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INTRODUCTION AND PURPOSE OF THIS REPORT

1. On April 7, 2010, Cow Harbour Construction Ltd. (“CHC” or the “Company”) filed and obtained
protection from its creditors under the Companies’ Creditors Arrangement Act (“CCAA”)

pursuant to an Order rendered by this Honourable Court (the “Initial Order™).

2. The Initial Order provides, inter alia, for the following:

a. No proceeding or enforcement process in any court or tribunal shall be commenced or
continued against or in respect of the Company or its property, or affecting the
Company’s business operations and activities until and including May 3, 2010 (the “Stay
Period”).

b. All persons having agreements with the Company for the supply of goods and services
must continue to provide goods and services in the normal course of business.

c. No person shall discontinue, fail to honour, alter, interfere with, repudiate, resiliate,
cancel, terminate or cease to perform any right, renewal right, contract, agreement,
license or permit in favour of or held by the Company, except with the written consent of
the Company and the Monitor, or with leave of the Court.

d. The appointment of Deloitte & Touche (“Deloitte™) as monitor of the Company under the
CCAA.

3. On April 29, 2010, the Court rendered a judgment extending the Initial Order and the Stay Period
until May 21, 2010.

4. On May 21,2010, the Court rendered a judgment extending the Initial Order and the Stay Period
until June 4, 2010,

5. On June 4, 2010, the Court rendered a judgment extending the Initial Order and the Stay Period
until July 6, 2010.

6. This Report (“Tenth Report”) covers:

a. Fleet requirement status;
b. Reconciliation of the equipment fleet;

c. Funds segregated in accordance with paragraph 10 of the Order dated May 21, 2010.
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In preparing this Report, the Monitor has relied upon unaudited interim financial information, the
Company’s records and discussions with management of the Company, and their financial and
legal advisors. While the Monitor has reviewed the information, some in draft format, submitted
in the abridged time available, the Monitor has not performed an audit or other verification of

such information.

Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian
dollars. Capitalized terms not defined in this Report are as defined in the previous reports of the

Monitor.

Copies of the Monitor’s Reports, including a copy of this Tenth Report, the motion record in this
CCAA Proceeding and further reports of the Monitor will be available on the Monitor’s website

at www.deloitte.com/ca/cowharbour. The Monitor has also established a toll free telephone

number that is referenced on the Monitor’s website so that parties may contact the Monitor if they

have questions with respect to the Company’s restructuring or the CCAA.

FLEET REQUIREMENT STATUS

10. Paragraph 15 of the Order made on May 21, 2010 required the Advisor to report to this

11.

12.

Honourable Court with respect to any equipment of CHC, which is not necessary or required in

CHC'’s business operations.

In the Chief Restructuring Advisor’s Second Report dated June 3, 2010, the Advisor reported to
this Honourable Court that he was not in a position to perform this analysis due to the lack of

support from CHC’s management.

At the Court hearing on June 4, 2010, the Monitor advised this Honourable Court that they could
perform this analysis with the support of CHC’s management and report on its findings to this
Honourable Court. Paragraph 9 of the Order made on June 4, 2010 required the Monitor to report
with respect to any equipment of CHC which is not necessary or required in CHC’s business

operations during the currency of the CCAA proceedings.
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Supporting information used to assess the fleet requirement status

13.

CHC has 268 pieces of heavy equipment, which consists primarily of haul trucks, shovels,

graders and excavators. This equipment is either owned or leased.

14. As mentioned by the Advisor in his Second Report dated June 3, 2010 and based on recent

15.

16.

discussions with the Monitor, even though the Company does not utilize its entire heavy
equipment fleet due to a reduced level of activity, CHC’s management considers that all of its

equipment is necessary for its ongoing operations for the following reasons:

a. Itisdifficult to determine which specific type of equipment will be rented by Syncrude
on a day-to-day basis, or to the extent that CHC’s overburden contract work at
Syncrude’s Aurora site will resume. Syncrude sporadically requests contracted services
and equipment rentals based on its ongoing needs and those demands could be made with

very short notice;

b. In case of break downs of a specific piece of equipment, CHC needs to be in a position to

readily have access to other equipment of the same category;

c. CHC is having discussions with Syncrude and other potential customers in order to
obtain new contracts. If CHC is successful, they will need to have access to additional

equipment on a short term basis.

In order to prepare the Amended Cash Flow (conservative scenario) attached to the Monitor’s
Eighth Report, CHC’s management had to prepare a conservative scenario based on the work
orders on hand at the end of May 2010. In order to establish the projected revenue for the period
ending on July 31, 2010, CHC’s management had to determine which specific pieces of

equipment were necessary in order to complete the work orders on hand.

While the Monitor appreciates the various concerns raised above by CHC’s management, the
objective of this report is to determine approximately how many pieces of equipment are
necessary in order to generate the forecasted revenues. This exercise will also allow the Monitor
to have a better understanding of the maintenance requirements and help determine the

maintenance priorities over the next few weeks.
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17. If CHC’s management is able to obtain additional work from Syncrude or other potential
customers, CHC’s management could revisit their maintenance and repairs needs as they relate to

required equipment.

18. The forecasted revenues for the period between June 1 and July 31, 2010, included in the

Amended Cash Flow, will essentially come from two different sources:

a. Reclamation work at Syncrude’s Base Mine site;

b. Hourly rental of equipment and labor at Syncrude’s Aurora and Base Mine sites.

19. In order to have a better understanding of the fleet requirements for the next few weeks, we

performed an analysis by different sources of revenues as follows:

Reclamation work

20. When CHC’s management prepared the Amended Cash Flow, they determined they needed the

following equipment in order to perform the reclamation work at the Aurora site:

1 Hitachi EX 1900 excavator;
6 Caterpillar 789 haul trucks;

o »

1 Caterpillar D8 dozer;
d. 2 Caterpillar D10 dozers; and
e. 1 Caterpillar 24M grader.

e

21. Based on CHC’s management’s representations, the above equipment (or similar pieces of
equipment) would allow the Company to generate approximately $5 million of revenue related to

the reclamation work between June 1 and July 31, 2010.

22. However, based on information received by the Monitor, it is our understanding that additional
equipment was used since June 1, 2010 on the reclamation work due to a higher level of activity
than anticipated. Based on the TAC Data (Syncrude’s electronic reporting system that CHC
enters billing and revenue data into, which is also the mechanism that tracks jobs completed and
in progress at Syncrude), and various other internal supporting documentation, the following 58

pieces of equipment were used (See details on Appendix A):



a. 9 different excavators;
b. 33 different haul trucks;
c. 13 different dozers; and

d. 3 different graders.

23. Based on various discussions with CHC’s management, the Company had to use additional

equipment for the following reasons:

a. Higher level of activity than anticipated because the Company allocated additional
equipment to the reclamation project in order to generate reverues sooner than later
(based on the TAC Data as at June 6, 2010, the current level of activity would allow the
Company to exceed the forecasted revenues in June by approximately 15%). This
strategy will also allow the Company to have more equipment available in July in case

additional work comes in from Syncrude;

b. Some equipment was only used for a few hours (25 pieces of equipment generated less
than $10,000 in total revenue). This could be attributable either to short time needs or

break downs.

24. Based on the above, a total of approximately 58 different pieces of heavy equipment were used

by the Company between May 18 and June 6, 2010 on the reclamation work at the Base Mine.

Hourly rental of equipment and labor

25. As it relates to the equipment and labor rental, even though CHC’s management has a sense of
the type of equipment which is required by Syncrude, it is difficult to predict which specific
pieces of equipment would be necessary to generate the forecasted revenues in the Amended

Cash Flow for the period between June 1 and July 31, 2010.

26. CHC’s management previously determined that they needed 2 Hitachi EX5500 excavators at the
Aurora site for a specific work order, which will generate approximately $2 million in revenues

between June 1 and July 31, 2010,



27.

28.

I

As it relates to the other hourly rental of equipment and labor, based on work orders and their
experience, CHC’s management previously determined that they needed between 40 and 45 other
pieces of equipment in order to fulfill Syncrude needs for the months of June and July. However,
based on various discussions we had with CHC’s management, it is our understanding that it is
difficult to determine which specific pieces of equipment will be rented by Syncrude over a long
period of time considering that their need in terms of rental could be different from one day to
another. Based on the Company’s assumptions, those equipment rentals will generate

approximately $4 million in revenues between June 1 and July 31, 2010.

Based on the above, a total of approximately 55 pieces of equipment (between 40 and 45 for
hourly rental of equipment and labor, and 11 for the reclamation work) was anticipated in order to
generate the forecasted revenues included in the Amended Cash Flow. However, as mentioned
previously, the actual number of equipment used to perform the reclamation work was higher

than anticipated.

Actual utilization of the equipment

29.

30.

In order to have a better sense of the required equipment and more specifically, of the utilized
equipment since the cessation of the overburden removal contract, the Monitor completed a
detailed analysis of the TAC Data in order to determine which specific pieces of equipment
generated hourly revenues for the period between May 18 and June 6, 2010. The result of this

analysis can be found in Appendix B attached to this report.

You will find in Appendix B a complete heavy equipment listing, which includes the following

information;
a. Description of the equipment;
b. CHC’s unit number;

Equipment type;

& o

Current location as at June 8, 2010;

o

Reclamation work revenues between May 18 and June 6, 2010;
f.  Hourly rental of equipment and labor between May 18 and May 31, 2010;
g. Hourly rental of equipment and labor between June 1 and June 6, 2010;

h. Percentage of the total revenue generated by the specific pieces of equipment;
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i.  Status (up/down) of the various picces of equipment as at June 8, 2010.

31. The Monitor used the data since May 18" in order to exclude from its analysis any overburden
activities, which were curtailed on May 17, 2010. Since May 18, 2010, CHC generated revenues
primarily from reclamation work at Syncrude’s Base Mine site and from hourly rental of
equipment and labor to Syncrude. Considering that the forecasted revenues were based on the
current work orders on hand, an analysis of the equipment used since May 18, 2010 is viewed as
an important component to determine the level of equipment necessary to generate the future

forecasted revenues.
32. In order to perform this analysis, the Monitor did the following:

a. Obtained from CHC a listing of all its heavy equipment fleet which includes the

description of the equipment (model) and CHC’s unit number;

b. Obtained from the General Manager of Maintenance a preliminary status of the majority

of the equipment i.e. up/down and location (Aurora, Base Mine or Suncor);

¢. Obtained the TAC Data for the Month of May (May 18 to May 31, 201 0) and June (June
1 to June 6,2010) in order to determine which specific pieces of equipment generated

revenue during that period;

d. Obtained the supporting documentation of the reclamation revenues in the TAC Data in
order to determine which specific pieces of equipment were used to generate the
reclamation work revenues (TAC Data on reclamation work only includes the volume of

cubic meters moved).

33. As detailed in Appendix B, out of the 268 pieces of heavy equipment owned or leased by the
Company, 148 were used during that period, which represents approximately 55% of the total

heavy equipment fleet of the Company.

34. Of these 148 pieces of heavy equipment used, approximately 66 pieces of equipment generated
approximately 80% of the total revenue for the period between May 18 and June 6, 2010. Thus

the remaining 82 pieces of heavy equipment used only generated 20% of the revenue.
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Below is a chart summarizing the utilization of the various type of equipment for the period

between May 18 and June 6, 2010:

Total units used % used between
Description of Equipment between May 18 Total units in May 18 and

Equipment type andJune § CHC fleet June 6
Trucks 740 9 16 58.25%
Trucks 77 24 35 68.57%
Trucks 785 12 17 70.59%
Trucks 789 12 16 75.00%
Trucks 793 5 25 20.00%
Graders 24W16H 7 9 77.78%
Dozers D& 3 7 42.86%
Dozers D8 11 21 52.38%
Dozers D10 15 25 60.00%
Dozers D11 3 4 75.00%
Excavators 1200 5 6 83.33%
Excavators 1600 1 3 33.33%
Excavators 5500 3 4 75.00%
Excavators ZX450 18 32 56.25%
Excavators ZX800/850 14 29 48.28%

Excavators 3600 1 1 100.00%
Excavators 8000 0 1 0.00%
Others - 5 17 2941%
148 268 55.22%

Based on the above, we conclude that approximately 55% of CHC’s heavy equipment fleet has
been utilized over the last few weeks. As described in Appendix B, some of the equipment was
used for a short period of time (54 pieces of equipment or 36% of the utilized equipment

generated less than $10,000 in revenues during that period).

As mentioned in the Monitor’s Eight Report, the Amended Cash Flow prepared by CHC’s
management included a weekly disbursement of approximately $500,000 for maintenance and
repairs of heavy equipment. Repairs and maintenance cost were kept at the same level as
originally represented in the Updated Cash Flow Statement (attached to the Monitor’s Fifth
Report) even though CHC was projecting a significant decrcase in the level of activity.
Management explained that they wanted to take advantage of the lower level of activity so as to
put additional efforts on repairs and maintenance in order to reduce the level of equipment
currently unavailable for the operations. In addition, they felt that it was important to maximize
the number of units available in order to maximize the value of the assets in conjunction with the

sale and refinancing process currently in place.
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Based on discussions and information provided by the General Manager of Maintenance at CHC,
approximately 88 different pieces of equipment (approximately 33% of the heavy equipment
fleet) were down as at June 8, 2010 (See Appendix B for details). These repairs can vary between
small maintenance issues and major overhauls. Based on discussions with CHC’s management,
they anticipate that approximately $3 million (excludes payroll cost for maintenance employees)

needs to be spent in order to have most of the equipment available for the operations.

While the Monitor appreciates that it is important for the Company to have as much equipment as
possible available for operations, we have to take into consideration the current level of activity,
the actual fleet utilization between May 18 and June 6, 2010, and the expected deterioration of the

cash flow in the upcoming weeks.

Conclusion

40.

41.

42,

As mentioned in this report, the actual results for the period between May 18 and June 6, 2010
demonstrate that CHC used approximately 55% of its equipment fleet. Considering that the
forecasted revenues for the period between June 1 and July 31, 2010 will be similar to the actual
results since May 18, 2010 (date that the overburden contract was curtailed), it is fair to conclude

that CHC does not need more equipment than what was used after May 18, 2010.

The Monitor appreciates that in a best case scenario, CHC’s management would like to put
additional cash and efforts in bringing its available fleet to a higher level but the projected
deterioration of the cash flow position over the next few weeks forces the Company to adopt a

more short-term strategy, while the sale and refinancing process is underway.

Consequently, it is the Monitor’s opinion that maintenance repairs should only be made on
equipment which will generate short term revenues. Based on that, the Monitor advised CHC’s
management and more specifically the General Manager of Maintenance that going forward, the

Monitor will only approve significant maintenance disbursements if:

a.  Once the specific piece of cquipment is repaired, it will generate in relatively short period

of time revenues for an amount higher than the forecasted cost of repair; and
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b. Ifthe requircd maintenance can be performed by CHC’s mechanics, and no substantial
cost for the repairs needs to be incurred (for parts or time of a subcontractor) no specific

approval will be required from the Monitor.

The above program should enable the Company to have sufficient equipment to perform

projected contract work and maintain the existing state of the equipment used.

RECONCILIATION OF THE EQUIPMENT FLEET

44,

45.

46,

47.

While performing the fleet requirement analysis and the preparation of the data room in
conjunction with the sale and refinancing process, it came to the Monitor’s attention that there are
some inconsistencies in the equipment flect information provided by the Company. More
specifically, the Monitor found some discrepancies in the unit numbers and inconsistencies with

equipment collateral reported by the Company to what is claimed by some of the lessors.

Based on the above, a further review of CHC’s equipment listing will be performed by the
Monitor in order to reconcile the various sources of data related to the equipment, including
lessors’s claims, Alberta PPR registrations, physical existence testing, various internal and
external documents, and discussions with management. In addition, there is equipment held by
the company that is not core to the operations which is located out of province, and an

investigation to separately identify these will also be performed.

The Monitor is of the opinion that the above discrepancies did not materially impact the fleet
requirement analysis performed earlier in this report as TAC Data was used in that analysis,

which has both unit number and equipment type corroboration by Syncrude.

Throughout this review, CHC’s management cooperated with the Monitor in the preparation of

this report.
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FUNDS SEGREGATED IN ACCORDANCE WITH PARAGRAPH 10 OF THE ORDER DATED
MAY 21,2010

48. In accordance with paragraph 10 of the Order dated May 21, 2010, CHC shall pay to the
Monitor’s counsel in trust, monthly payments from April 1, 2010 which wouid have been

required to be paid by CHC to lessors under:
a. those leases in which there is a dispute as to categorization as a capital lease; and

b. those leases which the Monitor’s counsel has not been able to categorize as either capital

leases or true leases.

49. The Monitor’s counsel shall hold such funds in trust pending determination of entitlement thereto
under Section 11.01 of the CCAA by Court Order.

50. In accordance with the above, a total amount of $3,321,380 was transferred to the Monitor’s
counsel as at June 4, 2010. This amount represented the total obligations under the various leases

in dispute for the period between April 1, 2010 and May 31, 2010.

51. An additional amount of $2,370,713 was transferred to the Monitor’s counsel on June 10, 2010
(Appendix C). This amount represents the total obligations under the leases in dispute for the
period between June 1, 2010 and June 30, 2010.

52. Based on the above, a total amount of $5,692,093 was transferred to the Monitor’s counsel as at

June 10, 2010 in accordance with paragraph 10 of the Order dated May 21, 2010.

The Monitor respectfully submits to the Court this, its Tenth Report.

Dated at Edmonton, this 15th day of June, 2010

Deloitte & Touche Inc.
in its capacity as Monitor of
Cow Harboun Constructlon Ltd.

,,,,, v .

Gordon Smith
Senior Vice-President
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APPENDIX C

SUMMARY OF DISPUTED LEASES

Effective date of stay of proceedings 01-Apr-10
Post filing
Monthly Monthly Accrual up to
Lessor Payment Payment 30-Jun
(before GST) (after GST)
Caterpillar Financial (AIG) $ 21,372.84 $ 22,441.48 67,324.45
Caterpillar Financial (AIG) $ 21,372.84 $ 22,441.48 67,324.45
Caterplllar Financial $ 28,397.86 $ 29,817.75 89,453.26
Concentra Financial 3 35,224.79 3 36,986.03 86,300.74
AlG Commerclal Equipment $ 160,185.00 3 168,194.25 426,092.10
Alter Moneta Corporation $ 26,777.34 $ 28,116.21 72,164.93
De Lage Landen Financial Services $ 150,000.00 $ 157,500.00 630,000.00
Bodkin Leasing Corporation 3 1,048.01 $ 1,100.41 3,301.23
Bodkin Leasing Corporation $ 1,048.01 $ 1,100.41 3,301.23
Scott Capital Group Inc. $ 10,469.00 $ 10,992.45 32,977.35
Scott Capital Group Inc. $ 18,183.33 3 19,092.50 57,277.49
Concentra Flnanclal $ 12,882.56 $ 13,526.69 31,562.27
Scott Capital Group Inc. 3 5,295.00 § 5,559.75 14,270.03
Scott Capital Group inc. 3 16,717.20 3 17,553.06 52,659.18
Kempenfelt Leasing 3 4,122.95 $ 4,329.10 12,987.29
Kempenfelt Leasing 3 2,061.48 $ 2,164.55 6,493.66
Kempenfelt Leasing $ 2,061.48 $ 2,164.55 6,493.66
Kempenfelt Leasing $ 2,979.99 $ 3,128.99 9,386.97
Finning (Canada) $ 90,000.00 $ 94,500.00 255,150.00
Finning (Canada) $ 90,000.00 $ 94,500.00 242 550.00
Finning (Canada) $ 90,000.00 3 94,500.00 248,850.00
Finning (Canada) $ 90,000.00 $ 94,500.00 248,850.00
Finning (Canada) 3 160,000.00 $ 168,000.00 481,600.00
Finning (Canada) $ 160,000.00 $ 168,000.00 481,600.00
Finning (Canada) $ 160,000.00 $ 168,000.00 397,600.00
Finning (Canada) 3 160,000.00 3 168,000.00 380,800.00
Finning (Canada) $ 160,000.00 $ 168,000.00 364,000.00
Finning (Canada) $ 50,000.00 $ 52,500.00 134,750.00
Finning (Canada) $ 50,000.00 $ 52,500.00 150,500.00
Finning (Canada) $ 88,000.00 $ 92,400.00 271,040.00
Wajax Industries $ 16,500.00 $ 17,325.00 51,975.00
Wajax Industries 3 30,000.00 $ 31,500.00 94,500.00
Wajax Industries 3 40,000.00 3 42,000.00 85,400.00
SMS Equipment Inc. $ 1,10000 % 1,155.00 2,348.50
SMS Equipment Inc. 3 1,100.00 $ 1,155.00 2,348.50
SMS Equipment Inc. $ 1,100.00 $ 1,155.00 2,348.50
SMS Equipment Inc. $ 1,100.00 $ 1,165.00 2,348.50
SMS Equipment inc. $ 1,100.00 $ 1,155.00 2,348.50
SMS Equipment inc. $ 1,100.00 $ 1,155.00 2,348.50
SMS Equipment inc. $ 2,100.00 $ 2,205.00 5,145.00
SMS Equipment Inc, $ 1,100.00 $ 1,155.00 2,964.50
SMS Equipment inc. $ 1,100.00 $ 1,155.00 2,964.50
SMS Equipment Inc. $ 1,100.00 $ 1,155.00 2,964.50
SMS Equipment inc. $ 1,100.00 $ 1,165.00 2,964.50
SMS Equipment Inc. $ 1,100.00 $ 1,165.00 2,964.50



SUMMARY OF DISPUTED LEASES

Effectlve date of stay of proceedings

Lessor

SMS Equipment Inc,
SMS Equipment inc.
SMS Equipment inc.
SMS Equipment inc.
SMS Equipment inc.
SMS Equipment Inc.
SMS Equipment Inc.
SMS Equipment Inc.
Scott Capital Group Inc.
National Leasing Group Inc.
Heavy Metal Equipment Rentals (Dutchmen Equipment)

APPENDIX C

01-Apr-10
Post fillng
Monthly Monthly Accrual up to
Payment Payment 30-Jun
(before GST) (after GST)

$ 1,100.00 3 1,155.00 2,964.50
$ 1,100.00 $ 1.155.00 2,810.50
$ 1,100.00 $ 1,1565.00 2,810.50
$ 1,100.00 $ 1,155.00 2,810.50
$ 1,100.00 § 1,155.00 2,810.50
$ 1,100.00 3 1,155.00 2,810.50
$ 1,100.00 § 1,165.00 2,810.50
$ 2,200.00 $ 2,310.00 6,699.00
$ 7,190.00 $ 7,548.50 22,648.50
$ 464269 § 4,874.82 14,624.47
$ 20,000.00 $ 21,000.00 35,700.00
£....201063237 $ 211116399 . 5602.003.26
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Action No. 1003 05560
Bankruptcy Action No.: 24-115359 2010

IN THE COURT OF QUEEN’S BENCH OF ALBERTA
JUDICIAL DISTRICT OF EDMONTON

IN THE MATTER OF THE
BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, c. B-3, AS AMENDED

AND THE
COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE
OR ARRANGEMENT OF COW HARBOUR
CONSTRUCTION LTD.

TENTH REPORT TO THE COURT
SUBMITTED BY DELOITTE & TOUCHE INC.
INITS CAPACITY AS MONITOR

June 15, 2010

HR

McC LENNAN ROSS..

LEGAL COUNSEL

#600 West Chambers
12220 Stony Plain Road
Edmonton, AB T5N 3Y4

Lawyer: Charles P. Russell, Q.C.
Telephone: (780) 482-9115
Fax: (780) 482-9102
File: 101122



