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CONSOLIDATED FINANCIAL STATEMENTS 

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

 
The Management of Western Forest Products Inc. (“Western” or the “Company”) is responsible for the 
accompanying Consolidated Financial Statements and all other information in the Management’s Discussion and 
Analysis. The Consolidated Financial Statements have been prepared by Management in accordance with IFRS 
Accounting Standards as issued by the International Accounting Standards Board and, where necessary, reflect 
Management’s best estimates and judgements at this time. The financial information presented throughout the 
Management’s Discussion and Analysis dated February 10, 2026, is consistent with that contained in the 
Consolidated Financial Statements. 

Western maintains systems of internal accounting controls, policies and procedures which it believes provides 
reasonable assurance as to the reliability of the financial records and the safeguarding of its assets. The internal 
accounting control process includes the prudent hiring and training of personnel, adoption and communication of 
appropriate policies, procedures and controls, and employment of an internal audit program. 

The Board of Directors is responsible for ensuring that Management fulfills its responsibilities for financial 
reporting and internal controls. The Board exercises this responsibility primarily through its Audit Committee, 
which is composed solely of independent directors of the Company. The Audit Committee meets periodically with 
Management and the Company’s independent Auditors to satisfy itself that each group is properly discharging 
its responsibilities and to review the consolidated financial statements and the independent Auditors’ report 
thereon. The Company’s independent Auditors have full and free access to the Audit Committee. The Audit 
Committee reports its findings to the Board of Directors for consideration in approving the consolidated financial 
statements for issuance to the shareholders. The Committee also makes recommendations to the Board with 
respect to the appointment and remuneration of the independent Auditors.  

The Consolidated Financial Statements have been audited by KPMG LLP, who were appointed by the 
shareholders at the annual shareholders’ meeting. The Auditors’ Report follows. 

 

 

  
“Steven Hofer” “Glen Nontell” 
    

Steven Hofer Glen Nontell 
President & Chief Executive Officer Chief Financial Officer 

 

February 10, 2026 



  

 
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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KPMG LLP 
777 Dunsmuir Street, 11th floor 
Vancouver BC V7Y 1K3 
Canada 
Tel 604 691 3000 
Fax 604 691 3031 
 

 

INDEPENDENT AUDITOR’S REPORT 

To the Shareholders of Western Forest Products Inc.  

Opinion 

We have audited the consolidated financial statements of Western Forest Products Inc. (the Entity), which 
comprise: 

 the consolidated statements of financial position as at December 31, 2025 and December 31, 2024 

 the consolidated statements of comprehensive loss 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 material 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 Entity as at December 31, 2025 and December 31, 2024, and its 
consolidated financial performance and its consolidated cash flows for the years then ended in accordance with 
IFRS Accounting Standards as issued by the International Accounting Standards Board. 

Basis for Opinion  

We conducted our audit in accordance with Canadian generally accepted auditing standards.  Our 
responsibilities under those standards are further described in the “Auditor’s Responsibilities for the Audit 
of the Financial Statements” section of our auditor’s report.   

We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit of 
the financial statements in Canada and we have fulfilled our other ethical 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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Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of 
the financial statements for the year ended December 31, 2025. These matters were addressed in the context 
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a 
separate opinion on these matters. 

We have determined the matters described below to be the key audit matters to be communicated in our 
auditor’s report. 

Assessment of log and lumber inventory net carrying value 

Description of the matter 

We draw attention to Note 4 to the financial statements. The inventory net carrying value is $181.8 million, of 
which $162.2 million relates to log and lumber inventory. The Entity records inventory at the lower of cost and 
net realizable value. The determination of cost involves the use of complex models. The Entity determines the 
cost of lumber inventory using the average cost of production based on the species and facility where they 
were produced and the cost of log inventory by end sort using the average cost of production by operation 
based on the operational area in which the logs were produced. Net realizable value is the estimated selling 
price in the ordinary course of business, less estimated costs of completion and selling expenses.  

Why the matter is a key audit matter 

We identified the assessment of the log and lumber inventory net carrying value as a key audit matter. This 
matter represented an area of significant risk given the magnitude of log and lumber inventory and the 
complexity of the models.  In addition, significant auditor judgment was required to evaluate the Entity’s selling 
prices used to estimate net realizable value.  

How the matter was addressed in the audit 

The following are the primary procedures we performed to address this key audit matter:  

 We evaluated the design and tested the operating effectiveness over certain controls over the Entity’s 
inventory models including controls over log and lumber production volumes which were an input into 
the models. 

 We assessed the logic used in the models in calculating the average cost of log and lumber inventory 
by testing the accuracy of calculations in the models for a selection of logging operations and lumber 
facilities. 

 For a selection of logging operations and lumber facilities, we compared the models’ inputs for 
volumes and costs to production and cost reports. We assessed the models’ outputs by comparing the 
average cost of lumber by species and facility and logs by operation to the prior year average cost. 

 We compared the Entity’s estimated selling prices used in the determination of net realizable value to 
actual sales prices for sales made near year end and to market price publications by third party 
industry analysts.  

Assessment of the recoverable amount of the integrated forestry operations Cash Generating Unit 
(‘CGU’) 

Description of the matter 

We draw attention to Note 3(a) to the financial statements. The Entity identified indicators of impairment for its 
integrated forestry operations CGU and performed an impairment test to estimate its recoverable amount. As 
the recoverable amount exceeded the carrying value of the CGU, the Entity did not record an impairment loss 
for the year ended December 31, 2025. The recoverable amount is calculated based on the higher of its fair 
value less costs of disposal and its value in use. Significant assumptions used in determining value in use 
included future sales volumes, lumber prices, fibre and production costs, softwood lumber duty and tariff rates, 
trend year earnings before interest, taxes, depreciation and amortization (EBITDA), and the discount rate. 
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Why the matter is a key audit matter 

We identified the evaluation of the recoverable amount of the integrated forestry operations CGU as a key 
audit matter. The value in use was sensitive to changes in certain significant assumptions. Significant auditor 
judgment was required in evaluating the results of our audit procedures. Further, specialized skills and 
knowledge were required in evaluating the discount rate assumptions. 

How the matter was addressed in the audit 

The following are the primary procedures we performed to address this key audit matter: 

 We compared the Entity’s future sales volumes and fibre and production costs to actual results over 
the past five years to evaluate the appropriateness of the Entity’s predicted sales volume and fibre 
and production costs assumptions. We considered changes in conditions and events affecting the 
Entity to assess the adjustments or lack of adjustments made by the Entity in arriving at the assumptions. 

 We evaluated the Entity’s future lumber price assumptions by comparing those assumptions to 
expected commodity prices in third party industry pricing publications and to the Entity’s historical 
realized prices over the past ten years. 

 We compared the Entity’s forecast trend year EBITDA to actual results over the past ten years to 
evaluate the appropriateness of the Entity’s predicted trend year EBITDA assumption. 

 We evaluated the Entity’s forecast softwood lumber duty and tariff rates by comparing them to current 
and historical duty and tariff rates and considered changes in conditions and events affecting the Entity 
to assess the adjustments or lack of adjustments made by the Entity in arriving at the forecast 
softwood lumber duty and tariff rates. 

 We involved a valuation professional with specialized skills and knowledge, who assisted in evaluating 
the discount rate assumption used in the estimated value in use by comparing them against a discount 
rate range that was independently developed using publicly available market data for comparable 
entities. 

Other Information 

Management is responsible for the other information. Other information comprises: 

 the information included in Management’s Discussion and Analysis. 

 the information, other than the financial statements and the auditor’s report thereon, included in the 
“Annual Report”. 

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 and remain alert for indications that the other 
information appears to be materially misstated.     

We obtained the information included in Management’s Discussion and Analysis and the information included 
in the “Annual Report”, as at the date of this auditor’s 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 auditor’s 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 IFRS Accounting Standards as issued by the International Accounting Standards Board, and for such 
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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 Entity’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 Entity or to cease operations, or has no 
realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity’s financial reporting process. 

Auditor’s 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 auditor’s 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 Entity'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 Entity's ability to continue as a going concern. If we conclude that a 
material uncertainty exists, we are required to draw attention in our auditor’s 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 auditor’s report. However, 
future events or conditions may cause the Entity to cease to continue as a going concern. 

 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 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. 

 Provide those charged with governance 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. 
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 Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial 
information of the entities or business units within the group as a basis for forming an opinion on the group 
financial statements. We are responsible for the direction, supervision and review of the audit work 
performed for the purposes of the group audit. We remain solely responsible for our audit opinion. 

 Determine, from the matters communicated with those charged with governance, those matters that were 
of most significance in the audit of the financial statements of the current period and are therefore the key 
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public 
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should 
not be communicated in our auditor’s report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such communication. 

 

 

Chartered Professional Accountants 
 
The engagement partner on the audit resulting in this auditor’s report is Andrew James. 

Vancouver, Canada 

February 10, 2026 
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Western Forest Products Inc. 
Consolidated Statements of Financial Position 
(Expressed in millions of Canadian dollars) 
 
 

 December 31, 
2025 

December 31, 
2024 

Assets    
Current assets:    

Cash and cash equivalents $ 4.3  $ 7.9 
Trade and other receivables 66.1  60.1 
Inventory (Note 4) 181.8  217.1 
Prepaid expenses and other assets 28.0  35.0 
Assets held for sale (Note 5) 11.5  7.4 
Income taxes receivable (Note 15) 8.9  6.6 

  300.6  334.1 
Non-current assets:    

Property, plant and equipment (Note 6) 314.6  349.6 
Timber licenses (Note 7) 84.2  88.2 
Biological assets (Note 8) 15.8  48.6 
Other assets (Note 9) 12.8  87.4 
Goodwill (Note 10) 7.1  7.5 
Deferred income tax assets (Note 15) 2.9  0.1 

  $ 738.0  $ 915.5 

Liabilities and Equity    
Current liabilities:    

Bank indebtedness $ 0.4  $ - 
Accounts payable and accrued liabilities 88.9  110.7 
Liabilities directly associated with assets held for sale (Note 5) -  0.3 
Income taxes payable (Note 15) 0.2  - 
Lease liabilities (Note 12) 7.3  6.7 
Reforestation obligation (Note 13) 6.7  7.3 
Deferred revenue (Notes 21, 24) 2.0  2.0 

  105.5  127.0 
Non-current liabilities:    

Long-term debt (Note 11) 37.6  85.5 
Lease liabilities (Note 12) 13.8  12.8 
Reforestation obligation (Note 13) 13.6  14.6 
Other liabilities (Note 14) 10.6  11.8 
Deferred revenue (Notes 21, 24) 38.4  40.5 
Deferred income tax liabilities (Note 15) 36.4  57.0 

  255.9  349.2 
Equity:    

Share capital (Note 16) 405.4  405.4 
Contributed surplus 8.9  8.9 
Translation reserve 4.8  8.1 
Retained earnings 57.5  135.8 

 Total equity attributable to equity shareholders of the Company 476.6  558.2 
 Non-controlling interest (Note 17)  5.5  8.1 
  482.1  566.3 
  $ 738.0  $ 915.5 
     
Commitments and contingencies (Note 21) 
 See accompanying notes to these consolidated financial statements. 
 
  
Approved on behalf of the Board: 

  
 “Daniel Nocente” “Steven Hofer” 
 Chair President & Chief Executive Officer 
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Western Forest Products Inc. 
Consolidated Statements of Comprehensive Loss 
(Expressed in millions of Canadian dollars except for per share amounts) 
 

    Year ended December 31, 
      2025  2024 
         
Revenue (Note 24)     $ 986.5  $ 1,063.9 
Costs and expenses:        

Cost of goods sold     910.5  973.7 
Freight     58.6  69.1 
Export tax (Note 21(a, b))     92.8  24.5 
Selling and administration     43.0  43.0 

      1,104.9  1,110.3 
Operating loss prior to restructuring and other items  (118.4)  (46.4) 

Operating restructuring items (Note 25)     (1.9)  (5.5) 
Other income (Note 26)     21.6  6.5 

Operating loss     (98.7)  (45.4) 
Finance costs (Note 27)     (15.5)  (6.7) 

Loss before income taxes     (114.2)  (52.1) 
Income tax recovery (Note 15)        

Current     (7.8)  (5.8) 
Deferred     (24.0)  (11.8) 

      (31.8)  (17.6) 
         
Net loss     (82.4)  (34.5) 

        
Net loss attributable to equity shareholders of the Company  (79.8)  (30.4) 
Net loss attributable to non-controlling interest     (2.6)  (4.1) 

     (82.4)  (34.5) 
        

Other comprehensive loss        
Items that will not be reclassified to profit or loss:        

Employee future benefits actuarial gain (loss) (Note 22)     2.5  (1.2) 
Income tax (expense) recovery (Note 15)     (0.7)  0.3 

Total items that will not be reclassified to profit or loss    1.8  (0.9) 
        

Items that may be reclassified subsequently to profit or loss:     
 Foreign currency translation differences for foreign operations  (3.3)  6.2 

Total comprehensive loss     $ (83.9)  $ (29.2) 

         
Loss per share (in dollars) (Note 19)        

Basic and diluted     $ (7.56)  $ (2.88) 
         
  

  
 See accompanying notes to these consolidated financial statements. 
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Western Forest Products Inc. 
Consolidated Statements of Changes in Equity 
(Expressed in millions of Canadian dollars)      
      
 

 Share Capital      
 

Number (1) Amount 
Contributed 

surplus 
Translation 

reserve 
Retained 
earnings 

Non-
controlling 

interest Total equity 

Balance at December 31, 2023 10,558  405.4  8.8  1.9  148.9  2.9  567.9 
Net loss - - - - (30.4) (4.1) (34.5) 
Other comprehensive income (loss):        

Employee future benefits actuarial loss - - - - (1.2) - (1.2) 
Income tax recovery on actuarial loss (Note 15) - - - - 0.3 - 0.3 
Foreign currency translation differences for foreign operations - - - 6.2 - - 6.2 

Total comprehensive income (loss)  - - - 6.2 (31.3) (4.1) (29.2) 
Stock options recognized in equity (Note 18(a)) - - 0.1 - - - 0.1 
Non-controlling interest  - - - - 18.2 9.3 27.5 
Total transactions with owners, recorded directly in equity - - 0.1 - 18.2 9.3 27.6 
Balance at December 31, 2024 10,558  405.4  8.9  8.1  135.8  8.1  566.3 
Net loss - - - - (79.8) (2.6) (82.4) 
Other comprehensive income (loss):        

Employee future benefits actuarial gain - - - - 2.5 - 2.5 
Income tax expense on actuarial loss (Note 15) - - - - (0.7) - (0.7) 
Foreign currency translation differences for foreign operations - - - (3.3) - - (3.3) 

Total comprehensive loss - - - (3.3) (78.0) (2.6) (83.9) 
Non-controlling interest  - - - - (0.3) - (0.3) 
Total transactions with owners, recorded directly in equity - - - - (0.3) - (0.3) 

Balance at December 31, 2025 10,558 $ 405.4 $ 8.9 $ 4.8 $ 57.5 $ 5.5 $ 482.1 

        
(1) Number of shares presented in thousands 

See accompanying notes to these consolidated financial statements.  
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Western Forest Products Inc. 
Consolidated Statements of Cash Flows 
 (Expressed in millions of Canadian dollars) 
 

     Year ended December 31, 
       2025  2024 
Cash provided by (used in):        
Operating activities        
 Net loss     $  (82.4)  $  (34.5) 
 Items not involving cash:        

Amortization of plant and equipment (Note 6)  46.3  50.6 
Amortization of timber licenses (Note 7)     4.0  4.1 
Asset impairments (Notes 5, 25)  3.9  2.8 
(Gain) loss on disposal of assets (Notes 5, 6, 8)  (23.8)  0.6 
Amortization of deferred revenue (Note 24(b))     (2.1)  (2.0) 
Finance costs (Note 27)     15.5  6.7 
Income tax recovery (Note 15)     (31.8)  (17.6) 
Change in fair value of biological assets (Note 8)     -  0.7 
Change in reforestation obligation (Note 13)     (2.0)  (0.7) 
Share-based compensation, including mark-to-market adjustment (Note 18)  1.8  0.4 
Change in employee future benefits obligation (Note 22)    (0.6)  (1.2) 
Export tax rate adjustment (Note 21)     59.5  (1.0) 
Foreign exchange and other     6.3  (7.3) 

Income taxes received      5.8  22.5 
       0.4  24.1 
 Changes in non-cash working capital items:        

Trade and other receivables     (4.1)  (6.8) 
Inventory     34.3  (3.6) 
Prepaid expenses and other assets     7.6  (0.6) 
Accounts payable and accrued liabilities     (21.2)  7.0 

     16.6  (4.0) 
       17.0  20.1 
Investing activities        

Additions to property, plant and equipment (Note 6)    (31.0)  (33.4) 
Net proceeds from private timberlands sale (Note 26)    67.3  - 
Net proceeds from sale of assets held for sale (Note 5)    7.1  - 
Net proceeds of property, equipment and other disposals    0.3  1.0 

 Advances and loans     0.4  0.3 
 Net proceeds on disposition of minority interest in subsidiary (Note 17)   (0.4)  35.1 

       43.7  3.0 
Financing activities        

Net (repayments) drawings on credit facility (Note 11)     (47.5)  2.0 
Bank indebtedness      0.4  (0.9) 
Debt refinancing costs     (0.9)  (0.5) 
Interest payments     (6.2)  (8.6) 
Lease payments (Note 12)     (10.1)  (9.5) 

     (64.3)  (17.5) 
Increase (decrease) in cash and cash equivalents     (3.6)  5.6 
Cash and cash equivalents, beginning of the year     7.9  2.3 
Cash and cash equivalents, December 31     $ 4.3  $ 7.9 

          
Supplementary information on non-cash transactions: 

The Company had no non-cash transactions in 2025 or 2024 which require disclosure. 
 
See accompanying notes to these consolidated financial statements. 
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1. Reporting entity 

Western Forest Products Inc. (“Western” or the “Company”) is an integrated softwood forest products 
company, incorporated and domiciled in Canada, operating in the coastal region of British Columbia (“BC”) 
and Washington State, United States (“US”). The address of the Company’s head office is Suite 800 – 1055 
West Georgia Street, Vancouver, BC, Canada. The consolidated financial statements as at and for the years 
ended December 31, 2025 and 2024 comprise the financial results of the Company and its subsidiaries. The 
Company’s primary business is the sale of lumber and logs, which includes timber harvesting, sawmilling 
logs into specialty lumber, value-added lumber and glue-laminated timber (“glulam”) remanufacturing, and 
lumber purchase and wholesaling activities. The Company is listed on the Toronto Stock Exchange (“TSX”), 
under the symbol WEF. 

2. Basis of preparation 

(a) Statement of compliance 

The consolidated financial statements of the Company have been prepared in accordance with IFRS 
Accounting Standards as issued by the International Accounting Standards Board.  

The consolidated financial statements were authorized for issue by the Board of Directors on February 
10, 2026. 

(b) Basis of measurement 

The consolidated financial statements have been prepared on the historical cost basis except for the 
following material items in the consolidated statements of financial position: 

 Biological assets are measured at fair value less costs to sell; 

 Liabilities for cash-settled share-based payment transactions are measured at fair value at each 
reporting date; 

 Derivative financial instruments are measured at fair value at each reporting date; 

 The defined benefit pension liability is recognized as the net of the fair value of the plan assets, less 
the present value of the defined benefit obligation; and 

 Reforestation obligations and lease liabilities are measured at the discounted value of expected 
future cash flows. 

(c) Functional and presentation currency 

These consolidated financial statements are presented in Canadian dollars (“CAD”) which is the 
Company’s functional currency. Certain of the Company’s subsidiaries have a functional currency of the 
US Dollar (“USD”) and are translated to CAD. All amounts are presented in millions of CAD, unless 
otherwise indicated. 

(d) Basis of consolidation 

(i) Subsidiaries 

Subsidiaries are entities controlled by Western and to which it has rights to variable returns and the 
ability to affect those returns through its power over the entity. These consolidated financial 
statements include the accounts of the Company’s subsidiaries from their respective dates of 
acquisition or incorporation. 

The principal wholly-owned subsidiaries of the Company at December 31, 2025 are Western 
Lumber Sales Limited which sells into the US, Western Forest Products Japan Ltd., which sells into 
Japan, and WFP Partnerships Ltd., which holds assets of the Company’s US operations through 
indirect US subsidiaries, including Western Specialty Lumber Sales US LLC, and operating 
companies, Western Forest Products US LLC and Western Forest Products Engineered LLC.   
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2. Basis of preparation (continued) 

(d) Basis of consolidation (continued) 

(ii) Interests in equity-accounted investees  

Western’s interests in equity-accounted investees comprise interests in joint ventures. A joint 
venture is an arrangement in which Western has joint control and has rights to the net assets of the 
arrangement, rather than rights to all assets and obligations for all liabilities. 

Interests in the joint venture are accounted for using the equity method and are recognized initially 
at cost, including transaction costs. Subsequent to initial recognition, the consolidated financial 
statements include Western’s share of profit and loss and other comprehensive income of equity 
accounted investees, until the date on which significant influence or joint control ceases. 

(iii) Transactions eliminated on consolidation 

Inter-company balances and transactions including any unrealized income and expenses arising 
from inter-company transactions are eliminated upon consolidation. Unrealized gains arising from 
transactions with equity accounted investees are eliminated against the investment to the extent of 
Western’s interest in the investee. Unrealized losses are eliminated in the same way, except to the 
extent that there is evidence of impairment. 

(e) Foreign currency transactions 

Foreign currency transactions are translated into CAD at the transaction date exchange rate. Monetary 
assets and liabilities denominated in foreign currencies are revalued to CAD using the exchange rate at 
the reporting date. Foreign currency differences arising on revaluation are recognized in net income.  

(f) Foreign operations 

Certain subsidiaries of the Company operate with the USD as their functional currency. On consolidation, 
revenues and expenses from these foreign operations are translated into CAD using the exchange rate 
at the transaction date, or at average rates for the period which approximate the transaction date, as 
applicable. Assets and liabilities are translated into CAD at exchange rates in effect at the reporting date. 
Resulting foreign currency translation differences are recognized in other comprehensive income (“OCI”) 
and recorded to the translation reserve within equity. Upon the disposal of a foreign operation, the related 
cumulative foreign currency translation differences in the translation reserve will be recognized in net 
income.  

Monetary receivables from a foreign operation, the settlement of which are neither planned nor likely in 
the foreseeable future are considered to form part of the net investment in the foreign operation. Related 
foreign exchange translation differences are recognized in OCI and presented in the translation reserve 
in equity.   

(g) Use of estimates and judgements 

The preparation of the consolidated financial statements in conformity with IFRS requires Management 
to make judgements, estimates and assumptions that affect the application of accounting policies and 
the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these 
estimates. Estimates and assumptions are reviewed on an ongoing basis. Revisions to estimates are 
recognized prospectively. 

(i) Judgements 

The determination of appropriate cash generating units (“CGU”) as described in Note 3(a) is a 
judgement made in applying an accounting policy that has a significant effect on the amounts 
recognized in the consolidated financial statements. 
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2. Basis of preparation (continued) 

(g) Use of estimates and judgements (continued) 

(ii) Assumptions and estimation uncertainties 

Information about the use of management estimates and judgements and estimation uncertainties 
that have a significant effect on the amounts recognized in the consolidated financial statements is 
included in the following notes:  

Note 3 Measurement of the recoverable amount of non-financial assets utilizing the 
present value of projected cash flows generated from the continuing use of the 
related CGUs: key assumptions about likelihood and quantum of cash flows and 
discount rate used; 

Note 4 Measurement of net realizable value of inventories; 

Note 8 Measurement of fair value less costs to sell of standing timber (biological 
assets); 

Note 12 Measurement of the present value of lease liabilities: key assumptions about the 
discount rate used; 

Note 13 Measurement of the present value of reforestation obligations: key assumptions 
on the likelihood and quantum of outflow of resources; 

Note 15 Measurement of tax provisions and recoveries resulting from assessments of tax 
treatments and interpretations of income tax laws and regulations. 

Note 18 Measurement of share-based payment transactions; 

Note 21 Recognition and measurement of provisions and contingencies: key 
assumptions about the likelihood and quantum of outflow of resources; and 

Note 22 Measurement of defined benefit obligations: key actuarial assumptions and 
recognition of termination benefits. 

Measurement of fair values – certain accounting policies and disclosures require financial and non-
financial assets and liabilities to be measured at fair value. Fair value measurements, including 
Level 3 fair values, are defined in an established framework with regular review of significant 
unobservable inputs and valuation adjustments. Management obtains third party information to 
measure fair values and assesses the resulting valuations to ensure they meet IFRS requirements, 
including the level in the fair value hierarchy in which such valuations would be classified. To the 
extent possible, Western uses market observable data to establish the fair value of a financial 
instrument. Refer to Note 28 for more details. 

Fair values are categorized into different levels in a fair value hierarchy based on the inputs used in 
the valuation techniques as follows: 

 Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities 

 Level 2: inputs other than quoted prices included in Level 1 that are observable for the assets 
or liability, either directly or indirectly 

 Level 3: inputs for the asset or liability that are not based on observable market data 

If the inputs to measure the fair value of the asset or liability might be categorized in different levels 
of the fair value hierarchy, then the fair value measurement is categorized in its entirety in the same 
level of the hierarchy as the lowest level input that is significant to the entire measurement. Transfers 
between levels of the fair value hierarchy are recognized at the end of the period in which the change 
occurred. 

  



Western Forest Products Inc. 
Notes to the Consolidated Financial Statements 
Years ended December 31, 2025 and 2024 
(Tabular amounts expressed in millions of Canadian dollars except number of shares and per share amounts) 
 

14 
 

3. Material accounting policies 

Material accounting policies not described elsewhere in these consolidated financial statements include: 

(a) Impairment of non-financial assets 

The Company reviews its non-financial assets for impairment whenever events or circumstances 
indicate that the carrying amount may not be recoverable. Should such an indicator exist, the non-
financial asset’s recoverable amount is estimated and assessed against its carrying value. The 
recoverable amount of CGUs to which goodwill has been allocated is estimated annually or whenever 
events or circumstances indicate the carrying amount may not be recoverable.   

For impairment testing, assets that cannot be tested individually are grouped together into a CGU, at 
the lowest level for which there are separately identifiable cash inflows that are largely independent of 
the cash inflows from other assets or groups of assets. The recoverable amount of an asset or CGU is 
the greater of its value in use and its fair value less costs to sell. Value in use is based on the estimated 
future cash flows, discounted to their present value using an after-tax discount rate that reflects current 
market assessments of time value of money and risks specific to the CGU. 

Impairment losses are recognized in net income. Impairment losses in respect of CGUs are allocated 
first to reduce the carrying amount of goodwill (if any) assigned to the CGU, and then to reduce the 
carrying amounts of the other assets in the CGU on a pro-rata basis to the extent the carrying value of 
an asset exceeds the higher of its fair value and value in use. 

Non-financial assets, other than goodwill, for which an impairment was previously recognized, are 
reviewed for possible reversal of the impairment at each reporting date. When an impairment loss is 
reversed, the increased carrying amount of the asset cannot exceed the carrying amount that would 
have been determined, net of amortization, had the impairment never been recognized. 

An impairment loss recorded against goodwill is not reversed. 

As at December 31, 2025, the Company considered various internal and external factors and concluded 
that an impairment indicator existed for the integrated forestry operations CGU. For the purposes of 
impairment testing, the Company’s two CGU’s are comprised of glulam manufacturing (note 10) and 
integrated forestry operations. The recoverable amount of the Company’s net assets was based on an 
assessment of value in use using a five-year discounted cash flow model with a trend year following the 
five years. The discounted cash flow model was forecasted based on past experience and actual 
operating results, as well as management’s assessment of future trends in the lumber industry, based 
on both external and internal sources of data. Significant assumptions included future sales volume, 
lumber prices, fibre and production costs, softwood lumber duty and tariff rates, trend year earnings 
before interest, taxes, depreciation and amortization (“EBITDA”) and the discount rate. Other 
assumptions included applicable foreign exchange rates and future capital investment required to 
maintain the current operating condition of assets. Using an after-tax discount rate of 12.0%, the 
estimated recoverable amount of the CGUs exceeded their respective carrying amounts and as such, 
no impairment loss was recognized for the years ended December 31, 2025 and 2024. Assuming each 
key assumption changes in isolation, an impairment loss in the integrated forestry operations would be 
recognized if the after-tax discount rate increased above 14.5% or if EBITDA decreased by 6% (average 
of $7.3 million per year) over the forecast period and trend year, with all other assumptions held constant. 

The Company continues to monitor the impacts of external factors including market prices, access to 
economic fibre and the duration and magnitude of trade disputes. Changes in the near and long-term 
outlook of these and other factors could impact the Company’s estimated future operating cash flow and 
the valuation of its net assets. 
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3. Material accounting policies (continued)  

(b) New standards and interpretations not yet adopted  

In April 2024, the IASB issued IFRS 18, Presentation and Disclosure in Financial Statements (IFRS 18), 
which replaces IAS 1, Presentation of Financial Statements. IFRS 18 introduces a specified structure 
for the income statement by requiring income and expenses to be presented into the three defined 
categories of operating, investing, and financing, and by specifying certain defined totals and subtotals. 
Where company-specific measures related to the income statement are provided, IFRS 18 requires 
companies to disclose explanations around these measures, which are referred to as management-
defined performance measures. IFRS 18 also provides additional guidance on principles of aggregation 
and disaggregation which apply to the primary financial statements and the notes.  

IFRS 18 will not affect the recognition and measurement of items in the financial statements, nor will it 
affect which items are classified in other comprehensive income and how these items are classified. The 
standard is effective for reporting periods beginning on or after January 1, 2027 with retrospective 
application required. The Company is currently assessing the effect of this new standard on our financial 
statement presentation. 

No other standards or amendments or interpretations to existing standards issued but not yet adopted 
are currently considered by the Company to be significant or likely to have a material impact on future 
financial statements. 

4. Inventory 

Accounting policy 

Inventory, other than supplies which are valued at specific cost, are valued at the lower of cost and net 
realizable value (“NRV”) as described below: 

(i) Lumber by species (hemlock, Douglas fir, and yellow and western red cedar) and facility; and 
(ii) Logs by sort by end use (saw logs and pulp logs).  

Inventory cost includes purchase, production or conversion costs and other costs incurred in bringing them 
to their existing location and condition on a product-by-product basis. Lumber inventories produced are 
costed at an average cost of production based on the species and facility where they were produced. Lumber 
inventories purchased from external sources are costed at purchase cost. NRV is the estimated selling price 
in the ordinary course of business, less the estimated costs of completion and selling expenses. Engineered 
wood products are categorized with lumber inventory. 

Log inventories produced are costed at an average cost of production based on the operational area in which 
the logs were produced. Log inventories purchased from external sources are costed at purchase cost. NRV 
of logs designated for lumber processing is based on the estimated selling price of the lumber which will be 
produced less estimated costs of completion and selling expenses, and on market replacement cost for logs 
held for sale. 

Logs transferred from biological assets (standing timber) are costed at fair value less costs to sell at the date 
of harvest. 

Supporting information 

  December 31, 2025  December 31, 2024 
 

Gross 
carrying 

value Provisions 

Lower of 
cost and 

net 
realizable 

value   

Gross 
carrying 

value Provisions 

Lower of 
cost and 

net 
realizable 

value 
Logs $ 120.8 $ (12.9) $ 107.9  $ 138.0 $ (13.2) $ 124.8 
Lumber 65.2 (10.9) 54.3  82.8 (11.3) 71.5 
Supplies and other 19.6 - 19.6  20.8 - 20.8 
 $ 205.6 $ (23.8) $ 181.8  $ 241.6 $ (24.5) $ 217.1 
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4. Inventory (continued) 

Supporting information (continued) 

The carrying amount of inventory recorded at net realizable value was $60.2 million at December 31, 2025 
(2024: $61.9 million), with the remaining inventory recorded at cost. 

For the year ended December 31, 2025, the Company recognized a decrease in the provision for write-down 
to net realizable value of $0.7 million (2024: $14.8 million). 

5. Assets held for sale 

Accounting policy 

Assets that form a disposal group held for sale are measured at the lower of their carrying value or fair value 
less costs to sell and are not depreciated while classified as held for sale. Although the disposal group as a 
whole is measured at the lower of carrying value and fair value less costs to sell, some individual assets and 
liabilities within the disposal group fall outside the measurement scope of IFRS 5, Non-current Assets Held 
for Sale and Discontinued Operations, and may be assessed under other standards. Interest and other 
expenses and related liabilities attributable to assets classified as held for sale continue to be recognized as 
incurred. 

Supporting information  

The assets held for sale comprised the following assets and liabilities: 

 December 31, 
2025  

December 31, 
2024 

Supplies and other  $ 0.6  $ - 
Property, plant and equipment  10.9  7.4 
Assets held for sale $ 11.5  $ 7.4 
    
Lease liabilities directly associated with assets held for sale $ -  $ 0.3 

 
In February, 2024, the Company sold a parcel of land previously classified as held for sale and recognized 
a gain of $0.4 million recorded in other income. 

On April 16, 2024, the Company announced the indefinite curtailment of its Alberni Pacific Division (”APD”) 
site. In 2025, the Company recorded incremental curtailment costs of $0.2 million (2024: $0.9 million) in 
operating restructuring items related to APD. In 2024, the Company recorded related severance of $2.2 
million, impairment charges of $2.8 million in respect of supplies and other inventories and property, plant 
and equipment.  

On February 28, 2025, the Company completed its sale of its Alberni Pacific Division (“APD”), for net 
proceeds of $7.1 million. APD had been recorded in assets held for sale as at December 31, 2024. The 
Company recognized a gain of $0.2 million in the year ended December 31, 2025 recorded in other income 
in the statement of comprehensive loss related to the sale. 

On June 29, 2025, the Company’s Columbia Vista Division (“CVD”) sawmill site, located in Vancouver, 
Washington, sustained extensive damage in a fire, rendering the mill inoperable. In December 2025, the 
Company decided to sell the land and certain assets of the CVD sawmill site. The sale process is currently 
ongoing. As a result of the fire and expected sale price, the Company recorded impairment charges of $3.9 
million, $3.2 million related to property, plant and equipment and $0.7 million related to inventory. In 2025, 
the Company recorded incremental curtailment costs of $0.9 million in operating restructuring items related 
to CVD. 
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6. Property, plant and equipment 

Accounting policy 

Property, plant and equipment are measured at cost, less accumulated depreciation and any accumulated 
impairment losses. Cost includes all expenditures directly attributable to bringing the asset to the location 
and condition necessary for its intended use. When major individual components of an item of property, plant 
or equipment have different useful lives, they are accounted for as separate items. Subsequent expenditures 
on an item of property, plant and equipment are capitalized only when it is probable that future economic 
benefits associated with the item will flow to the Company and the cost can be measured reliably.  

Maintenance costs are recorded as expenses as incurred, except for programs that extend the useful life of 
an asset or increase its value, for which costs are capitalized. 

Depreciation is provided on a straight-line basis over the estimated useful lives of the related asset and after 
considering salvage values. Useful lives range from: 

 Buildings and equipment   5 - 20 years 
 Long-term logging roads and bridges  9 - 20 years 

Certain roads are amortized on the basis of timber cut relative to available timber. Logging roads with an 
economic life of one year or less are expensed to cost of goods sold.  

Depreciation methods, useful lives and residual values are reviewed annually. 

For Right of use assets (“ROU asset”), see Note 12. 
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6. Property, plant and equipment (continued) 

Supporting information 

 

Land 
Buildings and 

equipment Projects Logging roads 

Total, 
excluding right 
of use assets 

Right of use 
assets Total 

Cost        
Balance as at December 31, 2023 $           57.0 485.5 24.6 255.3 822.4 45.9 868.3 

Additions - 0.5 26.8 6.1 33.4 7.9 41.3 
Reclassification from asset held for sale - 0.7 - - 0.7 - 0.7 
Disposals - (12.8) - (0.1) (12.9) (3.9) (16.8) 
Transfers - 30.3 (33.5) 3.2 - - - 
Effect of movements in exchange rates 1.2 5.4 0.2 - 6.8 0.8 7.6 

Balance as at December 31, 2024 58.2 509.6 18.1 264.5 850.4 50.7 901.1 
Additions - - 25.7 3.6 29.3 11.7 41.0 
Reclassification to asset held for sale (Note 5) (6.4) (6.4) (0.2) - (13.0) - (13.0) 
Disposals (9.7) (9.0) - (9.5) (28.2) (7.6) (35.8) 
Transfers - 21.3 (22.3) 1.0 - - - 
Effect of movements in exchange rates (0.7) (3.5) (0.4) - (4.6) (0.4) (5.0) 

Balance as at December 31, 2025 $ 41.4 $ 512.0 $ 20.9 $ 259.6 $ 833.9 $ 54.4 $ 888.3 
        
Accumulated amortization        

Balance as at December 31, 2023  $ 265.2  222.3 487.5 26.4 513.9 
Amortization  32.7  9.7 42.4 8.2 50.6 
Reclassification from asset held for sale  0.4  - 0.4 - 0.4 
Disposals  (11.7)  - (11.7) (3.7) (15.4) 
Effect of movements in exchange rates  1.5  - 1.5 0.5 2.0 

Balance as at December 31, 2024  288.1  232.0 520.1 31.4 551.5 
Amortization  31.5  6.8 38.3 8.0 46.3 
Reclassification to asset held for sale (Note 5)  (2.1)  - (2.1)  - (2.1)  
Impairments (Note 5)  3.2   3.2 - 3.2 
Disposals  (9.0)   (8.4) (17.4)  (6.5) (23.9) 
Effect of movements in exchange rates  (1.1)  - (1.1) (0.2) (1.3) 

Balance as at December 31, 2025  $ 310.6  $ 230.4 $ 541.0 $ 32.7 $ 573.7 
        
Carrying amounts           

As at December 31, 2024 $ 58.2 $ 221.5 $ 18.1 $ 32.5 $ 330.3 $ 19.3 $ 349.6 
As at December 31, 2025 $ 41.4 $ 201.4 $ 20.9 $ 29.2 $ 292.9 $ 21.7 $ 314.6 
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6. Property, plant and equipment (continued) 

Supporting information (continued) 

On February 28, 2025, the Company and the Province of British Columbia (“the Province”), through the BC 
Manufacturing Jobs Fund, entered into an agreement to reimburse eligible expenditures up to a maximum 
of $7.5 million related to construction of new kilns and other capital projects. During the year ended 
December 31, 2025, the Company accrued $5.2 million related to eligible expenditures incurred, which has 
been deducted from the carrying amount of the assets in construction, $1.7 million of which is included in 
accounts receivable in the consolidated statement of financial position. 

7. Timber licences 

Accounting policy 

Crown timber tenures are renewable contractual arrangements with the Province whereby the Company 
gains the right to harvest timber. The Company’s timber licences are accounted for as acquired finite lived 
timber licences and accordingly are valued at acquisition cost less accumulated amortization and any 
accumulated impairment losses. Amortization is recognized on a straight-line basis over 40 years. 
Amortization methods, useful lives and residual values are reviewed, and adjusted if appropriate, at each 
reporting date. 

Renewal costs associated with timber tenures are expensed as incurred. 

Supporting information 

 
December 31, 

2025 
 

December 31,
2024 

Cost    
Balance at beginning of year and December 31 $ 169.4  $ 169.4 

    
Accumulated amortization    

Balance at beginning of year $ 81.2  $ 77.1 
Amortization 4.0  4.1 

Balance at December 31 $ 85.2  $ 81.2 
Carrying amount at December 31 $ 84.2  $ 88.2 

8. Biological assets 

Accounting policy 

Under IAS 41, Agriculture, the Company's private timberlands, managed for timber production, are classified 
as a growing forest, with the standing timber on this privately held forest land recorded and characterized as 
a biological asset. Accordingly, at each reporting date, the biological asset is valued at its fair value less 
costs to sell with any change therein, including the impact of growth and harvest, recognized in net income. 
Land underlying the standing timber is measured at cost and included in property, plant and equipment. 
Long-term roads and bridges on the land underlying the standing timber are recorded at cost less 
accumulated depreciation and included in property, plant and equipment. 

The Company performs a comprehensive valuation every three years and assesses key assumptions in 
intervening years for material changes. A comprehensive valuation was performed in 2025. 

Supporting information 

Reconciliation of carrying amount 
  Years ended December 31, 
  2025  2024 

Carrying value at beginning of year  $ 48.6  $ 49.3 
Change in fair value due to growth and pricing  0.2  0.3 
Harvested timber transferred to inventory  (0.1)  (1.0) 
Fair value adjustment  (0.1)  - 
Disposals (Note 26)  (32.8)  - 

Carrying value at December 31  $ 15.8  $ 48.6 
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8. Biological assets (continued) 

Supporting information (continued) 

Reconciliation of carrying amount (continued) 

At December 31, 2025, private timberlands comprised an area of approximately 8,537 hectares (2024: 
22,693 hectares) of land owned by the Company. Standing timber on private timberlands range from newly 
planted areas to mature forest available for harvest. 

During the year ended December 31, 2025, the Company harvested and scaled 17,824 cubic metres (“m3”) 
of logs from its private timberlands, which had a fair value less costs to sell of $141 per m3 at the date of 
harvest (2024: 21,979 m3 and $135 per m3, respectively). 

9. Other assets  
 December 31,

2025 
 

December 31,
2024 

Export tax receivable and related interest (Note 21) $ 9.9  $ 82.7 
Investments and advances 2.6  4.0 
Note receivable  2.6  2.6 
Long-term loans 0.3  0.7 
Other 0.3  0.3 
 15.7  90.3 
Less current portion 2.9  2.9 
 $ 12.8  $ 87.4 

10.  Goodwill 

Accounting policy 

The Company measures goodwill in business acquisitions at the acquisition date as the fair value of the 
consideration transferred including any non-controlling interest less the fair value of the identifiable assets 
acquired and liabilities assumed, all measured as of the acquisition date. When the excess is negative, a 
gain is recognized immediately in net income. Goodwill is measured at cost less accumulated impairment 
losses and is tested annually for impairment as described in Note 3 (a).  

For the purpose of impairment testing at December 31, 2025, goodwill is attributable to the Company’s glulam 
manufacturing CGU. The recoverable amount for the goodwill impairment assessment was based on the 
CGU’s value in use determined by discounting the future cash flows generated from its continuing use. The 
cashflows were projected based on past experience, actual operating results and the annual business plan.   

The values assigned to key assumptions represent management’s assessment of future trends in the forest 
industry and are based on both external sources and historical data. An after-tax discount rate of 12% was 
applied in determining the recoverable amount of the CGU. 

The recoverable amount as at December 31, 2025 was determined to be higher than the related carrying 
value, with no impairment of goodwill required. 

Supporting information 

  

 
December 31, 

2025 
 

December 31, 
2024 

Cost    

Opening balance $ 7.5  $ 6.9 
Effective of movement in exchange rates (0.4)  0.6 
Balance at December 31 $ 7.1  $ 7.5 
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11. Long-term debt 

Accounting policy 

Long-term debt is recognized initially at fair value, net of transaction costs incurred. Long-term debt is 
subsequently carried at amortized cost; any difference between the proceeds and the redemption value is 
recognized in net income over the term of the long-term debt using the effective interest method. 

Transaction costs are deferred and amortized straight line to finance costs over the term of the long-term 
debt. 

Supporting information 

 

The Company’s syndicated Credit Facility (the “Credit Facility”) provides for a maximum borrowing amount 
of $250 million, with advances in excess of $215 million subject to a leverage metric. On May 1, 2025, the 
Credit Facility was amended, with the maturity date extended to July 21, 2028 from July 21, 2026. 

The Credit Facility is available in CAD by way of Prime Rate Advances, Canadian Overnight Repo Rate 
Average Advances or Letters of Credit and in USD by way of Secured Overnight Financing Rate US Base 
Rate Advances, US Prime Rate Advances, or Letters of Credit. Interest on the Credit Facility is indexed to 
benchmark rates and varies depending on the nature of each draw and certain financial benchmarks.  

The Credit Facility is secured by a general security agreement, excluding certain specified properties and 
their related assets, and is subject to certain financial covenants, including a maximum debt to total 
capitalization ratio and a minimum consolidated net worth test.  

On September 16, 2025, the Credit Facility was amended to allow a new bilateral letter of credit facility (the 
“LC Facility”) with Royal Bank of Canada. The LC Facility provides for a maximum of USD$30 million in 
letters of credit to be used as collateral for US customs bonds related to duties imposed on softwood lumber. 
The LC Facility is guaranteed by Export Development Canada. As at December 31, 2025, the Company had 
USD$21.0 million ($28.8 million) in outstanding letters of credit on the LC Facility. 

The Company was in compliance with its financial covenants as at December 31, 2025 and expects to 
comply for at least twelve months thereafter. Accordingly, the loan is classified a non-current at December 
31, 2025.  

12. Lease liabilities 

Accounting policy 

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is 
or contains a lease if the contract conveys the right to control the use of an identified asset for a period of 
time in exchange for consideration.  

As a lessee, the Company recognizes a ROU asset and lease liability at the lease commencement date. At 
this date, the ROU asset is measured at cost. Cost includes the initial amount of the lease liability, adjusted 
for lease payments made before this date as well as any initial direct costs incurred. Cost also includes an 
estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset and restoring 
the site on which it is located, less any lease incentives received. Any leasehold improvements are added to 
the related ROU asset.  

 
December 31, 

2025 
 

December 31, 
2024 

    

Available Credit Facility $ 250.0  $ 250.0 
Net drawings on Credit Facility (38.5)  (86.0) 
Outstanding letters of credit included in line utilization (3.2)  (27.3) 
Unused portion of Credit Facility $ 208.3  $ 136.7 
    
    

Credit Facility drawings $ 38.5  $ 86.0 
Less transaction costs (0.9)  (0.5) 
Long-term debt at December 31 $ 37.6  $ 85.5 
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12. Lease liabilities (continued) 

Accounting policy (continued) 

The ROU asset is subsequently amortized using the straight-line method from the commencement date to 
the earlier of the end of the lease term or the useful life of the underlying asset. The ROU asset is reduced 
by any impairment losses, if any, and adjusted for remeasurements of the lease liability. The Company 
presents ROU assets in property, plant and equipment in its consolidated statements of financial position 
(see Note 6). 

The lease liability is initially measured at the present value of the lease payments discounted using the 
interest rate implicit in the lease if readily determinable, or the Company’s incremental borrowing rate. The 
lease payments include fixed payments, variable payments that depend on an index or rate, residual value 
guarantees, and the exercise price under a purchase option that the Company is reasonably certain to 
exercise.    

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when 
there is a change in the expected future lease payments as in the case of a revision to the lease term. 
Remeasurements to the lease liability are reflected in the ROU asset to the extent that the carrying value of 
the ROU asset exceeds the adjustment, and to other income in net income otherwise. 

The Company elected not to recognize ROU assets and corresponding lease liabilities for contracts with a 
term of one year or less and low value leases, including office fixtures and information technology equipment. 
The Company recognizes these payments as an expense on a straight-line basis over the term of the 
agreement. 

Supporting information 

Changes in the lease liabilities are as follows:  

 
December 31,

2025 
 

December 31,
2024 

Lease liabilities, beginning of year $ 19.5  $ 19.9 
New leases and modifications 11.7  7.9 
Terminations (1.1)  (0.2) 
Finance costs (Note 27) 1.2  1.1 
Lease payments (10.1)  (9.5) 
Effect of movements in exchange rates (0.1)  0.3 

Lease liabilities at December 31 $ 21.1  $ 19.5 
    

Current  $ 7.3  $ 6.7 
Long term  13.8  12.8 
 $ 21.1  $ 19.5 

 
The weighted average incremental borrowing rate used to establish lease obligations in 2025 was 
approximately 7.11% (2024: 8.28%). 

In addition to the above, the Company recognized an expense of $2.8 million during the year ended 
December 31, 2025 (2024: $3.3 million), relating to short term and low value lease payments. 

13. Reforestation obligation 

Accounting policy 

The Company’s provision for reforestation results from a legal obligation to reforest timber harvested from 
Crown land and arises as timber is harvested. Accordingly, the Company records the fair value of the costs 
of reforestation in the period in which the associated timber is harvested. The provision is measured at the 
expected value of future cash flows, discounted to their present value and determined according to the 
probability of alternative estimates of cash flows. Cash flows reflect the risks specific to the provision. As 
such, the discount rate reflects the current risk-free rate given that risks are incorporated into the future cash 
flow estimates and reflects current market assessments of the time value of money. Adjustments are made 
to the provision each reporting period for changes in the estimated timing or amount of cash flows, changes 
in the discount rate and the unwinding of the discount.  



Western Forest Products Inc. 
Notes to the Consolidated Financial Statements 
Years ended December 31, 2025 and 2024 
(Tabular amounts expressed in millions of Canadian dollars except number of shares and per share amounts) 
 

23 
 

13. Reforestation obligation (continued) 

Accounting policy (continued) 

In periods subsequent to the initial measurement, changes in the liability resulting from revisions to estimated 
future costs are recognized in cost of goods sold in net income as they occur and revisions resulting from 
the passage of time, or accretion cost, are included in finance costs. 

Reforestation on private timberlands is expensed as incurred. 

Supporting information 

Changes in the reforestation obligation were as follows: 
   Years ended December 31, 
     2025  2024 

Reforestation obligation, beginning of year     $ 21.9  $ 22.1 
Provision charged     4.1  6.4 
Expenditures     (6.1)  (7.1) 
Unwind of discount (Note 27)     0.4  0.5 

     20.3  21.9 
Less current portion     6.7  7.3 
Long-term reforestation obligation, end of year     $ 13.6  $ 14.6 

The reforestation expenditures are expected to occur over the next one to ten years and have been 
discounted at risk-free rates of 2.42% to 3.43% (2024: 2.90% to 3.23%). The total undiscounted amount of 
the estimated future expenditures required to settle the reforestation obligation at December 31, 2025 is 
$22.3 million (2024: $24.1 million). 

14. Other liabilities 
  Current Non-current Total 
As at December 31, 2025     

Defined benefit employee future benefits obligation (Note 22)  $ - $ 1.9  $ 1.9 
Defined contribution employee future benefits obligation  - 3.3 3.3 
Environmental provision  0.2 2.2 2.4 
Deferred share unit plan liabilities (Note 18(b))  1.6 - 1.6 
Restricted share unit plan liabilities (Note 18(d))  0.5 2.9 3.4 
Other  - 0.3 0.3 

  $ 2.3 $ 10.6 $ 12.9 
As at December 31, 2024     

Defined benefit employee future benefits obligation (Note 22)  $ - $ 4.9  $ 4.9 
Defined contribution employee future benefits obligation  - 2.7 2.7 
Environmental provision  0.1 2.4 2.5 
Deferred share unit plan liabilities (Note 18(b))  1.0 - 1.0 
Restricted share unit plan liabilities (Note 18(d))  0.6 1.4 2.0 
Other  - 0.4 0.4 

  $ 1.7 $ 11.8 $ 13.5 

The current portion of other liabilities is recognized in accounts payable and accrued liabilities in the 
consolidated statements of financial position. 

15. Income taxes 

Accounting policy 

Income tax expense comprises current and deferred income taxes. Current and deferred income taxes are 
recognized in net income except to the extent that they relate to items recognized directly in equity or in OCI.  

Current and deferred income tax assets and liabilities are offset if there is a legally enforceable right to offset 
current tax liabilities and assets, and they relate to income taxes levied by the same tax authority on the 
same taxable entity, or on different taxable entities. The intention is to settle current tax liabilities and assets 
on a net basis or tax assets and liabilities will be realized simultaneously. 
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15. Income taxes (continued) 

Accounting policy (continued) 

(a) Current income tax 

Current income tax is the expected tax payable or receivable on the taxable income or loss for the year, 
using tax rates enacted or substantively enacted at the reporting date, and any adjustment to income 
tax in respect of previous years.  

(b) Deferred income tax 

Deferred income tax is recognized in respect of temporary differences between the carrying amounts of 
assets and liabilities for accounting purposes and the amounts used for taxation purposes. Deferred 
income tax is not recognized if it arises on initial recognition of an asset or liability in a transaction, other 
than a business combination that at the time of the transaction affects neither accounting profit nor 
taxable profit. 

Deferred income tax assets are recognized for unused tax losses, unused tax credits and deductible 
temporary differences to the extent that it is probable that future taxable profits will be generated against 
which they can be applied. Deferred income tax assets are reviewed at each reporting date and are 
recognized to the extent that it is probable that the related tax benefit will be realized.  

Unrecognized deferred income tax assets are reassessed at each reporting date and recognized to the 
extent that it is probable that future taxable profits will be available against which they can be applied. 

Deferred income tax is measured at the rates that are expected to be applied to temporary differences 
when they reverse, using rates enacted or substantively enacted at the reporting date.  

Supporting information 

 Years ended December 31, 
 2025  2024 

Income tax recovery    
Current  $ (7.8)  $ (5.8) 
Deferred  (24.0)  (11.8) 

 $ (31.8)  $ (17.6) 

Income tax recovery differs from the amount that would be computed by applying the Company’s combined 
Federal and Provincial statutory rate as follows: 

  Years ended December 31, 
  2025  2024 

Income tax recovery at the statutory rate of 27.0% (2024: 27.0%) $ (30.8)  $ (14.1) 
Difference in tax rates (3.0)  0.8 
Realization of previously unrecognized valuation allowance -  (6.1) 
Other permanent differences 1.6  1.5 
Other 0.4  0.3 

Total tax recovery at effective rate of 27.9% (2024: 33.8%) $ (31.8)  $ (17.6) 
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15. Income taxes (continued) 

Supporting information (continued) 

The components of recognized deferred income tax assets and liabilities are as follows: 

 

Opening 
balance 

Recognized 
in income tax 

recovery 
(expense)  

Recognized in 
retained 
earnings 

through other 
comprehensive 
loss (income) 

Recognized 
directly to 
retained 
earnings  

(Note 17) 
Ending 
balance 

For the year ended December 31, 2025      
Deferred income tax assets      

Tax loss carry-forwards  $ 4.6 $ 1.3 $ - $ 0.1  $ 6.0 
Employee future benefits obligation 1.2 - (0.7) - 0.5 
Provisions and other 4.8 19.7 - - 24.5 

 10.6 21.0 (0.7) 0.1 31.0 
Deferred income tax liabilities      

Intangible assets (21.6) 0.9 - - (20.7) 
Property, plant and equipment (45.9) 2.1 - - (43.8) 

 (67.5) 3.0 - - (64.5) 
 $ (56.9) $ 24.0 $ (0.7) $ 0.1 $ (33.5) 
For the year ended December 31, 2024      

Deferred income tax assets      
Tax loss carry-forwards  $ 2.4 $ 9.8 $ - $ (7.6)  $ 4.6 
Employee future benefits obligation 1.2 (0.3) 0.3 - 1.2 
Provisions and other 8.0 (3.2) - - 4.8 

 11.6 6.3 0.3 (7.6) 10.6 
Deferred income tax liabilities      

Intangible assets (23.9) 2.3 - - (21.6) 
Property, plant and equipment (49.1) 3.2 - - (45.9) 

 (73.0) 5.5 - - (67.5) 
 $ (61.4) $ 11.8 $ 0.3 $ (7.6) $ (56.9) 

As recorded in the consolidated statements of financial position as follows: 
 December 31,

2025 
 

December 31,
2024 

Deferred income tax assets $ 2.9  $ 0.1 
Deferred income tax liabilities (36.4)  (57.0) 
 $ (33.5)  $ (56.9) 

The Company has recognized deferred income tax assets in relation to unused tax losses that are available 
to carry forward against future taxable income. At December 31, 2025, the Company and its subsidiaries 
have unused non-capital tax losses carried forward totalling $25.3 million in the US (2024: $18.5 million) and 
$1.7 million in Canada (2024: $2.5 million), which can be used to reduce taxable income. The US non-capital 
tax losses can be carried forward indefinitely, and the Canadian non-capital loss carry forwards expire in 
2041. The Company has unused capital losses carried forward of approximately $0.1 million (2024: $0.1 
million) available to be utilized against future capital gains indefinitely.  

Deferred income tax assets have not been recognized in respect of the following loss carry-forwards and 
other deductible temporary differences: 

 December 31,
2025 

 
December 31,

2024 

Temporary deductible differences $ 28.4  $ 32.1 
Capital loss carry-forwards 0.1  0.1 
 $ 28.5  $ 32.2 
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16. Share capital 

Accounting policy 

The Company’s authorized capital consists of an unlimited number of common shares and preferred shares. 
Incremental costs directly attributable to the issuance of shares and share options are recognized as a 
deduction from equity, net of any tax effects.  

Supporting information 

The Company has no outstanding preferred shares. The common shares entitle shareholders to one vote 
per share. Issued and outstanding common shares are as follows: 

Number of 
common 
shares Amount 

Balance as at December 31, 2023, 2024, 2025 10,558,183 $ 405.4 

 
No stock options were exercised in 2025 or 2024. 

On July 1, 2025, the Board of Directors approved a consolidation on the basis of one post-consolidation 
common share for every 30 pre-consolidation common shares. On July 28, 2025, the share consolidation 
became effective. As a result of the share consolidation, all per share information in the consolidated financial 
statements has been retrospectively adjusted for all periods presented. 

17. Non-controlling interest 

On March 27, 2024, the Company completed the sale of a 34% ownership interest in its newly formed La-
kwa sa muqw Forestry Limited Partnership (“LFLP”) to four Vancouver Island First Nations: K’ómoks First 
Nation, Tlowitsis First Nation, We Wai Kai First Nation, and Wei Wai Kum First Nation, collectively referred 
to as the Nations, for gross proceeds of $35.9 million. The LFLP is comprised of certain assets and liabilities 
of the Company’s former Mid-Island Forest Operation, including Tree Farm Licence (“TFL”) 64, which was 
created through the subdivision of Block 2 of TFL 39. This is considered a transaction with owners in their 
capacity as owners, and because it did not result in a loss of control, the gain on disposal of $25.8 million 
and related deferred tax expense of $7.6 million was recognized directly to retained earnings. During the 
year ended December 31, 2025, the Company incurred $0.3 million, net of deferred tax, as a final settlement 
payment related to the sale, which was recognized directly to retained earnings. 

18. Share-based compensation plans 

Accounting policy 

Stock options 

The Company has an incentive stock option plan (the “Option Plan”) for eligible directors, officers and 
employees, accounting for these plans using the fair value method. The grant-date fair value of options is 
recognized as compensation expense over the vesting period, with a corresponding increase in contributed 
surplus. Cash consideration received when an option is exercised is credited to share capital together with 
the related compensation expense previously recognized in contributed surplus. 

Determining the fair value of share-based compensation awards at the grant date requires judgement. The 
fair value of the options is determined using the Hull-White option pricing model which considers, as of the 
grant date, the exercise price, the expected life of the options, the current price of the underlying stock and 
its expected volatility, expected dividends on the shares, and the risk-free interest rate over the expected life 
of the option. The Company bases its estimates of volatility on historical share prices of the Company itself 
as well as those of comparable companies with longer trading histories. 

Share units 

The Company has a Deferred Share Unit (“DSU”) Plan for non-executive directors, Performance Share Unit 
(“PSU”) Plan for designated officers and certain other eligible employees and Restricted Share Unit (“RSU”) 
plan for officers and eligible employees. The Company uses the fair value method of accounting for 
obligations under these Plans, which are cash-settled.   
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18. Share-based compensation plans (continued) 

Supporting information  

Compensation expense is recorded for DSUs and RSUs over the vesting period based on the fair value at 
the date of the grant. Compensation expense is recorded for PSUs over a three-year performance period, 
based on the fair value of the PSUs at the date of the grant. 

The liabilities under the Plans are re-measured at fair value at each reporting date and at settlement date. 
For the PSU Plan, this includes re-measurement as the Company’s performance tracks against the 
performance vesting targets. Any changes in the fair value of the liabilities are recognized in cost of goods 
sold and selling and administration expense. 

(a) Stock-option plan 

The Option Plan permits the granting of options to eligible participants to purchase up to an aggregate 
of 1,000,000 common shares, of which 356,999 remain available for future issuance. Each option is 
exercisable, subject to vesting terms of 20% per year and immediately upon a change in control of the 
Company, into one common share, subject to adjustments, at a price of not less than the closing price 
of the common shares on the TSX on the day immediately preceding the grant date. Options are 
exercisable only when the share price exceeds $21.00 for a period of 60 consecutive days on a volume 
weighted average price basis. Options granted under the Option Plan expire a maximum of ten years 
from the date of the grant. 

No options were granted under the plan in 2025 or 2024.  

The following table summarizes the change in options outstanding:  

 Year ended December 31, 2025  Year ended December 31, 2024 
 

Number of 
options  

Weighted 
average 
exercise 

price 

 

Number of 
options 

 
Weighted 
average 
exercise 

price 
Outstanding at beginning of year 341,290  $ 51.09 382,890  $ 53.81 

Exercised -  -  -  - 
Expired (38,152)  65.91  (41,600)  76.13 
Forfeited -  -  -  - 

Outstanding at December 31 303,138  $ 49.22  341,290  $ 51.09 

 

Details of options outstanding under the Option Plan as at December 31, 2025 were as follows: 

Exercise Price 

 

Number 
outstanding 

Dec. 31, 
2025  

Weighted 
average 

remaining 
option life 

(years) 

 

Weighted 
average 

exercise price 

 

Number 
exercisable 

Dec. 31, 2025 

 

Weighted 
average 

exercise price 
$31.50 – 31.50   126,346   4.2  $ 31.50  126,346  $ 31.50 
$44.10 – 59.10   111,131   2.8   56.34  104,464   57.12 
$62.70 – 82.20   65,661   1.6   71.27  65,661   71.27 

  303,138   3.1  $ 49.22  296,471  $ 49.34 

 

During 2025, the Company recorded a negligible equity-based compensation expense for these options 
(2024: $0.1 million expense), with a corresponding change to contributed surplus. 
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18. Share-based compensation plans (continued) 

Supporting information (continued) 

(b) Deferred share unit plan 

The Company has a DSU Plan for equity-based fees to non-executive directors who receive a portion 
of their fees in DSUs and may elect to receive a portion of their cash fees in the form of DSUs. The 
number of DSUs allotted is determined by dividing the dollar portion of the quarterly fees a director elects 
to receive in DSUs by the share price value on the fifth day following each quarter end. DSU holders are 
entitled to DSU dividends, equivalent to the dividend they would have received had they held their DSUs 
as common shares. For dividends, the number of DSUs allotted is determined by dividing the total dollar 
value of the dividend each DSU holder would have received, by the closing share price on the dividend 
payment date. 

Prior to January 1, 2015, DSUs were also granted to designated executive officers. 

 Year ended December 31, 2025  Year ended December 31, 2024 
 

Number of 
DSUs  

Weighted 
average 

unit value1 

 
Number of 

DSUs 

 Weighted 
average 

unit value1 
Outstanding at beginning of year 79,325  $ 20.88 85,598  $ 36.35 

Granted1 66,223  12.01  47,039  15.37 
Redeemed -  -  (53,312)  40.86 

Outstanding at December 31 145,548  $ 16.84  79,325  $ 20.88 

¹Fair value at the date of the grants. Grants included notional dividends. 

During 2025, the Company recorded compensation recovery for these DSUs of $0.2 million (2024: $0.7 
million recovery), with a corresponding decrease to accounts payable and accrued liabilities (Note 14). 

(c) Performance share unit plan 

The Company has established a PSU Plan for designated officers and certain other eligible employees 
of the Company. Under the terms of the PSU Plan, participants are granted a number of PSUs based 
on a target award divided by the value of the Company’s common shares at the effective date of grant. 
All PSU holders are entitled to PSU dividends, equivalent to the dividend they would have received had 
they held their PSUs as common shares. 

Performance targets are set by the Company’s Board of Directors. The number of PSUs which will 
ultimately vest will be the original number of PSUs granted plus PSUs equal to the value of accrued 
notional dividends over the performance period. For dividends, the number of PSUs allotted is 
determined by dividing the total dollar value of the dividend each PSU holder would have received, by 
the closing share price on the trading day immediately after the dividend date of record. The redemption 
value of vested PSUs will range from 0% to 200% based on return on capital employed over a three-
year performance period, and, commencing with grants in 2025, an equal weighting between return on 
capital employed and adjusted earnings before interest, tax, depreciation and amortization per thousand 
board feet of lumber shipments, over a three-year performance period. 

 Year ended December 31, 2025  Year ended December 31, 2024 
 

Number of 
PSUs 

 
Weighted 
average 

unit value1 
 Number of 

PSUs 
 

Weighted 
average 

unit value1 

Outstanding at beginning of year 202,181  $ 30.25 119,148  $ 46.58 
Granted1 216,061  12.75  120,720  19.12 
Redeemed (29,186)  60.51  (37,687)  46.21 
Forfeited (16,666)  18.70  -  - 

Outstanding at December 31 372,390  $ 18.24  202,181  $ 30.25 

¹Fair value at the date of the grants. Grants included notional dividends. 

During 2025, the Company recorded a negligible compensation expense for these PSUs (2024: 
negligible compensation expense), with a corresponding change to accounts payable and accrued 
liabilities (Note 14). 
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18. Share-based compensation plans (continued) 

Supporting information (continued) 

(d) Restricted share unit plan 

In 2020, the Company established an RSU Plan for designated officers and employees of the Company. 
Under the terms of the RSU Plan, participants are granted a number of RSUs based on a target award 
divided by the value of the Company’s common shares at the effective date of grant. All RSU holders 
are entitled to RSU dividends equivalent to the dividend they would have received if they held their RSUs 
as common shares. 

The number of RSUs which will ultimately vest will be the original number of RSUs granted plus RSUs 
equal to the value of accrued notional dividends over the three-year vesting period. For dividends, the 
number of RSUs allotted is determined by dividing the total dollar value of the dividend each RSU holder 
would have received, by the closing share price on the trading day immediately after the dividend date 
of record. 

 Year ended December 31, 2025  Year ended December 31, 2024 

 
Number of 

RSUs  

Weighted 
average 

unit value1  
Number of 

RSUs  

Weighted 
average 

unit value1 
Outstanding at beginning of year 381,688  $ 26.15 155,490  $ 46.19 

Granted1 219,088  12.75  282,162  19.39 
Redeemed (50,991)  48.96  (55,964)  47.73 
Forfeited (27,778)  19.18  -  - 

Outstanding at December 31 522,007  $ 18.67  381,688  $ 26.15 

¹Fair value at the date of the grants. Grants included notional dividends. 

During 2025, the Company recorded compensation expense for these RSUs of $2.0 million (2024: $1.0 
million) with a corresponding increase to accounts payable and accrued liabilities and other liabilities 
(Note 14). 

19. Loss per share 

Loss per share is calculated utilizing the treasury stock method for determining the dilutive effect of options 
issued. The reconciliation of the numerator and denominator is determined as follows: 

 Year ended December 31, 2025  Year ended December 31, 2024 
 Net loss 

attributable to 
equity 

shareholders 

Weighted 
average 

number of 
shares 

Per 
share  

Net loss 
attributable to 

equity 
shareholders 

Weighted 
average 

number of 
shares 

Per 
share 

Issued shares, beginning of year  10,558,183    10,558,183  
Effect of shares:        

Issued  -    -  
Repurchased  -    -  

Basic loss per share $ (79.8) 10,558,183 $ (7.56)  $ (30.4) 10,558,183 $ (2.88) 
Effect of dilutive securities:        

Stock options   -    -  
Diluted loss  per share $ (79.8) 10,558,183 $ (7.56)  $ (30.4) 10,558,183 $ (2.88) 

 
20. Capital management 

The Company’s strategy for managing capital is to maintain a capital position that provides financial flexibility, 
maintains investor, creditor and market confidence and sustains future development of the business. The 
Company manages its capital structure through robust planning, budgeting and forecasting processes and 
ongoing management of operations and capital expenditures. 
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20. Capital management (continued) 

Changes to the capital structure may be made as strategic opportunities arise. To maintain or adjust its 
capital structure, the Company may buy back shares, issue new shares, source new debt, or sell assets, 
including through the establishment of limited partnerships. The Company has internal controls to ensure 
changes to the capital structure are properly reviewed and approved.  

In support of the Company’s key strategic priorities, including optimizing our business platform and growing 
our value-added, specialty and engineered wood products business, the Company continues to make 
investments to support accelerating the transition to higher value products. The Company incurs annual 
expenditures for the maintenance of capital assets, as well as to fund roads and bridges to access timber 
stands for harvesting purposes. The Company also evaluates various strategic and discretionary capital 
expenditures against internal return hurdles, with the objective of maximizing long-term shareholder value.  

From time to time, the Company purchases its own common shares on the market under a defined Normal 
Course Issuer Bid (“NCIB”), depending upon market prices. All repurchased common shares are cancelled. 
The Company’s NCIB was not renewed after its expiry on August 10, 2024. 

Payment of dividends on the Company’s common shares is at the discretion of the Board of Directors and 
depends on the Company’s financial condition, capital expenditure funding requirements, credit agreement 
financial covenants and other factors. The quarterly dividend was suspended in late 2023 and has not been 
reinstated.   

The Company monitors capital using a ratio of net debt to capitalization. Net debt is calculated as total long-
term debt and bank indebtedness less cash and cash equivalents. Capitalization comprises net debt and 
equity attributable to equity shareholders. Under the Credit Facility agreement, the Company is subject to 
certain financial covenants, including a total debt to total capitalization ratio of less than 32.5%, with 
calculations based on defined terms under the Credit Facility.  

The Company is not subject to any statutory capital requirements. Under the Company’s Option Plan, 
commitments exist to issue common shares. 

21. Commitments and contingencies 

(a) Softwood lumber duty dispute 

On October 12, 2015, the softwood lumber agreement between Canada and the US, under which 
Canadian softwood lumber shipments to the US (“shipments”) were assessed an export tax by the 
Canadian government, expired.   

From 2017 onward, as a result of petitions filed by the US Lumber Coalition, and others, and 
determinations made by the US International Trade Commission, the US Department of Commerce 
(“DoC”) imposed Countervailing (“CV”) and Anti-dumping duties (“AD”) on shipments to the US from 
Canada.  

As each DoC Administrative Review (“AR”) of a shipment year is completed, final rates are published in 
the federal register and a revised cash deposit rate is established until publication of final rates of the 
next AR. 

The Company expenses export taxes at the cash duty deposit rate as lumber shipments are made. 
Where final duty rates differed from cash deposit rates, the Company recognized revisions to its export 
tax expense.  

As cash deposit rates differed from final duty rates for lumber shipments made in 2017 through 2023, 
the Company recognized a long-term interest-bearing duty receivable totalling USD$3.2 million ($4.4 
million) in its statements of financial position. During the year ended December 31, 2025, export tax 
expense of $92.8 million (2024: $24.5 million) was recorded in the statements of comprehensive loss, of 
which $91.0 million relates to AD and CV duties. 
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21. Commitments and contingencies (continued) 

(a) Softwood lumber duty dispute (continued) 

Under US law, the DoC and US International Trade Commission (“USITC”) are required to conduct a 
sunset review no later than five years after an AD or CV order is issued. The DoC review determines 
whether revoking the orders would be likely to lead to a continuation or recurrence of dumping or 
subsidies. The USITC review determines whether revoking the orders would be likely to lead to a 
continuation or recurrence of material injury to the US industry. If both determinations are negative, the 
orders will be revoked.  

On February 21, 2025, the DoC initiated its seventh AR of CV and AD for shipments in 2024, with 
expected preliminary results released in April 2026.  

On July 21, 2025, a binational Canada-United States-Mexico Agreement (“CUSMA”) Chapter 10 Panel 
(the “Panel”) issued its initial decision with respect to Canada’s challenge of the DoC’s final results of 
the first AR (“AR1”) of the AD order on Canadian softwood lumber products. AR1 relates to softwood 
lumber exports from the period April 28, 2017 through December 31, 2018. The Panel determined that 
certain key aspects of the DoC’s final AR1 AD results were inconsistent with US law and directed the 
DoC to review those aspects of its decision. On September 17, 2025, the Panel dismissed the case at 
the joint request of the Canadian and US parties.  

On July 25, 2025, the DoC announced its final AD rates applicable to Western related to the sixth AR of 
20.56%, compared to the previous AD rate of 7.66%. On August 8, 2025, the DoC announced its final 
CV rates applicable to Western related to AR6 of 14.63%, compared to the previous CV rate of 6.74%. 
On September 11, 2025, the DoC amended the AD rate to 20.53% to correct a ministerial calculation 
error. Western recorded a non-cash export tax expense of USD$44.1 million ($59.5 million), plus 
accrued interest of approximately USD$8.2 million ($11.4 million), in 2025 related to the sixth AR final 
AD and CV rates (2024: export tax recovery of USD$0.8 million; CAD$1.0 million related to the fifth AR 
final AD and CV rates). Cash deposits accrue at the most recent final AD and CV duty rates. 

The following table summarizes the cash deposit rates in effect and the preliminary and final rates 
applicable to Canadian lumber shipments to the US for the periods presented:   

  July 29, 2025 Aug. 19, 2024 Aug. 1, 2023 
 Aug. 11, 2025  through through through 
Lumber shipment date Onward Aug. 11, 2025 July 28, 2025 Aug. 18, 2024 

Cash deposit rate     
CV 14.63% 6.74% 6.74% 1.79% 
AD 20.53% 20.53% 7.66% 6.26% 

Combined 35.16% 27.27% 14.40% 8.05% 
     
  AR6 AR5 AR4 
Lumber shipment year        2023 Final 2022 Final 2021 Final 

Duty rate     
CV  14.63% 6.74% 1.79% 
AD  20.53% 7.66% 6.26% 

Combined  35.16% 14.40% 8.05% 

     

As at December 31, 2025, including interest of USD$4.0 million (2024: USD$10.2 million), the duty 
receivable of USD$7.2 million (2024: USD$57.5 million) was revalued at the year-end exchange rate to 
CAD$9.9 million (2024: CAD$82.7 million).  

Interest expense of $8.6 million was recorded in finance costs for the year ended December 31, 2025 
(2024: $4.6 million interest recovery). A foreign exchange loss of $4.7 million was recorded in other 
income for the year ended December 31, 2025 (2024: foreign exchange gain of $6.4 million). 

As at December 31, 2025, the Company had paid $283 million (USD$206 million) of duties, all of which 
remain held in trust by US Department of Treasury (2024: $264 million (USD$184 million)). With the 
exception of USD$3.2 million (CAD$4.4 million) of duty deposits recognized as a receivable, all duty 
deposits have been expensed at the cash deposit rates in effect at the date of payment.  
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21. Commitments and contingencies (continued) 

(b) Incremental US Tariffs 

On September 29, 2025, US President Donald Trump signed an executive order imposing a 10% tariff 
on imported lumber products through Section 232 of the Trade Expansion Act. The incremental 10% 
tariff became effective on October 14, 2025. During the year ended December 31, 2025, export tax 
expense of $1.8 million was recorded in the statements of comprehensive loss related to incremental 
US Tariffs.  

(c) Manufactured Forest Products Regulation  

In 2020, the Province amended the Manufactured Forest Products Regulation (the “Regulation”) to 
require lumber made from Western Red Cedar (“WRC”) and cypress (“yellow cedar”) be fully 
manufactured to be eligible for export, with the application of a tax on WRC and yellow cedar exported 
from the BC Coast to any location within 3,000 miles. The Regulation set a variable tax rate dependent 
upon the extent of processing applied to the lumber before it is exported. 

During 2025, the Company recorded export tax expense of $1.6 million (2024: $2.8 million) in cost of 
goods sold in respect of this Regulation. 

(d) Litigation and claims 

In the normal course of business, the Company may be subject to claims and legal actions that may be 
made by customers, unions, suppliers and others in respect of which either provision has been made or 
for which no material liability is expected. Where the Company is unable to determine the outcome of 
these disputes no amounts have been accrued in these consolidated financial statements. 

(e) Long-term fibre supply agreements 

Accounting policy 

Deferred revenue is the result of the contractual obligations incurred upon the acquisition of the 
Englewood Logging Operation in March 2006 and requires Western to deliver a specified volume of fibre 
(chips and pulp logs) over the term of the contract. Accordingly, the deferred revenue is amortized into 
net income for the period on a straight-line basis over 40 years, being the term of the related fibre supply 
contract.  

Supporting information 

The Company has long-term commitments to supply fibre to third parties including a 40-year agreement, 
entered into on March 17, 2006 in conjunction with its acquisition of the Englewood Logging Division 
(“Englewood”). As consideration for entering into this agreement, the Company received a price premium 
of $80.0 million earned as wood chips are delivered over the contract term, of which $45.0 million was 
set-off against the consideration due by the Company on its acquisition of the Englewood assets. The 
Company recorded the price premium as deferred revenue (Note 24(b)) and granted a first charge over 
the acquired assets to secure certain of these obligations. 

In addition, certain of the Company’s long-term fibre supply agreements with third parties have minimum 
volume requirements and may, in the case of a failure to produce the minimum annual volume, require 
the Company to conduct whole log chipping or sell saw logs, which could reduce log availability for our 
sawmills, source the deficiency from third parties at additional cost or incur a penalty under the fibre 
supply agreements. If the Company takes any significant curtailments in its sawmills its chip production 
would decline, increasing the risk that the Company would not meet its contractual obligations where it 
is not possible to secure replacement chips on the open market. Based on chip and pulp log volumes 
supplied in 2025 and 2024, and the exercise of force majeure provisions the Company believes it has 
satisfied annual fibre commitments for those years. 

(f) Bond obligations 

As at December 31, 2025 the Company posted $6.1 million in bid bonds (2024: $10.8 million) for 
purchases under timber sales agreements, with expiry dates extending through January 2027 and $41.2 
million in customs bonds (2024: $37.4 million) for softwood lumber duties. The customs bonds, which 
are partially secured by letters of credit of $28.8 million (2024: $24.5 million) at December 31, 2025, 
remain outstanding until the related softwood lumber duties are liquidated. 
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21. Commitments and contingencies (continued) 

(g) Purchase commitments 

As at December 31, 2025, the Company had contracts to acquire equipment totalling $14.2 million (2024: 
$12.2 million) and contractual commitments of $7.5 million (2024: $11.2 million) for purchases of lumber 
for wholesale programs.  

(h) Pension funding commitments 

The Company has funding requirements under its defined benefit pension plans of $0.5 million for 2026 
and an estimated $0.5 million per year on average for 2027 to 2034, or until such time as a new funding 
valuation may lead to a change in the payments required. 

22. Employee future benefits 

Accounting policy 

(a) Termination benefits 

Termination benefits are expensed at the earlier of when the Company can no longer withdraw the offer 
of those benefits and when the Company recognizes a cost for restructuring that includes the payment 
of termination benefits. 

(b) Short-term employee benefits 

Short-term employee benefit obligations, including bonus plans, are measured on an undiscounted basis 
and are expensed as the related service is provided. A liability is recognized for expected payments if 
the Company has a present legal or constructive obligation to pay this amount as a result of past service 
provided by the employee and the obligation can be reliably estimated. 

(c) Employee future benefits  

The Company has various defined benefit and defined contribution plans that provide pension or other 
retirement benefits to most of its salaried employees and certain hourly employees not covered by forest 
industry union plans. The Company also provides other post-employment benefits and pension bridging 
benefits to eligible retired employees. 

The defined benefit plan provides a specified pension benefit to be received by an employee after 
retirement, usually dependent on one or more factors such as age, years of service and compensation. 
The Company’s net obligation in respect of its defined benefit plans is calculated separately for each 
plan by estimating the amount of future benefit that employees have earned in return for their service in 
the current and prior periods discounted to present value, and offset by the fair value of the plan assets. 
The calculation is performed annually by a qualified actuary using the actuarial cost projected unit credit 
method. 

When the calculation gives rise to a pension asset, the recognized asset is limited to the present value 
of economic benefits available in the form of any future refunds from the defined benefit plan or 
reductions in future contributions to the defined benefit plan. In order to calculate the present value of 
economic benefits, consideration is given to any minimum funding requirements that apply to any defined 
benefit plan. 

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses, the 
return on plan assets and the effect of the asset ceiling test are recognized immediately in other 
comprehensive income. The Company calculates the net interest expense (income) on the liability by 
applying the discount rate used to measure the defined benefit obligation at the beginning of the year to 
the liability, considering any changes in the net defined benefit liability over the year as a result of 
contributions and benefit payments. Net interest and other expenses related to defined benefit plans are 
recognized in net income. 

Where a defined benefit plan’s benefits are altered or curtailed, the resulting change in benefit that 
relates to past service or the gain or loss on curtailment is recognized immediately in net income. The 
Company recognizes gains and losses on settlement of a defined benefit plan when the settlement 
occurs.  
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22. Employee future benefits (continued) 

(c) Employee future benefits (continued) 

Western also makes fixed contributions to privately administered investment funds on behalf of defined 
contribution plan members. The Company has no further payment obligations once the contributions 
have been paid. 

The contributions are recognized as employee benefit expense in net income as services are rendered 
by employees. Prepaid contributions are recognized as an asset to the extent that a cash refund or a 
reduction in the future payments is available. 

For hourly employees covered by forest industry union defined benefit pension plans, the Company’s 
contributions as required under the collective agreements are charged to net income as services are 
rendered by employees. The Company has no further payment obligations once the contributions have 
been paid. 

Supporting information 

Information about the Company's defined benefit salaried pension plans and other non-pension benefits, 
in aggregate, is as follows:  

 December 31, 2025  December 31, 2024 
 Salaried 

pension 
plans 

Non-
pension 
plans 

 
Salaried 
pension 
plans 

Non-
pension 
plans 

Accrued benefit obligation:      
Balance, beginning of year $ 87.6 $ 2.2  $ 90.6 $ 2.3 

Current service costs and administrative expenses 0.3 -  0.3 - 
Benefits and administrative expenses paid  (7.4)  (0.1)  

(
 (8.0)  (0.2) 

Interest cost 3.8 0.1  4.0 0.1 
Actuarial (gain) loss  (3.5) -  0.7 - 

Balance, end of year $ 80.8 $ 2.2  $ 87.6 $ 2.2 
      
Plan assets:      

Fair value, beginning of year $ 84.9 $ -  $ 88.2 $ - 
Company’s contributions 0.8 0.1  1.2 0.2 
Benefits and administrative expenses paid (7.4) (0.1)  (7.9) (0.2) 
Interest on plan assets 3.8 -  3.9 - 
Actuarial loss (1.0) -  (0.5) - 

Fair value, end of year $ 81.1 $ -  $ 84.9 $ - 

Net employee future benefits liability (asset) recognized in  
consolidated statements of financial position (Note 14) $ (0.3) $ 2.2  $ 2.7 $ 2.2 

      
Cumulative actuarial (losses) gains, beginning of year $ (32.0) $ 3.1  $ (30.8) $ 3.1 

Actuarial gain (loss) recognized directly in OCI 2.5 -  (1.2) - 
Cumulative actuarial (losses) gains, end of year $ (29.5) $ 3.1  $ (32.0) $ 3.1 
      
Experience gains (losses):      

Experience losses on plan assets:        
Amount $ (1.0)  n/a  $ (0.4)  n/a 
Percentage of plan assets  (1.26%)  n/a   (0.44%)  n/a 

Experience gains (losses) on plan liabilities:      
Amount $ 2.8 $ -  $ (0.1) $ - 
Percentage of plan liabilities  3.37%  0.00%   (0.07%)  0.00% 

 

The Company has several funded and unfunded defined benefit plans, a defined contribution pension 
plan and a group registered retirement savings plan which provide retirement benefits to substantially all 
salaried employees and certain hourly employees. In addition, the Company provides other unfunded 
post-employment benefits to certain former salaried and hourly employees. 

The funded and unfunded defined benefit pension plans were closed to new entrants effective June 30, 
2006. No further benefits accrue under these plans for years of service after December 31, 2010, and 
no further benefits accrue under these plans for compensation increases effective December 31, 2016.  
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22. Employee future benefits (continued) 

(c) Employee future benefits (continued) 

Supporting information (continued) 

The Company’s other post-employment benefit plans are non-contributory and include a range of health 
care and other benefits. 

Total cash payments for employee future benefits for the year ended December 31, 2025 were $10.9 
million (2024: $12.6 million), consisting of cash contributed by the Company to its funded pension plans, 
cash payments directly to beneficiaries for its unfunded other benefit plans, and cash contributed to the 
forest industry union defined benefit plans. 

The Company measures the fair value of plan assets and the accrued benefit obligations for its defined 
benefit plans for accounting purposes annually at December 31. The most recent actuarial valuations of 
the funded defined benefit pension plans were performed at December 31, 2024. The next actuarial 
valuation for both the funded and unfunded defined benefit plans and other unfunded post-employment 
benefit plans is scheduled in 2028 for December 31, 2027. Included in the accrued benefit obligations 
and plan assets for salaried pension plans, are accrued benefit obligations of $78.7 million at December 
31, 2025 (2024: $85.4 million) in respect of plans that are wholly or partially funded. 

The following is a breakdown of the defined benefit pension plan assets by nature of investment 
categories: 

 
December 31, 

2025 
 

December 31, 
2024 

Equity securities  0%  5% 
Debt securities 98%  92% 
Other 2%  3% 

 100%  100% 

 
The significant actuarial assumptions adopted in measuring the Company's accrued benefit obligations 
(expressed as weighted averages) are as follows: 
 

December 31, 
2025  

December 31, 
2024 

 December 31, 2025 
 Increase (decrease) of 

accrued benefit 
obligation with change 

assumption 
 1% 

Increase 
1% 

Decrease 
Discount rate, beginning of year for:       

Pension plans  4.54%   4.63%  n/a n/a 
Non-pension plans  4.50%   4.65%  n/a n/a 

       
Discount rate, end of year for:       

Pension plans  4.64%   4.54%  $  (6.3) $  7.4 
Non-pension plans  4.55%   4.50%   (0.2)  0.2 

       
       

 
The Company's salaried employees’ pension and non-pension benefits expense is as follows: 

 December 31, 2025  December 31, 2024 
 Salaried 

pension 
plans 

Non-
pension 

plans 
 

Salaried 
pension 
plans 

Non-
pension 
plans 

Defined benefit plans:      
Current service costs and administrative expenses $ 0.3 $ -  $ 0.3 $ - 
Net interest cost (Note 27) - 0.1  0.1 0.1 

Total cost of employee post-retirement benefits $ 0.3 $ 0.1  $ 0.4 $ 0.1 

The Company is committed to making funding contributions to its defined benefit plans of $1.0 million 
during 2026. 
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22. Employee future benefits (continued) 

(c) Employee future benefits (continued) 

Supporting information (continued) 

The Company’s unionized employees are members of industry-wide pension plans to which the 
Company contributes a predetermined amount per hour worked by an employee. The Company’s liability 
is limited to its contributions. The pension expense for these plans is equal to the Company’s 
contributions. For 2025, such contributions amounted to $5.1 million (2024: $6.3 million). 

23. Segmented information 

Accounting policy 

A business segment is a group of assets and operations engaged in providing products or services subject 
to risks and returns that are different from those of other business segments. The Company is an integrated 
forest products company operating in one business segment comprised of timber harvesting, lumber 
manufacturing and log and lumber sales in world-wide markets. 

A geographical segment is engaged in providing products or services within a particular economic 
environment subject to risks and returns that are different from those of segments operating in other 
economic environments.  

The Company manages its business as a single operating segment, with the majority of Western’s property, 
plant and equipment, biological assets and timber licences located in BC, Canada. The Company harvests 
and purchases logs which it manufactures into lumber at the Company’s sawmills and remanufacturing 
facilities, and sells its logs and lumber in world-wide markets. Supporting information is included in Note 24. 

24. Revenue 

Accounting policy 

Revenue from the sale of goods or provision of services is measured based on the consideration specified 
in a customer contract, net of rebates and discounts. Revenue is recognized when control over a product 
transfers from the Company to the customer. The timing of transfer of control varies dependent upon the 
individual terms of the sales contract. 

Amounts charged to customers for shipping and handling are recognized as revenue and shipping and 
handling costs and export taxes incurred by the Company are recorded in costs and expenses. 

The following is a description of principal activities from which the Company generates its revenue. 

Lumber 

Revenue is recognized when control over lumber and engineered wood products is transferred to the 
customer. The timing of transfer of control varies depending on the individual terms of the sales contract, but 
is typically when lumber is loaded onto the mode of transportation. The revenue recognized is adjusted for 
discounts related to early payment at the point in time control is transferred, based on historical experience. 

Logs 

Revenue is recognized when control over logs is transferred to the customer. The timing of transfer of control 
varies depending on the individual terms of the sales contract, but is typically at the time logs are loaded 
onto the vessel or delivered to the transfer point, and payment is secured. No early payment discounts are 
offered for log sales.  

By-products 

Revenue is recognized when control over by-products is transferred to the customer, the timing of this 
transfer of control varies depending on the individual terms of the sales contract, but is typically at the time 
by-products leave the Company’s facilities or are scaled at the pick-up location. No early payment discounts 
are offered for by-product sales.  
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24. Revenue (continued) 

Accounting policy (continued) 

Forestry services and other 

Revenue is recognized for harvesting, road building and other services as performance obligations under 
the contractual arrangement are met and services are delivered. No early payment discounts are offered for 
forestry and other services performed. 

Supporting information 

(a) Disaggregation of revenue 

In the following table, revenue is disaggregated by primary geographical market, based on the known 
origin of the customer, and by major product. 

  Years ended December 31, 
  2025  2024 

Primary geographic markets     
Canada  $ 359.8  $ 391.5 
United States  324.0  381.0 
Japan  109.4  125.0 
China  86.0  79.4 
Other  88.3  73.7 
Europe  19.0  13.3 

  $ 986.5  $ 1,063.9 
     
Major products     

Lumber  $ 764.5  $ 817.1 
Logs  157.6  188.0 
By-products   38.4  41.7 
Forestry services and other  26.0  17.1 

  $ 986.5  $ 1,063.9 

(b) Contract balances 

The following table provides information about receivables and contract liabilities from contracts with 
customers.   

   Years ended December 31, 
     2025  2024 

Trade and other receivables     $ 63.5  $ 57.5 
Long-term loan receivable (Note 9)     0.3  0.7 
Contract liabilities     40.4  42.5 

  
The contract liabilities relate to the consideration received from a customer for a long-term fibre supply 
contract and are recognized as deferred revenue, for which revenue is recognized straight-line over the 
term of the contract (see Note 21(e)). The Company recognized related revenue of $2.1 million in 2025 
(2024: $2.0 million). 

25. Operating restructuring items 
 Years ended December 31, 
 2025  2024 

Retirement and other benefits  $ 0.2  $ 1.3 
Impairment of assets held for sale (Note 5) -  2.8 
Curtailment costs (Note 5) 1.1  0.9 
Other 0.6  0.5 
 $ 1.9  $ 5.5 

In 2024, the Company reversed $0.9 million in retirement and other benefits previously recognized, offsetting 
$2.2 million recognized on the indefinite curtailment of APD. 
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26. Other income  

 Years ended December 31, 
 2025  2024 

Gain on sale of private timberlands  $ 23.7  $ - 
Gain on sale of assets held for sale (Note 5) 0.2  - 
Loss on disposal of property, plant and equipment (Note 6) (0.1)  (0.6) 
Fire-related impairments (3.9)  - 
Foreign exchange (losses) gains  (5.3)  7.0 
Insurance recovery 6.9  - 
Other 0.1  0.1 
 $ 21.6  $ 6.5 

On February 10, 2025, the Company completed the sale of 14,294 hectares of fee simple land, biological 
assets and infrastructure on northern Vancouver Island, BC for net proceeds of $67.3 million to a Canadian 
affiliate of the Eastwood Climate Smart Forestry Fund I. The Company recorded a gain of $23.7 million on 
the sale.  

On June 29, 2025, the Company’s CVD sawmill site, located in Vancouver, Washington, sustained extensive 
damage in a fire, rendering the mill inoperable. As a result of the fire, the Company recorded impairment 
charges of $3.2 million related to property, plant and equipment and $0.7 million related to inventory that 
was damaged. During the year ended December 31, 2025, the Company recognized $6.9 million in an 
insurance recovery related to the fire as an initial deposit. 

27. Finance costs  

Accounting policy 

Finance costs comprise interest expense on long-term debt and lease liabilities, amortization of deferred 
financing costs, unwinding of the discount on the reforestation obligation, net interest on the defined benefit 
plan obligation, net interest accrued on the export tax receivable, offset by interest accrued on other notes 
receivable. All finance costs (income) are recognized in net income during the period using the effective 
interest method with the exception of the net interest on the net defined benefit obligation, which is 
recognized as described in Note 22. 

Supporting information 

 Years ended December 31, 
 2025  2024 

Long-term debt $ 4.4  $ 8.8 
Lease liabilities (Note 12) 1.2  1.1 
Employee future benefits obligation (Note 22) 0.2  0.2 
Unwind of discount on provisions (Note 13) 0.4  0.5 
Interest expense (income) on export tax receivable (Note 21(a)) 8.6  (4.6) 
Amortization of deferred financing costs 0.5  0.3 
Other 0.2  0.4 
 $ 15.5  $ 6.7 
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28. Financial instruments – fair values and risk management 

Accounting policy 

IFRS 9, Financial Instruments sets out requirements for recognizing and measuring financial assets, financial 
liabilities and some contracts to buy or sell non-financial items, as described below.  

(a) Financial assets 

The Company classifies its financial assets in the following categories: amortized cost, fair value through 
other comprehensive income (“FVOCI”) – debt investment; FVOCI – equity investment; or fair value 
through profit and loss (“FVTPL”), depending upon the business model in which a financial asset is 
managed and its contractual cash flow characteristics. 

A financial asset is measured at amortized cost if it meets both of the following conditions: 

 It is held within a business model whose objective is to hold assets to collect contractual cash flows; 
and 

 Its contractual terms give rise on specified dates to cash flows that are solely payments of principal 
and interest on the principal amount outstanding. 

All financial assets not measured at amortized cost or FVOCI are measured at FVTPL. This includes all 
derivative financial assets including foreign currency forward contracts and export tax receivable. 

Cash and cash equivalents, short-term investments expected to be held to maturity, and trade and other 
receivables are categorized as amortized cost and are initially measured at fair value plus any direct 
transaction costs and thereafter at amortized cost using the effective interest rate method, less any 
impairment losses. The Company applies an “expected credit loss” (“ECL”) model to calculate the 
impairment of financial assets.  

The Company does not currently have any debt or equity investments classified as measured at FVOCI. 

(b) Financial liabilities 

Financial liabilities are recognized for contractual obligations to deliver cash or other financial assets or 
exchange financial assets or financial liabilities under potentially unfavourable conditions.   

Trade payables and provisions, lease liabilities, and loans and borrowings including long-term debt are 
categorized as other financial liabilities and are initially measured at fair value on the transaction or 
origination date less any related transaction costs and thereafter at amortized cost using the effective 
interest rate method. The Company derecognizes a financial liability when its contractual obligations are 
discharged, cancelled, or expire. The Company’s non-derivative financial liabilities are measured at 
amortized cost using the effective interest method. 

The Company may enter into derivative financial instruments (foreign currency forward contracts) in 
order to mitigate its exposure to foreign exchange risk. The Company’s policy is not to use derivative 
financial instruments for trading or speculative purposes and has not designated these instruments as 
hedges for accounting purposes. Measured at FVTPL, the Company records these contracts at fair value 
on the consolidated statements of financial position with changes in value recognized as gains or losses 
within sales in net income. 

(c) Derivative financial instruments  

Financial assets and liabilities are offset, and the net amount presented in the consolidated statements 
of financial position when, and only when, the Company has a legal right to offset the amounts and 
intends either to settle on a net basis or to realize the asset and settle the liability simultaneously. 
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28. Financial instruments – fair values and risk management (continued) 

Supporting information 

(d) Accounting classifications and fair values 

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, 
including their levels in the fair valuation hierarchy. It does not include fair value information for financial 
assets or liabilities not measured at fair value if the carrying amount is a reasonable approximation of 
fair value. Fair value level categorizations remain unchanged between 2025 and 2024. 

  December 31, 2025  December 31, 2024 

 Level 
Mandatory 
at FVTPL 

Amortized 
cost Total  

Mandatory 
at FVTPL 

Amortized 
cost Total 

Financial assets         
Cash and cash equivalents 2 $ - $ 4.3 $ 4.3  $ - $ 7.9 $ 7.9 
Trade and other receivables 3 - 63.5 63.5  - 57.5 57.5 
Note receivable (Note 9) 3 - 2.6 2.6  - 2.6 2.6 
Long-term receivable (Note 9) 3 - - -  - 0.3 0.3 
Other advances 3 - 1.2 1.2  - 1.2 1.2 

Export tax and related interest 
receivable (Note 21(a)) 3 9.9 - 9.9  82.7 - 82.7 

Total financial assets  $ 9.9 $ 71.6 $ 81.5  $ 82.7 $ 69.5 $ 152.2 
         

 Level 
Mandatory 
at FVTPL 

Other 
financial 
liabilities Total  

Mandatory 
at FVTPL 

Other 
financial 
liabilities Total 

Financial liabilities         
         
Bank indebtedness  2 $ - $ 0.4 $ 0.4  $ - $ - $ - 

Accounts payable and accrued 
liabilities 2 - 88.9 88.9  - 110.7 110.7 

Liabilities directly associated with 
assets held for sale (Note 5) 2 - - -  - 0.3 0.3 

Long-term debt (Note 11) 2 - 38.5 38.5  - 86.0 86.0 
Lease liabilities (Note 12) 2 - 21.1 21.1  - 19.5 19.5 

Total financial liabilities  $ - $ 148.9 $ 148.9  $ - $ 216.5 $ 216.5 

 

(e) Financial risk management 

The use of financial instruments exposes the Company to credit risk, liquidity risk, and market risk. Other 
than as described below, Management does not consider the risks to be significant. 

The Board of Directors has oversight responsibility for the Company’s risk management framework. The 
Company identifies, analyzes and actively manages the financial market risks associated with changes 
in foreign exchange rates, interest rates and commodity prices. Western has established risk 
management policies and controls to identify and analyze the risks faced by the Company, to set 
appropriate risk limits and to monitor risks and adherence to limits. Currently, the Company only engages 
in foreign exchange forward contract trading activities to mitigate exposure to foreign currency 
fluctuations. 

(i) Credit risk 

Credit risk is the risk of financial loss to the Company should a customer or counterparty to a financial 
instrument fail to meet its contractual obligations and arises primarily from the Company’s 
receivables from customers. The carrying amount of the Company’s financial assets represents its 
maximum credit exposure. 

The Company held cash and cash equivalents of $4.3 million at December 31, 2025 (2024: $7.9 
million), which represents its maximum credit exposure on these assets. The cash and cash 
equivalents are held at highly rated financial institutions and as such, the Company does not believe 
that these are exposed to significant credit risk. 
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28. Financial instruments – fair values and risk management (continued) 

Supporting information (continued) 

(e) Financial risk management (continued) 

(i) Credit risk (continued) 

Accounts receivable  

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each 
customer. The Company has established policies and controls to review the creditworthiness of new 
customers, including review of external credit ratings, and bank and other references. Purchase 
limits are established for each customer and are regularly reviewed. In some cases, where 
customers fail to meet the Company’s benchmark creditworthiness, the Company may choose to 
transact with the customer based on terms which are secured by a guarantee or cash deposit or 
alternatively by insuring the accounts receivable.  

The Company’s general practice is to insure substantially all lumber receivables for 90% of value 
with the Export Development Canada or Coface Canada, with the exception of China and Japan 
which are sold on either a cash basis or secured by irrevocable letters of credit, which limits the 
Company’s credit exposure. 

Management also considers the demographics of the Company’s customer base, including the 
default risk of the industry and country in which customers operate, as these factors may influence 
credit risk. The Company has determined that there is no concentration of credit risk either 
geographically or by counterparty. 

The Company regularly reviews the collectability of its accounts receivable and establishes an 
allowance for doubtful accounts based on its best estimate of any potentially uncollectible accounts. 
The allowance for doubtful accounts was negligible as at December 31, 2025 and 2024. 

The aging of trade and other receivables as at December 31 was as follows:  

 
December 31, 

2025 
 

December 31, 
2024 

Not past due $ 64.8 $ 58.6 
Past due 0-30 days 1.3  1.5 
Greater than 30 days past due -  - 
 $ 66.1  $ 60.1 

Other assets 

The Company has recognized a long-term receivable from the DoC for recovery of export tax and 
accrued interest thereon totalling $9.9 million (see Note 21(a)).   

Although the timing of receipt of the refund remains uncertain, the collectability has minimal risk as 
the amounts are supported by published rates and established calculation methodology published 
in the US Federal Register, and responsibility for payment lies with the US Department of Treasury, 
considered to be creditworthy. 

Guarantees  

The Company did not provide any guarantees in 2025 and 2024. 

(ii) Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations 
associated with its financial liabilities that are settled by delivering cash or another financial asset. 
Management mitigates any liquidity risk associated with the subsequent payment of liabilities 
through the continual monitoring of expenditures and forecasting of liquidity resources. The 
Company maintains a revolving credit facility that can be drawn down to meet short-term financing 
and liquidity needs. 
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28. Financial instruments – fair values and risk management (continued) 

Supporting information (continued) 

(e) Financial risk management (continued) 

(ii) Liquidity risk (continued) 

As at December 31, 2025, the Company had $208.3 million (2024: $136.7 million) unutilized 
drawings available under its Credit Facility. The following are the contractual maturities of financial 
liabilities, including estimated interest payments: 
 Carrying 

amount 
Contractual 
cash flows 

1 year or 
less 

2 – 3 
years 

4 – 5 
Years 

More than 5 
years 

Accounts payable and accrued 
liabilities $ 88.9 $ 88.9 $ 88.9 $ - $ - $ - 

Lease liabilities 21.1 26.6 7.9 6.6 2.0 10.1 
Long-term debt 38.5 46.7 3.2 43.5 - - 
  $ 148.5  $ 162.2  $ 100.0  $ 50.1 $ 2.0 $ 10.1 

 

(iii) Market risk 

Interest rate risk 

The Company is exposed to interest rate risk through its current financial assets and financial 
obligations bearing variable interest rates. Based on the Company’s debt structure at December 31, 
2025, an increase of 1% in interest rates would result in a increase of $0.4 million to finance costs 
(2024: $0.9 million). The Company does not currently use derivative instruments to reduce its 
exposure to interest rate risk. 

Currency risk 

The Company is exposed to currency risk on cash and cash equivalents, accounts receivable, duty 
deposits and recoveries, accounts payable and provisions and intercompany loans that are 
denominated in a currency other than the respective functional currencies of the Company’s 
domestic and foreign operations.  

Most of the Company’s sales transactions are denominated in foreign currencies, primarily, the USD 
and Japanese Yen (“JPY”), exposing the Company to currency risk associated with changes in 
foreign exchange rates. The Company routinely assesses its foreign exchange exposure and may 
use foreign currency exchange forward, collar and option contracts to manage its currency risk. The 
Company does not consider the credit risk associated with the counterparty risk to be significant. 

During 2025, the Company entered into forward contracts to sell USD and JPY in order to mitigate 
a portion of the foreign currency risk. At December 31, 2025, the Company had outstanding 
obligations to sell an aggregate USD$12.0 million at an average exchange rate of CAD$1.3713 per 
USD with maturities through January 16, 2026 (2024: USD$12.0 million at an average exchange 
rate of CAD$1.4369 per USD) and recorded a negligible fair value asset (2024: negligible fair value 
asset) in its consolidated statement of financial position. In 2025, the Company recorded $0.7 million 
in gains on forward contracts (2024: $1.9 million loss) in revenue in its statement of profit and loss. 

Forward contracts in a liability position are included in accounts payable and accrued liabilities on 
the consolidated statements of financial position and assets are included in trade and other 
receivables. 

An increase of 1% in the value of the CAD relative to the USD would result in a loss of approximately 
$0.2 million in relation to the USD foreign exchange contracts held at December 31, 2025 (2024: 
$0.2 million loss). 
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28. Financial instruments – fair values and risk management (continued) 

Supporting information (continued) 

(e) Financial risk management (continued) 

(iii) Market risk (continued) 

Currency risk (continued) 

As at December 31, 2025, the Company held USD$1.5 million (2024: USD$1.8 million) in cash and 
cash equivalents. An increase of 1% in the value of the Canadian dollar relative to the USD would 
result in a negligible decrease to cash and cash equivalents (2024: negligible decrease). 

Certain receivable balances at December 31, 2025 are denominated in foreign currencies, 
principally, the USD. Accordingly, fluctuations in foreign exchange rates may affect the carrying 
value of the underlying accounts receivable. As at December 31, 2025, the Company’s USD 
denominated accounts and other receivables totaled USD$19.9 million (2024: USD$17.6 million). 
An increase of 1% in the value of the Canadian dollar relative to the USD would result in a decrease 
of $0.4 million to accounts and other receivables (2024: $0.4 million decrease).  

As at December 31, 2025, the Company’s export tax receivable and related interest totaled USD$7.2 
million (2024: USD$57.5 million). An increase of 1% in the value of the Canadian dollar relative to 
the USD would result in a decrease of $0.1 million to accounts and other receivables (2024: $0.8 
million decrease). 

 Commodity price risk 

The Company does not enter into commodity contracts other than to meet the Company’s expected 
usage and sale requirements and such contracts are not settled net. 

29. Related parties 

Accounting policy 

Key management personnel are the Company’s directors and executive officers who have authority and 
responsibility for planning, directing and controlling the activities of the Company, either directly or indirectly. 

Supporting information 

Compensation of key management personnel 

The key management personnel of the Company include the executive management team and members of 
the Board of Directors. Key management personnel compensation comprised: 

 Years ended December 31, 
 2025  2024 

Salaries, directors’ fees and short-term benefits $ 6.2  $ 6.3 
Post-employment benefits 0.7  0.8 
Share-based compensation, including mark-to-market adjustment 1.0  0.3 
 $ 7.9  $ 7.4 

As at December 31, 2025, $6.1 million of key management compensation costs were included in accounts 
payable and accrued liabilities and other liabilities (2024: $6.2 million). 
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30. Expense categorization 

Expenses by function:  
 Years ended December 31, 
 2025  2024 

Administration $ 30.3  $ 30.6 
Distribution expenses 164.1  106.0 
Cost of goods sold 910.5  973.7 
 $ 1,104.9  $ 1,110.3 

Distribution expenses include $92.8 million of export taxes which include expenses of $59.5 million (2024: 
$24.5 million net of recoveries of $1.0 million) on finalization of duty rates (see Note 21(a)). 

Selected costs by nature:  
 Years ended December 31, 
 2025  2024 

Compensation costs $ 191.8  $ 207.4 
Amortization in costs of goods sold 49.2  52.5 
Amortization in selling and administration 1.1  2.2 

Compensation costs are included in cost of goods sold and selling and administration. 
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