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February 16, 2008
To: Board of Managers
From: Tom Smith

Subject: Update
Gentlemen and Babette;

The following will provide you with a brief update on reaction to date from the regional meetings, as well as new projections on Steel Plus processing, (SPPC).
To date, we have held regional meetings in Quebec, Pennsylvania, Chicago, Edmonton, and I have met with one member in Atlantic Canada and spoken about the plans with 2 additional members.
Tomorrow, we are meeting with members from the Southeast region in Charlotte, next Tuesday in Toronto with the Ontario region, and the final meeting is being scheduled for New England the 1st week of March.

Attached is the Power Point presentation that is being presented during the meetings. This is the most up-to date version showing the most current proformas for SPPC in Indiana.
I believe that I can tell the Board that based on feedback from meetings to date:

1. There is general acceptance of the NASA proposal.

2. There is general acceptance of the Affiliate member proposal.
3. There is little support for a Processing center in Texas at this time. (some members have said that if the concept is successful in another region, Texas could be re-visited at a later time if recruiting efforts bring in a greater number of members).
4. There is interest from most regions to date in a center that will provide value and services to their region.
5. Most members have focused their interest in a processing center on the ability to purchase mill lengths (from an available inventory), and cut to length services. 
6 Members have offered advise that a greater level of available inventory and selection should be considered.

7. We believe that from the response to date, that attendance at this year’s conference will be at last year’s level or slightly more. 
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Steel Plus Processing:
As mentioned above, there is little support at this time for a center in Texas. It is obviously removed from the central core of SPN members. We want to advise the Board that since the Jan. Board meeting we have been researching the opportunity for a processing business in Indiana (in proximity to SDI)
As presented at the Jan. meeting, Texas was a starting point for the concept because of our ability to develop a relationship with Chapparal  ie: can we be assured of getting steel) as well as having an interested shareholder close to the facility for oversight.

I am attaching a proforma for a similar center in Columbia City, Indiana  that is approximately 2 miles from SDI. We have visited the site following the Midwest regional meeting. The following is a summary of the business plan for SPPC in Indiana.

1. We are in negotiation on a 15 acre (leased) property that is a family owned grain distribution operation. They will continue to run their business for the main property and warehouse (approx. 200,000 sq. ft.), however , they have excess land available.
2. The land is paved and there is rail access.

3. The lease price (gross) is not finalized as yet, however, for projection purposes we have bugeted $100,000 per year. (we believe that the final gross amount will be less)
4. All other assests would be owned and are included in the capital asset projections.

5. Based on feedback from meetings, we are now budgeting an average inventory of $1, 200, 000.

6. Steel Plus investment is budgeted at $1, 000, 000.
7. We have met with SDI, Sales Manager, V.P. Sales, and the new. V.P. (steel and rail) (Micheal Bussey), and have received commitments for supply and support for the initiative.
8. We have met with the Whitney County Economic development commission, to review alternative sites and review economic development incentives for the County.
9. We are projecting relocating Wayne Massingil as Plant Manager.

10. We have adjusted wages and benefits to account for Indiana rates and a full-time sales manager.
11. I will forward site plans in the next week.

I believe that the general reaction from the members to date has been more positive regarding an Indiana venture. We have left the sales numbers for the projections at the 10,000 ton levels, however, I believe that from a sales standpoint, the ability to surpass these projections is enhanced by moving the business closer to a greater mass of our membership. As well, the reaction from the members is that if I (the member) can take advantage of the center, then there is greater support for the concept.
SPN Staffing:

As discussed at the Jan. meeting, we are developing plans for a more direct approach to member relations, recruiting and sales.
At present we are recruiting an IT professional to ensure that our management and program development in this critical area continues. 
We are searching for a purchasing manager to support our supplier development programs and ensure proper succession planning. As well I am evaluating the opportunity to allow for a more direct sales approach to our import program. This will be developed in greater detail based on the results of this search.
We have included a budget for a sales manager SPPC in the projections for this new business.
I am pleased to introduce Mr. Matt Chapman as Regional Manager, Member Relations and Development for English Canada and Western United States. Matt is a native of Edmonton, and has vast experience in member driven buying groups and dealer owned companies. Most recently Matt has worked in building materials and sporting goods. His success in driving sales initiatives and recruiting members to these companies will be a tremendous asset to our company as we grow.
I am currently interviewing (short list candidates) for the Regional Manager position for the Eastern United States.

We have three regional meetings left, and once these are completed I will provide you with an additional report. If you have any problem with these attachments, please let me know and I’ll get them to you by hard copy.
As we  develop additional dat on the Indiana project, I will forward it.

Best Regards, Tom
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