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April 3, 2008
To: All Members

From: Tom Smith

Subject: Presidents Report
              SPN LLC Annual Meeting

              April 14, 2008

Ladies and Gentlemen:
In advance of our upcoming Annual meeting, I am pleased to provide you with the following update on our business plan and a review of the recent regional meetings that we held during February and March. To all of the members who were able to join us for those meeting, I want to express our appreciation for your comments, suggestions and support.
Steel Plus Network, Inc. 

As of December 31, 2007, we now operate as Steel Plus Network, Inc. A (C Corp), based in Delaware. SPN Inc. is 100% owned by Steel Plus Network, LLC.
Year End financial report (Dec. 31, 2007)
The audited financial statements for SPN LLC will be presented at the annual meeting. We will e-mail you a copy of the financial statements this week, and have a copy in your registration kit. We discussed our internal year end statements at the regional meetings. Other than presentation changes, there are no significant changes to our financial statements as a result of our audit. The following is a summary of some of the key variances from 2006:
      1.   Shortfalls in software sales

1. Shortfall from budget on direct/import sales. (it should be noted that our year end sales number has been adjusted for shipments to members after year end. Actual total sales are unchanged from the internal statements) The sales number that you will see on the year end statement will be less than the number that you saw at the regional meetings, however the difference for shipments in January are now reflected in Jan. 08.
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2. Improvements in Rebates earned and distributed (up 30 % from 06)
3. Reserve for bad debt

4. Revenue earned from investments/exchange gains

5. Penalties for IRS late filing (2005)

6. Allocations of surplus to Class ‘A’ and Class ‘B’ members. (Member fees have been reduced, and software margins have been reduced as a result of these allocations) As we advised last fall, to achieve our goal of a %0 taxable surplus, Class ‘A’ members fees were adjusted for Oct., Nov., and Dec. to pre-paid equity for 2008 final installment, and class ‘B’  allocations were made as an adjustment to software sales. Actual profit for software sales in 2007 were $35,732.
SPN Regional meetings:

Meetings have recently been conducted in most regions with SPN members. The following is a summary of responses to major initiatives and programs:

1. I believe that members understand and support our SPN, Inc. (c corp) direction

2. There is broad support for the alliance with North American Steel Alliance.

3. There is broad support for the development of an “affiliate member” program. Recommendations were centered on increasing the initiation fee and moving the 1 year qualifying period to 2 years. The concept of the affiliate member paying higher fees and rebate fees is widely accepted.  
4. Following the meetings, our recommendation to the Board re: the SPN ‘affiliate member” program will be to increase the initiation fee to $3000., and to change the term of the probationary period from 1 year to two years.

5. Members expressed support for the concept of recruiting new members through discussion and dialogue with existing regional members, regional Board members, and SPN regional managers.
6.  Regarding the development of Steel Plus Processing in Columbia City, Indiana:                                                                                                                       There is support for the concept of a “100% owned” SPN steel center in Indiana. There is also significant concern expressed by members from all regions.

a) Mill purchasing members see little direct benefit to their business, although some mill members accept that a profitable venture will compliment their investment in SPN.
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b) Mill purchasing members have expressed concern for using SPN capital to finance businesses that (in effect) help smaller fabricators to compete with larger players. 
c) Is SPN sufficiently capitalized to sustain start up and growth?

d) Concern over reaction from existing steel service center partners 

e) Very little support for a center in Texas

f) Members are focused on a center that will provide them with immediate benefit. Location is important.

g) Many members have expressed support for SPN businesses that create profit to increase share value

h) Members in regions in closer proximity to the proposed Indiana center are significantly more positive than members who are farther away.
i) Non mill buying members are interested in opportunities to access mill products.
j) Most members have expressed interest in “cut to length” services, but not additional processing services

k) Members have expressed concern over a weakening economy

l) Members have expressed support for the concept that will add value to their future business

m) Members are looking to the Board for direction and recommendation.

I want to add that with the direction of the Board, this development has evolved significantly over the past few months. A few of the early February regional meetings did not see some of the later research and development on the Indiana proposal. I will send and update specifically to those regions on some of the additional information.
As well, for clarification, the proposal for Steel Plus Processing will be discussed at the upcoming SPN Board of Directors meeting, as well as discussed at the upcoming SPN shareholders meeting on Monday, April 14, 2008. 
SPN Captive: As reported previously, we have approx. 12 members (U.S. based) who have submitted data for the study on a captive insurance program for SPN. Our consultants are evaluating the opportunity for a smaller group. 
We have also had discussions with the folks at NASA who are also exploring this concept as well. 
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Internally, we intend to provide data to the interested 12 SPN members relative to their existing premiums and the opportunities for an “owned” captive program through Steel Plus Network.

We are also going to be evaluating opportunities with other groups and associations with regards to this initiative. In short, we believe that there is an opportunity to create a new insurance opportunity for members and a profitable business for Steel Plus Network. We’re going to keep on working on this in 2008.

North American Steel Alliance: 
As mentioned above, our Board and members have expressed support for this initiative. We are moving forward and announcing our new joint operational suppliers this week. We have already met with some of our SPN suppliers to explain this new partnership, and have received positive feedback. 
As indicated above our rebates earned from our supplier network increased this year by over 30% over last year to more than $1,000,000. With our relationship with NASA, we believe that this will grow substantially in the years to come.
Board of Directors (SPN LLC- SPN Inc.):

Atlantic: Dave Darby

Quebec: Philippe Legare

Ontario: Gary Rogers

Western Canada: Pieter Cruson

Northeast U.S.: Ken McLaren
Southeast U.S.: Babette Freund
Midwest U.S.: Dennis Doherty

Western U.S.: Bruce Basden

Groupe Canam: Marc Dutil, Pierre Arcand

Steel Plus Conference: 
Planning is on target for next week’s conference and SPN Annual Meeting. Please don’t forget that we start a bit early this year with an opening address at 5:30pm on Sunday afternoon, April 13/08. Don’t forget to drop by the SPN registration booth first, to pick up your meeting kits, conference name tags--- and maybe something a little extra!
Following our address, we’ve arranged for our opening reception and we’re all looking forward to getting back together. 
Monday morning will be our SPN Annual Meeting at 8:45am. (The agenda for the Annual Meeting will be sent to you this week).
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Following the meeting we have a guest speaker arranged (Mr. George Hedley). This should be a great day.
Our gala dinner will be an exciting night of fun, good food, Awards presentations, and networking. I think that Guy has a great night in store for us.
On Tuesday, we have the opportunity to meet with our suppliers and in the afternoon get in some quality time on the golf course. 
We’re all looking forward to seeing everyone in Jupiter Beach.

Thanks as always for your attention and support. Safe travels to all and see you next Sunday, April 13th.

Best regards, Tom
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