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General:

Total Energy Services Trust (“Total Energy” or the “Trust”) is an open-end, unincorporated mutual fund trust governed by the 

laws of the province of Alberta. The business of the Trust is conducted through Total Energy Services Ltd. (the “Company”) and 

Bidell Equipment LP (“Bidell LP”). The Trust owns, directly and indirectly, 100% of the common shares of the Company and 

100% of the partnership units of Bidell LP. The activities of the Company and Bidell LP are financed through interest bearing 

notes from the Trust, cash flow from operations and third party debt as described in the notes to the financial statements.

Pursuant to the terms of a debenture, the Trust is entitled to interest payments from the Company each month on the 

outstanding debenture as well as the Trust’s interest in Bidell LP. The Trust may declare payable to the Trust Unitholders all 

or any part of the net income of the Trust earned from interest income on the notes and from the income generated, and from 

any dividend paid on the common shares of the Company, less any expenses of the Trust.

The Company’s and Bidell LP’s business is the provision of contract drilling services, the rental and transportation of equipment 

used in drilling and production processes and the manufacturing, sale, rental and servicing of natural gas compression equipment 

to oil and gas exploration and production companies located primarily in western Canada. 

1. 	 Significant accounting policies:

	 (a)	 Basis of presentation:

		  These consolidated financial statements include the accounts of the Trust, its subsidiaries and its partnership. 

	

	 (b)	P roperty, plant and equipment:

		P  roperty, plant and equipment are stated at cost. Depreciation is recorded using the straight-line method over  

	 the estimated useful lives of the assets for all assets except contract drilling equipment, which is depreciated using the  

	 utilization method. Depreciation rates are as follows:

		  	 Expected life	 Residual value	 Basis of depreciation

		  Buildings          	 20 years	 –	 straight-line

		  Furniture and fixtures	 5 years	 –	 straight-line

		  Shop machinery and equipment        	 5 years	 –	 straight-line	

		  Rental equipment	 5 to 15 years	 25% - 33%	 straight-line

		  Light duty vehicles	 3 years	 –	 straight-line

		  Heavy duty vehicles 	 10 years	 25% 	 straight-line		

		  Computer equipment	 3 years	 –	 straight-line 

		  Contract drilling equipment	 3,000 operating days	 10%	 utilization

39



TOTAL ENERGY SERVICES TRUST
Notes to Consolidated Financial Statements

Years ended December 31, 2008 and 2007
(Tabular amounts in thousands of Canadian dollars)

f o c u s  •  d i s c i p l i n e  •  g r o w t h

40

	 	(c)	Inventory and work-in-progress:

			P  arts and raw materials inventory, work-in-progress and finished goods are valued at the lower of cost and net realizable  

	 value. Cost for raw materials is determined on a specific item basis, with overhead and labour being determined on a  

	 weighted average basis.

	 (d)	P er unit amounts:

			  Basic and diluted earnings per unit calculations were based on the weighted average number of trust units outstanding. 

	 (e)	 Revenue recognition:

			  The Trust recognizes revenue in its segments as follows; Contract Drilling Services revenue is recognized when services  

	 are provided; Drilling and Production Rentals revenue is recognized when services are provided; and Gas Compression  

	 Services revenue is recognized as services are provided or products are sold. The Trust’s services and products are sold  

	 based upon orders or contracts with customers that include fixed or determinable prices based upon daily, hourly or job  

	 rates. Revenue is recognized when services and equipment rentals are provided and when collectibility is assured.

	 (f)	 Measurement of uncertainty:

			  The preparation of financial statements in conformity with generally accepted accounting principles requires  

	 management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure  

	 of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and  

	 expenses. Actual results could differ from these estimates.

	 (g)	 Income taxes:

			  The Trust is a mutual fund trust for purposes of the Income Tax Act (Canada), and is only subject to statutory income taxes  

	 on taxable income not distributed to unitholders.  Bill C-52 Budget Implementation Act, 2007 (“Bill C-52”) was substantively  

	 enacted by the Canadian government in June of 2007 and imposes a tax on certain distributions from publicly traded  

	 specified income flow-through trusts (“SIFT”) and will apply to distributions made by the Trust to its unitholders. The SIFT  

	 tax measures take effect January 1, 2011, or earlier if the Trust exceeds certain permitted growth guidelines established by  

	 the Canadian Department of Finance.

			  As a result of Bill C-52, the Trust must now recognize (on a prospective basis) future income tax assets or liabilities  

	 on “temporary differences” (differences between the accounting basis and the tax basis of the assets and liabilities) in  

	 the Trust, unless those temporary differences are expected to reverse before the SIFT tax comes into effect. Due to the  

	 Trust’s legal entity structure, the enacted Bill C-52 had only a nominal impact on the Trust’s future income tax  

	 liability provision.

			  The Company is subject to certain provincial capital taxes and corporate income taxes and follows the liability  

	 method of accounting for income taxes. Under the liability method, future income tax assets and liabilities are  

	 determined based on “temporary differences”, and are measured using the currently enacted, or substantively enacted,  

	 tax rates and laws expected to apply when these differences reverse. Income tax expense is the sum of the Trust’s  

	 provision for current income taxes and the difference between opening and ending balances of the future income tax  

	 assets and liabilities.
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	 (h)	 Goodwill:

		  Goodwill is the residual amount that results when the purchase price of an acquired business exceeds the sum of the  

	 amounts allocated to the assets acquired, less liabilities assumed, based on the fair values. Goodwill is not amortized and  

	 is tested for impairment annually in the fourth quarter, or more frequently if events or changes in circumstances indicate  

	 that the asset might be impaired. The impairment test is carried out in two steps. In the first step, the carrying amount  

	 of the reporting segment is compared to its fair value. When the fair value of the reporting segment exceeds its carrying  

	 amount, goodwill of the reporting segment is considered not to be impaired and the second step of the impairment test  

	 is unnecessary. The second step is carried out when the carrying amount of the reporting segment’s goodwill exceeds  

	 its fair value, in which case the implied fair value of the reporting segment’s goodwill is compared with its carrying  

	 amount to measure the amount of the impairment loss, if any. The implied fair value of goodwill is determined in the  

	 same manner as the value of the goodwill in a business combination described above, using the fair value of the  

	 goodwill, an impairment loss is recognized in an amount equal to the excess.

	 (i)	 Long lived assets:

		  On a periodic basis, management assesses the carrying value of long lived assets for indications of impairment.   

	 Indications of impairment include items such as an ongoing lack of profitability and significant changes in  

	 technology. When an indication of impairment is present, the Company tests for impairment by comparing the  

	 carrying value of the asset to its net recoverable amount. If the carrying amount is greater than the net recoverable  

	 amount, the asset is written down to its estimated fair value.

2.	 Accounting policy changes:

	 Effective January 1, 2008, the Trust prospectively adopted new accounting recommendations from the Canadian Institute of 

Chartered Accountants (“CICA”), Handbook Section 1535, Capital Disclosures, Section 3031, Inventories, and Sections 

3862 & 3863, Financial Instruments Disclosures and Presentation.

	 (a)	 Section 1535 – Capital Disclosures

		  Section 1535 Capital Disclosures establishes standards for disclosing information that enables users of financial  

	 statements to evaluate an entity’s objectives, policies and processes for managing capital. These new disclosures are  

	 included in note 13.

	 (b)	 Section 3031 – Inventories 

		  This standard was issued to harmonize accounting standards for inventories under Canadian GAPP with International  

	 Financial Reporting Standards (“IFRS”). This standard requires the measurement of inventories  at the lower of  

	 cost and net realizable value and includes guidance on the determination of  cost, including allocation of 

	 overheads and other costs to inventory. The standard had no impact on the Trust's valuation of inventory  

	 as at January 1, 2008 or on net income for current or prior periods.
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	 (c)	 Sections 3862 & 3863 – Financial Instruments Disclosures and Presentation  

		  Sections 3862 and 3863 Financial Instruments – Disclosures and Presentation replaced existing Section 3861, revising  

	 and enhancing its disclosure requirements, and carrying forward unchanged its presentation requirements. These new  

	 sections place increased emphasis on disclosure about the nature and extent of risks arising from financial instruments  

	 and how the entity manages those risks. The new disclosures are included in note 14.

3. 	 Recent Canadian Accounting Pronouncements not yet adopted:

	 In February 2008, the CICA issued Section 3064, Goodwill and intangible assets, replacing previous guidance. The new 

section establishes standards for the recognition, measurement, presentation and disclosure of goodwill and intangible assets 

subsequent to its initial recognition. This new standard will be applicable to the Trust on January 1, 2009. The Trust has 

determined that the adoption of the new standard will not have a material effect on the Trust’s financial Statements.

	 In 2008 the CICA Accounting Standards Board (“AcSB”) confirmed its decision requiring all publicly accountable 

entities to report under IFRS with the aim of consistency in the global marketplace. These standards are effective for 

interim and annual financial statements for fiscal years beginning on or after January 1, 2011. The Trust has completed an 

initial impact assessment which involves performing a high-level review to identify key areas that may be impacted by the 

transition to IFRS and the major areas where significant complexities or key decisions are required by management prior 

to the conversion. A detailed assessment of the significant differences is provided in the Trust’s 2008 annual Management’s 

Discussion and Analysis.

4. Inventory:

	 					    		  2008		  2007

Finished goods					     $	 7,484	 $	 3,933

Work-in-progress						      5,136		  2,946

Parts and raw materials					     	 21,216		  25,030

							      $	 33,836	 $	 31,909
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5. Property, plant and equipment:		  					     		

	 							                   Accumulated		  Net book
December 31, 2008				    Cost		  depreciation		  value

Land and buildings			   $	            9,164          $	 2,338	 $	 6,826

Office and computer equipment				    2,713		  2,290		  423

Shop machinery and equipment				    2,131		  1,557		  574

Rental equipment				    104,349		  27,668		  76,681 

Automotive equipment				    34,310		  9,699		  24,611 	

Contract drilling equipment				    79,750		  18,015		  61,735 

Other			   	 400		  217		  183

					    $	 232,817	 $	 61,784	 $	 171,033

							      Accumulated		  Net book

December 31, 2007				    Cost		  depreciation		  value

Land and buildings			   $	           8,515         $	 1,912	 $	 6,603

Office and computer equipment				    2,478		  2,052		  426

Shop machinery and equipment				    1,942		  1,301		  641

Rental equipment				    86,042		  20,782		  65,260 

Rental equipment under capital lease				    3,130		  1,109		  2,021 

Automotive equipment				    31,045		  8,070		  22,975 	

Contract drilling equipment				    72,844		  13,984		  58,860 

Other			   	 400		  137		  263

					    $	 206,396	 $	 49,347	 $	 157,049

6.	 Bank indebtedness:

Bank indebtedness consists of advances made on an operating line of credit that is payable on demand. The maximum 

available under the operating line of credit is $30 million. The facility is secured by a first fixed and floating charge on all 

assets of the Trust, the Company, Bidell LP and certain other collateral security. The facility bears interest at the bank’s 

prime rate plus 0.25%.

7.	 Long-term debt:

	 					    				   2008						   2007

Loan payable, requiring monthly payments of $666,667 (2007 - $666,667) 			   $	 21,521					  $	 29,383

Less current portion					     		 	 8,000						   8,000

								       $	 13,521					  $	 21,383
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Interest is calculated at the lesser of the current short-term Bankers Acceptance rate plus a 2% stamping fee, or the bank’s 

prime rate plus 0.50%. The loan is a revolving evergreen facility with each drawdown repaid over sixty months and is 

available to a maximum of $35 million. The facility is secured by a first fixed and floating charge on all assets of the Trust, 

the Company, Bidell LP and certain other collateral security.

Principal payments due over the next five years are as follows:

2009													         $	 8,000

2010														          7,471

2011														          3,300

2012														          2,750

2013													         	 –

Total													         $	 21,521

8.  Operating expenses:

The amount of inventory recognized as an expense and included in operating expenses during the year ended December 31, 2008 

was $32.0 million (2007 - $ 37.8 million) in respect of the Gas Compression Services Division.

9.  Income taxes:

Bill C-28 Budget Implementation Act, 2007 (“Bill C-28”) was substantively enacted by the Canadian government in December of 

2007. Included in Bill C-28 was a federal income tax rate reduction of 3.5%, to be implemented from 2008 – 2012. This resulted 

in a $2.7 million future income tax recovery in the fourth quarter of 2007.

Income tax expense differs from the amount that would be computed by applying the Federal and Provincial statutory income 

tax rates. The reasons for the differences are as follows:

					    2008					   2007

Income tax rate			   29.50%					   32.12%

Expected tax expense		  $	 9,056					  $	 8,365

Decrease in taxes resulting from:

	 Future income tax rate adjustment		                 (541)			              (3,426)

	 Amounts included in Trust income		              (3,199)			             (9,672)

	 Other 		                    49		                          (82)

Provision for income taxes (recovery)		  $          	 5,365 				  $	           (4,815)
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The components of the net future income tax liability at December 31 is as follows:

					    2008						   2007

Future income tax assets:

	 Non capital loss carryforward		  $	 –					  $	 372

	 Other		  	 11						   17

					    11						   389

Future income tax liabilities:

	P roperty, plant and equipment		              21,384						   18,731	

	 Other 		                    70		                          19

				   	 21,454						   18,750

Net future income tax liabilities		  $	 21,443					  $	 18,361

The business and operations of the Trust are complex and the Trust has executed a number of significant financings, 

reorganizations, acquisitions and other material transactions over the course of its history. The computation of income taxes 

payable as a result of these transactions involves many complex factors as well as the Trust’s interpretation of relevant tax 

legislation and regulations. The Trust’s management believes that the provision for income tax is adequate and in accordance 

with generally accepted accounting principles and applicable legislation and regulations. However, tax filing positions are  

subject to review by taxation authorities who may successfully challenge the Trust’s interpretation of the applicable tax legislation 

and regulations.

10.  Trust Unit Capital and Exchangeable Share Capital:
	 (a)	 Authorized:

		  Total Energy Services Trust

		

		  The authorized Trust Unit capital of the Trust consists of an unlimited number of Trust Units. 

	

		  Redemption Clause

	

		  Each Unitholder is entitled to require the Trust to redeem its units at a price per Trust Unit equal to the lesser of: (i) 95%  

	 of the “market price” of the Trust Units on the principal exchange or market on which the Trust Units are quoted for  

	 trading during the 10 consecutive trading day period ending on the trading day immediately prior to the date on  

	 which the Trust Units are tendered for redemption; and (ii) 100% of the “closing market price” on the principal  

	 exchange or market on which the Trust Units are quoted for trading on the date that the Trust Units are so tendered  

	 for redemption.
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	 (b)	 Trust Unit capital issued:

					      Number of units				          Amount

				  Trust Units of Total Energy Services Trust		  (in thousands)				   

				  Balance, December 31, 2006		  29,136			 $	 60,984 

 

				   Issued on conversion of Exchangeable Shares		  760				  855 

				   Repurchased and cancelled	                    (396)                      (855)		

				   Balance, December 31, 2007		  29,500				  60,984 

				   Repurchased and cancelled	                    (443)	                      (957) 

				   Balance, December 31, 2008	 	 29,057			 $	 60,027

	 (c)	 Exchangeable Share capital issued:

				   All outstanding Exchangeable Shares of the Company were redeemed on June 6, 2007. Prior to the redemption, the 	

	 Exchangeable Shares were convertible into Trust Units based on the exchange ratio, which was adjusted monthly to 

				   reflect the distributions paid on the Trust Units. Cash distributions were not paid on the Exchangeable Shares.   

	 During 2007 a total of 654,106 Exchangeable Shares were converted into 759,960 Trust Units. 

				                                                                                                                        Number of shares		        		 Amount

				  Exchangeable Shares of TESL		  (in thousands)				   

				  Balance, December 31, 2006		  655			 $	 855 

 

				   Exchanged for Trust Units	                    (655)		               (855) 

	 			  Balance December 31, 2007 & 2008	 	 –			 $	 –

	 (d)	P er Unit amounts:

			  Earnings per unit is calculated using earnings and the weighted average number of Trust Units outstanding.  

		 Diluted earnings per unit are calculated using earnings and the weighted-average number of diluted units outstanding.

		                                                                                                                            		 Year ended			    		  Year ended		

			                                                                                                           December 31, 2008 				   December 31, 2007

			  Weighted average number of Trust Units, 

			       diluted Trust Units and Exchangeable Shares outstanding	 		  29,409		   		  29,772

			

	 (e) 	Units purchased: 

			  Under the provisions of the normal course issuer bid which terminates on March 27, 2009, the Trust purchased 

			  443,100 Trust Units during 2008 (2007 – 395,802) at an average price of $4.88 (2007 - $7.34), including commissions,  

			  and such Trust Units were cancelled. The excess of price paid over the average price per Trust Unit is charged to  

			  retained earnings.	
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11.	 Commitments:

The Trust has operating lease commitments for vehicles and buildings for the next five years as follows:

					    							 

2009							    $		  3,010		

2010											      1,915

2011											      1,286

2012											      977

2013											      248

	

The Trust also has purchase obligations of $6.7 million as at December 31, 2008 relating to commitments to acquire equipment

and inventory.

12.	  Contingencies: 

Total Energy Services Ltd. and one of its non-operating subsidiaries have been re-assessed by the Ontario Ministry of Finance 

and Alberta Finance and Enterprise (“Alberta Finance”) on account of a corporate re-organization undertaken prior to  

Total Energy’s trust conversion. The Trust has received both legal and tax advice indicating that the technical merits of the filings 

positions taken are strong and, as such, no provisions have been taken with respect to the reassessments. The total amount of the  

reassessments, including interest, is approximately $5.8 million and $7.5 million respectively. The reassessments represent  

competing claims on the same underlying taxable income, such that the reassessments cannot be successfully applied in both  

jurisdictions. In addition, the Alberta Finance reassessments include duplicate reassessments on the same underlying taxable 

income, which duplicate reassessments cannot both be successfully applied. Further, it is the Trust’s position that the applicable 

limitation period has expired with respect to a significant portion of the Alberta reassessments making such reassessments 

invalid. The Trust is vigorously defending the filing position taken in both jurisdictions and has filed notices of objection to the  

reassessments with provincial taxation authorities. These various reassessments relate to approximately $2.6 million of alleged 

underlying income taxes owing for the period from 2002 to the conversion of Total Energy to a trust in 2005.

The Trust, in the normal course of operations, will become subject to a variety of legal and other claims against the Trust.  

Management and the Trust’s legal counsel evaluate all claims on their apparent merits, and accrue management’s best estimate 

of the estimated costs to satisfy such claims.  Management believes that the outcome of legal and other claims filed against the 

Trust will not be material to the Trust.

13.  Capital management:

The Trust’s capital management strategy is to maintain a strong capital base in order to maintain investor, creditor and market

confidence and to sustain the future development of the Trust’s business. 

The Trust manages its capital structure and makes adjustments to it in light of changes in economic conditions and the risk 

characteristics of the Trust’s underlying businesses. The Trust seeks to maintain an appropriate balance between the level of 

long-term debt and unitholders’ equity to ensure access to the capital markets to fund growth and working capital having regard to
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the cyclical nature of the oilfield services industry. Historically the Trust has maintained a conservative ratio of long-term debt

to long-term debt plus equity. As at December 31, 2008 and December 31, 2007 these ratios were as follows:

					    2008			 	 2007

Long-term debt (including current portion)	 $   	   21,521			 $   	 29,383

Unitholders’ equity	          147,376	 		  134,796

Total capitalization 	 $  	 168,897			 $  	 164,179

Long-term debt to long-term debt plus equity ratio	          	  0.13 	      		   0.18

The Trust is subject to externally imposed minimum capital requirements relating to its credit facilities. The Trust monitors 

these requirements to ensure compliance with them. As at December 31, 2008, the Trust was in compliance with all external

minimum capital requirements.

There were no changes in the Trust’s approach to capital management during the year.

14.  Financial instruments:

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument 

to another entity. Upon initial recognition all financial instruments, including derivatives, are recognized on the balance sheet 

at fair value. Subsequent measurement is then based on the financial instruments being classified into one of five categories: held 

for trading, held to maturity, loans and receivables, available for sale and other liabilities. The Trust has designated its financial 

instruments into the following categories applying the indicated measurement methods:

Financial Instrument	 Category 	 Measurement Method

Accounts receivable	 Loans and receivables	 Amortized cost

Income taxes receivable	 Loans and receivables	 Amortized cost

Bank indebtedness	 Other liabilities	 Amortized cost

Accounts payable and accrued liabilities	 Other liabilities	 Amortized cost

Distributions payable	 Other liabilities 	 Amortized cost

Income taxes payable	 Other liabilities	 Amortized cost

Capital leases	 Other liabilities	 Amortized cost

Long-term debt	 Other liabilities	 Amortized cost

The Trust’s financial instruments as at December 31, 2008 and 2007 include accounts receivable, income taxes receivable,  

bank indebtedness, accounts payable and accrued liabilities, distributions payable, income taxes payable, capital leases and  

long-term debt. The fair value of accounts receivable, income taxes receivable, bank indebtedness, accounts payable and accrued 

liabilities, distributions payable, income taxes payable and capital leases approximate their carrying amounts due to their short-

terms to maturity. Long-term debt utilizes a combination of short-term fixed rates through the use of 30 to 90 day Banker’s 

Acceptance and floating rates and accordingly its fair market value approximates the carrying value.
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The Trust has exposure to the following risks from its use of financial instruments:

	 	 	 	• Credit risk

	 	 	• Liquidity risk

	 	• Market risk

This note presents information about the Trust’s exposure to each of the above risks and the Trust’s objectives, policies and  

processes for measuring and managing risk. Further quantitative disclosures are included throughout these financial statements. 

Credit risk

Credit risk is the risk of financial loss to the Trust if a customer or counterparty to a financial instrument fails to meet its  

contractual obligations, and arises principally from the Trust’s trade accounts receivable. 

The vast majority of the Trust’s trade accounts receivable are customers involved in the oil and gas industry, and the ultimate 

collection of the accounts receivable is dependent on both industry related factors and customer specific factors. Industry related 

factors that may effect collection include commodity prices and access to capital. Customer specific factors that may effect  

collection include commodity prices, the success of drilling programs, well reservoir decline rates and access to capital.  

As at December 31, 2008, $2.1 million, or 5% of accounts receivable were more than 90 days overdue, which is in the range of 

historical aging profiles. The movement in the Trust’s allowance for doubtful accounts for 2008 was as follows:

					       	Allowance for doubtful accounts

Balance at January 1, 2008     								    $	 400		

Provisions and revisions									     545

Balance at December 31, 2008								    $ 	 945

The Trust does not have a significant exposure to any individual customer or counter party. No individual customer accounted for more 

than 10% of revenue in 2008. Concentration of credit risk on the Trust’s trade accounts receivable exists in the oil and gas industry.

Liquidity risk

Liquidity risk is the risk that the Trust will not be able to meet its financial obligations as they are due. The Trust’s approach to 

managing liquidity is to ensure, to the extent reasonably possible, that it will have sufficient liquidity to meet its liabilities when 

due, under both normal and stressed conditions without incurring unacceptable costs or losses or risking harm to the Trust’s 

reputation. The Trust maintains an operating line of credit and long-term debt facility which are available to a maximum of  

$65 million to ensure the Trust has sufficient working capital to operate its business. As at December 31, 2008 approximately 

$18.6 million of these facilities remained unutilized.

The Trust expects that cash flow from operations, together with existing and available credit facilities, will be sufficient to fund 

its requirements for investments in working capital, capital assets, distribution payments, and trust unit repurchases. 
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Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect the Trust’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

Foreign currency exchange rate risk is the risk that the fair value of future cash flows will fluctuate as a result of changes 

in foreign exchange rates. Currently all of the Trust’s sales are denominated in Canadian dollars, which is the Trust’s 

functional currency, and as such the Trust does not have any foreign currency exchange rate risk with respect to revenues. 

The Trust estimates that less than 15% of its operating expenses were denominated in a foreign currency during 2008. 

Where foreign currency denominated purchases are made, it is the Trust’s practice to purchase sufficient funds in the 

foreign currency to which the order is denominated to protect against foreign exchange rate changes from the date of 

invoicing to when payment is made. In addition, pricing to customers is customarily adjusted to reflect changes in the 

Canadian dollar landed cost of imported goods. 

The Trust had no forward exchange rate contracts in place as at or during the year ended December 31, 2008.  

      •   Interest rate risk

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates. The Trust 

is exposed to interest rate fluctuations on its borrowings which utilize a combination of short term fixed rates through 

the use of 30 to 90 day Banker’s Acceptance and floating rates. At December 31, 2008 virtually all long-term debt was 

at floating rates. For the year ended December 31, 2008, if interest rates had been 1% lower with all other variables held 

constant, after tax net earnings for the period would have been approximately $367,000 higher. An equal and opposite 

impact would have occurred to net earnings had interest rates been 1% higher. 

The Trust had no interest rate swap or financial contracts in place as at or during the year ended December 31, 2008. 

15.  Changes in non-cash working capital items:

					    2008			 	 2007

Accounts receivable	 $	 (8,990)		 $	 5,973

Inventory	           (1,927)	                    (5,985)

Income taxes receivable	            	5,742		 		  (5,742)	

Prepaid expenses and deposits	                261		                       (547)

Accounts payable and accrued liabilities	            12,732	              (8,431)

Distributions payable	          	   (13)		  (5,379)

Income taxes payable	            2,336			             (2,579) 

				   $       10,141			  $	    (22,690)

Less: Financing non-cash working capital items	                (13)		            (5,379) 

Operating non-cash working capital items	 $        10,154			  $      	 (17,311)

Financing non-cash working capital items consists of Distributions payable.
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16.  Segmented information

The Trust operates in three main industry segments which are substantially in one geographic segment. These segments are 

Contract Drilling Services, which includes the contracting of drilling equipment and the provision of labour required to operate 

the equipment, Drilling and Production Rentals, which includes the rental and transportation of surface equipment used in 

drilling and production processes and Gas Compression Services, which includes the manufacturing, sale, rental and servicing of 

natural gas compression equipment.

The segmented amounts are as follows:

	 	 Contract			D  rilling and			G  as

			   drilling			  production			  compression

December 31, 2008		  services			  rentals			   services			   Other			   Total

Revenue	 $	 37,148		 $	 70,208		  $	 47,126		  $	 –		  $	 154,482	

Operating earnings (loss) 		  6,636			  22,845			   4,556		             (3,231)		  30,806 

Depreciation		  4,059			  8,533			   1,266			   31			   13,889 

Assets		  70,243			  116,218			   59,812			   1,242			   247,515 

Goodwill		  –			  2,514			   1,539			   –			   4,053 

Capital expenditures		  6,936			  17,017			   6,287			   –			   30,240

	 	C ontract			D  rilling and			G  as

			   drilling			  production			  compression

December 31, 2007		  services			  rentals			   services			   Other			   Total

Revenue	 $	 29,062		 $	 52,396		  $	 54,126		  $	 –		  $	 135,584	

Operating earnings (loss)		  6,696			  15,138			   7,684		             (4,081)		  25,437 

Depreciation		  2,753			  7,430			   1,033			   39			   11,255 

Assets		  68,029			  100,335			   53,158			   7,095			   228,617 

Goodwill		  –			  2,514			   1,539			   –			   4,053 

Capital expenditures		  1,665			  14,015			   7,014			   109			   22,803

(1)	 Operating earnings (loss) are earnings before gain (loss) on disposal of equipment and income taxes.

(2)	 Other includes the Trust’s corporate activities and in 2007 “Assets” includes income taxes receivable of $5.7 million.

(3)	 Included in operating earnings (loss) for each reportable segment in 2008 is interest expense paid on the Trust’s operating  

	 line of credit, which interest expense is disclosed as “Other interest” in the Trust’s financial statements. This interest is  

	 allocated to each reportable segment based on the relative amount of capital each segment employs.

(4)	 Included in capital expenditures in the Drilling and Production Rentals division for 2007 is the $9.4 million purchase of the  

	 operating assets of a private company.

(2)

(4)

(2)

51

(1) (3)

(1) (3)



TOTAL ENERGY SERVICES TRUST
Notes to Consolidated Financial Statements

Years ended December 31, 2008 and 2007
(Tabular amounts in thousands of Canadian dollars)

f o c u s  •  d i s c i p l i n e  •  g r o w t h

5 2 

focus      •  disci     p line     •  growth    

Results (thousands of dollars, except per unit data)	 2008	 2007	 2006	 2005	 2004

	

Revenue	 154,482	 135,584	 202,666	 157,542	 106,291		

EBITDA (1)	 47,097	 39,682	 72,273	 50,502	 30,116		

Operating earnings (1)	 30,806	 25,437	 59,020	 39,913	 22,755			

Cash flow from operations, 

before changes in non-cash working capital (1)	 42,412	 42,160	 66,544	 41,336	 27,258		

Net earnings	 25,333	 30,858	 54,577	 31,770	 15,973		

Interest expense (2)	 2,510	 2,384	 1,604	 1,491	 1,060		

Depreciation	 13,889	 11,255	 10,731	 9,067	 6,233			

Capital expenditures, net	 27,981	 19,317	 28,200	 49,981	 23,665		

Earnings per unit - diluted	 0.86	 1.04	 1.82	 1.12	 0.57		

EBITDA per unit - diluted (1)	 1.60	 1.33	 2.42	 1.78	 1.08			

Cash flow from operations, before changes in

non cash working capital per unit - diluted (1)	 1.44	 1.42	 2.23	 1.46	 0.97			

	

FINANCIAL POSITION

Working capital (3)	 7,254	 13,438	 15,907	 16,438	 13,070	  		

Total assets	 247,515	 228,617	 213,648	 205,674	 135,491			

Long-term debt	 13,521	 21,383	 13,545	 16,654	 15,219			

Unitholder’s equity	 147,376	 134,796	 136,686	 118,056	 74,807	

(1)	 Operating earnings are earnings before gain (loss) on sale of equipment and income taxes. EBITDA means earnings before interest, taxes,  
	depreciation and amortization and is equal to earnings before income taxes plus interest on long-term debt plus other interest expense plus  
depreciation. Cashflow means cash provided by operations before changes in non-cash working capital items. Operating earnings, EBITDA and 
cashflow are not recognized measures under Canadian generally accepted accounting principles ("GAAP"). Management believes in addition to net  
earnings, operating earnings, EBITDA and cashflow are useful supplemental measures as they provide an indication of the results generated by the Trust's 
primary business activities prior to consideration of how those activities are financed, amortized or how the results are taxed in various jurisdictions as 
well as the cash generated by the Trust's primary business activities without consideration of the timing of the monetization of non-cash working capital 
items. Investors should be cautioned, however, that operating earnings, EBITDA and cashflow should not be construed as an alternative to net earnings 
determined in accordance with GAAP as an indicator of Total Energy's performance. Total Energy's method of calculating operating earnings, EBITDA 
and cashflow may differ from other organizations and, accordingly, operating earnings, EBITDA and cash flow may not be comparable to measures used by  
other organizations.

(2)	 Interest expense is other interest expense plus interest on long term debt.

(3)	 Working capital equals current assets minus current liabilities.

FIVE YEAR COMPARISON



locations

Calgary • Carlyle • Dawson Creek • Drumheller • Edmonton • Edson • Fort Nelson • Fort St. John • Fox Creek • Grande Prairie  

High Level • Lac La Biche • Manning • Medicine Hat • Peace River • Red Deer • Red Earth • Rocky Mountain House  

Valleyview •  Weyburn/Midale • Whitecourt 

Total Energy, Bidell, Bidell Equipment, Chinook, Chinook Drilling and the Total Energy and Chinook Drilling logos

are registered trademarks of Total Energy Services Ltd.
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