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(ii)	R econciliation of Equity as Previously Reported Under Canadian GAAP to IFRS (continued)

As at	 December 31, 2010	 March 31, 2010	 January 1, 2010

			   Effect of			   Effect of		  	 Effect of
	 		  Transition			   Transition		  	 Transition
	 Note	 Canadian	 to		  Canadian	 to		  Canadian	 to
	 3(v)	 GAAP	 IFRS	 IFRS	 GAAP	 IFRS	 IFRS	 GAAP	 GAAP	 IFRS

(C$000s) 		  ($)	 ($)	 ($)	 ($)	 ($)	 ($)	 ($)	 ($)	 ($) 
(unaudited)

LIABILITIES AND EQUITY				    	
Current liabilities				    	 		

  Accounts payable and
    accrued liabilities		  116,315	 –	 116,315	 111,510	 –	 111,510	 82,212	 –	 82,212
  Current portion of 
    long-term debt		  4,854	 –	 4,854	 4,727	 –	 4,727	 1,996	 –	 1,996
  Current portion of finance
    lease obligations		  1,294	 –	 1,294	 1,236	 –	 1,236	 1,217	 –	 1,217

 		     122,463	 –	 122,463	 117,473	 –	 117,473	 85,425	 –	 85,425
Non-current liabilities				    	 		

  Long-term debt		  443,346	 –	 443,346	 272,117	 –	 272,117	 267,351	 –	 267,351
  Finance lease obligations		  2,515	 –	 2,515	 3,493	 –	 3,493	 3,808	 –	 3,808
  Other long-term liabilities		  1,062	 –	 1,062	 1,168	 –	 1,168	 1,227	 –	 1,227
  Deferred income tax liabilities	 f	 28,506	 (4,323)	 24,183	 18,355	 (4,847)	 13,508	 20,474	 (5,021)	 15,453
  Deferred credit	 f	 –	 –	 –	 –	 –	 –	 2,505	 (2,505)	 –
  Non-controlling interest	 g	 101	 (101)	  –	 196	 (196)	 –	 168	 (168)	 –

Total liabilities		  597,993	 (4,424)	 593,569	 412,802	 (5,043)	 407,759	 380,958	 (7,694)	 373,264

Equity attributable to the shareholders of Calfrac				    	
  Share capital		  263,490	 –	 263,490	 253,527	 –	 253,527	 251,282	 –	 251,282
  Contributed surplus	 c, h	 15,225	 243	 15,468	 11,693	 113	 11,806	 10,808	 36	 10,844
  Loan receivable for purchase
    of common shares		  (2,500)	 –	 (2,500)	 –	 –	 –	 –	 –	 –
  Retained earnings	 i	 250,476	 (20,611)	 229,865	 215,719	 (18,419)	 197,300	 202,083	 (14,282)	 187,801
  Accumulated other 
    comprehensive 
    income (loss)	 a, d	 (9,148)	 4,896	 (4,252)	 (6,221)	 4,896	 (1,932)	 (4,241)	 4,241	 –

  		    517,543	 (15,472)	 502,071	 474,718	 (14,017)	 460,701	 459,932	 (10,005)	 449,927
Non-controlling interest	 g	 –	 (39)	 (39)	 –	 70	 70	 –	 68	 68

Total equity		  517,543	 (15,511)	 502,032	 474,718	 (13,947)	 460,771	 459,932	 (9,937)	 449,995

Total liabilities and equity		  1,115,536	 (19,935)	 1,095,601	 887,520	 (18,990)	 868,530	 840,890	 (17,631)	 823,259
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(iii)	R econciliation of Comprehensive Income as Previously Reported Under Canadian  
	 GAAP to IFRS

	 Year Ended	 Three Months Ended 
	 December 31, 2010	 March 31, 2010

			   Effect of			   Effect of
		  Canadian	 Transition to		  Canadian	 Transition to
	 Note 3(v)	 GAAP	 IFRS	 IFRS	 GAAP	 IFRS	 IFRS

(C$000s, except per share data)		  ($)	 ($)	 ($)	 ($)	 ($)	 ($)
(unaudited) 

Revenue		  935,927	 –	 935,927	 227,123	 –	 227,123
Cost of sales	 d	 770,676	 (2,366)	 768,310	 194,289	 (528)	 193,761

Gross profit		  165,251	 (2,366)	 167,617	 32,834	 (528)	 33,362

Expenses				  
  Selling, general 
    and administrative	 c, h	 59,603	 206	 59,809	 13,488	 77	 13,565
  Foreign exchange 
    losses (gains)	 d	 (3,794)	 4,133	 339	 (2,139)	 (184)	 (2,323)
  Loss (gain) on disposal 
    of property, plant 
    and equipment		  (930)	 (11)	 (941)	 180	 –	 180
  Interest 		  48,785	 –	 48,785	 6,153	 –	 6,153

  		    103,664	 4,328	 107,992	 17,682	 (107)	 17,575

Income before income taxes 		  61,587	 (1,962)	 59,625	 15,152	 635	 15,787

Income tax expense				  
  Current		  (1,901)	 –	 (1,901)	 411	 –	 411
  Deferred	 f	 9,748	 2,360	 12,108	 1,077	 2,582	 3,659

 		     7,847	 2,360	 10,207	 1,488	 2,582	 4,070

Net income for the period 		  53,740	 (4,322)	 49,418	 13,664	 (1,947)	 11,717

Net income attributable to:				  
  Shareholders of Calfrac		  53,807	 (4,305)	 49,502	 13,636	 (1,935)	 11,701
  Non-controlling interest	 g	 (67)	 (17)	 (84)	 28	 (12)	 16

 		     53,740	 (4,322)	 49,418	 13,664	 (1,947)	 11,717

Earnings per share				  
  Basic		  1.25	 (0.10)	 1.15	 0.32	 (0.05)	 0.27
  Diluted		  1.23	 (0.10)	 1.13	 0.31	 (0.04)	 0.27
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(iv)	A djustments to the Statement of Cash Flows

The transition from previous Canadian GAAP to IFRS did not have a significant impact on cash flows generated by 

the Company. 

	 		  Effect of
		  Canadian	 Transition
Three Months Ended March 31, 2010	 Note 3(v)	 GAAP	 to IFRS	 IFRS

(C$000s)		  ($)	 ($)	 ($) 

(unaudited)

CASH FLOWS PROVIDED BY (USED IN)	
OPERATING ACTIVITIES	
  Net income (loss) for the period		  13,636	 (1,919)	 11,717
  Adjusted for the following:	
    Depreciation	 d	 19,562	 (528)	 19,034
    Stock-based compensation	 c, h	 1,337	 77	 1,414
    Loss on disposal of property, plant and equipment		  180	 –	 180
    Interest 		  6,153	 –	 6,153
    Deferred income taxes	 f	 1,077	 2,582	 3,659
    Non-controlling interest	 g	 28	 (28)	 –
  Interest paid		  (10,234)	 –	 (10,234)
  Changes in items of working capital (note 13)		  (32,529)	 (640)	 (33,169)

Cash flows used in operating activities		  (790)	 (456)	 (1,246)

FINANCING ACTIVITIES	
  Issuance of long-term debt		  14,989	 –	 14,989
  Long-term debt repayments		  (188)	 –	 (188)
  Finance lease obligation repayments		  (297)	 –	 (297)
  Net proceeds on issuance of common shares		  1,793	 –	 1,793

Cash flows provided by financing activities		  16,297	 –	 16,297

INVESTING ACTIVITIES	
  Purchase of property, plant and equipment	 d	 (14,938)	 (36)	 (14,974)
  Proceeds on disposal of property, plant and equipment		  200	 –	 200
  Acquisitions (note 12)		  (2,202)	 –	 (2,202)

Cash flows used in investing activities	 d	 (16,940)	 (36)	 (16,976)

Effect of exchange rate changes on cash 
   and cash equivalents		  (3,961)	 492	 (3,469)

Decrease in cash and cash equivalents		  (5,394)	 –	 (5,394)
Cash and cash equivalents, beginning of period		  25,070	 –	 25,070

Cash and cash equivalents, end of period		  19,676	 –	 19,676
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	 		  Effect of
		  Canadian	 Transition
Three Months Ended March 31, 2010	 Note 3(v)	 GAAP	 to IFRS	 IFRS

(C$000s)		  ($)	 ($)	 ($) 

(unaudited)

CASH FLOWS PROVIDED BY (USED IN)	
OPERATING ACTIVITIES	
  Net income (loss) for the period		  53,807	 (4,389)	 49,418
  Adjusted for the following:	
    Depreciation	 d	 79,794	 (2,365)	 77,429
    Stock-based compensation	 c, h	 6,967	 207	 7,174
    Gain on disposal of property, plant and equipment		  (930)	 (11)	 (941)
    Interest 		  48,785	 –	 48,785
    Deferred income taxes	 f	 9,748	 2,360	 12,108
    Non-controlling interest	 g	 (67)	 67	 –
  Interest paid		  (39,933)	 –	 (39,933)
  Changes in items of working capital 		  (22,667)	 (1,128)	 (23,795)

Cash flows provided by (used in) operating activities		  135,504	 (5,259)	 130,245

FINANCING ACTIVITIES	
  Issuance of long-term debt		  473,671	 –	 473,671
  Long-term debt repayments		  (288,913)	 –	 (288,913)
  Finance lease obligation repayments		  (1,217)	 –	 (1,217)
  Loan receivable for purchase of common shares (note 15)		  (2,500)	 –	 (2,500)
  Net proceeds on issuance of common shares		  9,658	 –	 9,658
  Dividends		  (5,414)	 –	 (5,414)

Cash flows provided by financing activities		  185,285	 –	 185,285

INVESTING ACTIVITIES	
  Purchase of property, plant and equipment	 d	 (118,941)	 42	 (118,899)
  Proceeds on disposal of property, plant and equipment		  5,243	 –	 5,243
  Acquisitions (note 12)		  (2,024)	 –	 (2,024)

Cash flows used in investing activities	 d	 (115,722)	 42	 (115,680)

Effect of exchange rate changes on 
  cash and cash equivalents		  (13,533)	 5,217	 (8,316)

Increase in cash and cash equivalents		  191,534	 –	 191,534
Cash and cash equivalents, beginning of period		  25,070	 –	 25,070

Cash and cash equivalents, end of period		  216,604	 –	 216,604
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(v)	E xplanatory Notes on the Transition to IFRS

a)	 In accordance with IFRS transitional provisions, the Company elected to reset the cumulative translation 

adjustment, which includes gains and losses arising from the translation of foreign operations, to zero at the date 

of transition to IFRS. The cumulative translation adjustment reset was $18,886 with an offsetting decrease to 

opening retained earnings, as a result of the re-translation of the Company’s foreign subsidiaries’ non-monetary 

assets and liabilities using the rate of exchange at the balance sheet date versus the applicable historical rate. 

b)	 In accordance with IFRS transitional provisions, the Company has elected to apply IFRS relating to business 

combinations and goodwill relating to foreign subsidiaries prospectively from January 1, 2010. As such, previous 

Canadian GAAP balances relating to business combinations entered into before that date, including goodwill, 

have been carried forward without adjustment.

c)	 In accordance with IFRS transitional provisions, the Company has elected not to apply IFRS relating to fully 

vested stock options at January 1, 2010. As such, previous Canadian GAAP balances relating to fully vested stock 

options at January 1, 2010 have been carried forward without adjustment. Full retrospective application of IFRS 

has been applied to non-fully-vested stock options at January 1, 2010. 

d)	 Under IFRS, the subsidiaries, with the exception of Cyprus, have a functional currency that is different from  

that of the Company. Financial statements of the subsidiaries with a functional currency different from that  

of the Company are translated into Canadian dollars whereby assets and liabilities are translated at the rate of 

exchange at the balance sheet date, revenues and expenses are translated at average monthly exchange rates, 

and gains and losses in translation are recognized in the shareholders’ equity section as accumulated other 

comprehensive income.

	 This represents a change in the translation method compared to previous Canadian GAAP for some subsidiaries 

whereby monetary assets and liabilities were translated at the rate of exchange at the balance sheet date, and 

non-monetary items were translated at the historical rate applicable on the date of the transaction giving rise to 

the non-monetary balance. Revenues and expenses were translated at monthly average exchange rates and 

gains or losses in translation were recognized in income as they occurred.

	 The re-translation of the subsidiaries’ financial statements to comply with IFRS resulted in translation differences 

due to the change in translation method

e)	 The Company entered into a transaction to acquire the non-controlling interest in one of its subsidiaries. The 

transaction was accounted for as a step-acquisition under previous Canadian GAAP. As such, purchase accounting 

was used to ascribe fair values to the assets and liabilities acquired with the remaining amount recorded as 

goodwill. 
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	 Under IFRS, the transaction is accounted for as a capital transaction as the Company had a change in ownership 

while retaining control over the subsidiary. Because the Company already controlled the subsidiary, any 

subsequent change in the ownership interest (while maintaining control) is recorded as a capital transaction. As 

such, any amounts previously recorded as goodwill are charged to retained earnings.

f)	 Deferred income tax assets and liabilities have been adjusted to give effect to adjustments due to the tax impact 

of the intercompany sale of assets. 

	 Under IFRS, the tax benefit or cost of intercompany sales is recognized. The Company had transactions with one 

of its subsidiaries in 2007 whereby the tax impact of the transactions was eliminated under previous Canadian 

GAAP. The tax effect of these transactions has been adjusted in the financial statements, resulting in a change to 

deferred taxes and tax expense. 

	 Under IFRS, a deferred credit is not recorded for an acquisition when the tax attributes acquired are in excess of 

the proceeds paid. Under IFRS, the benefit related to these tax attributes is recorded through income at the time 

of the acquisition. Therefore, there was no deferred credit under IFRS. Under previous Canadian GAAP, the 

deferred credit was set up for the transaction and was drawn down during the first quarter of 2010 in the amount 

of $2,505. 

g)	 Under IFRS, the non-controlling interest’s share of the net assets of subsidiaries is included in equity and its share 

of the comprehensive income of subsidiaries is allocated directly to equity. Under previous Canadian GAAP,  

non-controlling interest was presented as a separate item between liabilities and equity in the balance sheet, 

and the non-controlling interest’s share of income and other comprehensive income was deducted in calculating 

net income and comprehensive income of the Company. 

h)	 Under IFRS, the application of an estimated forfeiture rate for stock option grants based on the number of 

options expected to vest over their vesting period is required. Under previous Canadian GAAP, an entity may 

elect either to estimate the expected forfeiture rate at the date of grant or to recognize compensation expense 

as though all options will vest and then recognize the impact of actual forfeitures as they occur. 

	 The Company previously recognized forfeitures as they occurred and the adjustment included in contributed 

surplus and stock-based compensation expense is the result of the application of an estimated forfeiture rate for 

stock option grants based on the number of options expected to vest over their vesting period.
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 i)	� The following is a summary of the transition adjustments to the Company’s retained earnings from previous Canadian 

GAAP to IFRS:

	 	 December 31,	 March 31,	 January 1,
As at	 Note	 2010	 2010	 2010

(C$000s)		  ($)	 ($)	 ($)

Retained earnings as reported under Canadian GAAP		  250,476	 215,719	 202,083
IFRS adjustments to the opening balance sheet	
  Deferred income taxes due to intercompany sale
    of assets	 f	 2,135	 2,135	 2,135
  Deferred credit 	 f	 2,505	 2,505	 2,505
  Estimated forfeitures for employee stock options 	 h	 (36)	 (36)	 (36)
  Cumulative translation adjustment 	 a	 (18,886)	 (18,886)	 (18,886)
IFRS adjustments for the three months ended March 31, 2010
  Change in foreign currency translation 	 d	 –	 709	 –
  Buy-out of non-controlling interest in subsidiary	 e	 –	 (2,202)	 –
  Deferred income taxes due to intercompany sale
    of assets 	 f	 –	 (74)	 –
  Deferred credit	 f	 –	 (2,505)	 –
  Change in non-controlling interest due to foreign
    currency translation	 g	 –	 12	 –
  Estimated forfeitures for employee stock options	 h	 –	 (77)	 –
IFRS adjustments for the year ended December 31, 2010
  Change in foreign currency translation 	 d	 (1,313)	 –	 –
  Buy-out of non-controlling interest in subsidiary	 e	 (2,024)	 –	 –
  Deferred income taxes due to intercompany sale
    of assets 	 f	 (2,803)	 –	 –
  Change in non-controlling interest due to foreign
    currency translation	 g	 17	 –	 –
  Estimated forfeitures for employee stock options	 h	 (206)	 –	 –

Retained earnings as reported under IFRS		  229,865	 197,300	 187,801

4.	 PROPERTY, PLANT AND EQUIPMENT
	 	 Accumulated	 Net Book	
As at January 1, 2010	 Cost	 Depreciation	 Value

(C$000s)	 ($)	 ($)	 ($)

  Assets under construction	 12,371	 –	 12,371
  Field equipment	 658,942	 (171,447)	 487,495
  Field equipment under capital lease	 5,127	 (104)	 5,023
  Buildings	 39,624	 (4,813)	 34,811
  Land	 21,221	 –	 21,221
  Shop, office and other equipment	 7,524	 (3,684)	 3,840
  Computers and computer software	 6,888	 (6,165)	 723
  Leasehold improvements	 2,411	 (1,214)	 1,197

 	  754,108	 (187,427)	 566,681
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	 Opening			   Depreciation		  Closing
	 Net Book			   for the	 Exchange	 Net Book
Year Ended December 31, 2010	 Value	 Additions	 Disposals	 Period	 Differences	 Value

(C$000s)	 ($)	 ($)	 ($)	 ($)	 ($)	 ($)

  Assets under construction	 12,371	 52,959	 –	 –	 352	 65,682
  Field equipment	 487,495	 55,279	 (1,291)	 (72,612)	 (12,311)	 456,560
  Field equipment under 
    capital lease	 5,023	 2	 –	 (733)	 –	 4,292
  Buildings	 34,811	 1,807	 (2,651)	 (2,025)	 (762)	 31,180
  Land	 21,221	 3,459	 (1,055)	 –	 (545)	 23,080
  Shop, office and 
    other equipment	 3,840	 2,814	 (15)	 (1,150)	 (1,084)	 4,405
  Computers and
    computer software	 723	 1,948	 –	 (450)	 41	 2,262
  Leasehold improvements	 1,197	 631	 –	 (459)	 (71)	 1,298

	 	 	   566,681	 118,899	 (5,012)	 (77,429)	 (14,380)	 588,759

	 	 Accumulated	 Net Book	
As at December 31, 2010	 Cost	 Depreciation	 Value

(C$000s)	 ($)	 ($)	 ($)

  Assets under construction	 65,682	 –	 65,682
  Field equipment	 712,930	 (256,370)	 456,560
  Field equipment under capital lease	 5,129	 (837)	 4,292
  Buildings	 38,780	 (7,600)	 31,180
  Land	 23,080	 –	 23,080
  Shop, office and other equipment	 10,323	 (5,918)	 4,405
  Computers and computer software	 8,836	 (6,574)	 2,262
  Leasehold improvements	 3,043	 (1,745)	 1,298

	 867,803	 (279,044)	 588,759

	 Opening			   Depreciation		  Closing
Three Months Ended	 Net Book			   for the	 Exchange	 Net Book
March 31, 2011	 Value	 Additions	 Disposals	 Period	 Differences	 Value

(C$000s)	 ($)	 ($)	 ($)	 ($)	 ($)	 ($)

  Assets under construction	 65,682	 18,180	 –	 –	 –	 83,862
  Field equipment	 456,560	 46,842	 (361)	 (20,125)	 (2,744)	 480,172
  Field equipment under 
    capital lease	 4,292	 –	 –	 (160)	 –	 4,132
  Buildings	 31,180	 –	 –	 (491)	 (156)	 30,533
  Land	 23,080	 20	 –	 –	 (248)	 22,852
  Shop, office and 
    other equipment	 4,405	 546	 –	 (334)	 (11)	 4,606
  Computers and 
    computer software	 2,262	 170	 –	 (318)	 49	 2,163
  Leasehold improvements	 1,298	 19	 –	 (96)	 (56)	 1,165

	 	 	 588,759	 65,777	 (361)	 (21,524)	 (3,166)	 629,485
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	 	 Accumulated	 Net Book	
As at March 31, 2011	 Cost	 Depreciation	 Value

(C$000s)	 ($)	 ($)	 ($)

  Assets under construction	 83,862	 –	 83,862
  Field equipment	 759,411	 (279,239)	 480,172
  Field equipment under capital lease	 5,129	 (997)	 4,132
  Buildings	 38,780	 (5,326)	 33,454
  Land	 19,931	 –	 19,931
  Shop, office and other equipment	 10,869	 (6,263)	 4,606
  Computers and computer software	 9,006	 (6,971)	 2,035
  Leasehold improvements	 3,061	 (1,768)	 1,293

	 930,049	 (300,564)	 629,485

5.	 LONG-TERM DEBT
	 March 31,	 December 31,
As at	 2011	 2010

(C$000s)	 ($)	 ($)

US$450,000 senior unsecured notes due December 1, 2020,
  bearing interest at 7.50% payable semi-annually	 436,320	 447,570
US$4,320 senior unsecured notes due February 15, 2015,
  bearing interest at 7.75% payable semi-annually	 –	 4,297
Less: unamortized debt issue costs and unamortized debt discount	 (8,215)	 (8,638)

 	  428,105	 443,229

$160,000 extendible revolving term loan facility, secured by the
  Canadian and U.S. assets of the Company	 –	 –
Less: unamortized debt issue costs	 (800)	 (887)

	   (800)	 (887)

Mortgage obligations maturing between December 2012 and March 
  2014 bearing interest at rates ranging from 5.15% to 6.69%,
  repayable at $35 per month principal and interest, secured by 
  certain real property 	 –	 3,176
US$2,613 mortgage maturing May 2018 bearing interest at U.S. 
  prime less 1%, repayable at US$33 per month principal and 
  interest, secured by certain real property	 2,533	 2,682
ARS 1,496 Argentina term loan maturing December 31, 2013
  bearing interest at 18.25%, repayable at ARS 61 per month
  principal and interest, secured by guarantees by the Company	 358	 –

 	  430,196	 448,200
Less: current portion of long-term debt	 (439)	 (4,854)

 	  429,757	 443,346
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The fair value of the senior unsecured notes, as measured based on the closing quoted market price at March 31, 2011, 

was $451,591 (December 31, 2010 – $457,682). The carrying values of the mortgage obligations approximate their fair 

values as the interest rates are not significantly different from current mortgage rates for similar loans. 

The interest rate on the term revolving facility is based upon the parameters of certain bank covenants. For prime-based 

loans the rate ranges from prime plus 0.75 percent to prime plus 2.25 percent. For LIBOR-based loans and Bankers’ 

Acceptance-based loans the margin thereon ranges from 2 percent to 3.5 percent above the respective base rates for 

such loans. The facility is repayable in equal quarterly principal instalments representing one-twentieth of the principal 

drawn on the facility, plus a final payment representing the remaining principal on September 27, 2013, assuming the 

facility is not extended. The term and commencement of principal repayments under the facility may be extended by one 

year on each anniversary at the request of the Company and acceptance by the lenders. The Company also has the ability 

to prepay principal without penalty. Debt issue costs related to this facility are amortized over its three-year term. 

Interest on long-term debt (including the amortization of debt issue costs and debt discount) for the three months ended 

March 31, 2011 was $9,256 (year ended December 31, 2010 – $48,758).

The US$4,320 senior unsecured notes were repaid in full on February 15, 2011 (plus accrued interest and call premium of 

US$335) and the $3,176 of mortgage obligations at December 31, 2010 were repaid in full on February 22, 2011. 

6.	FINAN CE LEASE OBLIGATIONS
	 March 31,	 December 31,
As at	 2011 	 2010

(C$000s)	 ($)	 ($)

Finance lease contracts bearing interest at rates ranging from
  5.68% to 6.58%, repayable at $124 per month, secured by
  certain equipment	 3,738	 4,110
Less: interest portion of contractual payments	 (245)	 (301)

 	  3,493	 3,809

Less: current portion of finance lease obligations	 (1,314)	 (1,294)

	   2,179	 2,515

The carrying values of the finance lease obligations approximate their fair values as the interest rates are not significantly 

different from current rates for similar leases. 
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7.	 CAPITAL STOCK

Authorized capital stock consists of an unlimited number of common shares.

	 Three Months Ended	 Year Ended

	 March 31, 2011	 December 31, 2010

Continuity of Common Shares	 Shares	 Amount	 Shares	 Amount

 	  	 (#)	 (C$000s)	 (#)	 (C$000s)

Balance, beginning of period	 43,488,099	 263,490	 42,898,880	 251,282
Issued upon exercise of stock options	 208,275	 4,311	 586,885	 12,130
Issued for compensation 	 –	 –	 2,334	 78
Shares cancelled (note 8)	 (16,476)	 (105)	 –	 –

Balance, end of period	 43,679,898	 267,696	 43,488,099	 263,490

The weighted average number of common shares outstanding for the three months ended March 31, 2011 was 43,529,097 

basic and 44,393,945 diluted (three months ended March 31, 2010 – 42,987,777 basic and 43,494,653 diluted). The 

difference between basic and diluted shares for the three months ended March 31, 2011 is attributable to the dilutive 

effect of stock options issued by the Company as disclosed in note 9. 

8.	 CONTRIBUTED SURPLUS
	 Three Months
	 Ended	 Year Ended 
	 March 31, 	 December 31,
Continuity of Contributed Surplus	 2011	 2010

(C$000s)	 ($)

Balance, beginning of period	 15,468	 10,844
  Stock options expensed	 2,409	 7,096
  Stock options exercised	 (942)	 (2,472)
  Shares cancelled	 105	 –
  Denison Plan of Arrangement	 2,206	 –

Balance, end of period	 19,246	 15,468

The Plan of Arrangement that governed the amalgamation with Denison in 2004 included a six-year “sunset clause” 

which provided that untendered share positions would be surrendered to the Company after six years. On  

January 19, 2011, 16,476 common shares of the Company previously being held in trust for untendered shareholders were 

cancelled. In addition, the Company became entitled to approximately 517,000 shares of Denison Mines Corporation. 

These shares were sold by the Company on the Toronto Stock Exchange for net proceeds of approximately $2,189.

For accounting purposes, the cancellation of the 16,476 common shares was recorded as a reduction of capital stock  

and an increase in contributed surplus in the amount of $105 which represents the book value of the cancelled  

shares as of the date of amalgamation with Denison on March 24, 2004. The receipt and sale of the shares of  

Denison Mines Corporation is considered an equity contribution by the owners of the Company. Consequently, the net 

proceeds from the sale of these shares along with approximately $17 of cash received in respect of fractional share 

entitlements, has been added to contributed surplus in an amount totalling $2,206. 
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9.	ST OCK OPTIONS

(a)	S tock Options

Continuity of Stock Options (year to date)	 2011	 2010

	 Average		  Average 
	 Exercise	 	 Exercise 
	 Options	 Price	 Options	 Price

 	  (#)	 (C$)	 (#)	 (C$)

Balance, January 1	 2,583,825	 17.50	 2,508,143	 16.70
  Granted during the period	 1,050,800	 34.35	 1,002,200	 20.78
  Exercised for common shares	 (208,275)	 16.18	 (138,760)	 12.92
  Forfeited	 (31,375)	 23.02	 (43,466)	 19.23
  Expired	 –	 –	 (54,768)	 28.20

Balance, March 31	 3,394,975	 22.75	 3,273,349	 17.88

Stock options vest equally over three or four years and expire three-and-one-half or five years from the date of 

grant. The exercise price of outstanding options ranges from $8.35 to $34.40 with a weighted average remaining life 

of 3.51 years. When stock options are exercised the proceeds, together with the amount of compensation expense 

previously recorded in contributed surplus, are added to capital stock. 

10.	FINAN CIAL INSTRUMENTS

The Company’s financial instruments that are included in the consolidated balance sheet are comprised of cash and cash 

equivalents, accounts receivable, accounts payable and accrued liabilities, long-term debt and finance lease 

obligations.

The fair values of financial instruments that are included in the consolidated balance sheet, except long-term debt and 

finance lease obligations, approximate their carrying amounts due to the short-term maturity of those instruments. The 

fair value of the senior unsecured notes based on the closing market price at March 31, 2011 was $451,591 before 

deduction of unamortized debt issue costs of $8,215 (December 31, 2010 – $457,682 before deduction of unamortized 

debt issue costs of $8,638). The fair values of the remaining long-term debt and finance lease obligations approximate 

their carrying values, as described in notes 5 and 6.

11.	 CAPITAL STRUCTURE

The Company’s capital structure is comprised of shareholders’ equity and long-term debt. The Company’s objectives in 

managing capital are (i) to maintain flexibility so as to preserve the Company’s access to capital markets and its ability to 

meet its financial obligations, and (ii) to finance growth, including potential acquisitions.

The Company manages its capital structure and makes adjustments in light of changing market conditions and new 

opportunities, while remaining cognizant of the cyclical nature of the oilfield services sector. To maintain or adjust its 

capital structure, the Company may revise its capital spending, adjust dividends paid to shareholders, issue new shares 

or new debt or repay existing debt.
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The Company monitors its capital structure and financing requirements using, amongst other parameters, the ratio of 

long-term debt to cash flow. Cash flow for this purpose is calculated on a 12-month trailing basis and is defined below.

	 March 31,	 December 31,
For the twelve months ended 	 2011	 2010

(C$000s)	 ($)	 ($)

Net income for the period	 86,764	 49,418
Adjusted for the following:
  Depreciation	 79,919	 77,429
  Amortization of deferred finance costs and debt discount	 11,552	 11,944
  Stock-based compensation	 8,169	 7,174
  Gain on disposal of property, plant and equipment	 (1,355)	 (941)
  Deferred income taxes	 24,651	 12,108

Cash flow	 209,700	 157,132

The ratio of long-term debt to cash flow does not have any standardized meaning prescribed under IFRS and may not be 

comparable to similar measures used by other companies.

At March 31, 2011, the long-term debt to cash flow ratio was 2.05:1 (December 31, 2010 – 2.85:1) calculated on a 12-month 

trailing basis as follows:

	 March 31,	 December 31,
As at	 2011	 2010

(C$000s)	 ($)	 ($)

Long-term debt (net of unamortized debt issue costs and debt discount) (note 5)	 430,196	 448,200
Cash flow	 209,700	 157,132

Long-term debt to cash flow ratio	 2.05:1	 2.85:1

The Company is subject to certain financial covenants relating to working capital, leverage and the generation of cash 

flow in respect of its operating and revolving credit facilities. These covenants are monitored on a monthly basis. The 

Company is in compliance with all such covenants.

The Company’s capital management objectives, evaluation measures and targets have remained unchanged over the 

periods presented.

12.	A CQUISITION

In March 2010, the Company acquired the non-controlling interest in one of its subsidiaries for approximately $2,200. The 

acquisition is considered a capital transaction and, accordingly, the amount was charged to retained earnings.

This transaction was an adjustment to the 2010 comparatives upon transition to IFRS and is discussed in note 3.
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13.	SU PPLEMENTAL INFORMATION

Changes in non-cash working capital for the three months ended March 31, 2011 and 2010 are as follows:

Three Months Ended March 31,	 2011	 2010

(C$000s)	 ($)	 ($)

Accounts receivable	 (70,944)	 (61,103)
Income taxes recoverable	 109	 155
Inventory	 (14,383)	 (5,768)
Prepaid expenses and deposits	 (1,119)	 (466)
Accounts payable and accrued liabilities	 19,214	 34,071
Other long-term liabilities	 (57)	 (58)

	   (67,180)	 (33,169)

The preceding amounts exclude any changes in working capital resulting from acquisitions.

14.	A DDITIONAL IFRS DISCLOSURE

The following IFRS disclosure relating to the three months ended March 31, 2011 and 2010 and the year ended  

December 31, 2010 is material to an understanding of these interim financial statements: 

(i)	 Goodwill

Goodwill is reviewed for impairment at least annually, regardless whether there is any indication of impairment, in 

accordance with the accounting policy stated in note 2. Goodwill acquired through a business combination is 

allocated to each operating segment, which represents the lowest level within the Company at which the goodwill 

is monitored for internal management purposes. The fair value of each operating segment is compared to the 

carrying value of its net assets. The fair value of each operating segment is derived using an accepted valuation 

method, which utilizes a multiple-of-earnings approach based on earnings before interest, taxes, depreciation and 

amortization (EBITDA). Such an approach is typically utilized in valuing oilfield service companies. The annual 

EBITDA multiples used in the goodwill impairment test were based on 2010 and 2011 EBITDA multiples for major 

pressure pumping companies as published by third-party industry analysts. The multiples ranged from 4.7x to 8.2x, 

depending on the operating segment. 

The Company completed its annual assessment for goodwill impairment and determined there was no goodwill 

impairment as at January 1, 2010 nor for the year ended December 31, 2010. There were no triggers nor indications 

of impairment that warranted an assessment of goodwill impairment for the three months ended March 31, 2011.

(ii) 	 Impairment of property, plant and equipment

Property, plant and equipment are tested for impairment in accordance with the accounting policy stated in  

note 2. The Company completed its assessment of property, plant and equipment impairment indicators at  

January 1, 2010 upon transition to IFRS and determined there were no impairment indicators that would require an 

estimate of the recoverable amount of property, plant and equipment to be made. There have been no events or 

changes in circumstances that indicate that an estimate of the recoverable amount of property, plant and equipment 

is required for the year ended December 31, 2010 or for the three months ended March 31, 2011.
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(iii) 	 Presentation of expenses

The Company presents its expenses on the Statement of Operations using the function of expense method whereby 

expenses are classified according to their function within the Company. This method was selected as it more closely 

aligns with the Company’s business structure. The Company’s functions under IFRS are as follows:

•	 operations; and

•	 selling, general and administrative.

Use of the function of expense method also requires that the following additional information on the nature of 

expenses be disclosed:

Three Months Ended March 31,	 2011	 2010

(C$000s)	 ($)	 ($)

Depreciation (included in cost of sales)	 21,524	 19,034
Amortization of debt issue costs and debt discount	 300	 692
Employee benefits expense (iv)	 81,868	 47,991

(iv) 	 Employee benefits expense

Employee benefits include all forms of consideration given by the Company in exchange for services rendered by 

employees. 

Three Months Ended March 31,	 2011	 2010

(C$000s)	 ($)	 ($)

Salaries and short-term employee benefits	 78,151	 45,505
Post-employment benefits (group retirement savings plan)	 593	 371
Share-based payments	 3,008	 1,888
Termination benefits	 116	 227
Other	 –	 –

 	  81,868	 47,991

15.	RE LATED-PARTY TRANSACTIONS

An entity controlled by a director of the Company provides ongoing real estate advisory services to the Company. The 

aggregate fees charged to date for such services during 2011 were $27, as measured at the exchange amount.

In November 2010, the Company lent a senior officer $2,500 for the purpose of facilitating the purchase of common 

shares of the Company on the Toronto Stock Exchange. The loan is on a non-recourse basis and is secured by the 

common shares acquired with the loan proceeds. It is for a term of five years and bears interest at the rate of 3.375 percent  

per annum, payable annually. The market value of the shares that secure the loan was approximately $2,644 as at  

March 31, 2011. In accordance with applicable accounting standards regarding share purchase loans receivable, this loan 

is classified as a reduction of shareholders’ equity due to its non-recourse nature. In addition, the shares purchased with 

the loan proceeds are considered to be, in substance, stock options. 
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16.	 CONTINGENCIES

Greek Operations 

As a result of the acquisition and amalgamation with Denison in 2004, the Company assumed certain legal obligations 

relating to Denison’s Greek operations. 

In 1998, North Aegean Petroleum Company E.P.E. (“NAPC”), a Greek subsidiary of a consortium in which Denison 

participated (and which is now a majority-owned subsidiary of the Company), terminated employees in Greece as a result 

of the cessation of its oil and natural gas operations in that country. Several groups of former employees have filed claims 

against NAPC and the consortium alleging that their termination was invalid and that their severance pay was improperly 

determined. 

In 1999, the largest group of plaintiffs received a ruling from the Athens Court of First Instance that their termination was 

invalid and that salaries in arrears amounting to approximately $9,408 (6,846 euros) plus interest were due to the former 

employees. This decision was appealed to the Athens Court of Appeal, which allowed the appeal in 2001 and annulled 

the above-mentioned decision of the Athens Court of First Instance. The said group of former employees filed an appeal 

with the Supreme Court of Greece, which was heard on May 29, 2007. The Supreme Court of Greece allowed the appeal 

and sent the matter back to the Athens Court of Appeal for the consideration of the quantum of awardable salaries in 

arrears. On June 3, 2008, the Athens Court of Appeal rejected NAPC’s appeal and reinstated the award of the Athens 

Court of First Instance, which decision was further appealed to the Supreme Court of Greece. The matter was heard on 

April 20, 2010 and a decision rejecting such appeal was rendered in June 2010. NAPC and the Company are assessing 

available rights of appeal to any other levels of court in any jurisdiction where such an appeal is warranted. Counsel to 

NAPC has obtained a judicial order entitling NAPC to obtain certain employment information in respect of the plaintiffs 

which is required in order to assess the extent to which the plaintiffs have mitigated any damages which may otherwise 

be payable. 

Several other smaller groups of former employees have filed similar cases in various courts in Greece. One of these cases 

was heard by the Athens Court of First Instance on January 18, 2007. By judgment rendered  November 23, 2007, the 

plaintiff’s allegations were partially accepted, and the plaintiff was awarded compensation for additional work of 

approximately $48 (35 euros), plus interest. The appeal of this decision was heard on June 2, 2009, at which time an 

additional claim by the plaintiff seeking damages of $306 (223 euros), plus interest, was also heard. A decision in respect 

of the hearing has been rendered which accepted NAPC’s appeal and rejected the additional claim of the plaintiff. 

Another one of the lawsuits seeking salaries in arrears of $176 (128 euros), plus interest, was heard by the Supreme Court 

of Greece on November 6, 2007, at which date the appeal of the plaintiffs was denied for technical reasons due to 

improper service. A rehearing of this appeal was heard on September 21, 2010 and the decision rendered declared once 

again the appeal inadmissible due to technical reasons. The remaining action, which is seeking salaries in arrears of 

approximately $603 (439 euros), plus interest, was scheduled to be heard before the Athens Court of First Instance on 

October 1, 2009, but was adjourned until November 18, 2011 as a result of the Greek elections. 

The Company has signed an agreement with a Greek exploration and production company pursuant to which it has 

agreed to assign approximately 90 percent of its entitlement under an offshore licence agreement for consideration 

including a full indemnity in respect of the Greek legal claims described above. The completion of the transactions 

contemplated by such agreement is subject to certain conditions precedent, the fulfillment of which is not in the  

Company’s control. 
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Management is of the view that the assignment and indemnity referred to in the preceding paragraph, together with the 

available defences to these proceedings, make it improbable that the Company will incur any financial liability in connection 

with these claims. It is managements’ view that an outflow of cash will not result from these judgments. Consequently, no 

provision has been recorded in these consolidated financial statements.

Potential Claim

The Company has a potential liability related to a contractual claim, the amount of which is estimated to be approximately 

$2,000 on an after-tax basis. Management considers it probable that the claim will be settled in favour of the Company. 

17.	SE GMENTED INFORMATION

The Company’s activities are conducted in four geographic segments: Canada, Russia, the United States and  

Latin America. All activities are related to hydraulic fracturing, coiled tubing, cementing and well completion services for 

the oil and natural gas industry.

The business segments presented reflect the management structure of the Company and the way in which the Company’s 

management reviews business performance. The Company evaluates the performance of its operating segments primarily 

based on operating income, as defined below.

	 Canada	 Russia	United States	Latin America	 Corporate	 Consolidated

(C$000s)	 ($)	 ($)	 ($)	 ($)	 ($)	 ($)

Three Months Ended March 31, 2011	

Revenue	 201,454	 26,329	 98,474	 11,151	 –	 337,408
Operating income (loss)(1)	 68,433	 1,932	 28,695	 (728)	 (10,332)	 88,000
Segmented assets 	 654,625	 117,207	 359,787	 32,522	 –	 1,164,141
Capital expenditures	 25,809	 2,330	 37,362	 276	 –	 65,777
Goodwill	 7,236	 979	 2,308	 –	 –	 10,523

Three Months Ended March 31, 2010		

Revenue	 133,631	 17,576	 56,033	 19,883	 –	 227,123
Operating income (loss)(1)	 39,425	 657	 4,086	 1,577	 (6,914)	 38,831
Segmented assets 	 492,357	 98,985	 229,596	 47,592	 –	 868,530
Capital expenditures	 6,991	 1,371	 6,183	 429	 –	 14,974
Goodwill	 7,236	 979	 2,308	 –	 –	 10,523

Year Ended December 31, 2010	 	

Revenue	 507,247	 76,595	 301,512	 50,573	 –	 935,927
Operating income (loss)(1)	 148,900	 8,944	 65,432	 (6,317)	 (31,723)	 185,236
Segmented assets 	 644,592	 105,946	 316,177	 28,886	 –	 1,095,601
Capital expenditures	 36,797	 14,062	 66,115	 1,925	 –	 118,899
Goodwill	 7,236	 979	 2,308	 –	 –	 10,523

(1)	 Operating income (loss) is defined as net income (loss) plus depreciation, interest, foreign exchange gains or losses, gains or losses on disposal of 

property, plant and equipment, and income taxes.
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	 	 Three Months	 Three Months	 Year
	 Ended	 Ended	 Ended 
	 March 31,	 March 31,	 December 31,
	 2011	 2010	 2010

(C$000s)	 ($)	 ($)	 ($)
Net income	 49,063	 11,717	 49,418
Add back (deduct):
  Depreciation	 21,524	 19,034	 77,428
  Interest, net	 9,085	 6,153	 48,785
  Foreign exchange losses (gains)	 (8,663)	 (2,323)	 339
  Loss (gain) on disposal of capital assets	 (234)	 180	 (941)
  Income taxes	 17,225	 4,070	 10,207

Operating income	 88,000	 38,831	 185,236

The following table sets forth consolidated revenue by service line:

Three Months Ended March 31,	 2011	 2010

(C$000s)	 ($)	 ($)
Fracturing	 303,627	 200,528
Coiled tubing	 26,559	 16,103
Cementing	 4,462	 5,169
Other	 2,760	 5,323

	   337,408	 227,123

18.	SEAS ONALITY OF OPERATIONS

The Company’s Canadian business is seasonal in nature. The lowest activity levels are typically experienced during the 

second quarter of the year when road weight restrictions are in place and access to wellsites in Canada is reduced.

19.	 DIVIDENDS

A dividend of $0.075 per common share was declared on December 9, 2010 and paid on January 15, 2011.
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