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1. BUSINESS OVERVIEW

Taiga is the largest, by revenue, independent wholesale distributor of building products in Canada. Taiga
distributes building products in Canada, the United States and elsewhere. As a wholesale distributor, Taiga
maintains substantial inventories of building products at fourteen strategically located distribution centres
throughout Canada and two distribution centres in California. In addition, Taiga regularly distributes
through the use of third party reload centres. Taiga also owns and operates three wood preservation plants
that produce pressure-treated wood products and one remanufacturing facility that produces building
materials such as fence products and custom-cut lumber. Factors that affect Taiga’s year-over-year
profitability include sales levels, price fluctuations and product mix.

2. RESULTS OF OPERATIONS
Comparison of the Quarters ended September 30, 2007 and September 30, 2006
Sales

The Company’s consolidated net sales for the quarter ended September 30, 2007 were $306.7 million
compared to $305.3 million over the prior year, up $1.4 million or 0.5%.

Sales remained constant while average prices for lumber continued the trend of being lower in the quarter
compared to the same quarter last year. Lumber prices averaged 11% lower in the quarter. OSB prices
remained constant compared to the same quarter last year. Lower commodity lumber sales were offset by
an increase in sales of allied and treated wood products.

Higher sales from the Prairie distribution facilities, new sales from the distribution facility in Newfoundland,
and to a lesser extent, higher sales from the export department offset lower sales of the California
distribution facilities which were impacted by deteriorating residential housing starts coupled with declining
US foreign exchange.

The Company’s exposure to dimension lumber and panel sales, as a percentage of total sales, declined
slightly to 54.6% this quarter, from 55.8% in the second quarter last year. Allied and treated wood product
sales, as a percentage of total sales, increased to 35.2% this quarter from 32.4% in the second quarter last
year.

Gross Margin

During the period the Company reclassified certain processing costs in the amount of $2.3 million to cost of
goods sold. For comparison purposes, cost of goods sold of the second quarter of 2006 has been adjusted by
$2.2 million. Including this reclassification, gross margin dollars increased to $34.0 million in the second
quarter, an increase of $3.2 million or 10.4% over the same quarter last year. Gross margin as a percentage
of sales improved from 10.1% to 11.1%.

Expenses

Distribution expenses increased by $0.7 million, or 10.9% to $7.1 million in the quarter compared to $6.4
million in the same period last year due to expenses incurred by new regional facilities in Newfoundland and
California.
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Selling and administration expenses increased by $1.4 million, or 10.2% to $15.1 million in the quarter
compared to $13.7 million the same period last year. This is mainly due to increased sales expenses incurred
by new regional facilities in Newfoundland and California.

Interest and Subordinated Debt Interest

Revolving credit facilities interest expense remained unchanged at $2.3 million compared to $2.3 million-in
the same period last year. Subordinated debt interest remained constant at $3.9 million.

Net Income

Net earnings for the quarter increased by $0.7 million to $3.8 million, or 1.2% of sales, from $3.1 million
or 1.0% of sales in the prior year as sales were higher by $1.4 million while total operating expenses
remained constant.

EBITDA

EBITDA for the quarter increased by $0.8 million to $12.7 million, from $11.9 million in the prior year,
due to increasing proportionate sales of higher margin, value added allied products.

3. SEGMENTED REVENUE
Taiga operates within one business segment and has two reportable geographic segments as follows:

(in thousands of dollars)
Three months ended Sept 30,

2007 2006
Sales % Sales %
Canada $286,755 93.5 $259,133 84.9
us 19,972 6.5 46,131 15.1
4. SUMMARY OF QUARTERLY RESULTS

(in thousands of dollars, except per share amount in dollars)

Sep- Jun- Mar- Dec- Sep- Jun- Mar- Dec-
2007 2007 2007 2006 2006" 2006" 2006 2005
Sales $306,727 $311,801 $229,581 $232,157 $305,264 $328,115 $281,026 $257,362
Net
income ¥ $3,828 $3,948  $(2,684) $2,136 $3,076 $1,568  $(1,707) $379
Earnings
per share $0.12 $0.12  $(0.08) $0.07 $0.10 $0.05 $(0.05) $0.01
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Notes:

(1) The amounts are derived from Taiga’s historical financial statements which have been adjusted for

a prior-period adjustment. For further information see Note 19 ‘Restatement’ in the audited
financial statements for the fiscal year ended March 31, 2007 included in Taiga’s 2007 annual

report.

(2) This reflects the same for basic and fully-diluted per share basis. Earnings per share is calculated

using the weighted—average number of units/shares.

Taiga operates in a seasonal industry that generally experiences higher sales in the first and second quarters

and reduced sales in the late fall and winter during its third and fourth quarters of each fiscal year.

5. L1QUIDITY AND CAPITAL RESOURCES

Summary of Financial Position

(in thousands of dollars, except for ratios)

Sep.30, Mar.31, Dec.31, Sep.30,
2007 2007 2006 2006

Current Assets $ 228,980 $263,443 $204,672 $225,119
Current Liabilities (excluding Credit
Facilities) 90,774 81,724 71,701 76,236
Credit Facilities 107,105 145,631 87,490 106,128
Working Capital 31,101 36,088 45,481 42,755
Long Term Liabilities (excluding
Subordinated Notes) 29,771 30,790 31,106 28,972
Subordinated Notes 128,834 128,834 128,834 128,834
Total Assets 274,577 304,004 241,335 261,195
Shareholders’” Equity $(81,907) $(82,975) $(77,796) $(78,666)
Ratios
Current Ratio 1.16:1 1.16:1 1.29:1 1.23:1
Debt-to-Sharcholders’ Equity Ratio 2.64 3.11 2.31 2.54
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Notes:
(1) Impact of Stapled Unit conversion.

Pursuant to an Indenture dated September 1, 2005, the Company issued 32,205,680
Subordinated Notes (the “Notes”) with a principal amount of $5.32 for an aggregate carrying
amount of $171,334,217. Under the terms of the Indenture, the Notes are unsecured, bear
interest at 14% per annum and mature on September 1, 2020. Interest on the Notes (except
defaulted interest) at a rate of 14% per annum is payable monthly in arrears, and is calculated as
an annual interest sum divided by twelve, on or about the 15th day following the end of each
month commencing October 17, 2005. The aggregate principal amount of Notes that may be
issued under the Indenture is unlimited. The Notes are guaranteed by certain of the Company’s
subsidiary and affiliated companies. As a result of the Stapled Unit conversion, the aggregate
issue price of the Notes in the amount of $171,334,217 is charged against Retained Earnings.

On May 12, 2006 the Company completed its offer to purchase up to $42.5 million of its
outstanding 14% Notes due 2020 for a purchase price of 105% of the principal amount
outstanding per Note plus accrued and unpaid interest to the date of acceptance, leaving
principal value of $128,834,217 of Notes outstanding. The offer constituted an Asset Sales
Offer pursuant to the terms of the Indenture governing the subordinated notes.

For calculation of ratios containing Sharcholders” Equity, $171,334,217 has been excluded from
Retained Earnings.

Debt is defined as Credit Facilities and Subordinated Notes.

Assets

Total assets were $274.6 million as at September 30, 2007 and $304.0 million as at March 31, 2007. The
decrease of $29.4 million is primarily the result of decreased inventories and accounts receivable, partially
offset by an increase in fixed assets.

Inventory decreased by $28.4 million to $115.3 million as at September 30, 2007, compared to $143.7
million as at March 31, 2007 due to seasonal drawdown of products.

Accounts receivable decreased by $5.8 million to $110.5 million as at September 30, 2007, compared to
$116.3 million as at March 31, 2007. Accounts receivable decreased as sales for the six months ended
September 30, 2007 decreased by $14.9 million to $618.5 million compared to $633.4 million in the prior

year.

The net balance of land, buildings, equipment and leascholds increased by $5.3 million in the second quarter
primarily due to the purchase of an additional distribution facility immediately next door to the existing
Edmonton distribution facility. The entire Edmonton distribution complex has doubled in size to 14 acres.
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Liabilities

Total liabilities decreased from $387.0 million as at March 31, 2007 to $356.5 million as at September 30,
2007. The $30.5 million decrease is mainly the result of decreased revolving credit facilities offset by an
increase in income taxes payable and accrued liabilities.

Revolving credit facilities decreased by $38.5 million to $107.1 million as at September 30, 2007,
compared to $145.6 million as at March 31, 2007. The decrease is primarily the result of lower inventory
and accounts receivable.

Accounts payable and accrued liabilities increased by $4.5 million from $74.2 million as at March 31, 2007
to $78.7 million as at September 30, 2007. The increase is primarily due to incentive pay accruals and
rebate accruals. These accruals build up throughout the fiscal year and get paid out in the fourth quarter.

Income taxes payable increased by $4.8 million to $4.8 million as at September 30, 2007. Future income
taxes decreased by $0.2 million to $6.9 million as at September 30, 2007, compared to $7.1 million as at
March 31, 2007. The increase in income taxes payable and corresponding decrease in future income taxes is
the result of the staggered fiscal year end of a significant subsidiary entity.

Changes in Non-Cash Working Capital Items

(in thousands of dollars)

Three months ended

Six months ended

September 30, September 30,

2007 2006 2007 2006

(Increase) Decrease in accounts receivable $16,290 $12,543 $5,976 $9,724

(Increase) Decrease in income taxes 137 481 4,988 1,857
recoverable/payable

(Increase) Decrease in inventories 8,292 7,204 28,225 32,652

(Increase) Decrease in prepaid expenses 935 85 197 114

Increase (Decrease) in accounts payable and 2,419 6,807 4,371 11,410

accrued liabilities
$28,073 $27,120 $43,757 $55,533

Working Capital

Working capital decreased by $5.0 million to $31.1 million as at September 30, 2007 compared to $36.1

million as at March 31, 2007.
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Revolving Credit Facilities

Under the GE credit facility, the Company can obtain a maximum revolving loan commitment of CDN
$200 million from April through September and CDN §$160 million from October through March. The
credit arrangement also has an accordion feature to permanently increase the maximum limit by an
additional CDN $50 million. As at September 30, 2007, Taiga was utilizing $107.1 million of the $200
million facility. Taiga’s main source of liquidity will come from cash provided by operations and the GE
credit facilities. Management believes that such sources of liquidity will be sufficient to fund future working
capital requirements, capital expenditures and Taiga’s planned growth.

Contractual Obligations

There are no material changes to the contractual obligations as reported in the Management’s Discussion
and Analysis and audited consolidated financial statements and notes thereto included in the Company’s
2007 annual report and information circular dated June 8, 2007.

Outstanding Share Data

The Company has only one class of shares outstanding, its common shares without par value. On September
30, 2007, there were 32,205,680 common shares outstanding.

Dividend Policy

The Company has a monthly cash dividend policy of $0.0213 per share. Dividend payments totalling $2.1

million were paid during the quarter.
6. COMMITMENTS AND CONTINGENCIES

The Canada Revenue Agency and other provincial authorities have been reviewing the 2002, 2003, 2004
and 2005 taxation years of Taiga in connection with the formation of a financing structure involving Taiga
Building Products Ltd. (formerly Taiga Forest Products Ltd.), Taiga Building Products General Partnership
(formerly Taiga Forest Products General Partnership) and a related financing subsidiary. Canada Revenue
Agency and other provincial authorities have questioned the provincial income taxes payable as a result of
the financing structure, as well as, the federal tax abatement deducted by the related financing subsidiary.

For the 2004 taxation year, Taiga Building Products Ltd. requested Canada Revenue Agency carry back
non-capital losses realized in the year to apply against income realized in prior taxation years. Taiga expects
related refunds of income tax and interest in the aggregate amount of approximately $2.7 million. Canada
Revenue Agency has not reassessed the prior taxation years and issued the refunds pending its review of the
financing structure.
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Ontario Tax Assessment

On May 16, 2007, Taiga announced that it has received a Notice of Reassessment of approximately $8.8
million of income taxes and interest payable to the Ontario Ministry of Finance, for the 2002, 2003, 2004
and 2005 taxation years in connection with the financing structure. Taiga disagrees with the province of
Ontario’s reassessments and intends to pursue all available administrative and judicial appeals. While the
matter is under appeal, Taiga is required to remit the amount of income taxes and interest reassessed. The
income taxes and interest remitted will be returned to Taiga to the extent the reassessments are successfully

appealed.

The Canada Revenue Agency is also auditing Taiga and its affiliate with respect to these matters and has
issued proposal letters regarding the tax payable. It is not certain at this time what reassessments the Canada
Revenue Agency will finally issue and as such, the amount of potential liability, if any, cannot be determined
at this time.

Law Suit against Former Auditor and Tax Advisor

In connection with the financing structure, on June 21, 2007, the Company filed a claim in the Supreme
Court of British Columbia, against its former auditor and tax advisor for damages for breach of contract,
professional negligence, and breach of fiduciary duty arising out of the sale and implementation of a
financing plan.

7. RISKS AND UNCERTAINTIES

The results of operations, business prospects and financial conditions of Taiga are subject to a number of
risks and uncertainties, and are affected by a number of factors outside of Taiga’s control.

Dependence on Market Economic Conditions

Demand for Taiga’s products depends significantly upon the residential and commercial construction
market, industrial manufacturing market and home improvement market. The level of activity in the
residential construction market, industrial manufacturing market and home improvement market depends
on many factors, including the general demand for housing, interest rates, availability of financing, housing
affordability, levels of unemployment, shifting demographic trends, gross domestic product growth,
consumer confidence, changes in the rate of housing starts, and other general economic conditions. The
level of activity in the industrial commercial construction market depends largely on vacancy and absorption
rates, interest rates, regional economic outlooks, the availability of financing and general economic
conditions. Consequently, the level of activity in the home improvement, residential and commercial
construction markets and the industrial manufacturing market is determined by factors that are not within
Taiga’s control. Also, since such markets are sensitive to cyclical changes in the economy, future downturns
in the economy or lack of further improvement in the economy could have a material adverse effect on
Taiga’s financial condition and results of operations.
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Sales and Margin Risk and Fluctuations in Commodity Prices

Taiga’s profitability depends on its ability to maintain and grow sales to its customers and to sustain its profit
margins. If Taiga’s operating costs increase or if the prices for which Taiga is able to sell its products fall, its
sales or margins, or both, will be adversely affected.

Taiga sales volumes are affected by general economic conditions impacting the housing industry, such as
prevailing interest rates, competition, and relationships with customers and suppliers. Adverse changes in
any one of these factors can significantly reduce Taiga’s sales volumes.

Commodity prices fluctuate with market supply and demand and other factors and these fluctuations can be
volatile. Taiga’s profitability depends on its ability to sell products at prices that are higher than their cost to
Taiga. Cost controls are therefore critical to Taiga’s profitability. Any failure in Taiga’s strategy for not
reducing its cost cither by not managing internal costs or by not implementing effective purchasing
initiatives will negatively affect its financial results. Taiga has implemented, and continues to focus on, cost
controls but the success of its strategies cannot be assured.

Taiga’s profitability is directly influenced by the cost of certain commodity products, such as plywood,
oriented strand board, panel boards and dimension lumber. The prices of such commodity products are
subject to significant volatility and are beyond the control of Taiga. There can be no assurance that Taiga’s
producers or manufacturers will continue to have these commodity products available to them at reasonable
prices or that significant increases in the costs of such commodities will not materially adversely affect the
operations of Taiga. Gross margins are dependent on the prices at which Taiga sells its products. Sudden
changes in commodity prices may adversely impact Taiga’s operating results.

Supply of Commodities

Dimension lumber and panel products are important components of Taiga’s product mix. Due to political
and environmental restrictions on logging in North America, the availability of adequate lumber supply in
the future could adversely affect Taiga’s growth. Taiga’s policy of buying from as many established
producers as possible, and its practice of establishing a number of supply arrangements, are designed to
ensure continued supply, but there can be no assurance that such measures will reduce the risk of limited

supply in the future.
Supply-Side Risks

Taiga distributes building products produced or supplied by a number of major suppliers. Taiga currently
does not have long term contracts with any of its major suppliers and many of its arrangements with its
suppliers are not contained in written agreements. Although Taiga believes that it has access to similar
products from competing suppliers, any disruption in Taiga’s sources of supply, or any material fluctuation
in the quality, quantity or cost of such supply, could have a material adverse effect upon Taiga’s results of
operations and financial condition.

In addition, many of Taiga’s suppliers and other service providers have unionized work forces. If one or
more of Taiga’s suppliers or service providers experience a material work stoppage or slow down, it could
materially adversely affect Taiga’s ability to secure sufficient inventory and therefore could materially
adversely affect its business, financial condition, results of operations and cash flows. Also, supply shortages
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occur at times as a result of unanticipated demand, production difficulties or delivery delays. In such cases,
building material and commodity suppliers often allocate products among distributors. Future supply
shortages may occur from time to time and may have a short term material adverse effect on Taiga’s results

of operations and financial conditions.
Inventory Risk

The wholesale building products distribution industry is characterized by large sales volumes and low gross
margins. It is highly sensitive to price, quality, timeliness of delivery and continuity of supply. In addition,
the demand for some of Taiga’s products is cyclical and prices can change rapidly.

Taiga’s buying practices are designed to minimize the risk of rapidly changing prices, although there can be
no assurance that such practices will actually reduce risk. Taiga does not generally hedge its inventory risk
through the purchase of lumber futures contracts. Substantially all purchases are made based on current
orders and anticipated sales, and most sales are made from inventory or against product on order. Inventory
levels are monitored in an attempt to achieve balance between maximum inventory turnover and optimal
customer service. Although Taiga strives to reduce the risk associated with price changes by maximizing
inventory turnover, Taiga maintains significant quantities of inventory, which is affected by fluctuating

prices.
Currency Risk

The performance of the Canadian dollar compared to the US dollar presents a certain valuation risk for
inventories purchased specifically for US markets. Taiga does not generally hedge these inventories with US
exchange forwards, relying instead on rapid inventory turnover. Taiga continually monitors exchange
trends and sells most US receipts into the spot market at the most advantageous rates possible. Taiga does
make limited use of US exchange forward contracts to minimize currency volatility.

Credit Risk

Taiga extends to its customers credit, which is generally unsecured. Taiga has credit management
procedures in place to mitigate the risk of losses due to the insolvency or bankruptcy of customers.
However, risk exists that some customers may not be able to meet their obligations and the loss of a large
receivable would have a significant negative impact on Taiga’s profitability.
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Interest Risk

Taiga utilizes significant leverage to finance day-to-day operations. The interest cost of Taiga’s revolving
credit facility is predominately prime-based. Increased interest rates will increase Taiga’s operating costs and
may reduce net profit after income tax. Taiga monitors current interest rates and selectively utilizes interest
rate swap agreements to mitigate the risk. As at September 30, 2007, Taiga had the following interest rate
swap arrangements:

Counterparty Maturity Date Notional Amount Fixed Interest Mark Value as at Change in
Rate Jun 30, 2007 _Sep 30, 2007 Market Value
JP Morgan Chase Bank, N.A. August 31, 2010 $10,000,000 4.87% n/a $(77,184) $ (77,184)
HSBC Bank Canada August 25, 2009 $10,000,000 4.50% $77,408 § 7,115 $ (70,293)
HSBC Bank Canada August 27, 2007 §10,000,000 3.90% $13,275 § - $ (13,275)

$90,683  $(70,069) $(160,752)

8. RELATED PARTY TRANSACTIONS

During the current quarter there were no related party transactions and none in the same quarter last year.
Taiga intends to enter into transactions, from time to time, with related parties to purchase and sell building
materials inventory and for such affiliates to act as agents for Taiga entitling them to receive commissions.
These transactions will be in the normal course of business and will be on the same terms as those accorded
to non-related parties.

9. CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in conformity with Canadian Generally Accepted Accounting
Principles (GAAP) requires management to make assumptions and estimates that affect the amounts
reported in the financial statements and notes thereto. Financial results as determined by actual events could
be different from those estimates. Significant areas requiring such estimates are accounting valuations,
inventory, the composition of future income taxes, and volume rebates. Although management believes the
estimates used while preparing its financial statements are reasonable, actual results may be different from
these estimates.

The significant accounting policies of Taiga are described in Note 1 of the March 31, 2007 audited financial
statements contained in the Taiga Building Products Ltd. 2006 annual report. The policies which Taiga
believes are the most critical to assist with understanding and evaluating its reported financial results include

the following:
Revenue Recognition

Revenue is recognized at the time of shipment at agreed prices to credit-approved customers, consistent
with common building products industry terms of trade. At the time of shipment, the significant risks and
rewards of ownership have been transferred. Revenue is also recognized when reasonableness of collection
is assured.
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Valuation of Long-Lived Assets

Taiga reviews the carrying values of its assets 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.

Inventory Valuation

Inventories are valued at the lower of average cost and net realizable value. Inventories consist of allied
products, lumber products and panel products.

Forcign Currency Translation

Currency denominated in US dollars has been translated into Canadian dollars as follows:

i) Transactions at the approximate rate of exchange prevailing at the time of the transaction;

if) Monetary assets and liabilities at the year-end exchange rate;

iii) Exchange gains and losses are included in earnings;

iv) The accounts of the self-sustaining foreign operation are accounted for by the current rate

method under which assets and liabilities are translated at the prevailing rates of exchange at
each balance sheet date;

v) Revenue and expense items are translated at exchange rates prevailing when such items are
recognized in the statement of earnings; and

vi) Foreign currency gains and losses on the translation of self-sustaining foreign operations are
deferred as a component of sharcholders’ equity.

10. CHANGES IN ACCOUNTING POLICIES
Adoption of Changes in New Accounting Policies
Financial Instruments

Effective April 1, 2007, Taiga adopted the new Canadian Institute of Chartered Accountants (“CICA”)
Handbook Standards relating to financial instruments on a prospective basis with no restatement of prior
period financial statements.

The CICA Handbook Section 3855, Financial Instruments — Recognition and Measurement, requires all financial
assets, financial liabilities and non-financial derivatives to be recognized on the balance sheet at the
appropriate measurement based on specific categories. The new standard requires that all financial assets and
liabilities be classified as either: held-to-maturity, held-for-trading, loans and receivables, available-for-sale
or other financial liabilities.
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The following is a summary of Taiga’s classification of financial assets and liabilities:

Accounts receivable Loans and receivables
Bank indebtedness and credit facilities Loans and receivables
Accounts payable and accrued liabilities Other financial liabilities
Long-term debt Other financial liabilities
Obligations under capital leases Other financial liabilities
Subordinated notes Other financial liabilities
Interest rate swaps Held-for-trading

The Company has no financial assets or liabilities designated as held-to-maturity or available-for-sale.
Interest rate swaps are classified as held-for-trading financial instruments, which are carried at fair value
with transaction costs expensed immediately and gains and losses recognized in net earnings in the period in
which they arise. Loans, receivables and other financial liabilities are carried at amortized cost.

Section 3861, Financial Instruments: Disclosure and Presentation, identifies and details information to be
disclosed in the financial statements.

Section 1530, Comprehensive Income, introduces new standards for the presentation and disclosure of the
components of comprehensive income. Comprehensive income consists of net earnings and other
comprehensive income. Other comprehensive income is defined as the change in net assets of an enterprise
during a reporting period from transactions and other events and circumstances from non-owner sources. In
the case of Taiga, other comprehensive income includes unrealized gains and losses arising from self-
sustaining foreign operations. As a result of the adoption, a new Statement of Comprehensive Income forms
part of the Company’s consolidated financial statements. Cumulative changes in other comprehensive
income are included in Accumulated Other Comprehensive Income, which is presented as a new category of
Shareholders’” Equity in the balance sheet.

The adoption of new accounting policies for financial instruments has not resulted in any significant changes
to Taiga’s financial statements.

As required under the transition rules, opening deficit as at April 01, 2007 has been adjusted by 846,283 to
reflect the cumulative impact of adopting the changes in accounting policies. The adjustment represents the
mark-to-market values of the two interest rate swaps as at April 01, 2007.
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Taiga holds two interest rate swap agreements with HSBC Bank of Canada and JP Morgan Chase, N.A. as at
September 30, 2007. A previous interest rate swap agreement with HSBC Bank of Canada expired during
the quarter.

Counterparty Maturity Date Notional Amount Fixed Interest Mark Value as at Change in
Rate Jun 30, 2007 Sep 30, 2007 Market Value
JP Morgan Chase Bank, N.A. August 31, 2010 $10,000,000 4.87% n/a $(77,184) $ (77,184)
HSBC Bank Canada August 25, 2009 $10,000,000 4.50% $77,408 $ 7,115 $ (70,293)
HSBC Bank Canada August 27, 2007 $10,000,000 3.90% $13,275 _ § - $ (13,275)

$90,683  $(70,069)  $(160,752)
The change in market value of $160,752 for the three months ended September 30, 2007 has been recorded
under Selling and Administration Expenses in the Consolidated Statements of Earnings and Retained

Earnings .

The effect of the adoption of these standards is summarized in the following table:

(In thousands of dollars)

Reclassification to Adjustment on
As at March 31, accumulated other adoption of new Asat April 1,
2007 comprehensive loss standards 2007
Other current assets $ - $ - $ 25 $ 25
Other long term assets - - (71) (71)
Shareholders' Equity
Cumulative translation adjustment (1,373) 1,373 -
Accumulated other comprehensive loss - (1,373) - (1,373)
Deficit s (94,831) s - S (46) s (94.87))

The carrying values of accounts receivable, bank indebtedness, credit facilities, accounts payable and accrued
liabilities, approximate fair values as at September 30, 2007.

11. OFF-BALANCE SHEET ARRANGEMENTS
There are no material off-balance sheet arrangements.
For a detailed description of financial instruments and their associated risks, see Note 5 ‘Financial

Instruments’ in the audited statements for the fiscal year ended March 31, 2007 contained in the Taiga
Building Products Ltd. 2007 annual report.
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12. DISCLOSURE CONTROLS AND PROCEDURES AND
INTERNAL CONTROLS OVER FINANCIAL REPORTING

Taiga’s management is responsible for establishing and maintaining disclosure controls and procedures to
provide reasonable assurance that material information related to the Company, including its consolidated
subsidiaries, is made known to senior management, including the Executive Chairman and Chief Executive
Officer (CEO) , and the Vice-President of Finance and Administration (VPFA), by others within those
entities on a timely basis so that appropriate decisions can be made regarding public disclosure. The CEO
and VPFA have evaluated the Company’s disclosure controls and procedures and have concluded that they
are effective as of September 30, 2007.

Taiga’s management are also responsible for designing internal controls over financial reporting, or causing
it to be designed under their supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
GAAP. As of September 30, 2007, the CEO and VPFA have designed, or caused to be designed under their
supervision, such internal controls over financial reporting. Additionally, the CEO and VPFA have identi-
fied no changes in the Company’s internal control over financial reporting that occurred during the most
recent interim period that has materially affected, or is reasonably likely to materially affect, the Company’s

internal control over financial rcporting.
13. SUBSEQUENT EVENT

On October 23, 2007, Taiga terminated its contract with its Enterprise Resource Planning (ERP) Project
provider Laurier CIM Group Inc. for failing to meet contractual obligations. Taiga has requested the return
of approximately $2.2 million of fees paid to date and is currently assessing the valuation of related costs
included in Property, Plant and Equipment.

14. OUTLOOK

Taiga’s financial performance is primarily dependent on the commercial 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.

In Canada, the Canada Mortgage and Housing Corporation (CMHC) has reported that housing starts for the
calendar year 2007 will come in at 220,025 units, a decline of approximately 3.0% from 227,000 units in
year 2006. Indicators suggest that the housing market will be weaker in 2008, with CMHC predicting
housing starts will moderate to 207,190 units or a reduction of 5.8%. In the United States, the National
Association of Home Builders (NAHB) reported that total housing starts are projected to decline further in
2008. Total housing starts are forecasted to be at 1.38 million units in 2007 and 1.24 million units in 2008.

BY ORDER OF THE BOARD OF DIRECTORS

2N

Kooi Ong Tong
Executive Chairman and CEO
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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102 “Continuous Disclosure Obligations”, Part 4, Subsection 4.3(3a), if an
auditor has not performed a review of the interim financial statements, they must be accompanied by a
notice indicating that the financial statements have not been reviewed by an auditor.

Taiga's independent auditors, HLB Cinnamon Jang Willoughby, has not performed a review of these
interim statements in accordance with standards established by the Canadian Institute of Chartered
Accountants for a review of interim financial statements by an entity's auditor.

The accompanying unaudited interim financial statements of the Company have been prepared by and are
the responsibility of the Company's management.

TAIGA BUILDING PRODUCTS LTD.
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
SECOND QUARTER REPORT FOR THE THREE AND SIX MONTHS ENDED SEPTEMBER 30, 2007
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TAIGA BUILDING PRODUCTS LTD.
CONSOLIDATED BALANCE SHEETS

(Unaudited)
September 30, March 31,
2007 2007
(in thousands of Canadian dollars)
Assets
Current:
Accounts receivable $ 110,481 N 116,304
Income taxes recoverable 1,528 1,706
Inventories (Note 3) 115,338 143,668
Prepaid expenses 1,633 1,765
228,980 263,443
Land, buildings, equipment and leascholds 38,190 32,905
Deferred financing fees 654 720
Income taxes recoverable 3,053 3,053
Future income taxes 3,700 3,883
$ 274,577 $ 304,004
Liabilities and Sharcholders’ Equity
Current:
Revolving credit facilities N 107,105 N 145,631
Accounts payable and accrued liabilities 78,670 74,249
Income taxes payable 4,810 -
Future income taxes 6,947 7,117
Current portion of long-term debt 60 70
Current portion of obligations under capital leases 287 287
197,879 227,355
Long-term debt 2,383 2,800
Financial Instruments (Note 2) 70 -
Obligations under capital leases 11,146 11,287
Deferred gain 16,172 16,703
Subordinated notes 128,834 128,834
356,484 386,979
Shareholders’ Equity:
Share capital 13,229 13,229
Accumulated other comprehensive loss (3,919) (1,373)
9,310 11,856
Retained Earnings (Deficit) (Note 5) (91,217) (94,831)
(81,907) (82,975)
$ 274,577 § 304,004

Commitments and Contingencies (Note 7)

Subsequent Event (Note 8)

See accompanying notes to interim consolidated financial statements
TAIGA BUILDING PRODUCTS LTD.
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TAIGA BUILDING PRODUCTS LTD.

CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS

(Unaudited)
Three months ended Six months ended
September 30, September 30,
2007 2006 2007 2006
(in thousands of Canadian dollars)
Sales $ 306,727 $ 305,264 § 618,527 § 633,379
Cost of sales 272,748 274,444 551,470 571,038
Gross Margin 33,979 30,820 67,057 62,341
Expenses:
Distribution 7,068 6,383 13,737 12,760
Selling and administration (Note 2) 15,143 13,654 28,743 26,559
Interest
Current 2,269 2,319 4,567 4,571
Long-term 45 - 93
24,525 22,356 47,140 43,890
Earnings from operations 9,454 8,464 19,917 18,451
Subordinated debt interest expense 3,946 3,946 7,891 11,098
Non-operating income 272 660 547 894
Earnings before income taxes 5,780 5,178 12,573 8,247
Income taxes (Note 4)
Current (352) (566) 4,474 2,229
Future and withhnlding 2,304 2,668 323 1,373
1,952 2,102 4,797 3,602
Net Earnings 3,828 3,076 7,776 4,645
Deficit at beginning of period as previously reported (92,987) (91,184) (94,831) (90,695)
Transitional adjustment for the adoption of new accounting
policies for financial instruments (Note 2) - - (46) -
Deficit at beginning of period, after adoption (92,987) (91,184) (94,877) (90,695)
Net Earnings 3,828 3,076 7,776 4,645
Common share dividends 2,058 2,058 4,116 4,116
Retained Earnings (Deficit), ending (Note 5) S 91,217) 8 (90,166) $ (91,217) '§ (90,166)
Basic and diluted net carnings per unit/common share $0.12 $0.10 $0.24 $0.14
Weighted average number of units/common shares outstanding 32,206 32,206 32,206 32,206

See accompanying notes to interim consolidated financial statements
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TAIGA BUILDING PRODUCTS LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three months ended Six months ended
September 31, September 30,
2007 2006 2007 2006
(in thousands of Canadian dollars)
Cash provided by (used in):
Operating:
Net Earnings N 3,828 s 3,076 $ 7,776 $ 4,645
Adjustments for
Amortization 708 497 1,332 979
Amortization of deferred financing fees 53 - 102 -
Future income taxes 2,046 - 14 -
Mark-to-Market adjustment 161 - 24
Cumulative translation adjustment (1,127) (296) (2,546) (536)
Loss (gain) on sale of assets (14) 159 (14) 159
Gain on sale and leaseback (258) (228) (531) (484)
5,397 3,208 6,157 4,763
Changes in non-cash working capital 28,073 27,120 43,757 55,533
Cash flows from operating activities 33,470 30,328 49,914 60,296
Investing:
Purchase of land, buildings, equipment and leaseholds (6,992) (4,071) (6,819) (4,929)
Proceeds from sale of Emerwood - 450 - 450
Proceeds from disposition of equipment 15 9 106 9
Cash flows (used in) from investing activities (6,977) (3,612) (6,713) (4,470)
Financing:
Repurchase of subordinated notes - - - (42,500)
Increase (Decrease) in long-term debt (186) - (417) -
Capital lease payable an 79 (141) 162
Dividends paid (2,058) (2,058) (4,116) (4,116)
Cash flows (used in) from financing activities (2,315) (1,978) (4,674) (46,454)
Net Increase (Decrease) in Revolving Credit Facilities 24,178 24,738 38,527 9,372
Revolving Credit Facilities, beginning (131,283) (130,866) (145,632) (115,500)
Revolving Credit Facilities, ending $ (107,105) $ (106,128) (107,105) $ (106,128)
Supplemental Disclosure of Cash Flow Information:
Interest S 5,878 s 6,267 § 11,939 s 15,668
Current income taxes N 164 s 1,179 s 419 s 1,726

See accompanying notes to interim consolidated financial statements.
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TAIGA BUILDING PRODUCTS LTD.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three months ended Six months ended
September 30, September 30,
2007 2006 2007 2006
(in thousands of Canadian dollars)
Net Earnings for the period $ 3,828 § 3,076 $ 7,776 § 4,645
Other comprehensice income:
Unrealized gains (losses) on translation of
self-sustaining foreign operations (1,127) 295 (2,546) (536)
Comprehensive income $ 2,701 § 3,371 $ 5,230 $ 4,109

Accumulated other comprehensive loss, beginning of period (Note 2)  § (2,792) s (2,024) $ (1,373) $  (1,193)
Other comprehensive income:
Unrealized gain (loss) on translation of

self-sustaining foreign operations (1,127) 295 (2,546) (536)

Accumulated other comprehensive loss, end of period $ (3,919) s (1,729) s (3,919) $ (1,729)

See accompanying notes to interim consolidated financial statements.
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TAIGA BUILDING PRODUCTS LTD.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three and six months ended September 30, 2007 and 2006
(Unaudited)

1. Significant Accounting Policies

These interim consolidated financial statements follow the same accounting policies and methods of
application as our annual financial statements.

(a) Basis of presentation

These unaudited interim financial statements follow the same accounting policies and methods of
computation as used in the audited consolidated statements of the previous fiscal year ending March 31,
2007. 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 Taiga Building Products Ltd. Annual Report for the year ended March 31, 2007. In
management's opinion, these unaudited interim 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.

(b) Comparative Figures

The comparative figures have been reclassified, where applicable, in order to conform with the
presentation used in the current period.

(c) Revolving Credit Facilities

Revolving credit facilities consists of cheques issued in excess of funds on deposit and credit facilities. Taiga
has amended its cash flow statement to show the net increase (decrease) in its credit facilities. The credit
facilities act as Taiga’s primary source of cash that is used on a day-to-day basis and fluctuates directly as a
result of its cash flows from operating, investing and financing activities.

2. Adoption of Changes in New Accounting Policies

Financial Instruments

Effective April 1, 2007, Taiga adopted the new Canadian Institute of Chartered Accountants (“CICA”)
Handbook Standards relating to financial instruments on a prospective basis with no restatement of prior
period financial statements.

The CICA Handbook Section 3855, Financial Instruments — Recognition and Measurement, requires all financial
assets, financial liabilities and non-financial derivatives to be recognized on the balance sheet at the
appropriate measurement based on specific categories. The new standard requires that all financial assets
and liabilities be classified as either: held-to-maturity, held-for-trading, loans and receivables, available-
for-sale or other financial liabilities.

TAIGA BUILDING PRODUCTS LTD.
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The following is a summary of Taiga’s classification of financial assets and liabilities:

Accounts receivable Loans and receivables
Bank indebtedness and credit facilities Loans and receivables
Accounts payable and accrued liabilities Other financial liabilities
Long-term debt Other financial liabilities
Obligations under capital leases Other financial liabilities
Subordinated notes Other financial liabilities
Interest rate swaps Held-for-trading

The Company has no financial assets or liabilities designated as held-to-maturity or available-for-sale.
Interest rate swaps are classified as held-for-trading financial instruments, which are carried at fair value
with transaction costs expensed immediately and gains and losses recognized in net earnings in the period
in which they arise. Loans, receivables and other financial liabilities are carried at amortized cost.

Section 3861, Financial Instruments: Disclosure and Presentation, identifies and details information to be
disclosed in the financial statements.

Section 1530, Comprehensive Income, introduces new standards for the presentation and disclosure of the
components of comprehensive income. Comprehensive income consists of net earnings and other
comprehensive income. Other comprehensive income is defined as the change in net assets of an enterprise
during a reporting period from transactions and other events and circumstances from non-owner sources.
In the case of Taiga, other comprehensive income includes unrealized gains and losses arising from self-
sustaining foreign operations. As a result of the adoption, a new Statement of Comprehensive Income
forms part of the Company’s consolidated financial statements. Cumulative changes in other
comprehensive income are included in Accumulated Other Comprehensive Income, which is presented as
anew category of Shareholders’ Equity in the balance sheet.

The adoption of new accounting policies for financial instruments has not resulted in any significant
changes to Taiga’s financial statements.

As required under the transition rules, opening deficit as at April 01, 2007 has been adjusted by $46,283
to reflect the cumulative impact of adopting the changes in accounting policies. The adjustment represents
the mark-to-market values of the two interest rate swaps as at April 01, 2007.

TAIGA BUILDING PRODUCTS LTD.
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Taiga holds two interest rate swap agreements with HSBC Bank of Canada and JP Morgan Chase, N.A. as
at September 30, 2007. A previous interest rate swap agreement with HSBC Bank of Canada expired

during the quarter.

Counterparty Maturity Date

Notional Amount

Fixed Interest

Mark Value as at

Change in

Rate Jun 30, 2007 Sep 30, 2007 Market Value

JP Morgan Chase Bank, N.A. August 31, 2010 $10,000,000 4.87% n/a $(77,184) $ (77,184)

HSBC Bank Canada August 25, 2009 $10,000,000 4.50% $77,408 $ 7,115 $ (70,293)

HSBC Bank Canada August 27, 2007 $10,000,000 3.90% $13,275  § - $ (13,275)
$90,683  $(70,069) $(160,752)

The change in market value of $160,752 for the three months ended September 30, 2007 has been
recorded under Selling and Administration Expenses in the Consolidated Statements of Earnings and

Retained Earnings.

The effect of the adoption of these standards is summarized in the following table:

(In thousands of dollars)

Reclassification

to accumulated

other Adjustment on

Asat March  comprehensive adoption of  As at April

31, 2007 loss  new standards 1, 2007

Other current assets - - 25 25

Other long term assets - - (71) (71)
Shareholders' Equity

Cumulative translation adjustment (1,373) 1,373 - -

Accumulated other comprehensive loss - (1,373) - (1,373)

Deficit (94,831) - (46) (94,877

TAIGA BUILDING PRODUCTS LTD.
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The carrying values of accounts receivable, bank indebtedness, credit facilities, accounts payable and accrued
liabilities, approximate fair values as at September 30, 2007.

3. Inventories

(in thousands of dollars)
As at September 30, As at March 31,

2007 2007
Allied building products $ 34,761 $ 33,782
Lumber products 62,405 85,213
Panel products 18,172 24,673
Total Inventories § 115,338 $ 143,668

4, Income Taxes

The reported income tax differs from the amount computed by applying the Canadian basic statutory tax
rates to the net income. The reasons for this difference and the related tax effects are as follows:

(in thousands of dollars)

Three months ended Six months ended
September 30, September 30,
2007 2006 2007 2006
Expected income taxes
expense $2,023 $1,812 $4,386 $2,884
Other taxes 56 56 112 112
Non-deductible expenses 429 428 859 994
Other permanent
differences (556) (194) (560) (388)
1,952 2,102 4,797 3,602
Current (352) (566) 4,474 2,228
Future 2,248 2,612 212 1,262
Withholding 56 56 111 112
$1,952 $2,102 $4,797 $3,602
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5. Retained Earnings Continuity

The following table shows Retained Earnings for the last five years and the current quarter, and the impact
of the Stapled Unit conversion.

Pursuant to an Indenture dated September 1, 2005, the Company issued 32,205,680 Subordinated Notes
(the “Notes”) with a principal amount of $5.32 for an aggregate carrying amount of $171,334,217. Under
the terms of the Indenture, the Notes are unsecured, bear interest at 14% per annum and mature on
September 1, 2020. As a result of the Stapled Unit conversion, the aggregate issue price of the Notes in the
amount of $171,334,217 is charged against Retained Earnings in fiscal year 2006, resulting in a negative
Retained Earnings balance. On April 26, 2006, a supplemental indenture caused the Stapled Units to be
separated into common shares and subordinated notes as outlined in the audited financial statements for the
fiscal year ended March 31, 2007 included in Taiga’s 2007 annual report.

(in thousands of dollars)

Sep 30, Jun 30, Mar 31, Mar 31, Mar 31, Mar 31, Mar 31,
2007 2007 2007 2006 2005 2004 2003

Retained earnings
(deficit),
beginning $(92,987) $(94,877)(') $(90,695) $88,527 $64,646 $56,967 $50,693
Net earnings 3,828 3,948 4,096 3,602 26,667 10,536 7,829
Prior period
adjustment - - - - - (884)
Common share
dividends 2,058 2,058 8,232 11,490 2,786 1,973 1,554

Retained earnings,
before issuance of

subordinated notes 80,117 78,347 76,503  $80,639  $88,527  $64,646  $56,967
Issuance of

subordinated notes - - - (171,334 - -

Retained earnings

(deficit), ending | $(91,217)  $(92,987) $(94,831) $(90,695)  $88,527  $64,646  $56,967
Note:

(1) Beginning balance is shown after the transitional adjustment for the adoption of new accounting
policies for financial instruments in the amount of $46,283.

6. Segmented Information

Taiga operates primarily in the wholesale building products distribution industry.

During the period April 1, 2007 to September 30, 2007, Taiga had export sales of Cdn. $44,372,113 (prior
year Cdn. $45,915,085) primarily to the United States.
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7. Commitments and Contingencies

The Canada Revenue Agency and other provincial authorities have been reviewing the 2002, 2003, 2004
and 2005 taxation years of Taiga in connection with the formation of a financing structure involving Taiga
Building Products Ltd. (formerly Taiga Forest Products Ltd.) , Taiga Building Products General Partnership
(formerly Taiga Forest Products General Partnership) and a related financing subsidiary. Canada Revenue
Agency and other provincial authorities have questioned the provincial income taxes payable as a result of
the financing structure, as well as, the federal tax abatement deducted by the related financing subsidiary.

For the 2004 taxation year, Taiga Building Products Ltd. requested Canada Revenue Agency carry back
non-capital losses realized in the year to apply against income realized in prior taxation years. Taiga expects
related refunds of income tax and interest in the aggregate amount of approximately $2.7 million. Canada
Revenue Agency has not reassessed the prior taxation years and issued the refunds pending its review of the
financing structure.

Ontario Tax Assessment

On May 16, 2007, Taiga announced that it has received a Notice of Reassessment of approximately $8.8
million of income taxes and interest payable to the Ontario Ministry of Finance, for the 2002, 2003, 2004
and 2005 taxation years in connection with the financing structure. Taiga disagrees with the province of
Ontario’s reassessments and intends to pursue all available administrative and judicial appeals. While the
matter is under appeal, Taiga is required to remit the amount of income taxes and interest reassessed. The
income taxes and interest remitted will be returned to Taiga to the extent the reassessments are successfully

appealed.

The Canada Revenue Agency is also auditing Taiga and its affiliate with respect to these matters and has
issued proposal letters regarding the tax payable. It is not certain at this time what reassessments the Canada
Revenue Agency will finally issue and as such, the amount of potential liability, if any, cannot be determined
at this time.

Law Suit against Former Auditor and Tax Advisor

In connection with the financing structure, on June 21, 2007, the Company filed a claim in the Supreme
Court of British Columbia, against its former auditor and tax consultant for damages for breach of contract,
professional negligence, and breach of fiduciary duty arising out of the sale and implementation of a
financing plan.

8. Subsequent Event

On October 23, 2007, Taiga terminated its contract with its Enterprise Resource Planning (ERP) Project
provider Laurier CIM Group Inc. for failing to meet contractual obligations. Taiga has requested the return
of approximately $2.2 million of fees paid to date and is Currently assessing the valuation of related costs
included in Property, Plant and Equipment.
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