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North American Energy Partners Inc. 
Q1 Conference Call Transcript 

 
 
 

Participants: 
 
Rod Ruston – President and CEO 
Peter Dodd – CFO 
David Blackley – VP Finance 
Miles Safranovich – VP Operations 
Bernie Robert  - VP Business Development & Estimating 
 

Operator 
Good-Day ladies and gentlemen.  Welcome to the North American Energy Partners 
Conference Call.  As a reminder, the conference is being recorded today August 14th, 2008.  
It is now my pleasure to introduce Kevin Rowand.  Please go ahead. 
 
Kevin Rowand – North American Energy Partners – Manager, Investor Relations 
Good morning ladies and gentlemen and thank you for joining us.  On this morning’s call, 
we will discuss our first quarter financial results for the three months ended June 30, 2008.  
All amounts are in Canadian dollars.  Participating on the call are Rod Ruston, President 
and Chief Executive Officer, Peter Dodd, Chief Financial Officer, David Blackley, Vice 
President of Finance, Miles Safranovich, Vice President of Operations and Bernie Robert, 
Vice President, Business Development and Estimating. 
 
Before I turn the call over to Rod, I would like to remind everyone that statements made 
during our prepared remarks or in the Q&A portion of the call with reference to 
management’s expectations or our predictions of the future are forward-looking 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 on these risks, please refer to our March 31, 2008 
management discussion, and analysis or annual information form, which are available on 
SEDAR & EDGAR. 
 
As we mentioned in our last call, management will not provide financial guidance.  After our 
prepared remarks, we look forward to taking your questions, but we ask that you post one 
question at a time in order to give everyone an opportunity to speak.  At this time, I will turn 
the call over to our CEO, Rod Ruston. 
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Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Thank you Kevin, and good morning ladies and gentlemen.  I©m delighted to be speaking to 
you all this morning.  Before I start into the main gist of the words, I want to say about the 
quarter I want to make you aware that subsequent to our filing of our MD&A yesterday, an 
error was identified in the backlog disclosure. 
 
The total backlog was reported at 675 million and should have been reported as 932 
million.  The corrected backlog was for a unit price contract in our heavy construction and 
mining segment.  The backlogs reported for the pilling and pipeline segments were correct 
and the backlog reported for all other types of contract were correct.  The correct backlog 
for unit price contracts is $850 million dollars...$855 million dollars I should say.  We’re filing 
an amended MD&A and everything else in the MD&A was correct. 
 
Moving on, I’m pleased to announce that our fiscal 2009 year is off to a good start with 
strong first quarter performance and growth in both our top line and bottom line results.  
Peter is going to provide more of the financial detail in just a few moments but I’ll start off 
with a few comments about the quarter. 
 
We continue to capitalize on the significant opportunities in the oil sands, in the pipeline 
industry and across Western Canada to deliver another strong quarter.  Our first quarter is 
generally a slower quarter due to seasonality, however, this year although we did have 
some weather impacts, we experienced high activity levels across the business. 
 
Our consolidated revenue for the first quarter of fiscal 2009 was up 55% to $259 million 
compared to the same period last year.  This reflects continued growth in all three 
segments of our business.  Our consolidated bottom-line results were even better with 
gross profit more than tripling to $48 million and gross margin climbing to 18.4% from 8.9% 
in the comparable quarter last year.  This was despite encountering some margin 
challenges in one of their oil sands projects that Miles will discuss shortly. 
 
The combination of higher revenue and stronger margins contributed to a 278%  
improvement in Consolidated EBITDA, which increased to $37 million.  In addition, we 
achieved net income of $19 million or 53 cents per share.  Overall, we were pleased with 
these results and by the strong contribution from all three of our business segments.  Our 
Heavy Construction and Mining segment, which is our largest business, increased revenue 
by 49% year-over-year as we expanded our work at Petro-Canada©s Fort Hills oil sands 
project and continued to increase services under our site services agreements at Albian 
and Syncrude. With the race in commissioning of the Bucyrus shovel, it became fully 
operational during the first quarter.  We ran production up on our Overburden Mining 
Contract at Canadian Natural’s Horizon project.  We continue to provide construction 
services at Suncor’s Voyageur project and substantially completed our work on Suncor’s 
MNU project during the quarter.  Our piling division also benefited from strong demand, 
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achieving revenue growth of 20%.  We made good progress on our piling contract at 
Voyageur during the period and experienced continued strong growth in the commercial 
and industrial construction markets of Western Canada.  Piling margins, however, were 
affected by timing of receipt of outstanding change orders.  We expect to recognize the 
revenue on this work in subsequent periods when the change orders are processed. 

 

I’m pleased to report that our strong pipeline performance continued.  Revenue was $27 
million and segment profit was $9 million, a significant improvement from the loss in this 
division last year.  These gains reflect both our continued work on the TMX Anchor Loop 
project and the settlement of a claim related to one of the pipeline projects that incurred a 
loss last year.  We recognized $5.3 million in claims during the quarter. 

 

Overall, we are very pleased with our first quarter fiscal 2009 results and remain optimistic 
about our future opportunities.  We are pursuing a diverse range of opportunities in all our 
key markets and particularly in the oil sands where the scale of projects continues to grow. 

 

I will now turn it over to our CFO, Peter Dodd, to elaborate on the financial results. 

 
Peter Dodd – North American Energy Partners – Chief Financial Officer 
Thank you, Rod, and good morning, everyone.  I will now review the financial results for the 
first quarter fiscal 2009 as compared to the first quarter fiscal 2008.  As mentioned in our 
release, we have restated net income for June 30, 2007 and comparisons here are to those 
restated numbers. 
 
Starting with revenue, for the first quarter of fiscal 2009, consolidated revenue increased  

55% to $259 million dollars with all business segments contributing to this growth.  First 

quarter fiscal 2009 gross profit increased 220% to $47.6 million dollars reflecting higher 

revenue and an increase in gross profit margin to 18.4% from 8.9%  a year earlier.  The 

significant margin improvement primarily reflects the return to profitability in the pipeline 

business and the recovery of $5.3 million in claims of revenue related to the pipeline losses 

in previous periods. 
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The margin improvement also reflects lower equipment costs due to higher activity levels 
and in turn relatively less repair and maintenance work completed during the first quarter of 
fiscal 2009.  Operating income increased to $26.9 million from a loss of $0.4 million 
primarily reflecting the improvement in gross margin and the decrease of general and 
administrative expense to 7.4% of revenue from 8.7% of revenue during the same period 
last year.  
 
Consolidated EBITDA, which we consider to be a key indicator of our operating 
performance improved to $36.7 million dollars from $9.7 million a year ago.  Similarly, we 
achieved improved year-over-year performance in our net income and earnings per share.  
With net income increasing to $19.1 million from a loss of $8.6 million last year and basic 
earnings per share climbing to $0.53 cents from a loss of $0.24 cents.  I want to point out 
however, that we do not view net income or EPS as particularly good indicators of our 
performance as these numbers are affected by non-cash items such as unrealized gains 
and losses on foreign exchange and derivative financial instruments. After adjusting for 
those non-cash items, basic earnings per share for the first quarter of fiscal 2009 would 
have been $0.42 cents per share compared to a loss of $0.14 cents per share in the first 
quarter of fiscal 2008. 
 
Turning to capital spending, this totaled $59 million in first quarter; $55 million of which was 
classified as growth capital investment and the remaining $4 million was sustaining capital 
investment.  We complemented this with approximately $21 million dollars in new 
equipment operating leases. 
 
Looking at liquidity, at the end of the first quarter of fiscal 2009, we had $51 million dollars 
of cash. However, there was $44 million dollars in accounts payable related to our first 
quarter capital spending.  We had approximately $104 million of borrowing availability 
under our $125 million dollar facility.  That $104 million dollars is after taking into account 
the $21 million of outstanding and un-drawn letters of credit to support  performance 
guarantees on our customer contracts. 
 
That summarizes our first quarter results.  I will now turn the call over to Miles Safranovich, 
our Vice President, Operations to tell you about our divisional results. 
 
Miles Safranovich – North American Energy Partners – Vice President Operations 
Thank you, Peter, and good morning everyone.  As previously stated we achieved growth 
in all three of our operating divisions during the first quarter.  Starting with Heavy 
Construction and Mining, it©s a very active quarter for this division.  We carried on with 
underground services installation at Suncor’s Voyageur project and completed our 
foundation underground work at Suncor’s MNU project.  Site preparation work at Petro-
Canada’s Fort Hills project continues to ramp up.  In addition, we increased our supply of 
mining support services at both Albian and Syncrude, and over at Canadian Natural we 
moved into our fourth year of our 10 year Overburden Removal Contract.  A high level of 
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activity helped us boost  first quarter of Mining and Heavy Construction revenue by 49% to 
$189.4 million compared to the same period in fiscal 2008.  Our gross profit meanwhile 
grew by 9.8% year-over-year reflecting the higher revenue partially offset by a lower gross 
margin on that revenue. 

 

Our first quarter gross margin for the segment was 11.3% compared to 15.4% last year. 
That was a result of production challenges related to haul road conditions, and site 
congestion on one of our projects. We are working with the client to improve coordination 
between North American’s fleet and their fleets and improve the haul road traffic ability and 
we’re also progressing through an analysis of our options through the contract.  Our 
margins on all other projects in this segment remain strong.   

 

Our piling segment also had a busy first quarter with revenue up 19.7% to $42.5 million 
dollars.  We ramped up work on Suncor’s Voyager project and benefited from strong 
commercial and industrial construction projects in the west, particularly in Saskatchewan 
where we are achieving strong growth. However, piling margins were lower at 20.4% due to 
a delay in the approval of change orders. Once the documentation is finalized we’ll be able 
to recognize the associated revenue. 

 

Now, turning to pipeline, this division continued to achieve very strong results in the first 
quarter as we made continued progress on the Kinder Morgan TMX Anchor Loop project.  
The contract is approximately 80% complete as of the end of June.   

 

As anticipated, the main pipelining activity slowed during the spring breakup period but 
some work extended a little further into April than expected due to favorable weather and 
the clients desire to complete the Jasper section before spring breakup.  The project 
resumed once ground conditions improved in early June.  We’re now working in the 
Valemont area on the BC side of the border and we are on track to complete this project on 
schedule this October. 

 

First quarter pipeline revenue increased to $27.1 million compared to last year. The bottom 
line gain was even more significant with segment profits increasing to $8.9 million from a 
loss of $1.2 million a year ago and margin growing to 32% from a negative margin of 
22.9%. Our results included the recovery of the $5.3 million dollars of claims revenue.  So, 
overall an excellent quarter for all three divisions. 
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Turning now to our equipment inventory, we acquired 21 medium to large sized trucks as 
well as various articulated trucks, dozers and excavators during the first quarter of fiscal 
2009.  Our ability to acquire heavy equipment has not been an issue at any point this year, 
but we are seeing increased lead times as the tire shortages for certain size trucks begin to 
ease. This increases the demand for equipment in those sizes.  We are closely monitoring 
and managing our tire situation and we believe that the combination of our current 
inventory and access to additional suppliers is sufficient to support our operating needs for 
the next nine months.  Looking forward to the balance of the year, we anticipate continued 
growth in our business. 

 

In addition to our existing mining and site services contracts with customers like Canadian 
Natural, Suncor, Syncrude and Albian, we anticipate increasing demand from Petro-
Canada, at its Fort Hills project, to continue.  Outside of the oil sands, we continue to 
provide constructability assistance to a number of potential clients. 

 

In our Piling division, robust conditions at the commercial and public construction markets 
and the oil sands related investment continue to provide new opportunities.  For example; a 
number of upgrader facilities are being planned for the Edmonton area and we have 
significant experience with this type of large scale project. 

 

Turning to Pipeline, the outlook for this segment reflects inherently variable nature of our 
pipeline work.  In the near-term we expect a slowdown once the TMX project concludes in 
October. However, a number of new pipeline projects are being considered for Western 
Canada to relieve the limited capacity and accommodate growing oil sands production.  
The TMX project represented just the first of these.  We believe our success to-date on the 
large and demanding TMX project positions us to compete successfully for some of the 
new projects coming to tender. 

 

In addition, there remains the regular need for smaller pipeline projects for which we would 
be an active bidder and we are pursuing a number of these leads.  Overall, the outlook for 
our three business segments remains positive and we continue to focus on strong business 
execution as we move forward. 

 

With that, I’ll now turn the call back to Rod to discuss the key financial trends in our outlook. 

 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
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Thank you, Miles. Subject to continued demand, we expect a continuing of extenuation of 
strong revenue performance in the Heavy Construction and Mining segment.  Margins in 
this segment will recover over the next couple of quarters as we work through the 
productivity issues on that one mining project.  Piling will also benefit from strong market 
conditions but given the current landscape of projects we expect Heavy Construction and 
Mining will lead the way. 
 
Margins in the piling segment vary depending on the type of piles and the contract structure 
and associated risk. Currently we have a higher proportion of cost reimbursable contracts 
with driven pile installation which dictate lower but still healthy margins.  We expect this to 
be the case for the next couple of quarters. 
 
As mentioned by Miles, Pipeline results are project based and we expect to see revenue 
from this segment decline once we complete the TMX project.  TMX will take us into late 
September, early October. We have identified some potential opportunities for the winter 
period, but these projects have not yet been tendered.  We will also continue to focus on 
managing our equipment costs through internal initiatives such as condition base 
monitoring software and preventative maintenance. We will also continue to reduce 
maintenance cost by determining optimal replacement times for our equipment.  We do 
expect that the higher activity in the first quarter will result in a sharing of the maintenance 
and repairs more equally out of the first and second quarters rather than having the 
concentration in the first quarter. 
 
Subject to continued demand we intend to finance our 2009 equipment purchases of $150 
million to $200 million through a combination of operating cash flow and operating leases 
and to maintain an owned, leased, rented balance that provides us with the flexibility to 
respond to our customers needs and also provides us with a sound risk profile while 
maximizing the utilization of our own fleet. 
 
Turning to G&A, as a percentage of revenue we still expect our fiscal 2009 G&A to be 
similar to the levels we were at in fiscal 2008. Overall our outlook is positive; we remain 
very excited about where the business is headed. 
 
With that I’ll turn the call back to the operator, .......thank you. ..... Operator? 
 
Operator 
Yes, I©m here. 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Turning the call back to you, we are up for questions please. 
 
Operator 
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Thank you ladies and gentlemen. If you would like to ask a question, please press star* one 
(1) on your touch-tone phone. To withdraw your question, press the "#" sign. If you are 
using a speaker phone, please lift your handset before entering your request.  Please 
standby for the first question; and we have a question from Matt Duncan, please go ahead. 
 
Matt Duncan – Stephens Inc. 
Good morning, gentlemen and congratulations on a very nice quarter. 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Thank you, Matt. 
 
Matt Duncan – Stephens Inc. 
The first question I’ve got, Rod, is on the Petro Canada Fort Hills project. It looks like that 
project is probably ramping pretty fast.  I mean, can you talk about sort of when the 
quarterly revenue there levels off, or are we still in the process of ramping up that project at 
this point? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
That project is still ramping up. 
 
Matt Duncan – Stephens Inc. 
Okay, so it should continue to ramp throughout the year then? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Miles? Do you have the timing on that? 
 
Miles Safranovich – North American Energy Partners – Vice President Operations 
Yes, it will continue to ramp throughout the year, yes.   
 
Matt Duncan – Stephens Inc. 
Okay, thank you, and if we look at the project where you guys had some higher cost, I 
guess it looks like it was haul road conditions and a crowded job site. Is that something that 
will be fixed by the second quarter here so that you would expect margins for that segment 
to go back up and, maybe, could you address what segment margin would have been for 
Heavy Construction and Mining, if that job had been in a normal margin? 
 
Miles Safranovich – North American Energy Partners – Vice President Operations 
I’ll answer that. We don’t have that number, but as I mentioned before, working with the 
client to improve the haul road condition to deal with the congestion, they have their other 
fleets onsite and that project’s about 30% complete. That’s one shovel and a small fleet of 
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trucks, you know, it©s a little bit more complex and congested than we originally anticipated. 
So, that’s about all I can say about what we’re doing on that one right now.   
 
Matt Duncan – Stephens Inc. 
So then, it sounds like it’s probably not completely fixed yet and it might have some impact 
on margins again in the second quarter, but things are going to get fixed at some point 
anyway? 
 
Miles Safranovich – North American Energy Partners – Vice President Operations 
Yes, I mean, in alignment with GAAP we have accrued for the cost of going forward and I 
believe we’ve accounted for the worst case scenario at this point. 
 
Matt Duncan – Stephens Inc. 
Okay, Okay, so you’ve already accrued for it all then, I got you, and was that haul road 
condition… did that have anything to do with the spring breakup and things just being 
overly muddy or is it just not big enough to handle all the traffic? 
 
Miles Safranovich – North American Energy Partners – Vice President Operations 
A combination of both. 
 
Matt Duncan – Stephens Inc. 
Okay, Rod, staying with the Heavy Construction and Mining segment on the last call, you 
had said revenues there would grow 25 or 30% this year and you guys obviously did much 
better than that in the first quarter up around 49%. You know, can we read anything into 
that?  Would you expect to see this higher level of growth to continue going forward? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
No, I wouldn’t think so.  I think there’ll be a bit of  balancing off, Matt. 
 
Matt Duncan – Stephens Inc. 
Okay, but still keeping in mind that the winter is going to be higher, just maybe the 
September quarter revenues there will be closer to first rather than up? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, that’s right.  Certainly the same balances will occur through the year we believe, but 
the amount over our expectation there, in the subsequent quarters, won’t be the same, so 
we think things will flatten off  a bit.  Some of the stuff in the first quarter was a bit of stuff 
brought forward….other additional work or just literally additional work, that we hadn’t 
planned for but I think the other quarters will just continue along as normal quarters. 
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Matt Duncan – Stephens Inc. 
Okay, and then, Rod, if we look at your backlog for pipeline, it sounds like you guys have 
not  put anything in the backlog yet for the winter pipelining season? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
That’s correct. The tendering process for winter pipeline work would be just starting now. 
 
Matt Duncan – Stephens Inc. 
Okay, then the $59 million in backlog that you had in pipeline, that’s all TMX Anchor Loop 
to be finished by sometime in October? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
That’s correct. 
 
Matt Duncan – Stephens Inc. 
Okay, that’s helpful, I appreciate it. So, when would you think then that the contracts will be 
awarded for the winter pipelining work? When would you expect to hear something on 
those? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
So that it comes out in the September, October sort of period, so that we can prepare for 
the winter and then away you go.   
 
Matt Duncan – Stephens Inc. 
So, probably by the next conference call you’re going to know what you’re working on over 
the winter in pipeline then? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yeah, certainly. I think by the next conference call we’ll have some idea of what we’ve got, 
but remember also, Matt, of what was said before, that the cost of not pipelining is not 
expensive and a lot of the equipment that we use in our pipeline division will, if we get a job 
in another division, which is particularly the industrial division, a lot of the equipment will go 
over into that division, so it does share about a little bit.  We do ......(indiscernible)......... 
potential opportunities out there in the pipeline business as well. 
 
Matt Duncan – Stephens Inc. 
Okay, last couple of things and I’ll get back in queue. First if I look at your equipment cost, I 
guess you guys said that because your revenue or because you were a little more active in 
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the quarter than you expected, maybe you didn’t quite get all of your preventative 
maintenance done, so it may....you know, the cost in terms of dollars spent in September 
may look pretty similar to June. Would you then expect it to be down from that level in the 
December and March quarters, kind of sticking with the way it was last year? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, basically, we expect it to be a bit of a balancing out because exactly what you said, 
you heard it correctly.  When you get a bit more utilization in that first quarter which is 
normally our heavy maintenance quarter we have to balance things out a bit  so it will 
spread out over into the second quarter. 
 
 
Matt Duncan – Stephens Inc. 
Okay, and then last thing in terms of CapEx.  I think on the last call, you guys said your 
CapEx expectation for the year was $150 to $200 million.  You spent about $59 this 
quarter.  Is it still 150 to 200 or is that changed at all? 
 
Peter Dodd – North American Energy Partners – Chief Financial Officer 
That’s still our expectation, Matt, subject to what we see in demand and what our views 
going forward are, the opportunities, but not also, the 150 to 200 includes leasing, as well 
as cash. 
 
Matt Duncan – Stephens Inc. 
Oh it does? Okay, thank you Peter, I appreciate it.  Congrats again to you guys on a nice 
quarter. 

 
Rod Ruston – North American Energy Partners – President and Chief Executive Officer 

Thank you! 
 

Operator 
And our next question comes from Jacob Bout.  Please go ahead. 
 
Jacob Bout – CIBC World Markets 
Good-morning! 
 
Rod Ruston – North American Energy Partners – President and Chief Executive Officer 

Good-day, Jacob! 
 
Jacob Bout – CIBC World Markets 
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Just going back to the margin for the Heavy Construction and Mining division, if you were to 
strip out  some of the congestion problems that you have there, what are you viewing now 
as kind of a normalized gross margin for this division? I mean, should we be using 
something similar to what we saw in fiscal 2007.  
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Right, Jacob, you’re cutting in and out. 
 
Jacob Bout – CIBC World Markets 
Well! what I’m really getting at here is, what is a normalized margin that we should be 
looking at for the Mining  and the Site Prep division. Is what we saw in fiscal 2008 the run 
rate that we should be looking at striping out any type of congestion issues? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, the sort of results we got in the 2008 year would be indicative of the sort of margin we 
can get in this segment.   
 
 
Jacob Bout – CIBC World Markets 
Okay! 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
We are seeing a little bit of increased competition in the segment as well, not a lot, but 
certainly a little bit more competition pressure. 
 
Jacob Bout – CIBC World Markets 
And your market share would be declining, flat, expanding in the oil sands? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
No, I don’t think the market share is declining, but the growth of the oil sands is expanding 
rapidly, as you know, and whenever there is a big project…big projects like the ones that 
are up there, you tend to get people from the outside wanting to get in.  It hasn’t been a big 
impact on us, but we are seeing a little bit of additional pressure.  Similarly, in the piling 
area there is a little bit of additional competitive pressure there too.   
 
Jacob Bout – CIBC World Markets 
Okay, and then just switching to tires. You’re saying  that situation has started to ease a 
little bit? Any improvements, in margins as a result of that? 
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Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Again, Jacob in which area?  
 
Jacob Bout – CIBC World Markets 
In tires. 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, Tires. The tire issue is starting to come off a little bit.  It’s mainly in the smaller size of 
trucks that are 100 ton, 150 ton trucks. The 240 and the 300 ton trucks still have some tire 
pressure on them, supply pressure I should say, tire pressure is a bit funny way to say, but, 
we’ve got secure supply, as we said, to service our equipment for at least for the next nine 
months to cover this year. The number very expensive tires that that we’ve had to buy has 
significantly reduced.   
 
Jacob Bout – CIBC World Markets 
So how should we be looking at this as far as cost savings, either in a dollar amount or on a 
margin base? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
There won’t be a real big cost saving because you will remember that we charged a tire 
premium to our customers and as we get less of the very expensive tires, basically, what 
happens is the tire premium comes off so what we said before was we were recovering sort 
of in the order of about 75% of the over cost of the tires, so as the tire costs comes down 
and normalizes the only savings we’ll make will be on that 24 .. 25% that we weren’t 
recovering on. 
 
Jacob Bout – CIBC World Markets 
Okay, and just a last question here.  Can you comment on some of the work that you’re 
doing in Baffinland Iron, and also some of the work in the airstrip in the oil sands? 
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, Bernie, would you like to respond to that? 
 
Bernard Robert – North American Energy Partners – Vice President Business 
development and Estimate 
Sure, Rod, yeah Jacob, Baffinland has formed a contractor group with their EPCM 
contractor AMEC and we’re a member of that group, so we get invited to and attend 
meetings on a monthly basis with that group and right now we are going through the 
constructability of that site. I think right now Baffinland is looking for a strategic partner, but 
they’re progressing fairly well with their constructability and still expect to go forward. 
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Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Right, Thanks, Bernie 
 
Jacob Bout – CIBC World Markets 
Thank You! 
 
Operator 
And, our next question comes from Bert Powell, please go ahead. 
 
Bert Powell – BMO Capital Markets 
Thanks, Miles. On the contract where you had, you know, some site issues, what’s the 
nature of that contract? Is that a cost plus, a fixed price, just give us a sense in terms of 
what sort of remedies you might have in terms of recovering some of that loss margin? 
 
Miles Safranovich – North American Energy Partners – Vice President of Operations 
Well, I’ll talk about the remedies that we have.  I mean, we work with the client to find better 
haul road access for our equipment, look at better hauls for our equipment. We also look at 
anything that the client should have been providing to us, their obligations and when they’re 
not, I mentioned before we go through the contract and request change orders. 
 
Bert Powell – BMO Capital Markets 
So, is there an amount that you feel you will be able to kind of recover from either change 
orders or claims from this? 
 
Miles Safranovich – North American Energy Partners – Vice President of Operations 
I can’t comment on that right now.  We are working with the client everyday to come up with 
the best solution to the problem and when we get there I will be able to finalize it with them 
down the road, but  no idea at this point in time. 
 
Bert Powell – BMO Capital Markets 
Okay, and just looking at, you know, the amount of revenue in the quarter under Master 
Services agreements, 130 million, I’m not sure exactly what the number is from the year 
ago, but it looks like it’s up fairly significantly. Is that simply just the anomaly around the 
seasonal patterns you saw this, or how are you seeing a step function up in terms of the 
types of services that you’re now providing for your clients under the Master Services 
agreement and that’s expected to kind of stay at this level or would you expect that things 
to kind of, mean revert on that a little bit. 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
I would consider that to be a....(indiscernible). 
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Bert Powell – BMO Capital Markets 
Okay, and Peter, just on the pipeline in the quarter, the $5.3 million recovery. That’s run 
through both the revenue and the operating income; it’s pure margin or it just comes in on 
the operating profit line? 
 
Peter Dodd – North American Energy Partners – President and Chief Executive 
Officer 
Yes. 
 
Bert Powell – BMO Capital Markets 
Just the operating profit line? 
 
Peter Dodd – North American Energy Partners – President and Chief Executive 
Officer 
Yes. 
 
David Blackley – North American Energy Partners – Vice President of Financing 
 
No, it goes through revenue and it flows right through to net income. 
 
Bert Powell – BMO Capital Markets  
Right, but it is booked into the revenue? 
 
Peter Dodd – North American Energy Partners – President and Chief Executive 
Officer 
Yes, Yes. 
 
Bert Powell – BMO Capital Markets 
Okay, and just a last question on the payables, up quite significantly. Is there anything that 
you would highlight there? 
 
Peter Dodd – North American Energy Partners – President and Chief Executive 
Officer 
We said in the release that quite a number of our equipment purchases were paid for in the 
subsequent quarter.   
 
Bert Powell – BMO Capital Markets 
Okay, so it’s all related to the CapEx side of the equation.   
 
Peter Dodd – North American Energy Partners – President and Chief Executive 
Officer 
Yes, so the cash was up and the AP was up.   
 
Bert Powell – BMO Capital Markets 
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Right, Okay, Right, thanks very much. 
 
Operator 
And, our next question comes from Ben Cherniavsky please go ahead.   
 
Ben Cherniavsky – Raymond James 
Hi Guys.  
 
Rod Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Hi Ben. 
 
Ben Cherniavsky – Raymond James 
Most of my questions have been answered. Can you maybe just talk a little bit about or can 
you elaborate a little bit on the comments you made about equipment supply getting tighter. 
Are you saying that because tires are becoming more accessible, people are actually now 
ordering equipment faster and have you not seen any, loosening of equipment, or are you 
speaking just about the mining equipment, primarily, because, you know, the reports are 
that in some of the mid and smaller size equipment supplies are starting to ease up a little 
bit?  
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, we’re talking mainly about mining equipment and predominantly about trucks which 
are the things that guide our business to a large extent and so what you had during the 
worst of the tire shortage was, you could buy a truck almost anytime because people 
weren’t ordering them, because you’d buy the truck, but you couldn’t get tires for it. As tires 
have become more available, people have said, ”well,  now that I’ve got tires I can buy the 
trucks”,  and so there has been a bit of  an extension in the delivery times of the smaller 
trucks.   
 
The demand for 300 and 400 ton trucks  remains very  high around the world and certainly 
the demand for 400 ton trucks, because of the very big purchases that  various companies 
are doing of those trucks, has extended out quite substantially.  We have, as we said 
before, extremely good relationships with Cat and Finning and  through that we believe we 
get a very fair treatment by those organizations to make sure we get the equipment that we 
require on time.  We haven’t had any situation where we’ve been stopped for lack of a 
piece of equipment being delivered on time, so. 
 
Ben Cherniavsky – Raymond James 
So what is the lead time now roughly for one of the heaviest trucks, say the 300 ton, 400 
ton trucks? 
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Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
A 400 ton truck for example if you ordered it today, you probably wouldn’t get it until very 
late 2010 or early 2011. 
 
Ben Cherniavsky – Raymond James 
Really! Okay, thanks guys. 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Okay. 
 
Operator 
And, our next question comes from Chase Becker.  Please go ahead. 
 
Chase Becker – Credit Suisse 
Hi, Good-morning, nice quarter! 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Thanks! 
 
Chase Becker – Credit Suisse 
Quick clarification on the Heavy Construction and Mining margins. I mean, I understand 
that you said that you expect that to tick back up throughout the balance of the year but if 
you look at your margins in the back half of last year, and I can appreciate there is some 
seasonality, they were pretty spectacular.   
 
So, I guess what I’m trying to figure out here is; number one, is this a...that GAAP between 
the 18% margin that you’re posting in the third and the fourth quarter and the 11% margin 
you’re posting in the first quarter. How much can you characterize seasonality versus this 
one specific contract and then the second part of that as we go forward are you thinking 
that you have kind of more of an immediate snap back in the margins, not maybe to that 
18% level, but I guess how gradual is the up tick as we think about that for the rest of the 
year?  
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
The way that GAAP requires us to report these issues is that we’ve looked forward in this 
contract to the end of the contract and said, “What is our expectation given what we know 
at the present time and having a view of the future, what’s our expectation in a worst case 
scenario, what’s going to happen, so we have pretty much taken into account, as far as we 
are aware, everything that’s going to impact on that one contract. So, what you’ll see is 
that, that contract, in the looking forward, it should pretty much have a zero impact on 



   

 

      

 

18 

18 

 

margins in the future.  So we should return back to a Heavy Construction and Mining 
margin with it back up closer to the 16 to 18% fairly quickly.   
 
Chase Becker – Credit Suisse 
Okay, very helpful, and I apologize if I missed this, but are you expecting to still kind of hear 
a timing of a decision on Kearl?  Is that still kind of late summer?  
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Interestingly, Kearl delayed their.....made announcements saying they are delaying their 
decision to early next year. It was in the Globe and Mail just for the Board to approve Kearl 
going ahead. It was supposed to be late summer but the Globe and Mail reported about a 
week ago that they’ve decided to put off the decision until probably first quarter next year.   
 
Chase Becker – Credit Suisse 
Okay, thank you. 
 
Operator 
And,  the next question comes from Daniel McDonald, please go ahead. 
 
Daniel McDonald – Peters & Co. 
Good-morning, guys! 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Daniel. 
 
Daniel McDonald – Peters & Co. 
Looking at the piling segment here, can you quantify the magnitude of the change orders 
had on the margins.  Would they have been back to the typical sort of high 20s you’ve 
historically had without those change orders you couldn’t recognize? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Probably more the mid 20s. 
 
 
Daniel McDonald – Peters & Co. 
Do you have any ideas of the time when you may feel to recognize those revenues? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
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I would expect that we’ll have them resolved in the next quarter.  The nature of the projects 
is that some of them are very large projects and the type of trial of getting a change order 
through sometimes can be delayed. 
 
Daniel McDonald – Peters & Co. 
Okay and then looking at the Mining segment, was there any impact on margins caused by 
delay or any ability to fully pass through riseing fuel costs here in the quarter? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
No. 
 
Daniel McDonald – Peters & Co. 
Okay, and then where you sort of pushed some R&M Repairs and Maintenance here into 
the next couple of quarters, do you think that’ll have any impact in your ability to, I guess, to 
generate the higher revenues you normally get here in that project going forward? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, interesting question.  It’s all a matter of balance and one of the things I’m a very, very 
strong believer in is that you do not run your equipment and completely bypass 
maintenance for the purpose of executing and generating or proceeding with your 
operations. You must have your maintenance. 
 
So, I can tell you that we will do the maintenance that was planned on the equipment; that 
we had planned to do maintenance in the first quarter and we will do that maintenance.  
What basically will happen though is because we have spread it over a longer period of 
time, if there is additional work that we would otherwise do except we’ve got a piece of 
equipment down, the longest spread will allow us access to rental equipment, and as far as 
we possibly can, if we got something down and we need to use it, we’ll replace it with a 
piece of rental equipment until we do the maintenance. 
 
Daniel McDonald – Peters & Co. 
You don’t expect that to materially impact your ability to do it. 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
No. 
 
Daniel McDonald – Peters & Co. 
Okay, and can you just provide a bit of color maybe on the nature of the increased 
competition you’re seeing up in the oil sands? 
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Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, what you’re seeing in any business of this type, the people that we were dealing with 
that were our competitors in the past have also bought new equipment and sometimes 
bringing equipment in from outside the oil sands.  It’s nothing to say that, Wow! here’s this 
big hit of additional competition. It’s just you can see that it’s there and you’ve got to expect 
it in this sort of a thing, if you‘ve got a place like the oil sands.  
 
I was down in Las Vegas about two months ago or something and they’re doing a major 
construction in the middle of Las Vegas and someone told me that that construction for a 
new city centre was about $8 billion dollars of a single construction project and that it was 
the biggest single construction going on in the United States at the present time.  Now I 
don’t know whether that’s true or not, it was just word of mouth, I was told. 
 
But, If you consider that and you look up in the oil sands of Alberta in an area that’s 
probably pretty close to the same footprint as the greater city of Las Vegas, we’ve got four 
or five projects all in the high teens or early twenties in billions of dollars going on, that 
people notice that and the good thing about North American is we’ve been there a long 
time, we’ve got immense experience up there and we’ve got very, very good customer 
relationships and avenues into getting the business, but there’s a lot of work and people 
notice it and they’re going to have a go at it. 
 
Daniel McDonald – Peters & Co. 
All right, great, thanks guys. 

 
Operator 
And the next question comes from Catherine Sebulsky, please go ahead.   
 
Catherine Sebusky 
Good- morning, I was wondering if you could provide equipment hours for the various types 
of ...(inaudible)? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Sorry Cathy, you want equipment hours for the various…(inaudible)?  
 
Catherine Sebusky 
Yes, exactly. 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Okay, we used to put out equipment hours, but we don’t do that anymore.   
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Catherine Sebusky 
Okay and have you guys experienced any further pressure on labor costs?  
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Not on the labor costs, because the contracts in the construction industry were all pretty 
much finalized last year, so labor costs now are running relatively steadily.  The cost is not 
a real issue the way we see it. Availability is a bit of an issue, but we’re working on a 
number of opportunities to secure additional labor and those opportunities are working very 
well.  So, we’re able to maintain or build up, particularly in the heavy duty mechanic area, 
we’ve been able to build up our crews and satisfy the demand that we have.   
 
Catherine Sebusky 
Okay great, thank you.   
 
Operator 
And, the next question comes from Matt Duncan. 
 
Matt Duncan – Stephens Inc. 
Hey guys, just a couple of followups.  First on, just Rod, kind of a big picture for a minute.  
Oil is falling from $145 to right around $117 today and as I understand it that really should 
have no impact on your business, yet it appears to have had some impact on your stock 
price.  Are you guys seeing any changes in demand at all from your customers and kind of 
what is their long-term view on oil prices?  
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
You’re correct in your first statement the way we are not oil price sensitive.  I think the 
market sometimes thinks that we are.  We are oil price sensitive at the point where a 
customer makes a decision to undergo and to commence a construction project in the Fort 
McMurray oil sands area, but once they’ve made that decision and keeping in mind that a 
100,000 barrel a day oil sands up-grader is in the order of 5 to 6 billion dollars of 
expenditure and these customers aren’t going to get 3 billion dollars through a project like 
that, and then say Oh! oil prices have dropped from $145 to $117 we’re going to stop.   
 
They’re going to continue the construction of that project and with the capital intensity of the 
projects up there, once they get that project constructed, the last thing they got to do is say, 
Oh! oil prices have dropped so therefore we’re going to turn the project off. They’ve got to 
run that project, full-bore, as hard as they possibly can.  So our only real exposure to oil 
price is when the customer is in the planning stage and that customer is then saying, “Will I 
or will I not go ahead with the initial start up of this project?”. 
 
Matt Duncan – Stephens Inc. 
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And, Rod, what is your understanding of kind of what the oil price today is that your 
customers look at and say, Oh! it’s got to be $60 or $65 a barrel before it’s profitable 
enough for us to go.  Do you have a kind of any feel for what that number is today? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
I have probably the same feel that you have. Customers don’t tell us what that position is, 
but hearsay and innuendo and everything else says that it’s something around 60 to 65 
dollars a barrel where the decision is made, so the cash break-even is significantly lower 
than that. 
 
Matt Duncan – Stephens Inc. 
Okay, yes that was our understanding too, I just wanted to make sure I was right and the 
last thing, I just want to follow up on Kearl.  We had heard early in July that Kearl had been 
awarded to someone and I understand that the Imperial Board is delaying the decision 
about going ahead with that project, but can you comment on whether or not the Keal 
project that you had been on, is that bid been awarded to anyone as far as you know? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
You’re correct in the fact that the Kearl board has decided to delay their decision as to 
whether to go ahead. There’s multiple contracts that are going to be awarded in the 
construction of the Kearl project. Our understanding is that the initial one has gone out and 
the decision to go ahead will be made by the board next year. 
 
Matt Duncan – Stephens Inc. 
So there is still plenty of opportunity for you at that project once they make a decision to go 
then? 
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
Yes, there is certainly opportunity for us.  There’ll be quite a number of contracts that will be 
left for various reasons across the Kearl Group.   
 
Matt Duncan – Stephens Inc. 
Right, thanks for the insight. 
 
Operator 
And, there are no further questions at this time; please continue.   
 
Rodney Ruston – North American Energy Partners – President and Chief Executive 
Officer 
If there are no further questions we’ll say to everybody thanks very much for joining us on 
the conference.  Once again, I’ll sum up to say we have put another good quarter together. 
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This is four good quarters in a row and we certainly see the business as being very robust, 
very strong and still maintaining a very competitive position in the oil sands with 
opportunities also outside the oil sands.  Happy to talk to you all, thank you very much, and 
we’ll sort of continue on and continue with the business.  Thank you. 
 


