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Report to Unitholders 

We are pleased to report that EBITDA(1) for the Fund for the quarter ended June 30, 2008 was $13.3 
million compared to $13.5 million for the Fund for the three-month period ended June 30, 2007. Net 
earnings for the quarter were $8.2 million which compares to $8.6 million in the same period in 2007. For 
the second quarter sales were $237 million versus $248 million for the comparable period of 2007, a 
decrease of 4%. Sales continued to be negatively impacted by deflation of the price of lumber and panel 
products during the second quarter of 2008 versus the comparable period of 2007. Lumber and panel 
products represented approximately 42% of the Fund’s total revenues in the second quarter of 2008, 
virtually the same as that for the same quarter in 2007. “The environment for renovation spending 
remained reasonable but we did notice a decline in spending within the new construction of single family 
home market during the second quarter of 2008. The specialty and hardware segment of our business 
accounted for approximately 58% of our total revenue in the second quarter.  While the trend of year over 
year deflation still continued within the quarter in regard to lumber products, our focus on improving 
revenues and margins from our specialty and hardware products is enhancing the Fund’s financial 
performance”,  noted Tom Donaldson, President and CEO. “The gross margin as percentage of sales 
increased to 13.2% from 13.0% in the comparable period in 2007. Our focus on increasing margins and 
controlling costs mitigates the reduction in revenue dollars due to continued downward price pressures on 
lumber and panel products”, stated Amar Doman, Chairman of the Board. 

Distributable cash(2) generated in this quarter amounted to $10.9 million, or 30.6 cents per unit, compared 
to $11.0 million, or 29.8 cents per unit, in the second quarter of 2007.  

CanWel continues to emphasize its commitment to be a value-based organization. Our values of being 
customer and supplier centric are being driven throughout our organization using an in-house marketing 
program. Through our internal initiatives we ensure that sales and purchasing actions each day are 
focused on developing value added products and services for our customers and suppliers. 

Our values of teamwork, accountability and responsibility are ingrained through our organization as our 
employee performance management process clearly identifies each CanWel team member’s contribution 
to our overall goals. 

We continue to strive to create value for our unitholders by focusing on our mission “ to be the dominant 
distributor of building materials and allied products in Canada” . 

Amar S. Doman Tom Donaldson
Chairman of the Board President and Chief Executive Officer 
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CanWel Building Materials Income Fund 
Management’s Discussion and Analysis 

July 30, 2008  

This Management Discussion and Analysis (“MD&A”) provides a review of the significant developments that have 
impacted the Fund in the quarter ended June 30, 2008 relative to the same period in 2007. We also discuss the first half 
of 2008 relative to the first half of 2007. This discussion of the financial condition and results of operations of the Fund 
should be read in conjunction with the audited consolidated financial statements and notes thereto for the year ended 
December 31, 2007. 

Certain statements made in the MD&A which are not historical facts are forward-looking statements or assumed future 
results of the operations of the Fund and such statements use words, including but not limited to, “may”, “will”, “expect”, 
“believe”, “plan”, “intend”, “anticipate” and the negative forms thereof and other similar terminology. These statements 
are based on current expectations and are subject to risks which were described in our Annual Information Form (“AIF”) 
dated March 31, 2008 and our public filings on the Canadian Securities Administrators’ website at www.sedar.com 
(“SEDAR”) and would include, but are not limited to, dependence on market economic conditions, sales and margin 
risk, competition, information system risks, availability of supply of products, risks associated with the introduction of 
new product lines, product design risk, environmental risks, volatility of commodity prices, inventory risks, customer and 
vendor risks, acquisition and integration risks, credit risks and interest rate risks. In addition, there are numerous risks 
associated with an investment in units, which are also further described in the “Risks and Uncertainties” section in this 
MD&A and in the “Risk Factors” section of our AIF dated March 31, 2008 and our other public filings on SEDAR. These 
risks and uncertainties may cause actual results to differ materially from those contained in the statements. Such 
statements reflect management’s current views and are based on certain assumptions. They are, by necessity, only 
estimates of future developments and actual developments may differ materially from these statements due to a 
number of factors. Investors are cautioned not to place undue reliance on these forward-looking statements.  Although 
the forward-looking information contained in this MD&A is based on upon what management believes are reasonable 
assumptions, there can be no assurance that actual results will be consistent with these forward-looking statements.  
Certain statements included in this MD&A may be considered “financial outlook” for purposes of applicable securities 
laws, and such financial outlook may not be appropriate for purposes other than this MD&A.  

Except as required by applicable law, the Fund undertakes no obligation to publicly update or otherwise revise any 
forward-looking statement, whether as a result of new information, future events, or otherwise.  

References to the Fund include CanWel (as defined below) as the context may require. 

The information in this report is as at July 30, 2008, unless otherwise indicated.  All amounts are reported in Canadian 
dollars.

1. In the discussion, reference is made to EBITDA, which represents earnings before interest, provision for income taxes, gain or loss on 
sale of fixed assets, depreciation and amortization, goodwill impairment loss and unit-based compensation. This is a non-GAAP measure
and, as there is no generally accepted method of calculating EBITDA, the measure as calculated by the Fund may not be comparable to 
similarly-titled measures reported by other companies. EBITDA is presented as we believe it is a useful indicator of a Fund’s ability to 
meet debt service and capital expenditure requirements and because we interpret 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. 

2. Reference is also made to distributable cash of the Fund. This is a non-GAAP measure generally used by Canadian open-ended income
funds as an indicator of financial performance. The measure as calculated by the Fund might not be comparable to similarly-titled
measures reported by other companies.  Management believes that this measure provides investors with an indication of the cash 
available for distribution to unitholders. We define distributable cash as cash flow from operating activities before changes in non-cash 
working capital and pension and other post-retirement benefits and after maintenance of business capital expenditure and contributions to 
any reserves the Board of Trustees deems to be reasonable and necessary for the operations of the Fund. 
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Business Overview  
CanWel Building Materials Ltd. (“CanWel”) is a leading Canadian national wholesale distributor of hardware, building 
materials and home renovation products, operating from 17 distribution centres and CanWel Holding Partnership 
(“CHP”), a majority owned partnership of the Fund, operates 4 pressure treatment plants strategically located across 
Canada. CanWel services the new home construction, home renovation and industrial markets by supplying the retail 
lumber and building materials industry, hardware stores, industrial and furniture manufacturers and similar concerns 
across Canada. 

Pursuant to a plan of arrangement (the “Arrangement”), which became effective May 18, 2005, CanWel Building 
Materials Income Fund (the “Fund”) acquired 100% of the shares of CanWel in exchange for units of the Fund and 
exchangeable partnership units in CHP (the “Conversion”). 

Further detailed information regarding the Fund is contained in the Fund’s AIF dated March 31, 2008 and management 
information circular dated March 31, 2008 for the annual meeting of unitholders of the Fund held on May 8, 2008 
available on SEDAR. 

In the three months ended June 30, 2008 the Fund declared distributions to unitholders totaling $0.175 per unit. 

Seasonality 
CanWel’s sales are subject to seasonal variances that fluctuate in accordance with the normal home building season. It 
generally experiences higher sales in the second and third quarters and reduced sales in the first and fourth quarters. 
This creates a timing difference between distributable cash earned and distributions paid. While the Fund has leveled 
distributions to provide a regular income stream to unitholders over the course of the year, the second and third 
quarters have historically been CanWel’s most profitable. 

Distributions to Unitholders 
The distribution policy of the Fund is to make distributions of its available cash to the maximum extent possible to 
unitholders. We define distributable cash as cash flow from operating activities before changes in non-cash working 
capital and pension and other post-retirement benefits and after maintenance of business capital expenditure and 
contributions to any reserves the Board of Trustees deem to be reasonable and necessary for the operations of the 
Fund. For a reconciliation between distributable cash and cash flow from operating activities as determined in 
accordance with GAAP, please refer to the discussion of distributable cash as noted in the Distributable Cash section of 
this report. 

In addition, in making decisions relating to distributions, the Fund believes that underlying trends in EBITDA and other 
factors should be considered before distribution levels are either increased or decreased.  

Comparison of the Three Month Period Ended June 30, 2008 and June 
30, 2007 

Sales and Gross Margin 
Sales in the second quarter were $237 million in versus $248 million in the same period of 2007, a decrease of $11 
million or 4%. The decrease in revenue was primarily related to a decrease in the selling prices of construction materials 
(lumber, panel and orientated stand board products) between the second quarter of 2008 versus the second quarter of 
2007. CanWel continued to maintain market share in construction materials and our overall exposure to this market 
remains at approximately 42% of total sales. Notwithstanding reasonable Canadian market conditions, the sharp falloff 
in demand from within the United States housing market continued to exert downward pressure on the average prices 
for construction materials (lumber and panel products) in both Canada and the United States in this quarter. The 
average price for lumber decreased 15% and while plywood panel products pricing decreased 6% in the second quarter 
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of 2008 compared to the same quarter of 2007. The result of these reduced prices is reflected in the Funds’ reduced 
revenue results. These lower lumber and panel product prices also negatively impacted gross margin dollars in the 
current year compared to last year. 

Specialty and hardware product sales represented approximately 58% of the Fund’s sales for the quarter. Sales of 
engineered wood and siding products were particularly strong in the quarter. Shipments of treated lumber to customers 
across the country that were delayed and rescheduled for the second quarter due to severe winter conditions 
experienced throughout Canada in March were strong in the quarter. Our industrial sales continued to show weakness 
as our customer base within eastern Canada struggles with the higher value of the Canadian dollar.  

Gross margin dollars decreased to $31.4 million in the quarter compared to $32.2 million in the same quarter in 2007. 
Gross margin percentages improved, coming in at 13.2% of sales for the quarter versus 13.0% in the same period of 
2007, despite the fact that lumber and panel product margins were challenged during the quarter due to the erosion in 
market prices as previously noted. Our focus on developing sales of higher margin specialty products and  the addition 
of new product lines targeted to the repair and renovation market, has enabled us to improve overall gross margins, 
despite the challenging market for lumber and panel products.  

Expenses  
Expenses for the three months ended June 30, 2008, were $20.4 million, a decrease of $0.9 million or 4.2% as 
compared to $21.3 million in the same period of 2007. Distribution, selling and administrative expense of $18.0 million 
decreased by $0.7 million, or 3.7% compared to compared to the second quarter of 2007, reflecting the results of the 
cost savings initiatives taken in 2007.  

Unit-based compensation cost in the quarter decreased to $339,000 compared to $517,000 in the same period of 2007, 
due to a decrease in the amount charged for options granted in previous years. Depreciation and amortization expense 
of $2.1 million in the quarter was the same as the second quarter of 2007.  

Operating Earnings 
For the three months ended June 30, 2008, the decrease in gross margin dollars of $0.9 million over the same period in 
2007 was more than offset by lower distribution, selling and administration costs and other non-cash costs of $1.2 
million. This has resulted in operating earnings of $10.9 million, the same as in the second quarter of 2007. 

Interest Expense 
Interest expense in the second quarter decreased to $2.0 million from $2.4 million in the same quarter last year, a 
decrease of $448,000 or 19%. This decrease was due to average interest rates that were lower in the first quarter of 
2008 compared to the same period of 2007. Interest costs include non-cash costs for amortization of deferred financing 
costs and accretion of promissory notes, which amounted to $96,000 in the quarter and $79,000 in the same period of 
2007.

Income taxes 
For the three months ended June 30, 2008, the income tax expense was $777,000, compared to a recovery of 
$122,000 in the same period last year.   

Net Earnings 
Net earnings for the three months ended June 30, 2008 decreased slightly in the period to $8.2 million compared to 
$8.6 million in the same period of 2007, due to the change in the provision for income taxes. 
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Comparison of the Six Month Period Ended June 30, 2008
and June 30, 2007 

Sales and Gross Margin 
In the six months ended June 30, 2008, the Fund recorded revenue of $411 million, a decrease of $27 million or 6.2% 
versus the sales of the same period last year of $438 million. Construction materials (lumber and panel products) 
average prices for the six month period were well below last year’s prices. Pricing for lumber has decreased 18%, 
plywood 7% and OSB 5% versus the comparable period. Sales of roofing, and engineered products were particularly 
strong as the addition of Emco Roofing and Boise Engineered Wood Products continue to impact our results. Sales of 
hardware trended favorably in comparison to 2007 while sales of lumber, gypsum, plywood and paint were negatively 
impacted as some customers moved to join nationally affiliated organizations that have in house distribution capabilities 
for these product categories.  

Gross margins dollars decreased by 3.9% to $52.1 million versus $54.2 million for the comparable period last year.  
However, gross margins increased as a percentage of sales from 12.4% in 2007 to 12.7% in 2008. Gross margin results 
from construction materials (lumber and panel products) declined from the same period last year. This decrease in gross 
margin from construction materials (lumber and panel products) was driven by the reduced contribution margin per 
transaction as the average prices of lumber and panel products, as noted above, were down versus the comparable 
period. However, our focus on developing sales on higher margin specialty products and the addition of new product lines 
targeted to the repair and renovation market has positively impacted our overall gross margin results for the first six 
months of 2008. The most significant impact on margins from the addition of our relatively new product lines of Emco 
Roofing, Unilin Flooring and Boise Engineered Wood Products is normally felt in the third and fourth quarters of the year. 

Expenses  
Expenses for the six months ended June 30, 2008 were $40.3 million, a decrease of $2.4 million or 5.8% over the 
expenses for the same period last year. Distribution, selling and administrative expense decreased by $1.8 million, or 
4.8%, to $35.4 million from $37.2 million in the same period in 2007. This decrease is due to the continuing cost saving 
initiatives undertaken in the last year.  

Stock-based compensation cost in the six months decreased to $0.7 million compared to $1.3 million in the same period 
in 2007, due to a decrease in the amount of charged for options granted in previous years. Depreciation and 
amortization expense of $4.2 million was unchanged from the same period last year.   

Operating Earnings 
For the six months ended June 30, 2008, the decrease in gross margin dollars of $2.1 million over 2007 was offset by 
lower distribution, selling and administration costs and other non-cash cash costs. This has resulted in operating 
earnings increasing to $11.8 million from $11.5 million in the same period of 2007, an increase of $0.3 million, or 3.1%. 

Interest Expense 
Interest expense decreased to $3.7 million from $4.4 million in the same period last year, a decrease of $0.7 million or 
16%. This was due to lower average interest rates. Interest costs include non-cash costs for amortization of deferred 
financing costs and accretion of promissory notes, which amounted to $192,000 in the period and $149,000 in the same 
period of 2007. 

Income taxes 
For the six months ended June 30, 2008, the income tax recovery was $0.7 million compared to a recovery of $1.6 
million the same period of 2007.   
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Net Earnings 
Net earnings for the six months ended June 30, 2008 increased slightly to $8.9 million from $8.8 million in the 
same period in 2007.  

Summary of Quarterly Results 
For the Quarters ended 

                                                                             2008                                    2007                                    2006  
($ millions, per Unit in Dollars)  June 30 Mar 31 Dec 31 Sept 30 June 30 Mar31 Dec 31 Sept 30

Sales     237.5  173.7 188.7 235.2 248.3 189.6 192.0 243.3 
EBITDA       13.3 3.4 7.1 12.0 13.5 3.5 5.1 8.0 
Earnings (loss) before tax  9.0 (0.8) 3.4 7.8 8.5 (1.3) 0.9 4.2 
Net earnings   8.2 0.7 1.1 7.5 8.6 0.2 2.0 4.4 
Net earnings per unit (basic and diluted) 0.23 0.02 0.03 0.21 0.23 0.00 0.06 0.13 
Distributable cash per unit  0.306 0.046 0.157 0.276 0.298 0.039 0.109 0.179 
Distributions per unit  0.175     0.225(1) 0.175 0.175 0.175 0.175 0.175 0.175 

(1) includes a one- time special distribution of $0.05 per unit 

The Fund operates in a seasonal industry that fluctuates in accordance with the normal home building season. It 
generally experiences higher sales in the second and third quarters and reduced sales in the first and fourth quarters. 

EBITDA  
EBITDA for the three months ended June 30, 2008 was $13.3 million, or 5.6% of sales, compared to $13.5 million, or 
5.4% of sales, in the same quarter of 2007. For the six months ended June 30, 2008 EBITDA was $16.7 million, or 
4.1% of sales, compared to $17.0 million, or 3.9% of sales, for the same period in 2007. 

Reconciliation of Net Income to Earnings before Interest, Tax, 
Depreciation and Amortization (EBITDA): 

                                                          Three months ended June 30            Six months ended June 30 
(in thousands of dollars) 2008 2007 2008 2007

Net Earnings  $8,194 $8,586 $8,869 $8,752 
Income tax (recovery)  777 (122) (684) (1,635) 
Cash Interest expense 1,868 2,333 3,458 4,213 
Depreciation of property plant and equipment  1,709 1,755 3,410 3,474 
Amortization of intangible and other assets  402 391 803 797 
Amortization of deferred gain (19) (19) (37) (37) 
Amortization of financing costs 64 47 128 96 
Accretion of promissory notes 32 32 64 53 
Loss/(gain) on disposal of fixed assets  (20) - - (6)
Unit-based compensation 339 517 712 304 

EBITDA  $13,346 $13,520 $16,723 $17,011 
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Financial Condition 

Liquidity and Capital Resources 
During the six months ended June 30, 2008, the Fund used $3.4 million in cash versus using $2.1 million in the first half 
of 2007. The following activities during the period were responsible for the change in cash. 

Operating activities used $31.7 million of cash for the period, versus $9.6 million in the first half of 2007, an increase of 
$22.1 million. This increase was substantially due to a difference of $23.0 million in changes in working capital in this 
year’s period compared to 2007. 

Cash generated by operating activities, before working capital changes, increased by $0.9 million in this period 
compared to last year’s period, totaling $12.2 million in the six months versus $11.3 million in 2007. Although net 
earnings were slightly higher in this year’s period, the add back of non-cash costs in regard to unit-based compensation 
expenses and provision for future income taxes were $434,000 lower. 

Due to the seasonal nature of the Fund’s business, working capital increases during the first six months of the year.  
During the first half of 2008 working capital changes consumed $43.9 million of cash, compared to $20.9 million in last 
year’s quarter, a difference of $23.0 million. This change in the increase in working capital was due to inventories 
increasing by $3.4 million in the period versus a decrease of $14.1 million in the same period last year. Additionally, 
accounts receivable increased by $65.8 million in the period, versus an increase of $53.7 million in the same period last 
year. Partially offsetting this, accounts payable increased by $25.6 million in the six month period compared to an 
increase of $20.9 million in last year’s period.  

In the six months ended June 30, 2008, financing activities generated $30.2 million of cash, compared to $26.7 million 
in the same period of 2007, a difference of $3.5 million. The significant reason for this difference is  in last year’s period 
there was a repurchase of units and a repayment of a vendor take back commitment pursuant to an acquisition together 
totalling $3.4 million. Long term debt increased by $44.2 million, whilst in 2007 it increased by $42.5 million. In the 
period, monthly cash distributions to unitholders and exchangeable partnership unitholders totaling $14.2 million were 
paid compared to $12.7 million in the same period last year. This period’s distributions include a special distribution of 
$1.8 million. 

Investing activities in the period consumed $1.8 million of cash versus $19.2 million in the same period of 2007. This 
difference is primarily due to the cash component of an acquisition that occurred at the start of 2007. Also, during this 
period $717,000 of cash was invested in property, plant and equipment, while in the same period in 2007, $320,000 
was invested. Other assets increased by $1.1 million in the period, compared to a decrease of $52,000 in the same 
period last year. 

The Fund renewed its revolving credit facility effective September 30, 2007.  The renewed facility provides for a 
maximum indebtedness of $275 million and has a four-year term which expires on September 30, 2011. These facilities 
are in the nature of a revolving loan and the Fund expects they will be sufficient to accommodate the daily operating 
needs of the Fund. The facilities are limited to a defined percentage of the accounts receivable, inventory and land and 
buildings of the Fund. At June 30, 2008, indebtedness under the revolving facility totalled $145 million and the Fund is 
in compliance with the credit limits and security requirements. 

The Fund’s cash flow from operations and credit facilities are expected to be sufficient to meet operating requirements, 
capital expenditures and anticipated distributions. Certain long-term debt requires monthly installments and these 
payments are all current. 

Total Assets 
Total assets of the Fund were $329 million at June 30, 2008 versus $260 million at December 31, 2007, an increase of 
$69 million. Current assets increased by $70 million, with inventory increasing by $3 million and trade accounts 
receivable increasing by $65 million. These increases were due to seasonal factors consistent with the seasonal nature 
of the business. Long-term assets in the period decreased only marginally, by $0.6 million. 
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Total Liabilities 
Total liabilities were $234 million at June 30, 2008 versus $161 million at December 31, 2007, an increase of $73 
million. This increase was the result of an increase in total long term debt of $45 million and an increase in accounts 
payable of $26 million. As with the increase in assets, this was due to seasonal factors of the business. 

Outstanding Unit Data 
The Fund is an unincorporated, open-ended, limited purpose trust, with an authorized capital of an unlimited number of 
units and special voting units. As at July 30, 2008, there were 24,463,368 units and 11,144,279 special voting units of 
the Fund issued and outstanding. Related to and in connection with the special voting units, there are 11,144,279 
exchangeable partnership units outstanding which are exchangeable into Fund units on a one-for-one basis, in 
accordance with their terms, with no additional consideration to the Fund. In addition, at July 30, 2008 there were 
1,300,416 Fund unit options exercisable with exercise prices ranging from $2.125 to $4.25 and 225,929 units 
outstanding pursuant to the Restricted Equity Unit Plan. 

Distributable Cash 
Distributable cash, distributable cash per basic unit, distributable cash per diluted unit and payout ratio are non-GAAP 
measures generally used by Canadian open-ended income funds as an indicator of financial performance and should 
not be seen as measures of liquidity or substitutes for comparable metrics prepared in accordance with GAAP. These 
measures of the Fund’s distributable cash may differ from similar calculations as reported by other similar entities and 
accordingly may not be comparable with distributable cash as reported by such entities. 

The Fund defines distributable cash as cash flow from operating activities before changes in non-cash working capital 
and changes in pension and other post-retirement benefits and after maintenance of business capital expenditure and 
contributions to any reserves the Board of Trustees deems to be reasonable and necessary for the operations of the 
Fund.

The Fund believes distributable cash is a useful financial measure to help investors, management and other 
stakeholders evaluate the performance of the Fund. 

The following is the Fund’s calculation of distributable cash for the three and six month periods ended June 30, 2008 
and 2007. 

                                                          Three months ended June 30 Six months ended June 30 
(in thousands of dollars) 2008 2007 2008 2007

  

  
Cash flow from operating activities  $12,232 $29,616 $(31,726) $(9,603) 

Changes in non-cash working capital  (1,167)                  (19,294)  43,887 20,874 
Change in pension and post retirement benefits  413 790 1,104 1,452 
Maintenance capital expenditure (564) (125) (717) (320) 
Distributable cash 10,914 10,987              12,548 12,403 

Distributable cash per unit (basic and diluted)  30.6 cents 29.8 cents 35.3 cents 33.7 cents 
Distributions declared per unit for the period:  
  Regular  17.5 cents 17.5 cents    35.0 cents 35.0 cents 
  Special - - 5.0 cents -
  Total  17.5 cents 17.5 cents 40.0 cents 35.0 cents 
Payout ratio: 
   Regular 57% 59% 99% 104% 
   Total 57% 59% 113% 104% 
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Changes in non-cash working capital have been excluded from the calculation of distributable cash as the cash 
generated or required for this is seasonal in nature and is financed by the Fund’s revolving term debt. The decrease in 
pension and other post-retirement benefits has also been excluded from the calculation of distributable cash as this 
relates to the settlement of a long-term obligation of CanWel that was outstanding prior to the conversion to a trust. This 
obligation will be settled by an increase in the borrowings of the Fund. 

The Fund and its majority-owned partnership, CHP, make monthly distributions of available cash to unitholders and 
exchangeable partnership unitholders of record on the last business day of each month payable on or about the 20th 
day of the month following. The amount of cash distributed per unit is equal to a pro rata share of interest received on 
the notes and distributions received from CanWel common shares after deducting expenses of the Fund during the 
month for which the distribution is calculated. 

During the six months ended June 30, 2008, the Fund declared total distributions to unitholders of $9.7 million. Also, 
during this period, the Fund’s majority-owned partnership, CHP, declared total distributions to exchangeable partnership 
unitholders of $4.5 million. Included in these distributions was a one-time special distribution of $0.05 per unit, which 
totalled $1.8 million. The June 30, 2008 distribution was accrued and paid to unitholders on July 18, 2008. 

The amounts and record dates of distributions declared were as follows (in thousands of dollars, except per unit 
amounts):

  Trust Units Exchangeable Partnership Units 
   Amounts  Amounts 
Record date $ per unit $ per unit 

January 31, 2008 1,411 $0.05833 650 $0.05833 
February 29, 2008 1,412 $0.05833 650 $0.05833 
March 31, 2008 2,638 $0.10833 1,207 $0.10833 
April 30, 2008 1,420 $0.05833 650 $0.05833 
May 30, 2008 1,426 $0.05833 650 $0.05833 
June 30, 2008 1,426 $0.05833 650 $0.05833 

  9,733 $0.39998 4,457 $0.39998 

The Trustees of the Fund have equalized monthly distributions notwithstanding the impact of seasonal fluctuations in 
distributable cash. The Trustees consider this seasonality in assessing the levels of available cash at the end of each 
reporting period. The total distributions to unitholders were more than the aggregate distributable cash of the Fund in 
the three and six months ended June 30, 2008.  

The Canadian Institute of Chartered Accountants (CICA) have released guidance on the measurement and disclosure 
of distributable cash in income trusts and other flow-through entities. The Fund is reviewing the guidance and 
considering whether it will provide better disclosure for unitholders. The CICA guidance has not yet been adopted by 
many income trusts. 
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Future and Contractual Obligations 
The following table shows, as at June 30, 2008, the Fund’s contractual obligations within the periods indicated. 

Payment Made by Year 
Contractual Obligations 

(in thousands of dollars)  Total 2008 2009-2010 2011-2012 Thereafter 

Long-Term Debt  $146,490 $582 $1,261 $144,647        $ — 
Capital Lease Obligations 10 2 8 —           — 
Operating Leases  36,451 3,260 11,755 9,081      12,535 
Total Contractual Obligations  $182,951 $3,844 $13,024 $153,728     $12,535 

Hedging
The Fund undertakes sale and purchase transactions in foreign currency and therefore, is subject to gains and losses 
due to fluctuations in foreign exchange rates. 

The Fund utilizes foreign exchange contracts to reduce exposure to fluctuations in foreign currency exchange rates. 
The Fund does not purchase or hold forward exchange contracts for speculative purposes. As at June 30, 2008, 
contracts held were not material to operations. 

Related Party Transactions 
The Fund has transactions with related parties in the normal course of operations at exchange amounts as agreed 
between the related parties. Certain distribution facilities used by the Fund to store and process inventory are leased 
from a company in which a Trustee has a minority interest and treatment plants are leased from entities solely 
controlled by a Trustee. All lease rates were market tested in advance of the signing of the lease agreements. Lease 
payments to such related parties were $1,165,360 in the six months ended June 30, 2008, compared to $1,278,000 in 
the same period in 2007. 

During the six months ended June 30, 2008, the Fund was charged professional fees of $353,826 (2007—$322,361) by 
a company owned by an officer of the Fund. Additionally, fees of $397,650 (2007—$307,044) were paid for 
management fees and other services to a company controlled by a Trustee of the Fund. 

As at June 30, 2008, accounts receivable owed by a Trustee in respect of advances for expenses totalled $31,011 
(2007—$30,000). The Fund has real estate operating lease commitments with related parties. The minimum payments 
under the terms of these leases are as follows: $1,165,360 in 2008, $2,330,719 in 2009, $2,784,863 in 2010, 
$2,448,063 in 2011, $2,448,063 in 2012 and $10,183,615 thereafter. 

Additional information is contained in note 13 of the December 31, 2007 audited consolidated financial statements. 

Contingencies and Commitments 
Lease Commitments 
The Fund has operating lease commitments for the rental of most of its distribution centre and treatment plant 
properties in Canada and for vehicles, warehouse equipment, a computer hosting contract and the leasing of computer 
network communication lines. 
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Future minimum payments due under the terms of these leases are as follows: 

Year ending December 31 (in thousands of dollars) $

 2008 (6 months) 3,260 
 2009 6,109 
 2010 5,646 
 2011 4,980 
 2012 4,101 
 Thereafter 12,355 

  36,451 

Buyback Arrangements 
Under buyback arrangements, the Fund is committed to financial institutions to purchase the inventories of some of its 
customers, limited to the lesser of the amount of the advance and the value of these inventories. In the case that the 
Fund is called upon for these commitments, the inventory would normally be sold in the normal course of operations. At 
June 30 2008, amounts for which the Fund could be called upon totaled $1.4 million (2007 - $1.2 million). The 
agreements expire at various dates in 2008. 

Claims
During the normal course of business, certain product liability and other claims have been brought against the Fund 
and, where applicable, its suppliers. While there is inherent difficulty in predicting the outcome of such matters, 
management has contested the validity of these claims and, based on current knowledge, believes that they are without 
merit and does not expect that the outcome of any of these matters, individually or in the aggregate, would have a 
material adverse effect on the consolidated financial position, results of operations or future earnings of the Fund. 

Guarantees 
The Fund has issued letters of credit totalling $1.8 million (June 30, 2007- $1.8 million) in respect of historical 
obligations for an unfunded closed pension fund for former executives. The Fund has issued a letter of credit of $1 
million as security for an operating line of credit with a financial institution. In addition, at June 30, 2008, various letters
of credit totalling $251,000 (2007- $190,000) were issued. These expire as to $82,000 in 2008 and $169,000 in 2011. 

Additional information is contained in notes 7 and 9 of the December 31, 2007 audited consolidated financial 
statements.

Critical Accounting Estimates 
The preparation of financial statements in conformity with Canadian generally accepted accounting principles (“GAAP”) 
requires management to make estimates and assumptions that affect the amounts reported in the financial statements 
and accompanying notes. Financial results as determined by actual events could differ from those estimates. 

Significant areas requiring estimates are asset valuations, inventory, the composition of future income taxes, volume 
rebates, unit-based compensation and certain actuarial and economic assumptions (as disclosed in Note 9 of the 
audited financial statements for year ended December 31, 2007) used in the determination of the cost and accrued 
benefit obligations of employee future benefits. Management believes the estimates utilized in preparing its financial 
statements are reasonable. Actual results may differ from these estimates. 
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Changes in Accounting Policies 

New accounting policies 

Effective January 1, 2008, the Fund adopted new CICA standards 1535, 3031, 3862 and 3863. 

Section 1535 - Capital disclosures 
This section specifies the disclosure of the Fund’s objectives, policies and processes for managing capital. 

Section 3031 - Inventories 
This section prescribes the accounting treatment for inventories and provides guidance on the determination of 
cost and subsequent recognition as an expense, including any write-down to net realizable value. 

Inventories are stated at the lower of average cost and net realizable value. Cost is determined by the first-in, 
first-out method, net of vendor rebates and includes materials, freight and, where applicable, treatment costs. 

The adoption of this new standard had no financial effect on the consolidated financial statements of the Fund. 

Section 3862 and 3863 – Financial instrument disclosures and presentation 
This section enhances the disclosure requirements on the nature and extent of risks arising from financial 
instruments and how the Fund manages those risks. 

Additional disclosure has been made in the Fund’s financial statements for the three and six months ended June 
30, 2008. 

Future changes in accounting policies 

On February 13, 2008, the Canadian Accounting Standards Board confirmed that Canadian generally accepted 
accounting principles (“Canadian GAAP”) will cease to exist for all publicly accountable enterprises targeted for fiscal 
years commencing January 1, 2011. From that date onward, publicly traded companies and certain other publicly 
accountable enterprises will be required to report under International Financial Accounting Standards (“IFRS”). The 
impact of the transition to IFRS on the Fund’s consolidated financial statements has not been determined. 

Effective January 1, 2009, the Fund will adopt new CICA standards 3064- “Goodwill and Intangible Assets”. This section 
replaces Section 3062, “Goodwill and Intangible Assets”, and establishes revised standards for the recognition, 
measurement, presentation and disclosure of goodwill and intangible assets.  Concurrent with the effective date of 
this standard, EIC-27 “Revenues and expenditures in the pre-operating period” will be withdrawn. Accordingly 
pre-production and start-up costs will be expensed as incurred. The Fund is considering the effect this standard may 
have on its financial statements. 

Disclosure Controls and Internal Controls Over  
Financial Reporting 
As required by Multilateral Instrument 52-109, the management of CanWel, under the supervision of the Chief 
Executive Officer (“CEO”) and Chief Financial Officer (“CFO”) of CanWel, evaluated the effectiveness of the Fund’s 
disclosure controls and procedures. Based on that evaluation, the CEO and CFO have concluded that such 
disclosure controls and procedures are effective. The CEO and CFO acknowledge responsibility for the design of 
internal control over financial reporting (“ICFR”) as at June 30, 2008, and confirm that in the three months ended 
June 30, 2008, there were no changes in these controls which materially affected, or are reasonably likely to 
materially affect, the Fund’s ICFR. 
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Risks and Uncertainties 
The Fund is subject to normal business risks associated with distribution firms operating within the building materials 
industry in Canada, which are described in greater detail in our AIF dated March 31, 2008, and our public filings on 
SEDAR, which the reader is encouraged to review. Demand for the Fund’s products is significantly dependant upon 
the home renovation and new home construction markets that are cyclical in nature. The renovation and new home 
construction markets have sensitivity to many market factors including interest rates, employment and income levels. 
A significant change in any or all of these factors could have a material effect on the Fund’s financial performance. In 
addition, there are numerous risks associated with an investment in units, which are also further described in our AIF 
dated March 31, 2008 and our public filings on SEDAR  We urge the reader to review these filings and descriptions in 
detail as not all risks are set out below and they are only summarized herein. 

Approximately 40% of the Fund’s revenue comes from commodity type products. The risk associated with commodity 
type products is two-fold: 1) the movement up or down of the average price has a direct impact on the Fund’s 
revenues and margins; and 2) price volatility on the down side could have a negative impact on inventory valuations, 
revenues and margins. 

A material change in the financial health of the Fund’s customers or suppliers within the value chain would have a 
negative impact on the firm’s performance. The Fund’s ability to effectively manage growth of sales and margins with 
the Fund’s customers, source products from the Fund’s supply base, manage and control internal expenses, and 
manage credit facilities with its customer base could also negatively impact the Fund’s performance. 

Dependence on Market Economic Conditions 
Demand for the Fund’s products depends significantly upon the home improvement, new residential and commercial 
construction markets. The level of activity in the home improvement and new residential construction markets depends 
on many factors, including the general demand for housing, interest rates, availability of financing, housing affordability, 
levels of unemployment, shifting demographic trends, gross domestic product growth, consumer confidence and other 
general economic conditions, in both Canada and the USA. Since such markets are sensitive to cyclical changes in the 
economy, future downturns in Canadian and/or United States economies would have a material adverse effect on the 
Fund.

Sales and Margin Risk 
As a distributor, the Fund’s profitability depends on its ability to maintain and grow sales to its customers and to sustain 
its profit margins. If the Fund’s cost of goods increases, for example through increased prices from suppliers for 
products or increases in commodity prices for products the Fund has already agreed to sell, operating costs increase or 
if competitors compete more aggressively with the Fund, its sales or margins, or both, would be adversely affected. 
Some of the Fund’s competitors may bundle products that compete with those of the Fund’s for promotional purposes 
or as a long-term pricing strategy or provide guarantees of prices and product implementations. These practices could, 
over time, limit the prices that the Fund can charge for its products. In such circumstances, if the Fund cannot offset 
price reductions with a corresponding increase in sales or with reduced expenses, then the Fund’s margins and 
operating results would be adversely affected. 

Supply of Commodities and Volatility of Commodity Prices 
The financial performance of the Fund is directly influenced by the cost of certain commodity products, such as 
plywood, oriented strand board, panel boards and lumber, which are subject to significant volatility. There can be no 
assurance that the Fund’s manufacturers or suppliers will continue to have these commodity products available to them 
at reasonable prices or that significant increases in the costs of such commodities or that significant decreases in 
pricing negatively impacting revenues and margins, will not materially adversely affect the operations or financial results 
of the Fund. Market prices and market conditions may be impacted by trade lobbyists in the United States or the state of 
the United States economy. 
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Customer Risk 
The Fund does not have long-term contracts with any of its major customers. As a result, the loss of any of the Fund’s 
major customers could have a material adverse effect upon the Fund’s results of operations and financial condition. 

Renewals of Supply and Customer Arrangements Are Not Guaranteed 
The majority of the Fund’s supply and customer arrangements vary significantly in length. Most arrangements are for 
individual purchase orders and are satisfied upon delivery of the goods to the customer. Some arrangements involve 
customers purchasing goods several months in advance of delivery. These arrangements, known as bookings, vary in 
length but are generally less than nine months long. There can be no assurance that these customers will renew their 
bookings or continue to place purchase orders with the Fund. 

Environmental Risks 
With the completion of the acquisition in 2007 of pressure treatment plants, the Fund could, as lessee, be liable for the 
cost of the removal and remediation at the plants under various federal, provincial and local laws and regulations. The 
remediation costs and other costs required to clean up or treat contaminated sites could be material. Contamination on 
and from the Fund’s sites may subject it to liability to third parties or government authorities for injuries to persons, 
property or the environment and could adversely affect the Fund’s ability to operate these plants, which could negatively 
impact the Fund’s performance. 

Preservative Supply 
The business of the treating plants is dependent on preservative supply. Changes in global markets, government 
regulations and other political developments may reduce or affect the production of preserving products. An interruption 
or reduction in the business operations of preservative suppliers could adversely affect the Business. In addition, natural 
disasters may impact market prices or market conditions may be impacted by United States trade lobbyists, or the state 
of the United States economy. 

There are a limited number of suppliers for certain of the preservatives that CanWel utilizes in its pressure treating 
process at the Plants, which lessens the availability of alternate sources of supply in the event of unforeseen shortages or 
disruptions of production. Such events may adversely impact production at the Plants, which may adversely affect the 
Business. 

Interest Rate Risk 
CanWel is a building materials distributor, which utilizes significant leverage to finance day-to-day operations. The 
interest cost of the loans is prime-based. Increases in prime lending rates may reduce net profits after tax. In addition, 
increases in interest rates or interest costs could negatively impact the business of CanWel’s customers, and potentially 
adversely affect the Fund’s business, financial condition and results of operations. 

Information Systems Risk 
CanWel’s ERP system provides information to management which is used to evaluate financial controls, reporting and 
sales analysis and strategies. There can be no assurance that the ERP or other systems will provide the information 
and benefits expected by management. CanWel may also experience disruptions in its business and a diversion of 
management’s attention to CanWel’s business relating to the ERP system. Any of these factors could have a material 
adverse impact on CanWel’s business and results of operations, and accordingly the Fund. 

Acquisition Risk 
A key component in the Fund’s growth strategy is to complete acquisitions or other business combinations. Acquisitions 
and business combinations involve inherent risks, including assumption of transaction costs, risk of non-completion, 
undisclosed liabilities, assimilation and successfully managing growth. While CanWel conducts extensive due diligence 
and takes steps to ensure successful assimilation, factors beyond CanWel’s control could influence the results of 
acquisitions. In addition, CanWel continually seeks acquisition candidates in selected markets and from time to time 
engages in exploratory discussions and due diligence with suitable candidates, which may necessitate deployment of  
time and direct resources. There can be no assurance, however, that CanWel will be able to identify, acquire and 
integrate appropriate businesses or obtain financing for such acquisitions on satisfactory terms. There can also be no 
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assurance that competition for acquisition candidates will not escalate, thereby increasing the costs of making 
acquisitions. In addition, the process of investigating or integrating a company’s business into CanWel’s operations may 
result in operating difficulties and/or expenditures, may absorb significant management attention that would otherwise 
be available for the ongoing development of CanWel’s business, may cause disruptions to the ongoing business, may 
involve the assumption of significant disclosed and undisclosed liabilities and may result in unanticipated expenses, 
events or circumstances and possibly charges to operating results. There can be no assurance that a given acquisition, 
whether or not consummated, would not have an adverse effect on the business. 

Competition
The Fund faces competition from one or more competitors in all geographic areas where its Distribution Centres are 
located. The Fund competes with distributors, product manufacturers that engage in direct sales and mass 
merchandisers. There can be no assurance that the Fund’s principal competitors will not be successful in capturing, or 
that new competitors will not emerge and capture, a share of the Fund’s present or potential customer base. In addition, 
it is possible that some of the Fund’s suppliers or customers could become competitors of the Fund if they decide to 
distribute their own building materials products. Furthermore, if one or more of the Fund’s competitors were to merge or 
partner with another of its competitors, the change in the competitive landscape could adversely affect the Fund’s ability 
to compete effectively. Disruptions in the Fund’s business caused by these events could reduce its revenues, business, 
financial condition and results of operations. 

Supply-Side Risks 
As is customary in the building materials/distribution industry, the Fund does not have long-term contracts with any of its 
major suppliers. Although the Fund believes that it has access to similar products from competing suppliers, any 
disruption in the Fund’s sources of supply, particularly of the most commonly sold items or any material fluctuation in 
the quality, quantity or cost of such supply, could have a material adverse effect upon the Fund’s results of operations 
and financial condition. Supply shortages occur at times as a result of unanticipated demand, production difficulties or 
delivery delays. In such cases, building material and commodity suppliers often allocate products among distributors. 
Future supply shortages may occur from time to time and may have a short-term material adverse effect on the Fund’s 
results of operations and financial conditions. 

Inventory Risk 
Large sales volumes and low gross margins characterize the wholesale forest products and building materials 
distribution industry. It is highly sensitive to price, quality, timeliness of delivery and continuity of supply. In addition, 
demand for some of the Fund’s products is cyclical and prices can change rapidly. The Fund’s buying practices are 
designed to minimize the risk of rapidly changing prices, although there can be no assurance that such practices will 
reduce risk. Substantially all purchases are made based on current orders and anticipated sales, and substantially all 
sales are made against inventory or product on order. Inventory levels are monitored in an attempt to achieve balance 
between maximum inventory turnover and optimal customer service. However, as a wholesale building products 
distributor, the Fund maintains significant quantities of inventory, the value of which is subject to the risk of changing 
prices. 

Importation of Foreign Products 
Similar products to those distributed by the Fund may be imported into North America from countries with low labour 
costs. Any increase in the importation of products similar to those distributed by the Fund by other parties could 
increase competition for distributors in North America. An increase in such imports in North America could reduce the 
Fund’s sales and opportunities for growth and adversely affect the Fund’s business, financial condition and results of 
operations. 

Credit Risk 
The Fund extends credit facilities to its customers, which are generally unsecured. Although the Fund has a system of 
credit management in place, there is a risk that some of the Fund’s customers may not be able to meet their obligations 
when they become due. The loss of a large receivable would have a substantial adverse effect on the Fund’s 
profitability.
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Outlook

CanWel’s focus in the near term is to continue to enhance its trading margins whilst maintaining tight controls over 
expenses. CanWel is committed to enhancing the offering of hardware and specialty products to the Canadian market.  

Although regional disparities exist, the larger Canadian economic environment remains reasonable in the western part 
of the country and shows signs of softening in eastern Canada. Overall employment and income levels remain healthy 
and unemployment is at 6.1% as at June 30, 2008, which is historically low. However, this has resulted in single family 
new home construction levels declining during the first half of 2008. According to the Canadian Mortgage and Housing 
Corporation (“CMHC”), housing starts for 2007 were 228,000, which compares to 227,000 for 2006 and 225,000 for 
2005. CMHC forecasts housing starts for 2008 to be 212,000. The seasonally adjusted annual rate of housing starts at 
June 30, 2008, was 217,000, close to the annual rate forecasted by CMHC. Existing home sales have also slowed 
during the first half of 2008 in comparison to 2007. According to CMHC, it takes two years for renovations occur after a 
existing home sale. Existing home re-sales continued to remain strong during 2007 increasing by 7.6% over 2006 which 
forms a solid foundation for our renovation market in Canada in the short run.����

Although we have seen some impact on the Fund’s operations (in terms of lumber and panel products pricing) from the 
current turmoil in the international financial markets and the slowdown in the housing market in the United States, it is 
difficult to determine the potential impact of these events. However, it is possible that these events may have an 
adverse impact on the economy or the Fund’s operations or performance in the future. 

Federal Tax Announcement 
On June 22, 2007, Bill C-52, which significantly modifies the income tax rules applicable to certain publicly traded or 
listed trusts and partnerships, received Royal Assent.  In particular, certain income of (and distributions made by) these 
entities will be taxed in a manner similar to income earned by (and distributions made by) a corporation. 

These rules are effective for the 2007 taxation year with respect to trusts which commence public trading after October 
31, 2006.  For trusts which were publicly traded or listed prior to November 1, 2006, the application of the rules are 
delayed to the earlier of (i) the trust's 2011 taxation year, and (ii) a taxation year of the trust in which the trust exceeds 
normal growth as determined by reference to the normal growth guidelines, as amended from time to time, unless that 
excess arose as a result of a prescribed transaction. 

On December 15, 2006, the Department of Finance (“Finance”) released the normal growth guidelines for income trusts 
and other flow-through entities that qualify for the four-year transitional relief. The guidance establishes objective tests 
with respect to how much an income trust is permitted to grow without jeopardizing its transitional relief. 

In general, the Fund will be permitted to issue new equity in each of the next three years equal to the greater of $50 
million and a certain percentage of the Fund's market capitalization as of the end of trading on October 31, 2006 (up to 
100% percent during the transitional period).  This latter amount is cumulative to the extent it is not used in a given year 
and, accordingly, the Fund will be permitted to issue new equity during the transitional period at least equal to its October 
31, 2006 market capitalization (subject to the applicable annual limits).  Market capitalization, for these purposes, is to be 
measured in terms of the value of the Fund's issued and outstanding publicly-traded units.  If these limits are exceeded, 
the Fund may lose its transitional relief and thereby become immediately subject to the new rules.  

On July 14, 2008, Finance announced proposed amendments to the Income Tax Act (Canada) (“Tax Act”) to facilitate the 
conversion of existing income trusts, real estate investment trusts and other public flow-through entities into corporations 
on a tax deferred basis (the “Conversion Rules”). The Conversion Rules address many of the principal substantive and 
administrative issues that currently arise when structuring a corporate conversion under the Tax Act.  

The July 14, 2008 amendment proposals also included technical amendments to clarify certain aspects of the new rules.  
One of the proposed amendments is intended to exempt from the new rules an “excluded subsidiary entity” which is 
defined to include a subsidiary trust or partnership none of the equity of which (i) is listed or traded on a stock exchange 
or other public market, nor (ii) is held by any person or partnership other than by a publicly traded trust or partnership, a 
taxable Canadian corporation, real estate investment trust, an “excluded subsidiary” entity for the taxation year or a 
combination of these entities.   
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The Fund is considering these legislative changes and their possible impact to the Fund. The new rules (including the 
normal growth guidelines released on December 15, 2006) may adversely affect the marketability of the Fund's units and 
the ability of the Fund to undertake financings and acquisitions, and, at such time as the new rules apply to the Fund, the 
distributable cash of the Fund may be materially reduced. There is no certainty that the proposed amendments will be 
enacted in the form proposed, if at all. 

Effective June 12, 2007, income trusts were required to recognize future income taxes based on temporary differences 
that are expected to reverse after 2011. The Fund’s structure means that it has already been accounting for future 
income taxes and there is no impact on the Fund’s financial statements. 


