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Documents Included as Part of this Report

1. Interim consolidated financial statements of North American Energy Partners Inc. for the three and six months ended September 30, 2009
(restated to reflect conversion to U.S. generally accepted accounting principles).

2. Restated Interim Management s Discussion and Analysis for the three and six months ended September 30, 2009.

3. Canadian Supplement to Restated Interim Management s Discussion and Analysis for the three and six months ended September 30, 2009.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

NORTH AMERICAN ENERGY PARTNERS INC.

By:  /s/ David Blackley
Name: David Blackley

Title: Chief Financial Officer
Date: June 10, 2010
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NORTH AMERICAN ENERGY PARTNERS INC.
Interim Consolidated Financial Statements
For the three and six months ended September 30, 2009
(Expressed in thousands of Canadian Dollars)

(Unaudited)



Edgar Filing: North American Energy Partners Inc. - Form 6-K

Table of Conten

Interim Consolidated Balance Sheets (Unaudited)

(Expressed in thousands of Canadian Dollars)

ASSETS

Current assets:

Cash and cash equivalents
Accounts receivable, net (note 15(d))
Unbilled revenue

Inventories (note 7)

Prepaid expenses and deposits
Deferred tax assets

Prepaid expenses and deposits

Assets held for sale

Property, plant and equipment (note 8)

Intangible assets, net (accumulated amortization of $4,449 March 2009  $2,972)
Deferred financing costs (note 9)

Investment in and advances to unconsolidated joint venture (note 10)
Goodwill
Deferred tax assets

LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities:

Accounts payable

Accrued liabilities

Billings in excess of costs incurred and estimated earnings on uncompleted contracts
Current portion of capital lease obligations

Current portion of derivative financial instruments (note 15(a))

Current portion of long term debt (note 11(a))

Deferred tax liabilities

Deferred lease inducements (note 12)
Long term accrued liabilities
Capital lease obligations

Long term debt (note 11(a))
Senior notes (note 11(b))
Director deferred stock unit liability (note 18(c))

Derivative financial instruments (note 15(a))
Asset retirement obligation
Deferred tax liabilities

Table of Contents

September 30,
2009
(Unaudited)

$97.491

86,704
67,454
10,079
7,443
7,307

276,478
2,100
2,857

341,208
6,478

7,390

954
25,361
11,196

$674,022

$69,536
31,149
4,197
5,295

11,256

7,591
8,326

137,350

970
9,970
9,898

25,409
214,744
1,363

74,618
343
32,773

March 31,
2009

$98.,880

78,323
55,907

11,814
4,781
7,033

256,738
3,504
2,760

316,115
5,944

7,910

23,872
12,432

$629,275

$56,204
45,001
2,155
5,409

11,439

7,749

127,957

836
7,134
12,075

255,756
546

43,048
386
30,745
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507,438
Shareholders equity:
Common shares (authorized unlimited number of voting and non-voting common shares; issued and
outstanding  September 30, 2009 36,038,476 voting common shares (March 31, 2009 36,038,476
voting common shares) (note 13(a)) 303,431
Additional paid-in capital (note 13(b)) 7,032
Deficit (143,879)
166,584
$674,022

Contingencies (note 19)

Subsequent events (note 23)

United States and Canadian accounting policy differences (note 24)

See accompanying notes to unaudited interim consolidated financial statements
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478,483

303,431

5,466
(158,105)

150,792

$629,275
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Interim Consolidated Statements of Operations and Comprehensive Income

(Expressed in thousands of Canadian Dollars, except per share amounts)

(Unaudited)

Revenue

Project costs

Equipment costs

Equipment operating lease expense
Depreciation

Gross profit

General and administrative costs

Loss on disposal of property, plant and equipment
Loss (gain) on disposal of assets held for sale
Amortization of intangible assets

Equity in loss of unconsolidated joint venture (note 10)

Operating income before the undernoted

Interest expense, net (note 14)

Foreign exchange (gain) loss

Realized and unrealized loss on derivative financial instruments (note 15(a))
Other (income) expenses

Income before income taxes

Income taxes (note 16(c)):
Current income taxes
Deferred income taxes

Net income and comprehensive income for the period
Net income per share basic (note 13(c))

Net income per share diluted (note 13(c))

See accompanying notes to unaudited interim consolidated financial statements
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Three Months Ended
September 30,
2009 2008
$170,702  $280,283
65,437 154,961
44,359 60,787
15,684 9,586
11,426 10,242
33,796 44,707
13,918 19,359
260 1,612
41 2
417 374
223
18,937 23,360
6,409 7,003
(18,045) 8,350
25,154 2,478
(200) (3)
5,619 5,532
1,264 62
56 2,555
4,299 2,915
$0.12 $0.08
$0.12 $0.08

Six Months Ended
September 30,
2009 2008
$317,221 $539,270
119,699 303,592
90,403 113,197
28,033 18,384
20,150 18,065
58,936 86,032
28,894 38,590
301 2,756
(276) 24
910 659
32
29,075 44,003
12,961 13,957
(37,481) 6,686
35,175 945
333 (21)
18,087 22,436
1,264 62
2,597 5,702
14,226 16,672
$0.39 $0.46
$0.39 $0.45
3
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Interim Consolidated Statements of Changes in Shareholders Equity

(Expressed in thousands of Canadian Dollars)

Balance at March 31, 2007

Net income

Conversion of common voting shares
Stock-based compensation

Reclassification on exercise of stock options
Cash settlement of stock options

Issued upon the exercise of stock options

Balance at March 31, 2008

Net loss

Stock-based compensation

Performance share unit plan
Reclassification on exercise of stock options
Issued upon the exercise of stock options

Balance at March 31, 2009

Net income

Stock-based compensation
Performance share unit plan
Cash settlement of stock options

Balance at September 30, 2009 (unaudited)

Common
shares

$297,594
2,062
611

1,627

$301,894

834
703

$303,431

$303,431

See accompanying notes to unaudited interim consolidated financial statements
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Common
non-voting
shares

$2,062

(2,062)

Additional
paid-in
capital

$3,606

1,937
611)
(581)

$4,351
1,888

61
(834)

$5,466
1,354
278

(66)

$7,032

Deficit
$(64,235)
41,534

$(22,701)
(135,404)

$(158,105)
14,226

$(143,879)

Total
$239,027
41,534

1,937

(581)
1,627

$283,544
(135,404)

1,888

61

703

$150,792
14,226
1,354
278

(66)

$166,584
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Interim Consolidated Statements of Cash Flows
(Expressed in thousands of Canadian Dollars)

(Unaudited)

Cash provided by (used in):

Operating activities:

Net income for the period

Items not affecting cash:

Depreciation

Equity in loss of unconsolidated joint venture
Amortization of intangible assets

Amortization of deferred lease inducements
Amortization of deferred financing costs

Loss on disposal of property, plant and equipment
Loss (gain) on disposal of assets held for sale
Unrealized foreign exchange (gain) loss on senior notes

Unrealized loss (gain) on derivative financial instruments measured at fair value

Stock-based compensation expense (note 18)
Accretion of asset retirement obligation
Deferred income taxes

Net changes in non-cash working capital (note 16(b))

Investing activities:

Acquisition (note 6)

Purchase of property, plant and equipment

Addition to intangible assets

Additions to assets held for sale

Investment in and advances to unconsolidated joint venture
Proceeds on disposal of property, plant and equipment
Proceeds on disposal of assets held for sale

Net changes in non-cash working capital (note 16(b))

Financing activities:

Cheques issued in excess of cash deposits
Repayment of long term debt (note 6)
Increase in long term debt (note 11(a))
Repayment of capital lease obligations

Cash settlement of stock options (note 13(b))
Stock options exercised

Financing costs (note 11(a))
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Three Months Ended

September 30,
2009 2008
$4,299 $2,915
11,426 10,242
223
417 374
(35) (27)
838 747
260 1,612
41 2
(18,060) 8,261
21,290 1,811
632 684
21) 57
56 2,555
2,364 (37,361)
23,730 (8,128)
(4,880)

(23,239) (15,396)
(316) (781)
(933)

(486)
558 3,296
152 2
3,919 (38,215)
(25,225) (51,094)
665
(652)
21,200 10,000
(1,477) (1,465)
(66)
25
)
18,997 9,225

Six Months Ended

September 30,
2009 2008
$14,226  $16,672
20,150 18,065
32
910 659
(61) (53)
1,643 1,426
301 2,756
(276) 24
(37,600) 6,407
27,975 (389)
2,449 1,335
(12) 106
2,597 5,702
(16,326) (34,425)
16,008 18,285
(4,880)

(42,460) (67,394)
(805) (1,532)
(933)

(986)

696 4,648
1,112 194
2,647 5,259

(45,609) (58,825)

665
(652)
33,000 10,000
(2,947) (2,690)

(66)

702
(1,123)
28,212 8,677

10
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Increase (decrease) in cash and cash equivalents 17,502  (49,997)
Cash and cash equivalents, beginning of period 79,989 49,997
Cash and cash equivalents, end of period $97,491 $

Supplemental cash flow information (note 16(a))
See accompanying notes to unaudited interim consolidated financial statements
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(1,389)
98,880

$97,491

(31,863)
31,863

$

11
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Notes to Interim Consolidated Financial Statements
For the three and six months ended September 30, 2009
(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)
1. Nature of operations

North American Energy Partners Inc. (the Company ), formerly NACG Holdings Inc. ( NACG ), was incorporated under the Canada Business
Corporations Act on October 17, 2003. On November 26, 2003, the Company purchased all the issued and outstanding shares of North

American Construction Group Inc. ( NACGI ), including subsidiaries of NACGI, from Norama Ltd. which had been operating continuously in
Western Canada since 1953. The Company had no operations prior to November 26, 2003. The Company undertakes several types of projects
including heavy construction, industrial and commercial site development and pipeline and piling installations in Canada.

2. Change in generally accepted accounting principles

As a Canadian-based company, the Company historically prepared its consolidated financial statements in conformity with accounting principles
generally accepted in Canada (Canadian GAAP) and also provided a reconciliation on an annual basis to United States generally accepted
accounting principles (U.S. GAAP).

The Accounting Standards Board of the Canadian Institute of Chartered Accountants previously announced its decision to require all publicly
accountable enterprises to report under International Financial Reporting Standards ( IFRS ) for years beginning on or after January 1, 2011.
However, National Instrument 52-107 allows Securities and Exchange Commission ( SEC ) registrants, such as the Company, to file with
Canadian securities regulators financial statements that are prepared in accordance with U.S. GAAP and it is proposed that SEC registrants
would be permitted to continue to report under U.S. GAAP beyond 2011. As such, the Company has decided to adopt U.S. GAAP instead of
IFRS as its primary basis of financial reporting commencing in fiscal 2010.

The decision to adopt U.S. GAAP was also made to enhance communication with shareholders and improve the comparability of financial
information reported with competitors and peer group. All comparative financial information contained herein has been revised to reflect the
Company s results as if they had been historically reported in accordance with U.S. GAAP.

3. Significant accounting policies
a) Basis of presentation

These consolidated financial statements are prepared in accordance with U.S. GAAP. Material inter-company transactions and balances are
eliminated on consolidation. Material items that give rise to measurement differences to the consolidated financial statements under Canadian
GAAP are outlined in note 24.

These consolidated financial statements include the accounts of the Company, its wholly-owned subsidiaries, NACGI and NACG Finance LLC
and the following 100% owned subsidiaries of NACGI:

North American Caisson Ltd. North American Road Inc.

North American Construction Ltd. North American Services Inc.

North American Engineering Inc. North American Site Development Ltd.
North American Enterprises Ltd. North American Site Services Inc.

Table of Contents 12
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North American Industries Inc. North American Pile Driving Inc.
North American Mining Inc. DF Investments Limited
North American Maintenance Ltd. Drillco Foundation Co. Ltd.

North American Pipeline Inc.
b) Use of estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues, expenses and disclosures reported in these consolidated financial statements and accompanying
notes.

Significant estimates made by management include the assessment of the percentage of completion on time-and-materials, unit-price or
lump-sum contracts (including estimated total costs and provisions for estimated losses) and the recognition of claims and change orders on
revenue contracts, assumptions used to value free standing derivatives and other financial instruments, assumptions used in periodic impairment
testing, and estimates and assumptions used in the determination of the allowance for doubtful accounts, the recoverability of deferred tax assets
and the useful lives of property, plant and equipment. Actual results could differ materially from those estimates.

The accuracy of the Company s revenue and profit recognition in a given period is dependent, in part, on the accuracy of its estimates of the cost
to complete each time-and-materials, unit-price, or lump-sum project. The Company s cost

Table of Contents 13
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Notes to Interim Consolidated Financial Statements
For the three and six months ended September 30, 2009
(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

estimates use a detailed bottom up approach, using inputs such as labour and equipment hours, detailed drawings and material lists. These
estimates are reviewed and updated monthly. The Company believes its experience allows it to produce materially reliable estimates. However,
the Company s projects can be highly complex. Profit margin estimates for a project may either increase or decrease from the amount that was
originally estimated at the time of the related bid. With many projects of varying levels of complexity and size in process at any given time,
changes in estimates can offset each other without materially impacting the Company s profitability. Major changes in cost estimates, particularly
in larger, more complex projects, can have a significant effect on profitability.

¢) Revenue recognition

The Company performs its projects under the following types of contracts: time-and-materials; cost-plus; unit-price; and lump-sum. Revenue is
recognized as costs are incurred for time-and-materials and cost-plus service contracts with no clearly defined scope. Revenue on cost-plus,
unit-price, lump-sum and time-and-materials contracts with defined scope are recognized using the percentage-of-completion method, measured
by the ratio of costs incurred to date to estimated total costs. The estimated total cost of the contract and percent complete is determined based
upon estimates made by management. The costs of items that do not relate to performance of contracted work, particularly in the early stages of
the contract, are excluded from costs incurred to date. The resulting percent complete methodology is applied to the approved contract value to
determine the revenue recognized. Customer payment milestones typically occur on a periodic basis over the period of contract completion.

The length of the Company s contracts varies from less than one year for typical contracts to several years for certain larger contracts. Contract
project costs include all direct labour, material, subcontract and equipment costs and those indirect costs related to contract performance such as
indirect labour, supplies, and tools. General and administrative costs are charged to expense as incurred. Provisions for estimated losses on
uncompleted contracts are made in the period in which such losses are determined. Changes in project performance, project conditions, and
estimated profitability, including those arising from contract penalty provisions and final contract settlements, may result in revisions to costs
and revenue that are recognized in the period in which such adjustments are determined. Profit incentives are included in revenue when their
realization is reasonably assured.

Once a project is underway, the Company will often experience changes in conditions, client requirements, specifications, designs, materials and
work schedule. Generally, a change order will be negotiated with the customer to modify the original contract to approve both the scope and
price of the change. Occasionally, however, disagreements arise regarding changes, their nature, measurement, timing and other characteristics
that impact costs and revenue under the contract. When a change becomes a point of dispute between the Company and a customer, the
Company will then consider it as a claim.

Costs related to unapproved change orders and claims are recognized when they are incurred. Revenues related to unapproved change orders and
claims are included in total estimated contract revenue when they are approved.

Revenues related to unapproved change orders and claims are included in total estimated contract revenue only to the extent that contract costs
related to the claim have been incurred and when it is probable that the unapproved change order or claim will result in:

a bona fide addition to contract value; and

revenues can be reliably estimated.
These two conditions are satisfied when:
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the contract or other evidence provides a legal basis for the unapproved change order or claim or a legal opinion is obtained providing a
reasonable basis to support the unapproved change order or claim;

additional costs incurred were caused by unforeseen circumstances and are not the result of deficiencies in the Company s performance;

costs associated with the unapproved change order or claim are identifiable and reasonable in view of work performed; and

evidence supporting the unapproved change order or claim is objective and verifiable.
This can lead to a situation where costs are recognized in one period and revenue is recognized when customer agreement is obtained or claim
resolution occurs, which can be in subsequent periods. Historical claim recoveries should not be considered indicative of future claim recoveries.

Table of Contents 15
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Notes to Interim Consolidated Financial Statements
For the three and six months ended September 30, 2009
(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

The Company s long-term contracts typically allow its customers to unilaterally reduce or eliminate the scope of the work as contracted without
cause. These long-term contracts represent higher risk due to uncertainty of total contract value and estimated costs to complete; therefore,
potentially impacting revenue recognition in future periods.

A contract is regarded as substantially completed when remaining costs and potential risks are insignificant in amount.

Revenue recognition from equipment rentals occurs when there is a written arrangement in the form of a contract or purchase order with the
customer, a fixed or determinable sales price is established with the customer, performance requirements are achieved, and ultimate collection of
the revenue is reasonably assured. Equipment rental revenue is recognized as performance requirements are achieved in accordance with the
terms of the relevant agreement with the customer, either at a monthly fixed rate or on a usage basis dependent on the number of hours that the
equipment is used.

d) Balance sheet classifications

Included in current assets and liabilities are amounts receivable and payable under construction contracts (principally retentions) that may extend
beyond one year. A one year time period is used as the basis for classifying all other current assets and liabilities.

e) Cash and cash equivalents

Cash and cash equivalents include cash on hand, bank balances net of outstanding cheques and short-term investments with maturities of three
months or less when purchased.

f) Accounts receivable and unbilled revenue

Accounts receivable in the accompanying Consolidated Balance Sheets are primarily comprised of amounts billed to clients for services already
provided, but which have not yet been collected. Unbilled revenue represents revenue recognized in advance of amounts invoiced.

g) Billings in excess of costs incurred and estimated earnings on uncompleted contracts

Billings in excess of costs incurred and estimated earnings on uncompleted contracts represent amounts invoiced in excess of revenue
recognized.

h) Allowance for doubtful accounts

The Company evaluates the probability of collection of accounts receivable and records an allowance for doubtful accounts, which reduces
accounts receivable to the amount management reasonably believes will be collected. In determining the amount of the allowance, the following
factors are considered: the length of time the receivable has been outstanding, specific knowledge of each customer s financial condition, and
historical experience.

i) Inventories

Inventories are carried at the lower of weighted average cost and market, and consist primarily of tires.
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j) Property, plant and equipment

Property, plant and equipment are recorded at cost. Major components of heavy construction equipment in use such as engines and transmissions
are recorded separately. Equipment under capital lease is recorded at the present value of minimum lease payments at the inception of the lease.
Depreciation is not recorded until an asset is available for use. Depreciation for each category is calculated based on the cost, net of the
estimated residual value, over the estimated useful life of the assets on the following bases and annual rates:

Assets Basis Rate

Heavy equipment Straight-line Operating hours

Major component parts in use Straight-line Operating hours

Other equipment Straight-line 5 10 years

Licensed motor vehicles Declining balance 30%

Office and computer equipment Straight-line 4 years

Buildings Straight-line 10 years

Leasehold improvements Straight-line Over shorter of estimated useful life and lease
term

Assets under capital lease Declining balance Over life of lease

The costs for periodic repairs and maintenance are expensed to the extent the expenditures serve only to restore the assets to their normal
operating condition without enhancing their service potential or extending their useful lives.
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Notes to Interim Consolidated Financial Statements
For the three and six months ended September 30, 2009
(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

k) Capitalized interest

The Company capitalizes interest incurred on debt during the construction of assets for the Company s own use. The capitalization period covers
the duration of the activities required to get the asset ready for its intended use, provided that expenditures for the asset have been made and
interest cost incurred. Interest capitalization continues as long as those activities and the incurrence of interest cost continue. The capitalized
interest is amortized at the same rate as the respective asset.

1) Goodwill

Goodwill is an asset representing the future economic benefits arising from other assets acquired in a business combination that are not
individually identified and separately recognized. Goodwill is not amortized but instead is tested for impairment annually or more frequently if
events or changes in circumstances indicate that it may be impaired. Goodwill is assigned, as of the date of the business combination, to
reporting units that are expected to benefit from the business combination. The impairment test is carried out in two steps. In the first step, the
carrying amount of the reporting unit, including goodwill, is compared to its fair value. When the fair value of the reporting unit exceeds its
carrying amount, goodwill of the reporting unit is not considered to be impaired and the second step of the impairment test is unnecessary. The
second step is carried out when the carrying amount of a reporting unit exceeds its fair value, in which case, the implied fair value of the
reporting unit s goodwill, determined in the same manner as the value of goodwill is determined in a business combination, is compared with its
carrying amount to measure the amount of the impairment loss, if any.

The Company performs its annual goodwill assessment on October 1 of each year and when a triggering event occurs between annual
impairment tests.

m) Intangible assets

Intangible assets include:

customer contracts in process and related relationships, which are being amortized over the remaining lives of the related contracts and
relationships;

trade names, which are being amortized on a straight-line basis over their estimated useful lives of five and ten years;

non-competition agreements, which are being amortized on a straight-line basis between the three and five year terms of the respective
agreements; and

capitalized computer software and development costs.
The Company expenses or capitalizes costs associated with the development of internal use software as follows:
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Preliminary project stage: Both internal and external costs incurred during this stage are expensed as incurred.

Application development stage: Both internal and external costs incurred to purchase and develop computer software are capitalized after the
preliminary project stage is completed and management authorizes the computer software project. However, training costs and the process of
data conversion from the old system to the new system, which includes purging or cleansing of existing data, reconciliation or balancing of old
data to the converted data in the new system, are expensed as incurred.

Post-implementation/operation stage: All training costs and maintenance costs incurred during this stage are expensed as incurred.

Costs of upgrades and enhancements are capitalized if the expenditures will result in adding functionality to the software. Capitalized software
costs are depreciated using the straight-line method over the estimated useful life of the related software, which may be up to four years.

n) Impairment of long-lived assets

Long-lived assets or asset groups held and used including plant, equipment and identifiable intangible assets subject to amortization are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If
the sum of the undiscounted future cash flows expected to result from the use and eventual disposition of an asset or group of assets is less than
its carrying amount, it is considered to be impaired. The Company measures the impairment loss as the amount by which the carrying amount of
the asset or group of assets exceeds its fair value, which is charged to depreciation expense. In determining whether an impairment exists, the
Company makes assumptions about the future cash flows expected from the use of its long-lived assets,
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Notes to Interim Consolidated Financial Statements
For the three and six months ended September 30, 2009
(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

such as: applicable industry performance and prospects; general business and economic conditions that prevail and are expected to prevail;
expected growth; maintaining its customer base; and, achieving cost reductions. There can be no assurance that expected future cash flows will
be realized, or will be sufficient to recover the carrying amount of long-lived assets. Furthermore, the process of determining fair values is
subjective and requires management to exercise judgment in making assumptions about future results, including revenue and cash flow
projections and discount rates.

0) Assets held for sale

Long-lived assets are classified as held for sale when certain criteria are met, which include:

management, having the authority to approve the action, commits to a plan to sell the assets;

the assets are available for immediate sale in their present condition;

an active program to locate buyers and other actions to sell the assets have been initiated;

the sale of the assets is probable and their transfer is expected to qualify for recognition as a completed sale within one year;

the assets are being actively marketed at reasonable prices in relation to their fair value; and

it is unlikely that significant changes will be made to the plan to sell the assets or that the plan will be withdrawn.
Assets to be disposed of by sale are reported at the lower of their carrying amount or fair value less costs to sell and are disclosed separately on
the Consolidated Balance Sheets. These assets are not depreciated.

p) Asset retirement obligations

Asset retirement obligations are legal obligations associated with the retirement of property, plant and equipment that result from their
acquisition, lease, construction, development or normal operations. The Company recognizes its contractual obligations for the retirement of
certain tangible long-lived assets. The fair value of a liability for an asset retirement obligation is recognized in the period in which it is incurred
if a reasonable estimate of fair value can be made. The fair value of a liability for an asset retirement obligation is the amount at which that
liability could be settled in a current transaction between willing parties, that is, other than in a forced or liquidation transaction and, in the
absence of observable market transactions, is determined as the present value of expected cash flows. The associated asset retirement costs are
capitalized as part of the carrying amount of the long-lived asset and then amortized using a systematic and rational method over its estimated
useful life. In subsequent reporting periods, the liability is adjusted for the passage of time through an accretion charge and any changes in the
amount or timing of the underlying future cash flows are recognized as an additional asset retirement cost.
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q) Foreign currency translation

The functional currency of the Company is Canadian dollars. Transactions denominated in foreign currencies are recorded at the rate of
exchange on the transaction date. Monetary assets and liabilities, denominated in foreign currencies, are translated into Canadian dollars at the
rate of exchange prevailing at the balance sheet date. Foreign exchange gains and losses are included in the determination of earnings.

r) Fair value measurement

Financial instruments are categorized using a valuation hierarchy for disclosure of the inputs used to measure fair value, which prioritizes the
inputs into three broad levels. Fair value of financial assets and financial liabilities included in Level 1 are determined by reference to quoted
prices in active markets for identical assets and liabilities. Financial assets and financial liabilities in Level 2 include valuations using inputs
based on observable market data, either directly or indirectly other than the quoted prices. Level 3 valuations are based on inputs that are not
based on observable market data. The classification of a financial asset or liability within the hierarchy is determined based on the lowest level
input that is significant to the fair value measurement.

s) Derivative financial instruments

The Company uses derivative financial instruments to manage financial risks from fluctuations in exchange rates and interest rates. These
instruments include cross-currency and interest rate swap agreements as well as embedded price escalation features in revenue and supplier
contracts. All such instruments are only used for risk management purposes. The Company does not hold or issue derivative financial
instruments for trading or speculative purposes. Derivative financial instruments are subject to standard credit terms and conditions, financial
controls, management and risk monitoring procedures. These derivative financial instruments are not designated as hedges for accounting

10
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purposes and are recorded at fair value with realized and unrealized gains and losses recognized in the Consolidated Statements of Operations
and Comprehensive Income.

t) Income taxes

The Company uses the asset and liability method of accounting for income taxes. Under the asset and liability method, deferred tax assets and
liabilities are recognized for the deferred tax consequences attributable to differences between the financial statement carrying amounts of
existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax
assets and liabilities from a change in tax rates is recognized in income in the period of enactment. The Company recognizes the effect of
income tax positions only if those positions are more likely than not (greater than 50%) of being sustained. Changes in recognition or
measurement are reflected in the period in which the change in judgement occurs. The Company accrues interest and penalties for uncertain tax
positions in the period in which these uncertainties are identified. Interest and penalties are included in Other income in the Consolidated
Statements of Operations and Comprehensive Income. A valuation allowance is recorded against any deferred tax asset if it is more likely than
not that the asset will not be realized.

u) Stock-based compensation

The Company accounts for all stock-based compensation payments that are settled by the issuance of equity instruments at fair value.
Compensation cost is measured using the Black-Scholes model at the grant date and is expensed on a straight-line basis over the award s vesting
period, with a corresponding increase to additional paid-in capital. Upon exercise of a stock option, share capital is recorded at the sum of
proceeds received and the related amount of additional paid-in capital.

The Company has a Deferred Performance Share Unit ( DPSU ) plan, which is described in note 18(b). This compensation plan is settled, at the
Company s option, either by the issuance of equity instruments or by cash payment. Compensation cost is measured using the Black-Scholes
model at the grant date and is expensed on a straight-line basis over the award s vesting period, with a corresponding increase to contributed
surplus. The vesting of awards under the DPSU is contingent upon certain performance criteria being achieved. The fair value of each share
option grant under the DPSU Plan assumes that the relevant performance criteria will be achieved and compensation cost is recorded to the
extent that vesting of the award is considered probable. When it is determined that such criteria are not probable of being achieved, no
compensation cost is recognized and any previously recognized compensation cost is reversed.

The Company has a Director s Deferred Stock Unit ( DDSU ) plan, which is described in note 18(c). The DDSU plan enables directors to receive
all or a portion of their fee for that fiscal year in the form of deferred stock units. The deferred stock units are settled in cash and are classified as

a liability on the Consolidated Balance Sheets. The measurement of the liability and compensation costs for these awards is based on the fair

value of the award and is recorded as a charge to operating income over the vesting period of the award. Subsequent changes in the Company s
payment obligation after vesting of the award and prior to the settlement date are recorded as a charge to operating income in the period such
changes occur.

v) Net income (loss) per share

Basic net income (loss) per share is computed by dividing net income available to common shareholders by the weighted average number of
shares outstanding during the year (see note 13(c)). Diluted per share amounts are calculated using the treasury stock method. The treasury stock
method increases the diluted weighted average shares outstanding to include additional shares from the assumed exercise of stock options
method, if dilutive. The number of additional shares is calculated by assuming outstanding in-the-money stock options were exercised and the
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proceeds from such exercises, including any unamortized stock-based compensation cost, were used to acquire shares of common stock at the
average market price during the year.

w) Leases

Leases entered into by the Company in which substantially all the benefits and risks of ownership transferred to the Company are recorded as
obligations under capital leases, and under the corresponding category of property, plant and equipment. Obligations under capital leases reflect
the present value of future lease payments, discounted at an appropriate interest rate, and are reduced by rental payments net of imputed interest.
All other leases are classified as operating leases and leasing costs, including any rent holidays, leasehold incentives, and rent concessions, are
amortized on a straight-line basis over the lease term.

11
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x) Deferred financing costs

Underwriting, legal and other direct costs incurred in connection with the issuance of debt not measured under the fair value option is presented
as deferred financing costs. The deferred financing costs related to the senior notes and the revolving and term loan facilities are amortized over
the term of the related debt using the effective interest method.

y) Investments in unconsolidated joint ventures or affiliates

Investments in unconsolidated joint ventures or affiliates over which the Company has significant influence, including the Company s investment
in Noramac Ventures Inc., are accounted for under the equity method of accounting, whereby the investment is carried at the cost of acquisition,
including subsequent capital contributions and loans from the Company, plus the Company s equity in undistributed earnings or losses since
acquisition. Investments in unconsolidated joint ventures are included as investment in and advances to unconsolidated joint venture in the
Company s Consolidated Balance Sheets.

z) Business combinations

The Company accounts for all business combinations using the acquisition method. Acquisition related costs which include finder s fees,
advisory, legal, accounting, valuation, other professional or consulting fees, and administrative costs are expensed as incurred.

aa) Adjustments related to prior year financial statements

The financial statements for fiscal 2009 and fiscal 2008 as initially reconciled to U.S. GAAP have been amended to correct the following errors
identified during preparation of the Company s 2010 financial statements under U.S. GAAP.

(i) Adoption of CICA Handbook Section 3031, Inventories . The Company identified an error related to the adoption of Canadian Handbook
Section 3031, Inventories in fiscal 2009. The change in accounting policy was accounted for on a retrospective basis, without restatement
of prior periods under Canadian GAAP resulting in a decrease to deficit of $991, net of taxes of $392, to reverse a tire impairment
recorded in fiscal 2008. This decrease in deficit should have been adjusted for in the reconciliation to U.S. GAAP as the tire impairment
should not have been recorded in fiscal 2008 under U.S. GAAP. As a result of this error, net income under U.S. GAAP for fiscal 2008
increased by $991 and deficit under U.S. GAAP as at March 31, 2008 decreased by $991;

(i) Reclassification of accrued liabilities. The financial statements for fiscal 2009 have been amended to correct a classification error with
respect to accrued liabilities identified during the preparation of the Company s fiscal 2010 consolidated financial statements. Certain
operating lease agreements provide a maximum hourly usage limit, above which the Company will be required to pay for the over hour
usage. These contingent rentals are recognized when payment is considered probable and are due at the end of the lease term. The
Company has historically classified the contingent rentals as a current liability; however, certain of the amounts are due beyond one year
from the balance sheet date. In the current year, the Company has reclassified amounts due beyond one year, from the balance sheet date,
as a long-term liability and has reclassified comparative figures accordingly. The amount reclassified on the Consolidated Balance Sheet
were $9,970 and $7,134 as at September 30, 2009 and March 31, 2009 respectively;
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(iii)) Buyout of leased assets. The financial statements for fiscal 2008 and fiscal 2009 have been amended under U.S. GAAP to correct an error
related to the method of accounting for an incentive at the time of buying previously leased assets, which was identified during the
preparation of the Company s fiscal 2010 consolidated financial statements. When an asset is leased under an operating lease agreement, as
stated in the paragraph above, contingent rentals are recognized when payment is considered probable and are due at the end of the lease
term. The Company can buy the asset at the end of the lease term at a pre-determined market price at which point the liability is
extinguished since the lease agreement is cancelled. The Company has been traditionally extinguishing the liability for such lease buyouts
by reducing equipment costs related to leased equipment, instead of considering the extinguishment of the liability as an incentive to
purchase the asset and therefore reducing the cost of the asset. The impact of the error on previously reported amounts under Canadian
GAAP for the quarter ended September 30, 2009 is described in note 24(i) as U.S. GAAP amounts were previously only reported on an
annual basis. The correction of this error reduced Property, plant and equipment by $8,580, reduced long-term Deferred tax liabilities by
$2,574 and increased Deficit by $5,838 in the Consolidated Balance Sheet as at March 31, 20009.

(iv) Valuation of derivative financial instruments. The financial statements for fiscal 2009 have also been amended under U.S. GAAP to
correct an error related to the determination of the fair value of the cross-currency and interest rate swap liabilities (collectively, the swap
liability ) which was identified on settlement of the swap liability on

12
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April 8, 2010. The Company recorded the fair value of the swap liability and in addition recorded accrued interest on the swap liability.
This resulted in the swap liability being misstated and the changes in the fair value of the swap liability being misstated by the change in
the amount of the accrued interest at each reporting period from March 31, 2009. The periods before March 31, 2009 were not materially
impacted because prior to February 2, 2009, the U.S. Dollar interest rate swap was still in place (note 15(c)(ii)), and therefore the net
accrued interest payable under the swap liability was not material. The impact of the error on previously reported amounts under Canadian
GAAP for the quarter ended September 30, 2009 is described in note 24(i) as U.S. GAAP amounts were only reported on an annual basis.
It also reduced Derivative financial instruments by $7,514, increased long term Deferred tax liabilities by $1,676 and reduced Deficit by
$5,838 in the Consolidated Balance Sheet as at March 31, 2009.

The impact of the above corrections on the previously reported Consolidated Balance Sheet under U.S. GAAP as at March 31, 20009 is as

follows:

As previously As

March 31, 2009 reported Adjustments amended
Property, plant and equipment $324,695 $(8,580) $316,115
Accrued liabilities 52,135 (7,134) 45,001
Long-term accrued liabilities 7,134 7,134
Derivative financial instruments 50,562 (7,514) 43,048
Deferred tax liabilities 31,643 (898) 30,745
Deficit, end of period (157,937) (168) (158,105)

The impact of the above corrections on previously reported amounts under U.S. GAAP for the years ended March 31, 2009 and March 31, 2008
are described in our annual consolidated financial statements for the year ended March 31, 2010.

4. United States accounting pronouncements recently adopted
i) The FASB accounting standards codification and the hierarchy of generally accepted accounting principles

In June 2009, the Financial Accounting Standards Board (FASB) issued the FASB Accounting Standards Codification (ASC) 105. The ASC
amended the hierarchy of generally accepted accounting principles (GAAP) such that the ASC became the single source of authoritative
non-governmental U.S. GAAP, except for SEC rules and interpretative releases which, for the Company, are also authoritative U.S. GAAP. The
ASC did not change current U.S. GAAP, but was intended to simplify user access to all authoritative U.S. GAAP by providing all the
authoritative literature related to a particular topic in one place. All previously existing accounting standard documents were superseded and all
other accounting literature not included in the ASC is considered non-authoritative. The ASC identifies the sources of accounting principles and
the framework for selecting the principles to be used in the preparation of financial statements in accordance with U.S. GAAP. The Company
adopted this standard during the quarter ended September 30, 2009. The adoption of this standard did not have a material impact on the
Company s interim consolidated financial statements.

ii) Fair value measurements

In September 2006, the FASB issued an accounting standard codified in ASC 820, Fair Value Measurements and Disclosures . This standard
established a single definition of fair value and a framework for measuring fair value, set out a fair value hierarchy to be used to classify the
source of information used in fair value measurements, and required disclosures of assets and liabilities measured at fair value based on their
level in the hierarchy. This standard applies under other accounting standards that require or permit fair value measurements. One of the

Table of Contents 26



Edgar Filing: North American Energy Partners Inc. - Form 6-K

amendments deferred the effective date for one year relative to non-financial assets and liabilities that are measured at fair value, but are
recognized or disclosed at fair value on a non-recurring basis. This deferral applied to such items as non-financial assets and liabilities initially
measured at fair value in a business combination (but not measured at fair value in subsequent periods) or non-financial long-lived asset groups
measured at fair value for an impairment assessment. These remaining aspects of the fair value measurement standard were adopted by the
Company prospectively beginning April 1, 2009. The adoption of this standard did not have a material impact on the Company s interim
consolidated financial statements.

iii) Business combinations

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations ( SFAS 141(R) ), and, in April 2009, issued FAS 141 (R)-1,
Accounting for Assets Acquired and Liabilities Assumed in a Business Combination that Arise
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from Contingencies , to amend and clarify SFAS No. 141(R), Business Combinations , now part of ASC 805, Business Combinations . Effective
for the Company beginning on April 1, 2009, the standard establishes principles and requirements for how an acquirer recognizes and measures,

in its financial statements, the identifiable assets acquired, the liabilities assumed, any non-controlling interest in the acquiree, and any goodwill

and establishes disclosure requirements that enable users of the Company s financial statements to evaluate the nature and financial effects of the
business combination. This new standard was applied to the acquisition of DF Investments Limited and its subsidiary Drillco Foundation Co.

Ltd. (see note 6).

iv) Non-controlling interests in consolidated financial statements

In December 2007, the FASB issued SFAS No. 160, Non-controlling Interests in Consolidated Financial Statements ~An Amendment of ARB
No. 51 ( SFAS 160 ), which is now part of ASC 810. The amendments to ASC 810 are effective for the fiscal year beginning April 1, 2009 and
change the accounting and reporting for ownership interests in subsidiaries held by parties other than the parent. These non-controlling interests
are to be presented in the consolidated balance sheet within equity but separate from the parent s equity. The amount of consolidated net income
attributable to the parent and to the non-controlling interest is to be clearly identified and presented on the face of the consolidated statement of
operations. In addition, this ASC establishes standards for a change in a parent s ownership interest in a subsidiary and the valuation of retained
non-controlling equity investments when a subsidiary is deconsolidated. The ASC also establishes reporting requirements for providing

sufficient disclosures that clearly identify and distinguish between the interests of the parent and the interests of the non-controlling owners. The
Company prospectively adopted this ASC effective April 1, 2009. The adoption of this standard did not have a material impact on the Company s
consolidated financial statements.

v) Determination of the useful life of intangible assets

In April 2008, the FASB issued FSP No. FAS 142-3, Determination of the Useful Life of Intangible Assets , which amends the list of factors an
entity should consider in developing renewal or extension assumptions used in determining the useful life of recognized intangible assets under
SFAS No. 142, Goodwill and Other Intangible Assets . The guidance, now part of ASC 350, Intangibles Goodwill and Others , and ASC 275,
Risks and Uncertainties , applies to (i) intangible assets that are acquired individually or with a group of other assets and (ii) intangible assets
acquired in both business combinations and asset acquisitions. Entities estimating the useful life of a recognized intangible asset must now
consider their historical experience in renewing or extending similar arrangements or, in the absence of historical experience, must consider
assumptions that market participants would use about renewal or extension. The Company adopted this standard effective April 1, 2009. The
adoption of this standard did not have a material impact on the Company s interim consolidated financial statements.

vi) Equity method investment accounting considerations

In November 2008, the FASB issued EITF 08-06, Equity Method Investment Accounting Considerations , now part of ASC 323, Investments
Equity Method and Joint Ventures , which clarifies the accounting for certain transactions and impairment considerations involving equity
method investments. The intent is to provide guidance on: (i) determining the initial measurement of an equity method investment,

(ii) recognizing other-than-temporary impairments of an equity method investment and (iii) accounting for an equity method investee s issuance
of shares. The Company adopted this standard effective April 1, 2009. The adoption of this standard did not have a material impact on the
Company s interim consolidated financial statements.

vii) Interim disclosures about fair value of financial instruments

In April 2009, the FASB issued FSP No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial Instruments , which
amends FASB Statement No. 107, Disclosures about Fair Value of Financial Statements . This new guidance, which is now a part of ASC 825,
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Financial Instruments , expands the disclosures about the fair value of financial instruments that were previously required only annually to be
required for interim reporting periods. In addition, the ASC requires certain additional disclosures regarding the methods and significant
assumptions used to estimate the fair value of financial instruments. The Company adopted the amendments to ASC 825 effective April 1, 2009.
The adoption of this standard did not have a material impact on the Company s interim consolidated financial statements.

viii) Determining fair value when the volume and level of activity for the asset or liability have significantly decreased and identifying
transactions that are not orderly

In April 2009, the FASB issued FSP No. FAS 157-4, Determining Fair Value When the Volume and Level of Activity for the Asset or Liability
Have Significantly Decreased and Identifying Transactions That Are Not Orderly . The guidance, now part of ASC 820, Fair Value
Measurements and Disclosures , provides additional guidance for estimating fair value when the volume and level of activity for the asset or
liability have significantly decreased. It also includes guidance on
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identifying circumstances that indicate a transaction is not orderly. The Company adopted this standard effective April 1, 2009. The adoption of
this standard did not have a material impact on the Company s interim consolidated financial statements.

ix) Subsequent events

In May 2009, the FASB issued ASC 855, Subsequent Events (formerly SFAS No. 165, Subsequent Events ). ASC 855 is effective for interim or
annual financial periods ending after June 15, 2009 and should be applied prospectively. This statement addresses accounting and disclosure
requirements related to subsequent events. This statement also requires the Company to evaluate subsequent events through the date the financial
statements are either issued or available to be issued, depending on the Company s expectation of whether it will widely distribute its financial
statements to its shareholders and other financial statement users. The Company adopted this ASC effective April 1, 2009. The adoption of this
standard did not have a material impact on the Company s interim consolidated financial statements.

5. Recent United States accounting pronouncements not yet adopted
i) Consolidation of variable-interest entities

In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretation No. 46(R) . The new guidance now part of ASC 810,

Consolidation , revised the consolidation guidance for variable-interest entities. The modifications include the elimination of the exemption for
qualifying special purpose entities and a new approach for determining who should consolidate a variable-interest entity. This standard is
effective, for the Company, on April 1, 2010. The Company is currently evaluating the impact of this standard on its consolidated financial
statements.

ii) Measuring liabilities at fair value

In August 2009, the FASB issued ASU No. 2009-05, Measuring Liabilities at Fair Value , which provides additional guidance on how companies
should measure liabilities at fair value under ASC 820, Fair Value Measurements and Disclosures . The ASU clarifies that the quoted price for an
identical liability should be used, however, if such information is not available, an entity may use the quoted price of an identical liability when
traded as an asset, quoted prices for similar liabilities or similar liabilities traded as assets, or another valuation technique (such as the market or
income approach). The ASU also indicates that the fair value of a liability is not adjusted to reflect the impact of contractual restrictions that
prevent its transfer and indicates circumstances in which quoted prices for an identical liability or quoted price for an identical liability traded as

an asset may be considered level 1 fair value measurements. This standard is effective for the first reporting period beginning after issuance and
therefore will be adopted by the Company effective October 1, 2009. The Company is currently evaluating the impact of this standard on its
consolidated financial statements.

6. Acquisition

On August 1, 2009, the Company acquired all of the issued and outstanding shares of DF Investments Limited (the holding company) and its
subsidiary Drillco Foundation Co. Ltd., a piling company based in Milton, Ontario, for preliminary consideration of $6,069 of which $4,880 has
been paid. This acquisition gives the Company access to piling markets and customers in the region. The transaction has been accounted for
using the acquisition method with the results of operations included in the financial statements from the date of acquisition. The goodwill
acquired is not deductible for tax purposes. The preliminary purchase price allocation is as follows:
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Net assets acquired at assigned values:

Working capital $2,439
Property, plant and equipment 2,873
Land 281
Intangible assets 609
Goodwill (assigned to the Piling segment) 1,489
Deferred income tax liability (970)
Long-term debt (652)
$6,069

The allocation of the purchase price to the fair value of the assets acquired and liabilities assumed is preliminary and may be subject to
adjustments.
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7. Inventories

Spare tires
Job materials and other

8. Property, plant and equipment

September 30, 2009

Heavy equipment

Major component parts in use
Other equipment

Licensed motor vehicles

Office and computer equipment
Buildings

Land

Leasehold improvements
Assets under capital lease

March 31, 2009

Heavy equipment

Major component parts in use
Other equipment

Licensed motor vehicles

Office and computer equipment
Buildings

Leasehold improvements
Assets under capital lease

Table of Contents

September 30,
2009

$6,699
3,380

$10,079

Accumulated

Cost Depreciation
$343,407 $86,897
28,601 5,166
23,785 9,257
14,421 8,810
8,596 4,010
21,612 6,014
281

9,582 2,379
25,148 11,692

$475,433 $134,225

Accumulated

Cost Depreciation
$310,406 $75,410
25,187 2,535
22,056 8,268
12,760 7,445
6,759 3,459
20,823 5,308
6,589 1,929
27,953 12,064

March 31,
2009

$10,533

1,281

$11,814

Net Book
Value
$256,510
23,435
14,528
5,611
4,586
15,598
281
7,203
13,456

$341,208

Net Book
Value
$234,996

22,652
13,788
5,315

3,300
15,515
4,660
15,889
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$432,533 $116,418  $316,115

During the three and six months ended September 30, 2009, additions to property, plant and equipment included $33 and $656 respectively, of
assets that were acquired by means of capital leases (three and six months ended September 30, 2008  $3,952 and $5,116 respectively).
Depreciation of equipment under capital lease of $978 and $2,137 for the three and six months ended September 30, 2009, respectively was
included in depreciation expense (three and six months ended September 30, 2008  $1,585 and $2,233 respectively).

9. Deferred financing costs

Accumulated  Net Book

September 30, 2009 Cost Amortization Value
Senior notes $16,521 $10,787 $5,734
Term facility and revolving facility 4,328 2,672 1,656
$20,849 $13,459 $7,390
16
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Accumulated  Net Book
March 31, 2009 Cost Amortization Value
Senior notes $16,521 $9,613 $6,908
Term facility and revolving facility 3,205 2,203 1,002

$19,726 $11,816 $7,910

Amortization of deferred financing costs included in interest expense for the three and six months ended September 30, 2009 was $838 and
$1,643 respectively (three and six months ended September 30, 2008 $747 and $1,426 respectively).

10. Investment in and advances to unconsolidated joint venture

The Company is engaged in one joint venture, Noramac Ventures Inc. . The joint venture is with Fort McKay Construction Ltd. and was formed
for the purpose of expanding the Company s market opportunities and establishing strategic alliances in Northern Alberta. The Company has a
50% proportionate interest in the Noramac Joint Venture.

As of September 30, 2009, the Company s investment in and advances to unconsolidated joint venture totaled $954 (March 31, 2009  $nil).
Condensed financial data as at and for the three and six months ended September 30, 2009 is as follows:

September 30,
2009

Current assets $3,171
Current liabilities 1,261
Long term liabilities 2,166

Three Months Ended Six Months Ended

September 30, 2009 September 30, 2009
Gross revenues $816 $2,068
Gross profit (228) 379
Net loss (445) (63)
Equity in loss of unconsolidated joint venture $(223) $(32)
11. Debt
a) Long term debt

On June 24, 2009, the Company entered into an amended and restated credit agreement which matures on June 8, 2011 to provide for
borrowings of up to $125.0 million under which revolving loans, term loans and letters of credit may be issued. This facility includes a $75.0
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million Revolving facility and a $50.0 million Term facility. The Term facility commitments were available until August 31, 2009 and aggregate
borrowings under this facility had to exceed $25.0 million. Any undrawn amount under the Term facility, up to a maximum of $15.0 million,
could be reallocated to the Revolving facility. On August 31, 2009, the maximum undrawn portion of the Term facility totaling $15.0 million
was reallocated to the Revolving facility resulting in Revolving facility commitments of $90.0 million.

As of September 30, 2009, the Company had issued $20.3 million (March 31, 2009  $20.8 million) in letters of credit under the Revolving
facility to support performance guarantees associated with customer contracts. The total credit facility commitments are $123.0 million at
September 30, 2009 and include the $90.0 million Revolving facility and the outstanding borrowings of $33.0 million, net of a $1.7 million
repayment in the quarter, (March 31, 2009  $nil) under the Term facility. The funds available under the Revolving facility are reduced by any
outstanding letters of credit. The Company s unused borrowing availability under the Revolving facility was $69.7 million at September 30,
2009.

Borrowings under the Revolving facility may be repaid and borrowed from time to time at the option of the Company. The Term facility is fully
utilized and requires quarterly principal repayments. At September 30, 2009, there were no borrowings under the Revolving facility.

Beginning September 30, 2009, and at the end of each fiscal quarter thereafter, the Company must make quarterly payments of principal in an
amount equal to 4.375% of the outstanding principal drawn under the Term facility at

17
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August 31, 2009 (equal to $1,518). The credit facility bears interest at Canadian prime rate, U.S. Dollar Base Rate, Canadian bankers acceptance
rate or London interbank offered rate (LIBOR) (all such terms as used or defined in the credit facility), plus applicable margins. In each case, the
applicable pricing margin depends on the Company s credit rating.

The credit facility is secured by a first priority lien on substantially all of the Company s existing and after-acquired property and contains certain
restrictive covenants including, but not limited to, incurring additional debt, transferring or selling assets, making investments including
acquisitions or to pay dividends or redeem shares of capital stock. The Company is also required to meet certain financial covenants under the
credit agreement and was in compliance with these covenants at September 30, 20009.

During the three and six months ended September 30, 2009, financing fees of $8 and $1,123 respectively were incurred in connection with the
modifications made to the amended and restated credit agreement. These fees have been recorded as deferred financing costs and are being
amortized using the effective interest method over the term of the credit facility (note 9).

b) Senior notes

September 30, March 31,

2009 2009
8 3/4% senior unsecured notes due 2011 ($U.S.) $200,000 $200,000
Unrealized foreign exchange 14,440 52,040
Fair value of embedded early redemption option (note 15(a)) 304 3,716

$214,744 $255,756

The 83/4% senior notes were issued on November 26, 2003 in the amount of U.S. $200.0 million (Canadian $263.0 million). These notes mature
on December 1, 2011 with interest payable semi-annually on June 1 and December 1 of each year. The 8 3/4% senior notes are unsecured senior
obligations and rank equally with all other existing and future unsecured senior debt and senior to any subordinated debt that may be issued by
the Company or any of its subsidiaries. The notes are effectively subordinated to all secured debt to the extent of the outstanding amount of such
debt.

The 8 3/4% senior notes are redeemable at the option of the Company, in whole or in part, at any time on or after: December 1, 2007 at 104.4%
of the principal amount; December 1, 2008 at 102.2% of the principal amount; December 1, 2009 at 100.0% of the principal amount; plus, in
each case, interest accrued to the redemption date.

If a change of control occurs, the Company will be required to offer to purchase all or a portion of each holder s &4% senior notes, at a purchase
price in cash equal to 101.0% of the principal amount of the notes offered for repurchase plus accrued interest to the date of purchase.

12. Deferred lease inducements

Lease inducements applicable to lease contracts are deferred and amortized as a reduction of general and administrative costs on a straight-line
basis over the lease term, which includes the initial lease term and renewal periods only where renewal is determined to be reasonably assured.
During the three and six months ended September 30, 2009, the Company recorded inducements from a lessor in the form of leasehold
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improvements to a new office facility of $195.

Balance, beginning of period
Additions
Amortization

Balance, end of period
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September 30,
2009
$836
195
(61)

$970

March 31,
2009
$941

(105)

$836
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13. Shares

a) Common shares

Authorized:

Unlimited number of common voting shares

Unlimited number of common non-voting shares issued and outstanding:

Common voting shares
Issued and outstanding at September 30, 2009 and March 31, 2009
b) Additional paid-in capital

Balance, March 31, 2009

Stock-based compensation (note 18(a))

Deferred performance share unit plan (note 18(b))
Cash settlement of stock options

Balance, September 30, 2009

¢) Net income per share

Net income available to common shareholders
Weighted average number of common shares

Basic net income per share
Net income available to common shareholders

Weighted average number of common shares

Table of Contents

Three Months Ended
September 30,

2009 2008
$4,299 $2,915
36,038,476 36,037,867
$0.12 $0.08
$4,299 $2,915
36,038,476 36,037,867

Number of
Shares

Amount

36,038,476 $303,431

$5,466
1,354
278
(66)
$7,032
Six Months Ended
September 30,
2009 2008
$14,226 $16,672
36,038,476 36,003,454
$0.39 $0.46
$14,226 $16,672
36,038,476 36,003,454
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Dilutive effect of stock options 668,955 856,750 615,232 952,872
Weighted average number of diluted common shares 36,707,431 36,894,617 36,653,708 36,956,326
Diluted net income per share $0.12 $0.08 $0.39 $0.45

For the three and six months ended September 30, 2009, there were 922,126 and 859,783 options respectively, which were anti-dilutive and
therefore were not considered in computing diluted earnings per share (three and six months ended September 30, 2008 709,016 and 709,432
options respectively).

14. Interest expense

Three Months Ended Six Months Ended
September 30, September 30,

2009 2008 2009 2008
Interest on 8 /4% senior notes and swaps 4,737 5,834 9,881 11,669
Interest on capital lease obligations 270 264 561 545
Amortization of deferred financing costs 838 747 1,643 1,426
Interest on credit facilities 197 90 492 90
Interest on long-term debt 6,042 6,935 12,577 13,730
Other interest 367 68 384 227
$6,409 $7,003 $12,961  $13,957

19
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15. Financial instruments and risk management
a) Fair value of financial instruments

In determining the fair value of financial instruments, the Company uses a variety of methods and assumptions that are based on market
conditions and risks existing on each reporting date. Counterparty confirmations and standard market conventions and techniques, such as
discounted cash flow analysis and option pricing models, are used to determine the fair value of the Company s financial instruments, including
derivatives. All methods of fair value measurement result in a general approximation of value and such value may never actually be realized.

The fair values of the Company s cash and cash equivalents, accounts receivable, unbilled revenue, accounts payable and accrued liabilities
approximate their carrying amounts due to the relatively short periods to maturity for the instruments.

The fair values of amounts due under the Revolving Facility and the Term Facility are based on management estimates which are determined by
discounting cash flows required under the instruments at the interest rate currently estimated to be available for instruments with similar terms.
Based on these estimates and by using the outstanding balance of $33.0 million at September 30, 2009 and $nil at March 31, 2009, the fair value
of amounts due under the Revolving Facility and the Term Facility as at September 30, 2009 and March 31, 2009 are not significantly different
than their carrying value.

The fair values of the Company s cross-currency and interest rate swap agreements and the Company s embedded derivatives are based on
appropriate price modeling commonly used by market participants to estimate fair value. Such modeling includes option pricing models and
discounted cash flow analysis, using observable market based inputs to estimate fair value. Fair value determined using valuation models
requires the use of assumptions concerning the amount and timing of future cash flows. Fair value amounts reflect management s best estimates
using external, readily observable, market data such as future prices, interest rate yield curves, foreign exchange rates and discount rates for time
value. It is possible that the assumptions used in establishing fair value amounts will differ from future outcomes and the impact of such
variations could be material.

Financial instruments with carrying amounts that differ from their fair values are as follows:

September 30, 2009 March 31, 2009
Carrying Carrying
Amount Fair Value Amount Fair Value
Senior notes "’ $214,744 $209,186  $255,756 $181,469
Capital lease obligations 15,193 15,365 17,484 17,345

(i) The fair value of the U.S. Dollar denominated 8 3/4% senior notes is based upon their period end closing market price translated into Canadian Dollars at period
end exchange rates as at September 30, 2009 and March 31, 2009.

(ii) The fair values of amounts due under capital leases are based on management estimates which are determined by discounting cash flows required under the
instruments at the interest rates currently estimated to be available for instruments with similar terms.

Derivative financial instruments that are used for risk management purposes, as described in note 15(b) under risk management consist of the

following:
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September 30, 2009

Cross-currency and interest rate swaps

Embedded price escalation features in a long-term revenue construction contract
Embedded price escalation features in certain long-term supplier contracts
Embedded early redemption option on senior notes

Total fair value of derivative financial instruments
Less: current portion
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Derivative
Financial
Instruments
$70,851

5,949
9,074

85,874
11,256

$74,618

Senior Notes

$

304

304

$304
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Derivative
Financial
March 31, 2009 Instruments
Cross-currency and interest rate swaps $32,033
Embedded price escalation features in a long-term revenue construction contract (324)
Embedded price escalation features in certain long-term supplier contracts 22,778
Embedded early redemption option on senior notes
Total fair value of derivative financial instruments 54,487
Less: current portion 11,439
$43,048

i) Fair value hierarchy of financial instruments

Senior Notes

$

3,716

3,716

$3,716

The Company has segregated all financial assets and financial liabilities that are measured at fair value on a recurring basis into the most

appropriate level within the fair value hierarchy based on the inputs used to determine the fair value at the measurement date.

Financial assets and financial liabilities measured at fair value, net of accrued interest in the financial statements on a recurring basis are

summarized below:

Carrying
September 30, 2009 Location on Balance Sheet Value
Cross-currency swaps for U.S. dollar 8 3 /4% senior notes Derivative financial instruments $52,442
Interest rate swaps for U.S. dollar 8 3/4% senior notes Derivative financial instruments 18,409
Cross-currency and interest rate swaps for U.S. dollar 8 3/4% senior Derivative financial instruments
notes (note 15(a)) 70,851
Embedded price escalation features in a long-term revenue Derivative financial instruments
construction contract (note 15(a)) 5,949
Embedded price escalation features in certain long-term supplier Derivative financial instruments
contracts (note 15(a)) 9,074
Embedded early redemption option on 8 3/4% senior notes (note 15(a))  Senior notes 304
$86,178
Carrying
March 31, 2009 Location on Balance Sheet Value
Cross-currency swaps for U.S. dollar 8 3 /4% senior notes Derivative financial instruments $11,573
Interest rate swaps for U.S. dollar 8 /4% senior notes Derivative financial instruments 20,460
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Level 2
$52,442
18,409

70,851
5,949

9,074
304

$86,178

Level 2
$11,573
20,460
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Cross-currency and interest rate swaps for U.S. dollar 8 /4% senior
notes (note 15(a))

Embedded price escalation features in a long-term revenue
construction contract (note 15(a))

Embedded price escalation features in certain long-term supplier
contracts (note 15(a))

Embedded early redemption option on 8 3/4% senior notes (note 15(a))

Derivative financial instruments

Derivative financial instruments

Derivative financial instruments

Senior notes

32,033 32,033
(324) (324)

22,778 22,778
3,716 3,716

$58,203 $58,203

At September 30, 2009, the Company had no financial assets or financial liabilities classified as Level 1 or Level 3 under the fair value

hierarchy. Since the Company primarily uses observable inputs in its valuation of its derivative financial instruments, these fair value
measurements are classified with Level 2 of the fair value hierarchy. The fair values of the Company s cross-currency and interest rate swap
agreements and the Company s embedded derivatives are based on appropriate price modeling commonly used by market participants to estimate
fair value. Such modeling includes option pricing models and discounted cash flow analysis, using observable market based inputs to estimate

fair value. The Company considers its own credit risk or the credit risk of the counterparty in determining fair value,
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depending on whether the fair values are in an asset or liability position. Fair value determined using valuation models requires the use of
assumptions concerning the amount and timing of future cash flows. Fair value amounts reflect management s best estimates using external,
readily observable, market data such as future prices, interest rate yield curves, foreign exchange rates and discount rates for time value. It is
possible that the assumptions used in establishing fair value amounts will differ from future outcomes and the impact of such variations could be
material.

The Company used the following methodologies and inputs to estimate the fair value of each class of Level 2 financial instruments:

to determine fair value of the Company s cross-currency and interest rate swap agreements, discounted cash flow analysis with inputs of
observable market data including foreign currency exchange rates, implied volatilities, interest rates and the credit risk of the Company or the
counterparties were used as appropriate, with resulting valuations periodically validated through third-party or counterparty quotes;

to determine fair value of the Company s optional redemption rights included in the senior notes, discounted cash flow analysis with inputs of
observable market data including foreign currency exchange rates, implied volatilities and interest rates were used as appropriate; and

to determine fair value of the price escalation features in revenue and maintenance service contracts containing embedded derivatives,
generally accepted valuation models based on discounted cash flows with inputs of observable market data, including foreign currency rates
and discount factors were used.
Non-financial assets that were re-measured at fair value on a nonrecurring basis as at September 30, 2009 in the financial statements are
summarized below:

Change in
Carrying Fair
September 30, 2009 Value Level 3 Value
Assets held for sale $2,857 $2.857 $(806)

Long-lived assets held for sale with a carrying amount of $3,663 were written down to their fair value of $2,857, resulting in a loss of $806,
which was included in depreciation expense in the Consolidated Statements of Operations and Comprehensive Income for the six months ended
September 30, 2009. The fair value of the assets held for sale is determined internally by analyzing recent auction prices for equipment with
similar specifications and hours used, the net book value, the residual value of the asset and the useful life of the asset. The inputs to estimate the
fair value of the assets held for sale are classified under level 3 of the fair value hierarchy.

The Company did not re-measure non-financial liabilities to fair value as at September 30, 2009.

The realized and unrealized loss on derivative financial instruments is comprised as follows:
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Three Months Ended
September 30,
2009 2008
Realized and unrealized loss (gain) on cross-currency and interest rate swaps $22,847  $(5,767)
Unrealized loss (gain) on embedded price escalation features in a long-term revenue construction
contract 2,986 (3,869)

Unrealized loss (gain) on embedded price escalation features in certain long-term supplier

contracts 460 9,354
Unrealized (gain) loss on embedded early redemption option on 8 /4% senior notes (1,139) 2,760
$25,154  $2,478

b) Risk management

Six Months Ended
September 30,
2009 2008
$46,018  $(6,220)
6,273 (4,504)
(13,704) 9,153
(3,412) 2,516

$35,175 $945

The Company is exposed to market and credit risks associated with its financial instruments. The Company will from time to time use various
financial instruments to reduce market risk exposures from changes in foreign currency exchange rates and interest rates. The Company does not

hold or use any derivative instruments for trading or speculative purposes.
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Overall, the Company s Board of Directors has responsibility for the establishment and approval of the Company s risk management policies.
Management performs a risk assessment on a continual basis to help ensure that all significant risks related to the Company and its operations
have been reviewed and assessed to reflect changes in market conditions and the Company s operating activities.

¢) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices such as
foreign currency exchange rates and interest rates. The level of market risk to which the Company is exposed at any point in time varies
depending on market conditions, expectations of future price or market rate movements and composition of the Company s financial assets and
liabilities held, non-trading physical assets and contract portfolios.

To manage the exposure related to changes in market risk, the Company uses various risk management techniques including the use of
derivative instruments. Such instruments may be used to establish a fixed price for a commodity, an interest-bearing obligation or a cash flow
denominated in a foreign currency.

The sensitivities provided below are hypothetical and should not be considered to be predictive of future performance or indicative of earnings
on these contracts.

i) Foreign exchange risk

Foreign exchange risk refers to the risk that the value of a financial instrument or cash flows associated with the instrument will fluctuate due to
changes in foreign exchange rates. The Company has 8 /4% senior notes denominated in U.S. Dollars in the amount of U.S. $200.0 million. In
order to reduce its exposure to changes in the U.S. to Canadian Dollar exchange rate, the Company entered into a cross-currency swap
agreement to manage this foreign currency exposure for both the principal balance due on December 1, 2011 as well as the semi-annual interest
payments from the issue date to the maturity date. In conjunction with the cross-currency swap agreement, the Company also entered into a
U.S. Dollar interest rate swap and a Canadian Dollar interest rate swap as discussed in note 15(c)(ii) below. These derivative financial
instruments were not designated as hedges for accounting purposes. At September 30, 2009 and March 31, 2009, the notional principal amount
of the cross-currency swap was U.S. $200.0 million and Canadian $263.0 million.

On December 17, 2008, the Company received notice that all three swap counterparties had exercised the cancellation option on the U.S. Dollar
interest rate swap and, effective February 2, 2009, the U.S. Dollar interest rate swap was terminated. In addition to net accrued interest to the
termination date of U.S. $0.7 million, the counterparties paid a cancellation premium of 2.2% on the notional amount of U.S. $200.0 million or

U.S. $4.4 million (equivalent to Canadian $5.3 million), which is included in the caption Other income in the Interim Consolidated Statements of
Operations and Comprehensive Income for the three and six months ended September 30, 2009.

The Company s Canadian Dollar interest rate swap and cross-currency swap agreements are not cancellable at the option of the counterparties
and remain in effect. The Company will continue to pay the counterparties an average fixed rate of 9.889% on the notional amount of Canadian
$263.0 million or Canadian $13.0 million semi-annually until December 1, 2011. Beginning March 1, 2009, the Company received quarterly
floating rate payments in U.S. Dollars on the cross-currency swap agreement at the prevailing three month LIBOR rate plus a spread of 4.2% on
the notional amount of U.S. $200.0 million.

As a result of the cancellation of the U.S. Dollar interest rate swap, the Company is exposed to changes in the value of the Canadian Dollar
versus the U.S. Dollar. To the extent that three month LIBOR rate is less than 4.6% (the difference between the 8 3/4% senior notes coupon and
the 4.2% spread over three month LIBOR on the cross-currency swap agreement), the Company will have to acquire U.S. Dollars to fund a
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portion of its semi-annual coupon payment on its senior notes. At the three month U.S. Dollar LIBOR rate of 0.3% at September 30, 2009, a

$0.01 increase (decrease) in exchange rates in the Canadian Dollar would result in an insignificant decrease (increase) in the amount of Canadian
Dollars required to fund each semi-annual coupon payment.

The Company also regularly transacts in foreign currencies when purchasing equipment, spare parts as well as certain general and administrative
goods and services. These exposures are generally of a short-term nature and the impact of changes in exchange rates has not been significant in
the past. The Company may fix its exposure in either the Canadian Dollar or the U.S. Dollar for these short-term transactions, if material.

At September 30, 2009, with other variables unchanged, a $0.01 increase (decrease) in exchange rates of the Canadian Dollar to the U.S. Dollar
related to the U.S. Dollar denominated senior notes would decrease (increase) net
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income and decrease (increase) equity by approximately $1.7 million. With other variables unchanged, a $0.01 increase (decrease) in exchange
rates in the Canadian to the U.S. Dollar related to the cross-currency swap would increase (decrease) net income and increase (decrease) equity
by approximately $1.7 million. The impact of similar exchange rate changes on short-term exposures would be insignificant and there would be
no impact to other comprehensive income.

ii) Interest rate risk

The Company is exposed to interest rate risk from the possibility that changes in interest rates will affect future cash flows or the fair values of

its financial instruments. Amounts outstanding under the Company s revolving credit facility are subject to a floating rate. The Company s senior
notes are subject to a fixed rate. The Company s interest risk arises from long-term borrowings issued at fixed rates that create fair value interest
rate risk and variable borrowings that create cash flow interest rate risk. Changes in market interest rates cause the fair value of long-term debt
with fixed interest rates to fluctuate but do not affect earnings, as the Company s debt is carried at amortized cost and the carrying value does not
change as interest rates change.

In some circumstances, floating rate funding may be used for short-term borrowings and other liquidity requirements. The Company may use
derivative instruments to manage interest rate risk. The Company manages its interest rate risk exposure by using a mix of fixed and variable
rate debt and may use derivative instruments to achieve the desired proportion of variable to fixed-rate debt.

In conjunction with the cross-currency swap agreement discussed in note 15(c)(i) above, the Company also entered into a U.S. Dollar interest
rate swap and a Canadian Dollar interest rate swap with the net effect of economically converting the 8 3/4% rate payable on the 83/4% senior
notes into a fixed rate of 9.889% for the duration that the 8 3/4% senior notes are outstanding. These derivative financial instruments were not
designated as hedges for accounting purposes.

As aresult of the U.S. Dollar interest swap cancellation described in note 15(c)(i), the Company is exposed to changes in interest rates. The
Company has a fixed semi-annual coupon payment of 8 3/4% on its U.S. $200.0 million senior notes. With the termination of the U.S. Dollar
interest rate swap, the Company will no longer receive fixed U.S. Dollar payments from the counterparties to offset the coupon payment on its
senior notes. As a result of this termination, the Company s effective annual interest costs at the current LIBOR rate will increase by U.S. $8.5
million. In addition, the Company is now exposed to interest rate risk where a 100 basis point increase (decrease) in the three month U.S. Dollar
LIBOR rate will result in a U.S. $2.0 million decrease (increase) in effective annual interest costs.

At September 30, 2009 and March 31, 2009, the notional principal amounts of the interest rate swaps were U.S. $200.0 million and Canadian
$263.0 million.

As at September 30, 2009, holding all other variables constant, a 100 basis point increase (decrease) to Canadian interest rates would impact the
fair value of the interest rate swaps by $3.9 million with this change in fair value being recorded in net income. As at September 30, 2009,
holding all other variables constant, a 100 basis point increase (decrease) to U.S. interest rates would impact the fair value of the interest rate
swaps by $0.1 million with this change in fair value being recorded in net income. As at September 30, 2009, holding all other variables
constant, a 100 basis point increase (decrease) of Canadian to U.S. interest rate volatility would impact the fair value of the interest rate swaps
by $nil million with this change in fair value being recorded in net income.

At September 30, 2009, the Company held $33.0 million of floating rate debt pertaining to its Term Facility (March 31, 2009  $nil). As at
September 30, 2009, holding all other variables constant, a 100 basis point increase (decrease) to interest rates on floating rate debt will result in
$0.3 million increase (decrease) in annual interest expense. This assumes that the amount of floating rate debt remains unchanged from that
which was held at September 30, 2009.

Table of Contents 48



Edgar Filing: North American Energy Partners Inc. - Form 6-K

d) Credit risk
Credit risk is the risk that financial loss to the Company may be incurred if a customer or counterparty to a financial instrument fails to meet its
contractual obligations. The Company manages the credit risk associated with its cash by holding its funds with what it believes to be reputable

financial institutions. The Company is also exposed to credit risk through its accounts receivable and unbilled revenue. Credit risk for trade and
other accounts receivables, and unbilled revenue are managed through established credit monitoring activities.

The Company has a concentration of customers in the oil and gas sector. The concentration risk is mitigated primarily by the customers being
large investment grade organizations. The credit worthiness of new customers is subject to review by management through consideration of the
type of customer and the size of the contract.
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At September 30, 2009 and March 31, 2009, the following customers represented 10% or more of accounts receivable and unbilled revenue:

September 30, March 31,

2009 2009
Customer A 33% 29%
Customer B 24% 17%
Customer C 8% 11%
Customer D 7% 13%

The Company reviews its accounts receivable amounts regularly and amounts are written down to their expected realizable value when
outstanding amounts are determined not to be fully collectible. This generally occurs when the customer has indicated an inability to pay, the
Company is unable to communicate with the customer over an extended period of time, and other methods to obtain payment have been
considered and have not been successful. Bad debt expense is charged to net income in the period that the account is determined to be doubtful.
Estimates of the allowance for doubtful accounts are determined on a customer-by-customer evaluation of collectability at each reporting date
taking into consideration the following factors: the length of time the receivable has been outstanding, specific knowledge of each customer s
financial condition and historical experience.

The Company s maximum exposure to credit risk for accounts receivable and unbilled revenue is as follows:

September 30, March 31,

2009 2009
Trade accounts receivables $84,300 $76,499
Other receivables 2,404 1,824
Total accounts receivable $86,704 $78,323
Unbilled revenue $67,454 $55,907

On a geographic basis as at September 30, 2009, approximately 97% (March 31, 2009 99%) of the balance of trade accounts receivable (before
considering the allowance for doubtful accounts) was due from customers based in Western Canada.

Payment terms are generally net 30 days. As at September 30, 2009 and March 31, 2009, trade receivables are aged as follows:

September 30, March 31,

2009 2009
Not past due $63,704 $47,197
Past due 1-30 days 6,362 13,282
Past due 31-60 days 4,304 2,085
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More than 61 days 9,930

Total $84,300

13,935

$76,499

As at September 30, 2009, the Company has recorded an allowance for doubtful accounts of $2,104 (March 31,2009  $2,597) of which 100%

relates to amounts that are more than 61 days past due.

The allowance is an estimate of the September 30, 2009 trade receivable balances that are considered uncollectible. Changes to the allowance

are as follows:

September 30,
2009
Opening balance $2,597
Payments received on provided balances (275)
Current year allowance 176
‘Write-offs (394)
Ending balance $2,104
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March 31,
2009
$742
(100)
4,324
(2,369)

$2,597
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Credit risk on derivative financial instruments arises from the possibility that the counterparties to the agreements may default on their respective
obligations under the agreements. This credit risk only arises in instances where these agreements have positive fair value for the Company.

16. Other information

a) Supplemental cash flow information

Cash paid during the period for:

Interest

Income taxes

Cash received during the period for:

Interest

Income taxes

Non-cash transactions:

Acquisition of property, plant and equipment by means of capital leases
Lease inducements

b) Net change in non-cash working capital

Operating activities:

Accounts receivable

Allowance for doubtful accounts
Unbilled revenue

Inventory

Prepaid expenses and deposits
Accounts payable

Accrued liabilities

Long term accrued liabilities

Billings in excess of costs incurred and estimated earnings on uncompleted contracts

Investing activities:
Accounts payable
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Three Months Ended Six Months Ended

September 30, September 30,
2009 2008 2009 2008
$5,573 $353 $25,241 $13,821
1,545 7,608
2,780 1 6,140 6
62 62
33 3,952 656 5,116
195 195
Three Months Ended Six Months Ended
September 30, September 30,
2009 2008 2009 2008

$(12,339)  $(11,400)

(416) 1,291
(9,060) (20,627)
(2,303) (2,502)

1,467 207
14,449 (14,553)
5,869 9,243
2,569 (285)
2,128 1,265

$2,364  $(37,361)

$3.919  $(38,215)

$(3.977)  $26,712
(493) 1,300
(11,547)  (39,277)
1,794 (4,206)
(1,282) 913
9343  (22,591)
(15,042) (6,342)
2,836 245
2,042 8,821

$(16,326)  $(34,425)

$2,647 $5,259
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c) Income taxes

Income tax expense as a percentage of income before income taxes for the three and six months ended September 30, 2009 and the three and six
months ended September 30, 2008 differs from the statutory rate of 28.91% and 29.38% respectively, primarily due to the impact of changes in
enacted tax rates and the benefit from changes in the timing of the reversal of temporary differences.

17. Segmented information
a) General overview

The Company operates in the following reportable operating segments, which follow the organization, management and reporting structure
within the Company:

Heavy Construction and Mining:
The Heavy Construction and Mining segment provides mining and site preparation services, including overburden removal and reclamation
services, project management and underground utility construction and equipment rental, to a variety of customers throughout Canada.
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(Unaudited)

Piling:
The Piling segment provides deep foundation construction and design build services to a variety of industrial and commercial customers
throughout Western Canada and Ontario.

Pipeline:
The Pipeline segment provides both small and large diameter pipeline construction and installation services as well as equipment rental to
energy and industrial clients throughout Western Canada.

The accounting policies of the reportable operating segments are the same as those described in the significant accounting policies in note 3.
Certain business units of the Company have been aggregated into the Heavy Construction and Mining segment as they have similar economic
characteristics. These business units are considered to have similar economic characteristics based on similarities in the nature of the services
provided, the customer base and the resources used to provide these services.

b) Results by business segment

Heavy
Construction
Three Months Ended September 30, 2009 and Mining Piling Pipeline Total
Revenues from external customers $154,055 $15,058 $1,589 $170,702
Depreciation of property, plant and equipment 9,199 845 25 10,069
Segment profits 21,922 1,950 (137) 23,735
Segment assets 407,793 95,451 8,074 511,318
Capital expenditures 19,382 19,382
Heavy
Construction
Three Months Ended September 30, 2008 and Mining Piling Pipeline Total
Revenues from external customers $176,073  $48,642  $55,568 $280,283
Depreciation of property, plant and equipment 7,390 874 338 8,602
Segment profits 26,647 11,045 7,950 45,642
Segment assets 534,569 142,593 74,968 752,130
Capital expenditures 13,776 1,325 421 15,522
Heavy
Construction
Six Months Ended September 30, 2009 and Mining Piling Pipeline Total
Revenues from external customers $285,881  $29,676 $1,664 $317,221
Depreciation of property, plant and equipment 15,921 1,407 247 17,575
Segment profits 45,437 4,634 229 50,300
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Segment assets
Capital expenditures

Six Months Ended September 30, 2008

Revenues from external customers
Depreciation of property, plant and equipment
Segment profits

Segment assets

Capital expenditures

Table of Contents

407,793
36,054

Heavy

Construction

and Mining
$365,479
12,491
41,572
534,569
54,854

95,45

Piling
$91,145
1,694
19,706
142,593
7,155

1
2

8,074

Pipeline
$82,646
564
16,875
74,968
5,070

511,318
36,056

Total
$539,270
14,749
78,153
752,130
67,079
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¢) Reconciliations

i) Income before income taxes

Three Months Ended Six Months Ended
September 30, September 30,
2009 2008 2009 2008

Total profit for reportable segments $23,735  $45,642 $50,300 $78,153
Less: unallocated corporate expenses
General and administrative costs 13,918 19,359 28,894 38,590
Loss on disposal of property, plant and equipment 260 1,612 301 2,756
Loss (gain) on disposal of assets held for sale 41 2 (276) 24
Amortization of intangible assets 417 374 910 659
Equity in loss of unconsolidated joint venture 223 32
Interest expense, net 6,409 7,003 12,961 13,957
Foreign exchange (gain) loss (18,045) 8,350 (37,481) 6,686
Realized and unrealized loss on derivative financial instruments 25,154 2,478 35,175 945
Other (income) expenses (200) 3) 333 21)
Unallocated equipment (recoveries) and costs @ (10,061) 935 (8,636)  (7,879)
Income before income taxes $5,619 $5,532 $18,087  $22,436

(i) Unallocated equipment costs represent actual equipment costs, including non-cash items such as depreciation, which have not been allocated to reportable
segments. Unallocated equipment recoveries arise when actual equipment costs charged to the reportable segment exceed actual equipment costs incurred.
ii) Total assets

September 30, March 31,

2009 2009

Total assets for reportable segments $511,318 $470,667
Corporate assets:

Cash 97,491 98,880
Property, plant and equipment 25,757 19,890
Deferred income taxes 18,503 19,465
Other 20,953 20,373
Total corporate assets 162,704 158,608
Total assets $674,022 $629,275
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The Company s goodwill of $25,361 is assigned to the Piling segment. All of the Company s assets are located in Canada.

iii) Depreciation of property, plant and equipment

Three Months Ended Six Months Ended
September 30, September 30,
2009 2008 2009 2008
Total depreciation for reportable segments $10,069  $8,602 $17,575 $14,749
Depreciation for corporate assets 1,357 1,640 2,575 3,316

Total depreciation $11,426 $10,242 $20,150 $18,065
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iv) Capital expenditures for property, plant and equipment

Three Months Ended Six Months Ended
September 30, September 30,
2009 2008 2009 2008

Total capital expenditures for reportable segments $19,382 $15,522 $36,056 $67,079
Capital expenditures for corporate assets 4,173 655 7,209 1,847
Total capital expenditures $23,555 $16,177 $43,265 $68,926
d) Customers
The following customers accounted for 10% or more of total revenues:

Three Months Ended Six Months Ended

September 30, September 30,
2009 2008 2009 2008

Customer A 55% 27% 55% 26%
Customer B 13% 10% 16% 13%
Customer C 12% 15% 11% 15%
Customer D 5% 13% 5% 17%
Customer E 20% 14%

The revenue by major customer was earned in Heavy Construction and Mining, Piling and Pipeline segments.

18. Stock-based compensation plan
a) Share option plan

Under the 2004 Amended and Restated Share Option Plan, directors, officers, employees and certain service providers to the Company are
eligible to receive stock options to acquire voting common shares in the Company. Each stock option provides the right to acquire one common
share in the Company and expires ten years from the grant date or on termination of employment. Options may be exercised at a price
determined at the time the option is awarded, and vest as follows: no options vest on the award date and twenty percent vest on each subsequent
anniversary date.

Three Months Ended September 30,
2009 2008
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Outstanding, beginning of period
Granted

Exercised

Forfeited

Outstanding, end of period

Outstanding, beginning of period
Granted

Exercised

Forfeited

Outstanding, end of period
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Number of
options

2,181,504

(26,880)

2,154,624

Number of
options
2,071,884
160,000
(40,000)
(37,260)

2,154,624

Weighted average
exercise price
($ per share)
7.64

(9.09)

7.62

Number of
options

1,828,364

125,000
(2,000)
(17,200)

1,934,164

Six Months Ended September 30,

2009
Weighted average
exercise price
($ per share)
7.53
8.28
5.00
(8.37)

7.62

Number of
options
2,036,364
125,000
(109,000)
(118,200)

1,934,164

Weighted average
exercise price
($ per share)
7.44
16.19
(13.50)
(15.21)

7.93

2008
Weighted average
exercise price
($ per share)
7.54
16.19
(6.45)
(11.30)

7.93
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At September 30, 2009, the weighted average remaining contractual life of outstanding options is 6.7 years (March 31, 2009 7.0 years). At
September 30, 2009, the Company had 1,198,576 exercisable options (March 31, 2009  1,055,924) with a weighted average exercise price of
$6.02 (March 31,2009  $5.85).

For the six months ended September 30, 2009, the 40,000 options exercised were settled in cash.

The Company recorded $425 and $1,354 of compensation expense related to the stock options for the three and six months ended September 30,
2009, respectively (three and six months ended September 30, 2008  $693 and $962 respectively), with such amount being credited to additional
paid-in capital. As at September 30, 2009, the total compensation costs related to non-vested awards not yet recognized was $3,295 and these
costs are expected to be recognized over a weighted average period of 3.2 years.

The fair value of each option granted by the Company was estimated on the grant date using the Black-Scholes option-pricing model with the
following assumptions:

Three Months Ended Six Months Ended
September 30, September 30,

2009 2008 2009 2008
Number of options granted 125,000 160,000 125,000
Weighted average fair value per option granted ($) 6.43 5.89 6.43
Weighted average assumptions:
Dividend yield Nil% Nil% Nil%
Expected volatility 47.26% 77.47%  47.26%
Risk-free interest rate 3.59% 3.44% 3.59%
Expected life (years) 6.5 6.5 6.5

The Company uses company specific historical data to estimate the expected life of the option, such as employee option exercise and employee
post-vesting departure behavior. Since the Company s shares have been publicly traded for a period that is shorter than the expected life of the
share option, expected volatility is estimated based on the historical volatility of a peer group of similar entities in addition to its own historical
volatility.

b) Deferred performance share unit plan
On March 19, 2008, the Company approved a Deferred Performance Share Unit ( DPSU ) Plan which became effective April 1, 2008.

DPSUs will be granted effective April 1 of each fiscal year in respect of services to be provided in that fiscal year and the following two fiscal
years. The DPSUs vest at the end of a three-year term and are subject to the performance criteria approved by the Compensation Committee of
the Board of Directors at the date of grant. Such performance criterion includes the passage of time and is based upon return on invested capital
calculated as operating income divided by average operating assets. The date of the third fiscal year-end following the date of the grant of
DPSUs is the maturity date for such DPSUs. At the maturity date, the Compensation Committee assesses the participant against the performance
criteria and determines the number of DPSUs that have been earned (earned DPSUs).

The settlement of the participant s entitlement is made either in cash in an amount equivalent to the number of earned DPSUs multiplied by the
value of the Company s common shares at the date of maturity or in a number of common shares equal to the number of earned DPSUs. If settled
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in common shares, the common shares are purchased on the open market or through the issuance of shares from treasury.
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The fair value of each unit under the DPSU Plan was estimated on the date of the grant using Black-Scholes option pricing model. The weighted

average assumptions used in estimating the fair value of the units issued under the DPSU Plan are as follows:

Three Months Ended
September 30,
2009 2008

Number of units granted

Weighted average fair value per unit granted ($)
Weighted average assumptions:

Dividend yield

Expected volatility

Risk-free interest rate

Expected life (years)

Six Months Ended
September 30,
2009 2008
748,791 111,020

3.65 12.34
Nil% Nil%
95.49% 56.25%
1.35% 2.83%
3.0 3.0

Since the Company s shares have been publicly traded for a period that is shorter than the expected life of the DPSU, expected volatility is
estimated based on the average historical volatility of a peer group of similar entities in addition to its own historical volatility.

Three Months Ended
September 30,
2009 2008
Number of Units
Outstanding, beginning of period 820,795 111,020
Granted
Exercised
Forfeited (12,894) (9,384)
Outstanding, end of period 807,901 101,636

The weighted average exercise price per unit is $nil.

Six Months Ended
September 30,
2009 2008
Number of Units
91,005
748,791 111,020
(31,895) (9,384)
807,901 101,636

At September 30, 2009, the weighted average remaining contractual life of outstanding DPSU Plan units is 2.39 years (March 31, 2009 2.0
years). For the three and six months ended September 30, 2009, respectively, the Company granted nil and 748,791 units under the Plan and
recorded compensation expense of $64 and $278 respectively (three and six months ended September 30, 2008  $29 and $142 respectively)
which is included in general and administrative costs. This compensation expense was adjusted based upon management s assessment of
performance against return on invested capital targets and the ultimate number of units expected to be issued. As at September 30, 2009, there
was approximately $1,861 of total unrecognized compensation cost related to non-vested share-based payment arrangements under the DPSU
Plan, which is expected to be recognized over a weighted average period of 2.39 years and is subject to performance adjustments.
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¢) Director s deferred stock unit plan

On November 27, 2007, the Company approved a Directors Deferred Stock Unit ( DDSU ) Plan, which became effective January 1, 2008. Under
the DDSU Plan, non-officer directors of the Company receive 50% of their annual fixed remuneration (which is included in general and
administrative expenses in the Consolidated Statements of Operations and Comprehensive Income) in the form of DDSUs and may elect to

receive all or a part of their annual fixed remuneration in excess of 50% in the form of DDSUs. The number of DDSUs to be credited to the
participants deferred unit account shall be determined by dividing the amount of the participant s deferred remuneration by the fair market value
per common share on the date the DDSUs are credited to the Participant (the date the services are rendered by the participant). The DDSUs vest
immediately upon grant and are only redeemable upon death or retirement of the participant for cash determined by the market price of the
Company s common shares for the five trading days immediately preceding death or retirement. Directors, who are not U.S. taxpayers, may elect
to defer the maturity date until a date no later than December 1st of the calendar year following the year in which the actual maturity date

occurred.

Three Months Ended Six Months Ended

September 30, September 30,
2009 2008 2009 2008
Number of Units Number of Units
Outstanding, beginning of period 173,008 20,774 139,691 11,822
Granted 36,706 17,487 70,023 26,439
Outstanding, end of period 209,714 38,261 209,714 38,261

For the three and six months ended September 30, 2009, the Company recorded an expense of $143 and $817 respectively, which is included in
general and administrative costs (three and six months ended September 30, 2008 $(38) recovery and $231 respectively) related to the grants of
DDSUs.

At September 30, 2009, the redemption value of these units was $6.50/unit (March 31,2009  $3.91/unit). There is no unrecognized
compensation expense related to the DDSUs, since these awards vest immediately when granted.

19. Contingencies

During the normal course of the Company s operations, various legal and tax matters are pending. In the opinion of management, these matters
will not have a material effect on the Company s consolidated financial position or results of operations.

20. Seasonality

The Company generally experiences a decline in revenues during the first quarter of each fiscal year due to seasonality, as weather conditions
make operations in the Company s operating regions difficult during this period. The level of activity in the Heavy Construction and Mining and
Pipeline segments declines when frost leaves the ground and many secondary roads are temporarily rendered incapable of supporting the weight
of heavy equipment. The duration of this period is referred to as spring breakup and has a direct impact on the Company s activity levels.
Revenues during the fourth quarter of each fiscal year are typically highest as ground conditions are most favorable in the Company s operating
regions. As a result, full-year results are not likely to be a direct multiple of any particular quarter or combination of quarters. In addition to
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revenue variability, gross margins can be negatively impacted in less active periods because the Company is likely to incur higher maintenance
and repair costs due to its equipment being available for service.

21. Claims revenue

For the three and six months ended September 30, 2009, due to the timing of receipt of signed change orders, the Heavy Construction and
Mining segment had approximately $0.2 million and $0.9 million respectively in claims revenue recognized to the extent of costs incurred, the
Piling segment had $0.2 million and $0.2 million respectively in claims revenue recognized to the extent of costs incurred, and the Pipeline
segment had $1.5 million and $1.5 million respectively in claims revenue recognized to the extent of costs incurred.
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22. Comparative figures

Certain of the comparative figures have been reclassified from statements previously presented to conform to the presentation of the current
period consolidated financial statements.

23. Subsequent events

On December 1, 2009, the Company was notified by a major customer that they had reduced the letter of credit required to support performance
guarantees from $20.0 million to $10.0 million. As a result of this notification, the borrowing capacity under the Company s Revolving Facility
increased $10.0 million. Effective January 6, 2010, the Company s borrowing availability was $79.6 million.

On April 7, 2010, the Company issued, through private placement in Canada and the U.S., $225.0 million of 9.125% Series 1 Senior Unsecured
Debentures (the Debentures ). The Debentures mature on April 7, 2017. The Debentures will bear interest from the date of issue at 9.125% per
annum and such interest is payable in equal installments semi-annually in arrears on April 7 and October 7 in each year, commencing on
October 7, 2010.

The Debentures are unsecured senior obligations and rank equally with all other existing and future unsecured senior debt and senior to any
subordinated debt that may be issued by the Company or any of its subsidiaries. The Debentures are effectively subordinated to all secured debt
to the extent of collateral on such debt.

At any time prior to April 7, 2013, the Company may redeem up to 35% of the aggregate principal amount of the Debentures, with the net cash
proceeds of one or more of the Company s Public Equity Offerings at a redemption price equal to 109.125% of the principal amount; plus
accrued and unpaid interest to the date of redemption, so long as:

i) atleast 65% of the original aggregate amount of the Debentures remains outstanding after each redemption; and

ii)  any redemption by the Company is made within 90 days of the equity offering.

At any time prior to April 7, 2013, the Company may on one or more occasions redeem the Debentures, in whole or in part, at a redemption
price which is equal to the greater of (a) the Canada Yield Price and (b) 100% of the aggregate principal amount of Debentures redeemed, plus,
in each case, accrued and unpaid interest to the redemption date (subject to the right of holders of record on the relevant record date to receive
interest due on the relevant interest payment date).

The Debentures are redeemable at the option of the Company, in whole or in part, at any time on or after: April 7, 2013 at 104.563% of the
principal amount; April 7, 2014 at 103.042% of the principal amount; April 7, 2015 at 101.520% of the principal amount; April 7, 2016 and
thereafter at 100% of the principal amount; plus, in each case, interest accrued to the redemption date.

If a change of control occurs, the Company will be required to offer to purchase all or a portion of each Debenture holder s Debentures, at a
purchase price in cash equal to 101% of the principal amount of the Debentures offered for repurchase plus accrued interest to the date of
purchase.
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On April 8, 2010, the Company settled the cross-currency and interest rate swaps for a total of $92.5 million. On April 28, 2010, the Company
redeemed the 83/4% senior notes for a total of $207.6 million and wrote off deferred financing costs of $4.5 million. These payments were
funded by the net proceeds received from the issuance of the Debentures and available cash on hand.

On April 30, 2010, the Company entered into an amended and restated credit agreement to extend the term of the credit facilities and increase
the amount of the term loans. The new credit facilities provide for total borrowings of up to $163.4 million (previously $125.0 million) under
which revolving loans, term loans and letters of credit may be issued. The Revolving Facility of $85.0 million (previously $90.0 million) was
undrawn at closing. The new agreement includes two term facilities providing for borrowings of up to $78.4 million. At April 30, 2010, the
Term A Facility and Term B Facility were both fully drawn at $28.4 million and $50.0 million, respectively. The new facilities mature on
April 30, 2013.

Advances under the Revolving Facility may be repaid from time to time at the Company s option. The term facilities include mandatory
repayments totaling $10.0 million per year with $2.5 million paid on the last day of each quarter commencing June 30, 2010. In addition, the
Company must make annual payments within 120 days of the end of its fiscal year in the amount of 50% of Consolidated Excess Cash Flow (as
defined in the credit agreement) to a maximum of $4.0 million.

33

Table of Contents 66



Edgar Filing: North American Energy Partners Inc. - Form 6-K

Table of Conten

Notes to Interim Consolidated Financial Statements
For the three and six months ended September 30, 2009
(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

Interest on Canadian base rate loans is paid at variable rates based on the Canadian prime rate plus the applicable pricing margin (as defined
within the credit agreement). Interest on US base rate loans is paid at a rate per annum equal to the US base rate plus the applicable pricing
margin. Interest on prime and US base rate loans is payable monthly in arrears and computed on the basis of a 365 day or 366 day year, as the
case may be. Interest on LIBOR loans is paid during each interest period at a rate per annum, calculated on a 360 day year, equal to the LIBOR
rate with respect to such interest period plus the applicable pricing margin.

Subsequent to March 31, 2010, the Company recorded additional financing costs on the Debentures and the amended credit agreement of $6.9
million and $1.0 million respectively. These additional costs will be recorded as deferred financing costs in the Interim Consolidated Balance
Sheets.

24. United States and Canadian accounting policy differences

These consolidated financial statements have been prepared in accordance with U.S. GAAP, which differs in certain respects from Canadian
GAAP. If Canadian GAAP were employed, the Company s net income would be adjusted as follows:

Canadian

Consolidated Statements of Operations, Comprehensive Income and GAAP

Us. (restated
Deficit Three months ended September 30, 2009 GAAP Adjustments see note 24(i))
Revenue (g) $170,702 $408 $171,110
Project costs (g) 65,437 522 65,959
Equipment costs 44,359 44,359
Equipment operating lease expense 15,684 15,684
Depreciation (a) 11,426 31) 11,395
Gross profit 33,796 (83) 33,713
General and administrative costs (c) 13,918 97 14,015
Loss on disposal of property, plant and equipment 260 260
Loss on disposal of assets held for sale 41 41
Amortization of intangible assets (b) 417 204 621
Equity in loss of unconsolidated joint venture (g) 223 (223)
Operating income before the undernoted 18,937 (161) 18,776
Interest expense, net (b) 6,409 (619) 5,790
Foreign exchange gain (b) (18,045) 183 (17,862)
Realized and unrealized loss on derivative financial instruments (d) 25,154 (2,328) 22,826
Other income (200) (200)
Income before income taxes 5,619 2,603 8,222
Income taxes:
Current income taxes 1,264 1,264
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Deferred income taxes (h)

Net income and comprehensive income for the period
Deficit, beginning of period

Deficit, end of period
Net income per share basic

Net income per share diluted
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4,299
(148,178)

$(143,879)
$0.12

$0.12

411

2,192
269

$2,461

$0.06

$0.06

467

6,491
(147,909)

$(141,418)
$0.18

$0.18
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Consolidated Statements of Operations, Comprehensive Income and

Deficit - Six months ended September 30, 2009
Revenue (g)

Project costs (g)

Equipment costs

Equipment operating lease expense
Depreciation (a)

Gross profit

General and administrative costs (c)

Loss on disposal of property, plant and equipment
Gain on disposal of assets held for sale
Amortization of intangible assets (b)

Equity in loss of unconsolidated joint venture (g)

Operating income before the undernoted

Interest expense, net (b)

Foreign exchange gain (b)

Realized and unrealized loss on derivative financial instruments (d)
Other expenses

Income before income taxes
Income taxes:

Current income taxes
Deferred income taxes (h)

Net income and comprehensive income for the period
Deficit, beginning of period

Deficit, end of period
Net income per share basic

Net income per share diluted
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u.s.
GAAP
$317,221
119,699
90,403
28,033
20,150

58,936
28,894
301

(276)
910
32

29,075
12,961
(37,481)
35,175

333

18,087

1,264
2,597

14,226
(158,105)

$(143,879)
$0.39

$0.39

Adjustments
$992
813

(62)

241
187

413
(32

(327)

(1,203)
404

(2,328)

2,800

465

2,335
126

$2,461

$0.07

$0.06

Canadian

GAAP
(restated
see note 24(i))

$318,213
120,512
90,403
28,033
20,088

59,177
29,081
301
(276)
1,323

28,748
11,758
(37,077)
32,847

333

20,887

1,264
3,062

16,561
(157,979)

$(141,418)
$0.46

$0.45
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Consolidated Statements of Operations, Comprehensive Income (Loss) and

Deficit Three months ended September 30, 2008
Revenue

Project costs

Equipment costs

Equipment operating lease expense
Depreciation (a)

Gross profit

General and administrative costs (c)

Loss on disposal of property, plant and equipment
Loss on disposal of assets held for sale
Amortization of intangible assets (b)

Operating income before the undernoted

Interest expense, net (b)

Foreign exchange loss (b)

Realized and unrealized loss on derivative financial instruments (d)
Other income

Income before income taxes
Income taxes:

Current income taxes
Deferred income taxes (h)

Net income (loss) and comprehensive income (loss) for the period
Deficit, beginning of period

Deficit, end of period
Net income (loss) per share basic

Net income (loss) per share diluted
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u.s.
GAAP

$280,283
154,961
60,787
9,586
10,242

44,707
19,359
1,612
2

374

23,360
7,003
8,350
2,478

3
5,532

62
2,555

2,915
(8,944)

$(6,029)
$0.08

$0.08

Adjustments

$

(€1Y)

31
(14)

209

(164)

(563)

(114)
5,140

(4,627)

(595)

(4,032)
3,423

$(609)
$(0.11)

$(0.11)

Canadian
GAAP

(restated
see note 24(i))
$280,283
154,961
60,787
9,586
10,211

44,738
19,345
1,612
2

583

23,196
6,440
8,236
7,618

3)
905

62
1,960

(1,117)
(5,521)

$(6,638)
$(0.03)

$(0.03)
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For the three and six months ended September 30, 2009

(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

Consolidated Statements of Operations, Comprehensive Income and

Deficit - Six months ended September 30, 2008
Revenue

Project costs

Equipment costs

Equipment operating lease expense
Depreciation (a)

Gross profit

General and administrative costs (c)

Loss on disposal of property, plant and equipment
Loss on disposal of assets held for sale
Amortization of intangible assets (b)

Operating income before the undernoted

Interest expense, net (b)

Foreign exchange loss (b)

Realized and unrealized loss on derivative financial instruments (d)
Other income

Income before income taxes
Income taxes:

Current income taxes
Deferred income taxes (h)

Net income and comprehensive income for the period
Deficit, beginning of period as previously reported
Change in accounting policy related to inventories (f)
Deficit, end of period

Net income per share basic

Net income per share diluted
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u.s.
GAAP

$539,270
303,592
113,197
18,384
18,065

86,032
38,590
2,756
24

659

44,003
13,957
6,686
945
@1

22,436

62
5,702

16,672
(22,701)

$(6,029)
$0.46

$0.45

Adjustments

$

(62)

62
(29)

418
(327)
(1,068)

O
4,408

(3,576)

(368)
(3,208)
1,608

991
$(609)
$(0.09)

$(0.09)

Canadian

GAAP

(restated
see note 24(i))
$539,270
303,592
113,197
18,384
18,003

86,094
38,561
2,756
24
1,077

43,676
12,889
6,595
5,353
@1

18,860

62
5,334

13,464
(21,093)
991

$(6,638)

$0.37

$0.36

37
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For the three and six months ended September 30, 2009

(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

The cumulative effect of material differences between U.S. and Canadian GAAP on the Consolidated Balance Sheets of the Company is as

follows:

Consolidated Balance Sheets ~ September 30, 2009
Assets

Current assets:

Cash and cash equivalents (g)

Accounts receivable, net (g)

Unbilled revenue (g)

Inventories

Prepaid expenses and deposits (g)

Deferred tax assets

Prepaid expenses and deposits

Assets held for sale

Property, plant and equipment (a)

Intangible assets (b)

Deferred financing costs (b)

Investment in and advances to unconsolidated joint venture (g)
Goodwill

Deferred tax assets

Liabilities and Shareholders Equity
Current liabilities:

Accounts payable (g)

Accrued liabilities

Billings in excess of costs incurred and estimated earnings on uncompleted contracts

Current portion of capital lease obligations
Current portion of derivative financial instruments
Current portion of long term debt

Deferred tax liabilities

Deferred lease inducements
Long term accrued liabilities
Capital lease obligations
Long term debt
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u.s.
GAAP

$97,491
86,704
67,454
10,079
7,443
7,307

276,478
2,100
2,857

341,208
6,478
7,390

954
25,361
11,196

$674,022

$69,536
31,149
4,197
5,295
11,256
7,591
8,326

137,350
970
9,970
9,898
25,409

Adjustments

$225
1,189
161

10

1,585

(598)
1,470
(7,390)

(954)

$ (5887

$631

631

Canadian
GAAP
(restated
see note 24(i))

$97,716
87,893
67,615
10,079
7,453
7,307

278,063
2,100
2,857

340,610
7,948

25,361
11,196

$668,135

$70,167
31,149
4,197
5,295
11,256
7,591
8,326

137,981
970
9,970
9,898
25,409
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Senior notes (b) and (d)

Director deferred stock unit liability
Derivative financial instruments
Asset retirement obligation
Deferred tax liabilities (h)

Shareholders equity:

Common shares (authorized unlimited number of voting and non-voting common shares;
issued and outstanding ~ September 30, 2009 36,038,476 voting common shares (March
31,2009 36,038,476 voting common shares)) (e)

Additional paid-in capital (c) and (h)

Deficit (a) to (d) and (f) to (h)
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214,744
1,363
74,618
343
32,773

507,438

303,431
7,032
(143,879)

166,584

$674,022

$

(4,348)

(958)

(4,675)

(3,458)
(215)
2,461

(1212)

(5,887)

210,396
1,363
74,618
343
31,815

502,763

299,973
6,817
(141,418)

165,372

$668,135
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(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)
u.s.

Consolidated Balance Sheets March 31, 2009 GAAP Adjustments
Assets
Current assets:
Cash and cash equivalents $98,880 $
Accounts receivable, net 78,323
Unbilled revenue 55,907
Inventories 11,814
Prepaid expenses and deposits 4,781
Deferred tax assets 7,033

256,738
Prepaid expenses and deposits 3,504
Assets held for sale 2,760
Property, plant and equipment (a) 316,115 (660)
Intangible assets (b) 5,944 767
Deferred financing costs (b) 7,910 (7,910)
Goodwill 23,872
Deferred tax assets 12,432

$629,275 $(7,803)

Liabilities and Shareholders Equity
Current liabilities:
Accounts payable $56,204 $
Accrued liabilities 45,001
Billings in excess of costs incurred and estimated earnings on uncompleted contracts 2,155
Current portion of capital lease obligations 5,409
Current portion of derivative financial instruments 11,439
Deferred tax liabilities 7,749

127,957
Deferred lease inducements 836
Long term accrued liabilities 7,134
Capital lease obligations 12,075
Senior notes (b) and (d) 255,756 (2,857)
Director deferred stock unit liability 546
Derivative financial instruments 43,048
Asset retirement obligation 386
Deferred tax liabilities (h) 30,745 (1,423)

478,483 (4,280)
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Canadian
GAAP
(restated
see note 24(i))

$98.,880
78,323
55,907
11,814
4,781
7,033

256,738
3,504
2,760

315,455
6,711

23,872
12,432

$621,472

$56,204
45,001
2,155
5,409
11,439
7,749

127,957
836
7,134
12,075
252,899
546
43,048
386
29,322

474,203
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Shareholders equity:
Common shares (authorized unlimited number of voting and non-voting common shares;
issued and outstanding March 31, 2009 36,038,476 voting common shares (March 31, 2008

35,929,476 voting common shares)) (e) 303,431
Additional paid-in capital (c) and (h) 5,466
Deficit (a) to (d) and (f) to (h) (158,105)

150,792
$629,275
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(3,458)
(191)
126

(3,523)

$(7,803)

299,973
5,275
(157,979)

147,269

$621,472

39
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For the three and six months ended September 30, 2009

(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

The cumulative effect of material differences between U.S. and Canadian GAAP on the consolidated statement of cash flows of the Company is

as follows:

Consolidated Statements of Cash Flows Three months ended

September 30, 2009

Cash provided by (used in):

Operating activities:

Net income for the period

Items not affecting cash:

Depreciation

Equity in loss of unconsolidated joint venture
Amortization of intangible assets

Amortization of deferred lease inducements
Amortization of deferred financing costs

Loss on disposal of property, plant and equipment
Loss on disposal of assets held for sale
Unrealized foreign exchange gain on senior notes

Unrealized loss on derivative financial instruments measured at fair value

Stock-based compensation expense
Accretion of asset retirement obligation
Deferred income taxes

Net changes in non-cash working capital

Investing activities:

Acquisition

Purchase of property, plant and equipment

Addition to intangible assets

Additions to assets held for sale

Investment in and advances to unconsolidated joint venture
Proceeds on disposal of property, plant and equipment
Proceeds on disposal of assets held for sale

Net changes in non-cash working capital

Financing activities:

Repayment of long term debt

Increase in long term debt

Repayment of capital lease obligations
Cash settlement of stock options
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U.S. GAAP

$4,299

11,426
223
417

(35)
838
260
41
(18,060)

21,290

632
@1

56

2,364

23,730

(4,880)
(23,239)
(316)
(933)
(486)
558
152
3,919

(25,225)

(652)
21,200
(1,477)

(66)

Adjustments

$2,192
(31
(223)

204
(619)

183
(2,328)
(12)

411
(322)

(545)

486

486

Canadian
GAAP
(restated

see note 24(i))

$6,491
11,395

621
(35)
219
260
41
(17,877)
18,962
620
(21)
467
2,042

23,185

(4,880)
(23,239)
(316)
(933)

558
152
3,919

(24,739)

(652)
21,200
(1,477)

(66)
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Financing costs

Increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

40
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)
18,997

17,502
79,989

$97,491

(59)
284

$225

®
18,997

17,443
80,273

$97,716
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For the three and six months ended September 30, 2009

(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

Consolidated Statements of Cash Flows Six months ended

September 30, 2009

Cash provided by (used in):

Operating activities:

Net income for the period

Items not affecting cash:

Depreciation

Equity in loss of unconsolidated joint venture
Amortization of intangible assets

Amortization of deferred lease inducements
Amortization of deferred financing costs

Loss on disposal of property, plant and equipment
Gain on disposal of assets held for sale
Unrealized foreign exchange gain on senior notes

Unrealized loss on derivative financial instruments measured at fair value

Stock-based compensation expense
Accretion of asset retirement obligation
Deferred income taxes

Net changes in non-cash working capital

Investing activities:

Acquisition

Purchase of property, plant and equipment

Addition to intangible assets

Additions to assets held for sale

Investment in and advances to unconsolidated joint venture
Proceeds on disposal of property, plant and equipment
Proceeds on disposal of assets held for sale

Net changes in non-cash working capital

Financing activities:

Repayment of long term debt

Increase in long term debt

Repayment of capital lease obligations
Cash settlement of stock options
Financing costs

Decrease in cash and cash equivalents
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U.S. GAAP

$14,226

20,150
32
910
(61)
1,643
301
(276)
(37,600)
27,975
2,449
(12)
2,597
(16,326)

16,008

(4,880)
(42,460)
(805)
(933)
(986)
696
1,112
2,647

(45,609)

(652)
33,000
(2,947)

(66)
(1,123)

28,212

(1,389)

Adjustments

$2,335
(62)
(32)
413

(1,203)
404

(2,328)
(24)

465
(729)

(761)

986

986

225

Canadian
GAAP
(restated

see note 24(i))

$16,561
20,088

1,323
(61)

440

301
(276)
(37,196)

25,647

2,425
(12)

3,062
(17,055)

15,247

(4,880)
(42,460)
(805)
(933)

696

1,112
2,647

(44,623)
(652)
33,000
(2,947)
(66)
(1,123)
28,212

(1,164)
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Cash and cash equivalents, beginning of period 98,880

Cash and cash equivalents, end of period $97.,491

Table of Contents

$225

98,880

$97,716

41
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For the three and six months ended September 30, 2009

(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

Consolidated Statements of Cash Flows Three months ended

September 30, 2008

Cash provided by (used in):

Operating activities:

Net income (loss) for the period

Items not affecting cash:

Depreciation

Amortization of intangible assets

Amortization of deferred lease inducements
Amortization of deferred financing costs

Loss on disposal of property, plant and equipment
Loss on disposal of assets held for sale
Unrealized foreign exchange loss on senior notes

Unrealized loss on derivative financial instruments measured at fair value

Stock-based compensation expense
Accretion of asset retirement obligation
Deferred income taxes

Net changes in non-cash working capital

Investing activities:

Purchase of property, plant and equipment

Addition to intangible assets

Proceeds on disposal of property, plant and equipment
Proceeds on disposal of assets held for sale

Net changes in non-cash working capital

Financing activities:

Cheques issued in excess of cash deposits
Increase in long term debt

Repayment of capital lease obligations
Stock options exercised

Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period
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U.S. GAAP

$2,915

10,242
374
(27)
747
1,612
2
8,261
1,811
684
57
2,555
(37,361)

(8,128)

(15,396)
(781)
3,296
2
(38,215)

(51,094)

665
10,000
(1,465)

25

9,225

(49,997)
49,997

Adjustments

$(4,032)

(31
209

(563)

(114)
5,140

(14)

(595)

Canadian
GAAP
(restated

see note 24(i))

$(1,117)

10,211
583
27)
184
1,612
2
8,147
6,951
670
57
1,960
(37,361)

(8,128)

(15,396)
(781)
3,296
2
(38,215)

(51,094)
665
10,000

(1,465)
25

9,225

(49,997)
49,997
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(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

Consolidated Statement of Cash Flows Six months ended

September 30, 2008

Cash provided by (used in):

Operating activities:

Net income for the period

Items not affecting cash:

Depreciation

Amortization of intangible assets

Amortization of deferred lease inducements
Amortization of deferred financing costs

Loss on disposal of property, plant and equipment
Loss on disposal of assets held for sale
Unrealized foreign exchange loss on senior notes
Unrealized (gain) loss on derivative financial instruments measured at fair value
Stock-based compensation expense

Accretion of asset retirement obligation

Deferred income taxes

Net changes in non-cash working capital

Investing activities:

Purchase of property, plant and equipment

Addition to intangible assets

Proceeds on disposal of property, plant and equipment
Proceeds on disposal of assets held for sale

Net changes in non-cash working capital

Financing activities:

Cheques issued in excess of cash deposits
Increase in long term debt

Repayment of capital lease obligations
Stock options exercised

Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period
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U.S. GAAP

$16,672

18,065
659
(53)
1,426
2,756
24
6,407
(389)
1,335
106
5,702
(34,425)

18,285

(67,394)

(1,532)
4,648
194
5,259

(58,825)

665
10,000
(2,690)

702

8,677

(31,863)
31,863

Canadian
GAAP
(restated

Adjustments see note 24(i))

$(3,208) $13,464

(62) 18,003

418 1,077
(53)

(1,068) 358

2,756

24

o1 6,316

4,408 4,019

(29) 1,306

106

(368) 5,334
(34,425)

18,285

(67,394)

(1,532)
4,648
194
5,259

(58,825)
665
10,000

(2,690)
702

8,677

(31,863)
31,863
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The areas of material difference between Canadian and U.S. GAAP and their impact on the Company s consolidated financial statements are
described below:

a) Capitalization of interest

U.S. GAAP requires capitalization of interest costs as part of the historical cost of acquiring certain qualifying assets that require a period of
time to prepare for their intended use. This is not required under Canadian GAAP. The capitalized amount is subject to depreciation in
accordance with the Company s policies when the asset is placed into service.

b) Financing costs, discounts and premiums

Under U.S. GAAP, deferred financing costs incurred in connection with the Company s senior notes are being amortized over the term of the
related debt using the effective interest method. Prior to April 1, 2007, for Canadian GAAP purposes, these transaction costs were recorded as a
deferred asset under Canadian GAAP and these deferred financing costs were being amortized on a straight-line basis over the term of the debt.

Effective April 1, 2007, the Company adopted CICA Handbook Section 3855, Financial Instruments Recognition and Measurement , on a
retrospective basis without restatement as described below. Although Section 3855 also requires the use of the effective interest method to
account for the amortization of finance costs, the requirement to bifurcate
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(Expressed in thousands of Canadian Dollars, except per share amounts or unless otherwise specified)

(Unaudited)

the issuer s early prepayment option on issuance of the debt (which is not required under U.S. GAAP) resulted in an additional premium that is
being amortized over the term of the debt under Canadian GAAP. In addition, foreign denominated transaction costs, discounts and premiums
are considered as part of the carrying value of the related financial liability under Canadian GAAP and are subject to foreign currency gains or
losses resulting from periodic translation procedures as they are treated as a monetary item under Canadian GAAP. Under U.S. GAAP, foreign
denominated transaction costs are considered non-monetary and are not subject to foreign currency gains and losses resulting from periodic
translation procedures.

In connection with the adoption of Section 3855, transaction costs incurred in connection with the Company s revolving credit facility of $1,622
were reclassified from deferred financing costs to intangible assets on April 1, 2007 under Canadian GAAP and these costs continue to be
amortized on a straight-line basis over the term of the facility. Under U.S. GAAP, the Company continues to amortize these transaction costs
over the stated term of the related debt using the effective interest method. The Company discloses the financing costs for both the senior notes
and the revolving credit facility as deferred financing costs on the Consolidated Balance Sheets with the amortization charge classified as
interest on the Consolidated Statements of Operations and Comprehensive Income. Under Canadian GAAP, the financing costs related to the
senior notes are included in the Senior notes balance on the Consolidated Balance Sheets.

¢) Stock-based compensation

Up until April 1, 2006, the Company followed the provisions of ASC 718, Share-Based Payment (formerly Statement of Financial Accounting
Standards No. 123, Stock-Based Compensation ), for U.S. GAAP purposes. As the Company uses the fair value method of accounting for all
stock-based compensation payments under Canadian GAAP, there were no differences between Canadian and U.S. GAAP prior to April 1,

2006. On April 1, 2006, the Company adopted the provisions of Statement of Financial Accounting Standards No. 123(R), Share-Based Payment
( SFAS 123R ), which is now a part of ASC 718. As the Company used the minimum value method for purposes of complying with Statement of
Financial Accounting Standards No. 123, it was required to adopt the provisions under the revised guidance prospectively. Under Canadian
GAAP, the Company was permitted to exclude volatility from the determination of the fair value of stock options granted until the filing of its
initial registration statement relating to the initial public offering of voting shares on July 21, 2006. As a result, for options issued between

April 1, 2006 and July 21, 2006, there is a difference between Canadian and U.S. GAAP relating to the determination of the fair value of options
granted.

d) Derivative financial instruments

Under Canadian GAAP, the Company determined that the issuer s early prepayment option included in the senior notes should be bifurcated
from the host contract, along with a contingent embedded derivative in the senior notes that provides for accelerated redemption by the holders
in certain instances. These embedded derivatives were measured at fair value at the inception of the senior notes and the residual amount of the
proceeds was allocated to the debt. Changes in fair value of the embedded derivatives are recognized in net income and the carrying amount of
the senior notes is accreted to par value over the term of the notes using the effective interest method and is recognized as interest expense as
discussed in b) above. Prior to April 1, 2007 under Canadian GAAP, separate accounting of embedded derivatives from the host contract was
not permitted by EIC-117.

Under U.S. GAAP, ASC 815 (formerly Statement of Financial Accounting Standard No. 133, Accounting for Derivative Instruments and
Hedging Activities ( SFAS 133 )) establishes accounting and reporting standards requiring that every derivative instrument (including certain
derivative instruments embedded in other contracts and debt instruments) be recorded in the balance sheet as either an asset or liability measured
at its fair value. The contingent embedded derivative in the senior notes that provide for accelerated redemption by the holders in certain
instances met the criteria for bifurcation from the debt contract and separate measurement at fair value. The embedded derivative has been
measured at fair value and changes in fair value recorded in net income for all periods presented. The issuer s early prepayment option included
in the senior notes does not meet the criteria as an embedded derivative under ASC 815 (formerly SFAS 133) and was not bifurcated from the
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host contract and measured at fair value resulting in a U.S. GAAP and Canadian GAAP difference.

On adoption of CICA Handbook Section 3855, Financial Instruments Recognition and Measurement , the Company reviewed the accounting
treatment of a number of outstanding contracts and determined that a price escalation feature in a revenue construction contract and supplier
contracts entered into prior to April 1, 2007 contained embedded derivatives that are not closely related to the host contract under Canadian
GAAP. The Company recorded the fair value of these embedded derivatives on April 1, 2007 of $9,720, with a corresponding increase in
opening deficit of $6,950, net of future income taxes of $2,770 for Canadian GAAP purposes. Under U.S. GAAP, the Company had recognized
and measured these embedded derivatives since inception of the related contracts.
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(Unaudited)

e) NAEPI Series B Preferred Shares

Prior to the modification of the terms of the North American Energy Partners Inc. ( NAEPI ) Series B preferred shares on March 30, 2006, there
were no differences between Canadian GAAP and U.S. GAAP related to the NAEPI Series B preferred shares. As a result of the modification of
terms of NAEPI s Series B preferred shares, under Canadian GAAP, NACG continued to classify the NAEPI Series B preferred shares as a
liability and was accreting the carrying amount of $42.2 million on the amendment date (March 30, 2006) to their December 31, 2011
redemption value of $69.6 million using the effective interest method. Under U.S. GAAP, NACG recognized the fair value of the amended
NAEPI Series B preferred shares as minority interest as such amount was recognized as temporary equity in the accounts of NAEPI in
accordance with EITF Topic D-98 and recognized a charge of $3.7 million to retained earnings for the difference between the fair value and the
carrying amount of the Series B preferred shares on the amendment date. Under U.S. GAAP, NACG was accreting the initial fair value of the
amended NAEPI Series B preferred shares of $45.9 million recorded on their amendment date (March 30, 2006) to the December 31, 2011
redemption value of $69.6 million using the effective interest method, which was consistent with the treatment of the NAEPI Series B preferred
shares as temporary equity in the financial statements of NAEPI. The accretion charge was recognized by NACG as a charge to minority interest
(as opposed to retained earnings in the accounts of NAEPI) under U.S. GAAP and interest expense in NACG s financial statements under
Canadian GAAP.

On November 28, 2006, NACG exercised a call option to acquire all of the issued and outstanding NAEPI Series B preferred shares in exchange
for 7,524,400 common shares of NACG. For Canadian GAAP purposes, NACG recorded the exchange by transferring the carrying value of the
NAEDPI Series B preferred shares on the exercise date of $44,682 to common shares. For U.S. GAAP purposes, the conversion has been
accounted for as a combination of entities under common control as all of the shareholders of the NAEPI Series B preferred shares are also
common shareholders of NACG resulting in the reclassification of the carrying value of the minority interest on the exercise date of $48,140 to
common shares. NACG and NAEPI were amalgamated later in 2006 and the amalgamated entity continued as NAEPL

f) Inventories

Effective April 1, 2008, the Company retrospectively adopted CICA Handbook Section 3031, Inventories , without restatement of prior periods.
This standard requires inventories to be measured at the lower of cost and net realizable value and provides guidance on the determination of

cost, including the allocation of overheads and other costs to inventories, the requirement for an entity to use a consistent cost formula for
inventory of a similar nature and use, and the reversal of previous write-downs to net realizable value when there are subsequent increases in the
value of inventories. This new standard also clarifies that spare component parts that do not qualify for recognition as property, plant and
equipment should be classified as inventory. In adopting this new standard, the Company reversed a tire impairment that was previously

recorded at March 31, 2008 in other assets of $1,383 with a corresponding decrease to opening deficit of $991 net of future taxes of $392.

During the year ended March 31, 2008, the replacement cost (i.e. market) of spare tire inventory was lower than the original carrying amount of
inventory. As a result, the Company recorded an inventory write-down of $1.4 million under Canadian GAAP. Under U.S. GAAP, market
means current replacement cost. However, market under U.S. GAAP should not exceed the net realizable value nor should it be less than net
realizable value reduced by an allowance for a normal profit margin. The Company established that the net realizable value and net realizable
value less an allowance for a normal profit margin was greater than or equal to cost and as such a write-down of spare tires was not appropriate
under U.S. GAAP for the year ended March 31, 2008 (please refer to note 3 aa)).
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g) Joint venture

The company owns a 50% interest in Noramac Ventures Inc., a nominee company for the company s Noramac Joint Venture (JV) and the
Company has joint control of this entity. Under U.S. GAAP, the Company records its share of earnings (loss) of the JV using the equity method
of accounting. Under Canadian GAAP, the Company uses the proportionate consolidation method of accounting for the JV. Under the
proportionate consolidation method the Company recognizes its share of the results of operations, cash flows, and financial position of the JV on
a line-by-line basis in its consolidated financial statements and eliminates its share of all material intercompany transactions with the JV. While
there is no impact on net income or earnings per share as a result of the U.S. GAAP treatment of the joint venture, as compared to Canadian
GAARP, there are presentation differences affecting the disclosures in the consolidated financial statements and supporting notes. Under
Canadian GAAP, the following assets, liabilities, revenues and expenses and cash flows would be recorded using the proportionate consolidation

method:

September 30,
2009
Current assets $1,586
Current liabilities 631
Long term liabilities 1,083
Net equity (128)
Three Months Ended Six Months Ended
September 30, 2009 September 30, 2009
Gross revenues $408 $1,043
Gross profit (115) 189
Expense (108) (221)
Net loss $(223) $(32)
Three Months Ended Six Months Ended
September 30, 2009 September 30, 2009
Cash flow from operating activities $ 59) $225
(Decrease) increase in cash and cash equivalents 59) 225
h) Other matters
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Other adjustments relate to the tax effect of items (a) through (f) above. The tax effects of temporary differences are described as future income
taxes under Canadian GAAP whereas in these financial statements such amounts are described as deferred income taxes under U.S. GAAP. In
addition, Canadian GAAP generally refers to additional paid-in capital as contributed surplus for financial statement presentation purposes.

i) Restatement

The financial statements for the three and six months ended September 30, 2009 and 2008 under Canadian GAAP have been restated to correct
the following errors identified during the preparation of the Company s fiscal 2010 financial statements:

1) Reclassification of accrued liabilities. The financial statements for fiscal 2009 have been amended to correct a classification error with
respect to accrued liabilities identified during the preparation of the Company s fiscal 2010 consolidated financial statements. Certain
operating lease agreements provide a maximum hourly usage limit, above which the Company will be required to pay for the over hour
usage. These contingent rentals are recognized when payment is considered probable and are due at the end of the lease term. The
Company has historically classified the contingent rentals as a current liability; however, certain of the amounts are due beyond one year
from the balance sheet date. In the current year, the Company has reclassified amounts due beyond one year, from the balance sheet date,
as a long term liability and has reclassified comparative figures accordingly. The amount reclassified on the Consolidated Balance Sheet
was $9,970 and $7,134 as at September 30, 2009 and March 31, 2009 respectively.
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ii)  Buyout of leased assets. The financial statements for fiscal 2008 have been amended under Canadian GAAP to correct an error related to
the method of accounting for an incentive at the time of buying previously leased assets, which was identified during the preparation of the
Company s fiscal 2010 consolidated financial statements. When an asset is leased under an operating lease agreement, as stated in the
paragraph above, contingent rentals are recognized when payment is considered probable and are due at the end of the lease term. The
Company can buy the asset at the end of the lease term at a pre-determined market price at which point the liability is extinguished since
the lease agreement is cancelled. The Company has been traditionally extinguishing the liability for such lease buyouts by reducing
equipment costs related to leased equipment, instead of considering the extinguishment of the liability as an incentive to purchase the asset
and therefore reducing the cost of the asset. The correction of this error increased Equipment costs by $nil and $6,600, reduced

Depreciation by $150 and $300, increased (reduced) Future income taxes by $45 and ($1,890), and increased (reduced) Net (loss) income

and comprehensive (loss) income by $105 and $(4,410) from the amounts originally reported in the Consolidated Statements of Operations
and Comprehensive Income for the three and six months ended September 30, 2008, respectively. The financial statements for fiscal 2009
have also been amended under Canadian GAAP to correct an error related to the method of accounting for an incentive at time of buying
previously leased assets, which was identified during the preparation of the Company s fiscal 2010 consolidated financial statements as
stated above. The correction of this error reduced Depreciation by $200 and $400, increased Future income taxes by $60 and $120, and
increased Net income and comprehensive income by $140 and $280 from the amounts originally reported in the Consolidated Statements
of Operations and Comprehensive Income for the three and six months ended September 30, 2009, respectively. It also reduced Property,

plant and equipment by $8,180 and $8,580, reduced long term Future income taxes by $2,454 and $2,574, and increased Deficit by $5,726

and $6,006 from the amounts originally reported in the Consolidated Balance Sheet as at September 30, 2009 and March 31, 2009,
respectively.

iii)  Valuation of derivative financial instruments. The financial statements for fiscal 2009 have also been amended under Canadian GAAP to
correct an error related to the determination of the fair value of the cross-currency and interest rate swap liabilities (collectively, the swap
liability ) which was identified on settlement of the swap liability on April 8, 2010. The Company recorded the fair value of the swap
liability and in addition recorded accrued interest on the swap liability. This resulted in the swap liability being misstated and the changes
in the fair value of the swap liability being misstated by the change in the amount of the accrued interest at each reporting period from
March 31, 2009. The periods before March 31, 2009 were not materially impacted because prior to February 2, 2009, the Canadian Dollar
interest rate swap was still in place (note 15(c)(ii)), and therefore the net accrued interest payable under the swap liability was not material.
The error reduced Realized and unrealized loss (gain) on derivative financial instruments by $6,642 and $336, increased (reduced) income
tax expense by $1,100 and $(362), and increased net income by $5,542 and $698 from amounts originally reported in the Interim
Consolidated Statements of Operations and Comprehensive Income for the three and six months ended September 30, 2009, respectively.

It also reduced Derivative financial instruments by $7,850 and $7,514 increased long term Future income taxes by $1,313 and $1,676, and

reduced Deficit by $6,537 and $5,838 in the Consolidated Balance Sheet as at September 30, 2009 and March 31, 2009, respectively.
The impact of the above corrections under Canadian GAAP on the Consolidated Statements of Operations and Comprehensive Income for three
and six months ended September 30, 2009 and September 30, 2008 are as follows:

As previously As
For the three months ended September 30, 2009 reported Adjustments restated
Depreciation $11,595 $(200) $11,395
Realized and unrealized loss on derivative financial instruments 29,468 (6,642) 22,826
Future income taxes (693) 1,160 467
Net income and comprehensive income for the period 809 5,682 6,491
Deficit, end of period (142,228) 810 (141,418)
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$0.02
$0.02

$0.16
$0.16

$0.18
$0.18
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As previously
For the six months ended September 30, 2009 reported Adjustments
Depreciation $20,488 $(400)
Realized and unrealized loss on derivative financial instruments 33,183 (336)
Future income taxes 3,304 (242)
Net income and comprehensive income for the period 15,583 978
Deficit, end of period (142,228) 810
Net income per share  basic $0.43 $0.03
Net income per share diluted $0.43 $0.02

As previously
For the three months ended September 30, 2008 reported Adjustments
Depreciation $10,361 $(150)
Future income taxes 1,915 45
Net loss and comprehensive loss for the period (1,222) 105
Deficit, end of period 422) (6,216)
Net income per share  basic $(0.03) $
Net income per share diluted $(0.03) $

As previously

For the six months ended September 30, 2008 reported Adjustments
Equipment costs $106,597 $6,600
Depreciation 18,303 (300)
Future income taxes 7,224 (1,890)
Net income and comprehensive income for the period 17,874 (4,410)
Deficit, end of period 422) (6,216)
Net income per share  basic $0.50 $(0.12)
Net income per share  diluted $0.48 $(0.12)

As
restated
$20,088

32,847
3,062
16,561
(141,418)
$0.46
$0.45

As
restated
$10,211

1,960

(1,117)
(6,638)
$(0.03)
$(0.03)

As
restated
$113,197
18,003
5,334
13,464
(6,638)
$0.37
$0.36

The impact of the above corrections under Canadian GAAP on the Consolidated Balance Sheets as at September 30, 2009 and March 31, 2009

are as follows:

As previously

September 30, 2009 reported Adjustments
Property, plant and equipment $348,790 $(8,180)
Accrued liabilities 41,119 (9,970)
Current portion of derivative financial instruments 5,017 6,239
Long term accrued liabilities 9,970
Derivative financial instruments 88,707 (14,089)
Future income taxes 32,956 (1,141)
Deficit, end of period (142,228) 810
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As
restated
$340,610
31,149
11,256
9,970
74,618
31,815
(141,418)
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March 31, 2009

Property, plant and equipment
Accrued liabilities

Long term accrued liabilities
Derivative financial instruments
Future income taxes

Deficit
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As previously
reported

$324,035

52,135

50,562
30,220
(157,811)

Adjustments
$(8,580)
(7,134)
7,134
(7,514)
(898)
(168)

As
restated
$315,455
45,001
7,134
43,048
29,322
(157,979)
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The impact of the above corrections under Canadian GAAP on the Consolidated Statements of Cash Flows for three and six months ended

September 30, 2009 and September 30, 2008 are as follows:

For the three months ended September 30, 2009

Net income

Depreciation

Unrealized loss on derivative financial instruments measured at fair value
Future income taxes

For the six months ended September 30, 2009

Net income

Depreciation

Unrealized loss on derivative financial instruments measured at fair value
Future income taxes

For the three months ended September 30, 2008
Net loss

Depreciation

Future income taxes

For the six months ended September 30, 2008

Net income

Depreciation

Future income taxes

Cash flow from operating activities

Purchase of property, plant and equipment

Cash flow from investing activities

J) Recently adopted Canadian accounting pronouncements

i) Goodwill and intangible assets

As previously
reported
$809
11,595
25,604
(693)

As previously

reported
$15,583
20,488
25,983
3,304

As previously
reported
$(1,222)
10,361
1,915

As previously
reported

$17,874
18,303
7,224
24,885
(73,994)
(65,425)

Adjustments
$5,682
(200)
(6,642)
1,160

Adjustments
$978
(400)
(336)
(242)

Adjustments
$105

(150)
45

Adjustments
$(4,410)
(300)
(1,890)
(6,600)

6,600

6,600

As
restated
$6,491
11,395
18,962

467

As
restated
$16,561
20,088
25,647
3,062

As
restated
$(1,117)

10,211

1,960

As
restated
$13,464

18,003

5,334

18,285
(67,394)
(58,825)

Effective April 1, 2009, the Company adopted, on a retrospective basis, CIC