
 

 

 

 
International Forest Products Limited 

Vancouver, B.C.                July 22, 2010 

 

Interfor Results Improve in Volatile Market  
Credit facilities extended; Capital plan approved including expansion of Adams Lake 

 
INTERNATIONAL FOREST  PRODUCTS LIMITED  (ñInterforò or the ñCompanyò) (TSX: IFP.A) reported a net loss of 
$2.6 million or $0.06 per share in the second quarter of 2010.  The loss for the quarter includes a tax valuation 

allowance of $1.3 million or $0.03 per share, which results fro m the Company no longer recognizing the tax benefit of 
loss carry forwards. 

Excluding the tax valuation allowance and other one-time items the loss for the quarter was $0.6 million or $0.01 per 
share compared to a loss of $2.3 million or $0.05 per share in  the first quarter and a loss of $13.4 million or $0.28 per 

share in the second quarter of 2009.  

EBITDA for the quarter (adjusted to exclude ñother incomeò) was $13.1 million, compared to $9.7 million in the first 
quarter and negative $7.3 million in the s ame quarter last year. 

ñHigher commodity prices in April and early May were quickly offset by lower activity levels and prices in late May and 
Juneò, said Duncan Davies, Interforôs President and CEO. 

SPF 2x4, which peaked at US$320 in the last two weeks of April, dropped as low as US$188 in late June.  For the 

quarter, SPF 2x4 averaged US$264 compared with US$269 in the first quarter.  Hem-Fir studs were up US$19 to 
US$292 although sales volumes fell dramatically in the last six weeks of the quarter as SPF prices dropped faster than 

comparable Hem-Fir products. 

Further impacting the Companyôs results in the second quarter were higher log prices, particularly in the U.S., and 

lower chip prices in the B.C. Interior.  

Lumber production increased 7% quarter-over-quarter to 277 million board feet, representing approximately 69% of 

rated capacity, in spite of a number of curtailments taken at the Companyôs U.S. operations in June as conditions 

deteriorated. 

Log production at the Companyôs Canadian operations was 624,000 m3 in the second quarter compared with 648,000 

m3 in the first quarter.  

Lumber sales, including wholesale volumes, totalled 270 million board feet, an increase of 6 million board feet versus 

the first quarter.  On a volume basis, excluding wholesale p rograms, sales to North American markets accounted for 

78% of shipments in the second quarter versus 74% in the first quarter while Pacific Rim markets including Japan and 
China accounted for 21% compared to 23% in the first quarter.  

In the quarter Interfo r generated $4.4 million in cash from operations after changes in working capital were 
considered.  Capital spending totalled $6.0 million, including $3.7 million on logging roads.  

Net debt closed the quarter at $154.6 million or 30% of invested capital co mpared with $152.0 million and 30% at the 

end of the first quarter.  

Business conditions deteriorated in the second half of the second quarter as the stimulus package directed at U.S. 

housing came to an end.  At this point it is unclear whether the slowdown  in activity is a natural reaction to the end of 
the housing assistance package or a reflection of a broader slowdown in economic activity. 

SPF 2x4, as reported by Random Lengths, is currently trading at US$216 and Hem-Fir studs are at US$225.  Duty 
rates are 10% in July, increasing to 15% in August.  

In the face of this uncertainty, Interfor will continue to balance operating rates against sales activity. As indicated 

above, the Company is currently operating on a reduced basis in the U.S. due to a combination of higher log prices 
and reduced activity levels in Hem-Fir product lines.  In addition, the Grand Forks sawmill was curtailed for the first 
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two weeks of July and the Hammond Cedar sawmill will be curtailed for two weeks at the end of July.  

On the positive side, the Companyôs Castlegar sawmill, which has been curtailed since it was acquired in April 2008, 
resumed operations on a reduced scale on July 5th.  Results have been encouraging so far, with productivity levels and 

costs at or better than pro for ma.  

On July 22, 2010, the Company obtained a financing commitment from its lending syndicate to extend the maturities 

of its existing credit facilities effective August 19, 2010.  The maturity date of the Operating Line of Credit ($65 

million) will be ext ended from February 28, 2011 to July 28, 2012.  The maturity date of the Revolving Term Line 
($200 million) will be extended from February 28, 2012 to July 28, 2013.  All other terms and conditions of the lines 

remain substantially unchanged except for a reduction in pricing.  

Based on the strength of the new credit facility, Interforôs Board of Directors has authorized a capital spending plan 

designed to increase the efficiency and cost structure of a number of its plants.  The program totals $24.4 million  and 
will be undertaken over the next 18 to 24 months.  

Of particular note is a $4.0 million allocation to Adams Lake which builds on the success of the Companyôs recent 

project at that facility.  The new investments at Adams Lake will increase the effectiv e two-shift capacity at that plant 
from 315 million board feet to 350 million board feet.  The Adams Lake sawmill resumed operations in April 2009 

following a $100 million rebuild.  On completion, the effective capacity of the mill was rated at 285 million  board feet.  
The balance of the capital plan includes projects throughout the Companyôs operating platform, the most significant of 

which is at the Beaver sawmill on the Olympic Peninsula which was acquired in September 2008.  

FORWARD-LOOKING STATEMENTS  

This release contains information and statements that are forward -looking in nature, including, but not limited to, 

statements containing the words ñwillò and ñis expectedò and similar expressions.  Such statements involve known and 
unknown risks and uncertainties that may cause Interforôs actual results to be materially different from those 

expressed or implied by those forward-looking statements. Such risks and uncertainties include, among others: 
general economic and business conditions, product selling prices, raw material and operating costs, changes in 

foreign-currency exchange rates, and other factors referenced herein and in Interforôs 2009 Annual Report and 

management information circular available on www.sedar.com. The forward-looking information and statements 
contained in this report are based on Interforôs current expectations and beliefs.  Readers are cautioned not to place 

undue reliance on forward-looking information or statements. Interfor undertakes no obligation to update such 
forward-looking information or statements, except where required by law.  

ABOUT INTERFOR  

Interfor is one of the Pacific Northwestôs largest producers of quality wood products.  The Company has operations in 
British Columbia, Washington and Oregon, including two sawmills in the Coastal region of British Columbia, three in 

the B.C. Interior, two in Washington and two in Oregon.  For more information about Interfor, visit our website a t 
www.interfor.com . 

There will be a conference call on Friday, July 23, 2010 at 8:00 AM (Pacific Time) hosted by INTERNATIONAL 
FOREST PRODUCTS LIMITED  for the purpose of reviewing the Companyôs release of its Second Quarter, 2010 

Financial Results.   

The dial-in number is 1-866 -323 -8540 .  The conference call will also be recorded for those unable to join in for the 
live discussion, and will be available until August 6, 2010.  The number to call is 1-866 -245 -6755 Passco de 
698860 .  
 

For further information:   

John A. Horning 
Senior Vice President, Chief Financial Officer and Corporate Secretary 

(604) 689-6829  

file:///C:/Documents%20and%20Settings/JBegin$/word/BOD/Press%20Releases/www.sedar.com
http://www.interfor.com/
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Second  Quarter Report  

For the three and six months e nded June 30 , 20 10  
 
 

 
 

Managementôs Discussion and Analysis 
 

Dated as of July 22, 20 10   

This Managementôs Discussion and Analysis (ñMD&Aò) provides a review of Interforôs financial performance for the three  and six  
months ended June 30 , 20 10  relative to 20 09, the Companyôs financial condition and future prospects.  The MD&A should be read 
in conjunction with the unaudited interim Consolidated Financial Statements for the three and six months ended June 30 , 20 10  
and 200 9, and  Interforôs Annual Information Form, Consolidated Financial Statements and Annual MD&A for the years ended 
December 31, 200 9 and 200 8 filed on SEDAR at www.sedar.com.  The financial information contained in this MD&A has been 
prepared in accordance with Canadian generally accepted account ing principles (ñGAAPò).  In this MD&A, reference is made to 
EBITDA and Adjusted EBITDA. EBITDA represents earnings before interest, taxes, depletion, amortization, restructuring costs, 
other foreign exchange gains and losses, and write -downs of property, plant, equipment and timber (ñasset write-downsò).  
Adjusted EBITDA represents EBITDA adjusted for other income. The Company discloses EBITDA as it is a measure used by 
analysts and Interforôs management to evaluate the Company's performance.  As EBITDA is a non -GAAP measure, it may not be 
comparable to EBITDA calculated by others.  In addition, as EBITDA is not a substitute for net earnings, readers should consi der 
net earnings in evaluating the Company's performance.  

Unless otherwise noted, all financial references in this MD&A are in Canadian dollars.  

References in this MD&A to ñInterforò and the ñCompanyò mean International Forest Products Limited, together with its 
subsidiaries.  
 

Forward -Looking Statements   

This report contains forward-looking statements.  Forward-looking statements are statements that address or discuss 

activities, events or developments that the Company expects or anticipates may occur in the future.  Forward -looking 
statements are included in the description of future cash flows and l iquidity under the heading ñCash Flow and 

Financial Positionò and in the description of economic conditions under the heading ñOutlookò.  These forward-looking 
statements reflect managementôs current expectations and beliefs and are based on certain assumptions including 

assumption as to general business and economic conditions in the U.S. and Canada, as well as other factors 

management believes are appropriate in the circumstances.  Such forward-looking statements are subject to risks and 
uncertainties and no assurance can be given that any of the events anticipated by such statements will occur or, if 

they do occur, what benefit the Company will derive from them.  A number of factors could cause actual results, 
performance or developments to differ materia lly from those expressed or implied by such forward -looking 

statements, including those matters described in the 2009 annual Managementôs Discussion & Analysis under ñRisks 

and Uncertaintiesò and in Interforôs current Annual information Form available on www.sedar.com.  Accordingly, 
readers should exercise caution in relying upon forward-looking statements and the Company undertakes no obligation 

to publicly revise them to reflect subsequent events or circumstance, except as required by law.  

Review of Operating Results  

Overview 

Interfor recorded a net loss of $2.6 million, or $0. 06 per share for the second quarter of 20 10, and a net loss for the 
six months ended June 30, 2010 of $6.0 million, or $0. 13 per share.  This compares to a net loss of $15.0 million, or 

$0.32 per share, for the same quarter in 200 9 and a net loss of $28.6 million, or $0. 61 per share, for the six months 
ended June 30, 2009.   

EBITDA and Adjusted EBITDA for the second quarter of 2010 were $13.5 million and $13.1 million, respectively, 
compared to negative $7.3 million and negative $7.3 million, for the second quarter of 200 9.  EBITDA and adjusted 

EBITDA for the first half of 20 10 were $23.2 million and $22.8 million, respectively, compared to negative $15.1 

million and negative $15.7 million for the same period in 200 9. 

http://www.sedar.com/
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Before restructuring costs, foreign exchange gains (losses), other one-time items and a tax valuation allowance (refer 

to Income taxes), the Companyôs net loss for the second quarter, 2 010 was $0.6 million after -tax, or $0. 01 per share, 
as compared to a loss of $13.4 million after -tax, or $0. 28 per share in the second quarter, 2009.  The losses for the 

first half of 2010, adjusted for restructuring costs, foreign exchange gains (losses),  other one-time items and a tax 
valuation allowance totalled $2.8 million after -tax, or $0.06 per share, as compared to $24.0 million after -tax, or $0.51 

per share for the first half of 2009.   

Although U.S. housing starts have lifted somewhat from the his toric lows experienced in 2009, they continue to impact 
overall demand levels and product pricing causing much of the North American lumber industry to operate significantly 

below capacity.  Production curtailments were in place for most of 2009, and as th e industry moved into 2010 it 
appeared that ongoing industry closures and curtailments had improved the supply/demand balance which, coupled 

with various government spending incentives, was fuelling an increase in pricing for North American products.  Prices 
continued to improve significantly through the first four months of 2010, but as supply outstripped demand and 

governments withdrew incentives pricing declined sharply in May and June 2010.     

The positive impact of the rising price for the first four months of 2010 was partially offset  by the strengthened 
Canadian dollar which, relative to its U.S. counterpart, averaged CAD$1.0283 for the second quarter, 2010  compared 

to the second quarter, 2009 average at CAD$1.1669, a change of almost twelve percent. 

Sales 

Increased operating rates in the first half of 2010 yielded lumber shipments of 270 million board feet  for the second 

quarter and 533 million board feet  for the first half, 2010 , more than double the shipment  levels of the same periods, 
2009.  The improved sales volumes reflect the addition of production from  Adams Lake, the recommenced operations 

at Grand Forks and higher operating rates at the Companyôs U.S. sawmills.  In terms of volumes,  there was an overall 
shift in markets from North America to  Pacific Rim markets including Japan and China compared to 2009.  Excluding 

wholesale programs, shipments to North America accounted for 76% of all shipments for the first half, 2010, with 
22% of total  shipments destined for the Pacific Rim markets, as compared to 81% and 16% respectively for the 

comparative period in 2009.  In the second quarter 2010, shipments were redirected to North American markets to 

take advantage of rising structural product price s, with North American shipments rising to 78% of tot al shipments 
excluding wholesale programs, and shipments to the Pacific Rim accounting for 21%.   

Sales values in North American markets for structural products initially showed strong continued upward momentum 
as they moved into the second quarter, 2010, with the average price reported by Random Lengths for Western SPF 

2x4 #2&Btr peaking at US$320 per mfbm for the week ending April 30, 2010 from an average of US$281 per mfbm 

for the month of March, 2010 and US$218 per mfbm for the month of December, 2009.   Higher lumber prices were 
not sustained, however, with increased production outpacing demand and expiry of the U.S. housing tax credit on 

April 30, 2010.  In addition, the movement of the export tax paid under the Softwood Lumber Agreement to 0% for 
the month of June, 2010, caused a spike in U.S. shipments from Canadian producers which drove pricing down 

further.  The average Random Lengths price for Western SPF 2x4 #2&Btr moved to a low of US$188 in the 4th week of 
June, 2010, the lowest price in nine mon ths, but closed the month higher at US$206 per mfbm . 

Although North American structural lumber product prices and shipment volumes for all products increased 

significantly over 2009, there was a sizeable shift in sales mix towards North American structural  lumber products and 
lower value products destined for the Pacific Rim and away from cedar and Japan products, particularly with the 

substantial volumes added from the Adams Lake sawmill.  This shift resulted in a decline in the average unit lumber 
sales values of $18 per mfbm for the second quarter, 2010 and $36 per mfbm for the first half, 2010, vis-à-vis the 

same periods, 2009.  Sales values were also negatively impacted by the stronger Canadian dollar which appreciated by 

11.9% on average relative to it s U.S. counterpart over the same quarter of 2009, and by 14.2% over the same half of 
2009. 

In comparison to the same periods of 2009, l og sales were up $6.8 million, or 51.9%, for the second quarter , and 
$11.4 million, or 44.0%, in the first half of 2010 , with higher overall sales values as reflected in the average sales price 

for logs in Canada which improved by $12 per cubic metre in the second quarter, 2010  and by $11 per cubic metre in 

the first half of 2010 .   

Pulp chip and other by-product revenues for the second quarter, 2010 were up $7.4 million, or more than double 

those of the second quarter, 2009 and $ 13.2 million for the first half, 2010, almost double that of the first half, 2009 
with these increases being a reflection of higher sawmill operating rates.  Overall 2010 average chip prices declined 

slightly compared to the second quarter and first half, 2009 with the greatest impact reflected in average price 
declines of close to 10% in the U.S. and further amplified by the negative impact of the st ronger Canadian dollar. 




