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Our Mission
We will pursue sustainable growth in all of our businesses. We are committed to building value for: our
customers, by providing the best service in the industry, constantly improving our products and developing
innovative solutions to individual customer needs; our employees, by offering an environment that
provides challenges and opportunities for growth and learning, as well as fostering teamwork; our community, by managing our businesses in an environmentally sound manner and participating in community programs; and our shareholders, by achieving sustainable long-term profitability superior to the industry.

St. Lawrence Cement Group is a leading producer
and supplier of products and services for the
construction industry, serving some 8,000 customers in Canada and on the eastern seaboard of
the United States. St. Lawrence Cement Group has
3,200 employees: 1,840 in Ontario, 765 in Québec
and the Atlantic Provinces, 340 in the United States
and 255 Corporate employees.

Holcim Ltd, a Swiss company, holds 63% of
St. Lawrence Cement Group shares mainly through
its U.S. subsidiary, Holcim (US) Inc. Holcim Ltd is one
of the world’s leading suppliers of cement, concrete
and aggregates. With a presence in over 70 countries on all continents, the Group currently employs
more than 61,000 people.

www.stlawrencecement.com

The cover photograph of the Sir Adam Beck Generating Station
on the Niagara River is courtesy of BoatNerd.com.
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Financial Highlights

2005

2004

1,317.8
20.6
128.4
72.1

1,278.0
67.1
136.8
75.5

Financial position (millions of dollars)
Working capital, excluding cash and cash equivalents
Total long-term debt
Shareholders’ equity

101.7
168.2
607.0

56.9
193.8
610.5

Per share values (dollars)
Basic earnings
Basic earnings excluding unusual expense(1)
Operating cash flow
Dividends
Book value

0.49
1.50
3.07
0.56
14.49

1.61
1.61
3.29
0.52
14.62

Financial ratios
Working capital
Total long-term debt on total capitalization (%)
Operating profit on sales (%)
Return on average equity (%)

1.5:1
18
9.7
3.4

1.4:1
20
10.3
11.2

Operations (millions of dollars)
Sales
Net earnings
Operating cash flow
Additions to property, plant and equipment

(1)

Excludes after-tax impact of $42.1 million ($1.01 per share) related to the Greenport Project in 2005.
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Message
to Shareholders
Despite an extremely challenging year in 2005, we remained
focused on our financial targets and the execution of our longterm business plan.
We ended 2005 with sales of $1,317.8 million
compared to $1,278.0 million in 2004, and an
operating profit of $128.0 million, $3.4 million below
the solid level attained in 2004. Operating cash flow
remained strong at $128.4 million in 2005 compared to
$136.8 million in 2004 and our balance sheet showed
an absolute reduction in long-term debt. At year-end,
long-term debt represented only 18% of total
capitalization, a very comfortable position, compared
to 20% in 2004.

In April 2005, we withdrew our proposed cement plant
project in Greenport, New York from the permitting
process following a negative determination by the
New York Department of State. This was a difficult but
necessary business decision after nearly seven years of
environmental studies, engineering work, public
hearings and community outreach. Consequently, we
recorded a write-down of $72.0 million ($42.1 million
after-tax), representing capitalized development costs
as well the impairment in the value of the remaining
Greenport assets. This amount, which has no impact on
our liquidity and capital resources, is recorded as an
unusual expense in the consolidated statement of
earnings.

t

In 2005, our Dufferin Construction unit and
their partner were successful on a design build
proposal for the Niagara Tunnel project, which
will increase the generating capacity of the
Sir Adam Beck generating station at Niagara
Falls. This will be the largest diameter hard rock
tunnel in the world, with an estimated cost
of $900 million over four years. Dufferin
Construction is responsible for the heavy civil
engineering work at the inlet and outlet and
Dufferin Concrete will provide the concrete
for the tunnel.

This strong performance was achieved despite a
number of unfavourable factors, including an
unexpected reversal of trend in our markets in mid-year
when cement demand softened while elevated energy
prices continued to escalate. We also experienced a
significant production shortfall in one of our U.S.
cement plants that had to be compensated by highercost imported product and we incurred unplanned
maintenance costs to restore normal operations. Our
2005 results also reflect the establishment of a North
American finance and administrative services centre
jointly with Holcim (US). This initiative, which was
implemented on budget, is expected to generate
annual savings of approximately $2.0 million in future
years.

Mainly as a result of this unusual expense, net earnings
in 2005 were $20.6 million compared to $67.1 million
in the previous year. On a comparable basis excluding
this item, basic and diluted earnings per share were
$1.50 compared to $1.61 in 2004.
Growth and Competitive Initiatives
With the Greenport decision behind us, we undertook
actions to secure our cement supplies for our Northeast
U.S. customers until a viable alternative is determined
and put into place to serve this important market in the
long-term. One of the steps under way is a $10 million
investment in 2005-2006 in our Catskill plant, which
was to be replaced by Greenport, to assure efficient
and reliable operation for the foreseeable future. We
are also investing to strengthen our U.S. distribution
network, including the purchase and installation of a
state-of-the-art cement unloader, to optimize our
ability to handle imported product while leveraging our
membership in Holcim to negotiate longer-term
contracts for cement supplies into this region.
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In Canada, we recently began construction of a new grinding mill at our Mississauga
cement plant. This project, which is scheduled for completion in the first half of 2007,
will increase our annual slag grinding capacity in Ontario to approximately 400,000
tonnes.
We are continuing to reinforce our vertical integration in our Canadian markets by
securing aggregates supplies for the long-term and continuing to modernize and
reposition our ready-mix concrete assets. In 2005, we obtained preliminary approval for
the extension of our Milton quarry in Ontario.
In response to the escalation in energy costs, we are seeking to increase the thermal
substitution rate in our cement plants through the use of alternative fuels. We have
established a structure under the Energis brand to be responsible for alternative fuels
and raw materials. Energis is fully in place in the Québec & Atlantic division. Our
objective is to increase our visibility with communities and industries that generate
suitable wastes and by-products and to offer them co-processing services. The
beneficial use of such products contributes to lower energy costs in our cement plants
and generates environmental benefits through their safe disposal.

Philippe Arto

Corporate governance
During the past year, we completed an update of our corporate governance policies in
light of new securities regulations, including processes leading to the certification of
annual and interim financial disclosures by company officers and executives. We believe
that our corporate governance practices comply in all respects with applicable
Canadian guidelines.
Environmental performance
We are pleased to report improvement in most of our key environmental performance
indicators in 2005. Our performance reflects the benefits of the major investments we
have made in management systems, process modifications, monitoring equipment,
training and communication in recent years, as well the participation of our employees.

Benoît-H. Koch

In the first quarter of 2006, we will publish a sustainable development report detailing our progress in the 2003-2005
period. We invite our shareholders and other stakeholders to read this important document and give us their comments.
Outlook for 2006
We are cautiously optimistic about our prospects for 2006. The anticipated softening in residential construction from the
strong levels experienced in 2005 is forecasted to be offset by increased activity in the non-residential and infrastructure
sectors where cement intensity is higher. The latest Portland Cement Association forecast calls for 1% to 2% growth in
cement demand in our markets in 2006.
We began 2006 with a strong backlog of construction work in Ontario and a very promising opportunity list. In Québec
& Atlantic, there is a good base of demand. Cement continues to be in short supply in our U.S. markets and demand is
forecast to remain steady. Firm global cement demand and high ocean freight rates will limit imports to volumes needed
to achieve market balance.
Based on this outlook, we expect to be able to offset anticipated increases in energy costs through continuing strong sales
volumes and favourable pricing. These factors, combined with further internal cost improvements, will be key in our ability
to match and surpass the operating profit levels of the past two years.
Acknowledgments
Our employees showed great determination and dedication again in 2005 and we acknowledge with appreciation their
engagement and their contribution to the company’s progress. We also join our 3,200 employees in thanking our many
customers for giving us the opportunity to be their business partner and to assure them of our long-term commitment to
serving their needs.

Philippe Arto
President and Chief Executive Officer

Benoît-H. Koch
Chairman of the Board
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Review
of Operations
As a member of Holcim Ltd, one of the world’s leading suppliers of
cement, aggregates and concrete, St. Lawrence Cement Group draws on
the expertise and resources of a global organization active in 70
countries.
Common mindsets, which are shared across our divisions and the Holcim
Group, facilitate the integration of innovations, learnings and best
practices from around the world into our North American operations and
business processes.
The combination of our skilled employees,
local market knowledge, world-class management systems and technical standards
sustains our competitiveness and drives our
financial performance.

Open House
celebrating the
40th anniversary
of the Joliette
cement plant

Corporate
Social Responsibility
In 2005, we achieved two significant milestones in the
area of occupational health and safety (OH&S), one of
the pillars of our approach to Corporate Social
Responsibility (CSR).
•

Through the mobilization of the entire company and
strong engagement from all employees and
managers, we have made excellent progress in
improving our safety record. The company-wide losttime injury frequency rate (LTIFR) improved to 4.2 in
2005. This compares to 7.5 in 2004 and is below our
corporate target of 5 set three years ago. The severity
rate in 2005 was 113.3 compared to 228.6 in 2004.

•

The second milestone was the confirmation of our
successful implementation of a comprehensive OH&S
management system in all divisions and business
units. Following an in-depth audit, an international
team comprised of Holcim Group and external OH&S
experts awarded our company a 99% score for
compliance with Holcim’s global standards.

in 2006 and subsequent years is to create and maintain
a permanent “Safety First” culture by promoting
individual accountability and involvement.
Our determination to provide our employees with a
safe and healthy workplace is a priority for the
company and a fundamental component of our social
responsibility. Experience also indicates that a safe
workplace leads to a more engaged workforce, product
and project quality, as well as cost benefits through
lower premiums to government-administered worker
compensation programs.
Other highlights
• We pursued the implementation of a structured
approach to CSR, including a corporate policy,
strategies, and measurement systems to monitor,
evaluate and report on our progress. More than 218
community events were conducted at our facilities in
2005 compared to 143 in 2004.
•

Together these accomplishments provide a solid
foundation for continuous improvement and motivation to pursue the ultimate goal of zero harm. With a
proven OH&S management system in place, our focus

Two of our facilities – Catskill and Hagerstown –
established community advisory panels in 2005. All of
our major facilities now have formal mechanisms for
engaging in constructive dialogue with their local
communities.

Review of Operations
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Demix Béton
was an important
concrete supplier
for the extension of
the Montréal subway
system to Laval.
t

St. Lawrence Cement
supplied cement for the
Capitol Visitor Center,
a 580,000 sq. ft.
underground facility
on the east side of
the U.S. Capitol in
Washington, D.C.

Review of Operations
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Demix Construction
did concrete surfacing
work on Highway 10
as part of the redesign
of the Taschereau
Interchange south
of Montréal.

t

St. Lawrence Cement
is a major cement
supplier for
Hydro-Québec’s
hydroelectric project
on the Péribonka River.

Review of Operations
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Better Cost
Management

Cost management is critical to our success. Through
the implementation of rigorous plant fitness programs
in our cement plants, we are improving their reliability,
increasing production volumes and mitigating the
effect of rising costs for some inputs such as energy.
Through this and other efficiency and cost containment
measures, we sustain our competitive advantage and
maintain cost leadership in our markets.

The analysis of the Hagerstown cement plant was
conducted in 2005 and improvement actions in this
facility will begin in 2006.

Since 2002, we have invested approximately
$40 million to increase overall equipment efficiency in
our cement plants. The fitness programs begin with a
full review of a facility’s equipment, production
processes and other vital parameters by a team of
Holcim experts and plant management. This information is used to develop a detailed plan, including a list
of specific improvement actions, an estimate of the
capital investment and expenses required, as well as
anticipated benefits in terms of additional cement
volume and cost savings. Identified actions are
implemented over a period of several years to avoid
production disruptions.

Other highlights
We are conducting operations reviews of our
aggregates operations with a view to improving
efficiencies, product quality and equipment reliability.
The reviews began at the Laval, Québec quarry, which
has a difficult geology, and major changes to the
operations were successfully implemented during
2005. In Ontario, we completed a review of the
Flamboro quarry and expect to carry out the
recommended actions during 2006. Our aggregates
business is critical in our vertical integration strategy.

The benefits of this major initiative are clearly evident at
the Mississauga plant which began to implement the
recommended actions at the end of 2002 and had
completed about 90% by the end of 2005. The plant’s
production has consistently improved in recent years
and we have captured most of the anticipated benefits
of the fitness program.

In addition to this comprehensive fitness program, we
are conducting a review of maintenance activities and
taking actions to reduce such expenses based on
Holcim best practices.

Laval quarry

We expect the Joliette and Catskill plants, which
were approximately half way through their implementation in 2005, to realize benefits starting in 2006.

Hagerstown
cement plant

We have established a structure under the Energis
brand to be responsible for alternative fuels and raw
materials. Energis is fully in place in the Québec &
Atlantic division. Our objective is to increase our
visibility with communities and industries that generate
suitable by-products and wastes and to offer them coprocessing services. The beneficial use of such products
contributes to lower energy costs in our cement plants
and environmental benefits through their safe disposal.
Following successful joint initiatives with our sister
company Holcim (US) in information systems and
procurement, in 2005 we set up North American
Business Services to provide accounting, accounts
payable and accounts receivable services to both
companies. This finance service centre, located in
Concord, Ontario, will improve service levels and
internal efficiency as of 2006.

Review of Operations
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Sustainable Environmental
Performance

We continue to improve our environmental performance as measured by key eco-efficiency indicators,
incidents and complaints from neighbours. Our four
cement plants and grinding facility, as well as our
Québec aggregates operations, are certified ISO 14001
and this international standard is our guide to
continuous improvement.

Other highlights
In May 2005, the Mississauga cement plant was
awarded top prize in both the “Environmental
Performance” and “Overall Environmental Excellence”
categories in the 2004 Cement Industry Environment &
Energy Awards. This North American competition is
sponsored by the Portland Cement Association and

Net emissions of carbon dioxide (CO2) expressed in
kilograms per ton of cementitious products were 668 in
2005 compared to 669 in 2004. At the end of 2005,
our cumulative reduction in net CO2 emissions was
23.9% since 1990 and 15.8% since 2000.
Emissions of nitrogen oxide and sulphur dioxide per ton
of cementitious product have shown steady
improvement over the past five years. As of 2005, all
of our cement plants measure these emissions in real
time using monitors on their main stacks, allowing
operators to respond more effectively to optimize
operations.

Mississauga
cement plant

Rehabilitated area
of Milton quarry

Tree planting at
Varennes quarry

All of our facilities and sites now track and report
monthly on a host of relevant environmental
performance indicators, including incidents, violations
and complaints from neighbours, if any. This
information allows us to monitor progress against
objectives for each location and for the company as a
whole.

Cement Americas Magazine. The plant was cited for its
ISO 14001 environmental management system, its
control and reduction of emissions, waste minimization
and reduction of natural resources consumption,
recognition from the community and high level of
employee environmental awareness.

We will publish our second Sustainable Development
Report in the first quarter of 2006, presenting a
complete review of our environmental and social
performance in the years 2003, 2004 and 2005.

Dufferin Aggregates was selected for nine Industry
Advancement awards by the Aggregate Producers’
Association of Ontario in the areas of property
enhancement,
progressive
rehabilitation
and
community relations. The Mosport pit received the
Award of Excellence for achievement in all three
categories. Dufferin Aggregates was also honoured by
the National Stone, Sand and Gravel Association with
10 awards for environmental performance, community
relations and site rehabilitation.

Review of Operations
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St. Lawrence Cement
supplied cement for
the new U.S. Census
Bureau building located
in the outskirts of
Washington, D.C.
t

Dufferin Construction
is the lead contractor
for the Red Hill Creek
Expressway project
linking Hamilton to the
Queen Elizabeth Way.
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Demix Béton
supplied concrete
for the exterior face
of the Tours Lépine
luxury residential
complex in
downtown Montréal.

t

St. Lawrence Cement
supplied cement for
the concrete bases of
120 turbines for the
Maple Ridge Wind
Farm project in Lewis
County, New York.

Review of Operations
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Permanent
Marketing Innovation

Human Resources
Excellence

Our goal is to achieve the highest customer satisfaction
in our industry through innovative products and
services. To this end, we measure both customer
satisfaction and the quality of our products and
services.

People are the greatest asset in our organization. We
are proud of our team and their accomplishments in a
demanding work environment of accelerated change.

In early 2005, we completed the ISO 9001 certification
process at our cement plants and grinding facility. This
internationally-recognized
quality
management
standard is an important tool in helping us achieve
higher product consistency across our operations.

We strive to provide appropriate tools and training for
our employees so they can work safely and efficiently,
whether on a construction site or at a computer.
Particular attention is focused on leadership

Our success in developing a market for GranCem® in
the U.S. has allowed us to narrow the price differential
with Portland cement as customers recognize the
benefits of using this product. GranCem® is our brand
of high quality slag cement. It is marketed as both a
concrete enhancer in applications requiring extra
durability and lower heat of hydration, as well as a
“green” building product. In Ontario, we have
developed the market for GranCem® sufficiently to
embark on an investment program at the Mississauga
plant that will increase our production to approximately
400,000 tonnes in 2007.
Our Québec & Atlantic division is successfully creating
demand for its own type of slag cement, which is
produced by adding granulated slag to the clinker and
gypsum in the final stages of the cement
manufacturing process in the Joliette plant.

Employees
involved in
United Way
campaign in
Montréal

“Safety First”
is our priority

We continue to be an industry leader in offering online
solutions to our customers. Traffic on our cement and
concrete portals is growing rapidly and we are adding
richer content and new functionalities to enhance

Dufferin
Aggregates Online

development to ensure we have a strong succession
throughout our operations. In 2005, reorganizations
were completed in several business units and most of
the leadership positions were filled from within,
providing new and expanded responsibilities for many
of our people.
Our 2005 employee survey showed a high level of job
satisfaction and strong engagement. The vast majority
of our employees also indicated that there is an open
dialogue with their supervisors regarding work-related
matters.

customer service and to attract architects, engineers
and specifiers. In 2005, we invested in an aggregates
portal for our Ontario operations which will be
launched in the first half of 2006.

As in the previous survey conducted in 2004, the
majority of our employees are concerned about the
pace of change and the way it is being managed. Our
priority in 2006 is to address these and other concerns
through concrete actions and better communication.
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Management’s
Discussion and Analysis
This Management’s Discussion and Analysis (“MD&A”), dated February 2, 2006, is intended to
assist the reader in the understanding and assessment of the trends and significant changes in
our results of operations and financial condition. As such, this MD&A should be read in
conjunction with the accompanying audited consolidated financial statements and the notes
thereto for the years ended December 31, 2005 and 2004. Our financial statements are prepared
in accordance with Canadian Generally Accepted Accounting Principles. All figures in this MD&A
are expressed in Canadian dollars, unless otherwise stated. Any forward-looking statements
may involve risks and uncertainties, including those noted under the heading “Risk Factors” in
this MD&A. Actual results could differ materially from those expressed or implied in such
forward-looking statements.

Overview of the Company
St. Lawrence Cement Group Inc. and its subsidiaries (referred to
hereinafter as “we”, “our” and “us”) operate mainly in one
industry segment – the manufacture and distribution of cement,
aggregates and related products and services for the construction industry. We serve three regional markets – Ontario, Québec
and the Atlantic Provinces, and the Northeast United States – and
manage our operations, including marketing and sales, primarily
through three corresponding geographic divisions. The financial
performance of our divisions is measured and evaluated mainly
on their sales and operating profit.
Our Canadian operations are vertically integrated. Their
combined assets include two cement plants, a joint-venture slag
granulator for the production of GranCem® (our brand of slag
cement), distribution terminals, ready-mix concrete plants,
stone quarries and sand pits, and construction companies. Our
U.S. division operates two cement plants, one GranCem®
facility and distribution terminals. We use the term
“cementitious products” to designate various types of cement,
GranCem® and other mineral components such as fly ash and
silica fume which are added to cement mixes to obtain specific
properties.
Overview of 2005
In 2005, construction activity in our markets did not match the
strength observed in 2004, due primarily to the decline in
residential construction. According to the latest outlook from
the Portland Cement Association (PCA), cement demand
decreased between 2-4% in our markets for 2005 as a whole,
a significant reversal compared to the forecast issued in the first
half of the year. Our operating profit in 2005 nearly matched
the strong level attained in 2004 as a result of efficiency
improvements, effective cost management and price increases
for construction materials in all markets.

Our financial performance in 2005 was influenced by several
factors, one of the most significant being the continued
escalation in total energy costs. In cement manufacturing, fuel
(mainly coal and petroleum coke) and electricity accounted for
approximately 35% of our cash operating costs in 2005
compared to 32% in 2004. Higher diesel fuel and electricity
prices also affected operating costs in our concrete, aggregates
and construction businesses. Based on current supply
agreements and energy price trends, we estimate that energy
costs will account for a higher proportion of cash operating
costs in both cement manufacturing and our other businesses
in 2006 compared to 2005.
Increasing the thermal substitution rate in our cement plants
offers a compelling opportunity to control and reduce our total
energy costs, particularly in our cement plants. Although our
substitution rate was lower in 2005 compared to 2004, mainly
due to temporary issues at the Joliette cement plant, we made
good progress in increasing the use of alternative fuels at the
Hagerstown plant. In order to increase our visibility with
communities and industries that generate suitable by-products
and wastes, we have established a structure under the Energis
brand to be responsible for alternative fuels and raw materials.
Energis is fully in place in the Québec & Atlantic division. With
the situation in Joliette now resolved and through higher use of
alternative fuels at Hagerstown, we expect to benefit from a
higher thermal substitution rate in 2006 than in 2005.
The high cost of imported cement in 2005, resulting from
strong global demand and elevated ocean freight rates,
reduced margins in our U.S. division. The impact on our results
was compounded by a significant production shortfall at our
Catskill plant, which led to increased sales volumes of imported
cement. The expenditures associated with the replacement of a
major piece of equipment, which will improve future reliability
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and product quality at this plant, increased our operating costs. We are looking at a number of long-term supply
alternatives in our U.S. markets, where demand exceeds regional cement manufacturing capacity, following our
decision in 2005 to withdraw from the permitting process for a replacement cement plant in Greenport, New York,
(“Greenport Project”) which is discussed under the heading “Other Specified Items”.
We incurred additional costs in 2005 related to operating issues in the alternative fuels handling system at the Joliette
cement plant. Although cement production was unaffected, the required modifications resulted in unplanned costs
and the prolonged underperformance of the system led to a reduction in the plant’s thermal substitution rate, which
resulted in increased fuel costs.
In our mature industry, cost management and efficiency improvements are essential to achieving higher margins.
During 2005, we continued to implement efficiency measures under a comprehensive fitness program which is now
underway at all four of our cement plants. The program is meeting objectives at the Mississauga plant, where the
implementation of identified actions is nearing completion, and we expect to begin capturing benefits at our Joliette
and Catskill plants in 2006. The Hagerstown plant will begin implementation in 2006. We are in the early stages of
implementing a comparable program in our major aggregates quarries. Following an in-depth analysis, we made
important modifications at our Laval, Québec quarry in 2005 and completed a study of our Flamboro, Ontario quarry
in preparation for implementation of recommended actions in 2006.
As a member of the Holcim Group, we also pursue opportunities to improve efficiency through shared services with
our sister company Holcim (US). Following a number of successful joint initiatives in information systems and
procurement in recent years, in 2005 we set up North American Business Services (“NABS”) to provide accounting,
accounts payable and accounts receivable services to both companies. This finance service centre, located in
Concord, Ontario, started up successfully in October 2005 and we expect to benefit from improved service levels and
internal efficiency as of 2006. Estimated annual cost savings of $2.0 million are expected in future years. Our 2005
results include $7.2 million of expenses associated with the implementation of NABS that are recorded in selling and
administrative expenses and $0.9 million of related capitalized expenses.
Selected Financial Data
The following table presents selected audited financial data for the past three years derived from our financial
statements.
(millions of dollars, except per share data)

Sales
Operating profit
Earnings before income taxes excluding unusual expense(1)
Net earnings
Basic and diluted earnings per share
Basic and diluted earnings per share excluding unusual expense(2)
Total long-term debt
Total assets
Dividends per share
(1)
(2)

2005

2004

2003

1,317.8
128.0
110.1
20.6
0.49
1.50
168.2
1,189.8
0.56

1,278.0
131.4
108.1
67.1
1.61
1.61
193.8
1,213.3
0.52

1,149.2
119.3
104.3
65.4
1.58
1.58
229.4
1,143.1
0.50

Excludes pre-tax impact of $72.0 million related to the Greenport Project in 2005.
Excludes after-tax impact of $42.1 million ($1.01 per share) related to the Greenport Project in 2005.
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In our Canadian markets, vertical integration contributes to the overall efficiency of our operations
and provides us with a competitive advantage. As a leading aggregates supplier, we seek to maintain
long-term supplies through acquisitions and the permitting of extensions for existing operations.
After significant acquisition activity in the past three years, in 2005 our focus was on improving
margins at the acquired quarries and pits. We also received approval from the Ontario Municipal
Board and the Environmental Review Tribunal for an 83-hectare extension of our Milton, Ontario
quarry. A decision from the Ontario Cabinet is expected some time in 2006. This extension would
allow another 12 years of operation at this site. One of our objectives in 2006 is to reinforce our
aggregates supplies in the Greater Montréal Area. In ready-mix concrete, we sustain leadership in our
markets through investment in new facilities, modernization of existing plants and selective
acquisitions. A number of initiatives were completed in 2005, including the inauguration of a new
concrete plant in Whitby, Ontario.
Operating cash flow remained strong in 2005 and we ended the year in a comfortable financial
position with long-term debt representing 18% of total capitalization compared to 20% in 2004. Our
financial strength will allow us to fund capital investments in our operations and to pursue growth
opportunities in 2006.
Other Specified Items
In 2005, we made the decision to withdraw our proposed Greenport replacement cement plant
(“Greenport Project”) from the permitting process after receiving a negative determination from the
New York Department of State (DOS) with respect to the project’s impact on the State’s coastal zone
policies. As a result, we recorded a write-down of $65.5 million ($37.8 million after-tax) of related
capitalized development costs in the second quarter of 2005. In view of the land use restrictions implicit
in the DOS ruling, which were confirmed by an appraisal performed by third-party evaluators, we
recorded an additional write-down of $6.5 million ($4.3 million after-tax) in the fourth quarter of 2005,
representing the impairment in the net book value of the remaining Greenport assets. These writedowns, totalling $72.0 million ($42.1 million after-tax), are recorded as an unusual expense in the 2005
consolidated statement of earnings and have no impact on our liquidity and capital resources.
Consolidated Results of Operations - 2005
(Year ended December 31, 2005 compared to year ended December 31, 2004)

Consolidated sales increased by 3.1% to $1,317.8 million in 2005 compared to $1,278.0 million in
2004. This increase reflects mainly improved selling prices for construction materials in all markets
and a $15.2 million increase in construction services revenues, offset partly by lower sales volumes of
construction materials. Sales of cementitious products were $506.0 million in 2005 compared to
$488.0 million in 2004. The negative exchange rate impact on the translation of U.S. sales to
Canadian dollars for reporting purposes in 2005 was $21.8 million.
Cost of sales increased by 3.0% to $1,028.4 million in 2005 compared to $998.0 million in 2004.
This increase reflects several factors explained earlier, including the higher costs of imported cement
required to serve our U.S. customers, elevated prices for coal, electricity and diesel fuel, as well as a
lower thermal substitution rate at the Joliette plant. We also incurred unplanned maintenance costs

Consolidated Sales Volumes
and Construction Revenues
Cementitious products (millions of tonnes)
Aggregates (millions of tonnes)
Concrete (millions of cubic meters)
Construction services (millions of dollars)

2005

2004

2003

2002

2001

5.0
20.7
2.4
411.2

5.1
21.2
2.5
396.0

5.1
17.1
2.5
304.0

5.1
16.6
2.5
312.3

4.8
15.7
2.5
352.9
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at the Catskill cement plant. In addition, 2005 includes a full year of cost of sales of aggregates
businesses acquired in the prior year, including the January-March quarter when annual maintenance
is conducted, compared to only nine months from April to December in 2004. The increase in cost
of sales also reflects the higher construction services revenues in 2005 compared to 2004. These
factors were partly offset by internal efficiency improvements and the exchange rate impact on costs
incurred in U.S. dollars. As a percentage of sales, cost of sales was 78.0% in 2005 compared to
78.1% in 2004.
Gross profit improved to $289.4 million in 2005 compared to $280.0 million, representing 22.0% of
sales compared to 21.9% of sales in 2004. Cementitious products accounted for $191.6 million of
gross profit in 2005 compared to $184.3 million in 2004.
Selling and administrative expenses increased to $103.1 million in 2005 compared to $89.8 million
in 2004. Included in the 2005 expenses are $7.2 million of costs associated with the implementation
of NABS, which is expected to improve service levels and internal efficiency beginning in 2006, as well
as additional severance costs, increased procurement expenses, higher pension expense and expenses
associated with a major health and safety initiative. Additional NABS-related expenses of $0.9 million
have been capitalized, for a total implementation cost to St. Lawrence Cement of $8.1 million.
Depreciation and amortization of property, plant and equipment and other long-term assets totaled
$58.3 million in 2005 compared to $58.8 million in 2004. This decrease is due mainly to the
favourable foreign exchange impact on the depreciation of U.S. assets resulting from the year-overyear appreciation of the Canadian dollar.
Consequently, operating profit was $128.0 million in 2005 compared to $131.4 million in 2004.
Other expenses were $2.3 million in 2005 compared to $5.5 million in 2004. The difference mainly
reflects the change in the accounting treatment of our investment in Cayuga Materials and
Construction Ltd. Since the end of the first quarter of 2004 when our ownership interest increased
to 100% from 40%, Cayuga is fully consolidated.

1.61

03

04

1.50

1.58

Income taxes were $17.5 million in 2005 compared to $41.0 million in 2004, reflecting the impact
of the Greenport Project write-down. Excluding the impact of the Greenport Project write-down, the
tax rate in 2005 was 43.0% compared to 37.9% in the previous year. The higher tax rate in 2005
reflects mainly the impact on future income taxes of the increase in the corporate tax rate in Québec,
gradually effective from 2006 onwards.

(dollars)

2.07

Financial expenses declined to $16.9 million in 2005 compared to $17.7 million in 2004. This
decrease reflects lower average debt and lower foreign exchange losses in 2005.

Basic Earnings per Share
Excluding Unusual
Expense(1)

1.52

As explained previously, we recorded an unusual expense of $72.0 million ($42.1 million after-tax) in
2005 related to the Greenport Project. No unusual expense was recorded in 2004.

As a result of the above, net earnings were $20.6 million in 2005 compared to $67.1 million in 2004.
Basic earnings per share in 2005 were $0.49 compared to $1.61 in the previous year. Excluding the
unusual expense related to the Greenport Project, basic earnings per share in 2005 were $1.50.

01

02

(1) Excludes

05

after-tax impact of
$42.1 million ($1.01 per share)
related to the Greenport Project
in 2005.
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Sales
by Division – 2005
(percentage)

57%

21%

22%

Québec & Atlantic Division
The Québec construction market slowed down in 2005 and competitive activity increased due to new
cement production capacity in the market and cement imports by a non-integrated ready-mix
concrete supplier. Sales to external customers increased 1.6% to $291.2 million compared to $286.5
million in 2004. Operating profit was $33.9 million compared to $35.0 million in 2004, mainly as a
result of higher operating costs at the Joliette plant and costs related to efficiency improvements at
the Laval quarry.

Operating Profit
by Division – 2005
(percentage)

70%

4%

Results by Geographic Segment
Ontario Division
The Ontario construction market was characterized by a lack of major infrastructure projects in 2005
following the completion of work on the expansion of the Lester B. Pearson International Airport in
Toronto. Demand for construction materials was lower in 2005 than in 2004. Sales to external
customers increased 2.7% to $755.9 million in 2005 compared to $735.8 million in 2004, reflecting
higher selling prices for construction materials, partly offset by lower sales volumes, and an increase
in construction services revenues. Operating profit was $89.2 million in 2005 compared to $84.5
million in 2004.

26%

Property, Plant and
Equipment and Goodwill
(percentage)
($808.3 million as of
Dec. 31, 2005)

60%

United States Division
Cement demand in 2005 was similar to 2004 and pricing improved further due to the shortage of
cement manufacturing capacity in the Northeast U.S. region. Sales to external customers increased
by 14.0% in local currency and by 5.9% in Canadian dollars to $270.7 million compared to
$255.7 million in 2004. Operating profit was $4.9 million (US$4.0 million) compared to $11.9 million
(US$9.1 million) in 2004, reflecting mainly higher costs of imported cement and granulated slag,
a higher proportion of imported cement in the sales mix due to lower production at the Catskill plant,
unplanned maintenance work at this plant and higher total energy costs.
Fourth Quarter Results of Operations
(Three months ended December 31, 2005 compared to three months ended December 31, 2004)

20%
20%
Ontario
Québec and Atlantic
United States

Consolidated sales declined by 3.5% to $367.8 million in the fourth quarter of 2005 compared to
$381.2 million in the same 2004 period. This decrease reflects lower construction services revenues
which typically generate lower margins, a $3.2 million negative exchange rate impact on the
translation of U.S. sales to Canadian dollars for reporting purposes and lower sales volumes of
cement and concrete, partly offset by higher selling prices for construction materials in all markets.
Gross profit in the fourth quarter of 2005 was $86.5 million compared to $69.2 million in the same
2004 period. This increase is attributable mainly to the lower proportion of construction services
revenues compared to the fourth quarter of 2004 and higher selling prices for construction materials.
Selling and administrative expenses rose to $25.4 million compared to $17.6 million in the fourth
quarter of 2004. Approximately $1.5 million of expenses related to the establishment of NABS were
recorded in the quarter. The balance of the increase reflects mainly severance costs, increased
procurement expenses and higher pension expense. The 2004 amount also included a credit of
approximately $3.5 million for costs re-classified to cost and sales in the fourth quarter. Depreciation
and amortization of property, plant and equipment and other long-term assets was $15.2 million
compared to $14.7 million.
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Operating profit increased by 24.4% to $45.9 million compared
to $36.9 million in the fourth quarter of 2004. Operating profit
increased by $4.2 million in Ontario and $7.5 million in Québec
& Atlantic, partly offset by a $2.7 million decrease in the U.S.
We recorded an unusual expense of $6.5 million in the fourth
quarter of 2005 related to the Greenport Project, as described
under the heading “Other Specified Items”. Financial expenses
increased to $4.6 million compared to $3.9 million in the same
2004 period due to higher interest rates.
Excluding the impact of the unusual expense, the tax rate in the
fourth quarter was 49% compared to 39% in the fourth
quarter of 2004. The increase in the rate reflects the impact on
future income taxes of the increase in the corporate tax rate in
Québec, which will be gradually effective from 2006 onwards.
Net earnings were $17.2 million or $0.41 cents basic earnings
per share compared to $19.7 million or $0.47 per share, in the
fourth quarter of 2004. Excluding the unusual expense, basic
earnings per share in the fourth quarter of 2005 were $0.51.
Operating cash flow was $40.9 million compared to $36.4
million in the same 2004 period. Net cash provided by
operations after net changes in working capital balances was
$98.9 million compared to $128.8 million in the fourth quarter
of 2004. The difference is explained mainly by higher accounts
receivable and inventories. Receivables increased to $173.8
million compared to $127.4 million in the fourth quarter of
2004 mainly as a result of exceptionally weak sales of
construction materials in December 2004 compared to normal
seasonal patterns which resulted in lower receivables, as well as
a $17.0 million reduction in receivables sold under a
securitization agreement. The increase in inventories to $148.4
million compared to $105.5 million in the same 2004 period is
primarily due to the timing of raw materials shipments in the
two periods and higher work in process in construction services.

Consolidated Results of Operations - 2004
(Year ended December 31, 2004 compared to year ended December 31, 2003)

Consolidated sales increased by 11.2% to $1,278.0 million in
2004 compared to $1,149.2 million in 2003. Excluding the
impact of acquisitions and exchange rate variations, the growth
in sales was 5.8%.
Demand for cementitious products was firm and price increases
were implemented in all markets. Sales volumes were stable
compared to 2003, with increases in production offset by lower
availability of imported cement for sale in our U.S. markets.
Consolidated sales of cementitious products were $488.0
million in 2004 compared to $483.9 million in 2003. The 2004
figure takes into account a $20.8 million reduction in U.S. sales
upon translation to Canadian dollars for reporting purposes due
to the depreciation of the U.S. dollar.
Aggregates sales volumes increased significantly in 2004,
reflecting strong demand in Ontario and Québec, as well as
higher production capacity in Ontario as a result of acquisitions.
Concrete sales volumes were stable in a very competitive
market and revenues from construction services and other rose
to $396.0 million in 2004 compared to $304.0 million in the
previous year.
Cost of sales increased by 12.9% to $998.0 million in 2004
compared to $883.9 million in 2003 due to a number of factors
such as energy, maintenance and sales mix. Prices of all energyrelated costs continued to rise in 2004 while plant maintenance
costs increased, partly as a result of major modifications to our
GranCem® facility in the U.S., which led to a significant
production increase and lower operating costs. Construction
services, which typically generate lower margins, increased
significantly as a proportion of our sales mix in 2004, and cost
of sales also reflected the increased scale of our aggregates
business in Ontario following recent acquisitions. The increase
in cost of sales in the U.S. division was partly mitigated upon
translation to Canadian dollars. As a percentage of sales, cost
of sales increased to 78.1% in 2004 compared to 76.9% in
2003.
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Gross profit in 2004 was $280.0 million or 21.9% of sales, compared to $265.3 million or 23.1% of
sales in 2003, reflecting the increase in cost of sales explained above. Cementitious products
accounted for $184.3 million of gross profit in 2004 compared to $178.9 million in 2003.
Reflecting targeted cost reduction initiatives implemented in previous years and continued cost
control in 2004, selling and administrative expenses declined to 7.0% of sales compared to 8.2% of
sales in 2003. In absolute dollars, selling and administrative expenses decreased to $89.8 million
compared to $93.9 million in 2003. Depreciation and amortization of property, plant and equipment
and other long-term assets totaled $58.8 million in 2004 compared to $52.1 million in the previous
year. This increase is explained mainly by the growth in property, plant and equipment as a result of
business acquisitions at the beginning of 2004.
Operating profit increased by 10.0% to $131.4 million in 2004 compared to $119.3 million in 2003.
This improvement was driven mainly by higher selling prices for cementitious products, an increase
in aggregates sales volumes and prices, as well as the reduction in selling and administrative
expenses.
Other expenses were $5.5 million in 2004 compared to $2.4 million in 2003, reflecting mainly a
change in the accounting treatment of our investment in Cayuga Materials and Construction Ltd.
Since 1999, when we acquired a 40% participation in Cayuga, we accounted for this investment
using the equity method and our share of the net income (loss) was recorded in other income
(expenses). Since the end of the first quarter of 2004 when our ownership interest increased to
100%, Cayuga is fully consolidated.
Financial expenses declined to $17.7 million in 2004 compared to $18.1 million in 2003. This
decrease reflects lower average debt during 2004. The loss on sale of assets and investments was
$0.1 million in 2004 compared to a gain of $5.5 million in 2003. During 2003, we recorded pre-tax
gains of $4.7 million from the sale of our 49% interest in Unilock Ltd., an Ontario-based
manufacturer of paving stones and retaining walls and our Ontario concrete block operations, as well
as $0.7 million from the sale of property, plant and equipment.
Income taxes were $41.0 million in 2004 compared to $38.9 million in 2003, reflecting higher pretax earnings. The effective tax rate for 2004 was 37.9% compared to 37.2% in the previous year.
As a result of the above, net earnings were $67.1 million compared to $65.4 million in 2003. Basic
earnings per share in 2004 were $1.61 compared to $1.58 in the previous year. Excluding nonrecurring gains and other items in both years, basic earnings per share were $1.61 in 2004 and $1.51
in 2003, an increase of 7.0%.
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Seasonality and Quarterly Fluctuations
The construction industry is highly seasonal in our geographic markets due to weather patterns and,
as a result, we typically record lower sales as well as net losses during the January-March quarter.
Sales and earnings in the October-December quarter may also be affected by the early arrival of
winter. As a result of this seasonality, our operating results in one interim period should not be
considered as indicative of our financial performance for a full year.
The following table presents selected unaudited quarterly data for the years 2005 and 2004:

(millions of dollars)

Net sales
Operating profit (loss)
Earnings (loss) before income
taxes excluding unusual
expense(1)
Net earnings (loss)
Earnings (loss) per share (diluted)
Earnings (loss) per share (diluted)
before unusual expense(2)

2005
Q1
Q2
Q3
Q4
140.3 360.4 449.3 367.8
(33.8) 40.6 75.3 45.9

2004
Q1
Q2
Q3
Q4
141.4 326.8 428.6 381.2
(26.1) 49.9 70.7 36.9

(37.9) 35.4 70.2
(23.6) (15.5) 42.5
(0.56) (0.37) 1.01

42.4
17.2
0.41

(31.0)
(19.3)
(0.47)

44.1
27.5
0.67

62.7
39.2
0.94

32.3
19.7
0.47

(0.56) 0.53

0.51

(0.47)

0.67

0.94

0.47

1.01

(1) Excludes

pre-tax impact in 2005 of $65.5 million in the second quarter and $6.5 million in the fourth quarter related to the
Greenport Project.
(2) Excludes after-tax impact in 2005 of $37.8 million ($0.91 per share) in the second quarter and $4.3 million ($0.10 per share)
in the fourth quarter related to the Greenport Project.

Operating cash flow remained strong in 2005 at $128.4 million compared to $136.8 million in 2004.
Net cash provided by operations was $85.0 million in 2005 compared to $170.6 million in 2004. This
difference is due to higher working capital requirements in 2005 resulting mainly from the timing of
sales of construction materials during the fourth quarter compared to the fourth quarter of 2004.
Working capital increased to $112.5 million at the end of 2005 compared to $93.0 million in 2004.
This is attributable mainly to higher accounts receivable and inventories. Receivables increased to
$173.8 million compared to $127.4 million in 2004 mainly as a result of exceptionally weak sales of
construction materials in December 2004 compared to normal seasonal patterns, as well as a
$17.0 million reduction in receivables sold under a securitization agreement. The increase in
inventories to $148.4 million compared to $105.5 million in 2004 is primarily due to the timing of
raw materials shipments in the two years and higher work in process in construction services at the
end of 2005 compared to 2004.

Total Capitalization

229

194

926

978

272

985

1,015

(millions of dollars)

922

Liquidity and Financial Resources
We fund our operations, working capital requirements, additions to property, plant and equipment,
business acquisitions, debt repayments and dividend payments through operating cash flow, bank
borrowings, securitization of accounts receivable and long-term debt. Due to the seasonal nature of
our business, working capital requirements vary throughout the year. Therefore, on a quarterly basis,
year-over-year comparisons of operating cash flows and capital resources are generally more
meaningful than comparisons with the previous year-end.

168

264

173
161

166

151

140
582

590

02

03

611

607

04

05

518

01

Total Long-term Debt
Future Income Taxes
Shareholders’ Equity
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Additions to Property,
Plant and Equipment
and Business Acquisitions

72

95

117

140

185

(millions of dollars)

Net cash used for investments was $68.3 million in 2005 compared to $132.5 million in 2004.
Additions to property, plant and equipment in 2005 totaled $72.1 million compared to $75.5 million
in 2004. In addition, in 2004 we used $64.8 million mainly to acquire assets in Ontario, primarily
aggregates.
Our forecast for additions to property, plant and equipment in 2006 is approximately $130 million.
This is subject to the timing of the execution of investments. Approximately $60 million of this
amount will be used to maintain the productive capacity and competitiveness of our assets, including
the continuation of the fitness program in our cement plants and improvements to our cement
logistics in the U.S. The balance will be used for growth initiatives, the most important being the
construction of a new grinding mill at the Mississauga plant that will increase our slag grinding
capacity in Ontario to approximately 400,000 tonnes. Start-up of the new mill is planned for the first
half of 2007.
We expect to fund the 2006 capital expenditures through operating cash flow and bank borrowings.
These bank borrowings are comprised mainly of two unsecured revolving credit facilities in the form
of an $80.0 million facility with Canadian banks and a $104.9 million (US$90.0 million) facility with
U.S. banks. These three-year facilities can be renewed annually at each anniversary date.

01

02

03

04

05

Financing activities used net cash of $42.0 million in 2005 compared to $46.5 million in 2004. Longterm debt was reduced by $21.8 million following a $29.3 million reduction in 2004. Dividend
payments increased to $23.8 million compared to $21.1 million in 2004, reflecting mainly the 12.0%
increase in the quarterly dividend rate to $0.14 effective with the initial quarterly dividend payment
in 2005.
We ended 2005 in a comfortable financial position with shareholders’ equity of $607.0 million, longterm debt of $168.0 million compared to $186.5 million at the end of 2004 and future income taxes
of $151.1 million for a total capitalization of $926.1 million. Our ratio of long-term debt to total
capitalization was a healthy 18:82 compared to 20:80 at the end of 2004.
Contractual Obligations
Payments Due by Period
(millions of dollars)

Total

Less than
1 year

1-3 years

4-5 years

After
5 years

Total long-term debt
Operating leases
Purchase commitments

168.2
109.5
41.0

0.2
21.4
7.8

136.9
38.5
16.2

–
28.9
17.0

31.1
20.7
–

Total contractual obligations

318.7

29.4

191.6

45.9

51.8

Outstanding Share Data
The weighted average number of Class “A” and Class “B” common shares outstanding in 2005 was
41,822,054. The comparable figure used in computing basic earnings per share in 2004 was
41,632,541 shares.
As of December 31, 2005, our outstanding share capital consisted of 26,646,554 Class “A”
subordinate voting shares (2004: 26,504,203), 15,252,848 Class “B” multiple voting shares (2004:
15,252,848) and 578,860 Class “1” special voting shares convertible into Class “A” shares (2004:
588,285). More information on our share capital is found in Note 12 to the consolidated financial
statements.
We did not purchase any common shares for cancellation in 2005 compared to the purchase of
approximately 10,300 shares for this purpose in 2004. We believe the redemption of our shares to
be an appropriate use of corporate funds below certain price levels.
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Critical Accounting Estimates
Our financial statements are presented in Canadian dollars in
accordance with Canadian Generally Accepted Accounting
Principles (“GAAP”). The preparation of these financial
statements in conformity with GAAP requires the use of
estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and
liabilities and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from
these estimates.
We estimate the salvage value of property, plant and equipment
related to our quarries and the liabilities associated with future
removal and site restoration costs. In this regard, effective
January 1, 2004, we adopted a new standard issued by the
Canadian Institute of Chartered Accountants (“CICA”) relating
to asset retirement obligations: Section 3110 – Asset
Retirement Obligations. This section requires that the fair value
of a liability for an asset retirement obligation be recognized in
the period it is incurred when a reasonable estimate of fair value
can be made. The fair value of the liability is added to the
carrying amount of the associated asset and this additional
carrying amount is depreciated over the life of the asset. The
adoption of this standard resulted in a charge of $10.9 million,
net of taxes of $6.1 million, against 2004 retained earnings. In
2005, we incurred accretion expenses of $1.1 million and
depreciation and amortization expenses of $0.8 million relating
to the amortization of the asset retirement cost. The
corresponding amounts in 2004 were $1.4 million and
$1.0 million, respectively. The estimate of the total liability for
future asset retirement obligations is subject to change based
on amendments to laws and regulations and as new
information concerning our operations becomes available.
We account for employee pension plans and other postretirement benefits using assumptions as to discount rates,
long-term rates of return on plan assets and rates of
compensation increase that have a significant impact on the
expenses and liabilities of these plans. The discount rate used to
calculate the accrued benefit obligations for both the pension
benefit plans and other benefit plans was 5.0% as of December
31, 2005 compared to 5.8% as of December 31, 2004. The
expected long-term rate of return on plan assets was 7.5% in
2005 and 7.75% in 2004. Each 0.25% decrease in the
expected return on assets would increase expenses by $0.3
million. We expect employee future benefits expense to
increase by approximately $3.4 million in 2006.
We no longer amortize goodwill, in accordance with the CICA
standard relating to the accounting for goodwill and intangible
assets; instead we test for impairment annually, or more

frequently if events or changes in circumstances indicate that
the related asset might be impaired. We have not recorded any
goodwill impairment since adopting this standard effective
January 1, 2002.
No new accounting policies were adopted in 2005.
Off-balance Sheet Arrangements
We sell accounts receivable to a large financial institution under
a revolving securitization agreement while continuing to
service, administer and collect such receivables. At the end of
2004, we negotiated a new revolving agreement committed for
three years and increased the total amount of accounts
receivable sold to $112.0 million from $100.0 million. In 2005,
the agreement was amended to include certain construction
receivables and the program limit was increased to $115.0
million. As of December 31, 2005, $95.0 million of receivables
had been sold.
In the normal course of business, we may issue standby letters
of credit arising from transactions to purchase materials from
suppliers and, under certain circumstances, guarantee customer
debts. The total of such guarantees as of December 31, 2005
was $4.0 million, compared to $5.7 million at the end of 2004.
We are also party to various lease agreements, mainly for
mobile and construction equipment. The amounts due annually
under such contracts are presented in the table entitled
“Contractual Obligations”.
Financial Instruments
We use derivative financial instruments, mainly interest rate
ceiling (CAP) and interest rate conversion (SWAP) agreements,
to manage our interest rate exposure. These instruments are
used for hedging purposes only and, since the counterparties
are large financial institutions, such agreements present
minimal credit risk. The notional amount of CAP and SWAP
agreements was nil in 2005 and $43.0 million in 2004. The
income or expense resulting from the use of these instruments
is included in net earnings. Such amounts were not material in
2005 and 2004.
We manage our exposure to credit risk by examining each
customer’s financial position through a rigorous credit
evaluation process. We monitor credit risk on a regular basis
and take appropriate measures, including obtaining guarantees
from customers, if necessary. Concentration of credit risk is
limited due to the size of our customer base and the geographic
diversification of our markets. Provisions against losses from
bad debts are set up annually according to credit risk, historical
trends, general economic conditions and other information.
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Related Party Transactions
In the normal course of business, we buy and sell clinker and
cement under contracts negotiated with subsidiaries of Holcim
Ltd, our ultimate parent company. The value of such
transactions is negotiated between the parties based on
prevailing market prices and conditions. These sales and
purchase agreements typically cover a specified volume of
clinker or cement and are generally negotiated annually. In
addition, the supply of granulated slag for our Camden
grinding facility is sourced entirely under a long-term contract
with a Holcim subsidiary. Such transactions involving cement,
clinker and granulated slag totaled $88.1 million in 2005
compared to $63.6 million in 2004. This increase is explained
mainly by higher volumes and prices of clinker and cement
purchased and sold in 2005 compared to the previous year.
In addition to transactions involving materials, we benefit from
certain Holcim Group global infrastructure for which we pay
annual cost sharing fees. We also call on the expertise of Holcim
Group entities for specific initiatives in consideration of
consulting fees based on the nature of the services provided.
Additional information on related party transactions and related
commitments is provided in Note 17 and Note 18 to the
consolidated financial statements.
Risk Factors
This section describes certain risk factors that could affect our
business, financial condition and results of operations. We
cannot predict when and if such risks will materialize and there
may be other risks that we are not currently aware of.
Additional information about some of these risk factors is
contained in the notes to the consolidated financial statements
and the Annual Information Form for the year ended
December 31, 2005.
We have a formal risk management process in place to identify
and monitor potential risks and respond with appropriate action
to mitigate the impact of such risks on our business, financial
condition and results of operations. However, it is not possible
to completely insulate ourselves from these risks.
Our financial performance is sensitive to demand and prices for
our products and services. Demand for cement, concrete,
aggregates and construction services is cyclical and highly
dependent on the level of activity in residential and nonresidential construction, including public infrastructure projects,
in our markets. Selling prices of construction materials can be
affected negatively during periods of lower demand as a result
of economic conditions or excess supply due to capacity
additions in our markets. Cement prices may also be affected by
the availability of offshore cement at competitive prices, which
is usually determined by global supply and demand conditions
for this commodity as well as ocean freight rates.

The construction industry is highly seasonal in our geographic
markets due to weather patterns and, as a result, we typically
record lower sales as well as net losses during the JanuaryMarch quarter. Sales and earnings in the October-December
quarter may also be affected by the early arrival of winter. As a
result of this seasonality, our operating results in one interim
period should not be considered as indicative of our financial
performance for a full year.
We are subject to a number of operational risks including but
not limited to the following:
Equipment and process reliability: Due to the capital intensity
and high fixed costs of cement plants, we strive to optimize
overall equipment efficiency in order to lower unit costs.
Unplanned shutdowns due to equipment failure could result in
a loss of production and additional maintenance costs and
capital expenditures.

Energy prices: Energy – primarily coal, petroleum coke, natural
gas and electricity – is a significant cost component in cement
manufacturing, while diesel fuel is a major input in our
aggregates, concrete and construction businesses. The price
and availability of these and other energy sources can be
affected by numerous factors, including global and regional
supply and demand and regulatory changes.
Limestone and shale supplies: The principal raw materials
required for the manufacture of cement are limestone and
shale. We believe that our supplies of these materials are
sufficient in volume and quality to meet the foreseeable needs
of our cement plants over their remaining useful lives.
Aggregates supplies: We assess the volume and grade of
aggregates in our quarries based on geological measurements.
There is no assurance that we will achieve estimated total
volumes or that the grades will meet our expectations. Beyond
our current aggregates assets, there is no assurance that we will
be able to acquire replacement or additional supplies on
competitive terms or obtain the necessary permits for
extensions to existing quarries or to operate new sites.
Granulated slag supplies: Granulated slag for our Camden
grinding facility is imported from offshore sources and costs and
availability are subject to global supply and demand conditions.
As protection against supply disruptions, we have obtained
permit amendments to increase our inventory capacity.
Product performance: The performance of our cement in
terms of its setting properties, alkali content or colour, as well
as strength characteristics, could vary due to chemical reactions
and physical properties, as well as the manufacturing process.
A poor performance could lead to price discounts, customer
claims or loss of customers.
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Labour relations: We have approximately 65 collective
agreements with various unions. Most of these agreements are
typically renewed for a period between 3 and 5 years. There is
no assurance that we will be able to renew all of our collective
agreements without a work stoppage.
Our ability to offset higher costs through price increases is
dependent on supply and demand conditions in our markets.
Although inflation has not been a significant factor in our
business overall in recent years, total energy costs have
escalated and are continuing to trend higher. We are continuing
efforts to reduce energy costs by increasing the substitution of
fossil fuels through the use of alternative fuels in our cement
kilns, the implementation of energy efficiency measures and
through our procurement policies. We are also taking steps to
increase operating efficiencies throughout our operations and
in our selling and administrative functions.
We are subject to environmental regulations governing effluent
and air emissions, noise limitations, as well as storm and
industrial water management. These regulations, which apply
equally to our competitors, require that we obtain and comply
with the conditions of permits and authorizations from
appropriate regulatory authorities. We believe that our plants
and construction companies operate in substantial accordance
with applicable environmental protection regulations in our
Canadian and U.S. markets and we invest continuously in order
to improve our environmental performance. Changes to
existing environmental laws and regulations or their application
could result in further obligations and require significant new
expenditures. In this regard, Canadian industry is facing
potential higher costs for fossil fuels, electricity and
transportation, restriction of industrial emission levels, added
costs for emissions in excess of permitted levels and increased
costs for monitoring and reporting as a result of Canada’s
ratification of the Kyoto Protocol.
Since we present our financial statements in Canadian dollars,
we are exposed to a foreign currency translation risk on the
assets, liabilities, income and expenses of our U.S. division. We
are also subject to translation risk as a result of sales to the U.S.
by our Canadian divisions. Such sales are usually made in U.S.
dollars. We are also exposed to changes in interest rates on
debt resulting from investing and borrowing activities.

Disclosure Controls and Procedures
St. Lawrence Cement Group has adopted a policy with respect
to disclosure, communication with analysts and electronic
communication. The Chief Executive Officer and Chief Financial
Officer have evaluated the effectiveness of the controls and
processes related to the preparation of the disclosure
documents, including the present MD&A, Annual Report,
Annual Information Form and Information Circular. They have
concluded that these controls and processes provide reasonable
assurance that material information relating to St. Lawrence
Cement Group and its consolidated subsidiaries is made known
to them by others within these entities, particularly during the
period in which these disclosure documents are prepared.
Outlook
We are cautiously optimistic about our prospects for 2006. The
anticipated softening in residential construction from the strong
levels experienced in 2005 is forecasted to be offset by
increased activity in the non-residential and infrastructure
sectors where cement intensity is higher. The latest Portland
Cement Association forecast calls for 1% to 2% growth in
cement demand in the Company’s markets in 2006.
We began 2006 with a strong backlog of construction work in
Ontario and a very promising opportunity list. In Québec &
Atlantic, there is a good base of demand. Cement continues to
be in short supply in our U.S. markets and demand is forecast
to remain steady. Firm global cement demand and high ocean
freight rates will limit imports to volumes needed to achieve
market balance.
Based on this outlook, we expect to be able to offset
anticipated increases in energy costs through strong sales
volumes and favourable prices. These factors, combined with
further internal cost improvements, will be key in our ability to
match and surpass the operating profit levels of the past two
years.
Additional Information
For more information about our company, including press
releases, interim financial reports, our Annual Information Form
and other disclosure, please visit our Web site at
www.stlawrencecement.com or go to www.sedar.com.
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St. Lawrence Cement Group Inc.
Consolidated Financial Statements 2005
Management’s Report on Financial Reporting Responsibility
The accompanying consolidated financial statements of St. Lawrence Cement Group Inc. and all the information in this annual report
are the responsibility of management and have been approved by the Board of Directors.
The consolidated financial statements have been prepared by management in accordance with accounting principles that are
generally accepted in Canada and considered to be the most appropriate in the circumstances. The consolidated financial statements
include certain amounts based on estimates and judgements. Management has determined such amounts on a reasonable basis in
order to ensure that the consolidated financial statements are presented fairly, in all material respects. Management has prepared the
financial information presented elsewhere in the annual report and has ensured that it is consistent with that in the consolidated
financial statements.
St. Lawrence Cement Group Inc. maintains systems of internal accounting and administrative controls designed to provide reasonable
assurance that the financial information is relevant, reliable and accurate and that the Company’s assets are appropriately accounted
for and adequately safeguarded.
The Board of Directors is responsible for ensuring that management fulfils its responsibilities for financial reporting and is responsible
for reviewing and approving the consolidated financial statements. The Board carries out this responsibility principally through its
Audit Committee.
The Audit Committee is appointed by the Board, and all of its members are independent directors. The Audit Committee meets
periodically with management, as well as the external and internal auditors, to discuss internal controls over the financial reporting
process, auditing matters and financial reporting issues, to satisfy itself that each party is properly discharging its responsibilities, and
to review the annual report, the consolidated financial statements and the external and internal auditors’ reports. The Audit
Committee reports its findings to the Board for consideration when approving the consolidated financial statements for issuance to
the shareholders. The Audit Committee also considers, for review by the Board and approval by the shareholders, the engagement
or reappointment of the external auditors.
The consolidated financial statements have been audited by KPMG LLP, the external auditors, in accordance with Canadian generally
accepted auditing standards on behalf of the shareholders. KPMG LLP has full and free access to the Audit Committee.
Philippe Arto
President and Chief Executive Officer

Dean Bergmame
Vice-president and Chief Financial Officer

February 2, 2006

Auditors’ Report to the Shareholders of St. Lawrence Cement Group Inc.
We have audited the consolidated balance sheets of St. Lawrence Cement Group Inc. as at December 31, 2005 and 2004 and the
consolidated statements of earnings and retained earnings and cash flows for the years then ended. 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 audit.
We conducted our audits in accordance with Canadian 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, 2005 and 2004, and the results of its operations and its cash flows for the years then ended in accordance with
Canadian generally accepted accounting principles.
KPMG LLP
Chartered Accountants

Montréal, Canada
February 2, 2006

Consolidated Financial Statements
Annual Report 2005 - St. Lawrence Cement Group 25

Consolidated Statements
of Earnings and Retained Earnings
Years ended December 31, 2005 and 2004
2005

(millions of Canadian dollars except per share data)

Sales
Cost of sales

$

Gross profit
Expenses
Selling and administrative
Depreciation and amortization of property, plant and equipment
and other long-term assets
Operating profit

Other expenses
Earnings before interest, taxes and unusual items

Unusual expense (Note 3)
Financial expenses (Note 14)
(Gain) loss on sale of assets
Earnings before income taxes
Provision for (recovery of) income taxes (Note 15)
Current
Future

1,317.8
1,028.4

2004
$

1,278.0
998.0

289.4

280.0

103.1

89.8

58.3

58.8

128.0

131.4

2.3

5.5

125.7

125.9

72.0
16.9
(1.3)

–
17.7
0.1

38.1

108.1

36.4
(18.9)

30.2
10.8

17.5

41.0

Net earnings

$

20.6

$

67.1

Retained earnings at beginning of year
As previously reported

$

508.4

$

474.2

Adoption of new accounting standard for asset
retirement obligations
As restated

(10.9)

–
$

Premium paid on redemption of shares
Dividends

508.4

$

463.3
(0.2)
(21.8)

–
(23.8)

Retained earnings at end of year

$

505.2

$

508.4

Basic and diluted earnings per share (Note 13)

$

0.49

$

1.61

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated
Balance Sheets
As at December 31, 2005 and 2004
2005

(millions of Canadian dollars )

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable (Note 7)
Inventories (Note 8)
Prepaid expenses and other
Income taxes recoverable
Future income taxes (Note 15)

$

Property, plant and equipment (Note 9)
Goodwill
Investments and other assets (Note 10)
Employee future benefits (Note 16)

10.8
173.8
148.4
4.0
–
7.5

2004

$

36.1
127.4
105.5
10.7
10.6
12.2

344.5

302.5

733.1
75.2
30.7
6.3

806.0
75.3
23.2
6.3

$

1,189.8

$

1,213.3

$

213.0
5.9
12.9
0.2

$

187.7
6.0
8.5
7.3

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities
Dividends payable
Construction advances, net
Current portion of long-term debt (Note 11)

Employee future benefits (Note 16)
Long-term provision (Note 4)
Long-term debt (Note 11)
Future income taxes (Note 15)

232.0

209.5

4.2
27.5
168.0
151.1

3.8
29.6
186.5
173.4

582.8

602.8

136.7
(35.9)
505.2
1.0

133.8
(32.2)
508.4
0.5

607.0

610.5

SHAREHOLDERS’ EQUITY
Share capital (Note 12)
Cumulative translation adjustment (Note 21)
Retained earnings
Contributed surplus (Note 12)

$
Commitments and contingent liabilities (Note 18)
The accompanying notes are an integral part of the consolidated financial statements.

Approved by the Board of Directors,

Benoît-H. Koch
Director

Jacques Laurent
Director

1,189.8

$

1,213.3
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Consolidated Statements
of Cash Flows
Years ended December 31, 2005 and 2004
2005

(millions of Canadian dollars )

Operations
Net earnings
Depreciation and amortization
Future income taxes
Unusual expense (Note 3)
(Gain) loss on sale of assets
Other

$

Operating cash flow
Net changes in working capital balances

(Note 22)

Net cash provided by operations
Investments
Additions to property, plant and equipment
Proceeds from sale of assets and investments
Business acquisitions – net of cash (Note 5)
Decrease in long-term receivables (Note 10)
Other

Net cash used for investments
Financing
Share capital issued
Redemption of shares
Increase in long-term debt
Decrease in long-term debt
Dividends paid

Net cash used for financing
Net decrease in cash and cash equivalents

Supplementary cash flow information

(Note 22)

The accompanying notes are an integral part of the consolidated financial statements.

$

67.1
58.8
10.8
–
0.1
–

128.4

136.8

(43.4)

33.8

$

85.0

$

170.6

$

(72.1)
5.8
–
1.6
(3.6)

$

(75.5)
2.4
(64.8)
6.9
(1.5)

$

(68.3)

$

(132.5)

$

3.6
–
79.1
(100.9)
(23.8)

$

4.1
(0.2)
124.0
(153.3)
(21.1)

$

(42.0)

$

(46.5)

$

(25.3)

$

(8.4)

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

20.6
58.3
(18.9)
72.0
(1.3)
(2.3)

2004

44.5

36.1
$

10.8

$

36.1

Consolidated Financial Statements
28 Annual Report 2005 - St. Lawrence Cement Group

Notes to Consolidated
Financial Statements
Years ended December 31, 2005 and 2004
(tabular amounts are expressed in millions of Canadian dollars)

1. GOVERNING STATUTE AND NATURE OF OPERATIONS
St. Lawrence Cement Group Inc., incorporated under the Canadian Business Corporations Act, is a leading cement
producer and supplier of products and services for the construction industry. St. Lawrence Cement Group Inc., together
with its subsidiaries, is hereinafter referred to as the Company. The Company operates in Canada, on the eastern seaboard
of the United States, and is a member of the Holcim Group.

2. SIGNIFICANT ACCOUNTING POLICIES
a) Basis of presentation
The consolidated financial statements of the Company have been prepared in accordance with Canadian generally
accepted accounting principles (GAAP). The Company carries on its business through its own divisions, subsidiaries,
associated businesses and joint ventures. The accounts of subsidiary companies are consolidated with those of the
Company. The Company follows the equity method of accounting for associated businesses which the Company has the
ability to significantly influence, generally representing 20% to 50% ownership. Joint ventures, which are established to
carry out specific projects, are accounted for using the proportionate consolidation method, whereby the Company’s
proportionate share of the assets, liabilities, revenues and expenses is aggregated with those of the Company and its
subsidiaries.
b) Translation of foreign currencies
Monetary assets and liabilities denominated in foreign currencies are translated at the rates of exchange at the balance
sheet date. Other balance sheet items denominated in foreign currencies are translated at the rates prevailing at the
respective transaction dates. Income and expenses denominated in foreign currencies are translated at average rates
prevailing during the year. Gains and losses on foreign exchange are recorded in the consolidated statements of earnings.
The Company’s foreign operations are translated using the current rate method. Under this method, foreign denominated
assets and liabilities are translated into Canadian dollars at exchange rates in effect at the balance sheet date. Revenues
and expenses are translated at the yearly average exchange rates. Resulting unrealized gains or losses are accumulated and
reported as cumulative translation adjustment in shareholders’ equity.
c) Cash and cash equivalents
Investments with original maturities of three months or less are classified as cash equivalents.
d) Accounts receivable
Accounts receivable are recorded at cost, net of the provision for doubtful accounts. Any gains or losses on the sale of
accounts receivable are calculated by comparing the carrying amount of the accounts receivable sold to the total of the
cash proceeds on sale, and the fair value of the retained interest in such receivables on the date of transfer. Fair values are
determined on a discounted cash flow basis. Costs related to the agreement are recognized in earnings in the period
incurred, and are included in financial expenses.
e) Inventories
Inventories of finished goods and work in process are stated at the lower of average cost and net realizable value. Raw
materials and supplies are valued at the lower of cost and replacement cost.
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2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)
f) Property, plant and equipment
Property, plant and equipment are recorded at cost, including interest incurred during the construction period of major
projects. Depreciation is calculated using the straight-line method, based on the following estimated useful lives:
Buildings and structures
Machinery and equipment
Furniture, vehicles and tools

20 to 35 years
14 to 20 years
3 to 12 years

The estimated useful lives of assets are reviewed by management and adjusted, if necessary. Quarries are amortized on the
basis of tonnes extracted relative to estimated total reserves.
In 2004, the Company adopted the new Canadian Institute of Chartered Accountants (CICA) standard relating to the
accounting for asset retirement obligations. The new standard requires that the fair value of a liability for an asset
retirement obligation be recognized in the period in which it is incurred, when a reasonable estimate of fair value can be
made. The fair value of the liability is added to the carrying amount of the associated asset, and this additional carrying
amount is depreciated over the life of the asset. The liability is accreted at the end of each reporting period through charges
to operating expenses. If the obligation is settled for other than the carrying amount of the liability, the Company
recognizes a gain or loss on settlement. Previously, the Company accrued for such costs in connection with its quarry
operations on a unit of production basis over the estimated reserves.
g) Goodwill
The Company assesses the goodwill of the reporting units for impairment in the third quarter of each year, and when
events or changes in circumstances indicate that goodwill might be impaired.
The Company assesses goodwill for impairment in two steps:
i)

Identification of a potential impairment is determined by comparing the fair value of a reporting unit to its carrying
value. Fair value is based on estimates of discounted future cash flows. When the fair value of the reporting unit is less
than its carrying value, the fair value is allocated to all of its assets and liabilities, based on their fair values. The amount
by which the fair value of the reporting unit exceeds the amounts assigned to its assets and liabilities represents the
implied value of goodwill.

ii) Determination of impairment is performed by comparing the carrying value of goodwill to its implied value. Any excess
is charged to earnings.
h) Other long-term assets
Other long-term assets consist of licenses and customer relationships. The licenses and customer relationships are
amortized over the remaining terms of the contracts.
i) Revenue recognition
Revenues from the sale of cement and other construction materials are recognized at the time the products are shipped
and the collection of the resulting receivables are reasonably assured. Revenues from construction contracts are recorded
by the percentage of completion method, based on the labour costs incurred during the year in relation to the estimated
total labour costs for each project.
j) Income taxes
The Company follows the asset and liability method of accounting for income taxes. Future tax assets and liabilities are
recognized for the future tax consequences attributable to the difference between financial statement carrying amounts
of existing assets and liabilities and their respective tax bases. Future tax assets and liabilities are measured using enacted
or substantively enacted tax rates expected to be recovered or settled. This method also requires the recognition of future
tax benefits such as operating loss carry forwards, to the extent that realization of such benefits is more likely than not.
Future income tax assets are evaluated and if realization is not considered to be more likely than not, a valuation allowance
is provided.
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2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)
k) Employee future benefits
The Company has defined benefit pension plans (some with a defined contribution component) covering substantially all
of its salaried employees and some of the hourly-paid employees. The benefits are based on years of service and the
employee’s compensation. The defined benefit pension plans are currently funded, except for one supplemental
arrangement which is not funded.
The Company also sponsors defined life insurance benefits, disability plans, medical and dental benefits for substantially
all active employees.
Post-retirement benefits are offered by the Company, in accordance with the retiree plan in effect at the time the employee
retires and for which the employee is eligible. The Company measures the costs of its obligations based on its best
estimate.
The Company accrues its obligation under employee benefit plans as the employees render the services necessary to earn
pension and other post-retirement benefits.
The Company has adopted the following policies:
i)

The cost of pensions and post-retirement benefits earned by employees is actuarially determined using the projected
benefit method pro-rated on service and management’s best estimate of expected plan investment performance,
discount rate, salary escalation, retirement ages and expected health care costs.

ii) For the purpose of calculating expected return on plan assets, those assets are valued at fair value.
iii) Past service costs from pension plan amendments are amortized on a straight-line basis over the average remaining
service period of employees active at the date of the amendment.
iv) The excess of the net actuarial gain (loss) over 10% of the greater of the benefit obligation and the fair value of
plan assets is amortized over the average remaining service period of active employees.
l) Derivative financial instruments
Derivative financial instruments are used by the Company in the management of its interest rate exposure. Seeing that
derivative instruments are used for hedging purposes only, the cost of acquiring derivative financial instruments is
amortized over the duration of the agreement. The income or expense resulting from the use of these instruments is
included in net earnings for the period.
m) Earnings per share
Basic earnings per share are computed by dividing net earnings by the weighted average number of Class “A” subordinate
voting shares and Class “B” shares outstanding for the year. Diluted earnings per share are computed in the same manner,
except the weighted average number of Class “A” and Class “B” shares outstanding for the period is increased to include
additional shares from the assumed exercise of special shares, if dilutive. The number of additional shares is calculated by
assuming that outstanding special shares are exercised, and the proceeds from such exercises are used to repurchase Class
“A” shares at the average share price for the period.
n) Share purchase plans
The Company has two share purchase plans, which are described in note 12 b). Compensation expense is recognized when
shares are issued to employees under the share purchase plan and over the vesting period for the special voting shares.
Any consideration paid by employees on purchase of shares is credited to share capital. If shares are repurchased from
employees, the excess of the consideration paid over the carrying amount of the shares is charged to retained earnings.
Loans to officers for the purchase of special shares are presented as a reduction in the share capital related thereto.
o) Use of estimates
The preparation of financial statements in conformity with Canadian generally accepted accounting principles (GAAP)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.
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3. UNUSUAL EXPENSE
For the past several years, the Company was engaged in the process of obtaining the necessary permits for a replacement
cement plant in Greenport, New York. Altogether, 17 federal, state and local permits and approvals were needed before
construction could begin. Among the required permits, the New York State Department of State (DOS) certification was
key to qualify for other approvals. On April 19, 2005, the Company received a negative determination from the DOS,
which ruled that the proposed plant was inconsistent with the state’s Coastal Zone Policies.
Following careful review of the impacts of the DOS decision, the Company’s Board of Directors have decided not to appeal
the DOS decision and to withdraw the project from the permitting process.
Consequently, the Company has recorded, as an unusual expense, an amount of $72.0 million before income taxes
(US$ 58.7 million) of which $6.5 million (US$ 5.4 million) was recorded in the fourth quarter reflecting the write-down of
capitalized development costs and fixed assets. This unusual expense amounts to $42.1 million on an after tax basis
(US$ 34.3 million).
A remaining amount of $12.2 million (US$ 10.5 million) representing the net book value of assets not written off has been
reclassified from “Property, plant and equipment” to “Investments and other assets” as long-term assets held for resale.

4. LONG-TERM PROVISION
The asset retirement obligation is included in the long-term provision balance in the consolidated balance sheet.
The analysis of the asset retirement obligation for the year ended December 31, 2005 is as follows:

Balance as at December 31, 2004
Additional liability for 2005
Accretion expense
Payment of obligation

$

29.6
2.2
1.1
(5.4)

Balance as at December 31, 2005

$

27.5

Included in depreciation and amortization of property, plant and equipment and other long- term assets, is a charge of
$0.8 million for the amortization of the asset retirement cost.
The following assumptions were used to estimate the fair values of the obligation as at December 31, 2005:

Total undiscounted amount of the estimated cash flows
Expected timing of payment of the cash flows
Risk-free interest rate

$172.9
2005 to 2060
3 % to 5.23 %

The estimate of the total liability for future asset retirement obligations is subject to change, based on amendments to
laws and regulations and as new information concerning the Company’s operations becomes available. Future changes, if
any, to the estimated total liability as a result of amended requirements, laws, regulations and operating assumptions may
be significant and would be recognized prospectively as a change in estimate, when applicable.
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5. BUSINESS ACQUISITIONS
a) In the first quarter of 2004, the Company acquired the assets of a sand and gravel operation in Ontario. In addition,
the Company purchased the remaining outstanding shares in Cayuga Materials and Construction Ltd. Prior to this
transaction, the Company owned 40% and was accounting for its investment using the equity method. Finally, the
Company purchased the remaining 50% of the shares of 1259824 Ontario Inc. These transactions have been
accounted for using the purchase method and the results of these operations have been included in the consolidated
financial statements since the respective dates of acquisition. The total purchase price for the three acquisitions was
$64.8 million, which included an amount for working capital.
The following schedule summarizes the fair value of the assets acquired and liabilities assumed at their respective date
of acquisition.
2004
Net working capital
Property, plant and equipment
Customer relationships
Goodwill and other long-term assets
Asset retirement obligations
Future income tax liability

$

5.2
28.4
4.0
33.3
(3.4)
(2.7)

Net assets acquired

$

64.8

The goodwill was allocated to the Ontario segment and is partially deductible for tax purposes.

6. STOCK-BASED COMPENSATION AND OTHER STOCK-BASED PAYMENTS
The Company applies the fair value based method to all employee stock options granted on or after January 1, 2003.
Under the fair value based method, the compensation cost is measured at fair value at the date of grant and is expensed
over the award’s vesting period.
Had compensation expense been determined based upon fair values at the date of grant for awards issued in 2002 under
all plans, the Company’s pro forma net income and earnings per share would have been as follows:
2004

2005

Reported net earnings
Adjustment using the fair value method:
Special shares purchase plan

$

20.6

Adjusted pro forma net earnings

$

Basic and diluted earnings per share
Adjustment using fair market value method
Adjusted pro forma basic and diluted earnings per share

$

67.1

20.4

$

66.8

$

0.49
–

$

1.61
(0.1)

$

0.49

$

1.60

(0.3)

(0.2)

The pro forma disclosure omits the effect of awards granted prior to January 1, 2002.
The following assumptions were used to estimate the fair values of the awards granted as at December 31:

Risk-free interest rate
Expected life
Expected volatility
Dividend yield

2005

2004

3.85% to 4.12%
2 to 10 years
20.16%
nil

2.86% to 4.22%
2 to 10 years
19.39%
nil
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7. ACCOUNTS RECEIVABLE
The Company has a revolving agreement, expiring in February 2008, to sell eligible trade receivables, on a limited recourse
basis, up to a maximum of $115.0 million ($112.0 million in 2004) of receivables outstanding at any point in time.
The Company has retained the responsibility for servicing, administering and collecting the accounts receivable sold.
At December 31, 2005, an amount of $102.4 million ($121.5 million in 2004) of accounts receivable has been sold under
this program, of which $7.4 million ($9.5 million in 2004) was kept by the Company as a retained interest, resulting in a
net consideration of $95.0 million ($112.0 million in 2004) on the sale. The average amount of accounts receivable sold
under this program in 2005 amounted to $101.8 million ($94.0 in 2004). The retained interest is recorded in the
Company’s accounts receivable, and its fair value approximates its cost, given the short nature of the collection period of
the accounts receivable sold. The rights of the Company on the retained interest are subordinated to the rights of the
investors under this program. There is no recourse under this program on the Company’s other assets for failure of debtors
to pay when due, other than the retained interest of the Company.
Securitization fees vary based on commercial paper rates in Canada. Proceeds from revolving sales between the
securitization trusts and the Company in 2005 total $1,111.0 million ($1,047.0 million in 2004).

8. INVENTORIES
2004

2005

Finished goods and work in process
Raw materials and supplies

$

83.2
65.2

$

65.1
40.4

$

148.4

$

105.5

9. PROPERTY, PLANT AND EQUIPMENT

Cost

Land and quarries
Buildings and structures
Machinery and equipment
Furniture, vehicles and tools
Construction in progress

$

248.1
229.2
668.0
297.5
96.3

$

(59.6)
(144.6)
(361.7)
(240.1)
–

$

188.5
84.6
306.3
57.4
96.3

$

1,539.1

$

(806.0)

$

733.1

Cost
Land and quarries
Buildings and structures
Machinery and equipment
Furniture, vehicles and tools
Construction in progress

2005
Net Book
Value

Accumulated
Depreciation

2004
Net Book
Value

Accumulated
Depreciation

$

246.2
235.2
661.0
304.7
128.8

$

(55.7)
(145.7)
(341.5)
(227.0)
–

$

190.5
89.5
319.5
77.7
128.8

$

1,575.9

$

(769.9)

$

806.0
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10. INVESTMENTS AND OTHER ASSETS
2004

2005

Investments in associated businesses
Long-term receivables
Long-term assets held for resale
Deferred charges
Other

$

1.0
4.0
17.3
0.6
7.8

$

1.0
5.6
7.6
0.1
8.9

$

30.7

$

23.2

Long-term receivables bear interest from 0% to 10%. The amount due within one year amounted to $3.1 million and is
included in accounts receivable. Reimbursement of these receivables is expected as follows:
2007

$

2.4

2008

$

0.7

2009

$

0.3

2010

$

0.1

Thereafter

$

0.5

11. LONG-TERM DEBT
Year
of Maturity

2004

2005

Bank revolving credits a)

2007

Long-term debt:
Industrial revenue bonds
(US$18.0 million) b)

2020

21.0

21.6

2005, 2007, and 2017

115.0

120.9

0.4

3.5

168.2
0.2

193.8
7.3

Debt to a related party c) d)

$

Other
Total long-term debt
Less current portion
Long-term debt

$

31.8

168.0

$

$

47.8

186.5

a) The Company has available two unsecured revolving credit facilities in the form of an $80.0 million facility with
Canadian banks and a $104.9 million (US$90.0 million) facility with U.S. banks.
These 3-year facilities can be renewed annually on mutual consent at each anniversary date. If the facilities are not
renewed, they will automatically fall into a two-year term loan.
Various interest options are available to the Company for these revolving credits. During the year, the average effective
interest rate was 4.03% (2.60 % in 2004).
b) The Company obtained industrial revenue bonds, which are payable in 2020. These bonds were issued at variable
rates. The Company entered into a swap agreement to fix the interest rate at 5.46% for a five-year period (see note 20b),
which matured in 2005. The bonds are secured by a letter of credit issued on behalf of the Company by a large multinational financial institution.
c) In 2002, the Company borrowed $115.0 million from a sister company, wholly-owned by the ultimate parent company,
through two loan agreements. The first loan, amounting to $105.0 million, is repayable at maturity in October 2007
and bears a fixed interest rate of 6.31%. The second loan, amounting to $10.0 million, is repayable at maturity in
September 2017 and bears a fixed rate of 7.36 %. The interest rates on both these loans were fixed at the then
prevailing market rates.
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11. LONG-TERM DEBT (cont’d)
d) On December 30, 2003, the Company entered into two loan agreements for a total of $5.9 million. These loans were
contracted with two sister companies, wholly-owned by the ultimate parent company. The loans were repaid in June
2005 and were non interest bearing.
e) Payments on bank revolving credits and long-term debt are as follows for the next five years and thereafter:
2006

$

0.2

2007

$

105.1

2008

$

2009

31.8

$

–

2010

$

–

Thereafter

$

31.1

12. SHARE CAPITAL & CONTRIBUTED SURPLUS
Changes in share capital were as follows:
2004

2005
Number
of Shares

Stated
Value

Number
of Shares

Stated
Value

Share capital issued
Class “A” subordinate voting shares (1 vote)
Balance at beginning of year
Conversion of Class “1” special voting shares
Redemption of shares (a)
Issued under the employee share purchase plan

26,504,203
96,904
–
45,447

$

94.8
1.7
–
1.1

26,260,852
212,475
(10,300)
41,176

$

90.6
3.3
–
0.9

Balance, end of year

26,646,554

$

97.6

26,504,203

$

94.8

Class “B” multiple voting shares (3 votes)
Balance, beginning and end of year

15,252,848

$

38.5

15,252,848

$

38.5

588,285

$

11.8

749,830

$

13.3

(96,904)
90,259
(2,780)

(1.7)
2.5
–

(212,475)
84,830
(33,900)

(3.3)
2.4
(0.6)

578,860

12.6

588,285

11.8

Class “1” special voting shares (1 vote)
Balance, beginning of year
Conversion to Class “A” subordinate
voting shares
Issued under the special share purchase plan
Redemption of shares (b)

Less: loans to officers for Class “1”
special voting shares
Balance, end of year
Total share capital

–

(12.0)

–

(11.3)

578,860

$

0.6

588,285

$

0.5

42,478,262

$

136.7

42,345,336

$

133.8
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12. SHARE CAPITAL & CONTRIBUTED SURPLUS (cont’d)
a) Authorized share capital
The authorized share capital of the Company presently consists of Class “A” shares, Class “B” shares and Class “1”
special shares issuable in series, all without par value. All shares can be issued in an unlimited number. All shares are
entitled to the same dividends.
Under certain circumstances, holders of Class “A” shares are entitled to convert their shares into Class “B” shares in
order to permit said holders to participate in an offer to purchase Class “B” shares.
b) Stock-based Compensation and Other Stock-based Payments
i)

Employee share purchase plan
The Company has a share purchase plan for all of its employees in Canada. Under this plan, a maximum of
2,500,000 Class “A” shares may be issued at a price equal to 90% of the average market price of transactions on
each trading day of the most recent quarter ended prior to the issuance date. As at December 31, 2005, 1,442,670
(1,397,223 in 2004) Class “A” shares had been issued under this plan. During the year, a total of 45,447 (41,176
in 2004) shares have been issued under this share purchase plan.

ii) Class “1” special voting shares
As of December 31, 2005, under a special share purchase plan, the Company has reserved 829,181 (919,440 in
2004) Class “1” shares for issuance to senior management employees at a price equal to the average market price
of transactions during the last ten trading days of October. The Class “1” shares are redeemable within certain
time limits and bear conversion privileges to Class “A” shares. During the year, a total of 90,259 (84,830 in 2004)
shares have been issued under this special share incentive plan. The fair value of the Class “1” shares as at
December 31, 2005, calculated using the Black-Scholes pricing model, was $7.29 ($8.25 for 2004) and is being
amortized over the vesting period.
The plan provides that the Company may offer financial assistance to eligible senior management employees who
apply for it so as to cover the full subscription price of the Class “1” shares purchased. The amount of the financial
assistance is automatically repayable to the Company upon the conversion of Class “1” shares. If the Class “1”
shares are not converted, the amount is repayable at the expiry of the term. This financial assistance takes the form
of interest-free loans.
During the year, the Company redeemed 2,780 (33,900 in 2004) Class “1” shares for their stated value of $69
thousand ($653 thousand in 2004). These Class “1” shares were redeemed from employees who are no longer
with the company.
The following table summarizes information about Class “1” shares outstanding and exercisable at December 31,
2005:
Class “1” shares outstanding

Class “1” shares exercisable

Weighted average
remaining contractual
life (years)

Weighted
average exercise
Number
price

1.74
4.16
8.09

Range of
exercise prices

Number

Weighted
average exercise
price

$8.90 – $13.45
$14.95 – $17.26
$19.45 - $28.89

16,050
127,000
435,810

$ 12.25
16.30
23.77

16,050
127,000
89,685

$ 12.25
16.30
20.49

Changes in contributed surplus were as follows:
2004

2005
Balance, beginning of year
Stock based compensation related to Class “1” shares

$

0.5
0.5

$

0.1
0.4

Balance, end of year

$

1.0

$

0.5

For the year ended December 31, 2005, the Company expensed $0.5 million ($0.4 million in 2004) relating to
employee Class “1” shares.
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13. EARNINGS PER SHARE
A reconciliation between basic and diluted earnings per share is as follows:
2005

2004

Basic earnings per share:
Basic weighted average number of common shares outstanding
Basic earnings per share

$

41,822,054
0.49

41,632,541
$
1.61

Diluted earnings per share:
Basic weighted average number of common shares outstanding
Plus: Impact of Class “1” shares
Diluted weighted average number of common shares outstanding
Diluted earnings per share

41,822,054
132,659
41,954,713
$
0.49

41,632,541
189,678
41,822,219
$
1.61

2005

2004

14. FINANCIAL EXPENSES

Interest on long-term debt:
Related party
Other – net of interest revenue of $0.7 million ($0.6 million in 2004)
Securitization fees
Loss on foreign exchange

$

7.4
6.0
2.6
0.9

$

7.4
5.5
2.3
2.5

$

16.9

$

17.7

15. INCOME TAXES
2004

2005

Income taxes on earnings at the
composite statutory rate
Add (deduct) tax effect of following:
Statutory tax rate differences
Federal large corporations tax
Losses applied to reduce current taxes
Foreign exchange impact
Permanent differences
Increase in tax rates
Other

$

12.2

$

$

17.5

34.6

32.0%

4.6
0.7
(0.7)
2.4
1.3
–
(1.9)

(3.3)
0.4
–
0.3
1.9
3.9
2.1
5.3

Income tax provision

32.0%

14.0
46.0%

$

6.4

5.9

41.0

37.9%
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15. INCOME TAXES (cont’d)
The tax effects of temporary differences that give rise to significant portions of the future tax assets and future tax liabilities
at December 31 are presented below:
2004

2005

Current liability (asset):
Construction contract accounting methods
Provisions – deductible for tax purposes in the future

$

Long-term liability (asset):
Property, plant and equipment – differences in net book value
and undepreciated capital cost
Non-capital loss carryovers
Other

Net future tax liability

$

6.5
(14.0)

$

4.2
(16.4)

(7.5)

(12.2)

173.0
(27.9)
6.0

165.5
(1.4)
9.3

151.1

173.4

143.6

$

161.2

16. EMPLOYEE FUTURE BENEFITS
The Company has seven registered Canadian defined benefit pension plans (two of which have a defined contribution
component). The Company also has one Canadian supplemental arrangement which provides pension benefits in excess
of statutory limits. In addition, the Company has one U.S. defined benefit pension plan and one U.S. supplemental
arrangement. This U.S. supplemental arrangement provides pension benefits in excess of statutory limits. The Company
also sponsors post-retirement benefits for eligible Canadian employees. The Company offers access to health and dental
care coverage to its retired U.S. employees until they are eligible for Medicare. In some cases, the Company also subsidizes
the cost of this coverage.
The total amount of employer contributions and benefit payments for defined benefit pension plans and other benefit
plans amounted to $7.5 million in 2005 ($6.6 million in 2004). The total amount of employer contributions to the deferred
profit sharing plan amounted to $975 thousand for the year ended December 31, 2005 ($821 thousand in 2004).
The Company measures the accrued benefit obligations and the fair value of the plans’ assets for accounting purposes as
at December 31 of each year.
The most recent actuarial valuations for the registered Canadian defined benefit pension plans were performed as at
December 31, 2002 (two plans), as at December 31, 2003 (one plan), as at July 31, 2004 (two plans) and as at
December 31, 2004 (two plans). Actuarial valuations of the registered Canadian defined benefit pension plans are required
every three years.
The most recent actuarial valuation for the U.S. defined benefit pension plan was performed as at December 31, 2005 and
the next required valuation will be as at December 31, 2006.
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16. EMPLOYEE FUTURE BENEFITS (cont’d)
The significant actuarial assumptions used in measuring the Company's accrued benefit obligations and benefit costs are
as follows (weighted-average assumptions as at December 31):
Pension benefit plans
2005
2004
Cdn
Benefit Plan Cost:
Discount rate
Expected long-term rate
of return on plan assets
Rate of compensation increase
Accrued Benefit Obligations:
Discount rate
Rate of compensation increase

Cdn

US

Other benefit plans
2005
2004

US

Cdn

5.8%

5.8%

6.1%

6.1%

7.5%
3.5%

7.5%
3.5%

7.75%
3.5%

7.75%
3.5%

5.0%
3.5%

5.0%
3.5%

5.8%
3.5%

5.8%
3.5%

Cdn

US

US

5.8%

5.8%

6.1%

6.1%

n/a
n/a

n/a
n/a

n/a
n/a

n/a
n/a

5.0%
n/a

5.0%
n/a

5.8%
n/a

5.8%
n/a

The assumed Canadian health care cost trend rate used to obtain the accrued benefit obligation at December 31, 2005
was 10.0% in 2006 and decreasing by 0.5% starting in 2007 to attain 5.0% in 2016. The assumed United States health
care cost trend rate at December 31, 2005 was 11.0% in 2006 decreasing by 1.0% each year to attain 5.0% in 2012 and
thereafter. The impact of a one percentage point change in assumed health care cost trend rates would have the following
effects:

Effect on service and interest costs
Effect on accrued benefit obligation

1% increase

1% decrease

$71 thousand
$747 thousand

$60 thousand
$639 thousand

Elements included in the Company's net benefit plan expense recognized in the year are as follows:
Pension benefit plans
2005
2004

Current service cost, net of employee contributions
(excluding defined contribution components)
Interest cost
Actual return on plan assets
Actuarial loss on accrued benefit obligations
Plan amendments
Special termination benefits

$

Adjustments to recognize the long-term nature
of employee future benefit costs:
Difference between expected return and
actual return on plan assets for the year
Difference between actuarial loss (gain) recognized for
the year and the actual actuarial loss (gain) on
accrued benefit obligations for the year
Difference between amortization of past service
cost recognized for the year and the cost of plan
amendments for the year

6.0
11.3
(19.0)
25.2
–
0.1

$

5.4
10.9
(15.2)
8.5
–
0.3

6.9

3.6

(23.5)

(7.1)

0.1

0.1

Other benefit plans
2005
2004
$

0.3
0.3
–
1.8
0.1
–

$

0.2
0.3
–
0.5
0.1
–

–

–

(0.4)

(1.7)

–

–

Net defined benefit plan cost

$

7.1

$

6.5

$

0.8

$

0.7

Net defined contribution plan expense

$

0.8

$

0.6

$

–

$

–
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16. EMPLOYEE FUTURE BENEFITS (cont’d)
Information about the Company's defined benefit pension plans, in aggregate, is as follows:
Pension benefit plans
2005
2004
Benefit obligations:
Balance, beginning of year
Current service cost
Interest cost
Benefits paid
Foreign exchange and other items
Plan amendment
Actuarial loss

Other benefit plans
2005
2004

$

195.5
7.5
11.3
(10.1)
(0.3)
–
26.9

$

179.3
6.8
10.9
(10.1)
(0.4)
–
9.0

$

6.0
0.3
0.4
(0.4)
(0.1)
0.1
1.8

$

5.4
0.2
0.3
(0.3)
(0.1)
–
0.5

$

230.8

$

195.5

$

8.1

$

6.0

$

162.5
19.0
7.1
1.4
(10.1)
(0.2)

$

150.2
15.2
6.3
1.4
(10.1)
(0.5)

$

–
–
0.4
–
(0.4)
–

$

–
–
0.3
–
(0.3)
–

$

179.7

$

162.5

$

$

–

Funded status – deficit
Unamortized past service cost
Unamortized net actuarial losses
Exchange differences

$

(51.1)
1.0
56.4
–

$

(33.0)
1.2
38.1
–

$

(8.1)
0.6
3.8
(0.5)

$

(6.0)
0.6
2.0
(0.4)

Accrued benefit asset (liability)

$

6.3

$

6.3

$

(4.2)

$

(3.8)

Balance, end of year
Plan assets:
Fair value, beginning of year
Actual return on plan assets
Employer contributions
Employee contributions
Benefits paid
Foreign exchange and other items

Fair value, end of year

–

Included in the above accrued benefit obligations and fair value of plan assets at year-end are the following amounts in
respect of benefit plans that are not fully funded:
Other benefit plans
2005
2004

Pension benefit plans
2005
2004

Accrued benefit obligation
Fair value of plan assets

$ (230.8)
179.7

$ (195.5)
162.5

$

(8.1)
–

$

(6.0)
–

Balance, end of year

$

$

$

(8.1)

$

(6.0)

(51.1)

(33.0)

Plan assets, in aggregate, measured as at December 31, consist of:
Pension benefit plans
2005
2004

Equity securities
Debt securities
Other

56.0%
44.0%
0.0%

55.3%
44.4%
0.3%

Other benefit plans
2005
2004
–
–
–

–
–
–
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17. RELATED PARTY TRANSACTIONS
During the year, in the normal course of business, the Company was subject to the following related party transactions:
2004

2005

Clinker and cement sold to companies under common control
Clinker, cement and granulated slag bought from companies
under common control
Cost sharing fees charged by ultimate parent company
Consulting services provided by subsidiaries of ultimate parent company

$

28.5

$

19.3
44.3
9.4
4.0

59.6
8.0
5.7

These transactions are recorded at the amount of consideration established and agreed to by the related parties.
As at December 31, 2005, $9.7 million ($3.5 million in 2004) of receivables from and $4.2 million ($6.5 million in 2004)
of payables to companies under common control are included in accounts receivable and accounts payable and accrued
liabilities, respectively. In addition, included in the dividend payable is an amount of $3.7 million ($3.4 million in 2004)
payable to our parent company.

18. COMMITMENTS AND CONTINGENT LIABILITIES
a) Commitments
Minimum annual payments under long-term operating leases and purchase commitments for each of the succeeding
years are:

Operating leases
Purchase commitments

2006

2007

2008

2009

2010

$ 21.4
$ 7.8

$ 20.1
$ 8.0

$ 18.4
$ 8.2

$ 16.5
$ 8.4

$ 12.4
$ 8.6

Thereafter

$ 20.7
$
–

Total

$ 109.5
$ 41.0

The Company has also entered into a cost sharing agreement with its ultimate parent company with respect to certain
infrastructure. Such agreement may be terminated by mutual agreement at no cost.
b) Contingent liabilities
i)

Beauport class action suit
On May 9, 2003, a judgment on the class action suit initiated by a group of Beauport, Québec residents was rendered in favour of the plaintiffs, whereby a maximum of $15.0 million could be paid. This judgment follows legal
proceedings initiated in 1993 with respect to the operations of a former cement plant. Based on an analysis of the
judgement rendered, the Company appealed the decision and the case was heard in Montréal by the Appeal Court
in December 2005. The Company is still awaiting the decision of the Appeal Court. As the ultimate outcome of
this litigation is presently not determinable, the loss to the Company, if any, will be recorded in the period in which
the appeal judgement will be rendered, or the matter will be settled or when the loss can be reasonably estimated.

ii) Disclosure of guarantees
The Company has entered into various guarantee agreements that arose out of transactions related to goods
purchased from suppliers and to borrowings of the Company’s customers.
The following table provides the undiscounted maximum amount of potential future payments for each major
group of guarantees:

Standby letters of credit (i)
Guarantees on customer debts (ii)

$

3.0
1.0

Total

$

4.0
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18. COMMITMENTS AND CONTINGENT LIABILITIES (cont’d)
b) Contingent liabilities (cont’d)
ii) Disclosure of guarantees (cont’d)
(i) Standby letters of credit
During the course of operations, the Company issued financial standby letters of credit in order to guarantee
payments for certain purchases or taxes as well as to provide security to governmental bodies and agencies
relating to rehabilitation or maintenance work that the Company may be obligated to perform. The latest
maturity date of these letters of credit is October 2006.
(ii) Guarantees on customers debts
During the course of operations, the Company issued guarantees to various banks in order to support the credit
of certain customers. The latest maturity date of these guarantees is 2011. No amounts have been accrued for
any estimated losses with respect to these partially secured guarantees, since it is deemed not probable that
any customer would fail to meet its debt obligations. The assessment of whether it is probable that the
Company will be required to make payments under the terms of the guarantee is based on an analysis of the
trade receivables for these customers as well as on the current relationship and experience. The guarantees on
customers’ debts are secured by liens on the Company’s assets.
(iii) Director and officer indemnification agreements
Under its by-laws, the Company indemnifies its current and former directors and officers to the extent
permitted by law, against any and all charges, costs, expenses, amounts paid in settlement and damages
incurred by the directors and officers as a result of any lawsuit or any other judicial, administrative or
investigative proceedings, subject to any statutory or other legal limitation. The nature of the indemnification
agreements prevents the Company from making a reasonable estimate of the maximum potential amount it
could be required to pay to the guaranteed party. The Company has purchased directors’ and officers’ liability
insurance. No amount has been recorded in the financial statements with respect to these indemnifications.
iii) Other
The Company is a party to claims and litigation arising in the normal course of operations. The Company does
not expect the resolution of these matters to have a materially adverse effect on the financial position or results
of operations of the Company.
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19. SEGMENTED INFORMATION
The Company and its subsidiaries operate in Ontario, in Québec and the Atlantic Provinces, and in the United States,
mainly in one industry segment, the manufacture and distribution of cement and related products for the construction
industry.
Each reportable segment is managed separately because each business requires different marketing strategies. The
Company evaluates the performance of each reportable segment based on operating profit.
The accounting policies used for each of the reportable segments are the same as those used for the consolidated financial
statements. Inter-segment sales are made at amounts of consideration agreed upon among the related segments.
Geographic segments
Ontario
2005
2004

Québec and Atlantic
2005
2004

United States
2005
2004

All Others
2005
2004

Totals
2005
2004

$

$

$

$

$

$

$

$

755.9

735.8

291.2

286.5

270.7

255.7

–

–

Inter-segment
sales

19.3

20.5

2.2

4.6

–

–

–

–

21.5

25.1

Depreciation and
amortization of
property, plant and
equipment and other
long-term assets

32.7

32.5

11.3

11.4

14.3

14.9

–

–

58.3

58.8

Operating profit

89.2

84.5

33.9

35.0

4.9

11.9

–

–

128.0

131.4

Financial expenses

–

–

–

–

–

–

16.9

17.7

16.9

17.7

Property, plant and
equipment
Goodwill

426.6
61.9

432.5
61.0

146.6
12.1

141.3
13.0

159.9
1.2

232.2
1.3

–
–

–
–

733.1
75.2

806.0
75.3

37.9
–

44.5
33.3

18.1
–

16.4
–

16.1
–

14.6
–

–
–

–
–

72.1
–

75.5
33.3

Sales to external
customers

Additions to property,
plant and equipment
Additions to goodwill

$

$

1,317.8 1,278.0

Sales of cementitious products totaled $506.0 million ($488.0 million in 2004). Sales of construction materials totaled
$400.6 million ($394.0 million in 2004). Revenue from construction services totaled $411.2 million ($396.0 million in
2004).
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20. FINANCIAL INSTRUMENTS
a) Credit risk
The Company’s financial instruments that are exposed to a concentration of credit risk are essentially comprised of cash
equivalents, accounts receivable, and long-term receivables.
The Company invests its available cash in short-term deposits with Canadian chartered banks.
Concentration of credit risk with respect to trade receivables is limited due to the Company’s credit evaluation process
and to the dispersion of a large number of customers across many geographic areas within Canada and the United
States. The Company monitors, on a regular basis, the credit risk to which the Company is exposed in relation to its
customers, and the Company takes measures in order to mitigate any risk of loss which may include obtaining
guarantees.
In order to grant credit, the Company bases its decision on an evaluation of each customer’s financial situation.
Provisions against losses from bad debts are set up according to credit risk, historical trends, general economic situation
and other information.
b) Fair market value of financial instruments
The carrying values and the fair values of the Company’s financial instruments are as follows:

Total long-term receivables
Total long-term debt
Derivative financial instruments

Carrying Value

2005
Fair Value

2004
Carrying Value Fair Value

$

$

$

7.1
(168.2)
–

6.6
(170.2)
–

12.3
(193.8)
–

$

11.6
(197.7)
(0.4)

The fair value differential of the long-term receivables is strictly due to the effect of discounting and does not consider
other benefits attached to these notes.
The carrying values of accounts receivable, accounts payable, floating-rate investments and floating-rate debt
approximate their fair values.
The fair value of fixed-rate investments, debts and preferred shares is estimated by discounting future contractual cash
flows using market rates for similar instruments bearing similar risks.
The fair value of derivatives is estimated from quotes obtained from the Company’s counterparties for the same or
similar financial instruments.
c) Interest rate risk
The Company’s exposure to interest rate fluctuations is with respect to its bank revolving credits and industrial revenue
bonds which bear interest at floating rates.

21. CUMULATIVE TRANSLATION ADJUSTMENT
Changes in the value of the Cumulative Translation Adjustment account occur upon the translation of self-sustaining
foreign operations whose functional currency is other than the Canadian dollar, which is the Company’s reporting currency.
The majority of the decrease of $3.7 million was due to the decline in value of the US dollar against the Canadian dollar.
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22. SUPPLEMENTARY CASH FLOW INFORMATION
2004

2005

Net changes in working capital balances:
Accounts receivable
Inventories
Prepaid expenses and other
Income taxes recoverable
Accounts payable and accrued liabilities
Construction advances, net

$

(46.4)
(42.9)
5.6
10.6
25.3
4.4

$

12.2
1.0
(4.9)
(5.8)
26.8
4.5

$

(43.4)

$

33.8

$

16.0
23.3

$

15.1
30.1

$

11.7

$

13.4

Cash and cash equivalents consist of:
Cash balances
Short-term investments

$

7.7
3.1

$

36.1
–

Total cash and cash equivalents

$

10.8

$

36.1

Cash paid during the year for:
Interest
Income taxes
Non-cash transactions:
Additions to property, plant and equipment included in
accounts payable and accrued liabilities

23. COMPARATIVE FIGURES
Certain 2004 comparative figures have been reclassified to conform with the basis of presentation adopted in the current
year.

46 Annual Report 2005 - St. Lawrence Cement Group

Financial Summary
2005

2004

2003

Operating results (millions of dollars)
Sales
Depreciation and amortization
Financial expenses
Operating profit
Unusual write-offs and other items
Provision for income taxes
Net earnings

1,317.8
58.3
16.9
128.0
72.0
17.5
20.6

1,278.0
58.8
17.7
131.4
–
41.0
67.1

1,149.2
52.1
18.1
119.3
–
38.9
65.4

Balance sheet (millions of dollars)
Current assets
Current liabilities
Working capital, excluding cash and cash equivalents
Property, plant and equipment
Total assets
Long-term debt
Future income tax liability
Shareholders’ equity

344.5
232.0
101.7
733.1
1,189.8
168.0
151.1
607.0

302.5
209.6
56.9
806.0
1,213.3
186.5
173.4
610.5

307.7
154.8
108.3
753.4
1,143.1
229.1
165.7
590.1

Changes in financial position (millions of dollars)
Operating cash flow
Additions to property, plant and equipment
(Decrease) increase in long-term debt
Issues of capital stock
Dividends paid

128.4
72.1
(21.8)
3.6
23.8

136.8
75.5
(29.3)
4.1
21.1

120.2
77.3
(22.3)
2.7
20.7

Per share values (dollars)
Basic earnings
Operating cash flow
Dividends
Book value
Common share price range – High
Common share price range – Low

0.49
3.07
0.56
14.49
31.50
23.75

1.61
3.29
0.52
14.62
30.00
19.82

1.58
2.91
0.50
14.22
22.20
17.00

Financial ratios
Working capital
Total long-term debt on total capitalization (%)
Operating profit on sales (%)
Return on average equity (%)
Interest coverage

1.5:1
18
9.7
3.4
7.4

1.4:1
20
10.3
11.2
7.1

1.7:1
23
10.4
11.2
6.5

3.7

3.7

3.7

(23.6)
(15.5)
42.5
17.2

(19.3)
27.5
39.2
19.7

(13.7)
22.0
35.3
21.8

Production (millions of tonnes)
Annual cement and clinker capacity

Quarterly net earnings (loss), unaudited (millions of dollars)
First quarter
Second quarter
Third quarter
Fourth quarter
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2002

2001

2000

1999

1998

1997

1996

1995

1,189.2
62.5
13.9
139.3
–
48.6
85.3

1,187.2
61.5
17.7
120.2
–
37.3
62.2

1,054.4
49.3
17.7
108.5
–
30.5
48.5

937.6
39.6
11.2
116.7
–
36.8
71.0

850.4
39.7
8.9
109.4
–
34.2
65.1

828.6
38.5
14.5
95.7
6.2
33.0
42.1

795.7
35.0
14.4
76.6
33.8
12.6
16.2

676.1
36.0
12.4
60.3
1.7
21.2
24.8

304.2
161.4
99.4
772.6
1,172.1
265.2
160.8
581.7

268.5
199.0
69.5
757.0
1,121.0
263.8
140.2
518.1

244.8
153.7
91.1
609.4
927.7
193.0
117.1
463.5

255.7
166.7
88.9
489.5
823.1
122.2
82.7
451.2

226.1
143.8
82.3
461.8
738.9
101.9
72.9
418.9

242.9
145.4
97.5
421.5
744.9
151.2
75.3
373.0

223.2
140.1
83.1
405.7
707.0
166.8
65.0
335.2

227.0
137.7
89.3
411.6
702.2
168.6
65.9
330.1

155.0
97.4
10.1
1.7
21.1

128.0
105.2
70.7
3.3
21.0

111.8
151.4
69.8
2.5
21.2

119.1
76.5
20.4
3.2
21.7

104.6
72.5
(49.4)
4.5
19.9

99.8
44.1
(18.9)
2.0
15.5

73.8
42.4
1.6
2.5
8.8

59.8
69.6
(16.2)
1.8
8.8

2.07
3.75
0.50
14.09
26.00
18.00

1.52
3.12
0.50
12.58
23.90
14.75

1.15
2.64
0.50
11.08
19.25
13.85

1.64
2.76
0.50
10.45
20.25
14.90

1.47
2.39
0.48
9.56
20.00
11.75

0.95
2.26
0.30
8.40
14.75
9.95

0.37
1.67
0.20
7.84
10.35
6.63

0.56
1.35
0.20
7.68
11.50
7.00

1.6:1
27
11.7
15.5
9.7

1.3:1
29
10.1
12.7
6.6

1.6:1
26
10.3
10.6
5.3

1.5:1
19
12.5
16.3
11.0

1.6:1
17
12.9
16.4
11.7

1.7:1
25
11.5
11.9
8.1

1.6:1
29
9.6
4.9
5.6

1.6:1
29
8.9
7.7
4.4

3.7

3.7

3.7

3.7

4.1

4.1

4.7

4.7

(12.5)
36.2
36.7
24.9

(12.3)
21.4
32.4
20.7

(9.3)
14.0
28.9
14.9

(6.9)
24.5
33.1
20.3

(10.0)
26.1
28.0
21.0

(12.9)
16.9
26.0
12.1

(12.5)
(6.1)
23.3
11.5

(13.1)
9.6
19.3
9.0
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Facilities
Ontario
Cement Plant
Mississauga
(1,450,000 tonnes)

Concrete Plants
Aberfoyle
Agincourt
Aylmer
Beamsville
Bowmanville
Bradford
Burlington
Cambridge

Concrete Plants
Etobicoke
Georgetown
GTAA
Hannon
Kitchener
London
Malton
Maple
Markham
Mississauga
Niagara Falls
Orangeville
Peterborough
Port Hope
Simcoe
Stratford
Tillsonburg
Toronto
Welland
Whitby

Québec & Atlantic
Cement Plant
Joliette
(1,100,000 tonnes)

Mineral Components
Terminal
Trenton, NS

Cement Distribution
Terminals
Duluth, MN
Mississauga
Slag Granulator
Sault Ste. Marie
(400,000 tonnes)

Cement Distribution
Terminals
Argentia, NL
Bedford, NS
Corner Brook, NL
Joliette
LaSalle
Long Pond, NL
Longueuil
Moncton, NB
Nepisiguit, NB

United States
Cement Plants
Catskill, NY
(600,000 tonnes)
Hagerstown, MD
(550,000 tonnes)
GranCem®
Facility
Camden, NJ
(600,000 tonnes)

(cont’d)

Concrete Plants
Montréal Region
LaSalle
Laval
Longueuil
Mont-Tremblant
St-Eustache
Valleyfield

Quarries, Sand
and Gravel Pits
Aberfoyle
Acton
Bethany
Blair
Breslau
Buckhorn
Butler
Carden
Cayuga
Erin
Flamboro
Mill Creek
Milton
Mosport
Ogden Point
Putnam
Shelton
Simcoe
Woodstock (2)

Construction Services
Oakville

Concrete Plants (cont’d)
Québec City/Eastern
Townships Region
Drummondville
Lévis
Québec City
Richmond
Rock Forest

Quarries, Sand
and Gravel Pits
Joliette
Laval
Mirabel
Ste-Angèle-de-Prémont
St-Charles-de-Mandeville
St-François
Varennes

Asphalt Plants
Brantford
Cambridge
Cayuga
Hamilton
Kitchener
London
North London
Oakville
Simcoe
Construction Yards
and Recycling Operations
Hamilton
London
Ottawa
Toronto

Construction Services
Longueuil
Construction Yard
and Recycling Operation
Laval

Cement Distribution
Terminals
Maryland
Baltimore
Hagerstown
Massachusetts
Boston (Everett)

Cement Distribution
Terminals (cont’d)
New York
Buffalo
Catskill
College Point
Pennsylvania
Tarentum
Rhode Island
Providence

Mineral Components
Terminal (GranCem®)
Camden, NJ
Quarries
Catskill, NY
Hagerstown, MD

Duluth

Facilities
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Long Pond
Argentia
Corner Brook

Québec & Atlantic
Nepisiguit
QUEBEC CITY
AND EASTERN
TOWNSHIPS
REGION
St-Charles-de-Mandeville
Ste-Angèle-de-Prémont
Joliette

Ontario

Sault Ste. Marie

MONTRÉAL
REGION
LaSalle

Moncton

Trenton

Bedford

Longueuil

Carden
Buckhorn
TORONTO
REGION
Mississauga
Oakville

Ogden Point

Boston

Buffalo

London

Catskill
Providence
Cement Plants
College Point
Tarentum

Camden

Cement Distribution Terminals
Concrete Plants
Quarries / Sand Pits

United States

Hagerstown
Baltimore

Construction Services
Mineral Components Terminals
GranCem® Facility
Slag Granulator
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Business Units
Corporate Office
1945 Graham Boulevard
Mount Royal, Québec H3R 1H1
Telephone: (514) 340-1881
Fax: (514) 342-8154
E-mail: communications@stlawrencecement.com
Web site: www.stlawrencecement.com

North American Business Services
2300 Steeles Avenue West
3th floor
Concord, Ontario L4K 5X6
Telephone: 1-800-854-4656
Fax: 1-866-672-7422
E-mail: askNABS@stlawrencecement.com

Ontario Division
Regional Office
2300 Steeles Avenue West
4th floor
Concord, Ontario L4K 5X6
Telephone: (905) 532-3000
Fax: (905) 761-7200

Québec & Atlantic Division
Regional Office
435 Trans-Canada Street
Longueuil, Québec J4G 2P9
Telephone: (450) 651-1117
Fax: (450) 651-2695

United States Division
Regional Office
3 Columbia Circle
Albany, New York 12203
Telephone: (518) 452-3001
Fax: (518) 452-3045

Marketing - Cement
Vice-president:
André Laplante
435 Trans-Canada Street
Longueuil, Québec J4G 2P9
Telephone: (450) 463-8750
Fax: (450) 651-7184
www.online-cement.com

Marketing - Cement
Vice-president:
Lawrence M. Bell, Jr.
3 Columbia Circle
Albany, New York 12203
Telephone: (518) 452-3001
Fax: (518) 452-3045
www.cementservicesonline.com

Joliette Plant
General Manager:
Georges Hubin
966 chemin des Prairies
Joliette, Québec J6E 6H7
Telephone: (450) 756-1076
Fax: (450) 756-4366

Hagerstown Plant
General Manager:
Gary Batey
1260 Security Road
Hagerstown, Maryland 21742
Telephone: (301) 739-1150
Fax: (301) 739-6708

Demix Agrégats/Construction
General Manager:
Jean-Maurice Forget
435 Trans-Canada Street
Longueuil, Québec J4G 2P9
Telephone: (450) 651-1117
Fax: (450) 651-2695

Catskill Plant
General Manager:
Barry Rowland
6446 Route 9W
P.O. Box 31
Catskill, New York 12414
Telephone: (518) 943-4040
Fax: (518) 943-6894

Marketing - Cement
Vice-president:
Brian Harrison
2391 Lakeshore Road West
Mississauga, Ontario L5J 1K1
Telephone: (905) 822-1653
Fax: (905) 822-1792
www.cementportal.com
Mississauga Plant
General Manager:
Patrick Franchomme
2391 Lakeshore Road West
Mississauga, Ontario L5J 1K1
Telephone: (905) 822-1653
Fax: (905) 822-5019
Dufferin Concrete
General Manager:
Nick Caccavella
2300 Steeles Avenue West
4th floor
Concord, Ontario L4K 5X6
Telephone: (905) 532-3000
Fax: (905) 761-7700
www.dufferinconcrete.ca

Dufferin Aggregates
General Manager:
William C. Galloway
2300 Steeles Avenue West
4th floor
Concord, Ontario L4K 5X6
Telephone: (905) 532-3000
Fax: (905) 761-7505

Dufferin Construction
General Manager:
Lloyd D. Ferguson
690 Dorval Drive, Suite 200
Oakville, Ontario L6K 3W7
Telephone: (905) 842-2741
Fax: (905) 842-9278
www.dufferinconstruction.com
TCG Asphalt
and Construction
General Manager:
Lloyd D. Ferguson
2200 Jetstream Road
P.O. Box 189
London, Ontario N6A 4V7
Telephone: (519) 453-1500
Fax: (519) 455-9025
Cayuga Materials and
Construction Co. Ltd
General Manager:
Lloyd D. Ferguson
511 Highway 3
Cayuga, Ontario N0A 1E0
Telephone: (905) 772-3331
Fax: (905) 772-3089

Demix Béton
General Manager:
Hervé Farcy
435 Trans-Canada Street
Longueuil, Québec J4G 2P9
Telephone: (450) 651-1117
Fax: (450) 651-2695
Energis
General Manager:
Robert Houde
435 Trans-Canada Street
Longueuil, Québec J4G 2P9
Telephone: (450) 651-1117
Fax: (450) 651-2695

Camden GranCem® Facility
General Manager: Michael Davis
(until December 31, 2005)

Plant Manager: Alton Popp
(as of January 1, 2006)

595 Morgan Boulevard
Camden, New Jersey 08104
Telephone: (856) 964-2555
Fax: (856) 964-2660
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Officers and Directors
Officers
Benoît-H. Koch
Chairman of the Board
Philippe Arto
President
and Chief Executive Officer
Michel Damphousse
Senior Vice-president
Québec & Atlantic Division
Paul Ostrander
Senior Vice-president
Ontario Division
Dennis W. Skidmore
(until December 31, 2005)

Michael Davis

Dean Bergmame
Vice-president
and Chief Financial Officer
Carl Dubé
Vice-president
Human Resources
and Communications

Brian Harrison
Vice-president
Marketing – Cement
Ontario Division

Denzil Cotera
Vice-president
Cement Manufacturing
and Engineering
Lawrence M. Bell
Vice-president
Marketing – Cement
United States Division

Lukas Wettstein
Corporate Controller

Senior Vice-president
United States Division

Patrick Dolberg (3)
President and Chief Executive Officer
Holcim (US) Inc.
Waltham, Massachusetts
Germaine Gibara (2)
President
Avvio Management Inc.
Montréal, Québec
Pierre Marc Johnson (1) (3) (4)
Attorney of Counsel
Heenan Blaikie LLP
Montréal, Québec

Gertrude Barrette
Secretary and Corporate Director
Total Compensation
Alain Blais
Treasurer and Director
Corporate Development

(as of January 1, 2006)

Directors
Philippe Arto
President and Chief Executive Officer
St. Lawrence Cement Group Inc.
Mount Royal, Québec

André Laplante
Vice-president
Marketing – Cement
Québec & Atlantic Division

Benoît-H. Koch (1) (4)
Member of the Executive Committee
Holcim Ltd and Chairman of the Board
St. Lawrence Cement Group Inc.
and Holcim (US) Inc.
Brussels, Belgium
Jacques Laurent (2) (3)
Partner
Borden Ladner Gervais
Montréal, Québec

Ronald W. Osborne
Corporate Director
Toronto, Ontario
Theophil H. Schlatter
Member of the Executive Committee
and Chief Financial Officer
Holcim Ltd
Zurich, Switzerland

LLP

Joan M. McEntee
Senior Partner
and Chairman
International Trade Group
Baker Donelson Bearman
Caldwell & Berkowitz
Washington, DC

Hugh D. Segal (1) (2)
President
Institute for Research on Public Policy
Montréal, Québec
Robert B. Tuer (1) (2)
Corporate Director
Toronto, Ontario

(4)

Committees
(1)
Governance and Compensation
(2)
Audit
(3)
Environmental and
Occupational Health & Safety
(4)
Nominating
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Investor Information
Dividends
Dividends are paid quarterly on February 1, May 1, August 1 and November 1,
to shareholders of record on the 15th day of the previous month.
Annual Meeting of Shareholders
Hotel Delta
475 President Kennedy Avenue
Montréal, Québec
Thursday, May 18, 2006 at 8:30 a.m.
Shareholders
Holcim Ltd
Canadian investors (Company estimate)
American investors (Company estimate)

63%
36%
1%

Share prices 2005
Close
52-week high
52-week low

$26.51
$31.50
$23.75

Book value

$14.49

Shares outstanding
Class “A” (1 vote)
Class “B” (3 votes)
Class “1” (1 vote)

26,646,554
15,252,848
578,860

Approximate “free float” (Class “A”)

15,520,240

Class “A” shares are listed on the Toronto Stock Exchange
(as of May 31, 2006)

ST.SV.A
ST.A

Corporate Office
St. Lawrence Cement Group Inc.
1945 Graham Boulevard
Mount Royal, Québec H3R 1H1
Telephone: (514) 340-1881
Fax: (514) 342-8154
Web site: www.stlawrencecement.com
Auditors
KPMG LLP
Registrar and Transfer Agent
CIBC Mellon Trust
2001 University, 16th Floor
Montréal, Québec H3A 2A6
Telephone: (800) 387-0825 or (416) 643-5500

This Annual Report is published in French and English.
La version française de ce rapport annuel est disponible sur demande
auprès du Service des communications au (514) 340-1881
ou à communications@cimentstlaurent.com.
Printed on paper that is acid free and elemental chlorine free,
containing 50% recycled content, including 15% post consumer waste.

Printed in Canada

St. Lawrence Cement Group
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Mount Royal, Québec H3R 1H1
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