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LETTER TO UNITHOLDERS 
 
Petrowest Energy Services Trust is pleased to present its first quarterly report since becoming a publicly 
traded trust. As the Trust commenced trading on September 7, 2006, the values and discussion within 
this report reflect operations and business activities for the period since inception to September 30, 2006 
exclusively. 

 
We are very pleased with the progress made in combining nine separate private service companies into a 
single public trust, completing the $140 million initial public offering and commencing the integration 
process. Petrowest, as a combined entity, continued its strong performance for 2006 while dealing with 
transition, corporate compliance and integration processes, along with inclement weather. The combined 
Trust is utilizing company assets at a higher than anticipated rate, and with the arrival of new equipment 
before the end of the year (all of which had been part of the capital commitment on closing of the initial 
public offering), the Petrowest team is confident of sustainable organic growth and corporate momentum 
as we head into the traditionally busy winter period of construction. 

 
In the short months since its inception, Petrowest successfully completed several important initial 
objectives as part of its long term business plan. During the first two months of operations Petrowest 
obtained a $60 million credit facility with a major bank, which can be accessed to fund future growth. And, 
in October after the end of this Q3 period, Petrowest was particularly pleased to appoint Mr. Walter 
DeBoni as a fourth independent director. With over 37 years of oil and gas experience, Mr. DeBoni is a 
valuable addition to the Petrowest team. 

 
A major sell-off in the income trust sector was caused by the October 31, 2006 announcement of federal 
government proposals to alter the taxation structure for existing income trusts beginning in 2011. The new 
proposal would align the tax structure of income trusts more closely to that of non-trust corporations. If the 
proposal is passed as originally outlined, return on capital income flowed out to trust unitholders will be 
subject to a new tax which is designed to approximate the average corporate income tax paid by 
corporations. 

 
Petrowest will in all likelihood be affected by any tax legislation coming out of these proposals. 
Notwithstanding taxation uncertainties, however, we remain very confident in our business model, and 
our ability to implement that business model. Petrowest has no debt, a large undrawn line of credit, a 
relatively low distribution payout ratio, the requisite operational and technical expertise, a modern 
equipment fleet, and an experienced management team and board of directors. Petrowest’s executive 
team and board of directors along with its professional tax, financial and legal advisors will investigate 
and implement the management of this issue in the best interests of Petrowest’s unitholders. 

 
Petrowest management would like to thank its unitholders for their support. Over the months and years 
ahead we are committed to delivering on our business model, growing the Trust and building unitholder 
value on the basis of attainable and measurable goals and objectives. 

 
For and on behalf of the Board of Directors, 
 
Ken Drysdale 
President, CEO and Director 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

The following Management’s Discussion and Analysis (MD&A) is dated November 14, 2006. The MD&A 
should be read in conjunction with Petrowest Energy Services Trust’s (“Petrowest” or the “Trust”) 
unaudited interim consolidated financial statements as at and for the period July 6, 2006 to September 
30, 2006, (1) as well as the MD&A’s of the “Acquired Companies” contained in the Trust’s prospectus 
dated August 28, 2006.  
 

(1)  Commercial operations commenced September 7, 2006 
 

BASIS OF PRESENTATION 
The financial data presented below has been prepared in accordance with Canadian Generally Accepted 
Accounting Principles (“GAAP”). The reporting and the measuring currency is the Canadian dollar. 

FORWARD-LOOKING STATEMENTS 
This MD&A contains forward-looking statements that involve substantial known and unknown risks and 
uncertainties. These forward-looking statements are identified by their use of terms and phrases such as 
“anticipate”, “achievable”, “believe”, “expect”, “estimate”, “plan”, “intend”, “project”, “may”, “should”, 
“could”, “predict”, “may”, “will”, or similar words suggesting future outcomes or language suggesting an 
outlook. Forward-looking statements and information are based on Petrowest’s current beliefs as well as 
assumptions made by and information currently available to Petrowest concerning anticipated business 
performance. Although management of Petrowest considers these assumptions to be reasonable based 
on information currently available to it, they may prove to be incorrect. 

Forward-looking statements are subject to many external variables that are beyond Petrowest’s control; 
such as fluctuating prices for crude oil and natural gas, changes in drilling activity, and general local and 
global economic, political, business and weather conditions. If any of these, or other uncertainties, 
materialize the actual results of Petrowest may vary materially from those expected.  

FINANCIAL HIGHLIGHTS 
 

Unaudited 
$000’s  except per unit amounts, margins and ratios 

From commencement of commercial operations 
on September 7, 2006 to September 30, 2006. 

Financial Results  
Revenue     10,907
  

EBITDA       2,645
  

EBITDA margin    24.3 %
  

Net earnings       762  
  

Net earnings margin 7.0 %  
  

Cash from operations 2,902
  

Financial Position and Liquidity 
Working capital      21,057
  

Working capital ratio 1.62:1.00
  

Weighted average number of units 
Outstanding – basic and diluted 

 
28,275,094

  

Cash from operations per unit $  0.103
  

Distributions per unit $  0.07667
  

Net earnings per unit – basic and diluted $  0.027
  

Unit Price – September 30, 2006 $  8.80
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NON-GAAP MEASURES  
In this MD&A the Trust uses the term “Distributable Cash” to refer to the amount of cash that is expected 
to be available for distributions to the unitholder; the term "EBITDA" to refer to earnings before interest 
expenses net of interest income, gain on disposal of assets, amortization of property and equipment and 
amortization of intangible assets; the term "Adjusted EBITDA" to refer to earnings before management 
bonuses, before interest expenses net of interest income, gain on disposal of assets, amortization of 
property and equipment and amortization of intangible assets; the term "EBITDA Margin" to refer to a 
fraction, the numerator of which is EBITDA and the denominator of which is revenue; and the term 
"Adjusted EBITDA Margin" to refer to a fraction, the numerator of which is Adjusted EBITDA and the 
denominator of which is revenue.  The terms Distributable Cash, EBITDA, Adjusted EBITDA, EBITDA 
Margin and Adjusted EBITDA Margin are not measures recognized by Canadian generally accepted 
accounting principles ("GAAP") and do not have standardized meanings prescribed by GAAP and 
therefore may not be comparable to performance measures presented by others. 

Readers are cautioned that “Distributable Cash”, “EBITDA”, “Adjusted EBITDA”, “EBITDA Margin” and 
“Adjusted EBITDA Margin” should not be considered as alternatives to net earnings, cash flow from 
operating activities or other measures of financial performance calculated in accordance with GAAP. 
 

DESCRIPTION OF BUSINESS  
Petrowest is an unincorporated, open-ended, limited purpose, mutual fund trust established under the 
laws of Alberta. Effective September 7, 2006, Petrowest completed the acquisition of each of, and now 
carries on the business of each of, the “Acquired Companies” described below, all of which are involved 
in pre-drilling and post completion energy services and are based in the Grande Prairie area of northern 
Alberta.  The ongoing operations have been segregated into four limited partnerships and the assets and 
operations of the Acquired Companies are maintained within those partnerships.  Petrowest continues to 
do business under the trade operating names of Gordon Bros. Construction, Roy Larson Construction, 
Wales Contractors, D&D Well Services, Murtron Hauling, R. Bee Crushing, S.O.S. Oilfield Safety and Nu-
Northern Tractor Rentals     

Petrowest Construction LP 
Roy Larson Construction Ltd. (“Roy Larson”) 

 Gordon Bros. Construction Ltd. and 332691 Alberta Ltd. 
(“332691”) 
310423 Alberta Ltd. (“310423”) operating as Wales 
Contracting Ltd. 

Petrowest Transportation  LP 
 404434 Alberta Corporation, 756171 Alberta Corp. and 

756169 Alberta Corp. (“D&D”) 
Murtron Hauling Ltd. and 815431 Alberta Ltd. (“Murtron”) 

Petrowest Civil Services LP 
R. Bee Crushing Ltd., Bernet Venture Ltd. and Dal Finn 
Holdings Ltd. (“R. Bee”) 
Safetymaster Rentals Corp. (“Safetymaster”) 

Petrowest Rental Services LP   
Northern Tractor Sales and Rental Co. Ltd. and 
Fitzpatrick Co. Ltd. (“Northern Tractor”) 

     Neuwest Equipment rentals Inc. (“Neuwest”) 
 

(collectively, the “Acquired Companies”) 
 

Petrowest Construction LP 
 

The Construction LP operates under the trade names of the original companies, “Gordon Bros. 
Construction”, “Roy Larson Construction”, and “Wales Contractors” and specializes in the 
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construction of oil and gas lease well site pads, road construction, remediation of oil and gas well 
sites, and civil infrastructure work for non oil and gas clients.  The Construction LP operates a fleet of 
heavy equipment including dozers, tracked hoe excavators, articulated rock haulers, compactors, 
graders, and scrapers as well as other ancillary support equipment. 

 
Petrowest Transportation LP 
 
The Transportation LP operates under the trade names of the original companies, “D&D Well 
Services” and “Murtron Hauling” and specializes in the transportation  of oil and gas drilling rigs, well 
site equipment, and heavy equipment  as well as specialty hauling services including log loading and 
hauling, and gravel loading and hauling.  The Transportation LP operates a fleet of heavy transport 
trucks, trailers, jeeps, boosters, and log and gravel loading equipment as well as other ancillary 
support equipment. 

 
Petrowest Civil Services LP 
 
The Civil Services LP operates under the trade names of the original companies, “R. Bee Crushing”, 
and “S.O.S. Oilfield Safety”.   The Civil Services LP specializes in mobile aggregate rock crushing 
and sand screening for gravel supply operations throughout Alberta and British Columbia operating a 
fleet of cone and jaw crusher units, conveyor and sand stacker units, loaders, dozers, tracked hoe 
excavators and articulated rock trucks.  The Civil Services LP also provides safety services including 
safety supervision and rental of safety air units and wash units provide for safety support during oil 
and gas drilling operations and plant turnarounds. 

 
Petrowest Rental Services LP 

 
The Rental Services LP operates under the new trade name of “Nu-Northern Tractor Rentals” and 
specializes in heavy equipment rentals to oil and gas companies, tar sand clients, and independent 
contractors working in the oil and gas, mining, logging, pulp and paper and civil construction 
industries.  The Rental Services LP operates a fleet of heavy equipment including dozers, tracked 
hoe excavators, articulated rock haulers, compactors, and side-boom pipelayers. 

 
Petrowest’s results are directly impacted by the overall health of the Alberta oil and gas industry.  The 
relative long term strength in the commodity market has steadily increased demand for the Trust’s 
services.   
 
The effects of weather usually have a direct impact on Petrowest.  Oil and gas drilling activity is generally 
stronger November through March.  Wet weather in the spring and early summer months hinder the 
activity, which regains strength in July and August.  Therefore, a longer, colder winter and drier spring 
and summer enhances operational results.  This year saw a relatively short spring break up and a drier 
summer than the 2005 season.  Accordingly, the Trust realized gains in revenue and Adjusted EBITDA 
over the 2005 season. 
 
The recent weakness in the stock markets and softening of North American gas prices have resulted in 
fears of industry activity slow downs.  The Trust operations are primarily in the deep gas market regions 
of the Western Canadian Sedimentary Basin and historically this region has been less impacted by 
cyclical swings in market prices due to the longer lead times in access, drilling and completion of planned 
wells.  Oil and gas producer companies have generally taken a longer term view of project work in the 
area the Trust works in and have not reduced activity in the Trust operating areas to the extent they may 
in shallow gas or coal bed methane development areas.   
 
Further, due to the nature of the Trust’s equipment and work specialty, and the nature of the pre-drilling 
and post completion phases of the well drilling cycle, during times of lower drilling activity, the Trust’s 
equipment has typically been utilized to remediate dry and abandoned oil and gas well sites.  
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Management of the Trust views this work capability as a counter cyclical buffer to downturns in oil and 
gas exploration activities. 
 
ACQUISITIONS 

 
The Trust was formed by a deed of trust dated July 6, 2006.  Petrowest pursuant to a prospectus dated 
August 28, 2006 issued units of the Trust and used the proceeds via its subsidiaries, to acquire 100% of 
the outstanding shares of the Acquired Companies listed below. The estimated purchase price of 
Acquired Companies calculated as the base purchase price plus working capital less debt was 
$230,934,992, subject to post closing adjustments for actual working capital and debt.  The purchase 
price was funded by payment of $103,284,052 in cash and the issuance of units by the Trust for proceeds 
of $127,650,940.  In conjunction with acquisitions, all debt and capital lease obligations were repaid by 
Petrowest through the use of proceeds from the offering. 
 
The Acquisition has been accounted for using the purchase method with the assets acquired and 
liabilities assumed recorded at preliminary estimates of fair value.  The final allocation of the purchase 
price will be based on the assets acquired and liabilities assumed at the effective date of the Acquisition 
based upon internal and/or independent asset valuations.  The purchase price has not yet been finalized 
and is subject to change.   A preliminary allocation of the consideration is as follows: 

 
Net assets acquired                   in $000’s 

  
Cash acquired on acquisition 4,684
Non-cash working capital acquired on acquisition 
Accounts receivable 38,325
Prepaid expenses 368
Inventories 4,319
Accounts payable and accrued liabilities (24,805)
Income taxes payable (174)
Property and equipment 84,085
Intangibles 55,151
Goodwill        99,104
  
Total      261,057

                    
 Consideration given for value of shares and shareholder loans of acquired companies 

      
Cash to vendors on closing 103,284
Purchase price adjustment 7,424
Retirement of long-term debt and capital lease obligations         22,698
  
 133,406
  
Trust Units  (12,765,094 units issued)      127,651
  
Total      261,057

           
Net working capital acquired on the Acquisition includes cash, accounts receivable, inventory, prepaid 
expenses, income taxes recoverable, bank indebtedness, accounts payable and accrued liabilities and 
income taxes payable.  The purchase price is affected by the changes in working capital, shareholder 
loans and long-term debt from the date specified in the purchase and sale agreement to the date of 
closing.  Changes in the balances for these items as the Trust realizes on the value of working capital 
assets will affect the net consideration paid by the Trust to the owners which is estimated to be 
$7,423,581.  These adjustments may be material.   
.   
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LIQUIDITY 
 
Working Capital 

$000s 

As at  
September 30, 

2006 
Cash and cash equivalents 12,894
Accounts receivable 37,004
Prepaid expenses and deposits 1,441
Inventory 3,895
Accounts payable and accrued liabilities (24,417)
Income taxes payable (168)
Distributions payable (2,168)
Purchase price adjustment (7,424)
 
Working capital   21,057

 
Working capital at September 30, 2006 was $21,057,246. This represents a working capital ratio of     
1.62 : 1.00. 
 
Purchase price adjustment  
 
The Accrued purchase price adjustment relates to changes in working capital, shareholder loans and 
long-term debt and obligations under capital leases and the sale of redundant assets from the values 
estimated in the purchase and sale agreements to the actual amounts at closing of the transaction.  The 
realization on these working capital, redundant assets items and final settlement of obligations will affect 
the net purchase price paid to the former shareholders of the Acquired Companies.  Management has 
estimated the value of the additional payable to the vendors on a net basis to be $7,423,581.  As the 
Trust realizes on the settlement of the various assets acquired this accrual is subject to change. 
 
FINANCING 
 
On November 10, 2006 Petrowest completed negotiations and entered into an agreement with certain 
financial lenders for an operating line of credit facility available for growth capital, acquisition and working 
capital needs in the amount of $60 million.  Amounts drawn on the facility bear interest at rates from 
prime + 0% to prime + 1% based on levels of funded debt to EBITDA and is secured by a general 
assignment of book debts. 
 
As at September 30, 2006 no debt instruments had been drawn upon. 
 
UNITHOLDERS EQUITY 
 
The Trust is authorized to issue an unlimited number of Trust Units.  Prior to the conversion of the 
Subordinated Units, holders of Trust Units will be entitled to receive per month distributions in priority to 
any payments on the Subordinated Units. 
 
The Trust is authorized to issue an unlimited number of Subordinated Units.  Distributions on the 
Subordinated Units will be subordinated in favour of Trust Units.  Distributions on the Subordinated Units 
will only be paid at the end of a fiscal quarter to the extent that: (i) the Trust has paid distributions per 
month of at least $0.10 per Trust Unit to holders of Trust Units during that quarter, and (ii) any deficiency 
in such distributions to holders of Trust Units during the preceding 12 months has been satisfied. 
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The Trust is authorized to issue an unlimited number of Special Voting Units which are not entitled to any 
distributions.  No Special Voting Units have been issued to date. 
. 
 

Issued 
   Outstanding  
Trust Units issued for cash net of issue 
costs 

14,000,000  $128,087  

Trust Units issued on acquisitions  12,765,094      127,651  
                        Total Units 26,765,094 255,738 
   
Subordinated Units  
Issued for cash    1,510,000        1,510 
Issued for promissory notes - 3,020 
Less: Amount issued for promissory notes                   -        (3,020) 
   
Basic and Fully Diluted  28,275,094   $ 257,248 

 
Trust Units were issued on closing of the initial public offering filed on August 28, 2006 at a price of 
$10.00 per unit.  Trust issue costs in conjunction with the offering were $11,913,358. 
 
The Trust issued to various insiders an aggregate of 1,510,000 Subordinated Units at a price of $3.00 per 
Subordinated Unit, $4,530,000 in the aggregate to be satisfied by payment of $1.00 in cash and $2.00 by 
way of a three-year promissory note that will be forgiven over three years if the subscriber remains as a 
director, officer or employee of Petrowest.  
 
FINANCIAL INSTRUMENTS 
 
Petrowest’s financial instruments consist of cash and cash equivalents, accounts receivable, accounts 
payable, accrued liabilities, purchase price adjustment payable and distributions payable.  As at 
September 30, 2006 there were no significant differences between the carrying amounts of these 
financial instruments and their estimate fair market value.  
 
CREDIT RISK 
 
Petrowest is exposed to credit risk on accounts receivables due from its customers.  Management 
routinely assesses the financial strengths of customers and monitors exposure for credit losses. 
 
RELATED PARTY TRANSACTIONS 
 
Petrowest paid rent for office space on a building owned by an executive officer of the company in the 
amount of $37,100. Transactions were estimated to equal fair market value. 
 
CRITICAL ACCOUNTING ESTIMATES AND ACCOUNTING POLICIES 
 
Critical Accounting Estimates 
 
As a normal part of the financial statement preparation process, management is required to make 
estimates and assumptions based on information available as at the financial statement date. These 
estimates and assumptions affect the reported amounts of assets and liabilities, the possible disclosure of 
contingent assets and liabilities at the date of the financial statements and the amount of revenue and 
expense reported for the period. 
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Although estimates and assumptions must be made during the financial statement preparation process, it 
is management's opinion that none of the estimates or assumptions were highly uncertain at the time they 
were made. The most significant estimate in Petrowest’s financial statements is the amortization period 
for property and equipment, valuation of assets in the purchase equation, assumptions used in the black 
scholes methodology and recoverability of accounts receivable. 
 
Accounting Policies 
 
Petrowest is made up of various subsidiaries and limited partnerships which for the purposes of these 
financial statements have been consolidated to reflect the operations relating to Petrowest.  These 
financial statements are stated in Canadian dollars and have been prepared by the management of 
Petrowest in conformity with Canadian generally accepted accounting principles (“GAAP”).  
 
a) Cash and cash equivalents 
 
 Included in cash and cash equivalents are bank overdrafts. 
 
b) Inventory 
 
 Inventory consists of gravel, spare equipment parts, tires, materials and supplies and is valued at 

the lower of cost and net realizable value with the cost being determined on a first-in, first-out 
basis. 

 
c) Property and Equipment 
 
 Property and equipment assets recorded on the acquisition of the Acquired Companies have 

been recorded at the estimated fair market value of the assets at the date of acquisition.  Property 
and equipment asset acquisitions incurred after the acquisition of the Acquired Companies are 
recorded at cost.   

 
 Amortization is applied to reduce the value of property and equipment to its estimated residual 

value over its estimated useful life on a declining balance basis annually or on an actual usage 
basis at the following rates. 

 
Buildings, portable buildings and fencing 2%-10%
Heavy equipment 5%-25%
Vehicles 25%-35%
Trailers 5%-25%
Equipment 15%-40%
Office Furniture and Equipment 20%-30%
Communications, computer hardware and software 30% - 

60%
 
 Management assesses the carrying amount of property and equipment assets for impairment 

when facts and circumstances indicate a potential impairment.  If it is determined the estimated 
net recoverable amount, measured by either market value, if applicable, or estimated by 
calculating the present value of expected cash flows from the asset, is less than the net carrying 
amount, a write-down to the asset’s fair value is recognized during the period. 

 
d) Goodwill 
 
 Goodwill represents the excess of purchase price of the Acquired Companies over fair value of 

net assets acquired and liabilities assumed.  Goodwill is not subject to amortization, but is tested 
for impairment on an annual basis, or more frequently if events occur that could result in 
impairment, by applying a fair value based test.  The amount of impairment is determined on a 
reporting unit basis by deducting the fair value of liabilities from the fair value of assets to 
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determine an implied goodwill.  This is then compared to the book value of goodwill.  Any goodwill 
impairment is recognized as an expense in the period the impairment is determined. 

 
e) Intangible assets 
 
 Intangible assets, consisting of acquired customer relationships, brand and trade names and non-

competition agreements are recorded at cost and amortized over their useful lives, which is 
estimated to be between 5 and 10 years.  Intangible assets are regularly evaluated by comparing 
their applicable estimated future net cash flows to the unamortized net book value of the 
intangible asset.  Any impairment would be charged to income in that period. 

 
f) Revenue recognition 
 
 Petrowest’s services are generally sold based upon contractual agreements or purchase orders 

with the customer that include fixed or determinable prices.  Revenue is recognized when 
services are rendered or over the rental period and when collection can be reasonably assured. 

 
g) Use of estimates 
 
 The preparation of financial statements in accordance with Canadian generally accepted 

accounting principles requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the 
period.  By their nature, these estimates are subject to measurement uncertainty and the effect 
on the financial statements of changes in such estimates in future periods could be significant.  
These estimates are reviewed periodically and as adjustments become necessary they are 
reported in earnings in the period in which they become known. Such estimates including 
providing initial valuation of assets on the acquisition of the Acquired Companies, amortization of 
property and equipment and intangibles, recoverability of accounts receivable, valuation of 
intangible assets and goodwill are the areas most subject to estimation.  Actual results could 
differ from these estimates. 

 
h) Income taxes 
 
 Petrowest, and its operating entities, are taxable entities under the Income Tax Act of Canada; 

however they are currently taxable only on income that is not distributed or distributable to the 
unit holders.  As the Trust currently distributes all of its taxable income to the unit holders, no 
provision for income taxes has been made in these consolidated financial statements.  Recent 
proposed changes to the Income Tax Act of Canada will result in a change to the status of Trust 
with respect to income taxes being levied on distributions after January 1, 2011.  

 
i) Stock based compensation 
 
 Options to purchase Trust units granted under the Unit Option Plan are described in Note 8 of 

these financial statements.  Unit based compensation is recognized in accordance with the fair-
value based method of accounting.  Compensation expense for unit options awarded under the 
plan is measured at estimated fair value at the grant date.  This is done using a Binomial 
valuation model and is recognized as unit-based compensation expense over the vesting period 
of the options granted. 

 
j) Per Unit amounts 
 
 Basic per unit amounts are calculated using the weighted average number of Trust Units 

outstanding during the period.  Diluted per Unit amounts are calculated by adding potentially 
dilutive option units to the weighted average number of Trust Units outstanding during the period 
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using the treasury stock method.  Potentially dilutive option units are only considered dilutive and 
added if, and to the extent that they are “in the money”.  Under this method, the diluted weighted 
average number of units is calculated assuming the proceeds for the exercise of the dilutive 
option units are purchased at the average market price for the period.  

 
KEY RISKS AND UNCERTAINTIES 

Volatility of Industry Conditions 
The demand, pricing and terms for energy services largely depend upon the level of industry activity for 
Canadian natural gas and, to a lesser extent, oil exploration and development.  Industry conditions are 
influenced by numerous factors over which Petrowest will have no control, including: the level of oil and gas 
prices; expectations about future oil and gas prices; the cost of exploring for, producing and delivering oil 
and gas; the expected rates of declining current production; the discovery rates of new oil and gas 
reserves; available pipeline and other oil and gas transportation capacity; worldwide weather conditions; 
global political, military, regulatory and economic conditions; and the ability of oil and gas companies to 
raise equity capital or debt financing. 

The level of activity in the Canadian oil and gas exploration and production industry is volatile.  No 
assurance can be given that expected trends in oil and gas production activities will continue or that 
demand for energy services will reflect the level of activity in the industry.  Any prolonged substantial 
reduction in oil and natural gas prices would likely affect oil and gas production levels and therefore affect 
the demand for services to oil and gas customers.  A material decline in oil or gas prices or Canadian 
industry activity could have a material adverse effect on Petrowest's business, financial condition, results 
of operations and cash flows and therefore on the distributions to Unitholders. 

Seasonality 
In Canada, the level of activity in the energy services industry is influenced by seasonal weather patterns.  
Spring breakup during the second quarter leaves many secondary roads temporarily incapable of 
supporting the weight of heavy equipment, which results in severe restrictions in the level of energy 
services.  The duration of this period will have a direct impact on the level of Petrowest's activities.  Spring 
breakup occurs earlier in the year in southeastern Alberta than it does in northern Alberta and British 
Columbia.  The timing and duration of spring breakup are dependant on weather patterns but it generally 
occurs in April and May.  Additionally, if an unseasonably warm winter prevents sufficient freezing, 
Petrowest may not be able to access well sites and its operating results and financial condition may 
therefore be adversely affected.  The demand for energy services may also be affected by the severity of 
the Canadian winters.  In addition, during excessively rainy periods, equipment moves may be delayed, 
thereby adversely affecting revenues.  The volatility in the weather and temperature can therefore create 
unpredictability in activity and utilization rates, which can have a material adverse effect on Petrowest's 
business, financial condition, results of operations and cash flows and therefore on the distributable 
income to be distributed to Unitholders. 

Capital Expenditures 
Petrowest operates in a capital intensive business.  There can be no assurance that the actual capital 
costs incurred by Petrowest will not be higher than anticipated.  In particular, Petrowest will be subject to 
capital costs that it has little control over, including, but not limited to, the cost of the equipment required 
by Petrowest's business.  Any material increase in capital costs may materially affect Petrowest's 
business, financial conditions, results of operations and cash flows, and therefore the distributable income 
to be distributed to Unitholders. 

Changes in Legislation 
There can be no assurance that income tax laws and other governmental programs relating to the oil and 
gas industry and the energy services industry, such as the status of mutual fund Trusts, will not be 
changed in a manner which adversely affects Unitholders.  Recent proposed changes to the Income Tax 
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Act of Canada will result in a change to the status of Trust with respect to income taxes being levied on 
distributions after January 1, 2011.  
 
Absence of Financial History 
The Trust has only been carrying on business as a consolidated entity since September 7, 2006, the date 
the Acquired Companies were acquired by the Trust.  As such, management has had limited time to 
integrate the financial controls and procedures of the Trust with the Acquired Companies.  Difficulties in 
integrating the financial controls and procedures and deficiencies in financial and internal controls and 
procedures in respect of the Acquired Companies may have a negative effect on the Trust and its 
operations. 
 

Additional risks are detailed in the Trust’s prospectus dated August 28, 2006 
which is available in electronic form at www.sedar.com 

 
OUTLOOK  
 
The Trust is starting the process of building a strong presence in the Grande Prairie region of northern 
Alberta.  The acquisition of nine service companies and the integration efforts are well underway.  
Management believes that growth potential exists not only organically but also by acquisitions and both 
strategies will be pursued over the next number of months.  Managements’ objective is solid growth 
designed to provide sustainable distributions and accretive growth on a per unit basis. 
 

Submitted on behalf of: 

“signed”  “signed” 
 
Ken Drysdale  John Paul CA 
President and Chief Executive Officer Chief Financial Officer 

  

 
 
 
 
 
 
 
 

 
ADDITIONAL CORPORATE INFORMATION 

Additional information relating to the Trust can be found on SEDAR at 
www.sedar.com and on the Trust’s website at www.Petro-west.com 

. 
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Petrowest Energy Services Trust 
Consolidated Balance Sheet          
September 30, 2006 
(Unaudited) 
“These financial statements have not been reviewed or audited on behalf of the unitholders by the 
Company’s independent external auditors, PricewaterhouseCoopers LLP” 
 
Assets 
 

                
$000’s 

Current assets  
Cash       12,894
Accounts receivable       37,004
Prepaid Expenses        1,441
Inventory             3,895
 
       55,234
 
Property and equipment (note 5)       81,308
 
Intangible assets (note 6)       54,479
 
Goodwill (note 4)          99,104
 
        290,125
 
 

Liabilities 
 
Current liabilities 
Accounts payable and accrued liabilities      24,417
Income taxes payable         168
Distributions payable       2,168
Purchase price adjustment payable (note 4)            7,424
 
 34,177
 

Unitholders’ Equity 
 
Units (note 7) 257,248
Contributed surplus 106
Accumulated earnings 762
Accumulated cash distributions to unitholders        (2,168)
 
       255,948
 
       290,125
Commitments (note 11)  

 
Approved on behalf of the board: 
       “Signed”   “Signed” 
            Ken Drysdale    Gerald Romanzin   

 
See accompanying notes to the consolidated financial statements
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Petrowest Energy Services Trust 
Consolidated Statement of Earnings         
From the period July 6, 2006 to September 30, 2006  (1) 
(Unaudited) 

 
 

                   
$000’s 

 
Revenue 
 

 
       10,907

 
Expenses 
Operating expenses 7,755
General and administrative 507
Interest and bank fees 132
Amortization            1,814
 
         10,208
 
 699

Other income 
Gain on disposal of property and equipment 58
Interest income                 5
 
               63
 
Net earnings for the period, being accumulated earnings end of period             762
 
Net earnings per unit- basic and diluted (note 7)       $ 0.027
 
  
 
  

See accompanying notes to the consolidated financial statements  
(1) Commercial operations of the Trust commenced September 7, 2006.
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Petrowest Energy Services Trust 
Consolidated Statement of Cash Flows        
From the period July 6, 2006 to September 30, 2006(1) 
(Unaudited) 
 
 $000’s
Cash provided by (used in)  
  

Operating activities  
Net earnings for the period 762
Items not affecting cash 
         Amortization 1,814
         Unit based compensation 106
         (Gain) on disposal of  
           property and equipment 

 
                (58)

  
 2,624
Changes in non-cash working capital 
        Accounts receivable             1,321
        Prepaid expenses (1,073)
        Inventory 424
        Accounts payable and accrued liabilities (388)
        Income taxes payable                  (6)
  
                 278
  
              2,902
Financing activities 
        Issue of trust units – net of costs          129,597
  
  

Investing activities 
       Acquisition of Acquired Companies- cash to vendors net of cash 

acquired 
(98,600)

       Retirement of acquired debt (22,698)
       Proceeds on property disposals 2,610
       Purchase of property and equipment               (917)
  
        (119,605)
 
Increase (decrease) in cash 12,894
  

Cash, beginning of period                      -
  

Cash, end of period            12,894
  
Supplementary information 
Interest paid $              132
Income taxes paid $                   -
  
Non cash transaction  
Units issued on acquisition (note 4) $       127,651

 
See accompanying notes to the consolidated financial statements  
(1) Commercial operations of the Trust commenced September 7, 2006.
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Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 
 
1 Nature of the Organization 
 

Petrowest Energy Services Trust (“Petrowest”) is an open-ended unincorporated mutual fund 
trust established under and governed by the laws of the Province of Alberta pursuant to the Deed 
of Trust dated July 6, 2006 and commenced commercial operations on September 7, 2006. 
 
Petrowest was created to hold, indirectly, controlling limited partner interests, hold the common 
shares in the general partner and invest in the businesses noted below.  Petrowest is a business 
trust operating an energy services business through its indirect subsidiaries.  Unitholders hold 
Units of Petrowest which in turn holds a 100% beneficial interest in the Petrowest Business Trust 
(the “Business Trust”).  The Business Trust, via four limited partnerships with Petrowest Energy 
Services General Partner Ltd. as the general partner, hold the assets of the businesses 
historically operated by the Acquired Companies noted below.  The four limited partnerships are 
involved in the construction, transportation, civil services, and rentals industries. 
 
Pursuant to a prospectus dated August 28, 2006 the Trust issued units of the Trust and used the 
proceeds via its subsidiaries, to acquire 100% of the outstanding shares of the Acquired 
Companies. The base purchase price of Acquired Companies was $230,934,992, subject to 
closing adjustments.  The purchase price was funded by payment of $103,284,052 in cash and 
the issuance of units by the Trust for proceeds of $127,650,940.   
 
The acquired assets representing the assets and business operations of the various Acquired 
Companies were then transferred to the four limited partnerships as follows. 
 
       
Petrowest Rental Services LP   

Northern Tractor Sales and Rental Co. Ltd. and 
Fitzpatrick Co. Ltd. (“Northern Tractor”) 

     Neuwest Equipment rentals Inc. (“Neuwest”) 
 
Petrowest Transportation  LP 
 404434 Alberta Corporation, 756171 Alberta Corp. and 

756169 Alberta Corp. (“D&D”) 
Murtron Hauling Ltd. and 815431 Alberta Ltd. (“Murtron”)  

 
Petrowest Construction LP 

Roy Larson Construction Ltd. (“Roy Larson”) 
 Gordon Bros. Construction Ltd. and 332691 Alberta Ltd. 

(“332691”) 
310423 Alberta Ltd. (“310423”) operating as Wales 
Contracting Ltd. 

Petrowest Civil Services LP 
R. Bee Crushing Ltd., Bernet Venture Ltd. and Dal Finn 
Holdings Ltd. (“R. Bee”) 
Safetymaster Rentals Corp. (“Safetymaster”) 

 
(collectively, the “Acquired Companies”) 
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Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 
 
1 Nature of the Organization- continued 

 
Petrowest began publicly trading on the Toronto Stock Exchange on September 7, 2006 under 
the trading symbol PRW.UN. 
 

 All operations of Petrowest are located in Western Canada, primarily in northwestern Alberta and 
northeastern British Columbia, and provide services to the crude oil, tar sand and natural gas 
exploration and production customers.  In addition Petrowest provides services to the lumber, 
pulp and paper industries and various municipal, governmental and commercial customers for 
work on infrastructure development. 

 
2 Summary of Significant Accounting Policies 
 

Petrowest is made up of various subsidiaries and limited partnerships which for the purposes of 
these financial statements have been consolidated to reflect the operations relating to Petrowest.  
These financial statements are stated in Canadian dollars and have been prepared by the 
management of Petrowest in conformity with Canadian generally accepted accounting principles 
(“GAAP”).  
 
a) Cash and cash equivalents 

 
Included in cash and cash equivalents are bank overdrafts. 
 

b) Inventory 
 

Inventory consists of gravel, spare equipment parts, tires, materials and supplies and is 
valued at the lower of cost and net realizable value with the cost being determined on a 
first-in, first-out basis. 
 

c) Property and Equipment 
 

Property and equipment assets recorded on the acquisition of the Acquired Companies 
have been recorded at the estimated fair market value of the assets at the date of 
acquisition.  Property and equipment asset acquisitions incurred after the acquisition of 
the Acquired Companies are recorded at cost.   

 
Amortization is applied to reduce the value of property and equipment to its estimated 
residual value over its estimated useful life on a declining balance basis annually or on an 
actual usage basis at the following rates. 
 

Buildings, portable buildings and fencing 2%-10%
Heavy equipment 5%-25%
Vehicles 25%-35%
Trailers 5%-25%
Equipment 15%-40%
Office Furniture and Equipment 20%-30%
Communications, computer hardware and software 30%-60%

 



 

- 22 - 

Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 
 

2 Summary of Significant Accounting Policies-continued 
 
Management assesses the carrying amount of property and equipment assets for 
impairment when facts and circumstances indicate a potential impairment.  If it is 
determined the estimated net recoverable amount, measured by either market value, if 
applicable, or estimated by calculating the present value of expected cash flows from the 
asset, is less than the net carrying amount, a write-down to the asset’s fair value is 
recognized during the period. 

 
d) Goodwill 

 
Goodwill represents the excess of purchase price of the Acquired Companies over fair 
value of net assets acquired and liabilities assumed.  Goodwill is not subject to 
amortization, but is tested for impairment on an annual basis, or more frequently if events 
occur that could result in impairment, by applying a fair value based test.  The amount of 
impairment is determined on a reporting unit basis by deducting the fair value of liabilities 
from the fair value of assets to determine an implied goodwill.  This is then compared to 
the book value of goodwill.  Any goodwill impairment is recognized as an expense in the 
period the impairment is determined. 

 
e) Intangible assets 

 
Intangible assets, consisting of acquired customer relationships, brand and trade names 
and non-competition agreements are recorded at cost and amortized over their useful 
lives, which is estimated to be between 5 and 10 years.  Intangible assets are regularly 
evaluated by comparing their applicable estimated future net cash flows to the 
unamortized net book value of the intangible asset.  Any impairment would be charged to 
income in that period. 

 
f) Revenue recognition 

 
Petrowest’s services are generally sold based upon contractual agreements or purchase 
orders with the customer that include fixed or determinable prices.  Revenue is 
recognized when services are rendered or over the rental period and when collection can 
be reasonably assured. 

 
g) Use of estimates 

 
The preparation of financial statements in accordance with Canadian generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities, disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the period.  By their nature, these estimates are subject to 
measurement uncertainty and the effect on the financial statements of changes in such 
estimates in future periods could be significant.  These estimates are reviewed 
periodically and as adjustments become necessary they are reported in earnings in the 
period in which they become known. Such estimates including providing initial valuation 
of assets on the acquisition of the Acquired Companies, amortization of property and 
equipment and intangible assets, recoverability of accounts receivable, valuation of 
intangible assets and goodwill are the areas most subject to estimation.  Actual results 
could differ from these estimates. 
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Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 

 
2 Summary of Significant Accounting Policies -continued 

 
h) Income taxes 

 
Petrowest, and its operating entities, are taxable entities under the Income Tax Act of 
Canada; however they are currently taxable only on income that is not distributed or 
distributable to the unit holders.  As the Trust currently distributes all of its taxable income 
to the unit holders, no provision for income taxes has been made in these consolidated 
financial statements.  Recent proposed changes to the Income Tax Act of Canada will 
result in a change to the status of Trust with respect to income taxes being levied on 
distributions after January 1, 2011.  

 
i) Stock based compensation 

 
Options to purchase Trust units granted under the Unit Option Plan are described in Note 
8 of these financial statements.  Unit based compensation is recognized in accordance 
with the fair-value based method of accounting.  Compensation expense for unit options 
awarded under the plan is measured at estimated fair value at the grant date.  This is 
done using a Binomial valuation model and is recognized as unit-based compensation 
expense over the vesting period of the options granted. 

 
j) Per Unit amounts 
 

Basic per unit amounts are calculated using the weighted average number of Trust Units 
outstanding during the period.  Diluted per Unit amounts are calculated by adding 
potentially dilutive option units to the weighted average number of Trust Units outstanding 
during the period using the treasury stock method.  Potentially dilutive option units are 
only considered dilutive and added if, and to the extent that they are “in the money”.  
Under this method, the diluted weighted average number of units is calculated assuming 
the proceeds for the exercise of the dilutive option units are purchased at the average 
market price for the period.  

 
3 Seasonality 
 

Petrowest’s operations are in northern Alberta and northeast British Columbia.  Accordingly the 
operations are susceptible to the impacts of the seasons.  Quarter one is in the winter months 
and is subject to frozen conditions, periods of extreme cold and snow.  This is typically an 
extremely busy quarter for oil and gas exploration and development as drilling activity focuses on 
areas located in muskeg and swamp type conditions not normally accessible in a non frozen 
state.  Quarter two is generally the slowest period for Trust operations.  Spring time melt 
conditions result in soft wet ground generally referred to as spring breakup, and the 
implementation of road bans which prevent heavy load transportation on roadways.  Quarter 
three encompasses the summer months, and Trust activity is average with work relating to oil and 
gas projects in areas that do not entail access through muskeg.  Quarter four starts out similar to 
the summer activity and ramps up as the ground freezes and access is permitted. 
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Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 
 

4 Acquisitions 
 

Petrowest pursuant to a prospectus dated August 28, 2006 issued units of the Trust and used the 
proceeds via its subsidiaries, to acquire 100% of the outstanding shares of the Acquired 
Companies listed below. The estimated purchase price of Acquired Companies calculated as the 
base purchase price plus working capital less debt was $230,934,992, subject to post closing 
adjustments for actual working capital and debt.  The purchase price was funded by payment of 
$103,284,052 in cash and the issuance of units by the Trust for proceeds of $127,650,940.  In 
conjunction with acquisitions, all debt and capital lease obligations were repaid by Petrowest 
through the use of proceeds from the offering. 
 

  (collectively, the “Acquired Companies”) 
  

Northern Tractor Sales and Rental Co. Ltd. and Fitzpatrick Co. Ltd. (“Northern Tractor”) 
 Neuwest Equipment rentals Inc. (“Neuwest”) 

404434 Alberta Corporation, 756171 Alberta Corp. and 756169 Alberta Corp. (“D&D”) 
Murtron Hauling Ltd. and 815431 Alberta Ltd. (“Murtron”)  
Roy Larson Construction Ltd. (“Roy Larson”) 
Gordon Bros. Construction Ltd. and 332691 Alberta Ltd. (“332691”) 
310423 Alberta Ltd.  (“310423”) operating as Wales Contracting Ltd. 
R. Bee Crushing Ltd., Bernet Venture Ltd. and Dal Finn Holdings Ltd. (“R. Bee”) 
Safetymaster Rentals Corp. (“Safetymaster”) 

 

The acquisitions have accounted for using the purchase method with the assets acquired and 
liabilities assumed recorded at preliminary estimates of fair value.  The final allocation of the 
purchase price will be based on the assets acquired and liabilities assumed at the effective date 
of the Acquisition based upon internal and/or independent asset valuations.  The purchase price 
has not yet been finalized and is subject to change.   A preliminary allocation of the consideration 
is as follows: 
 

Net assets acquired       
Cash acquired on acquisition 4,684
Non-cash working capital acquired on acquisition 
Accounts receivable 38,325
Prepaid expenses 368
Inventories 4,319
Accounts payable and accrued liabilities (24,805)
Income taxes payable (174)
Property and equipment 84,085
Intangibles 55,151
Goodwill        99,104
  
Total      261,057

                  

Consideration given for value of shares and shareholder loans of acquired companies  

Cash to vendors on closing 103,284
Purchase price adjustment 7,424
Retirement of long-term debt and capital lease obligations         22,698
  
 133,406
  
Trust Units  (12,765,094 units issued)      127,651
  
Total      261,057
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Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 

 

4 Acquisitions - continued 
       

Net working capital acquired on the Acquisition includes cash, accounts receivable, inventory, 
prepaid expenses, income taxes recoverable, bank indebtedness, accounts payable and accrued 
liabilities and income taxes payable.  The purchase price is affected by the changes in working 
capital, shareholder loans and long-term debt from the date specified in the purchase and sale 
agreement to the date of closing.  Changes in the balances for these items as the Trust realizes 
on the value of working capital assets will affect the net consideration paid by the Trust to the 
owners which is estimated to be $7,423,581.  These adjustments may be material.   
 

5 Property and Equipment 
  

Cost 
Accumulated 
Amortization 

Net Book 
Value 

Buildings, portable buildings and fencing 1,673 12 1,661
Heavy equipment 56,388 748 55,640
Vehicles 6,894 145 6,749
Trailers 7,048 58 6,990
Equipment 7,869 98 7,771
Office Furniture and Equipment 2,516 79 2,437
Communications, computer hardware and software         62               2             60
 
Total 

 
 

82,450

 
       1,142 

 
     81,308

 

6 Intangible Assets 
  

 Amortization 
Term 

Cost Accumulated 
Amortization 

Net Book 
Value 

Non Competition Agreements 5 yrs S.L. 25,576 426 25,150
Brand and Trade Names 10 yrs S.L. 5,389 45 5,344
Customer Relationships 10 yrs S.L.       24,186           201        23,985
     

Total       55,151           672        54,479
 

7 Unitholders’ Capital 
 

a) Unitholders’ Capital 
Authorized 

 

The Trust is authorized to issue an unlimited number of Trust Units.  Prior to the conversion 
of the Subordinated Units, holders of Trust Units will be entitled to receive per month 
distributions in priority to any payments on the Subordinated Units. 
 
The Trust is authorized to issue an unlimited number of Subordinated Units.  Distributions on 
the Subordinated Units will be subordinated in favour of Trust Units.  Distributions on the 
Subordinated Units will only be paid at the end of a fiscal quarter to the extent that: (i) the 
Trust has paid distributions per month of at least $0.10 per Trust Unit to holders of Trust Units 
during that quarter, and, (ii) any deficiency in such distributions to holders of Trust Units 
during the preceding 12 months has been satisfied. 
 

The Trust is authorized to issue an unlimited number of Special Voting Units which are not 
entitled to any distributions.  No Special Voting Units have been issued to date. 
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Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 

 

7 Unitholders’ Capital - continued 
Issued 
   Outstanding  
Trust Units issued for cash net of issue costs 14,000,000 $ 128,087  
Trust Units issued on acquisitions  12,765,094     127,651  
                        Total Units 26,765,094 255,738 
   
Subordinated Units  
Issued for cash    1,510,000        1,510 
Issued for promissory notes - 3,020 
Less: Amount issued for promissory notes                   -        (3,020) 
   
Basic and Fully Diluted  28,275,094   $ 257,248 

 

Trust Units were issued on closing of the initial public offering filed on August 28, 2006 at a 
price of $10.00 per unit.  Trust issue costs in conjunction with the offering were $ 11.9 million. 

 

The Trust issued to various insiders an aggregate of 1,510,000 Subordinated Units at a price 
of $3.00 per Subordinated Unit, $4,530,000 in the aggregate to be satisfied by payment of 
$1.00 in cash and $2.00 by way of a three-year promissory note that will be forgiven over 
three years if the subscriber remains as a director, officer or employee of Petrowest.  

 

8  Stock Based Compensation 
 

Petrowest implemented a stock option plan whereby options to acquire Trust Units may be 
granted to directors, officers, employees and consultants. 
 

The aggregate number of Trust units issuable upon the exercise of options outstanding under the 
plan at any time may not exceed 10% of the issued and outstanding Trust Units.  The period 
during which an option granted under the Plan is exercisable may not exceed five years from the 
date such option is granted.  The options issued under the Plan vest 1/3 after one year, 1/3 after 
two years and 1/3 after three years. 

 

 As at September 30, 2006 Number of options 
outstanding

Weighted average 
exercise price

Granted – September 7, 2006  2,605,000 $10.00
Expired - -
 
Outstanding, September 30, 2006 

 2,605,000 $10.00

Exercisable, September 30, 2006 - -
 
 The total value of stock-based compensation for options issued to employees and directors was 

calculated using a binomial option pricing model to estimate the fair value of stock options on the 
date of grant.  The assumptions made for the options granted in 2006 are as follows. 

 
Expected volatility 40.0 %
Risk-free interest rate 4.2 %
Expected life of options 5 years
Dividend yield 12.0 %

 

 The Trust recorded compensation expense and contributed surplus of $105,922 for the period 
September 7, 2006 to September 30, 2006 which is recorded in general and administrative 
expenses. 



 

- 27 - 

Petrowest Energy Services Trust 
Notes to Consolidated Financial Statements        
As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 
 
9 Related party Transactions 

 
Petrowest paid rents for office space for a building owned by an executive officer of the company 
in the amount of $37,100.  Transactions were estimated to equal fair market value. 

 
10 Financial Instruments 
 

Fair values of financial assets and liabilities 
 Petrowest’s financial instruments consist of cash and cash equivalents, accounts receivable, 

accounts payable, accrued liabilities, purchase price adjustment payable and distributions 
payable.  As at September 30, 2006 there were no significant differences between the carrying 
amounts of these financial instruments and their estimate fair market value.  

 
 Credit Risk 
 Petrowest’s is exposed to credit risk on accounts receivables due from its customers.  

Management routinely assesses the financial strengths of customers and monitors exposure for 
credit losses. 

 
11 Commitments  
 

The Trust has entered into operating leases for office and shop premises and equipment that 
provide for minimum annual lease payments as follows: 
 

  
2006 2,822 
2007 7,608 
2008 6,281 
2009 4,984 
2010 3,192 
2011 1,971 
2012 255 

 
12 Segmented Information 
 

The Trust determines its reportable segments base on the structure of its operations, which are 
primarily focused on four principal business segments – Road and Lease Construction, 
Transportation, Civil Services and Equipment Rentals.  The accounting policies followed by these 
business segments are the same as those described in the summary of significant accounting 
policies.  The following is selected financial information for each business segment. 
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As at and for the period July 6, 2006 to September 30, 2006 (Note 1) - Unaudited 
(all tabular amounts in $000’s) 
 

Revenue  
     Road and Lease Construction 2,520 
     Transportation 3,726 
     Civil Services 3,697 
     Equipment Rentals            964 
  
                        Total       10,907 
  
Operating expenses and general and 
administrative 

 

     Road and Lease Construction 1,857 
     Transportation 3,052 
     Civil Services 2,242 
     Equipment Rentals 604 
     Corporate           507 
  
                        Total        8,262 
  

  
Net Income  
     Road and Lease Construction 49 
     Transportation 294 
     Civil Services 955 
     Equipment Rentals 98 
     Corporate          (634) 
  
                       Total             762 
  

  
Selected balance sheet 
items 

 
Construction 

 
Transportation 

 
Civil 

 
Rentals 

          
     Property and equipment 30,037 18,845 23,665 8,761 
     
     Intangibles 15,596 9,369 20,318 9,196 
     
     Goodwill 28,851 31,952 26,402 11,899 
     
     Total Assets 86,331 89,802 79,891 34,101 

 
13 Subsequent Event 
 

On November 10, 2006 Petrowest completed negotiations and entered into an agreement with 
certain financial lenders for an operating line of credit facility available for growth capital, 
acquisition and working capital needs in the amount of $60 million.  Amounts drawn on the facility 
bear interest at rates from prime +0% to prime +1% based on levels of funded debt to EBITDA 
and is secured by a general assignment of book debts. 

 


