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PROFILE

Dorel Industries (TSX: DII.SV, DIl.MV; NASDAQ: DIIB) is a global consumer products
company engaged in the designing, manufacturing and marketing of a diverse portfolio
of powerful consumer brands, sold through its Juvenile, Home Furnishings,

and Recreational/Leisure segments. Headquartered in Montreal, Dorel employs
approximately 5,000 people in fourteen countries. Dorel also has offices in Shanghai
and Shenzhen, China which oversee the sourcing, engineering and logistics of all
Asian operations. 2004 sales were US$1.7 billion.

U.S. operations include Dorel Juvenile Group USA, which markets the Cosco and Safety 1*
brands as well as Eddie Bauer and Disney Baby licensed products; Ameriwood Industries,
which markets ready-to-assemble furniture under the Ameriwood, Carina, SystemBuild,
Altra Furniture and Ridgewood/Charleswood brands as well as California Closets and
Trading Spaces licenses; Cosco Home & Office, which markets home/office products
under the Cosco and Cosco Ability Essentials brands and Samsonite license; and Pacific
Cycle, which markets the Schwinn, Mongoose, GT, INSTEP and Roadmaster brands.

In Canada, Dorel operates Dorel Sales and Distribution Canada, Ridgewood Industries
and Dorel Home Products. Dorel Europe markets juvenile products throughout Europe,
under the Bébé Confort, Maxi-Cosi, Quinny, Safety 1%, Babidéal, and Baby Relax brands.
Dorel Asia sources and imports home furnishings products.




MESSAGE TO SHAREHOLDERS



The action plan implemented through 2004 reinforced Dorel's position as a global consumer products company.
Increasingly, Dorel products are a part of our everyday lives. Pacific Cycle's highly popular Mongoose, GT and Schwinn
brands have created never-before-experienced visibility for Dorel. Schwinn's reborn Sting-Ray bicycle was spotlighted
by media across the continent. Our juvenile brands such as Safety 1%, Cosco, Eddie Bauer, Quinny, Bébé Confort,
Babidéal, Baby Relax, and Maxi-Cosi are already well-known. In ready-to-assemble, new licenses have been obtained
with California Closets and Trading Spaces to augment Dorel's existing banners of Ameriwood, Carina and
SystemBuild. Enhancing the quality of these brands provides a heightened awareness of Dorel’s products in the
marketplace.

Branding is a vital component of Dorel's strategy. In a 2004 market analysis report* it was stated that “as the economy
improves, more consumers are interested in trading up to products with higher perceived value. As a result, those
suppliers with a premium brand are likely to enjoy increased profitability” and “a company with a leading brand name
and strong market share has a better opportunity to maintain and even expand shelf space at the retail level".
This same report notes, “in times of economic growth, it is often more expedient to make an acquisition rather than
to build a facility, introduce and source a new product line or attempt to penetrate a new channel or customer”.

With Pacific Cycle and earlier with Ampafrance, Dorel has done just that. The Schwinn's chopper style Sting-Ray has
made history with Dorel. Schwinn's spectacular 88% market awareness and a brilliant design have produced dramatic
results-well over a half million units sold, excellent margins and eye-popping exposure with a single model. The
bicycle was on many retailers’ and media 2004 top ten Christmas gift lists. The Sting-Ray received the ultimate
distinction by receiving the 2004 Outdoor Toy of the Year award at the Annual International Toy Fair Awards, hosted by
the Toy Industry Association.

Dorel has a number of other success stories. The Safety 1* Corvette ride-on electric car also made it to several top 10
lists. The more than five foot long toy, complete with a fully functional FM radio, digital clock, working horn, turn signal
and lights, was developed in-house and is the first of several such models. Its success prompted Toys R Us to name the
Dorel Juvenile Group, USA as Vendor of the year. During the year we also augmented our strong portfolio of brands
with another important license. Under terms of an agreement with California Closets, Ameriwood, our ready-to-
assemble furniture division, is manufacturing and distributing storage systems and related furniture to select national
retailers. And, in an excellent example of cross-branding, Cosco Home & Office launched Ability Care Essentials,
a new line of healthcare products incorporating both the Cosco and Schwinn names. Included is an electric adult
scooter developed under the Transport by Schwinn label by Pacific Cycle.

These are some of the Company's aggressive product development efforts. As a growing consumer products company,
Dorel has invested heavily in this area, focusing on innovation, quality, safety and speed-to-market with several Design
and Product Development Centres.

In Juvenile, over 200 new products were launched in the United States and an additional 200 items will hit the market
through 2005. In Europe, a series of new product platforms was introduced including strollers, car seats, cradles, baby
carriers and infant garments. In RTA furniture, while Ameriwood has dominated the mass merchant sector for years,
it expanded into additional retail channels, such as office super stores, electronic super stores and home centres with
a variety of new offerings showcased at the High Point Furniture Show. Numerous new designs and innovative items
were launched, combining wood components, slate and glass, all in eye-catching configurations one would never
imagine in RTA furniture.

Cosco Home & Office was also proactive, adding several commercial products under the Samsonite label. Dorel Asia
has become the “go to” company for specialized products, proving its ability to identify home products at highly
competitive prices. Rounding out our divisional product development projects, it is important to note that while the
Sting-Ray was the most exciting bicycle introduction in over a decade, Pacific Cycle is developing additional models
that will keep it front and centre in the North American bicycle market. During the first quarter of 2005, Pacific
launched a line of motor scooters, a completely new category for Schwinn.

* Robert W. Baird & Co. Mergers & Acquisition research report, July 2004
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Strong brands and a constant focus on product development are just two of the key strengths consistently applied and
improved upon across all Company businesses. Dorel benefits from its close ties to mass merchants, currently the
fastest growing retail channel. There has been a rapid consolidation of retailing, resulting in the emergence of
a handful of dominant players. Dorel has strong relationships with these chains. We have fully-staffed offices close
to them in order to offer a level of service and support that exceeds what others may be providing. Our divisions act
as category captains in many product lines, facilitating our ability to introduce new products.

Our sourcing policy assesses each situation individually, seeking the lowest cost, most efficient environments in which
to produce. Dorel has 6 highly-competitive, cost-effective manufacturing facilities in the U.S. and Canada, including the
rebuilt 1.1 million square foot, “factory of the future” in Columbus, Indiana where the production of all car seats is
centralized.

Additional opportunities exist in Europe, where the market is dominated by fashionable, high quality, high priced
products, which carry higher margins. Ampafrance, renamed Dorel France, has made Dorel the only Pan-European
juvenile products company, operating in 9 European countries. And, as mass merchants grow abroad, this provides
additional room to grow because of our vast experience within this sector.

Dorel will continue to prosper through organic growth and acquisitions. We have a solid track record due to our
disciplined approach, acquiring companies that enable us to leverage our position within distribution channels, provide
growth in cash flow and earnings, add strong brands, increase geographic diversification and achieve greater
economies of scale in production, shipping, and buying power.

A strengthened and motivated management team is another Dorel advantage. Acquisitions have further augmented
Dorel's top and middle management. We have an empowered group that performs. | invite you to read our Chief
Operating Officer's report on page 6 in which Cam Lisio addresses a strengthening of our management structure.
This combination we call the Dorel Advantage has not only served Dorel's traditional divisions but is also the formula
the Company seeks when acquiring new, growth operations.

Dorel will continue to build on its past accomplishments through 2005. As indicated in my message last year, 2004 was
a year of integration following the acquisitions we made. Several important adjustments have been made to our
operations and we are confident that our team is further equipped and motivated to grow organically. The aggressive
product development initiatives we have put in place at all Dorel divisions are expected to drive sales and will continue
to provide our customers with the products consumers want. This has never been made clearer than with
the overwhelming success of Dorel Juvenile Group's new ride-on category of toy vehicles and the Sting-Ray bicycle.
We expect more of the same this year in our three segments.

THE SAFETY 1°" CORVETTE RIDE-ON ELECTRIC CAR WAS THE FIRST

OF A NEW CATEGORY PLATFORM. ITS SUCCESS PROMPTED TOYS R US
TO NAME THE DOREL JUVENILE GROUP, USA AS VENDOR OF THE YEAR.
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Our strong brands are increasingly creating a greater awareness of Dorel. Clearly, this is only part of the equation for
success. We have worked diligently to ensure that other matters we can control, such as service, quality and our
relationships with our customers, are second to none. | am encouraged that the initial signs for 2005 are promising.
The Conference Board, a non-profit research group in New York, reported that its index of consumer confidence rose
in late 2004 to its best reading since last July and that consumers expect a stronger economy over the next several
months. This augurs well for consumer product companies such as Dorel.

It has been another exciting year for Dorel and the current year holds much promise. We greatly appreciate the efforts
of our 5000 employees worldwide who have assumed their responsibilities with commitment and pride. Our suppliers
are hand picked and we consider them partners. Our annual Suppliers Conference in Asia is an opportunity
to exchange ideas and determine how to work together even more efficiently. The special relationships we hold with our
customers speaks to the mutual respect that has developed over the years. It is a privilege to work with these groups.

| welcome Dian Cohen and Alain Benedetti to our Board. Dian is an economist, a recognized author and a commentator
with vast experience in the field of corporate governance. Alain is a FCA and the former Vice-Chairman and Managing
Partner at Ernst & Young. He brings to the Dorel Board broad business and financial reporting experience.
The majority of Dorel’s directors are now independent.

My sincere thanks to Pierre Dupuis who has stepped down as Dorel's COO. During Pierre's five years of excellent
service, Dorel witnessed tremendous growth. He remains with Dorel this year to focus on the integration of a new
management structure and to act as an advisor on other items.

It was also an honour for the Dorel executive management team, comprising my brothers Jeffrey and Alan, Jeff Segel
and myself to be named as the recipient of the Quebec region Ernst & Young Entrepreneur of the Year 2004 award.

The final word of thanks is to our shareholders, many of whom have supported Dorel for years. We are grateful for
this encouragement and are pleased that we have been able to provide meaningful returns to many of you.

etets oz

Martin Schwartz
President and Chief Executive Officer

March 9, 2005

SCHWINN'S REBORN STING-RAY PRODUCED DRAMATIC RESULTS-OVER

500,000 UNITS SOLD, EXCELLENT MARGINS AND IT WAS NAMED 2004
OUTDOOR TOY OF THE YEAR BY THE TOY INDUSTRY ASSOCIATION.




This Management's Discussion and Analysis of financial conditions and results of operations ("“MD&A”) should be read in conjunction
with the consolidated financial statements for Dorel Industries Inc. (“Dorel” or “the Company”] fiscal years ended December 30, 2004,
2003 and 2002 (“the Consolidated Financial Statements”), as well as with the notes to the Consolidated Financial Statements.
All financial information contained in this MD&A and in the Company’'s Consolidated Financial Statements have been prepared
in accordance with Canadian generally accepted accounting principles (GAAP). Any non-GAAP financial measures referred to in this
MD&A are clearly identified and reconciled to GAAP as necessary. The effect of significant differences between Canadian and U.S. GAAP
are discussed in Note 26 to the Company’s Consolidated Financial Statements. Unless otherwise indicated, all figures are U.S. dollars.
This MD&A is current as of March 9, 2005.

Additional information relating to the Company filed with the Canadian securities regulatory authorities, including the Company's
Annual Information Form (“AIF”), and with the U.S. Securities and Exchange Commission, including the annual report on form 40F,
are to be available within the prescribed filing deadlines on-line at www.sedar.com and www.sec.gov respectively.

Corporate Overview

The Company’'s head office is based in Montreal, Quebec, Canada. In addition to the facilities described below, the Company's
subsidiaries have North American showrooms in Toronto, Ontario and High Point, North Carolina. In total, the Company operates in
fourteen countries with sales made throughout the world and employs approximately 5,000 people. Dorel’s ultimate goal is to satisfy
consumer needs while achieving maximum financial results for its shareholders. The Company's growth has resulted from both
increasing sales of existing businesses and by acquiring businesses that management believe add value to the Company.

Dorel Industries’ goal is to be one of the premier consumer products companies in North America and Europe. Traditionally known for
its juvenile and home furnishing offerings, Dorel expanded its consumer products philosophy, entering the recreational products
market with the acquisition of Pacific Cycle in February 2004. The Company now carries out its business in three distinct product
segments: juvenile products, home furnishings and recreational/leisure items. Within each of these segments, there are several
operating divisions or subsidiaries. Each is operated independently by a separate group of managers. Senior management
of the Company coordinates the businesses of all segments and maximizes cross-selling, cross-marketing, procurement and other
complementary business opportunities.
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Dorel conducts its business through a variety of sales and distribution arrangements. These consist of salaried employees; individual
agents who carry the Company’s products on either an exclusive or non-exclusive basis; individual specialized agents who sell
products, including Dorel's, exclusively to one customer such as a major discount chain; and sales agencies which themselves employ
their own sales force. While retailers carry out the bulk of the advertising of Dorel’s products, all of the segments advertise and
promote their products through the use of advertisements in specific magazines, multi-product brochures and other media outlets.

Dorel believes that its commitment to providing a high quality, industry-leading level of service has allowed it to develop successful and
mutually beneficial relationships with major retailers. Since 1992, its major customers have presented the Company with more than
40 awards of excellence. This level of customer satisfaction has been achieved by fostering particularly close contacts between Dorel's
sales representatives and clients. Permanent, full-service agency account teams dedicated exclusively to certain major accounts have
been established. These dedicated account teams provide these customers with the assurance that inventory and supply requirements
will be met and that any problems will be immediately addressed.

In addition to quality products and dedicated customer service, strong consumer brands are an important element of Dorel’s strategy.
As examples, in North America, Schwinn is one of the most recognized sporting goods brand names, as are brands such as Nike,
Reebok and Adidas. Safety 1*'is a highly regarded Dorel brand in the North American juvenile products market. In Europe, Bébé Confort
is universally recognized and has a 96% brand awareness in France. These brands, and the fact that Dorel has a wide range of other
brand names, allows for product and price differentiation within the same product categories. Product development is the final element
of Dorel's past and future growth. As a growing consumer products company, Dorel has invested heavily in this area, focusing
on innovation, quality, safety and speed to market with several design and product development centres. Over the past two years,
Dorel has spent more than $35.0 million on new product development.

Operating Segments

The Juvenile Products (“Juvenile”) segment operates in both North America and Europe. The North American operations
are headquartered from Columbus, Indiana and consist of Dorel Juvenile Group (DJG) USA and Dorel Sales and Distribution Canada.
As well as being the headquarters, all North American manufacturing and car seat product development is based in Columbus. Juvenile
products, other than car seats, are conceived, designed and developed in Canton, Massachusetts. Distribution centres are located
in Indiana, California and Quebec. The principal brand names in North America are Cosco and Safety 1%. In addition, DJG North America
has a licensing agreement with the well-recognized Eddie Bauer brand name. Dorel Europe is headquartered in Cholet, France and
includes major manufacturing facilities in France, Italy and Portugal. In addition, sales and/or distribution subsidiaries are located
in Holland, Spain, the United Kingdom, Germany, Belgium, Austria and Switzerland. In Europe, products are marketed under the brand
names Bébé Confort, Maxi-Cosi, Quinny, Babidéal, Baby Relax and Safety 1, as well as sold to customers who market products under
various house brand names.

The Juvenile segment manufactures and imports products such as infant car seats, strollers, high chairs, toddler beds, playpens,
swings and infant health and safety aids. Dorel is among the three largest juvenile products companies in North America along with
Graco (a part of the Newell Group of companies) and Evenflo Company Inc., and when combined with its European operations,
is the largest juvenile products company in the world, within its principal categories.

Although Dorel manufactures and sells juvenile products at all price levels - from entry level to high-end price points - Dorel's products are
designed for consumers whose priorities are safety and quality at reasonable prices. Its products are sold principally through mass
merchants, department stores and hardware/home centres. In recent years, licensing agreements with well-recognized brand names have
accelerated the entry into the higher priced juvenile products market. In Europe, Dorel also sells higher-end juvenile products to boutiques
and smaller stores along with major European chains. In 2004, this segment accounted for approximately 45% of Dorel's revenues.

The Home Furnishings segment consists of Ameriwood Industries ("Ameriwood”), as well as Cosco Home & Office Products and Dorel
Asia. Ameriwood specializes in ready-to-assemble (RTA] furniture and is headquartered in Wright City, Missouri. Cosco Home and
Office is located in Columbus, Indiana and in addition to selling under the Cosco brand has a licensing agreement with Samsonite.
In addition, significant manufacturing and distribution facilities are located in Michigan, Ohio, Ontario and Quebec. Brand names used
by Ameriwood are Ameriwood, Ridgewood, Charleswood, Altra, Dorel Home Products, Carina and SystemBuild. During the year,
licensing arrangements were made with California Closets and Trading Spaces, which should provide additional branding opportunities
going forward. During the year, Cosco Home and Office entered the home healthcare market with its launch of Ability Care Essentials,
a line of healthcare products aimed at the end consumer. Dorel Asia specializes in sourcing finished goods from the Orient for sale in
North America, and is becoming a proportionately larger piece of the segment.



REVENUES BY SEGMENT 2004 2003
Juvenile
. 22.9%
Home and Office
45.0% 42.4%
Recreational / Leisure 57.6%
32.1%

The Home Furnishings segment produces RTA furniture for the home and office, metal folding furniture, futons, step stools, ladders
and other imported furniture items. RTA furniture is manufactured and packaged as component parts and is assembled by the
consumer. RTA furniture, by its nature, is a reasonably priced alternative to traditional wooden furniture. Home furnishings are sold
mainly to mass merchants, office superstores and hardware/home centres. Dorel believes it is now the second largest producer of RTA
furniture in North America. The Company's competitors include Bush Industries, O'Sullivan Industries and Sauder. Besides these large
RTA manufacturers, the Home Furnishings industry segment in which Dorel competes is characterized by a large number of smaller
competitors. As such, there is little market share information available that would help determine the Company's size or performance
in relation to these competitors. In 2004, this segment accounted for approximately 30% of Dorel's revenues.

In February 2004, Dorel entered a new operating segment with the acquisition of Pacific Cycle. Based in Madison, Wisconsin with
distribution in California and Illinois, Pacific Cycle is a leader in the design, marketing and distribution of high quality, branded bicycles
and other recreational products. Best known for its Schwinn, Mongoose and GT bicycle brands, the Company also markets products
under the Roadmaster, InStep, Pacific, and Murray labels. Pacific Cycle combines these well-known brands with long-established,
efficient Asian sourcing. It distributes its brands through its strong relationships with high volume retailers, particularly in the mass
merchant channel. By capitalizing on the continued growth of this sales channel, Pacific Cycle has garnered an industry-leading 27%
share of total U.S. bicycle sales, including 44% of the bicycle sales in the mass merchant sector. Pacific's brand portfolio enables it
to serve virtually all consumer demographics, price categories and bicycling styles. In 2004, this segment accounted for approximately
25% of Dorel's revenues.

Pacific Cycle in the U.S. participates in the $75.0 billion recreational products industry comprised of sports and fitness equipment,
footwear, apparel, and recreational transport items including bicycles, pleasure boats and RVs. Within the recreational products
market, the U.S. bicycle industry accounts for an estimated $5.5 billion in retail sales annually, of which approximately $2.3 billion
represents bicycles while the remainder represents parts and accessories. Principal competitors include Huffy, Dynacraft, Trek, Derby,
Giant, Specialized and Cannondale.

While sales have varied during certain periods with product trends, such as the rise in popularity of mountain bikes in the late 1990s,
the overall market has been stable. Since 1995, between 16 and 18 million units have been sold in the U.S each year. While the
U.S. bicycle market has remained relatively flat over the past five years, the mass merchant channel has captured market share.
Purchasing patterns are generally influenced by economic conditions, weather and seasonality. The mass merchant channel today
represents over 75% of unit sales. During that same period, the average retail price of bicycles has fallen as production has shifted
almost entirely overseas.

Dorel's seasonality of sales can vary from year to year. In 2003 and 2004, the fourth quarter was the strongest of the year. Historically,
sales have tended to be their lowest during the second quarter of the year. However, the acquisition of Pacific Cycle has changed that,
as the second quarter is traditionally its strongest. Therefore going forward, seasonality should not be a material factor in quarterly
results, though operating segments within Dorel may vary more significantly.
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Operating Results

Part of Dorel's growth strategy is through strategic acquisitions. In reviewing the results of the Company's operating performance and
its financial position, the following acquisitions in 2003 and 2004 must be considered. In February 2003, Dorel acquired Ampa
Development SAS (Ampafrance) of Cholet, France, a developer, manufacturer, marketer and distributor of juvenile products for a total
consideration of $247.2 million. Now known as Dorel France, its brands are extremely well-recognized throughout Europe and its
products include prams, strollers, car seats, high chairs, beds, play yards, safety aids, apparel, as well as feeding accessories.

In September 2003, the Company acquired all the outstanding common shares of Carina Furniture Industries Ltd., a manufacturer
of RTA furniture, for a total consideration of $39.9 million, including an estimate of restructuring costs at that time. The addition
of Carina broadened Dorel's product line and helped make Dorel the number two RTA furniture producer in North America. As detailed
above, in February 2004 the Company acquired Pacific Cycle for total consideration of $311.0 million. Pacific Cycle is a leader in the
design, marketing and distribution of high quality, branded bicycles and other recreational products.

When comparing 2004 to 2003, it should be noted that the retroactive recognition of customer relationship intangible assets acquired in
connection with the two business acquisitions in 2003, in the amount of $36.9 million and long-term future income tax liabilities in the
amount of $12.9 million have been retroactively recognized as at the dates of acquisition. As a result, the carrying amount of goodwill
has been reduced by $24.0 million. As these intangible assets have definite useful lives, the Company has recorded additional
amortization expense in the amount of $1.3 million in 2003. The after-tax income effect of this non-cash charge is a reduction in net
income of $0.8 million, or 3 cents per diluted share. These restated figures are reflected in all amounts referred to in this MD&A.

Following is a selected summary of Dorel's operating results on an annual and quarterly basis:

Selected Financial Information
(ALL TABULAR FIGURES ARE IN THOUSANDS EXCEPT PER SHARE AMOUNTS)
Operating Results for the Years ended December 30:

2004

% of
revenues

% of % of
$ revenues $ revenues $

Revenues $1,684,870 100.0% $1,163,766 100.0% $ 992,073 100.0 %

Net income $ 100,076 5.9% $ 74,200 64% $ 61,595 6.2%
Earnings per share:

Basic $ 3.06 $ 2.33 $ 2.05

Diluted $ 3.04 $ 2.29 $ 2.00




2004 ANNUAL REPORT

Operating Results for the Quarters Ended

31-Mar-04 30-Jun-04 30-Sep-04 30-Dec-04

$ 391,231 403,527 $ 428,154 $ 461,958
$ 19,400 17,908 $ 28,047 $ 34,722

Revenues

Net income
Earnings per share
$ 0.59 0.55 $ 0.86 $ 1.06
$ 0.59 0.54 $ 0.85 $ 1.05

Basic
Diluted

Operating Results for the Quarters Ended
31-Mar-03 30-Jun-03 30-Sep-03

Revenues $ 276,885 $ 264,740 $ 298464 $ 323,677
Net income $ 19,120 $ 16,057 $ 18,545 $ 20,478
Earnings per share
Basic $ 0.61 $ 0.51 $ 0.58 $ 0.63
Diluted $ 0.59 $ 0.50 $ 0.57 $ 0.63

Income Statement

2004 versus 2003

As there were no significant events that materially affected the Company’s operating results in the fourth quarter of either 2004
or 2003, variations in the fourth quarter versus last year's fourth quarter are included in the year-over-year analysis as required.

For fiscal 2004, Dorel posted revenues of $1,684.9 million, an increase of 44.8% from the $1,163.8 million last year. Net income for the
full year amounted to $100.1 million or $3.04 per share fully diluted, compared to 2003 net income of $74.2 million or $2.29 per diluted
share. Revenues for the fourth quarter rose to $462.0 million, up 42.7% from $323.7 million a year ago. Net income for the fourth
quarter jumped 69.6% to $34.7 million from $20.5 million. Earnings per share for the final quarter were $1.05 fully diluted, compared
to $0.63 per share in the fourth quarter the previous year.

TOTAL REVENUE NET INCOME PER SHARE (DILUTED) NET INCOME
IN'MILLIONS OF U.S. DOLLARS IN'U.S. DOLLARS IN'MILLIONS OF U.S. DOLLARS
5 year CAGR - 23% 5 year CAGR -17% 5year CAGR - 21%

1684.9
3.04
100.1

15



16 2004 ANNUAL REPORT

The revenue increase originated as follows:

Fourth Quarter

Increase Increase
Segment 2003 (decrease) (decrease)

Juvenile 193,102 171,011 $ 22,09 12.9% $ 758367 $ 670,106 $ 88,261 13.2%
Home Furnishings 144,911 152,666 (7,755) (5.1%) 540,620 493,660 46,960  9.5%
Recreational/Leisure 123,945 = 123,945 = 385,883 = 385,883 =

Total revenues 461,958 $ 323,677 $ 138,281 42.7% $ 1,684,870  $ 1,163,766 $ 521,104 44.8%

The principal changes in earnings are summarized as follow:

Fourth Quarter Year

CHANGE IN EARNINGS FROM OPERATIONS
BY SEGMENT:

Recreational/Leisure (Pacific Cycle) contribution $ 15,666 $ 49,447

Home Furnishings decrease (6,072) (23,367)

Juvenile increase 3,149 1,162
Total earnings from operations increase 12,743 27,242
Increase in interest costs (3,898) (16,427
Decrease in income taxes 6,583 18,254
Other (1,185) (3,193)
Total increase in net income $ 14,243 $ 25,876

The Pacific Cycle acquisition has proven to be as successful as anticipated and has helped offset a challenging year for the Home
Furnishings segment as illustrated in the preceding table. The Juvenile segment's earnings increased over 2003, principally as a result
of increased earnings in Europe. Detailed analyses of segmented results are presented within the discussion that follows this overview.

Interest costs in 2004 increased over 2003. The costs associated with the Pacific Cycle acquisition were financed principally by
borrowings from the Company's revolving facilities, which bore interest at an average rate of 4.37% throughout the year. For the year,
the increase in interest can be broken down as follows:

Borrowings for Pacific Cycle acquisition $ 12,000
Interest incurred on product liability settlement 2,100
Higher interest rates 2,000
Other 327

$ 16,427

The Company's tax rate decreased from 25.3% in 2003 to 6.4% in 2004. As a multi-national company, Dorel is resident in numerous
countries and therefore subject to different tax rates in those various tax jurisdictions. Upon the acquisition of Pacific Cycle it was
expected that the 2004 tax rate would be approximately 20%. The actual tax rate of 6.4% was principally as a result of lower than
anticipated earnings in higher tax rate jurisdictions. In addition, certain costs are tax deductible regardless of the pre-tax earnings levels
within a given jurisdiction. This change in earnings jurisdiction accounted for an approximate 9% decline in the tax rate. The balance of
the decline was principally due to revaluation of long-term future tax balances, the benefit of loss carry-forwards not previously
recognized and other adjustments that were not anticipated. To adjust the Company’s income tax rate to 6.4% from the 11% to 12% as
at the end of the third quarter, a tax recovery of $0.8 million was recorded in the fourth quarter.
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Segment Results
Juvenile

2004 2003

% of % of
$ revenues $ revenues

Revenues $ 758,367 100.0% $ 670,106 100.0% $ 88,261 13.2%

Gross profit 224,324 29.6% 200,732 30.0% 23,592 11.8%
Operating expenses 126,166 16.6% 108,019 16.1% 18,147 16.8%
Amortization 27,558 3.6% 23,319 3.5% 4,239 18.2%
Research and development 4,675 0.6% 4,631 0.7% A 1.0%

Earnings from operations $ 65,925 8.8% $ 64,763 9.7% $ 1,162 1.8%

Juvenile segment revenues for the fourth quarter were up 12.9% to $193.1 million from JUVENILE REVENUES
. s . ) S IN MILLIONS OF U.S. DOLLARS
last year's fourth quarter $171.0 million. Earnings from operations for the period increased 5 year CAGR - 27%

20.3% to $18.6 million from $15.5 million. 2004 revenues rose 13.2% to $758.4 million from
$670.1 million a year ago. Earnings from operations grew 1.8% year-over-year to
$65.9 million, compared to $64.8 million.

The Dorel Juvenile Group (“DJG”) in North America posted fourth quarter revenues
6% higher than the prior year, while earnings declined due principally to a negative product
mix, higher raw material costs, and higher distribution costs as a result of significantly
higher inventory levels. For the year, DJG North America’s revenues increased 10%;
however, competitive pricing pressures, higher costs in raw materials and product liability
costs reduced earnings by approximately 30% from last year's levels. Earnings excluding
the higher product liability costs in 2004 decreased less than 4%.

Dorel Europe's fourth quarter revenues in U.S. dollars increased 23%, while earnings
jumped 176%. In Euros, revenues increased almost 13% with earnings rising 153%.
The majority of the earnings improvement was at Dorel Nederland, which had posted a loss in the fourth quarter of 2003.
Gross margins in Europe continued to improve throughout the year and in the fourth quarter were at their highest levels since the
Ampafrance acquisition.

For the year, Dorel Europe represented 40% of the segment’s revenues in U.S. dollars and accounted for almost 60% of its
earnings. All three of its main operating units based in France, Holland and the United Kingdom posted earnings increases. In
particular, Dorel Nederland was the most significant contributor to earnings, recovering from a slight loss in 2003. Dorel UK's
revenues and earnings were the highest in its history, aided by its now broader portfolio of juvenile brands acquired with
Ampafrance in 2003. The strength of the Euro in 2004 added earnings of approximately $1.0 million in the quarter and $3.7 million
for the year.
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Home Furnishings

2004 2003
% of % of

$ revenues $ revenues

Revenues $ 540,620 100.0% $ 493,660 100.0% $ 46,960 9.5%

Gross profit 83,372 15.4% 105,281 21.3% (21,909) (20.8% )
Operating expenses 31,842 5.9% 30,752 6.2% 1,090 3.5%
Amortization 6,432 1.2% 6,122 1.2% 311 5.1%
Research and development 1,745 0.3% 1,688 0.3% 57 3.4%

Earnings from operations $ 43,353 8.0% $ 66,719 13.6% $ (23,367) (35.0%)

Home Furnishings segment revenues for the fourth quarter decreased 5.1% to HOME FURNISHINGS REVENUES
A . L . IN MILLIONS OF U.S. DOLLARS
$144.9 million from last year's fourth quarter revenues of $152.7 million. Earnings from 5 year CAGR - 8%

operations for the period decreased 30% to $14.2 million from $20.2 million. 2004
revenues rose 9.5% to $540.6 million from $493.7 million a year ago. However, earnings
from operations fell 35% year-over-year to $43.4 million, compared to $66.7 million.
Gross margins for the year were 15.4%, versus 21.3% in 2003. For the fourth quarter,
margins were also down at 15.7% versus 20.2% in the prior year. Third quarter margins
in 2004 were 16.8% and it had been expected that fourth quarter margins would
improve. However, a greater proportion of revenues from the lower margin import
business of Cosco Home & Office and Dorel Asia, as well as lower than expected sales
levels at Ameriwood offset price increases to customers.

Results in the Home Furnishings segment were impacted by decreased earnings at
Ameriwood. Board prices began to climb dramatically at the end of 2003 and this climb
continued throughout most of 2004. At their peak, board prices were up to 50% higher over
levels seen in the prior year. In addition, over and above the cost of the board, availability earlier in the first half of the year was limited.
This resulted in inventory levels being far too low and orders were produced in much shorter production runs causing plant efficiencies
to fall below planned levels. Though they improved throughout the year, productivity was below last year's levels and materials other
than board also experienced cost increases. The stronger Canadian dollar also decreased earnings as two of the five Ameriwood plants
are located in Canada and have substantial sales into the U.S. Given these higher costs, price increases to customers were initiated.
However, as every customer program is different, there is a significant lag between the initial impact of higher costs and the successful
implementation of these price increases. Throughout the second half of the year, increases did go into effect for certain customers.
Unfortunately, these increases did not offset the higher costs incurred.

Offsetting declines at Ameriwood, Dorel Asia and Cosco Home & Office both posted significant revenue gains over last year, increasing
a combined 20% for the year. Dorel Asia had its most profitable year and recorded a 70% increase in earnings over last year. Cosco
Home & Office posted 6% sales gains for the year and produced flat earnings results for the year, as that division was adversely affected
by higher steel and transportation costs. For the segment as a whole, year-to-date operating costs remained in line at 5.9% of sales as
opposed to 6.2% of sales in 2003. The new mattress manufacturing equipment installed during the year at the Montreal futon plant also
contributed to the segment’s earnings by producing improved margins. However, revenues were down in the fourth quarter versus last
year, which meant that margins and earnings were lower than those achieved in the third quarter.
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Recreational/Leisure

2004

% of
revenues

Revenues 385,883

Gross profit 85,752 22.2%
Operating expenses 35,756 9.3%
Amortization 549 0.1%

Earnings from operations $ 49,447 12.8%

The Recreational/Leisure segment, comprising newly acquired Pacific Cycle, had a successful year, driven by the Schwinn Sting-Ray
bicycle which proved to be one of the most successful bicycle launches ever. Over 500,000 Sting-Ray bicycles were sold to several large
retailers. The exposure generated by the Sting-Ray also re-invigorated the already exceptional Schwinn brand name. Gross margins
were dampened by higher steel and aluminum costs for the Company's suppliers, some of which were passed on to Dorel, thereby
reducing margins. Operating costs in this segment were 9.3% of sales, which was higher than initially anticipated. The principal reason
was higher promotional costs connected to the Sting-Ray.

Upon acquisition it was expected that this new segment would account for revenues of $335.0 million to $375.0 million with earnings
from operations of 12% to 13% of revenues. Actual results were above that range with revenues of $385.9 million with associated
earnings of 12.8%, or $49.4 million.

Balance Sheet

Selected Balance Sheet Data as at December 30:

Total assets $ 1,616,902 $ 1,128,963 $ 614,742

LONG-TERM FINANCIAL LIABILITIES,
EXCLUDING CURRENT PORTION:

Long-term debt $ 505816 $ 282,421 $ 82,785

Other long-term liabilities,
including balance of sale amounts $ 13,292 $ 10,580 $ 516

The Company's balance sheet changed significantly in the year due to the Pacific Cycle business acquisition and foreign exchange
rates. Financial leverage increased in the year as the acquisition was financed with debt.

The increase in total assets of $487.9 million in 2004 can be summarized as follows:

Pacific Cycle assets, values as at year end $ 409,853
Conversion of Euro denominated assets 41,642
Higher capital assets at USA subsidiaries 13,795
Higher current assets at USA subsidiaries 16,359
Other 6,290
Total $ 487,939

The capital assets increase is principally due to the DJG USA Columbus, Indiana factory expansion completed in 2004 and the
continuing ERP computer system implementation at DJG USA. The higher current assets at Dorel USA are due to a stronger fourth
quarter in 2004 versus 2003, which resulted in higher accounts receivable levels. In addition, inventory levels are higher than in 2003 as
these levels were unusually low in the prior year. Note that these higher levels did not have a negative effect on the Company's working
capital ratios as illustrated below:
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As at December 30,

2004 2003

Quick ratio 0.79 0.85
Current ratio 1.68 1.76
# of Days in receivables 55.45 56.19
# of Days in inventory 77.85 79.97

Two of the most significant changes in the assets were in goodwill and other intangibles. The Pacific Cycle acquisition created
$147.6 million of goodwill and $127.0 million of trademark intangibles. Additional details regarding this acquisition may be found in
Note 3 to the Consolidated Financial Statements. The intangibles were recognized for the strength of the Pacific Cycle trademarks,
principally the Schwinn, Mongoose and GT trade brands. Over and above this acquisition, the foreign exchange conversion of the
European companies within Dorel at the end of 2004 increased the overall value of goodwill and intangibles by approximately
$25.0 million.

The reasons for the increase in long-term debt of $223.3 million in 2004 can be summarized as follows:

Initial borrowings for the acquisition of Pacific Cycle $ 288,000
Free cash flow generated in the year (66,226)
Other 1,549
Total $ 223323

The Company's subsidiaries are considered to be self-sustaining. As such, any foreign exchange fluctuations on conversion of non-U.S.
functional currency subsidiaries to the U.S. dollar are included in the cumulative translation adjustment (CTA) account as opposed to
the income statement. In 2004, exchange rates had a positive impact on the balance sheet as the CTA account increased from
$50.9 million to $79.5 million.
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Liquidity and Capital Resources
Cash Flow

Free cash flow, defined as cash flow from operations less capital expenditures was $66.2 million in 2004 versus $60.2 million in 2003,
detailed as follows:

2003 Change
Cash flow from operations before changes in
non-cash working capital: 132,598 $ 112,925 $ 19,673
Change in:
Inventories (28,769 (20,356 ) (8,417)
Accounts receivable (36,138) (8,062) (28,076
Accounts payable and other liabilities 42,588 34,809 7,779
Income taxes payable 4,451 (12,098) 16,549
Other 813 3,229 (2,416)
(17,055 ) (2,478) (14,577)
Cash flow from operations 115,543 110,447 5,096
Less:
Additions to capital assets - net (32,600) (34,076 ) 1,476
Deferred charges (13,688 ) (11,659) (2,029)
Intangible assets (3,029) (4,491) 1,462
(49,317) (50,226 909
Free cash flow 66,226 $ 60,221 $ 6,005

During 2004, cash flow from operations, before changes in working capital, improved by $19.7 million. However, after changes in
non-cash working capital items, cash flow from operations increased by only $5.1 million. The main reasons for the lower increase
were higher inventory and accounts receivable balances, offset by higher accounts payable balances. Capital spending was consistent
between both years. The “factory of the future” project that started in 2003 at the Company's Columbus, Indiana facility was completed
in 2004 at a total cost of $24.0 million.

Effective January 29, 2004 the Company amended its unsecured credit facility, increasing availability to $470.0 million. This
increased availability replaced the Company's previous limit of $245.0 million as disclosed in the Company's year-end financial
statements dated December 30, 2003. During 2004, Dorel was compliant with all covenant requirements and expects to be so
going forward. The Company continuously reviews its cash management and financing strategy to optimize the use of funds and
minimize its cost of borrowing. It is the Company policy not to pay dividends to its shareholders in the belief that cash is best
conserved to finance its ongoing growth strategy, though the Board of Directors will continue to evaluate the merits of this policy
going forward.
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Contractual Obligations
The following is a table of significant contractual obligations of the Company as of December 30, 2004:

Less
Total than 1 year 1-3years 4 -5years After 5 years

CONTRACTUAL OBLIGATIONS:

Long-term debt repayments $ 513,541 $ 7,719 $ 343,027 $ 71,242 $ 91,553

Net operating lease commitments 57,285 18,159 21,789 11,348 5,989

Capital addition purchase commitments 5,768 5,768 - - -

Minimum payments under licensing agreements 2,207 108 2,099 - -
Total contractual obligations $ 578,801 $ 31,754 $ 366,915 $ 82,590 $ 97,542

The Company does not have significant contractual commitments beyond those reflected in the consolidated balance sheet,
the commitments in Note 18 to the Consolidated Financial Statements or those listed in the table above.

For purposes of this table, contractual obligations for the purchases of goods or services are defined as agreements that are
enforceable and legally binding on the Company and that specify all significant terms, including: fixed or variable price provisions; and
the approximate timing of the transaction. The Company does not have significant agreements for the purchase of raw materials or
finished goods specifying minimum quantities or set prices that exceed its short term expected requirements. Therefore, not included
in the above table are Dorel's outstanding purchase orders for raw materials, finished goods or other goods and services which are
based on current needs and are fulfilled by our vendors on relatively short timetables.

As new product development is vital to the continued success of Dorel, the Company must make capital investments in research
and development, moulds and other machinery, equipment and technology. It is expected that the Company will invest at least
$25.0 million over the course of 2005 to meet its new product development and other growth objectives. It is expected that these capital
additions will be funded by cash flow generated by existing operations.

Over and above long-term debt in the contractual obligation table, included in the Company’s long-term liabilities are the following amounts:

Post-retirement benefit obligation: As detailed in Note 14 of the Consolidated Financial Statements, this amount of $14.7 million
pertains to one of the Company's subsidiaries post-retirement benefit plan for substantially all its employees. Benefits expected
to be paid under this plan in 2005 approximate $0.7 million.

Balance of sale: The long-term portion in the amount of $5.3 million is due to be paid in two equal amounts in the years 2006 and 2007.

Other long-term liabilities consist of:

- Government mandated employee savings plans in Europe, the majority of which are due after five years $ 6,894
- A non-interest bearing State government loan due in equal instalments of $167 over the next five years 833
- Environmental liability, due over an indeterminable period 287

$ 8,014

Derivative Financial Instruments

As a result of its global operating activities, Dorel is subject to various market risks relating primarily to foreign currency exchange
rate risk. In order to reduce or eliminate the associated risks, the Company uses various derivative financial instruments such as
options, futures and forward contracts to hedge against adverse fluctuations in currency. The Company’s main source of foreign
currency exchange rate risk resides in sales and purchases of goods denominated in currencies other than the functional currency
of each of Dorel's subsidiaries. In fact, the Company's financial debt mainly consists of notes issued exclusively in U.S. dollars,
for which no foreign currency hedging is required. Short-term credit lines and overdrafts commonly used by Dorel's subsidiaries
are in the currency of the borrowing entity and therefore carry no exchange-rate risk. Inter-company loans/ borrowings are
hedged as appropriate, whenever they present a net exposure to exchange-rate risk.

As such, derivative financial instruments are used as a method for meeting the risk reduction objectives of the Company by generating
offsetting cash flows related to the underlying position in respect of amount and timing. Dorel does not hold or use derivative financial
instruments for speculative purposes and only concludes hedge transactions with major financial institutions that meet its credit
evaluation standards. The decision whether and when to commence a hedge, along with the duration of the hedge, can vary from period to
period depending on market conditions and the relative costs of various hedging instruments. The duration of a hedge is always linked to
the timing of the underlying exposure, with the connection between the two being constantly monitored to ensure effectiveness.



The foreign currency gains and losses on these derivative contracts are not recognized in the consolidated financial statements
until the underlying transaction is recorded in net income. The foreign currency gains and losses on these contracts are recorded in
the same category as the hedged item. When the underlying transaction is a forecasted foreign currency cost, gains and losses
are generally included in cost of sales. Realized and unrealized gains and losses associated with derivative instruments, which cease
to be effective or have been settled prior to maturity, are deferred and included in accounts payable and accrued liabilities or in
accounts receivable on the consolidated balance sheet if the underlying forecasted foreign currency cash flows are still probable
of occurring and recognized to income in the period in which the related hedged transaction is recorded in net income. Otherwise,
these gains and losses are recognized immediately to income.

Derivative contracts held to manage foreign currency risk are maintained off-balance sheet unless they do not meet the applicable
hedging criteria. The fair values and notional amounts of derivatives and the fair values and carrying amounts of recognized financial
instruments are disclosed in Note 13 of the Consolidated Financial Statements.

Revenue growth in 2003 versus 2002 was driven by the Ampafrance (Ampa) acquisition in February 2003 and Carina Industries
in September 2003. The acquisitions of Ampa in Europe and Carina in Canada allowed the Company to expand its business
and diversify both its customer base and product range. With the exception of DJG USA, all divisions posted either revenue
increases or relatively flat results when compared to 2002. Net income for DJG USA was similar to the prior year, despite
its revenue decrease and higher product liability cost. Ameriwood suffered margin pressure throughout 2003, but effectively offset
this with the continued turn around of the Dorel Home Products futon business.

The gross margin improvement of 290 basis points in 2003 versus the prior year was attributed not only to the higher margins
at Ampa, but also to substantial improvements at DJG USA and DJG Canada. These improvements were offset somewhat by
a slight decrease within the Home Furnishings segment.

The above two factors were the principal drivers behind the Company's ability to deliver a 21% increase in net income in 2003.
Foreign exchange rates were a negative issue in 2003 for many multi-national Canadian corporations as the U.S. dollar weakened
against its Canadian counterpart. In Dorel’s case, this negative was felt in the Home Furnishings segment where three Canadian
plants manufactured and exported products to the U.S. Fortunately, within the Juvenile segment the increased proportion
of European business provided an offset against this negative impact. In addition, DJG Canada, an importer of U.S. dollar
denominated goods benefited on sales to its Canadian customers. Therefore, the overall impact of exchange rates on
the Company's earnings in 2003 was not material.

Interest expenses in 2003 were up from 2002 as a direct result of borrowings for the Ampafrance and Carina acquisitions. Income
taxes increased slightly to $25.2 million from $24.1 million in 2002. However, Dorel's tax rate decreased in 2003 from 28.1%
to 25.3%. This change in the tax rate was attributable to the proportionate change in pre-tax profits in the different tax jurisdictions
in which Dorel operates.

Critical Accounting Policies and Estimates

The Consolidated Financial Statements have been prepared in accordance with Canadian GAAP. The preparation of these financial
statements requires estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses,
and related disclosure of contingent assets and liabilities. A complete list of all relevant accounting policies is listed in Note 2
to the Consolidated Financial Statements.

The Company believes the following are the most critical accounting policies that affect Dorel's results as presented herein
and that would have the most material effect on the financial statements should these policies change or be applied in a
different manner:

e Goodwill and certain other indefinite life intangible assets: Goodwill and certain other intangible assets have indefinite
useful lives and as such, are not amortized to income. Instead, the Company must determine at least once annually whether
the fair values of these assets are less than their carrying value, thus indicating impairment. The fair value of these assets is
determined using alternative methods for market valuation. The Company uses either the discounted cash flows valuation
method or external valuations based on a market approach and makes assumptions and estimates in a number of areas,
including future cash flows, appropriate multiples of earnings of comparable companies and discount rates.

¢ Product liability: The Company is insured for product liability by the use of both traditional and self-funded insurance to mitigate
its product liability exposure. The estimated product liability exposure is calculated by an independent actuarial firm based on
historical sales volumes, past claims history and management and actuarial assumptions. The estimated exposure includes
incidents that have occurred, as well as incidents anticipated to occur on units sold prior to December 30, 2004.

23



24

Significant assumptions used in the actuarial model include management's estimates for pending claims, product life cycle,
discount rates, and the frequency and severity of product incidents.

e Pension plans and post retirement benefits: The costs of pension and other post-retirement benefits are calculated based
on assumptions determined by management, with the assistance of independent actuarial firms and consultants. These
assumptions include the long-term rate of return on pension assets, discount rates for pension and other post-retirement
benefits obligations, expected service period, salary increases, retirement ages of employees and health care cost trend rates.

¢ Allowances for sales returns and other customer programs: At the time revenue is recognized certain provisions may also be
recorded, including returns and allowances, which involve estimates based on current discussions with applicable customers,
historical experience with a particular customer and/or product, and other relevant factors. Historical sales returns, allowances,
write-offs, changes in our internal credit policies and customer concentrations are used when evaluating the adequacy of our
allowance for sales returns. In addition, the Company records estimated reductions to revenue for customer programs and
incentive offerings, including special pricing agreements, promotions, advertising allowances and other volume-based
incentives. Historical sales data, written and verbal agreements, customer vendor agreements, changes in our internal credit
policies and customer concentrations are analyzed when evaluating the adequacy of our allowances.

e Foreign currency translation: The financial statements of the Company's self-sustaining operations whose functional
currency is other than the U.S. dollar are translated from such functional currency to the U.S. dollar using the current rate
method. Resulting unrealized gains or losses are accumulated as a separate component of shareholders’ equity. If any of the
Company's foreign currency subsidiaries were to be deemed as integrated as opposed to self-sustaining, these gains or losses
would be included in the income statement as opposed to the balance sheet and could materially affect the results for the year.

Changes in Accounting Policies
o Stock-based compensation: In 2003, the Canadian Institute of Chartered Accountants (CICA) modified Section 3870
“Stock-Based Compensation and Other Stock-Based Payments”, which the Company has adopted on a prospective basis.
As a result, effective for the fiscal year beginning before January 1, 2004, the Company is required to recognize as an expense
to income, all stock options granted, modified or settled using the fair value based method. As the Company has elected
for prospective treatment of this section, only option grants issued in fiscal 2004 or later have an impact on operating results.
Total compensation cost recognized in income for employee stock options granted during the year amounts to $1.0 million.

¢ Hedging relationships: Effective January 1, 2004, the Company adopted the recommendations of the Canadian Institute
of Chartered Accountants Guideline 13 “Hedging Relationships”, which establishes certain conditions under which hedge
accounting may be applied. Any derivative instrument that does not qualify for hedge accounting is reported on a mark-to-market
basis in income. This change in accounting policy did not have a material impact on the Company's results.

Market Risks and Uncertainties

Dorel purchases both raw materials and finished goods. The main commodity items purchased for production include particle board,
plastic resins, linerboard, and textiles. Particle board and plastic resin prices were significantly higher in 2004 than in 2003. Linerboard
and textiles were also more expensive in 2004 versus 2003. These higher raw material costs were a significant contributor to decreased
margins in 2004.

The Company's purchased finished goods are largely produced from steel, aluminum, resin, textiles and wood. Prices of these
commodities increased during 2004, causing increases in the prices paid for these goods. In addition, Dorel is among the world's
largest 20 purchasers of ocean freight container transport from the Orient. Container freight costs were higher in 2004 relative to 2003
as supply continued to be tight in both eastbound trans-pacific and Asia-Europe lanes and due to higher fuel costs.

The higher costs experienced in 2004 are expected to remain in place throughout most of 2005. Further increases in these costs could
affect earnings negatively going forward.



For the year ended December 30, 2004, approximately 52% of Dorel's revenues were made to its two largest customers. This compares to
49% in 2003. Dorel does not have long-term contracts with its customers, and as such revenues are dependent upon Dorel's continuing
ability to deliver attractive products at a reasonable price, combined with high levels of service. There can be no assurance that Dorel will be
able to sell to such customers on an economically advantageous basis in the future or that such customers will continue to buy from Dorel.

A substantial portion of Dorel's revenues are to major retail chains. If certain of these major retailers cease operations, there could be
a material adverse effect on the Company’s consolidated results of operations. It should be noted that the Company conducts ongoing
credit reviews and maintains credit insurance on selected accounts to minimize this risk.

As with all manufacturers of products designed for use by consumers, Dorel is subject to numerous product liability claims, particularly
in the U.S. At Dorel, there is an ongoing effort to improve quality control and to ensure the safety of its products. The Company is insured
for product liability, by the use of both traditional insurance and by the Company’s wholly owned subsidiary, Dorel Insurance
Corporation, which functions as a captive insurance company, providing a self funded insurance program to mitigate its product liability
exposure. No assurance can be given that a judgment will not be rendered against it in an amount exceeding Dorel’s insurance
coverage limits.

As a multinational company that uses the U.S. dollar as its reporting currency, Dorel is subject to variations in currency values against the
U.S. dollar. The functional currency of Dorel's European operations is the Euro, with all other significant subsidiaries using the U.S. dollar as
its functional currency. As a result, Dorel's operating units outside of the U.S. assume the majority of the Company's foreign exchange risk.

Dorel's Canadian operations benefit from a stronger U.S. dollar as large portions of its revenues are generated in the U.S. and the
majority of its costs are in Canadian dollars. This situation is mitigated by Dorel Canada’s juvenile operations that import U.S. dollar
denominated goods. Dorel's European operations are negatively effected by a stronger U.S. dollar as portions of its purchases are in
U.S. dollars while its revenues are not. Where advantageous, the Company uses options, futures and forward contracts to hedge
against these adverse fluctuations in currency. While the Canadian operations and European operations offset the possible negative
impact of changes in the U.S. dollar, a significant change in the value of the U.S. dollar could affect future earnings.

As part of annual impairment tests, the value of goodwill and other indefinite life intangible assets are subject to significant
assumptions, such as future expected cash flows, the market value of comparable companies and assumed discount rates. In addition,
the value of customer relationship intangible assets recognized include significant assumptions in reference to customer attrition rates
and useful lives. Changes in these assumptions could materially affect these valuations.

The Company's current organizational structure has resulted in a comparatively low effective income tax rate. This structure and the
resulting tax rate are supported by current domestic tax laws in which the Company operates and by the application of income tax
treaties between various countries. Unanticipated changes to either these current domestic tax laws or rates, or to these tax treaties,
could impact the effective income tax rate of the Company.

To support continued revenue growth, the Company must continue to update existing products, design innovative new items, develop
strong brands and make significant capital investments. The Company has invested heavily in product development and plans to keep it at
the centre of its focus. In addition, the Company must continue to maintain, develop and strengthen our end-user brands. Should the
Company invest in or design products that are not accepted in the marketplace, or if its products are not brought to market in a timely
manner, and in certain cases, fail to be approved by the appropriate regulatory authorities, this could negatively impact future growth.
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Other Information
The designation and number of each class and series of the Company’s shares outstanding are:

e An unlimited number of Class "A" Multiple Voting Shares without nominal or par value, convertible at any time at the option of
the holder into Class "B" Subordinate Voting Shares on a one-for-one basis, and;

e An unlimited number of Class "B" Subordinate Voting Shares without nominal or par value, convertible into Class "A" Multiple
Voting Shares, under certain circumstances, if an offer is made to purchase the Class "A" shares.

Details of the issued and outstanding shares as of February 28, 2005 are as follows:

Class A Class B Total
Number $ Number $ $
4,706,294 $ 2,059 28,098,398 $ 158,894 $ 160,953

There were no significant changes to these values in the period between the February 28, 2005 and the date of this MD&A.

Outlook

In lieu of specific earnings guidance, Dorel is providing an outline of its expectations for 2005. These expectations are based on facts
known to the Company as at the writing of this MD&A and do not consider significant occurrences such as business acquisitions.
Readers are reminded to read the cautionary statement regarding forward-looking information at the end of this MD&A.

e Sales - Sales growth is expected to be between 5% and 10%.

e Cost of sales - Commodity prices were high in 2004 and were the largest contributor to decreased gross margins. Commodity
prices remain high and are not currently expected to decrease. As such, gross margin levels are expected to only improve mar-
ginally.

e Borrowing costs - Borrowing costs are expected to rise slightly. Interest rates on floating rate debt is expected to increase.
However, it is anticipated that free cash flow will be approximately $100.0 million and is expected to be applied against debt.

e Currencies - Based on current exchange rates, currencies are likely to have a similar impact on earnings in 2005 as in 2004.

o Effective tax rate - The 2005 tax rate is expected to be in the range of 15% to 20%. More than half of the anticipated increase
is due to a greater proportion of earnings and slightly higher anticipated 2005 tax rates in North America. The balance of the
increase expected is due to changes in the mix of earnings in the Company's other operating jurisdictions.

« Capital expenditures - Capital expenditures for 2005 are expected to be in the mid-$30.0 million range versus $49.3 million in 2004.

Forward-Looking Information

Certain statements included in this MD&A may constitute “forward-looking statements” within the meaning of the U.S. Private
Securities Litigation Reform Act of 1995. Forward-looking statements generally can be identified by the use of forward-looking
terminology such as “may”, “will", “expect”, “intend”, “estimate”, “anticipate”, “plan”, “foresee”, “believe” or “continue” or the
negatives of these terms or variations of them or similar terminology. We refer you to the Company's filings with the Canadian
securities regulatory authorities and the U.S. Securities and Exchange Commission for a discussion of the various factors that may
affect the Company's future results.

Readers are cautioned, however, not to place undue reliance on forward-looking statements as there can be no assurance that the
plans, intentions or expectations upon which they are based will occur. By their nature, forward-looking statements involve numerous
assumptions, known and unknown risks and uncertainties, both general and specific, that contribute to the possibility that the
predictions, forecasts, projections and other forward-looking statements will not occur. This may cause the Company's actual
performance and financial results in future periods to differ materially from any estimates or projections of future performance or
results expressed or implied by such forward-looking statements.

We believe that the expectations represented by such forward-looking statements are reasonable, yet there can be no assurance that
such expectations will prove to be correct. Furthermore, the forward-looking statements contained in this report are made as of the
date of this report, and we do not undertake any obligation to update publicly or to revise any of the included forward-looking
statements, whether as a result of new information, future events or otherwise. The forward-looking statements contained in this
report are expressly qualified by this cautionary statement.
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Dorel Industries Inc.'s Annual Report for the year ended December 30, 2004, and the financial statements included herein, were prepared by the Corporation’s
Management and approved by the Board of Directors. The Audit Committee of the Board is responsible for reviewing the financial statements in detail and for
ensuring that the Corporation’s internal control systems, management policies and accounting practices are adhered to.

The financial statements contained in this Annual Report have been prepared in accordance with the accounting policies which are enunciated in said report
and which Management believes to be appropriate for the activities of the Corporation. The external auditors appointed by the Corporation’s shareholders,

Goldsmith Hersh, have audited these financial statements and their report appears below. All information given in this Annual Report is consistent with the
financial statements included herein.

Martin Schwartz Jeffrey Schwartz
President and Chief Executive Officer Chief Financial Officer

TO THE SHAREHOLDERS AND BOARD OF DIRECTORS OF DOREL INDUSTRIES INC.

We have audited the accompanying consolidated balance sheets of Dorel Industries Inc. as of December 30, 2004 and 2003 and the related statements
of income, shareholders’ equity and cash flows for each of the three years in the period ended December 30, 2004. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards and standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Dorel Industries Inc.
as of December 30, 2004 and 2003 and the results of its operations and its cash flows for each of the three years in the period ended December 30, 2004,
in conformity with Canadian generally accepted accounting principles.

As discussed in Note 2 to the consolidated financial statements, the accompanying consolidated balance sheet as of December 30, 2003 and the related
consolidated statement of income, shareholders’ equity, and cash flows for the year ended December 30, 2003, have been restated for a change in the value
of goodwill as a result of the retroactive recognition of customer relationship intangible assets acquired in connection with the business acquisitions in 2003.

GOLDSMITH HERSH
CHARTERED ACCOUNTANTS

Gt frt

Montreal, Quebec
February 4, 2005
(except as to Note 25 which is as of February 11, 2005)
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AS AT DECEMBER 30, 2004
(IN THOUSANDS OF U.S. DOLLARS)

2004 2003

(As restated*)

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 13,877
Accounts receivable (Note 4) 210,905
Inventories (Note 5) 207,371
Prepaid expenses 10,719
Funds held by ceding insurer (Note 20) 6,803
Future income taxes (Note 21) 14,386
464,061
CAPITAL ASSETS (Note 6) 147,837
DEFERRED CHARGES (Note 7) 18,501
GOODWILL (Note 24) 353,316
INTANGIBLE ASSETS (Note 8) 125,946
FUTURE INCOME TAXES (Note 21) 8,307
OTHER ASSETS (Note 14) 10,995
$ 1,128,963
* See Note 2

APPROVED ON BEHALF OF THE BOARD

ks oz Ky Shng

DIRECTOR DIRECTOR

See accompanying notes.



2004 2003

(As restated*)

LIABILITIES
CURRENT LIABILITIES

Bank indebtedness (Note 9) $ 764
Accounts payable and accrued liabilities (Note 10) 253,145
Income taxes payable 2,037
Balance of sale payable -
Future income taxes 629
Current portion of long-term debt 7,758
264,333

LONG-TERM DEBT (Note 11) 282,421
BALANCE OF SALE PAYABLE (Note 3) 2,314
OTHER LONG-TERM LIABILITIES (Note 12) 8,266
POST-RETIREMENT BENEFIT OBLIGATION (Note 14) 13,818
FUTURE INCOME TAXES (Note 21) 63,832

SHAREHOLDERS' EQUITY
CAPITAL STOCK (Note 15) 156,274

CONTRIBUTED SURPLUS (Note 16) =

RETAINED EARNINGS 286,757
CUMULATIVE TRANSLATION ADJUSTMENT (Note 17) 50,948

493,979
$ ..... 1128%3 .......
* See Note 2

COMMITMENTS (Note 18)
CONTINGENT LIABILITIES (Note 19)
PRODUCT LIABILITY [Note 20)

See accompanying notes.
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FOR THE YEAR ENDED DECEMBER 30, 2004
(IN THOUSANDS OF U.S. DOLLARS)

2004 2003 2002
(As restated*)

Balance, beginning of year $ 212,660 $ 153,223
Net income 74,200 61,595
Share issue expenses (net of income taxes $1,072) - (1,990)
Premium paid on repurchase of shares (Note 16) (103) (168)
BALANCE, END OF YEAR $ 286,757 $ 212,660
* See Note 2

See accompanying notes.

FOR THE YEAR ENDED DECEMBER 30, 2004
(IN THOUSANDS OF U.S. DOLLARS, EXCEPT PER SHARE AMOUNTS)

2004 2003 2002
(As restated*)

Sales $ 1,158,666 $ 987,705

Licensing and commission income 5,100 4,368

TOTAL REVENUE 1,163,766 992,073
EXPENSES

Cost of sales 857,606 760,461

Operating 153,741 106,969

Amortization 30,526 24,850

Research and development costs 6,465 3,660

Interest on long-term debt 15,512 9,987

Other interest 565 452

1,064,415 906,379

INCOME BEFORE INCOME TAXES 99,351 85,694

Income taxes (Note 21)

Current 21,014 19,388
Future 4,137 4,711
25,151 24,099

NET INCOME $ 74,200 $ 61,595

EARNINGS PER SHARE (Note 22)

Basic $ 2.33 $ 2.05
Diluted $ 2.29 $ 2.00
* See Note 2

See accompanying notes.



FOR THE YEAR ENDED DECEMBER 30, 2004
(IN THOUSANDS OF U.S. DOLLARS)

2004 2003 2002
(As restated*)
CASH PROVIDED BY (USED INJ:
OPERATING ACTIVITIES

Net income $ 74,200 $ 61,595
Adjustments for:

Amortization 30,526 24,850

Future income taxes 4,137 4,711

Loss (gain) on disposal of capital assets (433) 858

Stock compensation expense - -
Funds held by ceding insurer 4,495 (11,298)

112,925 80,716

Changes in non-cash working capital (Note 23) (2,478) 46,222

CASH PROVIDED BY OPERATING ACTIVITIES 110,447 126,938

FINANCING ACTIVITIES

Bank indebtedness (12,551) (902)
Long-term debt 198,228 (142,704 )
Balance of sale and other long-term Lliabilities 3,853 -
Issuance of capital stock 17,854 75,472
Repurchase of capital stock (129) (218)
Share issue expenses = (3,062)
CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 207,255 (71,614)

INVESTING ACTIVITIES

Acquisition of subsidiary companies (Note 3) (287,060) -
Cash acquired 7,207 -
(279,853 ) =
Repurchase of accounts receivable (27,750 -
Additions to capital assets - net (34,076 (15,840)
Deferred charges (11,659) (5818)
Intangible assets (4,491) (3,571)
Other assets - 2,120
CASH USED IN INVESTING ACTIVITIES (357,829 ) (23,109)
OTHER
Effect of exchange rate changes on cash (446) 3,395
INCREASE (DECREASE] IN CASH AND CASH EQUIVALENTS (40,573) 35,810
Cash and cash equivalents, beginning of year 54,450 18,640
CASH AND CASH EQUIVALENTS, END OF YEAR $ 13,877 $ 54,450
*See Note 2

See accompanying notes.
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AS AT DECEMBER 30, 2004
(IN THOUSANDS OF U.S. DOLLARS, EXCEPT PER SHARE AMOUNTS)

Dorel Industries Inc. is a global consumer products company which designs, manufactures or sources, markets and distributes a diverse portfolio
of powerful product brands, marketed through its juvenile, home furnishings, and recreational/leisure segments. The principal markets for the Company’s
products are the United States, Canada and Europe.

Basis of Presentation

The financial statements have been prepared in accordance with Canadian Generally Accepted Accounting Principles (GAAP) using the U.S. dollar as the
reporting currency. The material differences between Canadian GAAP and United States GAAP are described and reconciled in Note 26. Certain comparative
figures have been reclassified to conform to the 2004 financial statement presentation.

Restatements

As a result of retroactive recognition of customer relationship intangible assets acquired in connection with the two business acquisitions in 2003, intangible
assets in the amount of $36,906 and long-term future tax liabilities in the amount of $12,911 have been recognized as at the dates of acquisition. As a result,
the carrying amount of goodwill has been reduced by $23,995. Additionally, as these intangible assets have definite useful lives, the Company has recorded
additional amortization expense in the amount of $1,275 in 2003. The after-tax income effect of this change is a reduction in net income of $826, or 3 cents
per diluted share.

Basis of Consolidation
The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries from the date of their acquisition.
All significant inter-company balances and transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and revenue and expenses during the period reported. Significant estimates and assumptions were used to evaluate the carrying value of long-lived assets,
valuation allowances for accounts receivable and inventories, restructuring reserves, liabilities for potential litigation claims and settlements including product
liability and assets and obligations related to employee pension and post-retirement benefits. Estimates and assumptions are reviewed periodically and the
effects of revisions are reflected in the consolidated financial statements in the period they are determined to be necessary. Actual results could differ from
those estimates.

Revenue Recognition
Sales, licensing and commission income are recognized upon shipment of product and transfer of ownership to the customer. Provisions for customer sales
and return allowances and incentives are made at the time of product shipment.

Cash and Cash Equivalents
All highly liquid investments with original maturities of three months or less are considered to be cash equivalents.

Inventories
Raw material inventories are valued at the lower of cost and replacement cost. Finished goods inventories are valued at the lower of cost and net realizable
value. Cost is determined on a first-in; first-out basis, and on a last-in; first-out basis for one of the Company’s subsidiaries.

Amortization
Capital assets are amortized as follows:

Method Rate
Buildings Straight-line 40 years
Machinery and equipment Declining balance 15%
Moulds Straight-Lline 3to byears
Furniture and fixtures Declining balance 20%
Vehicles Declining balance 30%
Computer equipment Declining balance 30%
Leasehold improvements Straight-line Over the term of the lease

Deferred charges
Deferred charges are carried at cost less accumulated amortization.

Research and Development Costs:
The Company incurred costs on activities which relate to research and development of new products. Research costs are expensed as they are
incurred. Development costs are also expensed as incurred unless they meet specific criteria related to technical, market and financial feasibility.
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Deferred charges (cont’d)

Research and Development Costs: (cont’d)

The Company incurred $18,563 (2003 - $16,709, 2002 - $9,071) of research and development costs of which $6,420 (2003 - $6,319, 2002 - $3,660)
were expensed and $12,143 (2003 - $10,390, 2002 - $5,411) were deferred and are being amortized to operations on a straight-line basis over

a period of two years. Related amortization amounted to $10,105 (2003 - $7,404, 2002 - $3,754).

Financing Costs:
The Company incurred certain costs related to the issue of long-term debt. These amounts are amortized to operations on a straight-Lline basis
over the terms of the related long-term debt.

Goodwill

Goodwill represents the excess of the purchase price over the fair values assigned to identifiable net assets acquired of subsidiary companies. Goodwill,
which is not amortized, is tested for impairment annually or more frequently if events or circumstances indicate that the asset might be impaired. If the carrying
value of a reporting unit, including the allocated goodwill, exceeds its fair value, goodwill impairment is measured as the excess of the carrying amount of
the reporting unit’s allocated goodwill over the implied fair value of the goodwill, based on the fair value of the net assets of the reporting unit.
The fair value of a reporting unit is calculated based on discounted cash flows or external valuations based on a market approach.

Intangible Assets
Intangible assets are valued at cost:

Trademarks

Trademarks acquired as part of business acquisitions are considered to have an indefinite life and are therefore not subject to amortization.
They are tested annually for impairment or more frequently when events or changes in circumstances indicate that the trademarks might
be impaired. The impairment test compares the carrying amount of the trademarks with its fair value.

Customer Relationships
Customer relationships acquired as part of business acquisitions are amortized on a straight-line basis over a period of 20 to 25 years.

Patents
Patents are amortized by the straight-line method over their expected useful lives.

Licences
Certain licences are amortized in line with sales of products for which the licences have been acquired, while others are amortized by the
straight-line method over their expected useful lives.

Impairment of Long-Lived Assets

The Company evaluates the carrying value of its long-lived assets for potential impairment on an ongoing basis. The Company considers projected future
operating results, trends and other circumstances in making such evaluations. Impaired assets are written down to estimated fair value, being determined based
on the present value of future cash flows.

Foreign Currency

The financial statements of self-sustaining operations whose functional currency is other than the United States dollar are translated from such functional
currency to the United States dollar using the current rate method. Under this method, assets and liabilities are translated at the rates in effect at the balance
sheet date. Income and expenses are translated at average rates of exchange for the year. Resulting unrealized gains or losses are accumulated as a separate
component of shareholders’ equity.

Foreign currency transactions and balances are translated using the temporal method. Under this method all monetary assets and liabilities are translated
at the exchange rates prevailing at the balance sheet date. Non-monetary assets and liabilities are translated at historical exchange rates. Income and expenses
are translated at the average exchange rates for the year, except for amortization which is translated on the same basis as the related assets. Translation gains
and losses are reflected in net income.

Derivative Financial Instruments

Derivative financial instruments are utilized by the Company in the management of its foreign currency and interest rate exposures. These derivative financial
instruments are used as a method for meeting the risk reduction objectives of the Company by generating offsetting cash flows related to the underlying position
in respect of amount and timing. The Company's policy is not to utilize derivative financial instruments for trading or speculative purposes. The Company
formally documents all relationships between hedging instruments and hedged items, as well as its risk management objective and strategy for undertaking
various hedge transactions. This process includes linking all derivatives to specific forecasted transactions. The Company also formally assesses, both at the
hedge's inception and on an ongoing basis, whether the derivatives that are used in hedging transactions are highly effective in offsetting changes
in cash flows of hedged items.

The Company enters into interest-rate swap agreements in order to modify the interest rate characteristics and to reduce the impact of fluctuating interest
rates mainly on its long-term debts. Payments and receipts under interest-rate swap agreements are recognized as adjustments to interest expense.

The Company uses foreign exchange contracts, including futures, forwards and options, to hedge forecasted foreign currency cash flows. Forecasted foreign
currency cash flows can only be hedged when significant characteristics and the expected terms of the forecasted foreign currency cash flows are identified
and it is probable that these cash flows will occur. The foreign currency gains and losses on these contracts are not recognized in the consolidated financial
statements until the underlying transaction is recorded in net income. The foreign currency gains and losses on these contracts are recorded in the same
category as the hedged item. When the underlying is a forecasted foreign currency cost, gains and losses are generally included in cost of sales. Realized and
unrealized gains and losses associated with derivative instruments, which cease to be effective or have been settled prior to maturity, are deferred and included
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in accounts payable and accrued liabilities or in accounts receivable on the consolidated balance sheet if the underlying forecasted foreign currency cash flows
are still probable of occurring and recognized to income in the period in which the related hedged transaction is recorded in net income. Otherwise, these gains
and losses are recognized immediately to income. In the event that a hedged item occurs or is settled prior to the termination of the corresponding derivative
financial instrument or is no longer probable of occurring, any unrealized gain or loss on such derivative financial instrument is recognized to income
immediately.

Pension Plans and Post-Retirement Benefits

Pension Plans

The Company’s subsidiaries maintain defined benefit plans and defined contribution plans for their employees. Pension benefit obligations under the defined
benefit plans are determined annually by independent actuaries using management's assumptions and the accumulated benefit method for plans where future
salary levels do not affect the amount of employee future benefits and the projected benefit method for plans where future salaries or cost escalation affect the
amount of employee future benefits. The plans provide benefits based on a defined benefit amount and length of service.

Plan assets are measured using the fair value method. Actuarial gains or losses arise from the difference between the actual and expected long-term rate
of return on plan assets for a period or from changes in actuarial assumptions used to determine the accrued benefit obligation. The excess of the net
accumulated actuarial gain or loss over 10 percent of the greater of the benefit obligation and the fair value of plan asset is amortized over the expected average
remaining service period. The average remaining service period of active employees covered by the pension plans is nine years. Prior service costs arising from
plan amendments are deferred and amortized on a straight-line basis over the average remaining service period of employees active at the date of amendment.

Pension expense consists of the following:
¢ the cost of pension benefits provided in exchange for employees’ services rendered in the period;
e interest on the actuarial present value of accrued pension benefits less earnings on pension fund assets;

¢ amounts which represent the amortization of the unrecognized net pension assets that arose when accounting policies were first applied and
subsequent gains or losses arising from changes in actuarial assumptions, and experience gains or losses related to return on assets on the
straight-line basis, over the expected average remaining service life of the employee group.

Post-Retirement Benefits Other Than Pensions
Post-retirement benefits other than pensions, include health care and life insurance benefits for retired employees. The costs of providing these benefits
are accrued over the working lives of employees in a manner similar to pension costs.

Significant elements in determining the assets or liabilities and related income or expense for these plans are the expected return on plan assets,
the discount rate used to value future payment streams, expected trends in health care costs, and other actuarial assumptions. Annually, the Company
evaluates the significant assumptions to be used to value its pension and post-retirement plan assets and liabilities based on current market conditions and
expectations of future costs. Actuarial gains or losses are treated in a similar manner to those relating to pension plans. The average remaining service period
of employees covered by the post-retirement benefit plans is 20 years.

Future Income Taxes

Future income taxes relate to the expected future tax consequences of differences between the carrying amount of balance sheet items and their
corresponding tax values using the enacted income tax rate in effect at the balance sheet date. Future income tax assets are recognized only to the extent that,
in the opinion of management, it is more likely than not that the future income tax assets will be realized. Future income tax assets and liabilities are adjusted
for the effects of changes in tax laws and rates on the date of enactment or substantive enactment.

Environmental Liabilities
Liabilities are recorded when environmental claims or remedial efforts are probable, and the costs can be reasonably estimated. Environmental expenditures
related to current operations are generally expensed as incurred.

Stock-Based Compensation

In 2003, the Canadian Institute of Chartered Accountants (CICA] modified Section 3870 “Stock-Based Compensation and Other Stock-Based Payments”,
which the Company has adopted on a prospective basis. As a result, effective for the fiscal year beginning before January 1, 2004, the Company is required
to recognize as an expense to income, all stock options granted, modified or settled using the fair value based method. As the Company has elected for
prospective treatment of this section, only option grants issued in fiscal 2004 or later have an impact on operating results. In addition, pro forma disclosure is
required for all options granted between January 1, 2002, the Company’s original adoption date of CICA Section 3870, and the year ended December 30, 2003.
The Company’s stock option plan and other disclosures are outlined in Note 16.

Segmented Information
During the first quarter of 2004, the Company acquired Pacific Cycle, LLC. In accordance with Canadian Generally Accepted Accounting Principles (GAAP),
the operations of Pacific Cycle are reported as a separate reporting segment referred to as “Recreational/Leisure”.

Effective January 1, 2003, the Ready-to-Assemble and Home Furnishings segments as previously reported, were combined into one operating segment
referred to as Home Furnishings. This change reflects the similar nature of customers, products, production processes and distribution channels employed
by the business units that make up these operating segments. The prior years have been restated to reflect the combination of these segments.

Segmented results can be found in Note 24 to these financial statements.



Change in Accounting Policies

Functional Currency

Effective January 1, 2003, as a result of the increasing proportion of operating, financing and investing activities denominated in the U.S. dollar, the Company’s
principal Canadian operations changed their functional currency from the Canadian dollar to the U.S. dollar. As a result of this change, all monetary assets
and liabilities of the Company’s non-European operations denominated in currencies other than the U.S. dollar are translated at the rates of exchange prevailing
at the balance sheet date. Non-monetary assets and liabilities denominated in currencies other than the U.S. dollar are translated at historical exchange rates.
Resulting income and expenses are translated at the approximate exchange rates in effect when the transaction occurred.

For the period January 1, 2000 to December 30, 2002 the U.S. dollar had been adopted as the Company’s reporting currency and accordingly the financial
statements of the Canadian operations were translated to the U.S. dollar using the current rate method, with any resulting unrealized gains or losses
accumulated as a separate component of shareholders’ equity.

Hedging Relationships

Effective January 1, 2004, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants Guideline 13 “Hedging
Relationships”, which establishes certain conditions for when hedge accounting may be applied. Any derivative instrument that does not qualify for hedge
accounting is reported on a mark-to-market basis in income. The Company’s interest rate swap instrument is not considered as a hedge for accounting purposes
and is therefore recognized at fair value and the resulting gain or loss is recorded in earnings. This change in accounting policy did not have
a material impact on the Company’s results.

On February 3, 2004, the Company acquired all the outstanding shares of Pacific Cycle, LLC, a designer and supplier of bicycles and other recreational
products for a total consideration of $310,976, including related acquisition costs. The majority of the acquisition cost was financed through long-term debt
in the amount of $288,000, with the balance being paid in cash. In addition, a balance of sale of $10,556 remains to be paid and is presented separately on
the consolidated balance sheet.

The assets acquired and liabilities assumed consist of the following:

Assets
Cash $ 3,734
Accounts receivable 32,709
Inventories 51,685
Capital assets 1,590
Trademarks 127,000
Other 2,385
Goodwill 147,593
366,696
Liabilities
Accounts payable and accrued liabilities 55,720
Total purchase price $ 310,976

Goodwill is deductible for income tax purposes. The total goodwill amount is included in the Company’s Recreational / Leisure segment as reported
in Note 24 of the financial statements.

As part of the acquisition agreement, certain members of Pacific Cycle’s management group are party to a deferred purchase price payment plan.
Under the terms of this plan, additional consideration is contingent upon achieving specified earnings objectives over a period of three years following the date
of acquisition. When the contingency is resolved, if earnings objectives are met, a maximum of $10,423 would be recorded as an additional element of purchase
price and would increase goodwill. Additionally, if earnings exceed specified objectives and current members of management are still employed by the Company,
additional amounts would become payable at the end of the three-year period. These amounts would be recorded as compensation expense
in the period in which they are incurred.

The following unaudited pro-forma financial information assumes the acquisition had occurred on January 1, of each year:

2004 2003

Net sales $ 1,498,127
Net income $ 86,926

On February 14, 2003, the Company acquired all the outstanding common shares of Ampa Development SAS (Ampafrance), a developer, manufacturer,
marketer and distributor of juvenile products including strollers, car seats and other juvenile products for a total consideration of $247,198, including all related
acquisition costs. The cost of the acquisition was financed through long-term debt in the amount of $200,000, with the balance being paid in cash.
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The assets and liabilities assumed consist of the following:

Assets
Cash $ 7,207
Accounts receivable 56,662
Inventories 29,396
Capital assets 25,288
Trademarks 65,823
Customer relationships 30,106
Other 1,371
Goodwill 141,020
356,873
Liabilities
Accounts payable and accrued liabilities 64,819
Future income taxes 37,884
Long-term debt and other long-term liabilities 6,972
109,675
Total purchase price $ 247,198

Goodwill in the amount of $141,020 is not deductible for income tax purposes and is included in the Company’s Juvenile segment as reported in Note 24
of the financial statements.

The following unaudited pro-forma financial information assumes the acquisition had occurred on January 1, of each of the following years:

2003 2002

Net sales $ 1,185,511 $ 1,168,862
Net income $ 74,770 $ 69,428

On September 5, 2003, the Company acquired all the outstanding common shares of Carina Furniture Industries Ltd., a developer, manufacturer, marketer
and distributor of ready-to-assemble (RTA] furniture for a total consideration of $39,862, including all related acquisition costs. The majority of the acquisition
cost was financed through long-term debt in the amount of $27,000, with the balance being paid in cash. In addition, a balance of sale of $2,314 was incurred
and is presented separately on the consolidated balance sheet.

The assets acquired and liabilities assumed consist of the following:

Assets
Accounts receivable $ 9,551
Inventories 7,319
Capital assets 5,461
Customer relationships 6,800
Future income taxes 3,263
Other assets 1,293
Goodwill 30,072
63,759
Liabilities
Accounts payable and accrued liabilities 18,097
Bank indebtedness 3,556
Future income taxes 2,244
23,897

Total purchase price $ 39,862




As part of the liabilities assumed upon the Carina business acquisition, the Company had provided for $9,980 of restructuring costs in connection with
the closure of the Carina manufacturing facility. This amount was included in the accounts payable and other liabilities figure of $18,097 above. Of this, $7,994
was provided for the lease cancellation and other related exit costs and $1,986 was for severance and other employee-related expenses. During the course
of the year, actual costs were $5,111 less than anticipated, or $3,322 after incomes taxes. This amount was recorded as an adjustment of goodwill and reduced
the goodwill figure originally established from $30,072 to $26,750.

Goodwill in the amount of $30,072 is not deductible for income tax purposes and is included in the Company’s Home Furnishings operating segment
as reported in Note 24 of the financial statements.

The following unaudited pro-forma financial information assumes the acquisition had occurred on January 1 of each of the following years:

2003 2002
Net sales $ 1,221,623 $ 1,221,620
Net income $ 75,896 $ 71,569

These combinations have been recorded under the purchase method of accounting with the results of operations of the acquired business being included
in the accompanying consolidated financial statements since the date of acquisition.

Accounts receivable consists of the following:

2004 2003

Accounts receivable $ 256,195
Allowance for anticipated credits (40,005)
Allowance for doubtful accounts (5,285)

$ 210,905

Inventories consist of the following:

2004 2003
Raw materials $ 56,540
Work in process 9,073
Finished goods 141,758
$ 207,371

Accumulated Net
Cost Amortization 2004 2003
Land $ 11,559 $ - $ 10,805
Buildings 63,664 12,111 41,775
Machinery and equipment 88,689 48,356 34,342
Moulds 89,623 63,246 21,184
Furniture and fixtures 4,730 2,464 2,244
Computer equipment 20,860 10,052 4,277
Leasehold improvements 5,975 3,044 1,508
Construction in progress 11,888 - 26,154
Assets under capital lease 5,975 286 5,378
Vehicles 1,472 669 170
$ 304,435 $ 140,728 $ 147,837

Amortization of capital assets amounted to $21,084 (2003 - $18,896, 2002 - $19,271)
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Construction in progress consists of the following major categories:

Buildings and leasehold improvements $ 7,919
Machinery and equipment 6,497
Moulds 7,875
Computer equipment 3,863

$ 26,154

Development costs $ 15,117
Financing costs 1,996
Other 1,388

$ 18,501

Amortization of deferred development costs and all other deferred charges amounted to $10,105 (2003 - $7,404, 2002 - $3,754) and $1,716 (2003 - $1,023,
2002 - $1,633) respectively.

Accumulated Net
Cost Amortization 2004 2003
Trademarks $ 210,658 $ - $ 77,025
Customer relationships 44,897 3,374 40,498
Patents 15,076 5,100 6,823
Licences 1,000 189 1,600
$ 271,631 $ 8,663 $ 125,946

Amortization of intangible assets amounted to $3,285 (2003 - $2,600, 2002 - $635).

The average interest rates on the outstanding borrowings for 2004 and 2003 were 3.24% and 2.99% respectively. As at December 30, 2004, the Company
had unused and available bank lines of credit amounting to approximately $27,719 (2003 - $39,395) renegotiated annually.

2004 2003
Accounts payable $ 198,873
Salaries payable 19,565
Product liability 34,707

$ 253,145




2004 A K]

Series “A” Senior Guaranteed Notes
Bearing interest at 6.80 % per annum with principal repayments as follows:
e 4annual instalments of $1,000 ending in July 2008
e Tinstalment of $8,500 in July 2009
e 2annual instalments of $10,000 ending in July 2011
e 1 finalinstalment of $16,500 in July 2012 $ 50,000

Bearing interest at 5.09% per annum repayable in February 2008 55,000

Series “B” Senior Guaranteed Notes

Bearing interest at 5.63% per annum repayable in February 2010 55,000
Term Notes
Bearing interest at 7.00% per annum with principal repayments
in 4 annual instalments of $4,800 ending in April 2008 24,000
Bearing interest at 7.13% per annum with principal repayments
in 4 annual instalments of $1,600 ending in June 2008 8,000

Revolving Bank Loans

Bearing interest at various rates per annum, averaging 4.37%
based on LIBOR or U.S. bank rates, total availability of

$470,000 (2003 - $245,000). 97,000
Other 268
Obligations under capital lease 911

290,179
Current portion 7,758
$ ........ 2 82421 ........

The aggregate repayments in subsequent years of existing long-term debt will be:

Fiscal Year Ending Amount
2005 $ 7,719
2006 335,323
2007 7,704
2008 62,626
2009 8,616
Thereafter 91,553
513,541
Less: Amounts representing interest (39)

$ 513,502
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In the normal course of business, the Company uses various financial instruments, including derivative financial instruments, for purposes other than
trading. The Company uses derivative financial instruments as outlined in Note 2, to reduce exposure to fluctuations in interest rates and foreign exchange
rates. The derivative financial instruments include foreign exchange contracts and interest rate swaps. The non-derivative financial instruments include
those as outlined below. By their nature, all such instruments involve risk, including market risk and the credit risk of non performance by counterparties.
These financial instruments are subject to normal credit standards, financial controls, risk management as well as monitoring procedures.

Fair Value of Recognized Financial Instruments
Following is a table which sets out the fair values of recognized financial instruments using the valuation methods and assumptions described below:

December 30, 2004 December 30, 2003

Carrying Fair Carrying Fair
Value Value Value Value
Financial Assets
Cash and cash equivalents $ 13,877 $ 13,877
Accounts receivable 210,905 210,905
Interest rate swap 31 (1,772)
Financial Liabilities
Bank indebtedness 764 764
Option contracts - -
Accounts payable and accrued liabilities 253,145 253,145
Balance of sale payable 2,314 2,314
Long-term debt 290,179 294,220
Other long-term Lliabilities 8,266 8,266

The carrying amounts shown in the table above are those which are included in the balance sheet and/or notes to the financial statements. The recognized
option contracts are included in the accounts payable and accrued liabilities caption on the balance sheet as at December 30, 2004.

Determination of Fair Value
The following methods and assumptions were used to estimate the fair values of each class of financial instruments:

Cash and cash equivalents, accounts receivable, bank indebtedness, accounts payable and accrued liabilities - The carrying amounts approximate
fair value because of the short maturity of those financial instruments.

Interest rate swap - The fair value is computed based on the difference between mid-market levels and the fixed swap rate at year-end.

Long-term debt - The fair value is estimated based on discounting expected future cash flows at the discount rates which represent borrowing rates
presently available to the Company for loans with similar terms and maturity.

Option contracts - Fair values for option contracts are derived from pricing models that consider current market and contractual prices for the underlying
financial instruments, as well as time value and yield curve or volatility factors underlying the positions.

Future and forward contracts - Fair values of derivatives are based on listed market prices, where possible. If listed market prices are not available,
fair value is based on other relevant factors, including banker price quotations and price quotations for similar instruments traded in different markets.

Letters of credit - As described in Note 18, the Company has certain letter of credit facilities of which management does not expect any material losses
to result from these instruments.

Other long-term liabilities, balance of sale payable - The carrying amounts approximate their fair value.

Foreign Exchange Risk Management
The Company enters into various types of foreign exchange contracts to manage its exposure to foreign currency risk as indicated in the following table:

December 30, 2004 December 30, 2003 December 30, 2002

Notional Fair Notional Fair Notional Fair

Amount Value Amount Value Amount Value

Future contracts $ 32,404 $ 948 $ 9318 $ 190
Forward exchange contracts 9,120 (424) 5,000 355
Options 7,250 (655) - -

The term of the currency derivatives ranges from three to twelve months. The Company’s market risk with respect to foreign exchange contracts is limited
to the exchange rate differential.

Deferred unrealized gains (losses) on these contracts are presented in the following table, showing the periods in which they are expected to be recognized
in income.



2004 2003 2002

To be recognized within

Three months $ (650) $ 370
Six months (45) 31
Nine months 269 67
Twelve months 295 75

$ (131) $ 545

Concentrations of Credit Risk

Substantially all accounts receivable arise from sales to the retail industry. Sales to two major customers represented 52.1% (2003 - 49%) of total revenue.
In 2002, there were three major customers representing 68.6% of total revenues. Accounts receivable from these customers comprised 36.3% and 42.7% of
the total at December 30, 2004 and 2003, respectively.

Pension Benefits

One of the Company’s subsidiaries maintains defined benefit pension plans for specific employees. Obligations under the defined benefit plans are
determined annually by independent actuaries using management’s assumptions and the accumulated benefit method. The plans are flat-benefit plans
and provide benefits based on a defined benefit amount and length of service.

Information regarding the Company’s defined benefit plans is as follows:

2004 2003

Accrued benefit obligation:

Balance, beginning of year $ 18,117
Current service cost 389
Interest cost 1,222
Benefits paid (1,130)
Actuarial losses 1,392
Balance, end of year 19,990
Plan assets:
Fair value, beginning of year 17,885
Actual return on plan assets 3,236
Employer contributions 500
Benefits paid (1,130)
Additional charges -
Fair value, end of year 20,491
Funded status - plan surplus 501
Unamortized actuarial loss 9,109
Unamortized prior service cost 1,385
Accrued benefit asset $ 10,995

The accrued benefit asset relating to pension benefits is included in other assets.



Net pension costs for the defined benefit plan comprise the following:

2004 2003 2002

Current service cost $ 390 $ 353
Interest cost 1,222 1,204
Actual return on plan assets (3,236) 2,717
Actuarial (gain)/loss 1,392 1,008
Plan amendments - (144)
Benefit cost before adjustments to recognize

the long-term nature of the plans (232) 5,138
Difference between actual and expected

return on plan assets 1,676 (4,334)
Difference between actuarial (gain)/loss on accrued

benefit obligation and the amount recognized (684) (835)
Difference between amortization of past service

costs and actual amendments for the year 146 290
Amortization of transition obligation - (24)
Pension expense $ 906 $ 235

Under the Company’s defined contribution plans, total expense was $1,580 (2003 - $1,606, 2002 - $1,901). Total cash payments for employee future
benefits for 2004, consisting of cash contributed by the Company to its funded plans, cash contributed to its defined contribution plans and benefits paid
directly to beneficiaries for unfunded plans, was $3,714 (2003 - $3,407).

Post-Retirement Benefits
One of the Company’s subsidiaries maintains a defined benefit post-retirement benefit plan for substantially all its employees.

Information regarding this Company’s post-retirement benefit plan is as follows:

2004 2003

Accrued benefit obligation:

Balance, beginning of year $ 11,578
Current service cost 504
Interest cost 777
Benefits paid (940)
Actuarial (gains)/losses (38)
Balance, end of year 11,881
Plan assets:
Employer contributions 940
Benefits paid (940)

Fair value, end of year _

Funded status-plan deficit (11,881)
Unamortized actuarial (gain)/loss (787)
Unamortized prior service costs (1,150)

Accrued benefit liability $ (13,818)
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Net costs for the post-retirement benefit plan comprise the following:

2004 2003 2002
Current service cost $ 504 $ 392
Interest cost 777 732
Actuarial (gain)/loss (38) 1,523
Benefit cost before adjustments to recognize
the long-term nature of the plans 1,243 2,647
Difference between actuarial (gain)/loss on accrued
benefit obligation and the amount recognized 38 (1,670)
Difference between amortization of past service
costs and actual amendments for the year (147) (66)
Net benefit plan expense $ 1,134 $ 911
Assumptions
Weighted-average assumptions used to determine benefit obligations as at December 30:
Pension Post-Retirement
Benefits Benefits
2004 2003 2004 2003
Discount rate 6.25 % 6.25 %
Rate of compensation increase N/A N/A

Weighted-average assumptions used to determine net periodic cost for the years ended December 30:

Pension Post-Retirement
Benefits Benefits
2004 2003 2002 2004 2003 2002
Discount rate 6.75 % 7.50 % 6.75 % 7.50 %
Expected long-term return on plan assets 9.00 % 9.50 % N/A N/A
Rate of compensation increase N/A N/A N/A N/A

The measurement date used for plan assets and pension benefits and the measurement date used for post-retirement benefits was December 30 for
both 2004 and 2003. The most recent actuarial valuations for the pension plans and post-retirement benefit plans are dated January 1, 2004. The most recent
actuarial valuation of the pension plans for funding purposes was as of January 1, 2004, and the next required valuation will be as of January 1, 2005.

The expected long-term rate of return on plan assets reflected the average rate of earnings expected on the funds invested or to be invested to provide for
the benefits included in the projected benefit obligation. In estimating that rate, appropriate considerations were given to the returns being earned by the plan
assets in the fund and rates of return expected to be available to reinvestment. More specifically, based on the Company’s asset mix of bond funds and equity
securities at standard return on asset rates, 8.5% was selected as an appropriate and conservatively reasonable rate for the expected long-term rate of return
on plan assets.

Plan assets are held in trust and their weighted average allocations were as follows as at the measurement date:

Target range

allocation 2004 2003

North-American equity securities 35 %-65% 58.6 %
International equity securities 5 %-15% 28.2 %
Fixed income securities 15 %-65 % 13.2%
100.0 %

In 2005 the Company expects to make contributions to its defined benefit pension plan of approximately $800.

The Company's health benefit costs were estimated to increase with an annual rate of 10% during 2004 (2003 - 10%) decreasing gradually to the ultimate
annual growth rate of 5% reached in 2014. Assumed health care cost trends have a significant effect on the amounts reported for health care plans. A one
percentage point change in assumed health care cost rates would have the following effects:
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1 Percentage 1 Percentage

Point Increase Point Decrease
Effect on total of service and interest cost $ 105 $ (90)
Effect on post-retirement benefit obligation $ 1,640 $ (1,614)

As of the December 30, 2004, the benefits expected to be paid in each of the next five fiscal years, and in the aggregate for the five fiscal years thereafter
are the following:

Pension Post-Retirement

Year Benefits Benefits
2005 $ 1,103 $ 663
2006 1,097 719
2007 1,086 775
2008 1,065 796
2009 1,119 806
2010-2014 6,429 4,162
Other

Certain of the Company’s subsidiaries have elected to act as self-insurer for certain costs related to all active employee health and accident programs.
The expense for the year ended December 30, 2004 was $10,730 (2003 - $7,941, 2002 - $9,388) under this self-insured benefit program.

Certain of the Company’s subsidiaries maintain a non-qualified deferred compensation plan for certain highly compensated employees, which provides
for employer contributions, and are held in a trust. The total contributions made under these plans for the year ended December 30, 2004 was $41
(2003 - $46, 2002 - $65).

The capital stock of the Company is as follows:
Authorized
An unlimited number of preferred shares without nominal or par value, issuable in series.

An unlimited number of Class A" Multiple Voting Shares without nominal or par value, convertible at any time at the option of the holder into
Class "B" Subordinate Voting Shares on a one-for-one basis.

An unlimited number of Class "B" Subordinate Voting Shares without nominal or par value, convertible into Class "A" Multiple Voting Shares,
under certain circumstances, if an offer is made to purchase the Class "A" shares.

Details of the issued and outstanding shares are as follows:

2004 2003

Number Amount Number Amount
Class “A” Multiple Voting Shares
Balance, beginning of year 4,909,460 $ 2,156
Converted from Class “A” to Class “B” (1) (36,900) (17)
Balance, end of year 4,872,560 2,139
Class “B” Subordinate Voting Shares
Balance, beginning of year 26,396,232 136,290
Converted from Class “A” to Class “B” (1) 36,900 17
Issuance of capital stock (2) 200,000 3,974
Issued under stock option plan 1,118,250 13,880
Repurchase of capital stock (3) (5,000) (26)
Balance, end of year 27,746,382 154,135

TOTAL CAPITAL STOCK $ 156,274




1. During the year, the Company converted 166,266 (2003 - 36,900) Class “A” Multiple Voting Shares into Class “B” Subordinate Voting Shares at an average
rate of $0.48 per share (2003 - $0.46 per share).

2. In January 2003, Hasbro, Inc. exercised 200,000 share purchase warrants granted as partial consideration for a licence agreement dated September 21, 2000.
This agreement called for share purchase warrants to purchase 200,000 Class “B” Subordinate Voting Shares at an exercise price of $19.87 ($CAN 30.00)
expiring no later than September 21, 2005.

3. Under a Normal Course Issuer Bid effective August 11, 2003, the Company indicated its intention to purchase up to 200,000 Class “B” Subordinate Voting
Shares at the prevailing market price on the Toronto Stock Exchange. The program expired on August 10, 2004. During the year, the Company did not
purchase any shares for cancellation. In 2003, the Company purchased 5,000 Class “B” Subordinate Voting shares for total consideration of $129.

4. During the year, the Company realized tax benefits amounting to $694 (2003 - $Nil) as a result of stock option transactions. The benefit has been credited
to capital stock and is not reflected in the current income tax provision.

Stock option plans

Under various plans, the Company may grant stock options on the 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. Of the 6,000,000 Class “B”
Subordinate Voting Shares initially reserved for issuance, 2,888,250 were available for issuance under the share option plans as at December 30, 2004. Options
granted vest according to a graded schedule of 25% per year commencing a day after the end of the first year, and expire no later than the year 2009.

The Company’s stock option plan is as follows:

2004 2003

Weighted Weighted

Average Average

Options Exercise Price Options Exercise Price

Options outstanding, beginning of year 2,079,000 $ 16.55
Granted 151,000 24.67
Exercised (1,118,250 12.39
Cancelled (12,000) 21.75
Options outstanding, end of year 1,099,750 $ 21.52

A summary of options outstanding at December 30, 2004 is as follows:

Total Outstanding Total Exercisable

Range of Weighted Average Weighted Average Weighted Average
Exercise Prices Options Exercise Price Contractual Remaining Life Options Exercise Price
$16.25 - $20.41 634,250 $ 20.31 2.24 274,000 $ 20.40
$25.51 - $29.51 351,000 $ 27.35 3.36 87,750 $ 26.77
$30.00 - $33.74 630,500 $ 33.41 4.21 - $ -
$16.25 - $33.74 1,615,750 $ 26.95 3.25 361,750 $ 21.95

Total compensation cost recognized in income for employee stock options granted during the year amounts to $1,006 and was credited to contributed surplus.

If the Company had elected to recognize compensation costs based on the fair value at the date of grant for options granted since January 1, 2002, consistent
with the provisions of the Canadian Institute of Chartered Accountants Section 3870, the Company’s net income and earnings per share would have been reduced
to the following pro-forma amounts:

2004 2003 2002

Net income As reported $ 74,200 $ 61,595
Pro forma $ 72,778 $ 60,759

Basic Earnings per share As reported $ 2.33 $ 2.05
Pro forma $ 2.29 $ 2.02

Fully diluted earnings per share As reported $ 2.29 $ 2.00
Pro forma $ 2.25 $ 1.97

Weighted-average fair value
of options granted during the year $ 8.64 $ 7.70
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The above pro-forma net income and earnings per share were computed using the fair value of granted options as at the date of grant as calculated
by the Black-Scholes option method. In order to perform the calculation, the following weighted average assumptions were made:

2004 2003 2002
Risk-free interest rate 3.99% 4.33 %
Dividend yield Nil Nil
Expected volatility 33.5% 34.9 %
Term to maturity 4.63 4.73

Deferred Share Unit Plan

The Company has a Deferred Share Unit Plan (the “DSU Plan”) under which an external director of the Company may elect annually to have his or her
director’s fees and fees for attending meetings of the Board of Directors or committees thereof paid in the form of deferred share units (‘DSU’s”). The number of
DSU’s received by a director is determined by dividing the amount of the remuneration to be paid in the form of DSU’s on that date (the “Award Date”)
by the fair market value of the Company’s Class “B” Subordinate Voting Shares on the Award Date. Upon termination of a director’s service, a director may
receive, at the discretion of Board of Directors, either:

(a) cash equal to the number of DSU's credited to the director’s account multiplied by the fair market value of the Class “B” Subordinate Voting Shares
on the date a notice of redemption is filed by the director; or

(b) the number of Class “B” Subordinate Voting Shares equal to the number of DSU’s in the director’s account; or
(c) acombination of cash and Class “B” Subordinate Voting Shares.

During the year ended December 30, 2004, of the 75,000 DSU’s authorized for issuance under the plan, 2,289 DSU’s were issued and $75 was credited
to contributed surplus.

An analysis of the cumulative translation adjustment included in shareholders’ equity is as follows:

2004 K] 2002
Balance, beginning of year $ 2,900 $ (4,334)
Translation of self-sustaining foreign operations 48,048 7,234
Balance, end of year $ 50,948 $ 2,900

a) The Company has entered into long-term lease agreements bearing various expiry dates to the year 2012. The minimum annual lease payment amounts
exclusive of additional charges will be as follows:

Total Lease Recovered from Net

Fiscal Year Ending Payment Amounts sub-leases Commitment
2005 $ 20,698 $ (2,539) $ 18,159
2006 13,982 (1,867) 12,115
2007 11,357 (1,683) 9,674
2008 8,723 (1,722) 7,001
2009 6,167 (1,820) 4,347
Thereafter 19,671 (13,682) 5,989
$ 80,598 $ (23,313) $ 57,285

b) The Company has letter of credit facilities totalling $31,024 (2003 - $30,944) of which unaccepted letters of credit outstanding as at December 30, 2004
and 2003 amount to $8,361 and $18,916, respectively. In addition, the Company has guarantees outstanding as of December 30, 2004 totalling $287.

c) The Company has entered into various licensing agreements for the exclusive use of certain brand names on its products. Under these agreements, the Company
is required to pay royalties as a percentage of sales with minimum royalties of $108 due in fiscal 2005 and $2,099 due in fiscal 2006 and 2007 combined.

d) As at December 30, 2004, the Company has capital expenditure commitments of approximately $5,768.

The Company is involved in various legal actions and party to a number of other claims or potential claims that have arisen in the normal course of business,
the outcome of which is not yet determinable. In the opinion of management, based on information presently available, any monetary liability or financial impact
of such lawsuits, claims or potential claims to which the Company might be subject would not be material to the consolidated financial position of the Company
and the consolidated results of operations.



Additionally, under the terms of the Pacific Cycle’s acquisition agreement, contingent consideration based on earnings may become payable at the end
of 2006, refer to Note 3 to these financial statements.

The Company is insured for product liability, by the use of both traditional insurance and by the Company's wholly owned subsidiary, Dorel Insurance
Corporation, which functions as a captive insurance company, providing a self funded insurance program to mitigate its product liability exposure. The self
funded insurance program includes third party insurance coverage which is limited to the fair value of the assets held by the captive insurance company.

The estimated product liability exposure was calculated by an independent actuary based on historical sales volumes, past claims history and management
and actuarial assumptions. The estimated exposure includes incidents that have occurred, as well as incidents anticipated to occur on units sold prior
to December 30, 2004. Significant assumptions used in the actuarial model include management'’s estimates for pending claims, product life cycle, discount
rates, and the frequency and severity of product incidents.

As at December 30, 2004, the Company’s recorded liability amounts to $35,350 (2003 - $34,707), which represents the Company’s total estimated exposure
related to current and future product liability incidents.

Funds Held by Ceding Insurer
Dorel Insurance Corporation, the captive insurance company, has entered into a reinsurance agreement whereby funds are withheld by the ceding insurer,
for the purpose of payment of net losses related to product liability claims. These funds bear interest at a rate of 2.72% per annum.

Variations of income tax expense from the basic Canadian Federal and Provincial combined tax rates applicable to income from operations before income
taxes are as follows:

2004 2003 2002

PROVISION FOR INCOME TAXES $ 32,786 33.0% $ 28,279 33.0%
ADD (DEDUCT) EFFECT OF:
Difference in effective tax rates of foreign subsidiaries (4,250) (4.3) (1,047) (1.2)
Recovery of income taxes arising from

the use of unrecorded tax benefits (2,998) (3.0) (2,979) (3.5)
Reduction in future income taxes

resulting from reduction in tax rate = = = =
Recognition of previously unrecognized losses - - - -
Other - net (387) (0.4) (154) (0.2)
ACTUAL PROVISION FOR INCOME TAXES $ 25,151 253% $ 24,099 28.1%

The following presents the Canadian and foreign components of income from operations before income taxes and income tax expense for the years ended
December 30:

2004 2003 2002
Details of income from operations:
Domestic $ 13,400 $ 14,868
Foreign 85,951 70,826
Income from operations before income taxes $ 99,351 $ 85,694
Details of income tax expense:
Current
Domestic $ 5,773 $ 4,907
Foreign 15,241 14,481
21,014 19,388
Future
Domestic 365 (208)
Foreign 3,772 4,919
4,137 4,711

Total Income Taxes $ 25,151 $ 24,099
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The components of future taxes are as follows:

2004 2003

Current future income tax assets:

Inventories $ 1,545
Accrued expenses 10,805
Operating loss carry forwards 1,029
Accounts receivable 1,007
Other -
Total current future income tax assets $ 14,386

Long-term future income tax assets:

Share issue costs $ 773
Operating loss carry forwards 3,878
Employee pensions 893
Other long-term Lliabilities 2,763
Total long-term future income tax assets $ 8,307

Current future income tax liabilities:

Intangible assets $ 609
Other 20
Total current future income tax liabilities $ 629

Long-term future income tax liabilities:

Capital assets $ 18,224
Intangible assets 40,765
Goodwill -
Deferred development costs 3,611
Other 1,232
Total long-term future income tax liabilities $ 63,832

The following table provides a reconciliation between the number of basic and fully diluted shares outstanding:

2004 2003 2002
Weighted daily average number of Class “A”
Multiple and Class “B” Subordinate Voting Shares 31,837,343 30,097,165
Dilutive effect of stock options and share purchase warrants 569,381 642,073
Weighted average number of diluted shares 32,406,724 30,739,238
Number of anti-dilutive stock options or share purchase warrants
excluded from fully diluted earnings per share calculation 136,000 100,000

Net changes in non-cash working capital balances relating to continuing operations are as follows:

2004 2003 2002
Accounts receivable $ (8,062) $ (950)
Inventories (20,356 ) 12,831
Prepaid expenses and other assets 3,229 (5,798)
Accounts payable and accrued liabilities 34,809 24,931
Income taxes (12,098) 15,208




Supplementary disclosure:

2004 2003 2002
Interest paid $ 26,128 $ 10,749 $ 9,342
Income taxes paid 13,002 36,792 12,983
Income taxes received 3,017 9,810 5,400

The Company’s significant business segments include:

e Juvenile Products Segment: Engaged in the design, sourcing, manufacturing and distribution of children’s furniture and accessories which includes infant
car seats, strollers, high chairs, toddler beds, cribs and infant health and safety aids.

¢ Home Furnishings Segment: Engaged in the design, sourcing, manufacturing and distribution of ready-to-assemble furniture and home furnishings which
includes metal folding furniture, futons, step stools, ladders and other imported furniture items.

* Recreational / Leisure Segment: Engaged in the design, sourcing and distribution of recreational and leisure products and accessories which includes
bicycles, jogging strollers, and other recreational products.

The accounting policies used to prepare the information by business segment are the same as those used to prepare the consolidated financial statements
of the Company as described in Note 2.

The Company evaluates financial performance based on measures of income from segmented operations before interest and income taxes. Inter-segment
sales were immaterial for the years ended December 30, 2004, 2003, and 2002.

Geographic Segments

Total Revenues Capital Assets and Goodwill
2004 2003 2002 2004 2003 2002
Canada $ 174,262 $ 157,153 $ 49,197 $ 11,152
United States 670,109 708,850 225,583 214,224
Europe 266,719 84,693 226,316 25,652
Other foreign countries 52,676 41,377 57 15
Total $ 1,163,766 $ 992,073 $ 501,153 $ 251,043
Industry Segments
Total Juvenile Home Furnishings Recreational / Leisure
2004 2003 2002 2004 2003 2002 2004 2003 2002 2004 2003 2002
VO RIS s ¢ $.1,16376¢  $ 992,073 $ 758,367 $ 670,106 528,446 $ 540,620 $493,660 % 463,627 $ 385883 S S T
Cost of sales and
operating expenses 1,002,843 860,968 582,024 469,166 420,819 391,802 - -
Amortization | ......34539 . 29,451 23080 27,558 23317 06290 6482 el2z . L S et T
Earnings from
SOEBEReriiens A e 11150 L. ZONC 22NN 1o SN 2 A 573 S B O < N .S, T
Interest 16,077 - - - -
Income taxes 25,151 - - - -
Corporate expenses 16,054 - - - -
Net income $ 74,200 $ - $ = $ - $ =
Total Assets $ 1,106,120 $ 543,483 $ 872,156 $ 366,838 $ 233,964  $ 176,645 $ = 8§ -
Additions to
capital assets $ 33779 $ 15817 $ 27,720 $ 10,260 $ 6,059 $ 5557 $ -3 -
Goodwill
The continuity of goodwill by industry segment is as follows:
Total Juvenile Home Furnishings Recreational / Leisure
2004 2003 2002 2004 2003 2002 2004 2003 2002 2004 2003 2002
Balance,
beginning of year $ 155669 $ 151,624 $ 151,247 $ 147,202 $ 4422 $ 4422 $ - % -
Additions 171,092 - 141,020 - 30,072 - - -
Adjustments - - - - - - - -
Foreign exchange 26,555 4,045 26,555 4,045 - - - -

Balance, end of year $ 353,316 $ 155,669 $ 318,822 $ 151,247 $ 34,494 $ 4,422 $ - % =
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Industry Segments (cont’d)

Total
2004 2003 2002

Total Assets

Total assets for reportable segments $ 1,106,120 $ 543,483

Corporate assets 22,843 71,259

Total assets $ 1,128,963 $ 614,742
Concentration of Credit Risk

Sales to major customers were concentrated as follows:

Canada United States Foreign

2004 2003 2002 2004 2003 2002 2004 2003 2002

Juvenile 1.7% 1.2% 19.2% 30.8% 0.3% -
Home furnishings 7.8% 10.2% 15.8% 22.7% 4.2% 3.7%
Recreational/Leisure - - - - - -

Subsequent to year-end, on February 11, 2005, the Company settled a dispute with one of its product liability insurance carriers for the amount of $9,800.
As at December 30, 2004, this gain was contingent upon successful resolution of the dispute. As a result, the amount received will be applied against operating
expenses in 2005.

The Company’s consolidated financial statements have been prepared in accordance with accounting principles generally accepted in Canada (Canadian
GAAP] which, in the case of the Company, conform in all material respects with those in the United States (U.S. GAAP) and with the requirements of the
Securities and Exchange Commission (SEC), except as follows:

Deferred Charges
Canadian GAAP allows for the deferral and amortization of development costs if specific criteria are met. Under U.S. GAAP, all costs classified as
development costs are expensed as incurred.

Pension Plans and Post Retirement Benefits Other than Pensions

Under U.S. GAAP, if the accumulated benefit obligation exceeds the fair value of plan assets, a minimum liability for the excess is recognized to the extent
that the liability recorded in the balance sheet is less than the minimum liability. Any portion of this additional liability that relates to unrecognized past service
cost is recognized as an intangible asset and the remainder is charged to other comprehensive income. Canadian GAAP has no such requirement to record
a minimum liability.

Additionally, for the benefit obligation in Italy, the Company applies the first approach of Emerging Issues Task Force Abstract 88-1, “Determination of Vested
Benefit Obligation to a Defined Benefit Pension Plan” (“EITF 88-1"), not SFAS No. 87, “Employer’s Accounting for Pensions”. Under this U.S. GAAP methodology,
the vested benefit obligation represents the actuarial present value of the vested benefits to which the employee is entitled if the employee separates
immediately.

Accounting for Derivative Instruments and Hedging Activities

SFAS No. 133 “Accounting for Derivative Instruments and Hedging Activities” requires that all derivative instruments, including those embedded in other
contracts, be recorded on the balance sheet at their fair value. Changes in the fair value of derivatives are recorded each period in income from operations
or other comprehensive income depending on the intended use of the derivative, its resulting designation and its effectiveness. If a derivative instrument
is designated as a hedge and meets the criteria for hedge effectiveness, an offset to income from operations is available but only to the extent that the hedge
is effective. The ineffective portion of the change in fair value of a derivative instrument that meets the hedge criteria is recognized in current income from
operations. Under Canadian GAAP, contracts that qualify for hedge accounting are maintained off-balance sheet.

Goodwill

Under Canadian GAAP, certain incremental costs incurred in connection with an acquisition were allowed to be included in either the allocation of the
purchase price to the acquired assets and liabilities, or in the results of the Consolidated Statement of Income. U.S. GAAP requires that certain incremental
costs be included as part of the purchase price allocation and resulting goodwill.

Stock Options

Under Canadian GAAP, the Company adopted the modified CICA Section 3870 “Stock-Based Compensation and Other Stock-Based Payments” on
a prospective basis. As a result, the Company is required to recognize as an expense to income, all stock options granted, modified or settled using the fair
value based method. As the Company has elected for prospective treatment of this section, only option grants issued in fiscal 2004 or later have an impact
on operating results.



Under U.S. GAAP, as of December 31, 2003, the Company adopted SFAS No. 123 “Accounting for Stock-Based Compensation” on a prospective basis
for recognition purposes. As a result, the fair value based method is applied to all awards granted after the beginning of the fiscal year. In prior years, the
Company accounted for its stock-based compensation plans using the intrinsic value method prescribed by APB Opinion No. 25, “Accounting for Stock Issued
to Employees” (APB 25) for purposes of reconciliation to U.S. GAAP. In accordance with Company policy, the exercise price of the Company’s employee stock
option equals the market price of the underlying stock on the date of grant. Accordingly, under the rules of APB 25, no related compensation expense was
recorded in the Company’s results of operations for U.S. GAAP purposes.

In accordance with disclosure provisions of SFAS 123, “Accounting for Stock-Based Compensation” (SFAS 123), as amended by Statement of Financial
Accounting Standards No. 148, “Accounting for Stock-Based Compensation — Transition and Disclosure” (SFAS 148), pro forma information provided below
presents the effect of applying the fair value based accounting method to all awards.

If the Company had elected to recognize compensation costs for all awards based on the fair value at the date of grant, consistent with the provisions
of SFAS No. 123, the Company’s net income and earnings per share would have been reduced to the following pro-forma amounts:

2004 2003 2002

Net income, as reported, U.S. GAAP $ 72,964 $ 60,746

Deduct: Total stock-based compensation expense determined

under fair value method for awards granted prior to 2004 (1,400) (1,718)
Pro-forma net income for U.S. GAAP $ 71,564 $ 59,028
Pro-forma earnings per share:

Basic

As reported - U.S. GAAP $ 2.29 $ 2.02

Pro-forma net income $ 2.25 $ 1.96

Fully Diluted

As reported - U.S. GAAP $ 2.25 $

Pro-forma net income $ 2.21 $

The above pro-forma net income and earnings per share were computed using the fair value of granted options as at the date of grant as calculated by the
Black-Scholes option method. In order to perform the calculation, the following weighted average assumptions were made for fiscal years 2004, 2003 and 2002:

2004 2003 2002
Risk-free interest rate 3.99 % 4.33 %
Dividend yield Nil Nil
Expected volatility 33.5% 34.9 %
Term to maturity 4.63 4.73

Retained Earnings
Under Canadian GAAP, stock issue costs are shown as an adjustment to retained earnings. Under U.S. GAAP, the carrying amount of capital stock is shown
net of issue costs.

The following table reconciles the net income as reported on the consolidated statement of income to the net income that would have been reported had
the financial statements been prepared in accordance with the United States Generally Accepted Accounting Principles and the requirements of the SEC:

2004 2003 2002
Net income in accordance with Canadian GAAP $ 74,200 $ 61,595
Adjustments to reconcile financial statements to U.S. GAAP:
Deferred product development costs (3,002) (1,648)
Accounting for derivatives 1,057 332
Accounting for pensions - -
Income taxes 709 467
(1,236) (849
Net income in accordance with U.S. GAAP $ 72,964 $ 60,746

Earnings per share:

Basic $ 2.29 $ 2.02
Fully Diluted $ 2.25 $ 1.98
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The following summarizes the balance sheet amounts in accordance with U.S. GAAP where different from the amounts reported under Canadian GAAP:

2004 2003

Accounts receivable $ 210,905
Inventories 206,867
Deferred income tax asset - current 15,761
Deferred charges 3,701
Goodwill 354,948
Deferred income tax asset - long-term 8,041
Accounts payable and accrued liabilities 253,311
Deferred income tax liability - current 976
Other long-term liabilities 1,772
Deferred income tax liability - long-term 60,639
Capital stock 152,495
Retained earnings 279,511

Accumulated other comprehensive income (loss):
Cumulative translation adjustment 50,321
Minimum pension liability adjustment -
Unrealized derivatives loss on cash flow hedges -

Total accumulated other comprehensive income $ 50,321

The Company’s Statement of Cash Flows determined in accordance with U.S. GAAP would be as follows:

2004 2003 2002
Operating activities $ 100,172 $ 121,592
Financing activities 207,254 (71,414)
Investing activities (347,553 ) (17,763
Effect of exchange rates on cash (446) 3,395
Increase (decrease) in cash $ (40,573 ) $ 35,810

The income tax disclosures required under Canadian GAAP are included in Note 21 to the financial statements. The components of deferred taxes for
U.S. GAAP purposes are as follows:

2004 2003

Current deferred income tax assets:

Inventories $ 1,545
Accrued expenses 10,805
Operating loss carry forwards 1,029
Accounts receivable 1,007
Derivatives accounting 1,375
Other -
Total current deferred income tax assets $ 15,761

Long-term deferred income tax assets:

Share issue costs $ 773
Operating loss carry forwards 3,878
Employee pensions 893
Other long-term Lliabilities 2,497

Total long-term deferred income tax assets $ 8,041
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Current deferred income tax liabilities:

Intangible assets $ 609
Derivatives accounting 347
Other 20
Total current deferred income tax liabilities $ 976

Long-term deferred income tax liabilities:

Capital assets $ 18,224
Intangible assets 40,765
Goodwill =
Deferred charges 418
Other 1,232
Total long-term deferred income tax liabilities $ 60,639

Comprehensive Income

The United States Financial Accounting Standards Board has issued, SFAS No. 130, “Reporting Comprehensive Income”. For the Company, the principal
differences between net income, as historically reported in the consolidated statement of income and comprehensive income, is foreign currency translation
recorded in shareholders’ equity and minimum pension liability not yet recognized as a net periodic pension cost. Comprehensive income is as follows:

2004 2003 2002
Net income in accordance with U.S. GAAP $ 72,964 $ 60,746
Other comprehensive income, net of taxes:
Foreign currency translation adjustments 31,203 4,702
Minimum pension liability adjustments - (6,263)
Unrealized derivatives loss on cash flow hedges - -
Comprehensive income $ 104,167 $ 59,185

The above net loss on derivative instruments existing at year-end is expected to be reclassified into earnings within the next 12 months.

Recent Accounting Pronouncements

In December 2004, the FASB issued SFAS No. 123 (revised 2004), “Share-Based Payment” (SFAS 123R), which replaces SFAS No. 123, "Accounting for
Stock-Based Compensation™ (SFAS 123) and supersedes APB Opinion No. 25, "Accounting for Stock Issued to Employees”. SFAS 123R eliminates the alternative
to use Opinion 25's intrinsic value method of accounting that was provided in SFAS 123 as originally issued and requires all share-based payments to employees,
including grants of employee stock options, to be recognized in the financial statements based on their fair values, beginning with the first interim or annual
period after June 15, 2005, with early adoption encouraged. As permitted under SFAS 123, adopted by the Company at the beginning of the fiscal year,
the Company currently applies the fair value based method but accounts for forfeitures as they occur, SFAS 123R eliminates this alternative and requires
companies to estimate at the grant date the number of stock options expected to vest. The Company will be adopting this statement for the first quarter
of fiscal 2006, beginning December 31, 2005, and does not expect that it will have a material impact on the financial statements.
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The Board of Directors of Dorel Industries Inc. is responsible for overseeing the business and affairs of the Company, and for providing
guidance and direction to Management in order to attain corporate objectives and to maximize shareholder value. These stewardship
functions are carried out directly by the Board and its Committees. Both the Board of Directors and Management continue their
commitment to maintaining the high standards of corporate governance identified in Canada, the United States and Europe.

Dorel has two Committees of the Board, the Audit Committee and the Human Resources and Corporate Governance Committee. These
committees are chaired by independent Board members and each is responsible for certain corporate governance functions in
accordance with their respective Terms of Reference. In 2003, significant changes were initiated by the Company to improve its
corporate governance practices. These changes continued through 2004 and resulted in significant governance improvements.

¢ Independent directors increased from three to five, resulting in a majority independent board.

e Significant disclosure improvements were made in the Company's Management Proxy Circular issued in connection with
the 2003 annual report.

e Committee meetings in 2004 increased to nine from five in 2003.

e The Board of Directors approved a Deferred Share Unit Plan (“"DSU Plan"]. The purpose of the DSU Plan is to promote a greater
alignment of interests between the directors and the shareholders of the Corporation.

Dorel’s Board of Directors has instituted and maintains the following policies:
e The Company's Lead Director is independent of Management.
e All members on the Board's two committees are independent.

¢ At each meeting of the Board, the independent Directors meet separately without the members of Management or the
related Directors.

¢ A formal disclosure policy exists for all insiders with access to confidential information about the Company, ensuring timely
and accurate disclosure.

¢ A policy of financial reporting adhered to by applicable personnel.
¢ Policies of whistle blowing and “incident reporting” are to be followed throughout the Company.

¢ A policy on consulting services, including the specific exclusion of non-audit services that can be provided by the Company's
auditors, which is administered by the Company’s Audit Committee.

e Compliance with a clear trading restriction and blackout period policy with respect to the trading of Dorel shares is required
for all employees and directors.

e A formal code of business conduct that establishes a high standard for ethical behaviour among Management, employees
and directors is to be signed each year.

At the Annual General Meeting of Shareholders in May of 2004, the Company's shareholders approved the nomination of two additional
independent directors. New board members elected in 2004 were Ms. Dian Cohen and Mr. Alain Benedetti. The other independent
board members are Mr. Maurice Tousson, who acts as Lead Director, Dr. Laurent Picard and Mr. Harold “Sonny” Gordon.

Ms. Cohen is an economic consultant and author of several books on finance and economic change. She has wide board experience
with both national and international corporations. At present, she is a director of Norbord Inc., Fraser Papers Inc., and the Canada
Foundation for Innovation. She is also a trustee of the Great Lakes Hydro Income Trust. Ms. Cohen is a member of the Company's
Human Resource and Corporate Governance Committee.

Alain Benedetti, FCA, has recently retired as vice-chairman of Ernst & Young LLP. Mr. Benedetti was with Ernst & Young for 34 years,
most recently as the Canadian area managing partner, overseeing all Canadian operations. He has extensive experience with both
public and private companies. Mr. Benedetti is a member of the Company’s Audit Committee.

The business experience of these two new members complements the skills of the other Board members, resulting in a Board that can
draw on a vast array of competencies. Complete biographies of all of the Company's directors, including their principal occupations and
Committee appointments are contained in the Management Proxy Circular of the Company issued in connection with this annual
report. Also contained in the Proxy Circular is a complete description of Dorel's corporate governance practices as well as the Terms of
Reference of the Committees of the Board.



Board of Directors

Martin Schwartz is a co-founder of Ridgewood Industries Ltd., which was merged
with Dorel Industries Inc. and several other associated companies to create the
Company. Martin has been President and CEO of Dorel since 1992.

Jeffrey Schwartz, previously Vice President of the Juvenile Division of the
Company, has been the Company's Vice-President, Finance since 1989. In 2003,
Jeffrey's title was changed to Executive Vice President and CFO.

Jeff Segel is a co-founder of Ridgewood Industries Ltd. Jeff has held the position
of Vice-President, Sales & Marketing since 1987. In 2003, Jeff's title changed to
Executive Vice-President, Sales & Marketing.

Alan Schwartz is a co-founder of Ridgewood Industries Ltd. Alan has held the
position of Vice-President, Operations since 1989. In 2003, Alan’s title was
changed to Executive Vice-President, Operations.

Since January 2000, Maurice Tousson has been President and CEO of CDREM
Inc., a retail chain known as Centre du Rasoir/Personal Edge. He previously held
executive positions at Chateau Stores of Canada, Consumers’ Distributing and
Sports Experts. Mr. Tousson holds an MBA from Long Island University in New
York.

Harold “Sonny” Gordon has been Chairman of Dundee Corporation (formerly
Dundee Bancorp Inc.) since November 2001. Previously, he was Vice-Chairman of
Hasbro Inc., a special assistant to a Minister of the Government of Canada, and
managing partner of Stikeman Elliot LLP. Mr. Gordon serves as a director of Dundee
Corporation, Transcontinental Limited, Alliance Atlantis Communications Inc. and
Sonomax Hearing Healthcare Inc. and is chairman of the Sauvé Scholars
Foundation, as well as several private corporations.

Officers

President and Chief Executive Officer
Vice-President, Chief Operating Officer
Vice-President, Management Development
Executive Vice-President, Operations

Executive Vice-President, Sales and Marketing

Retired management professor Dr. Laurent Picard is the former Dean of the
Faculty of Management of McGill University and Director of the Management
Department of the Université de Montréal (HEC). Dr. Picard also served as
President of the CBC. He is a Companion of the Order of Canada. Dr. Picard is a
member of the Board of Directors of The Jean Coutu Group (PJC) Inc.

Dian Cohen is an economist and consultant. Dian is a recognized commentator
and author of several books on community, business and globalization. She has
received many awards for communication excellence, as well as the Order of
Canada. At present, Ms. Cohen is a director of Royal & Sun Alliance Insurance
Company of Canada, Nexfor Inc. and Great Lakes Hydro Income Trust.

Alain Benedetti, FCA, is the retired Vice-Chairman of Ernst & Young LLP, where
he worked for 34 years. Alain has extensive public and private company
experience. He is currently Chairman of the Board of Concordia University and
Vice-Chair of the Canadian Institute of Chartered Accountants. Mr. Benedetti is a
former director and Chairman of St. Mary’'s Hospital and the Canadian Club of
Montreal and is also a former director of the Canadian Club of Toronto.

* Member of the Audit Committee and the Human Resources and Corporate
Governance Committee

** Member of the Human Resources and Corporate Governance Committee

*** Member of the Audit Committee

Executive Vice-President, Chief Financial Officer
and Secretary

Vice-President, Finance and Assistant-Secretary

Vice-President, Global Procurement
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Major Operations

NORTH AMERICA

Dorel Juvenile Group, Inc.
Bruce Cazenave, President and CEQO

2525 State Street
Columbus, Indiana, USA 47201

Canton Commerce Centre
45 Dan Road
Canton, Massachusetts, USA 02021

Dorel Sales and Distribution Canada
Hani Basile, CEO

12345 Albert-Hudon Blvd., Suite 100
Montreal, Quebec, Canada H1G 3K9

EUROPE
Jean-Claude Jacomin, President

Dorel France SA

9 Boulevard du Poitou
49309 Cholet Cedex
France

Dorel Italia SpA
Via verdi, 14
24060 Telgate (Bergamo) ltaly

Ampafrance Portugal LdA
Lugar de Varziela

Arvore

4480 Vila do Conde, Portugal

Dorel Hispania SA

C/Pare Rodés n° 26

Edificio Del Lac Center
Torre A 4° 2°

08208 Sabadell (Barcelona)
Spain

Ampa (Suisse) SA

Rue de Geneve 77 bis

1004 Lausanne
Switzerland

Maxi Miliaan BV
Korendijk 5
5704RD Helmond, Holland

Maxi-Cosi GMBH
Augustinusstrasse 11b
D-50226 Frechen - Konigsdorf
Germany

Dorel (U.K.) Limited

Hertsmere House, Shenley Road
Borehamwood, Hertfordshire
WDé6 1TE United Kingdom

Ameriwood Industries
Gregory Carlson, President and CEO

305 East South First Street
Wright City, Missouri, USA 63390

202 Spaulding Street
Dowagiac, Michigan, USA 49047

458 Second Avenue
Tiffin, Ohio, USA 44883

3305 Loyalist Street
Cornwall, Ontario, Canada KéH 6Wé

12345 Albert-Hudon Blvd., Suite 100
Montreal, Quebec, Canada H1G 3K9

Cosco Home & Office
Jeff Cartwright, President

2525 State Street
Columbus, Indiana, USA 47201

Dorel Asia SRL

Oren

St.Lawrence Main Road
Christchurch, Barbados

Pacific Cycle Inc.
Chris Hornung, CEO

4902 Hammersley Road
Madison, Wisconsin, USA 53711

4730 E. Radio Tower Lane
P.0. Box 344
Olney, Illinois, USA 62450-0344

2041 Cessna Drive
Vacaville, California, USA 95688-8712

Dorel - Asian office
Jenny Chang, Vice-President
of Far Eastern Operations

31F, Jinzhong Square, N° 98
Huai Hai Zhong Road, Shanghai 200021
P.R. China

1365 Midway Blvd., Unit 27, Suite 100
Mississauga, Ontario, Canada L5T 2J5

Commerce and Design Building
201 West Commerce Street, 9" Floor
High Point, North Carolina, USA 27260

Dorel Industries Inc.
1255 Greene Avenue, Suite 300
Montreal, Quebec, Canada H3Z 2A4

Heenan Blaikie LLP

1250 René-Lévesque Blvd. West
Suite 2500

Montreal, Quebec, Canada H3B 4Y1

Canada: Goldsmith Hersh
1411 Fort Street, Suite 200
Montreal, Quebec, Canada H3H 2Né

USA: Deloitte & Touche LLP

111 Monument Circle

Bank One Tower, Suite 2000
Indianapolis, Indiana, USA 46204-5120

Europe: KPMG
18, rue du Pin
44300 Nantes
France

Computershare Investor Services Inc.
100 University Avenue, 9" Floor
Toronto, Ontario, Canada M5J 2Y1
serviceldcomputershare.com

Maison Brison

Rick Leckner

3201 Graham Blvd.

T.M.R., Quebec, Canada H3R 1K1
Tel.: (514) 731-0000

Fax: (514) 731-4525

email: brison1@maisonbrison.com

Share Symbols
TSX - DIL.MV; DII.SV
NASDAQ - DIIB

Written, designed and produced: Maison Brison Inc.



