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1 Executive Summary

In this report, the financial viability of an investment in mass timber manufacturing in Ontario is analysed.

The growing interest in mass timber construction and the need for more manufacturing capacity in Eastern
North America provide a strong rationale for this analysis. The plant that we have modelled would produce
37, 440 m3 of mass timber annually, in proportions of 80% CLT and 20% glulam. Required lumber supply
would be 31,315 MMBF (73907 m3).

With respect to the market, after a pause during the pandemic and surging lumber prices, the demand

for mass timber has once again resumed its exponential growth. The interest in wood construction in
general, and mass timber in particular, is largely driven by the quest to reduce embodied carbon in the
built environment, as well as more efficient building
systems. Mass timber is also a form of offsite
construction and offers many additional advantages
including speed of erection, lower dependence on
onsite labour and greater compatibility

with digitalization.

In this context, CLT consumption for construction

in North America has increased more than four-
fold between 2016 and 2020, growing from
26,000 m3 to 115,000 m3. From 2022-2027,

FEA is forecasting annual growth of 38%. However,
this forecast is highly dependent on the ability of
the supply chain to keep pace with demand. FEA
estimates that, in 2021, North America has been a net importer of just over 30,000 m3 of mass timber,
which is at scale with the plant under analysis. This volume, which amounts to 26% of total North American
consumption, reveals the challenges for the installed capacity to keep up with demand.

If the market was to grow by 20% annually, which is far lower than expected, the plant modelled in this
analysis would require a 10% of markets in close proximity to sell its full output by 2035. These markets
(Ontario, Quebec, and the Northeast and East North Central regions of the U.S) are forecast to consume
150,000 m3 of mass timber by 2030.

A number of different mass timber business models have been adopted in North America. However, the
most successful to date has been that of the Total System Solution Provider. Nordic, Structurlam and
Element5 all use this model.

What is a Total System Solution Provider? A company that differentiates itself in the marketplace with

a broad range of activities and services in addition to manufacturing, including design and engineering,
3D CAD modelling, project management, shop drawing, machining, finishing, and often installation.
The plant modeled in this project adopts the business model of a Total System Solution Provider.
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Throughout this report, the case is made that mass timber fabrication is far more than a manufacturing
process. This analysis emphasizes the importance of supply in terms of quality, long-term availability,

and price. The business model relies on skilled human resources, with a strong focus on 3D CAD literacy,
technical support, and engineering. The sales process, including business development, customer support,
and project design, is also a crucial success factor. Of course, manufacturing excellence is also required.

Financial results clearly show that high capacity utilization rates are required in the face of significant
capital costs.

Results for the baseline scenario are presented in Table 1. For a total funding requirement (capital and
working capital) of $79.4M, project IRR is 16.1%, Net Present Value, $42.7M, and Payback period is 8 years.
Under these conditions, the project offers viable conditions and becomes a recommended investment.
These conditions are further tested through sensitivity analysis, under which capacity use and selling price
appear crucial factors. In the project, an assumption was made that, up to a point, lumber price increases
could be passed on from the manufacturer to customers.

Table 1. Financial Ratios for the Baseline Scenario

Funding Requirement (Debt & Equity) 79,432 000' of CAD
Approximate Peak Funding Requirement Month Month 35 Month
Discount Rate (Average WACC) 9.9% %
Project IRR 16.1% %

Debt as % of Net CapEx 75.0% %
Equity IRR 23.3% %
Project NPV (15 year horizon plus perpetual stream 42,678 000" of CAD
after then)

Project Payback Period 83 Year

In an investment of this size, risk factors require special attention. Risks with the greatest potential impact
include lumber prices, availability of human resources, start-up costs, operating rate, and glulam capacity.
The report concludes that lumber supply in Ontario is readily available for such a plant in Ontario.

This business case was performed as a generic
prefeasibility study. However, the analysis could
well be tailored to a specific project. An investor
wishing to go forward with a feasibility analysis
would of course require an update of current and
forecast mass timber prices, A site-specific supply
analysis for lumber and adhesives should also be
performed. The availability of human resources in
a given context would also require due diligence.
An investment analysis could also be performed
with other providers of CLT and glulam equipment.
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