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North American Energy Partners Inc.
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PARTICIPANTS:

Rodney Ruston - President & Chief Executive Officer
Doug Wilkes - Vice President, Finance & CFO
Kevin Mather — Acting Vice President, Operations

Operator:

Good morning, ladies and gentlemen. Welcome to the North American Energy Partners’
Fiscal 2008 first-quarter conference call. At this time all participants are in listen-only
mode. Following management’s prepared remarks, there will be an opportunity for
analysts, shareholders and bondholders to ask their questions. The media may monitor
this call in listen-only mode. They are free to quote any member of management but they
are asked not to quote remarks from any other participant without that participant’s
permission. | advise participants that this call is also being webcast on the company’s
website at nacg.ca.

| will now turn the conference over to Kevin Rowand, Investor Relations Manager of North
American Energy Partners Inc. Please go ahead, sir.

Kevin Rowand:

Good morning, ladies and gentlemen and thank you for joining us on the North American
Energy Partners Inc. conference call this morning. Today, we will be discussing our
financial results for our fiscal 2008 first quarter, ended June 30™, 2007.

Participating with me today is Rod Ruston, President and Chief Executive Officer; Doug
Wilkes, Vice President Finance and Chief Financial Officer; and Kevin Mather, Acting Vice
President Operations.

A live and on-demand webcast of this call is currently available in the Investor Relations
section of our website at nacg.ca. Following this call, an archived podcast and webcast will
also be available on our website, along with the dial-in instant replay, available until
midnight on Wednesday, August 29™.

Before | turn the call over to Rod, | would like to remind everyone that statements made
during our prepared remarks or in the Q&A portion of the conference call with reference to
management’s expectations or our predictions of the future, are forward-looking
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statements. All statements made today, which are not statements of historical fact, are
considered to be forward-looking statements. The business prospects of North American
Energy Partners are subject to a number of risks and uncertainties that may cause material
differences in our future results. For more information about these risks, please refer to our
Management Discussion and Analysis in our June 30, 2007 securities filing, which is
available on SEDAR and EDGAR.

As mentioned on our previous calls, management does not provide any financial guidance.
After our prepared remarks, we look forward to taking your questions but we ask that you
pose one question at a time in order to give everyone an opportunity to speak. At this time,
| will turn the call over to our CEO, Rod Ruston.

Rodney Ruston:

Thank you, Kevin and good morning ladies and gentlemen. I'm pleased to be speaking
with all of you this morning.

The first quarter of 2008 was another very active quarter in all three segments, driven by
the developments in the Athabasca Oil Sands and related commercial and industrial
expansion throughout Alberta. Heavy Construction and Mining revenue grew 14% through
the prior year period and the Piling and Pipeline division revenues both grew by over 50%,
resulting in consolidated revenue growth of 21%.

While the revenue growth for the quarter was in line with our expectations, earnings were
impacted by several items that resulted in a net loss. There were $16 million of pre-tax
non-recurring charges to earnings. The largest of these charges was a $10.4 million non-
cash loss resulting from an accounting change that Doug will review shortly.

Gross profit was impacted by higher operating costs associated with tires and equipment
maintenance, a loss on the disposal of surplus equipment and a loss in the Pipeline division
which Kevin Mather will address in his discussion in segment performance.

Of these, the single largest factor impacting operating costs was tires, where an additional
6 million of expense was incurred to either re-tire trucks or to put additional trucks into
service. There is currently one remaining mining truck without tires and we expect that
truck to be back in service later this month. High tire costs resulting from the shortage is a
function of current market conditions and we continue to work with suppliers to secure our
tires at a reasonable cost and to manage the life of our tires through best practices in tire
wear management. As mentioned on previous calls, the accounting treatment for tires is
such that we recognize the expense of the tires when they are put on the truck as opposed
to over their useful lives and then partially recovered from our customers over the tire life.
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This can result in the recognition of significant expense in a single quarter and cause
guarterly fluctuations in gross margins.

Higher costs for maintenance, coupled with lower productivity levels due to the influx of
relatively inexperienced labour, were the other significant contributing factors. Some of
these issues were seasonal, as our first quarter typically has the lowest production
efficiencies because of weather and site conditions. However, in addition the seasonal
factor, during the last year we hired several hundred new employees, including a number of
equipment operators. These new equipment operators complete a rigorous training
program prior to going on the job but are still less productive than our more experienced
operators. Employee productivity will continue to be a challenge for all operators in the oll
sands as new workers are trained and gain experience operating heavy equipment.

The cost of repair and maintenance labour has also increased due to higher activity levels
in this area and increased wage rates resulting from recent contract settlements with
unions.

| will now hand the call over to Doug Wilkes, who will elaborate on the financial results.

Doug Wilkes:

Thank you Rod and good morning everyone.

All of the amounts that I'm about to discuss, except if | indicate otherwise, are for the first
quarter ended June 30" 2007 as compared to the first quarter ended June 30" 2006 and
are in Canadian dollars.

First quarter revenue increased 21.4 per cent to 168 million from 138 million in 2006. Our
first-quarter gross profit was 14.9 million, compared to 32.6 million in 2006. Project and
equipment costs were 86 per cent of revenues in the three months ended June 30", 2007
vs. 71 per cent in the prior year period. In the prior year period, a claim was settled for 6.1
million dollars. Excluding this amount, prior year costs were 74 per cent of revenues. The
change in gross profit reflects the negative impact of higher equipment loss, which Rod
discussed earlier, a 2.6 million loss on disposal of equipment resulting from the company
selling surplus equipment and a project loss in our Pipeline division, the details of which
Kevin Mather will explain shortly.

Operating loss for the quarter was 0.4 million compared to income of 23.1 million last year,
a decrease of 23.5 million in addition to higher project and equipment costs. Operating
income was also impacted by higher general and administrative costs to support higher
activity levels and for discretionary bonus payments for past service.
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The largest impact to earnings for the quarter was a change in Canadian accounting
standards that required the Company to record a 10.4 million non-cash charge to pre-tax
earnings. These new standards requires us to separate out implied derivatives that are
embedded in customer and supplier contracts and to record the related implied financial
impact. The two most significant items are an early redemption provision in our senior
notes and an exchange rate and price indexation clause in a long-term contract. We were
also required to modify how we amortize deferred financing costs. As a result of
implementing these new standards, we charged income approximately 10.4 million in the
quarter.

The early redemption provision in our senior notes resulted in a charge of 3.6 million to
first-quarter pre-tax earnings reflecting a change in the fair value of the asset that was
calculated. The early redemption option in our senior notes has no economic value as we
would be required to unwind the associated currency and interest rate SWAP agreements
upon redeeming the notes. Barring a significant weakening of the Canadian dollar, we will
not consider redeeming the notes.

The exchange rate and price escalation clause in a customer contract resulted in a charge
of 6.0 million to first-quarter pre-tax earnings reflecting a change in fair value of the liability
that is associated with the embedded derivative. The value of the liability is determined
based on the implied revenue impact of changes to the exchange rates and price levels but
does not consider the implied cost or other contract offsets that are aimed at ensuring that
neither party is advantaged nor disadvantaged as a result of fluctuations in these
measures. The economics of the contract are not impacted by this accounting change.

These new accounting guidelines for embedded derivatives will cause our reported
earnings to fluctuate as currency exchange rates and interest rates change. The
accounting for these derivatives will have no impact on operations, Consolidated EBITDA
or how we will evaluate the performance of our operations.

The total loss on derivative financial instruments was 23 million in the quarter offset by a
foreign exchange 17 million gain and lower interest expense from the redemption of the 9
per cent senior secured notes in November 2006 using proceeds from our IPO. The total
impact of the derivatives, loss on sale of equipment and prior year bonuses was
approximately $16 million and contributed to a loss of 10.3 million or 29 cents per share in
the quarter compared to net income of 17.9 million or 96 cents per share in the prior year.

Cash flow from operations before working capital changes was 2.5 million in the year, down
from 23 million in 2006 due to the operating loss. Capital expenditures totaled 12 million in
the year, of which 4.5 million was for growth capital. Offsetting expenditures were 14 million
in proceeds from the sale of surplus assets.
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As at June 30", 2007 we had approximately 80 million of borrowing availability under our
credit facility taking into account 20 million of borrowings and 25 million in outstanding
letters of credit.

That summarizes our first-quarter results. | will now turn the call over to Kevin Mather who
will discuss segment performance.

Kevin Mather:

Thanks Doug.

Our Heavy Construction and Mining segment achieved revenue of 127 million, compared to
111 million last year. Segment profit decreased to 20 million from 24 million in the prior year
period as a result of the cumulative impact of increased equipment costs in this quarter and
higher-than-normal segment profit in the prior year's quarter due to the inclusion of 6 million
of claims revenue. Our Heavy Construction and Mining division executed a number of new
contracts in the quarter including work performed under our five-year site services
agreement with Suncor on their Millennium Naphtha Unit project and under our two-year
mining and construction services contract with Albian. We also made significant progress
on our design-build project to construct an airstrip and related facilities at Albian’s Jackpine
Mine. This is one of several new contracts where we are the general contractor, in addition
to performing work ourselves. In this expanded role we manage a variety of subcontractors
and procure supplies and materials for projects. We are able to earn additional revenue
and profit for these services but project gross margins are reduced as these services are
performed at lower margins than self-performed work, however, very little capital is
employed.

Piling had another strong quarter, increasing revenue over 50% to 36 million from 23 million
last year. Margin percentage in the division is down compared to the prior period due to a
higher percentage of driven piling work in the current quarter.

Our Pipeline division worked on two projects and recorded a loss on one of the projects
resulting in a 1.2 million segment loss on 5.2 million of revenue in the quarter. The project
loss resulted from a customer reducing scope on the second phase of a two-phase fixed-
price contract. The customer exercised its contractual right compelling us to commence
work prior to reaching an agreement on the scope reduction impact to the unit rate implied
in the contract. For accounting purposes we are required to forecast the financial outcome
of the project as if there is no change to the unit rate. We are working with the customer to
resolve the unit rate issue and expect that we will reach agreement in the near future.
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We also signed a 185 million dollar, two-year contract with Kinder Morgan to provide
pipeline construction services to their TMX Anchor Loop project. We are currently securing
equipment and have begun mobilizing our equipment to site and will begin construction
later this month. We are working closely with Kinder Morgan to ensure the success of this
project for all stakeholders and we are excited about executing well on this project.

| will now turn it back to Rod Ruston to discuss the outlook for the year.

Rodney Ruston:

Thank you, Kevin

Looking forward to the remainder of fiscal 2008, we are still very confident in our position
within the oil sands. We believe the fast-paced development will continue, the demand for
our services will grow and we see the planned investments recently announced by Suncor,
Shell and Petro-Canada are excellent opportunities for us to support our clients in their
future developments.

There is a possibility of a labour disruption commencing on or about August 23", 2007
involving Alberta Construction Contractors and 10 unsettled Building trades unions which
have chosen to, so far, reject offers from the Contractors Association Bargaining Agent.
Representatives of the Contractors and the unsettled trades unions involved, continue to
bargain in an attempt to reach agreement; however, the possibility does exist for a labour
disruption. Although we are not directly involved, this disruption would have the potential to
affect our construction operations in the oil sands and commercial construction projects in
Alberta. The Company is currently assessing the potential impact on operations and
working very closely with our clients to prepare contingency plans in the event that a labour
disruption materializes.

We will continue to focus on execution and positioning this company to take advantage of
the available growth opportunities both external and internal to the oil sands. Overall, we
expect business performance will continue to improve as a result of the strong demand for
our services and the positive impact of our internal initiatives that were taken so far this
year.

Operator:
Thank you. Ladies and gentlemen, if you would like to ask a question press * 1 on your

telephone. To with draw the question press the pound sign. If you use speakerphone lift
the handset before entering your request. Please stand by for your first question.
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Your first question comes from Matt Duncan Stephens Inc. Please go ahead.

Matt Duncan, Stephens Inc :

<Q>: Good morning, guys. Quick question here on gross margin. Can you give us some
feel for what your gross margin expectations are going forward and talk about the cost
controls that you have in place to improve profitability?

<A>: Yes, we're still expecting to get back up to the gross margins that we’ve talked about
on the (inaudible) and back to the sort of margins that we were achieving last year. But
depending to some extent to what level of mix we get in the business. The more work we
get the rate margin and construction work using our equipment then we’ll be on the higher
end of the margins. As we get more work, for example a significant job that we have
recently picked up is the Suncor Voyager 5-year site services contract that will involve a lot
of management-type work where we’re managing other contracts and at a level of more of
that will account for sort of a 1 or 2% reduction in margin at a time.

The cost control measures that we put in place, talk about the measures in general that we
put in place are all going forward. The first measure we’ve talked about is we said that we
are not going to be doing fixed price contracts. The contract we had with more loss on this
quarter is the one that we’ve got and we will out of that shortly and will be focusing on that
CMS Pipeline job which is very (inaudible) type project. In our improvement division we’ve
been changing our maintenance planning over from putting in new maintenance system
over the last 6 to 9 months and we certainly expect that is going to be starting to show
some fruition on lowering costs as we go forward. They are the main areas that we’re
focusing on.

<Q>: So on the gross margin then we should be looking back towards the mid-teens at
some point, but at what point in time do you think you can get back to that point?

<A>: We should — we've got all of the (inaudible) that we need. They have come off and
we’ve got ourselves in a position where we have all but one track running so that we don’t
expect to (inaudible) in the future. We’re bringing ourselves into better maintenance
programming and we have gotten our cost down there. So | would expect that in the next
over the next quarter to the next two quarters we should start to get back into the proper
margin area of the mid-teens to (inaudible).

<Q>: Okay. Thank you.
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Operator:

Thank you. Your next question comes from Jacob Bout, CIBC World Markets. Please go
ahead.

Jacob Bout, CIBC World Markets:

<Q>: Morning. Had a question on capacity utilization of your fleet. What I'm trying to get a
handle on here is your ability to take on new work by increasing your cost utilization versus
purchasing new equipment. Maybe if you can just walk through each of your three
divisions.

<A>: The key issue there is when are we going to get the work. If we were to get additional
work now then yes we would have some capacity in our fleet. If we were to get an
additional job in say the winter period January, February, March, then we don’t have any
significant capacity in our fleet. But what we do is we’ll work with a customer and if a
customer is looking for some work to be done, let’s say in January or February, we’ll go and
talk to that customer and say we may not have the fleet at that point in time, but we do
have fleet available say November-December, we can start the work then or potentially
bring in a bigger fleet in March and do the work there, et cetera. So we work around with
the customer to try and effectively perform the work for them. But at the same time putting
ourselves in a position where doing jobs that we can’t perform is very key to us that we
make sure we can do the jobs before we (inaudible) anyway because we want to maintain
our very, very strong position that when we say we’re go tog do something we do it.

<Q>: Essentially on the heavy construction and mining side. If you take a look at your
pipeline and historically that is at fairly low capacity utilization rate.

<A>: Yeah, the division will be fully utilized from the CMX. And in fact we're all our
equipment is utilized. We’re bringing equipment and going out and purchasing additional
equipment for that job. All that has been included in the pricing for the job and working with
the customer on it.

In the winter period which is our highest utilization period we will be bringing equipment
ourselves so that we can perform work. We don’t want to own 100% of the equipment that
we will need in our most peak period because that would be significantly underutilized in
the lesser work periods.

<Q>: When do you expect work on the CMX to drop off?



<A>: The state run will be in about 18 months time. That doesn’t necessarily mean that all
that equipment will be working around the clock for the months there is some stages we
need to stay. But | say 18 months in the second stage CMX which we hope to talk to the
customer about as we perform this.

<Q>: Then just a quick question here on Tire costs. It said in your commentary there that
you don’t know the cost until you mount it. Can you just give us an idea on a percentage
term if costs have been decreasing recently?

<A>: No.

<Q>: They have not?

<A>: No, slightly up would be more the way to look at it.

<Q>: Okay. Great. Thanks.

Operator:

Thank you. Your next question comes from John Zaverone, Luna sales and Company.
Please go ahead.

John Zaverone, Luna sales and Company:

<Q>: Yes, I'd like to return to the question that Matt Duncan started this Q&A off with and
that’s the issue of gross margins. The question | have is what kind of reference period --
you say last year. Is that last fiscal year which ended March 30 of 2007 or are we talking
about a fiscal year that ended 2006 or calendar year? Give me the frame of reference so |
can know what percentage I'm really operating from. Figure out what the goal is that you
regard as feasible.

<A>: The goal is in the order of the 18%.

<Q>: 18%7?

<A>: That’s right.

<Q>: For the overall business?

<A>: That’s right.
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<Q>: And highest margins presumably in the Site preparation —
<A>: Piling division has the highest margin.

<Q>: Currently? And very highly utilized, but normalized basis, wouldn’t you see your Site
Preparation —

<A>: No, Piling.

<Q>: Piling?

<A>: Piling has the higher proportion of fixed cost contracts.
<Q>: Okay.

<A>: And we are very happy with fixed price contracts in Piling because you're operating
over a relatively small area. You know the ground, you know the shape of the pile. You
know the materials you are going to put into it. The only real risk is that you are taking on is
the sort of strata that you are going to be penetrating when you put the pile in and because
of the size of our business and our knowledge of the places where we work we don’t
usually incur the result of any of those risks. So the fixed price contract for us are very
good in that division. On the other hand, fixed price contract nothing pipeline are something
we just don’t want to do again unless it's — might be a pipeline say late across the
(inaudible) in equipment where they want fixed price. (inaudible) we know the ground there
extremely well. But fixed price contract for 50 to 6000 kilometer pipeline across Alberta we
don’t see any need to do it, there is enough work out there in reimbursable type work to let
someone take on that sort of risk.

<Q>: Okay. I'd like just to push this idea on gross margins a little bit further. You were
working in operation with a risky part of the world. You know you can't predict weather very
well, you can’t control that. The job market is very, very tight, very difficult to get ahead of |
guess if you are an employer. And I'm wondering whether an 18% gross margin target is
adequate for this business given that — it's absolutely essential. If you are not there is
nothing in the sands period. No revenue comes out if you guys don’t go in and do some
work first. And I’'m wondering whether 18% gross margin target is adequate for the
essentiality if you will of this service.

<A>: Yeah, the -- we can predict the weather to some extent. | can tell you it's going to be
cold in winter.

<Q>: I'm from Buffalo, New York, | know that, too.

10
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<A>: Fair enough. You got to remember one of our previous competitors in the (inaudible)
area is the operators themselves. And they know what it costs to run a piece of equipment.
They know from their own experience what is necessary to do such things (inaudible) and
they can’'t necessarily do it very well and can’t execute it as well as we can. But they
certainly know the basics of it. We work closely with our customers and the way we bid is
we bid to ensure that we get a margin that is reasonable, fair and is not going to put us in a
position where the customer is going to turn around and say well we might as well do this
all ourselves. This company has been operating for 53 years. We know the ground very
well. We’re done all parts of work up there. So the risks that we are taking on and in fact |
hear what you are say is a risky environment. But our competitive advantage very much is
customer comes to us and says basically we know North America and North American
knows this country. They know the geography and they are the ones that can operate in it.
Other companies and | can give examples where another company from the South has
come up there with equipment and said: look, we’ve got equipment for rent we can do this
work and in fact they didn’t get any work over a three-month period and then went away.
Because the customers know that look we know that North American pricing properly we
know they understand the pricing and we know that they can execute. Also customers
looking for not just the cheaper price, what they want is the overall lower price product or
job.

<Q>: | think again the reliability and | guess of your service and the fact that you are
arguably the most experienced sizable operator around or without argument the most
sizable experienced operator around suggest to me that you guys should be able to get a
premium though to the competition. What is the competition getting in the way of the gross
margin?

<A>: |-

<Q>: It has to be something well below 18%.

<A>: Well we don’t know, but if you find out we’'d appreciate a call.

<A>: What I'm guessing, you know, just 16%, 15%, 17%? A feel?

<A>: We don’t know. But also remember that the competitors that we are very small. In
fact we are the only mining and construction contractor up there. We are competitive in the
construction side and we are competitive in the mining side, but we are the only ones that
is can really bring the mining type truck size to a construction site job. They are very small.

They are family companies. They don’t run the same overhead structure as we run.
However, they also don’t have the resources that they can bring to bear to be able to feed

11
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on the size of jobs that we have, all the diversity of job that is we have. And that - I'd love
to know their margins, but they don't tell us.

<Q>: | guess the other factor is of course that one of your primary competitors is the in-
house capability of the firms that you are working for. These guys have sizable fleets in
many cases, truck haul vehicles, et cetera.

<A>: And | think our biggest competitors up there are the customers themselves.

<Q>: Are they the ones who are sort of looking over your shoulder and saying that is a
margin that we have to live with or won't live with?

<A>: Oh, yes, of course.

<Q>: So the fact that they are suffering right now to an extent from the same conditions that
everybody else is, is sort of that is sort of putting a limit on what they’re willing to bid, in
your sense?

<A>: Sorry, | am not quite understanding.

<Q>: Given that the labor market is brutal for everybody and everybody is having low
productivity results because, you know, the workforce inexperience, et cetera. They sort of
know what everybody — they sort of know what the market will bear is them. And they're
just sort of saying quietly 18% is about as high as they will go for a gross margin when
they’re bidding outside their own firm.

<A>: Again I'm not exactly sure how they — what tactic they are taking to account when
they assess who is go tog do work and who isn’t. We have term sites there. This is
agreement with Albion and with Suncor with work on (inaudible) side from the increase
started and have never been (inaudible) as with Albion. The shortage of labor in fact and
the difficulty in getting the diversity of (inaudible) in the also in the supervisory level, et
cetera. Itis one of the key factors that is making the customer seem to think well, maybe
we can get North American into managing more of the work rather than just executing the
type of work that they normally do. And that is the reason that we're saying we are
projecting recently took on a design build of an airstrip for Albion and the Suncor Voyager
project that we've got is not on the execution of their own work, but also management of
other contractors. That is because we do have even though we are struggling in some
productivity areas of their labor we have been able to source their labor reasonably well.
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Operator:

Thank you. Your next question comes from Steve Sucker, Credit Suisse First Boston.
Please go ahead.

Steve Sucker, Credit Suisse First Boston:

<Q>: Hi, good morning, (inaudible) for Jamie. Just had a quick question with regard to your
comments on the loss on equipment. Wondering if you could elaborate on what type of
equipment that is, just trying to understand given the supply-demand there why you would
be recognizing a loss on equipment?

<A>: Well, we sold a bunch of older surplus equipment that was not utilized in the current
delivery of the type of work that we do. And —

<A>: And it wasn't the big equipment that is in high demand now.
<Q>: Okay.

<A>: Yeah, it was, we — | think the total pieces were about I’'m going to say there were
about 30 pieces in total and none of them were large. None of them were particularly
utilized very well. So that was the type of equipment we sold on.

<Q>: Okay.
<A>: None of them are go tog come back in competition to us.

<Q>: Okay. Great. Then my last question in regards to what you're saying with respect to
the discretionary bonuses. How much were those and can you elaborate on who they were
directed to? Are there more to come or is this just a more seasonal thing you have in first
quarter of the year?

<A>: No, the total payment was about $2.4 million and it was -- they were bonuses that
were determined by the Board to be paid to a broad range of individuals. They were
basically paid out across the whole salary structure in the company. So wasn’t targeted to
any one particular individual. It was — or a group of individuals. It was spread out and that
was the result of it.

<Q>: Okay.

<A>: And it was prior to this year we said that is a one-time event.
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<Q>: Okay. Great. Thank you.
Operator:
Thank you. Your next question is a follow-up from Matt Duncan. Please go ahead.

Matt Duncan Stephens Inc.:

<Q>: Hi, guys, | have awe couple of quick things. First of all on the Piling revenues there
was a comment there was a large job contributed to that. Is that job finished?

<A>: No.

<Q>: Okay so that is something ongoing. How much longer do you expect to be working
on that job?

<A>: Another 3 to 6 months.

<A>: Yeah, virtually through the end of this year, Matt.

<Q>: Okay. And then secondly back on the gross margin. | hate to hound on this. But on
a quarter-to-quarter basis should | assume, Rod when you talk about 18% gross margin
you are talking about for a full fiscal year and that is not a peak quarterly gross margin but
more of a full year?

<A>: Full year.

<Q>: Okay. So it would be higher and you know the March quarter obviously than the June
guarter is the way we should be think being that?

<A>: Think being that, yes. Thank you.
Operator:
Thank you your next question comes from Garl Norian Black Rock. Please go ahead.

Garl Norian Black Rock:

<Q>: Hi. Yeah, | wanted to just understand from you guys kind of if | look at the outlook
from press release in the prior quarter you know it sounds very similar to the outlook here.
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Management expects operating performance will continue to improve in 2008, et cetera, et
cetera. And then you know we had this quarter that | think has to be described as
somewhat disappointing. I’'m curious as to what was the surprise to you? | would think that
Tires you have known they have been an issue. Labor, you have known you were hiring
and would be lower productivity. So really was the disconnect between kind of the outlook
that you had previously given and the results that you reported today?

<A>: Equipment. Equipment costs were the key one and the loss on that remaining
Pipeline job was also another. We were aware that the customer was going to reduce the
size of the job, but we thought that we thought we would be able to negotiate that out fairly
simply. It wasn’t with as easy as we thought. We still believe we will negotiate the pipeline
job issue out. The equipment cost decrease from the major work.

<Q>: Okay. And how should I think about equipment cost for the next 12 months?

<A>: That -- we are going to be putting them down more into the expected levels.

<Q>: Okay. Is that something that is kind of a dole or is that something that the process is
already in place and it's kind of more of a certain (inaudible).

<A>: Nothing in light certainly but it is certainly a very clear target which I think is
achievable.

<Q>: Is it fair — over the next 12 months but more immediately arguably the largest risk the
labor issues up in the region?

<A>: Short term the biggest risk is labor issues up in the region. The 16 of the unions have
signed agreements. If we get 19 unions to sign agreements then there is no change of a
strike. So we need another four over the line.

<Q>: Lastly I think we were told that four other unions have reached tentative agreements
that will go to their membership for vote and if all of these unions do settle then the issue of
strike goes away.

<Q>: All right. Thanks very much.

Operator:

Thank you, ladies and gentlemen. If there are any additional questions please press * 1 at
this time. Your next question is a follow-up from John Zaverone. Please go ahead.
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John Zaverone, Luna sales and Company:

<Q>: Thanks. Beyond the chance of a strike looming in the near future, are there other — it
seems like there are other sources of unexpected cost in the labor side of your equation
and most notably in terms of the productivity of the new hires; is that correct?

<A>: John, that is the -- that is the only real exposure. Two parts of course actually, the
productivity level of new hires and the availability of labor particularly in the mechanical, the
management areas, et cetera. We're still able to get what we need, but generally speaking
you know if you are looking for good estimate, for example a year ago you might get that
estimator in the space of maybe month, two months of search. To get the same estimator
now it might take you three months to four months of (inaudible)

<Q>: So the issue is not shortages of equipment operators or things like that so much as
what you need to essentially professional mix or those kinds of employees are very scarce.

<A>: There’s a scarcity in the trades and in the equipment operators, as well as the staff
and management. So we’'ve implemented some training programs on the operator side to
cover that.

<Q>: Great. As | recall some years ago you had arrangements sort of with workers
whereby your work was sort of seasonal in a sense. People would leave your job, go to
work at a summer job when things when the ice thawed and then come back to you six
months later and knowing most likely would be good work available at your location and
they were sort of not on your books, but always part of your work force. Has that sort of
gone by the waist side?

<A>: We are still engaged. Farmers for example the Alberta summer is very good farming
weather. And our pipeline division for example still grows quite significantly from the
farming community for the winter pipelining work. The other thing is that as compared to an
oil sands operator and our customers who basically offer permanent work we do have the
advantage that we can cover a greater range of expected lifestyles. So you know someone
is looking for permanent work with us then we can offer those jobs on the Canadian Natural
side. Albion with our services contract there or Suncor with our services contract there. It's
et cetera. But we also do a lot of you know two to three month type jobs. So we're also
able to offer the opportunity to be able to join us two or three month job and then go away
for three weeks picking up in Northern Canada if they want to do that and then come back
and join another job. So —

<Q>: So you still have a special relationship, if you will, with a sizable work force that you
use and probably significant portion of the labor pool for the province?
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<A>: Absolutely.
<Q>: In that region.

<A>: Yes, this company has an extremely good name as far as people wanting to work for
us. It does give us an advantage.

<Q>: But there is not a lot more you can squeeze out right now, correct?

<A>: No. | wouldn’t think there is too much that we haven'’t already accessed.
<Q>: Okay. Okay. Already in there. Thank you very much.

Operator:

Thank you. Your next question is a follow-up from Matt Duncan. Please go ahead.

Matt Duncan Stephens Inc.:

<Q>: Hi, guys, a couple of more quick things here. On the productivity with the new hires
remind us how many new operators you have working for you right now and what is the
typical learning curve for those guys? Like how quickly do you expect them to get to
normal productivity level?

<A>: In terms of the number of new operators, obviously with the continue revenue growth
we keep adding on in the neighborhood of a couple hundred a year. In terms of the training
and getting them up to speed. In general with the training programs we have in place it is
anywhere from one to four weeks depending on what kind of position they are running in,
whether they are running a truck or dozers and some of the construction in the pipeline
construction we do use a lot of the specific labor force from the farmers to suit our
seasonality needs but in the oil sands this growth is more continued and more reliable. We
still have a large bump in the fourth quarter of the year when we do have an exceptional
growth and exceptional work rates and we have to add on additional personnel that
generally get laid off in the April timeframe.

<A>: Also you should probably recognize that we’ve factored in this train be development
curve into our bid process now.

<Q>: Okay.
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<A>: This is an issue we have and other operators have in oil sands and we are factoring in
the change in productivity and how we are bidding jobs.

<Q>:0Okay. And then two more quick housekeeping questions. On general administrative
expenses the percent of sales if | back out the 2.4 million dollars worth of bonuses | get
7.3% and full year last year was 6.3.

<A>: Yes.

<Q>: Should we be thinking those expenses are going to be higher as percent of sales in
fiscal ‘08 than in fiscal '07?

<A>: | think what we talked about before with the implementation of new JD Edwards and
the work that we're do respect to Sarbanes-Oxley compliance we expect our G&A costs
this year to be higher than they would normally be.

<Q>: Okay.

<A>: Our mid-term target for G&A has been and is still around 6%, but it won’t be there for
this year. It is going to be you know like we said before it will be higher than that as a result
of these other initiatives.

<Q>: Okay. More the 7% range for this year.

<A>: Yeah.

<Q>: Rod, you commented on an earlier question about capacity. You know right now you
guys got to the fourth quarter that you may not have as much. And so | guess what I'm
wondering is on year-over-year revenue comparison | would assume you have added
enough new equipment we should be thinking that December and March should both be up
nicely from last year, but in terms of capacity to add new projects from today you would
need more equipment.

<A>: Yes, we're (inaudible) equipment already on the way.

<Q>: Okay. So you are adding capacity so you can go bid more January, February and
march work.

<A>: Yes.

<Q>: Thank you.
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Operator:
Thank you. Gentlemen there are no further questions at this time I'm turn the conference

back to you for closing remarks.

Rodney Ruston:

Thank you very much, ladies and gentlemen, and we’ll be talking to you again at the end of
the next quarter.

Operator:
Thank ladies and gentlemen, this concludes the conference call for today. You may now

disconnect your lines and have a great day.
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