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Executive Summary
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Introduction

Infrastructure Materials Corporation (IMC) has been a leading mining and exploratory
mineral firm for many years now. It has recently discovered cement grade limestone
deposits in areas throughout Western United States and Central Canada. Currently, it
is in the processes of performing due diligence on the feasibility of establishing cement
plants in the areas where these deposits have been located. The first part of this
feasibility analysis is a detailed Market Study that examines demand, competition,
forecasted growth and special factors that will justify the establishment of a new cement
facility for the market area to be served by it. This report covers the Market Study for a
new limestone deposit discovered near Dauphin, Manitoba, Canada. IMC has
contracted Railroad Industries Incorporated (RII) to perform this analysis since it has
successfully performed such analysis for other IMC deposits and market areas, and due
to RI1T&ds unique ability to combine transporta
serve them into these studies.

Market Area

Because it is generally known that most cement in Central Canada is imported in from
Eastern Canada, Western Canada and possibly the United States, a broad market area
was selected for examination. The market area selected for this study included
Manitoba, Saskatchewan, Alberta, western Ontario, Minnesota, North Dakota and
Montana.
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The following map shows the market area for this study, including the only four cement
plants located in the market area (2 in Alberta and 2 in Montana). The green icon in the
middle is the proposed IMC cement plant near Dauphin, Manitoba. The green radius
circle shows the traditional 200 mile market area serviceable by truck. Limestone is all
trucked locally, so this circle is the market area for that as well. The red radius circle
shows the extended market area accessible by rail. However, the rail accessible
market area should be cut across the top at about the 55" latitude parallel as a
boundary, as regardless of distance, there is very little rail infrastructure north of that
point.
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Methodology

In order to develop the demand for these materials in the respective market areas, a
survey was conducted of a sampling of producers and users of cement and limestone.
In addition, industry resources were consulted and research performed to develop an
understanding of uses, demand and outlook on the near and long term future for each
area. The interviews were used to develop profiles on major competitors, to develop
traffic flows of these materials into these market areas and to identify other factors that
might affect future demand. Transportation costing was performed for both truck and
rail transport to be compared with competitor pricing to help determine competitiveness.
This costing also contributed to the development of the traffic flows.

A forecast for these commodities in the respective market areas was then developed
using industry and public information on these areas on population, economics, housing
permits, construction spending budgets, technology requirements, and related industry
forecasts.

This report details the process and results of the data gathered, connections made
between the independent pieces of data and methods, and the conclusions and
strategies IMC might be able to employ in order to take advantage of the current
situation.

Summary of Findings

The first thing discovered through this study was that competitonf al | s i n | MCd& s
was not only confirmed that most cement and limestone aggregate is railed in from long
distances, but also discovered that some facilities that might have competed with the

proposed IMC facility in Dauphine have since closed or shut down significant capacity,

leaving these markets open for a closer facility.

The next thing discovered was that the size of the markets most open to the Dauphine
plants is somewhat small in terms of a new cement facility. Typically, a new facility
would want to maximize capacity and production in order to reduce its per ton costs of
production. Most new facilities are built at 1,000,000 ton or more capacity. The
existing market in Manitoba and Saskatchewan, the prime markets for this facility with
clearly little to no competition, is only about 500,000 tons. There are smaller markets in
the rural areas of eastern Alberta, western Ontario, eastern Montana and northern
Minnesota that could add to this figure, but IMC would have to compete for these
markets as there are competitor facilities already located in those provinces and states,
usually with surplus material.

Therefore, once we established that there are at least two key markets for which the
Dauphine facility could corner due to its proximity and no solid competition: Manitoba

: m. ad Industries Incorporated

Full Service Transportation Consulting



and Saskatchewan, but measured the market size to be somewhat smaller to justify a
new facility at this time, the key was to determine the expected growth in those markets.
The forecast shows that growth will be slow in these areas of Canada and the United
States. North Dakota and Montana are expected to have negative population growth
from now through 2020. Ontario, Alberta and Minnesota are expected to grow, but most
of this growth will be in the areas of these
prime access region and where competitors are better positioned. For conservative
feasibility testing, this facility will rely on Manitoba and Saskatchewan as its key
markets. These two markets combined are expected to grow only by about 100,000
tons over the next 11 years, based on historical trends and population factors. IMC will
need to determine if a likely market of 500,000 i 600,000 tons is enough to justify a new
cement plant at Dauphine.

Note that there is expected to be little competition for the markets in Manitoba and
Saskatchewan, and that additional markets may be obtainable in the other areas of this
study to increase the market size to make the new facility feasible. However, there will
be stricter competition for those markets. If IMC could capture even 10% of the markets
in growing Alberta, Minnesota and Ontario, it could make up the remaining market size
necessary based on the expected growth in those areas.

One other factor discovered that could have a positive effect on cement and limestone
demand right in the key market area of Manitoba is a new Economic Plan from the
government to fund $45 billion in infrastructure projects. There is also the CenterPort
concept. This state of the art facility is envisioned to develop a central logistics hub
within Manitoba for distribution throughout the country and import into the United States.
If this facility is realized, it will not only require substantial cement and limestone for the
infrastructure development, but will also lead to accelerated growth in the area. In the
Section of this report called Contingent Factors, there is more information on this
funding and the innovative planned facility, including contact information to follow its
development and establish IMC as a supplier at the appropriate time.

Overall, at this time, there is not a clear cut opportunity for establishing a facility at
Dauphine. There are certainly positive factors that may be sufficient enough to justify
the facility. However, there are some risks that could affect the feasibility and return,
such as the smaller than expected market size and competing facilities on the fringes of
the target market areas. IMC will need to review this data and determine if the likely
market of 500,000 i 600,000 tons plus additional market size largely contingent upon
politics (public funding, regulations, infrastructure projects), world economic recession
and growth and aggressive marketing strategies, or if these contingencies are risky
enough to compel IMC to wait for the time being and watch related circumstances to
see what more develops.
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Production and Competition

In order to determine if a market area is truly open to IMC for these proposed locations,
it is important to identify what producers are already serving the respective markets,
what their capacity is, and what factors contribute to their costs and pricing of cement or
limestone. The following map shows the existing cement plants and distribution centers
for cement and aggregate in Canada.

& Cement Plant
<@ Distribution Centre

Although there are only 2 Canadian cement plants in the market area i the two above in
Alberta i it is interesting to see the distribution centers established for cement. Most
cement for this area is shipped from the eastern and western fringes of Canada to this
interior region by truck or rail to these distribution centers, located in the largest near the
largest markets. This adds costs to the producers shipping so far away. A facility
located right in the middle of this region could possibly serve those markets at a lower
cost due to the reduced transportation costs.

There are only 4 cement facilities located within the entire market area for this analysis.
Facilities outside this area are serving larger markets outside the area, and costs to ship
cement into the market area would exceed those of an IMC plant located in Manitoba.
Therefore, there was little competition to examine. The 4 competing facilities are as
follows:

+ Lehigh Inland Cement in Edmonton, Alberta

+ LaFarge Cement in Exshaw, Alberta

+ Ash Grove Cement in Clancy, Montana

+ Holcim Cement in Trident, Montana

Rgilrdad Industries Incorporated
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Producer Profiles

Lehigh Edmonton Plant L EHIGH

12640 Inland Way AEIDELBERGCEMENT Group
Edmonton, AB T5V 1K2

Phone: (780) 420-2500
Fax: (780) 420-2528

Company employe
Production:

Plant

Lehigh Inland Cement Ltd (LIC) is owned by HeidelbergCement Group, founded in 1873
in Heidelberg, Germany. In 1993 LIC started it operations in Canada, producing and
selling cement, aggregates, and ready mixed concrete. LIC operates a limestone quarry,
cement plant, and four distribution terminals in the target area. The Edmonton cement
plant operates at a 1.5 million plant capacity to serve customers throughout Central
Canada and the Northern United States.
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LaFarge Exshaw.Rlanty

1A Highway, P.O. Box 160
Exshaw, Alberta TOL 2C0O

LAFARGE
CANADA INC.

Phone: (403) 673-3815
Fax: (403) 673-3975

Company employees: 145

Production: 1,300,00

Lafarge Canada Incorporated (LCI) was founded in 1955 and is a major producer of
cement, concrete and aggregates in Central Canada. It is owned by Lafarge Cement,
whose head office is in Paris, France since 1833. LCI has 1 cement plant and 8 terminals
in the target area, with the capacity to produce almost 2.2 million metric tons. LCI
manages one of the most extensive distribution networks in Canada and the United
States to reach all customers in the target area.

The LCIb&s Exshaw pl ant st amtmspgbrt ggmentchsifareaston i n 1
as Kenora, Ontario to as far south as Omaha, Nebraska. The plant was originally owned

by Western Canada Cement Co. which was bought by LCI, making it one of the largest

cement producers in Canada.
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Ash Grove Montana City Plant

100 Hwy. 518
Clancy, MT 59634-9701

Phone: (406) 442-8855

Company employees: 79

Production: 2,300,000 Metric

Plant Capacity: 2,800

Ash Grove Cement Company (AGC) is a major producer of cement, concrete and
aggregates in the United States. It is headquartered in Overland Park, Kansas. AGC has
1 cement plant in the target area, with the capacity to produce 2.8 million metric tons.
AGC does not have any operating terminals in the area and therefore does not transport
cement far enough to reach the Manitoba area.

I@ad Industries Incorporated
Full Service Transportation Consulting
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Holcim Trident Plant,

4070 Trident Rd.
Trident, MT 59752

Phone: (406) 285-3241
Fax: (406)285-3100

Company Employ

Production:

Holcim

Holcim US Incorporated (HUI) has operated in the United States for nearly a century.
HUI i s one of the wor
Hol cim Limited in Swi
1 cement plant in the target area, with the capacity to produce almost 2.4 million metric

tons. Discussions with this facility indicate that they do not export into Canada from this

facility.

=4 sy ]
\Imagery DateMar. 5, 2005
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Survey Analysis i Cement and Clinker

The following Producers were contacted for this study. Note that many are terminals as
opposed to cement plants. Terminals were able only to answer questions regarding
demand, market sizes and to where and how materials are moved.

Area
Manitoba

Company

City

Category

Hudson Cement Selkirk Terminal
Lafarge Canada Inc Winnipeg Terminal
Inland Heidelberg Cement Group |Stonewall Cement Plant
Lehigh Inland Cement Winnipeg Terminal

Northern Ontario

- Joe___________ ! [ |
Saskatchewan

Lehigh Inland Cement Limited Saskatoon Terminal

Lafarge Canada Inc Saskatoon Terminal

Lafarge Canada Inc REGINA Terminal

Lehigh Inland Cement Limited SASKATOON Terminal

Lehigh Inland Cement Limited Saskatoon Terminal

Lehigh Inland Cement Limited Regina Terminal

Lafarge Canada Inc Westlock Terminal
Lafarge Canada Inc Exshaw Cement Plant
Lafarge Canada Inc Nisku Terminal
Lehigh Inland Cement Limited Edmonton Cement Plant

North Dakota

Lafarge Dakota Inc Grand Forks Terminal
Lafarge Dakota Inc Fargo Terminal
Lafarge Dakota Williston Terminal
TCC MATERIALS WEST FARGO Terminal

Minnesota

___________Jnone |

Montana
Lafarge North America Missoula Terminal
Ash Grove Montana City Plant Clancy Cement Plant
Holcim Inc Three Forks Cement Plant
Knife River Missoula

Note the cement plant in Stonewall, Manitoba. This facility has closed due to emissions
controls, being an older facility and a slowing market over the last 2 years. This is good
for the proposed IMC facility, as it removed the strongest competing facility from the
market area. This facility has closed permanently due to the older components and new
environmental requirements.

Rilrdad Industries Incorporated
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on these surveys, the following conclusions can be drawn for cement:
Business is down 30-40% for cement producers.

All those contacted felt that demand would pick back up again by 2011, and
about 50% felt it would be back to normal levels by 2012.

All companies indicated that there was always more supply than demand.

LaFarge and Lehigh ship 500,000 tons of cement by rail to terminals in Central

Canada, which is exactly the current market size. These terminals are located

close to the markets and are what would really compete with a new IMC facility.
However,LaFar ge and Lehighodds costs should be
redistribution, which will be reflected in their prices.

The average price per ton for cement ranged from $82 - $95.

60% of producers indicated the biggest obstacles for cement production and
sales was transportation.

Emerging markets might include new infrastructure projects, oil fields and
increased concrete roadways.

New material technologies included how fine the powder is ground and different
mixtures for concrete.

Cement plant in Winnipeg recently closed due to the market and will not reopen
due to emissions controls since it is an older facility. Duffrin plant in Ontario also
closed, and the Ash grove facility in Montana just reduced its capacity by 50%
(down to only 43 employees).

As with the last study, you will find that the picture becomes a bit more optimistic further
down the consumption chain in the section on Demand and Consumption. Producers
have a vested interest in making it appear that the market is always fully saturated,
smaller than reality and difficult to enter. This keeps competition away. One producer
in Alberta said that they ship only as far as Manitoba since their Southern Ontario plants
served Western Ontario, illustrating how they strictly control the market to benefit their
system.

: m. ad Industries Incorporated

Full Service Transportation Consulting

13



Survey Analysis i Limestone Aggregate

Our targets for the limestone producer surveys were actual limestone quarries;
however, it was discovered that many producers are fully integrated i owning all pieces
of the limestone/cement construction chain. Therefore, information on limestone was
also captured from the cement producers in the last list, and from users farther in the
chain, such as ready-mix concrete companies and construction companies. The
following additional limestone aggregate producers/users were contacted for this part of

the study.
Area Company City Category
Manitoba
Gauthier Soils Ltd Winnipeg Limestone Aggregate User
Standard Limestone Quarries Winkler Limestone Quarry
Gillis Quarries Ltd Springfield Limestone Quarry
Mulder Limestone Products Stonewall Limestone Aggregate User

Northern Ontario

Saskatchewan

Sure-Seal Pavement Maintenance Inc |Brampton Limestone Aggregate User
Nelson Aggregate Co Orillia Limestone Quarry
ORMELL SAND & GRAVEL LIMITED [FENELON FALLS [Sand & Gravel Quarry

. |CNG Stone Products Ltd Limestone Aggregate User

Alberta

Athabasca Minerals Inc

Edmonton

Limestone Aggregate User

North Dakota

Alpine Quarries

Calgary

Limestone Quarry

_ Structural Materials Inc Grand Forks Limestone Aggregate User

Minnesota

Ag Lime Sales Inc Saint Paul Limestone Aggregate User
Eklund's Ag Services Inc Isanti Limestone Aggregate User
Kappers Limestone Products Spring Valley Limestone Aggregate User
Stussy Construction Inc: Quarry Mantorville Limestone Quarry
Milestone Materials Rochester Limestone Quarry
Milestone Materials Zumbro Falls Limestone Quarry
Milestone Materials Fountain Limestone Quarry
Edward Kraemer & Sons Burnsville Limestone Quarry
Montana
Granite Creek Kalispell Limestone Aggregate User
Western Stone Lakeside Limestone Aggregate User
Montana Limestone Company Flaxville Montana Limestone Quarry

Montana Solid Rock Quarry

Thompson Falls

Sand & Gravel Quarry

HOLCIM (US), INC.

Three Forks

Trident Limestone Quarry

Graymont Western Us Inc

Townsend

Limestone Aggregate User

: m. ad Industries Incorporated
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Based

@

on these surveys, the following conclusions can be drawn for limestone:

Limestone aggregate is definitely a low cost commodity, and therefore cannot be
shipped far before costs exceed the revenue that can be achieved. IMC will
need a big enough market within its truck accessible radius.

There are so many small quarries of various aggregate in the region, it is easy to
truck it to where it is needed locally.

Limestone appears to share favor with other types of aggregates in this area, and
minimal restrictions on aggregate specifications in Canada make using different
types of aggregate easy.

Most producers feel there is more than sufficient supply for the demand 90%.

Business levels were inconsistent, with 57% stating business was actually
improving already, up as much as 10%, and 43% of those interviewed saying it
was down as much as 66%. This is inconclusive and probably more reflective of
company marketing efforts than the market itself.

However, even during this economic downturn, most of the aggregate producers

reported being very busy or that business is picking up (75%). This is largely due
to an influx of infrastructure projects i sewer projects, pipeline projects, oil fields,

roadways and bridges.

These same producers expect the projects to continue through the next 2-3
years, in time for the world economic recovery, so they consider the recovery to
already have begun.

The average price per ton for limestone ranged from $8.50-$16.00.

The market size for Central Canada is estimated to be $5-7 million tons of
limestone aggregate, used for base material, mix for concrete and asphalt, and
scrubber.

Many of the small quarries serving local markets could easily expand their
capacity if the market increases.

: m. ad Industries Incorporated
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Demand and Consumption
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The demand for cement, clinker, and limestone was developed from a combination of
three strategies.

A sampling of consumers for each of these products was surveyed, providing most of
the primary research data for the analysis. These consumers included consumers of

the products, such as Construction and Concrete companies, and project owners who
determine much of the demand for the products by funding projects, such as Province
Departments or Ministries of Transportation and public contracting agencies.

The second strategy involved secondary research of studies and statistics from building
and construction sources, such as industry publications, associations and public freight
statistics.

The third strategy involved incorporating the surveys from the producers (detailed in the
last section). These interviews also provided data on projected demand and helped to
identify patterns in the outlook of the market from different levels within the production-
consumption chain.

Cement and Cement Clinker

Attempts were made to contact a sample of each level of the chain from each of the
market areas.
Production-Consumption Chain

Cement Concrete Construction Project
Producers Companies Owners

Level 1 Level 2 Level 3 Level 4

The following page holds a list of all additional companies contacted for levels 2 & 3.

Rgilrdad Industries Incorporated
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Area Company City Category

Manitoba

DNR Redimix Concrete Ltd Redimix Concrete
Russell Redi-Mix Concrete Russell Redimix Concrete
Gimli Redi-Mix Ltd Redimix Concrete
Thorpe Construction Brandon Concrete Construction
Ontario Redimix Etobicoke Redimix Concrete
Roen Redi-Mix McKenzie Portage |Redimix Concrete
Froese Concrete Warman Redimix Concrete
Brockman Enterprises Humboldt Redimix Concrete
Turnbull Excavating Ltd Estevan Concrete Construction
H Wilson Industries Ltd Fort McMurray Concrete Construction
Genmec ACL Inc Bonnyville Concrete Construction
Carwald Redi-Mix Ltd Slave Lake Redimix Concrete
Feldspar Excavating & Redi-Mix |Lloydminster Redimix Concrete
Alliance Ready Mix Ltd Edmonton Redimix Concrete
Skyline Concrete Services Calgary Concrete Construction
A J Construction Horace Concrete Construction
Aggregate Industries Oakes Concrete Construction
Deplazes Redi-Mix Rugby Redimix Concrete
Aggregate Industries: Redi-Mix PlgWahpeton Redimix Concrete
Knife River Bismarck Redimix Concrete
American Builders West Fargo Concrete Construction
Aggregate Industries Moorhead Concrete Construction
Concrete Flat Works Rosemount Concrete Construction
Concrete Materials Medford Concrete Construction
Worthington Ready Mix Concrete {Worthington Redimix Concrete
Knife River: Concrete Batch Plant|Kalispell Redimix Concrete
Knolls Ready Mix Billings Redimix Concrete
Polson Ready Mix Concrete Polson Redimix Concrete
Seeley Lake Ready Mix Seeley Lake Redimix Concrete
Melville Ready Mix Sand & Gravel |[Hardin Redimix Concrete
Steelmaster Buildings MT Concrete Construction
Logix Insulated Concrete Forms |Whitefish Concrete Construction
Great Northern Concrete Co Kalispell Concrete Construction
A-1 Concrete Miles City Concrete Construction
Advanced Concrete Construction |Billings Concrete Construction

Rilrdad Industries Incorporated
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The following Level 4 end users were contacted as the key source for demand based on
infrastructure funding and public projects.

Area Company Department
Manitoba

. |Materials Engineering Transportation and Infrastructure Dept

Northern Ontario

Northeastern Region Ministry of Transportation Regional Office
Northwestern Region Ministry of Transportation Regional Office
London Ministry of Transportation Area Office
Thunder Bay Ministry of Transportation Area Office

Saskatchewan

_ Operations Division Highways and Infrastructure

Alberta

_ Government of Alberta Transportation

North Dakota

_ Construction Services ND DOT

Minnesota

Operations
Engineering

Montana

. |Montana Department of Transportation [MT DOT

Manitoba

__________[City of Winnipeg

Northern Ontario

City of Thunder Bay Major Metro
City of Kenora Major Metro
City of Saskatoon Major Metro
City of Regina Major Metro

Based on the end user interviews, the following conclusions can be made:

@ Users are much more positive than producers, with 78% considering the recover
to have begun this year already. This is largely due to the Infrastructure Stimulus
Fund and many projects planned for the next 3 years, and most of the public
agencies were excited about the funding, the projects and the economic impact.

@ Business was reported being down ranging from 9-50% depending on the
company. The difference is probably more due to company practices than the
market for such a discrepancy.

@ One user reported that the costs of building are going up due to new
specifications for safety and the environment, which is a hurdle.

Rilrdad Industries Incorporated
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Some users reported they would like to see more competition than just LaFarge
and Lehigh because they provide poor customer service. They have so much
control over the market through their integrated systems that there is no pressure
to perform as they are the only option.

72% of the public agencies spoken to had funding set aside for infrastructure
projects for the next 3 years, and 63% had formal Plans developed for improving
infrastructure. RII has included a section on this funding in the Contingency
Factors section of this report.

Limestone Aggregate

Limestone aggregate is usually used in concrete and asphalt production and as a base
material for roadways and ballast for railways. RIl surveyed several users of limestone
aggregate, identified in the section on Producers. Much of the information gathered
from producers and users of the limestone aggregate was similar and included in the
guantitative discussions in that section. However, there were additional conclusions
developed from the users:

@

There has been little to know drop in the demand for limestone for agricultural
use. The grain industry has not been hit very hard by the world economic
situation, and agricultural support activities will benefit from this.

Increasing infrastructure projects will quickly increase the demand for limestone
aggregate in Central Canada.

At least two other aggregate producers in the area have increased capacity
recently, making supply very easy.

All aggregate is moved by truck, mostly within 100-150 miles. One user reported
shipping product by truck as many as 850 miles.

Since limestone users are locally focused, it is no surprise they felt the fastest
growing market is Winnipeg (as opposed to Alberta, chosen by the cement
interviewees).

: m. ad Industries Incorporated
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Traffic Flows
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In order to understand the existing production, consumption and transportation patterns,
it is helpful to understand the existing traffic flows for the related commodities. This also
provides a solid foundation for assessing what markets are most open for IMC based on
how far materials are coming from and what backhaul materials might be giving existing
producers an edge in transportation costs, and therefore pricing.

Railroad Interviews

In addition to the many producer and user interviews, most helpful were the railroad
carrier interviews for understanding how these commodities are moving. RIl was able
to contact and discuss these markets with 3 major Class | railroads, as outlined below:

Canadian National Railway (CN)

CN is the largest Class | railroad in Canada and will serve the Dauphin facility. Their
aggregate marketing department confirms that LaFarge and Lehigh in Alberta currently
control the market for cement. South Dakota and lowa both send cement into Central
Canada (and are closer to the North Dakota and Minnesota markets). Canada usually
has a surplus of cement/clinker. LaFarge and Lehigh are both fully integrated, owning
their own concrete, construction and often trucking operations. This will make it difficult
for new producers entering the market, as will environmental regulations that can take
up to 8 years to navigate. Low price of aggregates at $10-$16 per ton makes it not
economical to ship long distances, and most local users are not equipped to accept rail
shipments. There is not enough demand in the region at this time to support the
volumes that would be necessary to take advantage of rail savings for aggregates.

Canadian Pacific Railroad (CPR)

CPR6s Aggregate Marketing department i s very
Canada. While most cement comes into Central Canada from LaFarge and Lehigh in

Alberta, some is also imported from the Great Lakes (through Thunder Bay), from

Montana and lowa. All cement in the region moves by rail to terminals. No aggregate

moves by rail, although occasionally CPR will bid on a contract aggregate move for a

particular construction project if it is high volume enough, and those will be for a finite

time period. Local quarries serve most markets. Limestone is only brought in for

special purposes, such as a scrubber for power plants near the Great Lakes.

: m. ad Industries Incorporated
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BNSF Railway (BNSF)

BNSF is a U.S. Class | railroad that ships into Canada itself, as well as interchanges
substantial traffic with CN and CPR. BNSF indicated that there was very little good rock
in Central Canada, so most aggregates and cement must be brought in. BNSF has
shipped cement into Canada from Montana, lowa and South Dakota. Thunder Bay also
brings material into Central Canada via barge. Trucks use backhauls to make the
moves more economical, including cement from Alberta to Saskatchewan and pot ash
back, or grain and limestone to Thunder Bay and cement back to Manitoba and
Saskatchewan.

Traffic Flows

The following map shows the traffic flows as developed through interviews, research
and public freight traffic data.
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Transportation Costing
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Transportation is a key factor for an economical cement operation. Transportation costs
add to the cost per ton for cement, and producers must keep the price per ton lower
than competitors who can reach the same market. The formula for the pricing will be:

Capital $ + Production/Operation $ + Transportation/Distribution $ + Marketing $ = Price

Typically, since cement and aggregate go to local markets in order to minimize
transportation costs, materials are trucked usually within a 200 mile radius for cement
and less than 100 miles for limestone aggregate. Since there is no cement production
in Central Canada, almost all cement is railed in. Access to rail shipping can reduce the
cost per ton for transportation and extend the market area under the right
circumstances. However, there are so many small quarries for aggregate that all
aggregate is trucked at this time. Usually, transportation companies will calculate their
costs for the movement, and then apply a margin to it as the rate to customers based on
market values for the commodity, business development strategies and revenue goals.

However, the transportation costs themselves remain consistent for the most part.
Transportation costs are developed using average and reported equipment, fuel, labor
and operational cost components based on mileage, weight, equipment ownership and

speeds for the specific moves i n question.

moving the freight with no profit margin. This analysis examines the costs by truck and
rail transport for both cement and limestone from the three proposed origins to each of
the target market areas. Knowing these costs and the estimated expected rate should
be valuable for IMC to determine how these costs factor into its pricing formula and
whether it can break into the market with a competitive pricing strategy.

This analysis will illustrate which moves are most conducive to truck and which are
more economical by rail, which should factor into the feasibility costing for the new
facility and operation.
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Rail Costing

Shipping by rail, when the option is available and matches well with the operations can
save considerably on the price per ton for transportation costs. Rail maximizes the
transportation through bulk shipping; therefore, it is often necessary to combine rail
shipping with a distribution facility in the target market area where local trucking can
take the smaller shipments to customers as needed. However, many customers may
have direct rail access as well.

In order to develop an estimated expected rate for analysis purposes, one must
determine what margin the railroad is currently charging on top of its costs for the
particular commodity and for that particular region or corridor. To do this, a sampling is
taken from existing published rates for the commaodity in the area to determine an
average, and that margin is applied to the cost of the specific lanes for the new facility.

The rail costs for all 3 commodities i cement, cement clinker, and limestone i have a
difference of less than one cent per ton, so a single set has been run. Covered hoppers
were used for this costing analysis as the most common equipment for moving cement,
but different equipment types (open hoppers or gondolas for aggregate, bagged cement
on flatcars or boxcars, specialty cars, etc.) could affect the costs. Note that covered
hoppers maximize the weight per car on bulk aggregate moves allowing 114 tons per
car. Costs have been provided for both single car moves and a potential 80 car unit
train, assuming rail owned cars will be used. The more cars moved in a tender reduces
the costs per car and making the cost per ton more economical.

Rail costs include fuel, labor, equipment, administration, maintenance, etc. Costs are
adjusted based on type of equipment used, weights, tender size, ownership, train
speeds, transit times and distance. Transit times are presented in round trip days,
including the time it takes for the empty cars to return. For one way trips, simply cut this
time in half. Rail rates are estimates based on current rail carrier practices and costs at
this time, and are for comparison and feasibility analysis only. Actual rates at the time
of shipment can be significantly altered by competition, traffic levels and negotiations.
Rates per ton are based on 114 tons per car.

For this costing data set, the origin rail station was selected as Dauphin, MB, to the
following destination market areas:

& Winnipeg, MB & Bismarck, ND
@ Regina, SK @ Billings, MT
@ Saskatoon, SK @ Fargo, ND
@ Edmonton, AB @ St. Paul, MN

@ Thunder Bay, ON
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Comparative revenue to cost ratios (RVC) for current shipments of these commodities
reveals an average of 2.00, used for this analysis for rate projections, although rates
could vary greatly depending upon the market conditions at time of shipment and
negotiation strategies. The following chart shows the rail costs and a ballpark rate
estimate for each of the target market areas. Major rail stations were chosen, most on
the outskirts of the market area radius. Smaller markets within the radius would have

reduced costs and rates.

Round
Trip Trans.

# Cars in Operatinc Transit Op. Rev/Cos Cost pet

Shipment Miles RRCost Days RRRate Margin Ratio ton
Dauphin to Winnipeg
Direct 1 178.0 | $864.01 12.6 ($1,728.0P$864.01f 2.00 |$ 15.1
Dauphin to Winnipeg
Direct 80 178.0 | $479.47/ 5.6 $958.95 $479.47] 2.00 $8.41
Dauphin to Saskatoon
Direct 1 538.4 |$1,509.3p 14.7 |$3,018.621,509.3p 2.00 $26.47
Dauphin to Saskatoon
Direct 80 538.4 |$1,094.94 6.7 |$2,189.8/41,094.94 2.00 19.21
Dauphin to Regina
Direct 1 440.8 |%$1,312.6Dp 13.4 |%$2,625.201$1,312.6D 2.00 $23.02
Dauphin to Regina
Direct 80 440.8 | $928.260 6.4 |%$1,856.5R$928.261 2.00 $16.28
Dauphin to Edmonton
Direct 1 861.7 [$2,061.21l 15.8 |[$4,122.4p$2,061.2)l 2.00 $36.16
Dauphin to Edmonton
Direct 80 861.7 |$1,647.04 7.8 |$3,294.0851,647.04 2.00 $28.89
Dauphin to Thunder Bg
CN Direct 1 613.8 |$1,638.0b 15.0 |$3,276.1[%$1,638.0p 2.00 $28.73
Dauphin to Thunder Bg
CN Direct 80 613.8 |$1,223.70 7.0 |$2,447.3961,223.7p 2.00 $21.46
Dauphin to Bismarck, N
CN - Gladstone - CPR 1 888.0 |$2,355.38 20.2 |%$4,710.6[%2,355.38 2.00 $41.32
Dauphin to Bismarck, N
CN - Gladstone - CPR 80 888.0 |%$1,700.2f 9.2 |$3,400.5¢4$1,700.2[f 2.00 $29.82
Dauphin to Fargo, ND
CN - Emerson - BNSF 1 435.0 [($1,409.56 16.4 ($2,819.1p$1,409.56 2.00 $24.73
Dauphin to Fargo, ND
CN - Emerson - BNSF 80 435.0 | $921.69 7.4 |%$1,843.39%$921.69 2.00 $16.17
Dauphin to Billings, MT]|
CN - Winnipeg - BNSF 1 1,073.1 ($2,484.8L 20.6 |[$4,969.6p$2,484.8[L 2.00 $43.59
Dauphin to Billings, MT|
CN - Winnipeg - BNSF 80 1,073.1 {$1,822.5p 9.6 |$3,645.04$1,822.5p 2.00 $31.97
Dauphin to St. Paul, M}
CN Direct 1 851.6 |$2,043.9F 15.7 |%$4,087.94$2,043.9¢ 2.00 $35.85
Dauphin to St. Paul, MN
CN Direct 80 851.6 [$1,629.7p 7.7 |[$3,259.5p$1,629.79 2.00 $28.59
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As you can see, the farther the destination markets, the higher the price per ton for
transportation. Competitors will likely be able to reach the large markets of Alberta,
Minnesota (from lowa) and Montana more economically than IMC. IMC will also want to
move as much cement to the markets as possible at once, since shipping multiple cars
as a unit train significantly reduces the costs and rates. IMC would likely need to
establish a rail terminal for this.

Also note that once a second railroad is added to the routing, the costs go up. Dauphin
is located on the Canadian National Railway line (CN), so any destinations that are CN
Direct should provide better costs than combining lines. An exception appears to be
Fargo, ND, where there is a short distance and CN has a perfectly aligned interchange
with BNSF at the border. These exceptions will be rare.

There is also a strong possibility of negotiating contract rates with the railroad to reduce
costs further based on the volumes to ship and the operating plan the plant can develop
in coordination with the railroad.

Truck Costing

Some moves will be more conducive to truck if they are short enough. Limestone
aggregate especially must move by truck in this area due to its low value competition
with other materials. Central Canada uses various different types of aggregate
interchangeably, including limestone. There are many small quarries serving local
markets across this region. The following chart shows the truck costing to the same
destinations identified in the rail costing section. Although 2.00 is the RVC used to
compare transportation pricing estimates, note that trucking companies are smaller and
have more flexibility, and have the same potential for lowering their margins and rates to
secure business, depending on market conditions at the time of shipment.

Dauphin, MB to: Miles Truck Cost  Truck Rate Price/Ton
Winnipeg, MB 204.3 $ 27791 $ 555.82 $ 13.89
Regina, SK 223.3 $ 304.29 $ 608.58 $ 15.21
Saskatoon, SK 310.9 $ 422.86 $ 845.52 $ 21.13
Edmonton, AB 636.2 $ 865.22 $ 1,730.44 $ 43.26
Thunder Bay, ON 636.4 $ 865.50 $ 1,731.00 $ 43.27
Bismarck, ND 394.2 $ 536.04 $ 1,072.08 $ 26.80
Fargo, ND 423.1 $ 575.43 $ 1,150.86 $ 28.77
St. Paul, MN 666.6 $ 90556 $ 1,811.12 $ 45.27
Billings, MT 691.2 $ 939.98 $ 1,879.96 $ 47.00

See how trucking can beat rail for short distances (Regina), but rail wins as long as you
can ship in multi-car trains, either to large projects or distribution points.
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Forecasting is the key to determining how much these markets are expected to grow
over the next 10 years. We have established which markets have the least competition,
which are also the markets with the best access and economical transportation options
for the proposed facility. We have established basic market sizes, which are a little
small based solely on the most available markets, but a bit larger if IMC wishes to
assume 10-15% market share of the competitive markets. This forecast tells us the
expected growth for these markets for determining longer term feasibility.

Portland Cement

Canada Cement Overview

Canada is a world leader in cement manufacturing processes, product quality,
environmental performance, and research and development. The Canadian cement
industry consists of sixteen fully operational cement producing plants, including sixteen
gray clinker producing plants and two white clinker producing plants. Average kiln
capacity has grown nearly 65% in the past twenty years. Over 40% of the cement and
concrete industry is vertically integrated, which means many companies also own and
operate ready mix concrete, construction and aggregate (e.g. gravel, limestone, granite
and sand) businesses.

Regionally, cement production is concentrated in Ontario with 46.5% ofthenat i ond6s t ot
capacity (7 plants) located in this province. Quebec, with a 19% share of national

capacity, ranks second among the provinces. Most studies have focused on these far

eastern provinces of Canada, or the two farthest west: British Columbia and Alberta,

where the largest markets, and therefore most production facilities, are located.

Canada has historically been a cement

surplus country, exporting over 30% of Canada Portland Cement Overview
its total cement production, mainly to (In Thousand Metric Tons)
U.S. In 2007 and 2008, the cement 16000

export to U.S. accounted for over 99% 14000
and 98% of Canadados
exports respectively. Canada also
imported 8% - 11% of its total cement
consumption from a variety of other 8000
countries. The chartto the rightis a 6000 -
gl ance of Canadanbs
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The following chart illustrates Canadads net
1992:

Canada Portland Cement: Net Exports
(In Thousand Metric Tons)
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Hi storically, Canadads cement wutilization rat
in the past decades. Due to much stricter environment regulatory rules, it takes much

longer in Canada to add cement capacity compared with America. The following chart

shows cement production vs. capacity in Canada since 1992:

Canada Cement Production vs. Capac
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Like the U.S., the cement consumption in Canada is directly linked to construction

spending. The following chart illustrates

spending compared with its total cement consumption:

Canada Cement Consumption vs. Construction Spenc
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The cement industry is regional in nature. Most of the cement purchasing activities are
limited to local sources due to the nature of short hauls in cement shipping. Therefore,
several regional markets have been identified based on the proposed cement plant
location at Dauphin, Manitoba. Specifically the Prairie region including Manitoba,
Saskatchewan, and Alberta and Northern Ontario in Canada and North Dakota,
Minnesota and Montana in the U.S. have been identified as potential markets. Since all
the statistical data/information sources treat Ontario as one single province, the
following province profile and cement forecast also look at the Ontario as a single whole
province. This information is provided as a courtesy, since we acknowledge that
aggregate forecasting for the entire province of Ontario is not relevant for this study.
The markets specifically in western Ontario relevant to this study were found to be too
small to be significant at this time or for this forecast.
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Prairie Region

Manitoba, Saskatchewan and Alberta are called the Prairie Provinces. Historically, the
cement consumption from the Prairie Region makes up just a little over 20% of

Canadabds tot al cement

c ons ump iniPraime.RegioMantyng t he

Alberta has cement capacity at about 2.7 million tons annually. In 2008, Prairies
about 16% of Canadads total
Regionb6s cement consumpt.i

regions i mported
overview of Pr ai

ri

e

Prairie Region Cement Consumption
(In Thousand Metric Tons)
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Ontario

Historically, Ontario has cement
capacity that significantly exceeds
its own consumption level. In
average, Ontario produces over
hal f of Canadads
production and consumes about
one third oftathe
cement. The chart to the right
presentsa gl ance of
cement consumption vs.
production capacity. This has a
bearing on the western Ontario
portion of this market study, since
this surplus capacity could easily
cover the small and close markets
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of Ontario that IMC is targeting with the Manitoba facility.
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Canada Regional Cement Consumption Forecast Methodology (1)

According to the Unites States Geological Survey study, historically in developed
counties the pattern of cement consumption per capita has been stable and consistent.
The examination of per capita consumption of cement in Canada from 1992-2008
showed that the average per capita consumption of cement has been relatively
constant, at an average of 265.9 kilograms per capita. The following graph illustrates
the historical trend of per capita cement consumption in Canada:

Canada Cement Per Capita Consumptiol
(Kilograms Per Capita)
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However, some of the regional markets examined showed a varied cement
consumption pattern from the national cement consumption pattern. Thus, the cement
forecast methodology was developed using the weighted average of cement
consumption per capita for each province identified as potential markets. The steps
used for forecasting cement consumption through 2020 are:

1. Collecting available yearly historical cement consumption and population data for
recent years from 2004-2008 for each province.

2. Dividing yearly cement consumption by the population for the same year to
determine annual per capita cement consumption.

3. Average the per capita consumption for recent years from 2004-2009.
4. Assign 70% of weight for the average per capita cement consumption of each

province from 2004-2008 and 30% of weight for the nationwide average per
capita consumption from 1982-2008.

: m. ad Industries Incorporated
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5. Take the weighted average per capita cement consumption as each specific
pr ovi nc e @donggearnogerecapitasccement consumption.

6. Multiplying each year of projected population by the weighted average per capita
consumption for each province to derive the total projected cement consumption
for each specific projected year.

7. Apply micro-factor of current economic situation for cement projection in 2010.

8. The clinker consumption was projected accordingly based on projected cement
consumption. In Canada, the clinker to cement ratio is estimated at 1:1.18.

The projected long-term per capita cement consumption for each identified province is
as follows:

Canada Historical Per Capita Cement Consumption .2659 tons

Alberta

Population (000s) 3239.50 3322.20 3421.30 3510.90 3585.1(
Cement Consumption (000 Metric Tons) 1546.93 1779.81 191425 1976.50 1789.5]
Per Capital Consumtion (Metric Tons Per Capita) 0.478 0.536 0.560 0.563 0.499
Estimated Long-Term per Capita Consumption 0.449
Saskatchewan

Population (000s) 997.40 993.60 992.10 999.70  1016.0(
Cement Consumption (000 Metric Tons) 188.30 217.15 222.42 242.99 288.44
Per Capital Consumtion (Metric Tons Per Capita) 0.189 0.219 0.224 0.243 0.284
Estimated Long-Term per Capita Consumption 0.242
Manitoba

Population (000s) 1173.60 1178.30 1184.00 1193.50 1208.0(
Cement Consumption (000 Metric Tons) 273.46 295.70 321.51 335.44 318.54
Per Capital Consumtion (Metric Tons Per Capita) 0.233 0.251 0.272 0.281 0.264
Estimated Long-Term per Capita Consumption 0.262
Ontario

Population (000s) 12390.6 12528.5 12665.3 12793.6 12929
Cement Consumption (000 Metric Tons) 3304.266 3223.274 3159.104 3123.167 3067.059
Per Capital Consumtion (Metric Tons Per Capita) 0.267 0.257 0.249 0.244 0.237
Estimated Long-Term per Capita Consumption 0.255
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The projected cement and clinker consumption for each identified province is as follows:

Cement Consumption Forecast for Identified Markets in Canada

Current (2009-Estimate) 2010 2015 2020
Ontario
Population projection 13,374,700 14,071,400 14,776,60
cement consumption in tons 2,565,804 2,733,133 3,594,380 3,774,514
clinker consumption in tons 2,174,410 2,316,214 3,046,085 3,198,741
Manitoba
Population projection 1,214,800 1,250,900 1,288,10
cement consumption in tons 261,820 270,343 327,502 337,241
clinker consumption in tons 221,881 229,104 277,544 285,797
Saskatchewan
Population projection 982,000 978,200 977,40(
cement consumption in tons 271,635 261,373 284,031 301,834
clinker consumption in tons 230,199 221,502 240,704 255,796
Alberta
Population projection 3,483,200 3,667,100 3,841,90
cement consumption in tons 1,172,930 1,172,080 1,645,282 1,723,704
clinker consumption in tons 994,008 993,288 1,394,307 1,460,764
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Cement Consumption Forecast Methodology (2)

An alternative methodology to forecast cement consumption for the Prairie region and

Ontario is to project the entire Canadads cem
first. Then apply the share of cement consumption at each province to derive the actual

cement consumption level for each province. Since t he percentage of ea
cement consumption out of the entire Canadaos
statistically consistent, this methodology provides a good benchmark to cross-reference

the effectiveness of the cement consumption forecast of methodology (1). Thus, a more

accurate picture of cement consumption range can be obtained to understand the future

demand in each potential market.

The share of Ontario and Prairie regionds cem
cement consumption is as follows:

Region's Share in Canada's Total Cement Consump
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AmongPrai ri es region, each provinceds share of ¢
regional consumption is as follows:

Share of Province's Cement Consumption in Prairie
Region Total
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This graph shows that the share of each provi
region total consumption is almost identical in the past five years. Therefore we can

apply the same percentage to derive each spec
consumption. The projected cement consumption in 2010, 2015 and 2020 is as follows:

Cement Consumption Forecast for Identified Markets in Canada (Metric Tons)

Current (2009-Estimate) 2010 2015 2020
Canada
Population projection 33,909,700 35,266,800 36,608,50
cement consumption in tons 7,289,616 7,664,821 9,378,324 9,735,111
Ontario
cement consumption in tons 2,565,804 2,746,234 3,360,166 3,488,001
clinker consumption in tons 2,327,317 2,847,598 2,955,93]
Prairies Region
cement consumption in tons 1,701,915 1,809,785 2,214,370 2,298,614
Alberta
cement consumption in tons 1,286,082 1,367,595 1,673,327 1,736,98]
clinker consumption in tons 1,158,979 1,418,074 1,472,021
Saskatchewan
cement consumption in tons 190,226 202,283 247,504 256,92(
clinker consumption in tons 171,426 209,749 217,724
Manitoba
cement consumption in tons 225,383 239,668 293,246 304,403
clinker consumption in tons 203,108 248,514 257,964
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Potential Markets in U.S.

There are three states that have been identified as potential markets for the proposed
cement plant location at Manitoba. These are Montana, North Dakota and Minnesota.

North Dakota

North Dakota does not have any cement or clinker capacity. This indicates that North
Dakota hasto purchaseall of i ts needed cement from nearby
cement consumption ranges from 300 to 400 thousand metric tons annually. Since

North Dakota has much smaller population base compared with other states, the per

capita cement consumption is actually much higher than national average.

The foll owing graph is an overview of North D
years:

North Dakota: Cement Consumption
(In Thousand Metric Tor)s
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Minnesota

Like North Dakota, Minnesota does not have any cement or clinker capacity either. As
the following graph shows, the cement consumption has declined significantly from over
two million metric tons in 2004 to an estimate of just 1.4 million metric tons in 2009.

Minnesota: Cement Consumption
(In Thousand Metric Tons)
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Montana

Hi storically, Montanads c e meditscopsunaptionlevell on has
as the following graph:

Montana: Cement Production vs. Consumptior
(In Thousand Metric Tons)
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Cement Consumption Forecast

Like the Canada, the U.S. has a stable and consistent cement consumption pattern as
well. The examination of per capita consumption of cement in the United States from
1965-1995 showed that the average per capita consumption of cement has been
relatively constant, averaging at about 359 kilograms per person. The detail is as
follows:

U.S. Per Capita Cement Consumptiol
(Metric Tons Per Capita)
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Therefore, the cement consumption forecast for Minnesota, Montana and North Dakota
was developed using the weighted average of cement consumption per capita. The
steps used for forecasting cement consumption through 2020 are:

1.

Collecting available yearly historical cement consumption and population data for
recent years from 2004-2009.

. Dividing yearly cement consumption by the population for the same year to

determine annual per capita consumption.

Average the per capita consumption for recent years from 2004-20009.

Assign 70% factor for the average per capita consumption for each state from
2004-2009 and 30% weight for the nationwide average per capita consumption

from 1970-2000.

Take the weighted average per capita consumption of each state as the
estimated long-term per capita consumption.

Multiplying each year of projected population by the weighted average per capita
consumption for each state to derive the total projected cement consumption for
the specific year at specific State.

Apply micro-factor of current economic situation for cement projection in 2010.

The clinker consumption was projected accordingly based on projected cement
consumption. In Canada, the clinker to cement ratio is estimated at 1:1.18.

Over a long enough period, perhaps 20 years or longer, the random impacts of major
public construction projects and economic recessions tend to be smoothed out and
consumption trends become similar to historic per capita consumption rates. Per capita
consumption is a commonly used and accepted national, state, and regional measure
for purposes of forecasting. Since major public construction projects are planned for the

next 5

years, the demand may be greater in the short term, and then will even out.

Most of the public projects expected do not have estimates yet regarding materials and
were not included for the forecast.
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The projected long-term per capita cement consumption for each identified state is as
follows:

US Average Historical Cement Consumption Per Capita .359

2005 2006 2007
North Dakota
Population (000s) 633 637 636 637 640 640 640
Cement Consumption (000 Metric Tons) 329.5 402 359 368 353 324 310
Per Capital Consumtion (Metric Tons Per Capita) 0.521 0.631 0.564 0.578 0.552 0.506 0.484
Estimated Long-Term per Capita Consumption 0.491
Minnesota
Population (000s) 5053 5,086 5,114 5,155 5,198 5,246 5,294
Cement Consumption (000 Metric Tons) 2068.7 2,077 2,016 1,902 1,683 1,498 1,401
Per Capital Consumtion (Metric Tons Per Capita) 0.409 0.408 0.394 0.369 0.324 0.286 0.265
Estimated Long-Term per Capita Consumption 0.353
Montana
Population (000s) 918 927 936 947 958 965 972
Cement Production 548 577 587 555 532 486
Cement Consumption 375 407 380 396 404 394 380
Per Capital Consumtion (Metric Tons Per Capita) 0.408 0.439 0.406 0.418 0.422 0.408 0.391
Estimated Long-Term per Capita Consumption 0.398

The projected cement and clinker consumption for each identified province is as follows:

Cement Consumption Forecast

Current (2009) 2010 2015 2020
North Dakota
Population projection 645,325 648,972 651,291
cement consumption in tons 310,000 317,047 318,839 319,974
Clinker consumption in tons 274,336 280,573 282,158 283,164
Current (2009) 2010 2015 2020
Minnesota
Population projection 5,446,530 5,709,700 5,943,24
cement consumption in tons 1,401,000 1,923,670 2,016,620 2,099,104
Clinker consumption in tons 1,239,823 1,702,363 1,784,619 1,857,614
Current (2009) 2010 2015 2020
Montana
Population projection 985,930 1,031,610 1,078,46
cement consumption in tons 380,000 391,924 410,082 428,704
Clinker consumption in tons 336,283 346,835 362,905 379,386

Canada does not break down its production and consumption figures to a county level,

so figures for this forecast included whole provinces. This skews the figures for

provinces and states like Ontario, Alberta and Minnesota, where the largest markets for
production/competition and consumption are right outside ofthe market ar eas f or |
planned facility. To capture the market size actually available, and since these skewed

states are on the fringes of the market area where transportation costs will begin to

weigh, RII suggests using 10% of those markets for determining what is available.
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Limestone

Canada Limestone Overview

In Canada, majority of stone quarries are located in southern and central Quebec and
central Ontario, with lesser production coming from other regions. Virtually all of the
stone production in Canada is crushed stone for the construction and chemical

industries. Hi storically, Canadads | i mestone
for its consumption. Limestone use for construction aggregate has been dominating
among all limestone uses. Thefol | owi ng graphs present a good

limestone market:

Canada Limestone Overview
(In Thousand Metric Tons)
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(Note: Numbers here exclude limestone used in Canadian cement and lime industries.)

Among the potential markets in this study, Ontario produces 50% of limestone in
Canada (which can cover the western markets in Ontario), Manitoba produces less than
5%, and Alberta produces less than 1% of the total. Saskatchewan has no limestone
production. This production has mainly matched the consumption needs.
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Limestone Consumption Forecast Methodology(1)

According to USGS study, the only factor showing a strong correlation to historical
aggregate use was population change. Consequently, a per capita aggregate
consumption forecast model is used for most of the aggregate study projections. Thus,
like cement forecast, we also use the method of per capita aggregate consumption to
forecast the total aggregate consumption. As the limestone use graph shows, the share
of aggregate use in total limestone consumption has been statistically stable. The total
limestone consumption can be calculated based on projected aggregate consumption.

The detailed steps used for forecasting aggregate consumption through 2020 are:

1. Collecting available yearly historical construction aggregate consumption and
population data;

2. Dividing yearly aggregate consumption by the population for the same year to
determine annual per capita aggregate consumption;

3. Conclude per capita aggregate consumption pattern for years with collected
data;

4. Multiplying each year of projected population by the average per capita
aggregate consumption to derive the total projected aggregate consumption for
the projected years.

5. Calculate total limestone consumption based on projected aggregate
consumption.

6. Cal cul ate each r e gheconaumptiombaskdontbes | i me st
percentage of each provincebds popul ati on
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The historical per capita aggregate consumption in Canada is as follows:

Canada Per Capita of Aggregate Consumptio
(In Metric Tons)
3
2
15
1
1992199319941995199619971998199920002001200220032004 2005

Per capita aggregate consumption has been gradually increasing at an aggregated
annual growth rate of 2.51% from 1992 to 2005. The percentage of limestone use for
aggregate since 1992 has been very consistent ranging from about 70% to 77% at an
average of 74.54%. The historical percentage of limestone use for aggregate is as
follows:

Limestone Use for Aggregat
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The projected limestone consumption for identified markets in Canada is as follows:

Limestone Consumption Forecast for Identified Markets in Canada (Metric Tons)

Projected Canada's long term per capita aggregate consumption at 2.6939
Current (2009-Estimate) 2010 2015 2020
Canada
Population projection 33,639,400 33,909,700 35,266,800 36,608,50
Projected Total Aggregate Consumption 90,621,180 91,349,341 95,005,233 98,619,63
Projected Limestone Consumption 121,577,695 122,554,599 127,459,356 132,308,45
Ontario
Population 13,099,000 13,374,700 14,071,400 14,776,60
Projected Limestone Consumption 47,341,695 48,338,115 50,856,091 53,404,78
Prairies Region
Projected Limestone consumption 20,372,940 20,528,348 21,309,726 22,073,034
Alberta
Population 3,445,800 3,483,200 3,667,100 3,841,90
Projected Limestone Consumption 12,453,623 12,588,793 13,253,434 13,885,18
Saskatchewan
Population 983,400 982,000 978,200 977,40(
Projected Limestone Consumption 3,654,151 3,549,091 3,535,357 3,532,464
Manitoba
Population 1,207,800 1,214,800 1,250,900 1,288,10
Projected Limestone Consumption 4,365,165 4,390,464 4,520,935 4,655,381

Minnesota

An estimated 51 million tons or more of aggregate is consumed each year in Minnesota.
Historically, limestone consumption accounted for 50% of the total crushed stone use.
However, from 1993 to 2006, the limestone consumption in Minnesota has declined by
over 30%.

Minnesota: Limestone consumption
(In Thousand Metric Tons)
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Montana

As mentioned previously, Montana is the only State that has cement clinker capacity
compared with Minnesota and North Dakota. Historically, limestone consumption makes
up about 70% of total crushed stone. The overview of limestone consumption in
Montana since 1993 is as follows:

Montana: Limestone Consumption
(In Thousand Metric Tons)
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North Dakota
There is no limestone quarry in North Dakota. According to USGS, there has been no
limestone production or direct limestone consumption reported in North Dakota. North

Dakotabds | eading nonfuel mi ner al production h
which accounts for approximately three-fourths ofthe St at ebés t ot al nonf ue
production value. Sand and Gravel are used in place of limestone aggregate for road

buil di ng. Therefore, due to North Dakotabs s

is little to no demand for limestone aggregate at this time.
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Limestone Forecast Methodology for Minnesota and Montana (2)

According to USGS study, the only factor showing a strong correlation to historical
aggregate use was population change. Since aggregate use dominates the total
limestone use, therefore a per capita limestone consumption forecast model is used for
projecting future limestone consumption pattern in the above referenced three States.
The assumption that each person will use a certain amount of aggregate every year is a
simplification of actual usage patterns, but overall, an increase in the population leads to
the use of more aggregate and limestone use.

The detailed steps used for forecasting aggregate consumption through 2020 are:

1. Collecting available yearly historical limestone consumption and population data;
2. Dividing yearly limestone consumption by the population for the same year to
determine annual per capita limestone consumption;

3. Conclude per capita limestone consumption pattern for years with collected
data;

4. Multiplying each year of projected population by the average per capita limestone

consumption to derive the total projected limestone consumption for the
projected years.

Limestone Consumption Forecast

Current (2009) 2010 2015 2020
Minnesota
Per Capita Limestone Consumption .89
Population projection 5,446,530 5,709,700 5,943,244
Limestone consumption in tons 4,709,446 4,845,134 5,079,245 5,286,999
Current (2009) 2010 2015 2020
Montana
Per Capita Limestone Consumption 2.47
Population projection 985,930 1,031,610 1,078,46(
Limestone consumption in tons 2,400,702 2,435,107 2,547,930 2,663,643

This forecast confirms the interviews by estimating a 5-7 million ton market for
limestone aggregate within the truck accessible radius of the Dauphin.
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Contingent Factors
| T . s AT il AT il o MO ol o A i, o M

Through the course of this study, both in interviews and research, several contingent
factors were discovers that will have a bearing on demand for cement/clinker and
limestone.

Funding

Canada has developed an Infrastructure Stimulus Fund (ISF) similar to that in the
United States, allocating approximately $45 billion to infrastructure projects across the
country. Shovel ready projects for infrastructure qualify, and Manitoba alone will receive
$56 million in funds for these projects, helping the demand to remain at least steady
through the economic crisis. Additional infrastructure projects are already funded
through the area, including improvements to the Trans-Canada Highway system,
recreational infrastructure and rehabilitation of numerous bridges in the vast Land of
Lakes region. Manitoba has committed funds for $400 million per year for infrastructure
spending through 2011.

0y Transportation Spending 1989-2010
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Source: Manitoba Transportation and Government

Saskatchewan has 43 shovel ready projects planned with the Economic Action Plan.
Alberta has earmarked over $23 billion over the next 3 years for infrastructure capital
improvements. The Northern Ontario Highways program has planned 34 major projects
over the next 3 years.

These are record amounts of projects in record investment dollars that could
significantly increase the demand for aggregate and cement over the forecast in this
study during the next 5 years in these key areas. Unfortunately, these plans are new
and most of these projects are estimated in ballpark dollars at this time as opposed to
aggregate and cement tons, which could be directly added to the forecast.
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CentrePort

This facility is conceived of as a 20,000 acre inland port at the center of North America.

The facility would be I ocated just northwest
Airport, and would service as a multimodal logistics hub and central manufacturing and
distribution point for numerous industries.

The concept is planned to connect all major corridors through the continent. There are
projects underway aimed toward this aggressive undertaking, but for the most part it is
still only conceptual. The Government of Manitoba is still acquiring land and seeking
developers and investors for the project; however, it is committed to seeing it through.
The project could be 5 years down the line at this time. When major construction
begins on the project, it will not only produce a heavy demand for aggregate and
cement for its own construction, but this type of development draws other industries,
which could significantly speed up the growth in this area.

The Board Chairs for the project are Kerry Hawkins and Barry Remple at
khawkins@mts.net and busdev@centreportcanada.ca. However, excellent information
is also available from Bill Morrissey of the Winnipeg Chamber of Commerce at (204)
944-3309 or bmorrissey@winnipeg-chamber.com. RIl recommends staying in touch
with these groups to stay informed on the progress of the project, as well as what
opportunities become available to take advantage of it as a supplier and to estimate
upcoming demand.
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