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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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Rule 13e-3 Transaction Statement
(Pursuant to Section 13(e) of the
Securities Exchange Act of 1934)
(Amendment No. 2)
HOLNAM INC.
(NAME OF THE ISSUER)
'HOLDERBANK' FINANCIERE GLARIS, LTD.,
HOLDERNAM INC. AND HOLCEM INC.
(NAME OF PERSON(S) FILING STATEMENT)
COMMON STOCK, PAR VALUE $.01 PER SHARE
(TITLE OF CLASS OF SECURITIES)
436429 10 4
(CUSIP NUMBER OF CLASS OF SECURITIES)
JOSEPH W. SCHMIDT, ESQ.
WHITMAN BREED ABBOTT & MORGAN
200 PARK AVENUE
NEW YORK, NEW YORK 10166
(212) 351-3210
(NAME, ADDRESS AND TELEPHONE NUMBER OF PERSON
AUTHORIZED TO RECEIVE NOTICES AND COMMUNICATIONS
ON BEHALF OF PERSON(S) FILING STATEMENT)
THIS STATEMENT IS FILED IN CONNECTION WITH (CHECK THE APPROPRIATE BOX) :
A. [ ] THE FILING OF SOLICITATION MATERIALS OR AN INFORMATION STATEMENT SUBJECT
TO REGULATION 14A [17 CFR 240.14a-1 TO 240.14b-1], REGULATION 14C
[17 CFR 240.14c-1 TO 240.14c 101] OR RULE 13E-3(c)
[SECTIONS 240.13e-3 (c)] UNDER THE SECURITIES EXCHANGE ACT OF 1934.

B. [ ] THE FILING OF A REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF
1933.
C. [ ] A TENDER OFFER.

D. [X] NONE OF THE ABOVE.
CHECK THE FOLLOWING BOX IF THE SOLICITING MATERIALS OR INFORMATION
STATEMENT REFERRED TO IN CHECKING BOX (A) ARE
PRELIMINARY COPIES: [ ]
PAGE 1 OF PAGES
EXHIBIT INDEX ON PAGE 5

CALCULATION OF FILING FEE

<TABLE>
<CAPTION>
TRANSACTION AMOUNT OF FILING FEE
VALUATION*
<S> <C>

$57,284,363, based

on 7,488,152 shares

of Holnam Inc. Common

Stock times $7.65 per share $11,457.00**
</TABLE>

*Set forth the amount on which the filing fee is calculated and state how it was

determined.

**Previously paid.

[ 1 Check box if any part of the fee is offset as provided in Rule 0-11(a) (2)
and identify the filing with which the offsetting fee was previously paid.
Identify the previous filing by registration statement number, or the Form
or Schedule and the date of its filing.

Amount Previously Paid:
Form or Registration No:

Filing Party:

Date Filed:
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ITEM 17. MATERIAL TO BE FILED AS EXHIBITS

The Exhibit Index set forth on page 5 of this Transaction Statement is
incorporated herein by reference.

SIGNATURE

After due inquiry and to the best of my knowledge and belief, I certify
that the information set forth in this statement is true, complete and correct.

<TABLE>
<S> <C>
'HOLDERBANK' FINANCIERE GLARIS LTD.
Dated: January 24, 1994 By /s/ Thomas Schmidheiny
Name: Thomas Schmidheiny
Title: Chairman
By /s/ Pierre Haesler
Name: Pierre Haesler
Title: Secretary
HOLDERNAM INC.
Dated: January 24, 1994 By /s/ Peter Byland
Name: Peter Byland
Title: President
HOLCEM INC.
Dated: January 24, 1994 By /s/ Peter Byland
Name: Peter Byland
Title: President
</TABLE>
EXHIBIT INDEX
<TABLE>
<CAPTION>
EXHIBIT DESCRIPTION PAGE NO.
<S> <C> <C>
17 (b) (1) Opinion of Merrill Lynch, Pierce Fenner & Smith Incorporated, dated January 7, 1994,
incorporated by reference from Annex D to the Disclosure Statement and Notice filed as
EXhibit 17 (d) (2) Rereto. c vttt ittt et e e e e e e e et e e et e et e e ettt ettt ettt *
17 (b) (2) Presentation Material from Goldman Sachs dated October 11, 1993. ... ... .. iiieeeeeeennnn *
17 (b) (3) Presentation Material from Merrill Lynch dated November 15, 1993..... ...t iiiiniennnnns *
17 (b) (4) Presentation Material from Merrill Lynch dated January 7, 1994. ... ...t iiiiinneennnns *
17 (d) (1) Preliminary Copy of Disclosure Statement and Notice.........o ittt inneeennns *
17(d) (2) Revised Preliminary Copy of Disclosure Statement and Notice....... ittt iiiinnnnnnn.
17 (e) The description of appraisal rights set forth wunder the caption 'The Merger -- Appraisal
Rights' and the copy of Section 262 of the Delaware General Corporation Law attached as
Annex E to the Disclosure Statement and Notice are incorporated herein by reference....... -=
</TABLE>

* Previously filed.
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REVISED PRELIMINARY COPY

HOLCEM INC.
6211 NORTH ANN ARBOR ROAD
DUNDEE, MICHIGAN 48131
(313) 529-2411

This Disclosure Statement and Notice is furnished by 'Holderbank'

Financiere Glaris, Ltd., a publicly-held Swiss corporation ('Holderbank'),
Holdernam Inc., a Delaware corporation ('Holdernam'), and Holcem Inc., a
Delaware corporation ('Holcem'), 1in connection with the taking of certain

corporate action described below by Holcem, as the holder of more than 90% of
the common stock and all the preferred stock of Holnam 1Inc., a Delaware
corporation (the 'Company'), pursuant to which the Company will Dbecome a
wholly-owned subsidiary of Holdernam. This Disclosure Statement and Notice is
first being sent to stockholders of the Company on or about January 27, 1994.

The Dboard of directors of Holcem, together with Holdernam as the sole
stockholder of Holcem, approved on January 7, 1994 the merger (the 'Merger') of
Holcem with and into the Company pursuant to Section 253 of the General
Corporation Law of the State of Delaware (the 'DGCL') with the result that the
separate corporate existence of Holcem will cease, Holdernam will become the
owner of 100% of the outstanding equity of the Company and each outstanding
share of common stock, par value $.01 per share (the 'Common Stock'), of the
Company (other than any shares owned by Holcem or held by stockholders who
perfect their dissenters' appraisal rights) will be converted into the right to
receive $7.65 in cash from Holdernam. Such price is slightly higher than the
highest price at which the Common Stock has ever traded on the New York Stock
Exchange since it was first listed thereon in March 1990. The Merger will become
effective at the close of business on the date on which a certificate of
ownership and merger (the 'Certificate of Ownership and Merger') is filed by
Holcem with the Secretary of State of the State of Delaware. Such filing will
not be earlier than February 17, 1994, which 1is 20 days after the mailing of
this Disclosure Statement and Notice.

Holderbank, through its subsidiaries and affiliates, ranks among the
largest cement manufacturers and suppliers in the world with a presence in 30
countries. Holdernam is a wholly-owned subsidiary of Holderbank. Holcem is a
wholly-owned subsidiary of Holdernam recently formed for the purpose of
effecting the Merger. Holdernam and Holcem are holding companies. Holcem is the
owner of record of 128,491,701 shares of Common Stock, representing
approximately 94.9% of the outstanding Common Stock as of January 6, 1994.
Holcem 1is also the owner of record of 620,828 shares of % Cumulative
Convertible Preferred Stock, par value $.10 per share (the 'Series A Preferred
Stock'), of the Company which are convertible at a conversion price of $3.70 per
share into 8,381,178 shares of Common Stock.

As permitted and provided by Section 253 of the DGCL, the Merger has been
structured as a short-form merger requiring only the consent of the board of
directors of Holcem as the holder of more than 90% of the Common Stock and all
the Series A Preferred Stock of the Company concurred in by Holcem's sole
stockholder, Holdernam, and by Holdernam's sole stockholder, Holderbank, as to
the fairness of the Merger to the Company's stockholders other than Holcem (the
'Public Stockholders'). The approval of the Public Stockholders is not required
and is not being requested. THE PUBLIC STOCKHOLDERS ARE NOT BEING ASKED FOR A
PROXY AND ARE REQUESTED NOT TO SEND A PROXY. However, under Delaware law, the
Public Stockholders will have dissenters' appraisal rights in connection with
the Merger if they comply with applicable requirements. See 'The
Merger -- Appraisal Rights.' THIS DISCLOSURE STATEMENT ALSO CONSTITUTES NOTICE
BY THE COMPANY TO THE PUBLIC STOCKHOLDERS PURSUANT TO SECTION 262 (D) (2) OF THE
DGCL THAT APPRAISAL RIGHTS ARE AVAILABLE FOR ANY OR ALL OF THE SHARES OF COMMON
STOCK OWNED BY THEM.

THIS TRANSACTION HAS NOT BEEN APPROVED OR DISAPPROVED
BY THE SECURITIES AND EXCHANGE COMMISSION NOR HAS
THE COMMISSION PASSED UPON THE FAIRNESS OR MERITS OF SUCH
-1-
TRANSACTION NOR UPON THE ACCURACY OR ADEQUACY OF THE
INFORMATION CONTAINED IN THIS DOCUMENT.

ANY REPRESENTATION TO THE CONTRARY IS UNLAWFUL.

The date of this Disclosure Statement and Notice is January 27, 1994.
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Holnam Inc.

Projections for Holnam Operations

Projections for St. Lawrence Operations

Opinion of Merrill Lynch, Pierce, Fenner & Smith Incorporated

Section 262 of the Delaware General Corporation Law

-3-

THE MERGER

The Certificate of Ownership and Merger provides that Holcem will be merged

with and into the

existence

outstanding equity of the
further interest in,

Company. As a result of the Merger, the separate corporate

of Holcem will cease, Holdernam will Dbecome the owner of 100% of the

Company and the Public Stockholders will possess no

or rights as stockholders of, the Company, other than their

right to receive $7.65 per share of Common Stock held by them or to exercise

dissenters' appraisal rights if they comply with applicable requirements. See
'The Merger -- Appraisal Rights.'
The description of the terms and conditions of the Merger included in this

Disclosure Statement and Notice is qualified in its entirety by reference to the
Certificate of Ownership and Merger, a copy of which is attached hereto as Annex
A and incorporated herein by reference.

SPECIAL FACTORS

For a

'The Merger

Merger, '

description

'The Merger

-- Background

of certain special factors concerning the Merger, see

of the Merger,' 'The Merger -- Reasons for the
Position of the Boards of Directors,' 'The

Merger -- Opinion of Financial Advisor' and 'The Merger -- Potential Detriments
and Adverse Effects of the Merger.'

EFFECTIVE TIME OF THE MERGER

The Merger will become effective as of the close of business on the date on
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which the Certificate of Ownership and Merger is filed with the Secretary of
State of the State of Delaware in accordance with applicable law. Such filing is
expected to occur on or about February 17, 1994. The time of such effectiveness
is referred to herein as the 'Effective Time of the Merger.' Holcem may decide
not to proceed with the Merger at any time, and for any reason sufficient unto
itself, before the filing of the Certificate of Ownership and Merger. See 'The
Merger -- Amendment and Abandonment.'

PRICE TO BE PAID

At the Effective Time of the Merger, Holcem will be merged with and into
the Company and each outstanding share of Common Stock (other than any shares
owned by Holcem or held by Public Stockholders who perfect their dissenters'
appraisal rights) will be converted into the right to receive $7.65 in cash from
Holdernam. As of January 6, 1994, there were 135,356,186 shares of Common Stock
outstanding and approximately 6,260 record holders of such shares. At the
Effective Time of the Merger, Holdernam will be required to pay an aggregate of
$52,513,310.25 for the 6,864,485 shares of Common Stock outstanding and held by
the Public Stockholders if no Public Stockholders perfect their dissenters'
appraisal rights.

In addition, there are outstanding under the Company's Stock Option Plan
employee stock options to purchase 623,667 shares of Common Stock, all of which
are currently exercisable and will terminate at the Effective Time of the
Merger. See 'The Merger -- Stock Options and Benefit Plans.' In order to spare
the holders of these stock options the burden of exercising them, Holdernam has
agreed to cause the Company to make a cash payment to such holders of
unexercised options after the Merger in an amount equal to the excess of $7.65
per share over the per share exercise price of their options. If all these stock
options remain unexercised at the Effective Time of the Merger, Holdernam will
be required to pay an aggregate of $562,466.00 to such holders. If any such
options are exercised, the shares issued upon such exercise will be converted in
the Merger into the right to receive $7.65 per share. See 'The Merger -- Stock
Options and Benefit Plans.'

Holcem will cease to exist at the Effective Time of the Merger and will
receive no cash for any of its shares of Common Stock or Series A Preferred
Stock. Holdernam will be issued shares of common stock and preferred stock of
the Company, as the surviving corporation in the Merger, which will constitute
100% of the outstanding common stock and preferred stock of the Company after
the Merger. See 'The Merger -- The Company's Post-Merger Capital Stock.'

—4-

REGULATORY MATTERS

There are no federal or state regulatory approvals or consents that must be
obtained in connection with the Merger.

RECORD DATE

The record date for the Public Stockholders entitled to receive a copy of
this Disclosure Statement and Notice is January 18, 1994.

BACKGROUND OF THE MERGER

Holderbank's Investments in the United States and Canada. Founded in 1912,
Holderbank, through subsidiary companies, is engaged in the manufacture and sale
of cement and related construction products such as aggregates and ready-mix
concrete and operates or has investments in approximately 70 cement plants
located in 30 countries worldwide. Holderbank also provides technical and
consulting services to other cement manufacturers worldwide. Although published
information on the worldwide rated capacity of other cement manufacturers is
unavailable, based upon its knowledge of the industry, Holderbank believes that
it is one of the largest cement companies in the world in terms of rated
capacity with total worldwide rated capacity as of December 31, 1993 of
approximately 62 million short tons per vyear. Holderbank's shares are
publicly-held and traded on the Zurich, Basle and Geneva stock exchanges and in
London on the SEAQ International. Holderbank first entered the North American
cement industry in Canada in 1951 and is today, on a combined basis, one of the
largest cement companies in the United States and Canada in terms of rated
capacity. Holderbank's investments in the United States and Canada account for a
significant portion of its worldwide revenue and earnings.

Holderbank entered the cement industry in North America by investing in St.
Lawrence Cement Inc., a corporation incorporated on March 13, 1951 under Part I
of the Companies Act (Quebec) ('St. Lawrence'). St. Lawrence is primarily
involved in the manufacture and distribution of cement for wuse by the
construction industry. St. Lawrence's cement operations are supplemented by its
involvement in certain related industries such as ready-mix concrete, concrete
products, aggregates (crushed stone, sand and gravel), road construction and
certain other «civil engineering work. Directly or indirectly through its
subsidiaries, St. Lawrence does business in Eastern Canada and in portions of
the Northeast and Middle Atlantic regions of the United States. Holderbank
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currently owns through the Company 10,498,748 Class A subordinate shares and
15,252,848 Class B shares representing an approximately 59% equity interest in,
and approximately 77% of the voting rights of, St. Lawrence. The balance of the
Class A subordinate shares are publicly-held and traded on the Montreal and
Toronto stock exchanges.

Holderbank later invested in Dundee Cement Company, which was incorporated
on May 15, 1957 under the laws of the State of Delaware ('Dundee'). Dundee was
involved in the manufacture and distribution of a variety of Portland cements
used 1in the construction industry. Dundee operated in portions of the Midwest
and Southeast United States. The Company was incorporated on May 8, 1981 and
used as a holding company. Dundee was merged with and into the Company on March
21, 1990.

In order to expand and geographically diversify its holdings in North
America, Holderbank invested in Ideal Basic Industries, 1Inc., a publicly-held
manufacturer of Portland cement incorporated in 1924 under the laws of the State

of Colorado ('Ideal'). In connection with a major debt and equity restructuring
of Ideal that took place in December of 1986, Holdernam acquired, for the sum of
$110,000,000, from the bank and insurance company lenders to Ideal,

approximately 118.7 million shares of common stock of 1Ideal (the 'Ideal
Shares'), representing approximately 68.3% of the common shares of Ideal then
outstanding. The balance of the common shares were publicly-held and traded on
the New York Stock Exchange, Inc. (the 'NYSE'). At the time of Holdernam's
acquisition of the Ideal Shares, Holderbank announced that, while respecting
Ideal's autonomy, to enable Ideal to benefit from combining with a financially
healthy and more geographically diversified group, it would consider the
feasibility of a future business combination of Ideal with all or parts of
Holderbank's other North American cement operations.

To these ends, on March 8, 1990, Ideal was merged with and into the Company
(the 'Ideal Merger') following the approval of the terms of the merger
transaction by a majority of Ideal's board of

—-5-

directors after its receipt of the report and recommendation of a special
committee of Ideal directors and the favorable vote of the stockholders of the
Company and Ideal. Pursuant to the merger agreement entered into in connection
with the Ideal Merger, the Company agreed that for three years following the
Ideal Merger it would not enter into any transaction which would result in the
Common Stock being held of record by fewer than 300 holders without the approval
of at least a majority of the Company's unaffiliated directors. As a result of
the 1Ideal Merger, the separate corporate existence of 1Ideal ceased. Upon
consummation of the Ideal Merger, Holderbank owned indirectly approximately
87.2% of the Common Stock then outstanding, while the former public stockholders
of 1Ideal owned approximately 12.8% of the Common Stock then outstanding. In
order to make Dundee part of the integrated North American cement business of
Holderbank, Dundee was merged with and into the Company (the 'Dundee Merger')
following the Ideal Merger and the separate corporate existence of Dundee
ceased. Prior to the Ideal Merger, the Company had Dbecome the holder of
Holderbank's stockholdings in St. Lawrence. Therefore, following the Ideal
Merger and the Dundee Merger in 1990, all of Holderbank's cement operations in
the United States and Canada were consolidated in the Company whose common
shares were traded on the NYSE.

To provide additional equity needed by the Company, in October 1990,
Holdernam purchased from the Company 22,222,223 originallyissued shares of
Common Stock for an aggregate purchase price of $100,000,000 (or $4.50 per
share). The terms of the transaction were established in August 1990 in
negotiations between the management of the Company and Holderbank, reviewed by
the audit committee of and approved by the Company's Board of Directors. The
closing price of the Common Stock on the NYSE on the day of the agreement with
Holderbank was $4.25 per share and the average trading price for the 60 days
prior to the agreement was $4.38 per share. As a result of such purchase,
Holderbank owned indirectly approximately 89.3% of the Common Stock then
outstanding.

In connection with the settlement of certain litigation arising out of the
Ideal Merger, on December 31, 1991, Holdernam purchased 8,181,019 shares of
Common Stock from Philip F. Anschutz and The Anschutz Corporation for a total
consideration of $34,769,330.75 or $4.25 per share. The closing price of the
Common Stock on the NYSE on such date was $4.625 per share. As a result of such
purchase, Holderbank owned indirectly approximately 95.3% of the Common Stock
then outstanding.

On March 30, 1992, the Company entered into a Subordinated Loan Agreement
with Holdernam pursuant to which Holdernam lent $50,000,000 (the 'Subordinated
Loan') to the Company. Interest accrues on the outstanding principal amount of
the Subordinated Loan at a rate per annum equal to the LIBO Rate (as defined)
plus 3% in those calendar years in which the Consolidated Net Income (as
defined) of the Company equals or exceeds $5,000,000. Because Consolidated Net
Income of the Company did not equal or exceed $5,000,000 in 1992 and is not
expected to do so in 1993, no interest has accrued or is expected to accrue on
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the outstanding principal amount of the Subordinated Loan for such years.

On January 1, 1993, the Company entered into a revolving credit note with
Holderfin B.V., an affiliate of Holderbank ('Holderfin'), pursuant to which
Holderfin 1lent $30,000,000 (the 'Revolving Credit Loan') to the Company. The
Revolving Credit Loan bears interest at LIBOR plus .75% and matures on December
31, 1996 or is payable on demand with 367 calendar days' prior notice. Accruals
on the Revolving Credit Loan during 1993 were approximately $1,123,000.

During 1993 and 1992, Holderbank provided financial support to the Company
in the form of comfort letters for certain bank debt and other obligations.
Holderbank received fees from the Company for this financial support in the
amount of approximately $1,123,000 and $2,345,000 in 1993 and 1992,
respectively. In view of the Company's current financial circumstances, the
Company's ongoing ability to borrow from its sources of financing is dependent
on Holderbank's continuance of such support and the lenders' acceptance of these
comfort letters.

On May 18, 1993, the Company issued 600,000 shares of Series A Preferred
Stock to Holdernam for $30,000,000 in connection with the acquisition on the
same date by a Delaware limited partnership consisting of entities affiliated
with the Company and Trammel Crow of a cement manufacturing plant, two cement
distribution terminals, a related limestone quarry operation and working
capital. Each share of the Series A Preferred Stock is convertible into 13.5
shares of Common Stock representing a conversion price of $3.70 per share. The
closing price of the Common Stock on the NYSE on the date

—-6-

of issuance of the Series A Preferred Stock was $3.00 per share. The Series A
Preferred Stock entitles the holder thereof to receive annual preferential
cumulative dividends of $3.50 per share, payable in quarterly installments on
each February 15, May 15, August 15 and November 15, beginning August 15, 1993.
The Company is permitted to pay these dividends by issuing additional shares of
Series A Preferred Stock in an amount equivalent to the dividends otherwise
payable in cash based on the liquidation wvalue of $50 per share. Pursuant to
this right, the Company issued 10,150 shares and 10,678 shares of Series A
Preferred Stock on August 15 and November 15, 1993, respectively; Holcem
currently holds 620,828 shares of Series A Preferred Stock convertible into
8,381,178 shares of Common Stock. If such conversion should occur, Holcem would
hold approximately 95% of the outstanding Common Stock. If the Merger should not
occur, the Company 1is expected to issue on February 15, 1994 another 10,864
shares of Series A Preferred Stock convertible into an additional 146,664 shares
of Common Stock.

Activities Preceding the Merger. The management of Holderbank from time to
time has reviewed the advantages and disadvantages of alternative methods of
structuring and financing its operations in North America. In this regard, in
February of 1992, a representative of Holderbank requested that the management
of the Company explore and report on the advantages and disadvantages of taking
the Company private at that time. In response to that request, management of the
Company forwarded to Holderbank a summary of the advantages (including
eliminating the 'fishbowl' management environment as well as the additional
costs and management time for auditing services, legal services, exchange
listing fees, printing services, mailing costs, directors fees and directors and
officers liability insurance premiums for a public company) and disadvantages
(including funding of the costs of such a transaction) of taking the Company
private at that time. The advantages and disadvantages contained in the summary
were discussed by representatives of Holderbank and the management of the
Company during a 30-minute teleconference in March of 1992. Participating on
behalf of the Company were its then president and chief executive officer, its
chief financial officer and its general counsel. Participating on behalf of
Holderbank were various members of its executive committee. No conclusion or
action resulted from these discussions. In September 1993, following a recent
successful public offering of stock by a competitor and at Holderbank's request
for a report, the Company sought the views of Goldman, Sachs & Co. ('Goldman
Sachs'), an investment banking firm of international reputation retained from
time to time by the Company, as to the feasibility of effecting a public
offering by the Company of its Common Stock in the United States.

On October 11, 1993, Goldman Sachs presented its initial view, together
with written materials dated that date (the 'Goldman Sachs Presentation
Materials'), which preliminarily indicated that a public offering of Common
Stock in the United States might be feasible at the current trading price of the
Common Stock on the NYSE or at a slight reduction therefrom (i.e. $5.00 per
share or less), with final pricing to be determined at the time of any such
offering and dependent on the size of the offering and other relevant factors.
Goldman Sachs' preliminary report considered, first, the Company's potential
objectives in an equity offering -- to achieve a new source of funding for
attractive capital projects or potential acquisitions, to reduce leverage in the
capital structure of the Company, to promote 1liquidity of the Common Stock, to
broaden the ownership base and to create a research following. The report
reviewed the market for equity offerings which it viewed as relatively favorable
for any such offering, reviewed the Company's capitalization and the history of
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the Common Stock prices and concluded with a 1listing of various steps to be
followed to maximize chances for a successful public offering at or slightly
below the then $5.00 market price. It should be noted that the Goldman Sachs
presentation was preliminary and was rendered in the context of a possible
transaction different from the Merger. Goldman Sachs provided further
preliminary advice and information to the management of the Company in October
and November 1993 to the effect that using the proceeds of a public offering of
Common Stock by the Company to buy out the public minority stockholders of St.
Lawrence would be advantageous to the Company under certain circumstances.

Neither Holderbank, Holdernam nor Holcem has currently or has had within
the past two years or hereafter contemplates having any material relationship
with Goldman Sachs or any of its affiliates. Goldman Sachs has, however,
provided investment banking services to the Company from time to time within the
past two years for which it has received customary fees. The Company has no
agreement to compensate Goldman Sachs for its work in connection with the
Goldman Sachs Presentation Materials

or 1its subsequent advice. However, Holderbank's understanding is that it is the
Company's belief that, were it to undertake a public offering of its Common
Stock, the expectation of Goldman Sachs was that such investment banking firm
would serve as a managing underwriter of the offering and would receive
compensation in that capacity.

At the request of Holderbank, on November 15, 1993, Merrill Lynch, Pierce,

Fenner & Smith Incorporated ('Merrill Lynch') made a presentation to the
management of Holderbank (the 'November 15 Presentation') together with written
presentation materials (the 'November 15 Presentation Materials')

Specifically, Merrill Lynch was asked to analyze preliminarily (i) a public
offering of the Common Stock (the 'Public Offering'), (ii) alternatives
available to Holderbank with respect to the Public Stockholders and (iii)
alternatives available to Holderbank with respect to the Company's interest in
St. Lawrence (the 'St. Lawrence Interest') in 1light of Holderbank's long-term
objectives of maximizing the attractiveness of Holderbank's stock to investors,
maximizing Holderbank's financial efficiency (i.e., minimizing the cost of funds
and optimizing access to cash flows) and optimizing flexibility regarding the
operations of its subsidiaries. Merrill Lynch based its analysis on public
information and information provided by senior management of Holderbank from
different sources, including the Company's 1993 budget and 1994/5 forecast and
the Goldman Sachs Presentation Materials. In addition, Merrill Lynch, was
provided with certain projections of the Company and St. Lawrence by members of
Holderbank and the Company's management. Merrill Lynch presented its analysis in
three parts: a ‘'subsidiary analysis' of St. Lawrence and the Company; an
'alternatives analysis' for Holderbank; and a 'competitor analysis' with respect
to Lafarge Coppee.

Subsidiary Analysis. Merrill Lynch performed a preliminary analysis of
the historical and projected earnings of both St. Lawrence and the Company
excluding St. Lawrence (the 'Holnam Operations') from 1992 through 1997,
calculating a compounded average earnings growth from 1995 to 1997 of
approximately 59% for St. Lawrence and approximately 20% for Holnam
Operations. Based on these projected earnings, Merrill Lynch calculated a
projected market value of the St. Lawrence Interest of
approximately $300 million based on a projected price/earnings multiple (a
'P/E Multiple') of 19.5x in 1994, approximately $462 million Dbased on a
projected P/E multiple of 15.0x in 1995 and approximately $500 million
based on a projected P/E multiple of 13.0x in 1996 and a projected market
value of the Company of approximately $920 million based on a projected P/E
multiple of 15.0x in 1994, approximately $1,292 million based on a
projected P/E multiple of 14.0x in 1995 and approximately $1,455 million
based on a projected P/E multiple of 13.0x in 1996. In addition, Merrill
Lynch calculated free cash flows for St. Lawrence as increasing from
approximately $10 million in 1994 to approximately $63 million in 1997 and
for the Company as increasing from approximately $47 million in 1994 to
approximately $316 million in 1997.

Holderbank Alternatives. Merrill Lynch compared the internal rate of

return for Holderbank ('IRR') based on five strategic alternatives.
Alternative I assumed that Holderbank held a 79.8% stake 1in the Company
after the Public Offering (as $5.00 per share) and maintained status quo

ownership for St. Lawrence and resulted in an IRR of approximately 20.0%.
Alternative II assumed that Holderbank held a 68% stake in the Company
after the Public Offering (at $5.00 per share) and had completed a 100% buy
out of St. Lawrence and resulted in an IRR of approximately 17.78%.
Alternative III assumed that Holderbank maintained status quo ownership for
both the Company and St. Lawrence and resulted in an IRR of approximately
25.8%. Alternative IV assumed that Holderbank held a 100% stake in both the
Company due to a going private merger (at $6.90 per share based on a
premium of 20% over market price on November 12, 1993) and St. Lawrence due
to a cash buy out (at Cdn. $12.19 per share based on a premium of 25% over
the market price on November 12, 1993) and resulted in an IRR of
approximately 30.4%. Alternative V assumed 100% ownership of the Company
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due to a going private merger and status quo ownership for St. Lawrence and
resulted in an IRR of approximately 27.5%.

Merrill Lynch also calculated the cumulative free cash flow projected
by management of the Company and St. Lawrence from 1994 through 1997 and
free cash flow beyond 1997 based on the five strategic alternatives.
Merrill Lynch calculated that Holderbank would receive (i) approximately
$71 million in public offering proceeds plus dividends from the Company
("Holnam

Dividends') wunder Alternatives I and II through 1997 and Holnam Dividends
beyond 1997; (ii) Holnam Dividends throughout all periods under Alternative
III; (iii) approximately $290 million (approximately $79 million after
payment of acquisition debt) wunder Alternative IV through 1997 and
approximately $119 million annually thereafter; and (iv) approximately $268
million (approximately $221 million after payment of acquisition debt) plus
dividends from St. Lawrence under Alternative V through 1997 and
approximately $90 million annually thereafter.

Based on this analysis, Merrill Lynch concluded preliminarily that
Holderbank's long-term objectives would be most effectively addressed by
Alternative IV, the elimination of public holdings of both the Company and
St. Lawrence by a shortform cash merger and buy out for cash, respectively.
It was Merrill Lynch's belief that full ownership of the Company and St.
Lawrence would enhance Holderbank's share wvaluation in the European and
other financial markets in which its shares trade by focusing investors on
Holderbank as a core global cement investment and confirming Holderbank's
industrial operatingcompany, rather than holding-company, status.

Competitor Analysis. Merrill Lynch presented a preliminary case study
of LaFarge Coppee and the public offering of its subsidiary, LaFarge Corp.
Merrill Lynch analyzed share price performance and volume from August 24,
1993 to November 5, 1993 among LaFarge Coppee, Lafarge Corporation and
Holderbank, noting that the Lafarge Corporation roadshow coincided with a
drop in Lafarge Coppee share price and that Holderbank's relative volume
was consistently above Lafarge Coppee's during the period. Merrill Lynch
concluded preliminarily on the basis of the Lafarge Coppee case study that
a public offering of the Company's common stock could be well received by
the equity markets but could also weaken the perception of Holderbank as an
operating company and otherwise might not be beneficial to its share
performance.

Merrill Lynch also analyzed relative valuations between Holderbank and
LaFarge Coppee. In comparison to LaFarge Coppee, Holderbank's market value
to estimated 1994 earnings was negative 15%, market value to estimated 1994
cash flow was negative 27%, market capitalization to current capacity was
negative 37% and market capitalization to the latest fiscal year output was
negative 36%. Merrill Lynch stated that reasons for this relative
underperformance of Holderbank could include Holderbank's lack of interim
reporting, its less developed investor program and less diversified
shareholder base and the absence of a control premium for Holderbank
shares. Merrill Lynch recommended that Holderbank increase its efforts to
communicate with its investors, expand its shareholder Dbase and optimize
control over its subsidiary operations.

The November 15 Presentation and the November 15 Presentation Materials
were not intended to, and do not, provide for a valuation of St. Lawrence,

Holnam Operations, the Company, any of their assets or the Holnam Shares. In
connection with the investigation of the Company and St. Lawrence conducted by
Merrill Lynch as part of its valuation analysis discussed below under 'Opinion

of Financial Advisor', Merrill Lynch received substantially more information
with respect to the Company and St. Lawrence, and substantially more access to
information and personnel at the Company and St. Lawrence, than it received in
connection with the November 15 Presentation. Holdernam paid Merrill Lynch a fee
of $125,000 in connection with the November 15 Presentation.

Following the November 15 Presentation, Holderbank decided against a going
private transaction with respect to St. Lawrence but to pursue such a
transaction with respect to the Company. By letter agreement dated December 10,
1993, Holdernam retained Merrill Lynch to act as its exclusive financial advisor
in connection with the possible acquisition of all of the outstanding shares of
Common Stock not owned by Holdernam or its affiliates. Subsequent to such date,
officers of Holderbank, Holdernam, the Company and St. Lawrence engaged in due
diligence meetings with representatives of Merrill Lynch.

During the course of these due diligence discussions management of the
Company and Merrill Lynch jointly prepared projections of the future performance
of the Holnam Operations, and management of St. Lawrence and Merrill Lynch
jointly prepared projections of the future performance of St. Lawrence, in each
case for the years 1994 through 2002 which were approved by management of
Holdernam (the 'Holnam Operations Projections' and the 'St. Lawrence
Projections,' respectively). Neither the Company nor St. Lawrence customarily
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prepares such longterm projections. The Holnam
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Operations Projections and the St. Lawrence Projections and the material
assumptions related thereto are attached hereto as Annex B and Annex C,
respectively.

The projections were intended for the uses discussed below and were not
prepared with a view toward compliance with published guidelines of the
Commission or the American Institute of Certified Public Accountants regarding
projections and forecasts or generally accepted accounting principles.
Accordingly, such projections are not necessarily indicative of current values
or future performance, which may be significantly more or less favorable than as
set forth below. Because of the inherent uncertainty of projections and
forecasts for such lengthy periods, none of Holderbank, Holdernam, Holcem, the
Company, St. Lawrence, Merrill Lynch or any other person assumes any
responsibility for their accuracy.

Pursuant to the engagement agreement, on January 7, 1994, Merrill Lynch
delivered an opinion, subsequently confirmed in a written opinion dated January
7, 1994, to the board of directors of each of Holcem and Holdernam, and to the
special committee of the board of directors of Holderbank, that on the basis and
subject to the matters set forth therein, as of the date of such opinion, the
proposed cash consideration to be received by the Public Stockholders in the
Merger 1is fair to such stockholders from a financial point of view. See 'The
Merger -- Opinion of Financial Advisor.' Merrill Lynch further advised the board
of directors of each of Holcem and Holdernam and the special committee of the
board of directors of Holderbank that, in accordance with its assignment, its
opinion was directed to the issue of fairness to the Public Stockholders and not
to fairness to the stockholders of Holderbank. Merrill Lynch also reviewed at
length with the members of the boards and the special committee the bases for
its opinion. The members of the boards and the special committee considered
Merrill Lynch's presentation in support of its opinion, asked questions and
satisfied themselves that Merrill Lynch had fully considered all relevant
factors and performed its task with diligence and care appropriate in this
circumstance. The members of the boards and the special committee noted that
none of the wvarious analyses performed by Merrill Lynch produced a mean
valuation in excess of the $7.65 per share of Common Stock to be paid to the
Public Stockholders in the Merger. In light of such opinion and presentation and
on advice from their counsel that their responsibility was not to negotiate the
best or most advantageous price for Holcem, Holdernam or Holderbank but rather
solely to ensure that the Public Stockholders are treated fairly, on January 7,
1994, the board of directors of each of Holcem and Holdernam and the special
committee of the board of directors of Holderbank, for the reasons described
under 'The Merger -Position of the Board of Directors,' concluded that the
Merger is fair to the Public Stockholders.

In order to effect the Merger, Holdernam transferred the Common Stock and
Series A Preferred Stock owned by it to its newly-formed wholly-owned
subsidiary, Holcem, on January 7, 1994, in exchange for stock of Holcem. Neither
Holderbank, Holdernam nor Holcem nor any of the directors or executive officers
of any of them has engaged in any other transaction involving the Common Stock
since November 7, 1993.

REASONS FOR THE MERGER

After considering various alternatives to structuring and financing its
operations in North America as discussed above under 'The Merger -- Background
of the Merger,' Holderbank decided that the most advisable course of action was
to merge out the Public Stockholders for cash. Holderbank seeks to merge out the
Public Stockholders primarily for the following reasons:

(1) The Merger will secure for Holderbank the freedom to manage the
business of the Company without the inherent complexities of operating a
U.S. public company.

(ii) The Merger will avoid the significant costs of maintaining a
publicly-traded U.S. company, particularly with its potential for expensive
and time-consuming litigation. The management of the Company and the
management of Holdernam have estimated that such savings may exceed
$500,000 per year apart from any litigation.

(iii) The Merger will allow Holderbank to fully control the cash flow
of the Company so that, if and when opportune, it might reinvest such funds
in business opportunities elsewhere.

_lO_
(iv) The Merger will confirm Holderbank's industrial operatingcompany

status in the European and other financial markets.

The Merger was structured as a short-form merger because this approach is
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expressly permitted and provided by Delaware law and is the most efficient way
to achieve the intended purposes. The board of directors of Holcem considered
the possibility of making the Merger subject to approval by a special committee
of independent directors of the Company and/or by the vote of at least a
majority of the shares of Common Stock held by the Public Stockholders. The
board of directors of Holcem decided against using such procedures for a number
of reasons, principally Dbecause the DGCL specifically makes available the
short-form merger described in this Disclosure Statement and Notice and because
the board of directors felt confident that it could, with the advice of Merrill
Lynch, arrive at a price per share that is fair to the Public Stockholders. The
Merger was undertaken at this time because, among other reasons, contractual
restrictions on such action arising in relation to the Ideal Merger lapsed in
March 1993, Dbecause equity offerings completed in 1993 by Holderbank have
enhanced its ability to undertake the transaction in 1994 and because reviews by
the management of the Company and the management of Holderbank in October and
November of 1993 and in February and March of 1992 of the advantages and
disadvantages of various alternative courses of action with respect to the
structure and financing of operations in the United States discussed above have
led to decisions being made at this time. More specifically, Holderbank
determined that it does not wish to increase public minority investment in the
Company because it does not believe such action would support Holderbank's
long-term objectives of maximizing the attractiveness of Holderbank's stock to
investors, maximizing Holderbank's financial efficiency and optimizing
flexibility regarding the operations of its subsidiaries. Having reached this
conclusion, Holderbank further determined that there were no advantages and
several disadvantages (namely, inherent operating complexities, significant
costs and the potential for litigation) to having the Public Stockholders as
continuing minority investors in the Company. This determination in turn led to
Holderbank's decision to effect a cash out merger of the Public Stockholders.

POSITION OF THE BOARDS OF DIRECTORS

The boards of directors of Holderbank (acting through its special
committee), Holdernam and Holcem (collectively, the 'Boards') believe that the
Merger 1is fair to the Public Stockholders. The material factors on which this
belief is based and which support the conclusion that the Merger is fair to the
Public Stockholders include the following:

(i) Historical results of operations of the Company over the last
several vyears with particular note of significant operating losses
generated by the Company since the Company became a public company in 1990.

(ii) The fact that the industry in which the Company operates is
cyclical and there is some evidence that the industry 1is currently in a
period of growth in demand, with scant new capacity recently added or in
prospect, and that in certain markets prices for the Company's products may
increase.

(iii) The assets, liabilities, financial condition, business and
operations of the Company and the Boards' 3judgment concerning the future
prospects for the Company's business in light of the Company's competition,
forecasts of sales and costs, and projected levels of required capital
investment, corporate overhead, litigation expenses and environmental
expenses. A long-term concern with potential adverse effect on the
Company's profitability is that while approximately 31% of United States
cement manufacturing capacity employs the less efficient wet process, about
60% of the Company's capacity is wet process. In general, the Company's wet
process plants currently compete in markets supplied by other manufacturers
with similar cost structures. However, 1if these competitors upgrade their
plants (e.g., by converting from wet to dry process), the Company could
become competitively disadvantaged in some markets wunless it makes
significant additional investments to effect similar conversions. If cement
price levels (after adjusting for inflation) are not adequate to support
such investment, the Company could experience deterioration in
profitability or losses. Over the almost thirty year period from 1960 to
1989, cement price levels after adjustment for inflation trended downward.
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(iv) The opinion, dated January 7, 1994, of Merrill Lynch, as
financial advisor to Holdernam that, on the basis and subject to the
matters set forth therein, as of the date of such opinion, the proposed
$7.65 per share of Common Stock to Dbe received by the Public Stockholders
in the Merger is fair from a financial point of view to such stockholders;
and the considerations and analyses reflected therein and presented to the
Boards by Merrill Lynch. The Boards adopted Merrill Lynch's conclusion and
analyses as their own, but emphasized additional factors, as set forth
herein, further to support their judgment.

(v) The relationship between the price to be paid in the Merger and
the trading history of the Common Stock, including the level of trading
activity in the Common Stock and the fact that the price to be paid in the
Merger represents a premium of approximately 13.3% over the closing sales
price of $6.75 on the NYSE on January 6, 1994, the last trading day before

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

the public announcement of the Merger.

In view of the wvariety of factors considered in connection with their
evaluation of the Merger, the Boards did not find it practicable to, and did
not, quantify or otherwise attempt to assign relative weights to the specific
factors they considered. However, the Boards gave particular weight to the
factors discussed in (iii) and the analyses and opinion described in (iv) above.
The Boards also considered that the Public Stockholders may elect to have the
value of their shares appraised by the Court of Chancery of the State of
Delaware in accordance with Section 262 of the DGCL.

Because the Merger is structured as a short-form merger requiring only the
consent of the board of directors of Holcem concurred in by Holcem's sole
stockholder, Holdernam, the Merger was not submitted to a vote of the directors
of the Company and the approval of a majority of the directors of the Company
who are not employees of the Company was not sought.

As permitted by Section 253 of the DGCL, the Merger has been structured as
a short-form merger requiring only the consent of the board of directors of
Holcem as the holder of more than 90% of the Common Stock and all the Series A
Preferred Stock of the Company concurred in by Holcem's sole stockholder,
Holdernam. Under Section 253, the vote of at 1least a majority of the shares of
Common Stock held by the Public Stockholders is not required nor is the approval
by a special committee of independent directors of the Company nor 1is an
unaffiliated representative required to be retained by the independent directors
of the Company to act solely on behalf of the Public Stockholders for purposes
of negotiating the terms of the Merger or preparing a report concerning the
fairness of the Merger to the Public Stockholders. The board of directors of
Holcem felt confident that it could, with the advice of Merrill Lynch who was
engaged by Holdernam to, among other things, render an opinion as to whether the
proposed cash consideration to be received by the Public Stockholders in the
Merger was fair to such stockholders from a financial point of view and not with
determining fairness to the stockholders of Holderbank, arrive at a price per
share that is fair to such Public Stockholders. On advice from their counsel
that their responsibility was not to negotiate the best or most advantageous
price for Holcem, Holdernam or Holderbank but instead solely to ensure that the
Public Stockholders are treated fairly, on January 7, 1994, the board of
directors of each of Holcem and Holdernam and the special committee of the board
of directors of Holderbank, for the reasons described above, concluded that the
Merger is fair to the Public Stockholders.

To the knowledge of Holderbank, Holdernam and Holcem after making
reasonable inquiry, no executive officer or director of the Company, other than
those who are directors of Holderbank, Holdernam or Holcem (all of whom voted
for the Merger), has made a recommendation in support of or opposed to the
Merger. Each outstanding share of Common Stock owned by executive officers and
directors of the Company will also be converted into the right to receive $7.65
in cash. As of January 6, 1994, all directors and executive officers of the
Company as a group owned an aggregate of 321,967 shares of Common Stock,

including 230,887 shares which could be acquired pursuant to currently
exercisable stock options. See 'Principal and Management

Stockholdings -- Security Ownership of Management' and 'Principal and Management
Stockholdings =-- Security Ownership of Directors and Executive Officers of

Holderbank, Holdernam and Holcem.'

In connection with the Merger, a special committee of the Dboard of
directors of Holderbank formed for the purpose of considering the Merger acted
for such board of directors and each reference in this Disclosure Statement and
Notice to the board of directors of Holderbank is a reference to such special
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committee. The special committee consisted of Thomas Schmidheiny, the Chairman,
Managing Director and Chairman of the Executive Committee of Holderbank, Dr.
Anton E. Schrafl, the Deputy Chairman of Holderbank, Dr. Max D. Amstutz, a
Managing Director of Holderbank and Vice Chairman of the Executive Committee,
Professor Dr. Angelo Pozzi, a director of Holderbank and director of Motor-
Columbus AG of Switzerland, and Dr. Jean-Claude Wenger, a director of Holderbank
and a lawyer. Except for Dr. Schrafl, who is a director of the Company and owns
250 shares of Common Stock, none of these persons has any interest in the Common
Stock or other securities of the Company or other involvement with the Company
except through his positions with Holderbank. See 'Principal and Management
Stockholdings.' The special committee was advised that its responsibility was to
ensure fair value to the Public Stockholders, not the transaction most favorable
to Holderbank. The special committee, with the advice of Merrill Lynch, felt
fully capable of discharging this duty to the Public Stockholders. The board of
directors of Holderbank has ratified the actions of the special committee.

OPINION OF FINANCIAL ADVISOR

Holdernam retained Merrill Lynch to act as its exclusive financial advisor
in connection with the possible acquisition of all of the outstanding shares of
Common Stock (the 'Holnam Shares') not owned by Holdernam or its affiliates. On
January 7, 1994, Merrill Lynch delivered its oral opinion, subsequently
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confirmed in a written opinion, dated January 7, 1994, +to the Boards, that on
the basis of and subject to the matters set forth therein, as of the date of
such opinion, the proposed cash consideration to be received by the Public
Stockholders 1in the Merger is fair to such stockholders from a financial point
of view (the 'Fairness Opinion'). No limitations were imposed by Holdernam with
respect to the investigations made or procedures followed Dby Merrill Lynch in
rendering the Fairness Opinion, except that Merrill Lynch was not authorized to,
and did not, solicit indications of interest for the acquisition of all or any
part of the Company.

A COPY OF THE FAIRNESS OPINION, WHICH SETS FORTH THE ASSUMPTIONS MADE,
MATTERS CONSIDERED AND LIMITS ON THE REVIEW UNDERTAKEN, IS ATTACHED AS ANNEX D
TO THIS DISCLOSURE STATEMENT AND NOTICE AND IS INCORPORATED HEREIN BY REFERENCE.
THE SUMMARY OF THE FAIRNESS OPINION OF MERRILL LYNCH SET FORTH IN THIS
DISCLOSURE STATEMENT AND NOTICE IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE
FULL TEXT OF SUCH OPINION. THE PUBLIC STOCKHOLDERS ARE URGED TO READ SUCH
OPINION IN ITS ENTIRETY.

Merrill Lynch's opinion is directed only to the fairness from a financial
point of view of the consideration to be received by the Public Stockholders in
the Merger. Merrill Lynch did not consider fairness to Holcem, Holdernam or the
stockholders of Holderbank. The consideration to be paid to the Public
Stockholders 1in the Merger was determined by the board of directors of Holcem
and concurred in by the board of directors of each of Holdernam and Holderbank.

In arriving at its opinion, Merrill Lynch, among other things, (1) reviewed
the Company's annual reports to stockholders for the three fiscal years ended,
and 1its Annual Report on Form 10-K for the two fiscal years ended, December 31,
1992 and the related audited financial information included therein, and the
Company's wunaudited financial information and related Quarterly Reports on Form
10-Q for the three-, six-and nine-month periods ended March 31, June 30 and

September 30, 1993, respectively; (2) reviewed the annual reports to
stockholders and related audited financial information of St. Lawrence for the
three fiscal years ended December 31, 1992; (3) reviewed certain information,

including financial projections, relating to the businesses, earnings, cash
flow, assets and prospects of the Company, based upon information furnished to
Merrill Lynch by the Company, and of St. Lawrence, furnished to Merrill Lynch by
St. Lawrence; (4) conducted discussions with members of senior management of the
Company and St. Lawrence concerning their respective businesses and prospects,
and conducted discussions with members of senior management of Holderbank and
Holdernam concerning such businesses and prospects; (5) reviewed the
Registration Statement on Form S-4 of the Company, including the combined Proxy
Statement and Prospectus dated February 14, 1990 included therein, filed with
the Securities and Exchange Commission (the 'Commission') in connection with the
Ideal Merger; (6) reviewed the current and historical market prices and trading
activity for the Common Stock and compared them with that of certain publicly
traded companies that Merrill Lynch deemed to be reasonably similar to the
Company, in whole or in part; (7) reviewed the current and historical market
prices and trading activity for the Class A subordinate shares of St. Lawrence
(the 'St.
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Lawrence Shares'); (8) compared the results of operations of the Company with
those of certain companies that Merrill Lynch deemed to be reasonably similar to
the Company, in whole or in part; (9) reviewed a draft dated January 6, 1994 of
the Certificate of Ownership and Merger; (10) reviewed the Certificate of
Designation relating to the Series A Preferred Stock; (11) reviewed a draft
dated January 6, 1994 of the Rule 13e-3 Transaction Statement, including the
Disclosure Statement and Notice included therein, proposed to be filed with the
Commission in connection with the Merger; (12) compared the financial terms of
the transactions contemplated by the January 6, 1994 draft of the Certificate of
Ownership and Merger with the financial terms of certain other business
combinations and other transactions that Merrill Lynch deemed to be relevant;
and (13) reviewed such other financial studies and analyses and performed such
other investigations and took into account such other matters as it deemed
necessary.

In preparing 1its opinion Merrill Lynch relied without independent
verification upon the accuracy, completeness and fair presentation of all
financial and other information provided to it by Holderbank, Holdernam, the
Company and St. Lawrence, including information concerning certain tax matters
relevant to its analysis, or which was publicly available. In addition, Merrill
Lynch has not made an independent appraisal of any of the assets or 1liabilities
of the Company or St. Lawrence or of the shares of St. Lawrence. With respect to
the financial forecasts referred to above, Merrill Lynch assumed that they have
been reasonably prepared on bases reflecting the best currently available
estimates and judgments of the management of the Company or St. Lawrence, as the
case may be, as to the future financial performance of the Company or St.
Lawrence, as the <case may be, and that the management of Holderbank and
Holdernam concur in those estimates and judgments. Merrill Lynch's opinion is
based upon general economic, market, monetary and other conditions as they
existed and can be evaluated, and upon the information made available to Merrill
Lynch, as of the date of its opinion.
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The matters considered by Merrill Lynch in arriving at its opinion are
based upon numerous macroeconomic, operating and financial assumptions and
involve the application of complex methodologies and educated Jjudgment. Any
estimates incorporated in the analyses performed by Merrill Lynch are not
necessarily indicative of actual past or future values or results, which may be
significantly more or less favorable than such estimates. Estimated values do
not purport to be appraisals and do not necessarily reflect the prices at which
businesses or companies may be sold in the future or at which their shares of
capital stock may trade in the future. Because such estimates are inherently
subject to uncertainty, none of Holderbank, Holdernam, Holcem, the Company, St.
Lawrence, Merrill Lynch or any other person assumes responsibility for their
accuracy.

The following is a summary of certain financial and comparative analyses
performed Dby Merrill Lynch in connection with the Fairness Opinion which it
discussed with the Boards. The summary of the financial and comparative analyses
set forth below does not purport to be a complete description of the analyses
employed by Merrill Lynch in reaching its opinion. Merrill Lynch believes that
its analyses must be considered as a whole and that selecting portions of its
analyses and of the factors considered by it, without considering all such
factors and analyses, could create a misleading view of the processes underlying
its opinion. Arriving at a fairness opinion is a complex process not necessarily
susceptible to partial or summary description.

In delivering its oral opinion on January 7, Merrill Lynch advised the
Boards that it could not give specific percentage weights to particular factors
in the following analyses. However, in response to questions by members of the
Boards, Merrill Lynch noted that it had considered (i) going concern value
relatively important; (11) both current and historical market prices of the
Common Stock as less important because for a thinly traded security like the
Common Stock market prices may be volatile and change rapidly while values of
companies do not; and (iii) net book value of the Common Stock and liquidation
value relatively unimportant because Merrill Lynch had been advised that no
consideration had been given to liquidating the assets of the Company and
Merrill Lynch was not authorized to and did not solicit indications of interest
for the acquisition of all or any part of the Company. In addition, Merrill
Lynch noted that the Company's public disclosure documents indicate that
previous prices paid by Holdernam for Common Stock were between $4.00 and $5.00
per share. See 'The Merger -- Background of the Merger -- Holderbank's
Investments in the United States and Canada.'
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Stock Trading History. Merrill Lynch reviewed and analyzed the historical
market prices and trading activity and volume for the Holnam Shares and for the
St. Lawrence Shares. 1In addition, Merrill Lynch reviewed and analyzed the
relationship between movements of the prices of the Holnam Shares and movements
in the Standard & Poor's Industrials average of approximately 500 stocks and of
the prices of the St. Lawrence Shares on the Toronto Stock Exchange 300
Composite Price Index. As a result of its analysis, Merrill Lynch concluded that
the price of the Holnam Shares and St. Lawrence Shares already reflected the
expectation of financial improvement in the cement industry in general and the
Company and St. Lawrence in particular.

Stock Market Analysis of the Company. Merrill Lynch determined the 52 week
high and low closing prices of the Holnam Shares on the NYSE. This analysis
resulted in an equity reference range of $2.88 to $7.38 per Holnam Share.

Analysis of Selected Comparable Publicly Traded Companies. Merrill Lynch
compared certain financial information for the Company to the corresponding
publicly available financial information of certain other publicly traded
companies that Merrill Lynch believed to be comparable to the Company. The
companies that Merrill Lynch determined comparable are Lafarge Corp., Medusa
Corp. and Southdown Inc. For such companies, Merrill Lynch calculated multiples
of such companies' (1) current stock price to projected 1994 fiscal year
earnings per share ('EPS'), (ii) market capitalization (defined as the product
of primary shares outstanding and market price, plus preferred equity and debt
and less cash and marketable securities) to projected 1994 fiscal year earnings
before interest and taxes ('EBIT'), and (iii) market capitalization to projected
1994 fiscal year earnings before interest, taxes, depreciation and amortization
('"EBITDA') .

An analysis of the multiples for the group of comparable companies, as
adjusted to exclude certain results that Merrill Lynch considered anomalous,
yielded the following ranges of multiples: (1) stock price to 1994 EPS of 19.6x
to 23.0x (with a mean of 21.0x); (2) market capitalization to 1994 EBIT of 9.5x
to 15.7x (with a mean of 12.8x); and (3) market capitalization to 1994 EBITDA of
6.0x to 9.7x (with a mean of 8.0x).

Merrill Lynch then calculated aggregate per share imputed equity values for
the Company by applying the Company's forecasted financial results to the
multiples derived from Merrill Lynch's analysis described above. Based on this
analysis, Merrill Lynch calculated equity reference ranges per Holnam Share of
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$6.30 to $7.39 (with a mean of $6.75) based on stock price to 1994 EPS, $3.73 to
$8.02 (with a mean of $6.01) based on market capitalization to 1994 EBIT, and
$4.24 to $8.53 (with a mean of $6.56) based upon market capitalization to 1994
EBITDA. In making this calculation, and in calculating the amounts per Holnam
Share described below, Merrill Lynch assumed the conversion of all outstanding
shares of Series A Preferred Stock and the exercise of all options exercisable
for Common Stock at a price below the closing market price as of January 4,
1994.

No company utilized by Merrill Lynch in the comparable company analysis is
identical to the Company. Accordingly, an analysis of the results of such a
comparison is not mathematical; rather, it involves complex considerations and
judgments concerning differences in historical and forecasted financial and
operating characteristics of the comparable companies and other factors that
could affect the public trading value of such companies and the Company.

Discounted Cash Flow Analysis. Merrill Lynch performed a discounted cash
flow analysis of the Company. In performing its analysis, Merrill Lynch first
performed a discounted cash flow analysis of the Holnam Operations. Second,
Merrill Lynch calculated the present value of net operating losses of the
Company. Merrill Lynch then calculated the value of the St. Lawrence Interest
using three different methodologies: (i) a going concern value derived from the
present value of a projected dividend stream from the St. Lawrence Interest;
(ii) a liquidation value derived from a discounted cash flow analysis of St.
Lawrence; and (iii) the aggregate stock market price of the St. Lawrence
Interest. Finally, Merrill Lynch added the sum of the calculated value of Holnam
Operations and the net operating losses to each of the three calculated values
for the St. Lawrence Interest in order to calculate three different equity
ranges for the Company.

In performing its discounted cash flow analysis of Holnam Operations,
Merrill Lynch calculated an equity value range for Holnam Operations based upon
the present value of the projected stream of
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unlevered free cash flow of Holnam Operations reflected in the Holnam Operations
Projections . Merrill Lynch used discount rates of 8.92% to 12.92% to calculate
the present wvalue of the forecasted stream of free cash flows based upon
variations of up to plus or minus 2% of the weighted average cost of capital
('WACC') of Holnam Operations of 10.92%. Merrill Lynch wused EBIT multiples of
12.0x to 19.6x to calculate the present value of the terminal value of such cash
flow at year-end 2002. The EBIT multiples used by Merrill Lynch were based on a
ten year average of EBIT multiples in the cement industry and were applied to
the average projected EBIT of Holnam Operations from 1994 through 2002. After
subtracting Holnam Operations' net debt, Merrill Lynch calculated the effect of
an increase in average cement prices projected by the management of the Company
by both $1.00 and $3.00 per ton (above, for example, a projected average 1994
price of $57.82 per ton), in each «case utilizing a discount rate equivalent to
the Company's WACC. Based on this analysis, Merrill Lynch calculated an
aggregate equity reference range for Holnam Operations of $309,311,000 to
$564,509,000 (the 'Holnam Operations DCF Range').

NOL Analysis. The management of the Company provided Merrill Lynch with net
operating loss carry forward figures as of January 1, 1994 that were expected to
be available to the Company during the period of the Holnam Operations
Projections. Applying projected taxable income throughout those years, and
assuming a 40% tax rate and an effective 2% alternative minimum tax rate,
Merrill Lynch calculated the present value of the aggregate effective tax
savings to the Company throughout the projected period of $114,844,000 using a
discount rate of 10.92%, based on the Company's WACC (the 'NOL Amount'). This
calculated tax savings was then added to the Holnam Operations DCF Range.

Going Concern Value of St. Lawrence Interest. Merrill Lynch calculated an
equity value for the St. Lawrence Interest Dbased upon the present value of the
projected dividends for the St. Lawrence Interest (the 'Projected Dividends')
for the fiscal years 1994 through 2002. These projections were Jjointly prepared
by the management of St. Lawrence and Merrill Lynch and approved by the
management of Holdernam. Merrill Lynch used a discount rate of 16.4%, reflecting
St. Lawrence's cost of equity to calculate the present value of the forecasted
dividend stream. To calculate the present value of the terminal value of the
dividend stream at year-end 2002, Merrill Lynch assumed, based upon the
assessment of St. Lawrence management and Merrill Lynch that long term dividend
growth would be driven primarily by inflation, a perpetual growth rate of 4.0%
of the average of the Projected Dividends from 1994 to 2002. Based on this
analysis, Merrill Lynch calculated an equity value for the St. Lawrence Interest
of $54,180,000 (the 'St. Lawrence Going Concern Amount'). Merrill Lynch then
combined this amount with the Holnam Operations DCF Range and the NOL Amount to
arrive at an equity reference range of $3.34 to $4.52 per Holnam Share.

Discounted Cash Flow Analysis of St. Lawrence Interest. Merrill Lynch
performed a discounted cash flow analysis with respect to St. Lawrence
substantially similar to that performed on the Holnam Operations but based upon
the stream of unlevered free cash flow in the St. Lawrence Projections and using
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a discount rate equal to St. Lawrence's WACC of 11.35% and a terminal value of
14.8x Dbased on the ten year industry average EBIT. After subtracting St.
Lawrence's net debt, Merrill Lynch calculated the effect of an increase in
average cement prices projected by the management of St. Lawrence of both Can.
$1.00 and Can. $3.00 per metric ton (above, for example, a projected average
1994 price of Can. $69.37 per metric ton), in each «case utilizing a discount
rate equivalent to St. Lawrence's WACC. Based on this analysis, Merrill Lynch
calculated an equity reference range for the St. Lawrence Interest of
$162,991,000 to $207,582,000 (the 'St. Lawrence DCF Range'). Merrill Lynch then
combined this amount with the Holnam Operations DCF Range and the NOL Amount to
arrive at an equity reference range of $4.09 to $5.59 per Holnam Share.

Stock Market Analysis of St. Lawrence. Merrill Lynch determined the January
5, 1994 closing price of the St. Lawrence Shares on the Toronto stock exchange.
A percentage of this amount reflecting the St. Lawrence Interest (the 'St.
Lawrence Market Amount') was then combined with the Holnam Operations DCF Range
and the NOL Amount to arrive at an equity reference range of $4.52 to $5.70 per
Holnam Share.

Comparable Acquisition Analysis. Merrill Lynch reviewed the financial terms
of six recent acquisition transactions that it viewed as reasonably comparable
to an acquisition of Holnam Operations. The acquisitions that Merrill Lynch
deemed comparable are Holnam Inc./Midlothian,
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Medusa/Lafarge Plant, Ssangyong/Riverside, Beazer/Gifford-Hill, Lafarge/Missouri
Davenport and Cement Mexicanos/Pacific Coast (Lone Star). Due to the scarcity of
recent acquisitions involving large multiplant cement companies 1like Holnam
Operations, many of these comparable acquisitions concern the purchase of
specific production facilities.

Merrill Lynch divided the transaction value (derived by adding the purchase
price and any assumption of debt) of each comparable acquisition by the capacity
of cement production for each acquired entity, arriving at an acquisition price
per ton of cement production capacity for each acquired entity. Merrill Lynch
did not take into account cost of production in its analysis due to a lack of
reliable public information on the acquisition targets.

Merrill Lynch then multiplied Holnam Operations' cement production capacity
(excluding minority interests) Dby the high, low and mean price per ton
calculated for the comparable acquired entities, added the value of Holnam
Operations' non-cement assets and subtracted net debt. Using this analysis,
Merrill Lynch calculated an equity reference range for Holnam Operations of
$226,206,000 to $754,298,000. After adding the NOL Amount, Merrill Lynch
combined this range with the St. Lawrence Going Concern Amount, the St. Lawrence
DCF Range, and the St. Lawrence Market Amount, to arrive at equity reference
ranges of $2.76 to $6.43, $3.52 to $7.19 and $3.94 to $7.62, respectively.

Holdernam selected Merrill Lynch as 1its financial advisor because Merrill
Lynch is an internationally recognized investment banking firm engaged in the
valuation of businesses and their securities in connection with mergers and
acquisitions and for other purposes and has substantial experience in
transactions similar to the Merger. Pursuant to an engagement letter dated
December 10, 1993 with Merrill Lynch, Holdernam paid Merrill Lynch an initial
fee for its advisory services of $225,000 and becomes obligated to pay Merrill
Lynch an additional fee of $500,000 upon consummation of the Merger. In
addition, the engagement letter provides that the Company will reimburse Merrill
Lynch for its reasonable out-of-pocket expenses (including reasonable fees and
disbursements of its legal counsel) and will indemnify Merrill Lynch and certain
related persons against certain liabilities arising out of its engagement.

Merrill Lynch has in the past provided financial advisory and financing
services to Holderbank and received customary fees for rendering such services.
In the ordinary course of its business, Merrill Lynch may also actively trade in
securities of both the Company and St. Lawrence for its own account and for the
account of its customers and, accordingly, may at any time hold a long or short
position in such securities.

Neither Holcem, the Company nor, except as described herein, Holdernam has
currently or has had within the past two years or hereafter contemplates having
any material relationship with Merrill Lynch or any of its affiliates. Merrill
Lynch was a co-managing underwriter of an offering of Holderbank's Subordinated
Convertible Bonds made in July 1993 and received customary compensation in
connection therewith. Holderbank currently has no definite plans to retain
Merrill Lynch in the future.

The Fairness Opinion, as well as the Merrill Lynch presentation material
related thereto and the Goldman Sachs Presentation Material and the November 15
Presentation Material, are available for inspection and copying at the principal
executive offices of Holcem during its regular business hours by any interested
Public Stockholder or his representative who has been so designated in writing.
A copy of any of the Fairness Opinion or the Merrill Lynch presentation material
related thereto or the Goldman Sachs Presentation Material or the November 15
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Presentation Material will be transmitted by Holcem to any interested Public
Stockholder or his representative who has Dbeen so designated in writing upon
written request and at the expense of the requesting stockholder.

POTENTIAL DETRIMENTS AND ADVERSE EFFECTS OF THE MERGER

If the wvalue of the Company increases after the Merger, the Public
Stockholders will not have the opportunity to benefit from that increase. Since
the Common Stock will no longer be publicly traded after the Merger, the Company
will not have access to public U.S. capital markets wunless it elects to go
public again in the future and its financing flexibility will to some extent
thereby be reduced. However, the absence of public stockholders is not expected
to diminish the Company's opportunities to obtain private financing.
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STOCK OPTIONS AND BENEFIT PLANS

There are currently outstanding under the Holnam Inc. 1990 Stock Option
Plan (the 'Stock Option Plan') employee stock options (including related stock
appreciation rights) to purchase 623,667 shares of Common Stock. These are
comprised of options to purchase 451,667 shares at an exercise price of $7.25
per share that were granted on March 23, 1990, options to purchase 132,000
shares at an exercise price of $5.75 per share that were granted on May 16, 1991
and options to purchase 40,000 shares at an exercise price of $4.375 per share
that were granted on August 15, 1991. All such options are currently
exercisable.

Pursuant to the power granted to it under the Stock Option Plan, the Board
of Directors of the Company has amended all such options to provide that they
will terminate if not exercised by the Effective Time of the Merger. However,
with respect to any option that is not exercised prior to the Effective Time of
the Merger, Holdernam will cause the Company, upon surrender of the option
agreement, to make a cash payment to the optionee in an amount equal to the
number of shares of Common Stock covered by such option immediately prior to the
Effective Time of the Merger multiplied by the difference between the price to
be paid to the Public Stockholders 1in connection with the Merger and the
exercise price of the option. If none of such options is exercised prior to the
Effective Time of the Merger, the aggregate amount of such payments will be
$562,466.00. Funds for this purpose will be furnished by Holdernam to the
Company, in trust, for the benefit of the holders of such options on the same
terms as funds for payment to Public Stockholders are furnished to the Paying
Agent. See 'The Merger -- Payment for Shares.'

In addition to the options granted wunder the Stock Option Plan, options
held by certain former key employees of Ideal at the time of the Ideal Merger
were repriced and adjusted in connection with the Ideal Merger. These options,
which were 1issued at exercise prices of $9.50 and $11.00 (each being
considerably higher than the price per share to be paid to the Public
Stockholders 1in connection with the Merger), are essentially valueless and will
be canceled at the Effective Time of the Merger by action of the Board of
Directors of the Company.

Pursuant to the Holnam Inc. 1990 Employee Stock Purchase Plan (the 'Stock
Purchase Plan'), certain eligible employees of the Company may subscribe for
originally-issued shares of Common Stock at a purchase price of 90% of the
market price (as defined) of the Common Stock on the last business day of each
six-month purchase period. Payment of the purchase price for these shares is
made by participating employees in installments through payroll deductions. Each
of the shares of Common Stock purchased pursuant to the Stock Purchase Plan and
held by participating employees at the Effective Time of the Merger will be
converted into the right to receive $7.65 in cash. The Stock Purchase Plan will
be terminated in connection with the Merger by action of the Board of Directors
of the Company.

PAYMENT FOR SHARES

Holdernam has selected American Stock Transfer & Trust Company as paying
agent (the 'Paying Agent') to make payments for shares of Common Stock. A letter
of transmittal containing instructions with respect to the surrender of the
stock certificates is enclosed herewith. After the Effective Time of the Merger,
there will be no further transfers on the stock transfer books of the Company of
shares of Common Stock which were outstanding immediately prior to the Effective
Time of the Merger. When a certificate representing such shares is presented for
transfer, it will be canceled and a check representing the value of the Common
Stock will be issued in exchange therefor.

The conversion of the Common Stock into the right to receive cash will
occur at the Effective Time of the Merger without regard to the date or dates on
which certificates for shares of Common Stock are physically surrendered. Each
certificate representing outstanding shares of Common Stock immediately prior to
the Effective Time of the Merger (other than shares owned by Holcem) will, at
the Effective Time of the Merger, be deemed for all corporate purposes to
represent the right to receive cash in lieu of such shares of Common Stock.
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Until a certificate which formerly represented shares of Common Stock is
actually surrendered to and received by the Paying Agent, the holder thereof
will not be entitled to receive the cash
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consideration to which he is entitled. Subject to applicable law, upon such
surrender of the certificates, such payments will be remitted (without interest)
to the record holder, net of any withholding taxes that may be applicable. All
cash consideration payable to holders of record of Common Stock after the
Effective Time of the Merger will be paid by Holdernam to the Paying Agent, in
trust, for the Dbenefit of such holders. All such amounts held by the Paying
Agent which remain unclaimed at the end of one year after the Effective Time of
the Merger will be paid to the Company after which time the Company will act as
paying agent and any holder of a certificate which formerly represented Common
Stock will, subject to applicable law, be entitled to look as a general creditor
only to the Company for payment. However, neither the Company, Holdernam nor the
Paying Agent will be liable to a holder of Common Stock for any cash delivered
to a public official pursuant to applicable escheat laws.

AMENDMENT AND ABANDONMENT

The board of directors of Holcem may at any time prior to the filing of the
Certificate of Ownership and Merger with the Secretary of State of the State of
Delaware amend or supplement the Certificate of Ownership and Merger. Any
amendment or supplement to the Certificate of Ownership and Merger made prior to
such filing that is material to the Public Stockholders will be the subject of
additional disclosure material.

The ©board of directors of Holcem may also at any time prior to such filing
terminate and abandon the Merger for any reason sufficient unto itself. The
board of directors of Holcem does not currently intend to amend or supplement
the Certificate of Ownership and Merger or terminate and abandon the Merger.

SOURCE OF FUNDS; EXPENSES

Holderbank will provide the necessary funds to pay the Public Stockholders
for the shares of Common Stock held by them, to make payments with respect to
employee stock options and to pay the costs and expenses of the Merger. The
aggregate of such amounts is expected to be approximately $54,275,776 if all
stock options are exercised and no Public Stockholders perfect their dissenters'
appraisal rights and $53,713,310 if no stock options are exercised and no Public
Stockholders perfect their dissenters' appraisal rights.

Holderbank will borrow such funds under existing lines of credit which are
more than sufficient for this purpose. Holderbank will make these funds
available to Holdernam as a contribution to the capital of Holdernam.

All costs and expenses incurred by Holcem, Holdernam, Holderbank or the
Company 1in connection with the Merger, including Commission filing fees, legal
fees and expenses, accounting fees and expenses, printing expenses, investment
banker's fees and expenses and the Paying Agent's fees and expenses, will be
paid by Holdernam from such funds provided by Holderbank. Such costs and
expenses are estimated to be approximately $1,200,000 in the aggregate.

PLANS AND PROPOSALS

Following the Merger, subject to obtaining any amendments, consents or
waivers of the provisions in the Company's debt instruments that may be required
as well as to the Company's ability to provide necessary funding on acceptable
terms, the Company may amend its restated certificate of incorporation so as to
permit the redemption of 1its preferred stock before it currently becomes
redeemable, which is May 15, 1997.

THE COMPANY'S POST-MERGER CAPITAL STOCK

In the Merger, the Company's restated certificate of incorporation will be
amended to change the capital stock the Company is authorized to issue. The
number of authorized shares of Common Stock will be reduced from 200,000,000
shares to 2,000 shares, of which 1,000 will be issued to Holdernam. The number
of authorized shares of preferred stock will be reduced from 50,000,000 shares
to 2,000 shares, of which 1,034.71333 shares, having rights and preferences
equal to the rights and preferences
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(including 1liquidation and redemption value) of the 620,828 shares of Series A
Preferred Stock currently held by Holcem, will be issued to Holdernam. These
changes to the Company's capital stock are expected to reduce the annual
franchise taxes payable by the Company to the State of Delaware by up to
$149,000 and permit the Company to pay less of similar taxes to other states in
the United States where the Company is authorized to transact business.
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REPORTING REQUIREMENTS AND EXCHANGE LISTING

As a result of the Merger, the Company will have only one stockholder and
will be able and intends to terminate 1its reporting obligations under the
Securities Exchange Act of 1934, as amended (the 'Exchange Act'), and to remove
the Common Stock from listing on the NYSE.

CERTAIN FEDERAL INCOME TAX CONSEQUENCES

The following summary describes the material Federal income tax
consequences to the Public Stockholders who are citizens and residents of the
United States. It does not discuss all the tax consequences that may be relevant
to the Public Stockholders entitled to receive special treatment under the
Internal Revenue Code of 1986, as amended (such as insurance companies, foreign
persons and tax-exempt organizations), or to Public Stockholders who acquired
their shares of Common Stock pursuant to the exercise of employee stock options
or otherwise as compensation.

Under present law, the Merger of Holcem with and into the Company will be
treated for Federal income tax purposes as a taxable purchase by Holdernam of
the Company's stock from the Public Stockholders.

Gain or loss will be recognized by the Public Stockholders wupon their
receipt of <cash in exchange for their Common Stock equal to the difference
between the <cash received and the Public Stockholders' basis in the stock
exchanged. Such gain or loss will be characterized as capital gain or loss to a
Public Stockholder if the Common Stock being exchanged was a capital asset in
the hands of such Public Stockholder, and will be long-term capital gain or loss
if such stock was held by such Public Stockholder for a period of more than one
year.

The Merger will not give rise to any taxable gain or loss for Federal
income tax purposes to the Company, Holdernam, Holderbank or Holcem.

A ruling has not been requested from the Internal Revenue Service (the
'IRS') with regard to any of the Federal income tax consequences of the Merger
and the statements as to the Federal 1income tax consequences of the Merger set
forth above will not be binding on the IRS.

THE FOREGOING IS ONLY A GENERAL DESCRIPTION OF THE MATERIAL FEDERAL INCOME
TAX CONSEQUENCES OF THE MERGER WITHOUT REGARD TO THE PARTICULAR FACTS AND
CIRCUMSTANCES OF EACH PUBLIC STOCKHOLDER'S TAX SITUATION. PUBLIC STOCKHOLDERS OF
THE COMPANY ARE URGED TO CONSULT THEIR OWN TAX ADVISORS AS TO THE FEDERAL INCOME
TAX CONSEQUENCES OF THE MERGER TO THEM, AND ALSO AS TO ANY STATE, LOCAL, FOREIGN
OR OTHER TAX CONSEQUENCES.

APPRAISAL RIGHTS

THE FOLLOWING SUMMARY OF THE RIGHTS OF THE PUBLIC STOCKHOLDERS SEEKING
APPRAISAL UNDER SECTION 262 OF THE DGCL DOES NOT PURPORT TO BE A COMPLETE
STATEMENT THEREOF AND IS QUALIFIED 1IN ITS ENTIRETY BY REFERENCE TO THE
APPLICABLE STATUTORY PROVISIONS OF THE DGCL, WHICH ARE ATTACHED TO THIS
DISCLOSURE STATEMENT AND NOTICE AS ANNEX E.

If the Merger is consummated, a holder of record of Common Stock at the
Effective Time of the Merger who has followed the procedures set forth under
Section 262 of the DGCL ('Section 262') will be entitled to have any or all of
his shares of Common Stock appraised by the Delaware Court of Chancery under
Section 262. Section 262 represents the exclusive statutory remedy available
under Delaware law to holders of Common Stock who elect to seek appraisal of the
fair value of their shares. Persons who are beneficial owners of Common Stock
but whose shares are held of record by another
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person, such as a Dbroker, bank or nominee, should timely instruct the record
holder to follow the procedure outlined below if such persons wish to seek
appraisal with respect to any or all of their shares. Failure to take any
necessary step may result in a termination or waiver of appraisal rights under
Section 262.

A  holder of record of Common Stock electing to exercise appraisal rights
under Section 262 must deliver a written demand for appraisal of his Common
Stock to the Company prior to February 17, 1994, the proposed Effective Time of
the Merger. The written demand must be mailed or delivered to the Company at
6211 North Ann Arbor Road, Dundee, Michigan 48131, Attention: Robert J. Moir,
Esg. Such written demand must reasonably inform the Company of the identity of
the stockholder of record and that such stockholder intends thereby to demand
the appraisal of his shares of Common Stock.

Only the holder of record of Common Stock is entitled to seek appraisal of
the fair value for the shares registered in such holder's name. The demand for
appraisal must be executed by or for the holder of record, fully and correctly,
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as such holder's name appears on the holder's stock certificates. If the stock
is owned of record in a fiduciary capacity, such as by a trustee, guardian or
custodian, the demand should be made in that capacity, and if the stock is owned
of record by more than one person, as 1in a joint tenancy or tenancy in common,
the demand should be made by or for all owners of record. An authorized agent,
including one of two or more joint owners, may execute the demand for appraisal
for a holder of record; however, such agent must identify the record owner or
owners and expressly state, in such demand, that the agent is acting as agent
for the record owner or owners of such shares.

A record holder, such as a broker, who holds Common Stock as a nominee for
beneficial owners, some of whom desire to demand appraisal, must exercise
appraisal rights on behalf of such beneficial owners with respect to the shares
held for such beneficial owners. In such case, the written demand should set
forth the number of shares of Common Stock covered thereby. Otherwise, such
demand will be presumed to cover all shares held in the name of such record
owner.

Within 120 days after the Effective Time of the Merger, the Company or any
Public Stockholder who has complied with the applicable provisions of Section
262 and who 1is otherwise entitled to appraisal rights under Section 262, may
file a petition in the Delaware Court of Chancery demanding a determination of
the value of the Common Stock of all the Public Stockholders seeking appraisal.
Public Stockholders seeking to exercise appraisal rights should not assume that
the Company will file a petition with respect to the appraisal of the fair value
of the shares of Common Stock of such stockholders or that the Company will
initiate any negotiations with respect to the fair value of such shares.
Accordingly, Public Stockholders should initiate all necessary action with
respect to the perfection of their appraisal rights within the time periods and
in the manner prescribed in Section 262.

Within 120 days after the Effective Time of the Merger, any Public
Stockholder who has complied with the above-described provisions of Section 262
is entitled, wupon written request, to receive from the Company a statement
setting forth the aggregate number of shares of Common Stock with respect to
which demands for appraisal have been received by the Company and the aggregate
number of holders of such shares. Such written statement must be mailed to the
stockholder within ten days after his written request therefor has been received
by the Company or within ten days after the Effective Time of the Merger,
whichever is later.

If such petition for a determination of the value of the shares of Common
Stock of Public Stockholders entitled to appraisal rights is timely filed as
discussed above, after a hearing on such petition, the Delaware Court of
Chancery will determine the Public Stockholders entitled to appraisal rights and
will appraise the shares of Common Stock owned by such stockholders, determining
the fair value of such shares exclusive of any element of value arising from the
accomplishment or expectation of the Merger, together with a fair rate of
interest, if any, to be paid on the amount determined to be the fair value. In
determining fair value, the Delaware Court of Chancery is to take into account
all relevant factors. Upon application of a Public Stockholder, the Delaware
Court of Chancery may order that all or a portion of the expenses incurred by
any Public Stockholder in connection with the appraisal proceeding, including,
without limitation, reasonable attorneys' fees and the fees and expenses of
experts wutilized in the appraisal proceeding, be charged pro rata against the
value of all shares of Common Stock entitled to appraisal.
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Any Public Stockholder who has duly demanded appraisal in compliance with
Section 262 will not, after the Effective Time of the Merger, be entitled to
vote the shares of Common Stock subject to such demand for any purpose or to
receive payment of dividends or other distributions on such shares, except for
dividends or other distributions payable to Public Stockholders of record as of
a day prior to the Effective Time of the Merger.

A  Public Stockholder will effectively lose his right to appraisal if no
petition for appraisal is filed in the Delaware Court of Chancery within 120
days after the Effective Time of the Merger. A Public Stockholder may withdraw
his demand for appraisal within 60 days after the Effective Time of the Merger
by delivering to the Company a written withdrawal of such stockholder's demand
for an appraisal and an acceptance of the Merger, and may withdraw such demand
for appraisal thereafter with the written approval of the Company.

In the event an appraisal proceeding 1is properly instituted, such
proceeding may not be dismissed as to any Public Stockholder who has established
his right of appraisal under the provisions of Section 262 without the approval
of the Delaware Court of Chancery, and any such approval may be conditioned upon
such terms as the Court of Chancery deems just.

FAILURE TO TAKE ANY REQUIRED STEP IN CONNECTION WITH THE EXERCISE OF
APPRAISAL RIGHTS MAY RESULT IN THE TERMINATION OF SUCH RIGHTS. IN VIEW OF THE
COMPLEXITY OF THESE PROVISIONS OF THE DGCL, PUBLIC STOCKHOLDERS WHO ARE
CONSIDERING EXERCISING THEIR RIGHTS UNDER SECTION 262 SHOULD CONSULT THEIR LEGAL
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ADVISORS.

This Disclosure Statement also constitutes notice by the Company to the
Public Stockholders pursuant to Section 262(d) (2) that appraisal rights are
available for any or all of the shares of Common Stock owned by them.

STOCKHOLDERS' LITIGATION

On January 14, 1994, the Company and Holdernam, together with the directors
of the Company, were served with two substantially similar complaints,
purportedly brought as class actions by alleged Public Stockholders of the
Company on behalf of themselves and all other stockholders except for those
'related to or affiliated with' any defendant. Schulman v. Holnam Inc. and
Holdernam Inc., et al., C.A. No. 13336 (Del. Ch. filed Jan. 13, 1994); and
Hartman v. Holnam Inc. and Holdernam Inc., et al., C.A. No. 13324 (Del. Ch.
filed Jan. 10, 1994). Both complaints allege Dbreaches of fiduciary duty and
conflicts of interest under Delaware law as well as failure to disclose material
non-public information as to the value of the Common Stock. Each complaint prays
for preliminary as well as permanent injunctive relief and, in the event the
Merger 1is consummated, recision plus the award of rescissory damages. Though
defendants have not yet been served with any additional complaints, counsel for
plaintiffs as well as the court clerk's office in Delaware have advised counsel
for defendants that at least two more substantially similar complaints have been
filed, but not yet served, and defendants' counsel further believe that a third
such additional complaint is soon to be filed.

Counsel for defendants and representatives of counsel for each plaintiff
have conferred and agreed to propose to the Delaware Court consolidation for
purposes of discovery as well as trial of all such substantially similar
proceedings. In addition, on January 19, 1994, defendants' counsel was served
with an Amended Class Action Complaint which the parties will propose to the
court as the Consolidated Complaint (a copy of which is available to any Public
Stockholder upon written request to Holcem) .

Named as defendants in the Amended Class Action Complaint are the Company,
Holcem and Holdernam, as well as three individuals, Peter Byland and Max
Amstutz, directors of each of the three corporate defendants and Anton E.
Schrafl, a director of the Company as well as a member of the special committee
of the Holderbank Board that approved the price of $7.65 as fair value to the
Public Stockholders. The Amended Class Action Complaint alleges that 'the
proposed merger is in furtherance of a fraudulent plan to take Holnam private,
violates the fiduciary duties to the Holnam minority, and has been timed and
structured unfairly in that'

-- Members of the Class would be eliminated as Public Stockholders at a
price per share which defendants knew or know is unfair and inadequate;
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-- Holderbank and Holcem, aided and abetted by the individual defendants,
have structured and timed the transaction in an unfair manner and have
engaged in unfair dealing;

-- Holdernam and Holcem have unique knowledge of the Company and have
access to information denied or wunavailable to the Class. Without all
material information, Class members are unable to determine whether the
price offered in the transaction is fair or whether they should seek
appraisal; and

-- Finally, defendants control the Company and it is unfair as well as a
violation of their fiduciary duties to consummate the Merger without
first obtaining the recommendation and input by a truly independent
representative of the Public Stockholders or otherwise ensuring a fair
price is offered.

By way of relief, the Amended Complaint seeks preliminary and permanent
injunctive relief against consummation of the Merger. Further, in the event the
Merger is consummated, the Amended Complaint prays for rescission of the Merger
and rescissory damages. Counsel for defendants believe the Amended Complaint to
be without merit and each defendant intends to contest its various claims.

Finally, counsel for defendants and counsel for plaintiffs intend to
cooperate 1in endeavoring to agree upon a schedule for expedited discovery to
enable a hearing on any motion for preliminary relief that plaintiffs may decide
to press in advance of February 17, 1994, the date the Merger is now scheduled
to take place.

-23-

MARKET INFORMATION AND DIVIDEND POLICY
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The Common Stock is listed on the NYSE under the symbol HLN. The trading of
such stock began on March 9, 1990.

The following table sets forth for the period indicated the quarterly high
and low sales prices of the Common Stock for 1993 and 1992 as reported on the
NYSE composite transactions tape:

<TABLE>
<CAPTION>
1993 SALES PRICES 1992 SALES PRICES

HIGH LOW HIGH
<S> <C> <C> <C>
FirSt QUL O e vt ittt e e e e e e e e e e e e et et e e et e e e S 3.875 $ 2.875 S 5.00
LYol o) oo B L F= s o 5.625 2.875 4.25
Third QUarter . . it i i i it ittt ettt 5.50 4.125 3.375
Fourth QUarter. .. ..ttt i i i ittt it et 7.375 4.625 4.25
<CAPTION>

LOW
<S> <C>
Flrst QUAT LT e i i ittt et e et e e e e e ettt ettt ettt e e e eeeeeeeeeeeeeean s 3.75
Second QUATEET . v ittt ittt it it i it e e e e e 2.875
Third QUAaTLer . . ittt i i i it ittt e et 2.875
Fourth QUarter. ...ttt ittt ittt ittt e e 2.625
</TABLE>

The closing sales price for the Common Stock on the NYSE on January 6,
1994, the last trading day before the public announcement of the Merger, was
$6.75.

HOLDERS

The approximate number of record holders of the Common Stock as of January
6, 1994 was 6,260.

DIVIDENDS

The Company has paid no dividends on its Common Stock during the past two
fiscal years. Certain of the Company's debt instruments presently 1limit the
Company's ability to pay dividends on the Common Stock. The most restrictive
such 1limit provides that the Company may declare and pay cash dividends on the
Common Stock up to a maximum of $15,000,000 in any fiscal year if the ratio of
earnings Dbefore interest, taxes, depreciation and amortization (excluding St.
Lawrence) to interest expense (excluding St. Lawrence) is 3.00 or greater. Under
this limit, the Company was not permitted to pay cash dividends with respect to
1992 and is not expected to be permitted to pay cash dividends with respect to
1993. Payment of dividends is otherwise within the discretion of the Company's
Board of Directors and will depend on the earnings, capital requirements and
operating and financial condition of the Company, among other factors.

RATIO OF EARNINGS TO FIXED CHARGES

For the purpose of calculating the ratio of earnings to fixed charges,
earnings consist of the amount of fixed charges plus earnings before income
taxes and extraordinary items. Fixed charges consist of interest and the portion
of rent deemed representative of the interest factor. For the vyears ended
December 31, 1991 and 1992 and the nine months ended September 30, 1993,
earnings as defined were less than fixed charges by approximately $115,570,000,
$66,112,000 and $3,073,000, respectively.

BOOK VALUE PER SHARE

The Company's book value per share as of December 31, 1992 was $3.23 and as
of September 30, 1993 was $2.69.

PRINCIPAL AND MANAGEMENT STOCKHOLDINGS
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
The following table sets forth information concerning persons or groups who

are known to be the beneficial owners of more than 5% of the Common Stock as of
January 7, 1994.
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<CAPTION>
NUMBER OF SHARES
OF COMMON STOCK PERCENT OF
NAMES AND ADDRESS OF BENEFICIAL OWNERS (1) BENEFICIALLY OWNED COMMON STOCK
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<S> <C> <C>
Holcem Inc. 128,491,701 (2) 94.9%
6211 North Ann Arbor Road
Dundee, Michigan 48131
Holdernam Inc. 128,491,701 (2) 94.9%
6211 North Ann Arbor Road
Dundee, Michigan 48131

'"Holderbank' Financiere Glaris Ltd. 128,491,701 (2) 94.9%
Insel 14
CH-8750 Glaris
Switzerland

Thomas Schmidheiny 128,491,701 (2) 94.9%

Zuercherstrasse 170

CH-8645 Jona

Switzerland
</TABLE>

(1) As used in this table, 'beneficial ownership' means the sole or shared power
to vote, or to direct the voting of, a security, or the sole or shared
investment power with respect to a security (i.e., the power to dispose of,
or to direct the disposition of, a security). In addition, for purposes of
this table, a person is deemed, as of any date, to have 'beneficial
ownership' of any security that such person has the right to acquire within
60 days after such date.

(2) Holcem is a wholly-owned subsidiary of Holdernam. Holdernam 1is a
wholly-owned subsidiary of Holderbank. Holderbank has presently issued and
outstanding 14,100,000 shares of voting stock. Of these, 10,100,000 are
registered shares and 4,000,000 non-registered or bearer shares. Holders of
bearer shares are not generally known by Holderbank. However, holders of
registered shares can be identified. Based on the share register, Swiss
entities controlled by Mr. Thomas Schmidheiny and Societe Suisse de Ciment
Portland S.A., a publicly -- held Swiss corporation ('SSCP'), are the sole
holders of registered shares corresponding to more than 5% of the voting
stock of Holderbank. Through various Swiss entities, legally or
beneficially, directly or indirectly, Mr. Thomas Schmidheiny holds
approximately 48% of Holderbank's voting stock and SSCP holds approximately
9% of Holderbank's voting stock. Mr. Schmidheiny is also a director of SSCP.
SSCP's address is 23, Faubourg de l'hopital, 2000 Neuchatel, Switzerland.
Messrs. Amstutz, Byland and Schrafl, directors of the Company, are directors
or officers of Holcem, Holdernam and/or Holderbank.

SECURITY OWNERSHIP OF MANAGEMENT

Shares of Common Stock beneficially owned as of January 7, 1994 by each
director of the Company, by each named executive officer and by all current
directors and executive officers of the Company as a group are set forth in the
following table. This table is based on information furnished to the Company by
such persons and statements filed with the Commission.
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<TABLE>
<CAPTION>
NUMBER OF SHARES OF
COMMON STOCK PERCENT OF
BENEFICIALLY OWNED¥* COMMON STOCK

<S> <C> <C>
Max D. Amstutz 0(1) (2) 0
Robert A. Bicks 500 o
Robert F. Boyd 32,000 xx
Peter Byland 250(1) (2) X
Thomas L. Cassidy 4,000 K
Frank J. DeWitt 0 0
Jack Edwards 250 *x
Herbert C. Pinder 2,000 *x
Anton E. Schrafl 250(1) (2) * %
Samuel K. Scovil 3,000 *
George B. Weathersby 500 ol
Paul A. Yhouse 21,761 o
David A. Smith 57,631 *x
R. Michael Johnson 23,000 K
Robert J. Moir 55,148 KK
All directors and executive officers as a group

(24 persons) 321,967 (3) *x
</TABLE>
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* Includes shares subject to options which are exercisable any time within 60
days of January 6, 1994.

** Less than 1% of the Common Stock.

(1) Does not include 128,491,701 shares of Common Stock owned by Holcem. Messrs.
Amstutz, Byland and Schrafl are directors or officers of Holderbank,
Holdernam and/or Holcem.

(2) Does not include 10,498,748 Class A subordinate shares and 15,252,848 Class
B shares of St. Lawrence stock. Messrs. Amstutz, Byland, DeWitt, Schrafl and
Yhouse are directors or officers of Holderbank, Holdernam, Holcem and/or St.
Lawrence.

(3) Includes 197,000 shares of Common Stock which are subject to outstanding
options under the Holnam Inc. 1990 Stock Option Plan and 33,887 shares of
Common Stock which are subject to options previously issued under the Ideal
Basic Industries, Inc. 1981 Stock Option Plan for Key Employees. See 'The
Merger -- Stock Options and Benefit Plans.'

SECURITY OWNERSHIP OF DIRECTORS AND EXECUTIVE OFFICERS OF HOLDERBANK, HOLDERNAM
AND HOLCEM

Except for Peter Byland and Anton E. Schrafl, who are directors of the
Company and who own 250 shares of Common Stock each, none of the directors and
executive officers of Holderbank, Holdernam and Holcem has any interest in the
Common Stock or other securities of the Company or other involvement with the
Company except through his positions with Holderbank, Holdernam and/or Holcem.
See Note (2) under 'Principal and Management Stockholdings -- Security Ownership
of Certain Beneficial Owners' and 'Principal and Management
Stockholdings -- Security Ownership of Management.'

ADDITIONAL AVAILABLE INFORMATION

The Company is currently subject to the informational requirements of the
Exchange Act, and in accordance therewith files reports, proxy statements and
other information with the Commission (although the Company will be able and
intends to terminate its reporting obligations under the Exchange Act promptly
after the Effective Time of the Merger). Such reports, proxy statements and
other information can be inspected and copied at the public reference facilities
maintained by the Commission at 450 Fifth Street, N.W., Washington, D.C. 20549,
and at the Commission's Regional Offices at 7 World Trade Center, New York, New
York 10048 and Citicorp Center, 500 West Madison, Suite 1400, Chicago, Illinois
60621-2511. Copies of such material can be obtained from the Public Reference
Section of the Commission at 450 Fifth Street, N.W., Washington, D.C. 20549 at
prescribed
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rates. In addition, copies of such reports, proxy statements and other
information concerning the Company may also be inspected and copied at the
library of the New York Stock Exchange at 20 Broad Street, New York, New York
10005.

In addition, Holderbank, Holdernam and Holcem have filed with the
Commission a Rule 13e-3 Transaction Statement (the 'Schedule 13E-3') furnishing
certain additional information with respect to the transaction described herein.
The Schedule 13E-3 and all amendments thereto, including exhibits, can be
inspected and copied at the public reference facilities maintained by Commission
set forth above.
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HOLNAM INC. AND SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS

<TABLE>
<CAPTION>

CONSOLIDATED FINANCIAL STATEMENTS

<S>
Report of Independent Public Accountants -- Arthur Andersen & CO.....ii ittt iiinninenennennns
Auditors' Report -- Peat Marwick Thorne. ... ..ttt i ittt ittt e ittt

Consolidated Balance Sheets as of December 31, 1992 and 1991. ... ...ttt innennnns
Consolidated Statements of Income for the years ended December 31, 1992, 1991 and 1990
Consolidated Statements of Changes in Stockholders' Equity for the years ended December 31,

S
Consolidated Statements of Cash Flows for the years ended December 31, 1992, 1991 and 1990.................
Notes to Consolidated Financial Statements —-- Notes 1 through 18. ... ... ..ttt ittt nneenneenns
Schedule II -- Amounts Receivable from Related Parties and Underwriters, Promoters and Employees other than
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Related Parties for the years ended December 31, 1992, 1991 and 1990 .. ...ttt tntneeeeneeenannnnnn

Schedule V -- Property, Plant and Equipment for the years ended December 31, 1992, 1991 and 1990...........
Schedule VI -- Accumulated Depreciation and Depletion of Property, Plant and Equipment for the years ended
December 31, 1992, 1991 and 1900 . .« ittt it ettt ettt eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnn
Schedule VIII -- Valuation and Qualifying Accounts for the years ended December 31, 1992, 1991 and 1990....
Schedule IX -- Short Term Borrowings for the years ended December 31, 1992, 1991 and 1990..................
Schedule X -- Supplementary Income Statement Information for the years ended December 31, 1992, 1991 and
S

INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
Condensed Consolidated Statements of Operations for the third quarter and nine months ended September 30,
1993 and 1992 (UNAUALIted) v v vttt ittt it ittt et ettt et e e e e et e e e e
Condensed Consolidated Balance Sheets as of September 30, 1993 (unaudited), December 31, 1992 and September
30, 1992 (UNAUAILEA) v it i ittt et et e et e et ettt e e e et ettt e eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennn
Condensed Consolidated Statements of Cash Flows for the nine months ended September 30, 1993 and 1992
[0 8 o =R L i Yo ) Y
Notes to Condensed Consolidated Financial Statements -- Notes 1 through 7........ ..ttt
</TABLE>

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Holnam Inc.:

We have audited the accompanying consolidated balance sheets of HOLNAM INC.
(a Delaware corporation) AND SUBSIDIARIES as of December 31, 1992 and 1991, and

the related consolidated statements of income, stockholders' equity and cash
flows for each of the three years in the period ended December 31, 1992. These
financial statements are the responsibility of Holnam's management. Our

responsibility 1is to express an opinion on these financial statements based on
our audits. We did not audit the financial statements of St. Lawrence Cement
Inc., which statements reflect assets constituting 43% and 42% of the
consolidated totals as of December 31, 1992 and 1991, respectively, and revenues
constituting 42%, 47% and 52% of the consolidated totals for the years ended
December 31, 1992, 1991 and 1990, «respectively. Those statements, prior to
reflecting certain adjustments to conform and translate such statements to U.S.
generally accepted accounting principles using U.S. dollars, were audited by
other auditors whose reports have been furnished to us, and our opinion, insofar
as it relates to the amounts included for that entity, is based solely upon the
reports of the other auditors.

We conducted our audits 1in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.
We Dbelieve that our audits and the reports of other auditors provide a
reasonable basis for our opinion.

In our opinion, based on our audits and the reports of other auditors, the
financial statements referred to above present fairly, in all material respects,
the financial position of Holnam Inc. and subsidiaries as of December 31, 1992
and 1991, and the results of their operations and their cash flows for each of
the three vyears in the period ended December 31, 1992, in conformity with
generally accepted accounting principles.

Our audits were made for the purpose of forming an opinion on the basic
consolidated financial statements taken as a whole. The schedules listed in the
accompanying index are the responsibility of Holnam's management and are
presented for purposes of complying with the Securities and Exchange
Commission's rules and are not part of the Dbasic consolidated financial
statements. These schedules have been subjected to the auditing procedures
applied in our audits of the basic consolidated financial statements and, in our
opinion, based on our audits and the reports of other auditors, fairly state, in
all material respects, the financial data required to Dbe set forth therein in
relation to the basic consolidated financial statements taken as a whole.

ARTHUR ANDERSEN & CO.

Detroit, Michigan,
February 19, 1993.

AUDITORS' REPORT

To the Shareholders of
ST. LAWRENCE CEMENT INC.

We have audited the consolidated balance sheets of St. Lawrence Cement Inc.
as at December 31, 1992 and 1991 and the consolidated statements of operations,
retained earnings and changes in financial position for the years ended December
31, 1992, 1991 and 1990. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.
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We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in
all material respects, the financial position of the Company as at December 31,
1992 and 1991 and the results of its operations and the changes in its financial
position for the years ended December 31, 1992, 1991 and 1990 in accordance with
Canadian generally accepted accounting principles.

PEAT MARWICK THORNE
Chartered Accountants

Montreal, Canada
February 3, 1993

HOLNAM INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 1992 AND 1991

<TABLE>
<CAPTION>

<S>
ASSETS
Current Assets:
Cash and cash equivalents. . ...ttt ittt ittt ittt e
Receivables, less allowances of $13,749 in 1992 and $14,058 in 1991........
Inventories and supplies (NOte 5) ..ttt ittt ittt
Prepaid expenses and Other. ... ..ttt ittt ittt ittt

Total CUrrent @SSelsS ...ttt it i it ittt iiiia i
Property, Plant and Equipment, net (Notes 6 and 9) .......iuiiiiininnenenennnnnn.
Cost in excess of net assets acquired (Note 3) ...ttt inennennn
Other assets (Notes 7, 8 and L11) ...ttt ineinenneineeneneinnenennnn

B = B = B = = Y

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Notes payable (NOote 9) ..ttt ittt ittt ittt ittt e
Current portion of long-term debt (Note 9) ......iiiiii it
Accounts payable (NOLe L12) ittt ittt ittt ittt ittt tnteeenineneenenens
Accrued liabilities. ... e e i e e
Accrued COmMPENSaTiom. c vttt ittt it ettt et ettt ettt teee e et
Accrued Interest ... ittt i i i i e e i e e e
Accrued restructuring costs (NOote 4) ...ttt ittt ittt ittt et eeeeaeanns

Total current liabilities......o.iiiiiiiii ittt ittt
Long-term debt (Notes 9 and 12) ... ..ttt ittt ittt ittt enennennn
Other liabilities (Notes 4, 11 and 13) ...ttt ittt ininnenennnn
Deferred income taxes (NOte 10) ..ttt ittt ittt ittt ineininennenenns
Minority equUity (NOte B) ittt ittt et ettt et e e ettt et e et aee e eeeaeaeeeaas

Commitments and contingencies (Notes 13 and 14)
Stockholders' equity:
Preferred stock, $.10 par value, 50,000,000 shares authorized, none
== Lo
Common stock, $.01 par value, 200,000,000 shares authorized, 134,971,136
and 134,850,035 shares issued and outstanding in 1992 and 1991,
et Y] 1Y o e R N
Additional paidin capital. ...ttt ittt e e e e et e
Retained earnings (deficit) (NOte ) c ittt ittt ittt ittt eeeeeeeeenn
Cumulative translation adjustment........ ...ttt enneenneeenns

Total stockholders' equUity. ... vttt ittt ittt iininenenas

Total liabilities and stockholders' equity......oiiiiiiiiiiiiininnn.
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(000'S OMITTED, EXCEPT SHARE

AMOUNTS)
<C>

$ 7,527
178,540
177,875

5,271

$ 3,000

1,350
457,156

(23,390)
360

<C>

$ 12,155
182,828
199,524

11,702

1,349
456,810
5,182
17,867

$1,456,589
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</TABLE>

The accompanying Notes to Consolidated Financial Statements are an integral part
of these statements.

F-4
HOLNAM INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
FOR THE THREE YEARS ENDED DECEMBER 31, 1992

<TABLE>
<CAPTION>
1992 1991 1990
(000'S OMITTED, EXCEPT PER SHARE
AMOUNTS)
<S> <C> <C> <C>
L A= = T = $946,176 $979,297 $1,074,579
COSt OFf SALES . ittt it i i et et e e e e 836,066 857,520 912,771
Selling, general and administrative EXPENSES........iieieennenennnn. 109,789 119,997 116,392
Unusual charges (NOte 4) ..ttt ittt ettt ittt e eeeaeenannn 11,037 61,672 -=
Income (loss) from operations.........iuiiiiii i (10,716) (59,892) 45,416
Interest expense, net (Note 9) ...ttt ittt ittt 51,808 56,534 58,942
Other (INCOME) EXPENSE . . vttt ittt ittt ittt ittt eneeeenenenens 4,469 (4,416) (3,103)
Income (loss) before income taxes and minority equity in net
INCOME (108 S) vttt ittt ettt ettt ettt eeeeeeaeeeeeeeeneeeneaannnnn (66,993) (112,010) (10,423
Income tax provision (Credit) (Note 10) ...t iniiitninieeeeeneennnnn (23,657) (13,794) 6,168
Minority equity in net income (loss) (Note 3) ... iiiiiiiiiiiiennnn. (14,764) (3,162) 8,525
Net INCOME (LOSS) vttt ittt ittt ettt ettt ettt ettt ettt eeenaeenn $(28,572) $(95,054) S (25,116
Net income (loSS) Per Share. .. ...ttt ittt ittt ittt ettt S (.21) S (.71) $ (.22)
</TABLE>
The accompanying Notes to Consolidated Financial Statements are an integral part
of these statements.
F-5
HOLNAM INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE THREE YEARS ENDED DECEMBER 31, 1992
<TABLE>
<CAPTION>
COMMON STOCK
ADDITIONAL RETAINED CUMULATIVE
PAR PAID-IN EARNINGS TRANSLATION
SHARES VALUE CAPITAL (DEFICIT) ADJUSTMENT
(000'S OMITTED, EXCEPT PER SHARE AMOUNTS)
<S> <C> <C> <C> <C> <C>
Balance, December 31, 1989...........0uiiinnn.. 98,103,460 s -- $249,625 $ 125,352 $16,650
Add (deduct) -
LS oA o 1= = . - -— - (25,116) -
Translation of foreign currency
financial statements................ -= -- -= -= 390
Issuances of common stock (Notes 3 and
) 36,659,714 --= 208,147 - --
Conversion from no par to $.01 par of
COMMON StOCK. vttt ittt et e eeeeeeenns -— 1,348 (1,348) -- -= -
Balance, December 31, 1990.........000iiuiinnnn.. 134,763,174 1,348 456,424 100,236 17,040
Add (deduct) -
Net 10SS . eeeeeeeeeeeeeeeeeeaennns - e — (95,054) —
Translation of foreign currency
financial statements................ - - - -= 827
Issuances of common stock (Note 15)... 86,861 1 386 -= -
Balance, December 31, 1991..........00iuiuunenenn. 134,850,035 1,349 456,810 5,182 17,867
Add (deduct) -
Net 10SS . ettt ettt - -= - (28,572) -—
Translation of foreign currency
financial statements................ - - - - (17,507)
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<C>
$391,627

(25,116)
390
208,147
575,048
(95,054)

827
387

481,208
(28,572)

(17,507)
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Issuances of common stock (Note 15)...

121,101 1

Balance, December 31, 1992......... .00t iiiiuennn.

</TABLE>

The accompanying Notes to Consolidated Financial Statements are an integral part

of these statements.
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HOLNAM INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE YEARS ENDED DECEMBER 31, 1992

<TABLE>
<CAPTION>

<S>
Cash flows from operating activities:
NEL 1NCOME (LOSS) vttt ittt ettt e ettt eeeeeeeeeeeeeeeeeeeeeeeeeeeeeens
Adjustments to reconcile net income (loss) to net cash provided by
operating activities (net of effects of acquisitions) -
Unusual charges (Note 4) ...ttt ittt ittt eeneeens
Depreciation, depletion and amortization.............. ... ..
Net gain on dispositions of property, plant and equipment.........
Deferred INCOME LaAXES. ..ttt ittt it ittt ittt in e eneenennens
Minority interest in net income
Change in -
Recedvables . vt i i i i e e e e
Inventories and suppPlies. ... ...ttt ittt ittt
Prepaid expenses and other........ .. ...
Accounts payable and accrued liabilities............ooiiionn
Other assets and other liabilities........... ... i
Cash provided by operating activities...................
Cash flows from investing activities:
Proceeds from sales Of assets......uiiiiiiiiii it it
Capital expenditures (including capitalized interest of $1,562 in
1991 and $1,559 2n 1990) vttt ittt it it e e e e e
Advances to BoxCrow (Note 8) ...ttt nenennennnn
Acquisitions of subsidiaries and investments in unconsolidated
entities (Note 3) ..t i i i et it i e
Other investing activities. .. ...ttt ittt ittt e

Cash used for investing activities..........c.oiiiienn...
Cash flows from financing activities:
Issuance O0f CommMON STOCK. ..ttt ittt ittt it ittt it it
Proceeds from short-term borrowings,

Repayment of long-term borrowings.............c.iiiiiiiiiiininenn.
Proceeds from long-term bOorrowings...........c.oiiiiiiiiniiiinnnann

Cash provided by financing activities.........ceueiiiinnnan..
Net increase (decrease) in cash and cash equivalents.........
Cash and cash equivalents, beginning of year...........iiiiiiiiiinn..

Cash and cash equivalents, end Of year......ciuiu ittt iiiiinnennnn

Supplemental disclosures of cash flow information:
Interest Padd. ...ttt e e e e e e e e e e e e

Income taxes paid, net of refunds in 1991......... ... ...

Supplemental disclosure of noncash investing and financing activities:
In 1990, Holnam issued approximately 14.4 million common shares in
a noncash transaction (see Note 3)
In 1992, St. Lawrence issued preferred stock in a noncash
transaction (see Note 3)
</TABLE>

(000'S OMITTED,

<C>
$(28,572)
11,037
79,918
(2,256)
(11, 945)
(16,598)
(3,433)
13,356
3,666
(2,503)
(12,110)

15,529

(47,753)

(221,993)

3,968
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EXCEPT
AMOUNTS)
<C>

$(95,054)

61,672

82,157
(917)
(19,554)
(8,154)

17,754

(1,955)
613

(2,943)
3,828

4,005

(54,178)
(8,026)

(45,090)
(986)

387

(263,026)
332,097
1,936

PER SHARE
<C>

$(25,116)

76,792

(1,003)
659

(2,081)

9,251
(19,033)

3,752
(17,113)
(10, 901)

3,385

(94,410)
(4,500)

(114,038)
7,643

100,147

(347, 656)
411,547
1,146
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The accompanying Notes to Consolidated Financial Statements are an integral part
of these statements.

F-8

HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) BACKGROUND

Holnam Inc. and its subsidiaries (Holnam) are involved in the production
and sale of cement and certain related products. As of December 31, 1992,
approximately 95.2% of the outstanding shares of common stock were owned by
Holdernam Inc. (Holdernam). Holdernam, in turn, is a wholly-owned subsidiary of
'Holderbank' Financiere Glaris, Ltd. (Holderbank), a publicly-traded Swiss
corporation.

Most of Holnam's sources of financing are supported by Holderbank letters
of comfort. In view of Holnam's current financial circumstances, Holnam's
ongoing ability to ©borrow from these sources is dependent on Holderbank's
continuance of such support and the lenders' acceptance of these letters of
comfort. Without such support, Holnam's existing sources of financing would be
in Jjeopardy and its ability to secure other sources of financing cannot be
assured.

Throughout the reporting period, Holnam has held an approximate 60%
interest (59% at December 31, 1992) in St. Lawrence Cement, Inc. (St. Lawrence),
a publicly-traded Canadian corporation. In addition, throughout the reporting
period, Holnam has held interests in Dundee Cement Company (Dundee) and Ideal
Basic Industries (Ideal). As of January 1, 1990, Holnam owned 100% of Dundee and
67.4% of Ideal. During 1990 the 32.6% minority interest in Ideal was acquired by
Holnam; Dundee and Ideal were then merged with and into Holnam (see Note 3).

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Holnam and
its subsidiaries. All significant intercompany accounts and transactions have
been eliminated.

REVENUE RECOGNITION

Revenue from the sale of cement and related products is recorded at the
time of passage of title, which generally is when the products are shipped.

INVENTORIES AND SUPPLIES

Production inventories are valued at the lower of average cost or market.
Cost 1includes material, labor and manufacturing overhead. Supplies and spare
parts are inventoried when purchased, and when they are placed in service they
are charged to expense or capitalized as plant and equipment, as appropriate.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost less accumulated
depreciation and depletion. Depreciation and depletion 1is provided based on
estimated service lives using the straight-line method for financial reporting
purposes. Estimated service lives are as follows:

<TABLE>
<CAPTION>

YEARS
<S> <C>
B S o o B ol o al @ VN 0 1o = 10 to 50
Buildings and ImprOvemMenTS . c vt ittt ittt et it et et ettt e e e ettt 8 to 45
Machinery and eqUipment . ... .ttt ittt ittt et e et ettt et e e et et e ettt e e eeeeaeeeeeaeaenes 3 to 25
</TABLE>

Betterments, renewals and extraordinary repairs that extend the life of the
asset are capitalized; other repairs and maintenance costs are expensed. The
cost and accumulated depreciation applicable to assets retired are removed from
the accounts and the gain or loss on disposition recognized in income.

Quarry preparation and reclamation costs are expensed when incurred.
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COST IN EXCESS OF NET ASSETS ACQUIRED
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Cost in excess of net assets acquired is amortized on a straight-line basis
over 40 years. As of December 31, 1992 and 1991, the accumulated amortization
was approximately $20,000,000 and $ 18,000,000, respectively.

INCOME TAXES

Holnam and its U.S. subsidiaries file a consolidated U.S. income tax return
with other members of the Holdernam group and share in the resulting tax
liability (or benefit) in accordance with the terms of an intercompany tax
sharing agreement. Under the provisions of the tax sharing agreement, each
member of the Holdernam group determines its tax liability (benefit) based on
the tax it would pay as a separate company (or, in the event of a loss, based on
the Dbenefit received by the group company for its separate company losses), and
pays or receives payment from Holdernam accordingly.

Provision is made for appropriate taxes on unremitted earnings of St.
Lawrence.

Income taxes are provided Dbased upon Statement of Financial Accounting
Standards No. 96, 'Accounting for Income Taxes'. As required, Holnam will adopt
the provisions of Statement of Financial Accounting Standards ©No. 109,
'"Accounting for Income Taxes' in 1993. Adoption of this statement will not have
a significant impact on Holnam's consolidated financial position or results of
operations.

NET INCOME (LOSS) PER SHARE

Net income (loss) per share for each of the respective vyears has been
computed Dby dividing net income (loss) by the weighted average number of common
shares outstanding during the year. The weighted average number of common shares
for 1992, 1991 and 1990 was 134,882,927, 134,782,030 and 115,669,884,
respectively.

FOREIGN CURRENCY TRANSLATION

For significant foreign operations, the 1local currencies have been
designated as the functional currencies; the assets and liabilities of such
foreign subsidiaries are translated into U.S. dollars at year-end rates, and
income and expenses are translated at average rates for the year. Changes in the
cumulative foreign currency translation adjustment are included in stockholders'
equity. For certain U.S. operations of St. Lawrence for which the Canadian
dollar has been designated as the functional currency, translation losses are
included in income and amounted to $6,211,000, $3,296,000 and $3,429,000 in
1992, 1991 and 1990, respectively.

CASH FLOW INFORMATION

For purposes of the consolidated statement of cash flows all short-term
investments with an original maturity less than three months are considered to
be cash equivalents.

RECLASSIFICATIONS

Certain reclassifications have been made to the 1991 and 1990 financial
statements to conform to the 1992 presentation.

(3) MERGER, ACQUISITIONS AND INVESTMENTS IN UNCONSOLIDATED ENTITIES

In January 1990, Dundee acquired all of the outstanding common shares of
Northwestern States Portland Cement Company (Northwestern States) for an
aggregate purchase price of $22.4 million. In
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addition, Dundee paid approximately $21.9 million of outstanding indebtedness of
Northwestern States. The total cash outlay was approximately $46.9 million,
including direct costs of the acquisition.

In March 1990, Ideal shareholders approved a plan of merger through which
Holnam acquired all of the remaining 32.6% minority interest in Ideal by issuing
one share of Holnam stock for every four shares of Ideal stock held by the Ideal
minority shareholders. The total cost of the acquisition of the minority
interest, including the value of the shares issued (calculated at $7.50 per
share) and the related costs (approximately $8 million) incurred in conjunction
with the merger, was $116 million.

In August 1990, Holnam acquired all of the outstanding common shares of
United Cement Company. The aggregate purchase price was $60.7 million, including
direct costs of the acquisition.
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In October 1990, Holnam acquired the assets of Diversified Materials Inc.
for approximately $2 million.

The transactions discussed above have been accounted for as purchases and
the total purchase price was allocated, based upon estimates of fair value, as
follows (in thousands) :

<TABLE>

<S> <C>

Net WOTKING CaAPital. e e e et in e ttee e etee e eteeeeteeeeeeeeeeeneeeeaeeeeeeeeennenennnn $18,608

Cost 1n excess of net assets aCcquUired. .. ...ttt ittt ittt ettt et eeeeaeaeeenas 4,795

Property, plant and equipment, Net. ... ...ttt ittt ittt ettt ettt eeeneenneenn 185,331

Long-term debt. oo e i e e e e et e e e e 4,732

[ 8 o o = o o Y= 12,084
Total PULChasSEe PriCe. ...ttt it ittt ittt it ettt ittt et it e e $225,550

</TABLE>

Unaudited, pro forma consolidated results of operations, assuming that the
acquisitions of Northwestern States, United Cement Company, Diversified
Materials Inc. and of the minority interests in Ideal had occurred as of January
1, 1990, follow (in thousands except per share data):

<TABLE>
<CAPTION>
YEAR ENDED

DECEMBER 31, 1990
<S> <C>
D LS = T S $ 1,098,830
= oA e ¥ (30,558)
D[S o = o T a0 o F= (.26)
</TABLE>

These results include adjustments for increased amortization, depreciation,
interest and income tax expense and elimination of minority equity in net loss,
and are not necessarily indicative of what the actual results of operations
would have been had the acquisitions taken place on January 1, 1990.

During 1991, St. Lawrence acquired a 10.8% interest in Philip Environmental
Inc., two ready-mix operations, and a 49% interest in Unilock Inc. Also in 1991,
Holnam acquired a 49.98% interest in Cemtech LP, a 1limited partnership
specializing in programs involving waste derived fuels and raw materials
associated with the cement industry. The aggregate purchase prices totaling
$45.0 million have been accounted for as either cost method investments ($22.0
million), equity method investments ($17.2 million) or business combinations
accounted for as purchases ($5.8 million), as appropriate. The pro-forma effect
of the 1991 business combinations, had they occurred as of January 1, 1990, on
the consolidated results of operations for the years ended December 31, 1991 and
1990 is not material.

During 1992, St. Lawrence acquired Beton Mathers, an eastern Canada
concrete operation. The acquisition price was $11.6 million. This acquisition
was funded with $3.1 million cash and the issuance of $8.5 million of St.
Lawrence preferred stock that has a 7% cumulative dividend, callable after 5
years and redeemable after 5 years and before 10 years. 1In addition, Holnam
purchased the assets of C-Cure of Florida, Inc., a blender of grouts and cement
products for a price of approximately $1.6 million. The pro-forma effect of the
1992 Dbusiness combinations, had they occurred as of January 1, 1991, on the
consolidated results of operations for the vyears ended December 31, 1992 and
1991 1is not material. Also, St. Lawrence acquired a 49% interest 1in Euclid
Admixture Canada Inc., an admixture company, for a price of approximately $1.0
million.

HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED)

(4) UNUSUAL CHARGES

Unusual charges consisted of the following (in thousands):

<TABLE>
<CAPTION>

1992 1991
<S> <C> <C>
Restructuring Charges (S DeLlOW) v v vt vt ittt e tn it tte ittt et eee e eaeeneeeeneenenns $11,037 $18,556
BOXCEOW (NOtE 8) vttt ittt it it it it ittt ettt ittt it ittt ettt - 38,616
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Litigation settlement and Other. .. ...ttt ittt ettt tieeeeeeeenan -— 4,500

</TABLE>

During the fourth quarter of 1992, St. Lawrence committed to a
restructuring plan to significantly reduce costs and recorded a pre-tax charge
of $11.0 million. The charge includes consulting costs, separation costs of
employees leaving St. Lawrence, and other restructuring costs.

During the fourth quarter of 1991, Holnam implemented a restructuring plan
to reduce costs and rationalize facilities within its ©U.S. operations. In
connection with this plan, Holnam recorded a pre-tax charge of $18.6 million.
The restructuring charge included future costs under a non-cancellable facility
lease, provisions for employee relocation, separation costs for employees
leaving the Company and reductions (to net realizable value) 1in the carrying
amount of assets related to facilities that management had concluded should be
sold or closed.

(5) INVENTORIES AND SUPPLIES

Inventories and supplies consisted of the following as of December 31 (in
thousands) :

<TABLE>
<CAPTION>
1992 1991
<S> <C> <C>
DR 111 o =5 = = R $ 16,005 S 26,520
Finished goods and WoOIrk—In—PrOCESS . ittt ittt ittt ittt eneneenenens 88,823 102,409
Supplies and SPaAre PartS ...ttt ittt e et e e e e e e 73,047 70,595
$177,875 $199,524
</TABLE>
(6) PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consisted of the following as of December 31
(in thousands) :
<TABLE>
<CAPTION>
1992 1991
<S> <C> <C>
Land, land improvements and mineral deposits.........iuiiiiiiiiiiiiiininnnnn S 97,565 S 102,038
Buildings, machinery and equipment....... ...ttt ittt ininnnnennnn 1,392,263 1,454,276
CONSEIrUCTION 1N PrOgrES S . i ittt ittt ittt it ettt it e et ittt teaeneeeeaenenennns 43,519 44,331
1,533,347 1,600,645
Less —-- Accumulated depreciation and depletion...........iuiiiiiiininnenennnn 677,465 671,531
Property, plant and eqUipPmMeNnt . ... .uu ettt et eneeneneeneeneneennnn $ 855,882 $ 929,114
</TABLE>
(7) OTHER ASSETS
Other assets consisted of the following as of December 31 (in thousands) :
<TABLE>
<CAPTION>
1992 1991
<S> <C> <C>
Investments in unconsolidated entities (Note 3) ...ttt nnnnnn $36,749 $39,509
Long-term reCeivabl e s . v v ittt ittt ittt ettt ettt ettt e e e 23,415 18,554
[0 5 0T 5,865 4,442
</TABLE>

HOLNAM INC. AND SUBSIDIARIES
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At December 31, 1992 the fair wvalue of long-term receivables, estimated
using the expected future cash flows discounted at interest rates between 4.5%
and 6.0%, approximated $21 million.

The fair value of St. Lawrence's investment in Philip Environmental Inc.,
carried at its original cost of approximately $20.0 million (differs from 1991
U.S. dollar acquisition costs of $22.0 million discussed in Note 3 due to the
strengthening of the U.S. dollar in 1992), approximated $26 million at December
31, 1992.

(8) BOXCROW

In 1989, Holnam acquired an option to purchase the business and assets of
BoxCrow Cement Company, L.P. (BoxCrow) and a 50% equity interest of $500 in the
general partner of BoxCrow. Holnam terminated its option to purchase the
business and assets of BoxCrow in September, 1991.

During the period of this option, Holnam agreed to provide working capital
and management services. Under the working capital agreement, Holnam was
obligated to provide working capital loans to BoxCrow, the repayment of which
is, 1in general, subordinate to other BoxCrow indebtedness. The loans are due by
January 1, 1999 and are interest bearing. As of December 31, 1991 and 1990,
Holnam had made working capital loans of $30.6 million and $22.6 million,
respectively, to BoxCrow. In 1992, holders of senior debt and other obligations
drew $5.8 million on Holnam-reimbursable letters of credit. These draws, which
were fully reserved in 1991, became additional subordinated working capital
loans to BoxCrow. As such, at December 31, 1992 the total working capital loans
approximate $36.4 million.

Holnam management believes it is highly unlikely that BoxCrow will repay
the working capital loans. A provision of $38.6 million was recorded in 1991 to
reduce the carrying value of subordinated working capital loans to their
estimated net realizable wvalue. In August 1992, BoxCrow filed for Chapter 11
bankruptcy protection. In mid-September, the bankruptcy court appointed a
trustee to oversee the business and assets of BoxCrow for an indefinite period.
Holnam's obligations under its management agreement expired in September, 1992.

(9) SHORT-TERM NOTES PAYABLE AND LONG-TERM DEBT

At December 31, 1992, Holnam had $3,000,000 outstanding on a $13,000,000
short-term uncommitted credit agreement expiring in December 1993. Interest is
at LIBOR plus .6%. This facility is wused to fund Holnam's working capital
requirements. Additionally, St. Lawrence has available, for working capital
requirements, a series of short-term, uncommitted credit agreements with several
banks aggregating approximately $76.3 million ($97,000,000 Canadian) expiring in
December 1993, none of which was outstanding at December 31, 1992. Interest 1is
at bank prime rate. Outstanding balances are payable on demand.
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Long-term debt consisted of the following as of December 31:

<TABLE>
<CAPTION>

<S>
Revolving Lines of Credit --
$225,000,000 credit agreement, due 1995, unsecured, interest not to exceed LIBOR plus
.5-.625%, 4.1% average interest rate as of December 31, 1992 (a)...cviiiiiinnnnn.
Canadian $200,000,000, unsecured (U.S. $156,625,000 at December 31, 1992) available
in Canadian or U.S. dollars; additional $40,000,000 available only in U.S. dollars.
Borrowings outstanding at December 31, 1992 consist of U.S. $65,000,000 and Canadian
$148,978,000 (U.S. $117,171,000). Due 1994, convertible to a term loan payable over
a six year period. Various interest rates, average interest rate as of December 31,
1992 Was 6.17% () () c ittt it it e e ettt et ettt et e et e e e e,
Credit agreement, paid In 1002, .. .t ittt ittt ittt i e
Credit agreement, due 1994, convertible into a term loan payable in seven quarterly
installments of $4,375,000 commencing in 1996 with final payment of $4,375,000 in
1998, interest at 8.00% (C) (£) vt i i itn ittt ittt ettt e teeeeeeneeeeeeeeneeenneenn

Total revolving lines Of Credit.... ...ttt ittt ettt eaaenenenn

Senior Notes, Term Notes and Loans --
Term loan, due in 2001, payable in annual installments of approximately $23,300,000
in 1999, 2000 and 2001, interest at 9.75% (C) (£) c vttt ittt et e eeeeeeennn
Term loan, due 1998, interest at 8.03% (C) () ittt ittt ittt ittt ittt
8 1/2% senior notes, due In 1993 (C) ittt ittt ittt ittt ittt
14 1/4% senior notes, due in annual installments of $1,000,000 through 1995 (c)......
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(IN THOUSANDS)

<C>

$ 80,000

182,171

70,000
30,000
2,875
3,000

<C>

$100,000

167,501
50,000

70,000
30,000
5,750
4,000
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9.5% senior notes, payable in annual installments of $3,000,000 in 1993 through 1997
[
Other Notes and LoanS . ..ttt ittt it ittt ittt ettt ettt ittt eneenennn

Total senior notes, term NOtes ANd 1OANS . .. uiii e eeeenenenneeoeeoeeooneaneeeeeeas

Industrial Revenue Bonds (d) --
7% Industrial Revenue Bonds, due in 1995, secured by a letter of credit..............
6.8% Revenue Bonds, net of discount of $13,594,000 in 1992 and $14,031,000 in 1991,
respectively; due in various installments between 1999 and 2009............c0 ...
5.8% Pollution Control Revenue Bonds, net of discount of $50,000 in 1992 and $150,000
in 1991, respectively, due in 1903 . . . ittt et ettt e e e e,

Total Industrial ReVEeNUE BONAS . ...ttt ittt eieeeneneneeneneneeaenenennns

Subordinated Notes --
8% senior subordinated notes, unsecured, payable in semi-annual installments of
$1,000,000 throUgh 1997 (C) v v et tuen e ttee e teee e eteee e tnee e eeeeeeteeeeeneeeeneneennnn
Currently non-interest bearing subordinated Notes (&) ...ttt ittt enenaenenennn.
9.6% subordinated notes, net of discount of $19,000 and $39,000 as of December 31,
1992 and 1991, respectively, due in 1908. ... . ittt ittt ettt
16% subordinated notes, due In 1908 . .. ittt itttttttttteeeeeeeeeeeeeeeeeeeeeeeenn

Total Subordinated NOLeS. ...ttt it ittt ittt ettt

Other --

Sinking fund debentures, 9.25% coupon rate, unsecured, publicly-held, net of discount
of $2,937,000 in 1992 and $4,229,000 in 1991, respectively, sinking fund payments in
various installments between 1996 and 2000. .. ...ttt ittt inninenneneenennenn

Capital lease obligations, interest at an average of 9.42% and payable through

Total other obligations. ...ttt it ittt ittt ittt ettt

Total long-—term et ... ..ttt it it ittt ettt ittt ettt
Less current portion of long-term debt. ... ...ttt ittt ettt

</TABLE>
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<TABLE>
<S>

</TABLE>

(a) The agreement contains various restrictive covenants including the

maintenance of specified ratios or amounts of tangible capitalization,
interest coverage, debt to equity and current assets to current
liabilities, all as defined in the agreement. The agreement also contains a
subjective acceleration clause. Additionally, an event of default will
occur 1if Holderbank and affiliates cease to own directly or indirectly a
majority of the issued and outstanding shares of stock of Holnam. A
facility fee is charged on the total commitment.

The agreement also governs the amount of retained earnings available for
the payment of dividends. The Company may declare and pay cash dividends on
its common stock up to a maximum amount of $15,000,000 in any fiscal vyear
if the ratio of earnings before interest, taxes, depreciation and
amortization (excluding St. Lawrence) to interest expense (excluding St.
Lawrence) 1is 3:00 or greater.

(b) A two- year period of non-mandatory repayment of principal is provided for
in the loan agreement and may be renewed each year by mutual consent. After
this period, the loan may be converted into a term loan payable over a
six-year period.

(c) These loan agreements contain various covenants which in no instance are
materially more restrictive than those discussed in (a) above.

(d) Industrial Revenue bonds issued by city or county governments or industrial
developments are included in long-term debt. Holnam is obligated under
related lease agreements to make payments sufficient to pay interest costs
of the bonds plus principal payments as they become due.

(e) This debt, provided in 1992 by Holderbank, through Holdernam, is presently
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5,000

13,013

<C>
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12,000
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5,000

619,514
12,909

<C>
$606,605
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non-interest bearing and matures at the latest of (1) January 1, 1994, (2)
after written demand, or (3) the date on which repayment would not result
in a Holnam default of any covenants existing under financing arrangements
with Holnam's senior lenders. The obligation becomes interest bearing at
LIBOR plus 3% when Holnam's (exclusive of St. Lawrence) net income in a
calendar year equals or exceeds $5,000,000.

(f) In 1991 and early 1992, the Company entered into interest rate swap
agreements with commercial banks. Pursuant to the swap agreements, the
Company makes fixed interest payments. These agreements expire when the
related debt obligations mature. St. Lawrence makes fixed interest payments
through 1994 at an effective rate of 8.75% on a notional principal amount
of $50 million. Holnam and St. Lawrence are exposed to credit loss in the
event of non-performance by the other parties to the interest rate swap
agreements but do not anticipate nonperformance by such parties.

Holderbank has issued letters of comfort to certain of Holnam's lenders
(Note 1).

Financial institutions have issued irrevocable letters of credit for the
account of Holnam or St. Lawrence in favor of the lessors under a certain
operating lease ($25 million; Note 13) holders of industrial revenue bonds ($18
million), and others ($9.5 million). As of December 31, 1992, these letters of
credit totaled approximately $52.5 million.

In addition, Holnam guarantees approximately 50% of the Dbank debt of
Cemtech LP. This guarantee is for an amount not to exceed approximately $7.5
million, of which approximately $2.6 million was outstanding at December 31,
1992. St. Lawrence separately has 1issued guarantees to others totalling
approximately $7.3 million.

HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED)

As of December 31, 1992, scheduled maturities of long-term debt are as
follows (in thousands) :

<TABLE>
<S>

</TABLE>

The fair value of Holnam's long-term, fixed rate debt (excluding debt on
which interest rate swap agreements have been entered into) at December 31, 1992
has been estimated based on quoted market prices for the issue, or on the
current rates offered to Holnam for debt of the same or similar remaining
maturities. The carrying amount of such debt totalled $197 million, while the
estimated fair value is $221 million.

The fair value of interest rate swaps, approximately $17 million, is the
estimated amount that Holnam would pay to terminate the swap agreements at
December 31, 1992, taking into consideration the current interest rates.

(10) INCOME TAXES

Income (loss) before income taxes and minority equity in income (loss)
consisted of the following for the years ended December 31 (in thousands) :

<TABLE>
<CAPTION>
1992

<S> <C>
D) TP w12 $(30,465)
@ et e 5o (36,528)

$(66,993)
</TABLE>

The consolidated provision (credit) for income taxes consisted of the
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<C>

$ 13,013
56,813
116,076
38,067
49,337
324,159

<C>

3,342

<C>

65,937
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following for the years ended December 31 (in thousands) :

<TABLE>
<CAPTION>
1992
<S> <C>
Current --
Domestic --
TG o S (324)
State and local. ...ttt i i i i i e e e 10
e ol e o (10,214)
(10,528)
Deferred --
D13 (1=l $ (1,038)
ot e o N (12,0091)
(13,129)
Total provision (credit) for income taxes........... $(23,657)
</TABLE>

HOLNAM INC. AND SUBSIDIARIES
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A reconciliation Dbetween the consolidated provision (credit) for income
taxes and the amount computed at the statutory United States federal income tax
rate is as follows (in thousands):

<TABLE>
<CAPTION>
1992

<S> <C>
Provision (credit) computed at the statutory rate of 34%........... $(22,778)
Foreign rate differential. ... ...ttt initn e et eeeeeeeneaenanns (4,886)
Tax benefit of net operating losses which could not be

FECOgNIZE. v vt ittt ittt e e e e e e i e e 4,673
[ 0 (666)

Tax provision (credit)........iiiiiiiiiiiiinnnnnnnnn. $(23,657)

</TABLE>

Deferred income taxes provided in the consolidated financial statements
relate to certain income and expense items recorded for financial reporting
purposes in one period and for tax purposes in another period. Major components,
which are principally related to St. Lawrence, include temporary differences for
excess financial reporting over tax basis on certain plant and equipment,
depreciation, depletion and amortization, and gain on disposition of plant and
equipment.

Holnam has recognized the Dbenefit of certain loss carryforwards for
financial reporting purposes through the elimination of deferred taxes that
would reverse during the loss carryforward period. At December 31, 1992, Holnam
had net operating loss carryforwards of approximately $360 million which have
not been recognized for financial reporting purposes, and are available to
offset future taxable income. They expire in 1997 through 2007. Utilization of
the operating 1loss carryforwards depends upon Holnam's ability to generate
future taxable income, the Company's ability to sustain the ordinary (versus
capital) loss treatment of approximately $136 million of net operating loss
carryforwards, as well as any 1issues which may result from an audit by the
Internal Revenue Service which 1is currently in process. Holnam also has
$4,200,000 of investment tax credit carryforwards which are available to offset
future income taxes payable and expire in 1994 through 2000.

(11) PENSION AND CERTAIN OTHER BENEFIT PLANS

Holnam has several noncontributory defined benefit pension plans covering
substantially all employees. Plan benefits are generally Dbased on length of
service and average compensation. It is Holnam's policy to fund actuarially
determined pension costs subject to minimum funding requirements of the Employee
Retirement Income Security Act of 1974. Pension plan assets are invested
primarily in equity securities, short-term investments and government bonds.

Total pension expense under these defined benefit plans amounted to

$4,797,000, $5,216,000 and $4,074,000 in 1992, 1991 and 1990, respectively. The
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$ (1,104)

<C>
$(38,083)
(1,514)

22,517
3,286

1990
<C>
$(10,850)

219
10,955
324

$ 1,163
4,681
5,844

S 6,168

1990
<C>
$ (3,544)

4,294
5,488
(70)

$ 6,168


http://www.secdatabase.com

net periodic pension cost of these plans included the following components for
the years ended December 31 (in thousands) :

<TABLE>
<CAPTION>
1992 1991 1990
<S> <C> <C> <C>
ST oV o= S T Y= A $ 5,296 S 4,959 $ 4,550
Interest on projected benefit obligation............c.iiiiiinnan.. 15,279 15,052 13,697
Actual reftUrn ON ASSEES . ittt ittt it eeeeeeeeeeeeeeeeeeeneeennnns (10,893) (14,944) (4,955)
Net amortization and deferral....... ...ttt eeeeennnnnnnns (4,885) 149 (9,218)
Net PENSION COSTu ittt ittt ittt it ettt ettt eneenennn S 4,797 $ 5,216 S 4,074
</TABLE>
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As of December 31, 1992 and 1991, the status of all of Holnam's pension
plans was as follows (in thousands):
<TABLE>
<CAPTION>
1992
UNDERFUNDED OVERFUNDED
PLANS PLAN 1991
<S> <C> <C> <C>
Actuarial present value of projected benefit obligations --
Vested empPloyeeS . i vttt ittt it ittt ittt $ 112,064 S 65,127 $176,028
Nonvested empPloyeesS . vttt ittt ittt tnteeeneneeeenenens 2,999 683 2,989
Accumulated benefit obligation...............ciiuin.n $ 115,063 $ 65,810 $179,017
Projected benefit 0ObligationS. v i et et nneeeeneeneeeeneenenns $ 123,189 $ 65,810 $187,500
Plan assets at falr Value. ...ttt ittt ittt ettt ettt eeeeeeeaaenas 108,520 69,710 183,279
Assets in excess of (less than) projected benefit
Obligation. ittt e e e e e et e e (14,669) 3,900 (4,221)
Unrecognized Net 10SS. ...t ittt ittt it ittt it teeneeaennn 1,198 4,652 1,169
Prior service costs not yet recognized in net periodic pension
LT 3,929 (470) 3,869
Unrecognized net transition asset..........ioiuiiinininnnennnnnn (5,229) (1,004) (7,271)
Accrued pension asset (liability)........coiiiiiiiiiininn.. $ (14,771) $ 7,078 S (6,454
</TABLE>
Rates utilized in determining the actuarial present values of the benefit
obligation in 1992 and 1991, for U.S. and Canadian plans, are presented below:
<TABLE>
<CAPTION>
1992 1991
<S> <C> <C>
Weighted average discoUnt rate. ... ...ttt ittt ittt ittt intneeannenens 8.0%-9.0% 8.0%-9
Rate of increase in future compensation levels.........iiiiiiiin ittt ineenenenenas 5.0-6.0 5.0-
Expected longterm rate of retUrn ON aSSelS. ...t ittt ittt it tnetneneneenenenenas 9.0-10.0 9.0-1
</TABLE>

In addition to providing pension benefits, Holnam provides health care and
life insurance benefits for certain retired employees. The cost of health care
benefits is recognized as claims arise. For 1992, 1991 and 1990, the total costs
of all of these benefits aggregated approximately $3.7 million, $4.3 million and
$3.8 million, respectively.

The Financial Accounting Standards Board (FASB) has issued Statement of
Financial Accounting Standards No. 106 'Employers' Accounting for Postretirement
Benefits Other than Pensions' which requires companies to recognize the
liability for postretirement benefits as the benefits are earned by their
employees. The unfunded Accumulated Postretirement Benefit Obligation and the
unfunded Expected Postretirement Benefit Obligation as of January 1, 1993 under
the postretirement medical and life insurance benefits plan approximates $70
million and $77 million, respectively. Effective January 1, 1993, Holnam will
adopt the new accounting standard, recognizing the Accumulated Postretirement
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Benefit Obligation (the transition obligation) as a cumulative effect of a
change in accounting principle. Management estimates that the adoption of the
standard will also increase postretirement benefit expense by $2.5 million in
1993.

In 1992, the FASB issued Statement of Financial Accounting Standards No.
112, 'Employers' Accounting for Postemployment Benefits.' This standard requires
employers to recognize the obligation to provide benefits to former or inactive
employees after employment but before retirement under certain conditions. The
obligation should be recognized if 1t is attributable to employees' service
already rendered, the rights to these benefits accumulate or vest, payment of
the benefits is probable and the amount can be reasonably estimated. Holnam must
adopt the provisions of Statement ©No. 112 no later than January 1, 1994.
Management believes that the adoption of this standard will not have a
significant impact on Holnam's consolidated financial position or results of
operations.

HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED)

(12) RELATED PARTY TRANSACTIONS

As of December 31, 1992 and 1991, Holnam reflected accounts payable of
$582,000 and $ 1,220,000, respectively, to Holderbank and affiliates.

As of December 31, 1992 and 1991, Holderbank subsidiaries and related
parties are holders of subordinated notes consisting of approximately $4,340,000
in 16% notes due in 1998 and $14,350,000 in 9.6% notes due in 1998. Additionally
in 1992, $50,000,000 of currently interest free notes, due at the earliest in
1994, was borrowed from a Holderbank subsidiary. Interest expense on related
party debt was $2,088,000, $2,087,000 and $2,454,000 in 1992, 1991 and 1990,
respectively.

Holnam purchased $6,011,000 and $6,279,000 of cement in 1991 and 1990 from
BoxCrow (see Note 8).

Holderbank and Holnam have a general assistance agreement which, among
other things, provides for the sharing of research and development, technical
knowledge and certain facilities. Fees charged by an affiliate of Holderbank
pursuant to the general assistance agreement for 1992, 1991 and 1990 were
$3,897,000, $4,715,000 and $3,749,000, respectively.

Commissions and expenses of $385,000, $412,000 and $883,000 were paid to
Holderbank and affiliates in 1992, 1991 and 1990, respectively.

As discussed in Note 9, Holderbank has provided certain comfort letters to
issuers of letters of credit and various lenders. Related fees charged by
Holderbank for such letters were $2,345,000, $2,939,000 and $656,000 in 1992,
1991 and 1990, respectively.

Pursuant to the terms of the intercompany tax sharing agreement (see Note
2), Holnam received payment of $2,001,000 in 1991 (related to the 1990 tax
benefit), and made payments of $303,000 in 1990 (related to the 1989 tax
provision) .

(13) LEASES

Holnam leases the facilities and equipment at the Tijeras, New Mexico
cement plant. The lease expires in 2003 with Holnam having an option to renew
the lease for a seven year period and then to either renew the lease or purchase
the facilities and equipment at fair market value (see also Note 9). Rental
expense under the Tijeras lease was $6,399,000, $6,399,000 and $6,501,000 in
1992, 1991 and 1990, respectively.

Holnam also leases certain other office space, terminal facilities, and
manufacturing, transportation and office equipment wunder leases expiring on
various dates through 2020. Rental expense under these other leases was
$10,711,000, $13,789,000 and $13,342,000 in 1992, 1991 and 1990, respectively.

As of December 31, 1992, the minimum future operating lease payments
payable by Holnam were as follows (in thousands):

<TABLE>
<CAPTION>
<S>
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</TABLE>
(14) CONTINGENCIES

As of December 31, 1992, a Holnam subsidiary was a defendant or third party
defendant in approximately 80 silicosis actions. Ideal (a Holnam predecessor) is
also named as a defendant in several

HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED)

of these actions. Other filings may occur in the future. In those lawsuits which
specify damages, the individual claims range from $600,000 to $4 million.
Historically, most actions have been resolved before trial with a number of
defendants contributing to each settlement. To date, the Company's disposition
cost per case has not been material, nor has the aggregate disposition cost for
all such cases. Although the ultimate outcome of these matters cannot be
predicted with certainty, management of Holnam believes, after consultation with
counsel, that the resolution of these actions will not have a material adverse
effect on Holnam's consolidated financial position or results of operations.

Under an agreement with the Air Quality Division of the Michigan Department
of Natural Resources, Holnam conducted testing in 1991 at its Dundee, Michigan
plant to determine what control devices, in addition to the baghouse completed
in 1991, are necessary to achieve satisfactory opacity of the kiln stack plume.
Based on such testing, Holnam believes that the use of gas stream absorbents
results 1in an acceptable opacity level. Holnam has presented the results of the
testing to the Michigan Department of Natural Resources and 1is negotiating
permit conditions with the Air Quality Division.

There are various other contingent liabilities and pending legal and
environmental proceedings involving Holnam's subsidiaries which are considered
by management as incidental to its ordinary course of Dbusiness. Although the
final outcome cannot be predicted with certainty, management believes that the
resolution of these matters will not have a material adverse effect on Holnam's
consolidated financial position or results of operations.

(15) EMPLOYEE STOCK PLANS

Two million shares of common stock have been reserved for issuance under
the Employee Stock Purchase Plan (Purchase Plan). Under the Purchase Plan,
eligible employees (generally all fulltime employees of Holnam, excluding those
employed by St. Lawrence and St. Lawrence subsidiaries) may subscribe for shares
of common stock at a purchase price of 90% of the closing market price (as
defined) . The Purchase Plan will terminate when all 2,000,000 shares of common
stock reserved thereunder shall have been subscribed for, wunless earlier
terminated by the Board of Directors. In 1990, 54,000 shares of stock were
purchased under the Purchase Plan for a purchase price of approximately
$147,000. In 1991, approximately 87,000 shares of stock were purchased under the
Purchase Plan for a purchase price of approximately $387,000. In 1992,
approximately 121,000 shares of stock were purchased under the Purchase Plan for
a purchase price of approximately $347,000.

In 1990, Holnam established the 1990 Stock Option Plan (Stock Option Plan)
for certain fulltime key employees of Holnam. The Stock Option Plan provides for
the grant of options to purchase up to 2,150,000 shares of Holnam common stock
at not less than the fair market value of such stock at the date of grant.
Additionally, stock appreciation rights (SARs) may be granted in tandem with
options. Also in 1990, options to purchase 249,531 shares at $9.50 per share
(all immediately exercisable) were issued to holders of options to purchase
Ideal shares (pursuant to an Ideal plan which was assumed by Holnam as part of
the merger) .

On March 23, 1990, options to purchase an aggregate of 473,000 shares of
Holnam common stock at an exercise price of $7.25 per share were granted under
the Stock Option Plan. The options become exercisable at the rate of 33 1/3
percent per year on each of the first three annual anniversaries of their date
of grant, and such options expire on March 22, 2000. In addition, SARs were
granted in tandem with such options.

In 1991, options to purchase an additional 172,000 shares were granted.
These options become exercisable six months from the date of grant and expire in
2001. In addition, SARs were granted in tandem with such options.

Transactions under the Stock Option Plan are as follows:

F-20

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

$136,024


http://www.secdatabase.com
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<TABLE>
<CAPTION>

1992
OPTION SHARES OPTION PRICE

<S> <C> <C>
Balance outstanding at beginning of year..... 824,056 $4.38-$9.50
Granted --

New options......ooiiiiiiiiiiin i -= -=
Exercised. . cuu ittt ittt i -= -=
Forfeited. ...ttt it e e (49,662) -—
Balance outstanding at end of year........... 774,394 $4.38-$9.50
Options exercisable at end of year........... 616,728 $4.38 - $9.50

</TABLE>
(16) SEGMENT INFORMATION

Holnam and its subsidiaries operate in the United States and Canada in one
dominant industry segment, the manufacture and distribution of cement and
related products for the construction industry. Information about Holnam's

operations in different geographical segments for the three years ended December

31, 1992 is as follows (in thousands) :
<TABLE>
<CAPTION>
UNI
STA'
<S> <C>
Net sales to unaffiliated customers --
1992 $ 5
1991 5
1000 i ettt et e e e e e e e e et e et e e 5
Segment income (loss) from operations (a) --
1992 S (3
1991 (11
S (7
Identifiable assets --
1992 s 91
1991 98
1000 i ettt e e e e e e e e e e e e 1,03
Capital expenditures --
1992 $
1991
S
Depreciation, depletion and amortization --
1992 $
1991
S
</TABLE>
(a) Segment income (loss) from operations is defined as income (loss) before
income taxes and minority equity in net income (loss) less other income. 1In
1992, the United States and Canada segment results include charges of
$1,750, and $9,287, respectively, relating to unusual charges. In 1991, the
United States segment results include charges of $61,672 relating to unusual
charges.

Holnam sells cement to various classes of customers who are part of the
construction industry, including ready-mix concrete customers. Other customers
include concrete products manufacturers, building materials dealers and other
large-scale wusers of cement. Although the Company's customer base is

geographically diversified, collection of receivables is partially dependent on
the economics of the construction activity. There were no sales to any single
customer which aggregated in excess of 10% of sales for 1992, 1991 or 1990.
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(17) SELECTED QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

<C> <C>

715,118 $7.25-$9.50

172,000 4.38 - 5.75

(63,062) 7.25

824,056 $4.38 - $9.50

508,723 $5.75 - $9.50
TED
TES CANADA TOTAL

<C> <C>

85,442 $ 360,734 $ 946,176
72,146 407,151 979,297
62,068 512,511 1,074,579
1,449) $  (31,075) S (62,524)
8,928) 2,502 (116,426)
8,187) 64,661 (13,526)
2,216 $ 440,916 $1,353,132
4,409 472,180 1,456,589
9,637 454,532 1,494,169
33,070 $ 14,683 $ 47,753
33,987 20,191 54,178
61,814 32,596 94,410
57,103 $ 22,815 $ 79,918
58,933 23,224 82,157
53,692 23,100 76,792
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<TABLE>

<C>

$946,176

<C>
$516,756
(464,430)
(60,930)

<CAPTION>
QUARTER
FIRST SECOND THIRD FOURTH
(IN THOUSANDS, EXCEPT PER SHARE DATA)
<S> <C> <C> <C> <C>
1992 --
Net SaleS . it ittt it $263,507 $304,384 $239,924
Cost Of sales. .ttt $135,113 $226,880 $261,335 $212,738
Unusual charges (Note 4) .....cuuuuuuunnnnn. $ -- $ -- $ -- $11,037
Net 1income (1OSS) cvuv e eeeeeeeeeeenennnnns $(26,236) $78 $2,072 S (4,486
Net income (loss) per share................ $(.19) $.00 $.02 S (.04)
1991 --
Net Sales. ittt ittt $135,277 $268,578 $324,381 $251,061
Cost Of sales. . it $130, 648 $230,354 $271,254 $225,264
Unusual charges (Note 4) ......iiiiiiinennnn S -- S - S -- $61,672
Net 1income (10SS) cvev e e e eeeeeenenennnn $(25,409) $(3,635) $5,067 $(71,077)
Net income (loss) per share................ $(.19) $(.03) $.04 $(.53)
</TABLE>
(18) INVESTMENT IN ST. LAWRENCE CEMENT COMPANY, INC.
As discussed in Notes 1 and 2, Holnam owns approximately 59% of the
outstanding common shares of St. Lawrence and Holnam's principal financial
statements consolidate the accounts of St. Lawrence. As supplementary
information, the following condensed financial statement information separately
reflects Holnam's investment in St. Lawrence on the equity method:
HOLNAM CONDENSED STATEMENTS OF INCOME
<TABLE>
<CAPTION>
1992 1991
(000'S OMITTED)
<S> <C> <C>
S S = B N $548,735 $525,290
[ F=3 o B A == T I = 2 (469,627) (467,291)
Selling, general and administrative exXpenses..........cuiiiiiiiiiiinnnenns (55,980) (62,566
Unusual charges (Notes 4, 16 and 17) .« ittt ineneenenenennns -- (60,364)
Interest expense and Other. ... .. ittt ittt it (34,599) (35,610)
Loss before income taxes and equity interest in net income (loss) of
£ R o = R ot Y o {1 (11,471) (100,541)
Income tax Provision (Credilf) ...t i ittt it ittt ettt eeeeeeeaeaeaeanns 109 (10,385)
Net loss before equity interest in net income (loss) of St.
=R ol =Y s Y1 =Y (11,580) (90,156)
Equity interest in net income (loss) of St. Lawrence (a)........c.vvuuenn.. (16,992) (4,898)
DS A e Y= T $(28,572) $(95,054)

</TABLE>

(a) Cash dividends received by Holnam from St. Lawrence were approximately $2.1
million, $7.2 million and $15.9 million in 1992, 1991 and 1990,
respectively.
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HOLNAM CONDENSED BALANCE SHEETS

<TABLE>
<CAPTION>
1992
(000'S
<S> <C>
(@R el oy =S o B oA = = i = N $187,498
Property, plant and equipment, net...... ...ttt ittt i 531,124
Investment 1N St. LAWIeNC .« t v ittt ittt eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens 162,718
[ 5 53,790
$935,130
[OR 0 el oy =0 o N o I = o s T T o = = T $80,202
Long —— term debt. ...ttt et e e et ettt e e 379,823
Deferred income taxes and OLNer. ...ttt ittt ittt ettt et ettt eteeaeeeeeeenas 39,629
Stockholders' Uit Y. ottt it it ittt it et e e e 435,476
$935,130
</TABLE>
St. Lawrence separately reports its financial statements in accordance with
Canadian accounting principles. The following condensed information regarding
the results of operations and financial condition of St. Lawrence and its
subsidiaries was derived from the separately-reported consolidated financial
statements of St. Lawrence adjusted to reflect U.S. generally accepted
accounting principles and translated to U.S. dollars.
ST. LAWRENCE CONDENSED STATEMENTS OF INCOME
<TABLE>
<CAPTION>
1992
(00
<S> <C>
= = = I = T $397,441
@7 X N B == T I = (366,439
Selling, general and administrative EXPENSES. ... .. titi it enennnnennn (53,8009)
Unusual charges (Notes 4, 16 and 17) ..t iiii ittt nneeeneeenneenneenns (11,037)
Interest expense and Other. ... ...ttt ittt et e (21,678)
Income (1loss) before INCOmMEe LAXeS ...ttt eeeeeeeeeeeeeeeenn (55,522)
Income tax (provision) credit (b) ...t 23,766
NEt INCOME (LOSS) vttt ittt et ettt e et e e ee e e e eeeeeeeeeneeseeeneeseeeneanens $(31,756
</TABLE>
(b) Includes (provision) credit related to unremitted earnings to Holnam.
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ST. LAWRENCE CONDENSED BALANCE SHEETS
HOLNAM CONDENSED BALANCE SHEETS
<TABLE>
<CAPTION>
1992
(000's
<S> <C>
(O el oy =0 o B o = = o= S 182,448
Property, plant and equipment, Net. ... ...ttt it ittt et ee et eeaeeeneanennns 324,758
[0 o 0 74,072
$581,278
(@RS ar =Y o N o I =Y o 0 I T s T == $62,898
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OMITTED)
<C>
$214,350
558,950
197,691
55,766

$90,224
409,611

45,714
481,208

0'S OMITTED)
<C>
$454,908
(391,130
(57,431
(1,308
(16,508
(11,469)
3,409

OMITTED)
<C>
$194,121
370,164
65,500

<C>
$557,823
(448,341)
(55,462)

(17,420)
36,600
(15,636)
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Long —— term debt. ...t e e et e e et e i e e 204,629 1
Deferred income taxes and OLher. .. .. ...ttt ittt ittt ettt ti e eieeenns 40,108
StoCkholders ' QUL Y. v ittt it it e et et et et et 273,643 3
$581,278 $6
</TABLE>
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HOLNAM INC. AND SUBSIDIARIES
SCHEDULE II -- AMOUNTS RECEIVABLE FROM RELATED PARTIES AND
UNDERWRITERS, PROMOTERS, AND EMPLOYEES OTHER THAN RELATED PARTIES
FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990
(IN THOUSANDS)
<TABLE>
<CAPTION>
COLUMN D
COLUMN B DEDUCTIONS
COLUMN A BALANCE AT COLUMN C AMOUNT
e et BEGINNING -—-—----- AMOUNTS WRITTEN- OTHER
NAME OF DEBTOR OF PERIOD ADDITIONS COLLECTED OFF CHANGES (1)
<S> <C> <C> <C> <C> <C>
1992
Employee Stock Purchase
Plan..vee e iieennennnn $ 6,590 $1,076 S (356) s - S (637)
Employees' Mortgages..... 1,202 271 (70) - (76)
BoxCrow Working Capital
LOANS . vttt e et eeeeaeenns -= 5,847 -= -= (5,847) (2)
1991:
Employee Stock Purchase
Plan. ... viininnnennn. 6,361 944 (738) - 23
Employees' Mortgages..... 1,365 74 (243 - 6
BoxCrow Working Capital
LOANS .ttt vttt et eneenenn 22,600 8,026 -- (30,626) -
1990:
Employee Stock Purchase
Plan. ... e iinnennnnn 6,438 935 (1,002) -- (10)
Employees' Mortgages..... 1,222 470 (325) -= (2)
BoxCrow Working Capital
LOANS .ttt eeeeeeeennnn 18,100 4,500 - - -
</TABLE>
(1) Includes the effect of foreign currency translation.
(2) See Note 8 to the consolidated financial statements.
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HOLNAM INC. AND SUBSIDIARIES
SCHEDULE V —-- PROPERTY, PLANT AND EQUIPMENT
FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990
(IN THOUSANDS)
<TABLE>
<CAPTION>
COLUMN B
—————————— COLUMN C COLUMN E
COLUMN A BALANCE AT  --—-————- COLUMN D —==————————
e e E L L E L B e e e P e e et BEGINNING ADDITIONS  --—-—-——-—- OTHER
DESCRIPTION OF PERIOD AT COST RETIREMENTS CHANGES (1)
<S> <C> <C> <C> <C>
1992
Land, land improvements and mineral
deposits.. vt e $ 102,038 $ 1,250 $  (2,325) S (3,398)
Buildings, machinery and
equipment. ....ooiiii it e 1,454,276 10,650 (47,011) (25,652)
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91,994
56,244
26,430

COLUMN E
BALANCE AT END OF
PERIOD

NON-
CURRENT

CURRENT

- 6,590
1,149

- 6,361
1,285

- 22,600

COLUMN F

BALANCE AT
END
OF PERIOD

$ 97,565

1,392,263
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Construction in progress............ 44,331 35,853 (5,081) (31,584)
$1,600,645 $ (54,417) $ (60,634)
1991:
Land, land improvements and mineral
depPOSitS. i ettt i e e $ 102,108 S 1,445 $  (1,788) S 273
Buildings, machinery and
equipment........iiiiiii i 1,392,138 12,197 (13,738) 63,679
Construction in progress 64,616 40,536 - (60,821)
$1,558,862 $54,178 $ (15,526) $ 3,131(3) (4
1990:
Land, land improvements and mineral
AepPOSItS .t ittt e e S 87,615 $ 1,703 S (121) $ 12,911
Buildings, machinery and
equipment......oviii it 1,249,483 15,223 (11,696) 139,128
Construction in progress............ 37,092 77,484 - (49,960)
$1,374,190 $94,410 $ (11,817) $ 102,079(2)
</TABLE>
(1) Includes the effect of foreign currency translation and transfers from
construction in progress.
(2) Amount includes $88,300 in connection with the acquisition of the minority
interest in Ideal and the acquisitions of Northwestern States Portland
Cement Company, United Cement Company and Diversified Materials Inc.
(3) Amount is net of a $9,171 writedown of property, plant and equipment to
estimated recoverable values (Note 4 to the consolidated financial
statements) .
(4) Amount includes $5,263 of additions to property, plant and equipment through
acquisitions (Note 3 to the consolidated financial statements).
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HOLNAM INC. AND SUBSIDIARIES
SCHEDULE VI -- ACCUMULATED DEPRECIATION AND DEPLETION
OF PROPERTY, PLANT AND EQUIPMENT
FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990
(IN THOUSANDS)
<TABLE>
<CAPTION>
COLUMN C
COLUMN B~ ———---———-
—————————— ADDITIONS COLUMN E
COLUMN A BALANCE AT CHARGED TO COLUMN D —===———————
o BEGINNING COST AND ~  —-————————- OTHER
DESCRIPTION OF PERIOD EXPENSES RETIREMENTS CHANGES (1)
<S> <C> <C> <C> <C>
1992
Land, land improvements and mineral
depPoSitsS . i ittt e e $ 27,638 $ 2,912 S (1,285) S (1,493
Buildings, machinery and equipment........ 643,893 75,319 (35,504) (34,015)
$671,531 $ 78,231 $ (36,789) $ (35,508)
1991:
Land, land improvements and mineral
depPosSits . ittt e $ 25,748 $ 2,087 $ (240) $ 43
Buildings, machinery and equipment........ 574,246 78,106 (11, 666) 3,207
$599, 994 $ 80,193 $ (11,906) $ 3,250
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$ 27,638
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1990:

Land, land improvements and mineral
AEPOSIES e ittt ittt e e $ 23,054 $ 2,669 s --
Buildings, machinery and equipment........ 71,295 (8,689)
$ 73,964 S (8,689)
</TABLE>
(1) Includes the effect of foreign currency translation.
(2) Amount includes a reduction of accumulated depreciation and depletion of
$97,000 as a result of the acquisition of the minority interests in Ideal.
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SCHEDULE VIII
HOLNAM INC. AND SUBSIDIARIES
SCHEDULE VIII -- VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990
(IN THOUSANDS)
<TABLE>
<CAPTION>
COLUMN C
COLUMN B ADDITIONS
COLUMN A BALANCE AT CHARGED TO CHARGED TO
et et e T e e BEGINNING COST AND OTHER
DESCRIPTION OF PERIOD EXPENSES ACCOUNTS (2)
<S> <C> <C> <C>
1992
Allowance for doubtful accounts......... $ 14,058 $ 9,160 $ (652)
Reserve for spare parts obsolescence.... 1,459 2,541 -
Reserve for notes receivable............ 750 - -
Reserve for BoxCrow working capital
LT o= 30,626 -- 5,847(1)
$ 46,893 $ 11,701 $5,195
1991:
Allowance for doubtful accounts......... $ 12,375 S 4,421 $ 25
Reserve for spare parts obsolescence.... 371 1,088 -
Reserve for notes receivable............ -= 750 -
Reserve for BoxCrow working capital
J1 e T8 o 2 -= 30,626(1) -=
$ 12,746 $ 36,885 $ 25
1990:
Allowance for doubtful accounts......... $ 6,831 $ 7,023 S 583
Reserve for spare parts obsolescence.... 373 86 -
S 7,204 $ 7,109 $ 583
</TABLE>

(1) See Note 8 to the consolidated financial statements.
(2) Includes the effect of foreign currency translation.
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HOLNAM INC. AND SUBSIDIARIES

SCHEDULE IX -- SHORT TERM BORROWINGS

SCHEDULE IX
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COLUMN D
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<c>

$ (8,817)

$ (8,817)

S (2,763)

$ (2,763)

$ (2,062)

(88)

$ (2,150)

$ 25,748
574,246
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END
OF PERIOD
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FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990
(IN THOUSANDS)

<TABLE>
<CAPTION>
COLUMN F
COLUMN D COLUMN E =~ ———==———--
COLUMN C = ——=—=——=—=—==  —mmmm—m—m o WEIGHTED
COLUMN B~  —==————-— MAXIMUM AVERAGE AVERAGE
cooomn A mmmm—————— WEIGHTED AMOUNT AMOUNT INTEREST
e e e e BALANCE AT AVERAGE OUTSTANDING OUTSTANDING RATE
CATEGORY OF AGGREGATE END INTEREST DURING THE DURING THE DURING THE
SHORT-TERM BORROWINGS OF PERIOD RATE PERIOD PERIOD PERIOD
<S> <C> <C> <C> <C> <C>
1992
Short Term Borrowings Under Uncommitted
Credit Agreement........ouoeeeemeeeennnennnn $—- -= $ 6,232 $ 1,584 6.9%
Short Term Uncommitted Credit Agreement..... 3,000 3.7% 3,000 14 3.7%
1991:
Short Term Borrowings Under Uncommitted
Credit Agreement........ ..o iiiieinnennnnns — — 46,151 19,675 10.2%
1990:
Short Term Borrowings Under Uncommitted
Credit Agreement........coeviiiiiinnenennns -= -= 9,193 2,322 14.4%
</TABLE>
(1) The average amount outstanding during the period 1s calculated by using
daily balances.
(2) Weighted average interest rate during the period is calculated by dividing
the sum of interest expense by the aggregate principal amounts, factored by
the time outstanding.
SCHEDULE X
HOLNAM INC. AND SUBSIDIARIES
SCHEDULE X —-- SUPPLEMENTARY INCOME STATEMENT INFORMATION
FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990
(IN THOUSANDS)
<TABLE>
<CAPTION>
CHARGED TO
COSTS AND
ITEM EXPENSES
<S> <C>
1992
Maintenance and IFePalrsS ERDENSES . vt ittt i ittt ettt et et teata ittt teeeeeeeeaeeeeeteeteeneeeeaeeens $111,0098
Taxes, other than payroll and income taxes -- Real Estate, municipal and other.................. $ 16,306
1991:
Maintenance and rePalrs EXPENSES . .ttt ittt it ittt ittt i e e e e e e $117,671
Taxes, other than payroll and income taxes -- Real Estate, municipal and other.................. $ 15,525
1990:
Maintenance and FePalrsS ERPEIISES .t v vt v vttt ittt e et e e ae e e aaeesaeseseeeeeeeeneeeneseeneeeneeenans $118,327
Taxes, other than payroll and income taxes -- Real Estate, municipal and other.................. $ 15,424
</TABLE>
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HOLNAM INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
<TABLE>
<CAPTION>
3RD QUARTER NINE MONTHS
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<S>

For the period ended September 30

Cost Of Sales. ..t i i i it i e e
Selling, general and administrative expense.................

Income (loss) from operationsS........c.iuiiiiiiiienenennnnnn
Interest expense, Net. ... ...ttt ittt nnns
Other dIncome. .. ... i i i i it i iii e e

Income (loss) before income taxes, minority equity in net
income (loss) and the cumulative effect of changes in
accounting Principles. . ...ttt ittt i e

Income tax provision (credit)........ieiuiiiiiiiiiiniiinnnnnn

Minority equity in net income (loss)..........iiiiiiinnnn..

Income (loss) before the cumulative effect of changes in
accounting PrinCiplesS. ..ttt ittt et e e
Cumulative effect of changes in accounting principles.......

Net

INCOME (L10SS) vttt ittt ettt e ettt ettt ettt e

Net income (loss) per share
Primary:
Income (loss) before the cumulative effect of

changes in accounting principles..........iiiiiiiiinnnennn.

Net

Net

Assuming

Net

Cumulative effect of changes in accounting
PrinCiples . v ittt it i e e e

income (loss) per share..... ...ttt ittt et

income (loss) per share

full dilution:
Income (loss) before the cumulative effect of changes
in accounting principles.......ciiiiii ittt
Cumulative effect of changes in accounting
PrinCiples . vttt it it e et e e e

income (loss) per share....... ittt it inennnnnn

Weighted average common shares outstanding and common
equivalent shares outstanding

</TABLE>

The
periods

Company's business is highly seasonal; consequently results for interim
should not be considered representative of the expected results for the

full year.

<TABLE>

<CAPTION>

HOLNAM INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Receivables, net of allowance for doubtful accounts of $13,492,
$13,749 and $14,338, respectively. ...ttt i e eieeneenenns

Inventories and SUPPLIeS . ...ttt ittt ittt ittt teeeeeeeaenan

Prepaid expenses and Other. . ... ...ttt ite et teenenenanas

Total cUrrent assSets. ...ttt i it ittt it i i e

Property,

plant and equipment. ...ttt ittt ittt e et

Cost in excess of net assets acquired..........oiiiiiiiiinnennnnns
L0 ol oL = ==Y ol
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1993 1992
<C> <C>
$328, 355 $304,384
269,257 261,335
26,249 29,654
32,849 13,395
11,788 13,368
2,061 1,065
23,122 1,092
3,386 (336
2,615 (644
17,121 2,072
$ 17,121 $ 2,072
$ .13 s .02
$ .13 $ .02
$ .12 $ .02
B .12 $ .02
135,328 134,915
143,498 134,915
SEPTEMBER 30, D
1993
(UNAUDITED)
<C> <
$ 2,807
240,890
151,058
7,216
401,971
893,869
60,207
70, 635

$728,498
623,167
78,395

784

135,199
139,228

ECEMBER 31,
1992

Cc>

$ 7,527

178,540
177,875
5,271
369,213
855,882
62,008
66,029

$706,252
623,328
84,445

134,872
134,872

SEPTEMBER 30,
1992
(UNAUDITED)

<C>

$ 19,426

246,243
170,433
6,615
442,717
876,716
62,414
66,838
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LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable and accrued liabilities......... ..., $ 129,486
Notes payable and current portion of long-term debt................ 18,768
Total current liabilities...... .ottt 148,254
Long-term debt. ..t it i e e e e e e e 625,370
Deferred 1NCOmME LaAXES . i i ittt e eteeeeeeeeeeeneeeneeeeeeeeneeeneenn 55,904
Other 11abilities . i ittt ittt ettt ettt et eeeeeeeeenaeeanas 89,097
5 ool A Y 1 i Y 113,916
Preferred STOCK. . it ittt e ettt ettt 30,508
(703 11111103 o JE= w1 S 1,353
Additional paid in capital. ...t i i e e e 457,797
Retained earnings (deficit) ... .ot it (88,306
Cumulative translation adjustment.......... ..., (7,211)
Total stockholders' equUity. ...ttt ittt ittt tieaenennnn 394,141

1 $ 1,426,682
</TABLE>

F-31

HOLNAM INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
<TABLE>
<CAPTION>

<S>

Sources (uses) of net cash

OPERATIONS
D A I =
Cumulative effect of changes in accounting principles...........cvovuen..

Adjustment to reconcile income (loss) before the cumulative effect of
changes in accounting principles to cash flow from operations, net of
effects O0f ACqUISIEIONS . vt v it ittt i e e et e e e e e e ettt e e

Cash provided (used) by operations....... ...ttt iiiiinnenas
INVESTING ACTIVITIES:

Capital exXpPendifUures. @ittt ittt it ittt ettt ittt e e

Investment in unconsolidated entities........ ..o,

Acquisition of subsidiaries. .. ...ttt ittt ittt ittt

Proceeds from sales Of a@assets. ...t it i i e e

Cash used for investing activities. ... ...ttt ittt inneennnens
FINANCING ACTIVITIES:
Issuance of preferred stoCK. ... .ttt it ittt
Issuance of commoOn SEOCK. ... .ttt ittt ittt i
Net proceeds from short-term bDOrrowings..........oeieiiii it ennnnnns
Net proceeds from revolving DOrrOWINgGS. ...ttt ittt ittt eenenens
Proceeds from other long-term DOrTrOWINgS. . ...ttt teeeeenenenneneneenns
Repayment of other long-term DOrroWingsS. ... .. ... eiiiiii it it nneenenennn

Cash provided from financing activities..........iuiiiiiiiiiiiiiininnn.

Increase (decrease) 1n Cash. ... ..ttt it ittt

</TABLE>

HOLNAM INC. AND SUBSIDIARIES
SUPPLEMENTAL CASH FLOW DATA

In conjunction with the 1993 acquisition, a Holnam subsidiary assumed
existing industrial revenue bond indebtedness of $26.7 million. In conjunction
with the 1992 acquisition, a Holnam subsidiary issued $8.5 million of preferred
stock in a non-cash transaction.

In August, the Company issued a stock dividend of 10,150 shares at $50 per
share on the $50 cumulative convertible preferred stock.

Interest and income taxes paid for the nine months ended September 30, were
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$ 126,354 $ 119,540
16,013 19,903
142,367 139,443
584,452 653,652
58,253 71,935
21,484 20,312
111,100 119,360
1,350 1,349
457,156 456,992
(23,390) (18,904)
360 4,546
435,476 443,983
$1,353,132 $ 1,448,685

NINE MONTHS ENDED SEPTEMBER 30

1993 1992
<C> <C>
$(64,916) $(24,086)
65,700 -
19,426 (5,486)
20,210 (29,572)
(42,297) (34,938)
(2,538) (959)
(54,172) (3,131)
8,330 8,490
1,537 (3,833)
(89,140) (34,371)
30,000 -
1,152 182
2,800 1,684
(1,594) 21,567
30,965 51,476
(6,702) (5,056)
1,121 1,361
57,742 71,214
$(11,188) s 7,271
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as follows (in thousands) :

<TABLE>
<CAPTION>
1993 1992
<S> <C> <C>
INEErESE PAIA . e vttt ettt et ettt ettt et e e e $35,668 $40,419
TNCOME LAXES PAIA M ettt ettt e te e teeee e eneeneeeeeeeneeeeeeeneeneeeennas $ 1,823 $ 3,573
</TABLE>
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HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
(1) GENERAL

The accompanying financial statements have been prepared by Holnam Inc.
('"Holnam') without audit pursuant to the rules and regulations of the Securities
and Exchange Commission. Certain information and footnote disclosures normally
included in financial statements prepared in accordance with generally accepted
accounting principles have been condensed or omitted pursuant to such rules and
regulations. Holnam believes that the disclosures are adequate to make the
information presented not misleading when read in conjunction with the
consolidated financial statements and the notes thereto included in Holnam's
Form 10-K, as amended by Form 10-K/A-1, filed with the Securities and Exchange
Commission for the year ended December 31, 1992.

The financial information presented reflects all adjustments (consisting
only of normal recurring adjustments) which are, in the opinion of management,
necessary for a fair statement of the results for the interim periods presented.
The Company's business is highly seasonal; consequently, the results for interim
periods should not be considered representative of the expected results for the
full year.

Certain reclassifications have been made to the 1992 financial data to
conform to the 1993 presentation.

(2) ACQUISITIONS

On May 19, 1993, Holnam acquired a 75% interest 1in a partnership (the
Partnership) that operates a cement manufacturing plant located in Midlothian,
Texas. The purchase price was approximately $90.6 million.

The transaction was financed as follows:

<TABLE>
<CAPTION>

<S>

Assumption of existing industrial revenue bonds...........c.iiiiiiiiiiiiiiaa.
Drawing on a $25.0 million long-term revolving line of credit.................
Equity contribution by partner. ... ..ttt ittt ittt ettt et
Holnam equity COntribuULion. .« ..ttt ittt e et e ettt eeeennn

PN @ ] L B A=l I o N < b 1 1

</TABLE>

The Holnam equity contribution was funded via the issuance, to an affiliate
of Holderbank, of 600,000 shares of non-voting, $50 Cumulative Convertible
Preferred Stock, dividend payable in-kind at Holnam's option, each share
convertible into 13.5 shares of Holnam common stock, redeemable after May 15,
1997.

The transaction has been accounted for as a purchase and the purchase price
was allocated, based upon preliminary estimates of fair wvalue which may be
revised at a later date, as follows:

<TABLE>
<CAPTION>

<S>

REeCEIVADLES, ML . i ittt ittt ittt ettt ettt ettt ettt eeeeeeeeeeeasaaaaaaannas
Inventories and SUPP LIS ..ttt ittt it ittt ittt ettt
Property, plant and equipment. ... ...ttt ittt ittt
[0 o= = T = PN
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(IN THOUSANDS)
<c>
$ 26,700
23,859
10,000
30,000

(IN THOUSANDS)
<C>
S 6,468
5,980
6,476
75,152
606
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Accounts payable and accrued liabilities. ... iiiiiiii it iiiennennenenenns (4,123)

$ 90,559
</TABLE>
Unaudited, pro forma consolidated results of operations, assuming that the
acquisition of the Midlothian, Texas cement operation had occurred as of January
1, 1992 follow:
F-34
HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS -- (CONTINUED)
<TABLE>
<CAPTION>
NINE MONTHS ENDED
SEPTEMBER 30,
1993 1992
(IN THOUSANDS,
EXCEPT PER SHARE)
<S> <C> <C>
ST $739,869 $726,943
NEet INCOME (L10SS) v vttt ittt ettt ettt e et e e aae e eaeeeaeseeeeeeeeeeneeeeeeeeeeeeneeeneeeeaeeenes (64,826) (24,910)
Earning (loSsS) Per Share. ...ttt ittt ettt ettt ettt e e e (.48) (.18)
</TABLE>
These results include adjustments for amortization, depreciation, interest
expense and elimination of minority equity in net loss or income and are not
necessarily indicative of what the actual results of operations would have been
had the acquisition taken place on January 1, 1992.
(3) INVENTORIES AND SUPPLIES
Inventories and supplies consisted of the following:
<TABLE>
<CAPTION>
SEPTEMBER 30, DECEMBER 31,
1993 1992
(IN THOUSANDS)
<S> <C> <C>
RAW MAEETIA LS v it vttt ettt ettt ettt ee et e e eeaeeeeeeneneaneaens $ 17,374 $ 16,005
Finished goods and wWOrk—In-PrOCEeSS. .. ..ttt neenenenannnn 68,724 88,823
Supplies and SPare PartS. ...ttt itn ettt ettt 64,960 73,047
$ 151,058 $177,875
</TABLE>
(4) PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consisted of the following:
<TABLE>
<CAPTION>
SEPTEMBER 30, DECEMBER 31,
1993 1992
(IN THOUSANDS)
<S> <C> <C>
Land, land improvements and mineral depositsS................... S 113,283 $ 108,869
Buildings, machinery and equipment..........c.uuuiiiienenenennn 1,436,947 1,380,959
CoONStrUCLioN 1IN PrOgrESS . i i ittt ittt eeeneeeneeeneeenneeennns 45,998 43,519
1,596,228 1,533,347
Less-accumulated depreciation and depletion.................... 702,359 677,465
Property, plant and equipment, net........ ...t S 893,869 $ 855,882
</TABLE>

(5) LONG-TERM DEBT

In conjunction with the acquisition discussed in Note 2, a Holnam
subsidiary assumed the obligation for $26.7 million of industrial revenue bonds
maturing on December 1, 2009. A letter of credit expiring May 1, 1996 permits
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the bond trustee to draw amounts to pay principal and accrued interest for up to
65 days on the related bonds. The interest rate applicable to the bonds is based
on a weekly variable rate.

In addition, the Holnam subsidiary established a $25.0 million unsecured
revolving credit facility, which reduces by $5.0 million per year until
termination in 1996. Interest on the facility varies with LIBOR.

The obligations of the Holnam subsidiary under the letter of credit and the
revolving credit facility are guaranteed jointly and severally by Holnam Inc.
and its partner in the investment.

HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS -- (CONTINUED)

(6) CONTINGENCIES

A Holnam subsidiary is a defendant or third party defendant in
approximately 77 silicosis actions. Ideal (a Holnam predecessor) is also named a
defendant in several of these actions. Other filings may occur in the future. In
those lawsuits which specify damages, the individual claims range from $600,000
to $4 million. Historically, most actions have been resolved before trial with a
number of defendants contributing to each settlement. To date, the Company's
disposition cost per case has not been material, nor has the aggregate
disposition cost for all such cases. Although the ultimate outcome of these
matters cannot be predicted with certainty, management of Holnam believes that
the resolution of these actions will not have a material adverse effect on
Holnam's consolidated financial position or results of operations.

Under an agreement with the Air Quality Division of the Michigan Department
of Natural Resources, Holnam conducted testing in 1991 at its Dundee, Michigan
plant to determine what control devices, 1in addition to the baghouse completed
in 1991, are necessary to achieve satisfactory opacity of the kiln stack plume.
Based on such testing, Holnam believes that the use of gas stream absorbents
results in an acceptable opacity level. Holnam has presented the results of the
testing to the Michigan Department of Natural Resources and is negotiating
permit conditions with the Air Quality Division.

There are various other contingent liabilities and pending legal and
environmental proceedings involving Holnam or Holnam's subsidiaries which are
considered by management as incidental to its ordinary course of business.
Although the final outcome cannot be predicted with the certainty, management
believes that the resolution of these matters will not have a material adverse
effect on Holnam's consolidated financial position or results of operations.

(7) CHANGES IN ACCOUNTING PRINCIPLES
POSTRETIREMENT BENEFITS OTHER THAN PENSIONS

Effective January 1, 1993, the Company adopted the provisions of Statement
of Financial Accounting Standards (SFAS) No. 106 'Employees' Accounting for
Postretirement Benefits Other than Pensions', which requires companies to
recognize the liability for postretirement benefits as they are earned by their
employees (other than employees of St. Lawrence). Holnam provides health care
and life insurance benefits for substantially all current and former employees
who retired from active service and their dependents. Benefits are extended to
dependents of deceased retirees for one year following the death of the retiree.
Employees retiring prior to January 1, 1996 will receive benefits in accordance
with wvarious individual plan agreements. Employees retiring after January 1,
1996 will receive a fixed dollar subsidy that can be used to purchase one of the
three retiree medical plans, with differences between the subsidy amount and the
total cost of coverage being paid by the retiree. The health care and life
insurance benefit plans are unfunded. In adopting SFAS No. 106, Holnam elected
to immediately recognize, as of January 1, 1993, the wunfunded, Accumulated
Postretirement Benefit Obligation (the Transition Obligation) of approximated
$67.0 million ($64.0 million net of applicable income taxes) as a cumulative
effect of a change in accounting principle. The Expected Postretirement Benefit
Obligation as of January 1, 1993 approximated $71.0 million. The adoption of
this standard will result in 1993 postretirement benefit expense of
approximately $5.5 million, an increase of approximately $2.0 million over the
estimated 1993 cash costs. The Transition Obligation, Expected Postretirement
Benefit Obligation and the 1993 postretirement benefit expense all differ from
the Company's previously disclosed estimates as a result of finalizing actuarial
calculations.

The actuarial assumptions used are as follows:
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HOLNAM INC. AND SUBSIDIARIES
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS -- (CONTINUED)
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<TABLE>
<CAPTION>
Initial annual health care trend rate
<S>
Pre-age 65 benefits. it i i e e et et e e e e
Post-age 65 benef it s . ittt i e e e e e e et et e e e e e
I IR = T T 0B B o i ar= ol
Average remaining service Period (YEaIS) « it i ittt it ettt eeneeeeneeeeeeneneaeennas
</TABLE>

A one percent increase in the health care cost trend rate would result in a
transition obligation of approximately $72.5 million and annual service and
interest costs of approximately $6.0 million.

ACCOUNTING FOR INCOME TAXES

Effective January 1, 1993, Holnam adopted the provisions of SFAS 109,
'"Accounting for Income Taxes.' SFAS 109 replaced SFAS 96, of the same title,
which Holnam previously used to account for income taxes. The effect of adopting
SFAS 109 was to recognize a deferred tax liability of $1.7 million that was not
recognized under SFAS 96. In addition, Holnam determined that approximately $160
million of tax benefits did not satisfy the recognition criteria set forth in
the standard. Accordingly, a valuation allowance was recorded against the
deferred tax asset.

A valuation allowance is provided when it is more likely then not that some
portion of the deferred tax asset will not be realized. Holnam has established a
valuation allowance for the full amount of operating loss carry forwards which
are not anticipated to offset existing net taxable temporary differences. Future
utilization of operating loss carryforwards currently fully reserved will depend
on Holnam's ability to generate future taxable income, the Company's ability to
sustain the ordinary (versus capital) 1loss treatment of approximately $136
million of net operating loss carryforwards, as well as the resolution of any
issues which may result from an audit by the Internal Revenue Service.

(8) SUBSEQUENT EVENT

On November 8, 1993, the Company announced the calling of all its $15.3
million 9.25% sinking-fund debentures outstanding, due in 2000, at a price of
$1,009.30 per $1,000.00 principal amount, plus accrued interest. The redemption
will occur in December, 1993.
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ANNEX A
FORM OF
CERTIFICATE OF OWNERSHIP AND MERGER
OF
HOLCEM INC.
(A DELAWARE CORPORATION)
INTO
HOLNAM INC.
(A DELAWARE CORPORATION)
(FILED PURSUANT TO SECTION 253 OF
THE GENERAL CORPORATION LAW OF
THE STATE OF DELAWARE)
The undersigned hereby certify that:
(1) Holnam Inc. ('Holnam') was incorporated on the 8th day of May, 1981

under the name HOFI North America Inc. pursuant to the General Corporation Law
of the State of Delaware.

(2) Holcem Inc., a corporation incorporated on the 23rd day of December,
1993 pursuant to the General Corporation Law of the State of Delaware
('Holcem'), owns more than 90% of the issued and outstanding shares of common
stock, par wvalue $.01 per share, of Holnam and 100% of the issued and
outstanding shares of 7% Cumulative Convertible Preferred Stock, par value $.10
per share, of Holnam, which constitute all the outstanding classes of stock of
Holnam.

(3) The directors of Holcem, at a meeting duly called and held on January
7, 1994, unanimously adopted the following resolutions authorizing the merger of
Holcem with and into Holnam (the 'Merger') and the amendment of the Restated
Certificate of Incorporation, as amended, of Holnam:

MERGER OF HOLCEM WITH HOLNAM
RESOLVED, that, pursuant to Section 253 of the General Corporation Law of

the State of Delaware (the 'DGCL'), Holcem merge (the 'Merger') with and into
Holnam Inc., a Delaware corporation ('Holnam').
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RESOLVED, that at the effective time of the Merger each outstanding share
of common stock of Holnam (other than any shares owned by Holcem and subject to
the rights of stockholders of Holnam who perfect their dissenters' appraisal
rights) be converted into the right to receive $7.65 in cash (the 'Cash
Consideration') upon the surrender of the certificates for such shares of common
stock of Holnam to the paying agent for Holdernam Inc.

RESOLVED, that this Board of Directors has reviewed and considered such
information from and related to Holnam and concerning the Merger as it deemed
relevant and appropriate, and a presentation by and the opinion of Merrill
Lynch, Pierce, Fenner & Smith, dated January 7, 1994 and addressed to Holcem and
certain affiliates of Holcem, concerning the fairness of the Cash Consideration
to be received by the stockholders of Holnam other than Holcem and, on the basis
of such review and consideration, this Board of Directors finds the Merger to be
fair to the stockholders of Holnam other than Holcem.

RESOLVED, that upon the surrender by Holdernam Inc., a Delaware corporation
and the owner of all the issued and outstanding capital stock of Holcem
('Holdernam'), of the certificates for the shares of common stock of Holcem to
the paying agent after the effective time of the Merger, Holnam shall deliver or
cause to be delivered to Holdernam certificates for (a) 1,000 shares of common
stock of Holnam in lieu of the 128,491,701 shares of common stock of Holnam held
by Holcem prior to the Merger, and (b) 1,034.71333 shares of 7% Cumulative
Convertible Preferred Stock of Holnam in lieu of the 620,828 shares of the 7%
Cumulative Convertible Preferred Stock of Holnam held by Holcem prior to the
Merger, which newly issued certificates shall represent all the issued and
outstanding equity securities of Holnam immediately after the Merger.

RESOLVED, that the stockholders of Holnam other than Holcem shall have
appraisal rights as set forth in Section 262 of the DGCL.

RESOLVED, that the proper officers of Holcem are authorized to execute,
acknowledge, file and record a certificate of ownership and merger in accordance
with the requirements of Section 253 of the DGCL (the 'Certificate of Ownership
and Merger') and to cause the Merger to become effective, all without further
action by this Board of Directors.

RESOLVED, that at any time before the Certificate of Ownership and Merger
is filed with the Secretary of State of the State of Delaware, this Board of
Directors may amend these resolutions and abandon the Merger, all in the manner
and to the extent permitted by Sections 253 (c) and 251(d) of the DGCL.

AMENDMENT OF THE RESTATED CERTIFICATE OF INCORPORATION OF HOLNAM

RESOLVED, that wupon the effectiveness of the Merger, the restated
certificate of incorporation, as amended, of Holnam be amended as follows:

(a) The preamble of Article FOURTH shall be amended so that, as
amended, said preamble shall be and read as follows:

'"FOURTH: The total number of shares of stock of all classes which
the corporation is authorized to issue is 4,000 shares, consisting of
2,000 shares of Common Stock, par value $.01 per share (the 'Common
Stock'), and 2,000 shares of Preferred Stock, par value $.10 per share
(the 'Preferred Stock'). The voting powers, designations, preferences,
relative rights, qualifications, limitations and restrictions of each
class shall be as follows:'

(b) The resolutions set forth in the Certificate of Designation of the
7% Cumulative Convertible Preferred Stock, par value $.10 per share (the
'Series A Preferred'), of Holnam dated as of June 2, 1993 shall be amended
as follows:

(i) The Series A Preferred shall consist initially of 1,000 shares
instead of the 600,000 shares currently provided in the first and tenth
such resolutions and the 10,150 shares and 10,678 shares of Series A
Preferred Stock issued on August 15 and November 15, 1993, respectively,
as dividends shall instead aggregate 34.71333 shares;

(ii) The form of stock certificate annexed thereto as Exhibit A
shall be amended to the extent necessary to reflect the changes in the
Series A Preferred set forth herein;

(1iii) The annual preferential cumulative dividend per share set
forth in the third such resolution shall be changed from $3.50 per share
to $2,100.00 per share effective as of the date hereof;

(iv) The preferential distribution provided in clause (x) of the
fifth such resolution shall be changed from $50 per share to $30,000 per
share;

(v) The number of shares of Common Stock into which each share of
Series A Preferred may be converted shall be changed from 13.5 shares
set forth in the sixth such resolution to 0.06 shares; and
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(vi) The table of Redemption Prices set forth in the seventh such
resolution is replaced in its entirety by the following table:

<TABLE>
<CAPTION>
REDEMPTION

REDEMPTION DATE PRICE
<S> <C>
From May 15, 1997 to May 14, 1908. ...ttt ittt ittt ittt $ 31,260
From May 15, 1998 to May 14, 1990, ... ittt ittt ittt ittt en it $ 31,050
From May 15, 1999 to May 14, 2000. ...ttt ittt ittt ittt enennnnnn $ 30,840
From May 15, 2000 to May 14, 2001 ... ..ttt ittt enenennns $ 30,630
From May 15, 2001 to May 14, 2002. ...ttt ittt nenennns S 30,420
From May 15, 2002 to May 14, 2003 . . ¢t uttuintteeetteeeeaeeeaneeeenneeennns $ 30,210
On or after May 15, 2003 . .ttt ittt ee et ttee et tee e ttee ettt e $ 30,000

</TABLE>

(4) The Merger has been duly approved by the sole stockholder of Holcem at
a meeting duly called and held on January 7, 1994.

(5) The Restated Certificate of Incorporation, as amended, of Holnam,
further amended as provided in paragraph (3) above, shall be the certificate of
incorporation of the surviving corporation.

(6) The Merger shall become effective as of the close of business on the
date on which this Certificate of Ownership and Merger is filed with the
Secretary of State of the State of Delaware, at which time Holcem shall merge
with and into Holnam, which, as the surviving corporation, shall continue its
corporate existence under the laws of the State of Delaware under its current
name, Holnam Inc.

IN WITNESS WHEREOF, Holcem Inc. has caused this Certificate of Ownership
and Merger to be signed in its corporate name by its President and attested by
its Secretary, and each signatory acknowledges, under penalties of perjury, that
this instrument is the act and deed of Holcem Inc. and that the facts stated

herein are true as of the day of February, 1994.
HOLCEM INC.
By:

NAME: PETER BYLAND
TITLE: PRESIDENT

ATTEST

NAME: PIERRE F. HAESLER
TITLE: SECRETARY

ANNEX B
PROJECTIONS FOR HOLNAM OPERATIONS

The following projections for Holnam Operations assume the following:

(1) Total Cement Sold (in short tons):

<TABLE>
<S> <C> <C>
Histordcale w v i ot ittt it ettt ettt ettt e eeeaeeeneeenn 1991 8,967,000
1992 10,023,000
B el CY o= = I i 1993 10,386,000
2 Lo L 1 I 1994 10,989,000
D o E Y w0 o= - 1995-1998 11,000,000
1999 10,500,000
2000-2001 10,000,000
2002 10,500,000
</TABLE>
(2) Total Weighted Average Price (per short ton):
<TABLE>
<S> <C> <C>
HIiStoriCale vttt ittt ittt ettt ettt ettt eeeeeeeeeeeeeeeeeeeeeenns 1991 $53.20
1992 $52.36
ol Y o T ¥ AP 1993 $55.43
2R TG L  wA 1994 $57.82
2 ey o T Yo o o Yo = 1995 $60.32
1996 $62.32
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1997-1998 $S6
1999-2002 $6

</TABLE>
The following projections were not prepared with a view toward complianc
with published guidelines of the Commission or the American Institute o
Certified Public Accountants regarding projections and forecasts or generall
accepted accounting principles. Accordingly, such projections are no

necessarily indicative of

inherent uncertainty of projections and forecasts for such lengthy periods, none
of Holderbank, Holdernam, Holcem, the Company, St. Lawrence, Merrill Lynch or
any other person assumes any responsibility for their accuracy.
HOLNAM OPERATIONS
INCOME STATEMENT 1991 - 2002
<TABLE>
<CAPTION>
HISTORICAL
————————————————————— FORECAST BUDGET
(US$ IN '000 ) 1991 1992 1993 1994
<S> <C> <C> <C> <C>
Cement SalesS. ...ttt nennenns 477,044 524,820 521,976 635,384
Other Sales.. ..t ittt 48,246 35,522 25,322 17,523
Total Sales. ... i ennennn 525,290 560,342 547,298 652,907
Total Costs of Sales....ueeiniinnennnn. 465,341 476,108 449,677 505,163
Gross Margin (as reported) (1) ........... 59,949 84,234 97,621 147,744
(Addback: Depreciation) (1) ........cuov.on. 50,351 48,407 48,384 52,079
Gross Margin (as restated).............. 110,300 132,641 146,005 199,823
Selling EXPeNSe. . vt ii et eenenenns 27,318 28,214 29,617 30,579
Administrative ExXpense..........oeuveee.. 32,362 28,742 30,150 30,051
Other (Income)/EXPeNnSe.....oveeeenennenn. (3,540) (1,634) (2,250) (2,047)
Contribution TLP. ...ttt nenennnn. -= -— 5,922 -=
EBI DA . ottt et et ettt ettt 54,160 77,319 94,410 141,240
Depreciation.....ooeiiiiin it 50,351 47,049 41,874 48,519
AMOrtTisation. v e ettt ettt 0 1,358 6,510 3,560
3= I 3,809 28,912 46,026 89,161
Interest Expenses:
(Interest Income) @ 2.50%........000u0.n. - - - -
Revolving Line of Credit @ 4.44%........ -= - - -=
Revolving Line of Credit @ 3.94%........ -- - - --
TLP Revolving Credit @ 4.06%............ - - - -
Senior @ 9.85% ...t i - -- - -
Senior @ 8.03% ...t - -- - -
Senior @ 9.50%. ...t - -- - -
Senior @ 8.00%. ... - - - -
Industrial Revenue Bonds €@ 6.80%........ - - - -
Subordinated Notes @ 8.00%.............. -= -- -= -=
Subordinated Notes @ 9.60%.............. - -- -= -
Subordinated Notes @ 16.00%............. -= - - -
Total Net Interest Expense.............. 43,986 40,383 37,800 40,825
Extraordinary ExXpenses...........c.oou... 60,364 - 64,000 -=
Pretax Profit.........iiiiiiiiniinnnnns (100,541) (11,471) (55,774) 48,336
Tax (Credit) Provision @ 40.00%......... (10,385) 109 2,415 7,300
Minority Interest........iiiiiiinnennn. -= -= -= 3,184
Net Income (LOSS) e vt evueeeneeeneeennnnnn (90,156) (11,580) (58,189) 37,852
<CAPTION>
PROJECTIONS
(US$ IN '000 ) 1995 1996 1997 1998 1999 2000 2001
<S> <C>
Cement SalesS......uiiiiiiiiiiiniinennenns 663,520 685,520 707,520 707,520 654,360 623,200 623,200
Other Sales.....iiiiiiiii i innenns 17,000 17,000 17,000 17,000 17,000 17,000 17,000
Total Sales.. vttt it ennenns 680,520 702,520 724,520 724,520 671,360 640,200 640,200
Total Costs of Sales....viviiniinnnenn. 519,791 532,827 527,161 527,496 520,633 514,945 517,364
Gross Margin (as reported) (1)........... 160,729 169,693 197,359 197,024 150,727 125,255 122,836
(Addback: Depreciation) (1) .............. 57,780 62,605 65,064 67,854 70,948 74,321 77,952

current values
significantly more or less favorable than as

or future performance,
set forth therein.
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Gross Margin (as restated)..............
Selling EXPensSe. . vt ieenneennneennens
Administrative Expense............coovu.n
Other (Income)/EXPENSe.....oveuvenennenn.
Contribution TLP.......uiiiiii i ennnnn.
=
Depreciation......couiiiii i
Amortisation........ .o,
0 2
Interest Expenses:

(Interest Income) @ 2.50%.........0.000...
Revolving Line of Credit @ 4.44%........
Revolving Line of Credit @ 3.94%........
TLP Revolving Credit @ 4.06%............
Senior @ 9.85%. ...t
Senior @ 8.03%. ...t iinnnnns
Senior @ 9.50%. ...t
Senior @ 8.00%. ...
Industrial Revenue Bonds @ 6.80%........
Subordinated Notes @ 8.00%..............
Subordinated Notes @ 9.60%..............
Subordinated Notes @ 16.00%.............
Total Net Interest Expense..............
Extraordinary Expenses............ceveu..
Pretax Profit........ ...
Tax (Credit) Provision @ 40.00%.........
Minority Interest.........ciiiiiinnnnn
Net Income (LOSS) cuvvuienennnenennnnnn
<CAPTION>

(USS$ IN '000 )

<S>

Cement SaleS.....iiiiiiiiiiiinininnnnnn.
Other Sales.....iiiiiiii ittt
Total Sales.....uiiiiiiiiiiininnnnnn.
Total Costs of Sales....................
Gross Margin (as reported) (1)...........
(Addback: Depreciation) (1).............
Gross Margin (as restated)..............
Selling EXPeNSe. . vue i ineneenenenns
Administrative Expense..............o...
Other (Income)/EXPENnSe.....veeeeneenenn.
Contribution TLP.......uiiiiinnennnnn.
02
Depreciation. ...ttt
Amortisation....... ...t
D
Interest Expenses:

(Interest Income) @ 2.50%...............
Revolving Line of Credit @ 4.44%........
Revolving Line of Credit @ 3.94%........
TLP Revolving Credit @ 4.06%............
Senior @ 9.85%. ...t
Senior @ 8.03%. ...ttt iinnnens
Senior @ 9.50%. ...t
Senior @ 8.00%. ...t
Industrial Revenue Bonds @ 6.80%........
Subordinated Notes @ 8.00%..............
Subordinated Notes @ 9.60%..............
Subordinated Notes @ 16.00%.............
Total Net Interest Expense..............
Extraordinary EXPEeNnses.........coeeeeu.n.
Pretax Profit........ . i,
Tax (Credit) Provision @ 40.00%.........
Minority Interest.........iiiiinnennnn
Net Income (LOSS) cuviiiinninnnennnnnn
</TABLE>

218,509
31,558
31,013

(2,047)

54,220

(113)
1,669
1,181

366
6,895
2,409

570
2,800
4,891

320
1,548

800

<C>
664,860
17,000
681,860
526,806
155,054
81,819
236,873
38,812
38,142
(2,047)

0
0
0
0
4,551
0
0
0

74,935
31,398
2,862

232,298
32,504
31,943

(2,047)

169,898
59,045
3,560

107,293

(113)
1,047
1,181
0
3,448
2,409
285
2,100
4,891
160
1,548
800
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262,423
33,479
32,901

(2,047)

198,089
61,504
3,560

133,025

(113)
796
1,181
0
2,266
2,409
0
700
4,891
0
1,548
800

118,548
48,843
4,750

264,878
34,484
33,888

(2,047)

198,552
64,294
3,560

130,699

(113)
1,373
1,181

0
2,266

121,101
49,864
4,667
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221,674
35,518
34,905

(2,047)

153,298
67,388
3,560

(113)

199,576
36,584
35,952

(2,047)

129,087
70,761
3,560

200,788
37,681
37,031
(2,047)

128,123
74,392
3,560

4,55
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(1)
presentation
to determine EBITDA.

HOLNAM OPERATIONS

CASH FLOWS STATEMENT 1991 - 2002
<TABLE>

<CAPTION>

('000 USS)

<S>
Net Income

Noncash Charges (Credits)

Depreciation of PP&E.........covnnn.
Amortisation of Goodwill..............

Net (Gain) Loss on Sale of Fixed

= U
Deferred Income TaxesS.........oeuunun.
Postretirement benefit Obligation....

Minority Interest (net of capital

returned) « o i ittt e e e e
Extraordinary Items..........ocvuuunn

Changes in Assets and Liabilities

(Increase) Decrease in Receivables....
(Increase) Decrease in Inventories....
(Increase) Decrease in Prepayments....
(Decrease) Increase in Accounts
Payable. ..ottt it i
(Increase) Decrease in Other Working
Capital. .ttt it

Cash provided by Operations...........
Cash Flow Before Investments..........

Proceeds from Sale of Assets..........
Capital Expenditures..................
Investments in Affiliates.............
Advances to Box -— Crow...............
Lawrence....
Other Investing Activities............

Dividends Received from St.

Cash used for Investments.............

Cash Flow Before Financing............

Net Proceeds (Repayment)

Proceeds from Short-Term Borrowings...
Repayment of Short-Term Borrowings....
Repayment of Other Borrowings.........
Proceeds from Other Borrowings........
Issuance of Common Stock..............
Issuance of Preffered Stock...........

Cash (Used for) Provided by Financing...
Net Increase (Decrease) in Cash.......
Cash Balance -- Beginning of Year.....
Cash Balance -- End of Year...........
<CAPTION>

('000 USS$)

<S>

Net Income (LOSS) . uiiiiiiiiennnnnnnns
Noncash Charges (Credits)

Depreciation of PP&E...... .. ccvinnn
Amortisation of Goodwill..............

Net (Gain) Loss on Sale of Fixed

33

-- Revolver....

Holnam recognises Depreciation as part of its Cost of Sales.
in the Income Statements,

For purposes of

Depreciation was separated in order

HISTORICAL
———————————————————— FORECAST BUDGET
1991 1992 1993 1994
<C> <C> <C> <C>
(90,156) (11,580) (58,189) 37,852
50,351 47,049 41,874 48,519
0 1,358 6,510 3,560
(78) (2,186) (194) 0
(13,577) 179 1,880 2,300
0 0 0 2,000
0 0 0 2,437
60,364 -- 64,000 --
6,034 3,083 4,039 (3,863)
(9,637) 12,853 (9,487) 610
1,304 3,963 (12,516) 0
5,079 (5,289) 1,454 5,138
7,136 (4,127) (868) 0
16,820 45,303 38,503 98,553
16,820 45,303 38,503 98,553
1,062 12,724 0 0
(29,348) (31,800) (44,456) (61,900)
(10,207) (1,551) (37,034) (72)
(8,026) 0 0 0
8,841 1,968 0 0
(1,937) 2,374 2,507 0
(39,615) (16,285) (78,983) (61,972)
(22,795) 29,018 (40,480) 36,581
(90,000) (20,000) (4,372) (27,050)
0 3,000 55,500 0
0 0 (58,500) 0
(68,026) (66,993) (14,829) (11,000)
185,000 50,000 30,000 0
387 347 1,153 0
0 0 30,000 0
27,361 (33,646) 38,952 (38,050)
4,566 (4,628) (1,528) (1,469)
7,589 12,155 7,527 5,999
12,155 7,527 5,999 4,530
PROJECTIONS
1995 1996 1997 1998
<C> <C> <C> <C>
44,698 52,298 69,705 71,237
54,220 59,045 61,504 64,294
3,560 3,560 3,560 3,560
0 0 0 0
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Deferred Income TaxXeS........vuovuunnnn
Postretirement benefit Obligation.....

Minority Interest (net of capital

FEEUTNEd) v v ittt e e et e et e
Extraordinary ItemsS.........cvuovuvuen.n

Changes in Assets and Liabilities

(Increase) Decrease in Receivables.....
( ) Decrease in Inventories.....
(Increase) Decrease in Prepayments.....
( )

Increase

Decrease) Increase in Accounts

Payable. ...t e e e

(Increase) Decrease in Other Working

Capital. vttt i i e
Cash provided by Operations............
Cash Flow Before Investments...........

Proceeds from Sale of Assets...........
Capital Expenditures...................
Investments in Affiliates..............
Advances to Box —— CrOW........oueeuennn
Dividends Received from St. Lawrence....
Other Investing Activities.............

Cash used for Investments..............
Cash Flow Before Financing.............

Net Proceeds (Repayment) -- Revolver....
Proceeds from Short-Term Borrowings....
Repayment of Short-Term Borrowings.....
Repayment of Other Borrowings..........
Proceeds from Other Borrowings.........
Issuance of Common Stock...............
Issuance of Preffered Stock............

Cash (Used for) Provided by Financing...

Net Increase (Decrease) in Cash........

Cash Balance -- Beginning of Year......
Cash Balance -- End of Year............
<CAPTION>

('000 US$)

<S>

Net Income (LOSS) .uviiiiiennenennnnn

Noncash Charges (Credits)

Depreciation of PP&E. ... ...,
Amortisation of Goodwill...............

Net (Gain) Loss on Sale of Fixed

ASSEeLS .ttt e
Deferred Income TaXeS......ouoeueuennnn
Postretirement benefit Obligation.....

Minority Interest (net of capital

returned) ... . i i i e
Extraordinary ItemsS.........c.ovuvuen..

Changes in Assets and Liabilities

(Increase) Decrease in Receivables.....
Decrease in Inventories.....

Increase

( )
(Increase) Decrease in Prepayments.....
( )

Decrease) Increase in Accounts

Payable. ...ttt e

(Increase) Decrease in Other Working

Capital. vttt e e e e e
Cash provided by Operations............
Cash Flow Before Investments...........

Proceeds from Sale of Assets...........
Capital Expenditures...................
Investments in Affiliates..............
Advances to Box -— Crow................
Dividends Received from St. Lawrence....
Other Investing Activities.............

2,300 2,300 2,300

2,000 2,000 2,000

2,684 2,874 3,563

(11,003) (2,956) (2,956)

(23,890) (3,136) 1,363

0 0 0

(3,274) 2,028 (881)

0 0 0

71,295 118,013 140,157

71,295 118,013 140,157

0 0 0

(58, 685) (46,239) (100,000)

0 0 0

0 0 0

0 0 0

0 0 0

(58, 685) (46,239) (100,000)

12,610 71,774 40,157

28,190 (14,024) (5,657)

0 0 0

0 0 0

(40,800) (57,750) (34,500)

0 0 0

0 0 0

0 0 0

(12,610) (71,774) (40,157)

0 0 0

4,530 4,530 4,530

4,530 4,530 4,530

2002
<C>

43,537
78,259
3,560
0
2,300
2,000
2,147
(5,598)
(2,271)
0
1,469
0
125,402
125,402
0
(100,000)
0
0
0
0
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Cash used for Investments............... (100,000)

Cash Flow Before Financing.............. 25,402
Net Proceeds (Repayment) -- Revolver.... (9,137)
Proceeds from Short-Term Borrowings..... 0
Repayment of Short-Term Borrowings...... 0
Repayment of Other Borrowings........... 0
Proceeds from Other Borrowings.......... 0
Issuance of Common Stock................ 0
Issuance of Preffered Stock............. 0

Cash (Used for) Provided by Financing... (9,137)

Net Increase (Decrease) in Cash......... ié:;g;

Cash Balance —- Beginning of Year....... ;:;;;

Cash Balance — End of Year............. ;6:;;;

<maeLes
34

HOLNAM OPERATIONS

EQUITY BASIS BALANCE SHEET 1991 -- 2002
<TABLE>
<CAPTION>
HIST
('000 US$) 1991
<S> <C>
ASSETS
Current Assets
Cash . ittt it e e e 12,155
Accounts Receivable..........c.vuuonn. 76,584
Inventories & Supplies............... 118,499
Prepayments. . ...ttt 7,112
Total Current ASSEtS...uieeeeeeeenneennn 214,350
Property,Plant & Equipment -- Net....... 558,950
Other Assets
Cost in Excess of Net Fixed Assets... 39,892
Investment in St. Lawrence........... 197,691
Other Assets......iiiiiiiiiiiieenns 15,874
Total Other ASsSetS....iiiieeeeeeeennennn 253,457
Total ASSelS ..ttt eeeeeeeeeneeennn 1,026,757
Liabilities & Net Worth
Current Liabilities
Accounts Payable & Accrued
Liabilities . et n et iiieeeennnn 74,897
Current Maturity of Long-Term Debt... 15,327
Total Current Liabilities............... 90,224
Long-Term Debt........... ... . i, 409,611
Deferred TaXeS...ue e oot eeneeeeneeennns 17,966
Deferred Credits & Liabilities.......... 27,748
Shareholders' Equity
Common Stock.......ciiiiiiiiiiennnn 1,349
Paid in Capital.......ciiiiiiiiinn. 456,810
Retained Earnings.........coovuiviennnn 5,182
Minority Interest TLP..........c.u... 0
Currency Translation Adjustments..... 17,867
Total Shareholders' Equity.............. 481,208
Total Liabilities & Shareholders'
T L e N 1,026,757

<CAPTION>

ORICAL

7,527
72,287
104,685
2,999

38,534
162,718
15,256

216,508
935,130

1,350
457,156
(23,390)

FORECAST
1993

6,000
76,580
101,770
2,779

32,024
149,311
18,006

199,341
985,961

32,394
457,264
(86,522)
11,889
(7,249)
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BUDGET
1994

4,531
80,443
101,160
2,779

28,464
149,311
18,078

195,853
996,013

32,394
457,264
(48,670)
14,326
(7,249)
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('000 USS)

<S>
ASSETS
Current Assets

Inventories & Supplies...............
Prepayments. v vttt

Total Current Assets........ciiiiiuvn.n.

Property,Plant & Equipment -- Net.......

Other Assets

Cost in Excess of Net Fixed Assets...
Investment in St. Lawrence...........
Other Assets.......iiiiiiiiiiiiin.

Total Other Assets........iiiiiiin.n.
Total ASSELS. ittt ittt

Liabilities & Net Worth
Current Liabilities
Accounts Payable & Accrued

Liabilities....oviiiiiiniiniinnn..
Current Maturity of Long-Term Debt...

Total Current Liabilities...............
Long-Term Debt....... ... ..
Deferred TaXeS....ue i enennnnn

Deferred Credits & Liabilities..........

Shareholders' Equity

Common StoCK.....iuiiiiiiiiiininnnn.
Paid in Capital......cciiiiiiiinn.
Retained Earnings.........coevuivinennn
Minority Interest TLP..........c.u...
Currency Translation Adjustments.....

Total Shareholders' Equity..............

Total Liabilities & Shareholders'

<CAPTION>
(000 USS$)
<8>

ASSETS
Current Assets

Inventories & Supplies...............
Prepayments....ouiiiiiiiiiiiiiiiienn.

Total Current Assets.............c.o...

Property,Plant & Equipment -- Net.......

Other Assets

Cost in Excess of Net Fixed Assets...
Investment in St. Lawrence...........
Other Assets........oiiiiiiiiiinn.

Total Other Assets......... ...
Total ASSetS. .ttt ittt i,

Liabilities & Net Worth
Current Liabilities
Accounts Payable & Accrued

Liabilities....oviiiiiiiiin i,
Current Maturity of Long-Term Debt...

Total Current Liabilities...............

24,904
149,311
18,079

192,294
1,031,811

4,530
86,028
124,466
2,779

3,544
149,311
18,079
170,934
1,153,304

21,344
149,311
18,079

188,734
1,021,537

(16)
149,311
18,079
167,374
1,195,620

PROJECTIONS

17,784
149,311
18,079

185,174
1,058,066
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14,224
149,311
18,079

181,614
1,090,293

10,664
149,311
18,079

178,054
1,110,551

7,104
149,311
18,079

174,494
1,130,674
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Long-Term Debt......ouiiiiiiiiiinnennn.
Deferred TaXeS....ue e iieninenennenennn
Deferred Credits & Liabilities..........

Shareholders' Equity
Common StoCK.......viiiiiiiinnn.
Paid in Capital......oeiiiiiniinn.n.
Retained EarningsS......oeeeeeeeenennnn
Minority Interest TLP...........c....
Currency Translation Adjustments.....

Total Shareholders' Equity..............

Total Liabilities & Shareholders'

</TABLE>
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HOLNAM OPERATIONS

PP&E ANALYSIS 1991 to 2002
<TABLE>

<CAPTION>

('000 USS)

<S>

Existing Net PP&E......iiuiiiinnennnn.
Depreciation on exist. Net PP&E(t-1)....
Dep/Net PP&E. ...ttt ennnns

Balance Net PP&E Beginning of Year......
Capital Expenditure.............ccoovun..
Total Depreciation........... ...
Other Adjustment to Net PP&E............

Balance Net PP&E End of Year............

<CAPTION>

('000 USS)

<S>

Existing Net PP&E....... ...
Depreciation on exist. Net PP&E
Dep/Net PP&E . ..ttt e ettt eeeeeneens

Balance Net PP&E Beginning of Year......
Capital Expenditure.............c.ovun..
Total Depreciation...............vvu.n.
Other Adjustment to Net PP&E............

Balance Net PP&E End of Year............

<C>
409,596
36,069
8.1%

4,750
3,742
6,550
6,550
6,550
6,550

709,721
100,000
70,761

<C>
376,446
33,150
8.1%

4,750
3,742
6,550
6,550
6,550
6,550
6,550

738,960
100,000
74,392

132,767 123,630
32,867 35,167
107,075 109,075
32,394 32,394
457,264 457,264
285,744 329,281
31,963 34,109
(7,249) (7,249)
800,116 845,800
1,153,304 1,195,620
HISTORICAL
———————————————————— FORECAST BUDGET
1991 1992 1993 1994
<C> <C> <C> <C>
558,950 531,124 599,491 611,247
50,351 47,049 41,874 48,519
NA 8.4% 7.9% 8.1%
Year CAPEX Rate
1995 58,685 8.09%
1996 46,239 8.09%
1997 100,000 6.55%
1998 100,000 6.55%
1999 100,000 6.55%
2000 100,000 6.55%
2001 100,000 6.55%
2002 100,000 6.55%
New Depreciation
Total Depreciation
599,491
61,900
48,519
1,625
611,247
PROJECTIONS
1995 1996 1997 1998 1999
<C> <C> <C> <C> <C>
624,628 574,075 527,613 484,911 445,665
49,470 50,553 46,462 42,702 39,246
8.1% 8.1% 8.1% 8.1% 8.1%
4,750 4,750 4,750 4,750 4,750
3,742 3,742 3,742 3,742
6,550 6,550 6,550
6,550 6,550
6,550
4,750 8,492 15,042 21,592 28,142
54,220 59,045 61,504 64,294 67,388
611,247 615,712 602,906 641,402 677,108
58,685 46,239 100,000 100,000 100,000
54,220 59,045 61,504 64,294 67,388
0 0 0 0 0
615,712 602,906 641,402 677,108 709,721
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<CAPTION>

('000 USS$) 2002
<S> <C>
Existing Net PP&E....... ... iiinnnnn.. 345,979
Depreciation on exist. Net PP&E (t-1)... 30,467
Dep/Net PP&E. ...ttt nnneennns 8.1%
4,750
3,742
6,550
6,550
6,550
6,550
6,550
6,550
47,792
78,259
Balance Net PP&E Beginning of Year...... 764,568
Capital Expenditure..................... 100,000
Total Depreciation........... ... 78,259
Other Adjustment to Net PP&E............ 0
Balance Net PP&E End of Year............ 786,309
</TABLE>
(1) Regular Expenditure 1is depreciated at historical 8.1%, incremental

investment in new plant is for long-life assets at 5% resulting in a blended
rate of 6.55%
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HOLNAM OPERATIONS

DEBT SCHEDULE 1991 - 2002

<TABLE>
<CAPTION>
HISTORICAL FORECAST BUDGET PROJECTIONS
('000 USS) 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
<S> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C>
Revolving Line of Credit 1.... 100,000 80,000 35,000 9,419 37,609 23,586 17,929 30,943 29,946 17,591 9,137 0
Revolving Line of Credit 2
(HOFI) v vt iiie i iiie i i e 0 0 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000

Revolving Line of Credit 3.... 50,000 0 0 0 0 0 0 0 0 0 0
TLP Revolving Credit Line..... 0 0 9,000 9,000 9,000 0 0 0 0 0 0 0
Senior l........iiiiiiiinn. 70,000 70,000 70,000 70,000 70,000 35,000 23,000 23,000 0 0 0 0
Senior 2..... ..., 30,000 30,000 30,000 30,000 30,000 30,000 30,000 0 0 0 0 0
Senior 3..... ..., 5,750 2,875 0 0 0 0 0 0 0 0 0 0
Senior 4.... ... i, 4,000 3,000 2,000 1,000 0 0 0 0 0 0 0 0
Senior S5.... ...l 35,000 35,000 35,000 35,000 35,000 26,250 8,750 0 0 0 0 0
Senior 6....i.iiiiiiiiiiiiiiin. 17,000 15,000 12,000 9,000 6,000 3,000 0 0 0 0 0 0
Industrial Revenue Bonds...... 61,409 59,519 71,930 71,930 71,930 71,930 71,930 71,930 66,930 66,930 66,930 66,930
Subordinated Notes 1.......... 12,000 10,000 8,000 6,000 4,000 2,000 0 0 0 0 0 0
Subordinated Notes 2.......... 0 50,000 50,000 13,000 0 0 0 0 0 0 0 0
Subordinated Notes 3.......... 16,106 16,126 16,126 16,126 16,126 16,126 16,126 0 0 0 0 0
Subordinated Notes 4.......... 5,000 5,000 5,000 5,000 5,000 5,000 5,000 0 0 0 0 0
Subordinated Notes 5.......... 20,620 15,163 0 0 0 0 0 0 0 0 0 0
TLP Subordinated Notes........ 0 0 26,700 26,700 26,700 26,700 26,700 26,700 26,700 26,700 26,700 26,700
Other........ ... o it (1,947) (1,608) (9,406) 21,800 0 0 0 0 0 0 0

Total Debt............... 424,938 390,075 391,350 353,975 341,365 269,592 229,435 182,573 153,576 141,221 132,767 123,630
Current Portion of LTD........ 15,327 10,252 11,000 11,000 40,800 57,750 34,500 59,876 28,000 0 0 0

Total LTD..vvvvnnennnn.. 409,611 379,823 380,350 342,975 300,565 211,842 194,935 122,697 125,576 141,221 132,767 123,630

Repayment of Revolving Line of
Credit 1.....cciiiviinnnn. NA (20,000) (45,000) (25,581) 0 (14,024) (5,657) 0 (997) (12,355) (8,454) (9,137)
Borrowing with Revolving Line

of Credit 1......c0vuivnnn. 0 28,190 0 0 13,014 0 0 0 0
Revolving Line of Credit 2.... NA 0 30,000 0 0 0 0 0 0 0 0 0
Revolving Line of Credit 3.... NA (50,000) 0 0 0 0 0 0 0 0 0 0
TLP Revolving Credit Line..... NA 0 9,000 0 0 (9,000) 0 0 0 0 0
Senior l......c.iiiiiiiiinn.. NA 0 0 0 0 (35,000) (12,000) 0 (23,000) 0 0 0
Senior 2.... ..., NA 0 0 0 0 0 0 (30,000) 0 0 0 0
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Senior 3.....iiiiiiiiiiiiia. NA (2,875) (2,875) 0 0 0 0 0 0 0 0 0
Senior 4....iiiiiiiiiiiiian.. NA (1,000) (1,000) (1,000) (1,000) 0 0 0 0 0 0 0
Senior S5..... i, NA 0 0 0 0 (8,750)(17,500) (8,750) 0 0 0 0
Senior 6.t NA (2,000) (3,000) (3,000) (3,000) (3,000) (3,000) 0 0 0 0 0
Industrial Revenue Bonds...... NA (1,890) 12,411 0 0 0 0 0 (5,000) 0 0 0
Subordinated Notes 1.......... NA (2,000) (2,000) (2,000) (2,000) (2,000) (2,000) 0 0 0 0 0
Subordinated Notes 2.......... NA 50,000 0 (37,000) (13,000) 0 0 0 0 0 0 0
Subordinated Notes 3.......... NA 20 0 0 0 0 0 (16,126) 0 0 0 0
Subordinated Notes 4.......... NA 0 0 0 0 0 0 (5,000) 0 0 0 0
Subordinated Notes 5.......... NA (5,457) (15,163) 0 0 0 0 0 0 0 0 0
TLP Subordinated Notes........ NA 0 26,700 0 0 0 0 0 0 0 0 0
Other. ...ttt NA 339 (7,798) 31,206 (21,800) 0 0 0 0 0 0 0

Total Debt.....coviiiiinnnn. NA (34,863) 1,275 (37,375) (12,610) (71,774) (40,157) 46,862) (28,997) (12,355) (8,454) (9,137)
</TABLE>
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<TABLE>

HOLNAM OPERATIONS
GROWTH RATES -- FINANCIAL RATIOS -- ASSUMPTIONS
<CAPTION>
HISTORICAL FORECAST BUDGET PROJECTIONS

<S> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C>
Income Statement Items:
Cement Sales Growth

Rates......covviivnnn. NA 10.0% -0.5% 21.7% 4.4% 3.3% 3.2% 0.0% -7.5% -4.8% 0.0% 6.7%
Other Sales Growth
Rates.....coviiiivnnn. NA -26.4% -28.7% -30.8% -3.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Rates............. NA 6.7% -2.3% 19.3% 4.2% 3.2% 3.1% 0.0% -7.3% -4.6% 0.0% 6.5%

Overall Gross Margin

L 21.0% 23.7% 26.7% 30.6% 32.1% 33.1% 36.2% 36.6% 33.0% 31.2% 31.4% 34.7%
EBITDA Margin............ 10.3% 13.8% 17.3% 21.6% 23.2% 24.2% 27.3% 27.4% 22.8% 20.2% 20.0% 23.8%
EBIT Margin.............. 0.7% 5.2% 8.4% 13.7% 14.7% 15.3% 18.4% 18.0% 12.3% 8.6% 7.8% 11.8%
Pretax Margin............ -19.1% -2.0% -10.2% 7.4% 11.3% 12.7% 16.4% 16.7% 11.2% 7.6% 6.9% 11.0%
Net Margin............... -17.2% -2.1% -10.6% 5.8% 6.6% 7.4% 9.6% 9.8% 6.5% 4.3% 3.9% 6.4%
Selling Expenses Growth

(8) e e e NA 3.3% 5.0% 3.2% 3.2% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
General & Admin. Expenses

Growth (%) .....vvuunn. NA -11.2% . 9% -0.3% 3.2% 3.0% .0% 3.0% 3.0% 3.0% .0% .0%
EBIT Growth (%) (2)...... NA 659.0% 59.2% 93.7% 12.4% 7.1% 24.0% -1.7% -37.0% -33.5% -8.4% 59.8%
Dividend Payout Ratio to

TLP Minority........... 0.0% 0.0% 23.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0%

Balance Sheet Items:
Accounts Receivable
DAYS . vt in e enennennenn N/A 49.9 48.2 49.0 49.0 49.0 49.0 49.0 49.0 49.0 49.0 49.0
Accounts Payable &
Accrued Liabilities

DAYS . vt ineinenenennenn N/A 57.4 56.8 56.8 56.8 56.8 56.8 56.8 56.8 56.8 56.8 56.8
Debt/Equity......ovvunn.. 88.3% 89.6% 96.0% 79.0% 68.9% 49.0% 36.8% 26.1% 20.6% 18.3% 16.6% 14.6%
Debt/Total Capital....... 46.9% 47.3% 49.0% 44.1% 40.8% 32.9% 26.9% 20.7% 17.1% 15.4% 14.2% 12.8%
Equity/Total Capital..... 53.1% 52.7% 51.0% 55.9% 59.2% 67.1% 73.1% 79.3% 82.9% 84.6% 85.8% 87.2%
Return on Equity......... NA -2.4% -13.4% 9.3% 10.0% 10.6% 12.7% 11.4% 6.3% 3.7% 3.2% 5.4%

Return on Net Operating
Assets (RONOA) ............ NA 4.2% 7.2% 12.7% 14.1% 14.2% 17.8% 16.6% 10.0% 6.5% 5.8% 8.9%
Cash Flow Statement Items:
Capital Expenditure (USS$

'000) v ie i i i 29,348 31,800 44,456 61,900 58,685 46,239 100,000 100,000 100,000 100,000 100,000 100,000
Depreciation (US$'000)... NA 47,049 41,874 48,519 54,220 59,045 61,504 64,294 67,388 70,761 74,392 78,259
Amortisation (US$

'000) v ei i i NA 1,358 6,510 3,560 3,560 3,560 3,560 3,560 3,560 3,560 3,560 3,560

</TABLE>

(1) Gross Margin adjusted for Depreciation

(2) EBIT Growth Rate drives development of TLP minority interest
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[CAPTION]

HOLNAM OPERATIONS
WEIGHTED AVERAGE COST OF CAPITAL CALCULATION
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<TABLE>

<S>

Risk-Free Interest Rate—--10 yrs. Treasury BoOnd (L) .. ..ottt inineeneinenennenenennnn

Market Risk Premium(2)

Cost of Debt (3)
Levered Beta (4)
After-Tax Cost of Debt (5)
Debt/Total Capital
Equity/Total Capital
Cost of Equity(6)
WACC (7)

</TABLE>

Source: Financial Times December 18, 1993

Historical U.S. Equity Market Risk Premium (Approx.)

Holnam's Effective Interest Rate 1993

Source: Datastream (as of Dec 17, 1993)

(Cost of Debt) * (1--Tax Rate)

(Risk-Free Interest Rate) + (Levered Beta) * (Market Risk Premium)

(Debt/Total Capital) * (Cost of Debt) * (1--Tax Rate) + (Equity/Total
Capital) * (Cost of Equity)
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ANNEX C

PROJECTIONS FOR ST. LAWRENCE

The following projections were not prepared with a view toward compliance

with published guidelines of the Commission or the American Institute of
Certified Public Accountants regarding projections and forecasts or generally
accepted accounting principles. Accordingly, such projections are not

necessarily indicative of current values or future performance, which may be
significantly more or less favorable than as set forth therein. Because of the
inherent uncertainty of projections and forecasts for such lengthy periods, none

of Holderbank, Holdernam, Holcem, the Company, St. Lawrence, Merrill Lynch or
any other person assumes any responsibility for their accuracy.
ST. LAWRENCE CEMENT
CONSOLIDATED SALES ANALYSIS 1991 TO 2002
<TABLE>
<CAPTION>
HISTORICAL FORECAST BUDGET
1991 1992 1993 1994 1995 1996 1997
<S> <C> <C> <C> <C> <C> <C> <C>
CEMENT
Total Sales Volume
("000 mot.)eeininnnn.. 3,375 2,961 3,306 3,218 3,411 3,515 3,46
Average Price
(Can$/m.t.) eevivennnn.. 65.85 63.18 64.18 69.37 72.49 75.05 78.0
Total Sales (Can$)....... 222,244 187,076 212,179 223,224 247,281 263,826 270,13
AGGREGATES
Total Sales Volume
("000 mot.)eeiiinn. 9,257 8,671 8,894 8,772 9,590 10,041 10,12
Average Price
(Can$/m.t.) eeveeennn... 5.63 5.77 5.75 6.09 6.23 6.40 6.5
Total Sales (Can$)....... 52,105 50,061 51,137 53,437 59,721 64,236 66,57
CONCRETE
Total Sales Volume
("000 come) ee i ineenn 1,738 1,375 1,477 1,544 1,693 1,779 1,78
Average Price
(Can$/c.m.) eevivnnn... 80.55 84.05 83.95 84.56 86.41 88.74 91.2
Total Sales (Can$)....... 139,963 115,580 123,967 130,555 146,333 157,846 162,54
OTHER
Construction............. 110,498 118,696 119,390 123,000 135,883 151,638 169,26
Concrete Products........ 2,120 1,716 428 0 0 0
Building Products........ 24,460 22,376 23,259 12,690 12,969 13,319 13,69
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<C>
5.79%
7.60%
40.00%
9.81%
1.31%
5.89%
49.0%
51.0%
15.75%
10.92%
PROJECTIONS
1998 1999
<C> <C>
3,486 3,437
80.24 78.24
279,729 268,884
10,129 9,985
6.78 6.61
68,702 66,039
1,781 1,756
94.16 91.81
167,741 161,238
166,945 164,575
0 0
14,130 13,929

3,389
77.24
261,759
9,846
6.53
64,288
1,732

90.64
156,965

162,288
0
13,736

2001

3,341
77.24
258,070
9,708
6.53
63,382
1,707

90.64
154,753

160,001
0
13,542

2002

3,341
77.24
258,070
9,708
6.53
63,382
1,707

90.64
154,753

160,001
0
13,542
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Others 17,475 16,595 14,132 25,691 26,24

154,553 159,383 157,209 161,381 175,095

Total Other Sales(a)

TOTAL SALES
INTRA-COMPANY SALES (b)

568,865 512,100 544,492 568,597 628,430
(64,386) (45,015) (64,319) (68,018) (61,479

CONSOLIDATED NET SALES
</TABLE>

'Other Sales' have been projected by management through 1998 and

line with cement volumes through 2002

(b) Intra-Company Sales have Dbeen projected by management throu
Intra-Company Sales 1999 to 2002 are based on average 1991 to 1998
ST. LAWRENCE CEMENT
INCOME STATEMENT 1991-2002
<TABLE>
<CAPTION>
HISTORICAL
7777777777777777 FORECAST BUDGET e
(CANS IN '000 ) 1991 1992 1993 1994 1995
<S> <C> <C> <C> <C> <C>
SALES . vt i ittt it 504,479 467,085 480,173 500,579 566,951
Total Costs of Sales.... 381,422 378,148 370,146 364,949 405,789
Gross Margin............ 123,057 88,937 110,027 135,630 161,162
Selling &
Administrative........ 75,334 78,092 68,802 69,429 70,176
Corporate Reserve/Cost
Adjustment (a)........ 0 0 0 4,300 (16,400)
EBITDA. . v iv it iieinennnn 47,723 10,845 41,225 61,901 107,386
Depreciation............ 35,428 36,726 34,860 34,634 38,164
Amortisation............ 920 1,165 1,157 1,157 1,157
EBIT. .ttt ie i iieeneennn 11,375 (27,046) 5,208 26,110 68,065
Net Interest Expense.... (19,892) (19,600) (18,000) (15,500) (15,226)
Extraordinary
EXpPenses.....eeeeeenn. --  (13,333) (642) (=500) -=
Pretax Profit........... (8,517) (59,979) (13,434) 10,110 52,839
Tax (Credit) Provision
P (2,789) (20,110) (3,115) 5,511 19,550
Net Income (LOSS)....... (5,728) (39,869) (10,319) 4,599 33,289
</TABLE>
(a) Corporate Reserve/Cost Adjustment reflects top management's views

items which were not otherwise taken into account

in the five-year plan.

Ajustment consists of: - Savings under EXCEL and BCM Cost reducti
programs

- Fees to Holderbank Financiere (Managemen
Fees)
- Reserve on ability to increase prices as
projected
44
ST. LAWRENCE CEMENT
BALANCE SHEET 1991-2002
<TABLE>
<CAPTION>
HISTORICAL
——————————————— FORECAST BUDGET —-—-——————————-—
(CANS IN '000 ) 1991 1992 1993 1994 1995 1996
<S> <C> <C> <C> <C> <C> <C>
ASSETS:
Current Assets:
Accounts
Receivable........ 130,686 138,917 135,804 135,212 149,608 150,6

Inventories &

3 27,730 28,582 29,561 29,141 28,736 28,331 28,331

192,687 211,540 210,636 207,646 204,760 201,874 201,874

678,595 710,782 726,808 703,807 687,772 678,080 678,080
) (56,751) (50,157) (20,589) (20,589) (20,589) (20,589) (20,589)

621,844 660,625 706,219 683,218 667,183 657,491 657,491

develop in

gh 1998.

data

PROJECTIONS
1996 1997 1998 1999 2000 2001 2002
<C> <C> <C> <C> <C> <C> <C>
621,844 660,625 706,219 683,218 667,183 657,491 657,491
446,402 478,290 518,085 500,339 509,549 516,089 526,833
175,442 182,335 188,134 182,879 157,634 141,402 130,657
69,483 72,517 74,809 72,373 70,674 69,647 69,647
(21,000) (21,800) (20,600) (22,000) (22,000) (22,000) (22,000)
126,959 131,618 133,925 132,506 108,960 93,754 83,010
38,960 39,671 41,309 38,762 39,336 39,856 40,329
1,157 1,157 1,157 1,157 1,157 1,157 1,157

86,842 90,790 91,459 92,587 68,468 52,741 41,524
(15,226) (18,624) (20,429) (14,568) (12,807) (11,382) (10,411)
71,616 72,166 71,030 78,020 55,660 41,359 31,113
26,498 26,701 26,281 28,867 20,594 15,303 11,512
45,118 45,465 44,749 49,152 35,066 26,056 19,601
on certain

on

t and R&D

PROJECTIONS
1997 1998 1999 2000 2001 2002
<C> <C> <C> <C> <C> <C>

74 159,438 169,741 154,245 150,625 148,437 148,437
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Supplies.......... 93,627 93,058 82,627 80,095 93,108 103,367 108,712 115,206 104,988 106,921 108,293 110,548
Total Current Assets....

Property,Plant &
Equipment -- Net......

Total Other Assets......

Total Assets............

Liabilities & Net Worth
Current Liabilities
Accounts Payable &

Accrued

Liabilities....... 55,480 72,178 73,243 59,907 69,061 74,158 78,761 84,172 76,063 77,463 78,458 80,091
Short Term Debt..... 2,984 3,510 1,711 16,558 44,998 51,509 22,528 13,883 13,883 13,883 13,883 13,883
Taxes Deferred or

Payable........... 5,226 5,585 5,585 5,585 5,585 5,585 5,585 5,585 5,585 5,585 5,585 5,585

Total Current

Liabilities........... 63,690 81,273 80,539 82,050 119,645 131,252 106,874 103,640 95,531 96,931 97,926 99,559
Long-Term Debt.......... 221,856 260,176 240,289 215,913 179,849 158,615 183,443 163,734 117,698 101,800 88,926 80,153
Deferred Taxes.......... 71,781 65,376 63,756 65,566 67,504 69,949 73,204 75,859 78,513 81,167 83,821 86,475

Shareholders' Equity
Common Stock........ 110,605 134,724 137,364 140,964 144,264 147,264 150,264 153,389 156,514 159,639 162,764 165,889
Retained Earnings... 245,057 188,406 177,387 181,286 212,033 241,065 265,024 288,011 315,744 327,283 336,554 343,683

Total Shareholders'

Total Liabilities &

Shareholders'

Equity....oovvivinnn 712,989 729,955 699,335 685,779 723,294 748,145 778,809 784,633 764,000 766,820 769,991 775,759
</TABLE>
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ST. LAWRENCE CEMENT
CASH FLOW STATEMENT 1991-2002
<TABLE>
<CAPTION>
HISTORICAL PROJECTIONS
———————————————— FORECAST BUDGET e

(CAN$ IN '000) 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
<S> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C>
Net Income

(LOSS) vvvvin v (5,728) (39,869) (10,319) 4,599 33,289 45,118 45,465 44,749 49,152 35,066 26,056 19,601
Noncash Charges

(Credits)
Depreciation

of PP&E........ 35,428 36,726 34,860 34,634 38,164 38,960 39,671 41,309 38,762 39,336 39,856 40,329
Amortisation

of Goodwill.... 920 1,165 1,157 1,157 1,157 1,157 1,157 1,157 1,157 1,157 1,157 1,157
Deferred Income

TaAXES. v v enenn. (552) (6,405) (1,621) 1,811 1,938 2,445 3,255 2,654 2,654 2,654 2,654 2,654
Other Non-Cash

Ttems....ooun. (962) (31) (1,200) (1,200) -- - -- -- -- -- -- --
(Increase)

Decrease in

Receivables.... -- - -- 592  (14,39¢6) (1,066) (8,764) (10,303) 15,496 3,620 2,188 0
(Increase)

Decrease in

Inventories.... -- - -- 2,532 (13,013) (10,259) (5,345) (6,494) 10,218 (1,933) (1,372) (2,255)
(Decrease)

Increase in

Accounts

Payable........ -- -= --  (13,336) 9,154 5,097 4,603 5,411 (8,109) 1,400 994 1,633
Changes in

Working

Capital........ 2,096 9,434 14,648 (10,212) (18,255) (6,228) (9,506) (11,386) 17,605 3,088 1,810 (621)

CASH PROVIDED
BY OPERATIONS.. 31,202 1,020 37,525 30,789 56,293 81,452 80,042 78,483 109,330 81,300 71,534 63,120
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CASH FLOW

BEFORE

INVESTMENTS.... 31,202 1,020 37,525 30,789 56,293 81,452 80,042 78,483 109,330 81,300 71,534 63,120
Proceeds from

Sale of

Assets......... 3,375 3,388 10,000 10,000 0 0 0 0 0 0 0 0
Capital

Expenditures... (24,606) (19,271) (28,862) (45,000) (45,000) (45,000) (45,000) (45,000) (45,000) (45,000) (45,000) (45,000)
Acquisitions..... (6,644) (13,864) 0 0 0 0 0 0 0 0 0 0
Investments in

Affiliates/

Minority

Interests...... (33,355) (1,1306) (85)
Hudson-Catskill

Project....... (4,624) 0 0 0 0 0 0 0 0 0 0 0
Increase in

Long-term

receivables.... (1,749) (9,732) 840 7,987 2,336 2,098 (3) 0 0 0 0 0
Deferred Exchange

on US Debt..... 0 (6,671) (1,275) 816 0 (13,100) (19,650) 9,355 0 0 0 0
Loans to

Employees...... 0 (836) 0 0 0 0 0 0 0 0 0 0
Other Investing

Activities..... (130) 919 1,605 2,038 (262) 2,358 7,270 4,152 0 0 0 0

o
(&)
ul
o
o
o
o
o
o
o
o
o

CASH

USED FOR

INVESTMENTS.... (67,733) (47,203) (17,777) (24,159) (49,426) (53,644) (57,383) (31,493) (45,000) (45,000) (45,000) (45,000)
CASH FLOW

BEFORE

FINANCING...... (36,531) (46,183) 19,748 6,630 6,867 27,808 22,659 46,990 64,330 36,300 26,534 18,120

Variation in

Debt........... 2,647 777 37,374 (3,945) (1,096) (44,556) (937) (20,960) 0 0 0 0
Capital Issued... 19,563 24,119 2,640 3,600 3,300 3,000 3,000 3,125 3,125 3,125 3,125 3,125
Stock Dividends

paid........... (17,343) (11,897) 0 0 0 0 0 0 0 0 0 0
Cash Dividends... (13,960) (4,885) (700) (700) (2,542) (16,086) (21,505) (21,762) (21,419) (23,527) (16,785) (12,472)

(9,093) 8,114 39,314 (1,045) (338) (57,642) (19,442) (39,597) (18,294) (20,402) (13,660) (9,347)

NET DECREASE
(INCREASE) IN
REVOLVER....... (45,624) (38,069) 59,062 5,585 6,529 (29,834) 3,217 7,393 46,036 15,898 12,874 8,773

</TABLE>
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ST. LAWRENCE CEMENT
GROWTH RATES-FINANCIAL RATIOS-ASSUMPTIONS

<TABLE>
<CAPTION>
HISTORICAL PROJECTIONS
—————————————— FORECAST BUDGET ———————————mmmmmm o oo o o o o o
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

<S> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C> <C>
Income Statement Ratios:
Sales Growth Rate............ouvnn.. NA -7.4% 2.8% 4.2% 13.3% 9.7% 6.2% 6.9% -3.3% -2.3% -1.5% 0.0%
Gross Margin............iiiiiiiin.. 24.4% 19.0% 22.9% 27.1% 28.4% 28.2% 27.6% 26.6% 26.8% 23.6% 21.5% 19.9%
EBITDA Margin...........coviivnn.. 9.5% 2.3% 8.6% 12.4% 18.9% 20.4% 19.9% 19.0% 19.4% 16.3% 14.3% 12.6%
EBIT Margin.....oeeeeun e 2.3% -5.8% 1.1% 5.2% 12.0% 14.0% 13.7% 13.0% 13.6% 10.3% 8.0% 6.3%
Pretax Margin...........ovvinonn. -1.7% -12.8% -2.8% 2.0% 9.3% 11.5% 10.9% 10.1% 11.4% 8.3% 6.3% 4.7%
Net Margin.....oeeeein i inninennens -1.1% -8.5% -2.1% 0.9% 5.9% 7.3% 6.9% 6.3% 7.2% 5.3% 4.0% 3.0%
Cost of Sales/SaleS......couveennn.. 75.6% 81.0% 77.1% 72.9% 71.6% 71.8% 72.4% 73.4% 74.5% 74.5% 74.5% 74.5%
S GEA/SAleS . ittt e 14.9% 16.7% 14.3% 13.9% 12.4% 11.2% 11.0% 10.6% 10.6% 10.6% 10.6% 10.6%
Effective Interest Rate............ 8.8% 7.4% 7.5% 6.6% 6.3% 6.7% 8.5% 11.1% 11.1% 11.1% 11.1% 11.1%
Effective Tax Rate.............uu.. 32.7% 33.5% 23.2% 34.5% 37.0% 37.0% 37.0% 37.0% 37.0% 37.0% 37.0% 37.0%
Canadian Inflation................. 5.6% 1.7% 1.8% 1.9% 2.2% 2.7% 2.8% 3.2% 3.2% 3.2% 3.2% 3.2%
Balance Sheet Ratios:
Accounts Receivable Days........... N/A 102.1 105.6 99 87 87.8 83.2 82.4 82.4 82.4 82.4 82.4
Inventories & Supplies Turns....... N/A 4.0 4. 4 5 4 4.6 4 4.8 4 4.8 4
Accounts Payable & Accrued

Liabilities DayS...oeevinvnenn.n N/A 53.6 71.2 73.3 53.9 56.5 56.6 55.5 55.5 55.5 55.5 55.5
Debt/EQUity...e ettt 63.2% 81.6% 76.9% 72.1% 63.1% 54.1% 49.6% 40.2% 27.9% 23.8% 20.6% 18.5%
Debt/Total Capital.......vuuueennn. 38.7% 44.9% 43.5% 41.9% 38.7% 35.1% 33.2% 28.7% 21.8% 19.2% 17.1% 15.6%
Equity/Total Capital............... 61.3% 55.1% 56.5% 58.1% 61.3% 64.9% 66.8% 71.3% 78.2% 80.8% 82.9% 84.4%
Dividend/Net Income (t-1).......... NA -85.3% -1.8% -6.8% 55.3% 48.3% 47.7% 47.9% 47.9% 47.9% 47.9% 47.9%
RONOA . & vttt ittt i i iieiiie e 1.9% -4.8% 1.0% 4.9% 12.9% 16.2% 15.7% 15.2% 15.7% 11.5% 8.8% 6.9%
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Cash Flow Statement Ratios

Capi
Capi
(t
Depr
'0

o

as s

tal Expenditure (US$ '000)..... 24,606 19,271 28,862 45,000 45,000 45,000 45,000 45,000 45,000

tal Expenditure/Net PP&E
0t T NA 4.5
eciation, Amortisation (CANS

oo
~
o
o°

00) v e 35,428 36,726 34,860 34,634 38,164 38,960 39,671 41,309 38,762
of Net PP&E (t-1)............. NA 8.59% 8.44% 8.70% 9.55% 9.58% 9.62% 9.89% 9.19%

of which 'Depreciation'

(C

ANS'000) v v 34,508 35,561 33,703 33,477 37,007 37,803 38,514 40,152 37,605

of which 'Amortisation'

(C

ANS'000) vt iii it 920 1,165 1,157 1,157 1,157 1,157 1,157 1,157 1,157

</TABLE>
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LAWRENCE CEMENT INC. DRAFT

HTED AVERAGE COST OF CAPITAL CALCULATION

LE>
<C>

Risk-Free Interest Rate -- 10 yrs. Treasury Bond (1)..... 6.78%

Mark
Tax

Cost
Leve
Afte
Debt
Equi
Cost
WACC
</TA

(1)

MERR

Boar
Holc
6211
Dund:

Boar
Hold
6211
Dund:

Spec

Bo
'"Hol
Haup
CH-8
Swit

Gent

et Risk Premium (2) ...ttt nnenns 7.60%
2= 34.50%
L N 51O o A (1 N 7.4%
Fed BeLA(4) v ittt it e . 1.26
r-=Tax Cost Of DeDL (D) v v v ittt e e ettt eeeeannn 4.85%
/Total Capital. ...ttt ittt 43.47%
EY/Total Capital. .o etnne it it eeaeeennnnn 56.53%
Of EQUILY (6) vt ittt it ittt et et ettt i e e 16.36%

S T 11.35%
BLE>

Source: Datastream December 17, 1993

Historical US Equity Market Risk Premium (Approx.)

St. Lawrence's effective cost of debt

Source: Bloomberg Dec 17, 1993

(Cost of Debt) * (1 -- Tax Rate)

(Risk-Free Interest Rate) + (Levered Beta) * (Market Risk Premium)

(Debt/Total Capital) * (Cost of Debt) * (1-Tax Rate) + (Equity/Total
Capital) * (Cost of Equity)
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ANNEX D

ILL LYNCH Investment Banking Group
World Financial Center
North Tower
New York, NY 10281-1330

January 7, 1994

d of Directors

em Inc.

North Ann Arbor Road
ee, Michigan 48131

d of Directors

ernam Inc.

North Ann Arbor Road
ee, Michigan 48131

ial Committee of the

ard of Directors

derbank' Financiere Glaris, Ltd.
tstrasse 44

570 Glaris

zerland

Holnam Inc.
lemen:

We understand that the Board of Directors and the sole stockholder of

Holcem Inc. ('Holcem'), which is the holder of more than 90% of the common

stoc

k, par value $.01 per share (the 'Common Stock'), and all of the 7% Series A

Convertible Preferred Stock, par value $.10 per share (the 'Preferred Stock'),
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of Holnam, Inc. (the 'Company'), intend to take certain corporate action
pursuant to Section 253 of the Delaware General Corporation Law as a result of
which Holcem will be merged (the 'Merger') with and into the Company, the
Company will become a wholly-owned subsidiary of Holdernam Inc. ('Holdernam')
and an indirect wholly-owned subsidiary of 'Holderbank' Financiere Glaris, Ltd.
('Holderbank'), and each outstanding share of Common Stock held by shareholders
other than the Company, Holcem or any of its affiliates (the 'Public
Shareholders') will be converted into the right to receive $7.65 1in cash per
share from Holdernam, subject to the rights of shareholders who perfect their
dissenters' appraisal rights. We understand the Merger will be effected by the
filing of a Certificate of Ownership and Merger (the 'Certificate') with the
Secretary of State of the State of Delaware, which filing is expected to be made
on or about February 10, 1994.

You have asked us for our opinion as to whether or not the proposed cash
consideration to be received by the Public Shareholders pursuant to the Merger
is fair to such shareholders from a financial point of view.

In arriving at the opinion set forth below, we have, among other things:

(1) reviewed the Company's annual reports to shareholders for the
three fiscal years ended, and its annual report on Form 10-K for the two
fiscal years ended, December 31, 1992 and the related audited financial
information included therein, and the Company's unaudited financial
information and related Forms 10-Q for the three-, six-, and nine-month
periods ended March 31, June 30, and September 30, 1993, respectively;

(2) reviewed the annual reports to shareholders and related audited
financial information of St. Lawrence Cement, Inc. ('St. Lawrence'), a
corporation organized under the law of the Province of Quebec, Canada,
whose securities are publicly traded on the Montreal and Toronto stock

exchanges, and of which the Company owns shares representing approximately
59% of the equity interest and 77% of the voting rights for the three
fiscal years ended December 31, 1992;

(3) reviewed certain information, including financial projections,
relating to the businesses, earnings, cash flow, assets and prospects of
the Company, based upon information furnished to us by the Company, and of
St. Lawrence, furnished to us by St. Lawrence;

(4) conducted discussions with members of senior management of the
Company and St. Lawrence concerning their respective Dbusinesses and
prospects, and conducted discussions with members of senior management of
Holderbank concerning such businesses and prospects;

(5) reviewed the Registration Statement on Form S-4 of the Company,
including the combined Proxy Statement and Prospectus dated February 14,
1990 included therein, filed with the Securities and Exchange Commission
('"SEC') 1in connection with the merger of the Company and Ideal Basic
Industries, Inc.;

(6) reviewed the current and historical market prices and trading
activity for the Common Stock and compared them with that of certain
publicly traded companies which we deemed to be reasonably similar to the
Company, in whole or in part;

(7) reviewed the current and historical market prices and trading
activity for the Class A subordinate shares of St. Lawrence;

(8) compared the results of operations of the Company with those of
certain companies which we deemed to be reasonably similar to the Company,
in whole or in part;

(9) reviewed a draft dated January 6, 1994 of the Certificate;

(10) reviewed the Certificate of Designation relating to the Preferred
Stock;

(11) reviewed a draft dated January 7, 1994 of the Rule 13e-3
Transaction Statement, including the Disclosure Statement included therein,
proposed to be filed with the SEC in connection with the Merger; and

(12) compared the financial terms of the transactions contemplated by
the Certificate with the financial terms of <certain other Dbusiness
combinations and other transactions which we deemed to be relevant.

We have also reviewed such other financial studies and analyses, and
performed such other investigation and taken into account such other matters as
we deemed necessary.

In preparing our opinion we have relied without independent verification
upon the accuracy, completeness and fair presentation of all financial and other
information provided to wus by Holderbank, the Company and St. Lawrence,
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including information concerning certain tax matters relevant to our analysis,
or which was publicly available. In addition, we have not made an independent
appraisal of any of the assets or liabilities of the Company or St. Lawrence or
of the shares of St. Lawrence. With respect to the financial forecasts referred
to above, we have assumed that they have been reasonably prepared on bases
reflecting the Dbest currently available estimates and Jjudgments of the
management of the Company or St. Lawrence, as the case may be, as to the future
financial performance of the Company or St. Lawrence, as the case may be, and
that management of Holderbank concur in those estimates and judgments. In light
of the fact that Holcem owns in excess of 90% of the Common Stock and has
indicated that it will not sell such shares of Common Stock, we were not
requested to, and did not, solicit indications of interest for the acquisition
of all or part of the Common Stock.

We have provided investment banking services to Holderbank and its
subsidiaries in the past, other than the Company, for which we have received
compensation.

On the basis of, and subject to the foregoing, we are of the opinion that
the cash consideration to be received by the Public Shareholders pursuant to the
Merger is fair to such shareholders from a financial point of view.

Very truly yours,

MERRILL LYNCH, PIERCE, FENNER &
SMITH INCORPORATED

By e

ANNEX E
SECTION 262 OF THE DELAWARE GENERAL CORPORATION LAW

262 APPRAISAL RIGHTS. (a) Any stockholder of a corporation of this State
who holds shares of stock on the date of the making of a demand pursuant to
subsection (d) of this section with respect to such shares, who continuously
holds such shares through the effective date of the merger or consolidation, who
has otherwise complied with subsection (d) of this section and who has neither
voted 1in favor of the merger or consolidation nor consented thereto in writing
pursuant to 228 of this title shall be entitled to an appraisal by the Court of
Chancery of the fair value of his shares of stock under the circumstances
described in subsections (b) and (c) of this section. As used in this section,
the word 'stockholder' means a holder of record of stock in a stock corporation
and also a member of record of a nonstock corporation; the words 'stock' and
'share' mean and include what is ordinarily meant by those words and also
membership or membership interest of a member of a nonstock corporation.

(b) Appraisal rights shall be available for the shares of any class or
series of stock of a constituent corporation in a merger or consolidation to be
effected pursuant to 251, 252, 254, 257, 258, 263 or 264 of this title:

(1) Provided, however, that no appraisal rights under this section shall be
available for the shares of any class or series of stock which, at the record
date fixed to determine the stockholders entitled to receive notice of and to
vote at the meeting of stockholders to act upon the agreement of merger or
consolidation, were either (i) 1listed on a national securities exchange or
designated as a national market system security on an interdealer quotation
system Dby the National Association of Securities Dealers, Inc. or (ii) held of
record by more than 2,000 stockholders; and further provided that no appraisal
rights shall be available for any shares of stock of the constituent corporation
surviving a merger if the merger did not require for its approval the vote of
the stockholders of the surviving corporation as provided in subsection (f) of
[7251 of this title.

(2) Notwithstanding paragraph (1) of this subsection, appraisal rights
under this section shall be available for the shares of any class or series of
stock of a constituent corporation if the holders thereof are required by the
terms of an agreement of merger or consolidation pursuant to 251, 252, 254, 257,
258, 263 and 264 of this title to accept for such stock anything except:

a. Shares of stock of the corporation surviving or resulting from such
merger or consolidation;

b. Shares of stock of any other corporation which at the effective
date of the merger or consolidation will be either listed on a national
securities exchange or designated as a national market system security on
an interdealer quotation system by the National Association of Securities
Dealers, Inc. or held of record by more than 2,000 stockholders;

c. Cash in lieu of fractional shares of the corporations described in
the foregoing subparagraphs a. and b. of this paragraph; or

d. Any combination of the shares of stock and cash in 1lieu of

fractional shares described in the foregoing subparagraphs a., b. and c. of
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this paragraph.

(3) In the event all of the stock of a subsidiary Delaware corporation
party to a merger effected under 253 of this title is not owned by the parent
corporation immediately prior to the merger, appraisal rights shall be available
for the shares of the subsidiary Delaware corporation.

(c) Any corporation may provide in its certificate of incorporation that
appraisal rights under this section shall be available for the shares of any
class or series of its stock as a result of an amendment to its certificate of
incorporation, any merger or consolidation in which the corporation 1is a
constituent corporation or the sale of all or substantially all of the assets of
the corporation. If the certificate of incorporation contains such a provision,
the procedures of this section, including those set forth in subsections (d) and
(e) of this section, shall apply as nearly as is practicable.

(d) Appraisal rights shall be perfected as follows:

(1) 1If a proposed merger or consolidation for which appraisal rights are
provided under this section is to be submitted for approval at a meeting of
stockholders, the corporation, not less than 20 days prior to the meeting, shall
notify each of its stockholders who was such on the record date for such meeting
with respect to shares for which appraisal rights are available pursuant to
subsections (b) or (c) hereof that appraisal rights are available for any or all
of the shares of the constituent corporations, and shall

include in such notice a copy of this section. Each stockholder electing to
demand the appraisal of his shares shall deliver to the corporation, before the
taking of the vote on the merger or consolidation, a written demand for
appraisal of his shares. Such demand will be sufficient if it reasonably informs
the corporation of the identity of the stockholder and that the stockholder
intends thereby to demand the appraisal of his shares. A proxy or vote against
the merger or consolidation shall not constitute such a demand. A stockholder
electing to take such action must do so by a separate written demand as herein
provided. Within 10 days after the effective date of such merger or
consolidation, the surviving or resulting corporation shall notify each
stockholder of each constituent corporation who has complied with this
subsection and has not voted in favor of or consented to the merger or
consolidation of the date that the merger or consolidation has become effective;
or

(2) If the merger or consolidation was approved pursuant to SS228 or 253 of
this title, the surviving or resulting corporation, either before the effective
date of the merger or consolidation or within 10 days thereafter, shall notify
each of the stockholders entitled to appraisal rights of the effective date of
the merger or consolidation and that appraisal rights are available for any or
all of the shares of the constituent corporation, and shall include in such
notice a copy of this section. The notice shall be sent Dby certified or
registered mail, return receipt requested, addressed to the stockholder at his
address as 1t appears on the records of the corporation. Any stockholder
entitled to appraisal rights may, within 20 days after the date of mailing of
the notice, demand in writing from the surviving or resulting corporation the
appraisal of his shares. Such demand will be sufficient if it reasonably informs
the corporation of the identity of the stockholder and that the stockholder
intends thereby to demand the appraisal of his shares.

(e) Within 120 days after the effective date of the merger or
consolidation, the surviving or resulting corporation or any stockholder who has
complied with subsection (a) and (d) hereof and who is otherwise entitled to
appraisal rights, may file a petition in the Court of Chancery demanding a
determination of the value of the stock of all such stockholders.
Notwithstanding the foregoing, at any time within 60 days after the effective
date of the merger or consolidation, any stockholder shall have the right to
withdraw his demand for appraisal and to accept the terms offered upon the
merger or consolidation. Within 120 days after the effective date of the merger
or consolidation, any stockholder who has complied with the requirements of
subsections (a) and (d) hereof, upon written request, shall be entitled to
receive from the corporation surviving the merger or resulting from the
consolidation a statement setting forth the aggregate number of shares not voted
in favor of the merger or consolidation and with respect to which demands for
appraisal have been received and the aggregate number of holders of such shares.
Such written statement shall be mailed to the stockholder within 10 days after
his written request for such a statement 1is received by the surviving or
resulting corporation or within 10 days after expiration of the period for
delivery of demands for appraisal under subsection (d) hereof, whichever is
later.

(f) Upon the filing of any such petition by a stockholder, service of a
copy thereof shall be made upon the surviving or resulting corporation, which
shall within 20 days after such service file in the office of the Register in
Chancery in which the petition was filed a duly verified 1list containing the
names and addresses of all stockholders who have demanded payment for their
shares and with whom agreements as to the value of their shares have not been
reached by the surviving or resulting corporation. TIf the petition shall be
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filed by the surviving or resulting corporation, the petition shall be
accompanied by such a duly verified 1list. The Register in Chancery, if so
ordered by the Court, shall give notice of the time and place fixed for the
hearing of such petition by registered or certified mail +to the surviving or
resulting corporation and to the stockholders shown on the list at the addresses
therein stated. Such notice shall also be given by 1 or more publications at
least 1 week before the day of the hearing, in a newspaper of general
circulation published in the City of Wilmington, Delaware or such publication as
the Court deems advisable. The forms of the notices by mail and by publication
shall be approved by the Court, and the costs thereof shall be Dborne by the
surviving or resulting corporation.

(g) At the hearing on such petition, the Court shall determine the
stockholders who have complied with this section and who have become entitled to
appraisal rights. The Court may require the stockholders who have demanded an
appraisal for their shares and who hold stock represented by certificates to
submit their certificates of stock to the Register in Chancery for notation
thereon of the pendency of the appraisal proceedings; and 1if any stockholder
fails to comply with such direction, the Court may dismiss the proceedings as to
such stockholder.

(h) After determining the stockholders entitled to an appraisal, the Court
shall appraise the shares, determining their fair value exclusive of any element
of wvalue arising from the accomplishment or expectation of the merger or
consolidation, together with a fair rate of interest, if any, to be paid upon
the amount determined to be the fair value. In determining such fair value, the
Court shall take into account all relevant factors. In determining the fair rate
of interest, the Court may consider all relevant factors, including the rate of
interest which the surviving or resulting corporation would have had to pay to
borrow money during the pendency of the proceeding. Upon application by the
surviving or resulting corporation or by any stockholder entitled to participate
in the appraisal proceeding, the Court may, in its discretion, permit discovery
or other pretrial proceedings and may proceed to trial upon the appraisal prior
to the final determination of the stockholder entitled to an appraisal. Any
stockholder whose name appears on the list filed by the surviving or resulting
corporation pursuant to subsection (f) of this section and who has submitted his
certificates of stock to the Register in Chancery, if such is required, may
participate fully in all proceedings until it is finally determined that he is
not entitled to appraisal rights under this section.

(1) The Court shall direct the payment of the fair value of the shares,
together with interest, if any, by the surviving or resulting corporation to the
stockholders entitled thereto. Interest may be simple or compound, as the Court
may direct. Payment shall be so made to each such stockholder, in the case of
holders of uncertificated stock forthwith, and the case of the holders of shares
represented by certificates upon the surrender to the corporation of the
certificates representing such stock. The Court's decree may be enforced as
other decrees in the Court of Chancery may be enforced, whether such surviving
or resulting corporation be a corporation of this State or of any state.

(j) The costs of the proceeding may be determined by the Court and taxed
upon the parties as the Court deems equitable in the circumstances. Upon
application of a stockholder, the Court may order all or a portion of the
expenses incurred by any stockholder in connection with the appraisal
proceeding, including, without limitation, reasonable attorney's fees and the
fees and expenses of experts, to be charged pro rata against the value of all
the shares entitled to an appraisal.

(k) From and after the effective date of the merger or consolidation, no
stockholder who has demanded his appraisal rights as provided in subsection (d)
of this section shall be entitled to vote such stock for any purpose or to

receive payment of dividends or other distributions on the stock (except
dividends or other distributions payable to stockholders of record at a date
which is prior to the effective date of the merger or consolidation); provided,

however, that if no petition for an appraisal shall be filed within the time
provided in subsection (e) of this section, or if such stockholder shall deliver
to the surviving or resulting corporation a written withdrawal of his demand for
an appraisal and an acceptance of the merger or consolidation, either within 60
days after the effective date of the merger or consolidation as provided in
subsection (e) of this section or thereafter with the written approval of the
corporation, then the right of such stockholder to an appraisal shall cease.
Notwithstanding the foregoing, no appraisal proceeding in the Court of Chancery
shall Dbe dismissed as to any stockholder without the approval of the Court, and
such approval may be conditioned upon such terms as the Court deems just.

(1) The shares of the surviving or resulting corporation to which the
shares of such objecting stockholders would have been converted had they
assented to the merger or consolidation shall have the status of authorized and
unissued shares of the surviving or resulting corporation.
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