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This research presentation expresses our research opinions. You should assume that as of the publication date of any presentation, report or letter, Spruce
Point Capital Management LLC (possibly along with or through our members, partners, affiliates, employees, and/or consultants) along with our subscribers
and clients has a short position in all stocks (and are long/short combinations of puts and calls on the stock) covered herein, including without limitation U.S.
Concrete Inc. (‘USCR”), and therefore stand to realize significant gains in the event that the price of its stock declines. Following publication of any
presentation, report or letter, we intend to continue transacting in the securities covered therein, and we may be long, short, or neutral at any time hereafter
regardless of our initial recommendation. All expressions of opinion are subject to change without notice, and Spruce Point Capital Management does not
undertake to update this report or any information contained herein. Spruce Point Capital Management, subscribers and/or consultants shall have no
obligation to inform any investor or viewer of this report about their historical, current, and future trading activities.

This research presentation expresses our research opinions, which we have based upon interpretation of certain facts and observations, all of which are
based upon publicly available information, and all of which are set out in this research presentation. Any investment involves substantial risks, including
complete loss of capital. Any forecasts or estimates are for illustrative purpose only and should not be taken as limitations of the maximum possible loss or
gain. Any information contained in this report may include forward looking statements, expectations, pro forma analyses, estimates, and projections. You
should assume these types of statements, expectations, pro forma analyses, estimates, and projections may turn out to be incorrect for reasons beyond
Spruce Point Capital Management LLC’s control. This is not investment or accounting advice nor should it be construed as such. Use of Spruce Point Capital
Management LLC’s research is at your own risk. You should do your own research and due diligence, with assistance from professional financial, legal and
tax experts, before making any investment decision with respect to securities covered herein. All figures assumed to be in US Dollars, unless specified
otherwise.

To the best of our ability and belief, as of the date hereof, all information contained herein is accurate and reliable and does not omit to state material facts
necessary to make the statements herein not misleading, and all information has been obtained from public sources we believe to be accurate and reliable,
and who are not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer,
or to any other person or entity that was breached by the transmission of information to Spruce Point Capital Management LLC. However, Spruce Point
Capital Management LLC recognizes that there may be non-public information in the possession of USCR or other insiders of USCR that has not been
publicly disclosed by USCR. Therefore, such information contained herein is presented “as is,” without warranty of any kind — whether express or implied.
Spruce Point Capital Management LLC makes no other representations, express or implied, as to the accuracy, timeliness, or completeness of any such
information or with regard to the results to be obtained from its use.

This report’s estimated fundamental value only represents a best efforts estimate of the potential fundamental valuation of a specific security, and is not
expressed as, or implied as, assessments of the quality of a security, a summary of past performance, or an actionable investment strategy for an investor.
This is not an offer to sell or a solicitation of an offer to buy any security, nor shall any security be offered or sold to any person, in any jurisdiction in which
such offer would be unlawful under the securities laws of such jurisdiction. Spruce Point Capital Management LLC is not registered as an investment advisor,
broker/dealer, or accounting firm.

All rights reserved. This document may not be reproduced or disseminated in whole or in part without the prior written consent of Spruce Point
Capital Management LLC. 2



SPRUCE POINT gf J\/lanagement

Spruce Point believes it is time for significant change at U.S. Concrete Inc (Nasdaq: USCR). Based on our

research, we are calling for the immediate resignation of its CEO Sandbrook.

Spruce Point Capital Is An Industry Recognized Research Activist Investment Firm Founded In 2009
* Founded by Ben Axler, a former investment banker with 17 years experience on Wall Street

* Ranked the #1 Short-Seller in the world by Sumzero after a comprehensive study of 12,000 analyst recommendations
dating back to 2008 (March 2015)

» Ranked the #13 Most Influential FinTweeter on Twitter according to Sentieo analysis (Dec 2016)

CEO Departures Post Recent Spruce Point Research Activism

Enterprise Value
Report Date Company / Ticker At Report Date (8 billions) CEO Departure / Date

7/13/17 Gentex / GNTX S4.7 Fred Bauer / Jan 2018
4/13/16 Sabre Corp / SABR S11.2 Tom Klein / June 2016
12/17/15 Intertain / IT.TO S1.5 John FitzGerald / Feb 2016
8/19/15 Caesarstone / CSTE S1.7 Yos Shiran / May 2016
2/10/15 Greif / GEF S3.2 David Fischer / Oct 2015
11/13/14 AMETEK / AME S14.0 Frank Hermance / May 2016

1/15/14 LKQ Corp / LKQ S11.8 Robert Wagman / March 2017

3/5/13 Boulder Brands / BDBD S1.0 Stephen Hughes / June 2015
6/14/12 Bazaarvoice / BV S1.2 Bret Hurt / Nov 2012


http://www.sprucepointcap.com/gentex-corp/
http://ir.gentex.com/news-releases/news-release-details/gentex-corporation-announces-retirement
http://www.sprucepointcap.com/sabre-corp/
https://www.sabre.com/insights/releases/sabre-corporation-announces-ceo-transition/
http://www.sprucepointcap.com/it-the-intertain-group-ltd/
http://www.marketwired.com/press-release/intertain-group-independent-committee-review-completed-tsx-it-2098672.htm
http://www.sprucepointcap.com/cste-ltd/
http://ir.caesarstone.com/releasedetail.cfm?ReleaseID=972280
http://www.sprucepointcap.com/grief-inc/
http://investor.greif.com/press-releases/press-release-details/2015/-Greif-Announces-CEO-Transition/default.aspx
http://www.sprucepointcap.com/ametek-inc/
http://www.ametek.com/pressreleases/news/2016/may/ametekannouncesexecutive?news_lang=en
http://www.sprucepointcap.com/lkq-corp/
http://investor.lkqcorp.com/investor-relations/press-releases/press-release-details/2017/LKQ-Corporation-Announces-Leadership-Transition/default.aspx
http://www.sprucepointcap.com/boulder-brands/
https://www.sec.gov/Archives/edgar/data/1331301/000114420415036382/v412846_8k.htm
http://www.sprucepointcap.com/bazaarvoice/
https://www.sec.gov/Archives/edgar/data/1330421/000119312512451859/d435652dex991.htm
http://www.businessinsider.com/ten-best-short-sellers-on-sumzero-2016-3
https://sentieo.com/blog/are-you-tracking-2016s-most-influential-fintweeters/

Executive Summary

Proprietary and Confidential —May Not Be Distributed or Copied Without Spruce Point Capital Management, LLC Consent
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Nasdaq: USCR

Gross Margins With No Volatility And Abnormally High Margins For A Commodity
Abnormal Capex Product And Capex Forecasting Issues

China Integrated Energy Caesarstone
(Nasdaq: CBEH) (Nasdaq: CSTE)
Report Date 12/5/10 8/19/15 and 10/6/15
Market Value $320m $1,700m
Commodity Leading non-state-owned integrated energy company in Leading quartz countertop manufacturer capable of producing
Company China engaged in three business segments: wholesale 43% and 26% gross and EBITDA margins, while producing
Promotion distribution of finished oil and heavy oil products, the double digit growth in the fast growing US market. The
production and sale of biodiesel and the operation Company claimed it needed to increase capex to construct a
of retail gas stations manufacturing facility in the US to accelerate its US footprint
Our Criticism Spruce Point’s research indicated that CBEH's biodiesel U e e e ene) Rl €l ClREREs Vs

business could not possibly produce the margins being
represented, and that its capex and cash management
policies raised serious concerns about
the nature of its business

evidence of slowing US growth, margin pressure being covered-
up, and poor forecasting of capital expenditures which
suggested over-capitalization of costs on the balance sheet

Successful Outcome Two CEOQ/CEQ’s and the CFO of Caesarstone have subsequently
May 2011: Auditor KPMG resigned and noted concerns resigned. The Company has reported numerous manufacturing

about management’s representations. CBEH shares were problems in both its new US production and Israeli facilities.

delisted and the SEC revoked its registration in Dec 2014 Gross margins have contracted to 25%. The share price has

fallen >70% from our initiation price


http://www.sprucepointcap.com/china-integrated-energy/
http://www.sprucepointcap.com/cste-ltd/
http://www.sprucepointcap.com/cste-ltd-followup/
https://www.sec.gov/Archives/edgar/data/1070045/000114420411025491/0001144204-11-025491-index.htm
https://www.sec.gov/Archives/edgar/data/1070045/999999999714016107/filename1.pdf
http://ir.caesarstone.com/releasedetail.cfm?ReleaseID=972280
https://www.businesswire.com/news/home/20180322005616/en/Caesarstone%C2%A0Announces%C2%A0Raanan%C2%A0Zilberman%E2%80%99s%C2%A0Resignation-Appointment-Yair-Averbuch-Interim-Chief-Executive%C2%A0Officer
http://ir.caesarstone.com/releasedetail.cfm?ReleaseID=1035554

SPRUCE POINT Spruce Point Believes U.S. Concrete (Nasdaq: USCR) Is
T A “Strong Sell” With 60% - 90% Downside Risk

A Poorly Constructed Commodity Roll-Up Strategy Showing Signs of Cracking:

Previous Failure: U.S. Concrete filed for bankruptcy after the financial crisis: The industry is difficult given the commodity nature of the
products, intense competition, and need to be close to the customer because shipping costs are material

Becoming More Dependent on Shady Acquisitions: USCR has acquired over 20 companies since 2012. It recently outbid industrial giant Vulcan
Materials for Canadian small cap Polaris Materials and also purchased firms with alleged historical ties to organized crime

GAAP vs. Non-GAAP Strains: In 2017 there were a record number of adjustments to results, and yet Adjusted EPS grew by just 4%

Cash Flow Issues: Despite promoting sales and Adj. EBITDA growth of ~20% in the past three years, operating cash flow has been declining for
more than 3 years in a row. Recent guidance of 60% cash flow conversion from Adj. EBITDA has been terribly missed

Stable Gross Margins In A Commodity Business: Despite cash flow issues, USCR has reported stable gross margins at 21% for three years, which
is a remarkable feat given it operates in a commodity business, and we find peers reporting between 9% - 12% margins over the same period

Deja Vu Leverage Rising Again: USCR’s Net Debt / EBITDA was 3.5x prior to the crisis sending it to bankruptcy, and is now 3.8x as of 3/31/18.
USCR’s current liquidity (cash and borrow capacity) as a percentage of LTM revenues stands at a multi-year low and worse than pre-crisis levels

Troublesome Management, Governance, and Auditor Red Flags:

CEO Concerns and Rapid CFO Turnover: A routine background check of the CEO reveals an undisclosed DWI arrest for reckless driving, calling
into question his judgement. USCR is on its fourth CFO since 2012. Recent CFO John Tusa, Jr. resigned after serving a little more than one year

Auditor Changes and No Independent Chief Accounting Officer: USCR is on its third auditor since 2012; Grant Thornton was recently dismissed
in March 2017. USCR has historically kept the CFO in charge of the accounting function in favor of hiring a dedicated professional

Audit Fees Starting To Rise: Fees up 20% and 30% in 2015 and 2016, respectively. Lead engagement partner just had an Admin Consent Order

Material Weakness: Identified in 2016 related to internal controls and reporting of income taxes, which USCR claims to have rectified

Who is on the Audit Committee: Only one rotation in the audit committee since embarking on its aggressive strategy in 2012. Spruce Point is
concerned by the lack of accounting and financial knowledge of the committee members. Most are lawyers and strategists by background

Insider Ownership Declining: The CEO spends his time promoting USCR to retail investors on programs such as Cramer’s Mad Money.
Meanwhile, in the past three years, the CEQ’s ownership is down from 5.9% to 2.6% while all insiders are down from 10% to 5.3%.

Evidence Suggesting an Undisclosed, On-Going SEC Investigation: Based on a recent FOIA request by Probes Reporter and our own FOIA




SPRUCE POINT Spruce Point Believes U.S. Concrete (Nasdaq: USCR) Is
A “Strong Sell” For The Following Reasons:

CAPITAL MANAGEMENT

Digging Beneath The Surface We Find Evidence To Suggest Overstated Organic Growth:

USCR Claims Mid To High Single Digit Organic Growth: Evidence suggests organic growth is overstated, and mostly a function of pass through
commodity price increases. We note realized prices by USCR hit a 5yr low in 2017, and have continued lower in Q1’18

USCR Makes Organic Growth Difficult To Calculate: USCR selectively discloses figures in periods when good, not bad. The Company has
generally done a poor job of breaking out acquisition contributions in SEC filings

Spruce Point Uses Two Analyses To Estimate Underlying Organic Growth:

1. Piecing together selected USCR disclosures, we find average organic volume growth from 2015-2017 to be approximately zero
2. Using reported trucks and volume production, we estimate flat to modestly negative volume growth

Changes To Goodwill Impairment Testing Provide Another Clue: A few years ago USCR dropped revenue as a condition to its goodwill
impairment measurement test from a weighted test of DCF, EBITDA, and revenue to just testing DCF and EBITDA

Aggressive Use of Capital Leases and Evidence To Suggest Overcapitalization of Expenses Inflating Adjusted EBITDA:

Operating vs. Capital Lease Choice Flatters EBITDA and Cash Flow: Operating leases reduce EBITDA and Free Cash Flow, while capital
leases do not; USCR runs capital lease repayments through the financing section of the cash flow statement

Capital Leases Usage Grows Every Year, Now Accounting For >50% of Total Capex Spending: USCR has aggressively increased capital lease
usage, while it stopped disclosing leasing details in recent 10-K annual reports

Adj EBITDA Is The Only Metric Management Is Compensated For Producing: The Board approves seemingly arbitrary EBITDA growth
targets, and management generally hits them! Until recently, the committee didn’t adjust targets for acquisition contributions

Warning: Management’s History of Hitting Capex Targets Is Horrendous: USCR used to give sparse guidance of capex as a % of sales which
it always missed. In 2017, when finally giving hard capex guidance (inclusive of capital leases), the company missed estimates by >40%

Vehicle and Truck Property Accounts Suggest Overcapitalization: Since 2012, USCR financials show ~500% growth in the vehicle property
account, yet physical trucks are up only ~100%. USCR claims truck prices are stable, so overcapitalization of costs is a likely explanation

Numerous Examples of Accounting Problems Involving Trucks and Vehicles: Tied to misclassifying operating vs. capital leases (Celadon),
capitalizing normal maintenance costs (Roadrunner Transportation), and inflation of vehicle values (Heartland Express) 7




SR RUCE POINT Spruce Point Believes U.S. Concrete (Nasdaq: USCR) Is
i A “Strong Sell” For The Following Reasons:

Easy To Justify 60% — 90% Downside In USCR’s Share Price:

Analysts Are Naturally Bullish Despite USCR Not Offering Firm Sales or Earnings Guidance: USCR is covered by a roster of third tier brokers
that offer an average price target of $86.30 per share, implying approximately 40% upside. Analysts are seemingly blind to USCR’s rapidly
diminishing liquidity and recent poor performance, yet still assume 14% and 58% 2018E sales and EPS growth, respectively. Naturally, they
expect great contributions from the Polaris acquisition, favoring an additional 100bps of EBITDA margin expansion. USCR does not offer
firm revenue or earnings guidance, and analysts have done a poor job accurately forecasting results

USCR Trading Near All-Time Cyclical High Valuation: USCR is valued at approximately 1.2x, 8.0x, and 15x 2018E Sales, Adj EBITDA and Adj.
EPS. On the surface, shares “appear” cheap, but analysts have been quietly and slowly cutting forward estimates, and we have little faith
in management’s reporting given our documented concerns. Spruce Point also never recommends buying into a commodity company
near the peak of a leverage cycle: this is a recipe for disaster!

Only Indices Are Buying, No Real Fundamental Investors: We took a close look at USCR’s shareholder base a few years ago vs. today, and
we find all of its fundamental owners are gone. What’s left is the who’s who of passive index chasers — not exactly a ringing endorsement
to own USCR in our opinion

Two Ways To Value USCR Point To 60% - 90% Downside Risk: Given our analysis that shows distortions in USCR’s Non-GAAP figures, we
believe the best way to value the Company is on Free Cash Flow. We expect further deterioration which began three years ago, and apply
a 20x — 25x multiple to reflect a discount to the peer average for its above average exposure to ready-mix, poor roll-up economics, and
growing liquidity risk. Secondly, we adjust USCR’s book value for an estimated $60 - $S85 million of overcapitalized costs to its vehicle
property accounts and apply a 1.0x — 1.5x multiple range. These valuation perspectives indicate 60% to 90% downside or approximately
$6.00 to $25.00 per share
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USCR is a commodity producer of ready-mix concrete with a junk credit of BB-/ B1 Stable from S&P and Moodys.
Its low valuation partially reflects this fact, but is based on management’s highly adjusted Non-GAAP figures. We

do not believe investors and analysts are looking carefully at its aggressive use of capital leases which inflate
EBITDA. Furthermore, analysts have aggressive forecasts for the business based on the belief that recent
acquisitions will bear fruit and synergies, despite management giving little guidance.

$ in millions, except per share figures

Stock Price $61.20  Street Valuation 2017A 2018E 2019E
Shares Outstanding 16.8 EV/Sales 1.3x 1.2x 1.1x
Market Capitalization $1,028.8 EV / Adj. EBITDA 9.2x 7.8x 6.7x
$350m Senior Secured Credit Facility due 2022 §75.0  Price / Adj. EPS 20.5x 14.4x 10.7x
Capital Leases up to 5.45% due 2-7yr $51.5  EV/Free Cash Flow 34.0x 21.1x 14.1x
Total Secured Debt Outstanding $126.5 Price / Book Value 3.4x - -
Promissory Notes @ 2.50%-4.59% $29.3 | Price / Adj Book Value 4.2x -- -- |
Senior Unsecured Note @ 6.375% due 2024 $600.0  Growth and Margins
Total Debt Outstanding $755.8 Sales Growth 14.4% 14.5% 9.5%
Less: Cash and Equivalents $36.6 | Estimated Organic Growth 2.5% 0.0% N/A |
Plus: Non-controlling Interest $21.6  Adj EBITDA Margin 14.4% 14.9% 15.8%
Total Enterprise Value $1,769.6  Adj EPS Growth 4.2% 42.6% 34.6%
Credit Metrics
Net Snr. Secured Debt / EBITDA 0.5x 0.4x 0.3x
Total Net Debt / EBITDA 3.7x 3.2x 2.7x
Total Net Debt / Free Cash Flow 13.8x 8.6x 5.7x

Source: Company filings and Wall St estimates
Note: Price / Adj Book Value adjusts for overcapitalization of vehicle assets
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Investors should be concerned that USCR’s liquidity is rapidly deteriorating and worse today than
pre-financial crisis which sent USCR into bankruptcy

Maximum Liquidity as a %
Availability on Core Cash and Total LTM of LTM

Credit Revolver Equw::l:)nts (1) é'_q(l::’_'g) Rev(tle)n)ues Revenues
(A) =(C/D)

12/31/2007 $112.6 $14.8 $127.4 $803.8 15.8%

6/30/2016 $193.1 $101.1 $294.2 $1,079 27.3%

9/30/2016 $209.5 $66.0 $275.5 $1,113 24.8%

12/31/2016 $221.3 $75.8 $297.1 $1,168 25.4%

3/31/2017 $208.2 $80.3 $288.5 $1,222 23.6%

6/30/2017 $232.5 $60.2 $292.7 $1,287 22.7%

9/30/2017 $245.8 $36.8 $282.6 $1,314 21.5%

12/31/2017 $206.4 $22.6 $229.0 $1,336 17.1%

3/31/2018 $137.7 $36.6 $174.3 $1,365 12.8%

Source: USCR SEC filings
1) Excludes $211.5m of cash raised in Q1’17 through a debt offering used to fund the Polaris acquisition

10


https://www.sec.gov/Archives/edgar/data/1073429/000114420408015105/v106348_10-k.htm

Evidence of Financial Struggles

Proprietary and Confidential —May Not Be Distributed or Copied Without Spruce Point Capital Management, LLC Consent
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On the surface, and taking management’s headline numbers, everything looks great. But, cash flow is stalling out, while USCR’s
dependency on “adjustments” to engineer earnings growth rise. Q1’2018 results are showing significant strain

Sales $517.2 $598.2 $703.7 $974.7 $1,168.2 $1,336.0 $1,364.7
% growth 20.8% 15.7% 17.6% 38.5% 19.8% 14.4% § 11.7%

Adj EBITDA $25.2 $48.3 $77.8 $131.9 $159.8 $192.3 $187.2
% margin 4.9% 8.1% 11.0% 13.5% 13.7% 14.4% § 13.7%

Adj EPS $0.15 $1.19 $2.25 $2.57 $2.86 $2.98 $2.48
% growth NM 693% 89.1% 14.2% 11.3% 4.2% & -20.0%

Operating Cash Flow Stalling Out... ...While Dependency on “Add-Backs” Rising

$ IR Three Month: Twelve Month:
$140.0 Endsd Decamber 31. Ended December 31,
2017 2016 2017 2016
$1 20.0 Adjusted Net Income from Continuing Operations per Diluted Share Reconciliation
Net income (loss) attributable to U.S. Concrete per diluted share § (019 § (101 § 153 § 055
$1w.0 Add: Net income attributable to non-controlling interest 0.01 — 0.01 —
Add: Less from discontinued operations, net of taxes per diluted share 0.01 0.01 0.04 0.04
Add: Income tax expense (benefit) per diluted share (0.52) 0.45 0.75 1.30
$80 0 Income (loss) from continuing operations before income taxes per diluted share (0.69) (0.5-5) 2.32 1.89
N Add: Impact of derivative loss — 161 0.05 123
Add: Impact of loss on extinguishment of debt — — — 074
Add: Impact of impairment of goodwill and other assets 034 — 037 —
$60.0 Add: Impact of purchase accounting ad|ustments for Inventory 008 — 0.08 —
Add: Impact of foreign currency losses resulting from Polaris acquisition 0.12 — 012 —
Add: Impact of humicane-related losses 0.1 — 0.18 —
$40.0 Add: Impact of quarry dredge costs for specific event 0.07 — 0.20 —
Add: Impact of non-cash stock compensation expense 0.1 0.09 0.50 0.44
Add: Impact of acquisition-related professional fees 032 0.01 061 014
520.0 Add: Impact of officer transition expenses 0.01 — 0.05 —
Add: Impact of non-cash change in value of contingent consideration 0.36 0.18 0.47 0.32
Adjusted income from continuing operations before income taxes 0.83 138 495 478
$0 0 Less' Normalized income tax expensel’) 033 054 198 190
J Adjusted Net Income from Continuing Operations per Diluted Share (non-GAAP)2! § 050 5 082 5 298 § 286
2012 2013 2014 2015 2016 2017 LT™M
3/31/18
- 2012 2013 m 2015 2016 2017
B Annual Operating Cash Flow M Annual Capex
B Annual Payments for Other Financing Total Capex (inc Capital Leases) Adi #tOf t 3 6 5 5 5 11
justments

12
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USCR’s former CFO outlined expectations for continued EBITDA to Free Cash Flow expectations of 60% in late
Oct 2016. Ever since making that forecast, USCR has fallen increasingly short of target. Tusa’s resignation was
announced just months later in March 2017

Jody Tusa (former CFO) Q3’16 Earnings Call: "Yes, and Scott, so let’s go back
to 2015, you saw that we had about a 60% conversion rate of EBITDA to free
cash flow* and through what you have seen this year particularly for this quarter
we are in line with that performance. So | will say the expectation moving
forward around free cash flow generation to EBITDA will we continue to be
at that 60% level, | think we will be close.”

$in mm
$250.0 70.0%
60.0%
$200.0
50.0%
$150.0 40.0%
$100.0 30.0%
20.0%
$50.0
10.0%
$0.0 0.0%
2012 2013 2014 2015 2016 2017 LTM
3/31/18

s Free Cash Flow mmm Adj EBITDA —&— Free Cash Flow (% of Adj. EBITDA)

Source: USCR financial results

13


https://seekingalpha.com/article/4018968-u-s-concretes-uscr-ceo-bill-sandbrook-q3-2016-results-earnings-call-transcript?part=single
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To keep perpetuating its growth story, USCR is growing more and more dependent on larger acquisitions and
leverage to fuel its growth. What’s scary is that its current Net Debt / Adj EBITDA of 3.8x exceeds pre-crisis levels.

...While Dependency on Large Acquisitions Rising ... Debt Rising Back To Pre-Crisis Levels
i $in mm
:'" = USCR’s Leverage Pre-Financial Crisis
800.0
$350.0 5.0x
$700.0 $300.0 $294.4 :.zx
g .0X
$250.0 N
3.0x
200.0 3
SRR 2 $160.3 S =
$150.0 NS
$500.0 $100.0 1.5x
1.0
$50.0 p 51
$400.0 $0.0 o
2004 2005 2006
USCR’s Current Leverage
$300.0 $800.0 5.0x
$719.1

$700.0 $670.7 4.5x

4.0
R $600.0 3
3.5x

$100.0 2P 3.0x
: $400.0 e
$ | N | $300.0 $2917 2.0x
8 1.5x
$183.5 3
2012 2013 2014 2015 2016 2017 Q1'18 $200.0 SN SN
e 3 N $100.0 | $54.1 Y SN
B Annual Acquisitions B Cumulative Acquisitions I

$0.0 N 0.0x

2012 2013 2014 2015 2016 2017 3/31/2018

mmm Net Debt  —#—Net Debt/Adj EBITDA (RHS)

14



SPRUCE POINT Growing Dependency On Shady Acquisitions

Expansion

4/2/15
Ferrara Bros /2/ o e

Expansion

8/16/16
Jenna Concrete /16/ into NYC

Aggregate
reserves to
Polaris Materials 11/17/17 vertically
integrate near
San Fran, CA

$94.2m (1) 1.5x
N/A N/A
S287m 5.0x

NM

N/A

115x

1) Including up to $35m of equity incentive awards upon EBITA achievements over 4yrs starting in 2017

Separately filed financial statements show zero sales growth
from 2014 to 2015, declining gross margins of 400bps YoY,
and negative $1.5m of EBITDA. The multiple paid of 1.5x
sales compared with 0.8x for USCR at the time

Allegations many years ago of ties to organized crime

Jenna is run by a former organized crime conspirer: NY State
records show Jenna Concrete Corporation’s CEO is Carmine
Valente (source) Valente Industries was a ready-mix

concrete company in NYC. The company was shut down in
1993 after a mafia defector claimed that it was conspiring
with two mafia families in exchange for union protection.
Carmine Valente was a VP at the company at the time. Soon
after Valente Industries was shut down, Carmine Valente
started a new company that did the same thing —Jenna
Concrete, which USCR just acquired

Outbid Vulcan Materials in 2017 by 22% (a company 4x its
size) for Polaris, a microcap Canadian listed aggregates

company with a thin financial profile (9% gross margin)
Will not disclose any financial guidance expectations or
synergies related to the acquisition

CEMEX, a material customer, had announced a termination
of its alliance with Polaris prior to acquisition

15


http://investorrelations.us-concrete.com/releasedetail.cfm?releaseid=904656
https://www.sec.gov/Archives/edgar/data/1073429/000107342915000122/ex991auditedyear-endfinanc.htm
https://www.nytimes.com/1994/09/23/nyregion/mob-allegation-clouds-new-york-concrete-deal.html
http://investorrelations.us-concrete.com/releasedetail.cfm?releaseid=983991
https://appext20.dos.ny.gov/corp_public/CORPSEARCH.ENTITY_INFORMATION?p_token=20EA92EF98693D74711E2F9E168EEE7469DCEE36223199016791393EE48BCB56735E1E0173BAE06F&p_nameid=4042826AA4A2F41A&p_corpid=4302A6809FD5EB44&p_captcha=10095&p_captcha_check=20EA92EF98693D74711E2F9E168EEE7469DCEE36223199016791393EE48BCB562D8E858C1AB7338C&p_entity_name=Jenna Concrete &p_name_type=A&p_search_type=BEGINS&p_srch_results_page=0
http://www.nydailynews.com/archives/news/tainted-firm-2-4m-ta-contract-article-1.703382
https://www.prnewswire.com/news-releases/us-concrete-completes-acquisition-of-polaris-materials-corporation-300558370.html
https://www.worldcement.com/the-americas/02102017/us-concrete-outbids-vulcan-to-win-polaris/
http://www.polarismaterials.com/news/release?id=1154
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USCR just started providing some data to allow for an analysis of its underlying organic growth rate. We find
that underlying volume growth has essentially averaged zero, after adjusting for price increases, which are
primarily a function of rising input costs

Figures in $mm

Reported Current and Last Current Year’s Total Reported = (D-E)
: P Year Acquired Acquired Organic : P Implied USCR
Fiscal Year Revenue : : Price Increase :
(A) Revenue Contrib. | Revenue Contrib. Growth (E) Organic Volume
(B) (€) (D) Growth
2017 $1,336 $178 = 6.0% 3.5% 2.5%
2016 51,168 S274 S76 6.0% 5.1% 1.0%
2015 $975 $233 $132 8.0% 11.8% -3.8%
2014 $704 - S17 - - -
Last Three Year Average: 6.7% 6.8% -0.1%

Note: Organic Growth (D) calculated as (A-B) / (Prior Year A — C)-1
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It is easy to see USCR’s organic struggles more carefully when dissecting both realized pricing and volume. Average
ready-mixed concrete price increases peaked in 2015, and grew by just 2% in Q1’18 — a multi-year low. This suggests
that supply is quickly catching up to demand. USCR also reports total ready mix volumes annually in its 10-K along with
total trucks. By calculating average trucks during the year, we find that volumes per truck are also in modest decline. (1)

14.0%
11.8%
12.0%
10.0%
8.0%
6.6% 6.6% Annual
Average
oz 5.1%
4.0% | 3.3% 3.5%
2 0%
2.0%
0.0%
2012 2013 2014 2015 2016 2017 Ql'i8

1) USCR has continued disclosure that each truck can haul a stable amount of
tonnage (mixers: 20 / volumetric: 16)

Average Ready Mix Realized Pricing

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

Product Volume Per Truck In General Decline

6500
6000
R \/
5000

4500

Volume Sales (CYD) / Truck

4000

3500
2012 2013 2014 2015 2016 2017

e===YE Trucks == Average Trucks === Year Start Trucks

_ 2012 2013 2014 2015 2016 2017

Trucks 1,179 1,479 1,665 1,770

Ready-mix volumes

el 4.8 5.2 5.7 7.0 8.1 9.0
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We’ve reconstructed a bridge of vehicle, truck and plants reported by USCR
Truck and vehicle growth are averaging just 1.9% over the last three years, falling short of the Company’s target of
mid to high single digit organic growth

CEO Sandbrook (Q1’17): “We believe that our platform will continue to deliver consistent results for the balance of the year
with high single-digit growth in ready-mixed concrete organic volumes for the full year of 2017

Truck and Vehicle Bridge Suggests Just 1.9% Plant Bridge Also Suggests Limited /

Growth In the Past Three Years

No Organic Growth
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Source: USCR Annual Reports and Press Releases
*2014’s 130 truck increase may be slightly overstated as trucks in acquisitions
weren't fully disclosed 19


https://seekingalpha.com/article/4070275-us-concretes-uscr-ceo-william-sandbrook-q1-2017-results-earnings-call-transcript?part=single
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Based on our review of management’s discussions of organic growth and volume, it is our opinion that it only
selectively discloses periods when growth is favorable

Green = Quarters Disclosed Organic Volume Growth Green = Quarters YoY Volume Growth Disclosed

12.0% 5%
10.0% 40%
H o
S 8.0% 35%
(o]
Q 6.0% 30%
&
(%D 4.0% 25%
o]
% 2.0% 20%
S l
r—‘; 0.0% | — 15%
(&)
§ -2.0% 10%
-4.0% 5%
-6.0% o
R S B e N A N Q115 Q215 Q315 Q4 15 Q1 16 Q2 16 Q3 16 Q4 16 Q1 17 Q2 17 Q3 17 Q4 17

Note: Same chart on left, but based on just looking at total volume growth. We note
that this graph is slightly less accurate as it does not differentiate between organic
growth and growth through acquisitions, although we can still identify the general
trend that management prefers not to disclose organic volume growth when it is low
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A few years ago USCR switched its goodwill impairment measurement test from a weighted test of DCF, EBITDA, and revenue
to just testing DCF and EBITDA, not revenue. Revenue is the only metric difficult to manipulate, and would reflect USCR’s
negative true organic volume growth rates. By excluding revenues as an impairment indicator, we believe that USCR is
acknowledging that there is an organic growth problem with acquisitions, and is even possibly forestalling a goodwill
impairment down the road. CECO Environmental, the last company Spruce Point identified that changed is goodwill impairment
testing methodology, ultimately took a crippling impairment and cut its dividend (1)

Historical Goodwill Impairment Testing Included A Multiple of Revenue

Goodwill: We record as goodwill the amount by which the total purchase price we pay in our acquisition transactions exceeds our estimated fair value of
the identifiable net assets we acquire. We test goodwill for impairment on an annual basis, or more often if events or circumstances indicate that there may
be impairment. We generally test for goodwill impairment in the fourth quarter of each year, using a two-step process, which requires us to make certain
judgments and assumptions in our calculations. The first step of the process involves estimating the fair value of our reporting units and comparing the
result to the reporting unit's carrying value. We estimate fair value using an equally weighted combination of discounted cash flows and multiples
of revenue and EBITDA.

Source: 2014 Annual Report

Current Goodwill Impairment Testing Removes Revenue Multiple

Goodwill: We record as goodwill the amount by which the total purchase price we pay in our acquisition transactions exceeds our estimated fair value of
the identifiable net assets we acquire. We test goodwill for impairment on an annual basis, or more often if events or circumstances indicate that there may
be impairment. We generally test for goodwill impairment in the fourth quarter of each year, using a two-step process, which requires us to make certain
judgments and assumptions in our calculations. The first step of the process involves estimating the fair value of our reporting units and comparing the
result to the reporting unit's carrying value. We estimate fair value using an equally weighted combination of discounted cash flows and multiples
of invested capital to EBITDA.

Source: 2015 to Current Annual Report

1) Spruce Point CECO Report and subsequent goodwill impairment
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https://www.sec.gov/Archives/edgar/data/1073429/000107342915000025/a123114-10k.htm
https://www.sec.gov/Archives/edgar/data/1073429/000107342916000322/a123115-10k.htm
http://www.sprucepointcap.com/ceco-environmental-corp/
https://www.cecoenviro.com/press-releases/ceco-environmental-corp.-reports-fourth-quarter-2016-results
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Many of USCR’s competitors have ready-mix amongst a larger portfolio of businesses, thus making precise
comparisons difficult. However, Martin Marietta and Vulcan Materials, both larger and more vertically integrated
operators, each report gross margins meaningfully lower than USCR’s consistent margins in the range of 21%.

Also, the fact that USCR has virtually no volatility in annual gross margins as a commodity product producer should

be viewed as a major red flag.

25.0%
21.1% 21.0% 21.0% No Volatility For
3 Years In
R Reported Gross
Margins A Major
o Red Flag For A
. Commodity
Producer
10.0%
5.0%
0.0%

2015 2016 2017

B Martin Marietta (1) ™ Vulcan Materials B US Concrete

1) Vulcan and USCR excludes depreciation, depletion and amortization expenses. We believe Martin Marietta excludes DD&A in
its gross profit reporting as it does not discuss its impact on this metric
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With no gross margin volatility, EBITDA margins consistently expand. USCR has offered an identical boilerplate
explanation that it is related to volume, pricing, and efficiencies, up until recently. We will explore how aggressive use
of capital leases likely explain some of the EBITDA margin expansion.

USCR’s Margin Expansion Coincides With Capital Lease Explanation of Margin Expansion Impact of
Program. Adj EBITDA Margin Diverging From GAAP EBIT (Contraction) From p. o
> Acquisitions
USCR’s Annual Report
EBITDA Margins Still Rising, While Capital Increased revenue from both higher volume and
Lease Program Accelerates And USCR 2012 higher pricing resulted in increased efficiencies =
16.0% Starts Discussing Issues in 2017 that led to improvements

Increased revenue from both higher volume and
2013 higher pricing resulted in increased efficiencies --
that led to improvements

14.0%

Largest EBITDA
12.0% Margin Expansion

When Capital Lease | 11.0% Increased ready-mixed concrete revenue driven by

Program Starts 2014 higher volume and pricing resulted in efficiencies $0.8m
10.0% that led to improvements
8.1% Increased ready-mixed concrete revenue driven by
8.0% higher volume and pricing resulted in efficiencies
2015 . L. $12.5
-5% that led to improvements in income from
6'0% o w
3 S4m attributable to
4.0% 2016  NONE 2016 and 2015
acquisitions
Decreased “reflecting higher SG&A and DD&A
2.0% g' . : $7.9m related to
5% expenses, as well as higher self-insurance reserves
2017 . , . . 2017 and 2016
0.0% for certain workers’ compensation and automobile .
Qi _ . . ) acquisitions
2012 2013 2014 2015 2016 2017 LT™M W

3/31/18

B USCR Promoted Adj EBITDA B GAAP EBIT 22


https://www.sec.gov/Archives/edgar/data/1073429/000107342913000040/a123112-10k.htm
https://www.sec.gov/Archives/edgar/data/1073429/000107342914000020/a123113-10k1.htm
https://www.sec.gov/Archives/edgar/data/1073429/000107342915000025/a123114-10k.htm
https://www.sec.gov/Archives/edgar/data/1073429/000107342916000367/a123115-10ka.htm
https://www.sec.gov/Archives/edgar/data/1073429/000107342917000022/a123116-10k.htm
https://www.sec.gov/Archives/edgar/data/1073429/000107342918000048/a123117-10kdraft.htm
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Before we investigate USCR’s capital leasing use, we outline the effects of the choice on the key financial
statements. Capital leases have the main effect of inflating EBITDA and Free Cash Flow, two key measures
investors used to value USCR. More importantly, management’s bonus is tied heavily to EBITDA.

Financial Statement Operating Lease Capital Lease

Reported as rent expense, a cash Lease payments bifurcated between
Income Statement item that reduces depreciation and interest expense, neither
EBIT, EBITDA, EPS of which impact EBITDA. Reduces EPS

Repayments flowing through financing
section of the cash flow statement, which
overstates operating and free cash flow

Reduces operating and

Cash Flow Statement
free cash flow

Balance Sheet o a6 Ass'ets increase through PP8_¢E, liability
increases through financial debt
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Spruce Point believes that investors need to pay careful attention to USCR’s capital expenditure (capex)
program. In 2017 for the first time, USCR gave hard capex guidance, which explicitly stated it included capital
leases. USCR is becoming increasingly dependent on capital leases (>50% of total capex for the first time in
2017) and has missed its capex forecast every single time.

Capex (Investing) (a) $8.0 $20.0 $32.5 $24.9 $40.4 S42.7
% of Total 100% 63% 75% 52% 57% 48%

% of Sales 1.5% 3.3% 4.6% 2.6% 3.5% 3.2%
Capital Leases (b) SO $11.9 S$11.1 $23.4 $30.7 $46.2
% of Total 0% 37% 25% 48% 43% 52%

% of Sales 0% 2.0% 1.6% 2.4% 2.6% 3.5%
Total Capex (c) $8.0 $31.9 $43.6 $48.3 S$71.1 $89.0

% of Sales 1.5% 5.3% 6.2% 5.0% 6.1% 6.7%

Targeting long-

. R (G 4.0%-4.5% of sales SGO i $:65m .
Capex Guidance run-rate -- et -- (explicitly including
4% of sales E— capital leases)
(conf. call)
Very Bad Bad
Accuracy of Forecast Running 2%-3% 50-100bps Sf;t_rse;g::yh?;:er
Higher Higher

a) Disclosed through the cash flow from investing section
b) Disclosed at the bottom of USCR’s cash flow statement as a supplemental disclosure
c) Totalcapex=a+b


https://seekingalpha.com/article/1255961-u-s-concrete-management-discusses-q4-2012-results-earnings-call-transcript?part=single
https://seekingalpha.com/article/2653415-u-s-concretes-uscr-ceo-william-sandbrook-on-q3-2014-results-earnings-call-transcript?part=single
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Daimler (promissory)

$6.2 $7.4 $11.7
fio % VA v
3.02-3.23% 2.99-3.23% 2.50-3.18%

Rates Syr i o
Tenor Y v Yy
Capital One $5.0 $5.0
Aggregate Amt.
Utilization 35.0 55.0
Rates 4.31-4.54% 4.31-4.54%
Tenor ST Syr NO Longer
GE Commercial -
Aggregate Amt 35.0 $5.0 DISC|OSEd

. ’ S0.8 $2.1
Utilization 4.80% 4.15-4.80%
Rates Syr i
Tenor v v
SunTrust §15
Aggregate Amt. N/A
Utilization == 3,758
Rates Sur
Tenor v

“Leasing Arrangements”

. » » $20.2 $37.9 $53.3
g:tt:‘ta"d'"g 2.6-4.8% 0.01-5.24% 0.01-4.59%
Term 4-5yr 2-5yr 2-7yr
“Promissory Notes” $19.9 $31.9
g:tt:ta"d'”g - - 2.5-4.86% 2.5-4.59%
Term less than 1-5yr less than 1-5yr

Portfolio Metrics
Weighted Average Rate 3.83% 3.49% 3.07% 3.11% 3.31%
Avg Fleet Age (yrs) 1 1 10 9 3
Volumetric
Mixer - & & - 9
;5::‘:' i 12 15-20 15-20 10-15 10-15
- 7-9 7-9 8-12 8-12

Volumetric 27
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USCR appears to be using highly aggressive assumptions for the useful lives of its mixer and volumetric truck

assets at 6 - 12 years (likely closer to the high end of the range based on other 10-K discussions). Based on
comparative company disclosures, we believe the appropriate assumption is closer to 6 years. We estimate by
depreciating trucks too slowly, USCR is understating depreciation by approximately $12.5 million, thereby
benefiting EPS by $0.51 cents (1)

Compan Useful Lives For Depreciation Purposes on
pany Transportation Equipment Assets

Summit Materials 5 -8 years

Monarch Concrete 3 -7 years

Ferrara Brothers 3 -5 years
Cemex 10 years (up from 7 years)

Average At Midpoint (2): 5.6 years

1 - 12 years (current)
6 — 12 years (2012)

US Concrete

Asset Life Disclosure in the Operations Section of USCR’s Annual Report

Drum Mixer 12 yrs. 15-20 yrs. 15-20 yrs. 10-15yrs. 10-15 yrs. 12 yrs.

Volumetric - 7-9 yrs. 7-9 yrs. 8-12 yrs. 8-12 yrs. --

1) In 2017, 25% of gross PP&E are vehicle assets. USCR reported $47.1m of depreciation and depletion expense. Therefore, we estimate $12.5m of depreciation expense associated
with vehicles. A 50% reduction in estimated useful life would double depreciation expense. Assumes effective tax rate of 32% and 16.6m diluted shares outstanding.
2) Uses CEMEX less aggressive old assumption
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https://www.sec.gov/Archives/edgar/data/1571371/000155837018000708/sum-20171230x10k.htm
http://www.monarchcement.com/Assets/PDFs/SEC Filings/2017/2016 Annual Report.pdf
https://www.sec.gov/Archives/edgar/data/1073429/000107342915000122/ex991auditedyear-endfinanc.htm
https://www.sec.gov/Archives/edgar/data/1076378/000119312518070677/d467208dex992.htm
https://www.sec.gov/Archives/edgar/data/1073429/000107342918000048/a123117-10kdraft.htm
https://www.sec.gov/Archives/edgar/data/1073429/000114036112015554/form10k.htm
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USCR'’s vehicle property account has increased at nearly 5x the rate of its underlying vehicle count. The delta cannot
be explained by inflationary forces driving up the cost of mixer trucks. USCR has maintained throughout its annual
reports a constant cost of truck prices in the range of $160 - $225k and $220 - $250k for new drum and volumetric
mixers, though we believe many are acquired used. The mix of trucks to rolling stock has also held fairly constant

600% Cumulative Growth Vehicle PP&E vs. Vehicles
+498%
500%
400%
300%
200%
0
100% +97'6
+45%
0%
2012 2013 2014 2015 2016 2017

e \/ehicle PP&E

Vehicle PP&E (gross) $36.1 $48.5 $80.0 $117.4 $168.7 $215.8
Total Trucks

Total Trucks Total Rolling Stock

(Mixer/Volumetric) 900 940 1,179 1,479 1,665 1,770
Rolling Stock 1,000 1,000 1,150 1,325 1,440 1,450
Trucks/Stock Mix 47% / 53% 48% / 52% 51% / 49% 53% / 47% 54% / 46% 55% / 45%
Cost of New Mixer Truck $160-$225k $160-$225k $160-$225k $160-$225k $160-$225k $160-$225k
Cost of New Volumetric Truck - -- $220-$250k $220-5250k $220-5250k $220-$250k
Gross PP&E / Keeps
Total Trucks + Rolling $19,000 $25,005 $34,350 $41,886 $54,347 $67,003 Rising
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There is additional evidence of extreme overcapitalization of costs. We analyze the annual capex reporting as a
percent of its Gross P&E relative to a diversified set of aggregate and building material peers and find USCR to be a
significant outlier when adjusted for capital leases. For the few peers that report vehicle PP&E and capital leases in

PP&E, we also find USCR to be an outlier

Annual Capex as a % of Gross PPE Vehicle PP&E Comparison
3 Year Summit
Company 2017 i S.
_ﬂ“- Materials SiSSCOREHEtE
U.S. Concrete / USCR 13.8% 15.0% 13.1% (1) 13.9% _
Adjusted for Capital Leases  7.1% 8.5% 5.2% 7.0% Gross Vehicle PP&E $47.3 $215.7
) ol . . . . Vehicle Trucks 1,000 1,770
Summit Materials / SUM 5.4% 7.9% 8.6% 7.3% inc. rolling stock N/A 2,770
PP&E / Vehicle $47,270 $121,893
Eagle Materials / EXP 9.1% 7.1% 3.7% 6.7% inc. rolling stock N/A $77,888
Note: USCR and Summit both have rolling stock assets; however, Summit
Martin Marietta / MLM 5.7% 6.3% 6.3% 6.1% does not disclose the exact number of rolling stock units that it has
Capital Lease Usage Comparison
Vulcan Materials / VMC 4.4% 4.8% 5.8% 5.0% AR T u.s. Summit Martin
Concrete Material | Marietta
Cemex / CX 2.8% 1.4% 3.5% 2.6% Gross Capital
Leases in PP&E D072 sl e
LafargeHolcim / LHN SW 6.0% 5.7% 5.0% 5.6% Gross PP&E S814.4 $2,247 $1,546
Source: Company filings. % Cap Leases 9.5% 2.3% 1.9%
Note: Competitors do not clearly detail capex related to capital leases; therefore, it is difficult to adjust the results Equip. and Machinery
for peers that do use capital leases with moderate intensity (Summit/ Martin Marietta noted in the table to the right) Description mixer trucks TN .
1) As of 9/30/17 before the acquisition completion of Polaris bUIldIng and equip. 1

0



SPRUCE PoOINT

. CAPITAL MANAGEMENT

Accounting Problems Not Uncommon With
Fleet And Trucking Companies

Celadon Group (CGl)

Road Runner
Transportation
(RRTS)

Heartland Express
(HTLD)

2009 - 2011

Commence Nov 2016
Including restatement of

Errors in Lease Accounting: Determined that its previous method of accounting for certain
equipment leases as operating leases was not in accordance with GAAP. The Company has
restated most of its revenue equipment operating leases as capital leases based upon
certain provisions included in the lease agreements.

Material weaknesses identified “including the increased size and complexity arising from
the acquisition of 25 non-public companies between February 2011 and September 2015”
“The Company identified and corrected errors related to its accounting for the lease
purchase guarantees it makes for its IC's that lease tractors from certain leasing
companies.”

“The Company identified and corrected errors related to its accounting for capitalized
improvements. Specifically, the Company capitalized certain repair and maintenance

2014 and 2015

Through 2017

expenses and other operating expenses that did not extend the useful life of the primary
asset. This resulted in an understatement of operating expenses in the period which this
occurred and an overstatement of depreciation expense in subsequent periods. Property
and equipment and accumulated depreciation and related other operating expenses and
depreciation expenses have been corrected in the restated consolidated financial
Identified a material weaknesses in our internal control over financial reporting due to
ineffective a) communication of objectives related to internal control, and b) development
and documentation of internal controls impacting financial statement accounts and general
controls over technology pertaining to user access and segregation of duties; and
ineffective assessment of changes that impact internal control, which contributed to
ineffective controls over the allocation of the purchase price for IDC to the assets acquired
and liabilities assumed

(July 2017) “Heartland’s purchase accounting remains ongoing and, depending on the
planned schedule for refreshing IDC's fleet, the carrying values of the physical assets could
be reduced versus the values previously recorded by IDC due to shorter useful lives”
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According to in Jan 2017, USCR is the confirmed subject of an undisclosed SEC
investigation. We also probed for more information, and found there are 8 boxes of records. In our experience and
opinion, that’s a tremendous amount of information being collected

T, UNITED STATES
?ﬁﬁ. -%‘ SECURITIES AND EXCHANGE COMMISSION
3 STATION PLACE
P m:ﬁ( 100 F STREET. NE

WASHINGTON, DC  20547-2485

office of FOIA Services
March 8, 2018

EE: Freedom of Informaticn Zct (FOIA), 5 U.S.C. § 552
Recuest No. 18-01085-FOIA

vear [

This letter is in reference to your reguest, dated February
14, 2018, for “any and all documents related to previous (and if
possible) congoing SEC investigations inteoc US Concrete” that
ccocurred anytime from January 1, 2010 through the present.

We will be unable to respond to your regquest within the
Freedom of Information Act's twenty day statutory time period,

asbere arc upusuzal circumsigpnces which dmpaci on our ghilif

to ickl rocess your reguest. Therefore, we are invoking the
Jﬁh&%ﬁﬁ circumstances are: (a) the nsed
to sesarch for and collect records from an organization
geographically separated from this office; (b) the potential
volume of records responsive to your request; and (c) the need
for consultation with one or more other ocffices having a
substantial interest in either the determination or the subject

matter of the records. For these reasons, we will process your
case consistent with the order in which we received your
request.

We have identified approximately nine boxes of records
concerning US Concrete that may be responsive to your reguest.
2 - p— - N - - = i
As such, you are not charged for search and review fees.

-

Since the records are voluminous, if reguested, we would
process them on our First-in, First-out (FIFO) track. Undex
3 U.5.C. § 552(b) (&) (D) (1) agencies may provide for multi-track
processing of requests for records bassed on the amcocunt of work
or time (or both) involved in processing reguests. The SEC's
regulation implementing multi-track processing is located at
17 CEFR § 200.80(d) (5).
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James C. Lewis 10/1/10 3/27/12
William Brown 8/7/12 7/29/15
Joe Tusa, Jr
/ 1/8/1 14/17
CFO and Chief Accountant 8i1b 31417
Kevin Kohutek
2/28/17 3/19/18
Chief Accounting Officer 2/28/17 /19/
John E. Kunz 9/8/17 as CFO »
CFO and Chief Accountant 3/9/18 as Chief Accountant
PwC May 2002 March 2012
Grant Thornton March 2012 March 2017
Ernest and Young March 21, 2017 -
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http://investorrelations.us-concrete.com/releasedetail.cfm?releaseid=1018733
http://investorrelations.us-concrete.com/releasedetail.cfm?ReleaseID=1039639
https://www.sec.gov/Archives/edgar/data/1073429/000107342918000072/form8-k20180308appointment.htm
https://www.sec.gov/Archives/edgar/data/1073429/000110262412000218/usconcrete8k.htm
https://www.sec.gov/Archives/edgar/data/1073429/000114036112017761/formdef14a.htm
https://www.sec.gov/Archives/edgar/data/1073429/000119312517094493/d178017d8k.htm
https://www.sec.gov/Archives/edgar/data/1073429/000119312517094493/d178017d8k.htm

CEO Promotes His Company, But With A
Lt N Guilty Pleg

SPRUCE PoOINT

COUNTY COURT, BOULDER COUNTY - LONGMONT, COLORADO
Court Address:
1035 Kimbark Street

Longmont, CO 80501
Phone Number:  720-564-2522

" COURT USE ONLY *
_ Case Number:  2005T 001604

The People of the State of Colorado

VS,

SANDBROOK, WILLIAM J Division; 11 oy :

} ! i USCR) ZE
: —SENTENCEORDER RO vy EPS: $0.50 VS $0.82 LAST YEAR
88Le|:‘tdant: SANDBROOK, WILLIAM J Date of %lll'algs Plg'ﬂ/i19"1957 Finding EQUITY MARKETS.  S°X 267525 HDX 67 i e AUT1507.13
1 42:4:1401 - Reckless Driving T2 Plea of Guilty Guilty : , 3
ASSESSED FINES £ COSTS Source: TD Network — Mar 1, 2018
Count # 1
Traffic Fine $100.00
Victims Assistance Fund $74.00
Victim Compensation Fund $25.00
Family Friendly Surcharge $1.00
Court Costs - T, M, CR $21.00
TOTAL $221.00
Other Conditions of Sentence:
LEVEL 1 ALCH & COM SERVICE COMPLETED WLC

LUM, NOEL E fins 12/19/2005
‘Bfuygem%w Date

ANDBROOK, WILLIAM J 12/19/2005

efendant Date

A A ERLTTEes AAAAN CON o 0] Sl LA G L LD T OO D A LA 2R

Following this hearing you are to present this form to the Clerk's Office for |5)a91ment. Payment is due by the end
0! e

of business on your Gourt Date. Pursuantto §16-11-101.6, C.R.S., if the Defendant does not pay all amounts i MAD MONEY 5
assessed at the time of order, the Defendant shall pay an additional time payment fee. In addition, the . —
Defendant may be assessed a late penalty fee each time paymentis not received on or before the due date. USCR’s Infrastructure Projects In NY Include LaGuardia

Airnort & The Goethals. Tannan 7ee & Bavonne Bridoes
Source: Boulder County Court Source: Cramer Mad Money — Dec 2017



https://www.cnbc.com/video/2017/12/06/us-concrete-ceo-tax-reform-likely-to-spur-construction-in-texas.html
https://www.pscp.tv/TDANetwork/1kvJpWwdEEVGE

SPRUCE POINT

5 CAPITAL MANAGEMENT

Spruce Point is concerned that USCR’s audit committee lacks depth in the finance and accounting area.

The audit committee has had only 1 rotation of a member (Rob Rayner/2016) since embarking on its ambitious
acquisition strategy. The recent departure of Chairman Davis is a step in the right direction but leaves only two
current members on the committee.

Audit Committee Age /

: . Main Work Experience Concerns
Member Director Since : xper

Associated with numerous business failures: Oblebay
Norton, Rand Logistics, Euramax. Only one company
(Oglebay) was tied to aggregates mining and production
relevant to USCR’s business

Michael Lundin (Chair) 57 /2010 Operator

Worked at Holcim (now LafargeHolcim) as VP of Business
Development from 2003-07. In 2009, Holcim’s US
division, Aggregates Industries N.E., was investigated and
fined by the FBI for misappropriating its ready-mix
concrete product, including for selling product older than
90 minutes by diluting it with water, and for selling
leftover concrete from previous customers. This fraud
had allegedly occurred from 1996 through 2005, just two
years before Sutherland left as a VP of Holcim US.
Sutherland was not implicated.

Colin Sutherland 61 /2010 Lawyer

Has sat on over 20 public boards in the past two decades.
Strategist / Turnaround / At the time of his recent resignation, Davis sat on 5
Career Board Member different boards. He was appointed Chief Restructuring
Officer at KaloBios in wake of Martin Shkreli’s arrest

Eugene Davis 62 /2010
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https://archives.fbi.gov/archives/boston/press-releases/2009/bs080409.htm
http://investorrelations.us-concrete.com/releasedetail.cfm?releaseid=1041066
https://www.reuters.com/article/kalobios-bankruptcy/kalobios-pharmaceuticals-files-for-bankruptcy-in-wake-of-shkreli-arrest-idUSL1N14J0G420151230

. SPRUCE POINT

CAPITAL MANAGEMENT

Our concerns about Adj. EBITDA quality are amplified by the fact that management is heavily compensated on hitting seemingly
arbitrary and inflated Adj. EBITDA targets. The compensation committee may have finally caught on to USCR’s games, as
evidenced by its recent decision to adjust EBITDA for acquisitions in 2016. As a result, management failed for the first time in
recent years to hit 100% of its targeted payout. Management compensation recently hit a high of 11.2% of GAAP EBIT, a figure
on par with other poorly run companies Spruce Point has targeted in the past.

Did USCR’s Board Finally Catch On To Management’s Adjusted EBITDA Inflation Scheme?

Performance Metric Selected: Our Compensation Committee periodically reviews the appropriateness of the performance measures used in our
incentive plans (including the 2016 Plan), the degree of difficulty in achieving the targets based on these measures, as well as certain strategic and
nonfinancial objective criteria. In 2016, the Compensation Committee again selected Total Adjusted EBITDA as the performance measure used for
determining whether bonuses would be paid under the 2016 Plan. The Compensation Committee also reviewed the target level of Total Adjusted EBITDA
under the 2016 Plan and adjusted it as appropriate to account for strategic acquisitions throughout 2016. Source: 2017 Proxy Statement

Performance Metric Selected: Our Compensation Committee periodically reviews the appropriateness of the performance measures used in our
incentive plans (including the 2015 Plan), the degree of difficulty in achieving the targets based on these measures, as well as certain strategic and
nonfinancial objective criteria. In 2015, the Compensation Committee again selected Company Adjusted EBITDA as the performance measure used for
determining whether bonuses would be paid under the 2015 Plan Source: 2016 Proxy Statement

: Targeted EBITDA % of Target Payout Total Insider Comp Insider Comp %
Received ($mm) e of EBIT
2017 20.6% ‘ 86.0% $8.8 $78.9 ‘ 11.2%

2016 37.7% 89.5% $7.0 $87.1 8.1%
2015 83.2% 112.0% $5.7 $75.4 7.5%
2014 28.0% 119.0% $4.6 $45.9 10.1%
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Insiders Are Motivated Sellers

Source: Bloomberg

12.0%

9.9% 10.0%
10.0%

8.6%
8.1%

8.0%

6.3%
5.8%

G 5.3%

4.0%

2.6%

2.0%

0.0%

2011 2012 2013 2014 2015 2016 2017

All Insiders CEO Sandbrook

Source: USCR Proxy Statements
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USCR is on its third auditor in the past few years. We see that its audit fees have started to rise in advance of the recent dismissal
of Grant Thornton. The Company’s most recent engagement partner is Brian Trimble according to the PCAOB, a Grant Thornton
audit partner based in Tulsa, Oklahoma despite the fact that U.S. Concrete is based right outside of Dallas, TX. (1) According to
public records, Mr Trimble started his career at the defunct auditor Arthur Andersen (which collapsed from the Enron scandal) and
later worked at Samson Resources Corp, which filed for bankruptcy (2)

$1,400
March 2017:
$1,200 $1133 $1,169 | Audit fees spiking
March 2012: ¢ before USCR
Dismisses PwC dismisses Grant
$1,000 as auditor Thornton as auditor
in 2017.
$800 $705 Appoints E&Y
652 $654 S Rt
$600 $552 $558
$400
$200
S0

2012 2013 2014 2015 2016 2017

B Audit Fee M Total Fees Paid To Auditor

Source: USCR Proxy Statements
1) PCAOB and public biography
2) Samson Files For Bankruptcy, WSJ 9/17/15 39



https://pcaobus.org/form-ap-filings/1212/1212
http://www.tulsaworld.com/business/businesspeople/financial-brian-trimble-grant-thornton-llp/article_de690fe1-0707-5cbc-970e-e30d3d2644cd.html
https://www.wsj.com/articles/samson-resources-files-for-bankruptcy-amid-oil-slump-1442492342
https://www.sec.gov/Archives/edgar/data/1073429/000110262412000218/usconcrete8k.htm
https://www.sec.gov/Archives/edgar/data/1073429/000119312517094493/d178017d8k.htm
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USCR’s newly appointed engagement partner at Ernst & Young recently came under administrative disciplinary action
for not being current with his continuing professional education requirements

Ralicized terms are defined in PCADE Rule 1001, except for the definition of “ather accounting firm™ which appears in the general instructions to Form AP.
The Firm miist 8 those definitions in completing the Form.

BEFORE THE OKLAHOMA ACCOUNTANCY BOAjR: PART lll - AUDIT CLIENT AND AUDIT REPORT

STATE OF OKLAHOMA FELED ITEM 3.1 - AUDIT REPORT

In the Matter of ) a. Provide the following information cancarning the issuer for which the Firm issued the audit report -
KEVIN LEROY GREENE, CPA, ) MOV o6 2017  ndieato by ek e ba ing to this itern, f the audit cent is an:
ificate No, 8236, ) IR e - Indicate, by checking % correspanding itamn, is an:
Acc
i ) OUNTANCY BOARI :ssumr, 0":' than :;‘\plﬂyu benefit pian of ™ Employee Benefit Plan ™ Investment Company

NISTRATI 2a. Central Index Key (CIK) number, if any

0001073429 Check here, if
The Oklahoma Accountancy Board (“Board™) the Respondent, Kevin Leroy Greene, C e

2b. Fund Series, if any

CPA (“Respondent™), do hereby agree, stipulate, and ¢ to the following facts, terms,
Series Identifisr Fund Nama
conditions, and order:
1. The Board has jurisdiction in this matter pursuant to the O| Accountancy Act,
3. The name of the issuer whose financial statements were audited
OKLA, STAT. tit. 59, § 15.1 ef seq. (“Act™), the Olkla inistrati
i § et seg. (“Act”), the thoma Administrative Proced , OKLA, s ¢ e
STAT. tit. 75, § 250 ef seq. (“APA™), and Title 10 of the Oklahoma Administrative Code '8 4. Dale of the audt report (mmiddiyyyy)
Rules™). anizols
2. Respandent has not requested and does not :eq'l.iest that any member of the Board 5. The end date of the most recent period's financial statements identified in the audit report (mmiddéyyyy)
121312017

disqualify from participating in this proceeding,

8. The name (that is, first and last name, all middle names and suffix, if any) of the engagement partner on the most recent period's

3. Respondent has requested and the Board has agreed and entered into this audit, hisher Partner ID, ang any other Partner (Ds hywﬁldl heishe has been idenified on a Form AF filed by a different registered
Administrative Consent Order in lieu of the Special Prosecutor for the Board filing a formal Family name (last name) Given nams (first name) Middla name <
complaint in this matter. (S Ll Leray

4. Board records indicate that Respondent is fifteen (15) hours short of meeting the Pﬂ:::;'ﬂ -
120-hour minimum Continuing Professional Education (“CPE”) requirement for the three-year Prevtoualy raporiad Pariner 1D{s)
period 2014 to 2016 and twenty (20) howrs short of ing the 20-hour mini annual CPE

il Aorthe 016 slomlar om. 7. The office of the Firm issuing the audit report
Country City State
United States Dallas Texas
Oklahoma CPA Search for Kevin Leroy Greene PCAOB Form AP
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Valuation and Price Target
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S CAPITAL MANAGEMENT

Not surprisingly, the majority of analysts are “Buy” on the stock, but have quietly been cutting their price
targets very recently. We expect a substantial re-rating lower in the share price once investors critically
analyze the findings of our research.

Analyst Recent Action Price Target

DA Davidson Down from $98 $95.00
SunTrust Buy $95.00

CJS Securities Market Perform $85.00
Morningstar Buy $85.00
Thompson Davis Initiation Dec 2017 Buy $85.00
Stifel Down from $88 Buy $84.00
Stephens Down from $90 Overweight $75.00
Average Price Target $86.29

% Implied Upside (1) +40%

1) Upside based on $61.20 share price
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Early investors in USCR’s emergence from bankruptcy have all bailed and don’t appear to have bought into

the Company’s growth by acquisition strategy. Spruce Point is concerned about the disturbing trend of
passive investing causing indiscriminate buying of USCR’s stock: witness Blackrock, Vanguard and BNY
Melon are now its largest shareholders

Share Ownership / General Ownership Trend
% of Total Past 2yrs

Asset Manager Orientation

USCR

Shaézhs‘;'der Blackrock 1.9M / 11.6% Index/Quant/ETF
Tod
ey BNY Melon 1.1M/ 6.6% Index or fundamental
Vanguard 0.9M /5.4% Index/Quant/ETF

Share Ownership / : :
Asset Manager % of Total Orientation
USCR

Shareholder Whippoorwill 4.6M/30.9% Distressed / Turnaround
] .
S, Mackay Shields 1.7M / 14.5% Fundamental Equity
Ago JPMorgan Chase 1.7M / 14.2% Fundamental Equity

In 2012
Whitebox Advisors 1.3M /9.9% Quant
Monarch Alternatives 1.9M / 6.0% Private / Distressed

Source: 2012 Proxy Statement
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https://www.sec.gov/Archives/edgar/data/1073429/000139077718000030/U.S._13G_Filing.txt
https://www.sec.gov/Archives/edgar/data/102909/000093247118003887/usconcreteinc.htm
https://www.sec.gov/Archives/edgar/data/1073429/000114036112017761/formdef14a.htm
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Current investors are paying a significant premium to the Company’s historical valuation — and that is on the
Company’s suspect adjusted metrics taking them at face value.
Spruce Point finds it difficult to justify USCR’s valuation in light of its suspect financial practices, low/no
organic growth, and struggling roll-up.

Enterprise Value / Revenues Enterprise Value / Adj EBITDA Price / Adj EPS

1.8x 12.0x 30.0x
1.6x 11.0x 28.0x /\
1.4x .
10.0x SRR
1.2x 24.0x
9.0x
1.0x -~ 22.0x
8.0x
0.8x / 20.0x
18.0x
0.6x 7.0x
N SN 16.0x
14.0x
0.2x 5.0x
12.0x
o 4.0x 10.0x
2012 2013 2014 2015 2016 2017 Curent 2012 2013 2014 2015 2016 2017 Curent 2013 2014 2015 2016 2017  Curent

Source: USCR Financial Statements
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On the surface, USCR doesn’t carry a commanding valuation on its highly adjusted metrics, but we’ve
illustrated our evidence to suggest overcapitalization of costs are enabling earnings overstatement

$ in millions except per share figures

Stock % of Ready '18E-'19E Enterprise Value Net
Price 52-wk Ent. Mix Sales EPS P/E EBITDA Sales Price/ Debt/ Dividend

Name (Ticker) 5/16/2018 High Value % of Sales Growth Growth 2018E 2019E 2018E 2019E 2018E 2019E Book 18E EBITDA Yield

North American
Vulcan Materials (VMC) $128.20 91% $19,738 10.0% 9.7% 23.5%  28.9x 23.4x 16.5x  14.0x 4.6x  4.2x 3.4x 2.3x 0.9%
Martin Marietta (MLM) $218.20 90% $15,399 24.0% 10.1% 23.3%  23.9x 19.4x 13.0x  11.3x 3.6x  3.3x 2.9x 1.4x 0.8%
Eagle Materials (EXP) $107.76 88% $5,818 11.4% 6.7% 15.9% 16.6x 14.3x 10.5x 9.4x 3.8x  3.5x 3.7x 1.0x 0.4%
Summit Materials (SUM) $29.47 87% $4,807 25.5% 8.6% 32.2%  20.6x 15.6x 9.6x 8.6x 24x  2.2x 2.6x 2.9x 0.0%
Max 25.5% 10.1% 32.2%  28.9x 23.4x 16.5x  14.0x 4.6x  4.2x 3.7x 2.9x 0.9%
Average 17.7% 8.8% 23.7%  22.5x 18.2x 12.4x  10.8x 3.6x  3.3x 3.2x 1.9x 0.5%
Min 10.0% 6.7% 15.9% 16.6x 14.3x 9.6x 8.6x 2.4x  2.2x 2.6x 1.0x 0.0%

Global

LafargeHolcim (LHN Sw) $53.08 88% $50,112 21.4% 5.1% 16.8%  15.4x 13.2x 8.2x 7.7x 1.8x 1.8x 1.0x 2.4x 3.8%
Heidelberg Cement (HEI Gr) $94.28 60% $29,046 29.0% 4.8% 15.7% 11.7x 10.1x 7.1x 6.6x 1.4x 1.3x 1.0x 2.5x 2.4%
Cemex (CX) $6.02 58% $21,008 39.1% 4.5% 20.0% 12.0x 10.0x 7.8x 7.1x 15x  1.4x 0.8x 4.0x 0.0%
Buzzi Unicem (BZU IM) $26.32 88% $5,163 36.0% 5.7% 16.8%  14.7x  12.6x 7.1x 6.5x 15x 1.4x 1.5x 1.1x 0.5%
Max 39.1% 5.7% 20.0% 15.4x 13.2x 8.2x 7.7x 1.8x 1.8x 1.5x 4.0x 3.8%
Average 31.4% 5.0% 17.3% 13.4x 11.5x 7.5x 7.0x 1.5x  1.5x 1.1x 2.5x 1.7%
Min 21.4% 4.5% 15.7% 11.7x 10.0x 7.1x 6.5x 14x  1.3x 0.8x 1.1x 0.0%
All Max 39.1% 10.1% 32.2%  28.9x 23.4x 16.5x  14.0x 4.6x  4.2x 3.7x 4.0x 3.8%
Global Average 24.6% 6.9% 20.5% 18.0x 14.8x 10.0x 8.9x 2.6x  2.4x 2.1x 2.2x 1.1%
Companies Min 10.0% 4.5% 15.7% 11.7x  10.0x 7.1x 6.5x 14x  1.3x 0.8x 1.0x 0.0%
US Concrete (USCR) $61.20 71% $1,770 89.9% 9.5% 34.6% 14.4x 10.7x 7.8x 6.7x 1.2x 1.1x 3.4x 3.2x 0.0%

Source: Company filings, Wall St estimates.
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P/E vs. Sales Growth

35.0x
25.0
30.0x Vi/IC X VMC
° MLM
25.0x . 20.0x 3
SUM" MLM N : SUM If On Trend, USCR
E 20.0x ° = S 3 . BZU Would Be Worthless
w LHN 3 & EXp ® e
@« USCR ) . B LHN USCR
= 15.0x o
S Pro CX N 10.0x > N
Forma ° USCR HEI cx
10.0x Organic HEI
Growth 5.0x
5.0x /
0.0x

0.0x 0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0%

2018E Sales Growth

2018E EBITDA Margin LTM Free Cash Flow Margin

% of Sales Ready-Mix Concrete

40.0% 18.0%
35.8% o
35.0% 16.0% 15.2%
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25.2%
25.0% Avetage Y: 12.0% 11.0%
‘U.
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Analysts have poorly forecasted USCR’s financial results, which we believe lowers their credibility in
valuing the Company. Estimates continue to contract.

S bn S mm

2018 1 Year Ago $1.51 $240.0 $4.85
6 Months Ago $1.53 $241.8 $4.50

3 Months Ago $1.49 $242.2 $5.61

1 Month Ago $1.52 $232.0 S4.71

Current $1.53 t $227.5 $4.25

2019 1 Year Ago - - $5.11
6 Months Ago - $270.5 $5.22

3 Months Ago $1.69 $275.2 $7.22

1 Month Ago $1.67 $267.5 $6.01

Current $1.67 $264.0 $5.79

Source: Bloomberg
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LR Shrce Point Estimates 60% — 90% Downside

$ in millions, except per share amounts

Free Cash Flow Multiple 20.0x 25.0x .
USCR’s free cash flow has been contracting for
ZOZIlEiItEeI;rer?s?\j:l:Low S8%$LOOO 5145%205 three years straight and now stands at $50.8m
Pll?S' Cash 436 6 $3:6 5 in the LTM 3/31 period. We expect this trend to
Plus: Mino.rit Interest $21.6 $21'6 continue as it is weighed down by dozens of
’ Less: Dth ($75E'; 8) (5755' 8) poorly integrated acquisitions and the burden
Dil S-hares 16 8 16 8 of $43m in annual interest expense. Analysts
Pr.ice—Tgt $6T.Osh SZm/sh forecast $84m of free cash flow in 2018 which
% Downside' (1) _éo% _6'0% we believe will sorely disappoint
. . USCR trades at an inflated 3.5x price to book
P;T;é:;‘::)rc::‘p;e $;'909X2 $;§59X2 value for a collection of underperforming assets
Less: Est. Overcapitalized PP&E ($60.0) - ($85.0) ($60.0) - ($85.0) that we estimate generate little to no organic
After Tax (2] ($44.4) - ($62.9) ($44.4) - (362.9) growth. We also believe the evidence suggests
Adjusted Book Value $254.8 - $236.3 $254.8 - $236.3 USCR overcapitalizes its vehicle asset by
Dil. Shares 16.8 16.8 approximately $60 to $85m. (3) Global peers
Price Target $15.20-14.10/sh  $22.75- $21.10/sh _ with higher quality assets and more
% Downside (1) 77% -66% diversification trade at an average of 2x book

value, but USCR should trade at a discount

(1) Downside based on $61.20/sh
(2) USCR'’s normalized effective tax rate per the company is 26%
(3) We use two different peer analysis:
a) We use Summit Materials gross vehicle PP&E of $47k multiplied by USCR’s 2,770 vehicles= $131m estimated vehicle PP&E. Compare with current vehicle PP&E of
$216m implies ~$85m of overcapitalization
b) Peers use an average of 2% of gross PP&E for capitalized leases which implies $17m of normalized leases for USCR. Compare with USCR’s gross capital leases of $77m
as of 12/31/17 which suggests approximately $60m of overcapitalization
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