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DE AR SHAREHOLDERS
With the completion of the refinancing strategy during the first quarter of 2016, the second quarter of 2016 was
the first full quarter where the operating results of Tuckamore Capital Management Inc. (“Tuckamore” or the
“Company”) consisted solely of ClearStream Energy Services Inc. (“ClearStream”). At the annual general meeting
on June 17, 2016, our shareholders approved the change of the Company name to ClearStream Energy Services
Inc. and, pending regulatory approval, the Company’s shares will trade on the Toronto Stock Exchange under the
new name with the symbol CSM. As part of the strategic reorganization of the business, the transition of head
office functions to ClearStream management began during the second quarter of 2016. This transition is expected
to be completed by the end of 2016.
Operationally, the second quarter of 2016 was significantly impacted by wildfires that hit the Fort McMurray and
Northern Alberta region in early May. ClearStream had over 1,000 employees working in the Fort McMurray area at
the time of fires and we are pleased to report that all of our people were safely evacuated from the region. The
fires had a devastating impact on the region and affected the lives of many of our employees and we continue to
work with our people and the city of Fort McMurray to assist in rebuilding the community. Operations in the Fort
McMurray region have gradually resumed since late May; however, the financial effects of this event continue, and
are expected to impact the third quarter financial results of ClearStream as we work with our customers to return
to full operations.
In addition to the impact of the Fort McMurray fires, challenging market conditions continued to influence the
financial results of the industry and ClearStream during the second quarter of 2016. Persistently low oil and gas
prices led to reduced customer cash flows as most of ClearStream’s customers operate in the oil and gas sector.
Our customers continued to implement maintenance spending reductions and deferrals during the second quarter,
which negatively impacted the operating segments of our business. Weak market conditions have also led to
pipeline and infrastructure project deferrals and cancellations that have reduced demand for many of the services
that ClearStream provides. In response to the challenging market conditions, ClearStream continues to reduce
costs and right-size the business to remain cost competitive and retain its existing customer base. Cost reduction
initiatives have targeted the two largest components of our cost structure; people and facilities. Over the last
eighteen months, the full-time employee headcount has decreased by approximately 45% and seven locations
have been closed, including two during the second quarter of 2016.
ClearStream has successfully increased its customer base throughout the downturn by remaining cost competitive
and focusing on safety and service quality. We completed three large plant turnarounds during the second quarter
and retained all key maintenance contracts. Customer retention, resilient maintenance demand and cost reductions
allowed ClearStream to remain operating cash flow positive during the second quarter of 2016, despite the impact
of the fire and difficult external market conditions.
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Although operating conditions are expected to remain challenging to the end of 2016 across the industry, we
remain optimistic about the financial outlook for ClearStream.

Maintenance delays and deferrals cannot persist

indefinitely as they are a critical part of the safety and production performance of the energy sector and our
customer base. Through refinancing, reorganization, and cost cutting initiatives, we believe ClearStream is wellpositioned for success in the near future.
Thank you for your continued support.

Dean T. MacDonald
Executive Chairman
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Management’s Discussion and Analysis
August 3, 2016
The following is management’s discussion and analysis (“MD&A”) of the consolidated interim results of operations,
balance sheets and cash flows of Tuckamore Capital Management Inc. (“Tuckamore” or the “Company”) for the
three and six months ended June 30, 2016 and 2015. This MD&A should be read in conjunction with Tuckamore’s
audited consolidated financial statements for the years ended December 31, 2015 and 2014.
All amounts in this MD&A are in Canadian dollars and expressed in thousands of dollars unless otherwise noted.
The accompanying interim consolidated financial statements of Tuckamore have been prepared by and are the
responsibility of management.

The contents of this MD&A have been approved by the Board of Directors of

Tuckamore on the recommendation of its Audit Committee. This MD&A is dated August 3, 2016 and is current to
that date unless otherwise indicated.
The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
This MD&A makes reference to certain measures that are not defined in IFRS and contains forward-looking
information. These measures do not have any standard meaning prescribed by IFRS and are therefore unlikely to
be comparable to similar measures presented by other issuers. See “Non-Standard Measures” on page 5.
Capitalized terms are defined terms, their meaning is explained in the “Definitions” section located on page 33, and
references to "we", "us", "our" or similar terms, refer to Tuckamore, unless the context otherwise requires.
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Forward-looking information
This MD&A contains certain forward-looking information. Certain information included in this MD&A may constitute forward-looking
information within the meaning of securities laws. In some cases, forward-looking information can be identified by terminology such as
“may”, “will”, “should”, “expect”, “plan”, “anticipate”, “believe”, “estimate”, “predict”, “potential”, “continue” or the negative of these terms or
other similar expressions concerning matters that are not historical facts. Forward-looking information may relate to management’s future
outlook and anticipated events or results and may include statements or information regarding the future plans or prospects of Tuckamore or
the Operating Partnerships and reflects management’s expectations and assumptions regarding the growth, results of operations,
performance and business prospects and opportunities of Tuckamore and the Operating Partnerships. Without limitation, information
regarding the future operating results and economic performance of Tuckamore and the Operating Partnerships constitute forward-looking
information. Such forward-looking information reflects management’s current beliefs and is based on information currently available to
management of Tuckamore and the Operating Partnerships. Forward-looking information involves significant risks and uncertainties. A
number of factors could cause actual events or results to differ materially from the events and results discussed in the forward-looking
information including risks related to investments, conditions of capital markets, economic conditions, commodity prices, dependence on key
personnel, limited customer bases, interest rates, regulatory change, ability to meet working capital requirements and capital expenditures
needs of the Operating Partners, factors relating to the weather and availability of labour. These factors should not be considered exhaustive.
In addition, in evaluating this information, investors should specifically consider various factors, including the risks outlined under “Risk
Factors,” which may cause actual events or results to differ materially from any forward-looking statement. In formulating forward-looking
information herein, management has assumed that business and economic conditions affecting Tuckamore and the Operating Partnerships
will continue substantially in the ordinary course, including without limitation with respect to general levels of economic activity, regulations,
taxes and interest rates. Although the forward-looking information is based on what management of Tuckamore and the Operating
Partnerships consider to be reasonable assumptions based on information currently available to it, there can be no assurance that actual
events or results will be consistent with this forward-looking information, and management’s assumptions may prove to be incorrect. This
forward-looking information is made as of the date of this MD&A, and Tuckamore does not assume any obligation to update or revise it to
reflect new events or circumstances except as required by law. Undue reliance should not be placed on forward-looking information.
Tuckamore is providing the forward-looking financial information set out in this MD&A for the purpose of providing investors with some
context for the “Third Quarter 2016 Outlook” presented. Readers are cautioned that this information may not be appropriate for any other
purpose.
Non-standard measures
The terms ‘‘EBITDA’’ and “Adjusted EBITDA” (collectively the ‘‘Non-GAAP measures’’) are financial measures used in this MD&A that are not
standard measures under IFRS. Tuckamore’s method of calculating Non-GAAP measures may differ from the methods used by other issuers.
Therefore, Tuckamore’s Non-GAAP measures, as presented may not be comparable to similar measures presented by other issuers.
EBITDA refers to net earnings determined in accordance with IFRS, before depreciation and amortization, interest expense and income tax
expense (recovery). EBITDA is used by management and the directors of Tuckamore (the “Directors”) as well as many investors to
determine the ability of an issuer to generate cash from operations. Management also uses EBITDA to monitor the performance of
Tuckamore’s reportable segments and believes that in addition to net income or loss and cash provided by operating activities, EBITDA is a
useful supplemental measure from which to determine Tuckamore’s ability to generate cash available for debt service, working capital, capital
expenditures and income taxes. Tuckamore has provided a reconciliation of income (loss) from continuing operations to EBITDA in its
consolidated financial statements and MD&A.
Adjusted EBITDA refers to EBITDA excluding the interest, taxes, depreciation and amortization of long-term investments, write-down of
goodwill, operating loss from long-term investments in assets held for sale, restructuring costs and gain on sale of long-term investment.
Tuckamore has used Adjusted EBITDA as the basis for the analysis of its past operating financial performance. Adjusted EBITDA is used by
Tuckamore and management believes it is a useful supplemental measure from which to determine Tuckamore’s ability to generate cash
available for debt service, working capital, capital expenditures, and income taxes. Adjusted EBITDA is a measure that management believes
facilitates the comparability of the results of historical periods and the analysis of its operating financial performance which may be useful to
investors. Tuckamore has provided a reconciliation of income (loss) from continuing operations to Adjusted EBITDA in its MD&A.
Investors are cautioned that the Non-GAAP Measures are not alternatives to measures under IFRS and should not, on their own, be construed
as an indicator of performance or cash flows, a measure of liquidity or as a measure of actual return on the shares. These Non-GAAP
measures should only be used in conjunction with the financial statements included in the MD&A and Tuckamore’s annual audited
consolidated financial statements available on SEDAR at www.sedar.com or www.tuckamore.ca.
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REPORTABLE SEGMENTS
Tuckamore owns 100% of ClearStream. A majority of Tuckamore’s operations, assets and employees are located in
Canada. Tuckamore utilizes EBITDA and Adjusted EBITDA as a performance measure for its segment results.
During the first quarter of 2016, Tuckamore completed the sale of its interest in Gusgo, as well as substantially all
of the net assets of Quantum Murray and Titan. As at June 30, 2016, Tuckamore’s only remaining investment was
its interest in ClearStream. Given the significant change in organizational structure, the Company considered and
concluded that there was a change in its reportable segments. The reportable segments discussed below, represent
the reportable segments that the chief operating decision makers consider when reviewing the performance of
ClearStream and deciding where to allocate resources.

Segment

Maintenance and
construction services

Business Description

Operational and maintenance services and construction
services to both the conventional oil and gas industry and
the oilsands.

Fabrication, wear technology
and transportation services.

Custom fabrication services supporting pipeline and
infrastructure projects, patented wear overlay technology
services specializing in overlay pipe spools, pipe bends and
plate, and transportation and pipe logistics services to the
drilling sector.

Corporate

ClearStream and Tuckamore head office management,
administrative, legal and interest expense costs.
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SECOND QUARTER 2016 PERFORMANCE
SUMMARY RESULT S ($00 0S)
Three months ended June 30,
2016

Six months ended June 30,
2015

Restated
Revenues

$

61,335

Cost of revenues - direct

$

(50,208)

2016

2015

1

118,536

Restated
$

129,975

$

1

210,504

(95,782)

(106,685)

(167,759)

Cost of revenues - indirect

(5,662)

(7,826)

(12,509)

(16,087)

Gross profit

5,465

14,928

10,781

26,658

Selling, general and administrative expenses
Amortization expense

(3,725)
(901)

(4,030)
(1,408)

(8,623)
(1,802)

(9,597)
(2,818)

Depreciation expense

(1,586)

(2,029)

(3,134)

(4,019)

Income from long- term investments

80

Interest expense

653

(4,704)

(155)

(5,793)

Write- down of goodwill

-

-

(8,700)

Gain from disposal of assets held for sale

-

-

1,114

Restructuring costs

-

Income tax expense - current
Net (loss) income from continuing operations

(2,607)

(20)

Income tax recovery - deferred
$

(2,607)

(19)

1,816

(5,391) $

(11,745)

-

(20)

-

708

(10,945)

(20)

-

1,510 $

3,370

(21,483) $

(70)

Add:
Amortization

901

1,408

1,802

Depreciation

1,586

2,029

3,134

4,019

Interest expense

4,704

5,793

10,945

11,745

20

19

Income tax expense - current

20

Income tax recovery - deferred
EBITDA

$

1,820

(1,816)
$

8,944

$

(3,370)

(5,583) $

15,162

-

Gain on sale of long- term investment

-

Restructuring costs

-

2,607

-

Operating income (loss) from long- term investments in assets held for sale

-

83

235

31

37

46

Adjusted EBITDA

$

1,851

8,700

(595)

$

11,076

20

-

Write- down of goodwill

Interest, taxes, depreciation and amortization of long- term investments

-

2,818

-

(1,114)

$

2,284

(595)
2,607
(210)
63
$

As at June 30,
S e le c te d Ba la nc e S he e t Ac c ounts

17,027

As at December 31,

2016

Total assets

$

Senior credit facility

141,236

2015
$

253,538

-

58,482

Senior secured debentures

171,485

174,311

Convertible secured debentures
Shareholders' deficit

24,172
(85,317)

(65,056)

1

Adjusted for discontinued operations and reclassification of certain selling, general and administrative expenses of

ClearStream to cost of revenues.
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SECOND QUARTER 2016 RESULTS
Revenues for the three and six months ended June 30, 2016 were $61,335 and $129,975 compared to $118,536
and $210,504 for the same periods in 2015. This represents a decrease of 48.3% and 38.3% for the three and six
months ended June 30, 2016 in comparison to the same periods in the prior year. ClearStream experienced lower
business volumes at most of its divisions due to the impact of decreased oil prices and the Fort McMurray wildfires.
Gross profit for the three and six months ended June 30, 2016 was $5,465 and $10,781 for the three and six
months ended June 30, 2016, compared to $14,928 and $26,658 for the same periods in 2015. Gross margins
were 8.9% and 8.3% for the three and six months ended June 30, 2016, compared to 12.6% and 12.7% for the
same periods in 2015. Margins at ClearStream in 2016 were well below those in 2015, largely due to reduced
pricing and decreased business volumes as a result of the impact of reduced oil prices on ClearStream’s business.
Corporate costs for the three and six months ended June 30, 2016 were $3,464 and $7,748, compared to $2,964
and $7,794 for the same periods in 2015. Despite successful cost cutting initiatives, the quarterly corporate costs
are higher in 2016 in comparison to the same period in the prior year due to a lower workers’ compensation board
rebate in 2016 versus 2015. Workers’ compensation board rebates are granted at the discretion of Alberta’s
workers’ compensation board.
Tuckamore’s continuing operations are now reported in its three operating segments: Maintenance and
Construction services, Fabrication, Wear Technology and Transportation services, and Corporate. For the three and
six months ended June 30, 2016, these three operating segments produced $1,851 and $2,284 of Adjusted EBITDA
compared to $11,076 and $17,027 for the same periods in the prior year. Refer to the chart on the following page
for Adjusted EBITDA by operating segment.
Non-cash items that impacted the results included depreciation and amortization. Depreciation and amortization
was $2,487 and $4,936 for the three and six months ended June 30, 2016 compared to $3,437 and $6,837 for the
same periods in 2015. The decrease in non-cash expenses is primarily related to the write-down of intangibles and
property, plant and equipment at December 31, 2015, resulting in lower net book values for these asset classes.
For the three and six months ended June 30, 2016, interest costs, excluding accretion expense, were $4,324
compared with $4,262 for the same period in 2015. Non-cash accretion expense was $189 and $2,106 for the
three and six months ended June 30, 2016, compared to $1,856 and $3,692 for the same periods in the prior year.
During six months ended June 30, 2016, the consolidated operating segments had capital expenditures and capital
lease payments of $3,414 compared to $4,246 during the same period in 2015.
The loss from continuing operations was $5,391 and $21,483 for the three and six months ended June 30, 2016,
compared to income from continuing operations of $1,510 for the three months ending June 30, 2015 and a loss
from continuing operations of $70 for the six months ended June 30, 2015.

Adjuste d EBITDA

Q 2 2 0 16

Q 2 2 0 15

Maintenance and Construction

3,876

9,952

Wear, Fabrication & Transportation

1,439

4,088

2 0 16 vs. 2 0 15

$000s
Cle a rS tre a m Industria l S e rvic e s

Adjusted EBITDA from portfolio operations

$

Corporate

$

(3,464)

Adjusted EBITDA from operations
1

5,315

$

1,851

14,040

(6,076)
(2,649)
$

(8,725)

$

(9,225)

(2,964)
$

11,076

(500)

Adjusted for discontinued operations
Tuckamore Capital Management Inc.
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SEGMENT OPERATING RESULTS
Maintenance and Construction Services
Three months ended June 30,
2016
2015
Revenues
Cost of revenues - direct
Cost of revenues - indirect
Gross profit
Selling, general and administrative expenses
Amortization expense
Depreciation expense
Interest expense

$

Income tax expense - current

50,971 $
(43,629)
(3,237)
4,105
(229)
(78)
(683)
(94)
(32)

Income (loss) for the period
Add:
Amortization
Depreciation
Interest expense
Income tax expense - current
EBITDA

$

2,989

$

78
683
94
32
3,876

Six months ended June 30,
2016
2015

96,080 $
(80,596)
(4,645)
10,839
(887)
(46)
(1,041)
(101)
(37)

$

8,727

$

46
1,041
101
37
9,952

106,034 $
(91,515)
(7,337)
7,182
(665)
(124)
(1,410)
(188)

166,193
(139,225)
(9,938)
17,030
(1,390)
(93)
(2,035)
(255)

(46)
$

4,749

$

124
1,410
188
46
6,517

(7)
$

13,250

$

93
2,035
255
7
15,640

(I) Revenues
Revenues for the Maintenance and Construction Services segment were $50,971 and $106,034 for the three and
six months ended June 30, 2016 compared to $96,080 and $166,193 in the same periods last year, which reflects
a decrease of 46.9% and 36.2% respectively.

The Fort McMurray wildfires that disrupted operations in the

Northern Alberta region led to the majority of the year-over-year declines. In addition, most of ClearStream’s
maintenance and construction customers operate in the oil and gas sector, which has been negatively impacted by
low oil and gas prices. Demand and pricing for services has decreased on a year-over-year basis due to these
market factors, which also contributed to the revenue declines.
(II) Gross Profit
Gross profit was $4,105 and $7,182 for the three and six months ended June 30, 2016 compared with $10,839 and
$17,030 for the same periods in the prior year. Gross profit margin for the three and six months ended June 30,
2016 were 8.1% and 6.8% compared to 11.3% and 10.2% for the same periods in the prior year. Due to variable
cost structure of the maintenance and construction business, direct cost of revenues has generally decreased at the
same rate as revenue. Indirect costs are more fixed in nature and have not decreased at the same rate as revenue.
This has resulted in a decrease in gross profit margins of 280 basis points for the three months ended June 30,
2016 and a decrease of 320 basis points for the six months ended June 30, 2016. ClearStream continues to target
indirect costs reductions that are in line with the decrease in revenue.

Tuckamore Capital Management Inc.

9

Second Quarter Report 2016

(III) Selling, General and Administrative Expenses (“SG&A”)
SG&A costs for Maintenance and Construction Services were $229 and $665 for the three and six months ended
June 30, 2016, in comparison to $887 and $1,390 for the same periods in the prior year. SG&A costs decreased by
74.2% and 52.2% for the three and six months ended June 30, 2016, in comparison to the same periods in the
prior year. The decrease in SG&A is primarily related to the cost-cutting measures which were initiated by
management in mid-2015 as a result of the impact of decreased oil prices on ClearStream’s business.
(IV) Seasonality
The Maintenance and Construction services segment’s revenues and profits are impacted by seasonality and
weather conditions. For example, winter conditions and excessively rainy periods can delay equipment moves and
thereby adversely affect revenues. Spring break-up typically occurs in March and April leaving many roads
temporarily incapable of supporting heavy equipment travel, thereby negatively impacting the Maintenance and
Construction services segment’s business.

Tuckamore Capital Management Inc.
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Fabrication, Wear Technology and Transportation Services

Three months ended June 30, Six months ended June 30,
2016
2015
2016
2015
Revenues
Cost of revenues - direct
Cost of revenues - indirect
Gross profit
Selling, general and administrative expenses
Amortization expense
Depreciation expense
Interest expense
Income (loss) for the period
Add:
Amortization
Depreciation
Interest expense
EBITDA

$

$

11,450
(7,518)
(2,427)
1,505
(66)
(72)
(726)
(82)
559

$

72
726
82
1,439

$

24,291 $ 26,120 $
(17,199)
(17,119)
(2,806)
(5,172)
4,286
3,829
(198)
(256)
(7)
(144)
(838)
(1,435)
(101)
(191)
$
3,142 $
1,803
$

$

7
838
101
4,088

$

144
1,435
191
3,573

$

47,502
(31,985)
(5,519)
9,998
(454)
(175)
(1,649)
(218)
7,502
175
1,649
218
9,544

(I) Revenues
Revenues for the Fabrication, Wear Technology and Transportation segment were $11,450 and $26,120 for the
three and six months ended June 30, 2016 compared to $24,291 and $47,502 for the same periods in the prior
year, which reflects a decrease of 52.9% and 45.0% respectively.
Fabrication revenue in the second quarter of 2016 decreased by 53% compared to the second quarter of 2015.
Fabrication demand is largely based on pipeline and infrastructure project activity. Low commodity prices have led
to limited new project growth in 2016, which led to a significant decrease in demand for Fabrication services during
the first half of 2016.

Pipeline approval delays and pricing decreases also contributed to the decline in second

quarter revenue.
Quarterly revenue for the Wear Technology division decreased by 62% on year-over-year basis during the second
quarter of 2016. Demand for ClearStream’s Wear Technology services is driven largely by pipeline maintenance
requirements for customers operating in the Alberta oilsands. The Fort McMurray fires disrupted operations in the
Alberta oilsands during May and June, which negatively impacted the demand for Wear Technology services during
this period. The services provided by this division are an integral part of the maintenance programs of oilsands
producers and the Company expects demand for this service to increase in the future.
Revenue in the second quarter of 2016 for the Transportation division declined by 24% compared to the second
quarter of 2015. The services provided by the transportation division are largely related to the transportation of
drilling and completions material and equipment. As a result of weak drilling and completion activity, demand for
ClearStream’s transportation services is down in 2016 relative to 2015. In addition, ClearStream’s transportation
division provides services to customer in the Fort McMurray area, and therefore, operations for this division were
also negatively impacted by the Fort McMurray fires during the second quarter.

(II) Gross Profit

Tuckamore Capital Management Inc.
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Gross profit was $1,505 and $3,829 for the three and six months ended June 30, 2016 compared with $4,286 and
$9,998 during the same periods of the prior year. Gross profit margin for the three and six months ended June 30,
2016 were 13.1% and 14.7% compared to 17.6% and 21.0% a year ago. Gross profit margins for the segment
declined due to decreased operational leverage on fixed indirect costs combined with lower pricing. These factors
were partially offset by cost control efforts that were realized during the second quarter. Direct cost of revenues
declined by 56% on year-over-year basis during the second quarter compared to a decrease in revenue of 53%.
Direct costs are variable in nature but have declined at a greater pace than revenue due to the cost cutting
measures implemented over the past several quarters.

(III) Selling, General and Administrative Expenses (“SG&A”)
SG&A costs for Fabrication, Wear Technology and Transportation Services were $66 and $256 for the three and six
months ended June 30, 2016, in comparison to $198 and $454 for the same periods in the prior year. SG&A costs
decreased by 66.7% and 43.6% for the three and six months ended June 30, 2016, in comparison to the same
periods in the prior year. The decrease in SG&A is primarily related to the cost-cutting measures which were
initiated by management in mid-2015 as a result of the impact of decreased oil prices on ClearStream’s business.

(IV) Seasonality
The Fabrication, Wear Technology and Transportation services segment’s revenues and profits are impacted by
seasonality and weather conditions. For example, winter conditions and excessively rainy periods can delay
equipment moves and thereby adversely affect revenues. Spring break-up typically occurs in March and April
leaving many roads temporarily incapable of supporting heavy equipment travel, thereby negatively impacting the
Fabrication, Wear Technology and Transportation services segment’s business.
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Corporate
Tuckamore’s head office functions will be transitioned to ClearStream’s offices during 2016.The tables below reflect
the combined costs of ClearStream’s corporate function and Tuckamore’s Toronto office.
Three months ended June 30,
2016
Selling, general administrative expenses

$

Six months ended June 30,

2015

(3,464)

2016

2015

(2,964) $

(7,748)

(7,794)
(2,551)

Amortization expense

(751)

(1,274)

(1,532)

Depreciation expense

(144)

(150)

(289)

(308)

(4,528)

(5,654)

(10,566)

(10,935)

Interest expense
Write- down of goodwill

-

-

(8,700)

Gain from assets held for sale

-

-

1,114

Restructuring costs

-

Income tax expense - current

(2,607)

51

Income tax recovery - deferred
Loss for the period

$

(2,607)

(19)

1,795

(8,836) $

-

-

(20)

-

-

18

-

(10,874) $

3,360

(27,740) $

(20,817)

Add:
Amortization expense

751

1,274

1,532

Depreciation expense

144

150

289

308

4,528

5,654

10,566

10,935

(51)

20

19

(3,464) $

(1,795)
(5,571) $

Interest expense
Income tax expense - current
Income tax recovery - deferred
EBITDA

$

-

-

8,700

Gain from assets held for sale

-

-

(1,114)

Restructuring costs

-

2,607

-

Adjusted EBITDA

$

(3,360)
(10,401)
-

-

-

(3,464) $

(18)

(15,334) $

Write- down of goodwill

Operating income (loss) from long- term investments in assets held for sale

2,551

2,607

-

(2,964) $

(7,748) $

(7,794)

(I) SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Selling, general and administrative expenses were $3,464 and $7,748 for the three and six months ended June 30,
2016 compared to $2,964 and $7,794 for the same periods in the prior year. The break-down of selling, general
and administrative expenses is as follows:
Three months ended June 30,
2016
Salaries and benefits

$

1,542

Six months ended June 30,

2015
$

772

2016
$

4,272

2015
$

3,367

Oc c upanc y and offic e c osts

379

402

866

Audit, ac c ounting and tax

283

474

468

766

1,260

1,316

2,142

2,624

Other c osts, net
General and administrative expenses

$

3,464

$

2,964

$

7,748

1,037

$

7,794

SG&A costs increased by $500 for the three months ended June 30, 2016 and decreased by $46 for six month
period ended June 30, 2016, in comparison to the same periods in 2015. Salaries and benefits are typically
reduced by a workers’ compensation board (“WCB”) rebate which is granted annually at the discretion of the WCB
of Alberta. During the second quarter of 2015 ClearStream received a much larger rebate than in 2016. In addition
to this, the six months ended June 30, 2015 included a one-time positive adjustment to salaries and benefits.
Absent the adjustments identified above, salaries and benefits for the six months ended June 30, 2016 would have
decreased over the same period in 2015. Additional cost reductions are expected for the balance of 2016. Reduced
facility costs and discretionary spending are also expected to result in lower annualized SG&A costs.
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(II) INTEREST EXPENSE
Total interest expense was $4,528 and $10,566 for the three and six months ended June 30, 2016 compared to
$5,654 and $10,935 for the same period in the prior year. For the three and six months ended June 30, 2016,
interest costs, excluding accretion expense, were $4,339 and $8,347 compared to $3,798 and $7,243 for the same
periods in 2015. Non-cash accretion expense was $189 and $2,106 for the three and six months ended June 30,
2016 compared to $1,856 and $3,692 for the same periods in 2015. The company incurred deferred financing fees
associated with the Senior Secured Debentures and Convertible Secured Debentures. The principal balance of these
debentures are recorded net of these deferred financing costs and are accreted up to their principal value over the
term of these debentures. Accretion expenses on Tuckamore’s 8.00% Secured Debentures were recorded at their
fair values, and accreted up to their face value using the effective interest method over the term of the
Debentures. The 8.00% secured debentures were repaid in March 2016.

(III) WRITE-DOWN OF GOODWILL
The most significant change in assumptions from the goodwill testing performed for the year-ended December 31,
2015 and six months ended June 30, 2016 was a decrease to the Projected EBITDA and Capital Expenditure
figures to adjust for the increased impact of the decline in oil prices on ClearStream’s business. More specifically,
customers have increased their deferral of capital spend and further delayed non-critical maintenance. The
decrease in Projected EBITDA and Capital Expenditures resulted in a further $8,700 impairment of goodwill at
ClearStream during the first quarter of 2016. After this impairment, there remains $22,288 in goodwill at
ClearStream. For a more detailed explanation of the write-down of goodwill, please refer to the notes to the
consolidated interim financial statements of the Company for the three and six months ended June 30, 2016.
All impairment losses are non-cash in nature and do not affect the Company’s liquidity, cash flows from operating
activities, or debt covenants and do not have an impact on the future operations of the Company.
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ASSETS HEL D FOR SALE AND DISCONTINUED OPERATI ONS
On March 23, 2016, Tuckamore sold a majority of the net assets of Quantum Murray LP and Titan Supply LP for
cash proceeds of $4,000 and assumption of debt of approximately $3,000, with an additional $4,800 which was
received in April 2016. In addition to these amounts, an earn-out of $6,200 will be paid if certain pre-determined
cash flow targets are achieved in future years. The present value of this earn-out, which is approximately $3,220,
is recorded in Other assets and $1,020 is recorded in Other current assets on the balance sheet as at June 30,
2016. The sale of Titan’s assets resulted in an accounting gain of approximately $574, recorded in gain from assets
held for sale. The sale of Quantum Murray’s assets resulted in an accounting loss of approximately $3,740,
recorded in income/loss from discontinued operations.
On March 7, 2016, Tuckamore sold its 80% interest in Gusgo as well as certain other related subsidiaries for cash
proceeds of $4,000, with an additional $2,000 which was received on May 31, 2016. In addition to these amounts,
an earn-out of $2,000 will be paid if certain contracts are renewed in future years. The present value of this earnout, which is approximately $1,340, is recorded in Other assets on the balance sheet as at June 30, 2016. The sale
of Gusgo resulted in an accounting gain of approximately $540, recorded in gain from assets held for sale.
Subsequent to the transactions identified above, Tuckamore reassessed its organizational structure and determined
that previous operating segments were no longer relevant, since the only remaining asset was the Company’s
interest in ClearStream. Any assets held for sale in continuing operations for the first half of 2016 and for the
comparative period have been recorded in the Corporate segment in the Segmented Information note (Note 10).
The following table shows the revenue and net income (loss) from discontinued operations for the three months
ended June 30, 2016 and June 30, 2015:

Industrial Services

Marketing

Total

June 30, 2016

June 30, 2015

June 30, 2016

June 30, 2015

June 30, 2016

Revenue

-

32,982

-

3,243

-

36,225

Expenses

-

(40,219)

-

(4,046)

-

(44,265)

Loss before taxes
Remeasurement of impairment loss previously recognized
on the remeasurement of the Waste business net assets
to FVLC S

-

(7,237)

-

(803)

-

(8,040)

-

Loss on sale of discontinued operations

-

(450)

Loss from equity investments

-

-

-

(875)
-

256

June 30, 2015

(1,325)
-

256

Net loss from discontinued operations

$

(450) $

(7,237) $

(875) $

(547) $

(1,325) $

(7,784)

Net loss per share - basic

$

(0.00) $

(0.07) $

(0.01) $

(0.00) $

(0.01) $

(0.07)

Net loss per share - diluted

$

(0.00) $

(0.07) $

(0.01) $

(0.00) $

(0.01) $

(0.07)
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The following table shows the revenue and net income (loss) from discontinued operations for the six months
ended June 30, 2016 and June 30, 2015:
Industrial Services

Marketing

Total

June 30, 2016

June 30, 2015

June 30, 2016

June 30, 2015

June 30, 2016

Revenue

29,179

69,168

-

6,674

29,179

75,842

Expenses

(30,700)

(78,568)

-

(7,959)

(30,700)

(86,527)

Loss before taxes
Remeasurement of impairment loss previously recognized
on the remeasurement of the Waste business net assets
to FVLC S

(1,521)

(9,400)

-

(1,285)

(1,521)

(10,685)

Loss on sale of discontinued operations

(3,740)

-

Loss from equity investments

2,645

-

(2,510)

-

(789)

-

-

June 30, 2015

-

-

(4,529)
-

2,645
(2,510)

-

(70)

Net loss from discontinued operations

$

(5,261) $

(9,265) $

(789) $

(1,355) $

(6,050) $

(10,620)

(70)

Net loss per share - basic

$

(0.05) $

(0.08) $

(0.01) $

(0.01) $

(0.06) $

(0.10)

Net loss per share - diluted

$

(0.05) $

(0.08) $

(0.01) $

(0.01) $

(0.06) $

(0.10)

The major classes of assets and liabilities of Quantum Murray, classified as discontinued operations, for the year
ended December 31, 2015 are as follows:
For the period ending,

December 31,
2015

Assets
Accounts receivable

34,448

Inventory

13,777

Prepaids & Other Assets

2,302

Long-term investments

3,783
54,310

Liabilities
Accounts payable & accrued liabilities

32,119

Deferred Revenue

4,645

C apital lease obligation

2,872

Other liabilities

3,001
42,637

Net assets directly associated with the disposal group

11,673

The net cash flows incurred by discontinued operations, as follows:
For the period ending,

June 30, 2015

Operating

1,961

Investing

(1,111)

Financing

(579)

Net cash (outflow) / inflow

Tuckamore Capital Management Inc.
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LIQUIDITY AND CAPITA L RESOURCES
CASH FLOW
The following table summarizes the major consolidated cash flow components:
Six months ended June 30,

2016

Cash provided by (used in) operating activities

$

1,674

Cash provided by (used in) investing activities
Cash used in financing activities
Consolidated cash

$

2015
$

(2,252)

14,435

(1,208)

(32,879)

(7,632)

7,639

$

11,489

In March 2016, ClearStream entered an agreement for an ABL facility with a banking syndicate led by the Bank of
Montreal. The purpose of the facility is to provide working capital funding for ClearStream. The amounts that can
be drawn on this facility, to a maximum of $60 million, are based on eligible accounts receivable balances. The
Company is required to satisfy a fixed charge covenant ratio. As at June 30, 2016, no amounts were drawn on the
ABL facility.
The Company’s results have been temporarily affected by the forest fires which have had a devastating impact on
the Fort McMurray area. ClearStream Energy Services (“ClearStream”), Tuckamore’s principal operating subsidiary
has had a presence in Fort McMurray for close to 30 years.
As a result of the fires, and the interim closure of many customers’ facilities, ClearStream’s business operations in
the region were significantly impacted. We have discussed the disruptive events of the fires with our lenders and
have agreed amendments with them to continue covenant compliance as a result of this one-time event. It is
possible, however, that the resumption of our customers’ operations will take longer than first expected. As a result
of the forest fires and the impact of the continuing volatility in oil prices on ClearStream’s business, the Company’s
forecast for the balance of the year indicates that there may be periods in which its fixed charge coverage ratio
covenant in the ABL Facility is not met. Tuckamore is carefully monitoring its results and has some options to
mitigate the risk of a covenant breach, including asset sales and further reductions to operating and capital
expenditures. The Company believes it has a good relationship with its lenders and that, in the event that it
concluded that a financial covenant would not be met, it could seek and receive further amendment to its
covenants. While it cannot be guaranteed that such amendment will be required or requested, similarly there can
be no guarantee that such amendment would be received from the Company’s lenders or that the conditions of
such an amendment could be fulfilled by the Company. In the event that an amendment was not received, the
cross-default provisions in the senior secured debenture and convertible secured debenture would be triggered,
requiring payment on demand. The possibility that a financial covenant may not be met results in a material
uncertainty that may cast doubt on the Company’s ability to continue as a going concern.
The Company is required to make permanent debt repayments of its senior secured debentures utilizing 75% of its
excess cash flow from operations.
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CAS H P R OV ID ED B Y O P E RA T IN G AC T IV IT IE S
The following table provides a break-down of cash provided by operations, changes in non-cash balances and cash
from discontinued operations.
Six months ended June 30,

2016

Cash used in continuing operations

$

(12,965)

2015
$

(14,120)

Changes in non-cash balances
Accounts receivable

27,401

Inventories

15,849

(339)

Prepaids and other current assets
Accounts payable, accrued liabilities and deferred revenue
Increase in cash due to changes in non-cash balances
Cash provided by discontinued operations

3,527

(1,813)

(577)

(10,610)

(8,892)

14,639

9,907

-

Cash provided by (used in) operating activities

$

1,674

1,961
$

(2,252)

CAS H U S ED IN INV E ST IN G A CT IV IT IE S
Cash provided by investing activities totaled $14,435 compared to $1,208 of cash used in investing activities
during the same period of the prior year. See table below for further details.

Six months ended June 30,
Purchase of property, plant and equipment, net of disposals

2016
(795)

Net proceeds on disposal of properly, plant & equipment

455

Purchase of software

(25)

2015
(1,377)
980
-

Proceeds on disposition of business

14,800

Cash provided by (used in) investing activities - continuing operations

14,435

(97)

-

(1,111)

Cash used in investing activities - discontinued operations
Cash provided by (used in) investing activities

$

14,435

300

$

(1,208)

CASH USED IN FINANCING ACTIVITIES
Cash used in financing activities was $32,879 for the six months ended June 30, 2016, compared to $7,632 for the
same period in the prior year.

Six months ended June 30,

2016

Decrease in cash held in trust

$

Proceeds from the issuance of the senior secured debentures

3,400

2015
$

-

176,228

Proceeds from the issuance of the convertible secured debentures

-

35,000

Repayment of the senior credit facility

-

(58,735)

Repayment of the 8.00% secured debentures

(4,184)

(176,228)

-

Refinancing fees (ABL Facility, senior and convertible secured debentures)

(9,925)

Repayment of capital lease obligations

(2,619)

(2,869)

Cash used in financing activities - continuing operations

(32,879)

(7,053)

Cash used in financing acitivities - discontinued operations
Cash used in financing activities

(32,879)
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FINANCING
SENIOR CREDIT FACILITY
Senior Credit Agreement
On March 9, 2012 Tuckamore completed an assignment to Bank of Montreal (“BMO”) of its then existing senior
secured credit agreement (as assigned, the “Senior Credit Agreement”). The Senior Credit Agreement had an
interest rate, which ranged from prime plus 1.5% to prime plus 1.75%, and contained customary covenants which
included financial covenants in respect of Tuckamore’s interest coverage ratio, priority senior debt ratio and
minimum EBITDA amount. At January 1, 2015 there was $67,669 outstanding on the facility which had been
amended to mature at December 31, 2015.
During the second quarter of 2015, Tuckamore repaid a total of $4,184 of indebtedness under the Senior Credit
Agreement. This was comprised of a payment on May 22, 2015 of $2,184 on account of 75% of the excess cash
flow from the first quarter of 2015 as well as a second payment of $2,000 made on June 26, 2015, which was a
voluntary repayment.
On June 26, 2015 Tuckamore reached an agreement with the lenders under the Senior Credit Agreement to amend
certain financial covenants. The amended covenants included those relating to interest coverage ratio, priority
senior debt ratio and the minimum EBITDA amount, and were in effect for all quarters, commencing with the
quarter ended September 30, 2015 through to December 31, 2015. The total cost of the amendment was $148.
During the third quarter of 2015 Tuckamore repaid a total of $4,750 of indebtedness under the Senior Credit
Agreement using aggregate net proceeds from the dispositions of IC Group and Gemma.
Advances outstanding under the Senior Credit Agreement as at December 31, 2015 totaled $58,735. At that time,
the entire balance of the Senior Credit Agreement was a revolving facility and was fully drawn at December 31,
2015.
On March 7, 2016, Tuckamore repaid a total of $4,000 of indebtedness under the Senior Credit Agreement using
the aggregate net proceeds received on the closing date for the sale of Gusgo. In addition to this, on March 16,
2016, Tuckamore made a voluntary permanent repayment on the Senior Credit Facility of $2,250.
On March 23, 2016, the Company completely and permanently repaid all indebtedness outstanding under the
Senior Credit Agreement through a combination of proceeds from asset sales, proceeds from the issuance of
convertible debentures and cash on hand.
ABL Facility
On March 23, 2016 ClearStream Energy Holdings LP entered into an ABL Facility agreement with Bank of Montreal.
The ABL Facility is a revolving facility providing for maximum borrowings of up to $60,000 and carries a term of
three years. An arrangement fee of $510 was paid in connection with entering into the ABL Facility. The amount
available to be drawn under the ABL Facility will vary from time to time, based upon a borrowing base determined
with reference to the accounts receivable and inventory levels of ClearStream.

The obligations under the ABL

Facility are secured by, among other things, a first ranking lien on all of the existing and after acquired accounts
receivable and inventories of the borrower and the other guarantors, being the Company and certain of its direct
and indirect subsidiaries. The ABL Facility contains and provides for certain covenants, such as the maintenance of
fixed charge

coverage ratios, financial reporting and events of default as are customary in transactions of this
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nature. The interest rate on the ABL Facility is prime plus 2.5%, increasing to prime plus 4% if the ABL Facility is
more than 50% drawn. As at June 30, 2016, there were no amounts drawn on the ABL Facility. The Company
incurred $1,582 in deferred financing fees associated with the ABL Facility. These costs are recorded in Other
current assets on the balance sheet and will be amortized over the term of the facility.
On June 24, 2016 Tuckamore reached an agreement with the lenders under the ABL Facility to amend a financial
covenant. The amendment was required in response to the short-term impact of the Fort McMurray wildfires on
Tuckamore’s financial results. The amended covenant is the Fixed Charge Coverage Ratio (“FCCR”) and is in effect
from July 1, 2016 to June 30, 2017. The total cost of the amendment was $15. Tuckamore was in compliance with
its financial covenants at June 30, 2016.

SE CUR E D D E B E NT UR ES
8% Secured Debentures
The Company issued debentures designated as “8.00% Secured Debentures due 2016” (the “8.00% Secured
Debentures”) in an aggregate principal amount of $176,228 pursuant to a secured trust indenture dated as of
March 23, 2011 (as supplemented). The 8.00% Secured Debentures were listed on the Toronto Stock Exchange
(“TSX”) on the date of closing of March 23, 2011.
The maturity date of the 8.00% Secured Debentures was March 23, 2016. Subsequent to the financial year ended
December 31, 2015, the Company called for redemption on March 21, 2016 of all outstanding Senior Secured
Debentures which were to be redeemed together with the completion of the refinancing transactions and asset
sales on the same date, however the completion of these transactions and the repayment in full of all outstanding
principal and accrued interest on the 8.00% Secured Debentures was completed on March 23, 2016.
The 8.00% Secured Debentures accrued interest at the rate of 8.0% per annum, payable semi-annually in arrears
on June 30 and December 31 in each year. Under the terms of the 8.00% Secured Debentures, Tuckamore had
the option to repurchase any or all of the 8.00% Secured Debentures outstanding at any time and also the right to
redeem in cash any or all 8.00% Secured Debentures outstanding at any time, in its sole discretion, and without
bonus or penalty, provided all accrued interest is paid at redemption, and subject to any restrictions in the Senior
Credit Agreement. The terms of the 8.00% Secured Debentures also required Tuckamore to redeem a portion of
the 8.00% Secured Debentures in certain circumstances prior to the maturity thereof

using proceeds from

specified dispositions, issuances of equity instruments or from excess operating cash flow, as defined. The
Company’s obligations under the 8.00% Secured Debentures were secured with a security interest in substantially
all of Tuckamore’s assets, which was subordinated to similar security interests granted in connection with the
Company’s obligations under the Senior Credit Agreement or certain other debt incurred in the future by
Tuckamore’s subsidiaries.

Senior Secured Debentures
On March 23, 2016 the Company issued an aggregate of $176,228 principal amount of Senior Secured Debentures
to Canso on a private placement basis.
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principal amount outstanding under the 8.00% Secured Debentures which were repaid together with accrued
interest, on the same date.
The Senior Secured Debentures bear interest at an annual rate of 8.00% payable semi-annually in arrears on June
30 and December 31 in each year. The maturity date of the Senior Secured Debentures is March 23, 2026. The
8.00% Secured Debentures are redeemable at the option of the Company and, in certain circumstances, are
mandatorily redeemable. The Senior Secured Debentures are secured by first-ranking liens over all of the property
of the Company and its guarantor subsidiaries, other than certain limited classes of collateral over which the
Company has granted a prior-ranking lien in favour of the ABL Agent which secure the Company’s obligations
under the ABL Facility. The Senior Secured Debentures provide for certain events of default and covenants of the
Company which are customary for transactions of this nature, including financial and reporting covenants and
restrictive covenants limiting the ability of the Company and its subsidiaries to make certain distributions and
dispositions, incur indebtedness, grant liens and limitations with respect to acquisitions, mergers, investments,
non-arm’s length transactions, reorganizations and hedging arrangements (subject to certain exceptions). The
Company incurred $4,821 in deferred financing fees associated with the Senior Secured Debentures. The principal
balance is recorded net of these costs and will be accreted over the term of the Senior Secured Debentures.

Convertible Secured Debentures
Subsequent to the year ended December 31, 2015, on March 23, 2016 the Company issued an aggregate of
$25,000 principal amount of Convertible Secured Debentures to Canso on a private placement basis and an
additional $10,000 principal amount of Convertible Secured Debentures pursuant to the Rights Offering (described
below). The net proceeds of this issuance, together with the proceeds of the Asset Sales, were used to completely
repay the Company’s indebtedness under the Senior Credit Agreement.
The Convertible Secured Debentures bear interest at an annual rate of 10.00% payable semi-annually in arrears on
June 30 and December 31 in each year. The Company may elect to satisfy any interest payment obligation by
issuing additional Convertible Secured Debentures which will be subject to the same terms and conditions as
previously issued Convertible Secured Debentures. The maturity date of the Convertible Secured Debentures is
March 23, 2026. The Company may redeem the Convertible Secured Debentures, in whole or in part from time to
time, after March 23, 2021.

The Convertible Secured Debentures are convertible into common shares of the

Company at an initial conversion price of $0.35 per common share (subject to adjustment in certain
circumstances). The Convertible Secured Debentures are secured by liens over all of the property of the Company
and its guarantor subsidiaries, other than property over which security has been granted in favour of the ABL Agent
in respect of the ABL Facility.

The security granted in connection with the Convertible Secured Debentures is

subordinate to the security granted in connection with the Senior Secured Debentures. The Convertible Secured
Debentures provide for events of default and covenants of the Company which are customary for transactions of
this nature substantially similar to the events of default and covenants provided in respect of the Senior Secured
Debentures. The Company incurred $3,708 in deferred financing fees associated with the Convertible Secured
Debentures. The principal balance is recorded net of these costs and will be accreted over the term of the
Convertible Secured Debentures.
The Company uses the residual value method to allocate the principal amount of the convertible debentures
between the liability and equity components. Under this method, the value of the equity component of $7,272 was
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determined by deducting the fair value of the liability component from the principal amount of the Convertible
Secured Debentures. The fair value of the liability component of $24,024 was computed as the present value of
future principal and interest payments discounted at a rate of 15% per annum. Debenture issue costs of $861 were
allocated to the equity component.
Rights Offering
Pursuant to the Rights Offering, the Company offered to its shareholders of record as of February 18, 2016
transferable rights to purchase up to $10,000 aggregate principal amount of Convertible Secured Debentures for
the same amount in gross proceeds. Each such shareholder was entitled to one right for each common share held.
Every 1,099.41241 rights entitled an eligible rights holder to purchase $100 aggregate principal amount of Secured
Convertible Debentures at a subscription price of $100.

The rights expired on March 17, 2016 and the Rights

Offering, which was over-subscribed, closed on March 23, 2016, resulting in the issuance of:



$1,969,000 aggregate principal amount of Convertible Secured Debentures upon the exercise of the basic
subscription privilege;and
$8,030,400 aggregate principal amount of Convertible Secured Debentures issued to over-subscribing
purchasers on a pro-rata basis, pursuant to the additional subscription privilege.

SO URC E S O F FU ND I N G
Tuckamore will continue to look to reduce its debt leverage. The financing arrangements are designed to ensure
that debt balances are reduced as quickly as possible. Consequently 75% of excess cash flow is required to retire
the senior secured debentures.
ClearStream will utilize the Asset Backed Credit Facility to fund working capital requirements, primarily in the
second and third quarters of each year. The services provided by ClearStream are labour intensive. Employees are
remunerated every two weeks and clients typically pay invoices in 60 to 90 days. During peak business activity,
for example the spring and fall shutdown maintenance programs at ClearStream, a higher number of employees
are at customer sites, and this increases the need for working capital funding.

W ORK IN G C AP IT AL

June 30, 2016
Current assets

$

65,044

December 31, 2015
$

110,463

Current liabilities

26,030

269,610

Working capital - continuing operations

39,014

(159,147)

Working capital - discontinued operations
Total working capital

39,014

$

$

11,673
(147,474)

The significant increase in working capital from December 31, 2015 to June 30, 2016 is primarily related to the
Company’s successfully refinancing of its senior credit facility and 8.00% secured debentures which matured March
23, 2016.
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CAP IT A L E XP E N D ITU RE S
The following table shows capital expenditures and finance lease payments by segment for continuing operations.

Six months ended June 30, 2016

Maintenance and
Construction

Fabrication, Wear
& Transportation

Capital expenditures

$

$

182

Finance lease repayments

1,538

680

$

Six months ended June 30, 2015

Maintenance and
Construction

Fabrication, Wear
& Transportation

Capital expenditures

$

$

520

$

1,363

835

Finance lease repayments
Total capital expenditures
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$

1,950
$

2,785

23

-

952

Total capital expenditures

1,720

Corporate Eliminations
$

1,632

$

129
$

129

$

Total

(67) $

2,619

$

3,414

-

$

1,377

-

$

2,869

-

$

4,246

(67)

Corporate Eliminations
$

843
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$

98

$

795

$
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES
Tuckamore prepares its consolidated financial statements in accordance with IFRS.

The preparation of the

consolidated financial statements in conformity with IFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosures of contingent assets and
liabilities, and the reported amounts of revenues and expenses for the period of the consolidated financial
statements.

Significant accounting policies and methods used in the preparation of the consolidated financial

statements are described in note 1 in the December 31, 2015 consolidated financial statements. Tuckamore and
the Operating Partnerships evaluate their estimates and assumptions on a regular basis, based on historical
experience and other relevant factors.

Included in the consolidated financial statements are estimates used in

determining allowance for doubtful accounts, inventory valuation, the useful lives of property, plant and equipment
and intangible assets, revenue recognition and other matters. Actual results could differ from those estimates and
assumptions.
The assessment of goodwill and intangible assets for impairment requires the use of judgments, assumptions and
estimates. Due to the material nature of these factors, they are discussed here in greater detail.

GOODWILL AND INTANGIBLE ASSETS
Goodwill is the residual amount that results when the purchase price of an acquired business exceeds the sum of
the amounts allocated to the assets acquired, less liabilities assumed, based on their fair values. When Tuckamore
enters into a business combination, the acquisition method of accounting is used. Goodwill is assigned as of the
date of the business combination to cash-generating units or groups of cash-generating units that are expected to
benefit from the business combination. Goodwill is not amortized and is tested for impairment annually, or more
frequently, if events or changes in circumstances indicate that the asset might be impaired.

The book value of

goodwill was $22,288 at June 30, 2016 (December 31, 2015 - $30,988).
Intangible assets acquired individually or as part of a group of other assets are recognized and measured at cost.
Intangible assets acquired in a transaction, including those acquired in business combinations, are recorded at their
fair value. Intangible assets with determinable useful lives, such as customer relationships and contracts, are
amortized over their useful lives and are tested for impairment when there is an indicator of impairment. Intangible
assets having an indefinite life, such as brands, are not amortized but instead are tested for impairment on an
annual or more frequent basis. The net book value of intangible assets was $17,127 at June 30, 2016 (December
31, 2015- $18,904).
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LONG-TERM INVESTMENTS
Investments in joint ventures and associates over which Tuckamore is able to exercise significant influence are
accounted for using the equity method. Under the equity method, the original cost of the investment is adjusted
for Tuckamore’s share of post-acquisition earnings or losses, less distributions in the case of investments in
partnerships and dividends in the case of investments in companies. Investments are written down when there is
evidence that a decline in value has occurred. Tuckamore reviews all of its investments for possible impairment on
an annual basis, or more frequently if there is an event which in the view of management would trigger an earlier
review. Prior to their dispositions, long term investments included Tuckamore’s investments in Titan, IC Group,
Gusgo, and Rlogistics.

DEFERRED TAXES
Tuckamore has computed deferred income taxes based on temporary differences that are expected to reverse after
June 30, 2016. In general, there are no material differences in the values for operating assets and liabilities such
as accounts receivable, inventory and trade payables for the Operating Partnerships. There are, however,
differences, for example between the carrying values of definite life intangibles (e.g. customer contracts) and
indefinite life intangibles (e.g. brands) that arise as part of Tuckamore’s accounting for its investments. As one
example, under IFRS, Tuckamore records intangible assets related to acquisitions and these assets typically have a
lesser value for tax purposes depending on the manner in which the acquisition was structured. In this case, a
deferred tax liability would be recorded for the difference. If Tuckamore was to divest an investment for an amount
that is greater than the tax carrying value this would give rise to a taxable income because the proceeds would be
greater than the tax value of the assets.
At June 30, 2016 Tuckamore has calculated deferred taxes using the applicable estimated tax rate of
approximately 26.9%. Tuckamore has not recorded a deferred tax asset on the balance sheet.
The recognition of a deferred tax expense or recovery has no impact on cash generated by operating activities.
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ADDITIONAL INFORMATI ON
NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED BY THE COMPANY
The accounting policies adopted in the preparation of the interim consolidated financial statements are consistent
with those followed in the Company’s annual consolidated financial statements for the year ended December 31,
2015, except for the adoption of the new standards and interpretations effective as of January 1, 2015.
The nature and the impact of each new standard or amendment is described as below:

International Accounting Standards 1, Presentation of Financial Statements – IAS 1
The amendments to IAS 1 Presentation of Financial Statements clarify, rather than significantly change, existing
IAS requirements.
The amendments clarify:



The materiality requirements in IAS 1



That specific line items in the statement(s) of profit or loss and OCI and the statement of financial
position may be disaggregated



That entities have flexibility as to the order in which they present the notes to financial statements



That the share of OCI of associates and joint ventures accounted for using the equity method must be
presented in aggregate as a single line item, and classified between those items that will or will not be
subsequently reclassified to profit or loss

Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented in the
statement of financial position and the statement(s) of profit or loss and OCI. The amendments require that
subtotals be comprised only of amounts recognized and measured in accordance with IFRS, that they be presented
and labelled clearly, be consistent between periods, and that they are not displayed with more prominence than
the required subtotals and totals.
These amendments are intended to assist entities in applying judgement when meeting the presentation and
disclosure requirements in IFRS, and do not affect recognition and measurement. The company has reviewed the
amendments to IAS 1 and noted that the interim consolidated financial statements are consistent with the
clarifications / amendments made to IAS 1.
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NEW STANDARDS AND INT ERPRETATIONS NOT YET ADOPTED
A number of new standards, amendments to standards and interpretations were not yet effective as at January 1,
2016 and have not been applied in preparing the consolidated financial statements. Tuckamore’s intention is to
adopt the standards when they become effective.
The following is a brief summary of the new standards:
International Financial Reporting Standard 9, Financial Instruments – IFRS 9
IFRS 9, Financial Instruments introduces new requirements for the classification and measurement of financial
instruments, a new expected-loss impairment model that will require more timely recognition of expected credit
losses and a substantially reformed model for hedge accounting, with enhanced disclosures about risk management
activity. IFRS 9 also removes the volatility in profit or loss that was caused by changes in an entity’s own credit risk
for liabilities elected to be measured at fair value. IFRS 9 is effective for annual periods beginning on or after
January 1, 2018. Earlier adoption is permitted. The Company has not yet begun the process of evaluating the
impact of this standard on its interim consolidated financial statements.
International Financial Reporting Standard 15, Revenue from Contracts with Customers – IFRS 15
IFRS 15, Revenue from Contracts with Customers was issued in May 2014, which will replace IAS 11, Construction
Contracts, IAS 18 Revenue Recognition, IFRIC 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the
Construction of Real Estate, IFRIC 18, Transfers of Assets from Customers, and Standard Interpretations
Committee (“SIC”) – 31, Revenue – Barter Transactions Involving Advertising Services. IFRS 15 provides a single,
principles-based five-step model that will apply to all contracts with customers with limited exceptions. In addition
to the five-step model, the standard specifies how to account for the incremental costs of obtaining a contract and
the costs directly related to fulfilling a contract. The incremental costs of obtaining a contract must be recognized
as an asset if the entity expects to recover these costs. The standard’s requirements will also apply to the
recognition and measurement of gains and losses on the sale of some non-financial assets that are not an output of
the entity’s ordinary activities. IFRS 15 was originally required for annual periods beginning on or after January 1,
2017. On April 28, 2015, the IASB agreed to publish an exposure draft proposing a one-year deferral of the
effective date of the revenue standard to January 1, 2018. Earlier adoption is permitted. The Company has not yet
begun the process of evaluating the impact of this standard on its audited consolidated financial statements.

International Financial Reporting Standard 16, Leases – IFRS 16
In January 2016, the IASB issued IFRS 16 - Leases, which requires lessees to recognize assets and liabilities for
most leases. For lessors, there is little change to the existing accounting in IAS 17 - Leases.
The new standard is effective for annual periods beginning on or after January 1, 2019, with early adoption
permitted provided the new revenue standard, IFRS 15 - Revenue from Contracts with Customers, has been
applied, or is applied at the same date. The Company is currently assessing the impact of adopting this
interpretation on its consolidated financial statements.
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S U M M A R Y O F Q U A R T E R L Y R E S U L T S – ( $0 0 0 S E X C E P T U N I T A M O U N T S )
2016

2016

Q2

2015

Q1

Restated
Revenues
Gross Margin
Gross Margin %

$

61,335
5,465

$

68,640
5,316

2015

Q4
$

1

88,956

2015

Q3
Restated
$

8,108

1

116,662
17,920
15.4%

Restated
$

1

118,536
14,928

2014

Q1
Restated
$

1

91,968
11,733

2014

Q4
Restated
$

Q3

1

140,715
17,073

Restated
$

1

145,741
17,148

8.9%

7.7%

(5,391)

(16,092)

(68,637)

(6,716)

(20,817)

(107,848)

Income (loss) per unit from
continuing operations

(0.05)

(0.15)

(0.63)

0.04

0.01

(0.01)

0.02

(0.01)

Income (loss) per unit

(0.06)

(0.19)

(0.98)

(0.06)

(0.06)

(0.04)

(0.16)

(0.03)

Net (loss) income from
continuing operations
Net (loss) income

9.1%

2015

Q2

12.6%

12.8%

12.1%

11.8%

4,227

1,510

(1,580)

2,505

(1,177)

(6,350)

(6,274)

(4,416)

(17,217)

(2,975)

1

Please note that some of the figures above have been restated from those published in previous periods to categorize certain expenses previously
classified as selling,general and administrative to cost of revenues. This change enhances the comparability of the Company’s financial results with that of
its competitors and more accurately reflects the function of the relevant expenses. Please refer to the consolidated interim financial statements for the
three month periods ended June 30, 2016 and June 30, 2015 for more information.

Revenues at ClearStream are somewhat seasonal. Typically there are scheduled shutdown turnaround projects in
the spring and fall which increases revenues over and above the standard maintenance and operational support
services.
Gross margin percentage fluctuations by quarter are usually a function of revenue mix. Notwithstanding this, the
first quarter of each year will usually show lower gross margin percentages as the employer portion of payroll
benefit costs will not be maximized until later in the year.
The gross margin reductions experienced in Q4 2015 to Q2 2016 are reflective of a decrease in business volumes
and price reductions granted to customers as a result of the impact of decreased oil prices on ClearStream’s
business. In addition to this, ClearStream’s revenue was negatively impacted in Q2 2016 as a result of the impact
of the Fort McMurray wildfires on ClearStream’s business. ClearStream has some fixed indirect costs and as such as
reduction in revenues result in a reduction in gross margins.
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CONTINGENCIES
Tuckamore is subject to claims and litigation proceedings arising in the normal course of operations.
contingencies are provided for when they are likely to occur and can be reasonably estimated.

These

Management

believes that these claims are without merit and as such they are being rigorously defended.
A statement of claim has been filed by a seller of a minority position in a subsidiary of Tuckamore in connection
with the calculation of income as related to a promissory note forming part of the transaction. The claim is being
defended and management feels the claim is without merit. The Company has also made a counterclaim.
In March 2015, the Company was advised by Brompton Corp. (“Brompton”) that Brompton has received notices of
reassessment from the Canada Revenue Agency (the “CRA”) in which the CRA has denied the deduction to
Brompton of certain non-capital losses and other tax attributes in computing Brompton’s income for the 2010 to
2014 taxation years. Brompton is seeking indemnification in the amount of $4,099 (which includes interest) and
costs from Tuckamore Holdings LP, representing approximately 40% of its taxes, losses or costs, pursuant to
certain agreements entered into by Tuckamore Holdings LP prior to the sale of its interest in Brompton.
Tuckamore previously announced, in September 2014, that it had been notified by Brompton that in the event that
Brompton is subject to taxes assessed by CRA or incurs losses or costs associated with the CRA’s review, it would
be seeking indemnification for approximately 40% of these taxes, losses or costs pursuant to agreements entered
into by Tuckamore Holdings LP. Tuckamore Holdings LP, a wholly-owned subsidiary of Tuckamore, previously held
approximately 40% of the outstanding equity of Brompton. Tuckamore Holdings LP sold its Class A shares in
Brompton in September 2011.
On June 12, 2015, Brompton served Tuckamore and certain of its affiliates with a Statement of Claim seeking
among other things, indemnification in the amount of 40% of the CRA’s notices of reassessment for the 2010-2012
taxation years.

On July 13, 2015, Tuckamore and its affiliates served their Statement of Defence denying

Brompton’s allegations and relying on, among other things, a corresponding warranty and indemnity provided by
Brompton to Tuckamore. Brompton has brought a motion for summary judgment, which will be heard in the
summer of 2016. The Company has not provided for any amount with respect to this matter in its consolidated
interim financial statements for the period ended June 30, 2016.
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TR A NS A CT IO NS W IT H REL A TED P AR T IE S
O W N E R S H IP
As of June 30, 2016, directors, officers and employees beneficially hold an aggregate of 15,856,459 common
shares or 14.4% on a fully diluted basis.

TRANSACTIONS
Tuckamore provides funding to the Operating Partnerships to fund working capital requirements. Advances bear
interest at the rate of prime plus one percent, are unsecured and are due on demand.
Loss from discontinued operations include $nil and $191 of rent expense paid to related parties of Gusgo for the
three and six month period ended June 30, 2016 (2015 - $209 and $418).
Interest charged to joint venture Operating Partners on advances was $nil and $59 for the three and six months
ended June 30, 2016 (June 30, 2015 - $64 and $129).
Two operating leases for property, with quarterly rents of $78 and $75 (2015- $78 and $75) are with landlords in
which an executive of Tuckamore holds a indirect minority interest.
These transactions occurred in the normal course of business and are recorded at the exchange amount, which is
the amount of consideration established and agreed to between the parties.

SH ARE C A P IT AL
The authorized share capital of the Company consists of: (i) an unlimited number of common shares, and (ii)
preferred shares issuable in series to be limited in number to an amount equal to not more than one half of the
issued and outstanding common shares at the time of issuance of such preferred shares. As of the date hereof,
there were 109,941,241 common shares issued and outstanding and nil preferred shares issued and outstanding.
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THIRD QUARTER 2016 OUTLOOK
Financial results for the third quarter of 2016 are expected to improve relative to the second quarter due largely to
the reduced financial impact caused by the Fort McMurray fires. Although operations in the third quarter will be
affected by the fires, the impact will be less pronounced as the Company and its customers begin to return to prefire levels.
Third quarter results are also expected to benefit from an increased customer base achieved during the second
quarter, in particular for maintenance and transportation services. ClearStream continues to focus on retaining
existing customers and adding new customers, and this focus will continue during the third quarter of 2016.
Despite the expected sequential financial improvements, challenging operating conditions are expected to persist
during the third quarter as customers continue to defer maintenance and construction projects into 2017 due to
low commodity prices. As a result, year-over-year financial results are expected to be lower compared to 2015.
The company continues to respond to these challenging conditions through cost cutting initiatives. Measures taken
during the second quarter and over the past twelve months are expected to result in year-over-year fixed cost
reductions for the third quarter of 2016.

RISK FACTORS
There are no updates to Tuckamore’s risk factors. For further discussion, refer to Tuckamore’s MD&A or AIF dated
March 28, 2016 for the year ended December 31, 2015.
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DISCLOSURE

CONTROLS

&

PROCEDURES

AND

INT ERNAL

CONTROL OVER FINANCI AL REPORTING
DISCLOSURE CONTROLS AND PROCEDURES
National Instrument 51-109, “Certification of Disclosure in Issuers’ Annual and Interim Filings” (“NI 51-109”),
issued by the CSA requires CEOs and CFOs to certify that they are responsible for establishing and maintaining the
disclosure controls and procedures for the issuer, that disclosure controls and procedures have been designed to
provide reasonable assurance that material information relating to the issuer is made known to them, that they
have evaluated the effectiveness of the issuer’s disclosure controls and procedures, and that their conclusions
about effectiveness of those disclosure controls and procedures at the end of the period covered by the relevant
annual filings have been disclosed by the issuer.
Tuckamore’s management, including its CEO and CFO, have evaluated the effectiveness of Tuckamore’s disclosure
controls and procedures as at December 31, 2015 and have concluded that those disclosure controls and
procedures were effective to ensure that information required to be disclosed by Tuckamore in its corporate filings
is recorded, processed, summarized and reported within the required time period for the year then ended. The
CEO and CFO have certified the appropriateness of the financial disclosures in Tuckamore’s filings for the quarter
ended March 31, 2016 with securities regulators, including this MD&A and the accompanying audited consolidated
financial statements and that they are responsible for the design of the disclosure controls and procedures.

INTERNAL CONTROL OVER FINANCIAL REPORTING
NI 52-109 also requires CEOs and CFOs to certify that they are responsible for establishing and maintaining
internal controls over financial reporting for the issuer, that those internal controls have been designed and are
effective in providing reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements in accordance with IFRS, and that the issuer has disclosed any changes in its internal controls
during its most recent year end that has materially affected, or is reasonably likely to materially affect, its internal
control over financial reporting.
There have been no changes in internal controls over financial reporting during the quarter ended June 30, 2016
that have materially affected or are reasonably likely to materially affect internal controls over financial reporting.
Due to the inherent limitations common to all control systems, management acknowledges that disclosure controls
and procedures and internal control over financial reporting may not prevent or detect all misstatements.
Accordingly, management’s evaluation of our disclosure controls and procedures and internal control over financial
reporting provide reasonable, not absolute, assurance that misstatements resulting from fraud or error will be
detected.
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ADD IT IO N A L IN F OR MA T IO N
Additional information relating to Tuckamore including Tuckamore’s AIF is on SEDAR at www.sedar.com or on our
website www.tuckamore.ca

DEFINITIONS
“AIF” – means Annual Information Form;
“BMO” – means Bank of Montreal;
“CEO” – means Chief Executive Officer of Tuckamore;
“CFO” – means Chief Financial Officer of Tuckamore;
“CICA” – means Canadian Institute of Chartered Accountants;
“ClearStream” – means ClearStream Energy Services (formerly known as “NPC Integrity Energy Services Limited
Partnership”), a limited partnership formed under the laws of Alberta;
“GAAP” – means, at any time, Canadian generally accepted accounting principles, including those set out in the
Handbook of the CICA, applied on a consistent basis;
“Gemma” – means Gemma Communications LP, a limited partnership formed under the laws of Ontario;
“Gusgo” – means Gusgo Transport LP, a limited partnership formed under the laws of Ontario;
“IC Group” – means IC Group LP, a limited partnership formed under the laws of Ontario;
“IFRS” – means International Financial Reporting Standards;
“Lenders” – means the various persons from time to time acting as lenders under the ABL Facility;
“MD&A” – means Management’s Discussion and Analysis;
“Operating Partnerships” – means businesses in which Tuckamore holds an ownership interest;
“Quantum Murray” – means Quantum Murray LP (formerly Murray Demolition LP) a limited partnership formed
under the laws of Ontario;
“Rlogistics” – means Rlogistics LP, a limited partnership formed under the laws of Ontario;
“8.00% Secured Debentures” – means the 8.00% Secured Debentures of Tuckamore, due March 23, 2016.
“Senior Secured Debentures” – means the Senior Secured Debentures of Tuckamore, due March 23, 2026.
“Convertible Secured Debentures” – means the Convertible Secured Debentures, due March 23, 2026.
“Titan” – means Titan Supply LP, a limited partnership formed under the laws of Alberta;
“TSX” – means Toronto Stock Exchange; and
“Tuckamore” – means Tuckamore Capital Management Inc.
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