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Good morning. I am Peter Winkley, Vice-President, Finance and CFO of Algoma Central Corporation and I would like to welcome everyone to our Euro Pacific Global Investment Conference presentation. I appreciate the time you are devoting to learning about Algoma and about domestic shipping in general. I hope to give you a flavour of why I think domestic shipping and Algoma deserve consideration in your portfolio.


S
FORWARD-LOOKING STATEMENTS

Certain statements in this document about our current and future plans, expectations and intentions, results, levels of activity, performance,
goals or achievements or any other future events or developments constitute forward-looking statements. The words “may", "will", "would",
"should", "could", "expects"”, "plans”, "intends", "trends", "indications", "anticipates”, "believes”, "estimates”, "predicts", "likely" or "potential" or the
negative or other variations of these words or other comparable words or phrases, are intended to identify forward-looking statements. Forward-
looking statements are based on estimates and assumptions made by us in light of our experience and perception of historical trends, current
conditions and expected future developments, as well as other factors that we believe are appropriate and reasonable in the circumstances, but

there can be no assurance that such estimates and assumptions will prove to be correct.

Certain assumptions in respect of the determination of tonnages shipped, freight rates, fuel costs, general inflation rates, USD/CAD exchange
rates and capital expenditures are material factors in preparing forward-looking information and management's expectations. Many factors could
cause our actual results, level of activity, performance or achievements or future events or developments to differ materially from those
expressed or implied by the forward-looking statements, The future outcomes that relate to forward-looking statements may be influenced by
many factors, including but not limited to: on-time and on-budget delivery of new ships from shipbuilders; general economic and market
conditions in the countries in which we operate; interest rate and currency value fluctuations; our ability to execute our strategic plans and to
complete and integrate acquisitions; critical accounting estimates; operational and infrastructure risks; general political conditions; labour
relations with our unionized workforce; the possible effects on our business of war or terrorist activities; disruptions to public infrastructure, such
as transportation, communications, power or water supply, including water levels; technological changes; significant competition in the shipping
industry and other transportation providers; reliance on partnering relationships; appropriate maintenance and repair of our existing fleet by
third-party contractors; health and safety regulations that affect our operations can change and be onerous and the risk of safety incidents can
affect results; a change in applicable laws and regulations, including environmental regulations, could materially affect our results; economic
conditions may prevent us from realizing sufficient investment returns to fund our defined benefit plans at the required levels; our ability to raise
new equity and debt financing if required; extreme weather conditions or natural disasters; our ability to attract and retain quality employees; the
seasonal nature of our business; and, risks associated with the lease and ownership of real estate.

These factors are not intended to represent a complete list of the factors that could affect us; however, these factors should be considered
carefully. The purpose of the forward-looking statements is to provide the reader with a description of management's expectations regarding the
Company's financial performance and may not be appropriate for other purposes; readers should not place undue reliance on forward-looking
statements made herein, recognizing that all such forward looking information is based on assumptions about the future that may not ultimately
be born out and are subject to many risks and uncertainties, including those listed above. Furthermore, unless otherwise stated, the forward-
looking statements contained in this document are made as of the date of hereof (unless stated to be as of an earlier date), and we have no
intention and undertake no obligation to update or revise any forward-looking statements, whether as a result of new information, future events
or otherwise. The forward-looking statements contained in this document are expressly qualified by this cautionary statement. Management
approved the forward looking financial information as of September 8, 2014.

ALL AMOUNTS IN C$ MILLIONS EXCEPT PER SHARE AMQUNTS, UNLESS NOTED
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Before we begin, I do need to remind you of our caution in respect of forward looking statements. The gist of this is that our results going forward are subject to numerous uncertainties and you should familiarize yourself with the risks that could impact our results. These are disclosed in detail in our public filings.

Also, all figures discussed are in Canadian Dollars.
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Before I begin to talk about Algoma, I would  like to provide a brief overview of the domestic shipping market in which we compete. In particular, I will focus on the Great Lakes and the St. Lawrence Seaway. I believe when you learn about the role that this vital corridor and marine shipping play in our economies you will begin to appreciate how an investment in Algoma can play a role for you.
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For more than 200 years, ships have quietly gone about their business on the Great Lakes – out of sight and out of mind for most people.
 
In some ways, being an invisible force so to speak, is a positive thing.  Our ships remain under the radar because they are not causing traffic jams on the highways or contributing to the ever increasing noise pollution in our daily lives.  Our vessels also remain under the radar because we have an impeccable safety record. 
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In fact, a recent study commissioned  by the Chamber of Marine Commerce has demonstrated that marine transportation is by far the safest option for moving commodities long distances.
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And marine shipping has maintained this safety record even though operating conditions can sometimes appear pretty extreme.

The downside of going quietly about your business, however, is that the majority of people, including investors, does not realize just how economically important and technologically innovative Great Lakes – Seaway shipping has become.  
 
They also do not realize the role that marine shipping can play to preserve our environment for the future.  And they do not know that our industry has entered an exciting period of renewal and opportunity.
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But before I get to that, let me tell you just a little about The Great Lakes and the St. Lawrence Seaway, which I will refer to as the Waterway or the System. 

The Waterway provides a critical two-way transportation network that is particularly beneficial for the movement of bulk commodities. In addition to the open water of the Lakes and Rivers, the Waterway includes the Welland Canal that bypasses Niagara Falls, the locks of the St. Lawrence Seaway between Montreal and Lake Ontario, and Soo Locks between Lake Superior and Lake Huron. 

The domestic marine fleets service 100 Great Lakes Ports and Docks that serve as vital links in this transportation network. One fact that bodes well for the future of the System is that many of these ports, and indeed, the Seaway itself, are making investments to modernize and improve their facilities. 


MARINE DELIVERS

Grains from Western Canada
and US for export

Iron ore and coal from US for
export

Import ore to center of the
country

Aggregates, potash,
limestone, cement, coal, and
salt within the system

Petroleum products within

the system between refiners
and distribution networks

Vessels on the System move 164 million tonnes of cargo every year
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The materials moved on the Waterway include grains from Western Canada and the US  bound for export either directly or through grain elevators lower down the system. Iron ore and coal are moved from western US ports to steel mills on the Great Lakes and onward for export. Iron ore is also transported up the St. Lawrence either from eastern mines or imported, coming up the system from places like Brazil to steel plants in the interior. Within the system, bulk commodities such as potash, aggregates, limestone, coal, and salt are moved from suppliers to customers on both sides of the border. We also move refined petroleum products between refineries and terminals, and increasingly, shipping of crude oil on the Waterway is being looked at as a way to bring western crude oil to world markets. 

Total annual shipments on the System are approximately 164 million tonnes. 


BENEFITTING THE ECONOMY

Canada and the U.S.
» 22,000 jobs

» $34.6B economic contribution

Ships move.:

» 164M metric tons of cargo per
year on GL-Seaway System
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And all of this activity has a profound impact on the North American economy, delivering jobs, creating business successes, and of course, paying taxes that fund governments on both sides of the border. 
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And marine transportation is far and away the most efficient method for moving the vast quantities of materials required to support this economic activity.

In fact, it would take almost 1,000 trucks or 300 rail cars to carry the same amount of cargo as just one of our large Seaway-size vessels. 

One way to measure efficiency is to look at the amount of fuel required to move one tonne of material one kilometre, or about two-thirds of a mile. A typical bulk freighter on the Waterway can move that tonne of cargo 14% farther than a railcar and nearly 7 times farther than a truck. Of course, the use of fuel drives the production of green house gases, so not surprisingly, marine shipping has a 16% lower GHG impact than rail and over 6 times lower than trucks.




Bulker
16%

— Barge-Self-Unloading
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The combined Canadian and US fleet dedicated to the Waterway comprises 151 ships with a total capacity of 4.1 million tonnes. The fleet includes self-unloading bulk carriers, gearless bulk carriers, barges, and tanker vessels. At Algoma, we specialize in self-unloaders, gearless bulkers, and tankers. The relative distribution by vessel type is shown here with our areas of specialization highlighted. 
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Despite the very apparent economic advantages that marine transportation has, one of the challenges faced in the industry is the age of the overall domestic fleet that operates on the System. Excluding some specialized ships, the average vessel operating in the overall domestic fleet was built in 1978 – 36 years ago, and the oldest, which is operated by one of our competitors on the US side of the Lakes, was originally launched in 1942. Broadly speaking, the fleet is showing its age. 
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So why invest in marine shipping and, more importantly, why invest in Algoma? Well the answer to this question is simple. Because Algoma is investing aggressively in fleet renewal with the aim of being the preferred provider in marine shipping on the Waterway for any customer concerned about both the economic and the environmental cost of transportation .



Algoma is investing $500 million in new
lakes-class vessels: six are now delivered:
four more to come

14
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Algoma is in the middle of a fleet renewal program that was begun in 2009 and by the end of which we will have invested $500 million in 2 new product tankers and 8 new bulk carriers. Six of these vessels are delivered and in service and four more are in various stages of construction. 

Six of these new vessels are Algoma’s advanced, state of the art Equinox Class design, and, in addition, one of our major customers, CWB Inc.,  is buying  2 further Equinox Class vessels that will join the Algoma fleet under our management. 


2009 2010 2011 2012 2013

m Actual DDB Fleet Age 14 Reduction as a result of Fleet Renewal
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Five years ago our dry-bulk fleet was, on average, over 35 years old. Once we complete just the current phase of our fleet renewal, our investment will lower the average age of our fleet by 20 years compared to what it otherwise would have been by 2015.



2004 2005 2006 2007 2008 2009 2010
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And over the last ten year we invested $200 million to upgrade our tanker fleet and as a result we have already significantly reduced the average age of that fleet.


S
THE EQUINOX CLASS IS GREEN
s 45% More Fuel Efficiency (per t/km)
m 45% Less GHGs (per t/km)

m 97% Less SOx —first installation of
shipboard scrubbers on the Lakes
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Our dry-bulk fleet renewal is based on our own Equinox Class ship design. The Equinox Class sets a new standard for green in the marine industry. The ships are 45% more fuel efficient on a tonne/kilometre basis, meaning savings for our customers, and as I said earlier, reduced Greenhouse Gas Emissions. As a result, they have a vastly improved environmental footprint, meaning they are better for the communities in which we all live and work. 

The ships are leaders in many areas of technology. One area we are particularly proud of – the Equinox Class vessels include the Great Lakes’ first installation of shipboard SOx  scrubber technology that enables these vessels to emit 97% less sulphur oxides than unscrubbed exhaust streams.

In addition to their environmental advantages, these new ships will also be faster than our current ships (despite burning less fuel) and far more efficient to operate, resulting in improved operating margins for our domestic dry-bulk business, and of course, this is what ultimately supports our decision to make this investment.


SUSTAINABILITY

Operations Excellence

Quality performance includes cost control, reduced
incidents and minimized non-productive time

Don’t hurt e Don’t spill ® Don’t damage

Operate modern assets and maintain at peak condition
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Algoma is making this investment because sustainability is key to our strategic vision and our goal of delivering shareholder value. Now I know that many people talk about sustainability and in particular the ES&G facets of their business, but for us being sustainable is only possible if you also deliver operationally. All the nice words about sustainability don’t matter if we cannot afford  to deliver on them.

Operations excellence to us means quality performance including cost management, reducing incidents, and minimizing non-productive time. 

To put reducing incidents in plainer English, it means keep people safe, protect the environment, and take care of property.

For us, operations excellence also means operating modern assets and investing to maintain them in peak condition. Our fleet renewal investment is a key example of our commitment to sustainability. 

And we must deliver a return on our investment that is sufficient to support the business and our on-going investment in it. 


DOMESTIC DRY-BULK

Algoma Dry-Bulk
Owns and operates 25 vessels with 4
Equinox Class and 2 CWB Equinox Class on
order
Algoma Ship Repair

= Algoma is the largest owner and operator of vessels on the
Great Lakes / St. Lawrence Waterway

= Aggressively investing in new Equinox Class ships (1 in
2013, 2 in 2014, 5in 2015)

= Algoma Ship Repair is the largest top-side ship repair
company covering the Great Lakes
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To be sustainable also requires scale. Algoma Domestic Dry-Bulk, is the largest owner and operator of Canadian flagged dry-bulk vessels on the Waterway, with 25 vessels. As mentioned earlier, we also have 4 new state of the art Equinox class vessels under construction ourselves, along with the two CWB vessels that we will manage commercially and operationally as part of our fleet. 




PRODUCT TANKER

Algoma Tankers Limited Algoma Tankers International Inc.
Owns and operates 7 domestic product Owns and operates 1 foreign-flag
tankers product tanker currently chartered to
Canadian operations

Algoma owns and operates the largest and most modern
fleet of product tankers on the Great Lakes / St. Lawrence
Waterway

Invested $200 million since 2000 in double-hulled vessels

Operate internationally through the Brizo8 product tanker pool
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Our Product Tankers business unit includes 7 domestic tankers plus one ocean tanker that operates in an international pool but is currently on charter to our domestic operations to enable us to meet strong customer demand. 

Our tanker vessels are all double hulled and  are the most modern on the Waterway. 


DRY — BULK CUSTOMERS

Diversified Customer Base

ArcelorMittal

DOFASCO | HAMILTON

Cargill
£AFARGE @ U.S. Steel

Favourable Contract Terms

mExcess of 90% of Algoma’s
revenue IS under contract

= Average length of 3-5 years

= Include price escalation

clauses, typically tied to
Inflation rates

= Limited fuel costrisk as itis
generally borne by customer
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Our domestic dry-bulk shipping business is almost entirely long-term contract based. 

Our 3 to 5 year contracts deal with both freight rates and volumes. 

While we are not immune to our customers’ swings in volume caused by general economic conditions, we are insulated from the dynamics of the spot market. In addition, our customers generally bear the risk of fluctuating fuel prices and our rates are inflation-protected.

We deal with large, multinational companies engaged in many fundamental aspects of the economy. A few of them are shown here. 


STABLE AND PREDICTABLE

Baltic Exchange Panamax Trend and Daily Rate

Algoma Domestic Dry-Bulk TCE Trend

v0-v10¢
10-10¢
0T-ET0¢
L0-€T0C
v0-€T0C
T0-€T0Z
01-2102
L0-ZT0¢
v0-Z10¢
10-210¢
01-T70C
L0-TTOC
v0-T1T0Z
10-TT0Z
01-0T0¢
L0-0T0¢
v0-010¢
10-0T0C
01-6002
£0-6002
t0-6002
10-600¢
01-800¢
£0-800¢
0-800¢
10-8002
01-£002
L0-£00¢
v0-£00¢
10-£00¢
01-900¢
£0-900¢
v0-900Z
10-9002
01-500¢
L0-500¢
v0-500¢
10-5002
01-#00Z
L0-v00Z
v0-t00¢
10-00¢


Presenter
Presentation Notes
No doubt the key factor though that differentiates our domestic business from ocean-based bulk trades is that our domestic business is contract based. These contracts define rates over periods of 3 to 5 years, substantially reducing the volatility seen in ocean trade benchmarks. 

While we forgo the opportunity to profit from the occasional peaks in spot rates, we also avoid the gut-wrenching, value destroying lows.  

This chart, which illustrates a ten-year history of ocean Panamax rates compared to our domestic time charter equivalent experience over that same period amply proves this point. 


=

LONG-TERM IOL RELATIONSHIP

Established Key Customer Relationship Invested to Improve Fleet

mF|eet acquired from
Imperial Oil in 1998

Imperial Oil mAlgoma has invested to

replace and upgrade all
ships with double-hulled
vessels

mAcquired the Algonova and
Algocanada in 2009/2010
and Algoscotia in 2004

mExpanded capacity to
enable Algoma Tankers to
service other oil majors In
the market
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Our domestic tanker business is built around a long-term agreement with Imperial Oil, the Canadian operating arm of Exxon/Mobil. In fact, we entered this business when we acquired the Imperial fleet in 1998. Since then, we have expanded and modernized the fleet, including a new tanker in 2004 and the two previously referred to that joined our fleet in 2009 and 2010. This expansion enables us to service other oil majors as well; however, our long-term relationship with IOL remains the core of this business. 


Algoma Shipping Ltd. Marbulk Canada Inc.
Owns and operates 2 foreign- / Marbulk Shipping Ltd.
flag self-unloaders Owns and operates 3 foreign

= Ocean Shipping vessels are members of the world’s largest
pool of ocean-going self-unloaders

= Trade primarily on east and west coasts of the Americas

24
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While our domestic operations currently comprise 85% of our business, we have leveraged our strength in domestic shipping to take a stake in the self-unloader segment of the bulker trade in the Americas. This business is conducted through a major international commercial pool, the world’s largest operator of ocean self-unloaders. 

We own 2 ships directly, a 50% interest in 2 other ships, and a 25% interest in a fifth vessel. 

With the exception of the 25%-owned vessel that operates in Europe, these vessels trade primarily on the east and west coasts of the Americas but they are fully ocean capable for trans-ocean trades. 


INTERNATIONAL POOL

Diversified Customer Base Favourable Contract Terms
Martin Marietta Matcrials/\/\ .A member In the CSL
AA Americas Pool
) | ong relationships with top-
“@ Emera Nationalm S S -
SUIM . ranked industrial customers

mMost customers are under 3
to 5 year contracts

mContracts contain volume
thresholds or are exclusive
or preferred provider style
contracts
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Because of the specialized nature of our vessels, our international revenues are also largely earned under long-term contracts. 

The Pool deals with a number of large industrial concerns, the logos for some of which you see on this slide. The Pool comprises 4 members with 26 participating vessels in total. Our Pool has held up very well compared to other ocean bulk carriers due to the strength of its relationships with key customers and an effective management of vessel supply.
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I will turn now to take a quick look at our financials. I am not going to spend too much time on this as you can get a much deeper look at all of these details through our public filings.

Algoma’s revenues for 2013 were just under $500 million and two-thirds of that came from our domestic dry-bulk business with a further 20% coming from our product tanker business.



PETROLEUM Agriculture
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Although the exact percentages will vary from year to year, iron and steel customers form our largest industrial market, followed by the petroleum industry. This diversity of customers and industries means we are not overly exposed to any particular industry cycle. 

Last year was a strong year in iron and steel based in large part on the continuing strength of the North American auto market. So far, 2014 is looking to be a good year for agricultural products as a result of the record grain harvest in western Canada last fall, and for salt due to the harsh winter we experienced around the Great Lakes. 


Aggregates
41.8%

Other
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Industries served by our Ocean vessels are similar to those we serve domestically; however, the relative weighting is very different. 

A notable exception is that we do not service agricultural customers in our Ocean trades, primarily because these customers do not require the use of self-unloaders.

In addition, coal for power generation remains a major commodity in our ocean trades whereas there is little coal-generated power around the Waterway that relies on water transportation.


Domestic Dry-
Bulk
33%

Product
Tankers
30%
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We report earnings from each of our four segments, which by the way includes a $160 million real estate portfolio, on an after-tax basis. 

On a combined basis our operating segments generated $46 million in after-tax earnings in 2013 and our three marine shipping businesses contribute nearly equally. 

Our investment in fleet renewal is expected to substantially enhance the margin generation of our domestic dry-bulk business as we replace older, expensive, inefficient vessels with our modern Equinox Class ships. 
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On a consolidated basis, direct operating costs comprise 75% of our revenues and spending on general and administration accounts for a further 6%. 

In 2013, Algoma delivered net income of $42 million or $1.08 per share. This represents a 9% net margin on sales of $491 million. 


Other
assets
$102

Cash
$216
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Algoma has a very strong balance sheet.  Our asset base includes a substantial cash balance, much of which will be invested in our fleet renewal program. 

Overall, two-thirds of our assets comprise our ships and our real estate


WELL CAPITALIZED
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And we are very well capitalized, with a conservative balance sheet. 

Equity at year-end totaled $561 million, or 71% of the total capital invested in the business. Furthermore, $219 million of our $228 million of long-term debt does not fall due until after 2017. 

In addition to what is on the balance sheet, we have access to a $150 million revolving bank facility which is currently undrawn. 


6%

4%

2%

0% T T T T T T T T T
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

B Adjusted ROCE* =-=Average AROCE (11.1%)

*Adjusted Capital excludes excess cash and deposits for vessels

under construction
33



Presenter
Presentation Notes
We use return on adjusted capital employed as the principal measure of our operating performance and as a guidepost for all major investment decisions. Incentive compensation for all employees, and particularly senior management, is weighted towards performance on this metric. 

Our target range, set by our Board of Directors is 10% to 12% after-tax. 

Over the past ten year we have generated an average return on adjusted capital employed of 11.1%, and this period includes the 2009/2010 recession, during which we and our key customers experienced significant business contraction. 

Our return on adjusted capital employed is driven by the after-tax operating earnings of our business units measured against the capital invested and active in those businesses. For this purpose, capital does not include excess cash or deposits on ships currently under construction. 
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Solid operating returns backed up by strong cash flows enables us to share our success with shareholders. The company has paid an uninterrupted quarterly dividend since 1995.

The annualized dividend has nearly tripled over the last ten years and  currently sits at 28¢ per share for a little under a 2% yield.
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And dividends are not the only return we have delivered for our shareholders. 

This graph shows the growth in the value of $1 invested in shares of Algoma and in the Toronto Stock Exchange Composite Index on December 31, 2003 and held through to the end of last year. Over this ten-year period, Algoma delivered 11.3% compounded annually in total returns to shareholders. 
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We are also proud of the external recognition we have received. In 2012, Algoma joined the ranks of Canada’s Best Managed Companies and re-qualified for this in 2013. 

We placed in the top ten of Marine Money’s Global Marine Shipping rankings for 2011 and 2012. 

Surprisingly, even our impressive 20% total shareholder return was not enough to get us into the top ten in the Marine Money Overall Ratings 2013 as a number of ocean-based companies saw substantial increases in share value off of very low bases. 

That said, we placed second in their Financial Strength rankings for last year, which is a testament to our solid balance sheet. 



OPPORTUNITIES

= Our investment in Equinox Class vessels
= Substantial contribution to operating margins and profitability

= Leverage to growing confidence in US

recovery
= One-third of our domestic revenues are related to exports

« Strong cash generation
=  Well positioned to take advantage of opportunities as they arise
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We see many opportunities in the markets in which we compete. As noted earlier, we are making a substantial investment in fleet renewal with our new Equinox Class ships. With these new ships we expect to deliver even better customer service and to drive improved operating margins and profitability, all while reducing our environmental footprint. We are currently evaluating projects in our next phase of fleet renewal and we expect that this will be an on-going focus of our capital program. 

We are encouraged by the continued growth in confidence that the economy has turned the corner. As the North American economy is a key driver for many of our customers’ activities, continued economic improvement should lead to higher utilization levels.

In addition, our diversity in markets and customers served will help to mitigate any unforeseen adverse economic impacts.

And of course, with a well capitalized balance sheet and strong cash generating ability, we believe we are well positioned to take advantage of opportunities as they arise.


INVESTMENT THESIS

Leader in Our Markets

Solid Financial and Operating Performance

Diversified, Dependable Customer Base

Well Capitalized

Investing for a Sustainable Future

Strong History of Dividends
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Summing up, at Algoma, we are leaders in our markets, demonstrating solid financial and operating performance. 

We have a diversified and dependable customer base.

We are well capitalized, and as a result, we are investing for a sustainable future. 

Above all, we are focused on delivering growth in shareholder value, both through share price appreciation and by paying a dependable dividend.

Thank you for attending and I will now turn it over for questions.





LINKS TO LEARN MORE

= Our Website —

= To learn more about domestic shipping at the
Chamber of Marine Commerce —

= To learn more about the Seaway -
and

= To learn more about marine shipping and the
environment through Green Marine —






