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MANAGEMENT’S DISCUSSION & ANALYSIS
For the Three Months Ended June 30, 2004

This management discussion and analysis is presented as at July 22, 2004. The financial
information disclosed within this interim report has been prepared in accordance with
Canadian generally accepted accounting principles and is presented in Canadian dollars.
The following discussion and analysis should be read in conjunction with the interim
financial statements included in this quarterly report as well as the Management's
Discussion and Analysis included in the Company’s annual report for the year ending
March 31, 2004. All public filings made with the Canadian securities regulatory authori-
ties and further information on Taiga, including Taiga’s Annual Information Form for the
year ended March 31, 2004, is available free of charge on the SEDAR Web site at

| www.sedar.com.
AL Business Profile
HIGHLIGHTS
SALES Taiga Forest Products Ltd. ("Taiga") is Canada’s largest independent wholesale building
products distributor. Consequently, we warehouse and distribute a variety of structural
$384.4 million and decorative building materials including:
+ "Taiga Select" Treated Wood
NET INCOME * Dimension lumber and panel products
$5.8 million *  GAF Materials Corporation roofing products
* Pine and MDF ("medium density fibreboard") mouldings
* JM - Johns Manville residential insulation
EARNINGS * Owens Corning rigid insulation
PER SHARE + Trex® composite decking
$0.73 » Grace accessory roofing products
EBITDA Our subsidiary companies, Envirofor Preservers (BC) Ltd. and Envirofor Preservers

(ALTA) Ltd., produce "Taiga Select" preserved wood product at two preservation plants
$11.2 million located in Langley, BC, and Edmonton, AB. "Taiga Select" is an economical and decay-
resistant product designed for durable outdoor applications such as fencing, landscaping,
and decking. It is distributed in Canada and the US, through our international distribution
network, and is sold to export markets in the Pacific Rim and South Pacific.

At our remanufacturing plant in EImira, ON, Taiga produces value-added wood products,
including good neighbour fence panels, custom-cut lumber, lattice, and garden sheds for
distribution throughout southern Ontario and US markets

Our subsidiary company, Dynamic Forest Products Ltd., a wholesale building distributor
that operates from offices in Concord, ON and Laval, PQ sells dimension lumber, panel
boards and preserved wood products into Canadian and US markets and our subsidiary
company, Taiga Forest Products Inc., a building products distribution business in Rocklin,
California, services the San Francisco Bay area through to Northwest Nevada.




|
Results from Operations

Consolidated sales for the three months ending June 30, 2004 were a record-setting $384.4 million, up $126
million (49%) from the $258.4 million reported for the same period last year.

Consolidated earnings for the quarter ended June 30, 2004 were $5.8 million, or $0.73 per share, compared
to earnings of $0.6 million, or $0.07 per share, generated during the same quarter of the previous year.

Cash used in operations was ($0.5) million, or ($0.07) per share, compared to cash flow of $5.7 million, or
$0.73 per share, the previous year. The major cash components from our operations include: net earnings after
income tax in the amount of $5.8 million, adjusted by non-cash items including; amortization expense of $0.7
million, $0.09 million cumulative translation adjustment on our U.S. subsidiary Taiga Forest Products Inc. and
a $7.1 million change in non-cash working capital.

Consolidated expenses, before interest, increased from $16.1 million to $19.4 million, an increase of $3.3 million
or 21% compared to the previous year. Of this, $2.2 million (65%) is attributable to an increase in incentive accruals
as a result of the significant increase in earnings. The remaining $1.1 million is primarily due to increased chem-
ical expense incurred by our treating plants to satisfy a 49% increase in production as well
as an overall increase in variable expenses due to increased sales volumes.

All of our major product classes realized increased sales and profitability this quarter. Lumber sales increased

substantially by $69.7 million (47%), panel products sales increased by $52.4 million (67%) while our allied
products sales increased $3.9 million (13%) compared to the previous year.

Selected Annual Information

Following are selected financial data for the Company’s three most recently completed financial years:
(in thousands of dollars except earnings per share)

For the 12 Months Ending March 31,

2004 2003 2002
Sales 1,082,569 912,741 854,313
Net income 10,679 7,829 6,244
Basic and diluted earnings per share $1.36 $1.01 $0.80
Total assets 303,740 262,269 217,644
Total long-term liabilities 29,209 12,159 8,242
Cash dividends declared per common share tba $0.25 $0.20

Explanation of significant period to period variations:
1. 2004 vs. 2003

i. Sales

Higher lumber and panel prices in 2004 were a significant factor which contributed toward the $169.8
million increase in sales. Aside from these generally more favourable market conditions, $69.7 million,
or 41%, of the total increase was attributable to our Rocklin, California distribution centre. This facility
commenced business in November 2002 so that the previous year included only five months of sales
for that operation.

ii. Net income

Improved lumber and panel profit margins were the significant reasons for the increase in net income
of $2.9 million. Of this amount, $1.7 million, or 59%, was attributable to the Rocklin, California facility.

iii. Total assets

The $41.5 million increase is primarily the result of an increase in trade accounts receivable of $34.6
million as well as an increase of $3.7 million in inventories. The increase in accounts receivable is
solely due to the marked increase in sales in March 2004 vs. March 2003.
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iv. Total long term liabilities

In the second quarter of the current fiscal year, the Company increased its term debt facility by $10
million and refinanced its existing term debt.

2.2003 vs. 2002

i. Sales

Although sales increased marginally (6.8%) the primary component of this increase related to the
acquisition of the Rocklin, California distribution centre. This facility commenced business in
November 2002 and generated sales of $32.3 million to the end of the fiscal year which represents
55% of the total sales increase of $58.4 million.

ii. Net income

Higher panel product margins were main the reason for the increase in net income of $1.6 million.
Beyond this market influence, the addition of the Rocklin, California distribution centre accounted for
$0.3 million of the total increase. Additionally, $0.2 million of the total increase was the result of the
increase in ownership of Envirofor Preservers (Alta) Ltd. from 50% to 100% in April 2002.

iii. Total assets

The $44.6 million increase is primarily the result of the addition of the Rocklin, California distribution
centre which accounted for $25.7 million of this total as well as the increase in ownership of Envirofor
Preservers (Alta) Ltd. which added an additional $5.5 million of assets. The remaining increase of
$13.4 million is mostly the result of increased inventories due to inclement weather across most
of Canada which delayed the start of the spring building season.

iv. Total long term liabilities
The increase of $3.9 million is largely made up of an increase in liabilities of $8.2 million in connection

with the addition of the Rocklin, California facility which was offset by an decrease in a future income
tax liability of $2.6 million.
Summary of Quarterly Results

Following are selected financial data for the Company’s eight most recently completed quarters:

Quarters Ending

Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30,
2004 2004 2003 2003 2003 2003 2002 2002
Net Sales ($) 384,388 273, 906 244,080 306,210 258,373 209,880 203,025 241,621

Net Earnings
(Loss) after
Income Taxes ($) 5,778 3,868 1,818 4,424 569 (646) 364 6,566

Basic and diluted
earnings (loss)
per share ($) 0.73 0.50 0.23 0.56 0.07 (0.08) 0.05 0.84
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Market Overview

Housing starts and renovation activity remained robust during the quarter which continued to fuel demand for
building products.

Lumber

All products within our "lumber product" segment performed well.

During the quarter, Louisiana Pacific "Solid Start" |-joist and laminated veneer lumber sales were up 74% over last
year’s quarter and made up 17% of our total lumber sales versus 14% last year.

Preserved wood made up 24% of our total lumber sales and sales this quarter have increased 12% over the same
quarter in the previous year.

Sales of dimension lumber continued to show strength this quarter, with an increase of 60% over the same
quarter of the previous year. Lumber sales for the period to destinations outside of Canada (primarily to the US)
increased by 71% over the previous year despite the stronger Canadian dollar this year vs. last year. Although
prices at the beginning and the end of the quarter were virtually unchanged, prices within the period were volatile
as a result of strong demand coupled with transportation difficulties.

Panel Products

Panel products experienced substantial price volatility this quarter and prices closed significantly lower from
where they were at the beginning of the quarter. Despite these challenges, sales for the quarter ended June 30,
2004 were $131 million, up $52 million or 67% from the same period for the prior year. Oriented strandboard
("OSB") sales increased $33 million (92%) this quarter compared to the same quarter last year while the sales of
other panel products (which includes spruce and fir plywood, engineered siding, pourform, and particle board)
increased $19 million or 45%.

Allied Products

Taiga’'s allied products generated sales of $35 million, up $3.9 million or 13% this quarter compared to the same
period last year. Notable performers within this group are JM Johns Manville residential insulation which realized
a sales increase this quarter of 40% and pine and MDF (medium density fibreboard) mouldings which also
experienced remarkable sales growth by increasing 55% over the same quarter last year.

Financing Activities
Taiga utilizes three Canadian banks and one US bank to finance its operations.

The Canadian banks provide a maximum revolving credit facility in the amount of $135 million. At June 30, 2004,
Taiga was utilizing $108 million of the $135 million revolving facility.

During the period, Taiga secured a temporary $15 million increase to the revolving credit facility which will be in
effect until September 30, 2004. This increase will be used to provide additional working capital during our peak
business cycle.

Investing Activities

Taiga's expenditure for property, plant and equipment totaled $138,444 for the quarter ended June 30, 2004 and
concerned primarily forklift replacements and yard paving.

Financial Position

At June 30, 2004, shareholders’ equity had increased to $84.8 million, up from $78.9 million at March 31, 2004.
Working capital increased by $5.6 million to $62.4 million, from $56.8 million at the end of the previous fiscal year.
Our current ratio is 1.33 : 1.0, compared to 1.29 : 1.0 at March 31, 2004.

Risk Factors

Taiga is subject to the usual business and financing risks associated with the wholesale distribution of building
products. The reader is referred to our annual report for the year ended March 31, 2004, which describes these
risks in more detail.
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Critical Accounting Policies

Management has made estimates that affect the reported amounts and other disclosures contained in the
financial statements.

Buildings, Equipment and Leaseholds

Assets are recorded at cost and amortization is provided using the following methods and annual rates:

Buildings 4% - 8% Declining balance
Furniture and office equipment 8% - 30% Declining balance
Warehouse and manufacturing equipment 10% - 30% Declining balance
Condominium properties 2.5% Declining balance
Treating equipment 12 years Straight-line
Leasehold improvements 5 years Straight-line

The Company reviews the carrying values of its buildings and equipment on a regular basis by reference to
estimated future operation results and undiscounted net cash flows. If the carrying value of these assets exceeds
estimated net recoverable amounts, a provision for impairment will be made unless the decline is temporary.

Inventories

Inventories are valued at the lower of cost and net realizable value.

Loss contingencies

Our estimates of loss contingencies relating to legal proceedings and similar matters are based on various
judgments and assumptions concerning the potential resolution of claims and associated costs.

Related Party Transactions

During the quarter, the Company paid US$61,644.13 to a subsidiary company of Berjaya Group Berhad. Berjaya
Group Berhad’s wholly-owned subsidiary, Berjaya Forest Products (Cayman) Limited, owns 39.8% of Taiga's
outstanding voting securities. The payment was for purchases, made at fair market value, of building materials
for resale within the Canadian market.

Contractual Obligations

The following table outlines the timing of payments for which Taiga has contractual and legal obligations as at
June 30, 2004:

Payment Due by Period (000’s)

Contractual Obligations Total 1 Year 2 Years 3 Years 4 years
and less than and greater
Operating leases $ 1,847 $ 1,616 $ 1,040 $ 558 $ 227

Share Capital
Authorized: 53,886,210 Common shares

Issued and Fully Paid:

Number of Shares Amount
As at June 30, 2004 7,961,420 $ 13,442,135
Shares Issued During the Quarter: None
Stock Option Plan
Number of Shares Available for issue under the Plan as at June 30, 2004: 412,242
Options Granted During the Quarter: None
Options Outstanding at end of the Quarter: None
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Outlook

Taiga's financial performance is primarily dependent on the industrial and residential construction, renovation and
repairs markets. These markets are affected by the strength or weakness in the general economy and as such are
influenced by interest rates and other general market indicators. Ideal economic conditions for Taiga would
include; reasonable levels of economic growth; moderate interest rates; and low unemployment. These conditions
generally promote consumer confidence and spending on new housing, or renovation and repairs.

The CMHC forecasted a seasonally adjusted annual rate of housing starts of 239,300 in June, essentially
unchanged from May’s forecast but down slightly from April’s forecast of 241,600. Continued low mortgage rates
and improving employment have helped to make this the strongest mid-year level since the mid 1980’s.

Similarly, in the US the National Association of Home Builders (NAHB) forecasted seasonally adjusted overall
housing starts in May of 1.97 million units, down marginally from April’s rate of 1.98 million. In a June 24, 2004

press release, the NAHB stated they forecast that new home sales will hit another record in 2004.

With strong demand being forecasted for both Canada and the US and interest rates remaining historically low
for the foreseeable future, the next quarter looks favourable for our industry.

BY ORDER OF THE BOARD OF DIRECTORS

i\

Dr. Kooi Ong Tong
Chairman
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CONSOLIDATED BALANCE SHEET

(in Thousands of Dollars) Unaudited

As at As at
June 30, 2004 March 31, 2004
ASSETS
Current
Accounts receivable $ 148,140 $ 125,106
Income taxes recoverable 3,015 4,268
Inventories Note 2 98,475 120,766
Prepaid expenses 1,428 1,633
Future income taxes 662 662
251,720 252,435
Other
Investments 25 25
Land, buildings, equipment and leaseholds 45,833 46,273
Future income taxes 5,007 5,007
$ 302,585 $ 303,740
LIABILITIES
Current
Bank indebtedness $ 12,705 $ 8,580
Credit facilities 113,301 115,943
Accounts payable and accrued liabilities 60,010 67,851
Current portion of long-term debt 3,288 3,266
189,304 195,640
Long-Term Debt 28,520 29,209
217,824 224,849
SHAREHOLDERS' EQUITY
Share Capital 13,442 13,442
Cumulative translation adjustment (132) (224)
Retained earnings 71,451 65,673
Total shareholders' equity 84,761 78,891
$ 302,585 $ 303,740
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CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

(in Thousands of Dollars) Unaudited

for the 3
months ended
June 30, 2004

for the 3
months ended
June 30, 2003

SALES $ 384,388 $ 258,373
Cost of sales 354,423 239,235
Gross Profit 29,965 19,138
EXPENSES
Distribution 6,684 5,898
Selling and administration 12,732 10,184
Interest -
current 1,117 1,756
long-term 368 343
20,901 18,181
Operating Income 9,064 957
Non-operating expense 57 21
Earnings before income taxes 9,007 936
Income taxes 3,229 367
NET EARNINGS 5,778 569
RETAINED EARNINGS, BEGINNING OF PERIOD 65,673 56,967
Net Earnings for the Period 5,778 569
Retained Earnings, End of Period $ 71,451 $ 57,536
Basic and diluted earnings per share $ 0.73 $ 0.07
Number of Common Shares Outstanding 7,961,420 7,799,920
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CONSOLIDATED STATEMENT OF CASH FLOWS

(in Thousands of Dollars) Unaudited

for the 3
months ended
June 30, 2004

for the 3
months ended
June 30, 2003

Operating Activities:

Net income $ 5,778 $ 569

Adjustments for -

Amortization 728 785

Cumulative translation adjustment 92 (40)

6,598 1,314

Change in non-cash working capital (7,126) 4,405

Cash flows (used in) from operating activities (528) 5,719
Investing Activities:

Purchase of land, buildings, equipment and leaseholds (138) (12)
Cash flows from (used in) investment activities (138) (12)
Financing Activities:

Net change in credit facilities (2,642) (7,398)

Repayment of long-term debt (817) (600)

Issuance of share capital - 108
Cash flows from (used in) financing activities (3,459) (7,890)
Net Increase (Decrease) in Cash (4,125) (2,183)
Bank Indebtedness, beginning (8,580) (14,602)
Bank Indebtedness, ending $ (12,705) $ (16,785)
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NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

1. These unaudited interim financial statements follow the same accounting policies and methods of com-
putation as used in the audited consolidated statements of the previous fiscal year ending March 31, 2004.
However, these interim statements do not include all disclosures typical to the annual financial statements and
accordingly, should be read in conjunction with the annual audited financial statements and notes included in the
Company's Annual Report for the year ended March 31, 2004. In management's opinion, these unaudited inter-
im consolidated financial statements include all adjustments necessary to present fairly such information. The
results of operations for the interim periods are not necessarily indicative of the results to be expected in future
periods.

2. INVENTORIES

As at As at

June 30, 2004 March 31, 2004

Allied building products $ 13,398,687 $ 13,472,916
Lumber products 61,204,940 76,448,519
Panel products 23,871,027 30,844,190
$ 98,474,654 $ 120,765,625

3. SEGMENTED INFORMATION

The Company operates primarily in the wholesale products distribution industry segment. During the period April
1, 2004 to June 30, 2004, the Company had foreign sales, primarily in the United States, of Cdn. $86,859,715
(Cdn.$50,866,553 for the corresponding period in the previous year)
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