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MEeSSAage to shareholders

On behalf of the Board of Directors, | am very pleased to report
record first quarter results for the period ended March 31, 2002.
Sales were up 4% in the quarter to reach $255 million compared to
$245.1 million a year ago. Earnings increased 30% to $15.7 million
from $12.1 million resulting in fully diluted earnings per share of
$0.55 vs. $0.43 earned in 2001. Excluding goodwill amortization,
diluted earnings per share in 2001 were $0.50. Dorel’s balance sheet
continued to show the benefits of the Company’'s emphasis on
improved cash and working capital management as debt levels,
net of cash on hand, at the end of the first quarter were almost
$54 million lower than the prior year.

After a very challenging 2001, we are extremely pleased with our
performance in this first quarter. The consumer has definitely been the
key factor behind renewed economic growth and we have been, and
continue to be, uniquely placed to benefit from this. We've registered
improvements in both sales and earnings, and are on track and
committed to achieving the objectives set out at the start of the year.

Juvenile

Sales in the Juvenile segment increased 7% to reach $147.9 million,
while earnings from operations increased 3% to reach $13.9 million
compared to the first quarter one year ago. More importantly, given
the weakness in the Juvenile segment through the last half of 2001,
first quarter results compared to fourth quarter performance reflect
a very significant improvement of 36% in sales, while operating
earnings increased from $2.4 million to $13.9 million. The sales
increase was due to overall strength in consumer demand for Dorel's
broad range of juvenile products both in North America and Europe.
The increase came despite the negative impact during the quarter of
no product shipments in January to one of Dorel's largest customers
as they encountered financial difficulties. Shipments to this customer
resumed in February. The improvement in earnings resulted from
the impact of strict cost controls and a positive product mix.
Profitability was also increased by the successful implementation of
the division’s revamped US distribution network of strategically
located distribution centers, including the Company’s two new
600,000 plus square foot, state-of-the-art centers in Greenwood,
Indiana and Ontario, California.

| am very pleased that the immediate measures taken to return our
Juvenile Group to its solid levels of profitability have paid off so
quickly. Our Juvenile segment still offers significant potential for
improvement and growth as we continue to concentrate on
aggressive new product development while at the same time
maintaining our focus on our overall cost structure. This first quarter
performance puts us on track to meet our objectives of sales of
between $525 and $575 million and earnings from operations of
between 8.5% — 9.5% (up from our initial projections of 7.5% — 8.5%
outlined in our guidance provided on January 17, 2002).

Ready-to-Assemble Furniture

Dorel's Ready-to-Assemble Furniture segment posted sales of
$70.9 million, down 5.7% from the previous year's first quarter level
but up 14.0% from the levels posted in the fourth quarter of 2001.
Operating earnings decreased 1.4% to $12.5 million. During the
quarter, as was the case in the Juvenile segment, sales and earnings
were impacted by the fact that there were no product shipments in
January to one of Dorel’s largest customers. Shipments to this
customer also resumed in February. Excluding this factor, demand

on the RTA side remained strong as the Company benefited from the
significant depth of its product offerings.

We have a solid position in RTA and are still making gains at the
expense of our competitors. The market is showing signs of strength-
ening and we will benefit from this strength. RTA remains on track to
generate sales of between $270 and $285 million in 2002 with
earnings from operations in the range of 16.5% to 17.5% of sales.

Home Furnishings

Home Furnishings sales rose 15% to $36.2 million while earnings
from operations were up a significant 436% to $1.6 million
compared to the first quarter one year ago. The segment benefited
from continued strength in demand and a successful turnaround that
significantly lowered the cost structure of its Montreal operations.
Most importantly, the Company’s futon business was profitable in
the quarter. In addition, Dorel Asia continued to grow and faces a
very positive outlook going forward.

The prospects for growth in the Home Furnishings segment remain
very strong. We are definitely on track for continued improvement and
we continue to forecast record sales of between $165 and $175 million
and earnings from operations of approximately 4% to 5% of sales.

Outlook

We believe that we are extremely well positioned for growth. All of
our business segments have developed aggressive plans to grow
their market share and we are confident that the combination of
strong brands, innovative product development, solid customer
relationships and cost-conscious operations will produce continued
gains throughout the year. We are particularly pleased that we were
able to surpass last year's exceptionally strong first quarter. This is an
important achievement for the Company given the challenges we
faced in the latter half of 2001. These record results confirm our
confidence in a strong 2002 and while we remain confident, we feel
that it is important to also be very cautious given the continued
uncertainties prevailing in the economy. Given these factors, the
Company is maintaining its guidance for the 2002 fiscal year of
earnings in the range of $1.90 to $2.00 per share.

Subsequent Event

As detailed in the first quarter Management Discussion and Analysis,
on April 26, 2002 we announced that Dorel had agreed with a
syndicate of underwriters to issue from treasury and sell to the
public between 2.5 and 3 million of Dorel's Class "B" Subordinate
Voting Shares for net proceeds of between $CAN92.2 million and
$110.7 million. At closing on May 22, 2002 the final quantity
issued was 2,929,200 shares for net proceeds of approximately
SCAN108 million. These funds will be used to pay down our debt
and will significantly strengthen our balance sheet going forward.

I wish to thank all Dorel employees, our customers and
you, our shareholders, for the continued support so clearly
demonstrated.

ek

Martin Schwartz
President and CEO, May 2002
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consolidated statement of income

FOR THE THREE MONTHS ENDED MARCH 31, 2002 (IN THOUSANDS OF US DOLLARS, EXCEPT PER SHARE AMOUNTS)

(UNAUDITED)
2002 2001
Sales $ 254,983 S 245,150
Expenses
Cost of sales 195,220 190,368
Operating 26,750 23,464
Amortization 5,979 5,806
Research and development costs 1,086 1,007
Interest on long-term debt 3,239 5,112
Other interest (24) 196
232,250 225,953
Income before income taxes and amortization of goodwill 22,733 19,197
Income taxes 7,005 5,129
Income before amortization of goodwill 15,728 14,068
Amortization of goodwill - 1,936
Net income S 15,728 $ 12,132
Earnings per share — basic:
Before amortization of goodwill $ 0.56 S 0.50
Net income $ 0.56 S 0.43
Earnings per share — diluted:
Before amortization of goodwill $ 0.55 S 0.50
Net income $ 0.55 S 0.43

Shares outstanding
Basic — weighted average 28,188,008 28,138,129

Diluted — weighted average 28,665,421 28,400,128
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consolidated balance sheet

AS AT MARCH 31, 2002 (IN THOUSANDS OF US DOLLARS)
(UNAUDITED)

March 31, 2002 Dec. 30, 2001 March 31, 2001

ASSETS
Current assets
Cash and cash equivalents $ 16,728 S 18,639 S 5,811
Accounts receivable 147,958 93,945 160,625
Inventories 129,334 152,411 144,396
Prepaid expenses 17,472 17,178 16,146
Income taxes receivable - 5,157 107
Deferred income taxes 10,222 11,195 15,605
321,714 298,526 342,690
Capital assets 96,409 98,366 100,746
Goodwill 151,505 151,624 146,611
Deferred charges 11,848 12,557 9,314
Intangible assets 4,158 4,055 3,378
Deferred income taxes - 1,327 1,938
Other assets 2,120 2,120 1,120
$ 587,754 $ 568,575 $ 605,797
LIABILITIES
Current liabilities
Bank indebtedness $ 8,563 S 7,911 S 5,486
Accounts payable and accrued liabilities 108,291 104,873 116,922
Income taxes payable 4,571 - -
Current portion of long-term debt 3,652 2,680 2,536
125,077 115,465 124,944
Long-term debt 219,221 225,246 266,275
Pension obligation 12,907 12,879 12,779
Deferred income taxes 2,362 3,073 2,620
SHAREHOLDERS' EQUITY
Capital stock 63,554 63,023 62,790
Retained earnings 168,951 153,223 139,851
Cumulative translation adjustment (4,318) (4,334) (3,462)
228,187 211,912 199,179

$ 587,754 $ 568,575 $ 605,797




[ DOREL INDUSTRIES INC. FIRST QUARTERLY REPORT 2002 p.51
consolidated statement of cash flows
FOR THE THREE MONTHS ENDED MARCH 31, 2002 (IN THOUSANDS OF US DOLLARS)
(UNAUDITED)
2002 2001
CASH PROVIDED BY (USED IN):
OPERATING ACTIVITIES
Net income $ 15,728 $ 12,132
Adjustments for:
Amortization 5,979 7,742
Deferred income taxes 1,416 312
Loss (gain) on disposal of capital assets (14) 544
23,109 20,730
Changes in non-cash working capital:
Accounts receivable (53,933) (36,979)
Inventories 22,906 (4,691)
Prepaid expenses (231) (416)
Accounts payable and accrued liabilities 3,436 9,943
Income taxes payable 9,734 (663)
( 18,088) (32,806)
Cash provided by (used in) operating activities 5,021 (12,076)
FINANCING ACTIVITIES
Increase (decrease) in long-term debt ( 5,040) 11,515
Issuance of capital stock 531 295
Increase in bank indebtedness 721 1,020
Cash provided by (used in) financing activities (3,788) 12,830
INVESTING ACTIVITIES
Additions to capital assets — net (2,736) (1,440)
Deferred charges (507) (869)
Intangible assets (244) (283)
Cash used in investing activities (3,487) (2,591)
Effect of exchange rate changes on cash 343 978
NET DECREASE IN CASH AND CASH EQUIVALENTS (1,912) (859)
Cash and cash equivalents, beginning of period 18,639 6,670
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 16,728 $ 5,811
consolidated statement of retained earnings
FOR THE THREE MONTHS ENDED MARCH 31, 2002 (IN THOUSANDS OF US DOLLARS)
(UNAUDITED)
2002 2001
Balance, beginning of period $ 153,223 S 127,719
Net income 15,728 12,132
Balance, end of period S 168,951 S 139,851
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notes to the consolidated financial statements

AS AT MARCH 31, 2002 (IN THOUSANDS OF US DOLLARS)
(UNAUDITED)

NOTE 1 Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with Canadian Generally Accepted
Accounting Principles (GAAP) using the US dollar as the reporting currency. They have been prepared on a basis consistent with
those followed in the most recent audited financial statements. These consolidated financial statements do not include all of the
information and notes 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 December 30, 2001.

Change in Accounting Principles

Earnings Per Share

In the third quarter of 2001, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants (CICA)
Section 3500, “Earnings Per Share” which was applied retroactively with prior periods being restated. This section requires the
treasury stock method be used rather than the imputed earnings method for determining the dilutive effect of warrants and options
when calculating diluted earnings per share. Adoption of the new recommendations did not have a significant impact on the diluted
earnings per share calculation.

Stock-Based Compensation

Effective January 1, 2002 the Company adopted the recommendations of the Canadian Institute of Chartered Accountants (CICA)
Section 3870, “Stock-Based Compensation and other Stock-Based Payments”. This new section is similar to existing US GAAP
requirements covered by the United States Financial Accounting Standards Board standard SFAS No. 123 and by the guidelines of
Accounting Principles Board Opinion No. 25 in that it establishes standards for the recognition, measurement and disclosure of stock-
based compensation and other stock-based payments made in exchange for goods and services.

Currently, the Company may under various plans, grant stock options on the Company’s Class “B” Subordinate Voting Shares at the
discretion of the board of directors, to senior executives and certain key employees. The exercise price is the market price of the
securities at the date the options are granted. Section 3870 encourages companies to apply the fair value-based method of
accounting to all employee stock-based compensation plans, but requires them to do so only for specific types of stock-based
payments, of which the Company has none.

Therefore, the Company has elected not to record any related compensation expense in the Company’s results of operations. Had
the Company elected to recognize compensation costs based on the fair value at the date of grant consistent with the provisions of
the guidelines, the Company’s net income and earnings per share for the three months ending March 31, 2002 would have been
reduced by $252 thousand or $0.01 cent per share respectively. Note that in the first year of application, comparative disclosures
need not be provided for prior years.

Goodwill

Effective January 1, 2002 the Company adopted the recommendations of the Canadian Institute of Chartered Accountants Section
1581, “Business Combinations”, and Section 3062, “Goodwill and Other Intangible Assets”. Effective July 1, 2001, the standards
require that all business combinations be accounted for using the purchase method. Also in accordance with the new standards,
goodwill and intangible assets with an indefinite life are no longer amortized to income, but rather are assessed for impairment on
an annual basis. As detailed on the Income Statement, goodwill amortization in the first quarter of 2001 amounted to $1.9 million
or $0.07 per share.
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NOTE 1 Accounting Policies (continued)

Goodwill (continued)

In addition, a transitional impairment test of the goodwill's value is required. The Company is currently competing its initial
impairment review and is required to complete it within six months of the new section’s adoption. Should any resulting write-down
be indicated, it will be charged to the Company’s opening retained earnings.

Segmented Information

The Company has changed the structure of its internal organization with respect to the manufacture and sale of metal and wood
furniture previously reported within the Home Furnishings segment. These products are now considered part of the Ready-to-Assemble
(RTA) segment. Accordingly, results for the prior period as previously reported have been restated to reflect this change and are
included in the RTA segment as shown in Note 4 to these financial statements.

Reclassifications
Certain of the prior year’s accounts have been reclassified to conform to the 2002 financial statement presentation.

NOTE 2 Sale of Accounts Receivable

On June 22, 2001, the Company entered into an agreement with a third party to sell $30 million of eligible accounts receivable at
a discount. Under this agreement, the Company acts as the servicer of the receivable and is permitted to sell, on a revolving basis,
additional eligible accounts receivable to the extent amounts are collected on previously sold receivables. As of March 31, 2002, the
Company sold $30.0 million of accounts receivable under this agreement and excluded this amount from the accounts receivable
balance at March 31, 2002. The Company also recorded a retained interest in the sold receivables representing the estimated fair
value retained at the date of sale. At March 31, 2002, the retained interest totalled $2.25 million.

NOTE 3 Earnings Per Share
The following table provides a reconciliation between the number of basic and fully diluted shares outstanding:

2002 2001
Weighted daily average number of Class “A”
multiple and Class “B” subordinate voting shares 28,188,008 28,138,129
Dilutive effect of stock options and
share purchase warrants 477,413 261,999
Weighted average number of diluted shares 28,665,421 28,400,128

Number of anti-dilutive stock options or share
purchase warrants excluded from fully diluted earnings
per share calculation - 534,000
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NOTE 4 Segmented Information
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2002 (IN THOUSANDS OF US DOLLARS)

Ready-to- Home
Juvenile Assemble  Furnishings  Eliminations Consolidated
Sales to customers $ 147,880 $ 70,913 $ 36,190 $ - $ 254,983
Inter-segment sales - - - - -
TOTAL OPERATING REVENUE 147,880 70,913 36,190 — 254,983
Operating profit $ 13,929 $ 12,499 $ 1,613 28,041
Corporate expenses 2,092
Interest 3,216
Income taxes 7,005
Net income $ 15,728
Amortization S 4,074 $ 1,099 $ 518
Amortization of goodwill $ - $ - $ -
Goodwill carrying value $ 147,083 S 4,422 $ =
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2001 (IN THOUSANDS OF US DOLLARS)
Ready-to- Home
Juvenile Assemble Furnishings  Eliminations Consolidated
Sales to customers $138,599 S 75,187 S 31,364 S — $ 245,150
Inter-segment sales 8 926 - (934) -
TOTAL OPERATING REVENUE 138,607 76,113 31,364 (934) 245,150
Operating profit* $ 11,683 $ 12,600 S 301 24,584
Corporate expenses 2,015
Interest 5,308
Income taxes 5,129
Net income S 12,132
Amortization S 3,664 $ 1,372 S 490
Amortization of goodwill S 1,865 $ 71 $ -
Goodwill carrying value $ 141,897 S 4,714 S -

* includes goodwill amortization

Note that there has not been a material change in the relative value of segmented asset information nor the geographic segment
information disclosed in the most recently audited annual consolidated financial statements dated December 30, 2001. As such,
these amounts are not disclosed here.
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management’s discussion and analysis

FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2002

Managements’ Discussion and Analysis of Financial Conditions and Results of Operations (‘MD & A”) should be read in conjunction with the unaudited
interim consolidated financial statements for the three months ended March 31, 2002 and the audited consolidated financial statements and MD & A
for the year ended December 30, 2001.

Note that there have been no significant changes with regards to “Corporate Objectives, Core Businesses and Strategies”, “Risks” and “Critical
Accounting Policies and Estimates” to those outlined in the annual MD & A contained in the Company’s 2001 Annual Report. As such, they are
not repeated herein.

Results of Operations
Overview

Below is a summary of financial highlights taken from the financial statements and related notes for the three-month period
ended March 31, 2002:

2002 2001

% of % of %
(In thousands of US dollars) $ sales $ sales change
Sales 254,983 100.0 245,150 100.0 4.0
Gross profit 59,764 23.4 54,782 22.3 9.1
Operating expenses 31,723 12.4 28,262 11.5 12.2
Earnings from operations 28,041 11.0 26,520 10.8 57
Interest 3,216 1.3 5,308 2.2 (39.4)
Income taxes 7,005 2.7 5,129 2.1 36.6
Corporate expenses 2,092 0.8 2,015 0.8 3.8
Income before amortization of goodwill 15,728 6.2 14,068 5.7 11.8
Amortization of goodwill - 0.0 1,936 0.8 (100.0)
Net income 15,728 6.2 12,132 4.9 29.6

EBITDA @ 31,928 10.8 30,311 12.4 53

M calculated as income before income taxes and amortization of goodwill, plus interest and amortization
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Segments

The segmented results of the Company for the first quarter were as follows:

2002 2001 Change
% of % of

(In thousands of US dollars) $ sales $ sales $ %
JUVENILE
Sales 147,880 100.0 138,599 100.0 9,281 6.7
Gross profit 37,400 253 33,712 243 3,688 10.9
Operating expenses 18,677 12.6 15,911 11.5 2,766 17.4
Amortization 4,074 2.8 3,664 2.6 410 11.2
Research and development 720 0.5 589 0.4 131 22.2
Earnings from operations @ 13,929 9.4 13,548 9.8 381 2.8
READY-TO-ASSEMBLE
Sales 70,913 100.0 75,187 100.0 (4,274) (5.7)
Gross profit 17,738 25.0 17,870 23.8 (132) (0.7)
Operating expenses 3,888 5.5 3,534 4.7 354 10.0
Amortization 1,099 1.5 1,443 1.9 (344) (23.8)
Research and development 252 0.4 293 0.4 (41) (14.0)
Earnings from operations 12,499 17.6 12,600 16.8 (101) (0.8)
HOME FURNISHINGS
Sales 36,189 100.0 31,364 100.0 4,825 15.4
Gross profit 4,625 12.8 3,223 10.3 1,402 43.5
Operating expenses 2,380 6.6 2,307 7.4 73 3.2
Amortization 518 1.4 490 1.6 28 5.7
Research and development 114 0.3 125 0.4 11) (8.8)
Earnings from operations 1,613 4.5 301 1.0 1,312 435.9

@ Earnings from operations for the prior period exclude the amortization of goodwill to allow for better comparability of results.
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Juvenile

Juvenile sales increased both in North America and Europe. As a whole, the Juvenile segment increase in sales was 6.7%. Internal
sales growth, excluding the impact of the Quint acquisition in May of 2001, was 2.5%. The North American sales increase was
generated principally from stronger sales of car seats. In particular, a new line of high back boosters proved to be successful. This
sales increase occurred despite the negative impact during the quarter of no product shipments in January to one of Dorel’s three
largest customers that was dealing with its financial difficulties at the time. Shipments to this customer resumed in February and
March. In Europe, sales were up over the previous year driven primarily by the additional sales of the Quint acquisition last year.

Profitability improved over last year chiefly as a result of improved margins in North America. These improved margins were a result
of the benefits of a positive product mix and the Company’s continued emphasis on reducing costs, most notably in distribution. As
detailed in the Company’s 2001 year-end MD & A, last year the distribution network in the United States was improved. The New
England warehouses have now been closed and the two new 600,000 plus square foot warehouses in Greenwood, Indiana and
Ontario, California are now fully operational.

The Company will seek to improve its Juvenile operations through continued concentration on aggressive new product development
while at the same time maintaining focus on the overall cost structure of the segment.

Ready-to-Assemble

The Ready-to-Assemble (RTA) furniture segment posted sales of $70.9 million, down 5.7% from the previous year's $75.2 million.
Operating earnings decreased 1.4% to $12.5 million from $12.6 million in 2001. Despite the lower sales levels this year versus last,
earnings from operations increased to 17.6% of sales from the 16.8% posted last year. This improvement was driven by improved
productivity over last year and the fact that material costs continue to remain low.

During the quarter, as was the case in the Juvenile segment, sales and earnings were impacted by the fact that there were no product
shipments in January to a large customer. Shipments resumed in February and March. Excluding this factor, demand on the RTA
side remained strong as the Company benefited from the significant depth of its product offerings. The Company is encouraged by
the fact that the RTA industry has been showing definite signs of strengthening.

Home Furnishings

Home Furnishings sales rose 15% from $31.4 million in 2001 to $36.2 million while earnings from operations were up $1.3 million
to $1.6 million compared to the first quarter one year ago. Sales were up substantially at Dorel Home Products (DHP) and Dorel
Asia. The improvement in profitability came principally from DHP where the segment benefited from continued strength in demand
and a successful turnaround that significantly lowered the cost structure of the division’s Montreal operations. Margins increased and
operating costs decreased over the prior year as a direct result of the changes made during 2001. These changes, as detailed in the
Company’s 2001 year-end MD & A, mean that DHP is now better positioned as margins have improved, sales demand is strong
and new large accounts are being added.

Other Expenses

Interest in 2002 was down compared to 2001. This decrease was a function of lower loan balances and lower interest rates as a large
portion of Dorel's debt is at variable rates. Corporate expenses remained relatively flat versus the prior year. The income tax rate
increased from 26.7% in 2001 to 30.8% in 2002. This increase in the effective tax rate is attributable to the proportionate change
in pre-tax profits in the different tax jurisdictions in which Dorel operates. The Company expects the rate going forward to remain
around 300%.
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Liquidity and Capital Resources

During the first quarter of 2002, cash flow from operating activities before changes in non-cash working capital was $23.1 million,
as compared to $20.7 million in 2001. After funding non-cash working capital, operating activities provided $5.0 million in 2002
versus a use of cash in the amount of $12.1 million in 2001, an improvement of $171 million. This increase was due principally
through better management of inventory levels that were $15.1 million lower than the prior year. Accounts receivable at March 31,
2002 rose considerably from December 31, 2001 levels as is usual in the first quarter of the year.

The Company’s net disbursements on various investing activities in 2002 were $3.5 million, versus $2.6 million in the prior year.
During the 2001 quarter capital assets were disposed of for $0.9 million. Excluding these proceeds from the prior year’s figure, the
comparative figure becomes $3.5 million.

Debt levels at March 31, 2002, net of cash on hand, were $53.8 million lower than at the same time one year ago. Compared to
year-end, the Company was able to reduce long-term debt and bank indebtedness by $4.3 million in 2002 versus borrowings of
$12.5 million in 2001, a difference of $16.8 million. The cyclical nature of Dorel’s business usually requires higher borrowings in the
first quarter of the year, but this year the Company was able to reverse that trend with a serious effort on improving its balance sheet.
The Company is compliant with all covenants connected with these borrowings.

On April 26, 2002, Dorel announced that it had entered into an agreement with a syndicate of underwriters led by CIBC World
Markets Inc. under which the underwriters have agreed to buy and sell to the public 3.5 million of Dorel's Class “B” Subordinate
Voting Shares. The purchase price of the shares is SCAN38.50. Of these, 2.5 million shares are from Dorel’s treasury and one million
shares from members of senior management. The underwriters also have an option to purchase up to an additional 500,000
Class “B” Subordinate Voting Shares from treasury, exercisable at any time up to 24 hours prior to closing.

The offering will result in gross proceeds of approximately SCAN92.2 million to Dorel, assuming that the underwriters’ option is not
exercised, and approximately SCAN110.7 million if the option is fully exercised. Closing is expected on or about May 22, 2002. The
Company intends to use the proceeds of the issue to pay down existing bank indebtedness. On April 30, 2002, the Company filed
a preliminary short form prospectus in each of the provinces of Canada with respect to this offering.



