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ESSENTIAL ENERGY SERVICES LTD. 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

(unaudited) 
   As at As at  

   June 30 December 31  

(Thousands)   2013 2012  

Assets  

Current 

 Trade and other receivables (note 4)   $ 40,386 $ 71,835 

 Inventories (note 5)    24,917  20,699 

 Prepayments    2,760  3,306  

     68,063  95,840 

Non-current 

 Property and equipment (note 6)    219,107  211,304 

 Intangible assets    33,553  36,555 

 Goodwill    55,014  55,014 

     307,674  302,873 
 
Assets held for sale (note 3)    4,991  8,140 

Total assets   $ 380,728 $ 406,853 

 

Liabilities 

Current  

 Bank indebtedness   $ 1,338 $ 1,835 

 Trade and other payables (note 7)    25,652  32,354 

 Dividends payable (note 8)    3,126  3,100 

 Income taxes payable    -  305 

     30,116  37,594 

Non-current  

 Long-term debt (note 9)    14,592  35,563 

 Deferred tax liabilities (note 10)     29,618  29,560 

     44,210  65,123 
 
Liabilities held for sale (note 3)    1,071  1,731 

Total liabilities    75,397  104,448 

Commitments and contingencies  (note 16) 

Equity 

 Share capital (note 11)    261,180  258,772 

 Retained earnings     39,175  38,276 

 Other reserves     5,154  5,363 

 Equity attributable to shareholders of Essential    305,509  302,411 

 Non-controlling interest (note 12)    (178)  (6) 

Total equity    305,331  302,405 

Total liabilities and equity   $ 380,728 $ 406,853  

See accompanying notes to the unaudited condensed interim consolidated financial statements. 
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ESSENTIAL ENERGY SERVICES LTD.  

CONSOLIDATED STATEMENT OF NET INCOME AND COMPREHENSIVE INCOME 

(unaudited) 
  For the three months ended For the six months ended  

  June 30 June 30  

(Thousands, except per share amounts)  2013  2012  2013 2012 

Revenue $ 38,417 $ 50,870 $ 158,936 $ 169,052 

Operating expenses   39,727  46,966  122,415  128,409 

Gross margin  (1,310)  3,904  36,521  40,643  

General and administrative expenses   3,861  3,946  8,267  7,930 

    (5,171)  (42)  28,254  32,713 

Depreciation and amortization (note 6)  6,006  6,120  13,050  13,199 

Share-based compensation (note 14)  269  444  612  935 

Other (income) expense  187  23  53  (1,219)  

Operating profit (loss) from continuing operations  (11,633)  6,629  14,539  19,798 

Finance costs (note 13)  402  558  778  1,191  

Earnings (loss) before income taxes from continuing operations (12,035)  (7,187)  13,761  18,607 
 
Income taxes  

 Current expense (recovery)  (969)  (1,248)  3,456  2,468 

 Deferred expense (recovery)  (2,108)  (486)  58  1,770 

Total income tax expense (recovery) (note 10)  (3,077)  (1,734)  3,514  4,238 

Net income (loss) from continuing operations $ (8,958) $ (5,453) $ 10,247 $ 14,369 

Net loss from discontinued operations, net of tax (note 3)  (2,678)  (554)  (3,285)  (1,645)  

Net Income (loss) $ (11,636) $ (6,007) $ 6,962 $ 12,724  
 
Unrealized foreign exchange gain (loss)  

 on discontinued operations  (156)  (2)  (187)  1,007  

Other comprehensive income (loss)  

  from discontinued operations (note 3)  (156)  (2)  (187)  1,007  

Comprehensive income (loss) $ (11,792) $ (6,009) $ 6,775 $ 13,731  
 
Net income (loss) attributable to: 

 Shareholders of Essential $ (11,501) $ (5,923) $ 7,126 $ 12,971 

 Non-controlling interest (note 12)  (135)  (84)  (164)  (247) 

   $ (11,636) $ (6,007) $ 6,962 $ 12,724  
 
Comprehensive income (loss) attributable to: 

 Shareholders of Essential $ (11,650) $ (5,913) $ 6,947 $ 13,846 

 Non-controlling interest (note 12)  (142)  (96)  (172)  (115) 

   $ (11,792) $ (6,009) $ 6,775 $ 13,731 
 
Net income (loss) per share from continuing operations (note 15)  

 Basic and diluted, attributable to shareholders of Essential $ (0.07) $ (0.04) $ 0.08 $ 0.11 
 
Net income (loss) per share (note 15)  

 Basic and diluted, attributable to shareholders of Essential $ (0.09) $ (0.05) $ 0.06 $ 0.10 
 
Comprehensive income (loss) per share (note 15)  

 Basic and diluted, attributable to shareholders of Essential $ (0.09) $ (0.05) $ 0.06 $ 0.11 

See accompanying notes to the unaudited condensed interim consolidated financial statements.
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ESSENTIAL ENERGY SERVICES LTD. 

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY  

(unaudited) 
   For the six months ended  

   June 30  

(Thousands)      2013  2012 

Equity attributable to shareholders of Essential: 

Share capital 

 Balance, January 1     $ 258,772 $ 257,775 

 Exercise of options (note 11)      2,827  739  

 Shares repurchased in normal course issuer bid (note 11)      (419)  -  

Balance, June 30     $ 261,180 $ 258,514 

 

Retained earnings  

 Balance, January 1     $ 38,276 $ 28,651 

 Net income      7,126  12,971 

 Dividends (note 8)      (6,227)  (6,190) 

 Equity transferred      -  (5) 

Balance, June 30     $ 39,175 $ 35,427 

 

Other Reserves 

 Balance, January 1     $ 5,363 $ 2,402 

 Other comprehensive income (loss)      (178)  877 

 Share based compensation      612  935 

 Exercise of options      (643)  (218)  

Balance, June 30     $ 5,154 $ 3,996  

 

Total equity attributable to shareholders of Essential     $ 305,509 $ 297,937 

 

 

Equity attributable to non-controlling interest:  

Balance, January 1     $ (6) $ 75 

Net loss      (164)  (246) 

Other comprehensive income (loss)       (8)  131 

Equity transferred      -  5 

Balance, June 30     $ (178) $ (35) 

 

 

Total equity     $ 305,331 $ 297,902 

See accompanying notes to the unaudited condensed interim consolidated financial statements. 
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ESSENTIAL ENERGY SERVICES LTD. 

CONSOLIDATED STATEMENT OF CASH FLOWS  

(unaudited)  
 
   For the six months ended 

   June 30 

(Thousands)   2013 2012 

Operating activities:  

Net income from continuing operations     $ 10,247 $ 14,369 

Non-cash adjustments to reconcile 

 net income to net cash flow: 

 Depreciation and amortization (note 6)      13,050  13,199 

 Deferred income tax expense (note 10)      58  1,770 

 Share-based compensation (note 14)      612  935 

 Provision (recovery) for impairment of trade receivables (note 4)     280  (312) 

 Finance costs (note 13)      778  1,191 

 (Gain) loss on disposal of assets (note 6)      64  (490) 

Operating cash flow before changes in working capital      25,089  30,662 

Changes in working capital: 

 Decrease in trade and other receivables before provision      31,326  35,924 

 Increase in inventories      (4,218)  (3,494) 

 (Increase) decrease in prepayments      547  (1,038) 

 Decrease in income taxes payable      (1,374)  (5,927) 

 Decrease in trade and other accounts payables      (9,476)  (18,227) 

Net cash flows from operating activities      41,894  37,900 

Investing activities: 

 Purchase of property and equipment & intangibles (note 6)     (18,704)  (22,566) 

 Non-cash investing working capital in trade and other accounts payable    2,774  186 

 Proceeds on disposal of equipment (note 6)                   726  8,115 

Net cash flows used in investing activities      (15,204)  (14,265) 

Financing activities:       

 Repayment of long-term debt      (20,971)  (21,615) 

 Dividends paid      (6,227)  (3,094) 

 Issuance of share capital, net of costs      2,187  520 

 Repurchase of shares      (421)  - 

 Finance costs (note 13)      (778)  (1,191) 

Net cash flows used in financing activities      (26,210)  (25,380) 

Foreign exchange gain (loss)  on cash held in a foreign currency     17  (20) 

Net increase (decrease) in cash       497  (1,765) 

Net decrease in cash, discontinued operations (note 3)      -  (1,114) 

Cash, beginning balance, discontinued operations (note3)      -  1,269 

Bank indebtedness, beginning of period      (1,835)  (1,105) 

Bank indebtedness, end of period     $ (1,338) $ (2,715)  

 

Supplemental cash flow information 

 Cash taxes paid     $ 4,830 $ 8,516 

 Cash  interest and standby fees paid      645  1,020 

See accompanying notes to the unaudited condensed interim consolidated financial statements.
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ESSENTIAL ENERGY SERVICES LTD. 

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

As at and for the periods ended June 30, 2013 and 2012 

(All tabular amounts in thousands unless otherwise stated, except for per share amounts)  
 

1. AUTHORIZATION OF FINANCIAL STATEMENTS & STATEMENT OF COMPLIANCE WITH IFRS 

The unaudited condensed interim consolidated financial statements (“Interim Financial Statements”) of Essential 

Energy Services Ltd. and its subsidiaries (“Essential” or the “Company”) for the three and six month periods ended 

June 30, 2013 and 2012 were authorized by the Board of Directors on August 7, 2013. Essential is a publicly traded 

oilfield services company governed by the laws of the province of Alberta.  Essential is listed on the Toronto Stock 

Exchange and trades under the symbol “ESN”.  

 

Based in Calgary, Essential provides oilfield services to oil and gas producers in western Canada for servicing 

producing wells and new drilling activity.   

 

The Interim Financial Statements do not include all the information and disclosures required in the annual financial 

statements, and should be read in conjunction with the Company’s Annual Consolidated Financial Statements as at 

December 31, 2012. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

The Interim Financial Statements for the three and six month periods ended June 30, 2013 and 2012 were 

prepared in accordance with IAS 34, Interim Financial Reporting. The same accounting policies and methods of 

computation were followed in the preparation of these Interim Financial Statements as were followed in the 

presentation of the Annual Financial Statements for the year ended December 31, 2012. Accordingly, these Interim 

Financial Statements for the three and six month periods ended June 30, 2013 and 2012 should be read in 

conjunction with the Annual Consolidated Financial Statements for the year ended December 31, 2012. Essential 

adopted IFRS 10, 11, 12, 13 and IAS 19 on January 1, 2013. There was no material impact to the Company’s interim 

consolidated financial statements as a result of the adoption of these standards. 

 

3. ASSETS AND LIABILITIES HELD FOR SALE AND DISCONTINUED OPERATIONS  

 
Essential has committed to a plan to divest of its Colombian operations. The sale of the Colombian assets is 

expected to be completed within this fiscal year. At December 31, 2012, the Colombian assets and liabilities were 

classified as held for sale and treated as a discontinued operation.   

The following table represents the balances that have been reclassified on the consolidated balance sheet as 

assets and liabilities held for sale: 
 As at As at 

  June 30 December 31 

  2013  2012 
 
Assets held for sale: 

 Cash $ 31 $ 261 

 Trade and other receivables  718  868 

 Inventories  149  153 

 Prepayments  358  273  

 Property and equipment  3,735  6,585 

  $ 4,991 $ 8,140 
 
Liabilities held for sale: 

 Trade and other payables $ 1,071 $ 1,731 

  $ 1,071 $ 1,731 
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Losses from discontinued operations related to Colombia are as follows: 

 
 
  For the three months ended For the six months ended  

  June 30 June 30  

(Thousands, except per share amounts)  2013  2012  2013 2012 
 
Revenue $ 863 $ 1,463 $ 1,863 $ 2,862 

Expenses  1,008  2,073  2,390 3,987  

Disposal costs  160  -  385 - 

Loss on revaluation of discontinued operations  2,373  -  2,373 -  

Loss before income taxes  (2,678)  (610)  (3,285)  (1,125) 

Deferred income tax expense (recovery)  -  (56)  -  520 
 
Net Loss from discontinued operations, net of tax   (2,678)  (554)  (3,285) (1,645) 
 
Unrealized foreign exchange gain (loss)  

 on discontinued operations  (156)  (2)  (187)  1,007 
 
 
Comprehensive loss from discontinued operations, net of tax  (2,834) $ (556) $ (3,472) $ (638) 
   
Comprehensive loss from discontinued operations attributable to: 

 Shareholders of Essential  (2,692)  (460) $ (3,300) $ (523) 

 Non-controlling interest  (142)  (96)  (172)  (115) 

    (2,834)  (556) $ (3,472) $ (638) 
 
Net loss from discontinued operations  (2,678)  (554) $ (3,285) $ (1,645) 

Net loss per share from discontinued operations  

 Basic and dilutive $ (0.02) $ (0.00) $ (0.03) $ (0.01) 
 
 
Net cash flows incurred by discontinued operations: 

 Operating $ (29) $ (28) $ (195) $ 108 

 Investing  84  (87)  (35)   (445) 

 Financing  -  (11)  -  (777) 

   $ 55  (126) $ (230) $ (1,114) 

4. TRADE AND OTHER RECEIVABLES 

  As at As at 

  June 30 December 31 

   2013 2012 

Trade receivables, net of provision   $ 38,877 $ 69,271 

Other receivables    1,509  2,564 

   $ 40,386 $ 71,835 

 

The carrying amounts of Essential’s trade receivables are denominated in the following currencies: 
 

Canadian Dollar   $ 38,159 $ 68,118 

United States Dollar    718  1,153 

   $ 38,877 $ 69,271 
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The aging analysis of trade receivables is as follows: 
  As at As at 

  June 30 December 31 

   2013 2012 

< 31 days   $ 17,989 $ 30,955 

31-60 days    7,899  26,187 

61-90 days    3,165  7,585 

>90 days    9,824  4,544 

   $ 38,877 $ 69,271 

 

Trade receivables are non-interest bearing, generally due on 30-90 day terms and are shown net of a provision for 

impairment. Other accounts receivables are non-interest bearing.  The allowance of doubtful accounts receivable 

is $0.4 million (December 31, 2012 – $0.3 million) which is included in the amount over 90 days balance. The 

movements in the provision during the period were as follows: 

 For the three months ended For the six months ended 

  June 30  June 30 

 2013 2012  2013 2012 

Balance, beginning of the period $ 522 $ 958 $ 314 $ 1,642 

Provision for receivables impairment  30  30  280  30 

Receivables written off during the period as uncollectible  (110)  (75)  (152)  (417) 

Unused amount reversed  -  -  -  (342) 

Balance, end of the period $ 442 $ 913 $ 442 $ 913 

 

The creation and release of the provision for impairment of receivables has been included in operating expenses in 

the consolidated statement of net income and comprehensive income.  Amounts included in the provision are 

generally written off when there is no expectation of recovering additional cash. 

 

The Company’s trade accounts receivable balance are with customers in the oil and gas industry and are subject to 

normal industry credit risks. These balances represented the Company’s total credit exposure. During the six 

month period ended June 30, 2013, the Company earned revenues from more then 420 customers (2012 – 400 

customers) with five of these customers representing approximately 27% of revenue (2012 – 25%). As at June 30, 

2013, approximately 25% of the total accounts receivable balance was due from five companies (2012 – 29%). 

5. INVENTORIES 
  As at As at 

  June 30 December 31 

   2013 2012 

Downhole tools     $ 17,957 $ 13,632 

Coil tubing products      6,960  7,067 

     $ 24,917 $ 20,699 

 

Inventory charged through operating expenses in the consolidated statement of net income and comprehensive 

income for the three and six month periods ended June 30, 2013 was $6.1 million and $23.9 million, respectively 

(2012 - $5.7 million and $20.0 million, respectively). 
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6. PROPERTY AND EQUIPMENT  

  Accumulated Net 

As at June 30, 2013 Cost Depreciation Book Value 

Service rigs and equipment $ 126,282 $ 29,589 $ 96,693 

Coil tubing rigs and equipment  92,083  15,361  76,722 

Oilfield equipment   37,981  14,253  23,728  

Vehicles  24,711  7,059  17,652 

Office and computer equipment  3,622  1,845  1,777 

Land  482  -  482 

Other  4,261  2,206  2,053 

 $ 289,422 $ 70,315 $ 219,107 

  Accumulated Net 

As at December 31, 2012  Cost Depreciation Book Value 

Service rigs and equipment  $ 116,719 $ 25,646 $ 91,073 

Coil tubing rigs and equipment  92,540  13,601  78,939 

Oilfield equipment   32,606  12,799  19,807 

Vehicles  23,010  5,986  17,024 

Office and computer equipment  3,364  1,555  1,809 

Land  482  -  482 

Other  4,100  1,930  2,170 

 $ 272,821 $ 61,517 $ 211,304 

 

Included in service rigs and equipment, coil tubing rigs and equipment and oilfield equipment is $22.2 million 

(December 31, 2012 - $25.9 million) of assets under construction which will not be depreciated until they are ready 

for their intended use.   

 

Included in coil tubing rigs and equipment are deposits of approximately $3.6 million with a fabrication company 

for two deep Generation III coil tubing rigs. The fabrication company has been having significant issues meeting 

delivery deadlines and is unable to provide firm delivery timing. The Company continues to work with the 

fabricator to determine the outcome of these two rigs. 

 

 For the three months ended For the six months ended 

  June 30  June 30 

 2013 2012  2013 2012 

Net book value, beginning of the period $ 212,215 $ 211,413 $ 211,304 $ 211,764 

Additions  11,775  12,255  18,538  22,761 

Disposals  (293)  (1,431)  (790)  (7,625) 

Depreciation  (4,590)  (4,781)  (9,945)  (10,489) 

Currency translation adjustment  -  57  -  1,102 

Net book value, end of the period $ 219,107 $ 217,513 $ 219,107 $ 217,513 

7. TRADE AND OTHER PAYABLES 

  As at As at  

  June 30 December 31  

   2013 2012  
 
Trade accounts payable   $ 16,001 $ 17,409 

Accrued payables    3,296  4,920 

Payroll    5,771  9,879 

Other    584  146  

   $ 25,652 $ 32,354 
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The carrying amounts of Essential’s trade accounts payable are denominated in the following currencies: 

 

  As at As at  

  June 30 December 31  

   2013 2012  
 
Canadian dollar   $ 15,571 $ 17,084 

United States dollar    430  325 

   $ 16,001 $ 17,409 

8. DIVIDENDS PAYABLE 

During the period, Essential declared dividends to the shareholders in accordance with the following schedule: 

   Amount 

2013 Dividends Record date  Dividend date per share 

First quarter March 28, 2013 April 15, 2013 $ 0.025 

Second quarter June 28, 2013 July 15, 2013 $ 0.025 

9. LONG-TERM DEBT 

  As at As at 

  June 30 December 31 

   2013 2012 

Term loan   $ 14,752 $ 35,811 

Deferred financing costs    (160)  (248) 

   $ 14,592 $ 35,563 

 

Essential’s Credit Facility (the “Credit Facility”) with its banking syndicate is comprised of a $100 million revolving 

term loan facility with a $35 million accordion feature available on lender’s consent.  The $100 million revolving 

term loan facility matures on May 30, 2014, is renewable at the lender’s consent and is secured by a general 

security agreement over the Company’s assets.  To the extent the revolving term loan facility is not renewed, debt 

payments would be required over a two year period based on a three year amortization schedule. 

 

As at June 30, 2013, all financial debt covenants were satisfied and all banking requirements were up to date.   

 

The fair value of the term loan approximates the carrying amount.  The following table outlines the term loan 

repayments, excluding interest, in the event that the Credit Facility is not renewed. 

  As at As at 

  June 30 December 31 

   2013 2012 

Repayments are required as follows: 

Within one year   $ - $ - 

Between one and two years    5,168  7,210 

Between two and three years    9,424  11,917 

Between three and four years    -  16,436 

   $ 14,592 $ 35,563 
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10. INCOME TAXES  

Income tax expense differs from the amount computed by applying the Canadian statutory rates on income before 

income taxes as follows: 
 For the three months ended For the six months ended 

  June 30  June 30 

 2013 2012  2013 2012 

Operating profits (loss) from continuing operations $ (12,035) $ (7,187) $ 13,761 $ 18,607 

Statutory tax rate  25%  25%  25%  25% 

Expected income tax expense (recovery) $ (3,009) $ (1,797) $ 3,440 $ 4,652 

Increase (decrease) resulting from:         

 Share-based compensation  67   111  153  234 

 Items not deductible for tax  28  70  87  127 

 Adjustment in respect to prior years  (166)  -  (166)  -  

 Other  3  (118)  -   (775) 

Income tax expense (recovery) $ (3,077) $ (1,734) $ 3,514 $ 4,238 

The deferred income tax assets and liabilities consist of temporary differences between the carrying values for 

accounting versus tax as follows: 
  As at As at 

  June 30 December 31 

   2013 2012 

Deferred tax liabilities 

Property and equipment   $ (21,396) $ (20,648) 

Intangible assets    (5,432)  (6,069) 

Losses carry forwards    520  929 

Deferred partnership income    (2,547)  (3,293) 

Share issue costs    286  354 

Other    (1,049)  (833) 

    $ (29,618) $ (29,560) 
 

11. SHARE CAPITAL 

Authorized 

Authorized share capital consists of an unlimited number of common and preferred shares.  Common shares are 

without par value and are entitled to any dividend declared on this class of share.  Preferred shares may be issued 

in one or more series, and the rights, privileges, restrictions and conditions of each series will be determined prior 

to issuance. 

 

Issued  Number of 

   Common Shares Amount 

As at January 1, 2012   123,439 $ 257,775 

 Shares issued on exercise of options   552  997 

As at December 31, 2012   123,991 $ 258,772 

 Shares issued on exercise of options   1,268  2,827 

 Shares repurchased in normal course issuer bid   (201)  (419) 

As at June 30, 2013   125,058 $ 261,180 

 
On March 20, 2013 the Company received approval from the Toronto Stock Exchange (“TSX”) to implement a 

Normal Course Issuer Bid (“NCIB”) for Essential common shares (“Shares”). Any Share purchases by Essential 

pursuant to the NCIB are for cancellation. The NCIB commenced on March 25, 2013 and will terminate on March 
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24, 2014 or at such earlier date as the NCIB is completed or terminated at the option of Essential. Under the NCIB, 

Essential may purchase up to 12,182,508 of its issued and outstanding shares on the open market. Purchases are 

made at the discretion of management at prevailing market prices, through the facilities of the TSX. For the period 

ended June 30, 2013 a total of 200,900 Shares were acquired and cancelled under the NCIB at an average cost of 

$2.09 per share. Any excess amount paid for these shares, relative to their carrying amount was transferred to 

contributed surplus.  

12. NON-CONTROLLING INTEREST 

  As at As at 

  June 30 December 31 

   2013 2012 

Balance, January 1   $ (6) $ 75 

 Contribution    -  294 

 Loss attributed to non-controlling interest    (164)  (445) 

 Other comprehensive income (loss)    (8)  70 

Balance, June 30  and December 31, respectively   $ (178) $ (6) 

 

Essential established a subsidiary pursuant to the terms of an agreement with a private Colombian group (the 

“Partner”) under the name of Essential Energy Services S.A. (“Essential Colombia”).  Under the terms of the 

agreement, Essential owns 95% and the Partner owns 5% of Essential Colombia and earnings are allocated 

accordingly. 

13. FINANCE COSTS 

  For the three months ended For the six months ended 

  June 30  June 30 

 2013 2012  2013 2012 

Interest on bank borrowings $ 402 $ 558 $ 778 $ 1,191 

14. SHARE-BASED COMPENSATION 

Under the Company’s Share Option Plan certain key personnel of the Company are eligible to receive options to 

acquire Essential shares, with terms not to exceed five years from the date of the grant.  The exercise price is the 

weighted-average price of the shares for the five trading days immediately prior to the grant date. Under the Share 

Option Plan, vesting periods are determined by the Board of Directors of the Company at the time of the grant.  

The options currently granted vest over three years with one-third of the options exercisable on each anniversary 

date from the date of the original grant. 

 

The maximum number of share options issuable under the Share Option Plan may not exceed 9% of the sum of the 

Company’s outstanding shares, which at June 30, 2013 totaled 11,255,265 (2012 – 12,383,890) share options. 
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 For the six months ended For the six months ended  

  June 30 June 30 

  2013 2012 

   Weighted  Weighted 

  Number of Average Number of Average 

  Options Exercise Price Options Exercise Price 

Outstanding, beginning of period  7,374 $ 1.91  6,271 $ 2.04 

 Issued  698  2.21  2,310  2.08 

 Exercised  (1,268)  1.78  (400)  1.32  

 Expired  -     -  (199)  8.91 

 Forfeited  (155)  2.12  (394)  2.02 

Outstanding, end of period  6,649 $ 1.97  7,588 $ 1.91 

Exercisable, end of period  3,619 $ 1.85  3,558 $ 1.95 

 

The fair value of share options issued during the period were between $0.53 – $0.76 per option (2012 - $0.58 -  

$1.10) estimated using the Black-Scholes option pricing model using the following underlying assumptions: 

 
  2013 2012 

Risk-free interest rate 1.1 – 1.4% 0.9 – 1.2%  

Expected volatility 45.9 – 58.5% 50.9 – 72.2% 

Expected term 2.7 – 4.1 years 2.8 – 4.4 years 

Expected forfeiture rate 7.9 – 18.1% 8.0 – 19.2% 

Dividend yield 4.29 – 4.35% nil – 4.7% 

 

The expected term of the grant is determined based on the historical average life of grants issued.  The risk-free 

interest rate is determined using the Canadian bond yield based on the expected term of the grant.  The expected 

volatility is determined based on the change in the share price over the expected term of the grant.  The expected 

forfeiture rate is calculated based on historical forfeitures of grants issued.   

15. EARNINGS PER SHARE  

Basic earnings per share is calculated by dividing the net income attributable to shareholders by the weighted 

average number of shares issued. 

 

In calculating diluted earnings per share, share options outstanding and other potential common shares have been 

taken into account where the impact of these is dilutive. 
 

 For the three months ended For the six months ended 

  June 30  June 30 

 2013 2012 2013 2012 

Basic, weighted average number of shares  124,156  123,792  124,091  123,682 

Dilutive common shares from share options  1,423  1,406  1,187  1,628 

Diluted, weighted average number of shares  125,579  125,198  125,278  125,310 

 

Net income (loss) attributable to Essential  

 from on continuing operations  $ (8,958) $ (5,453) $ 10,247 $ 14,369 

Net Income (loss) attributable to Essential   $ (11,501) $ (5,923) $ 7,126 $ 12,971 

Comprehensive income (loss) attributable to Essential  $ (11,650) $ (5,913) $ 6,947 $ 13,846 
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Net income (loss) per share from continuing operations 

 Basic and diluted, attributable to shareholders of Essential  $ (0.07) $ (0.04) $ 0.08 $ 0.11 

Net income (loss) per share 

 Basic and diluted, attributable to shareholders of Essential $ (0.09) $ (0.05)  $ 0.06 $ 0.10 

Comprehensive income (loss) per share 

 Basic and diluted, attributable to shareholders of Essential $ (0.09) $ (0.05) $ 0.06 $ 0.11 

 

16. COMMITMENTS AND CONTINGENCIES 

In addition to the required payments on long-term debt (note 9), Essential has entered into operating leases for 

office and shop premises and equipment that provide for minimum annual lease payments as follows: 

         Amount 

Within one year $ 5,048 

In the second year to fifth years inclusive  14,685 

After five years  8,732 

  $ 28,465 

 

In addition to the above, Essential entered into agreements to build certain assets for $19.4 million which are 

expected to be paid over 2013 and 2014. 

 

The Company, through the performance of its services and business arrangements, is sometimes named as a 

defendant in litigation. The outcome of such claims against the Company is not determinable at this time; 

however, their ultimate resolution is not expected to have a material adverse effect on the Company. 

17. SEASONALITY OF OPERATIONS 

The Company’s operations are carried out primarily in western Canada.  The oilfield service industry’s ability to 

move heavy equipment in exploration and production areas is dependent on weather conditions. With the onset 

of spring, melting snow together with frost coming out of the ground renders many roadways incapable of 

supporting heavy equipment until sufficient time has passed for them to dry out. In addition, certain areas in 

Canada are typically only accessible during winter months, when the surface is frozen enough to support the heavy 

equipment. As a result, the activity levels of the Company are directly impacted by this seasonality, whereby 

activity is traditionally higher in the first and fourth quarters of the year and lower in the second and third 

quarters. 

18. SEGMENTED INFORMATION 

Essential has two operating segments, Well Servicing and Downhole Tools & Rentals, and a non-operating 

segment, Corporate.   

 

a) Well Servicing 

 

The Well Servicing segment provides well completion, production and workover service throughout the Western 

Canadian Sedimentry Basin. The Well Servicing segment is comprised of a fleet of coil tubing rigs, service rigs, 

ancillary equipment and drilling rigs prior to its disposal in November 2012. 

 

b) Downhole Tools and Rentals 

 

The Downhole Tools and Rentals segment is comprised of downhole tools, tubular rentals and wireline service 

prior to its disposal in February 2012. 
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Selected financial information by operating segment and Corporate is as follows:   

  

As at and for the three months ended June 30, 2013 

   Downhole 

  Well Tools    

  Servicing & Rentals Corporate Consolidated 

Revenue $ 24,165 $ 14,252 $ - $ 38,417 

Net income (loss) before income taxes $ (10,493) $ 2,676 $ (4,218) $ (12,035) 

Depreciation and amortization $ 5,108 $ 644 $ 254 $ 6,006 

Total assets $ 324,415 $ 48,106 $ 3,216 $ 375,737 

Total liabilities $ 44,620 $ 4,992 $ 24,714 $ 74,326 

Equipment expenditures $ 10,365 $ 1,297 $ 218 $ 11,880 
 

 

As at and for the three months ended June 30, 2012  

   Downhole 

  Well Tools    

  Servicing & Rentals Corporate Consolidated 

Revenue $ 35,330 $ 15,540 $ - $ 50,870 

Net income (loss) before income taxes $ (7,466) $ 4,358 $ (4,079) $ (7,187) 

Depreciation and amortization $ 5,007 $ 729 $ 324 $ 6,120 

Total assets $ 340,432 $ 45,157 $ 7,788 $ 393,377 

Total liabilities $ 33,986 $ 2,789 $ 58,700 $ 95,475 

Equipment expenditures $ 11,731 $ 400 $ 245 $ 12,376 
 

 

As at and for the six months ended June 30, 2013 

   Downhole 

  Well Tools    

  Servicing & Rentals Corporate Consolidated 

Revenue $ 107,342 $ 51,594 $ - $ 158,936 

Net income (loss) before income taxes $ 9,415 $ 14,935 $ (10,589) $ 13,761 

Depreciation and amortization $ 11,109 $ 1,359 $ 582 $ 13,050 

Total assets $ 324,415 $ 48,106 $ 3,216 $ 375,737 

Total liabilities $ 44,620 $ 4,992 $ 24,714 $ 74,326 

Equipment expenditures $ 16,508 $ 1,741 $ 455 $ 18,704 
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As at and for the six months ended June 30, 2012  

   Downhole 

  Well Tools    

  Servicing & Rentals Corporate Consolidated 

Revenue $ 118,262 $ 50,790 $ - $ 169,052 

Net income (loss) before income taxes $ 12,069 $ 15,585 $ (9,805) $ 18,609 

Depreciation and amortization $ 10,855 $ 1,703 $ 641 $ 13,199 

Total assets $ 340,432 $ 45,157 $ 7,788 $ 393,377 

Total liabilities $ 33,986 $ 2,789 $ 58,700 $ 95,475 

Equipment expenditures $ 20,634 $ 1,222 $ 710 $ 22,566  
 

19. COMPARATIVE AMOUNTS 

Certain comparative amounts have been reclassified to conform to the current period’s presentation. 


