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Management’s Discussion and Analysis

Letter to Shareholders
Following an extended period of pricing pressure on building material 
products which began in the second half of 2018 and lasted well into 
2019, I am pleased and encouraged to see some measure of stability and 
strength in pricing come back to the lumber, OSB and plywood markets in 
the latter part of the year. While pricing levels are nowhere near the peaks 
of 2018, the combination of an improved pricing environment on lumber, 
our actions towards executing our strategic growth objectives, managing 
costs, and optimizing operational effi  ciencies resulted in strong fi nancial 
results as we closed out 2019. Exiting the year, all of our key fi nancial 
metrics including revenues, gross margin, EBITDA and net income were 
inline, and in some instances exceeded our expectations in the last quarter 
of the year, while paying our shareholders a quarterly dividend of $0.14 
per common share, or $0.56 per common share, on an annual basis. 

The unprecedented reversal and decline in the pricing in the lumber, 
OSB and plywood markets which started in the second half of 2018 impacted the better part of our 
full year 2019 results. Despite, the severity of the pricing volatility we experienced during the year, 
I am once again pleased with the resilience of our diversifi ed business model withstanding these 
macroeconomic cycles resulting in annual revenues, gross margin, Adjusted EBITDA, and net 
earnings totaling $1.3 billion, $191.9 million, $85.8 million, and $17.2 million, respectively in 2019.  

Our ability to withstand market and pricing volatilities of the past year and a half can be primarily credited 
to the successful acquisitions we completed throughout the years, which have and continue to diversify 
our business model, and enhance shareholder value.  In addition to our successful acquisition program, 
the business continues to demonstrate robust results and contribute towards diversity with growth in 
the specialty and allied products category. The credit markets also noticed this and I am very proud 
that we were able to renew and extend our main credit facilities for a further fi ve years in December. 

Despite, the pricing headwinds of late 2018 and 2019, and at times volatile market conditions, 
we remain very enthusiastic and confi dent about the growth prospects ahead. We look forward to 
further demonstrating the strength and leverage available in our business model as we continue to 
take advantage of sensible organic growth opportunities, as well as strategic scenarios where we 
can accelerate growth. Our balance sheet remains growth friendly, and we continue to diligently 
use leverage and our cost of capital to plan for the future growth and success of the business. 

I would like to take this opportunity to extend my appreciation to the Board of Directors 
for their continued wisdom and stewardship. I would also like to thank our employees, 
customers, suppl iers and our shareholders for your ongoing support  and loyal ty.  

Sincerely,

Amar S. Doman
Chairman and CEO
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Management’s Discussion and Analysis

This Management’s Discussion and Analysis (“MD&A”) provides a review of the significant developments that haveve
impacted CanWel Building Materials Group Ltd. (the “Company”), in the quarter and year ended December 31, 20199
relative to 2018. This discussion of the financial condition and results of operations of the Company should be read
in conjunction with the Company’s audited consolidated financial statements and notes thereto for the year ended
December 31, 2019 (the “2019 Consolidated Financial Statements”). The financial information in this MD&A has been
prepared in accordance with International Financial Reporting Standards (“IFRS”), applicable to the preparation of
financial statements.

This MD&A, the associated 2019 Consolidated Financial Statements and the 2019 Letter to Shareholders (the “2019
Reporting Documents”) contains historical information, descriptions of current circumstances and statements about
potential future developments and anticipated financial results, performance or achievements of the Company and
its subsidiaries. The latter statements, which are forward-looking statements, are presented to provide guidance to 
the reader but their accuracy depends on a number of assumptions and are subject to various known and unknown
risks and uncertainties. Forward-looking statements are included under the headings “Business Overview”, “Outlook”,
“Commitments and Contingencies”, “Sales and Gross Margin”, “Dividend Policy” and “Liquidity and Capital
Resources”. When used in this MD&A, such statements may contain such words as “may,” “will,” “intend,” “should,”
“expect,” “believe,” “outlook,” “predict,” “remain,” “anticipate,” “estimate,” “potential,” “continue,” “plan,” “could,” tt
“might,” “project,” “targeting” or the inverse or negative of these terms or other similar terminology. Forward-looking 
information in the 2019 Reporting Documents includes, without limitation, statements regarding funding requirements, 
dividends, commodity pricing, interest rates, economic data and housing starts. These statements are based on 
management’s current expectations regarding future events and operating performance, are based on information
currently available to management, speak only as of the date of the 2019 Reporting Documents and are subject to
risks which are described in the Company’s current Annual Information Form dated March 29, 2019 (“AIF”) and the
Company’s public filings on the Canadian Securities Administrators’ website at www.sedar.com (“SEDAR”) and asi
updated from time to time, and would include, but are not limited to, dependence on market economic conditions,
sales and margin risk, acquisition and integration risks and operational risks related thereto, competition, information
system risks, availability of supply of products, risks associated with the introduction of new product lines, product
design risk, product liability risk, environmental risks, volatility of commodity prices, inventory risks, customer and
vendor risks, contract performance risk, availability of credit, credit risks, performance bond risk, currency risks,
insurance risks, risks related to climate change, risks related to the impact of local, national, and international health
concerns, interest rate risks, tax risks, risks of legislative changes, international trade and tariff risks, resource industry
risks, resource extraction risks, risks relating to remote operations, forestry management and rr silviculture, fire and natural 
disaster risks, key executive risk and litigation risks. 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. Some of the key assumptions include, but are not limited to, assumptions regarding
the performance of the Canadian and the United States economies, interest rates, exchange rates, capital and loan
availability, commodity pricing, the Canadian and the US housing and building materials markets; international traderr
matters; post-acquisition operation of a business; the amount of the Company’s cash flow from operations; tax laws;
laws and regulations relating to the protection of the environment and natural resources; and the extent of the
Company’s future acquisitions and capital spending requirements or planning in respect thereto, including but not
limited to the performance of any such business and its operation. They are, by necessity, only estimates of future
developments and actual developments may differ materially from these statements due to a number of known and
unknown factors. Investors are cautioned not to place undue reliance on these forward-looking statements. All
forward-looking information in the 2019 Reporting Documents is qualified by these cautionary statements. Although
the forward-looking information contained in the 2019 Reporting Documents is based on what management believes 
are reasonable assumptions, there can be no assurance that actual results will be consistent with these forward-t
looking statements. Certain statements included in the 2019 Reporting Documents may be considered “financial
outlook” for purposes of applicable securities laws, and such financial outlook may not be appropriate for purposes
other than the 2019 Reporting Documents. In addition, there are numerous risks associated with an investment inn
the Company’s common shares and senior unsecured notes, which are also further described in the “Risks annd
UnU certainties” section in these 2019 Reporting Documents and in the “Risk Factors” section of the Company’s AAIF,
anndd as updated from time to time, in the Company’s other public filings on SEDAR. 
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Management’s Discussion and Analysis

The forward-lookinngg statements contained in the 2019 Reporting Documents are made as of the datete of this report, 
and should nott bbe relied upon as representing the Company’s views as of any date subsequent to thee ddate of this 
report. Exceeptpt as required by applicable law, the Company undertakes no obligation to publicly update or ootht erwise 
revise anyny fforward-looking statement, whether as a result of new information, future events, or otherwise.

The innfformation in this report is as at March 11, 2020, unless otherwise indicated. All amounts are reportedd iin
Cananadian dollars.
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis

Leases

Leasess
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis

Gross margin % % %

Leases
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Management’s Discussion and Analysis

Leasess
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis

 Distribution

 Forestryy
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Management’s Discussion and Analysis

Leases

Revenue from Contracts with Customers
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis
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KPMG LLP
PO Box 10426 777 Dunsmuir Street
Vancouver BC V7Y 1K3
Canada
Telephone (604) 691-3000
Fax (604) 691-3031

INDEPENDENT AUDITORS’ REPORT
To the Shareholders of CanWel Building Materials Group Ltd.

Opinion
We have audited the consolidated financial statements of CanWel Building Materials Group Ltd. (the 
“Company”), which comprise:

the consolidated statements of financial position as at December 31, 2019 and December 31, 2018;

the consolidated statements of earnings and comprehensive earnings for the years then ended;

the consolidated statements of changes in equity for the years then ended;

the consolidated statements of cash flows for the years then ended; and, 

notes to the consolidated financial statements, including a summary of significant accounting policies

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
consolidated financial position of the Company as at December 31, 2019 and December 31, 2018, and its 
consolidated financial performance and its consolidated cash flows for the years then ended in 
accordance with International Financial Reporting Standards.

Basis for Opinion
We conducted our audits in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the “Auditors’ Responsibilities for the
Audit of the Financial Statements” section of our auditors’ report.

We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada and we have fulfilled our other responsibilities in accordance 
with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion.   

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 
Swiss entity. KPMG Canada provides services to KPMG LLP.
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OtOthher Information
Management is responsible for the other information. Other information comprises:

the information included in Management’s Discussion and Analysis filed with the relevant Canadian
Securities Commissions.
the information, other than the financial statements and the auditors’ report, included in the Annual
Report filed with the relevant Canadian Securities Commissions.

Our opinion on the financial statements does not cover the other information and we do not and will not 
express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 
misstated. 

We obtained Management’s Discussion and Analysis and the Annual Report filed with the relevant
Canadian Securities Commissions as at the date of this auditors’ report. If, based on the work we have 
performed on this other information, we conclude that there is a material misstatement of this other 
information, we are required to report that fact in the auditors’ report.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to 
continue as a going concern, disclosing as applicable, matters related to going concern and using the going 
concern basis of accounting unless management either intends to liquidate the Company or to cease 
operations, or has no realistic alternative but to do so.

Those charged with governance for the financial statements are responsible for overseeing the Company’s 
financial reporting process.
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AAuditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes 
our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with Canadian generally accepted auditing standards will always detect a material 
misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users taken on the basis of the
financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. 

We also:
Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that 
is sufficient and appropriate to provide a basis for our opinion. 

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company's internal control. 

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company's ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report 
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify 
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Company to cease to continue as a going 
concern.
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Provide those charged with governance for the financial statements with a statement that we have
complied with relevant ethical requirements regarding independence, and communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company (which is the group entity) to express an opinion on the financial 
statements. We are responsible for the direction, supervision and performance of the group audit. We 
remain solely responsible for our audit opinion.

Chartered Professional Accountants

The engagement partner on the audit resulting in this auditors’ report is Andrew James.

Vancouver, Canada
March 11, 2020

Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

Communicate with those charged with governance for the financial statements regarding, among other 
matters, the planned scope and timing of the audit and significant audit findings, including any 
significant deficiencies in internal control that we identify during our audit.
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Consolidated Statements of Financial Position as at December 31

The accompanying notes are an integral part of these consolidated fi nancial statements.
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Consolidated Statements of Earnings and Comprehensive Earnings for the years ended December 31

The accompanying notes are an integral part of these consolidated fi nancial statements.
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Consolidated Statements of Changes in Equity for the years ended December 31

The accompanying notes are an integral part of these consolidated fi nancial statements.
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Consolidated Statements of Cash Flows for the years ended December 31

The accompanying notes are an integral part of these consolidated fi nancial statements.
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

Business Combinations
Non-Current Assets Held for Sale

and Discontinued Operations
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

Private Managed Forest Land Actt
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

Leases

(i) Lessees
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

(ii) Lessors

Leases
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

The Limit
on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

The Limit on a Defined Benefit Asset
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

(i) Non-derivative financial instruments 
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

(ii) Derivative financial instruments 
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

(i) Financial assets
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

(ii) Non-financial assets
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

Building Materials Distribution

Forestryy
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Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

(i) Discount rate 

(ii) Other assumptions
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Revenue from Contracts
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Earn-out commitment

Defined benefit pension plans 
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Annuity contractct

Defined contribution plans

Post-retirement benefits other than pensions 

Total cash payments



CANWEL BUILDING MATERIALS GROUP LTD.

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

65

Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018



CANWEL BUILDING MATERIALS GROUP LTD.

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

66

Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

Assets 



CANWEL BUILDING MATERIALS GROUP LTD.

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

2019 ANNUAL REPORT

67

Notes to the Consolidated Financial Statements for the years ended December 31, 2019 and 2018

Significant assumptions

Sensitivity analysis
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Consolidated Statements of Comprehensive Earnings 
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Fair Value Measurementt
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Distribution

Forestryy
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