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INTRODUCTION

Effective May 21, 2013, pursuant to the order of the Honourable Justice J.D. Rooke (the
“Receivership Order”), Alvarez & Marsal Canada Inc. was appointed Receiver and Manager (the
“Receiver” or “A&M?”) without security of all the current and future assets, undertakings and
properties of every nature and kind whatsoever, and wherever situate including all proceeds
thereof (the “Property™) of Dowland Contracting Ltd. (“DCL”), Dowland Industrial Works Ltd.
(“DIW™) and 6070 N.W.T. Limited (*6070”) (collectively, the “Dowland Group” or the
“Company”) pursuant to section 13(2) of the Judicature Act, R.S.A. 2002, c. J-2 and section
243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended, (the “BIA”) and
65(7) of the Personal Property Security Act, R.S.A. 2000, c. P-7 in the within action (the

“Receivership Proceeding”).

On August 16, 2013, this Honourable Court granted among other things, orders Approving Sales
and Vesting Orders approving the marketing and sale activities of the Receiver in respect of
select parcels of Property (the “Sales Process”). Subsequently, the Receiver was presented with a

letter of intent from a third party dated September 17, 2013 to purchase certain assets of DIW.

The Receiver’s legal counsel has filed a notice of application dated September 27, 2013 (the
“Notice of Application™) to be heard October 4, 2013 seeking an order Approving Sale and
Vesting Order in respect of certain assets of DIW including certain miscellaneous tools, the
Receiver’s right, title and interest in and to the name “Dowland Industrial Works Ltd.” and the
goodwill of DIW (collectively, the “DIW Assets™).

The Receivership Order, with the Notice of Application and select motion material and other
documents filed in the Receivership Proceedings, are posted on the Receiver’s website at

www.amcanadadocs.com/dowland.

Capitalized words or terms not defined or otherwise ascribed a meaning in this report are defined

or ascribed a meaning in the Receiver’s earlier reports to the Court and the Receivership Order.

All references to dollars are in Canadian currency unless otherwise noted.

PURPOSE OF REPORT

This is the Receiver’s fourth report (the “Fourth Report”) and it has been prepared as a special
purpose report to advise this Honourable Court with the Receiver’s activities and conclusion and
recommendation with respect to the orders Approving Sales and Vesting Order sought by the

Receiver in respect of the DIW Assets.
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3.1

SALE OF THE DIW ASSETS
Receiver’s Powers and Basis for Sale of Property

Pursuant to section 3 of the Receivership Order, the Receiver is empowered to among other
things:
“3.... (k) to market any and all of the Property, including advertising and soliciting offers in

respect of the Property or any part or parts thereof and negotiating such terms and conditions of
sale as the Receiver in its discretion may deem appropriate;

(1) to sell, convey, transfer. Lease or assign the Property or any part or parts thereof out of the
ordinary course of business,

(i) without the approval of this Court in respect of any transaction not exceeding
$5250,000, provided that the aggregate consideration for all such transactions does not
exceed §1,000,000; and

(ii) with the approval of the Court in respect of any transaction in which the purchase
price or the aggregate purchase price exceeds the applicable amount set out in the
preceding clause,

and in each such case notice under subsection 60(8) of the PPSA shall not be required;
(m) to apply for any vesting order or other such orders necessary to convey the Property or and
part or parts thereof to a purchaser or purchasers thereof, free and clear of any liens or

encumbrances affecting such Property; . ..".
Proposal to Consider the Purchase of the DIW Assets

Subsequent to the Personal Property Order, Canonbie Contracting Limited (“Canonbie™)
resubmitted an offer to purchase certain assets of DIW (excluding contracts and accounts
receivable) including any goodwill in the business of DIW. A proposal to consider the purchase
of the assets of DIW dated September 17, 2013 (the “Proposal”) was presented to the Receiver

which included the following terms:

a) In consideration of a purchase price of $200,000.00 (plus applicable GST/HST and PST),

Canonbie would purchase the DIW Assets comprised of the following:
i. Allrights to and title in the name “Dowland Industrial Works Ltd.”,
ii. A customer list as at May 31, 2013;
iii. A list of trades accounts payable as at May 31, 2013;

iv. Select quality, inspection and testing documentation of DIW to the extent

this documentation is available;



v. The Receiver’s interest in the goodwill of DIW to the extent it is assignable;

vi. Subject to relevant sections of the British Columbia Personal Information
Protection Act, a listing of DIW’s employees and their contact information as

at the latest date after December 31, 2012; and

vii. Miscellaneous tools and supplies located at DIW’s former project site near

Rocanville, Saskatchewan,

b) Canonbie would be permitted to undertake due diligence investigations which would be
completed no later than September 27, 2013. Canonbie has confirmed the satisfaction of this

condition;

¢) Notwithstanding the provision in the Receivership Order which permits a sale of Property by
the Receiver not exceeding consideration of $250,000 without the approval of the Court,
Canonbie has made the proposed sales transaction subject to, among other things, an order of
this Honourable Court vesting title to the DIW Assets in Canonbie free and clear of any and

all claims, liabilities and encumbrances; and

d) Completion of the transaction contemplated in the Proposal would be on or before October 4,
2013.

A copy of the Proposal is attached hereto as Appendix “A”.
Receiver’s Review and Considerations

33 The Receiver’s review of the proposed sale of the DIW Assets to Canonbie involved

consideration of the following issues:

a) the extent to which the highest price was achieved for the DIW Assets and the total

consideration being offered;

b) the overall execution risk associated with closing a transaction with Canonbie and its

reputation and financial wherewithal;

c) the economic interests of DIW’s principal secured creditors, Royal Bank of Canada,

Intact Insurance Company and Continental Casualty Company; and
d) the fairness of the process to effect a sale of the DIW Assets to Canonbie.

34 During the Sales Process, Canonbie had submitted an offer to purchase the DIW Assets as well as
certain heavy equipment and other assets owned by DCL that related to DIW’s operations in

British Columbia. Canonbie’s previous offer was not accepted by the Receiver as it was less
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desirable in terms of purchase price than competing bids for various DCL equipment located in
British Columbia. Subsequent to the Personal Property Order being granted, the Receiver and
Canonbie held extended negotiations over the terms of the Proposal which was specific to DIW

Assets (i.e. no equipment or other assets owned by DCL or any other Dowland Group entity).

Given the nature of the DIW Assets (i.e. intangible in nature and in effect, the goodwill of an
insolvent company), determining fair value of these assets can be difficult but the Receiver is
satisfied that the DIW Assets were adequately exposed to the market as a result of the earlier
Sales Process undertaken as well as the Company’s earlier attempts in the spring of 2013 (before
the Receivership Proceedings commenced) to market the operations and assets of the Dowland

Group.

Canonbie was the only interested party to offer to purchase the DIW Assets from the Receiver
during the Sales Process and subsequent thereto and as such, the purchase price consideration

offered represents the highest offer received.

Canonbie is a wholly owned subsidiary of Aecon Group Inc. which is a major, publicly listed
(TSX:ARE) construction company with operations across Canada. The Receiver has no concerns

regarding the financial wherewithal of Canonbie to compete the transaction described herein.

The Receiver is of the view that the proposed sales transaction to Canonbie is in the best interests
of the principal secured creditors and that the Sales Process and subsequent negotiations between
the Receiver and Canobie have been conducted in a manner which are fair and where no parties

involved in the Sales Process have experienced preferential or unfair treatment.

ORDERS APPROVING SALES AND VESTING ORDERS

As contained in the Notice of Application, the Receiver will be seeking the approval of the sale of
the DIW Assets as well as an order vesting title to Canonbie in the DIW Assets, free and clear of

all liens, encumbrances and other such limitations or restrictions in respect of title.
RECEIVER’S CONCLUSION AND RECOMMENDATION

Conclusion

As noted in the Receiver’s Third Report, the Receiver is of the view that it has made
commercially reasonable efforts to obtain the highest realizations for the Property which has been
the subject of the Sales Process. The offer to purchase the DIW Assets which are referenced

herein are, in the opinion of the Receiver, fair and commercially reasonable in the circumstances.



5.2 Receiver’s Recommendation

53 The Receiver respectfully recommends that this Honourable Court grant the Sales and Vesting

Order sought by the Receiver in respect of the sales of the DIW Assets.

ok ok ok
All of which is respectfully submitted to this Honourable Court this 27" day of September, 2013.

ALVAREZ & MARSAL CANADA INC.,
in its capacity as Receiver of Dowland Contracting Ltd.,
Dowland Industrial Works Ltd. and 6070 N.W.T. Limited

et -

Per:  Todd M. Martin
Senior Vice President
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CANONBIZ

An Aescon Company

Via Email
September 17, 2013

Alvarez & Marsal Canada
400 Burrard Street

Suite 1680, Commerce Place
Vancouver, BC V6C 3A6

Attention:  Todd Martin, Managing Director (tmartin(alvarezandmarsal.com)

Sirs:

Re: Proposal to Consider Purchase of Assets of Dowland Industrial Works Litd.

We understand that, pursuant to a Receivership Order granted by the Court of Queen’s
Bench of Alberta (the “Court™) on May 6, 2013, with effect from May 21, 2013, Alvarez &
Marsal Canada Inc. was appointed Receiver and Manager of various corporations (the
“Vendor”) including Dowland Industrial Works Ltd. (“Dowland™).

This letter confirms our discussions to date and our mutual understanding with respect to
the potential acquisition (the “Proposed Transaction”) by Canonbie Contracting Limited or
one of its affiliates (the “Purchaser’) of those assets of Dowland listed in Schedule | hereto (the
“Assets”). Specifically, this letter sets out the general terms and parameters of our initial
discussions regarding the Proposed Transaction, including certain terms and conditions that are
proposed to be included in a definitive purchase agreement with respect to the Proposed
Transaction (the “Bill of Sale”).

1. Purchase Price. The purchase price (the “Purchase Price”) for the Assets will be two
hundred thousand dollars ($200,000) plus applicable HST/GST and PST. The foregoing
preliminary valuation of the Assets is subject to the due diligence investigation and
review described below.

The Purchaser will not assume any liabilities of Dowland or the Vendor of any kind,
including without limitation any liability for any tax, pension, employment or
environmental matter, unless specifically provided for in the Bill of Sale.

(8]

Timing, Immediately upon signing this letter, the Vendor will allow Purchaser to
perform due diligence investigations as set forth at section 3 below up until September
27, 2013. Purchaser and the Vendor will work diligently and in good faith to settle the
Bill of Sale with a view to completing the transaction (the “Closing™) on or before
October 4, 2013 or such other date as agreed between the parties (the “Closing Date”),
subject to the Purchaser’s Conditions (as defined below).

#161, 2055 Premier Way, Sherwood Park, Alberta TBH 0G2 Canada
Phone: 780-410-6900 Fax: 780-410-6943  Toll Free: 1-877-477-5020
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Effect of this Letter. Sections | and 2 of this letter represent the mutual understanding
of the Purchaser and the Vendor with respect to the Proposed Transaction and are not
intended to and do not constitute a legally binding obligation of the Purchaser to purchase
the Assets. The parties acknowledge and confirm that until the Bill of Sale is signed,
there are no legally binding obligations between the Purchaser and the Vendor relating to
the Proposed Transaction. whether set out in this letter or otherwise, except for the
obligations set out in Sections 7 through 14 below, which for good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged. are and shall
remain legally binding on the Purchaser and the Vendor subject to Section 11.

Bill of Sale. The Purchaser or its Representatives (as defined below) will prepare the first
draft of the Bill of Sale and will provide it to A&M and its legal counsel for their review
and comment. The Bill of Sale would be subject to the following Closing conditions:

(a) receipt of all necessary approvals from the board of directors of the Purchaser’s
ultimate parent, Aecon Group Inc.;

(b) an Order of the Court vesting title to the Assets in the Purchaser free and clear of
any and all claims, liabilities and encumbrances; and

(c) confirmation of the change of name of “Dowland Industrial Works Ltd.” to a
numbered company name and Dowland’s and A&M’s consent to the Purchaser’s
use of such name.

Except as expressly provided in section 4(b) hereof, the Purchaser acknowledges that it
has inspected the Assets, and that the Assets are sold on an “as-is” whereas basis at the
time of Closing, and that no representation, warranty or condition is expressed or implied
as to title, description, fitness for purpose, merchantability, quantity, condition, cost,
quality thereof, or compliance with any environmental laws and requirements, or in
respect of any other matter whatsoever. Without limitation, all Assets are offered as they
exist on Closing and with no adjustments to be allowed to the Purchaser for changes and
conditions, qualities or quantities, to the Assets from the date hereof to the Closing Date.
The Purchaser acknowledges that A&M is not required to inspect or count, or provide
any inspection or counting of any of the Assets or any part thereof, and that the Purchaser
shall be deemed to have relied entirely on its own inspection and investigation, including
any independent investigation of any of the Assets, in order to satisfy the Purchaser as to
the effect of any matter, including environmental laws, regulations or requirements upon
the Assets. It shall be the Purchaser’s sole responsibility to obtain, at its own expense,
any consent to such transfer and any further documents or assurances which are
necessary or desirable in the circumstances, with the exception of abtaining the Court
Order required pursuant to section 4(b) hereof.”

Due Diligence. Commencing upon the execution of this letter by the Vendor, the Vendor
shall give the Purchaser and the agents, directors, officers, employees, consultants,
representatives or advisors (the “Representatives”) of the Purchaser access to, and shall
make available to them for inspection and review, the Assets and all books of account,
audit work, papers, business and financial records, leases, agreements and other

#161, 2055 Premier Way, Sherwood Park, Alberta T8H 0G2 Canada
Phone: 780-410-6900 Fax: 780-410-6943  Toll Free: 1-877-477-5020
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12.

documents of or relating to the Assets, that the Purchaser or its Representatives
reasonably consider to be necessary or advisable. The Vendor shall make its auditor,
legal counsel and other Representatives of the Vendor available for consultation and
verification of any information so obtained. It is the Purchaser’s intention to complete its
due diligence review by September 27, 2013.

Confidentiality. The Purchaser and the Vendor acknowledge and confirm that they are
bound by the terms of the confidentiality agreement executed concurrently herewith
between the Purchaser and the Vendor in respect of the Proposed Transaction (the
“Confidentiality Agreement”).

[Not used].

Public Announcement. Neither the Purchaser nor the Vendor shall make any public
announcement concerning the Proposed Transaction or related negotiations without the
other party’s prior written approval, except as may be required by law or rule of any
stock exchange or quotation system. If such an announcement is required by law or rule
of any stock exchange or quotation system, the party required to make the announcement
shall inform the other party of the contents of the announcement proposed to be made and
shall use its reasonable efforts to obtain the other party’s approval for the announcement,
which approval may not be unreasonably withheld.

Expenses. Each of the Purchaser and the Vendor shall be responsible for and bear all of
its own costs and expenses incurred in connection with the Proposed Transaction,
including any broker’s or finder’s fees and expenses of their respective Representatives,
incurred at any time in connection with pursuing or consummating the Proposed
Transaction.

Assignment. Neither party shall assign any of its rights and obligations provided for or
referred to in this letter without the prior written consent of the other party.

Termination, Sections 6, 8, 9 and 13 shall survive termination of this letter. Other than
Sections 6, 8, 9 and 13, the binding provisions of this letter shall terminate without
liability on the earlier of: (i) the date the Bill of Sale is signed by the parties; (ii) the
expiry of the Exclusivity Period; (iii) the date the parties agree in writing to terminate
negotiations; and (iv) upon written notice by the Purchaser if, at any time, it is not
satisfied, in its sole discretion, with its due diligence examination of the Shares or the
Corporation; or.

Counterparts. This letter may be signed in one or more counterparts, each of which
shall be deemed an original, and all of which together shall constitute one and the same
instrument.

Governing Law. This letter shall be governed by and construed in accordance with the
laws of the Province of British Columbia and the federal laws of Canada applicable
therein.

#161, 2055 Premier Way, Sherwood Park, Alberta TBH 0G2 Canada
Phone: 780-410-6900 Fax: 780-410-6943  Toll Free: 1-877-477-5020
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14, Entire Agreement

(a) Except for the Confidentiality Agreement, the binding provisions of this Letter
constitute the entire enforceable agreement between the parties and supersede all
prior oral or written agreements, understandings, representations and warranties
and course of conduct and dealing between the parties with respect to the matters
referred to in this Letter.

(b) Except as otherwise expressly provided in this Letter, the provisions of this Letter
may be amended or modified only by written agreement of all of the parties.

To confirm the foregoing, please sign and return one copy of this letter.
Yours very truly,

Canonbie Contracting Limited

By:

Name: Maurice D’ Aoust

Title: President

/ y
Acknowledged and agreed this 7 day of September, 2013:

Alvarez & Marsal Canada Inc.

In its capacity as Receiver and Manager of
Dowland Industrial Works Ltd. and not in its
corporatc or personal capacity

By: / 2/

Title: S—/.w/c';e, (e& &C:S (DELT

#161, 2055 Premier Way, Sherwood Park, Alberta TBH 0G2 Canada
Phone: 780-410-6900 Fax: 780-410-6943  Tall Free: 1-877-477-5020
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Schedule 1

The Assets are defined as:

12

All rights to and title in the name “Dowland Industrial Works Ltd.”;
A listing of customers of Dowland as at May 31, 2013;
List of Dowland’s trade accounts payable as at May 31, 2013;

Select quality, inspection and testing documentation of Dowland to the extent it is
available;

A&M’s interest in the Goodwill of Dowland to the extent it is assignable;

Subject to the relevant sections of the British Columbia Personal Information Protection
Act, a list of Dowland’s employees and their contact information , and an employee
listing as at December 2012 (or latest date thereafter); and

Miscellaneous tools listed on Appendix A hereto which are currently in the possession of
Canonbie and/or AMEC at the PCS Rocanville, Saskatchewan project site.

I

7
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Phone: 780-410-6900 Fax: 780-410-6943  Toll Free: 1-877-477-5020

Page 5 of 8

I
7 /' ?

2]



| - % Ton Chain Fall
9 - | Ton Chain Falls
Il -1 % Ton Chain Falls
7 -2 Ton Chain Falls
2 - 3 Ton Chain Falls
4 - 5 Ton Chain Falls

| -% Ton Come-a-long

2 -1 Ton Come-a-longs

3 -1 Y% Ton Come-a-longs
[ -5 Ton Come-a-long

1 - 6 Ton Come-a-long

3 - Mag Drills

23 - Beam Clamps

4 - Beam Rollers

8 - Beam Buddys

34 - Pipe Stands

7 - 4ft Ladders

5 - 6ft Ladders

15 - 8ft Ladders

4 - 10ft Ladders

2 - 12ft Ladders

3 - 20ft Extension Ladders
2 - 321t Extension Ladders

2 —3"— 8" Bevellers
| — 87— 13" Beveller
| -14” Beveller

Appendix A

This Schedule A on pages 6, 7 and 8 of 8, is a summary of and is not in addition to, the C

handwritten Tool [nventory attached hereto.

#161, 2055 Premier Way, Sherwood Park, Alberta T8H 0G2 Canada
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3 — Pipe Beveller Model 206A

Misc Beveller Rings — 18” — 42”

3 —22" Port a Power Jacks

2 -7 %" Port a Power Jacks

5 = 2" Port a Power Jacks

4 — 7" Port a Power Jacks

4 — 117 Port a Power Jacks

3 —3” Port a Power Jacks

3 —1 %" Port a Power Jacks

I =1 %" Port a Power Jacks
2 —4/2” Port a Power Jacks
7 — Port a power Hand Pumps

| = Hytorque Pump (older)

| = Hytorque Ratchet Head (newer)

I —Miller Trailblazer 302 Welder

Approx. 1500 feet — String Lights

68 — Retractable Lanyards 4ft — 50ft

10 - Bessie Clamps

48 - Harnesses

Approx. 1500 feet Extension Chords (actual number could be a lot higher)
12 - Wobble Lights

| — Hilti TE-24
2 - Hilti TE-30
2 —Hilti TE-70

| - Cement Mixer
| = Grout Pump
| - Honda 5500Watt Generator

I - Rigid Drill Press \j/// /
This Schedule A on pages 6, 7 and 8 of 8, is a summary of and is not in addition to, the T

handwritten Tool Inventory attached hereto. & /r g %

#161, 2055 Premier Way, Sherwood Park, Alberta T8H 0G2 Canada
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| - Rigid 535 Threading Machine
| - Rigid 300 Power Head

| - Table Saw

| - Compound Mitre Saw

| - Chop saw

Misc Tools as set forth in the following documents and summarized below

Small Tools

Slings

Shackles

Insulated Tarps

Trash Pumps

Air Mover

Halogen Light Stands
Wheel Barrows
Oxy/Act. Setups

Assorted Fall Protection (Lanyards, dog leashes, etc.)
Banding Machine

This Schedule A on pages 6, 7 and 8 of 8, is a summary of and is not in addition to, the
handwritten Tool Inventory attached hereto.

7

-
q / 7 /, b
#161, 2055 Premier Way, Sherwoad Park, Alberta TBH 0G2 Canada
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