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SIMCorp Assessment of
Gray Aqua Group Marine
Production Sites

Introduction

The assessment of the Gray Aqua Group Marine production sites is to provide guidance on the
current status of the sites as well as any upcoming issues that may arise in the production of the
stocks  from now to time of harvest.

Status / Risks & Mitigations / Process

The assessment of the Gray Aqua Group Marine production sites was developed from visiting the
New Brunswick marine sites, attending on site lice counts, reviewing weight samples data and
doing dive inspections with video.  This same process will take place in Newfoundland once
temperatures and weather allow, but currently is based on onsite observations and
communication with production staff.
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1.) New Brunswick

a. Condition of fish

RISK MITIGATION/CONCERNS

SEA LICE · A sea Lice management plan has been developed to the
start of July,

·  past July current resources will struggle to keep lice under
control

MATURATION · Hog Island Stock are S2’s and would expect maturation
rates to start rising mid July

JAW DEFORMITIES · In the Simpson Island and Hospital Island population, a
high % of jaw deformities have been identified, causing
concerns for down grades at time of harvest

b.   Cages and Nets

RISK MITIGATION/CONCERNS

FALLOWING · Nets currently having moderate fallowing
· A net washing schedule will start Monday May 2nd, with 2

small nets washing systems
·  Current net washing resources will struggle to keep nets

clean during warmer months
· Secondary plan, would be to employ divers to spray nets

c. Vessels

RISK MITIGATION/CONCERNS
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DEPENABILITY · Condition of vessels is causing frequent maintenance
issues and downtime, going into the high production
months will cause issues to multiply

COVERAGE · Currently vessels are having a hard time maintaining sites,
in the summer months is very likely that more vessels would
need to be added to the fleet to properly maintain sites

TRAINING · Only 1 of the current staff (Clinton McCulloch) has the
proper certification to run maintenance and feed delivery
vessels

· 2 skippers with proper certification needed

d. Feed management

RISK MITIGATION/CONCERNS

LOGISTICS · Current feed logistics plan will work until July
· After July 1st, resources will struggle to keep proper feed

supply to the marine sites

FEEDING · Current plan for feeding is to install 2 feed systems from NL
· Very tight timeline for getting these feed systems in place

and a lot of work to complete in that time frame
· If feeder do not get installed, the current resources are

inadequate

e. Harvesting/Processing/Sales

RISK MITIGATION/CONCERNS

NO PLAN · No plan

Summary:
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2.) Newfoundland

a. Condition of fish

RISK MITIGATION/CONCERNS

SEA LICE · Current sea lice counts are very low, but should be
watched very closely as part of the sea lice management
plan

· Sea lice management plan currently being evaluated

MATURATION · MCS stock is a 2014YC, and with no lighting deployed
through the winter months, high maturation would be
expected to start in mid to late August

b.   Cages and Nets

RISK MITIGATION/CONCERNS

FALLOWING · Nets currently have moderate fallowing
· A net washing regime will start once temperatures allow
·  A net washing team/schedule is planned as part of

conversations and emails
· Net washing team will require more staffing
· Secondary plan, would be to employ divers to spray nets

c. Vessels

RISK MITIGATION/CONCERNS

DEPENABILITY · Maintenance was priority over the winter months and
vessels are in proper working order
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COVERAGE · Adequate vessels for the marine site to properly care for
site needs

d. Feed management

RISK MITIGATION/CONCERNS

LOGISTICS · With plenty of proper storage on land and site this will not
be an issue

FEEDING · A 100mt feeder is in place and in good working order
· Secondary blowers are also on site
· Cameras should be changed to wide angle view to ensure

proper feeding

e. Harvesting/Processing/Sales

RISK MITIGATION/CONCERNS

HARVESTING · Harvesting vessel recently completed steamboat
inspection and will allow for proper safe harvesting

· No schedule or plan

PROCESSING · No Plan

SALES · No plan

Summary:
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George Kinsman

From: George Kinsman
Sent: July-29-16 6:32 PM
To: 'Greg Potten'; Andy Williams
Cc: John Stringer - McInnes Cooper (john.stringer@mcinnescooper.com)
Subject: RE: Sea Lice

Andy,

I appreciate our call this morning.  As you are aware, sea lice counts in Hospital Island are at critical levels such that the
Court Appointed Receiver is now forced to take immediate attention to avoid what will be an industry disaster.  The
advice provided to the Receiver by Gray Aqua management, industry consultants who the Receiver has engaged to
assist with the grow out in New Brunswick and the Provincial Veterinarian (Mike Beattie) confirms that all parties share
the consistent view that mass sea lice mortalities will arise within the next 60 days.  The entire farm is expected to be a
loss.

In order to avoid what will otherwise be a catastrophe for the Company, the Province of New Brunswick, residents and
business owners from the town of St. Andrews and other parties who would be adversely affected should the Hospital
Island inventory not be depopulated in a systematic manner now (ie prior to allowing the inventory that will die in the
immediate near term in unmanageable numbers resulting in approximately 600 tons of salmon biomass to end up in the
bottom of the Hospital Island cages which will decompose in a short period of time – water temperatures are currently
at 18 degrees), the Receiver believes that it has no choice but to depopulate the site. Failing to do so may lead to future
legal or regulatory claims being made against the Company, its directors and its insurers.

Arrangements are being made to start the depopulation on Wednesday August 2nd.  The depopulation will be carried
out by bringing a 3rd party harvest barge to site, the inventory will be pumped directly from the sea cages, euthanized,
and then loaded aboard a 3rd party transport vessel that will deliver the biomass to a fish meal facility in Yarmouth Nova
Scotia.  The depopulation process at Hospital Island is expected to take approximately 2 weeks to complete.

I appreciate you brining the exclusion for Intentional Slaughter provision to my attention (which is found on page 21 of
the Policy).  The Receiver understood that the Gray Aqua insurance policy provided coverage for sea lice losses,
however, we were not aware of the exclusion until earlier today.  The Receiver does not believe that the exclusion
provision in these circumstances should invalidate the coverage.  The option to allow the inventory to die in the normal
course (in mass quantities over the next 60 days) will result in an environmental disaster with 600 tons of rotting
biomass washing up along the St. Andrews sea shore line, resulting in unsightly and unbearable odours that will affect
the seaside vacation townships.  Furthermore, the site clean-up option for disposing of the biomass through the fish
meal plant will not be available (they can only process fresh product).  The Receiver does not have the ability to properly
dispose of the mass losses if not addressed in this manner.

As discussed, the Receiver requires confirmation from the Insurers that the Hospital Island sea lice losses will be an
insurable claim. We have notified the senior secured creditor of the policy terms and the unique circumstances
associated with the situation and confirmed that we are seeking confirmation of the Insurers position.  As we discussed,
it does not seem to make sense in the circumstances that the Receiver and its Insurer elect to stand by and wait for an
environmental disaster to arise (a fact that all parties including the Provincial Veterinarian confirms will arise) thereby
opening the parties up to additional litigation, cost and damage claims or being found negligent to properly manage the
situation when the opportunity presented itself.

Please communicate the Insurers position as soon as possible as the Court Appointed Receiver may be forced to bring
this matter to the Court of Queens Bench attention and seek appropriate directions.
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Regards,

George C Kinsman | Partner

Ernst & Young Inc.
RBC Waterside Centre, 1871 Hollis Street, Suite 500, Halifax, Nova Scotia B3J 0C3, Canada
Direct: 902 421 6282 | Fax: 902 420 0503 | george.c.kinsman@ca.ey.com
Cell: 902 478 5152 | EY/Comm: 2554368
Website: http://www.ey.com
Laurie Dorey | Phone: 902 421 6298 | laurie.dorey@ca.ey.com

From: Greg Potten [mailto:greg.potten@amgclaims.ca]
Sent: Friday, July 29, 2016 8:19 AM
To: bbosien@simcorp.ca
Cc: George Kinsman; Andy Williams
Subject: Sea Lice

George – further our discussion of yesterday, your notifying the broker and AMG Claims of the sea lice issue is sufficient
notice enough. We will report it to the Insurer of record and get the ball rolling. We will use July 27 th as the notification
date at Hospital Island and July 28th for Hogg Island.

Bryan – can you please provide the stocking reports for both sites as well as the production/status report for both sites
as of July 25th?

Thank you,

Greg Potten, BPE, CIP, CFEI
Senior Loss Adjuster

212 Queen Street, Suite 308
Fredericton, NB, Canada, E3B 1A8
Phone:  506.458.9000
Cell:      506.461.5398
Fax:      506.458.9595
greg.potten@amgclaims.ca
www.amgclaims.ca
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AMG CLAIMS INC. I 6380 Lady Hammond Road I Halifax, Nova Scotia I B3K 2S8 I Canada 

T (902) 406-1400 I F (902) 406-1401 I www.amgclaims.ca 

Reservation of Rights 
 
George C Kinsman, Partner  
Receiver for Gray Aqua Group Limited 
Ernst & Young Inc. 
1871 Hollis Street, Suite 500 
Halifax, Nova Scotia B3J 0C3 
 
Re:   Insured:   GRAY AQUA GROUP LIMITED 
   Policy No:   B1098Q150055 
   Date of Notification:  July 27, 2016 
   Our File No:   16404 
 
Dear Mr. Kinsman, 
 
We are writing further to our various email exchanges and our telephone conversation in regards 
to the above noted Insured and the sea lice situation being experienced at their sea sites in New 
Brunswick; namely Hospital Island, Hogg Island and Simpsons Island. 
 
This letter is to advise you that we are acting as Independent Adjusters for the Insurers of the 
Livestock Insurance for Gray Aqua Group Limited.  We are commencing our investigation under 
a full Reservations of Rights pursuant to the terms and conditions of the insurance contract.  We 
hereby then reserve on behalf of Interested Lloyd’s Underwriters any rights which they had, 
presently have or may have hereafter in this matter. 
 
The details of the claim and information that we have received to date will require full investigation 
but such investigation is not to be construed as a Waiver of Rights for your Insurers within the 
terms and conditions of the policy. 
 
This letter reserves all Rights of the Insurers pending completion of the investigation and a 
complete review of all pertinent details.   
 
If you have any questions or comments regarding this letter, please do not hesitate to contact the 
undersigned at the address below. 
 
Yours truly, 

 
Andrew Williams, B.Comm, FCIP 
Senior Loss Adjuster 
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CANADA
DISTRICT OF NEW BRUNSWICK
DIVISION NO. 02-FREDERICTON
COURT NO. FM-22-16
ESTATE NO. 51-125907

RECEIPTS
Sale of inventory 11,152,934
Advance from secured creditor 7,600,000
Tender Deposits - Marine Harvest 1,125,000
Smolt sale 1,102,386
GST & HST refund 949,898
Accounts receivable pre-receivership 758,274
Settlement - CFIA 519,073
Simpson Island sale agreement 349,209
Rental income 322,600
Fry sale 170,000
Cash on hand 150,759
HST collected 54,747
Corporate income tax refund - pre-receivership 36,882
Interest allocation 14,665
Miscellaneous other receipts 136,370

TOTAL RECEIPTS 24,442,797

DISBURSEMENTS
Feed costs 4,054,513
Wages 1,292,523
Processing 1,238,540
Receiver's fees and disbursements 1,182,070
HST paid (ITC) 926,791
Products and chemicals 873,821
Diving Expenses 843,261
Freight 788,328
Source remittances / employee benefits 738,963
Repairs & maintenance 715,087
Insurance 600,870
Rent & lease costs 340,159
Legal fees and disbursements 293,772
Fuel & sundry costs 256,376
Professional fees - Other 184,439
Management services 164,275
Utilities 151,009
Legal action - Settlement 139,886
Appraisal fees 76,527
Contract services 76,505
Property & municipal taxes 63,147
Waste disposal 58,422
Customs clearance charges 38,963
Loan repayment 34,462
Filing fees paid to Official Receiver 70
Other misc. disbursements for operations 179,050

TOTAL DISBURSEMENTS 15,311,828

EXCESS OF RECEIPTS OVER DISBURSEMENTS 9,130,969

Ernst & Young Inc.,
Licenced Insolvency Trustee

Per:

____________________________________________
George C. Kinsman, CPA, CA, CIRP, LIT
Senior Vice President
RBC Waterside Centre
1871 Hollis Street, Suite 500
Halifax, Nova Scotia B3J 0C3

$

APPENDIX F

IN THE MATTER OF THE RECEIVERSHIP OF
GRAY AQUA GROUP OF COMPANIES

INTERIM STATEMENT OF RECEIPTS AND DISBURSEMENTS
FOR THE PERIOD 25 APRIL 2016 TO 3 FEBRUARY 2017
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List of equipment to be part of the lease agreement
Schedule 1.2

Qty Description 

Machinery & Equipment

Gray Aqua Farms Ltd ("GAF") P+E - Located at 3801 Route 105, Northampton, NB

1 Case Model 21E Series 3 Wheel Loader, S/N NAGT00125 (New 
2011), with Bucket, Forks, Snow Plow

9 Fairbanks Morse Model 1-STG-7B, 30' Inground Water
Pumps, Motor Size Range from 15-HP to 20-HP

1 Pack Model PA10021, 3 Cu. Yr. Batch Mixer, S/N PMC6263                 
(New 2012), 10-Hp

12 40-HP Spare Pump Motors

#2 Head House, Consisting of:
3 5-HP Pumps
1 15-HP Pump
3 Pressurized O2 Injectors, Plastic Tube
1 Construction, with O2 Sensors
2

1 Meters Per Hour, 4° - 60°C
1 Stainless Steel Pressurized O2 Injector, with O2

Sensors
2 4' x 12' x 20' Aluminum Head Tanks, with Flow

Meters, 1,500-Gallon Per Minute

25 40' Dia. x 6'H, 200-Cu. Meter Fiber Glass Tanks, Each
Tank with (2) Feeders, Aeration Pump, 40' Catwalk

1 82' Dia. x 6"H, 1,000-Cu. Meter Fiber Glass Tank, Each                        
with (4) Feeders and Catwalk

#1 Head House, Consisting of:
1 Alfa Laval Type A20-BFL, Heat Exchanger,  (New

1995)
3 Aluminum Head Tanks
3

5° - 60°C
1 Stainless Steel Pressurized O2 Injector, with

15-HP Pump, O2 Sensors
3 Plastic Aerator Injectors, Each with 5-HP Pump

#3 Head House, Consisting of:
3 Aluminum Head Tanks
3

1 DV Systems 7.5-HP, 2-Stage Vertical Tank Mounted Air                       
Compressor

2 Maskinfabrikken Hydraulic Drive Fish Transfer Pumps,
Each with 15-HP Portable Hydraulic Unit

2 Easy-Kleen Pressure Systems Ltd. Model OH300, Gas                         
Powered Heated Pressure Washers, S/N 10067, 4,000-PSI

Portable Fish Grading Wagon, Consisting of:

Or 5-750 Grams
Vaki 4-Channel Fish Bio Scanner
8' x 16' 4-Wheel Trailer Mounted Sorting Wagon

3 Vaki 4-Channel Bio Scanners,  (New 2005), with 11
Registration Units, B Counter Heads

2 50-HP Water Pumps, 10'L

2 Wedeco Model DX650, Stainless Steel UV Water                                  
Disinfection Systems, S/N DA55189.6 & DA55189.3 (New
2004), with Digital Controller, UV Reactor, 480-Cu. Meters Per Hour, 4° - 60°C

1 Schmidt Model Sigma 65H Heat Exchanger, S/N 11047-1 (New           
1987)

3 Alfa Laval Model A20-DFL Heat Exchangers, S/N 98875 (New             
1994)

1 Stainless Steel Pressurized O2 Injector,  (New 2002),
with 15-HP Pump, 120-PSI at 100°F, Flow Meter, S/N
2511822-01

Lease Agreement between Ernst & Young Inc., in it's capacity as court-appointed receiver of the Gray Aqua Group of Companies and Kelly Cove Salmon Ltd.

Wedeco Model BX650, Stainless Steel UV Water Disinfection Systems, S/N VA55189.7 (New 2004), with Digital Controller, 
UV Reactor, 480-Cu.

Wedeco Model BX650, Stainless Steel UV Water Disinfection Systems,  (New 2004), with Digital Controller, 
UV Reactor, 480-Cu. Meters Per Hour,

Wedeco Model DX650, Stainless Steel UV Water Disinfection Systems, with Digital Controller, UV Reactor, 480 Meters Per 
Hour, 5°C - 60°C

Maskinfabrikken Model Apollo A/S, 3-Channel Fish Grader,  (New 2006), with (5) Tracks, (3) Fish 
Scanner Chutes, 3-4 Tons/Hr, Grading-ranges: 1-650
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Qty Description 

Machinery & Equipment

Gray Aqua Farms Ltd ("GAF") P+E - Located at 3801 Route 105, Northampton, NB
18 15' Dia. x 4'H Bolted Galvanized Steel Constructed

1 Comphatch Custom Designed and Fabricated Egg Hatching                

56 Emperor Aquatics 25-Liter Fish Egg Incubators, (8) Tubes                    
Per Rack, Each Holds 20-Liters of Eggs

20 12' Dia. x 4'H Fiber Glass Fish Egg Hatch Tanks, with
Feeders, O2 Sensors

1 600-Gallon Per Minute Aluminum Head Tank, with 3-HP                       
Pump, (2) 2-HP Pump, Controller
1,500

1 1,500-Gallon Per Minute Aluminum Head Tank

2 Pressurized O2 Injectors, with 5-HP Pump

80 3' x 4' x 4" Custom Fabricated Plastic Fish Hatching Located in the warehouse/shop
Trays, Each with Screens

1 6' x 12' x 5' Fiber Glass Head Tank, with 10' Aluminum Located in the warehouse/shop
Extension Tank

1 Custom Designed and Fabricated Fish Enviroment                                 
Monitoring System, with Personal Computer, Allen Bradley
Controls, Monitors, Sensors, Probes

13 Nordic Model W-150-H, 50,000-BTU Electric Geothermal                      
Heat Pumps,  (New 1998), with Monarch Model
ETT30M5MS-TR2VF Pump, 15-HP Motor

1 Easy-Kleen Pressure Systems Ltd. Model E202035, Electric                 
Heated Pressure Washer, S/N 9108

1 Jensorter Model JH, Optical Fish Egg Sorter, 10-Gal.
Hopper

4 AquaScan Model CSE1600 Fish Counters, S/N RF2001594-AC,          
with Controller

3 40-HP, 40'L Pump House Water Pumps On a flat bed outside the warehouse/shop

1 30' x 40' Tarpped Quonset Hut

1 1,000' of 4" Dia. Flex Hose

1 Tamper 300-KW Generator, S/N 33046, 375-KVA, Skid                          
Mounted Diesel Engine

1 Cummins Model DFGB-3370073, 600-KW Diesel Generator, S/N         
D990897895 (New 1999), 750-KVA, 900-HP V12 Diesel Engine

2 500-Gallon Diesel Fuel Tanks

1 Ingersoll Rand Model T30, 15-HP 2-Stage Horizontal Tank                   
Mounted Air Compressor, S/N 647588

1 Daewoo Model G25S, 5,000-Lb. Capacity LP Gas Forklift                     
Truck

1 2004 Chevrolet Model 3500, 4-Door Dump Truck, VIN:
1GCJK33G34F216016, with 10' Dump, 255,374 Miles

1 1991 International Model 9300, 6x4 Tractor, VIN:
2HSFEBGR5NC056812, with 694,520 Miles

1 1998 Navistar International Model 4700, 4x2 24'                                    
Vaccination Box Truck, VIN: 1HTFCAANXXH612494, 34,863
Miles at Time of Inspection

Miscellaneous Equipment Throughout, Consisting of:                      
Hatching Trays
Storage Cabinets, Refrigerators.

Miscellaneous Office Furnishings              
Consisting of: 4  desktop Computers with Monitors, 1 Printer
Chairs, Desks, Bookshelves, Credenzas,
Etc.

System, with (8) Double Tray Drawers, (320) Egg Holders, (16) Flow Valves, Aluminum Portable 
Frames

Hatchery Tanks, Each with Reinforced Vinyl Lining, Gravity Feed From Head Tank, O2 Probes, 
Feeder
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