(INTERFOR)

CONSOLIDATED STATEMENTS OF OPERATIONS
For the three months and years ended December 31, 2007 and 2006 (unaudited)

(thousands of Canadian dollars except earnings per share) 3 Months 3 Months Year Year
Dec. 31, 2007 Dec. 31,2006 Dec. 31, 2007 Dec. 31, 2006

Sales $ 115,390 $ 174,503 $ 611,008 $ 824,439
Costs and expenses:
Production 116,528 156,025 560,348 722,275
Selling and administration 3,637 3,211 16,776 17,806
Long term incentive compensation expense (recovery) (998) 1,380 (476) 595
U.S. countervailing and antidumping duty deposits - - - 14,725
Export taxes 808 2,683 8,755 2,683
Amortization of plant and equipment (note 6) 6,774 7,802 30,129 30,073
Depletion and amortization of timber, roads and other 3,969 5,790 20,726 21,902
130,718 176,891 636,258 810,059
Operating earnings (loss) before restructuring costs (15,328) (2,388) (25,250) 14,380
U.S. duty refund, net - 96,928 - 96,928
Restructuring costs (note 10) (335) - (1,975) (7,577)
Operating earnings (loss) (15,663) 94,540 (27,225) 103,731
Interest expense on long-term debt (617) (791) (2,835) (3,174)
Other interest income (expense) 400 273 4,163 (241)
Interest income on U.S. duty refund, net of special charge - 12,684 - 12,684
Other foreign exchange gain (loss) (193) 2,166 (7,308) 2,317
Other income (note 9) 172 6,575 5,983 20,163
Equity in earnings (loss) of investee companies (159) 253 218 2,254
(397) 21,160 221 34,003
Earnings (loss) before income taxes (16,060) 115,700 (27,004) 137,734
Income taxes (recovery):
Current (5,965) 30,910 (9,570) 28,100
Future (note 11) (1,158) 7,576 (4,113) 14,100
(7,123) 38,486 (13,683) 42,200
Net earnings (loss) (8,937) $ 77,214 $ (13,321) $ 95,534

Net earnings (loss) per share (note 12)
Basic $ (0.19) $ 1.60 $ (0.28) $ 1.97
Diluted $ (0.19) $ 1.58 $ (0.28) $ 1.95

See accompanying notes to consolidated financial statements

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the years ended December 31, 2007 and 2006 (unaudited)

(thousands of Canadian dollars) Year Year
Dec. 31, 2007 Dec. 31, 2006

Retained earnings, beginning of year $ 181,477 $ 85,943
Net earnings (loss) (13,321) 95,534
Retained earnings, end of period $ 168,156 $ 181,477

See accompanying notes to consolidated financial statements



(INTERFOR)

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the three months and years ended December 31, 2007 and 2006 (unaudited)

(thousands of Canadian dollars) 3 Months 3 Months Year Year
Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2007 Dec. 31, 2006

Cash provided by (used in):
Operating activities:

Net earnings (loss) $ (8,937) $ 77,214 $ (13,321) $ 95,534
Items not involving cash:
Amortization of plant and equipment (note 6) 6,774 7,802 30,129 30,073
Depletion and amortization of timber, roads and other 3,969 5,790 20,726 21,902
Future income taxes (recovery) (1,158) 7,576 (4,113) 14,100
Other assets (300) (1,974) 1,030 277
Reforestation liability (2,256) (3,233) (1,336) (2,032)
Other long-term liabilities (570) 593 257 56
Share of earnings net (in excess) of cash distributions
of investee companies (note 5) 159 (253) 4,151 (2,254)
Write-downs of property, plant, equipment and timber - - - 5,868
Foreign exchange loss (gain) on translation of long term debt (501) 1,670 (6,094) 84
Other income (108) (7,245) (6,117) (20,542)
(2,928) 87,940 25,312 143,066
Cash generated from (used in) operating working capital:
Accounts receivable (2,504) 10,179 12,438 (15,037)
Inventories 12,447 (5,338) 2,791 13,603
Prepaid expenses 961 5,836 (2,289) 2,082
Accounts payable and accrued liabilities (14,411) 17,517 (46,839) 14,370
Income taxes (3,601) 32,554 (36,399) 28,316
(10,036) 148,688 (44,986) 186,400

Investing activities:

Additions to property, plant and equipment (11,433) (18,462) (44,726) (71,909)
Additions to deferred start-up costs - - (959) -
Additions to logging roads and timber (4,200) (2,681) (28,340) (18,694)
Proceeds on disposal of property, plant, equipment, roads and other 272 11,161 8,256 49,234
Deposit held in escrow for acquisition (note 17) (8,761) - (8,761) -
Investments and other assets (1,135) (881) (2,010) (2,453)
(25,257) (10,863) (76,540) (43,822)
Financing activities:
Repurchase of share capital (note 8) - (1,570) (9,846) (4,739)
Issuance of share capital (note 8) - 126 892 676
Increase (decrease) in bank indebtedness - (113) (582) (7,471)
- (1,557) (9,536) (11,534)
Foreign exchange gain (loss) on cash and cash equivalents
held in a foreign currency (418) (2,270) (314) (934)
Increase (decrease) in cash (35,711) 133,998 (131,376) 130,110
Cash, beginning of period 53,506 15,173 149,171 19,061
Cash, end of period $ 17,795 $ 149,171 $ 17,795 $ 149,171

Supplementary disclosures (see also note 5)
Cash interest paid (received) $ 217 (12,166) $ (1,328) $ (9,269)
Cash income taxes paid (received) (1,757) (1,820) 26,977 (701)

See accompanying notes to consolidated financial statements



(INTERFOR)

CONSOLIDATED BALANCE SHEETS
December 31, 2007 and December 31, 2006 (unaudited)

(thousands of Canadian dollars) Dec. 31, Dec. 31,
2007 2006
Assets
Current assets:
Cash $ 17,795 $ 149,171
Deposit (note 17) 8,761 -
Accounts receivable 37,172 50,748
Income taxes recoverable 8,838 -
Inventories 76,429 81,150
Prepaid expenses 6,267 4,405
Future income taxes 3,083 4,179
158,345 289,653
Investments and other assets (note 5) 9,842 13,360
Property, plant and equipment, net of accumulated amortization (note 6) 300,150 309,744
Timber and logging roads, net of accumulated depletion and amortization 55,050 47,597
Goodwill and other intangible assets 13,078 13,137
Future income taxes 7,000 445
Long-lived assets held for sale 3,239 1,210
$ 546,704 $ 675,146
Liabilities and Shareholders' Equity
Current liabilities:
Bank indebtedness (note 7(a)) $ - $ 582
Accounts payable and accrued liabilities 49,999 95,370
Income taxes payable - 27,439
Future income taxes payable - 364
49,999 123,755
Reforestation liability, net of current portion 11,874 13,210
Long-term debt (note 7(b)) 34,696 40,789
Other long-term liabilities 8,859 8,602
Future income taxes 13,080 10,788
Shareholders' equity:
Share capital (note 8)
Class A subordinate voting shares 284,444 291,086
Class B common shares 4,080 4,080
Contributed surplus 5,408 7,720
Accumulated other comprehensive income (loss) (note 2) (33,892) (6,361)
Retained earnings 168,156 181,477
428,196 478,002
$ 546,704 $ 675,146

Commitment (note 16)
Subsequent events (note 18)

See accompanying notes to consolidated financial statements

On behalf of the Board:

E.L. Sauder
Director
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H.C. Kalke
Director



(INTERFOR)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the three months and years ended December 31, 2007 and 2006 (unaudited)

(thousands of Canadian dollars) 3 Months 3 Months Year Year
Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2007 Dec. 31, 2006

Net earnings (loss) $ (8,937) $ 77,214 $ (13,321) $ 95,534
Other comprehensive income (loss), net of income taxes (recovery):
Net change in unrealized foreign currency translation gains (losses) (1,172) 3,954 (27,531) 10
Other comprehensive income (loss) (1,172) 3,954 (27,531) 10
Comprehensive income (loss) $ (10,109) $ 81,168 $ (40,852) $ 95,544

See accompanying notes to consolidated financial statements

CONSOLIDATED STATEMENTS OF ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
For the years ended December 31, 2007 and December 31, 2006 (unaudited)

(thousands of Canadian dollars) Year Ended Year Ended
Dec. 31, 2007 Dec. 31, 2006

Accumulated other comprehensive loss, beginning of year (note 2) $ (6,361) $ (6,371)
Other comprehensive income (loss) (27,531) 10
Accumulated other comprehensive loss, end of period $ (33,892) $ (6,361)

See accompanying notes to consolidated financial statements



INTERNATIONAL FOREST PRODUCTS LIMITED

Notes to Unaudited Interim Consolidated Financial Statements

(Tabular amounts expressed in thousands except per share amounts)
Three months and years ended December 31, 2007 and 2006 (unaudited)

1. Significant accounting policies:

These unaudited interim consolidated financial statements include the accounts of International Forest Products Limited and its subsidiaries
(collectively referred to as “Interfor” or the “"Company”). These interim consolidated financial statements do not include all disclosures required
by Canadian generally accepted accounting principles for annual financial statements, and accordingly, these interim consolidated financial
statements should be read in conjunction with Interfor’s most recent annual consolidated financial statements. These interim consolidated
financial statements follow the same accounting policies and methods of application used in the Company’s audited annual consolidated
financial statements as at and for the year ended December 31, 2007.

2. Adoption of changes in accounting policies:

Commencing January 1, 2007, the Company adopted five new Canadian Institute of Chartered Accountants ("CICA”) accounting standards: (a)
Handbook Section 1530, Comprehensive Income, (b) Handbook Section 3855, Financial Instruments — Recognition and Measurement, (C)
Handbook Section 3861, Financial Instruments — Disclosure and Presentation, (d) Handbook Section 3865, Hedges, and (e) Handbook Section
1506, Accounting Changes. The main requirements of these new standards and the resulting financial statement impact are described below.

Consistent with the requirements of the new accounting standards, the Company has not restated any prior period as a result of adopting the
accounting changes, other than to classify unrealized foreign currency translation gains or losses on net investments in self-sustaining foreign
operations in accumulated other comprehensive income (loss) within Shareholders’ Equity. Interfor has determined that the adoption of these
standards has no cumulative prior period financial effect on its opening fiscal 2007 retained earnings. The effect of the adoption of these
standards is described in the following table:

Adjustment
upon
As at adoption of As at
Dec. 31, 2006 new standards  Jan. 1, 2007

Shareholders’ Equity
Cumulative translation adjustment $ (6,361) $ 6,361 $ -
Accumulated comprehensive income (loss) - (6,361) (6,361)

(@) Comprehensive Income:

Section 1530 introduces the term Comprehensive income (“CI”) which is composed of the Company’s net income and other
comprehensive income ("OCI”). OCI includes changes in unrealized gains and losses on available-for-sale financial assets, unrealized
foreign currency translation gains or losses on the net investment in foreign self-sustaining foreign operations and changes in the fair
value of derivative instruments designated as cash flow hedges, all net of income taxes. As a result of adopting these standards, a new
Statement of Comprehensive Income now forms part of the Company’s consolidated financial statements and discloses the current period
net earnings (loss) and OCI. Cumulative changes in OCI are included in Accumulated other comprehensive income (AOCI), which is
presented as a new category of Shareholders’ Equity in the Balance Sheet.

(b) Financial Instruments — Recognition and Measurement:

Section 3855 requires all financial instruments to be classified as one of the following: held-for-trading, available-for-sale, held-to-
maturity, loans and receivables, or other financial liabilities. Financial instruments held-for-trading are measured at fair value with
changes in those fair values recognized in the Statement of Operations. Financial instruments held-to-maturity, loans and receivables,
and other financial liabilities are measured at amortized cost. Available-for-sale financial instrument are measured at fair value, with
unrealized gains and losses recorded in OCI until realized, at which time they will be recorded in the Statement of Operations. Available-
for-sale equity securities which do not have a quoted market price continue to be recorded at cost.

The adoption of this new standard had no effect on the consolidated financial statements of the Company.
(c) Financial instruments — Disclosure and Presentation:

Section 3861 sets out standards which address the presentation of financial instruments and non-financial derivatives, and identifies the
related information that should be disclosed. These standards also revised the requirements for entities to provide accounting policy
disclosures, including disclosure of the criteria for designating as held-for-trading those financial instruments that are not required to be
classified as held-for-trading; whether categories of normal purchases and sales of financial assets are accounted for at trade date or
settlement date; the accounting policy for transaction costs on financial assets and financial liabilities classified as other than held-for-
trading; and provide several new requirements for disclosures about fair value (see note 15).

Where transaction costs are related to a financial instrument, the transaction costs will be netted against that financial instrument and
amortized on the same basis as the related financial instrument. Transaction costs which arise on the granting of a credit line may not
have a balance against which to net, as in the case of an operating line which is unutilized. In this case the transaction cost is included in
investments and other assets and amortized on a straight line basis over the life of the credit facility to which it relates.



INTERNATIONAL FOREST PRODUCTS LIMITED

Notes to Unaudited Interim Consolidated Financial Statements

(Tabular amounts expressed in thousands except per share amounts)
Three months and years ended December 31, 2007 and 2006 (unaudited)

2,

Adoption of changes in accounting policies (continued):
(d) Hedges:

Section 3865 specifies the criteria that must be satisfied in order for hedge accounting to be applied and the accounting for fair value
hedges, cash flow hedges, and hedges of the net investment in a self-sustaining foreign operation. In hedge accounting, the carrying
value of the hedged item is adjusted by gains or losses attributable to the hedged risk and recognized in net income, when appropriate to
do so. The change in fair value of the hedged item, to the extent the underlying hedging relationship is effective, is offset by changes in
the fair value of the derivative. The effective portion of the change in the fair value of the hedging derivative will be recognized in OCI.
The ineffective portion will be recognized in net income. The amounts recognized in OCI will be reclassified to net income in the periods
in which net income is affected by the variability of the hedged item. For a net investment hedge, these amounts are recognized in
income when the corresponding cumulative translation adjustments from the self-sustaining foreign operation are recognized in income as
a result of a dilution or sale of the net investment, or reduction in equity of the foreign operation as a result of dividend distributions.

The Company has chosen not to designate its derivative financial instruments, including interest rate swaps and forward foreign exchange
contracts and options, as hedges. Consequently, derivatives for which hedge accounting is not applied are carried on the Balance Sheet
at fair value with changes in fair value being recorded in the Statement of Operations. The adoption of this new standard for fair value
and cash flow hedges has had no effect on the consolidated financial statements of the Company.

The adoption of this new standard for net investment hedges has had no financial impact on the consolidated financial statements of the
Company. The unrealized foreign currency adjustments arising from translation of self-sustaining foreign operations were previously
reported separately as a cumulative translation adjustment within Shareholders’ Equity in the Balance Sheet, and now form part of ACOL.

(e) Accounting Changes:

Section 1506 revised the standards on changes in accounting policy, estimates or errors to require a change in accounting policy to be
applied retrospectively, unless doing so is impracticable, changes in estimates to be recorded prospectively, and prior period errors to be
corrected retrospectively. Voluntary changes in accounting policy are allowed only when they result in financial statements that provide
reliable and more relevant information. In addition, these revised standards call for enhanced disclosures about the effects of changes in
accounting policies, estimates and errors on the financial statements. The impact of this standard cannot be determined until such time
as the Company makes a change in accounting policy other than one resulting from implementation of new CICA Handbook standards.

Comparative figures:

Certain of the prior year’s figures have been reclassified to conform to the presentation adopted in the current year.

Seasonality of operating results:

The Company operates in the solid wood business which includes logging and manufacturing operations. Logging activities vary throughout
the year due to a number of factors including weather, ground and fire season conditions. Generally, the Company operates its logging
divisions in the latter half of the first quarter, throughout the second and third quarters and in the first half of the fourth quarter.
Manufacturing operations are less seasonal than logging operations but do depend on the availability of logs from the logging operations and
from third party suppliers. In addition, the market demand for lumber and related products is generally lower in the first quarter due to
reduced construction activity which increases during the spring, summer and fall.

Distribution by investee company:

On January 2, 2007, the Seaboard Partnership (“Seaboard”) declared a distribution to its partners of which the Company’s share of $4,369,000
was received and, in accordance with equity accounting, was recorded as a reduction of the investment in Seaboard. In the first quarter of
2006, the Company received a distribution of $54,354,000 which was received by way of setoff against an advance and the promissory note
payable to Seaboard and was also recorded as a reduction of the investment in Seaboard.

Property, plant and equipment:

In light of significant capital improvements and sawmill rebuilds undertaken in 2006 and early 2007, the Company performed a review of its
estimates of remaining economic useful life of its plant and equipment. This resulted in a revision of amortization rates for certain operations
to align with current estimates of economic useful life and designed capacity. The recalculated amortization rates have been applied on a
prospective basis, starting in the second quarter of 2007, and did not have a material impact on amortization expense.

At December 31, 2007, property, plant and equipment includes $19,610,000 for the construction of the Adams Lake Sawmill rebuild, which is
expected to be completed by the end of 2008.



INTERNATIONAL FOREST PRODUCTS LIMITED

Notes to Unaudited Interim Consolidated Financial Statements

(Tabular amounts expressed in thousands except per share amounts)
Three months and years ended December 31, 2007 and 2006 (unaudited)

7. Cash, bank indebtedness and long-term debt:

@

(b)

Bank indebtedness:

Canadian u.S.

Operating Operating
2007 Facility Facility Total
Available line of credit $ 40,000 $ 9,913 $ 49,913
Maximum borrowing available 40,000 9,913 49,913
Unused portion of line 35,182 9,794 44,976
Outstanding letters of credit included in line utilization 4,818 119 4,937
2006
Available line of credit $ 60,000 $ 17,481 $ 77,481
Maximum borrowing available 60,000 12,206 72,206
Unused portion of line 55,310 12,066 67,376
Outstanding letters of credit included in line utilization 4,690 140 4,830

The Company renewed its existing Canadian operating line of credit (“Operating Line”) in 2007, reducing the maximum available operating
credit to $40,000,000 (2006 - $60,000,000). The Operating Line bears interest at bank prime plus a margin depending upon a financial
ratio or, at the Company's option, at rates for Bankers' Acceptances or LIBOR based loans. Borrowings levels under the line are subject to
a borrowing base calculation dependent on certain accounts receivable and inventories. The Operating Line is secured under a general
security agreement, including accounts receivable and inventories, and is subject to certain financial covenants including a minimum
working capital requirement and a maximum ratio of total debt to total capitalization. The line matures on April 25, 2008. The Company
received a financing commitment from its lenders on February 1, 2008, increasing the Operating Line (see note 18(a)).

The Company renewed its existing U.S. operating line of credit ("U.S. Line”) in 2007. The terms and conditions of the line remained
unchanged, except for a reduction in the maximum available operating credit to US$10,000,000 (2006 — US$15,000,000). The U.S. Line is
subject to a borrowing base calculation dependent upon certain accounts receivable and inventories of the Company’s subsidiary, Interfor
Pacific, Inc. ("IPI"). As at December 31, 2007, the maximum borrowing available was US$10,000,000 (2006 — US$10,474,000), of which
US$9,880,000 (2006 — US$10,354,000) was unused. The line utilization includes outstanding letters of credit of US$120,000 (2006 —
US$120,000). The loan bears interest at U.S. bank prime or, at the Company’s option, at LIBOR plus 1%%. The line of credit is secured
by the accounts receivables and inventories of IPI and is subject to certain financial covenants including a maximum ratio of total debt to
total capitalization. The line matures on April 25, 2008.

Long-term debt:

The Company amended its existing Canadian revolving line of credit (“Revolving Line”) in 2007 to reduce the available credit to
$10,000,000 (2006 - $40,000,000), but has the ability to increase the maximum borrowing available on the Revolving Line to
$100,000,000, subject to the consent of the lenders. The line matures on April 25, 2008. The Revolving Line bears interest at bank prime
plus a margin depending upon a financial ratio or, at the Company's option, at rates for Bankers' Acceptances or LIBOR based loans. The
line matures on April 25, 2008. The Company received a financing commitment from its lenders on February 1, 2008, increasing the
Revolving Line (see note 18(a)).

Both lines are secured and are subject to certain financial covenants including a minimum working capital requirement and a maximum
ratio of total debt to total capitalization.

The US dollar non-revolving term line (the “Non-Revolving Line”) remains fully drawn at US$35,000,000 (2006 - US$35,000,000) and was
revalued at the year-end exchange rate to CAD$34,696,000 (2006 - CAD$40,789,000). The Non-Revolving Line bears interest at rates
based on bank prime plus a premium depending upon a financial ratio or, at the Company's option, at rates for LIBOR based loans and
matures on September 1, 2009.

Both lines are secured under a general security agreement, as well as through mortgages on sawmill real properties and charges against
timber tenures. The lines are subject to certain financial covenants including a minimum working capital requirement and a maximum
ratio of total debt to total capitalization.

Minimum principal amounts due on long-term debt within the next five years are follows:

2008 $ -
2009 34,696
2010 -
2011 -
2012 -

$ 34,696




INTERNATIONAL FOREST PRODUCTS LIMITED

Notes to Unaudited Interim Consolidated Financial Statements

(Tabular amounts expressed in thousands except per share amounts)
Three months and years ended December 31, 2007 and 2006 (unaudited)

8.

10.

Share capital:

The Company has repurchased Class A shares through normal course issuer bids and the facilities of the Toronto Stock Exchange. During
2007 the Company acquired 1,220,100 Class A shares (2006 — 691,700) at a total cost of $9,846,000 (2006 - $4,739,000) and the shares were
cancelled as purchased. The excess of the cost of the shares over the assigned value totaled $2,312,000 (2006 - $466,000) and has been
charged to contributed surplus. In January, 2008 the Company commenced another share buy-back program (see note 18(b)).

The transactions in share capital are described below:

3 Months 3 Months Year Year
Dec. 31,2007 Dec. 31,2006 Dec. 31,2007 Dec. 31, 2006

Acquisitions under normal course issuer bid

Number of shares purchased and cancelled - 233,500 1,220,100 691,700
Cost $ - $ 1,570 $ 9,846 $ 4,739
Excess of cost of shares over assigned value charged
to contributed surplus - 129 2,312 466
Shares issued on exercise of options
Number of shares - 28,500 189,280 149,580
Proceeds $ - $ 126 $ 892 $ 676

Other income:

3 Months 3 Months Year Year
Dec. 31,2007 Dec. 31,2006 Dec. 31,2007 Dec. 31, 2006

Gain on disposal of investments, surplus property, plant,

equipment and roads $ 117 $ 7,245 $ 4,767 $ 21,377
Gain on settlement of timber takeback - - 1,350 -
Other (expense), net 55 (670) (134) (1,214)

$ 172 $ 6,575 $ 5983 $ 20,163

In addition to the sale of its interest in Tree Farm Licence 54 in the first quarter of 2007, the Company continued its disposal of surplus
property, plant and equipment throughout 2007. These dispositions combined to generate sales proceeds of $6,906,000 and a gain of
$4,767,000.

Under the terms of the Forest Revitalization Act, the Company received $1,350,000 in additional compensation for lost infrastructure and road
construction costs resulting from the 2003 legislated takeback of certain logging rights on the B.C. Coast. This was recorded as proceeds on
the disposal of roads in the third quarter of 2007.

During the first quarter of 2006, the Company completed the sale of its sawmill located in Marysville, Washington for sale proceeds of
$2,542,000 and a gain of $874,000. Sales of other surplus assets generated additional proceeds of $2,473,000 and a gain of $1,651,000.

During the second quarter, 2006, the Company completed the sale of surplus properties in Squamish, B.C. for sale proceeds of $10,533,000
and a gain of $8,510,000. In addition, all property, plant and equipment of Saltair Timber Products Limited and surplus equipment of Field
Sawmill division on Vancouver Island, B.C. as well as surplus logging and other assets were sold in the second quarter of 2006 for proceeds of
$4,730,000 and a gain of $1,574,000.

In the third quarter of 2006, Mapri commenced wind-up proceedings and the shares of its wholly-owned subsidiary, BWC, were sold. This
transaction, combined with the sale of all inventories, property, plant and equipment of the Mackenzie Sawmill and further sales of surplus
logging and other assets generated proceeds of $17,013,000 and a gain of $1,499,000 in the quarter.

In the fourth quarter of 2006, the Company completed the sale of the plant and equipment of Helifor Industries Limited (“Helifor”) for
proceeds of $4,500,000 plus amounts for working capital. Additional sales of surplus logging equipment and sales of surplus lands at the
former Fraser Reman site in Coquitlam, B.C. and Squamish, B.C. generated proceeds of $6,566,000. The total gain on the sale of surplus and
non-core assets totalled $7,245,000 for the fourth quarter.

Restructuring costs and write-downs of plant and equipment:

3 Months 3 Months Year Year
Dec. 31,2007 Dec. 31,2006 Dec. 31, 2007 Dec. 31, 2006

Property, plant, equipment and timber write-downs $ - $ - - 5,868
Severance and other restructuring costs 335 - 1,975 1,709
$ 335 $ - $ 1,975 $ 7,577




INTERNATIONAL FOREST PRODUCTS LIMITED

Notes to Unaudited Interim Consolidated Financial Statements

(Tabular amounts expressed in thousands except per share amounts)
Three months and years ended December 31, 2007 and 2006 (unaudited)

10.

11.

12,

13.

Restructuring costs and write-downs of plant and equipment (continued):

During the fourth quarter of 2007, the Company recorded net severance costs of $587,000, bringing total severance costs to $1,850,000 for
the year, and recovered $252,000 in other restructuring costs previously expensed. In addition, the Company recorded $377,000 for logging
phase contractor buyouts and other restructuring in the second quarter.

During the first and second quarters, 2006, the Company received recoveries totalling $1,687,000 from the B.C. Forestry Revitalization Trust
set up by the Government of British Columbia, as reimbursement for severance costs of workers who were displaced by the reductions in
harvesting rights taken under the Forestry Revitalization Act. As the associated costs had been expensed in 2006 and prior years as
restructuring costs, the recovery served to offset additional severance costs for these workers recorded in 2006.

In the second quarter of 2006, the Company reviewed the valuation of certain B.C. coastal assets which it did not consider to be part of its
future core operations. An impairment charge of $5,868,000 was recorded in the quarter to reduce the carrying values of these assets to
estimated fair values. The Company also recorded severance charges of $1,203,000 and $2,193,000 in the first and second quarters of 2006,
respectively.

Income tax expense (recovery):

The Company recorded an income tax recovery of $13,683,000 for 2007 (2006 — expense of $42,200,000) with an overall effective income tax
rate of 50.7% (2006 — 30.64%). The benefit of reductions in income tax rates recently legislated for 2008 through 2012 totalled $1,171,000
and contributed to the future income tax recovery recorded in the fourth quarter of 2007.

Net earnings (loss) per share:
3 months Dec 31, 2007 3 months Dec 31, 2006

Net earnings (loss) Shares Per share Net earnings (loss) Shares Per share
Basic earnings (loss) per share $ (8,937) 47,105 $ (0.19) $ 77,214 48,217 $ 1.60
Share options - 332%* - - 536 -
Diluted earnings (loss) per share $ (8,937) 47,105 ¢ (0.19) $ 77,214 48,753 $ 1.58

Year Dec 31, 2007 Year Dec 31, 2006

Net earnings (loss) Shares Per share Net earnings (loss) Shares Per share
Basic earnings (loss) per share $ (13,321) 47,575 $ (0.28) $ 95,534 48,482 $ 1.97
Share options - 556* - - 583 -
Diluted earnings (loss) per share $ (13,321) 47,575% ¢ (0.28) $ 95,534 49,065 $ 195

*Where the addition of share options to the total shares outstanding has an anti-dilutive impact on the diluted earnings (loss) per share
calculation, those share options have not been included in the total shares outstanding for purposes of the calculation of diluted earnings (loss)
per share.

Segmented information:

The Company manages its business as a single operating segment, solid wood. The Company purchases and harvests logs which are then
manufactured into lumber products at the Company’s sawmills, or sold. Substantially all of the Company’s operations are located in British
Columbia, Canada and the U.S. Pacific Northwest, U.S.A.

The Company sells to both foreign and domestic markets as follows:

3 Months 3 Months Year Year
Dec. 31,2007 Dec. 31,2006 Dec. 31, 2007 Dec. 31, 2006

Canada $ 52,953 $ 71,139 $ 222,276 $ 263,648
United States 47,013 70,909 272,571 424,253
Japan 3,845 14,969 51,402 67,104
Other export 11,579 17,486 64,759 69,434

$ 115,390 $ 174,503 $ 611,008 $ 824,439




INTERNATIONAL FOREST PRODUCTS LIMITED

Notes to Unaudited Interim Consolidated Financial Statements
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13. Segmented information (continued):

Sales by product line are as follows:

3 Months 3 Months

Year

Year

Dec. 31, 2007 Dec. 31,2006 Dec. 31,2007 Dec. 31, 2006

Lumber $ 70,754 $ 120,459 $ 434,468 $ 625,552
Logs 35,617 32,628 118,571 103,250
Wood chips and other by products 7,169 12,146 50,260 41,868
Other 1,850 9,270 7,709 53,769

$ 115,390 $ 174,503 $ 611,008 $ 824,439

The Company has capital assets, goodwill and other intangible assets located in:

Dec. 31, 2007 Dec. 31, 2006

Canada $ 232,988 $ 210,387
United States 138,529 161,301
$ 371,517 $ 371,688

14. Employee future benefits:

The total benefits cost under its various pension plans (described in the Company’s audited annual consolidated financial statements) are as

follows:
3 Months 3 Months Year Year
Dec. 31,2007 Dec. 31,2006 Dec. 31,2007 Dec. 31, 2006

Defined contribution plan $ 261 $ 305 $ 1,688 $ 1,470
Defined benefit plan (183) 3) 177 355
Unionized employees’ pension plan 160 533 1,476 3,215
U.S. employees benefit plan 121 100 582 588
Senior management supplementary pension plan (121) 118 192 825
Total pension expense $ 238 $ 1,053 $ 4,115 $ 6,453

15. Financial instruments:
(a) Fair value of financial instruments:

(b

=

At December 31, 2007, the fair value of the Company's long-term debt approximated its carrying value of $34,696,000 (2006 -
$40,789,000) as the long-term debt bore interest at current market rates. The fair values of other financial instruments approximate their
carrying values due to their short-term nature.

Derivative financial instruments:

The Company employs financial instruments, such as interest rate swaps and foreign currency forward and option contracts, to manage
exposure to fluctuations in interest rates and foreign exchange rates. The Company does not expect any credit losses in the event of
non-performance by counter parties as the counter parties are the Company’s bankers.

As at December 31, 2007, the Company has outstanding obligations to sell a maximum of US$6,000,000 at an average rate of CAD$1.00
and Japanese ¥120,000,000 at an average rate of ¥107.68 to the CAD$1.00 and €100,000 at an average rate of 1.4711 to the CAD$1.00
during 2008. All foreign currency gains or losses to December 31, 2007 have been recognized in the statement of operations.

During September 2005, the Company entered into a cross currency interest rate swap. The Company has agreed to receive
US$20,000,000 at maturity on September 1, 2009 in exchange for payment of CAD$23,530,000 (an exchange rate of 1.1765). In
addition, during the term of the swap the Company will pay an amount based on the 5.84% annual interest rate on the CAD$23,530,000
and will receive 90 day LIBOR plus a spread of 200 basis points on the US$20,000,000. LIBOR will be recalculated at set interval dates.
The swap will mature on September 1, 2009 and has been marked to market with all gains or losses on the swap recognized in the
Statement of Operations.

Hedge of investment in self-sustaining foreign operation:

The Company had previously designated its US dollar Non-Revolving Line as a hedge against its investment in its self-sustaining U.S.
operations. Effective April 1, 2007, the Company terminated the designation of the hedging relationship and discontinued its hedge
accounting. Previously recognized unrealized foreign exchange gains of $5,544,000 as a result of applying hedge accounting continue to
be recorded in Accumulated Other Comprehensive Income. Unrealized foreign exchange gains of $5,716,000 arising subsequent to
termination of the designation of the hedge relationship have been recorded in Other foreign exchange gain (loss) in the Statement of
Operations.
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15.

16.

17.

18.

Financial instruments (continued):
(d) Sale of receivables:

On December 15, 2006, the Company terminated its agreement to sell designated trade receivables, with limited recourse, to a Trust. In
July, 2006 the Company had reduced securitized receivables from $25,000,000 to nil, resulting in a corresponding increase in accounts
receivable.

Commitment:

The Company has undertaken obligations under various contracts totalling $24,330,000 as at December 31, 2007 relating to construction of a
new sawmill at its Adams Lake operation in the southern B.C. Interior. These amounts are expected to be paid over the next year.

Acquisition of Pope and Talbot, Inc. sawmills:

The courts overseeing the creditor restructuring of Pope and Talbot, Inc. ("P&T") in Canada and the United States have approved the sale of
two southern B.C. interior sawmills and their related timber tenures and one sawmill in South Dakota to the Company for US$69,000,000 plus
working capital and other adjustments. The transaction has also been approved by the Canadian Competition Bureau and the U.S. anti-trust
authorities. Completion of the transaction remains conditional upon receipt of certain other regulatory approvals which are expected to be
granted late in the first quarter, or early in the second quarter of 2008. The Company has paid a US$8,800,000 deposit held in escrow in
respect of this transaction, which is refundable should the transaction not complete due to circumstances beyond the Company’s control.

The Company has also reached an agreement to sell the Spearfish, South Dakota sawmill, being acquired as part of the P&T transaction to
Neiman Enterprises, Inc., a family owned company based in Wyoming, for US$14,000,000 plus working capital. The sale of the Spearfish
sawmill will close concurrently with the P&T transaction.

Subsequent events:
(a) Bank financing

On February 1, 2008, the Company obtained a financing commitment from its lenders to increase and extend its syndicated credit
facilities. The Operating Line will increase from $40,000,000 to $100,000,000. The Revolving Line will increase from $10,000,000 to
$115,000,000. The existing US$35,000,000 Non-Revolving Line remains unchanged. The financing will close on the earlier of the P&T
sawmill acquisition date or April 25, 2008. In the event that the P&T sawmill acquisition completes later than April 25, 2008, $55,000,000
of the Revolving Line will be made available on April 25, 2008, with the remainder of $60,000,000 made available when the P&T
transaction completes. The Operating Line will mature 364 days from the financing closing date and the Revolving Line will mature three
years from the financing closing date. All other terms and conditions of the lines remain substantially unchanged.

(b) Normal Course Issuer Bid

On January 3, 2008, the Company received approval to make a normal course issuer bid to acquire up to 1,300,000 Class A shares
(representing approximately 2.8% of the outstanding Class A shares as at December 31, 2007) through the facilities of the Toronto Stock
Exchange. Any Class A shares purchased by the Company will be at market prices and will be cancelled as purchased. The program
commenced on January 8, 2008 and will terminate on the earlier of the date on which the Company has acquired 1,300,000 Class A
shares and January 7, 2009.

International Forest Products Limited
GNTGHFOH) P.O. Box 49114, Four Bentall Centre
3500 — 1055 Dunsmuir Street
Vancouver, B.C. Canada V7X 1H7
Telephone: (604) 689-6800 Fax: (604) 688-0313

Contact: John Horning, Senior Vice-President and Chief Financial Officer
Web Site: www.interfor.com
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