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MESSAGE TO SHAREHOLDERS
Dear Fellow Shareholders:

YEAR IN REVIEW
2013 marks Strad’s ten year anniversary as a company. Established in 2003, Strad has
evolved significantly over the last decade, particularly over the last five years as the
company has grown considerably. Three years ago we hit an important milestone and
began trading as a public company on the Toronto Stock Exchange. Every year, as a
public and private company, we have worked hard to build lasting growth for our
stakeholders. Today, we are ten years strong and I am pleased to report that Strad is built
on a firm foundation of values, quality assets, strong culture and discipline.
Looking back to 2013, we completed a $14 million capital program and paid down debt.
We see our strength in our base of high quality rental and operating assets of $216
million, which is largely comprised of equipment acquired in the last five years. Our
modern and well maintained fleet in combination with Strad’s field service creates a
compelling value proposition for our customers.
Overall, 2013 was another solid year with total revenue of $190 million, which demonstrated our solidified presence
in key regions in both Canada and the United States (U.S.). During the year, we continued to see increased demand
for our Product Sales, and in particular our quality in-house manufactured mats, which resulted in revenue of $65
million. In the U.S., our restructuring efforts at the end of 2012 resulted in improved EBITDA margins throughout
2013 and further strengthened our position and ability to remain flexible and scale our operations concurrent with
market changes.
The more modest activity levels we experienced in the last half of 2012 continued to trend through 2013 in all of our
operating regions. Strad responded by continuing to manage our cost structure, repaying debt to strengthen our
balance sheet and spending capital strategically which further strengthened Strad’s position in core areas.
Encouragingly, the second half of 2013 in western Canada experienced more positive drilling activity levels from
those customers with upstream activity related to LNG projects.

OUTLOOK FOR 2014
Industry activity levels early in 2014 continue from the pace set in 2013. Strad is confident with its positioning of
assets, locations, and people throughout North America. In late January of 2014, Strad promoted Mr. Shane Hopkie,
former Senior Vice President for Canadian operations, into the role of Chief Operating Officer to oversee all
operations for the company.
Moving forward, we are confident in our current market positioning. The basins in which we operate continue to be
attractive areas for oil and gas development through commodity cycles. Our combination of newer equipment that
exceeds North American environmental standards alongside a proven safety program continues to meet the growing
complexity of our customers’ operations. In western Canada there is positive alignment with our operations and
potential LNG investment initiatives in the country. In the United States, our positioning in the Bakken and Marcellus
regions is strategic and balanced between key oil and gas plays.
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We continue to believe in the importance of maintaining flexibility to respond to changes in market activity. We are
geographically diversified in Canada and the U.S. and offer a diverse line of products that balance one another
through seasonal cycles and serve a blue chip customer base active in both oil and natural gas drilling and
completions. Our focus has also increasingly stretched into complementary industries such as pipeline and power
transmission construction, and mining.
In closing, I want to extend a big thank you to all of our customers and shareholders for their support throughout
2013. I would like to also thank all of our employees who have been responsible for and have committed to the
success of Strad since 2003. Every single one of our employees brings something unique to Strad and it is the result of
their continued efforts over the past ten years that has translated into our success and growth.

Sincerely,

Andy Pernal
President & Chief Executive Officer

Strad Energy Services Ltd.
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OPERATIONS REVIEW
Our mission is to serve our customers’ projects more productively and responsibly, which we call
The Strad Standard.

Strad Energy Services is a North American-focused company that provides oilfield
solutions to the energy industry. Strad’s every day mission is to provide high quality
products and trusted service that is backed with an industry-leading safety program.
As a leader in supporting complex well-site operations, Strad prides itself on partnering
with our customers to create highly functional progressive well-sites through western
Canada and the United States. Strad is the team providing a one-stop source for a range of
drilling and completions equipment needs, including: Surface Equipment, Environmental
and Access Matting, Solids Control and Waste Management, EcoPond® (frac-water
storage), and Drill Pipe.
For nearly a decade, Strad has won customers with the understanding that operations are constantly facing unique
industry challenges; the Company’s in-house Manufacturing and Equipment Design team meets this industry
challenge with the ability to custom design products to answer specific market place needs.

STRAD SOLUTIONS:
We exist to provide superior solutions to our customers.
SURFACE EQUIPMENT
Strad is designed to support a drilling and completions project from start to finish with an extensive line-up of surface
equipment for rent. Specializing in fluid management systems, spill containment and turnkey project management,
Strad’s team is committed to exceeding customer and environmental expectations through premium products, firstrate service and custom solutions for all well-site needs.
ENVIRONMENTAL & ACCESS MATTING
Strad’s Matting unit offers a superior line-up of products along with a best-in-class service team. Together, the end
result is a fully-integrated matting solution for our customers. The Strad team handles all project logistics and is
flexible to meet any project need with our matting fleet. Strad mats can be used for a variety of applications, such as,
temporary roadways, drilling pads, and camps; offering a protective layer between equipment and the ground
underneath.
With in-house manufacturing, even the most specific requests can be met with custom designed solutions. This
fabrication capability has allowed Strad to bring new safety enhanced designs to the market and introduce new
technology materials such as composite and cross laminated timber to our matting fleet.
SOLIDS CONTROL & WASTE MANAGEMENT
The Solids Control and Waste Management division was
developed to offer closed-loop, zero discharge systems to
the well-site. With solids control being a vital part to the
modern drilling operation, Strad works to exceed waste
management standards, improve water quality, and
minimize environmental impact.
DRILL PIPE
Strad offers a complete line of drill pipe and handling
tools for our customers. The Drill Pipe team is
experienced and ready to support the next project,
whatever the need.
Strad Energy Services Ltd.
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ECOPOND®
Introduced to the line-up in 2012, EcoPond® is Strad’s entry into the frac-water storage business. EcoPond® offers
customers a light weight, fully-engineered composite tank design that comes in a range of sizes and offers customers a
simple, high capacity fluid storage solution in comparison to expensive, large footprint multi-tank systems.
MANUFACTURING & EQUIPMENT DESIGN
Strad’s in-house Manufacturing business is a global leader in the production of premium matting and steel oilfield
equipment. We can assist from the concept stage with a professional design and development team to address custom
needs and specifications for operations.

WHERE WE WORK:
Resource Plays & Strad Locations

Strad Energy Services Ltd.
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SAFETY & THE ENVIRONMENT FIRST:
We believe a safe work environment is an essential part of success.
Safety and the environment are paramount for Strad. We differentiate our Company in the service industry by our
commitment to develop solutions that help to minimize environmental impact in the safest way possible. Simply,
Strad exists to deliver a better way to develop resources for an advancing world.

WHAT IS “SAFETY FIRST”?
Safety First is Strad’s in-house behavioral-based safety program. It represents many things but
most importantly reinforces to be proactive and keep safety top of mind at all times.

KEY PRINCIPLES:
 Be Proactive  Be Accountable  Be Consistent  Be Aware
All Strad employees are trained around these key principles and best safety practices. The most
valuable lesson through this program is the understanding that these principles be carried out
through all facets of people’s lives, not just while on the job.
Strad also takes our commitment to the stewardship of the environment seriously. At the core, Strad understands that
satisfying the world’s demand for energy requires resources, existing technology and new ideas. It is Strad’s
commitment to the enhancement and new development of well-site infrastructure solutions that help customers
maximize results while minimizing environmental impact.

FIRST NATIONS & ABORIGINAL RELATIONS:
We believe that every employee adds unique value to our company.
The energy industry has seen an ever increasing awareness of Aboriginal issues and
land rights in recent years. Over the years, Aboriginal Relations programs have been a
core determining factor in winning key projects and contracts with customers.
Through 2013, Strad’s partnership program continued to build momentum. The
program was initiated in 2011 and designed around the central belief that the First
Peoples’ communities should benefit from economic activity occurring on reserve and
traditional land use areas in forms of economic benefit, employment opportunities, on
the job training and education. Within a few years, Strad has solidified numerous
partnership agreements with First Peoples’ communities in western Canada and is
working with Native American Tribes toward similar partnership agreements.

Strad Energy Services Ltd.
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The following Management’s Discussion and Analysis (“MD&A”) was prepared as of February 26, 2014, and is
intended to assist the reader in understanding the current financial position and operating results of Strad Energy
Services Ltd. (“Strad” or the “Company”). This MD&A discusses the operating and financial results for the yearended December 31, 2013, and takes into consideration information available up to that date. This MD&A should be
read in conjunction with the audited consolidated financial statements of Strad for the year-ended December 31,
2013, which were prepared in accordance with International Financial Reporting Standards, as issued by the
International Accounting Standards Board. Strad’s common shares trade on the Toronto Stock Exchange under the
symbol “SDY”.
Additional information relating to Strad for the year-ended December 31, 2013, may be found on the System for
Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com.

SELECTED FINANCIAL AND OPERATIONAL HIGHLIGHTS:


EBITDA(1) from continuing operations of $10.7 million and $40.5 million for the three months and yearended December 31, 2013, an increase of 39% and a decrease of 13%, respectively, compared to $7.7
million and $46.6 million for the same periods in 2012;



Revenue from continuing operations of $47.9 million and $189.6 million for the three months and yearended December 31, 2013, a 15% increase and a 7% decrease, respectively, compared to $41.5 million and
$203.2 million for the same periods in 2012;



Capital additions totaled $9.5 million during the fourth quarter and $25.5 million for the year. Reported
capital expenditures, net of $1.6 million and $11.8 million rental asset disposals during the respective
periods, were $8.0 million during the fourth quarter and $13.7 million for the year;



Total funded debt (2) to twelve month trailing EBITDA ratio of 1.0 to 1 at December 31, 2013;



Earnings (loss) per share from continuing operations of $0.05 and $0.15 for the three months and yearended December 31, 2013, respectively, compared to $(0.10) and $0.20 for the same periods in 2012.
Adjusted for the loss on assets held for sale, impairment loss and reversal of the Company's restructuring
provision, earnings per share would otherwise be $0.09 and $0.19 for the three months and year-end
December 31, 2013; and,



During the fourth quarter of 2013, the Company completed a review of the estimated useful lives and
residual value estimates of certain rental equipment. As such, effective October 1, 2013, management has
amended the useful life and residual value estimates on certain components of its rental equipment assets
and has commenced depreciation of these assets over the revised estimate of useful life. This has resulted in
a reduced depreciation expense of approximately $2.0 million for the three month period ended December
31, 2013, in comparison to the prior quarter. Depreciation expense is expected to decrease by approximately
$8.0 million on an annual basis based on the current capital base.

Notes:
(1) Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.
(2) Funded debt includes bank indebtedness plus long-term debt plus current and long-term obligations under finance lease less cash. EBITDA is based on trailing
twelve months. See “Non-IFRS Measures Reconciliation”.

Strad Energy Services Ltd.
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YEAR END FINANCIAL HIGHLIGHTS

($000's, except per share amounts)
Revenue from continuing operations
EBITDA from continuing operations (1)
EBITDA as a % of revenue
Per share ($), basic
Per share ($), diluted
Net income (loss) from continuing operations (2)
Per share ($), basic
Per share ($), diluted
Funds from continuing operations (3)
Per share ($), basic
Per share ($), diluted
Capital expenditures from continuing
operations
Dispositions of rental assets (4)
Net capital expenditures (5)
Total assets
Return on average total assets (6)
Long-term debt (7)
Total long-term liabilities
Common shares - end of period ('000's)
Weighted avg common shares ('000's)
Basic
Diluted

Three Months Ended December 31,
2013
2012
% Chg.
47,850
10,678
22%
0.29
0.29
1,923
0.05
0.05
10,369
0.28
0.28

41,465
7,675
19%
0.21
0.20
(3,490)
(0.10)
(0.09)
8,123
0.22
0.22

9,557
(1,574)
7,983
207,920
20%
38,500
47,067
37,251

11,737
(340)
11,397
232,705
13%
55,500
67,064
37,251

36,720
37,419

36,572
37,489

15
39
38
45
(155)
(150)
(156)
28
27
27
(19)
363
(30)
(11)
(31)
(30)

Year-Ended December 31,
2013
2012
% Chg.
189,574
40,528
21%
1.11
1.08
5,372
0.15
0.14
39,922
1.09
1.07

203,164
46,571
23%
1.27
1.24
7,342
0.20
0.20
44,844
1.22
1.19

(7)
(13)

25,516
(11,785)
13,731
207,920
18%
38,500
47,067
37,251

70,185
(3,032)
67,153
232,705
20%
55,500
67,064
37,251

(64)
289
(80)
(11)

36,612
37,361

36,655
37,550

(13)
(13)
(27)
(25)
(30)
(11)
(11)
(10)

(31)
(30)

Notes:
(1) EBITDA is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.
(2) Net income from continuing operations excludes income attributable to the non-controlling interests.
(3) Funds from continuing operations is cash flow from operating activities before changes in working capital. Funds from operations is not a recognized measure
under IFRS; see “Non-IFRS Measures Reconciliation”.
(4) Dispositions reported at net book value.
(5) Includes assets acquired under finance lease and purchases of intangible assets. Net capital expenditures are net of rental asset disposals.
(6) Return on average total assets is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.
(7) Excluding current portion.

OVERVIEW OF THE COMPANY
Strad offers its customers a wide range of well-site infrastructure solutions, including Surface Equipment,
Environmental and Access Matting, Solids Control and Waste Management, EcoPond® (frac-water storage), Drill
Pipe, and Manufacturing and Equipment Design. Strad has strategically diversified its operations through the
addition of new products and services, and is geographically diversified across North America. Strad’s commodity
exposure through its service offerings includes conventional and unconventional oil, liquids rich natural gas and dry
natural gas. Geographically, the Company has an established base in the Western Canadian Sedimentary Basin
(“WCSB”) and in resource plays in the United States (“U.S.”), namely the Marcellus in Pennsylvania, the Bakken in
North Dakota, and selected areas within the western United States Rockies. As of December 31, 2013, the Company
has 28 operating locations throughout North America.

FOURTH QUARTER RESULTS
Strad reported an increase in revenue and EBITDA of 15% and 39%, respectively, during the three months ended
December 31, 2013, compared to the same period in 2012. During the fourth quarter of 2013, Strad's results
benefited from increased drilling activity levels in Western Canada during December and increased product sales. In
Strad Energy Services Ltd.
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the U.S., drilling activity levels varied by region compared to 2012. In the Bakken, average rig counts declined 9%
year-over-year, which was offset by modest rig count increases of 3% and 6% in the Marcellus and Rockies regions,
respectively. As a result, Strad's U.S. Operations experienced consistent revenue levels during the fourth quarter of
2013 compared to 2012, while EBITDA margins increased due to the cost restructuring plan implemented in the
fourth quarter of 2012.
Strad’s Canadian Operations reported higher EBITDA during the three months ended December 31, 2013, compared
to the same period in 2012. Increased EBITDA was a result of higher drilling activity during December 2013
compared to 2012, which impacted demand for Strad's surface equipment and drill pipe rental fleet, as well as the
elimination of the Company's Communications product line in 2012, which contributed negative EBITDA of $0.4
million during the fourth quarter of 2012. Overall drilling activity averaged 2% higher year-over-year during the
quarter.
During the fourth quarter, Strad’s U.S. Operations reported similar revenue and higher EBITDA in 2013 compared to
2012. Revenue during the quarter was similar due to relatively stable utilization and pricing for Strad's U.S. rental
fleet resulting from relatively stable overall rig counts discussed previously. Fourth quarter EBITDA was higher,
despite similar revenue, due to the cost restructuring strategy implemented in the fourth quarter of 2012. The
successful implementation of that plan resulted in EBITDA margin percentages that averaged 28%, and were as high
as 32%, during 2013 versus an average of 25% in 2012.
During the fourth quarter, capital expenditures were $5.3 million in Canada and $2.6 million in the U.S., net of $1.1
million and $0.4 million, respectively, in rental asset disposals. Capital expenditures are reported net of the net book
value of rental assets sold in the period. For the year-ended December 31, 2013, Strad has spent $25.5 million on a
gross basis, or $13.7 million, net of $11.8 million in rental asset disposals, of its budgeted $15.0 million capital
program. Strad continued to invest in equipment which is in high demand in both Canada and the U.S.

OUTLOOK
Industry conditions during the fourth quarter remained
relatively consistent on a year-over-year basis in Canada,
whereas overall drilling activity in the U.S. declined slightly.
Limited growth in the WCSB was driven by a continuation of
broader constraints relating to oil transportation bottlenecks as
well as low natural gas drilling activity and the general lack of
access to capital for many companies in the Canadian
exploration and production ("E&P") sector. South of the border,
U.S. drilling activity continued to be impacted by the reduced
number of rigs targeting lower margin natural gas plays as well
as the ongoing maturation of the Bakken and Marcellus
resource plays, which supported increased drilling efficiency.
In the WCSB, active drilling rigs in the fourth quarter of 2013 remained relatively level, averaging 370 compared
with 362 for the same period in 2012. However, active rigs in the month of December 2013 were up more than 10%
over the prior year, reflecting a more robust pace to the winter drilling season in 2013. In the United States, drilling
rig activity continued to vary by region, with the total active U.S. rig count in the fourth quarter of 2013 declining by
3% on a year-over-year basis. The majority of Strad’s U.S. fleet continues to operate in the Bakken and Marcellus
resource plays. The active rig count in the Bakken averaged 180 rigs in the fourth quarter of 2013, down 9% from
197 in the prior year period. In the gas-weighted Marcellus play, the active rig count, including the Utica shale,
averaged 123 during the fourth quarter of 2013, up 3% from 120 in the prior year period. On a sequential basis, rig
counts in the Marcellus, including the Utica, increased 3%.
Bakken operations are also in close proximity to the Rockies region, consisting of Colorado, Wyoming and Utah,
where an average of 149 rigs were drilling during the fourth quarter, compared to 141 rigs in the fourth quarter of
2012. Both the Utica Shale and Rockies region represent platforms to grow utilization of rental assets from existing
operating regions. In addition to drilling activity, the long-term build out of Liquefied Natural Gas ("LNG")
infrastructure in Canada could result in increased demand for Strad's products and services.
Strad Energy Services Ltd.
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Early in 2014, the pace of drilling rig activity in the WCSB continued from the increased levels seen in December
2013, but has recently leveled off to prior year levels. In the U.S., rig activity in Strad’s markets has been more or
less in line with the prior year. Capital spending announcements from oil and gas producers in 2014 suggest that
activity may be up modestly in 2014 over the prior year. Although many of the major producers and state owned oil
companies that comprise the majority of Strad’s customers do not announce capital spending by basin, current
expectations are that the capital spending profile of these producers will at least match expectations for the broader
market. LNG related drilling activity is driving some of the rig activity increase over the prior year in Canada. Strad
has participated in this activity increase with multi-well equipment packages deployed to key customers in northeast
British Columbia. Activity increases in the Marcellus region have also resulted in early modest gains in utilization of
surface equipment and matting in Strad’s fleet. Sustained higher natural gas prices are expected to have a positive
impact on rig activity in the Marcellus region.
Product Sales activity finished higher in 2013 compared to 2012, due to several large matting projects being
completed in December 2013. The increased pace of activity in the fourth quarter of 2013 reduced the backlog of
projects entering 2014. Although there is limited visibility on projects and limited backlog in the manufacturing
business entering the year, Strad continues to expect Product Sales to be driven by similar market forces to those that
drive demand for the rental assets over time.
Strad remains focused on improving operational efficiency, maximizing utilization on its existing asset base and
disciplined deployment of capital targeted at opportunities in select areas such as matting in Canada and the
Marcellus, solids control in the Bakken, and rental assets deployed to LNG related drilling activity in Canada. The
capital program for the first half of 2014 is expected to total $17.0 million. The Company’s free cash flow and
financial position provide Strad with significant flexibility to pursue additional opportunities in the second half of the
year depending on industry conditions.

RESULTS OF OPERATIONS
CANADIAN OPERATIONS

($000’s)
Revenue
EBITDA (1)
EBITDA %
Capital expenditures from cont.
operations
Dispositions of rental assets (2)
Net capital expenditures (3)
Gross capital assets
Total assets

Three Months Ended December 31,
2013
2012
% chg.

Year-Ended December 31,
2013
2012
% chg.

19,250
5,284
27%

16,437
4,913
30%

17
8

70,452
18,342
26%

73,053
24,056
33%

(4)
(24)

6,411
(1,143)
5,268
109,170
100,108

8,204
(283)
7,921
110,681
108,841

(22)
304
(33)
(1)
(8)

16,217
(10,322)
5,895
109,170
100,108

31,836
(2,383)
29,453
110,681
108,841

(49)
333
(80)
(1)
(8)

Notes:
(1) EBITDA is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.
(2) Dispositions reported at net book value.
(3) Includes assets acquired under finance lease and purchases of intangible assets. Net capital expenditures are net of rental asset sales.

Revenue generated for the three months ended December 31, 2013, was $19.3 million, an increase of 17% compared
to $16.4 million for the same period in 2012. Fourth quarter 2013 revenue increased due to higher year-over-year
drilling activity in the WCSB, which resulted in higher utilization of the surface equipment and drill pipe fleets.
Strad’s customer base was particularly more active in the latter half of December in 2013 than in the prior year.
Pricing during the fourth quarter of 2013 remained consistent with prior year pricing. Finally, another factor that
improved fourth quarter revenue was higher trucking and service revenue associated with increased utilization of the
surface rental fleet.

Strad Energy Services Ltd.
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Revenue generated during the year-ended December 31, 2013, decreased 4% to $70.5 million compared to $73.1
million for the same period in 2012. Lower drilling activity levels earlier in 2013 and a smaller matting rental fleet,
after the sale of the SteelLock mats in the second quarter of 2013, were the main drivers of year-over-year revenue
declines.
EBITDA for the three months ended December 31, 2013, of $5.3 million, increased 8%, compared to $4.9 million
for the same period in 2012. EBITDA as a percentage of revenue for the three months ended December 31, 2013,
was 27% compared to 30% for the same period in 2012. This decrease was primarily due to lower margins on
trucking revenue in 2013. Strad’s surface equipment fleet realized higher utilization levels during the fourth quarter,
however, Strad received lower margins on the trucking charges to move equipment into areas with higher drilling
activity levels.
EBITDA for the year-ended December 31, 2013, decreased 24% to $18.3 million compared to $24.1 million for the
same period in 2012. Decreased EBITDA was a result of declines in higher margin rental revenue, a shift in product
mix during 2013 compared to 2012 and lower margins on trucking revenue in 2013. EBITDA as a percentage of
revenue for the year-ended December 31, 2013, was 26% compared to 33% for the same period in 2012.
U.S. OPERATIONS

($000’s)
Revenue
EBITDA (1)
EBITDA %
Capital expenditures from cont.
operations
Dispositions of rental assets (2)
Net capital expenditures (3)
Gross capital assets
Total assets

Three Months Ended December 31,
2013
2012
% chg.

Year-Ended December 31,
2013
2012
% chg.

13,882
3,948
28%

14,080
2,163
15%

(1)
83

54,225
15,441
28%

71,481
17,553
25%

(24)
(12)

3,070
(431)
2,639
105,011
104,927

2,549
(54)
2,495
108,839
112,880

20
698
6
(4)
(7)

8,676
(1,463)
7,213
105,011
104,927

35,517
(649)
34,868
108,839
112,880

(76)
125
(79)
(4)
(7)

Notes:
(1) EBITDA is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”
(2) Dispositions reported at net book value.
(3) Includes assets acquired under finance lease and purchases of intangible assets. Net capital expenditures are net of rental asset sales.

Revenue for the three months ended December 31, 2013, decreased 1% to $13.9 million from $14.1 million for the
same period in 2012. Overall rig counts during the fourth quarter declined year-over-year by 9% in the Bakken and
increased by 3% and 6% in the Marcellus and Rockies regions, respectively. As a result, utilization and pricing
remained stable during 2013.
Revenue for the year-ended December 31, 2013, decreased 24% to $54.2 million from $71.5 million for the same
period in 2012. The decrease in revenue year-over-year was primarily due to lower drilling activity in the Marcellus
region, which affected results during the first nine months of 2013, compared to 2012, and continued competition in
the maturing Bakken resource play. The Bakken continued to be the most active resource play for Strad's U.S.
Operations, generating 56% of total U.S. revenue.
EBITDA for the three months ended December 31, 2013, increased 83% to
$3.9 million compared to $2.2 million for the same period in 2012.
EBITDA as a percentage of revenue for the three months ended December
31, 2013, was 28% compared to 15% for the same period in 2012. The
increase in both EBITDA and EBITDA as a percentage of revenue, despite
stable revenue year-over-year, is due to the success of management’s
restructuring plan, which was implemented in the fourth quarter of 2012
and re-aligned the U.S. Operations cost structure with current market
conditions.

Strad Energy Services Ltd.
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EBITDA for the year-ended December 31, 2013, decreased 12% to $15.4 million compared to $17.6 million for the
same period in 2012. The modest decline of $2.2 million in EBITDA in the context of a $17.3 million revenue
decrease was achieved due to the cost reduction plan implemented during the fourth quarter of 2012. Similarly,
despite lower revenue levels year-over-year, EBITDA as a percentage of revenue for the year-ended December 31,
2013, increased to 28% compared to 25% for the same period in 2012.
PRODUCT SALES

($000’s)
Revenue
EBITDA (1)
EBITDA %
Capital expenditures (2)
Total assets

Three Months Ended December 31,
2013
2012
% chg.
14,717
2,497
17%
31
672

10,948
1,560
14%
843
6,377

34
60
(96)
(89)

2013
64,897
10,492
16%
295
672

Year-Ended December 31,
2012
% chg.
58,630
8,473
14%
1,698
6,377

11
24
(83)
(89)

Notes:
(1) EBITDA is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.
(2) Includes assets acquired under finance lease and purchases of intangible assets.

Product Sales are comprised of in-house manufactured products sold to external customers, third party equipment
sales to existing customers, and sales of equipment from Strad’s existing fleet to customers.
Revenue for the three months ended December 31, 2013, increased 34% to $14.7 million from $10.9 million for the
same period in 2012, resulting primarily from increased sales of in-house manufactured products. During the fourth
quarter, Product Sales consisted of $11.0 million of in-house manufactured products, $1.9 million of third party
equipment sales and $1.8 million of rental fleet sales compared to $4.9 million, $5.0 million and $1.0 million,
respectively, during the same period in 2012. Manufactured product sales increased as a result of two large rig mat
orders from large customers during the quarter. Sales of Strad’s rental fleet equipment fluctuate quarter-over-quarter
and are primarily dependent on strategic opportunities to sell underutilized rental assets.
Revenue for the year-ended December 31, 2013, increased 11% to $64.9 million from $58.6 million for the same
period in 2012. Product Sales consisted of $31.9 million of in-house manufactured products, $17.2 million of third
party equipment sales and $15.8 million of rental fleet sales compared to $29.7 million, $23.8 million and $5.1
million, respectively, during the same period in 2012. Increased matting sales during the second quarter and rig mat
sales during the fourth quarter were the primary drivers of year-over-year revenue increases.
EBITDA for the three months ended December 31, 2013, of $2.5 million increased by 60% compared to $1.6 million
for the same period in 2012. The increase in EBITDA was due to higher revenue during the fourth quarter of 2013
compared to the prior year. EBITDA as a percentage of revenue for the three months ended December 31, 2013,
increased to 17% compared to 14% for the same period in 2012, as a result of higher margins on in-house
manufactured products. EBITDA as a percentage of revenue tends to vary quarter-over-quarter depending on the mix
of sales, as realized margins on third party equipment sales and sales of equipment from Strad’s existing fleet
fluctuate more compared to sales of in-house manufactured products.
EBITDA for the year-ended December 31, 2013, of $10.5 million, increased by 24% compared with $8.5 million for
the same period in 2012. EBITDA as a percentage of revenue for the year-ended December 31, 2013, increased to
16% from 14% during the same period in 2012.
CORPORATE
Selling, general and administration expenses are largely allocated to the individual operating segments and reflected
in the EBITDA performance discussed previously. The remaining unallocated Corporate costs consist of head office
infrastructure and general corporate costs. Corporate costs for the three months ended December 31, 2013, were
consistent with the same period in 2012 at $1.0 million. Corporate costs as a percentage of total revenue during the
three months ended December 31, 2013, was consistent with the same period in 2012 at 2%.
Strad Energy Services Ltd.
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Corporate costs for the year ended December 31, 2013, increased slightly to $3.7 million compared to $3.5 million
for the same period in 2012. Corporate costs as a percentage of total revenue for the year ended December 31, 2013,
remained consistent with the same period in 2012 at 2%.
DEPRECIATION AND AMORTIZATION
Depreciation and amortization expense related to property, plant and equipment and intangible assets decreased to
$5.3 million and increased to $29.0 million for the three months and year-ended December 31, 2013, compared to
$7.7 million and $28.3 million for the same periods in 2012. Depreciation and amortization expense decreased
during the fourth quarter of 2013 due to a change in useful life and residual value assumptions used in calculating
depreciation and amortization expense on the Company’s assets.
During the fourth quarter of 2013, management completed a comprehensive review of the Company’s useful life and
residual value estimates for assets in each product line included in property, plant & equipment. The review gave
consideration to the Company's actual experience of wear and tear on its assets over the last several years as well as
the impact of the robust repair and maintenance program employed by the Company. As a result of this review,
management determined the useful lives should be increased for certain of the Company’s rental assets. In addition,
management also adjusted the estimated residual value of certain rental equipment at the end of the asset’s useful
life. As a result of these changes, depreciation expense is estimated to decrease by approximately $8.0 million on an
annual basis based on the current capital asset base. Management implemented these revised estimates as of October
1, 2013, with prospective treatment.
INTEREST AND FINANCE FEES
Interest expense from continuing operations totaled $0.7 million and $3.0 million for the three months and yearended December 31, 2013, compared to $0.7 million and $2.6 million for the same periods in 2012. Average funded
debt for the three months and year-ended December 31, 2013, was $46.7 million and $56.2 million, respectively,
compared to $65.3 million and $60.2 million for the same periods in 2012.
Finance fees from continuing operations for the three months and year-ended December 31, 2013, remained
consistent with 2012 at $0.1 million and $0.3 million, respectively. Financing fees are costs incurred to secure debt
financing.
GAIN/LOSS ON FOREIGN EXCHANGE
Gain on foreign exchange from continuing operations for the three months and year-ended December 31, 2013, was
$nil and $0.2 million, respectively, compared to a gain of $0.2 million and a loss of $0.7 million for the same periods
in 2012. The Company is exposed to foreign currency fluctuations as certain balances within working capital may
vary due to changing Canada/U.S. exchange rates. The Company has exposure to U.S. dollars as operations in the
U.S. represent a significant component of the asset base and operating cash flow. The Canadian dollar has weakened
by 7% against the U.S. dollar over the past year (1 CAD = 0.94 USD at December 31, 2013, compared to 1 CAD =
1.01 USD at December 31, 2012).
INCOME TAXES
For the three months ended December 31, 2013, the Company earned income before income taxes and discontinued
operations of $2.2 million, incurred current income tax expense of $0.5 million and deferred tax recovery of $0.3
million from continuing operations, compared to a current tax expense of $nil and a deferred income tax recovery of
$3.8 million for the same period in 2012. For the year-ended December 31, 2013, the Company earned income
before income taxes and discontinued operations of $5.0 million, incurred current income tax expense of $1.4 million
and deferred tax recovery of $1.8 million from continuing operations, compared to a current tax expense of $1.9
million and a deferred income tax recovery of $1.7 million for the same period in 2012.
The deferred income tax expense, or recovery, represents timing differences between accounting book value and tax
basis. The anticipated amount and timing of expense or recovery of deferred taxes will be dependent upon the
Company’s actual results, and the actual acquisition and disposition of assets and liabilities.
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The overall effective tax rate was (8)% for the year-ended December 31, 2013, compared to 3% for the same period
in 2012. The low effective tax rate is due to recoveries of income tax due to incremental deductions that were
material in the context of modest levels of pre-tax net income.
DISCONTINUED OPERATIONS
On January 12, 2012, the Company announced the sale of its Production Services Division. Therefore, the financial
results of the Production Services Division have been classified as discontinued operations in the Company’s
consolidated financial statements.
For the three months and year-ended December 31, 2013, the Company recorded income of $nil (2012-$nil) and $nil
(2012 - $0.4 million), net of tax, from discontinued operations.
NON-CONTROLLING INTEREST
For the three months and year-ended December 31, 2013, non-controlling interest was $nil and $nil compared to $nil
and $0.4 million for the same periods in 2012. During 2012, the Company acquired all of the outstanding noncontrolling interests which existed in less than wholly-owned subsidiaries.

SUMMARY OF QUARTERLY RESULTS

($000’s, except per share amounts)
Revenue from continuing operations
EBITDA from continuing operations(1)
Net income from continuing operations (2)
Per share ($), basic
Per share ($), diluted

($000’s, except per share amounts)
Revenue from continuing operations
EBITDA from continuing operations(1)
Net (loss) income from continuing operations (2)
Per share ($), basic
Per share ($), diluted

Dec. 31, 2013
47,850
10,678
1,923
0.05
0.05

Dec. 31, 2012
41,465
7,675
(3,490)
(0.10)
(0.09)

Three Months Ended
Sept. 30, 2013
Jun. 30, 2013
47,425
10,422
2,373
0.07
0.06

Mar. 31, 2013

49,576
8,769
13
—
—

44,723
10,659
1,063
0.03
0.03

Three Months Ended
Sept. 30, 2012
Jun. 30, 2012

Mar. 31, 2012

51,094
12,030
2,937
0.08
0.08

54,304
10,885
2,772
0.08
0.07

56,301
15,981
5,123
0.14
0.14

Notes:
(1) EBITDA is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.
(2) Net income (loss) from continuing operations, attributable to owner's of the parent.

Strad’s quarterly performance has historically been affected by seasonal variations in the WCSB. The Company has
geographically diversified its operations where approximately half of Strad’s gross capital assets are located in the
U.S. The United States does not normally experience the same seasonal reduction in drilling activity that the WCSB
does in the second quarter. Strad’s product diversity helps further mitigate seasonal variations. In Canada, the
demand for matting products is minimal during the first quarter, much stronger in the second quarter and third
quarter and then decreases through the end of the year. Demand for surface equipment is typically strong in the first
quarter, decreases in the second quarter and then increases over the next two quarters. Strad invests strategically in
its asset base so the deployment of new equipment can coincide with higher levels of sustained activity in the second
half of the year.
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LIQUIDITY AND CAPITAL RESOURCES
($000’s)

December 31, 2013

December 31, 2012

Current assets
Current liabilities
Working capital(1)

43,519
32,004
11,515

50,010
36,982
13,028

Banking facilities
Operating facility
Syndicated revolving facility
Total facility borrowings

1,879
38,500
40,379

2,488
55,500
57,988

Total credit facilities(2)
Unused credit capacity

110,000
69,621

110,000
52,012

Notes:
(1) Working capital is calculated as current assets less current liabilities, excluding assets held for sale. See “Non-IFRS Measures Reconciliation”.
(2) Facilities are subject to certain limitations on accounts receivable, inventory, and net book value of fixed assets and are secured by a general security agreement
over the Company's assets. As at December 31, 2013, Strad had access to $105 million out of the $110 million credit facility.

At December 31, 2013, working capital was $11.5 million compared to $13.0 million at December 31, 2012. Current
assets decreased despite an increase in revenue in the fourth quarter of 2013 compared to the fourth quarter of 2012,
which was due to sales of inventory and faster collection of accounts receivable balances. The decrease in current
liabilities is due to the repayment of the outstanding note payable during the fourth quarter of the current year, a
reduction of the restructuring provision and repayment of finance lease obligations during 2013. Funds from
operations for the year-ended December 31, 2013, decreased to $39.9 million compared to $44.8 million during the
same period in 2012. Capital expenditures from continuing operations totaled $25.5 million and $70.2 million for the
year-ended December 31, 2013 and December 31, 2012, respectively, and were offset by $11.8 million and $3.0
million of rental asset sales during the same periods. Management used funds from operations to repay $17.6 million
of Strad's total facility borrowing during 2013. Management monitors funds from operations and the timing of
capital additions to ensure adequate capital resources are available to fund Strad’s capital program.
The Company’s syndicated banking facility consists of an operating facility with a maximum principal amount of
$15.0 million CAD and $10.0 million USD, and an $85.0 million revolving facility, both of which are subject to
certain limitations on accounts receivable, inventory and net book value of fixed assets and are secured by a general
security agreement over the Company’s assets. The syndicated banking facility bears interest at bank prime plus a
variable rate, which is dependent on the Company’s funded debt to EBITDA ratio. On July 18, 2013, the Company
amended its syndicated credit facility, extending the maturity date from July 25, 2015 to July 25, 2016.
Based on the Company’s funded debt to twelve month trailing EBITDA ratio of 1.0 to 1 at the end of the fourth
quarter of 2013, the interest rate on the syndicated banking facility is bank prime plus 1.25% on prime rate advances
and at the prevailing rate plus a stamping fee of 2.25% on bankers’ acceptances. For the three months and year-ended
December 31, 2013, the overall effective rates on the operating facility was 4.03% and 4.01% respectively, and the
overall effective rate on the revolving facility was 3.46% and 3.51%, respectively. As of December 31, 2013, $1.9
million was drawn on the operating facility and $38.5 million was drawn on the revolving facility. Payments on the
revolving facility are interest only.
As at December 31, 2013, the Company was in compliance with all of the syndicated banking facility covenants.
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CONTRACTUAL OBLIGATIONS
The Company’s contractual obligations as at December 31, 2013, were as follows:
($000’s)
Finance leases
Operating leases
Total commitments

Total
2,657
20,150
22,807

1 Year or Less
1,993
4,905
6,898

2-3 Years
642
6,962
7,604

4+ Years
22
8,283
8,305

All of the Company’s contractual obligations range from less than one year to 10 years.

OUTSTANDING COMPANY SHARE DATA AND STOCKED-BASED COMPENSATION
PLANS
Common shares – voting
Options
Fully diluted common shares

As of February 15, 2014
37,251,301
2,791,500
40,042,801

OFF BALANCE SHEET ARRANGEMENTS
At December 31, 2013, the Company had no off-balance sheet arrangements.

TRANSACTIONS WITH RELATED PARTIES
COMPENSATION OF KEY MANAGEMENT
Key management includes the Company's directors and members of the Executive Management team.
Year-Ended December 31,
($000’s)
Salaries and short-term employee benefits

$

2013

2012

2,454 $

2,036

Share-based payments

269

703

Termination payments

114

600

2,837

3,339

LOANS TO KEY MANAGEMENT
As at December 31,
($000’s)
Opening balance
Share purchase loans issued
Repayment of share purchase loan
Interest charged
Interest paid

2013
$

1,845
99
(459)
25
(43)
1,467

Strad Energy Services Ltd.

2012
$

1,157
772
(101)
17
—
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Certain key management personnel and two directors have loans totaling $1.5 million from the Company. Proceeds
of the loans were used to purchase Common Shares in the Company. The loan balances are non-interest bearing for
the first three years of the loan. After three years, the notes bear interest at the prime lending rate per annum
established by the Company's bank, plus 1% interest. The loans are required to be repaid in full on the maturity date,
being 10 years from the date of issuance.
On December 4, 2013, the Company issued a loan of $0.1 million to a member of the Executive Management team
for purchase of Common Shares in the Company.

FINANCIAL INSTRUMENTS
All of the Company’s financial instruments as at December 31, 2013, relate to standard working capital and credit
facility items. There are no significant differences between the carrying value of these financial instruments and their
estimated fair values. There are no off-balance sheet arrangements and the Company does not use any derivative
financial instruments. Of the Company’s financial instruments, trade and notes receivable have exposure to credit
risk. The Company provides credit to its customers in the normal course of operations. The Company’s credit risk
policy includes performing credit evaluations of its customers. Substantially all of the Company’s trade receivables
are due from companies in the oil and natural gas industry and are subject to the normal industry credit risk.
Management views the credit risk related to trade and notes receivable as minimal. Funds drawn under the
syndicated banking facility bear interest at a floating interest rate. Therefore, to the extent that the Company borrows
under this facility, the Company is at risk to rising interest rates.
The Company is exposed to the following additional risks:
Liquidity risk is the risk that the Company will not be able to meet financial obligations at the point at which they
become due. Management’s approach to managing risk includes utilizing detailed working capital, cash and capital
expenditure forecasting and monthly budgeting to ensure liquidity is available when the financial obligations are due.
Management’s assessment of its liquidity reflects estimates, assumptions and judgments relating to current market
conditions.
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will affect the
Company’s net earnings or the value of its financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable limits, while maximizing returns.
Foreign currency exchange rate risk is the risk that the fair value of future cash flows will fluctuate as a result of
changes in foreign exchange rates. The Company is exposed to foreign exchange risk associated with its U.S.
Operations where revenues, costs, and purchases of capital assets are denominated in USD. The Company is also
exposed to foreign exchange risk as certain balances within working capital may fluctuate due to changing
Canada/U.S. exchange rates. The Company does not utilize derivative financial instruments with respect to foreign
exchange. For the year-ended December 31, 2013, if the exchange rate had weakened by 1% against the Canadian
dollar with all other variables constant, after tax net earnings would have decreased by $27 thousand (2012 - $24
thousand).

CRITICAL ACCOUNTING ESTIMATES
Management is required to make judgments, assumptions and estimates in applying its accounting policies and
practices, which have a significant impact on the financial results of the Company. The following discussion outlines
the accounting policies and practices involving the use of estimates that are critical to determining Strad’s financial
results.
Amounts recorded for depreciation and amortization are based on the estimated useful lives and residual values of
the underlying assets. Useful lives and residual values are based on management’s best estimate using knowledge of
past transactions, and as such are subject to measurement uncertainty. The estimates are reviewed at least annually
and are updated if expectations change as a result of physical wear and tear and legal or other limits to use. It is
possible that changes in these factors may cause changes in the estimated useful lives and residual values of the
Strad Energy Services Ltd.
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Company’s property, plant and equipment in the future. Additional disclosure on the Company’s change in useful
life and residual value estimates of certain rental equipment assets have been disclosed in note 4.
The Company’s assets are segregated into cash-generating units based on their ability to generate largely
independent cash flows and used for impairment testing. The determination of the Company’s cash-generating units
is subject to management’s judgment.
The Company tests annually, or when facts and circumstances indicate, whether goodwill has suffered any
impairment. The recoverable amounts of cash-generating units are determined using the greater of fair value less
costs of disposal and value-in-use. Fair value less costs of disposal and value-in-use calculations require the use of
estimates, assumptions and judgments. Value-in-use calculations require management to use assumptions regarding
discount rates and estimated future cash flows. Fair value less costs of disposal requires management to make
judgments of fair value using market conditions as well as estimations of costs to sell.
Compensation costs accrued for long-term stock-based compensation plans are subject to their fair value estimation
by using pricing models such as the Black-Scholes model which is based on significant assumptions such as
volatility, dividend yield and expected term.
Inventory is to be carried at the lower of cost and net realizable value. Management’s best estimate of net realizable
value is the selling price prevailing in the market.
Assets held for sale are to be carried at the lower of cost and fair value less costs of disposal. Management’s best
estimate of fair value less costs of disposal is the selling price prevailing in the market.
Tax interpretations, regulations and legislation in the various jurisdictions in which the Company and its subsidiaries
operate are subject to change. As such, income taxes are subject to measurement uncertainty. Deferred income tax
assets are assessed by management at the end of the reporting period to determine the likelihood that they will be
realized from future taxable earnings.
New standards adopted by the Company January 1, 2013:
IFRS 10, ‘Consolidated financial statements’ builds on existing principles by identifying the concept of control as the
determining factor in whether an entity should be included within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist in the determination of control where this is difficult to
assess. The adoption of this standard has not impacted the consolidation status of the Company's subsidiaries.
IFRS 12, ‘Disclosures of interests in other entities’ includes the disclosure requirements for all forms of interests in
other entities, including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles.
The adoption of this standard has not had a material impact on the Company’s financial statements.
IFRS 13, ‘Fair value measurement’ aims to improve consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value measurement and disclosure requirements for use across
IFRSs. The requirements do not extend the use of fair value accounting but provide guidance on how it should be
applied where its use is already required or permitted by other standards within IFRSs. The adoption of this standard
has not had a material impact on the Company’s financial statements. Additional disclosures on fair value
measurement required by IFRS 13 have been disclosed in note 27.
IAS 36, 'Impairment of assets' was amended twice in 2013. The first amendment required the disclosure of the
recoverable amount of a unit or group of units containing goodwill or indefinite lived intangible assets. The second
limited scope amendment, which has been early adopted by the Company on January 1, 2013, removes the
requirement to disclose the recoverable amount when a cash generating unit ('CGU') contains goodwill or indefinite
lived intangible assets when there has been no impairment or impairment reversal. The second amendment also
requires the Company to disclose how the fair value, less costs of disposal, has been measured when an impairment
loss has been recognized or reversed. The adoption of this standard has not had a material impact on the Company's
financial statements.
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New standards, amendments and interpretations issued but not yet effective for the first time for the financial year
beginning on or after January 1, 2014:
In December 2011, the IASB issued amendments to IAS 32, “Financial Instruments: Presentation” (“IAS 32”), to
clarify the requirements for offsetting financial assets and liabilities. The amendments clarify that the right to offset
must be available on the current date and cannot be contingent on a future event. The amendments to IAS 32 are
effective for annual periods beginning on or after January 1, 2014, requiring retrospective application. IAS 32 will
not have a significant impact on the Consolidated Financial Statements.
IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial assets and
financial liabilities. IFRS 9 was issued in November 2009 and October 2010. It replaces the parts of IAS 39 that
relate to the classification and measurement of financial instruments. IFRS 9 requires financial assets to be classified
into two measurement categories: those measured at fair value and those measured at amortized cost. The
determination is made at initial recognition. The classification depends on the entity’s business model for managing
its financial instruments and the contractual cash flow characteristics of the instrument. For financial liabilities, the
standard retains most of the IAS 39 requirements. The main change is that, in cases where the fair value option is
taken for financial liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in other
comprehensive income rather than the income statement, unless this creates an accounting mismatch. The Company
is yet to assess IFRS 9’s full impact and intends to adopt IFRS 9 no later than the accounting period beginning
January 1, 2015.
There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a material
impact on the Company.

DISCLOSURE CONTROLS AND PROCEDURES
The Chief Executive Officer ("CEO") and the Chief Financial Officer ("CFO"), have designed, or have caused to be
designed under their supervision, the Company’s disclosure controls and procedures to provide reasonable
assurances that the information required to be disclosed by the Company in its filings or other reports submitted by it
under securities legislation is in compliance with the time periods specified in the securities legislation. They are
assisted in this responsibility by the Company’s Management team. These disclosure controls and procedures include
controls and procedures which have been designed to ensure that the information required to be disclosed by the
Company in its filings or other reports submitted by it under securities legislation is accumulated and communicated
to the Company’s Management to allow timely decisions regarding required disclosure.
As at December 31, 2013, an evaluation was carried out, under the supervision of the CEO and the CFO, of the
effectiveness of the design and operation of Strad’s disclosure controls and procedures as defined by National
Instrument 52-109, Certification of Disclosure in Issuers’ Annual and Interim Filings. Based on this evaluation, the
CEO and CFO concluded that, as at December 31, 2013, Strad’s disclosure controls and procedures, as defined by
National Instrument 52-109, Certification of Disclosure in Issuers’ Annual and Interim Filings, were effective.
Strad will continue to evaluate the disclosure controls and procedures with modifications being made when
necessary. There were no changes in Strad’s disclosure controls and procedures that occurred during the year-ended
December 31, 2013, which have materially affected, or are reasonably likely to materially affect, Strad’s disclosure
controls and procedures.

INTERNAL CONTROLS OVER FINANCIAL REPORTING
The CEO and CFO of the Company are responsible for designing, establishing and maintaining internal controls over
financial reporting; as such term is defined in National Instrument 52-109 – Certification of Disclosure in Issuers’
Annual and Interim Filings. The CEO and CFO of the Company will have to certify on a quarterly and annual basis
that senior management has designed such internal controls over financial reporting (“ICFR”), or caused them to be
designed under their supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with IFRS. The control framework used
to design ICFR is the Internal Control – Integrated Framework (1992) (“COSO Framework”) published by the
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Committee of Sponsoring Organizations of the Treadway Commission (“COSO”). The CEO and CFO of the
Company directed the assessment of the design and operating effectiveness of the Company’s internal controls over
financial reporting as at December 31, 2013, and based on that assessment determined that the Company’s internal
controls over financial reporting was, in all material respects, appropriately designed and operating effectively.
The Company’s internal controls over financial reporting may not prevent or detect all errors, misstatements and
fraud. The design of internal controls must also take into account resource constraints. A control system, including
the Company’s internal controls over financial reporting, no matter how well conceived and operated, can provide
only reasonable, not absolute, assurance that the objectives of the control system are met.
During the year-ended December 31, 2013, there have been no changes in the Company’s internal controls over
financial reporting that have materially affected, or are reasonably likely to have materially affected the Company’s
internal controls over financial reporting.

RISKS AND UNCERTAINTIES
The operations of Strad face a number of risks and uncertainties in the normal course of business that may be beyond
its control, but which could have a material adverse effect on the Company’s financial condition and results of
operations.
RISKS IN THE OIL AND NATURAL GAS EXPLORATION AND PRODUCTION INDUSTRY
The oil and natural gas exploration and production industry in which the Company operates is highly volatile, and
there can be no assurances that demand for the Company’s services will be maintained at current levels.
The demand, pricing and terms of oil and natural gas services now and in the future largely depend upon the level of
exploration, development and production activity for both crude oil and natural gas in the WCSB and in the United
States. Oil and natural gas industry conditions are influenced by numerous factors over which the Company has no
control, including oil and natural gas prices, expectations about future oil and natural gas prices, levels of consumer
demand, the cost of exploring for, producing and delivering oil and natural gas, the expected rates of declining
current production, the discovery rates of new oil and natural gas reserves, available pipeline and other oil and
natural gas transportation capacity, weather conditions, political, regulatory and economic conditions, and the ability
of oil and natural gas companies to raise equity capital or debt financing.
COMPETITION
The Company competes with a number of companies, some of which have greater technical and financial resources.
The market consists of a range of companies, large and small, public and private. There can be no assurance that
competitors will not substantially increase the resources devoted to the development and marketing of services that
compete with those of the Company, or that new or existing competitors will not enter the various markets in which
the Company is active. In addition, reduced levels of activity in the oil and natural gas industry could intensify
competition and the pressure on competitive pricing and may result in lower revenues or margins to the Company.
The Company’s customers may elect not to purchase its services if they view the Company’s financial viability as
unacceptable, which would cause the Company to lose customers.
ONGOING CAPITAL REQUIREMENTS
The Company’s business strategy is based in part upon the continued expansion of the Company’s ability to provide
a range of oil and natural gas rental equipment and related services. In order to continue to implement its business
strategy, the Company will be required to further its capital investment. The Company’s ability to obtain financing or
to access the capital markets for future offerings may be limited by the restrictive covenants and limits in the
Company's current and future debt agreements, by the Company’s future financial condition, and by adverse market
conditions resulting from, among other things, general economic conditions and contingencies and uncertainties
beyond the Company’s control.
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SEASONALITY OF OILFIELD OPERATIONS
In Canada, the level of activity in the oilfield services industry is
influenced by seasonal weather patterns. While the Company’s
facilities are open and accessible year-round, spring breakup
reduces the Company’s activity levels in Canada.
ACCOUNTS RECEIVABLE
A substantial portion of the Company’s accounts receivable are
with customers involved in the oil and natural gas industry, whose
revenues may be affected by fluctuations in oil and natural gas
prices. Customers are generally invoiced for our services in
arrears. As a result, the Company is subject to the risk of its
customers delaying or failing to pay invoices. Risk of payment delays or failure to pay is increased during periods of
weak economic conditions due to potential reduction in cash flow and access to capital of the Company’s customers.
It is not uncommon for the Company to have receivables in excess of 90 days and in such event the Company will
take all reasonable steps to collect such receivables. The Company does not have significant exposure to any
individual customer, other than one customer that accounted for 10% of revenue from continuing operations.
ENVIRONMENTAL LEGISLATION
The oil and natural gas industry is subject to environmental regulations pursuant to a variety of provincial, state and
federal legislation. Such legislation provides for restrictions and prohibitions on the release or emission of various
substances produced in association with certain oil and natural gas industry operations. In addition, such legislation
requires that well and facility sites be abandoned and reclaimed to the satisfaction of government authorities.
Compliance with such legislation can require significant expenditures by Strad’s customers and a breach of such
requirements may result in suspension or revocation of necessary licenses and authorizations, civil liability for
pollution damage, and the imposition of material fines and penalties.
For additional information that could affect the Company’s business, see “Risk Factors” in the Company’s AIF
which is available on SEDAR at www.sedar.com.

RESPONSIBILITY OF MANAGEMENT AND THE BOARD OF DIRECTORS
The Company’s Management is responsible for the information disclosed in this MD&A and the accompanying
audited consolidated financial statements, and has in place appropriate information systems, procedures and controls
to ensure that information used internally by management and disclosed externally is materially complete and
reliable. In addition, the Audit Committee, on behalf of the Board of Directors, provides an oversight role with
respect to all public financial disclosures made by the Company, and has reviewed and approved this MD&A and the
related audited consolidated financial statements.

FORWARD-LOOKING STATEMENTS
Certain statements and information contained in this MD&A constitute forward-looking statements. More
particularly, this MD&A contains forward-looking statements concerning future capital expenditures of the
Company, debt, dividends, demand for the Company’s products and services, drilling activity in North America,
pricing of the Company’s products and services, introduction of new products and services, manufacturing capacity
to meet anticipated demand for the Company’s products, and expected exploration and production industry activity.
These statements relate to future events or to the Company’s future financial performance and involve known and
unknown risks, uncertainties and other factors that may cause the Company’s actual results, levels of activity,
performance or achievements to be materially different from future results, levels of activity, performance or
achievements expressed or implied by such forward-looking statements.
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The use of any of the words “expect”, “plan”, “continue”, “estimate”, “anticipate”, “potential”, “targeting”, “intend”,
“could”, “might”, “should”, “believe”, “may”, “predict”, or “will” and similar expressions are intended to identify
forward-looking information or statements. Various assumptions were used in drawing the conclusions or making the
projections contained in the forward-looking statements throughout this MD&A. The forward-looking information
and statements included in this MD&A are not guarantees of future performance and should not be unduly relied
upon. Forward-looking statements are based on current expectations, estimates and projections that involve a number
of risks and uncertainties, which could cause actual results to differ materially from those anticipated and described
in the forward-looking statements. Such information and statements involve known and unknown risks, uncertainties
and other factors that may cause actual results or events to differ materially from those anticipated in such forwardlooking information or statements. These factors include, but are not limited to, such things as the impact of general
industry conditions, fluctuation of commodity prices, industry competition, availability of qualified personnel and
management, stock market volatility and timely and cost effective access to sufficient capital from internal and
external sources. The risks outlined above should not be construed as exhaustive. Although management of the
Company believes that the expectations reflected in such forward-looking statements are reasonable, it can give no
assurance that such expectations will prove to have been correct. Accordingly, readers should not place undue
reliance upon any of the forward-looking information set out in this MD&A. All of the forward-looking statements
of the Company contained in this MD&A are expressly qualified, in their entirety, by this cautionary statement. The
various risks to which the Company is exposed are described in this MD&A under the heading “Risk Factors” above
and in additional detail in the Company’s Annual Information Form (“AIF”). Except as required by law, the
Company disclaims any intention or obligation to update or revise any forward-looking information or statements,
whether the result of new information, future events or otherwise.

NON-IFRS MEASURES RECONCILIATION
Certain supplementary measures in this MD&A do not have any standardized meaning as prescribed under IFRS
and, therefore, are considered non-IFRS measures. These measures are described and presented in order to provide
shareholders and potential investors with additional information regarding the Company’s financial results, liquidity
and its ability to generate funds to finance its operations. These measures are identified and presented, where
appropriate, together with reconciliations to the equivalent IFRS measure. However, they should not be used as an
alternative to IFRS, because they may not be consistent with calculations of other companies. These measures are
further explained below.
Earnings before interest expense, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure
under IFRS. Management believes that in addition to net income, EBITDA is a useful supplemental measure as it
provides an indication of the results generated by the Company’s principal business activities prior to consideration
of how those activities are financed or how the results are taxed. EBITDA is calculated as net income from
continuing operations plus interest expense, finance fees, taxes, depreciation and amortization, non-controlling
interest, loss on disposal of property, plant and equipment, loss on foreign exchange, loss on assets held for sale,
restructuring expenses, impairment loss, less gain on foreign exchange, gain on disposal of property, plant and
equipment and restructuring expense reversal. Segmented EBITDA is based upon the same calculation for defined
business segments, which are comprised of Canadian Operations, U.S. Operations, Product Sales and Corporate.
Funds from operations are cash flow from operating activities excluding changes in working capital and share-based
payments. It is a supplemental measure to gauge performance of the Company before non-cash items. Working
capital is calculated as current assets minus current liabilities. Working capital, cash forecasting and banking
facilities are used by Management to ensure funds are available to finance growth opportunities.
Annualized return on average total assets for the year-ended December 31, 2013, is calculated as annualized year-todate EBITDA divided by the average of total assets over the fourth quarter of 2012 and the first, second and third
quarters of 2013, including a three month lag. The three month lag represents the time between the purchase of
capital assets and when they are deployed in the field and earning revenue.
Funded debt is calculated as bank indebtedness plus current and long-term portion of debt plus current and long-term
portion of finance lease obligations, less cash.
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RECONCILIATION OF EBITDA AND FUNDS FROM OPERATIONS

($000’s)

Three Months Ended December 31,
2013
2012

Year-Ended December 31,
2013
2012

Net income (loss) from continuing operations
for the period
Add:
Depreciation and amortization
Loss on disposal of PP&E
Loss on assets held for sale
Non-controlling interest
Share-based payments
Deferred income tax (recovery)
Finance fees
Restructuring (reversal) expense
Impairment loss
Interest expense
Funds from operations

1,923

(3,490)

5,372

7,342

5,265
477
637
—
152
(225)
88
(514)
1,901
665
10,369

7,668
226
—
—
239
(3,804)
66
4,129
2,350
739
8,123

28,974
1,301
812
—
590
(1,787)
319
(514)
1,901
2,954
39,922

28,285
272
—
355
819
(1,628)
245
4,129
2,350
2,675
44,844

Add:
Foreign exchange (gain) loss
Current income tax expense (recovery)
Subtotal

(5)
466
10,830

(196)
(13)
7,914

(207)
1,403
41,118

684
1,862
47,390

Deduct:
Share-based payments
EBITDA

152
10,678

239
7,675

590
40,528

819
46,571

RECONCILIATION OF QUARTERLY NON-IFRS MEASURES
Three Months Ended
($000’s)
Net income from continuing operations
for the period
Add:
Depreciation and amortization
Loss on disposal of PP&E
Loss on assets held for sale
Foreign exchange gain
Current income tax expense

December 31, 2013

September 30, 2013

June 30, 2013

March 31, 2013

1,923

2,373

13

1,063

5,265
477
637
(5)

7,259
162
—
(63)

8,824
76
17
(18)

7,626
586
158
(121)

466
(225)

627
(808)

94
(1,099)

216

665
(514)

791
—
—
71
8,769

345
714
—
—
72
10,659

—
8,769

—
10,659

Deferred income tax (recovery) expense
Interest expense
Restructuring (reversal) expense
Impairment loss
Finance fees
EBITDA

1,901
88
10,678

784
—
—
88
10,422

Communications operating loss
EBITDA (Adjusted)

—
10,678

—
10,422
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RECONCILIATION OF QUARTERLY NON-IFRS MEASURES
Three Months Ended
($000’s)

Net (loss) income from continuing
operations for the period
Add:
Depreciation and amortization
Loss (gain) on disposal of PP&E
Foreign exchange (gain) loss
Non-controlling interest
Current income tax (recovery) expense
Deferred income tax (recovery) expense
Interest expense
Restructuring (reversal) expense
Impairment loss
Finance fees
EBITDA
Communications operating loss
EBITDA (Adjusted)

Strad Energy Services Ltd.

December 31, 2012

September 30, 2012

June 30, 2012

March 31, 2012

(3,490)

2,937

2,772

5,123

7,667
226
(195)

7,362
22
510
22

7,003
(11)
(32)
(187)

6,253
35
401
520

788
(528)

(104)

1,191

(3,804)
739
4,129
2,350
66
7,675

854
—
—
63
12,030

748
638
—
—
58
10,885

1,956
444
—
—
58
15,981

679
8,354

610
12,640

556
11,441

167
16,148

—
(13)
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AUDITOR’S REPORT

February 26, 2014
Independent Auditor’s Report
To the Shareholders of Strad Energy Services Ltd.
We have audited the accompanying consolidated financial statements of Strad Energy Services Ltd. and its
subsidiaries, which comprise the consolidated statement of financial position as at December 31, 2013 and December
31, 2012 and the consolidated statements of income, comprehensive income, changes in equity and cash flow for the
years then ended, and the related notes, which comprise a summary of significant accounting policies and other
explanatory information.
Management’s responsibility for the consolidated financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Strad Energy Services Ltd. and its subsidiaries as at December 31, 2013 and December 31, 2012 and its financial
performance and its cash flows for the years then ended in accordance with International Financial Reporting
Standards.

Chartered Accountants
Calgary, Alberta
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at December 31, 2013 and 2012
(in thousands of Canadian dollars)

Assets
Current assets
Trade receivables
Inventories (note 6)
Prepaids and deposits
Current portion of notes receivable (note 7)
Income taxes receivable

Assets held for sale (note 8)
Non-current assets
Property, plant and equipment (note 9)
Intangible assets (note 10)
Notes receivable (note 7)
Goodwill (note 11)
Deferred income tax assets
Total assets
Liabilities
Current liabilities
Bank indebtedness (note 12)
Accounts payable and accrued liabilities
Deferred revenue
Current portion of obligations under finance lease (note 13)
Note payable (note 14)
Dividend payable (note 17)
Restructuring provision (note 15)
Non-current liabilities
Long-term debt (note 16)
Obligations under finance lease (note 13)
Deferred income tax liabilities
Total liabilities
Equity
Share capital (note 17)
Contributed surplus (note 17)
Accumulated other comprehensive income (loss)
Retained (deficit) earnings
Total equity
Total liabilities and equity

As at December 31,
2013
$

As at December 31,
2012
$

35,569
5,788
1,772
350
40
43,519

33,418
12,022
2,379
665
1,526
50,010

3,167

4,728

142,108
1,685
—
17,277
164
207,920

157,042
2,721
729
17,277
198
232,705

1,879
25,403
785
1,887
—
2,050
—
32,004

2,488
24,244
160
2,735
1,492
2,050
3,813
36,982

38,500
770
7,797
79,071

55,500
2,285
9,279
104,046

117,824
11,612
603
(1,190)
128,849
207,920

117,462
11,016
(1,451)
1,632
128,659
232,705

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF INCOME
For the years ended December 31, 2013 and 2012
(in thousands of Canadian dollars, except per share amounts)
2013
$

2012
$

189,574

203,164

119,069
27,805
1,169
29,387
590
1,301

122,071
26,715
1,570
33,703
819
272

(207)

5,372

684
245
2,675
—
2,350
4,129
7,931
234
7,697

—

437

5,372

8,134

5,372
—
5,372

7,779
355
8,134

Earnings per share from continuing operations attributable to the equity owners of the
Company:
Basic
Diluted

$0.15
$0.14

$0.20
$0.20

Earnings per share from discontinued operations attributable to the equity owners of the
Company:
Basic
Diluted

$0.00
$0.00

$0.01
$0.01

$0.15
$0.14

$0.21
$0.21

Continuing operations
Revenue
Expenses
Operating expenses
Depreciation
Amortization of intangible assets
Selling, general and administration
Share-based payments
Loss on disposal of property, plant and equipment
Foreign exchange (gain) loss
Finance fees
Interest expense
Loss on assets held for sale
Impairment loss (note 20)
Restructuring (reversal) expense (note 15)
Income before income tax from continuing operations
Income tax (recovery) expense (note 21)
Net income from continuing operations for the period
Income from discontinued operations, net of tax (note 22)
Net income for the period
Net income attributable to:
Owners of the parent
Non-controlling interests

Earnings per share from total operations attributable to the equity owners of the Company:
Basic
Diluted

319
2,954
812
1,901
(514)
4,988
(384)

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the years ended December 31, 2013 and 2012
(in thousands of Canadian dollars)

Net income for the period
Other comprehensive income (loss)
Items that may be reclassified subsequently to net income
Cumulative translation adjustment
Total other comprehensive income (loss)
Comprehensive income for the period
Comprehensive income attributable to:
Owners of the parent
Non-controlling interests

2013

2012

$

$

5,372

8,134

2,054
2,054
7,426

(866)
(866)
7,268

7,426
—
7,426

6,913
355
7,268

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the years ended December 31, 2013 and 2012

(in thousands of Canadian dollars)

Attributable to equity owners of the Company

Share Contributed
capital
surplus
$
$

Accumulated
other Retained
comprehensive earnings
income (loss) (deficit)
$
$

Total
$

Noncontrolling
interest
$

Total
equity
$

117,462

11,016

(1,451)

1,632

128,659

—

128,659

Net income for the period
Other comprehensive income
(net of tax):
Cumulative translation adjustment

—

—

—

5,372

5,372

—

5,372

—

—

2,054

—

2,054

—

2,054

Comprehensive income for the period
Exercise of options
Shareholder loan repayments (net of
interest) (note 17)
Shareholder loans issued (note 17)
Dividends declared (note 17)
Employee share options
Other
Balance - December 31, 2013

—
—

—
(48)

2,054
—

5,372
—

7,426
(48)

—
—

7,426
(48)

492
(130)
—
—
—
117,824

—
—
—
590
54
11,612

—
—
—
—
—
603

—
—
(8,194)
—
—
(1,190)

492
(130)
(8,194)
590
54
128,849

—
—
—
—
—
—

492
(130)
(8,194)
590
54
128,849

Balance - January 1, 2012

157,042

3,017

(585)

(28,260)

131,214

2,059

133,273

—

—

—

7,779

7,779

355

8,134

—

—

(866)

—

(866)

—

(866)

Comprehensive (loss) income for the
period
Reduction of stated capital
Exercise of options

—
(39,086)
24

—
9,234
(60)

(866)
—
—

7,779
29,852
—

6,913
—
(36)

355
—
—

7,268
—
(36)

Shareholder loan repayments (net of
interest)
Shareholder loans issued
Purchase of non-controlling interest
Dividend declared

254
(772)
—
—

—
—
(1,854)
—

—
—
—
—

—
—
(1,592)
(6,147)

254
(772)
(3,446)
(6,147)

—
—
(2,418)
—

254
(772)
(5,864)
(6,147)

—

622

—

—

622

—

622

—
—
117,462

61
(4)
11,016

—
—
(1,451)

—
—
1,632

61
(4)
128,659

—
4
—

61
—
128,659

Balance - January 1, 2013

Net income for the period
Other comprehensive loss
(net of tax):
Cumulative translation adjustment

Employee share options
Reversal of cumulative translation
adjustment on purchased non-controlling
interest
Other
Balance - December 31, 2012

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOW
For the years ended December 31, 2013 and 2012

(in thousands of Canadian dollars)
Cash flow provided by (used in)
Operating activities
Net income for the period
Adjustments for items not affecting cash:
Depreciation and amortization
Deferred income tax (recovery) (note 21)
Share-based payments (net of cash settlement on stock option exercises)
Interest expense and finance fees
Loss on disposal of property, plant and equipment
Loss on sale of investment in subsidiary (note 22)
Loss on assets held for sale (note 8)
Impairment loss (note 20)
Changes in items of non-cash working capital (note 24)
Net cash generated from operating activities
Investing activities
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchase of intangible assets
Proceeds on sale of subsidiaries
Purchase of assets held for sale (note 8)
Proceeds from sale of assets held for sale
Purchase of non-controlling interest (note 18)
Changes in items of non-cash working capital (note 24)
Net cash (used) in investing activities
Financing activities
Proceeds on issuance of long-term debt
Repayment of long-term debt
Repayment of finance lease obligations (net)
Issue of share capital
Issue of shareholder loan (net of repayments) (note 17)
Interest expense and finance fees
Payment of dividends
Changes in items of non-cash working capital (note 24)
Net cash (used) generated from financing activities
Effect of exchange rate changes on cash and cash equivalents
Increase in bank indebtedness
Bank indebtedness – beginning of year
Bank indebtedness – end of period
Cash paid for income tax
Cash paid for interest

2013
$

2012
$

5,372

8,134

28,974
(1,787)

28,285
(1,628)

542
3,273
1,301
—
812
1,901
10,994
51,382

617
2,920
272
441
—
2,350
9,888
51,279

(12,696)

(63,270)

1,495
(546)

961
(1,557)

—
(125)

7,129
(2,481)

1,895
—
(7,657)
(17,634)

—
(5,864)
(2,433)
(67,515)

4,000
(21,000)
(2,363)

37,000
(5,000)
(2,645)

—
378
(3,273)
(8,194)

24
(501)
(2,920)
(4,098)
(219)

362
(30,090)
(3,049)

21,641
(2,118)

609

3,287

(2,488)
(1,879)

(5,775)
(2,488)

1,637
2,585

6,415
2,532

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS
For the years ended December 31, 2013 and 2012
(in thousands of Canadian dollars)
1. GENERAL INFORMATION
Strad Energy Services Ltd. (the “Company”), is a North American
energy services company that focuses on providing well-site
infrastructure solutions to the oil and natural gas industry in Canada
and the United States (U.S.).
The Company is a publicly listed company incorporated and
domiciled in Canada under the legislation of the Province of Alberta.
The consolidated financial statements of the Company as at and for
the year-ended December 31, 2013, and 2012, comprise the Company
and its subsidiaries. There are no significant restrictions on the
Company's ability to access or use the assets and settle the liabilities
of the group.
The head office, principal address and records office of the Company are located at 440 2nd Avenue SW, Suite 1200,
Calgary, Alberta, Canada, T2P 5E9.
These consolidated financial statements were approved and authorized for issuance by the Board of Directors (“the
Board”) on February 26, 2014.

2. BASIS OF PREPARATION
The Company prepares its consolidated financial statements in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board ("IASB") and interpretations of the
International Financial Reporting Interpretations Committee ("IFRIC").
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates.
It also requires management to exercise its judgment in the process of applying the group's accounting policies. The areas
involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 5.
The policies applied in these consolidated financial statements are based on applicable IFRS issued, effective and
outstanding as of February 26, 2014, the date the Board approved the statements.

3. SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies used in the preparation of these consolidated financial statements are described
below.
BASIS OF MEASUREMENT
The consolidated financial statements have been prepared under the historical cost convention, except as detailed in the
Company's accounting policies disclosed in this note.
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CHANGES IN ACCOUNTING POLICY AND DISCLOSURES
(i)

New and amended standards adopted by the Company January 1, 2013.

IFRS 10, ‘Consolidated financial statements’ builds on existing principles by identifying the concept of control as the
determining factor in whether an entity should be included within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist in the determination of control where this is difficult to
assess. During fiscal 2012, the Company bought the remaining non-controlling interests of the subsidiaries for which it
already controlled. As of October 1, 2012, the Company owned 100% of the equity share capital of its subsidiaries. The
adoption of this standard has not had a material impact on the Company’s financial statements.
IFRS 12, ‘Disclosures of interests in other entities’ includes the disclosure requirements for all forms of interests in other
entities, including subsidiaries, joint arrangements, associates, special purpose vehicles and other off balance sheet
vehicles. The adoption of this standard has not had a material impact on the Company’s financial statements.
IFRS 13, ‘Fair value measurement’ aims to improve consistency and reduce complexity by providing a precise definition
of fair value and a single source of fair value measurement and disclosure requirements for use across IFRSs. The
requirements do not extend the use of fair value accounting but provide guidance on how it should be applied where its
use is already required or permitted by other standards within IFRSs. The adoption of this standard has not had a material
impact on the Company's financial statements except for additional disclosure requirements.
IAS 36, 'Impairment of assets' was amended twice in 2013. The first amendment required the disclosure of the
recoverable amount of a unit or group of units containing goodwill or indefinite lived intangible assets. The second
limited scope amendment, which has been early adopted by the Company on January 1, 2013, removes the requirement
to disclose the recoverable amount when a cash generating unit ('CGU') contains goodwill or indefinite lived intangible
assets when there has been no impairment or impairment reversal. The second amendment also requires the Company to
disclose how the fair value, less costs of disposal, has been measured when an impairment loss has been recognized or
reversed. The adoption of this standard has not had a material impact on the Company's financial statements except for
additional disclosure requirements.
(ii) New standards, amendments and interpretations issued but not yet effective.
In December 2011, the IASB issued amendments to IAS 32, “Financial Instruments: Presentation” (“IAS 32”), to
clarify the requirements for offsetting financial assets and liabilities. The amendments clarify that the right to offset must
be available on the current date and cannot be contingent on a future event. The amendments to IAS 32 are effective for
annual periods beginning on or after January 1, 2014, requiring retrospective application. IAS 32 will not have a
significant impact on the Company's financial statements.
IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial assets and
financial liabilities. IFRS 9 was issued in November 2009 and October 2010. It replaces the parts of IAS 39 that relate to
the classification and measurement of financial instruments. IFRS 9 requires financial assets to be classified into two
measurement categories: those measured at fair value and those measured at amortized cost. The determination is made
at initial recognition. The classification depends on the entity’s business model for managing its financial instruments
and the contractual cash flow characteristics of the instrument. For financial liabilities, the standard retains most of the
IAS 39 requirements. The main change is that, in cases where the fair value option is taken for financial liabilities, the
part of a fair value change due to an entity’s own credit risk is recorded in other comprehensive income rather than the
income statement, unless this creates an accounting mismatch. A mandatory effective date for IFRS 9 in its entirety will
be announced when the project is closer to completion. Early adoption of the two completed phases is permitted if
adopted in their entirety at the beginning of a fiscal period. The Company is currently evaluating the impact of adopting
IFRS 9 on the Company's financial statements.
There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a material
impact on the Company.
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CONSOLIDATION
(i)

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Company has the power to govern the
financial and operating policies generally accompanying a shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered when assessing
whether the Company controls another entity.
Subsidiaries are fully consolidated from the date on which control is transferred to the Company. They are
deconsolidated from the date that control ceases.
The Company applies the acquisition method to account for business combinations. The consideration transferred for the
acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred to the former owners of the
acquiree and the equity interests issued by the Company. The consideration transferred includes the fair value of any
asset or liability resulting from a contingent consideration arrangement. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date.
The Company recognizes any non-controlling interest in the acquiree on an acquisition-by-acquisition basis, either at fair
value or at the non-controlling interest’s proportionate share of the recognized amounts of the acquiree’s identifiable net
assets.
Acquisition-related costs are expensed as incurred.
Goodwill is initially measured as the excess of the aggregate of the consideration transferred and the fair value of noncontrolling interest over the net identifiable assets acquired and liabilities assumed. If this consideration is lower than the
fair value of the net assets of the subsidiary acquired, the difference is recognized in profit or loss.
Inter-company transactions, balances, income and expenses on transactions between the Company and its subsidiaries are
eliminated. Profits and losses resulting from inter-company transactions that are recognized in assets are also eliminated.
(ii) Non-controlling interests
Non-controlling interests represent equity interests in subsidiaries owned by outside parties. The share of net assets of
subsidiaries attributable to non-controlling interests is presented as a component of equity. Their share of net income and
comprehensive income is recognized directly in equity.
(iii) Changes in ownership interests in subsidiaries without change of control
Transactions with non-controlling interests that do not result in loss of control are accounted for as equity transactions,
that is, as transactions with the owners in their capacity as owners. The difference between fair value of any
consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.
(iv) Disposal of subsidiaries
When the Company ceases to have control, any retained interest in the entity is re-measured to its fair value at the date
when control is lost, with the change in carrying amount recognized in profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently accounting for the retained interest as an associate, joint venture or financial
asset. In addition, any amounts previously recognized in other comprehensive income in respect of that entity are
accounted for as if the Company had directly disposed of the related assets or liabilities. This may mean that amounts
previously recognized in other comprehensive income are reclassified to profit or loss.
SEGMENT REPORTING
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the Company's executive management that makes strategic
decisions.
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FOREIGN CURRENCY TRANSLATION
(i)

Functional and presentation currency

The Company’s presentation currency is the Canadian dollar (“$”). The functional currencies of Strad Energy Services
Ltd. and its U.S. subsidiaries are the Canadian Dollar and U.S. Dollar (“USD”), respectively. These consolidated
financial statements have been translated to the Canadian Dollar in accordance with IAS 21 – The Effects of Changes in
Foreign Exchange Rates. This standard requires that assets and liabilities be translated using the exchange rate at period
end, and income, expenses and cash flow items are translated using the rate that approximates the exchange rates at the
dates of the transactions (i.e. the average rate for the period). All resulting translation differences are recognized in other
comprehensive income as “Cumulative Translation Adjustment”.
(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing on the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of foreign currency transactions and
from the translation at year-end exchange rates of monetary assets and liabilities are recognized in the statement of
income.
CASH AND CASH EQUIVALENTS
In the consolidated statement of cash flows, cash and cash equivalents includes cash on hand, and bank indebtedness. In
the consolidated balance sheet, bank indebtedness is classified as a current liability, separate from cash and cash
equivalents.
FINANCIAL INSTRUMENTS
All financial instruments are measured at fair value upon initial recognition of the transaction and measurement in
subsequent periods is dependent on whether the instrument is classified as “fair value through profit and loss”,
“available-for-sale”, “held-to-maturity”, “loans and receivables”, or “financial liabilities measured at amortized cost”.
Financial instruments classified as “fair value through profit and loss” are subsequently re-valued to fair market value
with changes in the fair value being recognized into earnings; financial instruments classified as “available-for-sale” are
subsequently re-valued to fair market value with changes in the fair value being recognized to other comprehensive
income and financial instruments designated as “held-to-maturity”, “loans and receivables”, and “financial liabilities
measured at amortized cost” are measured at amortized cost using the effective interest method of amortization.
FAIR VALUES
The Company’s financial instruments consist of trade receivables, notes receivable, bank indebtedness, accounts payable
and accrued liabilities, finance lease obligations, notes payable, dividends payable and long-term debt. The fair value of
these financial instruments approximates their carrying values, unless otherwise noted.
IMPAIRMENT OF FINANCIAL ASSETS
At each reporting date, the Company assesses whether there is objective evidence that a financial asset is impaired. If
such evidence exists, the Company recognizes an impairment loss, as follows:
(i)

Financial assets carried at amortized cost: The loss is the difference between the amortized cost of the loan or
receivable and the present value of the estimated future cash flows, discounted using the instrument’s original
effective interest rate. The carrying amount of the asset is reduced by this amount either directly or indirectly
through the use of an allowance account and the loss is recognized in the consolidated statement of income.

(ii) Financial assets classified as available for sale: The cumulative loss is measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognized
in other comprehensive income which is removed from accumulated other comprehensive income and
recognized in the consolidated statement of income.
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Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods if the amount of the
loss decreases and the decrease can be related objectively to an event occurring after the impairment was recognized.
TRADE RECEIVABLES
Trade receivables are amounts due from customers for products sold or services performed in the ordinary course of
business. Trade receivables are recognized initially at fair value and subsequently measured at amortized cost using the
effective interest method, less provision for impairment.
INVENTORIES
Inventories are stated at the lower of cost and net realizable value. Cost is determined using the average cost method. The
cost of finished goods and work-in-progress comprises raw materials, direct labour, depreciation on property, plant and
equipment, amortization of intangible assets, and related production overhead costs. Net realizable value is the estimated
selling price less applicable selling expenses.
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated impairment
losses. Cost includes expenditures that are directly attributable to the acquisition of the asset. Subsequent costs are
included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is probable that
future economic benefits associated with the item will flow to the Company and the cost can be measured reliably. The
carrying amount of a replaced asset is derecognized when replaced. Repairs and maintenance costs are charged to the
statement of income during the period in which they are incurred.
Land is not depreciated. The major categories of property, plant and equipment are depreciated on a straight-line basis as
follows:
Building
Automotive equipment
Furniture and fixtures
Computer hardware
Tools and equipment
Leasehold improvements
Rental equipment

20 years
5 years
5 years
3 years
3 - 5 years
Length of current lease
2 - 15 years with residual values of nil to 50% of original cost

During the year, the Company changed the estimated useful lives and residual values of certain assets included in rental
equipment (see note 4). No other major categories of property, plant and equipment were impacted.
The Company allocates the amount initially recognized in respect of an item of property, plant and equipment to its
significant parts and depreciates separately each such part. Residual values, method of amortization and useful lives of
the assets are reviewed annually and adjusted if appropriate.
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount of the asset and are
included as part of (gain) loss on disposal of property, plant and equipment in the consolidated statement of income.
IDENTIFIABLE INTANGIBLE ASSETS
The Company’s intangible assets include patented technology, customer relationships, non-competition covenants and
computer software with finite useful lives. These assets are capitalized and amortized on a straight-line basis in the
statement of income over the period of their expected useful lives as follows:
Customer relationships
Patent
Technology assets
Non-competition covenants
Computer software
Strad Energy Services Ltd.
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Development costs that are directly attributable to the design and testing of identifiable technology assets controlled by
the Company are recognized as intangible assets when the following criteria are met:
(i)
(ii)
(iii)
(iv)
(v)

it is technically feasible to complete the technology asset so that it will be available for use;
management intends to complete the technology asset and use or sell it;
there is an ability to use or sell the technology asset;
it can be demonstrated how the technology asset will generate probable future economic benefits;
adequate technical, financial and other resources to complete the development and to use or sell the technology
asset are available; and
(vi) the expenditure attributable to the technology asset during its development can be reliably measured.
Directly attributable costs that are capitalized as part of technology assets include costs of employee wages and benefits,
professional fees, direct materials and costs of testing required to bring the asset to its working condition.
Other development expenditures that do not meet these criteria are recognized as an expense as incurred. Development
costs previously recognized as an expense are not recognized as an asset in a subsequent period.
GOODWILL
Upon acquisition, goodwill is attributed to the applicable cash-generating unit (“CGU”) or aggregate CGU’s that are
expected to benefit from the business combination’s synergies. Goodwill is attributed to the CGU’s that collectively form
the Canadian Operations and U.S. Operations segments. This represents the lowest level that goodwill is monitored for
internal management purposes. Subsequent measurement of goodwill is at cost less any accumulated impairments.
Goodwill, which is calculated as the aggregate of the consideration transferred, the amount of any non-controlling
interest, and the fair value of any previously held interest less the fair value of the net assets acquired, is not amortized.
Rather, goodwill is tested for impairment at least annually and any resulting impairment loss is recognized in income in
the year that it is identified. The carrying value of goodwill is compared to the recoverable amount, which is the greater
of its fair value less costs of disposal or value in use. Value in use is derived by estimating the discounted pre-tax future
net cash flows for the aggregated CGU’s. Discounted future net cash flows are based on forecasted revenues and
expenses over the expected economic life of the underlying revenue generating assets and discounted using market rates.
Value in use is determined by estimating the present value of the future net cash flows expected to be derived from the
continued use of the asset or CGU.
IMPAIRMENT OF NON-FINANCIAL ASSETS
The carrying value of long-term assets, excluding goodwill, is reviewed for impairment whenever events or changes in
circumstances indicate that the carrying value of an asset or CGU may not be recoverable. If indicators of impairment
exist, the recoverable amount of the asset or CGU is estimated. If the carrying value of the asset or CGU exceeds the
recoverable amount, the asset or CGU is written down with an impairment recognized in net income.
The recoverable amount of an asset or CGU is the greater of its fair value less costs of disposal and its value in use. Fair
value is determined to be the amount for which the asset could be sold for in an arm’s length transaction.
Reversals of impairments are recognized when the indicators that an impairment loss recognized in prior periods may no
longer exist, or may have decreased. In this event, the carrying amount of the asset or CGU is increased to its revised
recoverable amount with an impairment reversal recognized in net earnings. The recoverable amount is limited to the
original carrying amount less depreciation and amortization as if no impairment had been recognized for the asset or
CGU for prior periods.
NON-CURRENT ASSETS HELD FOR SALE
Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be
recovered principally through a sale transaction and a sale is considered highly probable. They are stated at the lower of
carrying amount and fair value less costs to sell.
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SHARE CAPITAL
Common shares are classified as equity. Incremental costs directly attributable to the issuance of shares are recognized as
a deduction from equity.
DIVIDEND DISTRIBUTION
Dividend distribution to the Company’s shareholders is recognized as a liability in the financial statements in the period
in which dividends are approved by the Company’s Board.

INCOME TAXES
Income tax comprises current and deferred tax. Income tax is recognized in the consolidated statement of income except
to the extent that it relates to items recognized in other comprehensive income or directly in equity, in which case the
income tax is also recognized directly in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted at the end of the
reporting period.
Deferred tax is recognized, using the liability method, on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the consolidated financial statements. Deferred income tax is determined on
a non-discounted basis using tax rates and laws that have been enacted or substantively enacted at the balance sheet date
and are expected to apply when the deferred tax asset or liability is settled.
A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against
which the asset can be utilized. To the extent that the Company does not consider it probable that a deferred tax asset will
be recovered, the deferred tax asset is reduced.
Deferred income tax assets and liabilities are presented as non-current.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Company
intends to settle its current tax assets and liabilities on a net basis.
EMPLOYEE BENEFITS
(i)

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided. A liability is recognized for the amount
expected to be paid under the cash bonus plan if the Company has a present legal or
constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be reliably estimated.
(ii) Share-based payments
The Company grants stock options to certain directors, officers and employees. The
Company has two option plans. The new plan approved in 2010 includes options which
vest over three years and expire after five years. The previous plan includes options
which vest over four years and expire after six years. Each tranche of an award is
considered a separate award with its own vesting period and grant date fair value. Fair
value of each tranche is measured at the date of grant using the Black-Scholes option
pricing model. Compensation expense is recognized over the tranche’s vesting period
based on the number of awards expected to vest, by increasing contributed surplus.
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PROVISIONS
Provisions for restructuring costs and legal claims are recognized when the Company has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources will be required to settle the obligation and
the amount can be reliably estimated. Restructuring provisions comprise lease termination penalties, equipment
relocation costs and employee termination payments. Provisions are not recognized for future operating losses.
Provisions are measured based on the discounted expected future cash outflows.
A contingent liability is disclosed where the existence of an obligation will only be confirmed by future events, or where
the amount of a present obligation cannot be measured reliably or will likely not result in an economic outflow. When a
contingent liability is substantiated by confirming events, can be reliably measured and will likely result in an economic
outflow, a liability is recognized in the consolidated financial statements as the best estimate required to settle the
obligation.
Contingent assets are only disclosed when the inflow of economic benefits is probable. When the economic benefit
becomes virtually certain, the asset is no longer contingent and is recognized in the consolidated financial statements.
LEASES
Leases or other arrangements entered into for the use of an asset are classified as either finance or operating leases.
Finance leases transfer to the Company substantially all of the risks and rewards incidental to ownership of the leased
asset. Finance leases are capitalized at the commencement of the lease term and measured at the lower of the fair value of
the leased property and the present value of the minimum lease payments. Capitalized leased assets are amortized over
the estimated useful life of the assets. Each lease payment is allocated between the liability and finance charges. All other
leases are classified as operating leases and the payments are recorded as an expense on a straight-line basis over the
period of the lease.
REVENUE
(i)

Services and rental:

The Company’s services and rental equipment are generally sold based upon service orders or contracts with customers
that include fixed or determinable prices based upon daily, hourly or job rates. Revenue is recognized when the service
has been provided in accordance with the agreed arrangement, the rate is fixed and determinable, and the collection of the
amounts billed to the customer is considered probable. Contract terms do not include a provision for significant postservice delivery obligations.
(ii) Sale of goods:
Revenue is recognized when it is probable that the economic benefits will flow to the Company and delivery has
occurred, the sales price is fixed or determinable, and collectability is reasonably assured. These criteria are generally
met at the time the product is shipped and delivered to the customer and, depending on the delivery conditions, title and
risk have passed to the customer and acceptance of the product, when contractually required, has been obtained.
OPERATING EXPENSES
Included in operating expenses are labour costs of direct field personnel, repair and maintenance costs, trucking costs and
costs of sales. Cost of sales includes costs related to shipping, direct salaries and wages, repairs & maintenance, and the
cost of finished goods inventory.
INTEREST EXPENSE
Interest expense comprises interest costs on the Company’s borrowings and is recognized in profit and loss when
incurred. General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their intended use or
sale. The Company does not capitalize borrowing costs as the Company does not have any qualifying assets.
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EARNINGS PER SHARE
Basic earnings per share (“EPS”) is calculated by dividing the net income (loss) for the period attributable to equity
owners of the Company by the weighted average number of common shares outstanding during the period.
Diluted EPS is calculated by adjusting the weighted average number of common shares outstanding for dilutive
instruments. The number of shares included with respect to options, is computed using the treasury stock method. The
Company’s potentially dilutive common shares comprise stock options granted to directors, officers, and employees.

4.

CHANGE IN ESTIMATE

As of October 1, 2013, the Company changed the useful lives and residual values of certain assets included in rental
equipment. The changes in accounting estimate arose from more information and experience operating and maintaining
these assets obtained due to the passage of time. The table below illustrates these changes.

Rental equipment - useful lives
Rental equipment - residual values

Prior to change in
estimate
3 - 15 years
nil

After change in
estimate
2 - 15 years
nil - 50%

The changes in accounting estimate were recorded prospectively and the Company estimates the annual impact of these
changes is a decrease of approximately $8.0 million in annual depreciation expense for future periods based on the
existing asset base. The impact of this change for the three-month period ended December 31, 2013, is a decrease of
approximately $2.0 million in depreciation expense.
No other major category of property, plant and equipment was impacted.

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The timely preparation of the consolidated financial statements requires that Management make estimates and use
judgment regarding the reported amounts of assets and liabilities as at the date of the consolidated financial statements
and the reported amounts of revenues and expenses during the period. Such estimates primarily relate to unsettled
transactions and events as at the date of the consolidated financial statements. Accordingly, actual results may differ from
estimated amounts as future confirming events occur. Significant estimates and judgments made by Management in the
preparation of these consolidated financial statements are outlined below.
The Company’s assets are segregated into CGU’s based on their ability to generate largely independent cash flows and
are used for impairment testing. The determination of the Company’s CGU’s is subject to Management’s judgment.
The Company tests annually whether goodwill has suffered any impairment. Non-financial assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying value of an asset or CGU may not be
recoverable. The recoverable amounts of assets or CGU’s are determined using the greater of fair value less costs of
disposal and value-in-use. Fair value less costs to sell and value-in-use calculations require the use of estimates,
assumptions and judgments. Value-in-use calculations require management to use assumptions regarding discount rates
and estimated future cash flows. Fair value less costs to sell requires management to make judgments of fair value using
market conditions as well as estimations of costs to sell.
Amounts recorded for depreciation and amortization are based on the estimated useful lives and residual values of the
underlying assets. Useful lives are based on Management’s best estimate using knowledge of past transactions and
experience, and as such are subject to measurement uncertainty. The estimates are reviewed at least annually and are
updated if expectations change as a result of physical wear and tear and legal or other limits to use. It is possible that
changes in these factors may cause changes in the estimated useful lives of the Company’s property, plant and equipment
in the future. During the year, the Company applied a change in useful life and residual value estimates to certain assets
included in rental equipment on a prospective basis (see note 4).
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Compensation costs accrued for long-term share-based compensation plans are subject to their fair value estimation by
using pricing models such as the Black-Scholes model which is based on significant assumptions such as volatility,
dividend yield and expected term.
Inventory is to be carried at the lower of cost and net realizable value. Management’s best estimate of net realizable value
is the selling price prevailing in the market.
Tax interpretations, regulations and legislation in the various jurisdictions in which the Company and its subsidiaries
operate are subject to change. As such, income taxes are subject to measurement uncertainty. Deferred income tax assets
are assessed by Management at the end of the reporting period to determine the likelihood that they will be realized from
future taxable earnings.
Restructuring provisions related to penalties for lease termination, equipment relocation costs and employee termination
payments. Actual cash outlays may differ from those provided for. At December 31, 2012, restructuring provisions
amounted to $3.8 million. The restructuring was completed during the year ended December 31, 2013. For further
detailed information see note 15.

6. INVENTORIES

Raw materials
Work in progress
Finished goods

As at December 31,
2013
$
3,103
256
2,429
5,788

As at December 31,
2012
$
4,924
118
6,980
12,022

The cost of inventories recognized as expense and included in ‘Operating expenses’ for the year-ended December 31,
2013, amounted to $52.7 million (2012 - $45.3 million). During the year-ended December 31, 2013, the Company had
no write-downs of inventories to net realizable value (2012 - nil).

7. NOTES RECEIVABLE
As at December 31,
2013
Three-year notes receivable
Current portion
Long-term portion

$

350

As at December 31,
2012
$

1,394

350

665

—

729

On January 12, 2012, the Company sold its investment in Strad Production Services Ltd. and Sunwell Industries Ltd. (see
note 22). As part of the consideration, the Company received a $1.0 million three-year note receivable. The note was
repaid in full during the year-ended December 31, 2013.
On December 12, 2011, the Company sold its investment in Strad Controls Ltd. As part of the consideration, the
Company received a ninety-day, non-interest bearing note receivable for $1.0 million, which was repaid in full March 11,
2012, and a second $1.0 million three-year note receivable due December 12, 2014.
The repayment terms of the three-year note issued December 12, 2011, calls for monthly blended payments of principal
and interest of $30 thousand commencing January 12, 2012, and ending December 12, 2014. The three-year note bears
interest at 5.0% annually.
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8. ASSETS HELD FOR SALE

As at December 31, 2012
Additions
Divestitures
Impairment
Foreign currency translation
Other
As at December 31, 2013

Equipment –
Equipment –
Land and building Canadian Operations
U.S. Operations
$
2,481 $
648 $
1,599 $
125
—
(655)
176
—
2,127

435
(540)

605
(1,511)

—
—
(108)

—
20
(108)

435

605

Total
4,728
1,165
(2,051)
(655)
196
(216)
3,167

Assets held for sale are accounted for at the lower of carrying value and fair value less costs to sell.
Rental equipment
As at December 31, 2013, the Company classified rental equipment with a collective carrying value of $1.0 million as
assets held for sale. An impairment loss of $1.5 million (see note 20) was recognized on these assets prior to their
transfer in to assets held for sale from property, plant and equipment. This fair value measurement was determined based
on Level 2 inputs. The rental equipment is included in the Canadian Operations and U.S. Operations segments (see note
25).
Land and building
The Company intends to sell land and building that were purchased in April 2012 for $1.4 million. Improvements of $1.2
million were made to the property since initial acquisition.
During the year-ended December 31, 2013, it was determined that the carrying amount of the land and building was not
recoverable based on current market activity and an impairment loss of $655 thousand (2012 - nil) was recognized on the
land and building held for sale. This fair value measurement was determined using commercial rental property valuation
techniques and Level 3 market-corroborated inputs. Land and building held for sale are included in the U.S. Operations
segment (see note 25).
Communications equipment
As at December 31, 2012, the Company’s communications equipment assets included in the Canadian Operations and
U.S. Operations segments were classified as held for sale following the Company’s December 4, 2012, Board approval
of a sale and disposition of these assets.
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9. PROPERTY, PLANT AND EQUIPMENT
COST
Rental
equipment
142,153
55,607
(574)
(2,064)
(1,828)

Automotive
equipment
$
11,284
5,899
(2,596)
(20)
(76)

318
(4,984)
188,628
11,130
(6,083)
(8,937)
(109)
6,880
(2,994)
13
188,528

2,365
(458)
16,398
1,340
(1,971)
—
(363)
226
—
200
15,830

Accumulated depreciation and impairment
Rental
equipment
As at January 1, 2012
$
29,121
Depreciation
22,033
Divestitures
(176)
Transfers
(2,044)
Reclassification
(223)
Foreign currency translation
(2,077)
Impairment loss
2,062
Assets held for sale
(3,022)
As at December 31, 2012
45,674
Depreciation
23,335
Divestitures
(3,654)
Transfers
(8,930)
Reclassification
(34)

Automotive
equipment
$
3,363
3,050
(1,033)
(19)
(15)
2,100
288
(210)
7,524
2,779
(1,211)
—
(25)

As at January 1, 2012
Capital expenditures
Divestitures
Transfers
Reclassification
Foreign currency translation
Assets held for sale
As at December 31, 2012
Capital expenditures
Divestitures
Transfers
Reclassification
Foreign currency translation
Assets held for sale
Other
As at December 31, 2013

Foreign currency translation
Impairment loss
Assets held for sale
Other
As at December 31, 2013

$

2,009
1,462
(1,954)
6
57,914

Tools & Office furniture &
equipment
fixtures
$
5,796 $
1,586
2,831
1,059
(37)
(6)
40
—
(9)
(15)
(2,654)
(57)
5,910
378
(503)
—
331
30
—
57
6,203

(29)
—
2,595
295
(10)
—
39
59
—
—
2,978

Tools & Office furniture &
equipment
fixtures
$
$
2,081
586
822
483
(8)
(3)
20
—
(5)
(4)
(29)
6
—
—
(25)
—
2,891
1,033
907
493
(375)
(7)
—
—
(14)
39
(260)

$

$

Other (1)
1,834
200
—
—
(10)

$

Total
162,653
65,596
(3,213)
(2,044)
(1,938)

—
(4)
2,020
42
(22)
—
102
51
—
4
2,197

—
(5,503)
215,551
13,185
(8,589)
(8,937)
—
7,246
(2,994)
274
215,736

Other (1)
1,063 $
327
—
—
(2)
—
—
(1)
1,387
291
(6)
—
34

Total
36,214
26,715
(1,220)
(2,043)
(249)
—
2,350
(3,258)
58,509
27,805
(5,253)
(8,930)
—

131
—
—
27
9,225

7
—
24
3,180

27
—
—
—
1,585

17
—
—
1
1,724

1,924
1,469
(1,954)
58
73,628

7,921
8,874
6,605

3,715
3,019
3,023

1,000
1,562
1,393

771
633
473

126,439
157,042
142,108

Notes:
(1)

Other includes land, buildings and computer hardware.

Net book value
As at January 1, 2012
As at December 31, 2012
As at December 31, 2013

113,032
142,954
130,614

Included in Rental equipment and Automotive equipment are assets under financial lease with a net carrying amount of
$97 thousand (2012 - $3.8 million) and $2.9 million (2012 - $5.2 million) respectively.
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10. INTANGIBLE ASSETS
COST

As at January 1, 2012
Capital expenditures
Transfers
Foreign currency translation
As at December 31, 2012
Capital expenditures
Transfers
Foreign currency translation
As at December 31, 2013

$

Customer
Patent and Non-competition
relationships technology asset
covenants
7,200 $
1,900 $
800 $
—
752
100
—
—
—
—
—
—
7,200
2,652
900
—
368
—
(5)
—
—
—
10
—
7,200
3,025
900

Computer
software
1,047
705
(7)
(12)
1,733
178
—
36
1,947

$

Total
10,947
1,557
(7)
(12)
12,485
546
(5)
46
13,072

Accumulated amortization and impairment

As at January 1, 2012
Amortization
Transfers
Foreign currency translation
As at December 31, 2012
Amortization
Transfers
Foreign currency translation
Impairment loss
As at December 31, 2013
Net Book Value
As at January 1, 2012
As at December 31, 2012
As at December 31, 2013

$

Customer
Patent and Non-competition
relationships technology asset
covenants
$
$
6,003
1,013
783 $
896
229
54
—
—
—
—
—
—
6,899
1,242
837
301
350
61
—
—
—
—
5
—
—
432
—
7,200
2,029
898

1,197
301
—

887
1,410
996

Computer
software
396
391
(7)
6
786
457
—
17
—
1,260

17
63
2

651
947
687

$

Total
8,195
1,570
(7)
6
9,764
1,169
—
22
432
11,387

2,752
2,721
1,685

11. GOODWILL
Management reviews the performance of the business based on its operating segments. Goodwill is monitored at the
operating segment level. The Company’s operating segments are Canadian Operations, U.S. Operations, Product Sales
and Corporate, as outlined in note 25. As at December 31, 2013, the aggregate carrying amount of goodwill is $17.3
million, and has been allocated to the Canadian Operations and U.S. Operations segments. There were no additions to
goodwill during 2013 or 2012.

Canadian Operations
U.S. Operations

As at December 31,
2013
$
7,675
9,602

As at December 31,
2012
$
7,675
9,602

17,277

17,277

The recoverable amount of each segment has been determined based on fair value less costs of disposal calculations. As
at December 31, 2013, it was concluded that the recoverable amount determined using a discounted after-tax cash flow
calculation exceeded the carrying amount in both segments, and therefore no impairment was recorded.
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The recoverable amount of the Canadian Operations and U.S. Operations segments were determined by discounting the
future cash flows generated from the continuing use of the operating segments. Impairment testing in 2013 was
determined similarly as in 2012. Future cash flows were projected over the remaining useful life of the primary assets
within each segment, which is greater than 5 years, using the assumptions shown below.
The key assumptions used for impairment calculations in 2013 are as follows:

Gross margin
Growth rate
Discount rate

As at December 31,
2013

As at December 31,
2012

14% - 52%

16% - 51%

3% - 12%

5% - 25%

15%

15%

Projected gross margins and growth rates are based on historical costs and current and projected market conditions in
both Canada and the U.S.

12. BANK INDEBTEDNESS
The Company’s syndicated banking facility consists of an operating facility with a maximum principal amount of $15.0
million CAD and $10.0 million USD and an $85.0 million revolving facility, both of which are subject to certain
limitations on accounts receivable, inventory and net book value of fixed assets and are secured by a general security
agreement over the Company’s assets. The syndicated banking facility bears interest at a variable rate which is dependent
on the Company’s funded debt to Earnings before Interest, Taxes, Depreciation and Amortization (“EBITDA”) ratio.
Based on the Company’s current funded debt to EBITDA ratio, the interest rate on the syndicated credit facility is bank
prime plus 1.25% on prime rate advances and at the prevailing rate plus a stamping fee of 2.25% on bankers’
acceptances. On July 18, 2013, the Company amended its syndicated credit facility, extending the maturity date to July
25, 2016. For the year-ended December 31, 2013, the overall effective rate on the operating facility was 4.01% (2012 4.21%). At December 31, 2013, $1.9 million (2012 - $2.5 million) was drawn on the operating facility. All bank
covenants are in compliance as at December 31, 2013.

13. OBLIGATIONS UNDER FINANCE LEASE

Equipment under finance lease
Current portion
Long-term portion

As at December 31,
2013
$
2,657
1,887
770

As at December 31,
2012
$

5,020
2,735
2,285

Minimum lease payments for equipment under finance lease for the next five years are as follows:
December 31,
2013
2013

$

—

December 31,
2012
$

2,962

2014

1,993

1,898

2015

441

330

2016

363

182

2017

22

—

2,819

5,372

(162)

(352)

2,657

5,020

Total minimum lease payments
Less: Amounts representing future interest at annual rates between 4% and 7%
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14. NOTE PAYABLE

1.5 year note payable
Current portion
Long-term portion

$

As at December 31,
2013
—
—
—

As at December 31,
2012
$
1,492
1,492
—

On February 28, 2013, a principal repayment of $0.5 million was made and the remaining $1.0 million principal balance
owing was repaid in full November 30, 2013, along with the accumulated interest owing. The note bore interest at 3.0%
annually.

15. RESTRUCTURING PROVISION
During the year-ended December 31, 2012, management implemented a restructuring of Strad's U.S. Operations in
response to year-over-year declines in U.S. margins. Strad’s restructuring plan consisted of three strategic decisions;
exiting non-core resource plays where Strad does not have a significant market share, re-aligning the U.S. cost structure
with current market conditions and ceasing to offer communications equipment as a product line.
The restructuring plan was completed by the Company during the year-ended December 31, 2013. Actual costs incurred
differed than those provided for at December 31, 2012, and a restructuring provision reversal of $0.5 million was
recognized.
As at December 31,
2013
Opening balance
Additions
Restructuring costs incurred
Restructuring provision reversal
Closing balance

$

3,813
—
(3,299)
(514)

As at December 31,
2012
$
—

—

3,813
—
—
3,813

Year-Ended
December 31, 2013

Year-Ended
December 31, 2012

—
—
(514)
(514)

316
3,813
—
4,129

Restructuring (reversal) expense

Restructuring expenses incurred
Restructuring expenses provided for
Restructuring provision (reversal)
Restructuring (reversal) expense

16. LONG-TERM DEBT
As at December 31,
2013
Revolving facility
Current portion
Long-term portion

$

38,500
—
38,500

As at December 31,
2012
$

55,500
—
55,500

As at December 31, 2013, the Company had access to $79.0 million of the maximum available $85.0 million revolving
facility, (see note 12) of which $38.5 million (2012- $55.5 million) was drawn. Monthly payments are interest only with
the principal due July 25, 2016. The overall effective rate on the revolving facility at December 31, 2013, was 3.51%
(2012- 3.77%).
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17. SHARE CAPITAL
A)

AUTHORIZED

An unlimited number of Classes A, B, C, D, E and F shares without nominal or par value.
As at December 31, 2013, there are no Class B, C, D, E or F shares outstanding.
B)

ISSUED AND OUTSTANDING
Year-Ended
December 31, 2013
Number of shares

Balance, beginning of period
Shareholder loan – repayment

37,251,301
—

Shareholder loan – issuance
Interest on shareholder loans
Reduction of stated capital
Exercise of options
Total common shares, end of period

—
—
—
—
37,251,301

C)

Year-Ended
December 31, 2012

Amount $
117,462
516

Number of shares

(130)
(24)

—
—
—
4,917
37,251,301

—
—
117,824

37,246,384
—

Amount $
157,042
271
(772)
(17)
(39,086)
24
117,462

SHARE-BASED PAYMENTS

Options to purchase common shares may be granted by the Board of Directors to directors, officers and employees of
the Company. The Company has two option plans. In November 2010, the Board of Directors approved a new stock
option plan with options with a term of five years and each stock option provides the employee with the right to
purchase one common share. Options vest one-third on each of the first, second and third anniversary dates of the
grant date.
Options granted under the previous plan have a term of six years and either vest one-third on each of the second, third
and fourth anniversary dates of the grant date or one-half on each of the first and second anniversary dates of the
grant date.
As at December 31,
2013

Balance, beginning of period
Granted
Exercised
Expired – vested
Forfeited – vested
Forfeited – unvested
Balance, end of period

Strad Energy Services Ltd.

Outstanding
options
2,145,334
660,000
(78,499)
(42,000)
(252,825)
(105,176)
2,326,834

Weighted average
exercise price
$3.99
$3.42
$2.50
$6.50
$4.21
$4.08
$3.80

As at December 31,
2012
Outstanding
options
2,209,499
1,002,500
(39,994)
(380,000)
(301,329)
(345,342)
2,145,334

Weighted average
exercise price
$4.10
$4.46
$3.83
$5.54
$4.85
$3.60
$3.99

| 49

2013 Annual Report

Notes to the Consolidated
Annual Financial Statements

Details of the exercise prices and expiry dates of options outstanding and exercisable at December 31, 2013, are as
follows:
December 31, 2013

Exercise price

Outstanding
options

Weighted average
exercise price

Remaining
contractual life
(years)

Remaining
contractual life
Vested options
(years)

Weighted average
exercise price

$2.50 - $3.99

936,833

$

3.11

3.45

216,329

2.01

$

2.50

$4.00 - $4.99

1,304,001

$

4.22

2.25

742,631

1.75

$

4.14

$5.00 - $5.99

86,000

$

5.10

3.44

28,664

3.44

$

5.10

2,326,834

$

3.80

$

3.81

987,624
December 31, 2012

Exercise price

Weighted
Outstanding average exercise
options
price

Remaining
contractual life
(years)

Vested options

Remaining
contractual life Weighted average
(years)
exercise price

$2.50 - $3.99

397,833 $

2.50

3.01

151,835

3.01 $

2.50

$4.00 - $4.99

1,599,501 $

4.22

3.23

456,633

1.91 $

4.03

$5.00 - $5.99

106,000 $

5.17

4.44

—

— $

—

$6.00 - $6.99

42,000 $

6.50

42,000

— $

6.50

2,145,334 $

3.99

650,468

$

3.83

—

The Company recognized compensation expense of $590 thousand during the
year-ended December 31, 2013, and $622 thousand, net of recoveries (expense)
included in income from discontinued operations, during the year-ended December
31, 2012. During the year-ended December 31, 2013, the Company applied $54
thousand of share-based compensation against the restructuring provision (2012 nil). The fair value of options granted during the year-ended December 31, 2013,
were calculated based on the Black-Scholes option pricing model with the
following assumptions: risk free interest rate between 1% and 2%, expected
volatility between 43% and 44%, forfeiture rate of 15% and an expected quarterly
dividend of 5.5 cents per share.

D)

CONTRIBUTED SURPLUS
Year-Ended
December 31, 2013

Balance, beginning of year
Share-based payments expense - continuing operations
Share-based payments (recovery) – discontinued operations
Exercise of options
Reduction of stated capital
Repurchase of minority interest
Non-controlling interest
Other
Balance, end of period
Strad Energy Services Ltd.

$

11,016
590
—
(48)
—
—
—
54
11,612

Year-Ended
December 31, 2012
$

3,017
819
(197)
(60)
9,234
(1,854)
61
(4)
11,016
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PER SHARE AMOUNTS

Basic weighted average shares outstanding
Dilutive effect of stock options
Dilutive effect of shareholder loans
Diluted weighted average shares outstanding

F)
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Year-Ended
December 31, 2013

Year-Ended
December 31, 2012

36,611,597
109,571
639,704
37,360,872

36,655,222
300,347
593,961
37,549,530

DIVIDEND PAYABLE

On January 11, 2013, April 12, 2013, July 12, 2013, and October 11, 2013, the Company paid a dividend of 5.5 cents
per share. On November 28, 2013, the Company’s Board of Directors declared a dividend of 5.5 cents per share,
payable on January 10, 2014, to shareholders of record at the close of business on December 31, 2013.

G)

REDUCTION OF STATED CAPITAL

On May 9, 2012, the shareholders of the Company approved a reduction in stated capital of the Company in the
amount of $39.1 million. The reduction of stated capital resulted in an increase in contributed surplus of $9.2 million
as disclosed in note 17(D), with the remaining amount recorded as an increase to retained earnings of $29.9 million,
eliminating the Company’s deficit of $28.3 million as at December 31, 2011.

18. TRANSACTIONS WITH NON-CONTROLLING INTERESTS
On March 1, 2012, the Company acquired the remaining 25% of the issued shares of one of its subsidiaries for purchase
consideration of $2.7 million. The Company now holds 100% of the equity share capital of the subsidiary. The carrying
amount of the non-controlling interest in the subsidiary on the date of acquisition was $1.1 million. The Company
recorded a decrease in equity attributable to owners of the parent of $1.6 million, representing the excess between the
consideration and the carrying amount of the non-controlling interest.
On May 31, 2012, the Company acquired the remaining 10% of the class B issued shares of one of its subsidiaries for
share purchase consideration of $1.9 million USD. Consideration was in the form of a $0.4 million USD cash payment
and a $1.5 million USD note payable (see note 14). The Company now holds 100% of the equity share capital of the
subsidiary. The carrying amount of the non-controlling interest in the subsidiary on the date of acquisition was $1.1
million. The Company recorded a decrease in equity attributable to owners of the parent of $0.8 million, representing the
excess between the consideration and the carrying amount of the non-controlling interest.
On October 1, 2012, the Company acquired the remaining 10% of the class B issued shares of one of its subsidiaries for
share purchase consideration of $1.2 million. The Company now holds 100% of the equity share capital of the subsidiary.
The carrying amount of the non-controlling interest in the subsidiary on the date of acquisition was $0.2 million. The
Company recorded a decrease in equity attributable to owners of the parent of $1.0 million, representing the excess
between the consideration and the carrying amount of the non-controlling interest.
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The effect of changes in the ownership interests in the subsidiaries on the equity attributable to owners of the Company
during the period is summarized as follows:
Year-Ended
December 31,
2012

Year -Ended
December 31,
2013
Carrying amount of non-controlling interests acquired

—

$

$

2,418

—
—

Less: consideration paid to non-controlling interests
Excess of consideration paid recognized in owner’s equity

5,864
(3,446)

As of October 1, 2012, there are no non-controlling interests remaining in the Company.

19. EMPLOYEE BENEFITS EXPENSE
Included in ‘Operating expenses’ and ‘Selling, general and administration’ are the following employee benefits expense:
Year-Ended
December 31,
2012

Year-Ended
December 31,
2013
Salaries and short-term employee benefits

$

$

36,517

43,323

The Company does not have a pension plan. For the year-ended December 31, 2013, terminations payments of $156
thousand were included in 'Selling, general and administration'. For the year-ended December 31, 2012, termination
payments of $1.3 million, related to the Company’s restructuring (see note 15), were included in ‘Restructuring expense.’

20. IMPAIRMENT LOSS
Year-Ended
December 31,
2012

Year-Ended
December 31,
2013
Intangible assets - Corporate segment

$

432

$

—

Equipment - Canadian Operations segment

846

648

Equipment - U.S. Operations segment

623

1,414

—

288

1,901

2,350

Automotive equipment under finance lease - U.S. Operations segment
Impairment loss

Intangible assets
During the year, it was determined that no future economic benefits would be generated by certain technology assets and
the Company recorded an impairment loss of $0.4 million (see note 10).
Rental equipment
During the year, it was determined that the carrying amount of certain equipment was not recoverable as identical assets
were sold during the year at a loss. Based on the observable fair value less costs of disposal, the Company recorded an
impairment loss upon initial classification of equipment held for sale of $1.5 million (see note 8). The fair value
measurement is categorized as a Level 2 input.
Communications equipment
For the year-ended December 31, 2012, the Company recorded an impairment loss upon initial classification of
communications equipment held for sale of $2.2 million (see note 8).
Strad Energy Services Ltd.
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21. INCOME TAX
Year-Ended
December 31,
2013
Current income tax expense
Deferred income tax (recovery) expense
Income tax (recovery) expense

$

1,403
(1,787)
(384)

Year-Ended
December 31,
2012
$

1,862
(1,628)
234

The income taxes reported differ from the amounts computed by applying the statutory federal and provincial income tax
rates to income before income taxes. The reasons for these differences and the related tax effects are as follows:
Year-Ended
December 31,
2012

Year-Ended
December 31,
2013
Net income from continuing operations before income taxes and non-controlling
interests
Income taxes at statutory rate (2013 - 25%, 2012 - 25%)
Permanent differences
Adjustments related to filed and amended tax returns
Foreign tax rate differential
Change in income tax rates
Other
Income tax (recovery) expense

$

4,988
1,247
(870)
(21)
(588)
(178)
26
(384)

$

7,931
1,983
(654)
(87)
(709)
(246)
(53)
234

The Company has provided for deferred income taxes on differences between values at which assets and liabilities are
recorded in the consolidated financial statements and their values for tax filing purposes.
The components of deferred income taxes are as follows:

Property, plant and equipment
Intangible assets
Allowance for doubtful accounts
Prepaids and accruals
Share-based payments
Share issue costs
Lease obligations
Loss carry-forwards
ITC credits
Restructuring provision
Other
Deferred tax liability (net)

As at December 31,
2013
$
(30,477)
(433)

As at December 31,
2012
$
(33,059)
(396)

250
(234)

383
(98)

135
262
386
22,181
—
—
297
(7,633)

118
470
743
21,306
(49)
1,501
—
(9,081)

Deferred income tax assets are recognized for tax loss carry-forwards to the extent that the realization of the related tax
benefit through future taxable profits is probable. The Company recognized deferred income tax assets of $22.2 million
(2012 - $21.3 million) in respect of losses amounting to $54.2 million (2012 - $53.9 million) that can be carried forward
against future taxable income and are due to expire between 2028 and 2033 .
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22. DISCONTINUED OPERATIONS
On January 12, 2012, the Company completed the sale of its Production Services Division with the sale of its 100%
shareholding in Strad Production Services Ltd. and Sunwell Industries Ltd. to a related party, being a former executive of
the Company. The Company received proceeds of $8.4 million consisting of $7.4 million cash and a $1.0 million note
receivable (see note 7).
Consolidated statement of income from discontinued operations
Year-Ended
December 31,
2013
Income from ordinary activities of discontinued operations
Tax recovery
Income after tax of ordinary activities of discontinued operations
(Loss) recognized on sale of investment in subsidiary
After-tax income from discontinued operations

$

(1)

(2)

—

Year-Ended
December 31,
2012
$

—

171
707
878

—

(441)

—

437

Year-Ended
December 31,
2013

Year-Ended
December 31,
2012
707

Notes:
(1) After December 31, 2011, re-measurement of assets of disposal group to fair value less costs to sell.
(2) All of the income (loss) from discontinued operations is attributable to owners of the parent.

Current income tax recovery from discontinued operations
Deferred income tax from discontinued operations
Income tax recovery from discontinued operations

$

—
—
—

$

—
707

Consolidated statement of cash flow from discontinued operations
Year-Ended
December 31,
2012

Year-Ended
December 31,
2013
The net cash flows attributable to the operating, investing and financing
activities of discontinued operations:
Operating cash flows
Investing cash flows
Financing cash flows
Total cash outflow

Strad Energy Services Ltd.

$

—
—
—
—

$

205
—
—
205
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23. COMMITMENTS AND CONTINGENCIES
The Company has operating lease commitments for equipment and buildings for the next five years as follows:

2013
2014
2015
2016
2017
2018 and thereafter

$

December 31,
2013
—
4,905
3,791
3,171
2,333
5,950
20,150

$

December 31,
2012
3,477
2,310
2,122
1,874
3,767
—
13,550

The Company is involved in a limited number of legal claims associated with the normal course of operations. The
Company believes it has made adequate provisions for such legal claims. There are no individually or collectively
significant claims.

24. CHANGES IN NON-CASH WORKING CAPITAL

Trade receivables
Inventories
Prepaids and deposits
Income taxes receivable
Notes receivable
Accounts payable and accrued liabilities
Deferred revenue
Notes payable
Income taxes payable
Restructuring provision
Operating, investing and financing activities
Accounts payable and accrued liabilities – investing activities
Prepaids, accounts payable and accrued liabilities - financing activities
Operating activities

$

December 31,
2013
(2,151)
6,234
607
1,486
1,044
1,159
625
(1,492)
—
(3,813)
3,699
(7,657)
362
10,994

December 31,
2012
$

16,048
(4,072)
1,884
(1,526)
1,642
(6,568)
(2,085)
1,492
(3,392)
3,813
7,236
(2,433)
(219)
9,888

25. SEGMENT INFORMATION
The Executive Management team is the Company’s chief operating decision-maker. Management has determined the
operating segments to be Canadian Operations, U.S. Operations, Product Sales and Corporate based on the information
reviewed by the Executive Management team for the purposes of allocating resources and assessing performance.
The Executive Management team views the business as two separate sources of revenue. The primary source of revenue
is generated from the Company’s core business of providing well-site infrastructure solutions to exploration and
production companies in the oil and natural gas industry. The Company’s core business is split geographically between
Canada and the U.S. The Company’s second source of revenue, Product Sales, is derived from manufactured Product
Sales to external customers, third party equipment sales to existing customers plus sales of equipment from the
Company’s existing fleet to customers.
The Corporate segment consists of costs incurred to operate a public company, including a portion of the Executive
Management team, corporate accounting, rent and utilities and external professional services.
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A portion of corporate costs directly related to the Company’s core business are allocated to Canadian Operations, U.S.
Operations and Product Sales.
Interest expense is allocated to the operating segments based on the portion of lending required to fund capital
expenditures during the year.
U.S.
Operations

Canadian
Operations

Year-Ended December 31, 2013
Revenue
Depreciation and amortization
Interest expense
Finance fees

$

—
555
994
319

229
(1,751)

8,910

(5,758)

490

729

148

4,988
(384)

5,895
7,675
100,108

6,643
9,602
104,927

137
—
672

21
—
2,213

12,696
17,277
207,920

Canadian
Operations

U.S.
Operations

Capital expenditures (1)
Goodwill
Total Assets

$

Corporate

189,574
28,974
2,954
319

Total

73,053 $
14,901
495
—

71,481
12,295
674
—

Product Sales
$
58,630
624
157
—

12,616
1,470

(2,103)
(2,456)

3,582
549

(6,164)
671

7,931
234

29,493
7,675
108,841

32,547
9,602
112,880

1,148
—
6,377

82
—
4,607

63,270
17,277
232,705

$

Earnings (loss) before income tax and
non-controlling interests
Income tax expense
Capital expenditures (1)
Goodwill
Total Assets

$

Total

1,607

Income tax (recovery) expense

Revenue
Depreciation and amortization
Interest expense
Finance fees

Corporate

54,225
12,434
777
—

(Loss) earnings before income tax

Year-Ended December 31, 2012

Product Sales
$
64,897
798
384
—

70,452 $
15,187
799
—

$

—
465
1,349
245

$

203,164
28,285
2,675
245

Notes:
(1) Capital expenditures do not include purchases of intangible assets or assets acquired under finance lease and are net of rental asset disposals.

Revenue from continuing operations by geography

Year-Ended
December 31,

Year-Ended
December 31,

2013

2012

131,398
58,176
189,574

127,591
75,573
203,164

Canada
U.S.
Total
As at December 31,
2013

Canada
U.S.
Total

As at December 31,
2012

Capital assets &
goodwill

Other assets

Total assets

Capital assets &
goodwill

Other assets

Total assets

75,325
85,745
161,070

27,666
19,184
46,850

102,991
104,929
207,920

81,823
95,217
177,040

38,001
17,664
55,665

119,824
112,881
232,705
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During the year-ended December 31, 2013, the Product Sales segment had intercompany sales of $2.0 million (2012 $8.7 million) to the Canadian Operations segment and $2.5 million (2012 - $9.3 million) to the U.S. Operations
segment, not included in the revenue figures above. Intercompany sales consist of in-house manufactured capital assets
and inventory which are sold to the Canadian Operations and U.S. Operations segments. These transactions are
eliminated upon consolidation.

26. CAPITAL STRUCTURE
The Company’s objectives when managing capital are to provide flexibility so as to maximize opportunities and to
finance the growth of the Company, and to mitigate downside risk in changing economic environments. The Company’s
capital structure consists of shareholders’ equity, bank indebtedness, long-term debt, note payable and finance leases.
As at December 31,
2012

As at December 31,
2013
Bank indebtedness
Long-term debt
Note payable
Finance leases
Total debt
Total equity
Total capitalization

$

1,879
38,500
—
2,657
43,036
128,849
171,885

$

2,488
55,500
1,492
5,020
64,500
128,659
193,159

The Company manages capital and makes adjustments taking into consideration changing market conditions and other
opportunities, while remaining cognizant of the cyclical nature of the energy services sector. In order to maintain or
adjust capital structure, the Company may modify its capital spending, issue shares, and add or repay debt. The
Company may also revise the terms of its debt facilities as a result of expansion and growth activities.
The Company also manages capital to ensure compliance with the margin requirements and financial covenants on its
credit facilities. The Company monitors compliance with these requirements on an ongoing basis and forecasts regularly
to assess how certain activities may impact compliance in future periods. As at December 31, 2013, the Company is in
compliance with respect to these covenants.

27. FINANCIAL INSTRUMENTS
The Company’s financial instruments consist of trade receivables, deposits, notes receivable, bank indebtedness,
accounts payable and accrued liabilities, long-term debt, note payable, obligations under finance lease and dividends
payable.
CREDIT RISK
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Company’s trade receivables.
The vast majority of the Company’s trade receivables are customers involved in the oil and natural gas industry, and the
ultimate collection of trade receivables is dependent on both industry related factors and customer specific factors.
Industry related factors that may affect collection include commodity prices and access to capital. Customer specific
factors that may affect collection include commodity prices, the success of drilling programs, well reservoir decline rates
and access to capital.

Strad Energy Services Ltd.

| 57

2013 Annual Report

Notes to the Consolidated
Annual Financial Statements
As at December 31,
2013

Under 30 days
31-60 days
61-90 days
Over 90 days
Trade receivables

$

25,857
5,531
3,168
1,013
35,569

As at December 31,
2012
$

20,251
7,419
3,425
2,323
33,418

As at December 31, 2013, the Company had an allowance for doubtful accounts of $0.7 million (2012 - $1.0 million)
with respect to potentially uncollectible accounts. The Company has significant exposure to one customer that accounted
for more than 10% (2012 - not one customer over 10%) of revenue from continuing operations for the period ended
December 31, 2013. No other customer accounted for more than 10% of revenue from continuing operations.
No credit limits were exceeded during the reporting period, and management does not expect any losses from nonperformance by these counterparties. The maximum exposure to credit risk at the reporting date is the carrying value of
the trade and note receivables. None of these financial assets, other than the $0.7 million of trade receivables above for
which a reserve balance has been taken, are impaired.
LIQUIDITY RISK
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they are due. The
Company’s principal sources of liquidity are operating cash flows, existing or new credit facilities and new share equity.
The Company monitors its liquidity position on an ongoing basis and manages liquidity risk by regularly evaluating
capital and operating budgets, forecasting cash flows and maintaining sufficient credit facilities to meet financing
requirements.
The timing of cash flows relating to financial liabilities is outlined in the table below:
2014
Less than 1 year
Accounts payable and accrued
liabilities
Bank indebtedness (1)
Long-term debt (1)
Obligations under finance lease (1)
Dividend payable
Total

$

25,403
1,954
1,351
1,993
2,050
32,751

2015
1 – 2 years

$

— $
—
1,351
441
—
1,792

2016
2 - 3 years

— $
—
39,262
363
—
39,625

2017
3 – 4 years

2018
4 – 5 years

— $

—

—
—
22
—
22

—
—
—
—
—

Notes:
(1) Includes principal and interest

MARKET RISK
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will affect the
Company’s net earnings or the value of its financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable limits, while maximizing returns.
i) Foreign exchange risk
Foreign currency exchange rate risk is the risk that the fair value of future cash flows will fluctuate as a result of
changes in foreign exchange rates. The Company is exposed to foreign exchange risk associated with its U.S.
Operations where revenues, costs, and purchases of capital assets are denominated in USD. The Company is also
exposed to foreign exchange risk as certain balances within working capital may fluctuate due to changing
Canada/U.S. exchange rates. The Company does not utilize derivative financial instruments with respect to
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foreign exchange. For the year-ended December 31, 2013, if the exchange rate had weakened by 1% against the
Canadian dollar with all other variables constant, after tax net earnings would have decreased by $27 thousand
(2012 - $24 thousand). An equal and opposite impact would have occurred to after tax net earnings if the
exchange rate had strengthened by 1% against the Canadian dollar.
ii) Interest rate risk
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates. The
Company is exposed to interest rate fluctuations on its borrowings which are at floating rates. For the year- ended
December 31, 2013, if interest rates had been 1% lower with all other variables constant, after tax net earnings for
the year would have been approximately $400 thousand higher (2012 - $401 thousand), due to lower interest
expense. An equal and opposite impact would have occurred to net earnings had interest rates been 1% higher.
The Company had no interest rate swap or financial contracts in place as at or during the year-ended
December 31, 2013.

28. FAIR VALUE MEASUREMENT
Fair values of financial assets and liabilities
The Company’s financial instruments consist of trade receivables, deposits, notes receivable, bank indebtedness,
accounts payable and accrued liabilities, note payable, long-term debt, obligations under finance lease and dividend
payable. The fair value of trade receivables, notes receivable, bank indebtedness, accounts payable and accrued
liabilities, note payable, obligations under finance lease and dividend payable approximate their carrying amounts due to
their short terms to maturity. The Company’s long-term debt carries interest based on specified benchmark interest rates
plus a spread. The fair values of the Company’s debt obligations approximate their carrying amounts due to the fact that
interest is adjusted periodically based on changes in the relevant benchmark interest rates and there have been no
significant changes in the Company’s own credit risk.
As at December 31,
2013
Fair value
Carrying
amount
amount
Loans and receivables:
Trade receivables
Deposits
Notes receivable
Financial liabilities:
Bank indebtedness
Accounts payable and accrued liabilities
Note payable
Long-term debt
Obligations under finance lease
Dividend payable

As at December 31,
2012
Fair value
Carrying
amount
amount

35,569
557
350

35,569
557
350

33,418
467
1,394

33,418
467
1,394

1,879
25,403
—
38,500
2,657
2,050

1,879
25,403
—
38,500
2,657
2,050

2,488
24,244
1,492
55,500
5,020
2,050

2,488
24,244
1,492
55,500
5,020
2,050

Fair value measurements recognized in the balance sheet are categorized using a fair value hierarchy that reflects the
significance of inputs used in determining fair values. The three fair value hierarchy levels are as follows:
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices); and
Level 3: Inputs for the asset or liability that is not based on observable market data (unobservable inputs).
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29. RELATED PARTY TRANSACTIONS
i)

Compensation of key management

Key management includes the Company's directors and members of the Executive Management team. The compensation
paid or payable to key management for services is shown below:
Year-Ended
December 31,
2012

Year-Ended
December 31,
2013
Salaries and short-term employee benefits
Share-based payments
Termination payments

ii)

$

2,454
269
114
2,837

$

2,036
703
600
3,339

Loans to key management

The share purchase loans outstanding with key management are shown below:
As at December 31,
2013
Opening balance
Share purchase loans issued
Repayment of share purchase loan
Interest charged
Interest paid

$

1,845
99
(459)
25
(43)
1,467

As at December 31,
2012
$
1,157
772
(101)
17
—
1,845

Certain key management personnel and directors have loans outstanding totaling
$1.5 million (2012 - $1.8 million) from the Company. Proceeds of the loans were
used to purchase common shares in the Company. The loan balances are noninterest bearing for the first three years the loan balances are outstanding. After
three years, the notes bear interest at the prime lending rate per annum established
by the Company's bank, plus 1% interest. The loans are required to be repaid in full
on the maturity date, being 10 years from the date of issuance.
For the year-ended December 31, 2013, there were $99 thousand in loan advances
made to key management (year-ended December 31, 2012 - $772 thousand) and
loan principal repayments of $459 thousand were received (year-ended December
31, 2012 - $101 thousand).
For the year-ended December 31, 2013, interest of $25 thousand was charged by
the Company on loans to key management (year-ended December 31, 2012 - $17
thousand) and interest repayments of $43 thousand were received (year-ended
December 31, 2012 – nil).
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