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Message to Shareholders

MESSAGE TO SHAREHOLDERS
Dear Fellow Shareholders:

YEAR IN REVIEW
2012 was one of the busiest years in Strad’s nine year history. We achieved record levels
of revenue, continued to update our high quality equipment fleet, improved Canadian
operations with market share gains, restructured our American operations improving
profitability to set the stage for further growth, strengthened our Executive team and
instituted a dividend based on our strong cash flow business model.
For the year, we completed a $67 million capital program, with two-thirds of the program
mobilized through the first half of the year. However, weakness in drilling activity in both
our Canadian and key U.S. markets in the second half of the year reduced activity and put
pressure on our margins. As market conditions softened, Strad responded by reigning in
and carefully managing capital spending and cost structure.
Our Canadian business achieved record revenues of $73.1 million in 2012 with success
through wins in both expanded operations and increased market share. In the United States, after only three years of
operation, Strad further entrenched our foothold into key regions with customer relationships and developed
infrastructure in two core areas in the Bakken and Marcellus.
Our Executive team transitioned through the year with directors and founders Henry van der Sloot and Rob
Grandfield moving from Chief Executive Officer and Chief Operating Officer to Executive Chairman and Consultant.
By fall our Executive team rounded out to include Greg Duerr as Chief Financial Officer and Chris Gindl as Vice
President, Corporate Development, and our most senior operations and financial team members – Shane Hopkie as
Senior Vice President, Operations Canada; Barbara Gutierrez as Senior Vice President, Finance and Administration
U.S. and Scott Thetford as Senior Vice President, Operations U.S.
Most notably to shareholders, in March we announced the implementation of a quarterly dividend after two years of
continual positive financial performance as a public company.

OUTLOOK FOR 2013
It is anticipated that activity levels experienced in late 2012 will extend into the first half of 2013. While there is a
sense of uncertainty with regard to industry activity levels, Strad remains diversified and is well positioned in key low
cost resource plays in both Canada and the U.S. The complexity of our customers’ operations only continues to grow
and in turn so does the need for our diverse product base in combination with proven safety programs and an asset
inventory that exceeds environmental standards.
We believe that now is the time to position the Company for our next phase of growth. With a solid foundation of
assets, locations and people, Strad can focus on further strengthening our position in core geographical areas. We are
set up to take advantage of opportunities to further penetrate customers with existing product lines and further expand
our foothold into supporting greater aspects of the well-site cycle. With focus and discipline, Strad’s free cash flow
generation can be used to pay dividends, reduce debt, and fund a modest $15 million capital expenditure program.
Further, growth in the business can be achieved without necessitating an increase in the current fixed cost structure.

Strad Energy Services Ltd.
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As stated before, I believe that Strad’s best defense against market volatility is our ability to be flexible. Our
Canadian and American operations measure roughly equal in size and are designed to manage fluctuations in industry
activity. We offer a diverse line of products that balance one another through seasonal cycles and extend our support
to expanded well-site operations. Our focus also spreads to encompass key resource plays across North America and a
blue chip customer base that is invested in both oil and natural gas and stretches into other complementary industries
such as mining, power transmission and pipelines.
In closing, I want to thank all of our customers and shareholders for their support throughout the last year. On behalf
of the Executive team, I would like to also thank all of our employees for their efforts and dedication to the success of
Strad. Every single one of our employees brings unique value to Strad and it is the result of their continued efforts to
do the little things well that translates into our success and growth.

Sincerely,

Andy Pernal
President & Chief Executive Officer

Strad Energy Services Ltd.
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OPERATIONS REVIEW
We exist to deliver a better way to develop resources for an advancing world.

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

STRAD SOLUTIONS:
We retain customers by continually exceeding their expectations.
SURFACE EQUIPMENT
Strad is designed to support a drilling and completions project from start to finish with an extensive lineup of surface
equipment for rent. Specializing in fluid management systems, spill containment and turnkey project management,
Strad’s team is committed to exceeding customer and environmental expectations through premium products, firstrate service and custom solutions for all well-site needs.
ENVIRONMENTAL & ACCESS MATTING
Strad’s Matting unit offers a superior line-up of products along with a best-in-class service team. Together, the end
result is a fully-integrated matting solution for our customers. The Strad team handles all project logistics and is
flexible to meet any project need with our matting fleet. Strad mats can be used for a variety of applications, such as,
temporary roadways, drilling pads, and camps; offering a protective layer between equipment and the ground
underneath.
With in-house manufacturing, even the most specific request can be met
with custom designed solutions. This fabrication capability has allowed
Strad to bring new safety enhanced designs to the market and introduce
new technology materials such as composite and cross laminated timber to
our matting fleet.
SOLIDS CONTROL & WASTE MANAGEMENT
The Solids Control and Waste Management division was developed to
offer closed-loop, zero discharge systems to the well-site. With solids
control being a vital part to the modern drilling operation, Strad’s
proprietary processing unit reduces the environmental impact to a single,
smaller footprint than traditional systems.
DRILL PIPE
Strad offers a complete line of drill pipe and handling tools for our
customers. The Drill Pipe team is experienced and ready to support the
next project whatever the need.

Strad Energy Services Ltd.
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ECOPONDTM
Introduced to the line-up in 2012, EcoPondTM is Strad’s entry into the frac-water storage business. With two unique
designs engineered by Strad’s Innovations team, EcoPond TM offers customers a choice between a circular composite
tank and a rectangular steel tank. Both EcoPond TM tanks come in a range of sizes and offer customers a simple, high
capacity fluid storage solution in comparison to expensive, large footprint multi-tank systems.
MANUFACTURING & EQUIPMENT DESIGN
Strad’s in-house Manufacturing business is a global leader in the production of premium matting and steel oilfield
equipment. We can assist from the concept stage with a professional, design and development team to address custom
needs and specifications for operations.

REACH ACROSS NORTH AMERICA:
Resource Plays & Strad Locations

Strad Energy Services Ltd.
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STRAD INNOVATIONS:
We believe great ideas become a reality through good planning and hard work.
Understanding the ongoing need for products to continue to evolve and meet new industry, environmental and
legislative standards, Strad formed and launched a specialized team in late 2011 called, Strad Innovations. The
Innovations team is an R&D focused group that works to enhance Strad’s current suite of products, develop new
customer solutions, and respond to broader technological opportunities presented by the industry.
In 2012, Strad Innovations successfully launched the EcoPond TM product line, while also continuing with efforts to
enhance some of the Company’s current suite of products.

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

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

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

FIRST NATIONS & ABORIGINAL RELATIONS:
We embrace the highest standards of fairness and integrity in everything we do.
The energy industry has seen an ever increasing awareness of Aboriginal issues and
land rights in recent years. In 2012, Aboriginal Relations programs were a core
determining factor in winning key projects and contracts with customers.
Through 2012, Strad’s partnership program continued to build momentum. The
program was designed in 2011 around the central belief that the First Peoples’
communities should benefit from economic activity occurring on reserve and
traditional land use areas in forms of economic benefit, employment opportunities, on the job training and education.
By year end, Strad solidified numerous partnership agreements with First Peoples’ communities in western Canada
and was working with Native American Tribes toward similar partnership agreements.

Strad Energy Services Ltd.
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MANAGEMENT’S DISCUSSION & ANALYSIS

Strad Energy Services Ltd.

|8

2012 Annual Report

Management’s Discussion & Analysis

The following Management’s Discussion and Analysis (“MD&A”) was prepared as of February 27, 2013, and is
intended to assist the reader to understand the current financial position and operating results of Strad Energy
Services Ltd. (“Strad” or the “Company”). This MD&A discusses the operating and financial results for the yearended December 31, 2012, 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,
2012, which were prepared in accordance with International Financial Reporting Standards, as issued by the
International Accounting Standards Board. Strad’s common shares trade on the Toronto Stock Exchange under the
symbol “SDY”.
Additional information relating to Strad for the year-ended December 31, 2012, may be found on the System for
Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com.

SELECTED FINANCIAL AND OPERATIONAL HIGHLIGHTS:


Revenue from continuing operations of $41.5 million and $203.2 million for the three months and
year-ended December 31, 2012, a 33% decrease and 8% increase, respectively, compared with $62.1
million and $188.3 million for the same periods in 2011;



EBITDA(1) from continuing operations of $7.7 million and $46.6 million for the three months and
year-ended December 31, 2012. Adjusted EBITDA, adjusted for the Communications product line
non-recurring operating losses, totals $8.4 million and $48.6 million for the three months and yearended December 31, 2012;



Management has implemented a restructuring of Strad U.S. Operations that re-aligns the U.S. segment
cost structure to reflect current market conditions and increases focus on core areas. The restructuring
included staff reductions as well as exiting non-core areas of operation and the Communications
product line. The revised cost structure and focus on core areas, enhances margins in the near term and
provides sufficient infrastructure to support growth in the U.S. business;



Capital expenditures were $11.4 million in the fourth quarter and $67.2 million for the year. The 2012
capital program positions the Company very well to meet the evolving needs of our customers and the
increased equipment intensity of well-sites;



Total funded debt(2) to trailing EBITDA ratio of 1.3 to 1 at the end of the fourth quarter of 2012; and,



Earnings (loss) per share from continuing operations of $(0.10) and $0.20 for the three months and
year-ended December 31, 2012, respectively. Adjusted for one time and non-recurring items(3),
earnings per share would otherwise be $0.03 and $0.35 for the three months and year-ended December
31, 2012.

Notes:
(1)
(2)
(3)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS or previous GAAP; see “Non-IFRS
Measures Reconciliation”. Note EBITDA excludes Restructuring Expenses.
Funded debt includes bank indebtedness plus current and long-term portion of debt plus current and long-term obligations under finance lease less
cash. EBITDA is based on trailing twelve months. See “Non-IFRS Measures Reconciliation”.
One time and non-recurring items include Restructuring expense, Impairment loss, and Communications operating losses.

Strad Energy Services Ltd.
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YEAR END FINANCIAL HIGHLIGHTS

($000’s, except per share amounts)
Revenue from continuing operations
EBITDA from continuing operations (1)
Communications operating loss
EBITDA (Adjusted) (1)
EBITDA as a % of revenue
Per share ($), basic
Per share ($), diluted
Net (loss) income from continuing
operations (2)
Per share ($), basic
Per share ($), diluted
Funds from continuing operations (3)
Per share ($), basic
Per share ($), diluted
Capital Expenditures from continuing
operations (4)
Total assets(5)
Return on Average Total Assets (6)
Long-term debt(7)
Total long-term liabilities(5)
Common Shares – end of period (‘000’s)
Weighted average Common Shares
basic
diluted

Three Months Ended December 31,
2012
2011
% chg.
41,465
7,675
679
8,354
19%
0.21
0.20

62,098
17,169
213
17,382
28%
0.47
0.47

(33)
(55)
219
(52)

(3,490)
(0.10)
(0.09)
8,122
0.22
0.22

Year-Ended December 31,
2012
2011
2010

(55)
(57)

203,164
46,571
2,012
48,583
23%
1.27
1.24

188,272
52,309
1,033
53,342
28%
1.43
1.41

89,484
23,737
23,737
27%
1.11
0.98

7,661
0.21
0.21
16,057
0.44
0.43

(146)
(148)
(143)
(49)
(50)
(49)

7,342
0.20
0.20
44,844
1.22
1.19

19,827
0.54
0.54
49,943
1.36
1.35

5,997
0.28
0.25
23,994
1.12
0.99

11,397
232,705
13%
55,500
67,064
37,251

21,039
227,111
36%
23,500
40,448
37,246

(46)
2

67,153
232,705
20%
55,500
67,064
37,251

79,695
227,111
34%
23,500
40,448
37,246

40,345
191,468
28%
15,744
37,246

36,572
37,489

36,692
36,919

36,655
37,550

36,692
36,998

21,406
24,253

136
66

Notes:
(1)
(2)
(3)
(4)
(5)
(6)
(7)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS or previous GAAP; see “Non-IFRS
Measures Reconciliation”. EBITDA excludes Restructuring Expenses.
Net income from continuing operations excludes income attributable to the non-controlling interests.
Funds from operations is cash flow from operating activities before changes in working capital. Funds from operations is not a recognized measure under IFRS
or previous GAAP; see “Non-IFRS Measures Reconciliation”.
Includes assets acquired under finance lease and purchases of intangible assets. Capital expenditures are net of rental asset disposals.
Includes discontinued operations in 2011 and 2010 figures.
Return on average total assets is not a recognized measure under IFRS or previous GAAP; see “Non-IFRS Measures Reconciliation”.
Excluding current portion.

OVERVIEW OF THE COMPANY
Strad offers its customers a wide range of well-site infrastructure and activation solutions, including Surface
Equipment, Environmental and Access Matting, frac-water management (EcoPondTM), Drill Pipe, Solids Control and
Waste Management, and Manufacturing and Equipment Design. Strad has strategically diversified its operations
through the addition of new products and services, and is geographically diversified across North America. Strad’s
commodity exposure includes conventional and unconventional oil, liquids rich natural gas and dry natural gas.
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 select areas within the western United States Rockies. As of December 31, 2012, the Company has 32
operating locations throughout North America.

FOURTH QUARTER RESULTS
Strad reported a decrease in revenue of 33% during the three months ended December 31, 2012, compared with the
same period in 2011. Substantially decreased revenue from Product Sales, lower activity levels and pricing in the

Strad Energy Services Ltd.
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Marcellus region, and delayed deployment of surface equipment and reduced matting utilization in the WCSB, were
the main drivers for lower revenue year-over-year.
Strad’s Canadian Operations reported lower revenue and EBITDA during the three months ended December 31,
2012, compared with the same period in 2011. Decreased revenue was a result of reduced drilling activity in the
WCSB coupled with colder weather which resulted in lower matting utilization during the fourth quarter of 2012. A
delay in the ramp up of winter drilling programs in the WCSB prior to the end of December, coupled with the impact
of a longer Christmas break, resulted in a 26% year-over-year decline in active rigs.
Strad’s U.S. Operations continued to be impacted by higher year-over-year operating costs combined with lower
year-over-year drilling rig utilization levels and lower year-over-year pricing in the Marcellus resource play in
Pennsylvania. As has been the case during the second half of 2012, Strad’s customer base in the Marcellus continues
to focus on oil and higher margin liquids rich natural gas drilling in other resource plays. Overall active rig counts in
the Marcellus continue to be below 2011 levels. Rig counts in the Bakken have been more stable year-over-year,
however Strad’s operations have been impacted by lower matting utilization and some pricing pressure.
During the fourth quarter, Strad added $7.9 million of capital assets in Canada and $2.5 million in the U.S. For the
year-ended December 31, 2012, Strad spent $67.2 million of its budgeted $72.0 million capital program. Strad
continued to invest in new product initiatives including its frac-water storage solution, EcoPondTM, as well as Solids
Control and Waste Management.
The Company’s equipment fleet expansion in 2012 was balanced in Canada between the matting and surface
equipment product lines. In the U.S. segment, capital investment was weighted more to the matting and solids
control product lines. The 2012 capital program positions the Company very well to meet the evolving needs of our
customers and the increased equipment intensity of well-sites.

RESTRUCTURING
In response to year-over-year declines in U.S. margins, Management implemented a restructuring of Strad’s U.S.
Operations. Strad’s restructuring plan consists of the three strategic moves: exiting non-core resource plays where
Strad does not have a significant market share, re-aligning the U.S. cost structure to reflect current market conditions
and ceasing to offer Communications as a product line. Management has recorded a restructuring provision of $4.1
million to reflect the one-time costs associated with the restructuring.
Management made the strategic decision to exit certain markets and regions to focus on core resource plays where
Strad already has a significant presence and larger market share. Exiting non-core markets, such as the Eagle Ford in
Texas, will sharpen Strad’s operational focus on growth in the Bakken resource play in North Dakota and the
Marcellus play in Pennsylvania. Management believes there are excellent opportunities for growth in these key areas
and will continue to leverage its strong customer relationships to gain market share. In addition, Management
expects that exiting marginal operating regions will have a positive impact on margins in 2013.
The second part of Management’s restructuring plan consists of re-aligning Strad’s U.S. Operations infrastructure
with current market conditions and day rates. This alignment has been initiated through staff reductions and facility
closures as well as termination of select service provider contracts. This re-alignment will retain sufficient
infrastructure to support both current activity levels as well as near term growth.
Management has also determined that further investment in the Communications product line was unlikely to
generate returns consistent with original expectations and the Company has ceased to offer Communications as a
product line. The operating loss experienced in this product line totaled $0.7 million in the fourth quarter of 2012 and
$2.0 million for the year-ended December 31, 2012. Although Management does not expect to incur continued
operating losses in 2013 after the product line has been wound down, some costs will be incurred during the first
quarter of 2013 as the equipment is returned from client sites and prepared for a potential sale. Management does not
expect these costs to be significant and has included related employee severance costs in the 2012 restructuring
provision. Any proceeds generated from the sale of assets or winding down of the product line will be used to reduce
debt or fund Strad’s 2013 capital program.

Strad Energy Services Ltd.
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On February 15, 2013, the Company sold a portion of the Communications equipment classified as assets held for
sale for cash proceeds of $1.8 million.
Below is a table showing adjusted fourth quarter EBITDA with the loss from Communications added back.

($000’s)
EBITDA(1)
Communications non-recurring operating loss
Adjusted fourth quarter EBITDA(1)

Three Months Ended
December 31,
2012
7,675
679
8,354

Notes:
(1) Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS or previous GAAP; see “Non-IFRS
Measures Reconciliation”. EBITDA excludes Restructuring Expenses.

OUTLOOK
Overall industry conditions during the fourth quarter slowed on a year-over-year basis as a result of the continued
shift away from less profitable dry natural gas plays as well as generally lower capital spending levels on the part of
exploration and production (“E&P”) companies across North America. In the WCSB, active drilling rigs in the
fourth quarter of 2012 averaged 362 compared with 489 for the same period in 2011, a 26% decline. Average active
rigs were up 9% sequentially in the WCSB over the third quarter. In the United States, drilling rig activity levels
varied by region. Following Strad’s operational restructuring, the majority of Strad’s U.S. fleet now operates in the
Bakken and Marcellus resource plays. The active rig count in the Bakken averaged 197 rigs in the fourth quarter of
2012, level with 197 in the prior year period. A decline was also evident in the gas-weighted Marcellus play, where
the active rig count averaged 91 in the fourth quarter of 2012, down from 137 in the prior year period, a 34% decline.
On a sequential basis, rig counts in the Bakken and Marcellus dropped slightly from the third quarter of 2012, down
6% and 2%, respectively.
As a result of moderating industry conditions and a slower ramp up to the winter drilling season, combined with the
expected seasonal reduction in the matting business following the arrival of colder weather, Company-wide EBITDA
from continuing operations dropped in the fourth quarter of 2012, down 55% from the same period last year. Much
of the reduction was attributable to the U.S. business where the ongoing impact of low natural gas pricing continued
to curtail rig activity. In response to the Company’s resulting U.S. margin compression, Management has taken steps
to reduce U.S. infrastructure costs. The restructuring of the cost base has resulted in a staff level decrease in U.S.
based personnel and an exit from Strad’s non-core U.S. markets such as the Eagle Ford resource play in Texas. The
Company is now focused only in those markets where it can best leverage its significant on the ground presence,
relationships and brand equity to sustainably grow its business. Management believes that this leaner cost base will
still support growth opportunities in its core U.S. markets and remains focused on expanding its presence in the
Marcellus and Bakken plays, where nearly all of its total U.S. fleet is now positioned. The Company’s lowered cost
base and sharpened operational focus are expected to yield increased U.S. EBITDA margins beginning in the second
quarter of 2013.
Capital expenditures for 2012 totaled $29.5 million in Canada and $34.9 million in the U.S. This represents yearover-year declines of 5% and 26%, respectively. The lower spending in 2012 is partly a byproduct of the significant
investment made in the prior year as well as a response to moderating industry activity. With similar industry
conditions expected to persist into 2013, Strad intends to maintain a prudent approach to capital spending by
applying free cash flow to a combination of capital expenditures and debt reduction on a quarter by quarter basis.
Management views this as an appropriate risk mitigation technique that will allow the Company to selectively target
key areas for growth, maintain its current dividend, and facilitate its plan to pay down a portion of its debt in 2013.
With both broader economic and industry-specific conditions expected to remain uncertain into 2013, Strad has
actively addressed costs for the near-term, while remaining well positioned to act on opportunities for future growth.
Strad Energy Services Ltd.
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As such, the Company has re-focused its efforts on those core markets and product offerings that present the highest
potential for both current and future returns. Strad’s new 45,000 barrel composite EcoPond TM offering is just one
example of investment in a product portfolio designed to satisfy market demand for innovative products and services.
Management is taking a balanced approach to managing risk and containing costs while also supporting growth that
will help mitigate the impact of depressed and volatile market conditions.

RESULTS OF OPERATIONS
CANADIAN OPERATIONS
($000’s)

Revenue
EBITDA (1)
EBITDA %
Capital Expenditures (2)
Gross Capital Assets
Total Assets

Three Months Ended December 31,
2012
2011
% chg.
16,437
4,913
30%
7,921
110,681
108,841

19,182
6,672
35%
7,902
83,453
99,216

(14)
(26)
33
10

Year-Ended December 31,
2012
2011
% chg.
73,053
24,056
33%
29,453
110,681
108,841

58,021
21,845
38%
30,895
83,453
99,216

26
10
(5)
33
10

Notes:
(1)
(2)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS or previous GAAP; see “Non-IFRS
Measures Reconciliation”. EBITDA excludes Restructuring Expenses.
Includes assets acquired under finance lease and purchases of intangible assets. Capital expenditures are net of rental asset disposals.

Revenue generated for the three months ended December 31, 2012, decreased 14% to $16.4 million versus $19.2
million for the same period in 2011. Fourth quarter 2012 revenue declined primarily due to decreased matting
deployment as a result of colder weather, which resulted in greater seasonal decline in matting demand in 2012 than
in 2011. Surface equipment revenues also decreased year-over-year due to a slower start to winter drilling programs
with many companies electing to defer the start of their programs until after the Christmas break.
Revenue generated for the year-ended December 31, 2012, increased 26% to $73.1 million compared with $58.0
million for the same period in 2011. Deployment of assets added as part of the 2011 and 2012 capital programs
continue to be the main driver of the revenue increase year-over-year.
EBITDA for the three months ended December 31, 2012, of $4.9 million, decreased 26% compared with $6.7
million for the same period in 2011. EBITDA as a percentage of revenue for the three months ended December 31,
2012, was 30% compared with 35% for the same period in 2011 due to lower revenue combined with increased
infrastructure costs to support a larger asset base. Also contributing to lower margins was a modest shift in product
mix in the fourth quarter of 2012 compared to 2011.
EBITDA for the year-ended December 31, 2012, increased
10% to $24.1 million compared with $21.8 million for the
same period in 2011. Increased EBITDA is due to increased
revenue as discussed previously. EBITDA as a percentage of
revenue for the year-ended December 31, 2012, was 33%
compared with 38% for the same period in 2011. The
decrease in margin is due to increased infrastructure needed
to support the growth in asset base, as well as a modest
change in product mix.

Strad Energy Services Ltd.
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U.S. OPERATIONS
($000’s)
Revenue
EBITDA (1)
EBITDA %
Capital Expenditures (2)
Gross Capital Assets
Total Assets

Three Months Ended December 31,
2012
2011
% chg.
14,080
2,163
15%
2,495
108,839
112,880

21,883
8,851
40%
12,147
77,601
101,319

(36)
(76)
(79)
40
11

Year-Ended December 31,
2012
2011
% chg.
71,482
17,552
25%
34,868
108,839
112,880

63,860
24,712
39%
46,813
77,601
101,319

12
(29)
(26)
40
11

Notes:
(1)
(2)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS or previous GAAP; see “Non-IFRS
Measures Reconciliation”. EBITDA excludes Restructuring Expenses.
Includes assets acquired under finance lease and purchases of intangible assets. Capital expenditures are net of rental asset disposals.

Revenue for the three months ended December 31, 2012, decreased 36% to $14.1 million from $21.9 million for the
same period in 2011. The decrease was a result of the reduction in drilling activity in Strad’s operating regions,
which was most pronounced in Pennsylvania’s Marcellus resource play where Strad’s U.S. Operations experienced
lower utilization rates and lower pricing due to customer shifts towards other oil and natural gas liquids rich resource
plays. Rig counts in the Marcellus peaked in the third quarter of 2011 and continued to trend downward through
2012. Year-over-year, rig counts have declined 17%. Strad continues to refocus its operations on core areas with the
greatest growth potential as previously discussed. Although pricing declines were more pronounced in the Marcellus
region, Strad’s pricing in the Bakken also declined year-over-year.
Revenue for the year-ended December 31, 2012, increased 12% to $71.5 million compared with $63.9 million for the
same period in 2011. Increased revenue has been mainly driven by capital additions in 2011 and the first half of
2012.
EBITDA for the three months ended December 31, 2012, decreased 76% to $2.2 million, excluding restructuring
charges of $4.1 million, compared with $8.9 million for the same period in 2011. EBITDA as a percentage of
revenue for the three months ended December 31, 2012, was 15% compared with 40% for the same period in 2011.
The decrease in EBITDA is due to the previously mentioned reduction in overall asset utilization rates in the
Marcellus, lower matting utilization rates in the Bakken, additional infrastructure added during 2011 and 2012, as
well as a shift in product mix. In response to decreased margins, the Company has implemented its restructuring
plan, which Management expects will generate cost savings of approximately $1.5 million per quarter, with the
savings beginning to be fully realized in the second quarter of 2013.
EBITDA for the year-ended December 31, 2012, decreased 29% to $17.6 million compared to $24.7 million for the
same period in 2011. The decrease, despite the higher revenue, is due to the increased operating costs as well as a
shift in product mix. EBITDA as a percentage of revenue for the year-ended December 31, 2012, was 25% compared
with 39% for the same period in 2011.
PRODUCT SALES
($000’s)
Revenue
EBITDA (1)
EBITDA %
Capital Expenditures (2)
Total Assets

Three Months Ended December 31,
2012
2011
% chg.
10,948
1,560
14%
843
6,377

21,033
2,626
12%
703
6,495

(48)
(41)
20
(2)

Year-Ended December 31,
2012
2011
% chg.
58,629
8,473
14%
1,698
6,377

66,391
9,123
14%
924
6,495

(12)
(7)
84
(2)

Notes:
(1)
(2)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS or previous GAAP; see “Non-IFRS
Measures Reconciliation”. EBITDA excludes Restructuring Expenses.
Includes assets acquired under finance lease and purchases of intangible assets.
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Revenue for the three months ended December 31, 2012, decreased 48% to $10.9 million from $21.0 million for the
same period in 2011 resulting primarily from lower drill pipe and matting Product Sales in Canada. In 2011, the
Company made one large sale to a customer that did not recur in 2012. There were more matting sales prior to the
winter drilling season in 2011 than there were in 2012.
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. Product Sales revenues
tend to fluctuate quarter to quarter depending on customer demand and manufacturing capacity dedicated to external
sales.
Revenue for the year-ended December 31, 2012, decreased 12% to $58.6 million compared with $66.4 million for
the same period in 2011. The decrease in revenue was due to fewer mat and drill pipe sales in Canada during the
fourth quarter of 2012 compared to 2011.
EBITDA for the three months ended December 31, 2012, of $1.6 million, declined by 41% compared with $2.6
million for the same period in 2011. The decrease in EBITDA is due to lower sales during the fourth quarter of 2012.
EBITDA as a percentage of revenue for the three months ended December 31, 2012, was 14% compared with 12%
for the same period in 2011. EBITDA as a percentage of revenue will vary from quarter to quarter depending on the
mix of sales as third party equipment sales and sales of equipment from Strad’s existing fleet are at lower margins
than sales of in-house manufactured products.
EBITDA for the year-ended December 31, 2012, of $8.5 million, declined by 7% compared with $9.1 million for the
same period in 2011. EBITDA as a percentage of revenue for the year-ended December 31, 2012 remained consistent
at 14%.
CORPORATE
Selling, general and administrative expenses are largely allocated to the operating segments and reflected in the
EBITDA performance discussed previously. The remaining unallocated Corporate costs consist of head office
infrastructure including executive members and associated costs of operating a public company. Corporate costs for
the year-ended December 31, 2012, were $3.5 million as compared to $3.4 million for the same period in 2011.
Corporate costs as a percentage of total revenue during the year-ended December 31, 2012, remained consistent with
2011 at 2%.
DEPRECIATION AND AMORTIZATION
Depreciation and amortization related to property, plant and equipment and intangible assets used in continuing
operations was $28.3 million for the year-ended December 31, 2012, compared to $19.2 million for the same period
in 2011. Capital additions of $67.2 million during the year-ended December 31, 2012, and $79.7 million in 2011,
increased depreciation and amortization during 2012.
INTEREST AND FINANCE FEES
Interest expense from continuing operations totaled $2.7 million for the year-ended December 31, 2012, compared to
$1.7 million for the same period in 2011. The increase in interest expense was due to higher average debt balances
during 2012, compared to 2011. As at December 31, 2012, total funded debt outstanding was $63.0 million
compared to $36.7 million as at December 31, 2011. The increase in funded debt at December 31, 2012, is due to
capital expenditures of $67.2 million during 2012.
Finance fees from continuing operations totaled $0.2 million for the year-ended December 31, 2012, compared to
$0.1 million for the same period in 2011. Financing fees are costs incurred to secure debt financing. The increase in
fees for the year-ended December 31, 2012, is due to costs incurred to amend Strad’s syndicated credit agreement in
2012.
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RESTRUCTURING COSTS
Restructuring costs provided for in 2012 total $4.1 million and relate to one-time costs incurred regarding the U.S.,
operation restructuring that has been implemented in 2013. These costs include severance costs related to staff
reductions as well as costs to close premises, cancel services contracts and move equipment from the Eagle Ford
area. Management anticipates that the cost savings from this restructuring will be fully achieved by the second
quarter of 2013.
IMPAIRMENT OF ASSETS
Pursuant to Strad’s decision that further investment in the Communications product line was not aligned with Strad’s
strategic objectives and its subsequent decision to cease to offer Communications as a product line, Strad has
recognized an impairment on its assets of $2.4 million.
GAIN/LOSS ON FOREIGN EXCHANGE
Loss on foreign exchange from continuing operations for the year-ended December 31, 2012, was $0.7 million
compared to a gain of $0.3 million for the same period in 2011. The Company is exposed to foreign currency
fluctuations as certain balances within working capital may vary due to changing Canada/U.S. exchange rates. The
Company has exposure to U.S. dollars as operations in the U.S. have become a significant component of the
combined operations. The Canadian dollar has strengthened by 3% against the U.S. dollar over the past year (1 CAD
= 1.01 USD at December 31, 2012, compared to 1 CAD = 0.98 USD at December 31, 2011).
INCOME TAXES
For the year-ended December 31, 2012, the Company recorded income before income taxes, non-controlling interest
and discontinued operations of $7.9 million and the Company incurred current income tax expense of $1.9 million
and a deferred income tax recovery of $1.6 million from continuing operations, compared to a current tax expense of
$3.3 million and a deferred income tax expense of $7.3 million for the same period in 2011. 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 income 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 3% for
the year-ended December 31, 2012, compared to 33% for the same period in 2011. The overall effective tax rate for
the year-ended December 31, 2012, was lower due to a net loss in a higher tax rate foreign jurisdiction.
DISCONTINUED OPERATIONS
On January 13, 2012, the Company announced the sale of its Production Services Division. Therefore, the financial
results of the Production Services Division have been classified as discontinued operations in the Company’s
consolidated financial statements.
For the year-ended December 31, 2012, the Company recorded income of $0.4 million, net of tax, from discontinued
operations compared to a loss of $29.9 million, net of tax, for the same period in 2011.
NON-CONTROLLING INTEREST
For the year-ended December 31, 2012, non-controlling interest of $0.4 million was recorded compared to $1.4
million for the same period in 2011. Non-controlling interest exists in less than wholly-owned subsidiaries of the
Company and earnings or losses of the subsidiaries are included in the Company’s net income and adjusted to reflect
the portion attributable to the non-controlling interest. The Company purchased the only remaining minority interest
in one of its subsidiaries on October 1, 2012.
On March 1, 2012, the Company acquired the remaining 25% of the issued shares of one of its subsidiaries for
purchase consideration of $2.7 million. The Company now holds 100% of the equity share capital of the subsidiary.
The carrying amount of the non-controlling interest in the subsidiary on the date of acquisition was $1.1 million. The
Company recorded a decrease in equity attributable to owners of the parent of $1.6 million, representing the excess
between the consideration and the carrying amount of the non-controlling interest.
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On May 31, 2012, the Company acquired the remaining 10% of the issued shares of one its subsidiaries for share
purchase consideration of $1.9 million. The Company now holds 100% of the equity share capital of the subsidiary.
The carrying amount of the non-controlling interest in the subsidiary on the date of acquisition was $1.1 million. The
Company recorded a decrease in equity attributable to owners of the parent of $0.8 million, representing the excess
between the consideration and the carrying amount of the non-controlling interest.
On October 1, 2012, the Company acquired the remaining 10% of the issued shares of one of its subsidiaries for
purchase consideration of $1.2 million. The Company now holds 100% of the equity share capital of the subsidiary.
The Company recorded a decrease in equity attributable to owners of the parent of $1.0 million, representing the
excess between the consideration and the carrying amount of the non-controlling interest.
REDUCTION OF STATED CAPITAL
At the Annual and Special Meeting of Shareholders held on May 9, 2012, a reduction of stated capital of $39.1 million
was approved by way of a special resolution which eliminated the $29.8 million deficit as at December 31, 2011,
against share capital. The difference between the approved reduction of stated capital and deficit was included in
contributed surplus. The entire reduction of stated capital was attributable to previous goodwill write-downs and
elimination of the deficit provides a more representative view of the accumulated operating results of Strad.

SUMMARY OF QUARTERLY RESULTS

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

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

Dec. 31, 2012
41,465
7,675
679
8,354
(3,490)
(0.10)
(0.09)

Dec. 31, 2011
62,098
17,169
213
17,382
7,661
0.21
0.21

Three Months Ended
(unaudited)
Sep. 30, 2012
Jun. 30, 2012
51,094
12,030
610
12,640
2,937
0.08
0.08

Mar. 31, 2012

54,304
10,885
556
11,441
2,772
0.08
0.07

56,301
15,981
167
16,148
5,123
0.14
0.14

Three Months Ended
(unaudited)
Sep. 30, 2011
Jun. 30, 2011

Mar. 31, 2011

62,675
17,484
179
17,663
7,325
0.20
0.20

36,717
10,498
358
10,856
3,569
0.10
0.10

26,782
7,158
283
7,441
1,271
0.03
0.03

Notes:
(1)
(2)

EBITDA is a not a recognized measure under IFRS or previous GAAP; see “Non-IFRS Measures Reconciliation”.
2011 EBITDA and net income amounts are presented in accordance with IFRS.

Strad’s quarterly performance has historically been affected by seasonal variations in the WCSB. The Company has
geographically diversified its operations where approximately half of Strad’s gross capital assets are located in the
U.S. The United States does not normally experience the same reduction in drilling activity as the WCSB does in the
second quarter. Strad’s product diversity helps further mitigate seasonal variations. In Canada, the demand for
matting products is minimal during the first quarter, much stronger in the second quarter and third quarter and then
decreases through the end of the year. Demand for surface equipment is typically strong in the first quarter, decreases
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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, 2012

September 30, 2012

Current assets
Current liabilities
Working capital

50,010
36,982
13,028

55,238
31,121
24,117

Banking facilities
Operating facility
Syndicated revolving facility
Total facility borrowings

2,488
55,500
57,988

3,515
53,500
57,015

110,000
52,012

110,000
52,985

Total available facilities
Unused borrowing capacity

At December 31, 2012, working capital was $13.0 million compared with $24.1 million at September 30, 2012. The
reduction in working capital is consistent with the change in revenue from the third quarter of 2012 to the fourth
quarter of 2012. Funds from operations for the year-ended December 31, 2012, decreased to $44.8 million compared
with $49.9 million for the same period in 2011. During the same period in 2012, Strad spent $67.2 million on capital
additions compared with $79.7 million for the same period in 2011. Management monitors funds from operations
and the timing of capital additions to ensure adequate capital resources are available to fund Strad’s capital program.
On August 25, 2012, the Company amended its syndicated credit facility, increasing the operating facility by $10.0
million USD, decreasing standby rates charged on the undrawn portion of the committed facility, and extending the
maturity date to July 25, 2015. The Company’s syndicated banking facility consists of an operating facility with a
maximum principal amount of $15.0 million CAD and $10.0 million USD and an $85.0 million revolving facility,
both of which are subject to certain limitations on accounts receivable, inventory and net book value of fixed assets
and are secured by a general security agreement over the Company’s assets. The syndicated banking facility bears
interest at bank prime plus a variable rate, which is dependent on the Company’s funded debt to EBITDA ratio.
Based on the Company’s funded debt to EBITDA ratio of 1.3 to 1 at the end of the fourth quarter of 2012, the
interest rate on the syndicated banking facility is bank prime plus 1.25% on prime rate advances and at the prevailing
rate plus a stamping fee of 2.25% on bankers’ acceptances. For the year-ended December 31, 2012, the overall
effective rate on the operating facility and revolving facility were 4.21% and 3.77%, respectively. As of December
31, 2012, $2.5 million was drawn on the operating facility and $55.5 million was drawn on the revolving facility.
Payments on the revolving facility are interest only.
As at December 31, 2012, the Company was in compliance with all of the syndicated banking facility covenants.

CONTRACTUAL OBLIGATIONS
The Company’s contractual obligations as at December 31, 2012, were as follows:
($000’s)
Finance Leases
Operating leases
Total Commitments

Total
5,372
13,550
18,922

1 Year or Less
2,962
3,477
6,439

2-3 Years
2,228
4,432
6,660

4 Years and Beyond
182
5,641
5,823

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

Common shares – voting
Options
Fully diluted Common Shares

As of February 20, 2013
(unaudited)
37,251,301
2,084,666
39,335,967

OFF BALANCE SHEET ARRANGEMENTS
At December 31, 2012, the Company had no off-balance sheet arrangements.

TRANSACTIONS WITH RELATED PARTIES
COMPENSATION OF KEY MANAGEMENT
Key management includes the Company’s directors and members of the Executive Management team. The
compensation paid or payable to key management for services is shown below:

Salaries and short-term employee benefits
Share-based payments
Termination payments

Year-Ended December 31,
2012
2011
$ 2,036
$ 2,897
703
778
600
252
3,339
3,927

Certain key management personnel and a director have loans totaling $1.8 million from the Company. Proceeds of
the loans were used to purchase common shares in the Company. The loan balances are non-interest bearing for the
first three years of the loan for employees who are officers of the Company, and bears interest at the Company’s
prime lending rate thereafter. The loan is repayable upon the earlier of 10 years from the date of grant or upon
termination of the Executive’s employment.
On January 12, 2012, the Company sold its 100% shareholdings in Strad Production Services Ltd. and Sunwell
Industries Ltd. to a related party, being a former executive of the Company. The Company received proceeds of $8.4
million consisting of $7.4 million cash and a $1.0 million note receivable.
On June 1, 2012, a member of key management was granted a non-interest bearing forgivable loan of $100 thousand
from the Company. The loan is forgiven in $20 thousand dollar increments annually over the next five years on each
anniversary date of the loan based on continuous employment.
On June 29, 2012, the Company issued a loan of $335 thousand to an executive officer for purchase of common
shares in the Company.
On August 20, 2012, the Company issued a loan of $243 thousand to a member of the Executive Management team
for purchase of common shares in the Company.
On December 11, 2012, the Company issued a loan of $193 thousand to a member of the Executive Management
team for purchase of common shares in the Company.
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FINANCIAL INSTRUMENTS
All of the Company’s financial instruments as at December 31, 2012, 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 financial
instruments such as derivatives. Of the Company’s financial instruments, accounts receivable represents 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 accounts receivable are
due from companies in the oil and natural gas industry and are subject to the normal industry credit risk.
Management views the credit risk related to accounts receivable as minimal. Funds drawn under the syndicated
banking facility bear interest at a floating interest rate. Therefore, to the extent that the Company borrows under this
facility, the Company is at risk to rising interest rates.
The Company is exposed to the following additional risks:
Liquidity risk is the risk that the Company will not be able to meet financial obligations at the point at which they
become due. Management’s approach to managing risk includes utilizing detailed working capital, cash and capital
expenditure forecasting and monthly budgeting to ensure liquidity is available when the financial obligations are due.
Management’s assessment of its liquidity reflects estimates, assumptions and judgments relating to current market
conditions.
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will affect the
Company’s net earnings or the value of its financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable limits, while maximizing returns.
Foreign currency exchange rate risk is the risk that the fair value of future cash flows will fluctuate as a result of
changes in foreign exchange rates. The Company is exposed to foreign exchange risk associated with its U.S.
Operations where revenues, costs, and purchases of capital assets are denominated in USD. The Company is also
exposed to foreign exchange risk as certain balances within working capital may fluctuate due to changing
Canada/U.S. exchange rates. The Company does not utilize derivative financial instruments with respect to foreign
exchange. For the year-ended December 31, 2012, 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 $24 thousand (2011 - $148
thousand).

CHANGES IN ACCOUNTING POLICY AND DISCLOSURES
(i)

New and amended standards adopted by the Company

There are no IFRSs or IFRIC interpretations that are effective for the first time for the financial year beginning on or
after January 1, 2012, that would be expected to have a material impact on the Company. There have been no
changes in the Company’s accounting policies in the year-ended December 31, 2012.
(ii) New standards, amendments and interpretations issued but not yet effective for the first time for the financial
year beginning on or after January 1, 2013.
IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial assets and
financial liabilities. IFRS 9 was issued in November 2009 and October 2010. It replaces the parts of IAS 39 that
relate to the classification and measurement of financial instruments. IFRS 9 requires financial assets to be classified
into two measurement categories: those measured at fair value and those measured at amortized cost. The
determination is made at initial recognition. The classification depends on the entity’s business model for managing
its financial instruments and the contractual cash flow characteristics of the instrument. For financial liabilities, the
standard retains most of the IAS 39 requirements.
The main change is that, in cases where the fair value option is taken for financial liabilities, the part of a fair value
change due to an entity’s own credit risk is recorded in other comprehensive income rather than the income
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statement, unless this creates an accounting mismatch. The Company is yet to assess IFRS 9’s full impact and
intends to adopt IFRS 9 no later than the accounting period beginning January 1, 2015.
IFRS 10, ‘Consolidated financial statements’ builds on existing principles by identifying the concept of control as the
determining factor in whether an entity should be included within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist in the determination of control where this is difficult to
assess. The adoption of this standard is not expected to have a material impact on the Company’s financial
statements and the Company intends to adopt IFRS 10 no later than the accounting period beginning January 1,
2013.
IFRS 12, ‘Disclosures of interests in other entities’ includes the disclosure requirements for all forms of interests in
other entities, including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles.
The adoption of this standard is not expected to have a material impact on the Company’s financial statements and
the Company intends to adopt IFRS 12 no later than the accounting period beginning January 1, 2013.
IFRS 13, ‘Fair value measurement’, aims to improve consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value measurement and disclosure requirements for use across
IFRSs. The requirements do not extend the use of fair value accounting but provide guidance on how it should be
applied where its use is already required or permitted by other standards within IFRSs. The Company is yet to assess
IFRS 13’s full impact and intends to adopt IFRS 13 no later than the accounting period beginning January 1, 2013.
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.

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

DISCLOSURE CONTROLS AND PROCEDURES
The Chief Executive Officer and the Chief Financial Officer, have designed, or have caused to be designed under
their supervision, the Company’s disclosure controls and procedures to provide reasonable assurances that the
information required to be disclosed by the Company in its filings or other reports submitted by it under securities
legislation is in compliance with the time periods specified in the securities legislation. They are assisted in this
responsibility by the Company’s Management team. These disclosure controls and procedures include controls and
procedures which have been designed to ensure that the information required to be disclosed by the Company in its
filings or other reports submitted by it under securities legislation is accumulated and communicated to the
Company’s Management to allow timely decisions regarding required disclosure.
As at December 31, 2012, 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 have concluded that, as at December 31, 2012, Strad’s disclosure controls and procedures, as defined
by National Instrument 52-109, Certification of Disclosure in Issuers’ Annual and Interim Filings, were effective.
During 2012, Strad has focused on continuous improvement and improved execution of its disclosure controls and
procedures. 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 yearended December 31, 2012, 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 will have to certify on a quarterly and annual basis that senior management has designed
such internal controls over financial reporting (“ICFR”), or caused them to be designed under their supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with IFRS. The control framework used to design ICFR is the
Internal Control – Integrated Framework (“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, 2012, 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.
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During the year-ended December 31, 2012, there have been no changes in the Company’s internal controls over
financial reporting that have materially affected, or are reasonably likely to have materially affected the Company’s
internal controls over financial reporting.

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

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

NON-IFRS MEASURES RECONCILIATION
Certain supplementary measures in this MD&A do not have any standardized meaning as prescribed under IFRS and
previous GAAP 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 or previous GAAP measure.
However, they should not be used as an alternative to IFRS or previous GAAP, because they may not be consistent
with calculations of other companies. These measures are further explained below.
Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS
and previous GAAP. Management believes that in addition to net income, EBITDA is a useful supplemental measure
as it provides an indication of the results generated by the Company’s principal business activities prior to
consideration of how those activities are financed or how the results are taxed. EBITDA is calculated as net income
from continuing operations plus interest, finance fees, taxes, depreciation and amortization, non-controlling interest,
loss on disposal of property, plant and equipment, loss on foreign exchange, restructuring charges, impairment loss,
less gain on foreign exchange and gain on disposal of property, plant and equipment. Segmented EBITDA is based
upon the same calculation for defined business segments, which are comprised of Canadian Operations, U.S.
Operations, Product Sales and Corporate. Adjusted EBITDA is calculated as EBITDA discussed above plus
Communications operating loss.
Funds from operations are cash flow from operating activities excluding changes in working capital and discontinued
operations plus restructuring expense. 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 is used by
Management to gauge what banking facilities are available for reinvestment in the business.
Annualized return on average total assets for year-ended
December 31, 2012, is calculated as annualized year to date
EBITDA divided by the average of total assets over the fourth
quarter of 2011 and first, second and third quarters of 2012,
including a three month lag. The three month lag represents
the time between the purchase of capital assets and when they
are deployed in the field and earning revenue. In 2011, the
return on average total assets calculation was adjusted to
include total Company assets, whereas prior calculations
included total drilling services assets only.
Funded debt is calculated as bank indebtedness plus current
and long-term portion of debt plus current and long-term
portion of finance lease obligations, less cash.
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RECONCILIATION OF EBITDA AND FUNDS FROM OPERATIONS
($000’s)
Three Months Ended
December 31,
2012
2011
Net income from continuing operations
Add:
Depreciation and amortization
Loss/(gain) on disposal of PP&E
Non-controlling interest
Share-based payments
Deferred income tax (recovery)/expense
Financing fees
Restructuring expense
Impairment Loss
Interest expense
Funds from operations

2012

Year-Ended December 31,
2011

2010

(3,490)

7,661

7,342

19,827

5,997

7,667
226
239
(3,804)
66
4,129
2,350
739
8,122

5,713
(96)
543
117
1,499
620
16,057

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

19,198
(185)
1,373
643
7,291
1,796
49,943

10,577
(98)
715
558
3,962
35
2,248
23,994

Add:
(Gain)/loss on foreign exchange
Current income tax (recovery)/expense
Subtotal

(195)
(13)
7,914

52
1,177
17,286

684
1,862
47,390

(262)
3,271
52,952

637
(336)
24,295

Deduct:
Share-based payments
EBITDA

239
7,675

117
17,169

819
46,571

643
52,309

558
23,737

Communications Operating Loss
EBITDA (Adjusted)

679
8,354

213
17,382

2,012
48,583

1,033
53,342

23,737

RECONCILIATION OF QUARTERLY NON-IFRS MEASURES
($000’s)

Dec. 31, 2012
Net income from continuing operations
Add:
Depreciation and amortization
Loss/(gain) on disposal of PP&E
(Gain)/loss on foreign exchange
Non-controlling interest
Current income tax (recovery)/expense
Deferred income tax (recovery)/expense
Interest expense
Restructuring expense
Impairment Loss
Finance fees
EBITDA
Communications Operating Loss
EBITDA (Adjusted)

Strad Energy Services Ltd.

Three Months Ended
(unaudited)
Sep. 30, 2012
Jun. 30, 2012

Mar. 31, 2012

(3,490)

2,937

2,772

5,123

7,667
226
(195)
(13)
(3,804)
739
4,129
2,350
66
7,675

7,362
22
510
22
788
(528)
854
63
12,030

7,003
(11)
(32)
(187)
(104)
748
638
58
10,885

6,253
35
401
520
1,191
1,956
444
58
15,981

679
8,354

610
12,640

556
11,441

167
16,148
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RECONCILIATION OF QUARTERLY NON-IFRS MEASURES
($000’s)

Dec. 31, 2011

Three Months Ended
(unaudited)
Sep. 30, 2011
Jun. 30, 2011

Mar. 31, 2011

Net income from continuing operations
Add:
Depreciation and amortization
(Gain)/loss on disposal of PP&E
Loss/(gain) on foreign exchange
Non-controlling interest
Current income tax expense
Deferred income tax expense
Interest expense
Restructuring expense
Impairment Loss
Finance fees
EBITDA

7,661

7,325

3,569

1,272

5,713
(96)
52
543
1,177
1,499
620
17,169

5,214
52
(915)
497
2,074
2,749
457
31
17,484

4,611
(119)
329
(210)
1,832
486
10,498

3,660
(22)
272
543
20
1,211
202
7,158

Communications Operating Loss
EBITDA (Adjusted)

213
17,382

179
17,663

358
10,856

283
7,441
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AUDITOR’S REPORT

February 27, 2013
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, 2012 and December
31, 2011 and the consolidated statements of income, comprehensive income, statement of 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, 2012 and December 31, 2011 and its financial
performance and its cash flows for the years then ended in accordance with International Financial Reporting
Standards.

Chartered Accountants
Calgary, Alberta
Strad Energy Services Ltd.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at December 31, 2012 and 2011
(in thousands of Canadian dollars)

As at December 31,
2012
$

Assets
Current assets
Trade receivables
Inventories (note 5)
Prepaids and deposits
Current portion of notes receivable (note 6)
Income taxes receivable

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

49,466
7,950
4,263
1,352
63,031

4,728

-

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

126,439
2,752
683
17,277
2,873
213,055
14,056
227,111

Assets held for sale (note 7)
Non-current assets
Property, plant and equipment (note 8)
Intangible assets (note 9)
Notes receivable (note 6)
Goodwill (note 10)
Deferred income tax assets
Assets of disposal group classified as held for sale (note 21)
Total assets

As at December 31,
2011
$

Liabilities
Current liabilities
Bank indebtedness (note 11)
Accounts payable and accrued liabilities
Deferred revenue
Current portion of obligations under finance lease (note 12)
Current portion of note payable (note 13)
Income taxes payable
Dividend payable (note 16)
Restructuring provision (note 14)
Non-current liabilities
Long-term debt (note 15)
Obligations under finance lease (note 12)
Deferred income tax liabilities
Liabilities of disposal group classified as held for sale (note 21)
Total liabilities
Equity
Equity attributable to owners of the parent
Share capital (note 16)
Contributed surplus (note 16)
Accumulated other comprehensive loss
Retained earnings (deficit)
Non-controlling interests (note 17)
Total equity
Total liabilities and equity

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

5,570
30,812
2,245
4,383
3,392
46,402

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

23,500
3,282
13,666
86,850
6,988
93,838

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

157,042
3,017
(585)
(28,260)
131,214
2,059
133,273
227,111

Events after the reporting period (note 29)

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF INCOME
For the years ended December 31, 2012 and 2011
(in thousands of Canadian dollars, except per share amounts)

2012

2011

$

$

203,164

188,272

122,071
26,715
1,570
33,703
819
272
684
245
2,675
2,350
4,129

106,417
17,785
1,413
28,903
643
(185)
(262)
83
1,713
-

7,931
234
7,697

31,762
10,562
21,200

437

(29,852)

8,134

(8,652)

7,779
355
8,134

(10,025)
1,373
(8,652)

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

$0.20
$0.20

$0.54
$0.54

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

$0.01
$0.01

($0.81)
($0.81)

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

$0.21
$0.21

($0.27)
($0.27)

Continuing operations
Revenue
Expenses
Operating expenses
Depreciation
Amortization of intangible assets
Selling, general administration
Share-based payments
Loss (gain) on disposal of property, plant and equipment
Foreign exchange loss (gain)
Finance fees
Interest expense
Impairment loss (note 19)
Restructuring expense (note 14)
Income before income tax from continuing operations
Income tax (note 20)
Net income from continuing operations for the year
Income (loss) from discontinued operations, net of tax (note 21)
Net income (loss) for the year
Net income (loss) attributable to:
Owners of the parent
Non-controlling interests

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the years ended December 31, 2012 and 2011
(in thousands of Canadian dollars)

2012
$

2011
$

Net income (loss) for the year

8,134

(8,652)

Other comprehensive (loss) income
Cumulative translation adjustment
Total other comprehensive (loss) income
Comprehensive income (loss) for the year

(866)
(866)
7,268

274
274
(8,378)

6,913
355
7,268

(9,778)
1,400
(8,378)

Comprehensive income (loss) attributable to:
Owners of the parent
Non-controlling interests

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, 2012 and 2011
ATTRIBUTABLE TO EQUITY OWNERS OF THE COMPANY
Share
capital
$

Contributed
surplus
$

Accumulated
other
comprehensive
loss
$

157,042

3,017

(585)

-

-

-

(in thousands of Canadian dollars)

Balance – January 1, 2012
Net income for the year
Other comprehensive loss
(net of tax):
Cumulative translation adjustment
Comprehensive (loss) income for the
year
Reduction of stated capital (note 16)
Exercise of options
Shareholder loan repayment
Shareholder loans issued (note 27)
Interest on shareholder loans (note 27)
Purchase of non-controlling interest (note
17)
Dividends declared (note 16)
Employee share options:
Value of services recognized
Reversal of cumulative translation
adjustment on purchased
non-controlling interest
Other
Balance – December 31, 2012
Balance – January 1, 2011
Net income for the year
Other comprehensive loss
(net of tax):
Cumulative translation adjustment
Comprehensive (loss) income for the
year
Share issuance costs
Shareholder loan
Employee share options:
Value of services recognized
Balance – December 31, 2011

Retained
earnings
(deficit)
$

Total
$

Noncontrolling
Interest
$

Total
equity
$

(28,260)

131,214

2,059

133,273

-

7,779

7,779

355

8,134

-

(866)

-

(866)

-

(866)

(39,086)
24
271
(772)
(17)
-

9,234
(60)
(1,854)

(866)
-

7,779
29,852
(1,592)

6,913
(36)
271
(772)
(17)
(3,446)

355
(2,418)

7,268
(36)
271
(772)
(17)
(5,864)

-

-

-

(6,147)

(6,147)

-

(6,147)

-

622

-

-

622

-

622

117,462

61
(4)
11,016

(1,451)

1,632

61
(4)
128,659

4
-

61
128,659

157,071

2,221

(832)

(18,235)

140,225

659

140,884

-

-

-

(10,025)

(10,025)

1,373

(8,652)

-

-

247

-

247

27

274

(147)
118

-

247
-

(10,025)
-

(9,778)
(147)
118

1,400
-

(8,378)
(147)
118

157,042

796
3,017

(585)

(28,260)

796
131,214

2,059

796
133,273

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, 2012 and 2011
(in thousands of Canadian dollars)

2012
$

2011
$

8,134

(8,652)

28,285
(1,628)
651
2,675
245
272
441
2,350
9,669
51,094

22,802
7,123
796
1,860
83
(222)
10,460
19,888
(8,194)
45,944

(63,270)
961
(1,557)
7,129
(2,481)
(5,864)
(34)
(2,433)
(67,549)

(74,583)
995
(768)
6,000
(4,897)
(73,253)

Financing activities
Proceeds on issuance of long-term debt
Repayment of long-term debt
Repayment of finance lease obligations (net)
Share issuance costs
Issue of share capital on exercise of stock options
Issue of shareholder loan
Repayment of shareholder loan
Interest paid on debt
Finance fees
Payment of dividends
Net cash generated from financing activities

37,000
(5,000)
(2,645)
24
(772)
271
(2,675)
(245)
(4,098)
21,860

61,000
(37,500)
(6,168)
(147)
118
(1,860)
(83)
15,360

Effect of exchange rate changes on cash and cash equivalents

(2,118)

(2,242)

3,287

(14,191)

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

(5,775)
(2,488)

8,416
(5,775)

Cash and cash equivalents - included in liabilities of disposal group (note 21)
Cash and cash equivalents (including bank indebtedness) – end of year

(2,488)

(205)
(5,570)

6,415

-

Cash flow provided by (used in)
Operating activities
Net income (loss) for the year
Adjustments for:
Depreciation and amortization
Deferred income tax
Share-based payments
Interest expense
Finance fees
Loss (gain) on disposal of property, plant and equipment
Loss/impairment on sale of investment in subsidiary
Loss/impairment on fair value adjustment of assets classified as held for sale
Impairment loss
Changes in items of non-cash working capital (note 23)
Net cash generated from operating activities
Investing activities
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchase of intangible assets
Proceeds on sale of subsidiaries (note 21)
Purchase of assets held for sale
Purchase of non-controlling interest (note 17)
Cash settlement on stock option exercises
Changes in items of non-cash working capital (note 23)
Net cash used in investing activities

Increase (decrease) in cash and cash equivalents

Cash paid for income tax

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, 2012 and 2011
(in thousands of Canadian dollars)
1. GENERAL INFORMATION
Strad Energy Services Ltd. (the “Company”), is an energy services company that focuses on providing well-site
infrastructure activation solutions to the oil and natural gas industry in Canada and the United States (U.S.).
The Company is a publicly listed company incorporated and domiciled in Canada under the legislation of the
Province of Alberta. The consolidated financial statements of the Company as at and for the year-ended December
31, 2012, and 2011, comprise the Company and its subsidiaries.
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 27, 2013.

2. BASIS OF PREPARATION
The Company prepares its consolidated financial statements in accordance with International Financial Reporting
Standards (“IFRS”).
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires Management to exercise its judgment in the process of applying the group’s accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are disclosed in note 4.
The policies applied in these consolidated financial statements are based on IFRS issued and outstanding as of
February 27, 2013, the date the Board approved the financial statements.

3. SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies used in the preparation of these consolidated financial statements are described
below.
BASIS OF MEASUREMENT
The consolidated financial statements have been prepared under the historical cost convention as modified by assets
of disposal group classified as held for sale.
CHANGES IN ACCOUNTING POLICY AND DISCLOSURES
(i)

New and amended standards adopted by the Company

There are no IFRSs or IFRIC interpretations that are effective for the first time for the financial year beginning on or
after January 1, 2012, that would be expected to have a material impact on the Company.
(ii) New standards, amendments and interpretations issued but not yet effective for the first time for the financial
year beginning on or after January 1, 2013.
Strad Energy Services Ltd.
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IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial assets and
financial liabilities. IFRS 9 was issued in November 2009 and October 2010. It replaces the parts of IAS 39 that
relate to the classification and measurement of financial instruments. IFRS 9 requires financial assets to be classified
into two measurement categories: those measured at fair value and those measured at amortized cost. The
determination is made at initial recognition. The classification depends on the entity’s business model for managing
its financial instruments and the contractual cash flow characteristics of the instrument. For financial liabilities, the
standard retains most of the IAS 39 requirements. The main change is that, in cases where the fair value option is
taken for financial liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in other
comprehensive income rather than the income statement, unless this creates an accounting mismatch. The Company
is yet to assess IFRS 9’s full impact and intends to adopt IFRS 9 no later than the accounting period beginning
January 1, 2015.
IFRS 10, ‘Consolidated financial statements’ builds on existing principles by identifying the concept of control as the
determining factor in whether an entity should be included within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist in the determination of control where this is difficult to
assess. The adoption of this standard is not expected to have a material impact on the Company’s financial
statements and the Company intends to adopt IFRS 10 no later than the accounting period beginning January 1,
2013.
IFRS 12, ‘Disclosures of interests in other entities’ includes the disclosure requirements for all forms of interests in
other entities, including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles.
The adoption of this standard is not expected to have a material impact on the Company’s financial statements and
the Company intends to adopt IFRS 12 no later than the accounting period beginning January 1, 2013.
IFRS 13, ‘Fair value measurement’, aims to improve consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value measurement and disclosure requirements for use across
IFRSs. The requirements do not extend the use of fair value accounting but provide guidance on how it should be
applied where its use is already required or permitted by other standards within IFRSs. The Company is yet to assess
IFRS 13’s full impact and intends to adopt IFRS 13 no later than the accounting period beginning January 1, 2013.
There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a material
impact on the Company.
CONSOLIDATION
(i)

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Company has the power to govern the
financial and operating policies generally accompanying a shareholding of more than one half of the voting rights.
The existence and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Company controls another entity.
The Company also assesses existence of control where it does not have more than 50% of the voting power but is
able to govern the financial and operating policies by virtue of de-facto control. De-facto control may arise in
circumstances where the size of the Company’s voting rights relative to the size and dispersion of holdings of other
shareholders give the Company the power to govern the financial and operating policies.
Subsidiaries are fully consolidated from the date on which control is transferred to the Company. They are
deconsolidated from the date that control ceases.
The Company applies the acquisition method to account for business combinations. The consideration transferred for
the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred to the former owners
of the acquiree and the equity interests issued by the Company. The consideration transferred includes the fair value
of any asset or liability resulting from a contingent consideration arrangement. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the
Strad Energy Services Ltd.

| 36

2012 Annual Report

Notes to the Consolidated
Annual Financial Statements

acquisition date. The Company recognizes any non-controlling interest in the acquiree on an acquisition-byacquisition basis, either at fair value or at the non-controlling interest’s proportionate share of the recognized
amounts of acquiree’s identifiable net assets.
Acquisition-related costs are expensed as incurred.
Goodwill is initially measured as the excess of the aggregate of the consideration transferred and the fair value of
non-controlling interest over the net identifiable assets acquired and liabilities assumed. If this consideration is lower
than the fair value of the net assets of the subsidiary acquired, the difference is recognized in profit or loss.
Inter-company transactions, balances, income and expenses on transactions between the Company and its
subsidiaries are eliminated. Profits and losses resulting from inter-company transactions that are recognized in assets
are also eliminated.
(ii) Non-controlling interests
Non-controlling interests represent equity interests in subsidiaries owned by outside parties. The share of net assets
of subsidiaries attributable to non-controlling interests is presented as a component of equity. Their share of net
income and comprehensive income is recognized directly in equity.
(iii) Changes in ownership interests in subsidiaries without change of control
Transactions with non-controlling interests that do not result in loss of control are accounted for as equity
transactions, that is, as transactions with the owners in their capacity as owners. The difference between fair value of
any consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary is recorded
in equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.
(iv) Disposal of subsidiaries
When the Company ceases to have control, any retained interest in the entity is re-measured to its fair value at the
date when control is lost, with the change in carrying amount recognized in profit or loss. The fair value is the initial
carrying amount for the purposes of subsequently accounting for the retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously recognized in other comprehensive income in respect of that
entity are accounted for as if the Company had directly disposed of the related assets or liabilities. This may mean
that amounts previously recognized in other comprehensive income are reclassified to profit or loss.
SEGMENT REPORTING
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as Executive Management that makes strategic decisions.
FOREIGN CURRENCY TRANSLATION
(i)

Functional and presentation currency

The Company’s presentation currency is the Canadian dollar (“$”). The functional currencies of Strad Energy
Services Ltd. and its U.S. subsidiaries are the Canadian Dollar and U.S. Dollar (“USD”), respectively. These
consolidated financial statements have been translated to the Canadian Dollar in accordance with IAS 21 - The
Effects of Changes in Foreign Exchange Rates. This standard requires that assets and liabilities be translated using
the exchange rate at period end, and income, expenses and cash flow items are translated using the rate that
approximates the exchange rates at the dates of the transactions (i.e. the average rate for the period). All resulting
translation differences are recognized in other comprehensive income as “Cumulative Translation Adjustment”.
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(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation at year-end exchange rates of monetary assets and liabilities are recognized in
the statement of income.
CASH AND CASH EQUIVALENTS
In the consolidated statement of cash flows, cash and cash equivalents includes cash on hand, deposits held with
banks, other short-term highly liquid investments with original maturities of three months or less and bank
indebtedness. In the consolidated balance sheet, bank indebtedness is classified as a current liability, separate from
cash and cash equivalents.
FINANCIAL INSTRUMENTS
All financial instruments are measured at fair value upon initial recognition of the transaction and measurement in
subsequent periods is dependent on whether the instrument is classified as “fair value through profit and loss”,
“available-for-sale”, “held-to-maturity”, “loans and receivables”, or “financial liabilities measured at amortized
cost”.
Financial instruments classified as “fair value through profit and loss” are subsequently re-valued to fair market
value with changes in the fair value being recognized into earnings; financial instruments classified as “available-forsale” are subsequently re-valued to fair market value with changes in the fair value being recognized to other
comprehensive income and financial instruments designated as “held-to-maturity”, “loans and receivables”, and
“financial liabilities measured at amortized cost” are valued at amortized cost using the effective interest method of
amortization.
FAIR VALUES
The Company’s financial instruments consist of cash and cash equivalents, trade receivables, notes receivable, bank
indebtedness, accounts payable and accrued liabilities, finance lease obligations, notes payable, dividends payable,
restructuring provision and long-term debt. The fair value of these financial instruments approximates their carrying
values, unless otherwise noted.
IMPAIRMENT OF FINANCIAL ASSETS
At each reporting date, the Company assesses whether there is objective evidence that a financial asset is impaired. If
such evidence exists, the Company recognizes an impairment loss, as follows:
(i) Financial assets carried at amortized cost: The loss is the difference between the amortized cost of the loan
or receivable and the present value of the estimated future cash flows, discounted using the instrument’s original
effective interest rate. The carrying amount of the asset is reduced by this amount either directly or indirectly
through the use of an allowance account and the loss is recognized in the consolidated statement of income.
(ii) Financial assets classified as available for sale: The cumulative loss is measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that financial asset previously
recognized in other comprehensive income which is removed from accumulated other comprehensive income and
recognized in the consolidated statement of income.
Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods if the amount of
the loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized.
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TRADE RECEIVABLES
Trade receivables are amounts due from customers for products sold or services performed in the ordinary course of
business. Trade receivables are recognized initially at fair value and subsequently measured at amortized cost using
the effective interest method, less provision for impairment.
INVENTORIES
Inventories are stated at the lower of cost and net realizable value. Cost is determined using the average cost method.
The cost of finished goods and work-in-progress comprises design costs, raw materials, direct labour, depreciation
on property, plant and equipment, amortization of intangible assets, and related production overhead costs. Net
realizable value is the estimated selling price less applicable selling expenses.
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditures that are directly attributable to the acquisition of the asset. Subsequent
costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost can be
measured reliably. The carrying amount of a replaced asset is derecognized when replaced. Repairs and maintenance
costs are charged to the statement of income during the period in which they are incurred.
Land is not depreciated. The major categories of property, plant and equipment are depreciated on a straight-line
basis as follows:
Building
Automotive equipment
Furniture and fixtures
Computer hardware
Tools and equipment
Leasehold improvements
Rental equipment

20 years
5 years
5 years
3 years
3 – 5 years
Length of current lease
3 – 15 years

The Company allocates the amount initially recognized in respect of an item of property, plant and equipment to its
significant parts and depreciates separately each such part. Residual values, method of amortization and useful lives
of the assets are reviewed annually and adjusted if appropriate.
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount of the asset and
are included as part of (gain) loss on disposal of property, plant and equipment in the consolidated statement of
income.
IDENTIFIABLE INTANGIBLE ASSETS
The Company’s intangible assets include patented technology, customer relationships, non-competition covenants
and computer software with finite useful lives. These assets are capitalized and amortized on a straight-line basis in
the statement of income over the period of their expected useful lives as follows:
Customer relationships
Patent
Technology asset
Non-competition covenants
Computer software

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

Development costs that are directly attributable to the design and testing of identifiable technology assets controlled
by the Company are recognized as intangible assets when the following criteria are met:
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(i)
(ii)
(iii)
(iv)
(v)

it is technically feasible to complete the technology asset so that it will be available for use;
management intends to complete the technology asset and use or sell it;
there is an ability to use or sell the technology asset;
it can be demonstrated how the technology asset will generate probable future economic benefits;
adequate technical, financial and other resources to complete the development and to use or sell the
technology asset are available; and
(vi) the expenditure attributable to the technology asset during its development can be reliably measured.
Directly attributable costs that are capitalized as part of technology assets include costs of employee wages and
benefits, professional fees, direct materials and costs of testing required to bring the asset to its working condition.
Other development expenditures that do not meet these criteria are recognized as an expense as incurred.
Development costs previously recognized as an expense are not recognized as an asset in a subsequent period.
GOODWILL
Upon acquisition, goodwill is attributed to the applicable cash –generating unit (“CGU”) or aggregate CGU’s that are
expected to benefit from the business combination’s synergies. Goodwill is attributed to the CGU’s that collectively
form the Canadian Operations and U.S. Operations segments. This represents the lowest level that goodwill is
monitored for internal management purposes. Subsequent measurement of goodwill is at cost less any accumulated
impairments.
Goodwill, which is calculated as the aggregate of the consideration transferred, the amount of any non-controlling
interest, and the fair value of any previously held interest less the fair value of the net assets acquired, is not
amortized. Rather, goodwill is tested for impairment at least annually and any resulting impairment loss is
recognized in income in the year that it is identified. The carrying value of goodwill is compared to the recoverable
amount, which is the greater of its fair value less costs to sell or value in use. Value in use is derived by estimating
the discounted after-tax future net cash flows for the aggregated CGU’s. Discounted future net cash flows are based
on forecasted revenues and expenses over the expected economic life of the underlying revenue generating assets
and discounted using market rates. Value in use is determined by estimating the present value of the future net cash
flows expected to be derived from the continued use of the asset or CGU.
IMPAIRMENT OF NON-FINANCIAL ASSETS
The carrying value of long-term assets, excluding goodwill, is reviewed for impairment whenever events or changes
in circumstances indicate that the carrying value of an asset or CGU may not be recoverable. If indicators of
impairment exist, the recoverable amount of the asset or CGU is estimated. If the carrying value of the asset or CGU
exceeds the recoverable amount, the asset or CGU is written down with an impairment recognized in net income.
The recoverable amount of an asset or CGU is the greater of its fair value less costs to sell and its value in use. Fair
value is determined to be the amount for which the asset could be sold for in an arm’s length transaction.
Reversals of impairments are recognized when the indicators that an impairment loss recognized in prior periods
may no longer exist, or may have decreased. In this event, the carrying amount of the asset or CGU is increased to its
revised recoverable amount with an impairment reversal recognized in net earnings. The recoverable amount is
limited to the original carrying amount less depreciation and amortization as if no impairment had been recognized
for the asset or CGU for prior periods.
NON-CURRENT ASSETS (OR DISPOSAL GROUPS) HELD FOR SALE
Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be
recovered principally through a sale transaction and a sale is considered highly probable. They are stated at the lower
of carrying amount and fair value less costs to sell.
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SHARE CAPITAL
Common shares are classified as equity. Incremental costs directly attributable to the issuance of shares are
recognized as a deduction from equity.
DIVIDEND DISTRIBUTION
Dividend distribution to the Company’s shareholders is recognized as a liability in the financial statements in the
period in which dividends are approved by the Company’s Board.
CURRENT AND DEFERRED INCOME TAX
Income tax comprises current and deferred tax. Income tax is recognized in the consolidated statement of income
except to the extent that it relates to items recognized in other comprehensive income or directly in equity, in which
case the income tax is also recognized directly in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted at the end of the
reporting period.
Deferred tax is recognized, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the consolidated financial statements. Deferred income tax is
determined on a non-discounted basis using tax rates and laws that have been enacted or substantively enacted at the
balance sheet date and are expected to apply when the deferred tax asset or liability is settled.
A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against
which the asset can be utilized. To the extent that the Company does not consider it probable that a deferred tax asset
will be recovered, the deferred tax asset is reduced.
Deferred income tax assets and liabilities are presented as non-current.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Company intends to settle its current tax assets and liabilities on a net basis.
EMPLOYEE BENEFITS
(i)

Short-term benefits

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

Services and rental:

The Company’s services and rental equipment are generally sold based upon service orders or contracts with
customers that include fixed or determinable prices based upon daily, hourly or job rates. Revenue is recognized
when the service has been provided in accordance with the agreed arrangement, the rate is fixed and determinable,
and the collection of the amounts billed to the customer is considered probable. Contract terms do not include a
provision for significant post-service delivery obligations.
(ii) Sale of goods:
Revenue is recognized when it is probable that the economic benefits will flow to the Company and delivery has
occurred, the sales price is fixed or determinable, and collectability is reasonably assured. These criteria are generally
met at the time the product is shipped and delivered to the customer and, depending on the delivery conditions, title
and risk have passed to the customer and acceptance of the product, when contractually required, has been obtained.
(iii) Contract:
When the outcome of individual contracts can be estimated reliably, contract revenue and contract expenses are
recognized as revenue and expenses respectively by reference to the stage of completion at the reporting date. This is
measured by surveys of work performed to date. Full provision is made for all known expected losses on individual
contracts once such losses are foreseen.
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.
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INTEREST EXPENSE
Interest expense comprises interest costs on the Company’s borrowings and is recognized in profit and loss when
incurred. General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their intended use
or sale. The Company does not capitalize borrowing costs as the Company does not have any qualifying assets.
EARNINGS PER SHARE
Basic earnings per share (“EPS”) is calculated by dividing the net income (loss) for the period attributable to equity
owners of the Company by the weighted average number of common shares outstanding during the period.
Diluted EPS is calculated by adjusting the weighted average number of common shares outstanding for dilutive
instruments. The number of shares included with respect to options, is computed using the treasury stock method.
The Company’s potentially dilutive common shares comprise stock options granted to directors, officers, and
employees.

4.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The timely preparation of the consolidated financial statements requires that Management make estimates and use
judgment regarding the reported amounts of assets and liabilities as at the date of the consolidated financial
statements and the reported amounts of revenues and expenses during the period. Such estimates primarily relate to
unsettled transactions and events as at the date of the consolidated financial statements. Accordingly, actual results
may differ from estimated amounts as future confirming events occur. Significant estimates and judgments made by
Management in the preparation of these consolidated financial statements are outlined below.
The Company’s assets are segregated into CGU’s based on their ability to generate largely independent cash flows
and are used for impairment testing. The determination of the Company’s CGU’s is subject to Management’s
judgment.
The Company tests annually whether goodwill has suffered any impairment. Non-financial assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying value of an asset or CGU may
not be recoverable. The recoverable amounts of assets or CGU’s are determined using the greater of fair value less
costs to sell and value-in-use. Fair value less costs to sell and value-in-use calculations require the use of estimates,
assumptions and judgments. Value-in-use calculations require Management to use assumptions regarding discount
rates and estimated future cash flows. Fair value less costs to sell requires Management to make judgments of fair
value using market conditions as well as estimations of costs to sell.
Amounts recorded for depreciation and amortization are based on the estimated useful lives of the underlying assets.
Useful lives are based on Management’s best estimate using knowledge of past transactions, and as such are subject
to measurement uncertainty. The estimates are reviewed at least annually and are updated if expectations change as a
result of physical wear and tear and legal or other limits to use. It is possible that changes in these factors may cause
changes in the estimated useful lives of the Company’s property, plant and equipment in the future.
Compensation costs accrued for long-term stock-based compensation plans are subject to their fair value estimation
by using pricing models such as the Black-Scholes model which is based on significant assumptions such as
volatility, dividend yield and expected term.
Inventory is to be carried at the lower of cost and net realizable value. Management’s best estimate of net realizable
value is the selling price prevailing in the market.
Tax interpretations, regulations and legislation in the various jurisdictions in which the Company and its subsidiaries
operate are subject to change. As such, income taxes are subject to measurement uncertainty. Deferred income tax
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assets are assessed by Management at the end of the reporting period to determine the likelihood that they will be
realized from future taxable earnings.
Restructuring provisions related to penalties for lease termination, equipment relocation costs and employee
termination payments receive special attention from Management. Actual cash outlays may differ from those
provided for. At December 31, 2012, restructuring provisions amounted to $3.8 million (2011 – nil). For further
detailed information see note 14.

5. INVENTORIES

Raw materials
Work in progress
Finished goods

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

As at
December 31,
2011
$ 7,526
179
245

12,022

7,950

The cost of inventories recognized as expense and included in ‘Operating expenses’ for the year-ended December 31,
2012, amounted to $45.3 million (2011 - $52.3 million).
During the year-ended December 31, 2012, the Company had no write-downs of inventories to net realizable value
(2011 - $412 thousand).

6. NOTES RECEIVABLE

Three-year notes receivable
Ninety-day note receivable
Less: Current portion

As at
December 31,
2012
$ 1,394
(665)
729

As at
December 31,
2011
$ 1,000
1,035
(1,352)
683

On January 12, 2012, the Company sold its investment in Strad Production Services Ltd. and Sunwell Industries Ltd.
(see note 21). As part of the consideration, the Company received a $1.0 million three-year note receivable due
January 12, 2015.
On December 12, 2011, the Company sold its investment in Strad Controls Ltd. (see note 21). As part of the
consideration, the Company received a ninety-day, non-interest bearing note receivable for $1.0 million, which was
repaid in full March 11, 2012, and a second $1.0 million three-year note receivable due December 12, 2014.
The repayment terms of both three-year notes call for monthly blended payments of principal and interest of $30
thousand commencing January 12, 2012, and February 12, 2012, respectively, and ending December 12, 2014, and
January 12, 2015, respectively. The three-year notes bear interest at 5.0% annually.
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7. ASSETS HELD FOR SALE

Land and building – U.S. Operations
Equipment, net of impairment – Canadian Operations
Equipment and automotive equipment under finance lease, net
of impairment – U.S. Operations
Assets held for sale

As at
December 31,
2012
$ 2,481
648

As at
December 31,
2011
$ -

1,599
4,728

-

Assets held for sale are accounted for at the lower of carrying value and fair value less costs to sell.
Land and building
The Company intends to sell land and building with a collective carrying value of $2.5 million. The land and
building were purchased in April 2012 for $1.4 million and improvements of $1.1 million were made to the property
since initial acquisition. For the year-ended December 31, 2012, no impairment loss was recognized on the land and
building held for sale.
Land and building held for sale are included in the U.S. Operations segment (note 24).
Communications equipment
The assets related to the Company’s Communications business unit located in Canada and the U.S. have been
presented as held for sale following the Company’s December 4, 2012 Board approval of a sale and disposition of
these assets. Upon initial classification as assets held for sale, Management determined that the carrying amount of
the equipment exceeded the fair value less costs to sell and an impairment loss of $2.2 million was recognized for the
year-ended December 31, 2012 (note 19).
Equipment held for sale is included in the Canadian Operations segment and U.S. Operations segment (note 24).

8. PROPERTY, PLANT AND EQUIPMENT
COST

As at December 31, 2011
Capital expenditures
Divestitures
Transfers
Foreign currency translation
Reclassification
Assets held for sale
As at December 31, 2012

Strad Energy Services Ltd.

Land
172
(1)
(3)
168

Buildings
310
18
328

Automotive
equipment
4,691
3,479
(1,406)
78
(9)
(49)
(84)
6,700

Furniture
& fixtures
1,010
221
(6)
(9)
1
1,217

Computers
1,352
183
(7)
(4)
1,524

Tools &
equipment
5,796
2,831
(37)
40
(9)
(2,654)
(57)
5,910
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COST

As at December 31, 2011
Capital expenditures
Divestitures
Transfers
Foreign currency translation
Reclassification
Assets held for sale
As at December 31, 2012

Leasehold
improvements
576
838
(6)
(30)
1,378

Rental
equipment
132,279
55,703
(574)
(1,934)
(1,828)
2,954
(4,984)
181,616

Assets Under Finance Lease
Rental
Automotive
equipment
equipment
9,874
6,593
(96)
2,420
(1,190)
(130)
(98)
(67)
(2,636)
2,414
(374)
7,012
9,698

Total
162,653
65,596
(3,213)
(2,044)
(1,938)
(5,503)
215,551

ACCUMULATED DEPRECIATION
Land
As at December 31, 2011
Depreciation
Divestitures
Transfers
Foreign currency translation
Reclassification
Assets held for sale
Impairment loss (note 19)
As at December 31, 2012
Net book value
As at December 31, 2011
As at December 31, 2012

-

Buildings
235
49
284

Automotive
equipment
1,928
540
(675)
23
(2)
1,212
(13)
3,013

75
44

2,763
3,687

172
168

Furniture
& fixtures
284
195
(3)
(2)
474

726
743

Computers
828
278
(2)
(1)
1,103

524
421

Tools &
equipment
2,081
822
(8)
20
(5)
6
(25)
2,891

3,715
3,019

Assets Under Finance Lease

As at December 31, 2011
Depreciation
Divestitures
Transfers
Foreign currency translation
Reclassification
Assets held for sale
Impairment loss (note 19)
As at December 31, 2012

Net book value
As at December 31, 2011
As at December 31, 2012

Strad Energy Services Ltd.

Leasehold
improvements
302
288
(2)
(29)
559

Rental
equipment
24,542
21,256
(176)
(1,914)
(223)
(51)
(3,022)
2,062
42,474

Rental
equipment
4,579
777
(130)
(2,026)
3,200

Automotive
equipment
1,435
2,510
(358)
(42)
(13)
888
(197)
288
4,511

Total
36,214
26,715
(1,220)
(2,043)
(249)
(3,258)
2,350
58,509

274
819

107,737
139,142

5,295
3,812

5,158
5,187

126,439
157,042
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9. INTANGIBLE ASSETS
COST

As at December 31, 2011
Capital expenditures
Transfers
Foreign currency translation
As at December 31, 2012

Customer
relationships
7,200
7,200

Patent and
technology asset
1,900
752
2,652

Non-competition
covenants
800
100
900

Computer
software
1,047
705
(7)
(12)
1,733

Total
10,947
1,557
(7)
(12)
12,485

ACCUMULATED AMORTIZATION

As at December 31, 2011
Amortization
Transfers
Foreign currency translation
As at December 31, 2012

Net book value
As at December 31, 2011
As at December 31, 2012

Customer
relationships
6,003
896
6,899

Patent and
technology asset
1,013
229
1,242

Non-competition
covenants
783
54
837

Computer
software
396
391
(7)
6
786

Total
8,195
1,570
(7)
6
9,764

1,197
301

887
1,410

17
63

651
947

2,752
2,721

10. GOODWILL
Management reviews the performance of the business based on its operating segments. Goodwill is monitored at the
operating segment level. The Company’s operating segments are Canadian Operations, U.S. Operations, Product
Sales and Corporate, as outlined in note 24. As at December 31, 2012, the aggregate carrying amount of goodwill is
$17.3 million, and has been allocated to the Canadian Operations and U.S. Operations segments.

Canadian Operations
U.S. Operations

As at
December 31,
2012
$ 7,675
9,602
17,277

As at
December 31,
2011
$ 7,675
9,602
17,277

The recoverable amount of all CGU’s has been determined based on value-in-use calculations. It was concluded that
the recoverable amount determined using a value-in-use calculation exceeded the carrying amount in both segments,
and therefore no impairment was recorded.
Value-in-use was determined by discounting the future cash flows generated from the continuing use of the operating
segments. Value-in-use in 2012 was determined similarly as in 2011. Future cash flows were projected over the
remaining useful life of the primary assets within each CGU, which is greater than 5 years, using the estimated
growth rates shown below.

Strad Energy Services Ltd.
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The key assumptions used for value-in-use calculations in 2012 are as follows:

Gross margin
Growth rate
Discount rate

As at
December 31,
2012
16% - 51%
5% - 25%
15%

As at
December 31,
2011
25% - 77%
5% - 20%
18%

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

11. BANK INDEBTEDNESS
On August 25, 2012, the Company amended its syndicated credit facility, increasing the operating facility by $10.0
million USD, decreasing standby rates charged on the undrawn portion of the committed facility and extending the
maturity date to July 25, 2015. The Company’s syndicated banking facility consists of an operating facility with a
maximum principal amount of $15.0 million CAD and $10.0 million USD and an $85.0 million revolving facility,
both of which are subject to certain limitations on accounts receivable, inventory and net book value of fixed assets
and are secured by a general security agreement over the Company’s assets. The syndicated credit facility bears
interest at a variable rate which is dependent on the Company’s funded debt to Earnings before Interest, Taxes,
Depreciation and Amortization (“EBITDA”) ratio. Based on the Company’s current funded debt to EBITDA ratio,
the interest rate on the syndicated credit facility is bank prime plus 1.25% on prime rate advances and at the
prevailing rate plus a stamping fee of 2.25% on bankers’ acceptances. For the year-ended December 31, 2012, the
overall effective rate on the operating facility was 4.21%. At December 31, 2012, $2.5 million was drawn on the
operating facility. All bank covenants are in compliance at December 31, 2012.

12. OBLIGATIONS UNDER FINANCE LEASE

Equipment under finance lease
Less: Current portion

As at
December 31,
2012
$ 5,020
(2,735)
2,285

As at
December 31,
2011
$ 7,665
(4,383)
3,282

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

2012
2013
2014
2015
2016
2017
Total minimum lease payments
Less: Amounts representing future interest at annual rates between 0.12% and 6.54%

December 31,
2012
$
2,962
1,898
330
182
5,372
(352)
5,020

December 31,
2011
$ 4,742
2,237
1,137
209
8,325
(660)
7,665

Included in the December 31, 2011, balance of ‘Liabilities of disposal group classified as held for sale’ are
Obligations under finance lease totaling $1.1 million (see note 21).

Strad Energy Services Ltd.
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13. NOTE PAYABLE

1.5 year note payable
Less: Current portion

As at
December 31,
2012
$ 1,492
(1,492)
-

As at
December 31,
2011
$ -

On May 31, 2012, a note payable of $1.5 million was issued as part of consideration paid for the acquisition of the
remaining shares of the non-controlling interest in a subsidiary (note 17).
The repayment terms of the 1.5 year note are principal payments of $0.5 million due February 28, 2013, and $1.0
million to be paid on November 30, 2013. Accumulated interest will be paid at the end of the term on November 30,
2013. The note bears interest at 3.0% annually.

14. RESTRUCTURING PROVISION
In response to year-over-year declines in U.S. margins, Management implemented a restructuring of Strad U.S.
Operations. Strad’s restructuring plan consists of three strategic decisions; exiting non-core resource plays where
Strad does not have a significant market share, re-aligning the U.S. cost structure with current market conditions and
ceasing to offer Communications as a product line.

Opening balance
Additions
Closing balance

As at
December 31,
2012
$
3,813
3,813

As at
December 31,
2011
$
-

Restructuring expense
For the year-ended December 31, 2012, the Company incurred cash outlays relating to restructuring expenses in the
U.S. Operations segment of $316 thousand (2011 – nil).

Restructuring expenses incurred
Restructuring expenses provided for
Restructuring expense

Year-ended
December 31,
2012
$ 316
3,813
4,129

Year-ended
December 31,
2011
$
-

15. LONG-TERM DEBT

Revolving facility
Less: Current portion

As at
December 31,
2012
$ 55,500
55,500

As at
December 31,
2011
$ 23,500
23,500

As at December 31, 2012, the Company had access to the maximum available $85.0 million revolving facility (see
note 11) of which $55.5 million was drawn. Monthly payments are interest only with the principal due July 25, 2015.
The overall effective rate on the revolving facility at December 31, 2012, was 3.77% (2011 – 4.34%).
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16. 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, 2012, there are no Class B, C, D, E or F shares outstanding.
B)

ISSUED AND OUTSTANDING

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

C)

Year-ended
December 31, 2012
Number of
shares
Amount $
37,246,384
157,042
271
(772)
(17)
(39,086)
4,917
24
37,251,301
117,462

Year-ended
December 31, 2011
Number of
shares
Amount $
37,246,384
157,071
118
(147)
37,246,384
157,042

SHARE-BASED PAYMENTS

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

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

Strad Energy Services Ltd.

As at December 31, 2012
Weighted
Outstanding
average
options exercise price
2,209,499
$4.10
1,002,500
$4.46
(39,994)
$3.83
(380,000)
$5.54
(301,329)
$4.85
(345,342)
$3.60
2,145,334
$3.99

As at December 31, 2011
Weighted
Outstanding
average
options
exercise price
1,826,667
$4.05
619,000
$4.09
(35,333)
$5.70
(200,835)
$3.36
2,209,499
$4.10
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Details of the exercise prices and expiry dates of options outstanding and exercisable at December 31, 2012, are
as follows:

Exercise Price
$2.50 - $3.99
$4.00 - $4.99
$5.00 - $5.99
$6.00 - $6.99

Exercise Price
$2.50 - $3.99
$4.00 - $4.99
$5.00 - $5.99
$6.00 - $6.99

Outstanding
options
397,833
1,599,501
106,000
42,000
2,145,334

Weighted
average
exercise price
$2.50
$4.22
$5.17
$6.50
$3.99

December 31, 2012
Remaining
contractual
Vested
life (years)
options
3.01
151,835
3.23
456,633
4.44
42,000
650,468

Remaining
contractual
life (years)
3.01
1.91
-

Weighted
average
exercise price
$2.50
$4.03
$0.00
$6.50
$3.83

Outstanding
options
574,500
1,022,999
475,000
137,000
2,209,499

Weighted
average
exercise price
$2.50
$4.05
$5.45
$6.50
$4.10

December 31, 2011
Remaining
contractual
Vested
life (years)
options
4.01
15,750
3.36
268,668
0.62
475,000
1.01
137,000
896,418

Remaining
contractual
life (years)
4.01
2.45
0.62
1.01

Weighted
average
exercise price
$2.50
$4.00
$5.45
$6.50
$5.12

The Company recognized compensation expense of $622 thousand net of recoveries (expense) included in
income (loss) from discontinued operations (2011 - $796 thousand) during the year-ended December 31, 2012,
based on the Black-Scholes option pricing model with the following assumptions: risk free interest rate between
1% and 4%, expected volatility between 40.45% and 55.96% and an expected quarterly dividend of 5.5 cents per
share.

D)

CONTRIBUTED SURPLUS

Balance, beginning of year
Share-based payments expense - continuing operations
Share-based payments (recovery) expense – discontinued operations
Exercise of options
Reduction of stated capital (note 16(g))
Repurchase of minority interest
Reversal of cumulative translation adjustment on purchased
non-controlling interest
Other
Balance, end of period

E)

Year-ended
Year-ended
December 31, December 31,
2012
2011
$ 3,017
$2,221
819
643
(197)
153
(60)
9,234
(1,854)
61
(4)
11,016

3,017

PER SHARE AMOUNTS

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

Strad Energy Services Ltd.

Year-ended
Year-ended
December 31, December 31,
2012
2011
36,655,222
36,692,058
300,347
305,505
593,961
37,549,530
36,997,563
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DIVIDEND PAYABLE

On July 13, 2012 and October 12, 2012, the Company paid a dividend of 5.5 cents per share. On November 12,
2012, the Company’s Board of Directors declared a dividend of 5.5 cents per share, payable on January 11, 2013,
to shareholders of record at the close of business on December 31, 2012.
G)

REDUCTION OF STATED CAPITAL

On May 9, 2012, the shareholders of the Company approved a reduction in stated capital of the Company in the
amount of $39.1 million. The reduction of stated capital resulted in an increase in contributed surplus of $9.2
million as disclosed in note 16(d), with the remaining amount eliminating the Company’s deficit of $28.3 million
as at December 31, 2011.

17. TRANSACTIONS WITH NON-CONTROLLING INTERESTS
On March 1, 2012, the Company acquired the remaining 25% of the issued shares of one of its subsidiaries for
purchase consideration of $2.7 million. The Company now holds 100% of the equity share capital of the subsidiary.
The carrying amount of the non-controlling interest in the subsidiary on the date of acquisition was $1.1 million. The
Company recorded a decrease in equity attributable to owners of the parent of $1.6 million, representing the excess
between the consideration and the carrying amount of the non-controlling interest.
On May 31, 2012, the Company acquired the remaining 10% of the class B issued shares of one of its subsidiaries
for share purchase consideration of $1.9 million USD. Consideration was in the form of a $0.4 million USD cash
payment and a $1.5 million USD note payable (note 13). The Company now holds 100% of the equity share capital
of the subsidiary. The carrying amount of the non-controlling interest in the subsidiary on the date of acquisition was
$1.1 million. The Company recorded a decrease in equity attributable to owners of the parent of $0.8 million,
representing the excess between the consideration and the carrying amount of the non-controlling interest.
On October 1, 2012, the Company acquired the remaining 10% of the class B issued shares of one of its subsidiaries
for share purchase consideration of $1.2 million. The Company now holds 100% of the equity share capital of the
subsidiary. The carrying amount of the non-controlling interest in the subsidiary on the date of acquisition was $0.2
million. The Company recorded a decrease in equity attributable to owners of the parent of $1.0 million, representing
the excess between the consideration and the carrying amount of the non-controlling interest.
The effect of changes in the ownership interests in the subsidiaries on the equity attributable to owners of the
Company during the year is summarized as follows:
Year-ended
Year-ended
December 31, December 31,
2012
2011
$ 2,418
$
5,864
(3,446)
-

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

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

18. EMPLOYEE BENEFITS EXPENSE
Included in ‘Operating expenses’ and ‘Selling, general and administration’ are the following employee benefits
expenses:

Salaries and short-term employee benefits
Strad Energy Services Ltd.

Year-ended
Year-ended
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2012
2011
$ 43,323
$ 33,002
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The Company does not have a pension plan. For the year-ended December 31, 2012, termination payments of $1.3
million, related to the Company’s restructuring (see note 14), were included in ‘Restructuring expense.’ For the yearended December 31, 2011, termination payments of $252 thousand were included in ‘Selling, general
administration.’

19. IMPAIRMENT LOSS

Equipment held for sale – Canadian Operations segment
Equipment held for sale – U.S. Operations segment
Automotive equipment under finance lease held for sale – U.S. Operations segment
Automotive equipment under finance lease – U.S. Operations segment
Impairment loss

Year-ended Year-ended
December 31, December 31,
2012,
2011
$ 648
$
1,414
99
189
2,350
-

Communications equipment classified as held for sale
For the year-ended December 31, 2012, the Company recorded an impairment loss upon initial classification of
equipment held for sale of $2.2 million (see note 7).
Automotive equipment under finance lease
For the year-ended December 31, 2012, the Company recorded an impairment loss on automotive equipment under
finance lease of $189 thousand.

20. INCOME TAX

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

Year-ended
December 31,
2012
$ 1,862
(1,628)
234

Year-ended
December 31,
2011
3,271
7,291
10,562

The income taxes reported differ from the amounts computed by applying the statutory federal and provincial
income tax rates to income before income taxes. The reasons for these differences and the related tax effects are as
follows:
Year-ended
December 31,
2012
Net income from continuing operations before income taxes and noncontrolling interests
Income taxes at statutory rate (2012 – 25%, 2011 – 26.5%)
Permanent differences
Prior period amendments
Adjustments related to filed and amended tax returns
Tax in higher rate foreign jurisdictions
Change in income tax rates
Other
Income tax expense

Strad Energy Services Ltd.

$

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

Year-ended
December 31,
2011
$ 31,762
8,417
(250)
(280)
603
2,145
(61)
(12)
10,562
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The Company has provided for deferred income taxes on differences between values at which assets and liabilities
are recorded in the consolidated financial statements and their values for tax filing purposes.
The components of deferred income taxes are as follows:

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

As at
December 31,
2012
$ (33,059)
(396)
383
(98)
118
470
743
21,306
(49)
1,501
9,081

As at
December 31,
2011
$ (28,828)
(556)
168
(846)
584
1,581
17,268
(164)
10,793

Deferred income tax assets are recognized for tax loss carry-forwards to the extent that the realization of the related
tax benefit through future taxable profits is probable. The Company recognized deferred income tax assets of $21.3
million (2011 - $17.3 million) in respect of losses amounting to $53.9 million (2011 - $42.2 million) that can be
carried forward against future taxable income and are due to expire between 2028 and 2032.

21. DISCONTINUED OPERATIONS AND DISPOSAL GROUPS HELD FOR SALE
Discontinued operations
On December 1, 2011, the Company announced its decision to initiate the sale of its Production Services Division.
On December 12, 2011, the Company sold its 100% shareholding in Strad Controls Ltd. for proceeds of $8.0 million
consisting of $6.0 million cash and $2.0 million in notes receivable (see note 6). The results and cash flows of the
subsidiary are disclosed as a discontinued operation in accordance with IFRS.
On January 12, 2012, the Company completed the sale of its Production Services Division with the sale of its 100%
shareholding in Strad Production Services Ltd. and Sunwell Industries Ltd. to a related party, being a former
executive of the Company (see note 27). The Company received proceeds of $8.4 million consisting of $7.4 million
cash and a $1.0 million note receivable (see note 6).
Consolidated statement of income from discontinued operations

Income from ordinary activities of discontinued operations
Tax (recovery) expense
Income after taxation of ordinary activities of discontinued operations
Impairment of goodwill
Impairment of intangible assets
Pre-tax (loss) recognized on re-measurement of assets of disposal group to fair
value less costs to sell
Pre-tax (loss) recognized on sale of investment in subsidiary
Tax recovery
After-tax income (loss) from discontinued operations (1)

Year-ended
December 31,
2012
$
171
(707)
878
-

Year-ended
December 31,
2011
$
870
374
496
(18,727)
(6,018)

(441)
437

(6,190)
(945)
1,532
(29,852)

(1) All of the income (loss) from discontinued operations is attributable to owners of the parent.

Strad Energy Services Ltd.
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Year-ended
December 31,
2012
$ (707)
(707)

Year-ended
December 31,
2011
$
541
(1,699)
(1,158)

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

Year-ended
December 31,
2011

The net cash flows attributable to the operating, investing and financing
activities of discontinued operations:
Operating cash flows
Investing cash flows
Financing cash flows
Total cash outflow

$

205
205

$

(25)
(183)
(339)
(547)

Disposal group held for sale
As at December 31, 2011, the Company reclassified the assets and liabilities of Strad Productions Services Ltd., the
disposal group, as held for sale in accordance with IFRS.
December 31,
2011
8,301
5,552
203
$ 14,056

Trade receivables
Inventory
Prepaids and other
Assets of disposal group classified as held for sale

Bank indebtedness
Accounts payable and other
Income taxes payable
Deferred revenue
Current and long-term finance lease obligations
Liabilities of disposal group classified as held for sale

205
4,971
394
282
1,136
$ 6,988

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

2012
2013
2014
2015
2016
2017 and thereafter

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

December 31,
2011
$ 4,023
3,082
2,292
2,251
5,160
16,808

Included in commitments as at December 31, 2011, are operating leases totaling $3.7 million (2012 – nil) related to a
subsidiary that was sold on January 12, 2012 (see note 21).
Strad Energy Services Ltd.
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23. CHANGES IN NON-CASH WORKING CAPITAL

Trade receivables
Inventories
Prepaids and deposits
Income taxes receivable
Notes receivable
Accounts payable and accrued liabilities
Deferred revenue
Notes payable
Income taxes payable
Restructuring provision
Net working capital change of disposal group held for sale
Net working capital change on sale of subsidiary
Operating activities
Accounts payable and accrued liabilities – investing activities
Operating and investing activities

December 31,
2012
$ 16,048
(4,072)
1,884
(1,526)
1,642
(4,135)
(2,085)
1,492
(3,392)
3,813
9,669

December 31,
2011
$ (7,766)
7,221
(1,376)
241
8,954
(1,142)
3,356
(9,673)
(8,009)
(8,194)

(2,433)

(4,897)

7,236

(13,091)

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

Strad Energy Services Ltd.
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For the year-ended
December 31, 2012
Revenue

Canadian
Operations
$ 73,053

U.S.
Operations
$ 71,481

Product
Sales
$ 58,630

Corporate
$
-

Total
$ 203,164

14,901
4,711
-

12,295
5,056
-

624
157
-

465
(7,249)
245

28,285
2,675
245

6,366
1,470

(7,240)
(2,456)

3,582
549

5,223
671

7,931
234

29,493
7,675
108,841

32,547
9,602
112,880

1,148
6,377

82
4,607

63,270
17,277
232,705

Depreciation and amortization
Net interest expense
Finance fees
Earnings before income tax and non-controlling
interests
Income tax expense (recovery)
Capital expenditures (1)
Goodwill
Total Assets

For the year-ended
December 31, 2012
Capital expenditures (1)
Goodwill
Total assets

Continuing
Operations
$ 63,270
17,277
232,705

Discontinued
Operations
$
-

Total
$ 63,270
17,277
232,705

(1) Capital expenditures do not include purchases of intangible assets or assets acquired under finance lease.

For the year-ended
December 31, 2011
Revenue
Depreciation and amortization
Net interest expense
Finance fees
Earnings before income tax
controlling interests
Income tax expense

and

Canadian
Operations
$ 58,021

U.S.
Operations
$ 63,860

Product
Sales
$ 66,391

Corporate
$
-

Total
$ 188,272

10,699
1,298
-

7,872
576
-

268
8
-

359
(169)
83

19,198
1,713
83

11,399
2,813

15,772
6,005

8,653
1,204

(4,062)
540

31,762
10,562

28,568
7,675
99,216

45,106
9,602
101,319

293
6,495

745
6,025

74,712
17,277
213,055

non-

Capital expenditures (1)
Goodwill
Total Assets

For the year-ended
December 31, 2011
Capital expenditures (1)
Goodwill
Total assets

Continuing
Operations
$ 74,712
17,277
213,055

Discontinued
Operations
$
(129)
14,056

Total
$ 74,583
17,277
227,111

(1) Capital expenditures do not include purchases of intangible assets or assets acquired under finance lease.

Revenue from continuing operations by geography
Canada
U.S.
Total

Strad Energy Services Ltd.

Year-ended
December 31,
2012
$ 127,591
75,573
203,164

Year-ended
December 31,
2011
$ 110,063
78,209
188,272

| 57

2012 Annual Report

Notes to the Consolidated
Annual Financial Statements

As at
December 31, 2012

Canada
U.S.
Total

Capital
assets &
goodwill
$ 81,823
95,217
177,040

Other
assets
$ 38,001
17,664
55,665

Total assets
$ 119,824
112,881
232,705

As at
December 31, 2011
Capital
assets &
goodwill
$ 68,302
78,164
146,466

Other
assets
$ 43,434
23,155
66,589

Total assets
$ 111,736
101,319
213,055

During the year-ended December 31, 2012, the Product Sales segment had intercompany sales of $8.7 million (2011
- $14.4 million) to the Canadian Operations segment and $9.3 million (2011 - $7.8 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.

25. 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, an operating line of credit, long-term debt, note payable
and finance leases.

Operating line of credit
Long-term debt
Note payable
Finance leases
Total debt
Total equity
Total capitalization

As at
December 31,
2012
$ 2,488
55,500
1,492
5,020
64,500
128,659
193,159

As at
December 31,
2011
$
5,570
23,500
7,665
36,735
133,273
170,008

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 2012, the
Company is in compliance with respect to these covenants. The Company also monitors non-GAAP measures,
specifically EBITDA, which is calculated as net income/(loss) plus interest, taxes, depreciation and amortization,
loss on foreign exchange, loss on disposal of property, plant and equipment, restructuring expense, impairment loss,
finance fees, less gain on foreign exchange, and gain on disposal of property, plant and equipment. The Company’s
Management uses EBITDA to evaluate the financial performance of each division.
On December 20, 2011, the Company obtained approval to make a normal
course issuer bid (the “Bid”) to purchase, from time to time, as it considers
advisable, up to 1,862,319 of its issued and outstanding common shares on
the open market. Common shares acquired by the Company under the Bid
will be cancelled. The Bid expired December 19, 2012, and the Company
had not purchased, or engaged an agent to begin to purchase, any of its
issued and outstanding common shares prior to expiry.
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FINANCIAL INSTRUMENTS
The Company’s financial instruments consist of trade receivables, notes receivable, bank indebtedness, accounts
payable and accrued liabilities, long-term debt, note payable, obligations under finance lease, dividends payable and
restructuring provision. The fair value of trade receivables, notes receivable, bank indebtedness, accounts payable
and accrued liabilities, note payable, obligations under finance lease, dividends payable and restructuring provision
approximate their carrying amounts due to their short terms to maturity. The Company’s long-term debt carries
interest based on specified benchmark interest rates plus a spread. The fair values of the Company’s debt obligations
approximate their carrying amounts due to the fact that interest is adjusted periodically based on changes in the
relevant benchmark interest rates and there have been no significant changes in the Company’s own credit risk.
As at
December 31, 2012
Fair value Carrying
amount
amount
Loans and receivables:
Trade receivables
Notes receivable
Financial liabilities:
Bank indebtedness
Accounts payable and accrued liabilities
Note payable
Long-term debt
Obligations under finance lease
Dividends payable
Restructuring provision

As at
December 31, 2011
Fair value Carrying
amount
amount

33,418
1,394

33,418
1,394

49,466
2,035

49,466
2,035

2,488
24,244
1,492
55,500
5,020
2,050
3,813

2,488
24,244
1,492
55,500
5,020
2,050
3,813

5,570
30,812
23,500
7,665
-

5,570
30,812
23,500
7,665
-

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.

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

As at
December 31,
2012
$ 20,251
7,419
3,425
2,323
33,418

As at
December 31,
2011
$ 32,235
12,520
3,000
1,711
49,466

As at December 31, 2012, the Company had an allowance for doubtful accounts of $1.0 million (2011 - $0.5 million)
with respect to potentially uncollectible accounts. The Company does not have a significant exposure to any
individual customer or counter party. No customer accounted for more than 10% of revenue from continuing
operations for the years ended December 31, 2012 or December 31, 2011.
No credit limits were exceeded during the reporting period, and Management does not expect any losses from nonperformance by these counterparties. The maximum exposure to credit risk at the reporting date is the carrying value
of the trade and note receivables. None of these financial assets, other than the $1.0 million of trade receivables
above for which a reserve balance has been taken, are past due or impaired.

Strad Energy Services Ltd.

| 59

2012 Annual Report

Notes to the Consolidated
Annual Financial Statements

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:
2013
Less than 1 year

2014
1 – 2 years

2015
2 - 3 years

2016
3 – 4 years

2017
4 – 5 years

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

$ 24,244
2,488
2,093
2,962
1,549
33,336

$

2,093
1,852
3,945

$

56,681
284
56,965

$

182
182

$

-

Includes principal and interest

MARKET RISK
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will affect the
Company’s net earnings or the value of its financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable limits, while maximizing returns.
i) Foreign exchange risk
Foreign currency exchange rate risk is the risk that the fair value of future cash flows will fluctuate as a result
of changes in foreign exchange rates. The Company is exposed to foreign exchange risk associated with its
U.S. Operations where revenues, costs, and purchases of capital assets are denominated in USD. The
Company is also exposed to foreign exchange risk as certain balances within working capital may fluctuate
due to changing Canada/U.S. exchange rates. The Company does not utilize derivative financial instruments
with respect to foreign exchange. For the year-ended December 31, 2012, 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 $24 thousand (2011 - $148 thousand). An equal and opposite impact would have occurred to
after tax net earnings if the exchange rate had strengthened by 1% against the Canadian dollar.
ii) Interest rate risk
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates.
The Company is exposed to interest rate fluctuations on its borrowings which are at floating rates. For the
year ended December 31, 2012, if interest rates had been 1% lower with all other variables constant, after tax
net earnings for the period would have been approximately $401 thousand higher (2011 - $149 thousand), due
to lower interest expense. An equal and opposite impact would have occurred to net earnings had interest
rates been 1% higher.
The Company had no interest rate swap or financial contracts in place as at or during the year-ended
December 31, 2012.

Strad Energy Services Ltd.

| 60

2012 Annual Report

Notes to the Consolidated
Annual Financial Statements

26. 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:

Salaries and short-term employee benefits
Share-based payments
Termination payments

ii)

Year-ended
December 31,
2012
$ 2,036
703
600
3,339

Year-ended
December 31,
2011
$ 2,897
778
252
3,927

Year-ended
December 31,
2012
$ 1,157
772
(101)
17
1,845

Year-ended
December 31,
2011
$ 1,275
(118)
1,157

Loans to key management

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

Opening balance
Share purchase loans issued in 2012
Repayment of share purchase loans in 2011
Repayment of share purchase loans in 2012
Interest charged in 2012

Certain key management personnel and a director have loans outstanding totaling $1.8 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.
The opening balance of share purchase loans for the year-ended December 31, 2011, pertain to share purchase loans
issued during the year-ended December 31, 2009, and 2010.
For the year-ended December 31, 2012, interest of $17 thousand was charged by the Company on loans to key
management (2011 – nil).
On June 1, 2012, a member of key management was granted a non-interest bearing forgivable loan of $100 thousand
from the Company. The loan is forgiven in $20 thousand dollar increments annually over the next five years on each
anniversary of the effective date of the loan based on continuous employment.
iii) Sale of subsidiary
On January 12, 2012, the Company completed the sale of its Production Services Division with the sale of its 100%
shareholding in Strad Production Services Ltd. and Sunwell Industries Ltd. to a related party, being a former
executive of the Company (see note 21). The Company received proceeds of $8.4 million consisting of $7.4 million
cash and a $1 million note receivable.
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27. COMPARATIVE FIGURES
Certain information provided for prior periods has been
reclassified to conform to the presentation adopted in 2012.
The comparative Statement of Income distinguishes between
discontinued operations and continuing operations to
conform to the presentation required under IFRS 5 Noncurrent assets held for sale and discontinued operations (see
note 21). Finance fees for the previous period have been
reclassified to conform to the change in presentation in these
December 31, 2012 financial statements.

28. EVENTS AFTER THE REPORTING PERIOD
On February 15, 2013, the Company sold a portion of the Communications equipment classified as assets held for
sale for cash proceeds of $1.8 million (see note 7).
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