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MESSAGE TO SHAREHOLDERS
Dear Fellow Shareholders:

2016 IN REVIEW
In 2016, Strad continued to persevere through one of the worst downturns in North
American energy industry history. The continued declines in crude oil prices combined
with low natural gas prices made for another year with significantly reduced producer
capital spending programs.
The majority of our oil and gas customers continued through 2016 with limited drilling
and completions budgets, which resulted in historically low oilfield activity levels in
Canada and the United States. For the few customers that did remain active, the
constrained climate resulted in significant pricing pressure. Despite the challenging times
in the oilfield sector, I am pleased to report that we maintained or gained market share
throughout our North American operating regions.
During 2016, we continued our revenue diversification strategy by expanding our
exposure into energy infrastructure related projects in the pipeline, power transmission and facilities construction
sectors. Our energy infrastructure customer vertical ended the year contributing 44% of Strad’s total revenue.
On August 31, 2016, Strad completed the acquisition of Redneck Oilfield Services Ltd. and Raptor Oilfield Services
Ltd. which contributed approximately 8% of overall Canadian Operations revenue in 2016. This transaction also
created a stronger, more diverse rental platform to better service customers in the Montney and Duvernay plays,
offering one of the newest and most diverse rental equipment fleets from key locations in Fort St. John, Dawson
Creek, British Columbia, and Grande Prairie, Alberta. In addition, Strad is very pleased to add the people talent from
these companies to our team.
Also in 2016, Strad saw changes to its board of directors with the retirement of three directors following many years
of dedicated service. New members welcomed to our board this year, included: Lyle Wood, Tom Alford, and Craig
Hruska; as well in early 2017, we welcomed Mick McNulty.
Despite the challenges through the year, Strad is proud of its balance sheet and right-sized cost structure designed to
endure the cyclical nature of our business. For the year, Strad finished in a healthy position with total revenue of $72.4
million and EBITDA of $4.4 million. We’ve always said that Strad is built on a solid foundation and I am proud to
say, that through the most challenging of times, our people, our strong corporate values, along with quality assets,
have endured.

OUTLOOK FOR 2017
At the end of 2016, Strad noted that industry sentiment had slightly improved. Customers responded with increased
capital spending at the start of the year translating into an increase in rig activity. Unfortunately, pricing for equipment
and services continued to be squeezed through the winter drilling season, but our aim into 2017 is to raise pricing on
higher demand product lines and services.
Our greater strategy as a company through the upcoming year continues to be focussed on developing three key
strategic priorities including: 1) continued growth of the energy infrastructure customer vertical, 2) maintaining our
lean cost structure, and 3) continued focus on increasing our size and scale.
In February, Strad took steps to increase our size and scale with the announcements of a $15.0 million equity
financing, the acquisition of Got Mats?, a private matting company located in Manitoba, and the addition of two more
Strad Energy Services Ltd.
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private companies that provide surface equipment rentals located in Fort St. John, British Columbia. These
transactions move Strad in the direction of its outlined strategic priorities.
Strad remains cautiously optimistic as we head into 2017 as the industry does show small signs of improvement over
the previous year’s activity levels. The challenge remains that there is limited visibility on a recovery timeline and we
need to continue managing our cost structure to continue realizing our efficiency gains from the last two years.
Overall, we feel Strad is well positioned for the future with a focus on two key product segments, surface equipment
and matting, that are being offered to two countries, Canada and the United States, to two diversified customer bases
within upstream oil and gas as well as energy infrastructure (pipeline, power transmission as well as facilities
construction). Our focus on diversification through product segments, geographies and customer bases will only
further work to position the company to be flexible to meet upcoming market conditions and future business
opportunities.
Industry conditions have been challenging during the last two years, but our team continues to be proud of the work
we do within the economy’s limited activity levels. We are proud to have Strad enter 2017 continuing in a strong
position due to our financial stability, flexible operating cost structure, and experienced management team.
In closing, I would like to personally thank all the retiring directors for their service and dedication to Strad over the
years: Barry R. Giovanetto, James McCallum, and especially founder and former CEO and Chairman, Henry van der
Sloot.
I would like to thank all of our customers, employees and shareholders for their support through 2016. The last several
years have brought many challenges, but we look forward to 2017 and are committed to building a profitable and
longstanding company.

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 is a North American energy services company that provides rental equipment and
matting solutions to the oil and gas and energy infrastructure sectors. The customer
segments Strad supports focus on upstream oil and gas (drilling and completions) and
energy infrastructure (pipelines, power transmission, and facilities construction).
Strad focuses on providing complete customer solutions in Canada and the United
States. 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.

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, wellsite trailers 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 wellsite needs. Strad’s Surface Equipment product line also supports energy
infrastructure work in the area of lighting, power supply and fluid
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
and mobile mat washing and bleaching facilities. 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.
SOLIDS CONTROL & WASTE MANAGEMENT
Solids Control and Waste Management offers closed-loop, zero discharge systems to the well-site and supports
customers with drill cuttings management. With solids control being a vital part to the 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. Our team is experienced and ready to
support the next project, whatever the need.
ECOPOND®
EcoPond® is Strad’s frac-water storage product line. 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 was
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 28, 2017, 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 year-ended December 31, 2016, 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, 2016, and the accompanying notes thereto. Strad's financial
statements were prepared in accordance with International Financial Reporting Standards, as issued by the International
Accounting Standards Board. Strad’s class A 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 the year-ended December 31, 2016, may be found under the Company's profile
on the System for Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com.

SELECTED FINANCIAL AND OPERATIONAL HIGHLIGHTS:
•

Fourth quarter adjusted EBITDA(1) of $4.8 million increased 91% compared to $2.5 million for the same period in
2015. Fourth quarter revenue increased 24% to $27.3 million compared to $22.0 million for the same period in 2015;

•

Adjusted EBITDA for the year-ended December 31 2016, decreased 75% to $4.4 million compared to $17.4 million
for the same period in 2015. Adjusted EBITDA normalized for transaction and severance costs of the year-ended
December 31, 2016, would otherwise be $6.6 million. Revenue for the year-ended December 31 2016, decreased
35% to $72.4 million compared to $111.5 million for the same period in 2015;

•

Fourth quarter loss per share decreased to $(0.06) from $(0.23) for the same period in 2015. For the year-ended
December 31, 2016, loss per share decreased to $(0.41) from ($0.82). Earnings per share for the year-ended
December 31, 2016, excluding transaction and severance costs would otherwise have been $(0.36);

•

Total funded debt(2) to EBITDA(3) ratio was 3.2 to 1.0 at December 31, 2016;

•

Capital additions totaled $0.9 million during the fourth quarter of 2016 and $4.8 million for the year-ended
December 31, 2016;

•

On February 7, 2017, the Company announced that it had closed the bought deal financing with a syndicate of
underwriters. A total of 8,928,572 Class A shares ("common shares") of the Company, including 1,164,596 common
shares pursuant to the exercise in full of the over-allotment option granted to the Underwriters, were issued at a price
of $1.68 per common share for gross proceeds of approximately $15 million. Estimated share issues costs were $1.0
million;

•

On February 15, 2017, the Company closed the strategic acquisition of Got Mats?, located in Elkhorn, Manitoba.
Consideration of $4.5 million was paid, consisting of $1.0 million of cash, and the issuance of 2,143,375 class A
common shares, valued at the closing February 15, 2017, share price of $1.65; and

•

On February 22, 2017, the Company closed the acquisition of two private companies, located in Fort St. John,
British Columbia. Consideration of $2.8 million was paid, consisting of $1.75 million of cash, and the issuance of
561,798 class A common shares, valued at the closing February 22, 2017, share price of $1.83 per share.

Notes:
(1) Earnings before interest, taxes, depreciation and amortization and other adjustments (“adjusted EBITDA”) is not a recognized measure under IFRS; see “Non-IFRS
Measures Reconcilitaion”.
(2) Funded debt includes bank indebtedness plus long-term debt plus current and long-term obligations under finance lease.
(3) EBITDA is based on trailing twelve months adjusted EBITDA plus share based payments, plus severance and transaction costs.

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

Three months ended December

Year-ended December 31,

2016

2015

% Chg.

2016

2015

27,263

21,972

24

72,378

111,548

(35)

4,782
18%

2,500
11%

91

4,444
6%

17,432
16%

(75)

58,69
27%

Per share ($), basic

0.10

0.07

43

0.11

0.47

(77)

1.60

Per share ($), diluted

0.10

0.07

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

Net (loss) income
Per share ($), basic
Funds from operations
Per share ($), basic

2014
219,7
84

43

0.11

0.47

(77)

1.56

(63)

(16,803)
(0.41)

(30,361)
(0.82)

(45)

22,997
0.63

(0.41)

(0.82)

Per share ($), diluted
(2)

% Chg.

0.61

5,476
0.11

7,127
0.19

(23)
(42)

8,310
0.20

23,014
0.62

(64)
(68)

56,742
1.54

Per share ($), diluted

0.11

0.19

(42)

0.20

0.62

(68)

1.51

Capital expenditures(3)

884

1,328

(33)

4,755

9,606

(50)

42,715

—
—

—
—

—
—

—
—

7,827
0.21

(100)

9,875
0.26

Dividends declared
Dividends declared per share ($)
Total assets

185,321

169,206

10

185,321

169,206

10

237,459

Long-term debt

26,501

15,500

71

26,501

15,500

71

36,000

Total long-term liabilities

37,023

22,264

66

37,023

22,264

66

Common shares - end of period ('000's)
Weighted avg common shares ('000's)

48,379

37,280

48,379

37,280

37,279

Basic

47,984

36,919

40,626

36,916

36,789

Diluted

47,984

36,919

40,626

36,916

37,592

51,107

Notes:
(1) Earnings before interest, taxes, depreciation and amortization and other adjustments (“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) Includes assets acquired under finance lease and purchases of intangible assets.

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 diversified 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 including pipelines and power
transmission. Geographically, the Company has expanded its base beyond the Western Canadian Sedimentary Basin
(“WCSB”) into resource plays in the United States (“U.S.”), namely the Marcellus in Pennsylvania, the Bakken in North
Dakota, and selected areas within the western United States Rockies. As of December 31, 2016, the Company has 23 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 24% and 91% respectively, during the three months ended
December 31, 2016, compared to the same period in 2015. Increased revenue during the fourth quarter was a result of improved
equipment utilization in Canada as well as increased product sales in Canada. The acquisition of Redneck Oilfield Services Ltd.
("Redneck") and Raptor Oilfield Services Ltd. ("Raptor") collectively the "Redneck Acquisition," contributed approximately
20% in overall revenue to Canadian Operations. This was offset by a reduction in rig activity levels in Canada and the US yearover-year. Adjusted EBITDA margin percentage increased to 18% compared to 11% in the prior year due to the increase in
overall revenue and lower selling, general and administration costs.
Strad’s Canadian Operations reported a increase in revenue of 43% and adjusted EBITDA of 27% compared to the same period
in 2015. Increased revenue was a result of higher utilization rates and the inclusion of the Redneck acquisition, offset by a
decrease of 1% in the average drilling rig count to 171 rigs during the fourth quarter of 2016 compared to 173 for the same
period in 2015.
Strad's U.S. Operations reported a decrease in revenue of 40% and adjusted EBITDA decrease of 88% compared to the same
period in 2015. Rig counts in Strad’s targeted U.S. resource plays were also lower year-over-year compared to the same period
in 2015. Rig counts in the Bakken, Rockies and Marcellus regions decreased by 47%, 24%, and 14%, respectively, year-overyear.
Strad's Product Sales operations reported an increase of revenue of 155% primarily the result of an increase in equipment sales
relating to the Company's rental fleet.
During the fourth quarter of 2016, capital expenditures were $0.7 million in Canada and $0.2 million in the U.S. For the yearended December 31, 2016, capital expenditures were $3.4 million in Canada and $1.4 million in the U.S.
OUTLOOK
The improvement in customer sentiment we noted during the third quarter continued into the fourth quarter and was further
supported by OPEC’s decision to limit production in an effort to stabilize oil prices. This improved outlook resulted in an
increase in drilling activity and a corresponding increase in utilization of our equipment fleet during the fourth quarter
compared to the third quarter of 2016. Our Canadian Operations segment fourth quarter results reflect the first full quarter of
revenue and adjusted EBITDA contribution from Redneck following the closing of the acquisition on August 31, 2016. We
focused on integrating Redneck into Strad during the fourth quarter and as a result we have realized over half of the $1.0
million in annual synergies we expect to generate upon full integration of the Redneck business.
Stabilizing commodity prices have led to increased capital spending in 2017 as is being reflected in the North American rig
counts during the first quarter. However, pricing for our equipment and services continues to remain challenging in the market
despite increased demand in all of our key operating regions. We are focused on increasing pricing in 2017 on certain products
lines and services which are in high demand.
Since the third quarter, we have continued to progress on our three key strategic priorities being continued growth of the energy
infrastructure customer vertical, continued focus on increasing our size and scale and maintaining our lean cost structure.
Energy infrastructure revenue was 41% and 44% of total revenue for the three months and year-ended December 31, 2016, and
we expect this customer vertical to contribute meaningfully to our top-line in 2017. The majority of Strad's energy
infrastructure related work continues to be wood access matting related and focused in western Canada. We are continuing to
focus on the energy infrastructure market in the U.S.
Subsequent to year-end we took additional steps to increase our size and scale including the announcement of a $15.0 million
equity financing and the addition of Got Mats?, a private company located in Manitoba, and two private companies that provide
surface equipment rentals and are located in Fort St. John, British Columbia. The equity financing further strengthened our
balance sheet and provided growth capital that can be used for both organic growth and acquisitions in 2017 and beyond. The
addition of Got Mats?, a matting company located in southwestern Manitoba provides a platform for growing our business
further east in Canada by leveraging existing customer relationships with energy infrastructure and oil and gas customers in
southwestern Manitoba and southeastern Saskatchewan. The addition of the two private companies in Fort St. John continues to
create a stronger, more diverse rental platform for Strad to better service customers focused in the Montney and Duvernay plays
of north east British Columbia and north west Alberta.
Strad Energy Services Ltd.
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We are continuing to approach 2017 with caution and a focus on managing our cost structure as activity levels increase to
ensure the efficiencies we gained over the past two years are maintained when the recovery eventually takes hold. Maintaining
our balance sheet strength and financial flexibility is key to ensuring we are positioned to take advantage of further
opportunities.

RESULTS OF OPERATIONS
CANADIAN OPERATIONS

($000’s)
Revenue
Operating expenses
Selling, general and administration
Share based payments
Net (loss) income
Adjusted EBITDA(1)
Adjusted EBITDA as a % of revenue
Capital expenditures(2)
Gross capital assets
Total assets

Three months ended December 31,
2016
2015
% chg.
17,136
12,527
1,178
35
(419)
3,396
20%

11,971
7,656
1,637
—
(1,484)
2,677
22%

43
64
(28)

716
177,140
111,260

229
116,010
74,837

213

(72)
27

49

2016

Year-ended December 31,
2015
% chg. chg.

44,275
32,084
4,953
103
1,532
7,135
16%

58,308
38,304
7,203
77
(8,616)
12,728
22%

3,188
177,140
111,260

5,904
116,010
74,837

(24)
(16)
(31)
(118)
(44)

(46)
49

Notes:
(1) Earnings before interest, taxes, depreciation and amortization and other adjustments (“adjusted EBITDA”) is not a recognized measure under IFRS; see “Non
IFRS Measures Reconciliation.”
(2) Includes assets acquired under finance lease .

Revenue for the three months ended December 31, 2016, of $17.1 million increased 43% compared to $12.0 million for the
same period in 2015. Increased revenue was primarily a result of higher rental revenue from the matting fleet due to an increase
in utilization, in addition to the inclusion of results from the Redneck Acquisition contributed approximately 20% of overall
revenue in the three months ended December 31, 2016. This was offset by a 1% decline in rig counts in Canada during the three
months ended December 31, 2016.
During the fourth quarter, revenue from energy infrastructure projects was approximately $10.4 million or 61% of total revenue
for Canada Operations. As at December 31, 2016, Strad’s matting rental fleet increased to approximately 57,000 pieces
compared to 51,300 as at December 31, 2015. The Canadian surface equipment fleet increased to 3,400 pieces compared to
2,600 pieces as at December 31, 2015. During the fourth quarter of 2016, utilization rates for Strad's Canadian matting and
surface equipment fleets changed by 27% and 17% compared to the fourth quarter of 2015. Matting utilization increased due to
energy infrastructure projects.
Adjusted EBITDA for the three months ended December 31, 2016, of $3.4 million, increased 27% compared to $2.7 million for
the same period in 2015. Adjusted EBITDA as a percentage of revenue, for the three months ended December 31, 2016,
decreased to 20% compared to 22% for the same period in 2015.
Revenue for the year-ended December 31, 2016, of $44.3 million, decreased 24% compared to $58.3 million for the same
period in 2015. Decreased pricing and utilization as a result of lower drilling activities during the first six months of 2016 were
the primary driver of lower revenue year-over-year. The Redneck Acquisition contributed approximately 9% of overall revenue
for the year-ended December 31, 2016. Revenue from energy infrastructure projects was approximately $30.4 million or 61%
of total revenue from Canadian Operations.
Adjusted EBITDA for the year-ended December 31, 2016, of $7.1 million, decreased 44% compared to $12.7 million for the
same period in 2015. Adjusted EBITDA as a percentage of revenue, for the year-ended December 31, 2016, was 16%
compared to 22% for the same period in 2015.

Strad Energy Services Ltd.
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Operating expenses for the three months and year-ended December 31, 2016, of $12.5 million and $32.1 million increased 64%
and decreased 16% respectively compared to $7.7 million and $38.3 million for the same period in 2015. The increase in
operating expenses during the fourth quarter of 2016 is a result of the increase in activity.
SG&A for the three months and year-ended December 31, 2016, of $1.2 million and $5.0 million respectively decreased 28%
and 31% compared to $1.6 million and $7.2 million for the same period in 2015. SG&A costs decreased due to cost reductions
implemented by management including staff reductions, wage roll backs and reductions in discretionary spending.
U.S. OPERATIONS

($000’s)

Three months ended December 31,
2016
2015
% chg.

Revenue
Operating expenses
Selling, general and administration
Share based payments
Net (loss) income
Adjusted EBITDA(1)
Adjusted EBITDA as a % of revenue

4,704
3,574
991
(1)
(3,296)
140
3%

7,875
5,523
1,184
4
(5,195)
1,148
15%

(40)
(35)
(16)

Capital expenditures(2)
Gross capital assets
Total assets

168
142,295
70,848

1,098
154,570
89,236

(85)
(8)
(21)

(37)
(88)

2016

Year-ended December 31,
2015
% chg.

14,955
12,422
4,346
33
(16,403)
(1,846)
(12)%

40,083
26,705
5,920
9
(17,388)
7,450
19%

1,382
142,295
70,848

3,551
154,570
89,236

(63)
(53)
(27)
(6)
(125)

(61)
(8)
(21)

Notes:
(1) Earnings before interest, taxes, depreciation and amortization and other adjustments (“adjusted EBITDA”) is not a recognized measure under IFRS; see “Non-IFRS Measures
Reconciliation.”
(2) Includes assets acquired under finance lease.

Revenue for the three months ended December 31, 2016, decreased 40% to $4.7 million from $7.9 million for the same period
in 2015. The decline in revenue is due to a combination of lower rental fleet utilization rates and average pricing, offset by a
strengthened U.S. dollar when compared to the same period in 2015. During the fourth quarter of 2016, utilization rates for
Strad’s U.S. matting, surface equipment and solids control fleets changed by (38)%, 3%, and (41)%, respectively, compared to
the same period in 2015. Both utilization and price declines year-over-year are the result of a decline in rig counts across all
Strad’s targeted resource plays in the U.S. Average rig counts declined in the Bakken, Rockies and Marcellus regions by 47%,
24%, and 14%, respectively, during the fourth quarter of 2016 compared to the same quarter in 2015.
A slight increase in the matting fleet year-over-year partially offset declines in utilization rates and average pricing. The U.S.
matting fleet increased by 1,800 pieces to 14,400 as at December 31, 2016, compared to 12,700 pieces as at December 31,
2015. The U.S. surface equipment fleet was consistent year-over-year at 2,000 pieces. Strad’s U.S. solids control fleet
increased by three centrifuges to a total of 53 as at December 31, 2016, compared to 50 centrifuges as at December 31, 2015.
Adjusted EBITDA for the three months ended December 31, 2016, decreased 88% to $0.1 million compared to $1.1 million for
the same period in 2015. Adjusted EBITDA as a percentage of revenue, for the three months ended December 31, 2016, was
3% compared to 15% for the same period in 2015. The decrease in both adjusted EBITDA and adjusted EBITDA as a
percentage of revenue is primarily due to the decline in revenue compared to the same period in 2015.
Revenue for the year-ended December 31, 2016, decreased 63% to $15.0 million compared to $40.1 million for the same period
in 2015. The year-over-year decrease in revenue was driven by decreased utilization of Strad’s matting, solids control and
surface equipment fleets, in conjunction with the decrease in pricing.
Adjusted EBITDA for the year-ended December 31, 2016, decreased 125% to $(1.8) million compared to $7.5 million for the
same period in 2015. Decreased adjusted EBITDA was due to lower revenue compared to the same period in 2015. Adjusted
EBITDA as a percentage of revenue for the year-ended December 31, 2016, was (12)% compared to 19% for the same period
in 2015.
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Operating expenses for the three months and year-ended December 31, 2016, of $3.6 million and $12.4 million, respectively,
decreased 35% and 53% compared to $5.5 million and $26.7 million for the same period in 2015. The decline in operating
expenses during the fourth quarter of 2016 is a result of lower activity levels compared to the prior year and a reduction in staff.
A portion of the Company's operating expenses are fixed, thus the percentage decline is lower for operating expenses compared
to revenue.
SG&A costs for the three months and year-ended December 31, 2016, of $1.0 million and $4.3 million, respectively, decreased
16% and 27% compared to $1.2 million and $5.9 million for the same period in 2015. SG&A costs decreased due to cost
reductions implemented by management including staff reductions, wage roll backs and reductions in discretionary spending.
PRODUCT SALES
($000’s)

Three months ended December 31,
2016
2015
% chg.

2016

Year-ended December 31,
2015
% chg.

Revenue
Operating expenses
Selling, general and administration
Net (loss) income
Adjusted EBITDA(1)
Adjusted EBITDA as a % of

5,423
2,852
15
(342)
2,556
47%

2,126
2,700
44
(370)
(622)
(29)%

155
6
(66)
(8)

13,148
9,553
59
(1,048)
3,536
27%

13,157
13,226
170
(370)
(245)
(2)%

—
(28)
(65)
183

Total assets

2,332

4,100

(43)

2,332

4,100

(43)

Notes:
(1) Earnings before interest, taxes, depreciation and amortization and other adjustments (“adjusted EBITDA”) is not a recognized measure under IFRS; see “Non-IFRS Measures
Reconciliation.”

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, 2016, increased 155% to $5.4 million from $2.1 million for the same period
in 2015, as a result of an increase in equipment sales relating to the Company's rental fleet. During the fourth quarter, Product
Sales consisted of $0.3 million of in-house manufactured products, $1.2 million of third party equipment sales and $3.9 million
of rental fleet sales compared to $0.9 million, $0.2 million and $1.0 million, respectively, during the same period in 2015.
Adjusted EBITDA for the three months ended December 31, 2016, increased to $2.6 million compared to a loss of $(0.6)
million for the same period in 2015. Adjusted EBITDA as a percentage of revenue, for the three months ended December 31,
2016, increased to 47% compared to (29)% for the same period in 2015 as a direct result of increased sales of rental assets.
Revenue for the year-ended December 31, 2016, remained consistent at $13.1 million compared to $13.2 million for the same
period in 2015. Sales of Strad’s rental fleet equipment fluctuate quarter-over-quarter and are primarily dependent on
opportunities to monetize rental assets.
Adjusted EBITDA for the year-ended December 31, 2016, increased to $3.5 million compared to $(0.2) million for the same
period in 2015. The increase in adjusted EBITDA was due to lower operating and SG&A expenses in 2016 compared to the
same period in 2015. Adjusted EBITDA as a percentage of revenue, for the year-ended December 31, 2016, was 27%
compared to (2)% for the same period in 2015.
Operating expenses for the three months and year-ended December 31, 2016, of $2.9 million and $9.6 million respectively
increased 6% and decreased 28% compared to $2.7 million and $13.2 million for the same period in 2015. Operating expenses
were removed from the business as activity levels declined.
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
Strad Energy Services Ltd.
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infrastructure and general corporate costs. Corporate costs for the three months and year-ended December 31, 2016, were $1.3
million and $4.3 million compared to $0.7 million and $2.5 million for the same period in 2015. Corporate costs as a
percentage of total revenue during the three months ended December 31, 2016, increased to 5% compared to 3% for the same
period in the prior year. For the year-ended December 31, 2016, severance costs and acquisition related costs were $2.2 million.
DEPRECIATION AND AMORTIZATION
Depreciation and amortization related to property, plant and equipment, intangible assets and long term assets decreased to $7.6
million for the three months ended December 31, 2016, and decreased to $22.2 million for the year-ended December 31, 2016,
compared to $9.0 million and $30.8 million for the same period in 2015. The decline in depreciation expense year-over-year
was due to $4.8 million of capital additions for the year ended December 31, 2016 compared to $9.5 million for the same
period in 2015, impairment charges recognized in 2015, offset by the Redneck Acquisition.
INTEREST AND FINANCE FEES
Interest expense totaled $0.4 million and $1.1 million for the three months and year-ended December 31, 2016, compared to
$0.4 million and $1.6 million for the same period in 2015. Average funded debt for the year-ended December 31, 2016, was
$20.0 million compared to $31.1 million for the same period in 2015.
Finance fees for the three months and year-ended December 31, 2016, totaled $50 thousand and $0.2 million respectively
compared to $0.1 million and $0.2 million compared to the same period in 2015. Financing fees are costs incurred to secure
debt financing.
GAIN (LOSS) ON FOREIGN EXCHANGE
Gain (loss) on foreign exchange for the three months and year-ended December 31, 2016, was $(0.1) million and $0.3 million
compared to $(0.2) million and $(0.4) million for the same periods in 2015. 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 a portion of the Company’s customers and vendors transact in USD and the Company reports
in CAD. The Canadian dollar has strengthened by 3% against the U.S. dollar over the past year (1 CAD = 0.74 USD as at
December 31, 2016, compared to 1 CAD = 0.72 USD as at December 31, 2015).
IMPAIRMENT OF GOODWILL AND PROPERTY, PLANT AND EQUIPMENT
The Company reviews the carrying value of its cash-generating units (“CGU's”) at each reporting date to determine whether
there is any indication of impairment. During the year ended December 31, 2016, continued declines in industry activity in the
U.S., resulting from the decline in oil and natural gas prices and its impact on current and future business were indicators of
impairment for the U.S. Operations CGU, which resulted in the Company conducting a test for impairment as at December 31,
2016. There were no indicators of impairment assessed for the Canadian Operations CGU and therefore no impairment test
completed for the Canadian Operations CGU as at December 31, 2016.
The recoverable amount of the U.S. Operations CGU was determined using a value in use calculation, which included
discounted cash flow calculations, using forecast prices and cost estimates based on expected future results and a discount rate
of 15.5%. Cash flow projections for 2017 to 2020 have assumed a gradual trend toward recovery to near historical activity
levels. As a result of these tests it was determined that the recoverable value exceeded the carrying value, therefore no
impairment or reversal was recognized as at December 31, 2016.
INCOME TAXES
For the year-ended December 31, 2016, the Company recorded a loss before income taxes of $18.2 million, and recorded a
current income tax recovery of $1.2 million and deferred tax recovery of $0.2 million, compared to a current tax recovery of
$1.2 million and a deferred tax recovery of $8.8 million for the same period in 2015. 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 8% for the year ended December 31, 2015, compared to 25% for the same period in 2015.
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SUMMARY OF QUARTERLY RESULTS
Three months ended
($000’s, except per share amounts)

Dec 31, 2016

Sep 30, 2016

Jun 30, 2016

Mar 31, 2016

27,263
4,782
(3,105)
(0.06)
(0.06)

20,277
1,247
(3,746)
(0.09)
(0.09)

9,580
(1,983)
(6,958)
(0.19)
(0.19)

15,258
398
(2,994)
(0.08)
(0.08)

Revenue
Adjusted EBITDA(1)
Net loss
Per share ($), basic
Per share ($), diluted

(2)
(2)

Notes:
(1) Earnings before interest, taxes, depreciation and amortization and other adjustments (“adjusted EBITDA”) is not a recognized measure under IFRS; see “NonIFRS Measures Reconciliation”.

Three months ended
($000’s, except per share amounts)

Dec 31, 2015

Revenue
Adjusted EBITDA(1)
Net income (loss)
Per share ($), basic
Per share ($), diluted

Sep 30, 2015

21,972
2,500
(8,316)
(0.23)
(0.23)

Jun 30, 2015

Mar 31, 2015

29,907
3,854

34,370
7,057

(1,887)
(0.05)
(0.05)

204
0.01
0.01

25,299
4,021
(2)
(2)

(20,362)
(0.55)
(0.55)

(2)
(2)

Notes:
(1) Earnings before interest, taxes, depreciation and amortization and other adjustments (“adjusted EBITDA”) is not a recognized measure under IFRS; see “Non-IFRS Measures
Reconciliation”.
(2) Includes one time non-recurring items of $1.1 million, non-cash goodwill impairment of $17.3 million and non-cash property, plant and equipment impairment of $7.8 million.

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 and third quarters 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.

LIQUIDITY AND CAPITAL RESOURCES
($000’s)

December 31, 2016

December 31, 2015

Current assets
Current liabilities
Working capital(1)

31,852
16,216
15,636

25,035
12,632
12,403

Banking facilities
Operating loan
Syndicated revolving loan
Total facility borrowings

1,478
26,501
27,979

2,874
15,500
18,374

Total credit facilities (2)

48,500

70,000

Unused credit capacity

20,521

51,626

Notes:
(1) Working capital is calculated as current assets less current liabilities.
(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 all of the Company's assets. As at December 31, 2016, Strad had access to $48.5 million of credit facilities.
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As at December 31, 2016, working capital was $15.6 million compared to $12.4 million at December 31, 2015. The change in
current assets is a result of a 46% increase in accounts receivable to $24.4 million for the fourth quarter of 2016 compared to
$16.8 million for the fourth quarter of 2015. Accounts receivable increased due to the 24% increase in revenue during the
fourth quarter of 2016 compared to the same period in 2015. Prepaid expenses decreased from $1.5 million to $1.1 million for
the fourth quarter of 2016, also inventory decreased by 25% to $3.9 million for the fourth quarter of 2016 from $5.2 million for
the fourth quarter of 2015.
The change in current liabilities is a result of a 56% increase in accounts payable and accrued liabilities to $13.8 million for the
fourth quarter of 2016 compared to $8.9 million at year end 2015, offset by a decrease of $1.4 million in bank indebtedness at
the end of the fourth quarter. The accounts payable increase correlates to the increase in activity and operating expenses during
the fourth quarter of 2016 compared to the fourth quarter of 2015.
Funds from operations for the three months ended December 31, 2016, decreased to $5.5 million compared to $7.1 million for
the three months ended December 31, 2015. Capital expenditures totaled $0.9 million for the three months ended December 31,
2016. Strad's total facility borrowing increased by $9.6 million for the year ended December 31, 2016, as compared to
December, 31, 2015. Management monitors funds from operations and the timing of capital additions to ensure adequate
capital resources are available to fund Strad’s capital program.
As at December 31, 2016, the Company’s syndicated banking facility consists of an operating facility with a maximum
principal amount of $7.0 million CAD and $5.0 million USD, and a $36.5 million CAD 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. As at December 31, 2016, the Company has access to the
maximum credit facilities with no limitations on what can be accessed. The syndicated banking facility bears interest at a
variable rate, which is dependent on the Company’s funded debt to EBITDA ratio. The Company’s syndicated banking facility
matures on September 29, 2018.
Based on the Company's amended credit facility, the interest rate will increase to bank prime plus 3.50% on prime rate
advances and at the prevailing rate plus a stamping fee of 4.50% on bankers’ acceptances during the covenant waiver period in
the fourth quarter of 2016 and the first quarter of 2017. The covenant waiver was obtained as a result of the Redneck
Acquisition and not as a result of any covenant breach. For the year ended December 31, 2016, the overall effective rate on the
operating facility was 5.25% and 3.57% on the revolving facility. As of December 31, 2016, $1.5 million was drawn on the
operating facility and $26.5 million was drawn on the revolving facility. Required payments on the revolving facility are
interest only.
As at December 31, 2016, the Company was in compliance with all of the financial covenants under its credit facilities.
The relevant definitions of financial debt covenant ratio terms as set forth in the Company's syndicated banking facility are as
follows:
•
•
•

Funded debt includes bank indebtedness plus long-term debt plus current and long-term obligations under finance
lease.
EBITDA is based on trailing twelve months adjusted EBITDA plus share based payments, plus additional one time
charges, and the trailing twelve month adjusted EBITDA from acquisitions.
Interest expense ratio is calculated as the ratio of trailing twelve months adjusted EBITDA plus share based payments,
additional one time charges, the trailing twelve month adjusted EBITDA from acquisitions and the trailing twelve
months interest expense on loans and borrowings.

The above noted definitions are not recognized under IFRS and are provided strictly for the purposes of the financial debt
covenant calculation.
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As at December 31,
2016

As at December 31,
2015

29,025

19,385

9,119

20,264

3.2

1.0

EBITDA

9,119

20,264

Interest expense

1,557

1,625

5.9

12.5

Financial Debt Covenants
Funded debt to EBITDA ratio (not to exceed 5.5:1.0)*
Funded debt
EBITDA
Ratio
EBITDA to interest coverage ratio (no less than 1.75:1.0)

Ratio
*Funded debt to EBITDA convenant was waived in fourth quarter 2016.

CONTRACTUAL OBLIGATIONS AND CONTINGINCIES
The Company’s contractual obligations as at December 31, 2016, were as follows:
($000’s)

Total

1 Year or Less

2-3 Years

4+ Years

Finance leases
Operating leases

1,046
16,219

845
4,097

201
5,871

—
6,251

Total commitments

17,265

4,942

6,072

6,251

All of the Company’s contractual obligations range from less than one year to 10 years.
On June 1, 2016, a Statement of Claim in respect of a proposed class action lawsuit was filed in the Alberta Court of Queen's
Bench by certain plaintiffs, against the Company and its directors. The statement of claim contains various claims relating to
historical communications regarding a possible business combination among the Company and Total Energy Services Inc. The
plaintiffs are seeking, among other things, certification as a class action, general damages of $18.5 million and punitive
damages of $5.0 million. Management asserts that the plaintiff's allegations are unfounded and without merit and the Company
intends to vigorously defend the action.
OUTSTANDING COMPANY SHARE DATA
As of February 28, 2017
Common shares
Options

60,012,740
2,439,837

Fully diluted common shares

62,452,577

OFF BALANCE SHEET ARRANGEMENTS
As at December 31, 2016, the Company had no off-balance sheet arrangements.
TRANSACTIONS WITH RELATED PARTIES
LOANS TO KEY MANAGEMENT
Key management includes the Company’s directors and members of the Executive Management Team.
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For the year ended
Opening balance
Share purchase loans issued
Repayment of share purchase loan
Interest charged
Interest paid

December 31, 2016

December 31, 2015

993
159
(157)
—
—

1,050
—
(53)
3
(7)

995

993

Certain key management personnel and directors have loans outstanding totaling $1.0 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.

FINANCIAL INSTRUMENTS
All of the Company’s financial instruments as at December 31, 2016, 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, cash and trade receivables has 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 or
energy infrastructure and are subject to the normal industry credit risk. Management views the credit risk related to trade
receivables as minimal.

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

As at December 31,
2016
14,368
8,943
770
379

As at December 31,
2015
10,999
3,499
1,340
916

24,460

16,754

Trade receivables

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.
2017
Less than 1 year

2018
1 – 2 years

2019
2 - 3 years

Accounts payable and accrued liabilities
Bank indebtedness(1)
Long-term debt(1)
Obligations under finance lease(1)

13,831
1,478
241
871

—
—
28,928
203

—
—
—
—

Total

16,421

29,131

—

(1) Includes principal and interest.
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Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will affect the
Company’s net earnings or the value of its financial instruments. The objective of market risk management is to manage and
control market risk exposures within acceptable limits, while maximizing returns.
Foreign currency exchange rate risk is the risk that the fair value of future cash flows will fluctuate as a result of changes in
foreign exchange rates. The Company is exposed to foreign exchange risk associated with its U.S. Operations where revenues,
costs, and purchases of capital assets are denominated in USD. The Company is also exposed to foreign exchange risk as
certain balances within working capital may fluctuate due to changing Canada/U.S. exchange rates. For the period ended
December 31, 2016, 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 $170 thousand (2015 - $141 thousand).
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.
SUBSEQUENT EVENTS
On February 7, 2017, the Company announced that it had closed a bought deal financing with a syndicate of underwriters. A
total of 8,928,572 Class A shares ("common shares") of the Company, including 1,164,596 common shares pursuant to the
exercise in full of the over-allotment option granted to the Underwriters, were issued at a price of $1.68 per common share for
gross proceeds of approximately $15 million. Estimated share issues costs were $1.0 million.
On February 16, 2017, the Company closed the strategic acquisition of Got Mats?, located in Elkhorn, Manitoba. Consideration
of $4.5 million was paid, consisting of $1.0 million of cash, and the issuance of 2,143,375 class A common shares, valued at
the closing February 16, 2017 share price of $1.65.
On February 22, 2017, the Company closed the acquisition of two private companies, located in Fort St. John, British
Columbia. Consideration of $2.8 million was paid, consisting of $1.75 million of cash, and the issuance of 561,798 class A
common shares, valued at the closing February 22, 2017 share price of $1.83 per share.
CRITICAL ACCOUNTING ESTIMATES
Management is required to make judgments, assumptions and estimates in applying its accounting policies and practices which
have a significant impact on the financial results of the Company. The following discussion outlines the accounting policies and
practices involving the use of estimates that are critical to determining Strad’s financial results.
Amounts recorded for depreciation and amortization are based on the estimated useful lives and residual values of the
underlying assets. Useful lives and residual values are based on Management's best estimate using knowledge of past
transactions and experience and industry practice, 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.
The Company used an option pricing model such as the Black-Scholes model to determine the fair value of certain share-based
payments. The inputs to these models are based on various estimates such as volatility, dividend yield, interest rates and the
expected term. The Company uses historic informational trends to determine the best estimates to use. Management reviews
these estimates for each new award granted.
Inventory is to be carried at the lower of cost and net realizable value. Management regularly reviews the estimates associated
with net realizable value, which is the selling price prevailing in the market, less any costs to sell. Significant changes in
economic and business conditions could impact the timing and magnitude of impairment charges in inventory.
The Company makes estimates of the fair value of assets and liabilities assumed in a business combination, which includes
estimates of the fair value of property, plant and equipment, working capital, debt and obligations under capital leases.
The Company makes estimates when determining the recoverable amount of assets subject to impairment testing. The
recoverable amount of assets are determined using the greater of fair value less costs of disposal and value-in-use. Fair value
less costs of disposal and value-in-use calculations require the use of estimates, assumptions, and judgments. Value-in-use
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calculations require management estimates regarding projected future sales, earnings, capital investment and discount rates.
Fair value less costs of disposal requires management to make estimates of future sales, earnings and capital investment, 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. The estimates are
reviewed each time an impairment calculation is required.
Deferred tax assets and liabilities contain estimates about the nature and timing of future permanent and temporary differences.
Tax interpretations, regulations and legislation in the various jurisdictions in which the Company and its subsidiaries operate
are subject to change. 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. Management reviews current and potential changes to tax
law and bases estimates on the most relevant information available.
When there is objective evidence that the full collection of accounts receivable is unlikely, Management will estimate the most
likely amount to be recovered. Amounts estimated are based on the best available information at the time the estimate is made.
Future accounting policy and disclosures
On July 24, 2014, the IASB issued the complete IFRS 9, “Financial Instruments” (“IFRS 9”) to replace International
Accounting Standard 39, “Financial Instruments: Recognition and Measurement.” The mandatory effective date of IFRS 9 is
for annual periods beginning on or after January 1, 2018 and must be applied retrospectively with some exemptions. Early
adoption is permitted. The restatement of prior periods is not required and is only permitted if information is available without
the use of hindsight. The Company intends to adopt IFRS 9 in its financial statements for the annual period beginning January
1, 2018. The extent of the impact of adoption of the standard has not yet been determined.
On May 28, 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 contains a single model that
applies to contracts with customers and two approaches to recognizing revenue: at a point in time or over time. The model
features a contract-based five step analysis of transactions to determine whether, how much and when revenue is recognized.
New estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing of revenue
recognized. On April 12, 2016, the IASB issued Clarifications to IFRS 15. The clarifications provide additional guidance with
respect to the five-step analysis and transition to the Standard. The new standard is effective for annual periods beginning on or
after January 1, 2018, with earlier adoption permitted. The Company intends to adopt IFRS 15 and the clarifications in its
financial statements for the annual period beginning on January 1, 2018. The extent of the impact of adoption of the standard
has not yet been determined.
On January 13, 2016, the IASB issued IFRS 16, “Leases” (“IFRS 16”). The standard introduces a single lease accounting
model and requires a lessee to recognize assets and liabilities for all leases with a term of more than 12 months, unless the
underlying asset is of low value. A lessee is required to recognize right-of-use asset representing its right to use the underlying
asset and a lease liability representing its obligation to make lease payments. IFRS 16 is effective for years beginning on or
after January 1, 2019, with early adoption permitted if IFRS 15 “Revenue From Contracts With Customers” has been adopted.
The Company intends to adopt IFRS 16 and the clarifications in its financial statements for the annual period beginning on
January 1, 2019. The extent of the impact of adoption of the standard has not yet been determined.
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. 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.
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As at December 31, 2016, 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, 2016, 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, 2016, 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 (2013) (“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, 2016, and based on that assessment determined that the Company’s
internal controls over financial reporting was, in all material respects, appropriately designed and operating effectively.
The Company’s internal controls over financial reporting may not prevent or detect all errors, misstatements and fraud. The
design of internal controls must also take into account resource constraints. A control system, including the Company’s internal
controls over financial reporting, no matter how well conceived and operated, can provide only reasonable, not absolute,
assurance that the objectives of the control system are met.
During the year ended December 31, 2016, 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.
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 assurance that demand for the Company’s services will be maintained at current levels.
The demand, pricing and terms of oil and natural gas services largely depends 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, new and increased environmental regulations,
the availability of services relating to drilling and completion, weather conditions, political, regulatory and economic
conditions, and the ability of oil and natural gas companies to raise equity capital or debt financing.
The level of activity in the oil and natural gas industry in the WCSB and in the United States is volatile. Commodity prices are
expected to remain volatile and have declined and may continue to decline further as a result of global excess supply due to the
increased growth of shale oil production in the United States, the decline in global demand for exported crude oil commodities,
the Organization of the Petroleum Exporting Countries’ (“OPEC”) recent decisions pertaining to the oil production of OPEC
member countries, and non-OPEC member countries decisions on production levels among other factors. Any prolonged
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substantial reduction in oil and natural gas prices would likely affect oil and natural gas production levels and therefore, affect
the demand for drilling and well services by oil and natural gas companies. Any addition to, or elimination, or curtailment of,
government incentives for companies involved in the exploration for, and production of, oil and natural gas, could have a
significant effect on the oilfield services industry in the WCSB. A material sustained decline in industry activity, could have a
material adverse effect on the Company’s business, financial condition, results of operations and cash flows.
COMPETITION
The Company competes with a number of companies with varying technical and financial resources. The Company competes
with large national and multi-national oilfield service companies that have extensive financial and other resources. In addition,
the Company competes with several regional competitors. 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.
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 rentals and services. In order to continue to implement its business strategy, the Company will be required
to make additional capital investments. The Company expects to finance these capital expenditures through vendor financing,
ongoing cash flow from operations, borrowings under its syndicated credit facility and by raising capital through the sale of
additional debt or equity securities. 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. The Company’s inability to raise financing to
support ongoing operations or to fund capital expenditures or acquisitions could limit the Company’s growth and may have a
material adverse effect on the Company.
CURRENT GLOBAL FINANCIAL CONDITIONS
Current global financial conditions have been subject to volatility. Worldwide commodity prices are expected to remain volatile
in the near future as a result of global excess supply, recent actions taken by OPEC and non-OPEC nations and ongoing global
credit and liquidity concerns. As a result of these global conditions, the Company is subject to counterparty risk and liquidity
risk. The Company is exposed to various counterparty risks including, but not limited to: (i) financial institutions that hold the
Company's cash; and (ii) the Company's insurance providers. As a result, the Company may become exposed to credit related
losses in the event of non-performance by counterparties to these financial instruments. In the event that a counterparty fails to
complete its obligations, the Company would bear the risk of loss of the amount expected to be received under these financial
instruments in the event of the default or bankruptcy of a counterparty.
The Company is also exposed to liquidity risk in the event its cash positions decline or become inaccessible for any reason, or
additional financing is required to advance its projects or growth strategy and appropriate financing is unavailable, or demand
for oil and gas falls. Any of these factors may impact the ability of the Company to obtain further equity based funding, loans
and other credit facilities in the future, and, if obtained, on terms favorable to the Company.
POLITICAL UNCERTAINTY
In the last several years, the United States and certain European countries have experienced significant political events that
have cast uncertainty on global financial and economic markets. During the recent presidential campaign a number of election
promises were made and the new American administration has begun taking steps to implement certain of these promises.
Included in the actions that the administration has discussed are the renegotiation of the terms of the North American Free
Trade Agreement, withdrawal of the United States from the Trans-Pacific Partnership, imposition of a tax on the importation of
goods into the United States, reduction of regulation and taxation in the United States, and introduction of laws to reduce
immigration and restrict access into the United States for citizens of certain countries. It is presently unclear exactly what
actions the new administration in the United States will implement, and if implemented, how these actions may impact Canada
and in particular the oil and gas services industry or the Company's cross-border operations. Any actions taken by the new
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United States administration may have a negative impact on the Canadian economy and on the businesses, financial conditions,
results of operations and the valuation of Canadian oil and gas service companies, including the Company.
In addition to the political disruption in the United States, the citizens of the United Kingdom recently voted to withdraw from
the European Union and the Government of the United Kingdom has begun taken steps to implement such withdrawal. Some
European countries have also experienced the rise of anti-establishment political parties and public protests held against opendoor immigration policies, trade and globalization. To the extent that certain political actions taken in North America, Europe
and elsewhere in the world result in a marked decrease in free trade, access to personnel and freedom of movement it could
increase costs for goods and services required for the Company's operations, reduce access to skilled labour and negatively
impact the Company's business, operations, financial conditions.
SEASONALITY OF OILFIELD OPERATIONS
In Canada, the level of activity in the oilfield services industry is influenced by seasonal weather patterns. As warm weather
returns in the spring, the winter’s frost comes out of the ground (commonly referred to as “spring breakup”), rendering many
secondary roads incapable of supporting heavy loads and as a result road bans are implemented prohibiting heavy loads from
being transported in certain areas. Therefore, the movement of heavy equipment required for drilling and well servicing
activities is restricted, and the level of activity of our customers is consequently reduced. Extreme cold weather, heavy snowfall
and heavy rainfall may also restrict the Company's ability to move its equipment and may cause operational difficulties. As the
Company continues its expansion into the United States, these seasonal factors will be reduced.
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 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.
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 provincial and state 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.
The Company is committed to meeting its responsibilities to protect the environment wherever it operates and takes the
required steps to ensure compliance with environmental legislation in the jurisdictions in which it operates. Strad believes that
it is in material compliance with applicable environmental laws and regulations.
The Company believes that it is reasonably likely that the trend towards more stringent standards in environmental legislation
and regulation will continue. Given the evolving nature of the debate related to climate change and the control of greenhouse
gases and resulting requirements, it is not currently possible to predict either the nature of those requirements or the impact on
the Company and its operations and financial condition at this time.
EMPLOYEES
The Company may not be able to find enough labour to meet its needs, and this could limit growth. The Company may also
have difficulty finding enough labour in the future if demand for its services increases. Shortages of qualified personnel have
occurred in the past during periods of high demand. The demand for qualified oilfield services personnel generally increases
with stronger demand for oilfield services. Increased demand typically leads to higher wages that may or may not be reflected
in any increases in service rates.
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If the Company is unable to find enough labour, it could have a material adverse effect on the Company’s business, financial
condition, results of operations and cash flows.
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 dated March 29, 2016, which is available on SEDAR at www.sedar.com.
RESPONSIBILITY OF MANAGEMENT AND THE BOARD OF DIRECTORS
The Company’s Management is responsible for the information disclosed in this MD&A and the accompanying audited
consolidated financial statements, and has in place appropriate information systems, procedures and controls to ensure that
information used internally by management and disclosed externally is materially complete and reliable. In addition, the Audit
Committee, on behalf of the Board of Directors, provides an oversight role with respect to all public financial disclosures made
by the Company, and has reviewed and approved this MD&A and the related audited annual consolidated financial statements.
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION AND 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”, 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, changes and expectations in margins to
be experienced by Strad, anticipated cash flow, debt, demand for the Company’s products and services, drilling activity in
North America, pricing of the Company’s products and services, introduction of new products and services and the potential for
growth and expansion of certain components of the Company's business, anticipated benefits from cost reductions and timing
thereof, manufacturing capacity to meet anticipated demand for the Company’s products, 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.
Various assumptions were used in drawing the conclusions or making the projections contained in the forward-looking
statements throughout this MD&A. The forward-looking information and statements included in this MD&A are not guarantees
of future performance and should not be unduly relied upon. Forward-looking statements are based on current expectations,
estimates and projections that involve a number of risks and uncertainties, which could cause actual results to differ materially
from those anticipated and described in the forward-looking statements. Such information and statements involve known and
unknown risks, uncertainties and other factors that may cause actual results or events to differ materially from those anticipated
in such 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.
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NON-IFRS MEASURES RECONCILIATION
Certain supplementary measures in this MD&A do not have any standardized meaning as prescribed under IFRS and, therefore,
are considered non-IFRS measures. These measures are described and presented in order to provide shareholders and potential
investors with additional information regarding the Company’s financial results, liquidity and its ability to generate funds to
finance its operations. These measures are identified and presented, where appropriate, together with reconciliations to the
equivalent IFRS measure. However, they should not be used as an alternative to IFRS, because they may not be consistent with
calculations of other companies. These measures are further explained below.
Earnings before interest, 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, less gain on
disposal of property, plant and equipment and gain on foreign exchange. Segmented adjusted EBITDA is based upon the same
calculation for defined business segments, which are comprised of Canadian Operations, U.S. Operations and Product Sales.
Funds from operations are cash flow from operating activities excluding changes in working capital. It is a supplemental
measure to gauge performance of the Company before non-cash items. Working capital is calculated as current assets minus
current liabilities. Working capital, cash forecasting and banking facilities are used by Management to ensure funds are
available to finance growth opportunities.
Funded debt is calculated as bank indebtedness, plus long-term debt plus current and long-term portion of finance lease
obligations.
RECONCILIATION OF FUNDS FROM OPERATIONS
($000’s)
Three months ended December 31,

Net cash generated from operating
activities

Year-ended December 31,

2016

2015

2016

2015

1,947

12,417

8,756

40,220

(3,529)

5,290

446

17,206

5,476

7,127

8,310

23,014

Less:
Changes in non-cash working capital
Funds from operations
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RECONCILIATION OF ANNUAL ADJUSTED EBITDA
($000’s)
Year-ended December 31,
2016
2015
Net loss

(16,803)

(30,361)

Add (deduct):
Depreciation and amortization

22,205

30,807

Gain on disposal of PP&E

(601)

(254)

Deferred income tax recovery

(172)

(8,799)

181

168

1,134

1,625

—

7,822

Financing fees
Interest expense
Impairment
Goodwill impairment
(Gain)/loss on foreign exchange
Current income tax recovery
Adjusted EBITDA

Strad Energy Services Ltd.
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17,277

(294)

380

(1,206)

(1,233)

4,444

17,432
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RECONCILIATION OF QUARTERLY ADJUSTED EBITDA
($000’s)
Three months ended
Dec 31, 2016
Net loss

Sep 30, 2016

Jun 30, 2016

Mar 31, 2016

(3,105)

(3,746)

(6,958)

(2,994)

Add:
Depreciation and amortization
Gain on disposal of PP&E
Loss (gain) on foreign exchange
Current income tax expense (recovery)

7,610
(105)
123
204

4,930
(35)
17
(242)

4,516
(268)
3
(918)

5,149
(193)
(437)
(217)

Deferred income tax (recovery) expense

(403)

(39)

1,438

(1,201)

Interest expense
Finance fees
Adjusted EBITDA

415
43
4,782

318
44
1,247

157
47
(1,983)

244
47
398

Three months ended
Dec 31, 2015

Sep 30, 2015

Jun 30, 2015

Mar 31, 2015

(8,316)

(20,362)

(1,887)

204

7,126
(99)
216
(677)

9,616
(30)
380
(432)

7,020
(80)
(81)
(18)

7,045
(45)
(135)
(106)

(4,033)

(2,776)

(1,541)

(449)

Interest expense
Impairment loss
Finance fees

427
7,822
34

311
17,277
37

391
—
50

496
—
47

Adjusted EBITDA

2,500

4,021

3,854

7,057

Net (loss) income
Add:
Depreciation and amortization
Gain on disposal of PP&E
Loss (gain) on foreign exchange
Current income tax recovery
Deferred income tax recovery

RECONCILIATION OF FUNDED DEBT
($000’s)
Year-ended December 31,
Bank indebtedness

2016
1,478

Long term debt

26,501

Current and long term obligations under finance lease
Total funded debt

Strad Energy Services Ltd.

2015
2,874
15,500

1,046

1,011

29,025

19,385
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AUDITOR’S REPORT

February 28, 2017
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, 2016 and December 31, 2015 and the
consolidated statements of income (loss) and comprehensive income (loss), 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, 2016, December 31, 2015 and its financial performance and its
cash flows for the years then ended in accordance with International Financial Reporting Standards.

Chartered Professional Accountants
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at December 31, 2016 and 2015
(in thousands of Canadian dollars)

As at December 31,
2016

As at December 31,
2015

$

$

369
24,460
3,890
1,111
2,022

—
16,754
5,193
1,484
1,604

31,852

25,035

Non-current assets
Property, plant and equipment (note 8)
Intangible assets (note 9)
Long-term assets (note 10)
Deferred income tax assets (note 15)

150,622
665
2,023
159

140,977
800
2,184
210

Total assets

185,321

169,206

1,478
13,831
62
845

2,874
8,881
94
783

Assets
Current assets
Cash
Trade receivables (note 20)
Inventories (note 7)
Prepaids and deposits
Income taxes receivable

Liabilities
Current liabilities
Bank indebtedness (note 11)
Accounts payable and accrued liabilities
Deferred revenue
Current portion of obligations under finance lease (note 12)

16,216

12,632

Non-current liabilities
Long-term debt (note 13)
Obligations under finance lease (note 12)
Deferred income tax liabilities (note 15)

26,501
201
10,321

15,500
228
6,536

Total liabilities

53,239

34,896

Equity
Share capital (note 14)
Contributed surplus (note 14)
Accumulated other comprehensive income
Deficit

135,935
12,243
26,963
(43,059)

118,401
12,012
30,153
(26,256)

Total equity
Total liabilities and equity

132,082
185,321

134,310
169,206

Commitments and contingencies (note 12 and 16)
Subsequent events (note 25)

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF LOSS AND COMPREHENSIVE LOSS
For the years ended December 31, 2016 and 2015

(in thousands of Canadian dollars, except per share amounts)
2016

2015

$

$

72,378

111,548

Foreign exchange (gain) loss

54,059
21,796
314
95
13,644
231
(601)
(294)

78,235
30,221
494
92
15,623
258
(254)
380

Finance fees
Interest expense
Impairment (note 6)
Goodwill impairment (note 6)

181
1,134
—
—

168
1,625
7,822
17,277

Loss before income tax
Income tax recovery (note 15)

(18,181) —
(1,378)

(40,393)
(10,032)

Loss for the period

(16,803)

(30,361)

(3,190)

17,203

(19,993)

(13,158)

($0.41)
($0.41)

($0.82)
($0.82)

Revenue
Expenses
Operating expenses (note 23)
Depreciation (note 8)
Amortization of intangible assets (note 9)
Amortization of long term assets (note 10)
Selling, general and administration (note 23)
Share-based payments (note 14)
Gain on disposal of property, plant and equipment

Other comprehensive (loss) income
Items that may be reclassified subsequently to net loss
Cumulative translation adjustment
Total comprehensive loss for the period
Loss 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, 2016 and 2015

(in thousands of Canadian dollars)

Share capital
$
Balance - January 1, 2016

Net loss for the period

Accumulated
other
Contributed comprehensive
income
surplus
$
$

Retained
earnings
(deficit)
$

Total equity
$

118,401

12,012

30,153

(26,256)

134,310

—

—

—

(16,803)

(16,803)

Other comprehensive income (net of tax):
Cumulative translation adjustment

—

—

(3,190)

—

(3,190)

17,536
(2)

—
—

—
—

—
—

17,536
(2)

Balance - December 31, 2016

—
135,935

231
12,243

—
26,963

—
(43,059)

231
132,082

Balance - January 1, 2015

118,351

11,757

12,950

11,932

154,990

Net income for the period

—

—

—

(30,361)

(30,361)

—
3
47
—

—
(3)
—
—

17,203
—
—
—

—
—
—
(7,827)

17,203
—
47
(7,827)

—
118,401

258
12,012

—
30,153

—
(26,256)

258
134,310

Shares issued on acquisition
Shareholder loans (net) (note 14)
Employee share options:
Value of services recognized

Other comprehensive income (net of tax):
Cumulative translation adjustment
Exercise of options
Shareholder loans (net) (note 14)
Dividends declared
Employee share options:
Value of services recognized
Balance - December 31, 2015

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, 2016 and 2015
(in thousands of Canadian dollars)
2016

2015
(revised-see note 24)

Cash flow provided by (used in)
Operating activities
Net loss for the period
Adjustments for items not affecting cash:
Depreciation and amortization
Deferred income tax (recovery) expense (note 15)
Share-based payments
Interest expense and finance fees
Unrealized foreign exchange (gain) loss
Gain on disposal of property, plant and equipment
Impairment (note 6)
Goodwill impairment (note 6)
Book value of used fleet sales in operating activities (note 24)
Changes in items of non-cash working capital (note 17)

$

$

(16,803)

(30,361)

22,205
(172)
231
1,315
(418)
(601)
—
—
2,553
446

30,807
(8,799)
258
1,793
762
(254)
7,822
17,277
3,709
17,206

8,756

40,220

Investing activities
Purchase of property, plant and equipment (note 8)
Proceeds from sale of property, plant and equipment
Purchase of intangible assets (note 9)
Cash assumed on business acquisition
Changes in items of non-cash working capital (note 17)

(4,570)
1,990
(185)
196
195

(9,529)
1,277
(77)

Net cash used in investing activities

(2,374)

(10,924)

21,000
(9,999)
(12,995)
(761)
(2)
(1,315)
—
(68)

—
(20,500)
—
(940)
46
(1,793)
(10,436)
(33)

Net cash used in financing activities
Effect of exchange rate changes on cash and cash equivalents
Increase (decrease) in cash and cash equivalents

(4,140)
(477)
1,765

(33,656)
2,312
(2,048)

Cash and cash equivalents (including bank indebtedness) – beginning of year

(2,874)

(826)

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

(1,109)

(2,874)

—
977

1,924
1,630

Net cash generated from operating activities

Financing activities
Proceeds on issuance of long-term debt
Repayment of long-term debt
Repayment of long-term debt assumed in business acquisition (note 5)
Repayment of finance lease obligations (net)
Issuance of shareholder loan (net of repayments)
Interest expense and finance fees
Payment of dividends
Changes in items of non-cash working capital (note 17)

Cash paid for income tax
Cash paid for interest

—

(2,595)

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, 2016 and 2015

(in thousands of Canadian dollars)

1.

GENERAL INFORMATION

Strad Energy Services Ltd. (the “Company”), is a North American energy services company that provides rental equipment
and matting solutions to the oil and gas and energy infrastructure sectors. Strad focuses on providing customer solutions in
Canada and the United States.
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 years ended December 31, 2016 and 2015,
comprise the Company and its subsidiaries. There are no significant restrictions on the Company's ability to access or use the
assets and settle 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 28, 2017.

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 consolidated financial statements have been prepared under the historical cost convention, except for liabilities for cash
settled share-based payments arrangements which are measured at fair value in the statement of financial position. The methods
used to measure fair value are described in note 4.
The policies applied in these consolidated financial statements are based on applicable IFRS issued, effective, and outstanding,
as of February 28, 2017, the date the Board approved the statements.
The presentation of certain comparative amounts have been updated to conform to the current year presentation.

3.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies used in the preparation of these consolidated financial statements are described below.
CHANGES IN ACCOUNTING POLICY AND DISCLOSURES
(i) New standards, amendments and interpretations issued but not yet effective.
On July 24, 2014, the IASB issued the complete IFRS 9, “Financial Instruments” (“IFRS 9”) to replace International
Accounting Standard 39, “Financial Instruments: Recognition and Measurement.” The mandatory effective date of IFRS 9 is
for annual periods beginning on or after January 1, 2018 and must be applied retrospectively with some exemptions. Early
adoption is permitted. The restatement of prior periods is not required and is only permitted if information is available without
the use of hindsight. The Company intends to adopt IFRS 9 in its financial statements for the annual period beginning January
1, 2018. The extent of the impact of adoption of the standard has not yet been determined.
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On May 28, 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 contains a single model that
applies to contracts with customers and two approaches to recognizing revenue: at a point in time or over time. The model
features a contract-based five step analysis of transactions to determine whether, how much and when revenue is recognized.
New estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing of revenue
recognized. On April 12, 2016, the IASB issued Clarifications to IFRS 15. The clarifications provide additional guidance with
respect to the five-step analysis and transition to the Standard. The new standard is effective for annual periods beginning on or
after January 1, 2018, with earlier adoption permitted. The Company intends to adopt IFRS 15 and the clarifications in its
financial statements for the annual period beginning on January 1, 2018. The extent of the impact of adoption of the standard
has not yet been determined.
On January 13, 2016, the IASB issued IFRS 16, “Leases” (“IFRS 16”). The standard introduces a single lease accounting
model and requires a lessee to recognize assets and liabilities for all leases with a term of more than 12 months, unless the
underlying asset is of low value. A lessee is required to recognize right-of-use asset representing its right to use the underlying
asset and a lease liability representing its obligation to make lease payments. IFRS 16 is effective for years beginning on or
after January 1, 2019, with early adoption permitted if IFRS 15 “Revenue From Contracts With Customers” has been adopted.
The Company intends to adopt IFRS 16 and the clarifications in its financial statements for the annual period beginning on
January 1, 2019. The extent of the impact of adoption of the standard has not yet been determined.
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 purchase method to account for business combinations. The cost of an acquisition is the fair value of
the assets transferred, the liabilities incurred 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 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.
The excess of the cost of the acquisition over the fair value of the identifiable assets, liabilities and contingent liabilities
acquired is recorded as goodwill. If the cost of the acquisition is less than the fair value of the net assets acquired, the difference
is recorded immediately in the statement of income.
Intercompany transactions, balances, income and expenses on transactions between the Company and its subsidiaries are
eliminated in the preparation of the consolidated financial statements.
SEGMENT REPORTING
The Company classifies an operating segment as a component of the Company that engages in business activities from which it
may earn revenues and incur expenses. Operating results are reviewed by the Executive Management team to make decisions
about resources to be allocated to the segment and to assess performance of each of the segments. Segment results that are
reported to the Executive Management team are those results that are directly attributable to the segment as well as those that
can be allocated on a reasonable basis.
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FOREIGN CURRENCY TRANSLATION
(i) Functional and presentation currency
The consolidated financial statements of the Company are presented in Canadian dollars, which is the Company's and its
subsidiaries presentation currency.
The functional currency of Strad Energy Services Ltd. and its U.S. subsidiaries are the Canadian and U.S. dollars, respectively.
The assets and liabilities of foreign operations are translated to the Canadian dollar, the presentation currency, at each reporting
date. Income and expense transactions relating to foreign operations are translated to the Canadian dollar, at the exchange rate
in effect at the date of each transaction. Differences resulting from translation of foreign operations are recorded in Other
Comprehensive Income as the Cumulative translation adjustment for the period.
(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency of each entity using the exchange rates prevailing on
the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are translated to each entities
functional currency at the period end rate. Non-monetary assets and liabilities that are measured in terms of historical cost in a
foreign currency are translated using the exchange rate at the date of the transaction. Differences in foreign currency and
reporting currencies on translation are recorded net in the statement of income.
CASH AND CASH EQUIVALENTS
Cash and cash equivalents are all highly liquid in nature and have original maturity dates of three months or less. Cash and cash
equivalents include cash on hand and bank indebtedness.
FINANCIAL INSTRUMENTS
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity. Financial assets and liabilities are recognized on the statement of financial position at the time the
Company becomes party to the contractual provision. All financial instruments are measured at fair value upon initial
recognition, and subsequent measurement is dependent on the classification of the instrument.
The Company has made the following classifications of financial instruments:
Cash and cash equivalents, deposits and accounts receivable are classified as loans and receivables and are initially measured at
fair value plus directly attributable transaction costs. Subsequently, they are recorded at amortized cost using the effective
interest rate method.
Bank debt, bank indebtedness, accounts payable and accrued liabilities and finance lease obligations are classified as other
financial liabilities and are initially measured at fair value less directly attributable transaction costs. Subsequently, they are
recorded at amortized cost using the effective interest rate method.
Transaction costs related to financial instruments, other than financial instruments through profit and loss, are recorded as part
of the instrument and are amortized using the effective interest rate method.
Common shares are classified as equity. Incremental costs directly attributable to the issue of common shares and share options
are recognized as a deduction from equity, net of any tax effects
IMPAIRMENT OF FINANCIAL ASSETS
At each reporting date, the Company assesses whether there is objective evidence that a financial asset is impaired. Impairment
would be considered to exist if there was objective evidence that indicates that one or more events have had a negative effect on
the estimated future cash flows of the asset.
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An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference between its
carrying value and the present value of the estimated future cash flows discounted at the original effective interest rate.
Individually significant financial assets are tested for impairment on an individual basis, and the remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics. Impairment losses are recorded in the statement of
loss and can be reversed if the reversal can be related objectively to an event occurring after the date of impairment loss. Any
reversals in impairment are recorded in the statement of income.
INVENTORIES
Inventories are measured at the lower of cost and net realizable value. The cost of inventory 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
(i) Initial cost
Property, plant and equipment are measured at historical cost less accumulated depreciation and accumulated impairment
losses. The initial cost of an item of property, plant and equipment includes all costs directly attributable to the acquisition of
the asset, as well as, the costs incurred in preparing the asset for use.
(ii) Subsequent costs
Subsequent costs are included in the assets 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.
(iii) Amortization and depreciation
Land is not depreciated.
The major categories of property, plant and equipment are depreciated on a straight-line basis as follows:
Building
Automotive equipment
Furniture and fixtures
Computer hardware
Tools and equipment
Leasehold improvements
Rental equipment

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

(iv) Dispositions
Gains and losses on disposals are determined by comparing the proceeds from disposition 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 and computer software with finite useful lives.
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Intangible assets are initially measured at the cost of acquisition or development and are amortized on a straight-line basis in
the statement of income over the period of their expected useful lives as follows:
Patent
Technology assets
Computer software

10 years
7 - 10 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 a single tenant property 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 policies of land and building as described in the
accounting policy for property, plant and equipment.
Long-term assets are reviewed at each reporting period to determine whether there is any indication of impairment. Refer to the
Impairment of non-financial assets policy.
GOODWILL
The Company records goodwill relating to a business combination when the purchase price exceeds the fair value of the net
identifiable assets and liabilities of the acquired business. Goodwill is reported at cost less any impairment.
IMPAIRMENT OF NON-FINANCIAL ASSETS
The carrying amounts of the Company's non-financial assets are reviewed at each reporting period to determine whether there
is any indication of impairment. If indicators of impairment exist then the recoverable amount of the asset(s) and cash
generating units are estimated.
For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows
from continuing use that are largely independent of the cash inflows of other assets or groups of assets (the “cash generating
unit” or “CGU”). The recoverable amount of an asset or a CGU is the greater of its value in use and its fair value less costs to
sell.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the asset. Fair value is determined to be the
amount for which the asset could be sold for in an arm's length transaction, less any costs of disposal.
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An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds it estimated recoverable amount.
Impairment losses are recognized in the statement of income. Impairment losses recognized in respect of CGU's are allocated to
reduce the carrying amounts of the assets in the CGU on a pro rata basis.
Reversals of impairments, excluding goodwill impairment reversals, are recognized when 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 the statement of income. 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.
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 balance sheet method, providing for 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. Deferred tax assets and liabilities are offset if there is a
legally enforceable right to offset, and they are related to income taxes levied by the same tax authority on the same taxable
entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and
liabilities will be realized simultaneously. Deferred tax is not recognized on the initial recognition of assets or liabilities in a
transaction that is not a business combination. In addition, deferred tax is not recognized for taxable temporary differences
arising on the initial recognition of goodwill.
A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against which the
asset can be utilized. To the extent that the Company does not consider it probable that a deferred tax asset will be recovered,
the deferred tax asset is reduced. Deferred tax assets are reviewed at each reporting date.
Deferred income tax assets and liabilities are presented as non-current.
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 uses a fair value method for valuing stock options, performance and directors awards, which are granted to
certain directors, officers and employees. Under the fair value method, compensation costs attributable to all stock options
granted are measured at fair value at the date of grant and expensed over the vesting period with a corresponding increase to
contributed surplus. At the date of grant, a forfeiture rate is estimated and is adjusted to reflect the actual number of awards that
vest. The fair value of each option is estimated using the Black-Scholes option pricing model that takes into account the grant
date, exercise price, expected life of the option, the price of the underlying security, the expected volatility, the risk-free interest
rate and dividends, if any, on the underlying security. Upon the exercise of the options, the consideration received together with
the amount previously recognized in contributed surplus is recorded as an increase to share capital and contributed surplus is
reduced.
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Performance and director awards which are cash settled, are fair valued based on the trading price of the Company's common
shares on the date of grant and revalued at each reporting date using the trading price of the Company's common shares on the
date of revaluation. Fair value of awards are recorded in accounts payable and compensation costs are expensed, through
selling, general and administrative costs, over the vesting period of the award. Performance awards are also subject to a
performance multiplier that is adjusted to reflect the final number of awards granted at the settlement date.
PROVISIONS
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.
Upon initial recognition, the leased asset is measured at an amount equal to the lower of its fair value and the present value of
the minimum lease payments. Subsequent to initial recognition, the asset is accounted for in accordance with the accounting
policy applicable to property, plant and equipment. Minimum lease payments made under finance leases are apportioned
between the finance expenses and the reduction of the outstanding liability. The finance expenses are allocated to each year
during the lease term so as to produce a constant periodic rate of interest on the remaining balance of the liability.
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. Lease incentives received are recognized as an intrgral part of the total lease expense, over the term of the
lease.
REVENUE
(i) Services and rental:
The Company’s services and rental equipment are 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 post-service delivery obligations.
(ii) Sale of goods:
Revenue for the sale of goods (inventories or rental assets) is recognized when it is probable that the economic benefits will
flow to the Company, 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 when delivery has occurred.
(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.
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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 the statement of income when
incurred.
EARNINGS PER SHARE
Basic earnings per share (“EPS”) is determined by dividing the net loss for the year attributable to equity owners by the
weighted average number of common shares outstanding during the period. Diluted EPS is determined by adjusting the
weighted average number of common shares outstanding for dilutive instruments.
Basic per share amounts are calculated based on the weighted average number of common shares outstanding during the year,
without giving affect to shares issued through share purchase loans. The diluted weighted average number of shares is adjusted
for the dilutive effect of options and share purchase loans. Under the treasury stock method only 'in the money' dilutive
instruments are included in the weighted average diluted number of shares. It is also assumed that any proceeds obtained upon
the exercise of options, plus the unamortized portion of share based payments would be used to purchase common shares at the
average price during the period. The weighted average number of shares is then reduced by the number of shares acquired.

4.

CRITICAL ACCOUNTING ESTIMATES AND MANAGEMENT JUDGMENTS

The preparation of these consolidated financial statements in conformity with IFRS, requires the use of certain critical
accounting estimates and judgments that could materially affect the amounts recognized in the financial statements. The
following estimates and judgments are those deemed by Management to be material to the Company's consolidated financial
statements.
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 experience and industry practice, 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.
The Company used an option pricing model such as the Black-Scholes model to determine the fair value of certain share-based
payments. The inputs to these models are based on various estimates such as volatility, dividend yield, interest rates and the
expected term. The Company uses historic informational trends to determine the best estimates to use. Management reviews
these estimates for each new award granted.
Inventory is to be carried at the lower of cost and net realizable value. Management regularly reviews the estimates associated
with net realizable value, which is the selling price prevailing in the market, less any costs to sell. Significant changes in
economic and business conditions could impact the timing and magnitude of impairment charges in inventory.
The Company makes estimates of the fair value of assets and liabilities assumed in a business combination, which includes
estimates of the fair value of property, plant and equipment, working capital, debt and obligations under capital leases.
The Company makes estimates when determining the recoverable amount of assets subject to impairment testing. The
recoverable amount of assets are determined using the greater of fair value less costs of disposal and value-in-use. Fair value
less costs of disposal and value-in-use calculations require the use of estimates, assumptions, and judgments. Value-in-use
calculations require management estimates regarding projected future sales, earnings, capital investment and discount rates.
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Fair value less costs of disposal requires management to make estimates of future sales, earnings and capital investment, 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. The estimates are
reviewed each time an impairment calculation is required.
Deferred tax assets and liabilities contain estimates about the nature and timing of future permanent and temporary differences.
Tax interpretations, regulations and legislation in the various jurisdictions in which the Company and its subsidiaries operate
are subject to change. 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. Management reviews current and potential changes to tax
law and bases estimates on the most relevant information available.
When there is objective evidence that the full collection of accounts receivable is unlikely, Management will estimate the most
likely amount to be recovered. Amounts estimated are based on the best available information at the time the estimate is made.
SIGNIFICANT MANAGEMENT JUDGMENTS
The Company’s assets are aggregated into CGUs for the purpose of impairment testing. Cash generating units are based on the
assessment of the assets abilities to generate independent cash inflows. Judgments such as geographic proximity, shared
infrastructure, market risk and materiality were used to determine the Company's cash generating units. Judgments are also
required to assess when impairment indicators exist and when impairment testing is required.
Judgments are made by Management to determine the likelihood of whether deferred income tax assets at the end of the
reporting period will be realized from future taxable earnings.
The Company makes judgments regarding the determination of its reportable segments, including aggregation criteria for
segment reporting.
Judgments are made in assessing whether the criteria for recognition of a provision or contingent liability have been met. The
Company considers whether a present obligation exists, the likelihood of an economic outflow occuring and whether or not a
reasonable estimate can be made.

5.

ACQUISITION

Effective August 31, 2016, the Company acquired all of the issued and outstanding common shares of Redneck Oilfield
Services Ltd. (“Redneck”) and Raptor Oilfield Services Ltd. (“Raptor”), together the “Redneck Acquisition”, in exchange for
11,098,598 common shares of Strad Energy Services Ltd. with a fair value of $17.5 million. The common shares have been
ascribed a fair value of $1.58 per common share, as determined based on the Company's closing share price at the date of
closing, which was August 31, 2016. Transaction costs of $0.9 million have been expensed.
The Redneck Acquisition creates a strong, more diverse rental platform to better service customers focused in the Montney and
Duvernay plays of northeast British Columbia and northwest Alberta (the “Deep Basin”). The operating results of Redneck and
Raptor have been included in the results of the Company commencing September 1, 2016.
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The transaction was accounted for by the purchase method. The allocation of the purchase price, based on management's best
estimates of fair values, is as follows:
Fair Value of the net assets acquired
Property, plant and equipment (note 8)
Term loan and long term debt

33,237
(12,995)

Working capital

2,300

Obligations under finance lease

(1,005)

Deferred income tax liability

(4,001)

Net assets acquired

17,536

Consideration
Common shares (11,098,598 at $1.58 per share) (note 14)

17,536

Total consideration paid

17,536

Included in the statement of loss and comprehensive loss are the following amounts relating to the Redneck Acquisition, from
September 1, 2016, to December 31, 2016.
Revenue
Net loss and comprehensive loss

4,092
(1,669)

If the Redneck Acquisition had occurred on January 1, 2016, the Company's estimated pro forma results of revenue and net loss
and comprehensive loss for the year ended December 31, 2016, would have been as follows:

Revenue
Net loss and comprehensive loss

6.

Strad,
as stated in the statement of loss
and comprehensive loss

Redneck Acquisition
(from January 1, 2016
to closing date)

Pro forma

72,378
(16,803)

5,524
(2,892)

77,902
(19,695)

IMPAIRMENT

At December 31, 2016, the Company performed an impairment indicators assessment for all CGUs. It was determined that
indicators of impairment existed for the U.S. Operations CGU, and therefore the Company performed impairment calculations
to assess whether the respective carrying value was recoverable. The recoverable amount used in assessing impairment was
calculated using a value in use model, based on a discounted cash flow with a discount rate of 15.5%. At December 31, 2016,
the recoverable amount of the CGU was greater than the carrying value and no impairment loss or reversal was recorded.
The Company reviews the carrying value of its long-lived assets and cash-generating units at each balance sheet date to
determine whether there is any indication of impairment. In the prior period, significant decreases in industry activity resulting
from the decline in oil and natural gas prices and its impact on current and future business were indicators of impairment and
resulted in the Company conducting a test for goodwill impairment at September 30, 2015.
In accordance with the Company's accounting policies, property, plant and equipment and goodwill is attributed to the CGU’s
that collectively form the Canadian Operations, U.S. Operations and Product Sales operating segments. To assess impairment,
the recoverable amount of the CGU to which the property, plant and equipment and goodwill relates is compared to the
carrying amount. If the recoverable amount of the CGU is less than the carrying amount, an impairment loss is recognized. An
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the CGU and then to reduce the
carrying amounts of the other assets in the CGU.
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The key assumptions used for impairment calculations were as follows:

Gross margin
Growth rate
Discount rate (after tax WACC)

As at September 30, 2015
33% - 46%
2%
15% - 15.5%

The recoverable amount of each CGU at September 30, 2015, was determined using the higher of value in use and fair value
less costs of disposal calculations, which included discounted after-tax cash flow calculations and multiples of EBITDA, using
forecast prices and cost estimates (Level 3) based on expected future results and a discount rate of 15.0% (Canadian
Operations) and 15.5% (U.S. Operations). For the value in use calculations, implied pre-tax discount rates were derived. Cash
flow projections for 2016 to 2019 assumed a gradual trend towards recovery to historical activity levels experienced in 2014.
Cash flow projections thereafter were extrapolated based on a 2.0% per annum growth rate. To assess reasonableness, an
evaluation of EBITDA multiples was also completed. As at September 30, 2015, the recoverable amount of the Canadian
Operations CGU and U.S. Operations CGU using fair value less cost of disposal was estimated to be $70.6 million and $67.1
million, respectively. The Company had $56.4 million in non-capital losses in its U.S. Operations CGU, which was excluded
from the recoverable amount calculation of the U.S. Operations CGU for purposes of the impairment test. Management's
estimates of recoverable amounts are subject to measurement uncertainty as the recoverable amounts are based upon current
operating forecasts, utilization rates, rates for available equipment, costs to maintain the equipment and post-tax discount rates.
As a result of the impairment identified in its CGU's, management compared the estimated recoverable amount of each CGU to
the carrying value of each CGU and it was determined that the carrying value exceeded the estimated recoverable amount.
Accordingly, the Company recorded a goodwill impairment loss in the Canadian Operations CGU and U.S. Operations CGU of
$7.7 million and $9.6 million, respectively, as at September 30, 2015.
As at December 31, 2016 and 2015, the aggregate carrying amount of goodwill is $nil.
Due to additional indicators of impairment, the recoverable amount of each CGU was also determined at December 31, 2015,
using the higher of value in use and fair value less costs of disposal calculations, which included discounted after-tax cash flow
calculations and multiples of EBITDA, using forecast prices and cost estimates (Level 3) based on expected future results and
discount rates of 15.5% (Canadian Operations) and 16.0% (U.S. Operations). Cash flow projections for 2016 to 2020 assumed a
gradual trend towards recovery to near historical activity levels. Cash flow projections thereafter reflect a 2% per annum
growth rate. As at December 31, 2015, the recoverable amount of the U.S. Operations CGU using a value in use approach was
estimated to be $85.3 million. The carrying amount of the CGU exceeded the recoverable amount, accordingly, the Company
recorded an impairment to its property, plant and equipment in its U.S. Operations CGU of $5.2 million. As at December 31,
2015, the recoverable amount of the Canadian Operations CGU, using a value in use approach,was estimated to be $69.8
million. The carrying amount of the CGU exceeded the recoverable amount, accordingly, the Company recorded an impairment
to its property, plant and equipment of $2.6 million.
Assumptions used for impairment calculations at December 31, 2015, were as follows:

Gross margin
Growth rate
Discount rate (after tax WACC)
Implied pre-tax discount rates

Strad Energy Services Ltd.
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INVENTORIES

Raw materials
Finished goods

As at December 31,
2016
849
3,041

As at December 31,
2015
1,003
4,190

3,890

5,193

The cost of inventories recognized as expense and included in ‘Operating expenses’ for the year-ended December 31, 2016,
amounted to $9.1 million (2015 - $12.1 million). During the year-ended December 31, 2016, the Company has included an
inventory provision of $163 thousand (2015 - $341 thousand).
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PROPERTY, PLANT AND EQUIPMENT

COST

As at December 31, 2015
Capital expenditures
Acquisition
Divestitures and transfers
Reclassification
Foreign currency translation
As at December 31, 2016

As at December 31, 2014
Capital expenditures
Divestitures and transfers
Reclassification
Foreign currency translation
As at December 31, 2015

Rental
equipment
251,296
4,120
30,680
(7,901)
—
(4,376)

Tools &
equipment
5,484
138
38
(1,495)

273,819

Automotive
equipment
10,476
230
2,415
(3,415)
(45)
(130)
9,531

Rental
equipment
223,760
9,120
(6,045)
834
23,627

Automotive
equipment
12,950
298
(3,095)
(387)
710

Tools &
equipment
5,214
13
(544)

251,296

10,476

ACCUMULATED DEPRECIATION AND IMPAIRMENT
Rental
Automotive
equipment
equipment
As at December 31, 2015
115,035
7,507
Depreciation
1,420
19,562
Divestitures and transfers
(4,865)
(2,560)
Reclassification
—
(13)
Foreign currency translation
(2,037)
(56)
As at December 31, 2016

As at December 31, 2014
Depreciation
Divestitures and transfers
Reclassification
Impairment
Foreign currency translation
As at December 31, 2015

66
(74)
4,157

564
237
5,484

Tools &
equipment
4,433
442
(1,429)

Office
furniture &
2,866
65

Other (1)
2,112
17

96
(51)
(21)
(35)

8
(51)
—
(11)

Total
272,234
4,570
33,237
(12,913)
—
(4,626)

2,920
Office
furniture &
fixtures
2,656
20

2,075

292,502

Other (1)
1,952
78

—
—
190
2,866

—
—
82
2,112

Total
246,532
9,529
(9,684)

Office
furniture &

1,011
24,846
272,234

2,212
316

Other (1)
2,070
56

(67)
(17)
(27)

(51)
—
(15)

Total
131,257
21,796
(8,972)
—
(2,201)

2,417
Office
furniture &
fixtures
1,697
362

2,060

141,880

Other (1)
1,826
84

355
263
142

—
—
12
141

—
—
80
80

Total
87,432
30,221
(4,939)

30
(66)

127,695

6,298

3,410

Rental
equipment
73,506
27,215
(3,099)
656

Automotive
equipment
7,680
1,952

Tools &
equipment
2,723
608
342

7,456
9,301

(2,182)
(277)
3
331

115,035

7,507

4,433

2,212

2,070

131,257

136,261
146,124

2,969
3,233

1,051
747

654
503

42
15

140,977
150,622

734
7,814
9,995

NET BOOK VALUE
As at December 31, 2015
As at December 31, 2016
(1)

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 $162
thousand (December 31, 2015 - $212 thousand) and $1.9 million (December 31, 2015 - $1.6 million) respectively.
For the year ended December 31, 2016, the Company recognized an additional $1.3 million (2015 - $1.9 million) in
depreciation expense on certain rental assets within the Canadian Operations segment.
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INTANGIBLE ASSETS

COST

As at December 31, 2015
Capital expenditures
Foreign currency translation
As at December 31, 2016

As at December 31, 2014
Capital expenditures
Foreign currency translation
Other
As at December 31, 2015

Patent and
technology asset
3,293
—
(13)
3,280
Patent and
technology asset
3,239
—
71
(17)
3,293

Computer
software
2,163
185
(20)

Total
5,456
185
(33)

2,328

5,608

Computer
software
1,980
77
106
—

Total
5,219
77
177
(17)

2,163

5,456

ACCUMULATED AMORTIZATION AND IMPAIRMENTS
Patent and
technology asset

Computer
software

2,624
126
(11)
2,739

2,032
188
(16)

Total
4,656
314
(27)

2,204

4,943

Patent and
technology asset

Computer
software

2,360
198

Total
4,009
494
8
145

As at December 31, 2015

8
58
2,624

1,649
296
—
87
2,032

4,656

NET BOOK VALUE
As at December 31, 2015
As at December 31, 2016

669
541

131
124

800
665

As at December 31, 2015
Amortization
Foreign currency translation
As at December 31, 2016

As at December 31, 2014
Amortization
Impairment
Foreign currency translation

The Company did not have any intangibles valued by an independent third party for the year ended December 31, 2016 or
2015, as there is no significant changes in the balance or type of intangible recognized.
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10. LONG-TERM ASSETS
COST
As at December 31, 2015
Foreign currency translation

2,285
(70)

As at December 31, 2016

2,215

As at December 31, 2014
Foreign currency translation

1,914
371

As at December 31, 2015

2,285

ACCUMULATED AMORTIZATION
As at December 31, 2015
Amortization
Foreign currency translation

101
95
(4)

As at December 31, 2016

192

As at December 31, 2014
Amortization
Foreign currency translation
As at December 31, 2015

—
92
9
101

NET BOOK VALUE
As at December 31, 2015
As at December 31, 2016

2,184
2,023

Long-term assets consist of land and building that are included in the U.S. Operations segment (see note 18). Long-term assets
are recognized using the cost model and depreciated over the remaining useful lives of the assets. During the year-ended
December 31, 2016, the Company recognized $223 thousand (2015 - $56 thousand) of rental income within operating
expenses.

11. BANK INDEBTEDNESS
The Company’s syndicated banking facility consists of an operating facility with a maximum principal amount of $7.0 million
CAD, $5.0 million USD and a $36.5 million revolving facility, 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, 2016, the Company had access to the maximum credit facilities with no limitations on what can be accessed. 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 amended credit facility, the interest rate increased to bank prime plus 3.50% on prime rate advances
and at the prevailing rate plus a stamping fee of 4.50% on bankers’ acceptances during the covenant waiver period in the fourth
quarter of 2016 and the first quarter of 2017. The covenant waiver was obtained as a result of the Redneck acquisition and not
as a result of any covenant breach. The syndicated credit facility matures on September 29, 2018. For the twelve months ended
December 31, 2016, the overall effective rate on the operating facility was 5.25% (twelve months ended December 31, 2015 4.75%). At December 31, 2016, $1.5 million (December 31, 2015 - $2.9 million) was drawn on the operating facility. All bank
covenants are in compliance as at December 31, 2016.
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12. OBLIGATIONS UNDER FINANCE LEASE
As at December 31,
2016
1,046
845

Equipment under finance lease
Current portion
Long-term portion

As at December 31,
2015
1,011
783
228

201

The finance leases bear interest ranging from 0% to 7% at December 31, 2016.
Minimum lease payments for equipment under finance lease for the next two years are as follow:

2017
2018
Total minimum lease payments
Less: Amounts representing future interest at annual rates between 0% and 7%

As at December 31,
2016
871
203
1,074
(28)

As at December 31,
2015
824
235
1,059
(48)

1,046

1,011

13. LONG-TERM DEBT

Revolving facility

As at December 31,
2016
26,501

As at December 31,
2015
15,500

As at December 31, 2016, the Company has access to all of the $36.5 million revolving facility (see note 11) of which $26.5
million was drawn. Required monthly payments are interest only with the principal due September 29, 2018. The overall
effective rate on the revolving facility at December 31, 2016, was 3.57% (2015 – 3.78%).

14. 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, 2016, there are no Class B, C, D, E or F shares outstanding.
B) ISSUED AND OUTSTANDING

Balance, beginning of year
Acquisition
Shareholder loan - repayment
Shareholder loan - issuance
Interest on shareholder loans
Exercise of options
Total common shares, end of period

Strad Energy Services Ltd.

Year-ended December 31, Year-ended December 31,
2016
2015
Number of
Number of
shares
Amount $
shares
Amount $
37,280,397
118,401 37,279,200
118,351
11,098,598
17,536
—
—
—
157
—
95
—
—
—
48,378,995

(159)
—
—
135,935

—
—
1,197
37,280,397

(50)
2
3
118,401
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C) STOCK OPTIONS
Options to purchase common shares may be granted by the Board of Directors to directors, officers and employees of the
Company. Options granted vest one-third on each of the first, second and third anniversary dates of the grant date. Options can
be exercised for shares or net shares.
As at December 31,
2016
Outstanding
options
Balance, beginning of year
Granted
Exercised
Naturally expired - vested
Expired - vested
Forfeited - unvested

2,378,497
1,382,500
—
(479,334)
(683,477)
(158,349)
2,439,837

Balance, end of period

Weighted average
exercise price
$3.62
$1.60
$0.00
$3.33
$3.85
$2.52
$2.54

As at December 31,
2015
Outstanding
options
2,239,174
541,500
(8,000)
(5,000)
(143,652)
(245,525)
2,378,497

Weighted average
exercise price
$3.79
$2.83
$2.50
$4.00
$3.89
$3.25
$3.62

For the year-ended December 31, 2016, the weighted average share price on exercises was $nil (2015 - $2.94).
Details of the exercise prices and expiry dates of options outstanding and exercisable as at December 31, 2016, are as follows:
As at December 31, 2016

Exercise price

$1.50 - $2.99
$3.00 - $3.99
$4.00 - $4.99
$5.00 - $5.99

Exercise price

$2.50 - $3.99
$4.00 - $4.99
$5.00 - $5.99

Outstanding
options
1,573,500
510,837
352,500
3,000
2,439,837

Outstanding
options
1,495,330
800,167
83,000
2,378,497

Weighted
average
exercise price
1.77
3.55
4.41
5.45
2.54

Weighted
average
exercise price
3.17
4.30
5.09
3.62

Remaining
contractual life
(years)
4.39
1.63
0.30
0.41

Vested options
85,980
423,328
342,500
3,000
854,808

Remaining
Weighted
contractual life average exercise
(years)
price
3.18
2.70
1.54
3.52
0.23
4.40
0.41
5.54
3.80

As at December 31, 2015
Remaining
contractual life
(years) Vested options
2.63
680,953
0.86
780,167
1.44
83,000
1,544,120

Remaining
Weighted
contractual life average exercise
(years)
price
1.66
3.17
0.78
4.29
1.44
5.09
3.84

The Company recognized share-based compensation expense of $231 thousand during the year-ended December 31, 2016
(2015 - $200 thousand). During the year-ended December 31, 2016, the fair value of options granted were calculated based on
the Black-Scholes option pricing model with the following weighted average assumptions: risk free interest rate - 0.75%,
expected volatility - 43%, expected term - 5 years and forfeiture rate of 15%.
D) PERFORMANCE AND DIRECTOR AWARDS
The Company has a Retention Award Plan (“RAP”) which authorizes the Board of Directors to grant performance awards
(“PAs”) and director awards (“DAs”) to directors, officers, employees, consultants and other service providers of the Company.
Subject to the terms and conditions of the plan, performance awards will vest on the third anniversary of the grant date (the
“Payment Date”) and director awards vest on the date of grant (immediate vesting). Upon vesting, PAs will entitle the holder
Strad Energy Services Ltd.
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to a cash payment calculated at the Payment Date by first adjusting the number of Performance Awards vesting to reflect
accrued reinvested dividends and a payout multiplier (the “Payout Multiplier”), and multiplying the adjusted number of PAs
by the fair market value of the Common Shares on the Payment Date. The fair market value is determined on the Payment
Date as the volume weighted average trading price of the Common Shares on the TSX (or such stock exchange on which the
Common Shares may be listed) for the five consecutive trading days immediately preceding the Payment Date. The Payout
Multiplier can range from 0 to 2x based on the Company's ranking as compared to their peer group. In the case of the
DAs, upon vesting, DAs will entitle the holder to a cash payment calculated on the same basis as the PAs except that no Payout
Multiplier will be applied to such DAs.
An estimated forfeiture rate of 10% (2015 - nil) was used to value all performance and director awards granted for the year
ended December 31, 2016. The weighted average fair value of awards granted for the period ended December 31, 2016 was
$1.63 (2015 - $2.56) per PA and $1.59 (2015 - $2.80) per DA. For the purpose of calculating share-based compensation, the
fair value of each award is determined at the grant date using the closing price of the common shares, and revalued at each
reporting period based on the closing price of common shares at each reporting date.
The number of performance and director awards outstanding are as follows:
PERFORMANCE AWARDS
Year-ended December 31,
2016

Year-ended December 31,
2015

Number of awards

Number of awards

Balance, beginning of year
Granted
Granted pursuant to dividend re-invested

216,291
586,000
—

—
222,000
6,291

Exercised
Forfeited
Total awards, end of period

(18,314)
(69,658)
714,319

—
(12,000)
216,291

DIRECTOR AWARDS
Year-ended December 31,
2016

Year-ended December 31,
2015

Number of awards

Number of awards

Balance, beginning of year
Granted
Granted pursuant to dividend re-invested

77,553
190,782
—

—
75,560
1,993

Exercised
Total awards, end of period

(99,209)
169,126

—
77,553

The Company recognized an expense of $178 thousand during the year-ended December 31, 2016 (2015 - $196 thousand)
included in selling, general and administration expenses and a liability of $374 thousand at December 31, 2016 (2015 - $196
thousand) included in accounts payable.
E) CONTRIBUTED SURPLUS

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

Strad Energy Services Ltd.

Year-ended December 31, Year-ended December 31,
2016
2015
12,012
11,757
231
258
—
(3)
12,243
12,012
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F) PER SHARE AMOUNTS

Basic weighted average shares outstanding

Year-ended December 31, Year-ended December 31,
2016
2015
40,626,492
36,915,601

For the year-ended December 31, 2016, all options, performance awards and director awards were excluded from the diluted
per share calculation as their effect was antidilutive.
G) DIVIDEND PAYABLE
On November 3, 2015, the Company suspended its dividend.

15. INCOME TAX

Current income tax recovery
Deferred income tax recovery
Income tax recovery

Year-ended December 31, Year-ended December 31,
2016
2015
(1,206)
(1,233)
(172)
(8,799)
(1,378)
(10,032)

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,
2016
Net loss from operations before income taxes
Income taxes at statutory rate (2016 - 27%, 2015 - 26%)
Permanent differences
Adjustments related to filed and amended tax returns
Foreign tax rate differential
Change in income tax rates
Valuation allowance
Other
Income tax recovery

(18,181)
(4,90)
(1,073)
162
(1,970)
—
6,412
—
(1,378)

Year-ended December 31,
2015
(40,393)
(10,502)
3,200
(412)
(2,952)
600
—
34
(10,032)

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.
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The components of deferred income taxes are as follows:
As at December 31,
2016

As at December 31,
2015

(31,840)
(6,412)
(41)
(150)

(30,729)
—
(62)
(184)

Total deferred income tax liabilities
Deferred income tax assets
Loss carry-forwards
Long term asset
Share issue costs
Lease obligations
Share based payments
Allowance for doubtful accounts
Other

(38,443)

(30,975)

26,644
558
103
209
200
269
298

22,668
560
113
64
197
397
650

Total deferred income tax assets
Net deferred tax liability

28,281
(10,162)

24,649
(6,326)

Deferred income tax liabilities
Property, plant and equipment
Valuation allowance
Intangible assets
Prepaids and accruals

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 has deferred income tax assets of $26.6 million (2015 - $22.7 million)
of which $6.4 million has not been recognized in respect of losses amounting to $69.0 million (2015 - $58.1 million) that can
be carried forward against future taxable income and are due to expire between 2028 and 2033.

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

2017
2018
2019
2020
2021
2022 and thereafter

As at December 31,
2016
4,097
3,165
2,706
2,442
1,839
1,970
16,219

As at December 31,
2015
3,492
2,616
2,236
2,020
2,085
1,435
13,884

On June 1, 2016, a Statement of Claim in respect of a proposed class action lawsuit was filed in the Alberta Court of Queen's
Bench by certain plaintiffs, against the Company and its directors. The statement of claim contains various claims relating to
historical communications regarding a possible business combination among the Company and Total Energy Services Inc. The
plaintiffs are seeking, among other things, certification as a class action, general damages of $18.5 million and punitive
damages of $5.0 million. Management asserts that the plaintiff's allegations are unfounded and without merit and the Company
intends to vigorously defend the action.
The Company is involved in a limited number of other legal claims associated with the normal course of operations. The
Company believes it has made adequate provisions for such legal claims.
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17. CHANGES IN NON-CASH WORKING CAPITAL
December 31,
2016
(7,706)
1,303
373
(418)
4,950
(32)
—
2,103

December 31,
2015
31,788
2,207
257
(1,604)
(16,326)

Changes in items of non-cash working capital

573

14,578

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

195
(68)
446

(2,595)
(33)
17,206

Changes in items of non-cash working capital

573

14,578

Trade receivables
Inventories
Prepaids and deposits
Income taxes receivable
Accounts payable and accrued liabilities
Deferred revenue
Income taxes payable
Working capital assumed on acquisition

(165)
(1,579)
—

18. 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 Canadian Operations and U.S. Operations operating segments consist of revenue and expenses generated from the
Company's core business of providing equipment and matting solutions to exploration and production, as well as energy
infrastructure, companies in the energy industry. The Company's core business is split geographically between Canada and the
U.S., which are monitored as separate reportable segments by the Company's Executive Management Team. Product Sales
segment generates revenue through manufactured Product Sales to external customers, third party equipment sales to existing
customers plus sale of equipment from the Company's existing fleet to customers. Corporate consists of costs incurred to
operate a public company, including a portion of the Executive Management Team, rent and utilities and external professional
services. A portion of corporate costs directly related to the Company’s core business are allocated to Canadian Operations,
U.S. Operations and Product Sales.

Strad Energy Services Ltd.

| 55

2016 Annual Report

Notes to the Consolidated
Annual Financial Statements

Information regarding the Company's reportable operating segments is as follows:
Canadian
Operations

U.S.
Operations

Product Sales

Revenue
Operating expenses
Selling, general and administrative
Depreciation and amortization
Interest expense
Finance fees
Income (loss) before income tax

44,275
32,084
4,953
11,432
49
—
307

14,955
12,422
4,346
10,270
50
—
(16,387)

13,148
9,553
59
249
—
—
(1,233)

Income tax (recovery) expense

Year-ended December 31, 2016

(1,225)

16

(185)

Net income (loss)

1,532

(16,403)

(1,048)

Capital expenditures (1)

3,188

1,382

—
111,260

2,023
70,848

Canadian
Operations
58,308
38,304
7,280
11,175
157
—
(10,067)

Long-term assets
Total assets
(1)

Corporate
—
—
4,286
254
1,035
181
(868)

Total
72,378
54,059
13,644
22,205
1,134
181
(18,181)

16

(1,378)

(884)

(16,803)

—

—

4,570

—
2,332

—
881

2,023
185,321

U.S.
Operations

Product Sales

Corporate

Total

40,083
26,705
5,929
18,862
138
—
(26,081)

13,157
13,226
170
414
16
—
(372)

—
—
2,244
356
1,314
168
(3,873)

111,548
78,235
15,623
30,807
1,625
168
(40,393)

Capital expenditures do not include purchases of intangible assets.

Year-ended December 31, 2015
Revenue
Operating expenses
Selling, general and administrative
Depreciation and amortization
Interest expense
Finance fees
Loss before income tax
Income tax (recovery) expense

(1,451)

(8,693)

(2)

114

(10,032)

Net loss

(8,616)

(17,388)

(370)

(3,987)

(30,361)

5,904
—

3,551
2,184

—
—

74
—

9,529
2,184

74,837

89,236

4,100

1,033

169,206

Capital expenditures (1)
Long-term assets
Total assets
(1)

Capital expenditures do not include purchases of intangible assets.

Revenue by geography

Canada
U.S.
Total

Year-ended December 31,

Year-ended December 31,

2016

2015

57,423
14,955
72,378

70,520
41,028
111,548

Revenue is allocated to each geographic location based on the country in which the revenue is generated.
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As at December 31, 2016

Canada
U.S.
Total

Capital assets
and intangible
assets
85,711
63,337
149,048

Other assets
28,762
7,511
36,273

Total assets
114,473
70,848
185,321

As at December 31, 2015
Capital assets,
intangible assets
& goodwill
59,419
77,990
137,409

Other assets
20,551
11,246
31,797

Total assets
79,970
89,236
169,206

During the year-ended December 31, 2016, the Product Sales segment had intercompany sales of $0.1 million (2015 - $0.5
million) to the Canadian Operations segment and $nil (2015 - $0.3 million) to the U.S. Operations segment, not included in
the revenue figures above. Intercompany sales consist of in-house manufactured capital assets and inventory which are sold to
the Canadian Operations and U.S. Operations segments. These transactions are eliminated upon consolidation.
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19. 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.

Total debt
Total equity

1,046
29,025
132,082

As at December 31,
2015
2,874
15,500
1,011
19,385
134,310

Total capitalization

161,107

153,695

Bank indebtedness
Long-term debt
Finance leases

As at December 31,
2016
1,478
26,501

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, 2016, the Company is in compliance with
respect to these covenants (see note 11).

20. FINANCIAL INSTRUMENTS
The Company’s financial instruments consist of cash, trade receivables, deposits, bank indebtedness, accounts payable and
accrued liabilities, long-term debt and obligations under finance lease.
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.
The Company estimates its total accounts receivable, net of the allowance for doubtful accounts, to be aged as follows:

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

As at December 31,
2016
14,368
8,943
770
379

As at December 31,
2015
10,999
3,499
1,340
916

24,460

16,754

As at December 31, 2016, the Company had an allowance for doubtful accounts of $1.2 million (December 31, 2015 - $1.6
million) with respect to potentially uncollectible accounts. The Company has significant exposure to one customer that
accounted for 11% (December 31, 2015 - none) of revenue for the period ended December 31, 2016.

Strad Energy Services Ltd.

| 58

2016 Annual Report

Notes to the Consolidated
Annual Financial Statements

No credit limits were exceeded during the reporting period, and management does not expect any losses from non-performance
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 $1.2 million of trade receivables above for which an allowance 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:
Less than 1 year
Accounts payable and accrued liabilities
Bank indebtedness (1)
Long-term debt (1)
Obligations under finance lease (1)
Total
(1)

13,831
1,478
241
871
16,421

—
—
28,928
203
29,131

—
—
—
—
—

Includes principal and interest

Less than 1 year
Accounts payable and accrued liabilities
Bank indebtedness (1)
Long-term debt (1)
Obligations under finance lease (1)
Total
(1)

As at December 31, 2016
1 – 2 years
2 - 3 years

8,881
3,011
146
824
12,862

As at December 31, 2015
1 – 2 years
2 - 3 years
—
—
586
235
821

—
—
15,939
—
15,939

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 or 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 period ended
December 31, 2016, 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 $170 thousand (2015 - $141 thousand). An equal and opposite impact would
have occurred to after tax net earnings if the exchange rate had strengthened by 1% against the Canadian dollar.
(ii) Interest rate risk
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates. The Company is
exposed to interest rate fluctuations on its borrowings which are at floating rates. For the period ended December 31, 2016, if
interest rates had been 1% lower with all other variables constant, after tax net earnings for the period would have been
approximately $166 thousand higher (2015 - $254 thousand), due to lower interest expense. An equal and opposite impact
would have occurred to net earnings had interest rates been 1% higher.
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The Company had no interest rate swap or financial contracts in place as at or during the period ended December 31, 2016.

21. FAIR VALUE MEASUREMENT
Fair values of financial assets and liabilities
The Company’s financial instruments consist of cash, trade receivables, deposits, bank indebtedness, accounts payable and
accrued liabilities, long-term debt and obligations under finance lease. The fair value of cash, trade receivables, deposits, bank
indebtedness, accounts payable and accrued liabilities and obligations under finance lease 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.
Fair value measurements recognized in the statement of financial position 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).

22. RELATED PARTY TRANSACTIONS
(i) Compensation of key management
Key management includes the Company's directors and members of the Executive Management team. The compensation paid
or payable to key management for services is shown below:
Year-ended December 31,
2016
2015
Salaries and short-term employee benefits
Share-based payments
Termination payments

1,666
127
562
2,355

2,982
177
268
3,427

(ii) Loans to key management
The share purchase loans outstanding with key management are shown below:
Year-ended December 31,
2016
2015
Opening balance
Share purchase loans issued
Repayment of share purchase loan
Interest charged
Interest paid

993
159
(157)
—
—
995

1,050
—
(53)
3
(7)
993

Certain key management personnel and directors have loans outstanding totaling $1.0 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
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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, 2016, the Company recognized share- based compensation
expense of $nil (2015 - $58 thousand).
For the year ended December 31, 2016, there were loan advances of $159 thousand made to key management (year-ended
December 31, 2015 - $nil) and loan principal repayments of $157 thousand were received (year-ended December 31, 2015 $53 thousand).
For the year ended December 31, 2016, interest of $nil was charged by the Company on loans to key management (year-ended
December 31, 2015 - $3 thousand) and interest repayments of $nil were received (year-ended December 31, 2015 – $7
thousand).
During the year ended December 31, 2016, the Company obtained consulting services from entities that are 100% owned by a
member of key management personnel. The total amount recognized in accounts payable for these services was $231 thousand
(2015 - $nil) with $nil outstanding at December 31, 2016 (2015 - $nil).
During the year ended December 31, 2016, the Company paid rent expense to an entity that is 100% owned by a member of
key management personnel, in the amount of $136 thousand (2015 - $nil). The total amount outstanding, and recorded in
accounts payable, at December 31, 2016 was $nil thousand (2015 - $nil).

23. EXPENSES BY NATURE
Year-ended December 31,
2016

2015

Operating Expenses
Direct expenses:
Rental expenses

10,861

5,773

Service and trucking

20,631

36,856

9,379

15,934

40,871

58,563

Personnel costs

4,594

11,300

Occupancy and other

8,594

8,372

Total indirect expenses

13,188

19,672

Total operating expenses

54,059

78,235

Cost of sales and consumables
Total direct expenses
Indirect expenses:

Year-ended December 31,
2016

2015

Personnel costs

7,102

11,465

Occupancy and other

6,542

4,158

13,644

15,623

Selling, general and administrative expenses

Total selling, general and administrative expenses

Included in operating expenses and selling, general and administrative expenses above are severance and transaction costs of
$1.3 million (2015 - $1.8 million) and advisory costs of $0.9 million (2015 - $0.4 million).
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24. PRIOR PERIOD RECLASSIFICATION
During the fourth quarter of 2016, the Company completed a review of the presentation of rental asset disposals on the
consolidated statement of cash flows and it was determined that the book value of used fleet sales, previously reported as an
investing cash flow are more appropriately reflected in operating activities. Prior period comparative amounts have been
reclassified to conform to the current period presentation. This reclassification had the following impact on cash flow from
operations and cash flow from investing activities:
Year-ended December 31,
2016

2015

2,553

3,709

(2,553)

(3,709)

Cash flow from operations
Book value of used fleet sales in operating activities
Cash flow from investing
Proceeds of sale of property, plant and equipment
Increase (decrease) in cash and cash equivalents

—

—

25. SUBSEQUENT EVENT
On February 7, 2017, the Company announced that it had closed the bought deal financing with a syndicate of underwriters. A
total of 8,928,572 Class A shares (“common shares”) of the Company, including 1,164,596 common shares pursuant to the
exercise in full of the over-allotment option granted to the Underwriters, were issued at a price of $1.68 per common share for
gross proceeds of approximately $15 million. Estimated share issues costs were $1.0 million.
On February 15, 2017, the Company closed the acquisition of Got Mats?, located in Elkhorn, Manitoba. Consideration of $4.5
million was paid, consisting of $1.0 million of cash, and the issuance of 2,143,375 class A common shares, valued at the
closing February 15, 2017 share price of $1.65.
On February 22, 2017, the Company closed the acquisition of two private companies,
located in Fort St. John, British Columbia. Consideration of $2.8 million was paid,
consisting of $1.75 million of cash, and the issuance of 561,798 class A common shares,
valued at the closing February 22, 2017 share price of $1.83 per share.
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