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Forward-Looking Statements:

This discussion and analysis contains certain forward-looking information and statements relating, but not
limited, to future events or performance and strategies and expectations of Taiga. Forward-looking information
typically contains statements with words such as "consider", "anticipate", "believe", "expect", "plan",
"intend", "likely", "may", "will", "should", "predict", "potential", "continue" or similar words suggesting
future outcomes or Statements regarding expectations, be]igfs, p]ans, objectives, assumptjuns, intentions or
statements about future events or performance. Readers should be aware that these statements are subject to
known and unknown risks, uncertainties and other factors that could cause actual results to differ materially

from those suggested by the forward—looking statements.

These forward-looking statements reflect management's current expectations or beliefs and are based on
information currently available to Taiga and although Taiga believes it has a reasonable basis for making the
forward-looking statements included in this document, readers are cautioned not to place undue reliance on
such forward-looking information. By its nature, the forward-looking information of Taiga involves numerous
assumptions and inherent risks and uncertainties, both general and specific, that contribute to the possibility
that the predictions, forecasts and other forward-looking statements will not occur. These factors include, but
are not limited to, changes in business strategies; the effects of litigation, competition and pricing pressures;
changes in operational costs; changes in laws and regulations, including tax, environmental, employment,
competition, anti-terrorism and trade laws; and Taiga's anticipation of and success in managing the risks
associated with the foregoing. A further description of these additional factors can be found in the periodic and
other reports filed by Taiga with Canadian securities regulators and available on the System for Electronic
Document Analysis and Retrieval (SEDAR) at www.sedar.com. These forward-looking statements speak only as
of the date of this discussion and analysis. Taiga does not undertake, and specifically disclaims, any obligation
to update or revise any forward looking information, whether as a result of new information, future

developments or otherwise, except as required by applicable law.

Non-GAAP Financial Measure:

In this discussion, reference is made to EBITDA, which represents earnings before interest, taxes, depreciation
and amortization. As there is no generally accepted method of calculating EBITDA, the measure as calculated
by Taiga might not be comparable to similarly titled measures reported by other issuers. EBITDA is presented as
management believes it is a useful indicator of a company's ability to meet debt service and capital expenditure
requirements and because management interprets trends in EBITDA as an indicator of relative operating
performance. EBITDA should not be considered by an investor as an alternative to net income or cash flows as

determined in accordance with Canadian GAAP.

TAIGA BUILDING PRODUCTS LTD.
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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. Factors
that affect Taiga's year-over-year profitability include sales levels, price fluctuations and product
mix.

Taiga's primary market is Canada, which has experienced slowing demand for new home
construction products. Both builders and consumers continue to be cautious when considering real
estate investing while “Home Renovation Tax Credit” program in Canada has contributed
positively. Taiga expects the Canadian housing market in 2009 and 2010 to remain relatively soft
compared to previous years.

Taiga's secondary market, the United States, continues to suffer from a severely depressed new
home construction market, high inventories of homes available for sale, and tight credit conditions
associated with the sub-prime mortgage crisis. The Company expects the United States housing
market to remain depressed for the foreseeable future.

During September 2009, the Company consolidated its warchouse operations in the Greater
Toronto Area by closing a warehouse in Brampton and migrating its operation into a warchouse in
Milton. As at September 30, 2009, the Company has substantially completed the migration and
took a non-cash charge of $1.1 million for the fair value of the estimated portion of the remaining
Brampton warehouse lease obligation that the Company will not be able to recoup via a sublease, in
accordance with EIC 135, Accounting for Costs Associated with Exit and Disposal Activities. This
one-time charge is included in distribution expense.

2. Results of Operations
Sales

Sales for the quarter ended September 30, 2009 were $260.4 million compared to $314.0 million
over the same period last year. The decrease was primarily due to the continuing trend of lower
residential housing starts across North America. Lower housing starts translated into poorer sales
volume as retailers and pro-builders reduced their inventory positions. Demand for products that
are closely linked with new home constructions such as commodity lumber, structural panels and
insulation declined substantially while renovation products such as decking performed relatively
better.

Sales activity in Western Canada was weaker compared to the same period last year while Taiga
continued to see improved sales from the trading operation in Oakville, Ontario and the
distribution centres in Quebec and Newfoundland.

TAIGA BUILDING PRODUCTS LTD.
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The Company's sales of dimension lumbers and panels, as a percentage of total sales, decreased
slightly to 53.4% for the quarter compared to 54.4% for the same period last year. Sales of allied
and treated wood products, as a percentage of total sales, increased slightly to 46.6% for the
quarter compared to 45.6% for the same period last year.

Sales for the six months ended September 30, 2009 were $507.3 million compared to $613.4
million over the same period last year. The decrease was primarily due to lower residential housing

starts.

Sales of dimension lumbers and panels, as a percentage of total sales, decreased slightly to 51.0%
for the six months compared to 52.6% for the same period last year. Sales of allied and treated
wood products, as a percentage of total sales, increased to 49.0% for the six months compared to

47.4% for the same period last year.
Gross Margin

Gross margin for the quarter ended September 30, 2009 declined to $28.2 million from $32.4
million over the same period last year. Gross margin for the six months ended September 30, 2009
declined to $55.5 million from $64.2 million over the same period last year. The decrease was a
result of lower sales volume.

Gross margin percentage for the quarter increased to 10.8% compared to 10.3% for the same
period last year. Gross margin percentage for the six months increased to 10.9% compared to
10.5% for the same period last year. The increase was primarily due to commodity product trading
gains and reduced purchasing costs by a stronger Canadian dollar.

Expenses

Distribution expense for the quarter ended September 30, 2009 increased to $5.8 million from
$5.2 million for the same period last year. Distribution expense for the six months ended
September 30, 2009 increased to $10.0 million from $9.2 million for the same period last year.
The increase was primarily a result of recognizing a non-cash charge of $1.1 million for the fair
value of the remaining lease obligation of the warehouse in Brampton.

Selling and administration expense for the quarter was $12.8 million, a decrease of $2.1 million, or
14.1% compared to $14.9 million for the same period last year. Selling and administration expense
for the six months was $21.5 million, a decrease of $8.9 million, or 29.3% compared to $30.4
million for the same period last year. The decrease was due to downsizing and various cost
reduction programs in place. In addition, the Company recognized foreign exchange gains of $0.1
million and $2.7 million for the three months and the six months ended September, 2009,
respectively, as a result of a robust Canadian dollar versus the US dollar.

Earnings from Operations

Earnings from operations for the quarter were $8.6 million compared to $10.6 million for the
same period last year due to lower sales.

TAIGA BUILDING PRODUCTS LTD.
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Earnings from operations for the six months ended September 30, 2009 increased to $21.8 million
from $20.8 million for the same period last year due to decrease in selling and administration
expense including the impact of foreign exchange gains.

Other Non—Operating Expense (Income)

Other non-operating income for the quarter decreased to $0.2 million from $0.7 million expense
over the same period last year. Other non-operating income for the six months was $0.4 million
compared to $0.5 million expense over the same period last year.

Interest and Subordinated Debt Interest Expense

Interest expense for the quarter was $1.0 million compared to $1.7 million for the same period last
year. Interest expense for the six months was $2.1 million compared to $3.8 million for the same
period last year. The decrease was due to lower average interest rates and reduced average

borrowings based on lower inventory levels.

Subordinated debt interest expense was $4.2 million for the quarter compared to $3.9 million for
the same period last year. For the six months, subordinated debt interest expense was $8.2 million
compared to $7.9 million for the same period last year. The increase was due to the accrual of
interest on deferred interest payable.

Net Earnings

Net earnings for the quarter increased to $3.4 million, from $3.2 million for the same period last
year. Net earnings for the six months increased to $10.0 million, from $7.3 million for the same
period last year.

EBITDA

EBITDA for the quarter decreased to $10.6 million from $13.3 million for the same period last
year. For the six months, EBITDA was $26.0 million compared to $26.6 million in the same
period of 2008. The following is the reconciliation of net earnings to EBITDA:

Three months Six months ended

ended

September 30, September 30,

2009 2008 2009 2008
(in thousands of dollars) S S S $
Net earnings 3,362 3,150 9,955 7,306
Income taxes 1,333 2,774 4,104 5,152
Interest 5,161 6,529 10,231 12,506
Amortization 787 844 1,673 1,638
EBITDA 10,643 13,297 25,963 26,602

TAIGA BUILDING PRODUCTS LTD.
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Note:

(1) Due to year-end adjustments, EBITDA for the three months and six months ended
September 30, 2008 were understated by $911,000 and 954,000 from the previously
reported amount of $12,386,000 and 25,648,000, respectively.

3. chmcntcd Revenue

Taiga operates within one business segment and has two reportable geographic segments as

follows:
Three months ended Six months ended
September 30, September 30,
2009 2008 2009 2008

Sales Sales Sales Sales
(in thousands of dollars) $ % $ % $ % $ %
Canada 247,846 95.2 297,521 94.7 482,675 95.1 580,099 94.6
United States 12,544 4.8 16,515 5.3 24,626 4.9 33,272 5.4

During the quarter, Taiga's Canadian operations had export sales of $28.0 million compared to
$32.5 million in the same quarter last year. For the six month period ending September 30, 2009
Canadian operations had export sales of $53.8 million compared to $61.6 million in the same
period last year. These export sales were primarily to the United States and are included as part of
the Canadian segment in the table above.

4. Summary of Quarterly Results

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

Sep- Jun- Mar- Dec- Sep- Jun- Mar- Dec-
2009 2009 2009 2008 2008 2008 2008 2007
$ $ $ $ $ $ $ $
Sales 260,390 246,911 178,751 213,803 314,035 299,336 211,198 235,133
Net earnings
(loss) 3,362 6,593  (4,494) (2,620) 3,150 4,156  (3,649) (1,897)
Earnings (loss)
per share 0.10 0.20 (0.14) (0.08) 0.10 0.13 (0.11) (0.06)

Note:

(1) The amounts are identical on a basic and fully-diluted per share basis. Earnings (loss) per
share is calculated using the weighted-average number of shares.

TAIGA BUILDING PRODUCTS LTD.
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Seasonality

Taiga’s sales are subject to seasonal variances that fluctuate in accordance with the normal home
building season. Taiga 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. Liquidity and Capital Resources
Revolving Credit Facility

The Company entered into a revolving credit facility agreement (the “GE Credit Facility) with
General Electric (“GE”) Canada Finance Holding Company in Canada and certain other parties
dated September 1, 2005, as amended. Under the GE Credit Facility, the Company can obtain a
maximum revolving loan commitment of $200 million from February through September and
$160 million from October through January of each year. The credit arrangement also has an
accordion feature to permanently increase the maximum limit by an additional $50 million. As at
September 30, 2009, Taiga had drawn $52.8 million on the GE Credit Facility. Taiga's primary
sources of financing are cash provided by operations and the GE Credit Facility. Taiga's ability to
borrow under the GE Credit Facility is constrained by a borrowing base connected to a marginable
percentage of accounts receivable and inventories. The GE Credit Facility expires on September 1,
2010.

Taiga expects to meet its future cash requirements through a combination of cash generated from
operations, the GE Credit Facility, cash savings from various cost reduction initiatives including
inventory reduction plans and as a result of the deferral of interest on the Subordinated Notes.

Interest Deferral

On April 9, 2009, the Company elected, in accordance with the terms of a notes indenture dated
September 1, 2005 (the “Notes Indenture”), to defer the interest payments on the subordinated
notes, commencing on April 15, 2009 with respect to interest accruing to March 2009. All unpaid
interest will accrue a further 14% interest on the interest charge. Under the terms of the Notes
Indenture, the Company has the option to defer interest until September 1, 2010 provided that it
remains below the required debt service coverage ratio. The Company’s deferred interest payable
on the subordinated notes is due on September 1, 2010. The amount of deferred interest payable
representing the interests earned from the month of March to September 2009 was $9.5 million as
at September 30, 2009.

Working Capital

Working capital increased by $9.2 million to $36.4 million as at September 30, 2009 compared to
$27.2 million as at March 31, 2009. The increase was attributed to higher levels of accounts
receivable due to seasonal increase in sales offset by lower inventories due to management efforts
to optimize stock levels.

TAIGA BUILDING PRODUCTS LTD.
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Summary of Financial Position

Sep-2009  Mar-2009 Sep-2008 Mar-2008

(in thousands of dollars, except for ratios) S S $ S
Current Assets 176,099 220,873 241,955 258,057
Current Liabilities (excluding Revolving

Credit Facility) 86,894 82,802 94,435 83,271
Revolving Credit Facility 52,808 110,845 114,950 146,690
Working Capital 36,397 27,226 32,570 28,096
Long Term Liabilities (excluding

Subordinated Notes) 29,255 29,706 29,278 29,621
Subordinated Notes 128,834 128,834 128,834 128,834
Total Assets 215,908 262,843 282,354 298,314
Shareholders' Equity (81,883) (89,344) (85,143) (90,101)
Ratios
Current Ratio 1.26 1.14 1.16 1.12
Debt-to-Sharcholders' Equity Ratio " 2.03 2.92 2.83 3.39
Note:

(1) Impact of Stapled Unit conversion.

Pursuant to a Notes Indenture dated September 1, 2005 (the "Indenture"), the
Company issued 32,205,680 subordinated notes (the "Notes") with a principal amount
of $5.32 per note 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 at a rate of 14% per annum is payable
monthly in arrears, and calculated as an annual interest sum divided by twelve, on the
15th day following the end of each month commencing October 17, 2005. The
aggregate principal amount of the Notes that may be issued under the Indenture is
unlimited. As a result of the Stapled Unit conversion, the aggregate issue price of the
Notes in the amount of $171,334,217 was charged against Retained Earnings in fiscal
year 2006, resulting in a deficit.

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 Shareholders' Equity, $171,334,217 has been added
back to Retained Earnings.

Debt is defined as Revolving Credit Facility and Subordinated Notes.

TAIGA BUILDING PRODUCTS LTD.
MANAGEMENT DISCUSSION AND ANALYSIS
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Assets

Total assets were $215.9 million as at September 30, 2009 compared to $262.8 million as at
March 31, 2009. The decrease of $46.9 million was largely due to reduced amount of inventories.

Inventories decreased by $44.4 million to $77.7 million as at September 30, 2009, compared to
$122.1 million as at March 31, 2009 due to seasonal drawdown of products.

Accounts receivable increased by $0.2 million to $96.5 million as at September 30, 2009,
compared to $96.3 million as at March 31, 2009 due to seasonal increase in sales.

Liabilities

Total liabilities decreased to $297.8 million as at September 30, 2009 from $352.2 million as at
March 31, 2009. The decrease of $54.4 million was mainly the result of decreased revolving credit
facility offset by increases in income taxes payable and accrued lease obligation.

Revolving credit facility decreased by $58.0 million to $52.8 million as at September 30, 2009
compared to $110.8 million as at March 31, 2009. The decrease was primarily the result of a lower

inventory level.

Accounts payable and accrued liabilities decreased by $0.3 million to $75.0 million as at September
30, 2009, compared to $75.3 million as at March 31, 2009.

Income taxes payable increased by $4.4 million to $6.8 million at September 30, 2009 due to

earnings from operations.
Outstanding Share Data

The Company has only one class of shares outstanding, its common shares without par value. On
November 13, 2009, there were 32,414,278 common shares outstanding.

Dividend Policy

The Company intends to pay dividends on its common shares equal to 25% of the prior fiscal year’s
net earnings. These dividend payments will occur bi-annually on each July 15 (or first business day
thereafter) and each January 15 (or the first business day thereafter) and are to be paid to the
shareholders of record on June 30th and December 31st (or first business days thereafter). The
payment of any dividends by the Company is subject to the discretion of its board of directors and
subject to its determination of the Company's capital and operational requirements, adequacy of
reserves and compliance with contractual and legal requirements. No dividends have been declared
during the current fiscal year.

TAIGA BUILDING PRODUCTS LTD.
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(2)

(b)

©

7.

Commitments and Contingencies

Law Suit against Former Tax Advisor and Auditor

In connection with the Canada Revenue Agency challenge of the Company’s 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, Deloitte & Touche LLP
(“Deloitte”), for damages for breach of contract, professional negligence, and breach of
fiduciary duty arising out of the sale and implementation of a financing plan. On August
15, 2008, Deloitte filed a counter claim in the amount of $776,094 for unpaid contingency
fees resulting from the sale of the above described financing plan. Taiga believes that
Deloitte's claim is without merit but the outcome of the case is not determinable at this

time.

Arbitration with Former ERP Project Provider

On October 23, 2007, Taiga terminated its contract with its ERP project provider,
Laurier CIM Group Inc. (“Laurier”) for failing to meet contractual obligations. In
November 2007, Taiga wrote off project costs totalling $2.1 million. On May 16, 2008,
Laurier filed a counter-claim but Taiga believes Laurier's case is without merit. Taiga is
arbitrating the case and the final outcome is not yet determinable.

Executive Transition Agreements

During December 2008, the Company entered into transition agreements with three of its
executives. These agreements include consulting contracts with terms of three years each
with commencement dates ranging from April 2009 to April 2012. The annual
compensation for each contract, including both the fixed and variable portions, will range
from a minimum of $111,000 to a maximum of $731,000. The Company is recording
liabilities associated with the fixed component of the contracts over the service terms. The
fair value of liabilities accrued as at September 30, 2009 were $536,807. The fair value
was determined by discounting the estimated future cash flows using the Company’s credit
adjusted risk free rate.

Financial Instruments

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. The following interest rate swap agreement

was outstanding as at September 30, 2009:

Notional Fixed Interest
Counterparty Maturity Date Amount Rate
JP Morgan Chase Bank, N.A. August 31, 2010 $10,000,000 4.87%

TAIGA BUILDING PRODUCTS LTD.
MANAGEMENT DISCUSSION AND ANALYSIS
SECOND QUARTER REPORT FOR THE THREE AND SIX MONTHS ENDED SEPTEMBER 30, 2009
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For the three months and six months ended September 30, 2009, a gain of $0.2 million (2008 -
$0.1 million loss) and $0.4 million (2008 - $0.1 million), respectively, were included in selling and
administration expenses as a result of fair market value adjustments.

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.
Taiga selectively enters into Chicago Mercantile Exchange Random Length lumber futures
contracts to manage price changes. Each of Chicago Mercantile Exchange Random Length lumber
futures contract calls for mill delivery of 110,000 board feet (plus or minus 5000 board feet) of
random length 8-foot to 20-foot nominal 2-inch x 4-inch pieces. The contracts can be settled in

cash or by delivery of a commodity. The following contracts were outstanding at September 30,
2009:

Average
No. of Exercise Price Spot Price
contracts Maturity Date (USs$) (USS$)
44 November 2009, January & March 2010 222 182

Fair values of these lumber future contracts and associated gains and losses are immaterial relative
to the Company's consolidated inventory position.

For a detailed description of financial instruments and their associated risks, see Note 16 to the
Company's Consolidated Financial Statements for the year ended March 31, 2009.

8. Adoption of New Accounting Policies

On April 1, 2009, the Company adopted the Canadian Institute of Chartered Accountants
(“CICA”) Handbook Section 3064, Goodwill and Intangible Assets (“Section 3064”). Section 3064,
which replaces Section 3062, Goodwill and Other Intangible Assets, and Section 3450, Research
and Development Costs, establishes standards for the recognition, measurement and disclosure of
goodwill and intangible assets. The adoption of this section had no material impact on the
Company’s financial statements.

9. Future Changes in Accounting Standards

On February 13, 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed the use of
International Financial Reporting Standards (“IFRS”) to commence in 2011 for publicly accountable
profit-oriented enterprises. IFRS will replace Canadian GAAP and the official changeover date is
for interim and annual financial statements relating to fiscal years beginning on or after January 1,
2011. Restatements, for comparative purposes, of amounts reported for the year end March 31,
2011 will be required on the Company’s transition date of April 1, 2011. The Company is
currently in the process of identifying the differences between Canadian GAAP and IFRS and
identifying how these differences may effect the reporting of the Company’s financial results.

TAIGA BUILDING PRODUCTS LTD.
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10. Off-Balance Sheet Arrangements

Taiga does not have off-balance sheet arrangements except for commitments under operating
leases.

11. Disclosure Controls & Procedures and Internal Controls over Financial
Reporting

There were no changes in the Company's internal controls over financial reporting that occurred
during the quarter ended September 30, 2009 that have materially affected, or are reasonably likely
to materially affect, the Company's internal controls over financial reporting.

12. Outlook

Taiga's financial performance is primarily dependent on the 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. The
housing and credit crisis in the United States and any resulting economic slow-down in Canada may
have an adverse impact on the Company's performance in the future.

In Canada, the Canada Mortgage and Housing Corporation (“CMHC”) reported that housing starts
for the calendar year 2009 will come in at 141,900 units, a decline of approximately 32.8% from
211,056 units in year 2008. Indicators suggest that the housing starts will improve slightly to
150,300 units and 162,650 units in 2010 and 2011, respectively.

In the United States, the National Association of Home Builders (“NAHB”) reported on October
23, 2009, that total housing starts are projected to decline by 37.3% to 564,000 units in 2009 from
900,000 units in 2008. NAHB predicts that housing starts will increase to 716,000 units in 2010.

The Canadian Federal Budget, tabled January 27, 2009, introduced several incentives to promote
home building and renovation activities. On purchases, the maximum deduction from RRSPs
under the Home Buyer's Plan has been increased and a new first time home buyer's tax credit has
been introduced. In addition, a personal tax credit is being offered on home renovation spending
until early 2010.

BY ORDER OF THE BOARD OF DIRECTORS

Kooi Ong Tong
Chairman of the Board
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NOTICE TO SHAREHOLDERS

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), 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.

The accompanying unaudited interim consolidated financial statements of Taiga Building Products Ltd. (the
"Company") have been prepared by and are the responsibility of the Company's management.

The Company's independent auditor has not performed a review of these financial statements in accordance
with the standards established by the Canadian Institute of Chartered Accountants for a review of interim
financial statements by an entity's auditor.

TAIGA BUILDING PRODUCTS LTD.
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
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TAIGA BUILDING PRODUCTS LTD.
CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
September 30, March 31,
(in thousands of dollars) 2009 2009
Assets
Current:
Accounts receivable $ 96,450 § 96,342
Income taxes recoverable - 384
Inventories (Note 3) 77,745 122,143
Prepaid expenses 1,904 2,004
176,099 220,873
Property, plant and equipment 36,062 38,448
Future income taxes 3,747 3,522
$ 215,908 § 262,843
Liabilities and Shareholders’ Equity
Current:
Revolving credit facility (Note 4) $ 52,808 § 110,845
Accounts payable and accrued liabilities 75,023 75,324
Income taxes payable 6,813 2,430
Future income taxes 4,365 4,354
Current portion of long-term debt 75 88
Current portion of obligations under capital leases 618 606
139,702 193,647
Long-term debt 2,416 2,889
Financial instrument liabilities (Note 9) 392 793
Accrued lease obligation (Note 13) 1,077 -
Obligations under capital leases 11,215 11,393
Deferred gain 14,155 14,631
Subordinated notes (Note 6) 128,834 128,834
297,791 352,187
Shareholders’ Equity:
Share capital (Note 7) 13,229 13,229
Accumulated other comprehensive loss (2,497) 3)
10,732 13,226
Deficit (Note 7) (92,615) (102,570)
(81,883) (89,344)
$ 215,908 262,843

Commitments and Contingencies (Note 8)

See accompanying notes to the unaudited interim consolidated financial statements
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TAIGA BUILDING PRODUCTS LTD.
CONSOLIDATED STATEMENTS OF EARNINGS AND DEFICIT

(UNAUDITED)
Three months ended Six Months Ended
September 30, September 30,
(in thousands of dollars, except per share amounts) 2009 2008 2009 2008
Sales $ 260,390 $ 314,035 § 507,301 $ 613,371
Cost of sales 232,162 281,650 451,851 549,203
Gross margin 28,228 32,385 55,450 64,168
Expenses:
Distribution (Note 13) 5,774 5,191 10,038 9,187
Selling and administration 12,822 14,886 21,529 30,414
Interest
Current 742 1,466 1,514 3,232
Long-term 267 267 538 533
19,605 21,810 33,619 43,366
Earnings from operations 8,623 10,575 21,831 20,802
Subordinated debt interest expense 4,152 3,946 8,179 7,891
Other non-operating expense (income) (224) 705 (407) 453
Earnings before income taxes 4,695 5,924 14,059 12,458
Provision for income taxes (Note 5) 1,333 2,774 4,104 5,152
Net earnings 3,362 3,150 9,955 7,306
Deficit, beginning (95,977) (97,157) (102,570) (99,864)
Net earnings 3,362 3,150 9,955 7,306
Common share dividends - 1,449 - 2,898
Deficit, ending $ (92,615) s (95,456) (92,615) s (95,456)
Basic and diluted net earnings per common share $ 0.10 § 0.10 § 0.31 § 0.23
Weighted average number of common shares outstanding 32,414 32,206 32,414 32,206

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

(HNAHDITED)

Three months ended
September 30,

Six months ended
September 30,

(in thousands of dollars) 2009 2008 2009 2008
Cash provided by (used in):
Operating:
Net earnings 3,362 § 3,150 § 9,955 § 7,306
Adjustments for non-cash items
Amortization 734 783 1,544 1,534
Future income taxes 574 9) (214) (4,098)
Mark-to-market adjustment on financial instruments (156) 3 (401) (178)
Loss on asset disposal 3) 111 3) 116
Accrued lease obligation 1,077 - 1,077 -
Amortization of deferred gain (238) (257) (476) (515)
5,350 3,781 11,482 4,165
Changes in non-cash working capital (Note 10) 39,770 19,284 47,540 31,954
Cash flows from operating activities 45,120 23,065 59,022 36,119
Investing:
Purchase of property, plant and equipment (391) (670) (606) (1,228)
Proceeds from disposition of property, plant and equipment 4 7 4 14
Cash flows used in investing activities (387) (663) (602) (1,214)
Financing:
Repayment of long-term debt (19) 17) (39) (33)
Repayment of obligations under capital leases (172) (126) B4 (234)
Dividends paid - (1,449) - (2,898)
Cash flows used in financing activities (191) (1,592) (383) (3,165)
Net decrease in Revolving Credit Facility 44,542 20,810 58,037 31,740
Revolving Credit Facility, beginning (97,350) (135,760) (110,845) (146,690)
Revolving Credit Facility, ending (52,808) s (114,950) s (52,808) $ (114,950)
Supplemental Disclosure of Cash Flow Information:
Interest Paid 608 § 6,960 $§ 1,339 § 12,468
Income Taxes Paid 38§ 5,799 § 41 5,880

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

AND ACCUMULATED OTHER COMPREHENSIVE INCOME (Loss)

(UNAUDITED)
Three months ended Six months ended
September 30, September 30,

(in thousands of dollars) 2009 2008 2009 2008
Net earnings $ 3,362 8 3,150 § 9,955 § 7,306
Other comprehensive income (loss):

Unrealized gains (losses) on translation of

self-sustaining foreign operations (1,195) 656 (2,494) 551
Comprehensive income $ 2,167 § 3,806 § 7,461 § 7,857
Accumulated other comprehensive loss, beginning $ (1,302) $ (3,571) 8 3) s (3,466)
Other comprehensive income (loss):

Unrealized gain (loss) on translation of

self-sustaining foreign operations (1,195) 656 (2,494) 551
Accumulated other comprehensive loss, ending $ (2,497) 8 (2,915) 8 (2,497) 8 (2,915)

See accompanying notes to the unaudited interim consolidated financial statements
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(b)

Significant Accounting Policies

Basis of Presentation

The accompanying unaudited interim financial statements of Taiga Building Products Ltd.
(the “Company”) do not include all disclosures required by Canadian generally accepted
accounting principles for annual financial statements and accordingly, should be read in
conjunction with the Company’s audited consolidated financial statements and notes as at
March 31, 2009 and for the year then ended. These unaudited interim financial statements
follow the same accounting policies and methods used in the Company’s audited
consolidated financial statements as at March 31, 2009 and for the year then ended except
as disclosed in Note 2.

Comparative Figures
! &

The 2008 comparative figures have been reclassified, where applicable, in order to
conform with the presentation used in the current year.

The Company’s sales and cost of sales for the quarter ended September 30, 2008 were
understated by $21,786,000 due to a misclassification of certain customer rebates. For the
six months ended September 30, 2008, sales and cost of sales were understated by
$36,677,000. In addition, cost of sales and distribution expenses for the quarter ended
September 30, 2008 were under and overstated, respectively, by $2,722,000 due to
misclassification of certain manufacturing and processing overheads. For the six months
ended September 30, 2008, cost of sales and distribution expenses were under and
overstated, respectively, by $5,322,000. Adjustments have been made to the September
30, 2008 financial statements to correct these misclassifications. The correction of these
misclassifications affected only the presentation in the statement of earnings and deficit and
had no impact on Taiga’s net earnings.

Three months ended September 30, 2008:

2008 2008

Previously Increase Increase Reclassified

reported (Decrease) (Decrease) amounts

(in thousands of dollars) $ $ $ $
Sales 292,249 21,786 - 314,035
Cost of sales 257,142 21,786 2,722 281,650
Gross margin 35,107 - (2,722) 32,385
Distribution expenses 7,913 - (2,722) 5,191
Net earnings 3,150 - - 3,150

TAIGA BUILDING PRODUCTS LTD.
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
SECOND QUARTER REPORT FOR THE THREE AND SIX MONTHS ENDED SEPTEMBER 30, 2009
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Six months ended September 30, 2008:

2008 2008

Previously Increase Increase Reclassified

reported (Decrease) (Decrease) amounts

(in thousands of dollars) $ $ $ $
Sales 576,694 36,677 - 613,371
Cost of sales 507,204 36,677 5,322 549,203
Gross margin 69,490 - (5,322) 64,168
Distribution expenses 14,509 - (5,322) 9,187
Net earnings 7,306 - - 7,306

Adoption of New Accounting Policies

On April 1, 2009, the Company adopted the Canadian Institute of Chartered Accountants
(“CICA”) Handbook Section 3064, Goodwill and Intangible Assets (“Section 3064”).

Section 3064, which replaces Section 3062, Goodwill and Other Intangible Assets, and
Section 3450, Research and Development Costs, establishes standards for the recognition,
measurement and disclosure of goodwill and intangible assets. The adoption of this section

had no material impact on the Company’s financial statements.
Inventories

September March
30, 2009 31, 2009

(in thousands of dollars) $ $

Allied building products 24,919 37,438
Lumber products 40,395 65,455
Panel products 13,108 19,826
Inventory provision (677) (576)
Total 77,745 122,143

Inventory provision charges, which reduce the carrying amount of inventories to their net
realizable value, are included in cost of sales. All of the Company’s inventories are pledged
as security against the revolving credit facility and long-term debt. For the three months
ended September 30, 2009, the Company recorded charges of $0.1 million (2008 - $0.6
million) to reduce inventory to net realizable value. For the six months ended September
30, 2009, inventory provision charges included in cost of sales are $0.1 million (2008 -
$0.6 million).

Revolving Credit Facility

The Company entered into a revolving credit facility agreement (the “GE Credit Facility”)
with General Electric (“GE”) Canada Finance Holding Company in Canada and certain

TAIGA BUILDING PRODUCTS LTD.
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
SECOND QUARTER REPORT FOR THE THREE AND SIX MONTHS ENDED SEPTEMBER 30, 2009
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other parties dated September 1, 2005, as amended. Under the GE Credit Facility, the
Company can obtain a maximum revolving loan commitment of $200 million from
February through September and $160 million from October through January of each
year. The credit arrangement also has an accordion feature to permanently increase the
maximum limit by an additional $50 million. Taiga's ability to borrow under the GE
Credit Facility is constrained by a borrowing base connected to a marginable percentage of
accounts receivable and inventories. Interest is charged at floating rates based on the
Canadian prime rate or US prime rate. The facility expires on September 1, 2010. Taiga
has granted security over certain of its assets, including accounts receivable, inventories,
letters of credit, deposit accounts, chattel paper and those contractual rights, books of
account, instruments and securities relating to accounts receivable and inventories, to GE.
The terms, conditions, and covenants of the GE Credit Facility have been met during the
quarter ended September 30, 2009.

Income Taxes

Three months

Six months

ended ended
September 30, September 30,
2009 2008 2009 2008
(in thousands of dollars) $ $ $ $
Current 759 666 4,317 7,186
Future 574 2,108 (213)  (2,034)
Total 1,333 2,774 £104 5152

Subordinated Notes

Under the terms of a notes indenture dated September 1, 2005 (the “Indenture”), the
Company’s subordinated notes (the “Notes”) are unsecured, bear interest at 14% per
annum and mature on September 1, 2020. Interest on the Notes at a rate of 14% per
annum is payable monthly in arrears, and calculated as an annual interest sum divided by
twelve, on the 15th day following the end of each month commencing October 17, 2005.
The aggregate principal amount of the Notes that may be issued under the Indenture is
unlimited. The terms, conditions, and covenants of the Indenture have been met during
the six months ended September 30, 2009.

On April 9, 2009, the Company elected, in accordance with the terms of a notes indenture
dated September 1, 2005 (the “Notes Indenture”), to defer the interest payments on the
subordinated notes, commencing on April 15, 2009 with respect to interest accruing to
March 2009. All unpaid interest will accrue a further 14% interest on the interest charge.
Under the terms of the Notes Indenture, the Company has the option to defer interest
until September 1, 2010 provided that it remains below the required debt service coverage
ratio. The Company’s deferred interest payable on the subordinated notes is due on
September 1, 2010. The amount of deferred interest payable representing the interests
earned from the month of March to September 2009 was $9,493,898 at September 30,
2009.

TAIGA BUILDING PRODUCTS LTD.
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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(@)

(b)

(©)

Shareholders’ Equity

Share Capital

Number of Amount

(in thousands of dollars, except number of shares) Shares S

Balance, March 31, 2009 32,205,680 13,229
Rights offering 208,598 -

Balance, September 30, 2009 32,414,278 13,229

In April 2009, 208,598 shares were issued as a result of a rights offering and proceeds of
$29,204 were offset by the related share issuance costs.

Stock Options and Warrants

Taiga does not have stock options outstanding and has not granted or cancelled options or
warrants during the current or prior period.

Retained Earnings (Deficit) Continuity

The following table shows Retained Earnings (Deficit) for the three months ended
September 30, 2009 and the prior four years with the impact of the Stapled Unit

conversion.

Pursuant to the Indenture, the Company issued 32,205,680 Subordinated Notes with a
principal amount of $5.32 per note for an aggregate carrying amount of $171,334,217. As
a result of the Stapled Unit conversion, the aggregate issue price of the Notes in the
amount of $171,334,217 was charged against Retained Earnings in fiscal year 2006,
resulting in a deficit. On April 26, 2006, a supplemental indenture caused the Stapled
Units to be separated into common shares and Subordinated Notes.

September 30, March 31,
2009 2009 2008(1) 2007 2006

(in thousands of dollars) S S S $ S
Retained earnings
(deficit), beginning (95,977) (99,864) (94,877) (90,695) 88,527
Net earnings 3,362 192 2,230 4,096 3,602
Common share dividends - 2,898 7,217 8,232 11,490
Issuance of Subordinated
Notes - - - - (171,334)
(Deficit), ending (92,615) (102,570) (99,864) (94,831)  (90,695)

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.

TAIGA BUILDING PRODUCTS LTD.
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(b)

(©)

Commitments and Contingcncics

Law Suit Against Former Tax Advisor and Auditor

In connection with the Canada Revenue Agency challenge of the Company’s 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, Deloitte & Touche LLP
(“Deloitte”), for damages for breach of contract, professional negligence, and breach of
fiduciary duty arising out of the sale and implementation of a financing plan. On August
15, 2008, Deloitte filed a counter claim in the amount of $776,094 for unpaid contingency
fees resulting from the sale of the above described financing plan. Taiga believes that
Deloitte's claim is without merit but the outcome of the case is not determinable at this

time.

Arbitration with Former ERP Project Provider

On October 23, 2007, Taiga terminated its contract with its ERP project provider,
Laurier CIM Group Inc. (“Laurier”) for failing to meet contractual obligations. In
November 2007, Taiga wrote off project costs totalling $2.1 million. On May 16, 2008,
Laurier filed a counter-claim but Taiga believes Laurier's case is without merit. Taiga is
arbitrating the case and the final outcome is not yet determinable.

Executive Transition Agreements

During December 2008, the Company entered into transition agreements with three of its
executives. These agreements include consulting contracts with terms of three years each
with commencement dates ranging from April 2009 to April 2012. The annual
compensation for each contract, including both the fixed and variable portions, will range
from a minimum of $111,000 to a maximum of $731,000. The Company is recording
liabilities associated with the fixed component of the contracts over the service terms. The
fair value of liabilities accrued as at September 30, 2009 were $536,807. The fair value
was determined by discounting the estimated future cash flows using the Company’s credit
adjusted risk free rate.

TAIGA BUILDING PRODUCTS LTD.
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Financial Instruments

The following table summarizes the carrying values of the Company’s financial

instruments:
September March
30, 2009 31, 2009
(in thousands of dollars) $ $
Held for trading (392) (793)
Loans and Receivables (96,450) (96,342)
Other financial liabilities (272,066) (329,979)

The carrying values of accounts receivable and accounts payable approximate their fair
values due to the short term to maturity of these instruments. The carrying amount of the
revolving credit facility and long-term debt approximate their fair values as these liabilities
bear interest at variable market rates. The carrying values of the financial instruments held
for trading are equal to their fair values as these instruments are re-measured to their fair
values at each reporting date as follows:

September March
30, 2009 31, 2009

(in thousands of dollars) S $
Interest swaps (391) (786)
Lumber futures (1 (7)
Total (392) (793)
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Changes in Non-Cash Working Capital

Three months Six months
ended ended
September 30, September 30,
2009 2008 2009 2008

(in thousands of dollars) $ $ $ $
(Increase) Decrease in accounts receivable 12,120 (1,308) (108) (16,919)
(Increase) Decrease in income taxes 803 (2,812) 4,767 3,517
recoverable/payable

(Increase) Decrease in inventories 16,522 11,405 44,398 32,753
(Increase) Decrease in prepaid expenses and 1,137 105 100 78
other

Effect of Foreign Exchange on Working (630) 567 (1,316) 642
Capital

Increase (Decrease) in AP & Accrued 9,818 11,327 (301) 11,883
Liabilities

Total 39,770 19,284 47,540 31,954
Seasonality

The Company 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.

Segmented Information

Taiga operates within one business segment and has two reportable geographic segments as

follows:
Three months ended Six months ended
September 30, September 30,
2009 2008 2009 2008
(in thousands Sales Sales Sales Sales
of dollars) $ % $ % $ % $ %
Canada 247,846 95.2 297,520 94.7 482,675 95.1 580,099 94.6

United States 12,544 4.8 16,515 5.3 24,626 4.9 33,272 5.4

During the quarter, Taiga's Canadian operations had export sales of $28.0 million
compared to $32.5 million in the same quarter last year. For the six month period ending
September 30, 2009 Canadian operations had export sales of $53.8 million compared to
$61.6 million in the same period last year. These export sales were primarily to the United
States and are included as part of the Canadian segment in the table above.
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13.

Warehouse Consolidation

During September 2009, the Company consolidated its warehouse operations in the
Greater Toronto Area by closing a warehouse in Brampton and migrating its operations
into its warchouse in Milton. As at September 30, 2009, the Company has substantially
completed the migration. Included in distribution expenses for the three months ended
September 30, 2009, is $1,095,718 relating to this consolidation. This includes the
recognition of a liability of $1,077,288, being the fair value of the estimated portion of the
remaining Brampton warehouse lease obligation that the Company will not be able to
recoup via a sublease. This liability has been recognized in accordance with EIC 135,
Accounting for Costs Associated with Exit and Disposal Activities. The Company also
incurred associated migration costs of $18,430.
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