INCORPORATED . = ﬁof\?\

ffﬁCONSOLIDA’I‘ED é;g)\
CTMERCA NTILE PR RS I




CONSOLI D-A_T E,i) v z?;R’CA N*mLE 1 NCGR PORATED

(,ONS()I l!)A"”"'D BALAHLF S}il:,l':'l“
R ‘ S . o (Unaudned)

e ‘ S<ept'_emb'er'30-

R 2003

"CURR!-_NT . . ’:"., L = , . S
Cash and short—l-._rrn :nvn.strnc'us oA T 691,990 %
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INVESTMENTS 495,030
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CONSOLIDATED MERCANTILE INCORPORATED
o _CONSOLIDATED STATEMENT OF OPERATIONS
* AND RETAINED EARNINGS -

= - “(Unaiditedy -
L LA _ . R . . »Niylenmnlh%ended September 30 . Thriéc;moq;hsendw_ScpterribchOﬁ
N Lt T . 2003. C2002 T 2603 - L 3002 ’
saes .. 1800327875 173270018 5 78970022 5 -60,583.497
COSTOFSALES . 143,005,007 130443606 . 60450258 45666079 -
L S © 40027750 42838383 ’ 18819764 14917418
OTHER INCOME o T T T
L lerestincome - : L - 61,667 13678 - 27,544 1,146
CEXPENSES . © - . L S e
" Scltingiand adininistrative : 30808193 37205035 12456384 © 8896415 -
EARNINGS FROMOPERATIONS © . 15281234 15636892 6390924 6022149 -
CAmorizmion LU T Ga00017 T gorz7m. 215 20
Intgrest on fong-tem debt - S 1107308 1283848 L . 328,007 © 77305669
- Loss on cxtinguishibient of long-term debt- T e o 432140 e e ¢
L s ol 8079 TRI9BTa0. o TIS0I90 . T3ATSER
- 'EARNINGS BEFORE INCOMETAXES - . L
~ AND-UNDERNOTEDITEMS - .~ © 7473299 . 7338152 3.888:602 ©  3i546.403 .
 Income taxes. i SO 3918 3148070 1673365 - 1,516,685 . -
EARNINGS BEFORE UNDERNOTED ITEMS 4282024 4189476 . 2215237 - 31029808
P - Non-conirolling interest .~ CRAOSTI 20060400 - (i274,556) (1,185,655) -
) Equity’ in camings (boss) of invéstee o 1,065 C1408% ! (4,534). - 353 .
I 7+ Loss on disposal of investarent - ) O 02082y 7 - S ey
o S QA404657) (2653339 T T(1.379.090) (T.185.309)-
- NETEARNINGS FORTHE PERIOD . . 1877472 1.536,137 19361477 834,506
; RETAINED EARNINGS, beginaing of pericd 18207460 - 15354142 ST 18702574 16,045,773
'Exocs‘s ofoq§l pf‘shuis;hurchmmg . . -, - . : h ’ ‘
for canceliation over stated value ~ . (446,214) - .o
'RETAINED EARNINGS, END OF PERIOD 519638721 S 16,890,279 . $ 196387215 16890279 .
* EARNINGS PER SHARE R . : I e
Basic . R 03787 030 .3 019 s - o7 -
o FRdlyditled 0 s 034 8. Q27 $ 017 § 0.15 -
Weiglile_d average ntitﬁbcrnfcaynn_lop shares s s . - ’ - Co
Basic: S L 4866,474 4863810, - 4872910 . 48638107 -
Fully ditied =~ 00 ‘ 5260858 5332961 LT 5,247,406 5,377,222

‘ Results of opcr;iliéns.\\c:r.c impacted by the expueted seasonatity of ecrtain of the products sold.

The Company's Lungolid.ucd subsidiary.. Polvair lnter Pack Inc.. aoquired centain swimming poot and pool quipmint assets from Jacuzzi Inc.
and Jacuzzi Leisure Products loe. The assuts noguired inchude the Atlantic Pools trade names and other brand names a5 well'as related
- accounts recivable. inveritory, machingry, tand and building towcther with a license 1o use the Jacuzzi trademark on oenain products, The
purchase price of US$41.2 million (énbjcd to adjustnient) kias been financed throtgh Polyair's operating tine of credits and the issuance of
a sixsvear 6% convertible note tothe seller. Polvair has not wt copleted the detemination of fair vatues of the individual assets dnd
liabilitics. or its ncpanion plans for the operdions acquired, Tlo :ull'oc;umq of the purcivisc cost to the assets and liabilitics is protintminy d will .
< change as the _mlcg'mlitin plans are finalized., No integration costs have b accrued in the pretiminany |:lirclmsc accounting included in
consolidated financial statbments, - . e o o - '
The accmhpanyiqg wnaudited consolidated financial statements have boci prepared by the Company-in dccordance with accounting
principles gencrally acoopted in Canada on.a basis consistent with those folowed in the most recent audited financial statements.
These unaudited. financial statements do oot include all the information and footnotes required by the gcncmlly' acoepled accounting, -
pRnciples’ fiw‘mﬁmnl financial statenents and therefore should be read in conjunction with the audited consolidated financial statenients
and notes ‘ncluded in the Compam’s Annual Repont for the vear ended: Ducember 31, 20102



CONSOLIDATED‘MERCANTILE INCORPORA-TED[

(ONS()I IDATED S’ TA IEMFNT ()F (ASII FL OWS

(Unaudited) .
Nine months ended Sepiember 30° Three months ended September 30
S . ©2003 - 20020 -7 2003 .- 3007
- OPERATING ACTIVITIES L o S AR oo
" Net camings for the pcnod ‘$ 1877472 $ 1,536,137 ) 3. 936,147 ¢ 844,506
" Amontization ' - C 6700617 . 6,612,782 AV NITY 2,170,017
Fulure income taxes C - (I8500) T (158.800) ' S {39,400) 421,800y -
Non-mnlrollmg ntercsl ) ) 2,405,717 2,606,140 - ) 1,274,556 i.185,655°
Equity in (camings) loss of investee S . >(I,065) (14,983) el 4,534 . -(383)°
Loss on d:sposal ofmvcs\mcm - . . 62,182 . R
- 10,904,241 ° 10,643 458 . 4,349 552 4,178,025
" Change in' non-cash oomponcms L E e oo
d\\orkms mplml .o 209524800 11,276,021 - 42.6406,452, 10,906,035 -
’ 40,856,721 21,919479 oL 46,996,004 15,084,060
I-INANCING ACTIVITIF,S i T e T
Incn.'m {decreasc) in-bank mdublgdnuss ) 2337464 {15,671.883) oo 8.423,103 ¢ (15,157.752)
Issuance of common shares . - | 2(}7 500 - - - - ‘ - . s : . T
" Issuanee of conventible debentures . - S : BN o | 7
by consolidated subsnhar\ S 5,3()2,649 . o ‘ 5302640 o
_ Issuancg of shars by consolidated subsndmr\ : 40,843 © 198,000 .- : T 34,8430 0 198,000 - '
Purchase.of comimon shares for cancellation. - O (473,139) S e Coe < ‘
* . Purchase of sharcs of consolidated subsidiary " - . {472.761) - -
.Ptlfdl.'\SL of shares’ by wnsohdalcd . i )
sibsidiany for cancellation . o (994.800) . . (101,000) . e R -
Procoeds from long-terms debt ' 1999160 4303620 . . T LT49160 0 -.-4,168,620 -
- Repavmeni-of long-term debt . ) (3,856,004) (5,639,536) ) I (1.587,201) .- {1,259,196) - -
R B ! 24,618,673 - (17,383,551 ‘ 13,922,644 {12,050,319)
INVESTING ACTIVITIES L P
“Purchase of and deposits on fixed assats- ©.6,065)  (4.980544) - (2.845319)  (2,032.257) . -
Acguisitions, mt of cash -~ {57,5006,205) - - (57.506,205) -
: Dite from jomit venture . ’ .. 111,028,950) -l N CX DA -0
Other 7 Sl e - o 1271,57%) (427,069).. T (209,466) (427,069)
S S ’ - 168,102,793) - ~ (5.407.613) ’ .+ 161,000,700 | (2.459,326)
Efféa offt')itigncdrrmcy;lmﬁ;lalim ) R e T Ce
- mmsh b-lanccs : ' : (2{365,873) 7 190,894 } . - 1127,943) 373913 -
" CIIANGI- lN(‘ASIIPOQITI()N (4.993.271) 1680.791) o (709900) 948,328 _
(;mh posmon at hqunmg ofpcnod ’ - 5,685,261 ~22497580 7 o 00! 986 . 620,640 ) )
. (ASHPOSITI()NAT FNDOF PhRI()D 3 691 990 5 1,568,968 s 60],‘)00 $ 1568968 - B
* Income-taxes paid, it . - _ $4305816- 5 1,849,027. s (5) 408)3 397.064-.
Intefest paid, bt ‘$ 13645353 Ca70085. g 44!()()6 S 465928
- Sepmented information ] o C - v L . : : o
" tin thowsands.of dotlars) . Nine months ended September 30 “Thrée months ended September 30,
oo : S 003 . 02 - - o0y 2002 .
Net sales © Packaging Products §. 94301 § 9h 03 S - 93008 . 31813 -
: © " Pool Products TUOa2e3 - - 371847 S A 17,508
Fumitur: | 38469 39,39} . 2 1146l
$ 189,033 § 173272 : SR 60383
Operating profit - - Packaging Products “$ -~ 16,100 § 15023 s 47908 482
. . S Pool Products . 5335 T 3646 S 3964 2,341
Fumiture oom 143 . - (226) 177
' IR T s %330 § b3
Capital expenditures . Packaging Products §- - 7432 § - 363 8 RTS8 L6
o . Pool Products R 2} o8 . Loy oy
Fumiture . R %5 40 - R &1 T ‘
Corporate ) 4907 42 - R 95
oy S 9296 % 4980 ) 2845 § 2037
identifiable assats Packaging Products . § .. 74333 §° R L
: : Pool Products - . SR278 . W24 .
Fumiture LSS ladde
Comporate 12000 ¢ K749

CS_IS9AST S o o E '
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. million for the comparable 2002 penod T he decréase was'. due to"a”

.

RESULTS OF owRAHONg A

"Sales. . Saies were $l 89-0 n"nllu)n for the nine rnon!h perlod c,ndgd

September 30, 2003, an increase of 9. 1% :as compared to $173.2
million for the. conlparable 2002 per:od The- Company continues 1o
achieve improvenient in sales at ‘its packaging and spcc.rdltv cover
units. Sales of packa«nno and pool products increaséd by 5.6%6 and

"68.4%06 respectlvely from: thée- cornparahk 2002 pceriod. 90%% of the

“_ increase in pool product sales . was as a result ot increased pool-sales

- dde-to the add;uon of the. Allantu,/Jacuz/l produg,l lines purchased in

~Mawv 2003 These 1ncreases were offset by a decrease in fumiture
Sales as a -esu}t of the currenl econonn‘, c.nvnronrnent Ior r-gldllg rs:
Gross !\"Iarglns- Gro<s n]aron] lor tl};—. nine nn)nth pgrnod Ll](lL(l
Septen1ber 30, ‘2003 decreased sllf'httv lo 24 3"/0 cqn1parg,d \vnh
24 7% tor the comparable 2002 pcnod 4

-

Selllng and Ad»nnnlstratlve Expenscs- Sgl"hno and dd:*ﬂnﬂlxlrthg,

expenses as. a percentaoe ofsales increased. o l() ‘3% as cetnparg,d to:
1'5.7%2%6 tor:2002. This increase. is. due o ont,—llnu, uo@ts n,ldled lo J’-e
Atlanuc/:lacuzzx aCQUnsntlon ‘. : . S

Other Expenseg- The Cornpany incurred $7 8 rnnlhon of othgr
expenses.tor the first nine. months of 2003 con*nparcd with $8.3

reductlon in interest o loncv—tertn debt and the. 2002 n-icluslon ot xR
non-recurnna loss on e‘(l ngunshxnenl oi Ion}:-tcrrn dcbl o e
lncome Tax Prnvnsnon- The —:’:Hecnve 1ax rdlc, was. 42 7°/o io. lhg
nine month period ended §epten1ber 30. 2003 compared 10.42.92% for

. the comparable 2002 speriod. . The main dillx,rf.,ncc between - the

Company’s Sstatutory tax rate and Ats ITec,llv‘. tax rate 1s’ prlrndnlv
attributable to: .differing tax rates . in foréign’ counu’les ‘valuation
allowance and cerldln non—deducuble prcnegq : :
‘Net Earnlngs-, The Co:npany rc,poru,d net ear l]lllS!.S ol $l 877 472
for the first nine months of 2003 compared with net earnings- of’
-$1, 336 137 tox the first nine rnonths of 20()2 : e e

>
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F'u_ Con}pany s pl"ll)"lp'ﬂ ‘sources of lTigquidity are cash on hand::

“unused borrowing Cled“ll}’ und:._l u\asuno hines ot (.J‘L_dll dnd the cash -

4 low tro:n opc,rauons

.’k'l he Cornpanys WOor kano capnal aniou’n’_tcd o Ce) $22.7' miltion at

S&,pu_n\bcr 30. 2003 comparcd to $22.0 million at December 31
2002 The ratio of current assets to current, liabilities was 1.29:1 at
Septeimber’ 30, 2003 and 1.52:1 at Decembeéer 31, 2()()2‘ " Fhe
Company's cashon hand’ was $0.7 million at gpplg,rnbt.r 30, 20()’3 d.s
ponmpared lo $5 7 million art f7&,ppn1b&,r 31 2()0”

ln Ma) 2003 the C Olnpdn\ !‘Onl Produpls (Jroup cu.qu:rc,d lhc.

. \wunm:ng, pociassats ot JdC!J/I.I! Inc. and Jacuzzi’'lL.cisure Products -

“ncs . The assets acqu:rg_d rnt.ludt. the Atlantic Pool uade names- and
Cother brand names as  well as the related ‘accounts recéeirvable,
lulmvc.t'nl()rv, Iand and blllldlﬂ" together: ~wwith a license. 1o use the Jacuzzi.
“trademark O cc.,naln producls-_ The pl.ll"(,hdSc, prlC&, was financed

through opcrating tines of credit and the issuance ot a convertible - .

note’ 1o the seller. - The working c..apndl assets purchased will. be
converted into cash and will pay down the. n1a|or|ty oft’ the line of
Jcredit used for the’ rurcha.sc This acquisition s t,xfn_(,ted to be
acceretive o, earnlnf:,s L\cpandnno thP Poo: G"oup sales base "and
."pr()duc,l hnr,s - Lo e o

,! hae Lo:npdny s loldl dcbl net ol cash and >horl lv.,rrn lnveslnn,ntb
-’,lnc,rcased by $21.7 million at the end of the third quaru:r 10 $54 a

million . compdrcd to $32.7 million at Décember 31, 2002 th

increase. is due to the financing of the Atldntl(_./.la(,unl ac,qulgltu)n as
xicsunbed above and the: !:nancu‘u ot nc.w equ:pmenl

X ”_At beplernber 3() 2003 the C‘on)pany s Packaglno and Specnahly o .
Cover Unit had. unused avatiabk,-b() rowing capacity under llS‘

" banking facility of appr()\n*ndlcly U.S. $8 6. n'nlhon and rhc - urnnurc.
. LJnlt had approx:nlalely $6 l nulhon :

';Dunno thc, tlrsl nlne,rnonth> ot 2003 the Company nnvcslsd
‘approxnnately $9.3 million in new property, plant and equipment.
Cash provided by operations before changes in working - c,apual
= lncrcasc,d to $I0 9 nnllnon Jrorn SIO 6. n‘nthon in 2()02 '



