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Message to Shareholders

MESSAGE TO SHAREHOLDERS
Dear Fellow Shareholders:

2014 IN REVIEW
The past year was one of significant achievement for the Company and it is a pleasure for
every employee at Strad to celebrate the success of 2014 with our shareholders. We
achieved record financial results and continued our momentum of strategic growth. Our
people, strong corporate values and culture, along with our quality assets, have earned us
an outstanding reputation in our markets. Strad is built on a solid foundation and I am
proud to say, that with each year, we continue to build lasting growth for the Company.
For the year, total revenue was $219.8 million and we achieved record EBITDA of $58.7
million and record net earnings of $23.0 million. We also delivered strong free cash flow
and an excellent return on invested capital to shareholders. These are all notable
achievements in our 11 year history.

OUTLOOK FOR 2015
While there is a great sense of uncertainty with regard to oil and natural gas commodity prices and industry activity
levels through 2015, we feel Strad is well positioned to weather the storm. We believe that adaptability and flexibility
are Strad’s best defence against market volatility.
As expected, the decreased commodity prices have resulted in declining rig counts across all of our core regions, yet
we have been quick to respond. To date, we have been proactive to the changing market by managing our cost
structure and taking steps to reduce costs. These steps included: reducing our overall workforce by more than 15%
compared to the fall of 2014, implementing companywide wage rollbacks, and reducing direct labour hours and
discretionary spending. As we proceed further into the year, we will continue to closely monitor activity levels and
will further manage our cost structure as required.
As 2015 will pose a challenging operating environment, our goals for the year will be centered on capital preservation.
We believe our strong balance sheet has us well placed to meet the changing needs of our customers in these tough
times. Our Canadian and American operations measure roughly equal in size and have been built to withstand
fluctuations in industry activity. We are well positioned with diversified geographies, balanced exposure to both crude
oil and natural gas activity, a range of product lines, as well as a blue chip and well capitalized customer base; all of
which serve to insulate the business, to some degree, from the decline in drilling activity levels expected during the
year.
Also worth highlighting is our expansion of service offerings into the energy infrastructure market, which stretches
Strad’s product and service reach into pipeline construction, power transmission construction, and energy facilities
construction. This emerging market further diversifies our business into areas that are expected to be less commodity
price sensitive in the near term.
There is no question that we will have a challenging year ahead, however, even at significantly reduced revenue and
EBITDA levels, the business has the capability of producing positive free cash flow. Our prudent management of the
Company has put us in a conservative debt leverage position. Our financial stability, flexible operating cost structure,
and experienced management team have put Strad in a better position than it has ever been to weather this type of
downturn and position us well for a rebound in industry activity.

Strad Energy Services Ltd.
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In closing, I would like to extend a genuine thank you to all of our customers and shareholders for their support
throughout 2014. In addition, I would like to commend all of our employees for their efforts and dedication to the
success of Strad. Every single member of the Strad Team brings unique value to the Company and it is their continued
efforts over the last 11 years that have translated into our success and growth.

Sincerely,

Andy Pernal
President & Chief Executive Officer

Strad Energy Services Ltd.
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OPERATIONS REVIEW
We exist to provide superior solutions to our customers.

Strad Energy Services is a North American-focused company that provides equipment
rental solutions to various sectors of the petroleum industry. The customer segments
Strad supports focus on drilling, completions, and energy infrastructure. Strad offers a
wide range of well-site equipment services during the drilling and completions phase,
and has experience working on energy infrastructure projects related to power,
pipelines, and facilities construction support.
Our everyday goal is to deliver high quality products and trusted service that is backed
with an industry-leading safety program. Strad is the team providing a one-stop source
for: Surface Equipment, Environmental and Access Matting, Solids Control and Waste
Management, EcoPond® (frac-water storage), and Drill Pipe.
Since 2003, Strad has won customers with the understanding that operations are constantly facing environmental and
terrain challenges; the Company’s in-house Manufacturing Team meets this industry challenge with the ability to
custom design matting products to solve specific job site needs.

STRAD SOLUTIONS:
We retain customers by continually exceeding their expectations.
SURFACE EQUIPMENT
Strad is designed to support a drilling and completions project from start
to finish with an extensive line-up of surface equipment products 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,
first-rate service and custom solutions for all well-site needs. Strad’s
Surface Equipment product line also supports energy infrastructure work
in the area of lighting, power supply, fuel tanks, and water storage.
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 mat manufacturing, even the most specific customer
requests can be met with custom designed solutions. This fabrication
capability has allowed Strad to bring safety enhanced designs to the
market, such as rig mats with square tube ends, as well as introduce new
technology materials like 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.

Strad Energy Services Ltd.
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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.
ECOPOND®
EcoPond® is Strad’s 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.
MATTING MANUFACTURING
Strad’s in-house Manufacturing business is a global leader in the production of premium matting. With a professional
design and development team, we can assist from the concept stage to addressing 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 go beyond for our customers and families.

WHAT IS “SAFETY FIRST”?
Safety First is Strad’s in-house behavioral-based safety program. It represents many things but
most importantly reinforces being proactive and keeping safety mindful 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 challenges 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.
Strad’s Aboriginal Relations program was initiated in 2011 and
designed around the central belief that the 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
agreements with communities in western Canada and is working with
Native American Tribes toward similar partnership agreements.

Strad Energy Services Ltd.
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MANAGEMENT’S DISCUSSION & ANALYSIS
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The following Management’s Discussion and Analysis (“MD&A”) was prepared as of February 25, 2015, and is
intended to assist the reader to understand 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, 2014, 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,
2014 and the accompanying notes thereto. Strad's financial statements were prepared in accordance with
International Financial Reporting Standards ("IFRS"), as issued by the International Accounting Standards Board.
Strad’s common shares trade on the Toronto Stock Exchange under the symbol “SDY”. All amounts are stated in
Canadian Dollars unless otherwise noted.
Additional information relating to Strad for the year ended December 31, 2014, may be found on the System for
Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com.

SELECTED FINANCIAL AND OPERATIONAL HIGHLIGHTS:


Record fourth quarter and annual adjusted EBITDA(1) of $17.6 million and $58.7 million, an increase of
65% and 45% respectively, compared to $10.7 million and $40.5 million for the same periods in 2013;



Fourth quarter and record annual earnings per share of $0.17 and $0.63 compared to $0.05 and $0.15 for the
same periods in 2013;



Revenue of $56.1 million and $219.8 million for the three months and year-ended December 31, 2014,
increased 17% and 16% compared to $47.9 million and $189.6 million for the same periods in 2013;



Capital additions totaled $11.9 million during the fourth quarter and $42.7 million for the year. Reported
capital expenditures, net of $2.0 million and $5.3 million of rental asset disposals, were $9.9 million during
the fourth quarter and $37.4 million for the year 2014; and



Total funded debt(2) to trailing twelve months adjusted EBITDA ratio was 0.7 to 1 as at December 31, 2014.

Notes:
(1) Earnings before interest, taxes, depreciation and amortization, (“adjusted 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. Adjusted EBITDA is based on
trailing twelve months. See “Non-IFRS Measures Reconciliation”.

Strad Energy Services Ltd.
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YEAR END FINANCIAL HIGHLIGHTS
Three months ended December 31,
($000's, except per share amounts)

Year-ended December 31,

2014

2013

% Chg.

2014

2013

% Chg.

Revenue
Adjusted EBITDA (1)
Adjusted EBITDA as a % of revenue
Per share ($), basic
Per share ($), diluted
Net income
Per share ($), basic
Per share ($), diluted
Funds from operations (2)
Per share ($), basic
Per share ($), diluted

56,089

47,850

219,784

189,574

17,571
31%
0.48
0.47
6,125
0.17
0.16
16,785
0.45
0.45

10,678
22%
0.29
0.29
1,923
0.05
0.05
10,369
0.28
0.28

17
65

58,694
27%
1.60
1.56
22,997
0.63
0.61
56,742
1.54
1.51

40,528
21%
1.11
1.08
5,372
0.15
0.14
39,922
1.09
1.07

16
45

Capital expenditures

11,900
(2,022)
9,878

9,557

25

42,715

25,516

67

(1,574)
7,983

28
24

(5,323)
37,392

(11,785)
13,731

(55)
172

237,459

37,279

207,920
18%
38,500
47,067
37,251

36,789
37,592

36,612
37,361

Dispositions of rental assets (3)
Net capital expenditures (4)
Total assets
Return on average total assets (5)
Long-term debt
Total long-term liabilities
Common shares - end of period ('000's)
Weighted avg common shares ('000's)
Basic
Diluted

237,459

37,279

207,920
20%
38,500
47,067
37,251

36,910
37,587

36,720
37,419

30%
36,000
51,107

66
62
219

62
61
61

(6)
9

27%
36,000
51,107

44
44
328

42
41
41

(6)
9

Notes:
(1) Earnings before interest, taxes, depreciation and amortization (“adjusted EBITDA”) is not a recognized measure under IFRS; see “Non-IFRS Measures
Reconciliation”.
(2) Funds from operations is cash flow from operating activities before changes in non-cash working capital. Funds from operations is not a recognized measure
under IFRS; see “Non-IFRS Measures Reconciliation”.
(3) Dispositions reported at net book value.
(4) Includes assets acquired under finance lease and purchases of intangible assets. Net capital expenditures are net of rental asset disposals.
(5) Return on average total assets is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.

OVERVIEW OF THE COMPANY
Strad offers its customers a wide range of well-site and energy infrastructure solutions, including Surface Equipment,
Environmental and Access Matting, Solids Control and Waste Management, EcoPond® (frac-water storage), Drill
Pipe, and Matting Manufacturing. Strad has strategically diversified its operations through the addition of new
products and services, and is geographically widespread across North America. Strad’s commodity exposure
includes conventional and unconventional oil, liquids rich natural gas, and dry natural gas as well as exposure to
Energy Infrastructure projects related to oilsands, pipelines and power transmission. Geographically, the Company
operates in four regions throughout North America, including the Western Canadian Sedimentary Basin ("WCSB")
in Canada, the Bakken, Marcellus, and Rockies regions in the United States ("U.S."). As of December 31, 2014, the
Company has 30 operating locations throughout North America.

Strad Energy Services Ltd.
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FOURTH QUARTER RESULTS
Strad reported an increase in revenue and adjusted EBITDA of 17% and 65% respectively, during the three months
ended December 31, 2014, compared to the same period in 2013. Increased revenue during the fourth quarter was a
result of higher equipment utilization in the U.S. and increased revenue from Canada’s larger matting fleet, offset by
lower Product Sales compared to the prior year. Adjusted EBITDA margin percentage increased to 31% during the
fourth quarter compared to 22% in the fourth quarter of 2013 due to increased revenue as previously noted.
Strad’s Canadian Operations reported higher revenue and adjusted EBITDA during the three months ended
December 31, 2014, compared to the same period in 2013. Increased revenue was a result of a larger matting rental
asset base, increased trucking and service revenues and higher drilling activity in the WCSB during the quarter.
During the fourth quarter, rig counts in Strad’s targeted U.S. resource plays increased slightly compared to levels in
the fourth quarter of 2013. Rig counts in the Bakken, Rockies and Marcellus regions increased by 4%, 4%, and 6%
respectively, year-over-year. Overall, Strad’s U.S. Operations reported higher revenue and adjusted EBITDA during
the fourth quarter of 2014 compared to the prior year. Adjusted EBITDA as a percentage of revenue, increased from
28% to 47% year-over-year due to an increase in utilization of a larger rental asset base.
During the fourth quarter, capital expenditures were $4.7 million in Canada and $5.2 million in the U.S., net of $1.6
million and $0.4 million 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, 2014, Strad spent $42.7 million on a gross basis, or $37.4
million, net of $5.3 million in rental asset disposals, of its previously approved $40.0 million 2014 capital program.

OUTLOOK
Commodity prices declined significantly over the last six months of 2014 and have continued to decline in 2015.
Crude oil WTI prices have declined from levels above $US 100/bbl in July 2014 throughout the balance of the year
to below $US 50/bbl in 2015. Natural gas Henry Hub prices also declined from levels in excess of $US 4.50/mcf at
the end of the second quarter of 2014 to levels below $US 3.00/mcf in 2015.
The decline in commodity prices has produced an expected decline in industry drilling rig activity across most basins
in North America as producers adjust to the new commodity price reality. The decline in rig count has manifested in
2015 in the Canada and U.S. markets, particularly in the oil targeted rigs. Management expects this decline to
continue as producers further reduce capital spending plans in 2015. Management also expects pricing pressure
across all regions in 2015 as producers seek to reduce drilling costs per well.
Despite the decline in commodity prices over the quarter, and the corresponding reduction in activity in 2015,
activity levels for the Company in the fourth quarter of 2014 had not begun to adjust to the new crude oil and natural
gas price environment and were very strong across all regions and product lines. Utilization levels were higher in
most product lines in both Canada and the U.S. year-over-year and were in line with the robust levels in the third
quarter for most of the last three months of the year, except for typical seasonal changes in certain product lines.
In the WCSB, active drilling rigs in the fourth quarter of 2014 were up approximately 4% over the prior year,
averaging 383 compared to 370 for the same period in 2013. WCSB active rigs had declined to 318 by February 13,
2015, 39% lower than the same period in 2014. In the U.S., drilling rig activity continued to vary by region, with the
total active U.S. rig count increasing by 4% on a year-over-year basis and 1% sequentially. The majority of Strad’s
U.S. fleet continues to operate in the Bakken and Marcellus resource plays, both of which experienced slight
increases in rig counts year-over-year and sequentially in the quarter. The active rig count in the Bakken averaged
187 rigs in the fourth quarter of 2014, up 4% from 180 in the prior year period but had declined to 128 by February
13, 2015, a 27% decrease year-over-year. In the gas-weighted Marcellus and Utica plays, the active rig count
averaged 130 during the fourth quarter of 2014, 6% higher than 123 during the prior year period and had declined to
108 by February 13, 2015, a 12% decrease year-over-year.
Bakken operations are in close proximity to the Rockies region, consisting of Colorado, Wyoming, and Utah, where
an average of 154 rigs were drilling during the fourth quarter, representing an increase of 3% from 149 rigs in the
previous period. The rig count in these regions declined to 100 by February 13, 2015, a 27% decrease year-overyear.
Strad Energy Services Ltd.
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Management anticipates that the decline in commodity prices and corresponding reduction in spending will continue
to have a significant negative impact on drilling activity for the foreseeable future across all regions where Strad
operates. In Canada, the typical seasonal downturn in activity due to spring breakup is anticipated, however,
Management expects a prolonged spring breakup in Canada with little visibility regarding how many rigs will come
back to work when the breakup ends.
Rig activity in the Company’s U.S. operating regions is expected to be less seasonally volatile. The commodity price
exposure in the U.S. is also split almost equally between natural gas and crude oil, diversifying the business.
The same challenges impacting the Canada and U.S. Operations is also expected to similarly impact the Product
Sales segment. This business typically fluctuates from month to month and can produce volatility in earnings as
projects tend to be large and are interspersed with periods of lower activity. The pipeline for manufacturing work, at
the beginning of 2015, is very modest. Management has taken action to remove costs from the business and will
continue to manage costs in line with activity and revenue.
Although the reduced activity levels will likely negatively impact the Company’s traditional drilling related markets,
the expansion of service offerings to the Energy Infrastructure market, including pipeline construction, power
transmission construction and energy facilities construction, further diversifies the business into markets that are
expected to be less commodity price sensitive in the near term.
The Company’s recent expansion into the Rockies region in the U.S. continues to provide a new market to deploy
equipment and build on the strong service reputation developed over the last year was instrumental in gaining market
share in that region in 2014.
Overall, Strad’s diversification across geographies in Canada and the U.S., exposure to both crude oil and natural gas
activity, product line diversification, blue chip and well capitalized customer base, and exposure to energy
infrastructure projects collectively, will serve to insulate the business to some degree from the decline in drilling
activity levels.
In response to expected declines in drilling activity, cost reduction initiatives have been undertaken in the first
quarter of 2015 to reduce the impact of lower activity and revenue levels on profitability. Staff layoffs, reduction of
labour hours, companywide wage rollbacks, and reductions in discretionary expenditures were implemented. In an
effort to maintain a strong balance sheet and preserve flexibility, capital spending plans were reduced significantly
and in the near term will be limited to maintenance capital spending. Management will seek to preserve cash, pay
down debt and maintain maximum flexibility to be able to respond to opportunities that are presented when the
market does recover. The maintenance capex requirement in the business continues to be modest and can be
managed at or below $5 million for the year in this environment.
Even at significantly reduced revenue and adjusted EBITDA levels, the business has the capability of producing
positive free cash flow. Prudent management of the business has put the Company in a manageable debt leverage
position. The Company’s financial stability, flexible operating cost structure, and depth of the Management Team,
have put the Company in a better position than it has ever been to weather this type of downturn.

Strad Energy Services Ltd.
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RESULTS OF OPERATIONS
CANADIAN OPERATIONS

($000’s)

Three months ended December 31,
2014
2013
% Chg.

Year-ended December 31,
2014
2013
% Chg.

Revenue
Adjusted EBITDA (1)
Adjusted EBITDA as a % of revenue

23,664
6,148
26%

19,250
5,284
27%

23
16

97,853
26,025
27%

70,452
18,342
26%

39
42

Capital expenditures
Dispositions of rental assets (2)
Net capital expenditures (3)

6,351
(1,649)
4,702

6,411
(1,143)
5,268

(1)
44
(11)

26,694
(3,987)
22,707

16,217
(10,322)
5,895

65
(61)
285

118,136
114,646

109,170
100,108

8
15

118,136
114,646

109,170
100,108

8
15

Gross capital assets
Total assets

Notes:
(1) Earnings before interest, taxes, depreciation and amortization adjusted (“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, 2014, of $23.7 million increased 23% compared to $19.3 million
for the same period in 2013. Increased revenue during the quarter was primarily a result of higher matting rental
revenue due to a larger matting rental fleet compared to the same period in 2013. Increased matting revenue during
the quarter was offset by lower surface equipment and drill pipe revenue due to slightly lower utilization rates
compared to 2013. Utilization in these two product lines was lower despite slightly higher rig counts during the
fourth quarter of 2014 compared to 2013.
Adjusted EBITDA for the three months ended December 31, 2014, of $6.1 million, increased 16% compared to $5.3
million for the same period in 2013. Adjusted EBITDA as a percentage of revenue, for the three months ended
December 31, 2014, decreased slightly to 26% compared to 27% for the same period in 2013. Although the rental
revenue and service revenue were both higher in the fourth quarter of 2014, compared to the prior year, adjusted
EBITDA as a percentage of revenue was impacted by lower margin service revenue making up a larger percentage
of total revenue during the fourth quarter of 2014, compared to the prior year. Higher service revenue was due to
increased infrastructure related matting work in the fourth quarter of 2014 compared to the prior year.
Revenue for the year-ended December 31, 2014, of $97.9 million increased 39% compared to $70.5 million for the
same period in 2013. Energy Infrastructure related work, increased drilling activity, higher matting service and
trucking revenue and a larger rental fleet are the primary drivers of higher revenue year-over-year.
Adjusted EBITDA for the year-ended December 31, 2014, of $26.0 million increased 42% compared to $18.3
million for the same period in 2013. Adjusted EBITDA as a percentage of revenue, for the year-ended December 31,
2014, was 27% compared to 26% for the same period in 2013.

Strad Energy Services Ltd.
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U.S. OPERATIONS
Three months ended December 31,
($000’s)
Revenue
Adjusted EBITDA (1)
Adjusted EBITDA as a % of revenue
Capital expenditures
Dispositions of rental assets (2)
Net capital expenditures (3)
Gross capital assets
Total assets

Year-ended December 31,

2014

2013

% Chg.

2014

2013

% Chg.

21,852
10,191
47%

13,882
3,948
28%

57
158

73,840
28,982
39%

54,225
15,441
28%

36
88

5,529
(374)
5,155

3,070
(431)
2,639

80
(13)
95

15,666
(1,336)
14,330

8,676
(1,463)
7,213

81
(9)
99

126,825
120,917

105,011
104,927

21
15

126,825
120,917

105,011
104,927

21
15

Notes:
(1) Earnings before interest, taxes, depreciation and amortization adjusted (“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, 2014, increased 57% to $21.9 million from $13.9 million for the
same period in 2013. During the fourth quarter of 2014, Strad’s U.S. Operations continued to achieve increased
utilization rates and revenue despite only slightly higher rig counts year-over-year in the Bakken, Rockies and
Marcellus regions, with increases of 4%, 4%, and 6% respectively, year-over-year. Management’s investment in
field sales presence during the second half of 2013 continued to result in increased market share for Strad in all three
U.S. regions during the fourth quarter of 2014, which drove higher utilization of Strad’s U.S. equipment fleet.
Revenue also increased due to a larger rental equipment fleet in 2014 compared to 2013. The Bakken continued to be
the most active basin for Strad’s U.S. Operations, accounting for 42% of total revenue during the quarter.
Adjusted EBITDA for the three months ended December 31, 2014, increased 158% to $10.2 million compared to
$3.9 million for the same period in 2013. Adjusted EBITDA as a percentage of revenue, for the three months ended
December 31, 2014, was 47% compared to 28% for the same period in 2013. The increase in both adjusted EBITDA
and adjusted EBITDA as a percentage of revenue is primarily due to increased utilization of Strad’s rental fleet in the
U.S. and a reduced cost structure compared to the same period in 2013.
Revenue for the year-ended December 31, 2014, increased 36% to $73.8 million compared to $54.2 million for the
same period in 2013. The year-over-year increase in revenue was primarily driven by increased utilization of Strad’s
Matting, Surface Equipment and Solids Control product lines.
Adjusted EBITDA for the year-ended December 31, 2014, increased 88% to $29.0 million compared to $15.4
million for the same period in 2013. Increased adjusted EBITDA was due to higher revenue and a reduced cost
structure during the year compared to the same period in 2013. Adjusted EBITDA as a percentage of revenue for the
year-ended December 31, 2014, increased to 39% compared to 28% for the same period in 2013.

Strad Energy Services Ltd.
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PRODUCT SALES

($000’s)
Revenue
Adjusted EBITDA (1)
Adjusted EBITDA as a % of revenue
Capital expenditures (2)
Total assets

Three months ended December 31,
2014
2013
% Chg.
10,574
2,269
21%
2
505

14,717
2,497
17%
31
672

(28)
(9)

(25)

Year-ended December 31,
2014
2013
% Chg.
48,091
7,639
16%
26
505

64,897
10,492
16%
295
672

(26)
(27)

(25)

Notes:
(1) Earnings before interest, taxes, depreciation and amortization adjusted (“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, 2014, decreased 28% to $10.6 million from $14.7 million for the
same period in 2013, resulting primarily from lower sales of in-house manufactured products sold to external
customers. During the fourth quarter, Product Sales consisted of $6.7 million of in-house manufactured products,
$1.7 million of third party equipment sales and $2.2 million of rental fleet sales compared to $11.1 million, $1.7
million and $2.0 million respectively, during the same period in 2013. Sales in the quarter were impacted by
fluctuations in demand, typical in the business.
Adjusted EBITDA for the three months ended December 31, 2014, decreased 9% to $2.3 million compared to $2.5
million for the same period in 2013. Adjusted EBITDA as a percentage of revenue, for the three months ended
December 31, 2014, increased to 21% compared to 17% for the same period in 2013. The decrease in adjusted
EBITDA was due to lower sales revenue during the fourth quarter of 2014 compared to the same period in the prior
year.
Revenue for the year-ended December 31, 2014, decreased 26% to $48.1 million compared to $64.9 million for the
same period in 2013. Revenue was lower during the year due to a one-time sale of used SteelLock Mats in 2013 and
lower sales in the latter half of 2014 of in-house manufactured products and third party equipment.
Adjusted EBITDA for the year-ended December 31, 2014, decreased 27% to $7.6 million compared to $10.5 million
for the same period in 2013. The decrease in adjusted EBITDA was due to lower sales revenue in 2014 and a onetime sale of used SteelLock Mats in 2013. Adjusted EBITDA as a percentage of revenue, for the year-ended
December 31, 2014, was consistent at 16% when compared to the same period in 2013.
CORPORATE
Selling, general and administration expenses are largely allocated to the individual operating segments and reflected
in the adjusted EBITDA performance discussed previously. The remaining unallocated corporate costs consist of
head office infrastructure and general corporate costs. Corporate costs for the three months and year-ended
December 31, 2014, were $1.0 million and $4.0 million as compared to $1.0 million and $3.7 million for the same
periods in 2013. Corporate costs as a percentage of total revenue during the three months and year-ended December
31, 2014, remained consistent with the same period in the prior year at 2%.
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DEPRECIATION AND AMORTIZATION
Depreciation and amortization related to property, plant and equipment, and intangible assets increased to $7.5
million and decreased to $24.6 million for the three months and year-ended December 31, 2014, compared to $5.3
million and $29.0 million for the same periods in 2013. During the fourth quarter, Management completed its annual
review of the estimated useful lives of the Company’s property, plant and equipment. As a result of the review,
Management reduced the useful life of certain assets and recorded an additional $1.6 million of depreciation expense
to fully amortize assets that are no longer in use. The useful lives of these assets had previously been reduced as a
result of the annual review of useful lives during the fourth quarter of 2013.
The decrease in depreciation expense for the year-ended December 31, 2014, is due to Management's revision of
useful life and residual value estimates used in the calculation of depreciation expense. During the fourth quarter of
2013, Management completed an annual review of the Company's useful life and residual value estimates for assets
in each product line included in property, plant and equipment.
INTEREST AND FINANCE FEES
Interest expense totaled $0.5 million and $2.2 million for the three months and year-ended December 31, 2014,
compared to $0.7 million and $3.0 million for the same periods in 2013. Average funded debt for the twelve months
ended December 31, 2014, was $38.7 million compared to $46.7 million for the same period in 2013. Interest
expense for the twelve months was lower due to lower average borrowing levels in 2014 compared to 2013.
Finance fees for the three months and year-ended December 31, 2014, remained consistent with the same periods for
2013, at $0.1 million and $0.3 million. Financing fees are costs incurred to secure debt financing.
LOSS OR GAIN ON FOREIGN EXCHANGE
Loss on foreign exchange for the three months and year-ended December 31, 2014, was $0.1 million and $0.1
million compared to a gain of $0.1 million and $0.2 million for the same periods in 2013. 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 since operations in the U.S. represent a significant
component of the asset base and operating cash flow. The Canadian dollar has weakened by 9% against the U.S.
dollar over the past year (1 CAD = 0.89 USD as at December 31, 2014, compared to 1 CAD = 0.97 USD as at
December 31, 2013).
INCOME TAXES
For the year-ended December 31, 2014, the Company earned income before income taxes of $31.4 million, incurred
current income tax expense of $2.4 million, and deferred tax expense of $6.0 million, compared to a current tax
expense of $1.4 million, and a deferred income tax recovery of $1.8 million, on earnings before tax of $5.0 million
for the same period in 2013. 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.
The overall effective tax rate was 27% for the year ended December 31, 2014, compared to (8)% for the same period
in 2013. The low effective tax rate in 2013 is due to incremental deductions that were material in the context of
modest levels of pre-tax net income.
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RECLASSIFICATION OF SELLING, GENERAL AND ADMINISTRATION COSTS
During the first quarter of 2014, Management completed a comprehensive review of the Company’s definition of
selling, general and administration expenses. The review gave consideration to employees who were previously
classified in selling, general and administration and the job functions those individuals were performing for the
Company. As a result of this review, Management determined that a portion of these employees perform functions
which are more closely related to the operations of the business and reclassified the respective costs to operating
expenses in the current year. Management believes the reclassification of selling, general and administration costs to
operating expenses will provide more reliable and relevant information regarding the effects of transactions on the
Company's financial performance. In order to maintain comparability between the current quarter and the prior year's
quarter, Management reclassified $2.0 million and $7.0 million of selling, general and administration costs to
operating expenses for the three months and year-ended December 31, 2013, respectively.

SUMMARY OF QUARTERLY RESULTS
Three months ended
($000’s, except per share amounts)
Revenue
Adjusted EBITDA (1)
Net income
Per share ($), basic
Per share ($), diluted

Dec 31, 2014

Sep 30, 2014

Jun 30, 2014

Mar 31, 2014

56,089

58,115
17,835
7,968
0.22
0.21

53,692
12,300
4,763
0.13
0.13

51,888
10,988
4,141
0.11
0.11

17,571
6,125
0.17
0.16

Three months ended
($000’s, except per share amounts)
Revenue
Adjusted EBITDA (1)
Net income (loss)
Per share ($), basic
Per share ($), diluted

Dec 31, 2013

Sep 30, 2013

Jun 30, 2013

Mar 31, 2013

47,850
10,678
1,923
0.05
0.05

47,425
10,422
2,373
0.07
0.06

49,576
8,769
13
—
—

44,723
10,659
1,063
0.03
0.03

Notes:
(1) Adjusted EBITDA is not a recognized measure under IFRS; see “Non-IFRS Measures Reconciliation”.

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 U.S. 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 typically 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, 2014

December 31, 2013

Current assets
Current liabilities
Working capital(1)

57,683
40,860
16,823

43,519
32,004
11,515

Banking facilities
Operating facility
Syndicated revolving facility
Total facility borrowings

826
36,000
36,826

1,879
38,500
40,379

110,000
73,174

110,000
69,621

Total credit facilities (2)
Unused credit capacity

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, 2014, Strad had access to the entire $110 million credit facilities.

As at December 31, 2014, working capital was $16.8 million compared to $11.5 million at December 31, 2013. The
change in current assets is consistent with the increase in revenue from the fourth quarter of 2013, to the fourth
quarter of 2014. The increase in current liabilities is due to an increase in accounts payable, which directly relates to
the increase in fourth quarter revenues, compared to the same period in the prior year.
Funds from operations for the three months ended December 31, 2014, increased to $16.8 million compared to $10.4
million for the three months ended December 31, 2013. Capital expenditures totaled $11.9 million for the three
months ended December 31, 2014, and $9.6 million for the three months ended December 31, 2013. Capital
expenditures were offset by asset disposals totaling $2.0 million in the fourth quarter of 2014, compared to $1.6
million during the fourth quarter of 2013. Strad's total facility borrowing decreased by $3.6 million during the year
due to increased adjusted EBITDA in 2014, compared to 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 syndicated 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 all of 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 adjusted EBITDA ratio. The
Company’s syndicated banking facility matures on September 30, 2017.
Based on the Company’s funded debt to twelve months trailing adjusted EBITDA ratio of 0.7 to 1 at the end of the
fourth quarter of 2014, the interest rate on the syndicated banking facility is bank prime plus 0.75% on prime rate
advances and at the prevailing rate plus a stamping fee of 1.75% on bankers’ acceptances. For the year-ended
December 31, 2014, the overall effective rates on the operating facility and revolving facility were 4.16%, and 3.44%
respectively. As of December 31, 2014, $0.8 million was drawn on the operating facility and $36.0 million was
drawn on the revolving facility. Required payments on the revolving facility are interest only.
As at December 31, 2014, the Company was in compliance with all of the financial covenants.
Effective September 30, 2014, the Company extended its syndicated banking facility by one year. The facility
matures on September 30, 2017. Under the terms of the restated and extending credit agreement, interest rates over
the term of the facility will decline by 0.25%.
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CONTRACTUAL OBLIGATIONS
The Company’s contractual obligations as at December 31, 2014, were as follows:
($000’s)

Total

1 Year or Less

2-3 Years

4+ Years

Finance leases
Operating leases

1,851
17,316

882
4,619

969
6,341

—
6,356

Total commitments

19,167

5,501

7,310

6,356

All of the Company’s contractual obligations range from less than one year to 9 years.

OUTSTANDING COMPANY SHARE DATA
As of February 18, 2015
Common shares
Options

37,279,200
2,231,174

Fully diluted common shares

39,510,374

TRANSACTIONS WITH RELATED PARTIES
LOANS TO KEY MANAGEMENT
Key management includes the Company’s directors and members of the Executive Management Team.
For the year-ended
Opening balance
Share purchase loans issued
Repayment of share purchase loan
Interest charged
Interest paid

$

December 31, 2014
1,467
—
(421)
22
(18)
1,050

$

December 31, 2013
1,845
99
(459)
25
(43)
1,467

Certain key management personnel have loans outstanding totaling $1.1 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 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, and are secured against the common shares purchased
through the loan.
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FINANCIAL INSTRUMENTS
All of the Company’s financial instruments as at December 31, 2014, 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 note receivables 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 note receivables 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, thereby
affecting 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. For the year-ended December 31, 2014, 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 $49
thousand (2013 - $27 thousand).

CRITICAL ACCOUNTING ESTIMATES AND MANAGEMENT JUDGEMENTS
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.

CRITICAL ACCOUNTING ESTIMATES
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
Company’s property, plant and equipment, and intangible assets in the future.
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.
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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.
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 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
projected future sales, earnings, and capital investment, consistent with strategic plans presented to the Board.
Discount rates are consistent with external industry information reflecting the risk associated with the specific cash
flows. Fair value less costs to sell requires Management to make judgments of fair value using such estimates as
market rental rates for comparable properties, recoverable operating costs for leases with tenants, non-recoverable
operating costs, discount rates, capitalization rates, and terminal capitalization rates, as well as estimations of costs to
sell.
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.
SIGNIFICANT MANAGEMENT JUDGMENTS
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.
New and amended standards adopted by the Company on 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. The adoption
of this standard has not had a material impact on the Company's consolidated financial statements.
IFRIC 21, "Levies" (“IFRIC 21”), sets out the accounting for an obligation to pay a levy that is not income tax. The
interpretation addresses diversity in practice around when the liability to pay a levy is recognized. IFRIC 21
addresses the accounting for a liability to pay a levy recognized in accordance with IAS 37, "Provisions, Contingent
Liabilities and Contingent Assets", and the liability to pay a levy whose timing and amount is certain. It excludes
income taxes within the scope of IAS 12, "Income Taxes". The adoption of this standard has not had a material
impact on the Company's consolidated financial statements.
New standards, amendments, and interpretations issued, but not effective, for the first time for the financial year
beginning on or after January 1, 2015:
On July 24, 2014, the IASB issued IFRS 9, “Financial Instruments” (“IFRS 9”) to replace International Accounting
Standard 39, “Financial Instruments: Recognition and Measurement.” IFRS 9 is effective for years beginning on or
after January 1, 2018. Early adoption is permitted if IFRS 9 is adopted in its entirety at the beginning of a fiscal
period. The Company is currently evaluating the impact of adopting IFRS 9 on its consolidated financial statements.
In May 2014, the IASB published IFRS 15, “Revenue From Contracts With Customers” (“IFRS 15”) replacing IAS
11, “Construction Contracts”, IAS 18, “Revenue” and several revenue-related interpretations. IFRS 15 establishes a
single revenue recognition framework that applies to contracts with customers. The standard requires an entity to
recognize revenue to reflect the transfer of goods and services for the amount it expects to receive, when control is
transferred to the purchaser. Disclosure requirements have also been expanded. The new standard is effective for
annual periods beginning on or after January 1, 2017, with earlier adoption permitted. The standard may be applied
retrospectively or using a modified retrospective approach. The Company is currently evaluating the impact of
adopting IFRS 15 on its consolidated financial statements.
Strad Energy Services Ltd.

| 21

2014 Annual Report

Management’s Discussion & Analysis

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 Company's Chief Executive Officer ("CEO") and Chief Financial Officer ("CFO") have designed, or have
caused to be designed under their supervision, disclosure controls and procedures to provide reasonable assurances
that the information required to be disclosed by the Company in its annual filings, interim filings, or other reports,
filed or submitted by it under securities legislation is recorded, processed, summarized and reported within the time
periods specified in the securities legislation in accordance with National Instrument 52-109. 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
annual filings, interim filings, or other reports filed or 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, 2014, 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, 2014, 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, 2014, which have materially affected, or are reasonably likely to materially affect, Strad’s disclosure
controls and procedures.

INTERNAL CONTROLS OVER FINANCIAL REPORTING
The Chief Executive Officer and Chief Financial Officer 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 Chief Executive Officer and Chief Financial
Officer of the Company 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 Committee of Sponsoring Organizations of the
Treadway Commission (“COSO”). The Chief Executive Officer and Chief Financial Officer 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, 2014, 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 three months ended December 31, 2014, there have been no changes in the Company’s internal controls
over financial reporting that have materially affected, or are reasonably likely to materially affect, the Company’s
internal controls over financial reporting.
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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. The following are a selection of certain risks and uncertainties identified by the Company.
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.
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 11% (2013 -10%) of revenue from operations.
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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, including risks and uncertainties and other factors 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 unaudited condensed interim consolidated financial statements.

FORWARD-LOOKING STATEMENTS
Certain statements and information contained in this MD&A constitute forward-looking information and statements
within the meaning of applicable securities laws. The use of any of the words “expect”, “plan”, “continue”,
“estimate”, “anticipate”, “potential”, “targeting”, “intend”, “could”, “might”, “should”, “believe”, “may”, “predict”,
"forecasted", or “will”, and similar expressions are intended to identify forward-looking information or statements.
More particularly, this MD&A contains forward-looking statements concerning future capital expenditures of the
Company and funding thereof, forecasted maintenance capital spending requirements, debt levels, the ability to
maintain payment of dividends, demand for the Company’s products and services, anticipated declines in North
American drilling activity, anticipated length of the Canadian spring breakup period, anticipated seasonal volatility
of U.S. drilling rig counts, pricing of the Company’s products and services, potential for growth and expansion of the
Company's business into new market segments, anticipated impact of drilling activity levels on Product Sales,
anticipated free cash flow generation, and expected exploration and production industry activity including the effects
of industry trends on demand for the Company's products. 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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Various assumptions were used in drawing the conclusions or making the projections contained in the forwardlooking 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 forward-looking information or statements.
In addition to other material factors, expectations, and assumptions, which may be identified in this MD&A and
other continuous disclosure documents of the Company referenced herein, assumptions have been made in respect of
such forward-looking statements and information regarding, among other things: the Company will continue to
conduct its operations in a manner consistent with past operations; the general continuance of current industry
conditions; anticipated financial performance, business prospects, impact of competition, strategies, the general
stability of the economic and political environment in which the Company operates; exchange and interest rates; tax
laws; the sufficiency of budgeted capital expenditures in carrying out planned activities; the availability and cost of
labour and services and the adequacy of cash flow; debt and ability to obtain financing on acceptable terms to fund
its planned expenditures, which are subject to change based on commodity prices; market conditions and future oil
and natural gas prices; and potential timing delays. Although Management considers these material factors,
expectations and assumptions to be reasonable based on information currently available to it, no assurance can be
given that they will prove to be correct.
Readers are cautioned that the foregoing lists of factors are not exhaustive. Additional information on these and other
factors that could affect the Company's operations and financial results are included in reports on file with the
Canadian Securities Regulatory Authorities and may be accessed through the SEDAR website (www.sedar.com) or
at the Company's website. The forward-looking statements and information contained in this MD&A are expressly
qualified by this cautionary statement. The Company does not undertake any obligation to publicly update or revise
any forward-looking statements or information, whether as a result of new information, future events or otherwise,
except as may be required by applicable securities laws.

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, or comparable to, calculations of other companies.
These measures are further explained below.
Earnings before interest, taxes, depreciation and amortization (“adjusted EBITDA”) is not a recognized measure
under IFRS. Management believes that in addition to net income, adjusted 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. Adjusted EBITDA is calculated as net
income plus interest, finance fees, taxes, depreciation and amortization, loss on disposal of property, plant and
equipment, loss on foreign exchange, loss on assets held for sale, less gain on foreign exchange, and gain on disposal
of property, plant and equipment. Segmented adjusted 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, excluding assets held for sale. Working capital, cash
forecasting and banking facilities are used by Management to ensure funds are available to finance growth
opportunities.
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Annualized return on average total assets for the year-ended December 31, 2014, is calculated as year-to-date
adjusted EBITDA divided by the average of total assets over the fourth quarter of 2013, and first, second, and third
quarters of 2014, 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.
Working capital is calculated as current assets less current liabilities, excluding assets held for sales. Funded debt is
calculated as bank indebtedness plus long-term debt plus current and long-term portion of finance lease obligations,
less cash.
RECONCILIATION OF ADJUSTED EBITDA AND FUNDS FROM OPERATIONS
Three months ended December 31,

Year-ended December 31,

($000’s)

2014

2013

2014

2013

Net income

6,125

1,923

22,997

5,372

7,543
(16)
(11)
111

5,265
477
637
152

24,568
(350)
188
480

Add:
Depreciation and amortization
(Gain) loss on disposal of PP&E
(Gain) loss on disposal of assets held for sale
Share-based payments
Deferred income tax expense (recovery)
Financing fees
Restructuring recovery
Impairment loss
Interest expense
Funds from operations

2,092
40
—
406
495

(225)
88
(514)
1,901
665

6,022
259
—
406
2,172

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

16,785

10,369

56,742

39,922

Add:
Loss (gain) on foreign exchange
Current income tax expense
Subtotal

47
850
17,682

(5)
466
10,830

35

(207)

2,397
59,174

1,403
41,118

Deduct:
Share-based payments
Adjusted EBITDA

111
17,571

152
10,678

480
58,694

590
40,528
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RECONCILIATION OF QUARTERLY NON-IFRS MEASURES
Three months ended
($000’s)

Net income
Add:
Depreciation and amortization
(Gain) loss on disposal of PP&E
(Gain) loss on disposal of assets
held for sale
Loss (gain) on foreign exchange
Current income tax expense
(recovery)
Deferred income tax expense
Interest expense
Impairment loss
Finance fees
Adjusted EBITDA

Dec 31, 2014

Sep 30, 2014

Jun 30, 2014

Mar 31, 2014

6,125

7,968

4,763

4,141

7,543
(16)

5,799
665

5,739
(241)

5,487
(758)

(11)

—

161

38

47

(181)

236

(67)

850
2,092
495
406
40
17,571

967
2,042
543
—
32
17,835

(81)
1,025
599
—
99
12,300

660
864
535
—
88
10,988

Three months ended

($000’s)

Net income
Add:
Depreciation and amortization
Loss on disposal of PP&E
Loss on disposal of assets held for
sale
Gain on foreign exchange
Current income tax expense
Deferred income tax (recovery)
expense
Interest expense
Restructuring recovery
Impairment loss
Finance fees
Adjusted EBITDA

Strad Energy Services Ltd.

Dec 31, 2013

Sep 30, 2013

Jun 30, 2013

Mar 31, 2013

1,923

2,373

13

1,063

5,265
477

7,259
162

8,824
76

7,626
586

637
(5)
466

—
(63)
627

17
(18)
94

158
(121)
216

(225)
665
(514)
1,901
88
10,678

(808)
784
—
—
88
10,422

(1,099)
791
—
—
71
8,769

345
714
—
—
72
10,659
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February 25, 2015
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, 2014 and December
31, 2013 and the consolidated statement of income and 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, 2014 and December 31, 2013 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, 2014 and 2013
(in thousands of Canadian dollars)

As at December 31,
2014
$

As at December 31,
2013
$

48,542
7,400
1,741
—
—

35,569
5,788
1,772
350
40

57,683

43,519

260

3,167

Non-current assets
Property, plant and equipment (note 8)
Intangible assets (note 9)
Long-term assets (note 10)
Goodwill (note 11)
Deferred income tax assets (note 16)

159,100
1,210
1,914
17,277
15

142,108
1,685
—
17,277
164

Total assets

237,459

207,920

826
34,705
1,579
259
882
2,609

1,879
25,403
—
785
1,887
2,050

Assets
Current assets
Trade receivables (note 22)
Inventories (note 5)
Prepaids and deposits
Note receivable (note 6)
Income taxes receivable

Assets held for sale (note 7)

Liabilities
Current liabilities
Bank indebtedness (note 12)
Accounts payable and accrued liabilities (note 22)
Income taxes payable
Deferred revenue
Current portion of obligations under finance lease (note 13)
Dividend payable

40,860

32,004

Non-current liabilities
Long-term debt (note 14)
Obligations under finance lease (note 13)
Deferred income tax liabilities (note 16)

36,000
969
14,138

38,500
770
7,797

Total liabilities

91,967

79,071

Equity
Share capital (note 15)
Contributed surplus (note 15)
Accumulated other comprehensive income
Retained earnings (deficit)

118,351
11,757
3,452
11,932

117,824
11,612
603
(1,190)

Total equity
Total liabilities and equity

145,492
237,459

128,849
207,920

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF INCOME AND COMPREHENSIVE INCOME
For the years ended December 31, 2014 and 2013
(in thousands of Canadian dollars, except per share amounts)

Revenue
Expenses
Operating expenses (note 26)
Depreciation (note 8)
Amortization of intangible assets (note 9)
Selling, general and administration (note 26)
Share-based payments (note 15)
(Gain) loss on disposal of property, plant and equipment

2014
$

2013
$

219,784

189,574

138,093
23,852
716
22,517
480
(350)

126,076
27,805
1,169
22,380
590
1,301

35

(207)

259
2,172
188
406
—

319
2,954
812
1,901
(514)

Income before income tax
Income tax expense (recovery) (note 16)

31,416
8,419

4,988
(384)

Net income for the period

22,997

5,372

Other comprehensive income
Items that may be reclassified subsequently to net income
Cumulative translation adjustment
Comprehensive income for the period

2,849
25,846

2,054
7,426

$0.63
$0.61

$0.15
$0.14

Foreign exchange loss (gain)
Finance fees
Interest expense
Loss on assets held for sale (note 7)
Impairment loss (note 25)
Restructuring recovery

Earnings per share:
Basic
Diluted

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, 2014 and 2013
(in thousands of Canadian dollars)

Attributable to equity owners of the Company

Share capital
$

Accumulated
other
Contributed comprehensive
surplus
income (loss)
$
$

Retained
earnings
(deficit)
$

Total equity
$

Balance - January 1, 2014

117,824

11,612

603

(1,190)

128,849

Net income for the period

—

—

—

22,997

22,997

Cumulative translation adjustment

—

—

2,849

—

2,849

Comprehensive income for the period

—

—

2,849

22,997

25,846

Exercise of options (note 15)
Share-purchase loan repayments

135
417

(335)
—

—
—

—
—

Share-purchase loan issued
Dividends declared
Employee share options:
Value of services recognized

(25)
—

—
—

—
—

—
(9,875)

(200)
417
(25)
(9,875)

Balance - December 31, 2014

—
118,351

480
11,757

—
3,452

—
11,932

480
145,492

Balance - January 1, 2013

117,462

11,016

(1,451)

1,632

128,659

Net income for the period

—

—

—

5,372

5,372

Cumulative translation adjustment

—

—

2,054

—

2,054

Comprehensive income for the period

—

—

2,054

5,372

7,426

—
492
(130)
—

(48)
—
—
—

—
—
—
—

—
—
—
(8,194)

(48)
492
(130)
(8,194)

—
—
117,824

590
54
11,612

—
—
603

—
—
(1,190)

590
54
128,849

Other comprehensive income (net of tax):

Other comprehensive income (net of tax):

Exercise of options (note 15)
Share-purchase loan repayments
Share-purchase loan issued
Dividends declared
Employee share options:
Value of services recognized
Other
Balance - December 31, 2013

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, 2014 and 2013

(in thousands of Canadian dollars)
2014
$

2013
$

22,997

5,372

24,568
6,022
145
2,431

28,974
(1,787)
542
3,273

(350)
188
406

1,301
812
1,901

(5,867)

10,994

50,540

51,382

(37,079)
3,662
(312)
—
662
1,741

(12,696)
1,495
(546)
(125)
1,895
(7,657)

(31,326)

(17,634)

11,000
(16,000)
(806)
421
(2,431)
(9,318)
317

4,000
(21,000)
(2,363)
378
(3,273)
(8,194)

(16,817)
(1,344)

(30,090)
(3,049)

1,053

609

(1,879)

(2,488)

Cash and cash equivalents (including bank indebtedness) – end of period

(826)

(1,879)

Cash paid for income tax
Cash paid for interest

1,715
2,155

1,637
2,585

Cash flow provided by (used in)
Operating activities
Net income for the year
Adjustments for items not affecting cash:
Depreciation and amortization
Deferred income tax expense (recovery) (note 16)
Share-based payments
Interest expense and finance fees
(Gain) loss on disposal of property, plant and equipment
Loss on assets held for sale
Impairment loss
Changes in items of non-cash working capital (note 18)
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
Purchase of assets held for sale
Proceeds from assets held for sale
Changes in items of non-cash working capital (note 18)
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)
Proceeds on repayment of share-purchase loan
Interest expense and finance fees
Payment of dividends
Changes in items of non-cash working capital (note 18)
Net cash used in financing activities
Effect of exchange rate changes on cash and cash equivalents
Decrease in cash and cash equivalents
Cash and cash equivalents (including bank indebtedness) – beginning of year

362

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, 2014 and 2013
(in thousands of Canadian dollars)
1. GENERAL INFORMATION
Strad Energy Services Ltd. and its subsidiaries (the “Company”), is an
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 yearended December 31, 2014 and 2013, 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 25, 2015.

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 Company'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 4.
The policies applied in these consolidated financial statements are based on applicable IFRS issued, effective, and
outstanding, as of February 25, 2015, 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, 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. The adoption of this standard
has not had a material impact on the Company's consolidated financial statements.
IFRIC 21, "Levies" (“IFRIC 21”), sets out the accounting for an obligation to pay a levy that is not income tax. The
interpretation addresses diversity in practice around when the liability to pay a levy is recognized. IFRIC 21 addresses
the accounting for a liability to pay a levy recognized in accordance with IAS 37, "Provisions, Contingent Liabilities and
Contingent Assets", and the liability to pay a levy whose timing and amount is certain. It excludes income taxes within
the scope of IAS 12, "Income Taxes". The adoption of this standard has not had a material impact on the Company's
consolidated financial statements.
(ii) New standards, amendments and interpretations issued but not yet effective.
On July 24, 2014, the IASB issued IFRS 9, “Financial Instruments” (“IFRS 9”) to replace International Accounting
Standard 39, “Financial Instruments: Recognition and Measurement.” IFRS 9 is effective for years beginning on or after
January 1, 2018. Early adoption is permitted if IFRS 9 is adopted in its entirety at the beginning of a fiscal period. The
Company is currently evaluating the impact of adopting IFRS 9 on its consolidated financial statements.
In May 2014, the IASB published IFRS 15, “Revenue From Contracts With Customers” (“IFRS 15”) replacing IAS 11,
“Construction Contracts”, IAS 18, “Revenue” and several revenue-related interpretations. IFRS 15 establishes a single
revenue recognition framework that applies to contracts with customers. The standard requires an entity to recognize
revenue to reflect the transfer of goods and services for the amount it expects to receive, when control is transferred to
the purchaser. Disclosure requirements have also been expanded. The new standard is effective for annual periods
beginning on or after January 1, 2017, with earlier adoption permitted. The standard may be applied retrospectively or
using a modified retrospective approach. The Company is currently evaluating the impact of adopting IFRS 15 on its
consolidated 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.
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 value 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.
Strad Energy Services Ltd.
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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) 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.
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. 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 and the consolidated balance sheet, cash and cash equivalents include cash on
hand, and bank indebtedness.
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.
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FAIR VALUES
The Company’s financial instruments consist of trade receivables, note receivable, deposits, bank indebtedness, accounts
payable and accrued liabilities, finance lease obligations, 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.
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

Strad Energy Services Ltd.
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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

5 - 10 years
10 years
7 - 10 years
3 - 6 years
3 years

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.
LONG-TERM ASSETS
Long-term assets include properties owned by the Company that are held to either earn rental income, or for capital
appreciation, or both. The Company’s long-term assets include single tenant properties held to earn rental income.
Long-term assets are recognized at cost less accumulated depreciation and any accumulated impairment losses. The
depreciation policies for long-term assets are consistent with the depreciation basis of land and building as described in
the accounting policy for fixed assets.
Long-term assets are reviewed at each balance sheet date to determine whether there is any indication of impairment.
Refer to the Impairment of non-financial assets policy.
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.
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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 dispose.
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.
Strad Energy Services Ltd.

| 39

2014 Annual Report

Notes to the Consolidated
Annual Financial Statements

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.
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. 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.
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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. Depending on the delivery conditions, title and risk
have passed to the customer and acceptance of the product, when contractually required, has been obtained.
(iii) Investment property revenue:
The Company earns rental income from operating leases of its long-term assets (see note 10). Rental income is
recognized on a straight-line basis over the term of the lease.
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.
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. CRITICAL ACCOUNTING ESTIMATES AND MANAGEMENT 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 year. 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.
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CRITICAL ACCOUNTING ESTIMATES
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.
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.
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 projected
future sales, earnings, and capital investment, consistent with strategic plans presented to the Board. Discount rates are
consistent with external industry information reflecting the risk associated with the specific cash flows. Fair value less
costs to sell requires management to make judgments of fair value using such estimates as market rental rates for
comparable properties, recoverable operating costs for leases with tenants, non-recoverable operating costs, discount
rates, capitalization rates, and terminal capitalization rates, as well as estimations of costs to sell.
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.
SIGNIFICANT MANAGEMENT JUDGMENTS
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.

5. INVENTORIES

Raw materials
Work in progress
Finished goods

As at December 31,
As at December 31,
2014
2013
$
3,105 $
3,103
—
256
4,295
2,429
7,400
5,788

The cost of inventories recognized as expense and included in ‘Operating expenses’ for the year-ended December 31,
2014, amounted to $43.6 million (2013 - $52.7 million). During the year-ended December 31, 2014 and 2013, the
Company had no write-downs of inventories to net realizable value.
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6. NOTE RECEIVABLE
As at December 31,
2014
$
—

Three-year note receivable
Current portion
Long-term portion

—
—

As at December 31,
2013
$
350
350
—

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 on March
11, 2012, and a second $1.0 million three-year note receivable, which was repaid in full on December 12, 2014.

7. ASSETS HELD FOR SALE

As at December 31, 2013
Divestitures
Foreign currency translation
Transfers
As at December 31, 2014

$

Equipment –
Land and
Equipment –
building Canadian Operations U.S. Operations
2,127 $
435 $
605
(353)
(568)
—
193
24
—
—
117
(2,320)
—

82

178

$

Total
3,167
(921)
217
(2,203)
260

Assets held for sale are accounted for at the lower of carrying value and fair value less costs to dispose.
Land and building
During the year, the Company transferred purchased land and building into long-term assets as at December 31, 2014, as
the assets are no longer held for sale.
Equipment
As at December 31, 2014, the Company classified equipment with a collective carrying value of $0.1 million (2013 $0.3 million) as assets held for sale. For the year-ended December 31, 2014 and 2013, no impairment loss was
recognized on the equipment. The equipment is included in the Canadian Operations and U.S. Operations segments (see
note 19).
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8. PROPERTY, PLANT AND EQUIPMENT
COST
Automotive
equipment

Rental equipment
As at December 31, 2013
Capital expenditures
Divestitures
Transfers
Other
Foreign currency translation

$

$

15,830 $
2,907
(5,560)
(66)

122
9,836
223,760

(515)
354
12,950

Rental equipment

Automotive
equipment

As at December 31, 2014

As at December 31, 2012
Capital expenditures
Divestitures
Transfers
Reclassification
Foreign currency translation
Asset held for sale
Other

188,528
33,227
(3,910)
(4,043)

$

188,628
11,130
(6,083)
(8,937)

$

16,398 $
1,340
(1,971)
—

Tools & Office furniture
equipment
& fixtures
6,203
769
(2,292)
16

$

2,978
136
(541)
—

Other (1)
$

2,197
40
(340)
5

Total
$

215,736
37,079
(12,643)
(4,088)

—
83
2,656

—
50
1,952

64
10,384
246,532

Tools & Office furniture
equipment
& fixtures

Other (1)

Total

457
61
5,214

5,910
378
(503)
—

$

2,595
295
(10)
—

$

2,020
42
(22)
—

$

215,551
13,185
(8,589)
(8,937)

(109)
6,880
(2,994)

(363)
226
—

331
30
—

39
59
—

102
51
—

—
7,246
(2,994)

13
188,528

200
15,830

57
6,203

—
2,978

4
2,197

274
215,736

Rental equipment

Automotive
equipment

Tools & Office furniture
equipment
& fixtures

Other (1)

Total

As at December 31, 2013
ACCUMULATED DEPRECIATION

As at December 31, 2013
Depreciation
Divestitures
Transfers
Other
Foreign currency translation

$

(1)

9,225 $
2,302
(3,938)
(42)
—
133
7,680

Rental equipment

Automotive
equipment

3,180
833
(1,329)
12

$

—
27
2,723

1,585
579
(519)
—

$

1,724
197
(127)
—

$

73,628
23,852
(9,305)
(4,067)

—
52
1,697

—
32
1,826

23
3,301
87,432

Tools & Office furniture
equipment
& fixtures

Other (1)

Total

$

45,674
23,335
(3,654)
(8,930)
(34)
2,009
1,462
(1,954)
6
57,914

$

7,524 $
2,779
(1,211)
—
(25)
131
—
—
27
9,225

2,891
907
(375)
—
(14)
(260)
7
—
24
3,180

$

1,033
493
(7)
—
39
27
—
—
—
1,585

$

1,387
291
(6)
—
34
18
—
—
—
1,724

$

58,509
27,805
(5,253)
(8,930)
—
1,925
1,469
(1,954)
57
73,628

$

142,954
130,614
150,254

$

8,874 $
6,605
5,270

3,019
3,023
2,491

$

1,562
1,393
959

$

633
473
126

$

157,042
142,108
159,100

As at December 31, 2013
NET BOOK VALUE
As at December 31, 2012
As at December 31, 2013
As at December 31, 2014

$

23
3,057
73,506

As at December 31, 2014

As at December 31, 2012
Depreciation
Divestitures
Transfers
Reclassification
Foreign currency translation
Impairment loss
Asset held for sale
Other

57,914
19,941
(3,392)
(4,037)

Other includes land, buildings and computer hardware

Included in "Rental equipment" and "Automotive equipment" are assets under financial lease with a net carrying amount
of $286 thousand (2013 - $97 thousand) and $2.4 million (2013 - $2.9 million) respectively.
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INTANGIBLE ASSETS

COST
Customer
relationships

7,200

3,239

900

1,980

13,319

Customer
relationships

Patent and
technology asset

Non-competition
covenants

Computer
software

Total

7,200
—

$

2,652
368

$

$

900
—
—
—

900
—

$

$

1,947
35
—
(2)

Total

As at December 31, 2014

$

3,025
277
(98)
35

Computer
software

Other
Foreign currency translation

As at December 31, 2012
Capital expenditures

$

Non-competition
covenants

7,200
—
—
—

As at December 31, 2013
Capital expenditures

$

Patent and
technology asset

1,733
178

$

$

13,072
312
(98)
33

12,485
546

Transfers

—

(5)

—

—

(5)

Foreign currency translation

—

10

—

36

46

7,200

3,025

900

1,947

13,072

Customer
relationships

Patent and
technology asset

Non-competition
covenants

Computer
software

As at December 31, 2013

ACCUMULATED AMMORTIZATION

$

Divestitures
Foreign currency translation
As at December 31, 2014

7,200

2,360

900

1,649

12,109

Customer
relationships

Patent and
technology asset

Non-competition
covenants

Computer
software

Total

Impairment loss

6,899
301
—
—

As at December 31, 2013

7,200

As at December 31, 2012
Amortization
Foreign currency translation

NET BOOK VALUE
As at December 31, 2012
As at December 31, 2013
As at December 31, 2014

$

$

301
—
—

$

$

2,029
310
—
21

1,242
350
5
432

$

$

2,029

$

1,410
996
879

898
2
—
—

837
61
—
—

$

$

898

$

63
2
—

1,260
404
(45)
30

Total

7,200
—
—
—

As at December 31, 2013
Amortization

786
457
17
—

$

$

1,260

$

947
687
331

11,387
716
(45)
51

9,764
1,169
22
432
11,387

$

2,721
1,685
1,210

10. LONG-TERM ASSETS
COST
As at December 31, 2013
Transfer from assets held for sale

$

Impairment

—
2,320
(406)

As at December 31, 2014

1,914

NET BOOK VALUE
As at December 31, 2013
As at December 31, 2014
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As at December 31, 2014, the Company transferred land and building into long-term assets from assets held for sale. In
the current year, as a result of a leasing arrangement, the Company has reevaluated the classification of the assets and
determined that the assets should be reclassified as a long term asset, on the basis that the assets are no longer held for
sale.
The Company determined the recoverable amount of the land and building by using commercial rental property valuation
techniques and Level 3 market-corroborated inputs. Where available, the recoverable amounts are based on market
values, being the estimated amount for which a property could be exchanged on the date of the valuation between a
willing buyer and a willing seller in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably and willingly. A valuation by an independent valuer has not been performed. Long-term assets are
included in the U.S. Operations segment (see note 19).
During the year-ended December 31, 2014, the Company recognized no direct operating costs related to its long-term
assets and no rental income was earned. Subsequent to the transfer of the land and building from assets held for sale, the
property was revalued to its recoverable amount and a loss of $0.4 million (2013 - $0.7 million) has been recognized in
the Company's statement of consolidated income in impairment loss.

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 19. As at December 31, 2014, 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 2014 or 2013.
As at December 31,
2014
Canadian Operations
U.S. Operations

$

7,675

As at December 31,
2013
$

7,675

9,602

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, 2014, 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.
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 2014 was
determined similarly as in 2013. 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 2014 are as follows:

Gross margin
Growth rate

As at December 31,
2014
32% - 48%
3% - 13%

As at December 31,
2013
14% - 52%
3% - 12%

Discount rate

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.
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12. BANK INDEBTEDNESS
On September 30, 2014, the Company amended its syndicated credit facility, by lowering standby rates charged on the
undrawn portion of the committed facility and extending the maturity date to September 30, 2017.
The Company’s syndicated banking facility consists of an operating facility with a maximum principal amount of $15.0
million CAD, $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. As at December 31, 2014, the Company had access to the entire $110.0 million credit facilities.
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 at December 31, 2014, the interest rate on the syndicated
credit facility is bank prime plus 0.75% on prime rate advances and at the prevailing rate plus a stamping fee of 1.75% on
bankers’ acceptances. The syndicated credit facility matures on September 30, 2017. For the year-ended December 31,
2014, the overall effective rate on the operating facility was 4.16% (2013 - 4.01%). At December 31, 2014, $0.8 million
(2013 - $1.9 million) was drawn on the operating facility. All bank covenants are in compliance as at December 31,
2014.

13. OBLIGATIONS UNDER FINANCE LEASE

Equipment under finance lease
Current portion

$

As at December 31,
2014
1,851
882

Long-term portion

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

969

Minimum lease payments for equipment under finance lease for the next five years are as follows:

2014
2015
2016
2017
2018 and thereafter
Total minimum lease payments
Less: Amounts representing future interest at annual rates between 3% and 7%

$

December 31,
2014
—
965
874
137
—
1,976
(125)
1,851

$

December 31,
2013
1,993
441
363
22
—
2,819
(162)
2,657

14. LONG-TERM DEBT

Revolving facility
Current portion
Long-term portion

Strad Energy Services Ltd.

As at December 31, As at December 31,
2014
2013
$
36,000
$
38,500
—
—
36,000

38,500
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On September 30, 2014, the Company amended its syndicated credit facility, by lowering standby rates charged on the
undrawn portion of the committed facility and extending the maturity date to September 30, 2017.
As at December 31, 2014, the Company had access to the maximum available $85.0 million revolving facility (see note
12) of which $36.0 million was drawn. Required monthly payments are interest only with the principal due September
30, 2017. The overall effective rate on the revolving facility at December 31, 2014, was 3.44% (2013 – 3.51%).

15. 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, 2014, there are no Class B, C, D, E or F shares outstanding.
B)

ISSUED AND OUTSTANDING

Balance, beginning of period
Share-purchase loans - repayment

Year-ended December 31,
2014
Number of
shares
Amount $
37,251,301
117,824
—
439

Year-ended December 31,
2013
Number of
shares
Amount $
37,251,301
117,462
—
516

Share-purchase loan - issuance
Interest on share-purchase loans
Exercise of options
Total common shares, end of period

—
—
27,899
37,279,200

—
—
—
37,251,301

C)

(25)
(22)
135
118,351

(130)
(24)
—
117,824

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,
2014

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

As at December 31,
2013

Outstanding
options

Weighted average
exercise price

Outstanding
options

Weighted average
exercise price

2,326,834
656,000
(356,978)
(145,000)
(28,994)
(212,688)
2,239,174

$3.80
$3.71
$3.70
$4.00
$4.32
$3.73
$3.78

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

$3.99
$3.42
$2.50
$6.50
$4.21
$1.08
$3.80

For the year-ended December 31, 2014, the weighted average share price on exercises was $4.63 (2013 - $3.15).
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Details of the exercise prices and expiry dates of options outstanding and exercisable as at December 31, 2014, are
as follows:
As at December 31, 2014
Exercise price

Weighted
Outstanding average exercise
options
price

Remaining
contractual life
(years)

Vested options

Remaining
Weighted
contractual life average exercise
(years)
price

$2.50 - $3.99

1,295,672 $

3.35

3.15

405,965

1.88

$

2.87

$4.00 - $4.99

860,502 $

4.30

1.80

652,652

1.63

$

4.26

$5.00 - $5.99

83,000 $

5.09

2.44

55,333

2.44

$

5.09

2,239,174 $

3.78

$

3.79

1,113,950
As at December 31, 2013

Exercise price

Weighted
Outstanding average exercise
options
price

Remaining
contractual life
(years)

Vested options

Remaining
Weighted
contractual life average exercise
(years)
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

The Company recognized compensation expense of $480 thousand during the year-ended December 31, 2014,
(2013 - $590 thousand). During the year-ended December 31, 2014, the fair value of options granted were
calculated based on the Black-Scholes option pricing model with the following assumptions: risk free interest rate 1.61%, expected volatility - 41%, forfeiture rate - 14% and an expected quarterly dividend of 5.5 - 7.0 cents per
share.
D)

CONTRIBUTED SURPLUS

Balance, beginning of year
Share-based payments expense
Exercise of options
Other
Balance, end of period

E)

$

Year-ended
December 31, 2014
11,612
480
(335)
—
11,757

$

Year-ended
December 31, 2013
11,016
590
(48)
54
11,612

PER SHARE AMOUNTS

Basic weighted average shares outstanding
Dilutive effect of stock options
Dilutive effect of share-purchase loans
Diluted weighted average shares
outstanding

Strad Energy Services Ltd.

Year-ended
December 31, 2014
36,788,819
330,657
472,409
37,591,885

Year-ended
December 31, 2013
36,611,597
109,571
639,704
37,360,872
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DIVIDEND PAYABLE

On January 10, 2014, and April 11, 2014, the Company paid a dividend of 5.5 cents per share. On July 11, 2014,
and October 10, 2014, the Company paid a dividend of 7.0 cents per share. On November 4, 2014, the Company’s
Board of Directors declared a dividend payable on January 9, 2015, to shareholders of record at the close of
business on December 31, 2014.

16. INCOME TAX

Current income tax expense
Deferred income tax expense (recovery)
Income tax expense (recovery)

Year-ended
December 31, 2014
$
2,397
6,022
8,419

Year-ended
December 31, 2013
$
1,403
(1,787)
(384)

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, 2014
Net income from operations before income taxes
Income taxes at statutory rate (2014 - 25%, 2013 - 25%)
Permanent differences
Adjustments related to filed and amended tax returns
Foreign tax rate differential
Change in income tax rates
Other
Income tax expense (recovery)

$

31,416
7,853
(672)
(146)
1,258
21
105
8,419

Year-ended
December 31, 2013
$

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

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
Long-term assets
Intangible assets
Allowance for doubtful accounts
Prepaids and accruals
Share-based payments
Share issue costs
Lease obligations
Loss carry-forwards
Other
Deferred tax liability -net

As at December 31,
2014
$
(31,745)
432
(82)
415
(319)
163
74
159
16,260
520
(14,123)

As at December 31,
2013
$
(30,477)
—
(433)
250
(234)
135
262
386
22,181
297
(7,633)

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 $16.3 million
(2013 - $22.2 million) in respect of losses amounting to $36.3 million (2013 - $57.7 million) that can be carried forward
against future taxable income and are due to expire between 2028 and 2033.

Strad Energy Services Ltd.

| 50

2014 Annual Report

Notes to the Consolidated
Annual Financial Statements

17. COMMITMENTS AND CONTINGENCIES
The Company has operating lease commitments for equipment and buildings for the next five years as follows:
December 31,
2014
4,619
3,627
2,714
1,859
4,497
17,316

2015
2016
2017
2018
2019 and thereafter

December 31,
2013
3,791
3,171
2,333
1,601
4,349
15,245

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.

18. 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

$

December 31,
2014
(12,973)
(1,612)
31
40
350
9,302
(526)
—
1,579
—

$

December 31,
2013
(2,151)
6,234
607
1,486
1,044
1,159
625
(1,492)
—
(3,813)

Changes in items of non-cash working capital

(3,809)

3,699

Changes in items of non-cash working capital - investing
Changes in items of non-cash working capital - financing
Changes in items of non-cash working capital - operating

1,741
317
(5,867)

(7,657)
362
10,994

Changes in items of non-cash working capital

(3,809)

3,699

19. 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.
Year-ended December 31, 2014
Revenue
Depreciation and amortization
Net interest expense
Finance fees

$

Canadian
U.S.
Operations
Operations Product Sales
97,853 $
73,840 $
48,091 $
9,256
14,287
616
78
167
40
—
—
—

Earnings (loss) before income tax
Income tax expense
Capital expenditures (1)
Long-term assets
Goodwill
Total assets

Year-ended December 31, 2013
Revenue
Depreciation and amortization
Net interest expense
Finance fees

$

9,707
3,673

5,208
954

(2,750)
282

31,416
8,419

22,707
—
7,675
114,646

14,330
1,914
9,602
120,917

26
—
—
505

16
—
—
1,391

37,079
1,914
17,277
237,459

Earnings (loss) before income tax
Income tax (recovery) expense

Goodwill
Total assets
(1)

Total
219,784
24,568
2,172
259

19,251
3,510

Canadian
U.S.
Operations
Operations Product Sales
70,452 $
54,225 $
64,897 $
15,187
12,434
798
178
603
67
—
—
—

Capital expenditures (1)

Corporate
— $
409
1,887
259

Corporate
— $
555
2,106
319

Total
189,574
28,974
2,954
319

1,607
490

229
(1,751)

8,910
729

(5,758)
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

Capital expenditures do not include purchases of intangible assets.

REVENUE BY GEOGRAPHY
Year-ended December 31,
2014
$
144,712
75,072
219,784

Canada
U.S.
Total

As at December 31,
2014

Canada
U.S.
Total

Capital assets
& goodwill
Other assets
$
83,594 $
32,947 $
93,993
26,925
177,587
59,872

Strad Energy Services Ltd.

Total assets
116,541
120,918
237,459

Year-ended December 31,
2013
$
131,398
58,176
189,574
As at December 31,
2013

Capital assets
& goodwill
Other assets
$
75,325 $
27,666 $
85,745
19,184
161,070
46,850

Total assets
102,991
104,929
207,920
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During the year-ended December 31, 2014, the Product Sales segment had intercompany sales of $0.4 million (2013 $2.0 million) to the Canadian Operations segment, and $6.4 million (2013 - $2.5 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.

20. 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, and finance leases.

Bank indebtedness
Long-term debt
Finance leases

As at December 31,
As at December 31,
2014
2013
$
826 $
1,879
36,000
38,500

Total debt
Total equity

1,851
38,677
145,492

2,657
43,036
128,849

Total capitalization

184,169

171,885

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, 2014, the Company is in
compliance with respect to these covenants.

21. FINANCIAL INSTRUMENTS
The Company’s financial instruments consist of trade receivables, deposits, bank indebtedness, accounts payable and
accrued liabilities, long-term debt, obligations under finance lease, and dividend 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.
Counterparty credit risk is managed through established credit management techniques, including conducting financial
and other assessments to establish and monitor a counterparty's creditworthiness, setting credit limits and monitoring
exposures against these limits. The Company monitors and manages its concentration of counterparty credit risk on an
ongoing basis. The Company believes these measures minimize its counterparty credit risk but there is no certainty that
they will protect it against all material losses. As at December 31, 2014, the Company assessed the collectability of the
accounts receivable over 90 days outstanding and determined the accounts to be collectible.
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As at December 31,
As at December 31,
2014
2013
$
35,010 $
25,857
8,783
5,531
2,339
3,168
2,410
1,013

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

48,542

35,569

As at December 31, 2014, the Company had an allowance for doubtful accounts of $1.0 million (2013 - $0.7 million)
with respect to potentially uncollectible accounts. The Company has significant exposure to one customer that accounted
for 11% (2013 -10%) of revenue from operations for the period ended December 31, 2014. No other customers
accounted for more than 10% of revenue from 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 receivables. None of these financial assets, other than the $1.0 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:
2015
Less than 1 year
Accounts payable and accrued liabilities $
Bank indebtedness (1)
Long-term debt (1)
Obligations under finance lease (1)
Dividends payable
Total
(1)

34,705 $
861
1,237
965
2,609
40,377

2016
1 – 2 years
— $
—
1,237
874
—
2,111

2017
2 - 3 years
— $
—
37,237
137
—
37,374

2018
3 – 4 years
—
—
—
—
—
—

2019
4 – 5 years
$

—
—
—
—
—
—

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. For the year-ended December 31, 2014, 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 $49
thousand (2013 - $27 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.
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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, 2014, if interest rates had been 1% lower with all other variables constant, after tax net earnings for
the period would have been approximately $355 thousand higher (2013 - $400 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, 2014.

22. FAIR VALUE MEASUREMENT
Fair values of financial assets and liabilities
The Company’s financial instruments consist of trade receivables, note receivable, deposits, bank indebtedness, accounts
payable and accrued liabilities, long-term debt, obligations under finance lease, and dividends payable. The fair value of
trade receivables, bank indebtedness, accounts payable and accrued liabilities, 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,
As at December 31,
2014
2013
Fair value amount
Carrying amount Fair value amount
Carrying amount
Loans and receivables:
Trade receivables
Deposits
Note receivable
Financial liabilities:
Bank indebtedness
Accounts payable and accrued liabilities
Long-term debt
Obligations under finance lease
Dividends payable

$

48,542 $
721
—

48,542
721
—

826
34,705
36,000
1,851
2,609

826
34,705
36,000
1,851
2,609

$

35,569 $
557
350

35,569
557
350

1,879
25,403
38,500
2,657

1,879
25,403
38,500
2,657

2,050

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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23. 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:

December 31, 2014
Salaries and short-term employee benefits
Share-based payments
Termination payments

ii)

$

For the year-ended
December 31, 2013

2,826 $
263
264
3,353

2,454
269
114
2,837

Loans to key management

The share purchase loans outstanding with key management are shown below:

December 31, 2014
Opening balance
Share purchase loans issued
Repayment of share purchase loan
Interest charged
Interest paid

$

For the year-ended
December 31, 2013

1,467 $
—
(421)
22
(18)

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

1,050

Certain key management personnel have loans outstanding totaling $1.1 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 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, 2014, there were no loan advances made to key management (year-ended
December 31, 2013 - $99 thousand) and loan principal repayments of $421 thousand were received (year-ended
December 31, 2013 - $459 thousand).
For the year-ended December 31, 2014, interest of $22 thousand was charged by the Company on loans to key
management (year-ended December 31, 2013 - $25 thousand) and interest repayments of $18 thousand were received
(year-ended December 31, 2013 – $43 thousand).

24. EMPLOYEE BENEFITS EXPENSE
Included in Operating expenses and Selling, general and administration are the following employee benefits expense:

Year-ended
December 31, 2014
Salaries and short-term employee benefits

$

Year-ended
December 31, 2013

37,345 $

36,517

The Company does not have a pension plan. For the year-ended December 31, 2014, terminations payments of $601
thousand (2013 - $156 thousand) were included in 'Selling, general and administration'.
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25. IMPAIRMENT LOSS
Year-ended
December 31, 2014
Intangible assets - Corporate segment

$

—

Year-ended
December 31, 2013
$

432

—

846

Equipment - U.S. Operations segment

406

623

Impairment loss

406

1,901

Equipment - Canadian Operations segment

Intangible assets
During the year-ended December 31, 2013, 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 9).
Equipment
During the year-ended December 31, 2013, it was determined that the carrying amount of certain equipment was not
recoverable as identical assets were sold during the year-ended December 31, 2013, 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 3 input.
Land and building
During the year-ended December 31, 2014, the land and building transferred from assets held for sale was revalued to its
recoverable amount and a loss on revaluation has been recognized in the Company's consolidated statement of income in
impairment loss (see note 10).

26. COMPARATIVE FIGURES
Certain comparative figures have been reclassified to conform with the financial statement presentation adopted for the
current year.
During the first quarter of 2014, Management completed a comprehensive review of the Company’s definition of selling,
general and administration expenses. The review gave consideration to employees who were previously classified in
selling, general and administration and the job functions those individuals were performing for the Company. As a result
of this review, management determined that a portion of these employees perform functions which are more closely
related to the operations of the business and reclassified the respective costs to operating expenses in the current year.
Management has reclassified $2.0 million and $7.0 million of selling, general and administration costs to operating
expenses for the three and twelve months ended December 31, 2013, respectively.
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