MANAGEMENT’S DISCUSSION AND ANALYSIS
The following Management’s Discussion and Analysis (“MD&A”) was prepared as of February 27, 2019, and is intended
to assist the reader to understand the current financial position and operating results of Strad Energy Services Ltd.
(“Strad” or the “Company”). This MD&A discusses the operating and financial results for the year-ended December
31, 2018, 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, 2018, and the
accompanying notes thereto. Strad's financial statements were prepared in accordance with International Financial
Reporting Standards, as issued by the International Accounting Standards Board. Strad’s shares trade on the Toronto
Stock Exchange under the symbol “SDY”. All amounts are stated in Canadian Dollars unless otherwise noted.
Additional information relating to Strad for the year-ended December 31, 2018, may be found under the Company's
profile on the System for Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com.

SELECTED FINANCIAL AND OPERATIONAL HIGHLIGHTS:
• Strad reported total revenue of $32.3 million and $119.9 million during the three months and year-ended
December 31, 2018 as compared to $27.5 million and $117.6 million in 2017;
• Net loss for the three months and year ended December 31, 2018 increased to $5.4 million and decreased
to $1.0 million as compared to a net loss of $3.4 million and $7.3 million for the same period in 2017. During
the fourth quarter of 2018, Strad incurred impairment charges in its Equipment Rentals segment totaling
$10.9 million that, after-tax, reduced net income by $8.9 million and earnings per share by $(0.16). Excluding
the impact of the impairment, net earnings in 2018 would have been $6.9 million or $0.12 per share;
• Fourth quarter EBITDA(1,4) increased to $10.6 million in 2018 as compared to $5.1 million in 2017. Strad
reported EBITDA(1,4) of $27.2 million for the year-ended December 31, 2018 as compared to $25.0 million in
2017;
• Loss per share for the three months and year-ended December 31, 2018, increased to $(0.09) and decreased
to $(0.02), respectively, as compared to loss per share of $(0.06) and $(0.12) during the same period in 2017;
• Funded debt(2) increased to $14.0 million at December 31, 2018, compared to $9.8 million at December 31,
2017. Funded debt(2) to covenant EBITDA(3) ratio was 0.5 : 1.0 at December 31, 2018;
• Capital additions totaled $12.2 million during the fourth quarter and $33.8 million for the year-ended
December 31, 2018. Strad deployed $31.3 million of capital to maintain and grow the industrial matting fleet
in 2018; and
• Subsequent to year-end, Strad's board approved a $6.0 million increase in the 2019 capital program, bringing
total approved capital to $18.0 million for the year.
Notes:
(1)
(2)
(3)
(4)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of
such a term may not be comparable to similarly defined measures presented by other entities; see “Non-IFRS and Additional IFRS Measures and
Reconciliations”.
Funded debt includes bank indebtedness plus long-term debt plus current and long-term obligations under finance lease less cash.
Covenant EBITDA, as defined in the Company's credit facility agreement, is based on trailing twelve months adjusted EBITDA plus share based
payments, plus additional one-time charges.
During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting
from foreign exchange or the disposal of property, plant and equipment during the normal course of business. These changes have been updated for
prior period balances.
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YEAR-END FINANCIAL HIGHLIGHTS
(in thousands of Canadian dollars, except
per share amounts)

Three months ended December 31,
2018

Revenue

$

32,303

2017
$

% Chg.

27,522

17 %

Year-ended December 31,
2018
$ 119,922

2017
$ 117,599

% Chg.

2016

2 % $ 72,378

Net income (loss)

(5,371)

(3,364)

nm

(1,017)

(7,276)

nm

(16,803)

Per share ($), basic

(0.09)

(0.06)

nm

(0.02)

(0.12)

nm

(0.41)

Per share ($), diluted

(0.09)

(0.06)

nm

(0.02)

(0.12)

nm

(0.41)

5,059

110 %

27,194

9%

5,339

0.08

138 %

0.47

9%

0.13

EBITDA (1)
EBITDA as a % of revenue
Per share ($), basic
Per share ($), diluted

10,599
33%
0.19

18%

23%

24,958
21%
0.43

7%

0.19

0.08

138 %

0.47

0.43

9%

0.13

6,230

19,082

(67%)

29,801

29,877

nm

8,756

Per share ($), basic

0.11

0.32

(66%)

0.51

0.51

nm

0.22

Per share ($), diluted

0.11

0.32

(66%)

0.51

0.51

nm

0.22

11,427

6,648

72 %

33,641

29,648

13 %

8,310

Per share ($), basic

0.20

0.11

82 %

0.58

0.51

14 %

0.20

Per share ($), diluted

0.20

0.11

82 %

0.58

0.51

14 %

0.20

12,195

5,180

135%

33,750

22,189

52%

4,755

Cash flow from operating activities

Funds from operations (2)

Capital expenditures (3)
Total assets

175,477

174,821

—%

175,477

174,821

Long-term debt

12,934

10,776

20 %

12,934

10,776

20 %

— % 185,321
26,501

Total long-term liabilities

22,241

22,616

(2)%

22,241

22,616

(2)%

37,023

Common shares - end of period ('000's)

57,244

59,906

57,244

59,906

48,379

Basic

57,271

59,674

57,955

58,665

40,626

Diluted

57,271

59,674

57,955

58,665

40,626

Weighted average common shares ('000's)

Notes:
(1) Earnings before interest, taxes, depreciation and amortization (“ EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of such term may
not be comparable to similarly defined measures presented by other entities; see “Non-IFRS and Additional IFRS Measures and Reconciliations”. During the second
quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from foreign exchange or the
disposal of property, plant and equipment during the normal course of business. These changes have been updated for prior period balances.
(2) Funds from operations is cash flow from operating activities excluding changes in non-cash working capital. Funds from operations is not a recognized measure
under IFRS, and, accordingly, Strad's use of such a term may not be comparable to similarly defined measures presented by other entities; see “Non-IFRS and
Additional IFRS Measures and Reconciliations”.
(3) Includes assets acquired under finance lease and purchases of intangible assets.

OVERVIEW OF THE COMPANY
Strad specializes in industrial matting and equipment rentals for projects of any size, from a network of branches
across Canada and the United States (“U.S.”). The Industrial Matting division includes a large fleet of environmental
and access matting products and accompanying services. The Equipment Rentals division includes surface rentals,
solids control and waste management, and EcoPond® (frac-water storage) products and related services.
Geographically, the Company operates across western and central Canada and within key regions in the U.S., namely
Pennsylvania and surrounding states as well as North Dakota and selected areas within the western U.S. Rockies region.
Strad aims to serve customers in many industrial sectors, including Oil & Gas, Pipeline, Power Transmission, and Mining.
As of December 31, 2018, the Company has 23 operating locations throughout North America.
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FOURTH QUARTER RESULTS
Strad reported an increase in revenue and EBITDA of 17% and 110%, respectively during the three months ended
December 31, 2018, compared to the same period in 2017. During the three months ended December 31, 2018, Strad
reported a net loss of $(5.4) million compared to a net loss of $(3.4) million in 2017. The higher net loss in 2018 was
due to the recognition of a $10.9 million impairment in Equipment Rentals as a result of the deteriorating outlook for
the Canadian market.
For the three months ended December 31, 2018, Strad's Industrial Matting segment reported an increase in revenue
and EBITDA of 48% and 93% as compared to the same period in 2017. Earnings before interest and taxes ("EBIT")
from Industrial Matting increased from $0.7 million in the fourth quarter of 2017 to $4.8 million in the fourth quarter
of 2018. The increase in revenue, EBITDA and EBIT was a result of a significant matting project in Canada that occurred
throughout the fourth quarter of 2018, as well as an 83% increase in U.S. revenue year-over-year. The increase in
revenue for the fourth quarter of 2018 was also impacted by improved customer pricing as compared to the same
period in 2017.
Strad’s Equipment Rentals segment reported a decrease in revenue and an increase in EBITDA of 8% and 78%,
respectively, during the three months ended December 31, 2018, compared to the same period in 2017. The decrease
in revenue was a result of lower revenue in Canada, due to the discontinuance of the drill cuttings management
service line, which was mostly offset by an increase in pricing and utilization in the U.S.
During the fourth quarter of 2018, capital expenditures were $12.0 million in Industrial Matting, $0.1 million in
Equipment Rentals and $0.1 million in Corporate. The majority of the capital spending related to wood matting
additions, which were acquired to prepare for and to support industrial matting projects for the upcoming 2019 year.
As of December 31, 2018, the industrial matting fleet was 111,710 as compared to 101,210 at September 30, 2018.
OUTLOOK
We continued to execute on our industrial matting strategy announced in 2018, with company EBITDA for the year
totaling $27.2 million compared to $25.0 million in the prior year. Industrial Matting EBITDA totaled $21.5 million
compared to $21.2 million in the prior year, while Equipment Rentals contributed $8.7 million compared to $7.8 million
in the prior year. Despite a challenging macro-economic environment, the fourth quarter of 2018 was our strongest
quarter since 2014. Financial results for the quarter were attributed primarily to the strong margins in the Industrial
Matting segment, posting $8.3 million of EBITDA compared to $4.3 million for the same period in 2017. Results for
the quarter were propelled by a large matting project related to the North Montney mainline.
We believe strongly in the opportunities presented in both Canada and the U.S. for our Industrial Matting segment.
Formal approval of the LNG Canada project and associated Coastal GasLink pipeline will provide significant opportunity
for the Industrial Matting segment in 2019. The Trans Mountain Expansion Project will similarly provide opportunities
for Strad. However, any delay in construction could impact timing of potential matting projects.
In 2019, we will look to employ our expertise in deploying large-scale matting projects in the U.S. market. With
increasing environmental responsibility and regulation throughout North America, we expect the overall matting
market to increase as we also look to increase our market share. Our internal estimates place the current market size
for matting in North America at over $2.0 billion annually and growing.
Consistent with our strategy to grow our matting fleet, we deployed $31.3 million of capital to maintain and increase
our fleet in 2018. The remainder of our $33.8 million capital program was comprised of maintenance capital and
technology enhancements. Our board has approved a 2019 capital program of $18.0 million with the expectation that
total capital spend in 2019 will be approximately $30.0 million, of which $29.0 million will be allocated to maintaining
and growing the industrial matting fleet.
The equipment rentals market in Canada saw a dramatic shift in macro economic conditions in the fourth quarter.
Market access restrictions in Canada culminated in average Western Canadian Select (“WCS”) pricing of under six US
dollars per barrel in December 2018, a decline of over 85% from the prior year. These conditions have led to initial
reductions in 2019 capital budgets by major Canadian producers which have impacted first quarter 2019 rig counts
Page 3 of 29

and expected activity levels in the Equipment Rentals segment throughout the first half of 2019. In the U.S., the outlook
for Equipment Rentals remains consistent with 2018 as West Texas Intermediate (“WTI”) pricing has remained relatively
consistent. Drilling activity is expected to be stable throughout 2019 in the U.S.
On November 26, 2018, we announced the approval from the Toronto Stock Exchange to renew our Normal Course
Issuer Bid (“NCIB”) allowing us to buy back a maximum of 4,067,205 common shares. The NCIB commenced on
November 28, 2018 and will terminate November 27, 2019. Subsequent to year-end, the Company purchased 471,408
common shares under the NCIB. Under our previous NCIB, which expired September 13, 2018, we purchased and
canceled 2,768,320, or 5% of the outstanding common shares.
In 2018, our funds from operations allowed us to increase our capital program, repurchase shares under our NCIB,
while carrying a minimal amount of debt. We expect this trend to continue in 2019 as our funds from operations and
strong balance sheet provide the flexibility to evaluate various alternatives to create shareholder value, including,
without limitation, organic growth opportunities or strategic acquisitions.
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SEGMENTED RESULTS

(in thousands of Canadian dollars)
Three months ended December 31, 2018
Industrial
Matting
Revenue
Operating expenses
Selling, general and administration
Share based payments
(Gain) loss on disposal of property, plant and equipment
Foreign exchange loss
EBITDA (1)
Depreciation and amortization (2)
EBIT (3)
Interest expense
Income tax recovery
Net income (loss)

$

18,493 $
8,675
1,422
29
(17)
64
8,320
3,475
4,845

Equipment
Rentals
13,810 $
9,059
1,935
40
(204)
78
2,902
14,570
(11,668)

Corporate
— $
—
605
15
3
—
(623)
208
(831)
235
(2,518)
1,452

Total
32,303
17,734
3,962
84
(218)
142
10,599
18,253
(7,654)
235
(2,518)
(5,371)

Three months ended December 31, 2017
Industrial
Matting
Revenue
Operating expenses
Selling, general and administration
Share based payments
Loss on disposal of property, plant and equipment
Foreign exchange loss
EBITDA (1)
Depreciation and amortization (2)
EBIT (3)
Interest expense
Income tax recovery
Net loss
Notes:
(1)

(2)
(3)

$

12,492 $
7,110
994
47
6
20
4,315
3,599
716

Equipment
Rentals
15,030 $
11,951
1,353
61
7
30
1,628
4,725
(3,097)

Corporate
— $
—
822
15
3
44
(884)
594
(1,478)
158
(653)
(983)

Total
27,522
19,061
3,169
123
16
94
5,059
8,918
(3,859)
158
(653)
(3,364)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of such a
term may not be comparable to similarly defined measures presented by other entities; see “Non-IFRS and Additional IFRS Measures and Reconciliations”.
During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from
foreign exchange or the disposal of property, plant and equipment during the normal course of business.
Included in depreciation and amortization for the three months ended December 31, 2018, are impairment charges of $10.9 million related to the impairment
of Equipment Rentals assets during the fourth quarter of 2018.
Earnings before interest and tax (“EBIT”) is an additional measure under IFRS, see “Non-IFRS and Additional IFRS Measures and Reconciliations”.
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(in thousands of Canadian dollars)
Year-ended December 31, 2018
Industrial
Matting
Revenue
Operating expenses
Selling, general and administration
Share based payments
Gain on disposal of property, plant and equipment
Foreign exchange loss (gain)
EBITDA (1)
Depreciation and amortization (2)
EBIT (3)
Interest expense
Income tax recovery
Net income (loss)

$

60,463 $
33,826
5,197
113
(256)
67
21,516
7,468
14,048

Industrial
Matting
Revenue
Operating expenses
Selling, general and administration
Share based payments
Gain on disposal of property, plant and equipment
Foreign exchange (gain) loss
EBITDA (1)
Depreciation and amortization (2)
EBIT (3)
Interest expense
Income tax expense
Net loss
Notes:
(1)

(2)
(3)

Equipment
Rentals

$

59,459 $
44,056
6,960
158
(527)
97
8,715
26,497
(17,782)

Corporate
— $
—
2,987
61
(5)
(6)
(3,037)
404
(3,441)
812
(6,970)
2,717

Year-ended December 31, 2017
Equipment
Rentals
Corporate

57,480 $
32,062
4,270
153
(81)
(120)
21,196
10,927
10,269

60,119 $
46,596
5,787
213
(115)
(168)
7,806
18,498
(10,692)

— $
—
3,717
127
(22)
222
(4,044)
807
(4,851)
1,518
484
(6,853)

Total
119,922
77,882
15,144
332
(788)
158
27,194
34,369
(7,175)
812
(6,970)
(1,017)

Total
117,599
78,658
13,774
493
(218)
(66)
24,958
30,232
(5,274)
1,518
484
(7,276)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of such a
term may not be comparable to similarly defined measures presented by other entities; see “Non-IFRS Measures and Additional IFRS Measures and
Reconciliations”. During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses
resulting from foreign exchange or the disposal of property, plant and equipment during the normal course of business.
Included in depreciation and amortization for the year-ended December 31, 2018, are impairment charges of $10.9 million related to the impairment of
Equipment Rentals assets during the fourth quarter of 2018.
Earnings before interest and tax (“EBIT”) is an additional measure under IFRS, see “Non-IFRS and Additional IFRS Measures and Reconciliations”.
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RESULTS OF OPERATIONS
Industrial Matting
(in thousands of Canadian dollars)

Three months ended December 31,
2018

Canadian revenue
U.S. revenue
Total Revenue

$

13,869
4,624
18,493

2017
$

9,969
2,523
12,492

%

Year-ended December 31,
2018

39% $
83%
48%

43,629
16,834
60,463

2017
$

49,787
7,693
57,480

%
(12)%
119%
5%

EBITDA(1)
EBITDA as a percentage of revenue

8,320
45%

4,315
35%

93%

21,516
36%

21,196
37%

2%

EBIT(2)
EBIT as a percentage of revenue

4,845
26%

716
6%

577%

14,048
23%

10,269
18%

37 %

Capital expenditures(3)
Property, plant and equipment

11,941
64,921

4,570
45,021

161%
44%

31,307
64,921

19,250
45,021

63%
44%

111,710

85,300

31%

111,710

85,300

31%

107,900

87,020

24%

91,780

80,970

13%

Equipment Fleet:
Matting fleet at period end(4)
(5)

Average matting fleet

Average utilization %(6)

45%

33%

35%

36%

Notes:
(1) Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of such term may not
be comparable to similarly defined measures presented by other entities; see “Non-IFRS and Additional IFRS Measures and Reconciliations”. During the second quarter
of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from foreign exchange or the disposal of
property, plant and equipment during the normal course of business. These changes have been updated for prior period balances.
(2) Earnings before interest and tax (“EBIT”) is an additional measure under IFRS, see “Non-IFRS and Additional IFRS Measures and Reconciliations”.
(3) Includes assets acquired under finance lease and purchases of intangible assets.
(4) Matting fleet balances are as at December 31, 2018 and 2017.
(5) Matting fleet balances are averages for the three months and year-ended December 31, 2018 and 2017.
(6) Equipment utilization includes matting equipment on rent only and is calculated using gross asset value.

Revenue for the three months ended December 31, 2018, of $18.5 million increased 48% compared to $12.5 million
during the same period of 2017. Increased revenue was primarily due to the timing of industrial matting projects in
comparison to the same quarter of 2017. Average utilization improved from 33% to 45% during the fourth quarter of
2018 as compared to the same period in 2017, partially due to a significant pipeline project along the North Montney
Mainline that occurred in 2018. Average pricing improved by 25% for the three months ended December 31, 2018 as
compared to the same period in 2017, which further contributed to the increase in revenue during the fourth quarter.
Strad's matting fleet increased to 111,710 mats as at December 31, 2018, compared to 85,300 mats at December 31,
2017, to meet the expected increase in customer demand.
EBITDA for the three months ended December 31, 2018, increased 93% to $8.3 million as compared to $4.3 million
during the three months ended December 31, 2017. EBITDA as a percentage of revenue was 45% during the three
months ended December 31, 2018, compared to 35% during the same period in 2017. The increase in EBITDA was
driven primarily by the increase in revenue which was partially offset by a 22% increase in operating expenses as
compared to the same period in 2017.
During the fourth quarter of 2018, EBIT increased to $4.8 million compared to $0.7 million during the same period of
2017. The primary driver for the increase in EBIT were the same factors that led to the increase in EBITDA for the
fourth quarter of 2018 compared to the fourth quarter of 2017.
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Revenue for the year-ended December 31, 2018, increased 5% to $60.5 million from $57.5 million during the same
period of 2017. The primary increase in revenue year-over-year was due to the 119% increase in U.S. industrial matting
revenue as compared to the year-ended December 31, 2017. This was offset by the 12% revenue decrease in Canada
to $43.6 million, compared to $49.8 million during the same period in 2017, due to the delay of matting projects until
the fourth quarter of 2018, which led to a decrease in utilization to 35% from 36%. Further impacting revenue was a
32% increase in pricing year-over-year.
During the year-ended December 31, 2018, EBITDA increased 2% to $21.5 million compared to $21.2 million for the
same period of 2017. The increase in EBITDA is primarily due to the increase in revenue year-over-year, which was
partially offset by a 6% increase in operating expenses year-over-year. EBITDA as a percentage of revenue decreased
slightly to 36% for the year-ended December 31, 2018, as compared to 37% for the year-ended December 31, 2017.
EBIT for the year-ended December 31, 2018, increased to $14.0 million as compared to $10.3 million for the same
period in 2017. The increase in EBIT was primarily driven by the increase in EBITDA for the fourth quarter of 2018 as
compared to the fourth quarter of 2017. The increase in EBIT was further improved by a decrease in depreciation
expense to $7.5 million for the year-ended December 31, 2018, as compared to $10.9 million for the year-ended
December 31, 2017. The decrease in depreciation expense is due to the accelerated depreciation of mats with no
remaining useful life during 2017 that did not occur in 2018.
Operating expenses for the three months and year-ended December 31, 2018, increased 22% and 6%, respectively,
to $8.7 million and $33.8 million as compared to $7.1 million and $32.1 million during the same period of 2017. The
increase in operating expenses was primarily due to higher transportation and other third party costs for the three
months and year-ended December 31, 2018, as compared to the same periods in 2017.
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Equipment Rentals
(in thousands of Canadian dollars)

Three months ended December 31,
2018

Canadian revenue

$

U.S. revenue
Total Revenue
EBITDA(1)
EBITDA as a percentage of revenue
EBIT (2)

7,112

Capital expenditures(3)
Property, plant and equipment

$

9,550

%

Year-ended December 31,
2018

(26)% $ 33,770

2017
$ 40,513

%
(17)%

6,698

5,480

22%

25,689

19,606

31%

13,810

15,030

(8)%

59,459

60,119

(1%)

2,902

1,628

78 %

8,715

7,806

12 %

21%
(11,668)

EBIT as a percentage of revenue

2017

11%
(3,097)

(84)%

15%
nm

(21)%

(17,782)
(30)%

13%
(10,692)

nm

(18)%

97

458

(79)%

1,171

2,669

(56)%

71,790

96,689

(26)%

71,790

96,689

(26)%

6,120

6,200

(1)%

6,120

6,200

(1)%

6,140

6,070

1%

6,100

6,070

nm

Equipment Fleet:
Equipment fleet at period end(4)
Average equipment fleet
Average utilization %

(6)

(5)

36%

33%

34%

35%

Rig Counts(7)
Western Canada

193

202

(4)%

189

202

(6)%

Bakken

55

49

12%

54

46

17%

Marcellus

75

73

3%

77

70

10%

Rockies

68

69

(1)%

68

63

8%

Notes:
(1) Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of such term may not
be comparable to similarly defined measures presented by other entities; see “Non-IFRS and Additional IFRS Measures and Reconciliations”. During the second quarter
of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from foreign exchange or the disposal of
property, plant and equipment during the normal course of business. These changes have been updated for prior period balances.
(2) Earnings (loss) before interest and tax (“EBIT”) is an additional measure under IFRS, see “Non-IFRS and Additional IFRS Measures and Reconciliations”.
(3) Includes assets acquired under finance lease and purchases of intangible assets.
(4) Surface equipment fleet balances are as at December 31, 2018 and 2017.
(5) Surface equipment fleet balances are averages for the three months and year-ended December 31, 2018 and 2017.
(6) Equipment utilization includes surface equipment on rent only and is calculated using gross asset value.
(7) Source: Baker Hughes "North America Rotary Rig Count". Rig Counts are average rig counts for the period.

Revenue for the three months ended December 31, 2018, decreased 8% to $13.8 million from $15.0 million during
the same period in 2017. Revenue decreased primarily due to lower Canadian revenue, which was the result of the
discontinuance of the drill cuttings management service line that operated in the fourth quarter of 2017. The decrease
was partially offset by the improvement of average utilization to 36% from 33% for the three months ended December
31, 2018, as compared to the same period in 2017. Average utilization improved as a result of the increase in rig counts
in the Bakken and Marcellus by 12% and 3%, respectively, which was offset by a decrease in rig counts in the Rockies
and western Canada by 1% and 4%, respectively. Overall average pricing improved by 38% in the fourth quarter of
2018 as compared to the same period in 2017.
During the fourth quarter, EBITDA increased 78% to $2.9 million from $1.6 million during the fourth quarter of 2017.
EBITDA as a percentage of revenue increased to 21% at December 31, 2018, compared to 11% at December 31, 2017.
The increase in EBITDA was driven primarily by the decrease in operating expenses to $9.1 million during the fourth
quarter of 2018 as compared to $12.0 million for the same period in 2017.
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EBIT for the three months ended December 31, 2018, decreased to $(11.7) million from $(3.1) million during the same
period of 2017. The decrease in EBIT was driven primarily by the increase in depreciation expense during the fourth
quarter of 2018 to $14.6 million compared to $4.7 million during the same period in 2017. The increase in depreciation
expense was due to a $10.9 million impairment of rental equipment assets that occurred during the fourth quarter
of 2018 which was partially offset by lower depreciation expense incurred during the fourth quarter of 2018 compared
to the same period in 2017.
Revenue for the year-ended December 31, 2018, decreased 1% to $59.5 million from $60.1 million at December 31,
2017. The decrease in revenue was driven by lower Canadian revenue, which decreased 17% to $33.8 million during
the year-ended December 31, 2018, as compared to $40.5 million for the same period of 2017. Lower revenue in
Canada was the result of a 6% decline in average rig counts and the discontinuance of the drill cuttings management
service line. The decrease in Canadian revenue was offset by the 31% increase in U.S. revenue year-over-year, which
was the result of increased activity levels in the U.S. as noted by the improved average rig counts in the Bakken,
Marcellus and the Rockies of 17%, 10% and 8% respectively. Further offsetting the decrease in Canadian revenue, was
an 18% improvement in average pricing in 2018 as compared to 2017.
During the year-ended December 31, 2018, EBITDA increased 12% to $8.7 million from $7.8 million during the same
period in 2017. The increase in EBITDA was driven by lower operating expenses from $46.6 million in 2017 to $44.1
million in 2018. EBITDA as a percentage of revenue for the year-ended December 31, 2018, increased to 15% compared
to 13% during the same period of 2017.
EBIT for the year-ended December 31, 2018, decreased to $(17.8) million from $(10.7) million during the same period
in 2017. EBIT decreased due to the increase in depreciation expense to $26.5 million during the year-ended December
31, 2018, as compared to $18.5 million during the same period in 2017. The increase in depreciation expense was
due to a $10.9 million impairment of equipment rental assets that occurred during the fourth quarter of 2018, which
was partially offset by lower depreciation expense for the year ended December 31, 2018, as compared to the same
period of 2017.
Operating expenses for the three months and year-ended December 31, 2018, decreased 24% and 5%, respectively,
to $9.1 million and $44.1 million as compared to $12.0 million and $46.6 million during the same period of 2017. The
decrease in operating expenses for the three months and year-ended December 31, 2018, was primarily the result of
the discontinuance of the drill cuttings management service line, which led to a decrease in headcount related expenses
during the 2018 year, as compared to the same period in 2017.
Selling, General and Administrative Expenses
Selling, general and administrative expenses ("SG&A") are comprised of sales and marketing costs associated with
each segment, along with corporate costs which consist of head office infrastructure and general corporate costs.
SG&A expenses for the fourth quarter of 2018 were $4.0 million as compared to $3.2 million during the fourth quarter
of 2017. The increase in SG&A expenses for the fourth quarter of 2018 as compared to 2017 was due to increased
professional fees related to projects that occurred during the fourth quarter of 2018. As a percentage of revenue,
SG&A expenses remained consistent at 12% for the fourth quarter of 2018 and 2017.
SG&A expenses for the year-ended December 31, 2018, were $15.1 million as compared to $13.8 million during the
same period of 2017. The increase in SG&A was primarily due to the increase in headcount for 2018 as compared to
2017, resulting in increased costs related to salaries and benefits. Further impacting the increase in SG&A for the yearended December 31, 2018, are increased IT costs associated with technology enhancements and bad debt expense
associated with specific customer balances. As a percentage of revenue SG&A expenses increased to 13% for the year
December 31, 2018, as compared to 12% in the same period of 2017.
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Depreciation and Amortization
Depreciation and amortization related to property, plant and equipment, intangible assets and other assets increased
to $18.3 million and $34.4 million for the three months and year-ended December 31, 2018, compared to $8.9 million
and $30.2 million for the same period in 2017. The increase in depreciation expense was related primarily to
impairment of $10.9 million in the Equipment Rentals CGU during the fourth quarter of 2018, which did not occur
during 2017. This increase was offset by the decrease in depreciation expense due to divestitures of assets with costs
of $39.3 million in 2018 compared to $17.4 million in 2017. Further offsetting the increase in depreciation year-overyear was accelerated depreciation charges of $1.2 million recognized during the fourth quarter of 2017, which
pertained to assets with no remaining useful life, which did not re-occur in 2018.
Impairment of property, plant and equipment
At December 31, 2018, the Company performed its annual assessment for impairment indicators and identified the
Company's market capitalization was less than the carrying amount of its net assets. As a result, the Company
conducted an assessment of EBITDA multiples, for each of the Company's CGU's. Based on the EBITDA multiples test,
the Company identified an impairment test was required for the Equipment Rentals CGU. The Company performed
an impairment calculation to assess whether the carrying value was recoverable. The recoverable amount used in
assessing impairment was calculated using a fair value less costs of disposal model, based on a discounted cash flow
with a discount rate of 16%.
In accordance with the Company's accounting policies, property, plant and equipment is attributed to the CGU’s that
collectively form the Industrial Matting and Equipment Rentals operating segments. To assess impairment, the
recoverable amount of the CGU to which the property, plant and equipment relates is compared to the carrying
amount. If the recoverable amount of the CGU is less than the carrying amount, an impairment loss is recognized. An
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the CGU and then to
reduce the carrying amounts of the other assets in the CGU.
The recoverable amount of the Equipment Rentals CGU at December 31, 2018, was determined using the fair value
less costs of disposal calculation, which included discounted after-tax cash flow calculations and multiples of EBITDA,
using forecast prices and cost estimates (Level 3) based on expected future results for a period of five years applying
a discount rate of 16%. Cash flow projections beyond the five year period covered by Management’s forecast were
extrapolated based on a 2% per annum growth rate. To assess reasonableness, an evaluation of EBITDA multiples was
also completed. As at December 31, 2018, the recoverable amount of the Equipment Rentals CGU using fair value less
cost of disposal was estimated to be $69.2 million. Management's estimates of recoverable amounts are subject to
measurement uncertainty as the recoverable amounts are based upon current operating forecasts, utilization rates,
rates for available equipment, costs to maintain the equipment and post-tax discount rates.
The Company compared the estimated recoverable amount to the carrying value and it was determined that the
carrying value exceeded the estimated recoverable amount. Accordingly, the Company recorded an impairment loss,
through depreciation expense, in the Equipment Rentals CGU of $10.9 million, as at December 31, 2018.
Assumptions used for impairment calculations at December 31, 2018, were as follows:
Gross margin %

43% - 48%

Utilization rate

34% - 50%

Tax rate

27%

Terminal growth rate

2%

Discount rate

16%
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A sensitivity analysis on the discount rate and expected future cash flows would have the following impact on the
impairment test:
(in thousands of Canadian dollars)
10% increase expected future cash flows
10% decrease in expected future cash flows

$

Impact on impairment
8,369
(8,369)

1% increase in the discount rate

(6,687)

1% decrease in the discount rate

7,762

Interest Expense
Interest expense totaled $0.2 million and $0.8 million for the three months and year-ended December 31, 2018,
compared to $0.1 million and $1.5 million for the same period in 2017. The decrease in interest expense during 2018
is due to a lower average funded debt balance throughout the year, as compared to 2017, as well as lower interest
rates year-over-year.
(Gain) loss on Foreign Exchange
The loss on foreign exchange for the three months and year-ended December 31, 2018, was $0.1 million and $0.2
million as compared to a loss of $0.1 million and a gain of $0.1 million for the three months and year-ended December
31, 2017. The Company is exposed to foreign currency fluctuations as certain balances within working capital may
vary due to changing Canada/U.S. exchange rates. The Company has exposure to U.S. dollars since a portion of the
Company’s customers and vendors transact in USD and the Company reports in CAD. The Canadian dollar has weakened
by 8% against the U.S. dollar over the past year (1 CAD = 0.7330 USD as at December 31, 2018, compared to 1 CAD =
0.7954 USD as at December 31, 2017).
Income Taxes
For the year-ended December 31, 2018, the Company recorded a loss before income taxes of $8.0 million and
recognized current income tax recovery of $0.3 million and deferred income tax recovery of $6.7 million, compared
to a current income tax expense of $0.3 million and deferred income tax expense of $0.2 million for the same period
in 2017. The deferred income tax recovery is due to the completion of certain transactions resulting in a taxable foreign
exchange gain recorded directly within other comprehensive income. The foreign exchange gain was entirely offset
by tax loss carryforwards in the Company's U.S. subsidiary for which no deferred tax asset was previously recognized.
SUMMARY OF QUARTERLY RESULTS
(in thousands of Canadian dollars, except per share amounts)
Revenue
EBITDA(1)
Net income (loss)
Per share ($), basic
Per share ($), diluted
Notes:
(1)

Dec 31, 2018
$

32,303 $
10,599
(5,371)
(0.09)
(0.09)

Three months ended
Sep 30, 2018
Jun 30, 2018
31,220 $
6,502
890
0.02
0.02

28,035 $
4,830
3,861
0.07
0.07

Mar 31, 2018
28,364
5,263
(397)
(0.01)
(0.01)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of such a
term may not be comparable to similarly defined measures presented by other entities; see “Non-IFRS and Additional IFRS Measures and Reconciliations”.
During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from
foreign exchange or the disposal of property, plant and equipment during the normal course of business.
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(in thousands of Canadian dollars, except per share amounts)
Revenue
EBITDA(1)
Net income (loss)
Per share ($), basic
Per share ($), diluted
Notes:
(1)

Three months ended
Sep 30, 2017 Jun 30, 2017

Dec 31, 2017
$

27,522 $
5,059
(3,364)
(0.06)
(0.06)

33,923 $
9,439
598
0.01
0.01

Mar 31, 2017

28,494 $
5,799
(2,163)
(0.04)
(0.04)

27,660
4,661
(2,347)
(0.04)
(0.04)

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS, and, accordingly, Strad's use of such a
term may not be comparable to similarly defined measures presented by other entities; see “Non-IFRS and Additional IFRS Measures and Reconciliations”.
During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from
foreign exchange or the disposal of property, plant and equipment during the normal course of business.

Strad’s quarterly performance has historically been affected by seasonal variations in the Western Canadian
Sedimentary Basin ("WCSB"). The Company has geographically diversified its operations where approximately 42%
of Strad’s gross capital assets are located in the U.S. Most regions in the U.S. do not normally experience the same
seasonal reduction in drilling activity that the WCSB does in the second quarter. Strad’s product diversity helps further
mitigate seasonal variations. In Canada, the demand for industrial matting products is typically minimal during the
first quarter, much stronger in the second and third quarter, and then decreases through the end of the year. However,
pipeline, power transmission and mining related projects have the potential to create more demand for matting during
non-peak seasons as these segments continue to grow but is largely dependent on project timing. Demand for
equipment rentals is typically strong in the first quarter, decreases in the second quarter, and then increases over the
next two quarters.
The increase in revenue and net income for the third quarter of 2017 was due to significantly improved drilling activity
across North America as a result of recovering commodity prices. This lead to improved customer pricing and utilization
during the third quarter of 2017, which contributed to the improved results.
The increase in revenue for the fourth quarter of 2018 was due to a significant matting project that started late in the
third quarter of 2018 and continued for the entire fourth quarter of 2018, leading to higher margins and therefore
increased net income. The decrease in net income for the fourth quarter of 2018 was due to impairment of Equipment
Rentals CGU assets that was incurred during that quarter.
LIQUIDITY AND CAPITAL RESOURCES
(in thousands of Canadian dollars)

December 31, 2018

Current assets
Current liabilities
Working capital(1)
Banking facilities
Operating facility
Syndicated revolving facility
Total facility borrowings
Total credit facilities(2)
Unused credit capacity
Notes:
(1)

December 31, 2017

$

36,625 $
17,292
19,333

31,899
12,282
19,617

$

762 $
12,934
13,696

—
10,776
10,776

$

48,500 $
34,804

48,500
37,724

Working capital is calculated as current assets less current liabilities, as derived from the Company's consolidated statement of financial
position.
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(2)

Facilities are subject to certain limitations on accounts receivable, inventory, and net book value of fixed assets and are secured by a
general security agreement over all of the Company's assets. As at December 31, 2018, Strad had access to $48.5 million of credit
facilities.

As at December 31, 2018, working capital decreased slightly to $19.3 million compared to $19.6 million at December
31, 2017. The change in current assets is a result of a 23% increase in accounts receivable to $32.0 million for the
fourth quarter of 2018 compared to $26.0 million for the fourth quarter of 2017. The increase in accounts receivable
is due to the timing of collections of accounts receivable outstanding, in addition to revenue being higher in the fourth
quarter of 2018 as compared to the fourth quarter of 2017. Inventory remained the same at $1.8 million at December
31, 2018, as compared to December 31, 2017. Prepaid expenses increased 192% to $2.1 million at December 31,
2018, as compared to $0.7 million at December 31, 2017. The increase in prepaid expenses was the result of a large
deposit made during the fourth quarter of 2018 in addition to prepaid rent and higher insurance premiums.
The change in current liabilities is a result of a 37% increase in accounts payable and accrued liabilities to $16.4 million
at December 31, 2018, compared to $11.9 million at year end. The increase in accounts payable was primarily due to
the timing of payments made during the fourth quarter of 2018.
Cash flow from operating activities for the year-ended December 31, 2018, decreased slightly to $29.8 million
compared to $29.9 million for the same period of 2017, due to an increased working capital investment, partially
offset by an increase in EBITDA and an increase in proceeds on used fleet sales. Funds from operations for the three
months ended December 31, 2018, increased to $11.5 million compared to $6.6 million for the three months ended
December 31, 2017. Capital expenditures totaled $12.2 million for the three months ended December 31, 2018.
Management monitors funds from operations and the timing of capital additions to ensure adequate capital resources
are available to fund Strad’s capital program.
As at December 31, 2018, the Company’s syndicated banking facility consists of an operating facility with a maximum
principal amount of $7.0 million CAD and $5.0 million USD, and a $36.5 million CAD syndicated revolving facility, both
of which are subject to certain limitations on accounts receivable, inventory, and net book value of fixed assets and
are secured by a general security agreement over all of the Company’s assets. As at December 31, 2018, the Company
had access to the maximum credit facilities. The syndicated banking facility will mature on September 29, 2021. The
syndicated banking facility bears interest at bank prime plus a variable rate, which is dependent on the Company’s
funded debt to covenant EBITDA ratio.
Based on the Company's funded debt to covenant EBITDA ratio, the interest rate on the syndicated credit facility is
bank prime plus 0.50% on prime rate advances and at the prevailing rate plus a stamping fee of 1.50% on bankers'
acceptances. For the year-ended December 31, 2018, the overall effective rates on the operating facility and revolving
facility were 4.24% and 4.60%, respectively. As of December 31, 2018, $0.8 million was drawn on the operating facility
and $12.9 million was drawn on the revolving facility. Required payments on the revolving facility are interest only.
As at December 31, 2018, the Company was in compliance with all of the financial covenants under its credit facilities.
The relevant definitions related to the financial debt covenant ratio terms as set forth in the Company's syndicated
banking facility are as follows:
• Funded debt includes bank indebtedness plus long-term debt plus current and long-term obligations under
finance lease, less cash.
• Covenant EBITDA is based on trailing twelve months adjusted EBITDA plus share based payments, plus
additional one-time charges.
• Interest expense ratio is calculated as the ratio of trailing twelve months adjusted EBITDA plus share based
payments to trailing twelve months interest expense on loans and borrowings.
The above noted definitions are not recognized under IFRS and are provided strictly for the purposes of the financial
covenant calculation.
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As at December 31,
2018

Financial Debt Covenants
(in thousands of Canadian dollars, except ratio amounts)
Funded debt to EBITDA ratio (not to exceed 3.0:1)
Funded debt
Covenant EBITDA
Ratio
EBITDA to interest coverage ratio (no less than 3.0:1)
Covenant EBITDA
Covenant interest expense
Ratio

As at December 31,
2017

$

14,009 $
26,877
0.5

9,768
25,339
0.4

$

26,877 $
812
33.1

25,339
1,225
20.7

CONTRACTUAL OBLIGATIONS
The Company’s contractual obligations as at December 31, 2018, were as follows:
(in thousands of Canadian dollars)
Finance leases
Operating leases
Total commitments

$

Total
1 Year or Less
313 $
157 $
17,360
5,716
17,673
5,873

2-3 Years
156 $
9,755
9,911

4+ Years
—
1,889
1,889

All of the Company’s contractual obligations range from less than one year to seven years.
OUTSTANDING COMPANY SHARE DATA
As of February 27, 2019
56,773,012
1,749,500
58,522,512

Common shares
Options
Fully diluted common shares

OFF BALANCE SHEET ARRANGEMENTS
As at December 31, 2018, the Company had no off-balance sheet arrangements.
TRANSACTIONS WITH RELATED PARTIES
i)

Compensation of key management

Key management includes the Company's directors and members of the Executive Management Team, the Chief
Executive Officer ("CEO"), the Chief Financial Officer ("CFO") and the Chief Operating Officer ("COO"). The
compensation paid or payable to key management for services is shown below:
(in thousands of Canadian dollars)
Salaries and short-term employee benefits
Share-based payments
Performance, Restricted and Director award expense
Termination payments

$
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Year-ended December 31,
2018
2017
2,023 $
2,061
185
168
143
603
—
—
2,351
2,832

ii)

Loans to key management

The share purchase loans outstanding with key management are shown below:
(in thousands of Canadian dollars)
Opening balance
Repayment of share purchase loan

$

December 31, 2018
691 $
—
691

For the period ended
December 31, 2017
995
(304)
691

Certain key management personnel have loans outstanding totaling $0.7 million from the Company. Proceeds of the
loans were used to purchase common shares of the Company, which were then used to secure these loans. The loan
balances are non-interest bearing for the first three years the loans are outstanding, unless further extensions are
approved by the Board of Directors. During the first quarter of 2018, an extension of the non-interest bearing period
for the loans was approved by the Board of Directors. After the interest free period, the notes bear interest at the
prime lending rate per annum established by the Company's bank, plus 1% interest. The loans are required to be
repaid in full on the maturity date, being 10 years from the date of issuance.
For the year-ended December 31, 2018, there were loan advances of $nil made to key management (year-ended
December 31, 2017 - $nil) and $nil of shareholder loans were settled (year-ended December 31, 2017 - $0.3 million).
For the period ended December 31, 2018, interest of $nil was charged by the Company on loans to key management
(year-ended December 31, 2017 - $nil) and interest repayments of $nil were received (year-ended December 31, 2017
– $nil).
The Company has entered into a consulting services agreement and lease agreements with an entity wholly owned
by Lyle Wood, a member of the Company’s Board of Directors. The Company makes payments of $56,500 per month
to Mr. Wood for advisory services related to ongoing business development activities and for rent related to yard and
office space in Fort Nelson, B.C. and Fort St. John, B.C. For the year-ended December 31, 2018, the total amount paid
for these services was $0.7 million (December 31, 2017 - $0.7 million) with $nil outstanding at December 31, 2018
(December 31, 2017 - $nil million).
FINANCIAL INSTRUMENTS
All of the Company’s financial instruments as at December 31, 2018, relate to standard working capital and credit
facility items. There are no significant differences between the carrying value of these financial instruments and their
estimated fair values. There are no off-balance sheet arrangements and the Company does not use any derivative
financial instruments.
Of the Company’s financial instruments, cash and trade receivables have exposure to credit risk. The Company provides
credit to its customers in the normal course of operations. The Company’s credit risk policy includes performing credit
evaluations of its customers. Substantially all of the Company’s trade receivables are due from companies in the oil
and natural gas industry or pipeline and power transmission industries and are subject to the normal industry credit
risk. Management believes credit risk to be minimal and consistent with industry averages.
(in thousands of Canadian dollars)

December 31, 2018

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

$
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18,221
8,186
1,971
3,635
32,013

December 31, 2017
$

15,220
6,081
3,283
1,454
26,038

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.
(in thousands of Canadian dollars)
Accounts payable and accrued liabilities

$

Bank indebtedness(1)
Long-term debt(1)
Obligations under finance lease(1)
Total

Less than 1 year
16,373 $
762
596
157
17,888

As at December 31, 2018
1 -2 years
2 - 3 years
— $
—
—
596
156
752

—
13,381
—
13,381

(1) Includes principal and interest.

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 or future cash flows will fluctuate as a result of changes
in foreign exchange rates. The Company is exposed to foreign exchange risk associated with its U.S. subsidiary where
revenues, costs, and purchases of capital assets are denominated in USD. The Company is also exposed to foreign
exchange risk as certain balances within working capital may fluctuate due to changing Canada/U.S. exchange rates.
For the period ended December 31, 2018, 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 $0.2 million (2017 - $0.1 million).
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.
CRITICAL ACCOUNTING ESTIMATES
Management is required to make judgments, assumptions and estimates in applying its accounting policies and
practices which have a significant impact on the financial results of the Company. The following discussion outlines
the accounting policies and practices involving the use of estimates that are critical to determining Strad’s financial
results.
Amounts recorded for depreciation and amortization are based on the estimated useful lives and residual values of
the underlying assets. Useful lives and residual values are based on Management's best estimate using knowledge of
past transactions and experience and industry practice, and as such are subject to measurement uncertainty. The
estimates are reviewed at least annually and are updated if expectations change as a result of physical wear and tear
and legal or other limits to use.
Inventory is to be carried at the lower of cost and net realizable value. Management regularly reviews the estimates
associated with net realizable value, which is the selling price prevailing in the market, less any costs to sell. Significant
changes in economic and business conditions could impact the timing and magnitude of impairment charges in
inventory.
The Company makes estimates of the fair value of assets and liabilities assumed in a business combination, which
includes estimates of the fair value of property, plant and equipment, working capital, debt, and obligations under
capital leases.
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The Company makes estimates when determining the recoverable amount of assets subject to impairment testing.
The recoverable amount of assets are determined using the greater of fair value less costs of disposal and value-inuse. Fair value less costs of disposal and value-in-use calculations require the use of estimates, assumptions, and
judgments. Value-in-use calculations require management estimates regarding projected future sales, earnings, capital
investment and, discount rates. Fair value less costs of disposal requires management to make estimates of future
sales, earnings and capital investment, and discount rates, as well as estimations of costs to sell. The estimates are
reviewed each time an impairment calculation is required.
Deferred tax assets and liabilities contain estimates about the nature and timing of future permanent and temporary
differences. Tax interpretations, regulations, and legislation in the various jurisdictions in which the Company and its
subsidiaries operate are subject to change. Deferred income tax assets are assessed by Management at the end of
the reporting period to determine the likelihood that they will be realized from future taxable earnings. Management
reviews current and potential changes to tax law and bases estimates on the most relevant information available.
New standards, amendments and interpretations issued:
a.

IFRS 9 "Financial Instruments"
On January 1, 2018, the Company adopted IFRS 9, “Financial Instruments” ("IFRS 9"), which was issued by
the IASB on July 24, 2014, to replace International Accounting Standard 39, "Financial Instruments:
Recognition and Measurement." This standard was adopted by the Company retrospectively without
requiring restatement of prior year balances.
Classification of financial assets
Under IFRS 9, the Company classifies its financial assets in the following measurement categories:
• those to be measured subsequently at fair value (either through Other Comprehensive Income ("OCI"), or
through profit or loss), and
• those to be measured at amortized cost.
The classification depends on the entity's business model for managing the financial assets and the contractual
terms of the cash flows.
For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held for trading, this will depend on whether the group has
made an irrevocable election at the time of initial recognition to account for the equity investment at fair
value through other comprehensive income ("FVOCI").
The assets, including cash and cash equivalents, that are held for collection of contractual cash flows where
those cash flows represent solely payments of principal and interest are measured at amortized cost. Interest
income from these financial assets is included in finance income using the effective interest rate method.
Any gain or loss arising on derecognition is recognized directly in profit or loss and presented in other gains/
(losses), together with foreign exchange gains and losses.
Impairment of financial assets
From January 1, 2017, the Company assesses on a forward looking basis the expected credit losses associated
with its debt instruments carried at amortized cost and FVOCI. The impairment methodology applied depends
on whether there has been a significant increase in credit risk.
For trade receivables, the Company applies the simplified approach permitted by IFRS 9, which requires
lifetime expected losses to be recognized from initial recognition of the receivables.
On that basis the loss allowance as at December 31, 2018, was determined as follows for trade receivables:
Page 18 of 29

(in thousands of Canadian dollars)
December 31, 2018

Current

Expected loss rate

0.2%

Gross carrying amount

$

More than 30
days past due
0.5%

18,221 $

More than 60
days past due
1.3%

More than 90
days past due
2.2%

8,186 $

1,971 $

5,048 $

Total

33,426

Loss allowance

36

41

26

111

214

Loss allowance based on
specific customers

—

—

—

1,199

1,199

Total loss allowance

36

41

26

1,310

1,413

The loss allowances for financial assets are based on assumptions about risk of default and expected loss
rates. The group uses judgment in making these assumptions and selecting inputs to the impairment
calculation, based on the Company's past history, existing market conditions as well as forward looking
estimates at the end of each reporting period. Details of the key assumptions and inputs used are disclosed
in the table above.
b.

IFRS 15 "Revenue From Contracts With Customers"
On January 1, 2018, the Company adopted IFRS 15 "Revenue from Contracts with Customers" ("IFRS 15"),
which was issued on May 28, 2014, to replace IAS 11 "Construction Contracts", IAS 18 "Revenue" and several
revenue-related interpretations. The Company has adopted the new standard using the modified
retrospective approach. As such, the Company has used the practical expedient not to restate the contracts
which were considered completed contracts at the beginning of the earliest period presented.
The Company does not expect to have any contracts where the period between the transfer of the promised
goods or services to the customer and payments by the customer exceeds one year. As a consequence, the
Company does not adjust any of the transaction prices for the time value of money.
Classification of Revenue
(i) Services:
The Company performs services based upon service orders with customers that include fixed prices based
upon 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 owed to the Company
is considered probable. Service work performed by the Company can include, but are not limited to
transportation, cleaning services and maintenance. Revenue from the rendering of these services are
recognized over time.
(ii) Sale of goods:
The Company sells items of property, plant and equipment that it has held for rental and such assets are
transferred to inventories at their carrying amount when they cease to be held for rent. Revenue for the sale
of goods (inventories or rental assets) is recognized when it is probable that the economic benefits will flow
to the Company, delivery has occurred, the sales price is fixed or determinable, and collectability is reasonably
assured. These criteria are generally met at the time the product is shipped and delivered to the customer.
Depending on the delivery conditions, title and risk have passed to the customer and acceptance of the
product, when contractually required and delivered to the customer. The proceeds from the sale of such
assets are recognized as revenue at a point in time when control of the assets transfer.
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New standards, amendments and interpretations issued but not yet effective:
On January 13, 2016, the IASB issued IFRS 16, “Leases” (“IFRS 16”). The standard introduces a single lease
accounting model and requires a lessee to recognize assets and liabilities for all leases with a term of more
than 12 months, unless the underlying asset is of low value. A lessee is required to recognize a right-of-use
asset ("ROU") representing its right to use the underlying asset and a lease liability representing its obligation
to make lease payments. IFRS 16 is effective for years beginning on or after January 1, 2019, with early
adoption permitted if IFRS 15 “Revenue From Contracts With Customers” has been adopted. The Company
intends to adopt IFRS 16 and the clarifications in its financial statements for the annual period beginning on
January 1, 2019.
The Company has reviewed all of its leasing arrangements during 2018 in order to analyze the impact of the
lease accounting rules in IFRS 16. The standard will affect primarily the accounting for the Company's operating
leases.
The Company expects to recognize right-of-use assets of approximately $14.2 million on January 1, 2019,
lease liabilities of $14.6 million and an adjustment to opening deficit of $0.4 million.
The Company plans to apply IFRS 16 initially on January 1, 2019, using the modified retrospective approach.
Therefore, the cumulative effect of adopting IFRS 16 will be recognized as an adjustment to the opening
balance of deficit at January 1, 2019, with no restatement of comparative information.
The Corporation intends to use the following practical expedients permitted under the new standard:
(i)
(ii)

Leases of low dollar value will continue to be expensed as incurred;
Leases with a remaining term of less than twelve months as at January 1, 2019 will be classified as
short-term leases.

DISCLOSURE CONTROLS AND PROCEDURES
The Company's Chief Executive Officer and Chief Financial Officer have designed, or have caused to be designed under
their supervision, disclosure controls and procedures to provide reasonable assurances that (i) material information
relating to the Company is made known to the Corporation's Chief Executive Officer and Chief Financial Officer by
others, particularly during the period of time in which the annual and interim filings are being prepared; and (ii) the
information required to be disclosed by the Company in its annual filings, interim filings or other reports filed or
submitted by it under securities legislation is recorded, processed, summarized and reported within the time periods
specified in the securities legislation. They are assisted in this responsibility by the Company’s Management team.
These disclosure controls and procedures include controls and procedures which have been designed to ensure that
the information required to be disclosed by the Company in its annual filings, interim filings or other reports filed or
submitted by it under securities legislation is accumulated and communicated to the Company’s Management to allow
timely decisions regarding required disclosure.
As at December 31, 2018, an evaluation was carried out, under the supervision of the CEO and the CFO, of the
effectiveness of the design and operation of Strad’s disclosure controls and procedures as defined by National
Instrument 52-109, Certification of Disclosure in Issuers’ Annual and Interim Filings. Based on this evaluation, the CEO
and CFO concluded that, as at December 31, 2018, Strad’s disclosure controls and procedures, as defined by National
Instrument 52-109, Certification of Disclosure in Issuers’ Annual, and Interim Filings were effective.
Strad will continue to evaluate the disclosure controls and procedures with modifications being made when necessary.
There were no changes in Strad’s disclosure controls and procedures that occurred during the year-ended December
31, 2018, which have materially affected, or are reasonably likely to materially affect, Strad’s disclosure controls and
procedures.
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INTERNAL CONTROLS OVER FINANCIAL REPORTING
The Chief Executive Officer and Chief Financial Officer of the Company are responsible for designing, establishing, and
maintaining internal controls over financial reporting; as such term is defined in National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings. The Chief Executive Officer and Chief Financial Officer
of the Company certify on a quarterly and annual basis that senior management has designed such internal controls
over financial reporting (“ICFR”), or caused them to be designed under their supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with IFRS. The control framework used to design ICFR is the Internal Control - Integrated
Framework (2013) (“COSO Framework”) published by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSO”). The Chief Executive Officer and Chief Financial Officer of the Company directed the assessment
of the design and operating effectiveness of the Company’s internal controls over financial reporting as at December
31, 2018, and based on that assessment determined that the Company’s internal controls over financial reporting
was, in all material respects, operating effectively.
The Company’s internal controls over financial reporting may not prevent or detect all errors, misstatements, and
fraud. The design of internal controls must also take into account resource constraints. A control system, including
the Company’s internal controls over financial reporting, no matter how well conceived and operated, can provide
only reasonable, not absolute, assurance that the objectives of the control system are met.
During the year-ended December 31, 2018, there have been no changes in the Company’s internal controls over
financial reporting that have materially affected, or are reasonably likely to materially affect, the Company’s internal
controls over financial reporting.
RISKS AND UNCERTAINTIES
The operations of Strad face a number of risks and uncertainties in the normal course of business that may be beyond
its control, but which could have a material adverse effect on the Company’s financial condition and results of
operations. The following are a selection of certain risks and uncertainties identified by the Company. Detailed
disclosures of such as well as additional risk factors are included in the Company's most recently filed Annual
Information Form.
Risks in the oil and natural gas exploration and production industry
The oil and natural gas exploration and production industry in which the Company operates is highly volatile, and
there can be no assurance that demand for the Company’s services will be maintained at current levels.
The demand, pricing, and terms of oil and natural gas services largely depends upon the level of exploration,
development and, production activity for both crude oil and natural gas in the WCSB and in the United States. Oil and
natural gas industry conditions are influenced by numerous factors over which the Company has no control, including
oil and natural gas prices, expectations about future oil and natural gas prices, levels of consumer demand, the cost
of exploring for, producing and delivering oil and natural gas, the expected rates of declining current production, the
discovery rates of new oil and natural gas reserves, available pipeline and other oil and natural gas transportation
capacity, the availability of services relating to drilling and completion, weather conditions, political, regulatory and
economic conditions, and the ability of oil and natural gas companies to raise equity capital or debt financing.
The level of activity in the oil and natural gas exploration and production industry remains volatile. Any prolonged
volatility and substantial reduction in oil and natural gas prices would likely affect oil and natural gas production levels
and therefore continue to affect the currently reduced demand for services to oil and natural gas customers. Sustained
low oil or natural gas prices or Canadian, U.S. and international industry activity would continue to have a material
adverse affect on the Corporation's business, financial condition, results of operations and cash flows. The business
and activities of the Corporation are directly affected by fluctuations in the levels of exploration, development and
production activity carried on by its customers.
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Recent market events and conditions, including global excess oil and natural gas supply, recent actions taken by the
Organization of the Petroleum Exporting Countries ("OPEC"), slowing growth in China and emerging economies, market
volatility and disruptions in Asia, weakening global relationships, isolationist trade policies, increased U.S. shale
production, sovereign debt levels and political upheavals in various countries have caused significant weakness and
volatility in commodity prices. These events and conditions have caused a significant decrease in the valuation of oil
and gas companies and a decrease in confidence in the oil and gas industry. These difficulties have been exacerbated
in Canada by political and other actions resulting in uncertainty surrounding regulatory, tax, royalty changes and
environmental regulation. In addition, the inability to get the necessary approvals to build pipelines, LNG plants and
other facilities to provide better access to markets for the oil and gas industry in western Canada has led to additional
downward price pressure on oil and gas produced in western Canada and uncertainty and reduced confidence in the
oil and gas industry in western Canada. Lower commodity prices have restricted, and are anticipated to continue to
restrict, oil and natural gas producers' cash flows resulting in reduced capital expenditure budgets. Such events directly
affect the demand for drilling services which has, and are anticipated to continue to have, a material adverse effect
upon the Company's business, financial condition, cash flow and results from operations. If these conditions persist,
the Company's cash flow may not be sufficient to continue to fund its operations and to satisfy its obligations when
due and the Company's ability to discharge its obligations will require additional equity or debt financing and/or
proceeds from asset sales. Given the current market conditions and the lack of confidence in the Canadian oil and gas
industry, the Company may have difficulty raising additional funds or if it is able to do so, it may be on unfavourable
and highly dilutive terms.
Competition
The Company competes with a number of companies with varying technical and financial resources. Several businesses
that compete directly with Strad, but may be part of a larger entity, include Precision Drilling Corporation, Total Energy
Services Inc., Clean Harbors Inc., Black Diamond Group Limited, Northern Mat & Bridge Ltd., Horizon North Logistics
Inc., and Stallion Oilfield Services Ltd. The Company’s competitors in the United States market where the Company
operates are region specific. The largest national competitor is Stallion Oilfield Services Ltd. There can be no assurance
that competitors will not substantially increase the resources devoted to the development and marketing of services
that compete with those of the Company, or that new or existing competitors will not enter the various markets in
which the Company is active. In addition, reduced levels of activity in the oil and natural gas industry could intensify
competition and the pressure on competitive pricing, and, may result in lower revenues or margins to the Company.
Ongoing capital requirements
The Company’s business strategy is based, in part, upon the continued expansion of the Company’s ability to provide
a range of industrial matting and equipment rentals and services to customers in many industrial sectors, including
Oil and Gas, Pipeline, Power Transmission and Mining. In order to continue to implement its business strategy, the
Company will be required to make additional capital investments. The Company expects to finance these capital
expenditures through vendor financing, ongoing cash flow from operations, borrowings under its syndicated credit
facility, and, from time to time, raising capital through the sale of additional debt or equity securities. The Company’s
ability to obtain financing or to access the capital markets for future offerings may be limited by the restrictive covenants
and limits in the Company's current and future debt agreements, by the Company’s future financial condition, and
by adverse market conditions resulting from, among other things, general economic conditions and contingencies
and uncertainties beyond the Company’s control. The Company’s inability to raise financing to support ongoing
operations or to fund capital expenditures or acquisitions could limit the Company’s growth and may have a material
adverse effect on the Company.
Current global financial conditions
Current global financial conditions have been subject to volatility. Worldwide commodity prices are expected to remain
volatile in the near future as a result of global excess supply, recent actions taken by OPEC and ongoing global credit
and liquidity concerns. As a result of these global conditions, the Company is subject to counterparty risk and liquidity
risk. The Company is exposed to various counterparty risks including, but not limited to: (i) financial institutions that
hold the Company's cash; and (ii) the Company's insurance providers. As a result, the Company may become exposed
Page 22 of 29

to credit related losses in the event of non-performance by counterparties to these financial instruments. In the event
that a counterparty fails to complete its obligations, the Company would bear the risk of loss of the amount expected
to be received under these financial instruments in the event of the default or bankruptcy of a counterparty.
The Company is also exposed to liquidity risk in the event its cash positions decline or become inaccessible for any
reason, or additional financing is required to advance its projects or growth strategy and appropriate financing is
unavailable, or demand for oil and gas falls. Any of these factors may impact the ability of the Company to obtain
further equity based funding, loans and other credit facilities in the future, and, if obtained, on terms favourable to
the Company.
Political uncertainty
The Company's business may be adversely affected by recent political and social events and decisions made in the
United States, Europe, and elsewhere. In the last several years, the United States and certain European countries have
experienced significant political events that have cast uncertainty on global financial and economic markets. Since
the 2016 U.S. presidential election, the new American administration has begun taking steps to implement certain of
its promises made during the campaign. The administration has withdrawn the United States from the Trans-Pacific
Partnership, NAFTA has been renegotiated and Canada, the U.S. and Mexico have signed a three party agreement to
replace NAFTA, which once ratified, will result in reduced regulation and taxation in the United States, and introduced
laws to reduce immigration and restrict access into the United States for citizens of certain countries. It is presently
unclear exactly what other actions the administration in the United States will implement, and if implemented, how
these actions may impact Canada and in particular the oil and gas industrial services industry or the Company's crossborder operations. Any actions taken by the United States administration may have a negative impact on the Canadian
economy and on the businesses, financial conditions, results of operations, and the valuation of Canadian service
companies, including the Company.
In addition to the political disruption in the United States, the citizens of the United Kingdom voted to withdraw from
the European Union and the Government of the United Kingdom has taken steps to implement such withdrawal. Some
European countries have also experienced the rise of anti-establishment political parties and public protests held
against open-door immigration policies, trade, and globalization. To the extent that certain political actions taken in
North America, Europe, and elsewhere in the world result in a marked decrease in free trade, access to personnel,
and freedom of movement, it could increase costs for goods and services required for the Company's operations,
reduce access to skilled labour, and negatively impact the Company's business, operations, financial conditions.
Seasonality of oilfield operations
In Canada, the level of activity in the oilfield services industry is influenced by seasonal weather patterns. As warm
weather returns in the spring, the winter’s frost comes out of the ground (commonly referred to as “spring breakup”),
rendering many secondary roads incapable of supporting heavy loads and as a result road bans are implemented
prohibiting heavy loads from being transported in certain areas. Therefore, the movement of heavy equipment
required for drilling and well servicing activities is restricted, and the level of activity of our customers is consequently
reduced. The Company's operations in the United States mitigates a portion of the seasonality risk.
Failure to realize benefits of acquisitions and dispositions
The anticipated benefits of acquisitions may not be achieved and the Company may dispose of non-core assets for
less than their carrying value on the financial statements as a result of weak market conditions.
Accounts receivable
A substantial portion of the Company’s accounts receivable are with customers involved in the oil and natural gas,
pipeline, power transmission and mining industries industries, 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
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of weak economic conditions due to potential reduction in cash flow and access to capital of the Company’s customers.
It is not uncommon for the Company to have receivables in excess of 90 days and in such event the Company will take
all reasonable steps to collect such receivables. The Company does not have significant exposure to customers that
account for 10% or more of revenue from operations for the year-ended December 31, 2018.
Credit facility arrangements
The Company currently has a credit facility and the amount authorized thereunder is dependent on the borrowing
base determined by its lenders. The Company is required to comply with covenants under its credit facility, which
from time to time either affect the availability, or price, of additional funding and in the event that the Company does
not comply with these covenants, the Company's access to capital could be restricted or repayment could be required.
Events beyond the Company's control may contribute to the failure of the Company to comply with such covenants.
A failure to comply with covenants could result in default under the Company's credit facility, which could result in
the Company being required to repay amounts owing thereunder. If the Company's lenders require repayment of all
or a portion of the amounts outstanding under its credit facility for any reason, including for a default of a covenant
or the reduction of the borrowing base, there is no certainty that the Company would be in a position to make such
a repayment. If the Company is unable to repay amounts owing under its credit facility, the lenders could proceed to
realize upon the collateral granted to them to secure the indebtedness.
Environmental legislation
The oil and natural gas industry is subject to environmental regulations pursuant to a variety of provincial, state, and
federal legislation. Such legislation provides for restrictions and prohibitions on the release or emission of various
substances produced in association with certain oil and natural gas industry operations. In addition, such legislation
requires that well and facility sites be abandoned and reclaimed to the satisfaction of provincial and state authorities.
Compliance with such legislation can require significant expenditures by Strad’s customers and a breach of such
requirements may result in suspension or revocation of necessary licenses and authorizations, civil liability for pollution
damage, and the imposition of material fines and penalties.
The Company is committed to meeting its responsibilities to protect the environment wherever it operates and takes
the required steps to ensure compliance with environmental legislation in the jurisdictions in which it operates. Strad
believes that it is in material compliance with applicable environmental laws and regulations.
The Company believes that it is reasonably likely that the trend towards more stringent standards in environmental
legislation and regulation will continue. Given the evolving nature of the debate related to climate change and the
control of greenhouse gases and resulting requirements, it is not currently possible to predict either the nature of
those requirements or the impact on the Company and its operations and financial condition at this time.
Changing investor sentiment
A number of factors, including the concerns of the effects of the use of fossil fuels on climate change, and the impact
of oil and gas operations on the environment, have affected certain investors' sentiments towards investing in the oil
and natural gas industry. Any reduction in the investor base interested or willing to invest in the oil and natural gas
industry generally may result in a negative impact upon the Company's access to capital, an increase in the cost of
capital, and potentially impacting the price and liquidity of the Company's common shares even if the Company's
operating results, underlying asset values or prospects have not been negatively affected.
Information technology systems, cyber-security and social media
The Corporation is subject to a variety of information technology and system risks as part of its normal course
operations, including potential breakdown, invasion, virus, cyber-attack, cyber-fraud, security breach and destruction
or interruption of the Corporation's information technology systems by third parties or insiders. Any breaches of the
Corporation's cyber-security and loss of, or access to, sensitive electronic data may adversely impact the Corporation's
operations and financial position. Cyber-phishing, in which a malicious party attempts to obtain sensitive corporate
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information, in particular has become more widespread and sophisticated in recent years including increasingly
through social media as a vehicle to carry out such attacks. While the Corporation takes steps to alleviate such risks,
despite its efforts, social media continues to grow in influence and as access to social media platforms becomes
increasingly prevalent, the Corporation may not be able to completely alleviate such risks and, in certain circumstances,
such risks may be material and could negatively impact the Corporation's business, financial conditions and results
of operations.
Dilution
The Company may make future acquisitions or enter into financings or other transactions involving the issuance of
securities of the Company which may be dilutive to its shareholders.
Reliance of key personnel
The Company's success depends in large measure on certain key personnel. The loss of services of such key personnel
may have a material adverse effect on the Company's business, financial condition, results of operations, and prospects.
The Company does not have any key personnel insurance in effect for the Company. The contributions of the existing
management team to the immediate and near term operations of the Company are likely to be of central importance.
In addition, the competition for qualified personnel in the oil and natural gas services industry is intense and there
can be no assurance that the Company will be able to continue to attract and retain all personnel necessary for the
development and operations of its business. Investors must rely upon the ability, expertise, judgment, discretion,
integrity, and good faith of the management of the Company.
If the Company is unable to find enough labour, it could have a material adverse effect on the Company’s business,
financial condition, results of operations, and cash flows.
For additional information, including risks and uncertainties and other factors that could affect the Company’s business,
see “Risk Factors” in the Company’s most recent Annual Information Form which is available on SEDAR at
www.sedar.com.
RESPONSIBILITY OF MANAGEMENT AND THE BOARD OF DIRECTORS
The Company’s Management is responsible for the information disclosed in this MD&A and the accompanying audited
consolidated financial statements, and has in place appropriate information systems, procedures, and controls to
ensure that information used internally by management and disclosed externally is materially complete and reliable.
In addition, the Audit Committee, on behalf of the Board of Directors, provides an oversight role with respect to all
public financial disclosures made by the Company, and has reviewed and approved this MD&A and the related audited
annual consolidated financial statements.
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION AND STATEMENTS
Certain statements and information contained in this MD&A constitute forward-looking information and statements
within the meaning of applicable securities laws. The use of any of the words “expect”, “plan”, “continue”, “estimate”,
“anticipate”, “potential”, “targeting”, “intend”, “could”, “might”, “should”, “believe”, “may”, “predict”, or “will” and
similar expressions are intended to identify forward-looking information or statements. More particularly, this MD&A
contains forward-looking statements concerning future capital expenditures of the Company, including its 2019 capital
budget, planned allocations of capital expenditures, and funding thereof, by way of cash flow, anticipated cash flow,
debt, anticipated growing demand for the Company’s products and services in 2019 and beyond, and anticipated
revenue allocations amongst our service offerings, drilling activity in North America, pricing of the Company’s products
and services, and expectations for 2019 and potential for improved profitability, and the potential for growth and
expansion of certain components of the Company's business, including further capital being allocated to increase our
matting fleet, expanding our matting offerings in the U.S., anticipated benefits from cost reductions and timing thereof,
manufacturing capacity to meet anticipated demand for the Company’s products, and expected exploration and
production industry activity including the effects of industry trends, including the potential of LNG infrastructure in
Canada and large scale matting projects in the U.S., on demand for the Company's products. These statements relate
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to future events or to the Company’s future financial performance and involve known and unknown risks, uncertainties
and other factors that may cause the Company’s actual results, levels of activity, performance or achievements to be
materially different from future results, levels of activity, performance or achievements expressed or implied by such
forward-looking statements.
Various assumptions were used in drawing the conclusions or making the projections contained in the forward-looking
statements throughout this MD&A. The forward-looking information and statements included in this MD&A are not
guarantees of future performance and should not be unduly relied upon. Forward-looking statements are based on
current expectations, estimates, and projections that involve a number of risks and uncertainties, which could cause
actual results to differ materially from those anticipated and described in the forward-looking statements. Such
information and statements involve known and unknown risks, uncertainties, and other factors that may cause actual
results or events to differ materially from those anticipated in such forward-looking information or statements. In
addition to other material factors, expectations, and assumptions which may be identified in this MD&A and other
continuous disclosure documents of the Company referenced herein, assumptions have been made in respect of such
forward-looking statements and information regarding, among other things: the Company will continue to conduct
its operations in a manner consistent with past operations; the general continuance of current industry conditions;
anticipated financial performance, business prospects, impact of competition, strategies, the general stability of the
economic and political environment in which the Company operates; exchange and interest rates; tax laws; the
sufficiency of budgeted capital expenditures in carrying out planned activities; the availability and cost of labour and
services and the adequacy of cash flow; debt and ability to obtain financing on acceptable terms to fund its planned
expenditures, which are subject to change based on commodity prices; market conditions and future oil and natural
gas prices; and potential timing delays. Although Management considers these material factors, expectations, and
assumptions to be reasonable based on information currently available to it, no assurance can be given that they will
prove to be correct.
Readers are cautioned that the foregoing lists of factors are not exhaustive. Additional information on these and other
factors that could affect the Company's operations and financial results are included in reports on file with the Canadian
Securities Regulatory Authorities and may be accessed through the SEDAR website (www.sedar.com) or at the
Company's website. The forward-looking statements and information contained in this MD&A are expressly qualified
by this cautionary statement. The Company does not undertake any obligation to publicly update or revise any forward
looking statements or information, whether as a result of new information, future events, or otherwise, except as
may be required by applicable securities laws.
NON-IFRS AND ADDITIONAL IFRS MEASURES AND RECONCILIATIONS
Certain supplementary measures in this MD&A do not have any standardized meaning as prescribed under IFRS and,
therefore, are considered non-IFRS measures. These measures are described and presented in order to provide
shareholders and potential investors with additional information regarding the Company’s financial results, liquidity
and its ability to generate funds to finance its operations. These measures are identified and presented, where
appropriate, together with reconciliations to the equivalent IFRS measure. However, they should not be construed as
alternative measures to IFRS measures, and as they do not have standardized meanings or standardized methods of
calculation, they may not be consistent with or comparable to similar measures presented by other companies. These
measures are further explained below.
Earnings before interest, taxes, depreciation and amortization (“EBITDA”) is not a recognized measure under IFRS.
Management believes that in addition to net income (loss), 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 and taxed. As of June 30, 2018, the Company implemented changes to its method of
calculating EBITDA, which no longer includes adjustments for gains and losses due to foreign exchange or disposal of
property, plant and equipment that occur during the normal course of business. EBITDA is now calculated as net
income (loss) before interest, taxes, depreciation and amortization. Segmented EBITDA is based upon the same
calculation for defined business segments, which are comprised of Industrial Matting and Equipment Rentals. The
Company’s method of calculating EBITDA may differ from that of other organizations and, accordingly, its EBITDA may
not be comparable to that of other companies.
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Earnings before interest and taxes (“EBIT”) is an additional measure under IFRS. Management believes that in addition
to net income (loss), EBIT 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 and taxed.
Funds from operations are cash flow from operating activities excluding changes in non-cash working capital. Funds
from operations is a non-IFRS measure commonly used in the energy services industry to assist in measuring a
company's ability to finance its capital programs, debt repayments and other financial obligations. Funds from
operations is not intended to represent net cash generated from operating activities or other measures of financial
performance in accordance with IFRS. It is a supplemental measure to gauge performance of the Company before
non-cash items. The Company’s method of calculating funds from operations may differ from that of other
organizations and, accordingly, its funds from operations may not be comparable to that of other companies.
Working capital is calculated as current assets minus current liabilities, as derived from the Company's consolidated
statement of financial position. Working capital, cash forecasting, and banking facilities are used by Management to
ensure funds are available to finance growth opportunities.
Funded debt is a measure used in calculating our bank financial covenants. Funded debt is calculated as bank
indebtedness plus long-term debt plus current and long-term portion of finance lease obligations less cash from
syndicate institutions.
Reconciliation of Funds from Operations
(in thousands of Canadian dollars)
Three months ended December 31,
2018
2017
Net cash generated from operating activities
Less:
Changes in non-cash working capital
Funds from Operations

$

6,230 $
(5,197)
11,427
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Year-ended December 31,
2018
2017

19,082 $

29,801 $

29,877

12,434
6,648

(3,840)
33,641

229
29,648

Reconciliation of EBITDA and EBIT
(in thousands of Canadian dollars)
Three months ended December 31,
2018
2017
Net loss:
Add (deduct):
Depreciation and amortization
Income tax (recovery) expense

$

Interest expense
EBITDA(1)
(Deduct):
Depreciation and amortization
EBIT

(5,371) $

(3,364) $

Year-ended December 31,
2018
2017
(1,017) $

(7,276)

18,253
(2,518)

8,918
(653)

34,369
(6,970)

30,232
484

235
10,599

158
5,059

812
27,194

1,518
24,958

(18,253)
(7,654)

(8,918)
(3,859)

(34,369)
(7,175)

(30,232)
(5,274)

(1)

During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from foreign
exchange or the disposal of property, plant and equipment during the normal course of business. These changes have been updated for prior period balances.

Reconciliation of quarterly non-IFRS and additional IFRS measures
(in thousands of Canadian dollars)
Dec 31, 2018
Net income (loss):
Add (deduct):
Depreciation and amortization
Income tax (recovery) expense
Interest expense
EBITDA(1)
(Deduct):
Depreciation and amortization
EBIT

$

(5,371) $

Three months ended
Sep 30, 2018
Jun 30, 2018
890 $

Mar 31, 2018

3,861 $

(397)

18,253
(2,518)
235
10,599

5,444
(62)
230
6,502

5,240
(4,428)
157
4,830

5,432
38
190
5,263

(18,253)
(7,654)

(5,444)
1,058

(5,240)
(410)

(5,432)
(169)

(1)

During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from foreign
exchange or the disposal of property, plant and equipment during the normal course of business. These changes have been updated for prior period balances.

(in thousands of Canadian dollars)
Dec 31, 2017
Net (loss) income:
Add (deduct):
Depreciation and amortization
Income tax (recovery) expense
Interest expense
EBITDA(1)
(Deduct):
Depreciation and amortization
EBIT
(1)

$

(3,364) $

Three months ended
Sep 30, 2017
Jun 30, 2017
598 $

Mar 31, 2017

(2,163) $

(2,347)

8,918
(653)
158
5,059

7,359
1,123
359
9,439

7,572
(102)
492
5,799

6,383
116
509
4,661

(8,918)

(7,359)

(7,572)

(6,383)

(3,859)

2,080

(1,773)

(1,722)

During the second quarter of 2018, the Company changed the method of calculation for EBITDA by no longer adjusting for gains or losses resulting from foreign

exchange or the disposal of property, plant and equipment during the normal course of business. These changes have been updated for prior period balances.
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Reconciliation of funded debt
(in thousands of Canadian dollars)
Year-ended
December 31, 2018
Bank indebtedness (cash) at syndicate banks
Long term debt
Current and long term obligations under finance lease
Funded Debt

$
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762 $
12,934
313
14,009

Year-ended
December 31, 2017
(1,626)
10,776
618
9,768

