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C O N S O L I D A T E D  F I N A N C I A L  S U M M A R Y

(in thousands of dollars except for per share amounts, unaudited)

For the three months ended For the six months ended
Mar 29 Mar 30 Mar 29 Mar 30

2003 2002 2003 2002
Sales 148,403 113,055 328,314 240,821
Net income 4,440 6,335 20,908 20,211
Cash flow from operations (36,377) (22,070) 33,601 36,578
Capital expenditures 4,376 6,058 8,067 10,951
EBITDA* 11,796 13,216 43,036 38,653 

E A R N I N G S  P E R  S H A R E
Basic $ 0.11 $ 0.15 $ 0.52 $ 0.52
Diluted $ 0.11 $ 0.15 $ 0.51 $ 0.51

W E I G H T E D  AV E R A G E  N U M B E R  
O F  S H A R E S  O U T S TA N D I N G

Basic 39,963 40,316 40,176 39,127
Diluted 40,909 41,603 40,961 40,022

F I N A N C I A L  S TAT I S T I C S
Gross margin 25.3% 31.3% 28.9% 33.4%
EBITDA margin* 7.9% 11.7% 13.1% 16.1%

A S  AT Mar 29 Mar 30
2003 2002

F I N A N C I A L  P O S I T I O N
Total assets 626,056 584,134
Shareholders’ equity 334,947 317,985
Total net bank debt* 171,282 147,138
Net bank debt*/equity 1 : 2.0 1 : 2.2
Total net bank debt*/total capitalization 34% 32%

EBITDA is defined as earnings before the taking of any deductions in respect of interest, taxes and amortization. EBITDA is presented before deductions
for interest expense, tax expense and amortization to provide financial statement users a measure of CFM’s earnings available to provide for these costs.
EBITDA has been determined by taking net income for the period from the Consolidated Statement of Operations and adding to it interest expense,
amortization and income taxes which are disclosed as individual line items within the Consolidated Statement of Operations. Please refer to the EBITDA
section of the MD&A in this interim report for a detailed calculation of EBITDA.  EBITDA margin is defined as EBITDA expressed as a percentage of sales.

Net bank debt is defined as bank debt (current and long-term portion), plus bank indebtedness less cash. This measure is widely accepted by the financial
markets as a measure of credit availability.

Capitalization is defined as net bank debt plus shareholders’ equity.

EBITDA, EBITDA margin, capitalization and net bank debt are not recognized measures for financial statement presentation under Canadian generally
accepted accounting principles (“GAAP”). Non-GAAP measures (such as EBITDA and net bank debt) do not have any standardized meaning and are therefore
unlikely to be comparable to similar measures presented by other issuers. Investors are encouraged to consider these financial measures in the context
of CFM’s GAAP results, as provided in the attached financial statements.

*



from the chairman
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CFM’S SECOND QUARTER WAS STRONG FROM A SALES PERSPECTIVE, WITH TOP-

LINE GROWTH ACROSS ALL PRODUCT CATEGORIES RESULTING IN AN OVERALL

INCREASE IN SALES OF 31% FROM THE PRIOR YEAR. 

The second quarter results were, however, disappointing from a margin perspective as an unusually high level

of customer returns, operating inefficiencies and the labour disruption at our Mississauga facilities hurt

profitability. As a result, earnings per share for the period declined 27% from the prior year.

While prolonged severe cold winter weather contributed to stronger late-season sales of hearth and space

heating products, it slowed the pace of new home construction and resulted in a later start to the barbeque

season. Sales of hearth products were up 3% over the prior year with a slight year-over-year sales increase in

the new home construction market. Incremental barbeque grill sales from The Great Outdoors Grill Company

and increased sales of barbeque accessories from CFM Keanall, as well as sales from new products and

expanded customer placement, contributed to a 71% growth in the barbeque category. Barbeque sales have

gained momentum with the arrival of the long awaited warm weather and our third quarter looks promising for

our barbeque business.

A significant and unplanned level of product returns from certain large mass merchant retail customers

reduced sales and margins in the quarter. These returns resulted principally from the balancing of excess end

of season inventories of hearth products by these customers. While a certain level of returns is inevitable

and is often a necessary part of doing business with large mass merchant customers, it is not CFM’s normal

practice to accept large returns of excess or overstocked inventories from its customers. Accordingly, we

consider this high level of returns to be outside our normal course of operations and do not expect returns

of this scale in the future.

Continued operating inefficiencies at our barbeque manufacturing facility in Mississauga further depressed

margins in the quarter. Improvements in operating efficiency are being realized in the plant, which should yield

improved barbeque margins going forward.

As announced previously, after a labour disruption at the beginning of the quarter, CFM reached a new collective

agreement with unionized employees at its Mississauga facilities. The labour disruption resulted in operating

inefficiencies in the two plants affected and required CFM to incur additional costs during the disruption. These

costs, plus professional fees associated with negotiating the new collective agreement, further reduced

profitability in the second quarter. We are pleased with the new contract and believe it is good for both the

hourly employees and CFM and is within the financial parameters of our business plan. 



On April 30, 2003, Jim Lutes resigned as President and Chief Operating Officer of CFM to pursue other

opportunities. We are currently conducting an external search to recruit a new President for CFM. In the

interim, I will assume the role of President in addition to my other duties. Jim will continue to work with 

CFM on transitional matters over the coming months and will continue to be available to CFM as an advisor

as needs arise. Jim has been a valuable contributor to the growth of CFM and will continue to be a valuable

consultant to us in the business development area.

Also announced on April 30, 2003 was the appointment of a new director, John Mayberry, the former

Chairman and Chief Executive Officer of Dofasco, Inc. John has a great reputation and we are looking forward

to working with him. John is the fourth new independent director that CFM has added to its Board this year.

The three other new directors added this year were, David Colcleugh, Chairman of DuPont Canada Inc.; 

Paul Houston, President and Chief Executive Officer of Alderwoods Group, Inc.; and Bruce Mitchell, Chairman,

Chief Executive Officer and Owner of Permian Industries Limited. We feel very fortunate to have a very

strong, independent board that includes such experienced and talented people.

While we saw a dip in our profitability in the second quarter, we are confident that increased profitability

will resume in the second half of our fiscal year. As an established leader in our core hearth business and

now a major participant in the barbeque market and growing participant in the high growth residential water

dispensing and purification markets, CFM is well positioned to continue its track record of profitable growth.

Through ongoing new product development and innovation and expanding relationships with our retail

partners, we see abundant opportunity for continued growth and diversification.

COLIN ADAMSON

Colin Adamson
Chairman and Chief Executive Officer
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I N T R O D U C T I O N  

The following management’s discussion and analysis (“MD&A”) provides a review of important events, the
financial position of CFM Corporation (“CFM”), as at March 29, 2003, and the results of operation of CFM for
the quarter ended March 29, 2003, in comparison with those for the quarter ended March 30, 2002. This
MD&A should be read in conjunction with CFM’s unaudited consolidated financial statements for the three
months ended March 29, 2003, included elsewhere herein, and CFM’s audited consolidated financial
statements for the year ended September 28, 2002, included in CFM’s Annual Report for 2002.

CFM is a leading vertically integrated manufacturer of home products and related accessories in North America
and the United Kingdom. CFM designs, develops, manufactures and distributes a complete line of hearth
products, including gas, wood-burning and electric fireplaces, free-standing stoves, gas logs, and hearth
accessories. CFM also manufactures barbeques, barbeque parts and accessories, water dispensing and
purification products, outdoor garden accessories and imports indoor and outdoor space heating products from
South Korea. The Company maintains an ongoing program of research and development aimed at continually
improving the quality, design, features and efficiency of its products. 

This MD&A contains forward-looking statements that reflect CFM’s current expectations concerning future
results and events. These forward-looking statements generally can be identified by the use of statements that
include phrases such as “believed,” “expect,” “anticipate,” “intend,” “foresee,” “likely,” “will” or other similar
words or phrases. These forward-looking statements involve certain risks and uncertainties, which could cause
actual results to differ materially from future results expressed or implied by such forward-looking statements.
Important factors that could affect these statements include, without limitation, those risks and uncertainties
listed below. CFM considers the assumptions on which these forward-looking statements are based to be
reasonable at the time they were prepared, but cautions the reader that these assumptions regarding future
events, many of which are beyond the control of CFM, may ultimately prove to be incorrect. In addition, CFM
does not assume any obligation to publicly update any previously issued forward-looking statements.

M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A L Y S I S
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S E C O N D  Q U A R T E R  E N D E D  M A R C H  2 9 ,  2 0 0 3

R E S U LT S  O F  O P E R AT I O N S

CFM’s consolidated sales increased 31% to $148.4 million in the quarter ended March 29, 2003, compared
to $113.1 million in the prior year.  

Sales by product category and geographic segment were as follows:

F O R  T H E  T H R E E  M O N T H S  E N D E D March 29 March 30
($ millions) 2003 2002

$ $
Hearth and heating products 71.1 68.7
Barbeque and outdoor products 76.1 44.4
Water products 1.2 —

148.4 113.1

United States 109.1 87.1
Canada 30.5 21.6
Other 8.8 4.4

148.4 113.1

Sales of hearth and heating products were $71.1 million in the quarter, an increase of 3% from the prior year.
Sales growth was mitigated by significant product returns from certain large mass merchant retail customers
in the quarter. This unusually high level of returns arose primarily as a consequence of balancing excess end
of season inventories of hearth products by these customers. In addition, severe winter weather in the early
part of the quarter combined with cold temperatures into March slowed the pace of new home construction,
and sales to this market segment were up only marginally when compared with the same quarter in the prior
year. The severe winter weather did generate some incremental sales of space heating products when
compared to sales during last year’s mild winter.

Sales of barbeque and outdoor products were $76.1 million in the quarter, an increase of $31.7 million from
the corresponding period in the prior year. The increase was partially as a result of the incremental sales of
barbeque grills at The Great Outdoors Grill Company (“TGO”), which was acquired by CFM in the third quarter
of fiscal 2002. In addition, while the prolonged cold winter weather adversely affected early season demand
for barbeque and outdoor products, strong sales of barbeque accessories at CFM Keanall in the later part of
the quarter, as well as incremental sales of new domestically manufactured and imported barbeque grills and
expanded placement of product within the mass merchant channel, also contributed to the increase.

Greenway Home Products Inc. (“Greenway“), acquired on October 3, 2002, generated $1.2 million of
incremental water dispensing and purification product sales in the quarter.

Sales in the quarter grew in both Canada and the United States due primarily to the increased sales of barbeque
products as noted above. Sales growth from new product lines and expansion into the mass merchant retail
channel at CFM Europe Limited led to a significant increase in sales outside of North America.

Gross Profit

Gross profit increased by $2.1 million or 6% from the corresponding period in the prior year to $37.6 million.
As a percentage of sales, gross profit declined to 25.3% from 31.3% in the corresponding period in the
previous year. 

M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A L Y S I S  C O N T ’ D
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Several factors contributed to the modest growth in gross profit and decline in gross profit as a percentage
of sales. The significant level of customer returns of hearth products negatively impacted gross profit and the
gross profit percentage in the quarter. This, combined with the significant sales growth in barbeque grills and
accessories, resulted in a higher proportion of barbeque sales at margins lower than historic margins realized
on hearth products, which further reduced the overall gross profit percentage. In addition, growth in barbeque
sales occurred primarily in lower priced lower gross margin grills. This shift in sales mix further reduced
overall reported gross margins. Operating inefficiencies at the barbeque manufacturing plant in Mississauga,
as well as the operating inefficiencies during the labour disruption in January at both barbeque and hearth
manufacturing facilities in Mississauga, also contributed to a reduced gross profit margin. Distribution costs
were high in the second quarter due to increased sales, higher transportation costs as a percentage of sales
on products sold to several mass merchant customers, as well as freight cost on customer returns.

Selling, Administrative, Research and Development Expenses

Operating expenses for the quarter increased $3.5 million or 16% to $25.8 million when compared to the
corresponding period in the prior year. The incremental increase in expenses relates to the addition of the TGO
and Greenway operations and increased corporate costs. Incremental security and professional fees associated
with the January labour disruption also contributed to the increase. As a percentage of sales, operating
expenses declined to 17.4% from 19.6% in the corresponding period in the prior year. This improvement
resulted from the significant sales increase without a commensurate increase in expenses.

EBITDA*

Earnings before interest, taxes, and amortization (“EBITDA”) were $11.8 million, down $1.4 million or 11%
from the corresponding period in the prior year. EBITDA margins declined to 7.9% from 11.7% last year due
primarily to the impact of lower overall gross margins. The following is a reconciliation of EBITDA to net
income for the quarter:

EBITDA for the quarter has been determined as follows:

F O R  T H E  T H R E E  M O N T H S  E N D E D March 29 March 30
($ millions) 2003 2002

$ $
Net income for the period 4.4 6.3
Amortization 4.2 3.3
Interest income (0.1) —
Interest expense 2.1 1.3
Income taxes 1.2 2.3
EBITDA 11.8 13.2

EBITDA is defined as earnings before the taking of any deductions in respect of interest, taxes and amortization. EBITDA is presented before deductions
for interest expense, tax expense and amortization to provide financial statement users a measure of CFM’s earnings available to provide for these costs.
EBITDA has been determined by taking net income for the period from the Consolidated Statement of Operations and adding to it interest expense,
amortization and income taxes, which are disclosed as individual line items within the Consolidated Statement of Operations. EBITDA margin is defined
as EBITDA expressed as a percentage of sales. 

EBITDA and EBITDA margin are not recognized measures for financial statement presentation under Canadian generally accepted accounting principles
(“GAAP”). Non-GAAP measures (such as EBITDA and EBITDA margin) do not have any standardized meaning and are therefore unlikely to be comparable
to similar measures presented by other issuers. Investors are encouraged to consider these financial measures in the context of CFM’s GAAP results, as
provided in the attached statements.

*
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Net Interest Expense

Net interest expense of $2.0 million was up $0.7 million from the corresponding period in the prior year
primarily as a result of higher borrowings to fund acquisitions made in the prior year, as well as to fund
increased levels of working capital necessary to support the growth of the business.

Net Income

Net income for the quarter ended March 29, 2003 was $4.4 million, down 30% from $6.3 million in the
corresponding period in the previous year.

Earnings Per Share

Earnings per share (“EPS”) decreased 27% to $0.11 from $0.15 in the second quarter of fiscal 2002. The
weighted average number of shares outstanding decreased to 39,963,000 primarily as a result of purchases
under CFM’s Normal Course Issuer Bid during the quarter, net of the 195,000 shares issued on the acquisition
of TGO in the third quarter of fiscal 2002. 

Diluted EPS decreased to $0.11 or 27% from $0.15 in the second quarter of fiscal 2002.

C A S H  F L O W

In the quarter, CFM consumed $36.4 million in cash flow from operations, which compares to $22.1 million
of cash consumed in the second quarter of fiscal 2002. Lower earnings and an incremental investment in
working capital in the quarter of $44.9 million, compared to $33.9 million in the second quarter of 2002,
contributed to the increase in cash flow used by operations.

Investment in inventories for the quarter was $17.5 million, down from $28.8 million a year ago. While
barbeque inventories are higher than a year ago, the initial investment in barbeque inventories in 2002, the
first year of production in the Mississauga barbeque plant, was higher than the incremental investment in
barbeque inventory required in 2003 required to support the growth in this product segment.

CFM ended the first quarter of 2003 with a high level of accounts payable, consistent with the build of pre-
season barbeque inventory and higher hearth inventories in anticipation of a potential labour disruption. As
a consequence, net payments to vendors in the second quarter were at a record level of $17.2 million.

Higher cash tax installments in 2003 and increased investment in accounts receivable consistent with the
growth in business also resulted in an increased investment in working capital.

An additional $4.7 million of cash was consumed in investing activities, primarily capital expenditures.

Financing activities provided an additional $23.7 million in cash with net borrowings increasing $25.8 million
principally to finance additional investment in working capital and capital expenditures. In addition, with 
the objective of maximizing return on capital employed, CFM purchased and cancelled 221,900 shares at 
an average price of $12.02 per share during the quarter for $2.7 million.  

M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A L Y S I S  C O N T ’ D
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S I X  M O N T H S  E N D E D  M A R C H  2 9 ,  2 0 0 3

R E S U LT S  O F  O P E R AT I O N S

CFM’s consolidated sales increased 36% to $328.3 million in the six months ended March 29, 2003, compared
to $240.8 million in the prior year.  

Sales by product category and geographic segment were as follows:

F O R  T H E  S I X  M O N T H S  E N D E D March 29 March 30
($ millions) 2003 2002

$ $
Hearth and heating products 225.3 196.0
Barbeque and outdoor products 98.1 44.8
Water products 4.9 —

328.3 240.8

United States 253.6 192.7
Canada 56.2 37.7
Other 18.5 10.4

328.3 240.8

Sales of hearth and heating products were $225.3 million for the six months ended March 29, 2003, an
increase of 15% from the prior year. New product introductions and expanded programs and placement within
distributors in the new home construction sector and several key mass merchant retailers contributed to this
growth. Cold winter weather favourably impacted sales of space heating products within this category.

Sales of barbeque and outdoor products were $98.1 million in the first six months of the current fiscal year,
more than double sales in the prior year. The inclusion of sales for the six months ended March 29, 2003 from
Keanall Holdings Limited (“Keanall”), acquired in January of 2002, and TGO, acquired in May of 2002, plus
sales of barbeque grills produced from CFM’s new barbeque plant in Mississauga, which went into commercial
production in the second quarter of 2002, was the main reason for the large year-over-year increase in sales
of barbeque products. The increase was also the result of new product introductions, expanded customer
placement within the mass merchant channel and increased sales of barbeque accessories at CFM Keanall.

Greenway, acquired on October 3, 2002, generated $4.9 million of incremental water dispensing and
purification product sales for the six months ended March 29, 2003.

Sales in the first half of the year grew in both the United States and Canada. Sales increases across all
product categories, as well as the incremental sales from the acquisitions of Keanall and TGO in 2002 and
Greenway at the beginning of the year, contributed to this result. Sales growth from new product lines and
expansion into the mass merchant retail channel at CFM Europe led to a significant increase in sales
outside of North America.

Gross Profit

Gross profit increased by $14.5 million or 18% from the corresponding period in the prior year to $94.8 million.
As a percentage of sales, gross profit declined to 28.9% from 33.4% in the corresponding period in the
previous year. 
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Sales growth in barbeque grills and accessories at margins lower than historic margins realized on hearth
products contributed to the lower overall gross margin percentage for the six months ended March 29, 2003.
Higher sales of hearth products in the lower margin new home construction sector and lower sales growth
in specialty retail hearth products also reduced the overall gross margin percentage. The significant level of
customer returns from certain large mass merchant retailers in the second quarter also contributed to the lower
overall gross margin in the first half of the year. Higher distribution costs for customers in the mass merchant
channel in relation to sales of space heating products and customer returns, in particular, further reduced the
gross margin percentage from historic levels.

Selling, Administrative, Research and Development Expenses

Operating expenses for the first half of the year increased $10.1 million or 24% to $51.7 million when compared
to the corresponding period in the prior year. The incremental increase in expenses relates primarily to the
variable selling costs supporting the 36% sales increase and incremental expenses from the addition of the
Keanall, TGO and Greenway operations. As a percentage of sales, operating expenses declined to 15.8% from
17.3% in the corresponding period in the prior year. 

EBITDA*

Earnings before interest, taxes, and amortization were $43.0 million, up $4.3 million or 11% from the
corresponding period in the prior year. EBITDA margins declined to 13.1% from 16.1% last year due primarily
to the impact of lower overall gross margins. The following is a reconciliation of EBITDA to net income for
the six months ended March 29, 2003.

EBITDA for the six months ended March 29, 2003 has been determined as follows:

F O R  T H E  S I X  M O N T H S  E N D E D March 29 March 30
($ millions) 2003 2002

$ $
Net income for the period 20.9 20.2
Amortization 8.3 6.3
Interest income (0.1) (0.1)
Interest expense 4.0 2.9
Income taxes 9.9 9.4
EBITDA 43.0 38.7

Net Interest Expense

Net interest expense of $3.9 million was up $1.1 million from the corresponding period in the prior year,
primarily as a result of higher borrowings to fund acquisitions made in the prior year.

Net Income

Net Income for the six months ended March 29, 2003 was $20.9 million, up 4% from $20.2 million in the
corresponding period in the previous year.

Earnings Per Share

Earnings per share were consistent with the prior year at $0.52 for the six months ended March 29, 2003. The
weighted average number of shares outstanding increased to 40,176,000 primarily as a result of shares issued
on the Keanall and TGO acquisitions offset by Normal Course Issuer Bid purchases.

M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A L Y S I S  C O N T ’ D
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Diluted earnings per share were flat at $0.51 in the six months ended March 29, 2003 compared to the
corresponding period in the prior year. 

C A S H  F L O W

In the first half of fiscal 2003, CFM generated $33.6 million in cash flow from operations, which compares to
$36.6 million in the first six months of fiscal 2002. Earnings, after adding back items not involving cash, were
$2 million lower in the first half of fiscal 2003 compared to the same period in 2002, and cash flow provided
from the reduction in working capital was $1 million lower in the first six months of 2003 compared to the
first six months of 2002.

Cash flows from investing activities were $8.7 million in the first half of fiscal 2003, relating mainly to capital
expenditures of $8.1 million.

Net cash consumed by financing activities in 2003 was $34.3 million, as repayments of CFM’s bank debt*
totalling $19.3 million were made in the first half of the year, as well as scheduled repayments of the
outstanding note payable of $7.5 million. In addition, with the objective of maximizing the return on capital
employed, CFM purchased and cancelled 686,000 of its outstanding shares at an average price of $11.78 per
share during the six months ended March 29, 2003 for $8.1 million. 

Bank debt is defined as bank debt (current and long-term portion), plus bank indebtedness.

F I N A N C I A L  P O S I T I O N ,  L I Q U I D I T Y  A N D  C A P I TA L  R E S O U R C E S

Accounts receivable at March 29, 2003 were $108.9 million compared to accounts receivable of $156.1 million
at the end of fiscal 2002 and $78.3 million a year ago. Significant collections of seasonal hearth and heating
sales more than offset the receivable growth from the sales of barbeque grill and accessories resulting in
significant reduction in receivables since the end of fiscal 2002. Higher sales in the quarter and incremental
receivables from the acquisition of TGO and Greenway account for the increase year over year.

Inventory increased by $24.7 million from the end of fiscal 2002 and $7.9 million when compared to the same
period a year ago, due primarily to the incremental investment in inventory attributed to the newly acquired
operations and higher inventory level of pre-season barbeque grills and accessories. 

Goodwill decreased by $10.2 million from September 28, 2002 to $222.5 million, primarily due to the
depreciation in U.S. dollar denominated goodwill as a result of the devaluation of the U.S. dollar relative to
the Canadian dollar during the year. Goodwill increased $9.1 million from a year ago, due primarily to the
goodwill acquired as a result of the fiscal 2002 acquisition of TGO and Keanall, partially offset by depreciation
in U.S. dollar denominated goodwill. 

Accounts payable and accrued liabilities of $76.8 million were down marginally from $79.2 million at the end
of fiscal 2002 despite the increase in inventory, reflecting the significant vendor payments in the second
quarter of 2003 noted above. Accounts payable and accrued liabilities were up $24.8 million from a year ago,
primarily due to the impact of the above noted acquisitions.

Management expects CFM’s investment in working capital to decline in the later part of the third quarter and
beginning of the fourth quarter of the current fiscal year as barbeque inventories are sold through their
applicable channels and accounts receivable from these sales are collected. Working capital is expected to
increase again through the fourth quarter of the current year with the pre-season build of hearth inventories
and increased accounts receivable from sales of hearth products.

*
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Shareholders’ equity decreased by $8.4 million or 2% from September 28, 2002 to $334.9 million with net
book value per share decreasing to $8.38, down 1% from $8.46. Net earnings for the six months ending 
March 29, 2003 added $20.9 million to shareholders’ equity. The purchase and cancellation of common shares
under the Normal Course Issuer Bid decreased shareholders’ equity by $8.1 million for the six months ended
March 29, 2003. Stock options exercised for shares and shares issued under CFM’s Employee Share
Purchase Plan increased shareholders’ equity by $0.6 million for the six months ended March 29, 2003. 
A $21.9 million decrease in cumulative currency translation adjustment was due to the weakening of the 
U.S. dollar against the Canadian dollar from September 28, 2002.

Net bank debt*, defined as current and long-term debt plus bank indebtedness net of cash, ended the quarter
at $171.3 million, down $10.3 million from September 28, 2002, due primarily to the significant collections of
hearth product accounts receivable since the end of fiscal 2002. Net bank debt was up $24.1 million from a
year ago due primarily to the debt associated with the acquisitions of TGO in 2002. CFM is capitalized* with
net bank debt to total capitalization of 34%. The unused and available credit under CFM’s existing bank credit
facilities stood at $51.0 million at the end of the second quarter. CFM will continue to have cash requirements
to support its seasonal working capital needs and capital expenditures, to pay interest and service its debt
and for share purchases under its issuer bid. In order to meet its cash requirements, CFM intends to use
internally generated funds and to borrow under its existing credit facilities. Management believes that cash
flow from operations and capacity under its existing credit facilities will be sufficient to meet CFM’s cash
requirement over the remainder of the year.

Net bank debt is defined as bank debt (current and long-term position), plus bank indebtedness less cash. This measure is widely accepted by the financial
markets as a measure of credit availability.

Capitalization is defined as net bank debt plus shareholders’ equity.

Net bank debt and capitalization are not recognized measures for financial statement presentation under Canadian GAAP. Non-GAAP measures do not
have any standardized meaning and are therefore unlikely to be comparable to similar measures presented by other issuers. Investors are encouraged to
consider these financial measures in the context of CFM’s GAAP results, as provided in the attached statements.

R I S K S  A N D  U N C E R TA I N T I E S

CFM is subject to a number of the usual risks associated with operating in a durable consumer products
industry including: general economic conditions, consumer confidence and the level of housing starts,
demographics, CFM’s ability to develop new products, patent protection, weather and related customer buying
patterns and manufacturing issues, industry capacity, product liability, availability of gas and gas prices, mass
merchant consolidation, credit and collections, supply and cost of raw materials, purchased parts and
personnel, costs of certain employee benefits, the inability to increase selling prices as costs increase,
competition, foreign currency fluctuations and government regulation. These risks and uncertainties are
discussed in detail in CFM’s Annual Information Form dated February 10, 2003 and filed with Canadian and
U.S. securities regulatory authorities and commissions.

O U T L O O K

CFM continues to be well positioned in its markets and has the financial capacity to implement its growth plans
for 2003. The significant factors influencing CFM’s outlook for the year are more fully described in the outlook
section of CFM’s 2002 management discussion and analysis contained in CFM’s 2002 annual report.

M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A L Y S I S  C O N T ’ D

*
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C O N S O L I D AT E D  I N T E R I M  S T AT E M E N T S  O F  F I N A N C I A L  P O S I T I O N  

(in thousands of dollars, unaudited)

A S  AT  Mar 29 Mar 30 Sept 28
2003 2002 2002

$ $ $
A S S E T S
Current
Cash and cash equivalents 1,640 18,373 11,720 
Accounts receivable 108,851 78,280 156,064
Inventory 142,975 135,050 118,232 
Prepaid and other expenses 5,045 2,791 4,123
Income taxes recoverable 5,630 5,777 —
Future income taxes 13,250 6,518 9,588
Total current assets 277,391 246,789 299,727 
Capital assets, net 112,025 109,157 116,376 
Other assets (note 5) 5,959 7,569 6,780
Goodwill, net (note 6) 222,520 213,463 232,716
Intangible assets (note 6) 7,614 6,512 8,298 
Future income taxes 547 644 888

626,056 584,134 664,785 

L I A B I L I T I E S  A N D  S H A R E H O L D E R S ’  E Q U I T Y
Current
Bank indebtedness 12,068 22,168 19,279 
Accounts payable and accrued liabilities 76,758 52,024 79,152 
Current portion of long-term debt 15,074 16,110 16,338
Current portion of note payable (note 4c) 12,378 15,000 14,722
Income taxes payable — — 1,370
Future income taxes (13) 2 205
Total current liabilities 116,265 105,304 131,066

Long-term debt 145,780 127,233 157,695
Note payable (note 4c) — 12,500 4,978
Future income taxes 29,024 21,081 27,662
Total liabilities 291,069 266,118 321,401 

Minority interest 40 31 8 

S H A R E H O L D E R S ’  E Q U I T Y
Share capital (note 7) 159,392 152,105 161,498 
Retained earnings 172,046 135,554 156,501 
Cumulative translation adjustment (note 8) 3,509 30,326 25,377 
Total shareholders’ equity 334,947 317,985 343,376 

626,056 584,134 664,785 

(Thousands of common shares and options)

Common shares issued and outstanding 39,984 40,428 40,588 
Stock options outstanding 3,409 2,795 3,562
Stock options exercisable 710 130 298  

See accompanying notes 
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CONSOL IDATED  INTER IM STATEMENTS  OF  OPERAT IONS  AND RETA INED  EARNINGS

(in thousands of dollars except for earnings per share, unaudited)

For the three months ended For the six months ended
Mar 29 Mar 30 Mar 29 Mar 30

2003 2002 2003 2002
$ $ $ $

S A L E S 148,403 113,055 328,314 240,821 
Cost of sales 110,851 77,631 233,533 160,500 
Gross profit 37,552 35,424 94,781 80,321 

E X P E N S E S
Selling and administrative, research and 

development (notes 5 & 12) 25,756 22,208 51,745 41,668 
Amortization 4,210 3,290 8,295 6,292 
Interest income (100) (4) (140) (123)
Interest expense on long-term debt 2,034 1,282 4,022 2,933 

31,900 26,776 63,922 50,770 

Income before income taxes 5,652 8,648 30,859 29,551 

Income taxes 1,212 2,313 9,951 9,340 
Net income for the period 4,440 6,335 20,908 20,211 

Retained earnings, beginning of period 169,390 133,147 156,501 119,942 
Options repurchased1 — (1,914) — (1,938)
Premium on repurchased common shares (1,784) — (5,363) (647)
Goodwill impairment — (2,014) — (2,014)
Retained earnings, end of period 172,046 135,554 172,046 135,554 

Earnings per share (note 9) $ 0.11 $ 0.15 $ 0.52 $ 0.52 
Diluted earnings per share (note 9) $ 0.11 $ 0.15 $ 0.51 $ 0.51

Net of tax of — 1,179 — 1,189  

See accompanying notes 

1
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C O N S O L I D A T E D  I N T E R I M  S T A T E M E N T S  O F  C A S H  F L O W S

(in thousands of dollars, unaudited)

For the three months ended For the six months ended
Mar 29 Mar 30 Mar 29 Mar 30

2003 2002 2003 2002
$ $ $ $

C A S H  F L O W S  F R O M  O P E R AT I N G  
A C T I V I T I E S

Net income for the period 4,440 6,335 20,908 20,211
Add (deduct) items not involving cash

Amortization 4,210 3,290 8,295 6,292
Future income taxes (215) 2,177 (243) 4,686
Minority interest 5 (9) 32 11 
(Gain)/loss on disposal of capital assets 1 (7) 16 (7)
Non-cash interest on Keanall note payable 79 — 178 —

8,520 11,786 29,186 31,193
Change in non-cash working capital (note 10) (44,897) (33,856) 4,415 5,385 
Cash flows provided by (used in) 

operating activities (36,377) (22,070) 33,601 36,578 

C A S H  F L O W S  F R O M  I N V E S T I N G  
A C T I V I T I E S

Acquisitions, net of cash acquired (note 4) (343) (10,376) (336) (10,376)
Purchase of capital assets (4,376) (6,058) (8,067) (10,951)
Development costs (12) — (305) —
Proceeds on disposal of capital assets 24 16 42 16 
Cash flows used in investing activities (4,707) (16,418) (8,666) (21,311)

C A S H  F L O W S  F R O M  F I N A N C I N G  
A C T I V I T I E S

Repayment of non-revolving term facility (3,750) (3,750) (13,305) (7,530)
Revolving term facility, net 45,413 38,477 1,012 6,726 
Bank indebtedness (12,087) 8,599 (7,025) 6,327 
Repayment of note payable (note 4c) (3,750) (2,500) (7,500) (2,500)
Repurchase of common shares (note 7) (2,667) — (8,089) (1,119)
Options repurchased — (2,967) — (2,993)
Issuance of common shares (note 7) 516 — 622 31
Cash flows provided by (used in) 

financing activities 23,675 37,859 (34,285) (1,058)
Effect of foreign currency translation on cash 

and cash equivalents (762) 2 (730) (102)
Net increase (decrease) in cash 

during the period (18,171) (627) (10,080) 14,107
Cash and cash equivalents, beginning of period 19,811 19,000 11,720 4,266 
Cash and cash equivalents, end of period 1,640 18,373 1,640 18,373 

Supplementary cash flow information:
Cash taxes paid 7,034 3,479 17,498 4,022 
Cash interest paid 1,810 1,852 3,515 2,697 

See accompanying notes 
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1 .  B A S I S  O F  P R E S E N TAT I O N

The accompanying unaudited consolidated interim financial statements have been prepared in accordance

with Canadian Generally Accepted Accounting Principles (“GAAP”). They have been prepared on a basis

consistent with the accounting policies and methods followed in CFM Corporation’s (the “Company”) most

recent audited financial statements except for the accounting policy change related to the adoption of the

Canadian Institute of Chartered Accountants (“CICA”) recommendation on Stock-based Compensation and

Other Stock-based Payments as discussed in note 3. These unaudited consolidated interim financial statements

do not include all of the information and footnotes required by GAAP for annual financial statements and

therefore should be read in conjunction with the audited consolidated financial statements and notes included

in the Company’s Annual Report for the year ended September 28, 2002. Due to seasonality of the Company’s

business, a statement of financial position as at March 30, 2002 has been included for comparative purposes

in these unaudited financial statements

2 .  U S E  O F  E S T I M AT E S

The preparation of quarterly financial statements in conformity with GAAP requires management to make

estimates and assumptions that affect the amounts reported in the financial statements and accompanying

notes. Management believes that the estimates utilized in preparing its consolidated quarterly financial

statements are reasonable and prudent; however, actual results could differ from these estimates.

3 .  A C C O U N T I N G  P O L I C Y

Stock-based Compensation

Effective September 29, 2002, the Company adopted the recommendations of the CICA Section 3870, 

“Stock-based Compensation and Other Stock-based Payments.” This change had no impact on the financial

position or results of operations of the Company. The new recommendations will be applied to awards granted

after the date of adoption. 

Pro forma disclosure of net income and earnings per share will be provided as if all awards were accounted for

using the fair value method. Consideration paid on the exercise of stock options will be credited to share capital.

Compensation expense is not recognized when stock options are issued to employees.

4 .  A C Q U I S I T I O N S  

a) Greenway Home Products Inc.

On October 3, 2002, the Company acquired all the issued and outstanding shares of Greenway Home Products

Inc. (“Greenway”) of Guelph, Ontario. Greenway is a participant in the residential water dispensing, purification

and air treatment products market, offering a line of innovative water dispensing, water purification and air

treatment appliances. The Company satisfied the purchase price by a cash payment, including acquisition

N O T E S  T O  C O N S O L I D A T E D  I N T E R I M  F I N A N C I A L  S T A T E M E N T S

M A R C H  2 9 ,  2 0 0 3  (in thousands of dollars, except earnings per share amounts, unaudited)
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costs of $1,335. Additional contingent consideration not to exceed $35,000 will be paid based upon the

earnings of Greenway over a number of specified periods. The first such payment was earned based on the

earnings performance for the year ended December 31, 2002 with a $1,771 cash payment and 126,494 shares

of CFM valued at $1,771 issued on April 24, 2003. The remaining contingent consideration will be payable

only once the earnings of Greenway have reached a stipulated level and any such consideration will not

exceed $30,000. All future contingent consideration paid will be charged to goodwill.

The results of the operations of Greenway from the date of acquisition are included in the Company’s

consolidated statement of operations for the quarter and year to date ended March 29, 2003. The acquisition

was accounted for using the purchase method with the purchase price allocated to net identifiable assets

at their estimated fair values. The purchase price allocation is subject to change based on final determination

of these fair value amounts.  

The following is a summary of the acquisition representing the estimated values assigned and

consideration given: 

$
Current assets acquired 6,466
Long-term assets acquired 178
Current liabilities assumed (5,309)

1,335
Consideration:

Cash, including purchase costs 1,335

b) The Great Outdoors Grill Company

On May 30, 2002, the Company acquired all the issued and outstanding shares of The Great Outdoors Grill

Company (“TGO”) of Joplin, Missouri. TGO is a North American manufacturer and distributor of quality cast

aluminum barbeques. The company satisfied the purchase price by a cash payment of $15,376, including a

March 2003 tax payment of $343, and the issuance of 195,366 common shares of the Company valued at

$3,102. In accordance with GAAP, the fair value of CFM shares was $15.88, representing the average market

price on the announcement date. Additional contingent consideration not to exceed US$12,300 in the form of

a non-interest-bearing promissory note will be paid if TGO achieves an earnings target for the 2003 fiscal year.

The promissory note will be repayable in equal installments over a two-year period commencing on January 2,

2004. The results of the operations of TGO are included in the Company’s consolidated statement of operations

from the date of acquisition and are, therefore, not included in the second quarter 2002 comparatives.

c) Keanall Holdings Limited

On January 2, 2002, the Company acquired all the issued and outstanding shares of Keanall Holdings Limited

(“Keanall”) of Mississauga, Ontario. Keanall is a leading manufacturer and distributor of quality after-market

gas grill products to many of North America’s largest retailers that serve the recreational and home

improvement market. Under the terms of the transaction, the Company satisfied the purchase price with a

combination of a cash payment of $10,000, the issuance of a $30,000 face value non-interest-bearing note

repayable monthly over 24 months with a fair value of $29,343, and a further $30,366, paid by the issuance

of 2,526,314 common shares of CFM. In accordance with GAAP, the fair value of CFM common shares was

$12.02, representing the average market price on the announcement date.
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5 .  O T H E R  A S S E T S

Other assets consist of the following (net of amortization):

A S  AT Mar 29 Mar 30 Sept 28
2003 2002 2002

$ $ $
Deferred barbeque facility start-up costs 2,779 3,946 3,195
Deferred development costs 1,734 1,945 1,792
Deferred financing costs 1,141 1,189 1,442
Other 305 489 351

5,959 7,569 6,780

Changes in the carrying amount of deferred barbeque facility start-up costs and deferred development costs

for the six months ended March 29, 2003 were:

Deferred barbeque Deferred
facility start-up development

costs costs
$ $

Balance as at September 28, 2002 3,195 1,792
Additions — 305
Amortization (416) (322)
Foreign currency translation — (41)
Balance as at March 29, 2003 2,779 1,734

Research and development expenses for the quarter ended March 29, 2003 were $2,250 (2002 – $1,826) and

on a year-to-date basis were $4,189 (2002 – $3,225).  

Amortization of deferred barbeque facility start-up costs for the quarter ended March 29, 2003 were $208 

(2002 – $208). 

Additions to deferred development costs for the quarter ended March 29, 2003 were $12 (2002 – $94).

Amortization of deferred development costs for the quarter ended March 29, 2003 were $158 (2002 – $83). 

6 .  G O O D W I L L  A N D  O T H E R  I N TA N G I B L E  A S S E T S

Goodwill

Changes in the carrying amount of goodwill for the six months ended March 29, 2003 were:

Total
$

Balance as at September 28, 2002 232,716
Goodwill acquired on the purchase of TGO 343
Foreign currency translation (10,539)
Balance as at March 29, 2003 222,520

N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  C O N T ’ D

M A R C H  2 9 ,  2 0 0 3  (in thousands of dollars, except earnings per share amounts, unaudited)
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Intangible Assets

As part of the asset purchase of Harris Systems Inc. on November 1, 1997, the Company purchased a long-

term facility operating lease. The market value of the lease exceeded the present value of the future lease

commitments. This leasehold right was recognized as an asset at the time of the acquisition and is being

amortized over the twenty-two year lease term.  

Trademarks include a British hearth trademark acquired in 2002.

Mar 29 Mar 30 Sept 28
2003 2002 2002

$ $ $
Leasehold rights

Cost 7,169 7,764 7,681
Accumulated amortization 1,765 1,559 1,717

Net book value 5,404 6,205 5,964
Trademarks 1,553 0 1,655
Other 657 307 679

7,614 6,512 8,298

Amortization expense of intangible assets for the quarter ended March 29, 2003 was $180 (2002 – $88) and

$364 (2002 – $175) on a year-to-date basis.

7 .  S H A R E  C A P I TA L

The Company’s authorized share capital consists of an unlimited number of common shares without nominal

or par value.

a) Issued and outstanding

Number of 
shares

(in thousands) Amount
# $

Balance September 28, 2002 40,588 161,498
Options exercised 77 562
Employee share purchase plan 5 60
Shares repurchased and cancelled (i) (686) (2,728)
Balance March 29, 2003 39,984 159,392

(i) On October 3, 2002, the Company filed a Normal Course Issuer Bid enabling it to make market purchases

of up to 2,800,000 of its common shares commencing October 9, 2002 during the next twelve-month period.

The Company purchased and cancelled 221,900 shares during the quarter ended March 29, 2003 at an average

price of $12.02. On a year-to-date basis, 685,600 shares have been purchased and cancelled at an average

price of $11.78.



1 8

b) Stock options

The Company did not grant stock options to employees in the first half of 2003.

Under the Stock Option Plan, the Company is authorized to issue a maximum of 5,624,500 common shares.

As at March 29, 2003, a total of 1,171,925 common shares are available for future option grants.

A summary of the Stock Option Plan as of March 29, 2003 and changes during the quarter ended is

presented below:

Weighted Number
Options average of vested  

outstanding price options
# $ #

Outstanding at September 28, 2002 3,562,036 10.37 297,582
Granted — —
Exercised (77,174) 7.28
Forfeited (75,795) 9.43
Outstanding at March 29, 2003 3,409,067 10.46 710,489

A summary of options outstanding at March 29, 2003 is as follows:

Total options outstanding Total options exercisable
Weighted Weighted Weighted

Number of Range of average average Number of average
options exercise exercise  remaining exercisable exercise
outstanding prices price life options price
3,409,067 6.25–14.00 10.46 4.89 710,489 8.61

The closing market value of CFM’s common stock at March 29, 2003 was $13.84.

8 .  C U M U L AT I V E  T R A N S L AT I O N  A D J U S T M E N T

For the six months ended March 29, 2003, the change in the cumulative translation adjustment balance on

self-sustaining foreign operations was $21,868, relating to the strengthening of the Canadian dollar against

the U.S. dollar during the period. 

9 .  E A R N I N G S  P E R  S H A R E

Basic earnings per share has been determined by dividing net income by the weighted average number of

common shares outstanding during the quarter. Diluted earnings per share is computed in accordance with

the treasury stock method and is based on the weighted average number of common shares and dilutive

common share equivalents outstanding. 

N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  C O N T ’ D

M A R C H  2 9 ,  2 0 0 3  (in thousands of dollars, except earnings per share amounts, unaudited)
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For the three months ended For the six months ended
Mar 29 Mar 30 Mar 29 Mar 30

2003 2002 2003 2002
Earnings for period $ 4,440 $ 6,335 $ 20,908 $ 20,211
Weighted average number of 

shares outstanding 39,963 40,316 40,176 39,127
Basic earnings per share $ .11 $ .15 $ .52 $ .52

Diluted earnings per share
Weighted average number of 

shares outstanding 39,963 40,316 40,176 39,127
Add: Dilutive effect of stock options 946 1,287 785 895
Adjusted weighted average number 

of shares outstanding 40,909 41,603 40,961 40,022
Diluted earnings per share $ .11 $ .15 $ .51 $ .51

1 0 .  C H A N G E S  I N  N O N - C A S H  W O R K I N G  C A P I TA L

Cash flow from changes in non-cash working capital consists of the following:

For the three months ended For the six months ended
Mar 29 Mar 30 Mar 29 Mar 30

2003 2002 2003 2002
$ $ $ $

Accounts receivable (4,357) (2,255) 43,848 51,338
Inventory (17,463) (28,827) (28,735) (38,257)
Prepaid and other expenses 203 (520) (1,166) (663)
Other assets (252) (1,209) (411) (3,431)
Accounts payable and accrued liabilities (17,180) (146) (1,496) (6,605)
Income taxes recoverable (5,848) (899) (7,625) 3,003

(44,897) (33,856) 4,415 5,385

1 1 .  S E G M E N T E D  I N F O R M AT I O N

The Company operates in one business segment, home products, which includes the development,

manufacture and sale of fireplaces, hearth and heating related products, barbeque and outdoor products and

water dispensing and purification products. In light of the growth and significance of barbeque and outdoor

products to the overall revenue of CFM and the Company’s entry into the water products category, revenue

has been disclosed by product category.

The Chief Executive and Operating Officers of CFM review consolidated operating results to assess the

performance of the business. CFM’s business organization structure and performance measurement systems

are not based on product categories. 
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For the three months ended For the six months ended
Mar 29 Mar 30 Mar 29 Mar 30

2003 2002 2003 2002
$ $ $ $

Net external sales
Hearth & heating products 71,074 68,678 225,267 195,980
Barbeque & outdoor products 76,070 44,377 98,092 44,841
Water products 1,259 — 4,955 —

148,403 113,055 328,314 240,821

Geographic information

The Company conducts substantially all of its business activities in North America. External sales are allocated

on the basis of sales to external customers.

External sales

F O R  T H E  T H R E E  M O N T H S  E N D E D United States Canada Other Total
$ $ $ $

March 29, 2003 109,062 30,490 8,851 148,403
March 30, 2002 87,042 21,622 4,391 113,055

F O R  T H E  S I X  M O N T H S  E N D E D United States Canada Other Total
$ $ $ $

March 29, 2003 253,567 56,191 18,556 328,314
March 30, 2002 192,652 37,684 10,485 240,821

Capital assets, goodwill 
and intangibles

A S  AT United States Canada Other Total
$ $ $ $

March 29, 2003 261,605 70,355 10,199 342,159
March 30, 2002 258,002 62,927 8,203 329,132

1 2 .  F O R E I G N  E X C H A N G E  

Foreign exchange losses for the quarter ended March 29, 2003 of $271 (2002 – $783) and year-to-date losses

of $731 (2002 – $972) are included in selling and administrative, research and development expenses on the

Statement of Operations.

1 3 .  C O M PA R AT I V E  I N T E R I M  F I G U R E S

Certain comparative interim figures have been reclassified to conform to the current interim presentation.

N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  C O N T ’ D

M A R C H  2 9 ,  2 0 0 3  (in thousands of dollars, except earnings per share amounts, unaudited)
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CFM is a leading vertically integrated manufacturer of home products and
related accessories in North America and the United Kingdom. CFM designs,
develops, manufactures and distributes a line of hearth and space heating
products, barbeque and outdoor products, and water and air purification
products. CFM maintains an ongoing program of research and development
aimed at continually improving the quality, design, features and efficiency
of its products.

VISION

corporate profile

“To be a leading home products manufacturing company that
is recognized for products of the highest quality and innovation
that consistently lead the markets they participate in. At CFM,
we make the products that you value most in your home.”

This interim report contains forward-looking statements that involve certain risks and uncertainties which could cause
actual results to differ materially from future results expressed or implied by such forward-looking statements. Important
factors that could affect these statements include, without limitation, general economic conditions, consumer confidence
and the level of housing starts, demographics, CFM’s ability to develop new products, patent protection, weather and
related customer buying patterns and manufacturing issues, industry capacity, product liability, availability of gas and gas
prices, mass merchant consolidation, credit and collections, supply and cost of raw materials, purchased parts and
personnel, costs of certain employee benefits, the inability to increase selling prices as costs increase, competition,
foreign currency fluctuations and government regulation. These factors and other risks and uncertainties are discussed
in the reports and disclosure documents filed by CFM with Canadian and U.S. securities regulatory authorities and
commissions. Statements made in this interim report are made as of April 30, 2003, or as otherwise noted, and CFM
disclaims any intention or obligation to update or revise any statements made herein, whether as a result of new
information, future events or otherwise.
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