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July 23. 2009

To: Steel Plus Network Members
From: Tom Smith

Subject: July 2009 President’s Report
Ladies and Gentlemen; 

The following will provide you with an update on the operations and business plans for Steel Plus Network and Steel Plus Distribution.
Financial Reporting:
Attached to this report, I am including copies of:

· Audited financial statements; Dec.31/08

As reported throughout last year, 2008 was a year of investing in our infrastructure and developing technology solutions for our planned business developments in the Network. Some of the key systems developments that were initiated last year include:

· The  Incorporation of Steel Plus Network, Inc as the operating company for the Network

· The incorporation of Steel plus Distribution, Inc. as the operating company for the planned development of the distribution and warehousing business, located in Columbia City, Indiana.

· The purchase of 12.5 acres of land in Columbia City for the Distribution company

· The negotiation of banking facilities, lines of credit and construction loans for Steel Plus Distribution, Inc

· The start up of construction, design and site development for Steel plus Distribution.

· The purchase of buildings, equipment and vehicles for Steel Plus Distribution.

· The purchase and implementation of our new AccPac accounting system to accommodate the development and integration of our three companies.

· The design and development of the warehouse management system, ordering system and inventory control system for Steel Plus Network and Steel Plus Distribution.
· We undertook an update of our Steel plus Subscription agreement and our SPN Private Placement memorandum

· The startup of the Steel Plus central purchasing system for mill purchases from U.S. mills
· Costs associated with travelling and additional staff to better service Canada and the U.S. members and suppliers

In addition, we reported last year that losses from currency exchange (realized and unrealized) also contributed to our net losses for last year. 

We have worked diligently to complete our year end financial reports for Dec. 30/2008.
In order to assist us in completing these statements, our auditor was in the Montreal office (June 1/09) to work with us on the remaining issues that were holding up our 2008 audit. There have been allocation changes in the revenue and balance sheet  items between the companies that have changed the year end results from internal presentations. 
Also as the North American market has continued to deteriorate, we have reviewed our allowance for doubtful accounts and have increased this allocation from $26,000 to $50,000 for year ended Dec. 31/08. This results in a negative charge to our P&L. We will forward K 1’s to all members next week. 

The membership should be aware that Lisa Ritter has left Boles Metzger , our audit firm and has joined another accounting firm in Harrisburg, PA. We will be analyzing our audit requirements for 2009 and making a recommendation regarding our audit firm to the SPN Board in the coming months.

You should also know that we have terminated the services of our former Controller. During the past month, we have conducted a search for a new controller and I am pleased to introduce, Mr. Taylor Hutchison, C.A., CPA as Controller for Steel Plus Network and Steel Plus Distribution. Taylor has  

extensive experience at the Controller level and senior finance level in both Canada and the United States. Taylor’s professional experience includes a Chartered Accountancy designation in Canada as well as Taylor is a Certified Public Accountant in the United States. Please join with me in welcoming Taylor to Steel Plus Network as he takes on this challenging role with our company.
SPD 2009 Budget:

We are currently in negotiation with steel mills for a new discount program and while different than our previous stocking dealer program, we believe that this program will have a positive effect on 4th quarter revenue for “direct” mill purchasing from Steel Plus members. 
We are also currently in discussion with our NASA partners to agree on member access to the NASA mill program with selected steel mills in the U.S. We will continue to explore this opportunity and will advise all members once we have this program in place.
We have budgeted “start up” operations in the 1st quarter of 2010 pending Board approval. We have also drastically reduced margin expectations in anticipation of a continuing competitive environment in the steel distribution market. Staffing would not begin until late in the 1st quarter 2010. We are currently developing a ‘direct’ purchasing program for “non steel mill” SPN Members. This opportunity will allow members of SPN to take advantage of mill purchasing through the Distribution center.
Steel Plus Distribution - UPDATE:

Bruce and I travelled to Columbia City in mid – May to visit the Steel plus Distribution site and evaluate our progress on this project. To date, the following developments are underway:
· Building is complete (doors for the saw and roller system will be retrofitted when we install the saw)

· Office trailer has been installed

· Utilities are installed

· Ground work has been completed – short of paved  roadways

· Cranes are now on site in Indiana
· Crane rails have been delivered
· Shop drawings have been prepared and have been communicated to the membership
· Contract for craneway fabrication has been awarded to Russellville Steel. Fabrication work in nearing completion and columns will be shipped in the next two weeks.
· We are currently finalizing construction drawings for the craneway covered roof system.

· Concrete footings have been completed
I have attached an updated timeline for the fabrication and erection portion of the project. At this time we have just completed the purchase of the saw and roller system. We are continuing to develop proposals for the transfer rack system. Please take a moment to view the updated pictures of the distribution center in the Steel Plus Distribution section of the web site.
Purchasing program: 

As reported previously, published mill rebate programs have been discontinued. During our recent visit to Columbia City, we met with senior executives of SDI, and we are exploring alternative mill rebate programs for SPD and our members.  These programs may be on a wider range of products.

As well, we are working with NASA to join our mill purchases with their existing programs. 
We are currently surveying all U.S. members to develop a strategy to increase our opportunity with U.S. Regional and National Service Centers. Our NASA partnership gives us great exposure in most U.S. markets; however we are attempting to complement this business by developing programs with larger “beam” suppliers. Over the next week, Bob will be contacting all U.S. members to arrange for a webinar and teleconference with all members to outline the strategy and set goals for this project going forward. (currently scheduled for Wed. August, 5/09 @ 10:00am- est) The U.S. SPN Board Members support this strategy and have offered to participate and offer their perspective as well, on the opportunity.
We are asking all United States members to take the time to participate in the conference call and help us launch this initiative.

We are also contacting additional mills in the U.S. to develop a dialogue that we believe will create additional program development to our central purchasing program.
In Canada we have new relationships with Russell Metals in Western Canada. Members in this region have been actively creating opportunities with this supplier and business is increasing.
We have established new supplier programs for 2009 with Multi Metal of Quebec as well as AVI Financial Services. 
2008 Rebate cheques:
Rebate cheques for 2008 have now been mailed to all members. We do acknowledge that this process takes far too long, and some of our internal processes must be improved. However, there is also a serious issue with getting correct information from members and suppliers. Up until just weeks ago, we were still receiving information from members who omitted important purchasing information from SPN Suppliers. For 2009, we are considering establishing a “time line “for final information from members. We will be looking for your input during the fall regional meetings.

We are pleased to advise that we had some major wins with many members during 2008 from our rebate program. In particular, a significant milestone was reached as one member—Walter’s Inc. (Ontario Region) received the 1st annual rebate cheque from Steel Plus Network, in excess of $100,000 for purchases from SPN suppliers during 2008.

2010 SPN convention:
We have analyzed steel industry and related association dates for 2010. Key dates are:

· September 13-16, NCBA Annual Conference, Austin, Texas

· March 11-14, Steel Erectors Conference- Tampa, Florida

· April 17-21, NASA AGM & Conference- Las Vegas, Nevada

· May 12-16, AISC Steel Conference- Orlando, Florida

The SPN AGM and Conference be held from: March 28-31, 2010. The Board of Directors have approved that the SPN conference be held at the El San Juan 
Hotel in San Juan, Puerto Rico. During the coming weeks, we will be sending additional information on rates, flight information and agenda information, however, I would ask all members to “block” these dates on your calendars and plan to join us in San Juan next March
Best regards, Tom Smith
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