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MANAGEMENT’S DISCUSSION AND ANALYSIS

Management’s Discussion and Analysis for the three and nine month periods ended September 30, 2017 of Precision Drilling
Corporation (“Precision” or the “Corporation”) prepared as at October 26, 2017 focuses on the unaudited Interim Consolidated
Financial Statements and related notes and pertains to known risks and uncertainties relating to the oilfield services sector. This
discussion should not be considered all-inclusive as it does not include all changes regarding general economic, political,
governmental and environmental events. This discussion should be read in conjunction with the Corporation’s 2016 Annual Report,
Annual Information Form, unaudited September 30, 2017 Interim Consolidated Financial Statements and related notes.

This report contains “forward-looking information and statements” within the meaning of applicable securities laws. For a full
disclosure of the forward-looking information and statements and the risks to which they are subject, see the “Cautionary
Statement Regarding Forward-Looking Information and Statements” on page 18 of this report. This report contains references to
Adjusted EBITDA, Operating Earnings (Loss) and Funds Provided By (Used In) Operations. These terms do not have standardized
meanings prescribed under International Financial Reporting Standards (IFRS) and may not be comparable to similar measures
used by other companies, see “Non-GAAP Measures” on page 17 of this report.

Precision Drilling announces 2017 third quarter financial results:

e Third quarter revenue of $315 million was an increase of 47% over the prior year comparative quarter.

e Third quarter earnings before income taxes, gain on repurchase of unsecured senior notes, finance charges, foreign
exchange, and depreciation and amortization (adjusted EBITDA see “NON-GAAP MEASURES”) of $73 million was 77%
higher than the third quarter of 2016.

e Third quarter net loss of $26 million ($0.09 per share) compared with a net loss of $47 million ($0.16 per share) in the
third quarter of 2016.

e Third quarter capital expenditures were $23 million, with full year capital spending expected to be $104 million.



SELECT FINANCIAL AND OPERATING INFORMATION

Adjusted EBITDA and funds provided by operations are Non-GAAP measures. See “NON-GAAP MEASURES.”

Financial Highlights

Three months ended September 30,
(Stated in thousands of Canadian dollars,

Nine months ended September 30,

except per share amounts) 2017 2016 % Change 2017 2016 % Change
Revenuel 314,504 213,668 47.2 974,037 700,580 39.0
Adjusted EBITDA®R 73,239 41,411 76.9 214,067 163,075 31.3
Adjusted EBITDA® % of revenue 23.3% 19.4% 22.0 23.3%
Net loss (26,287) (47,377) (44.5) (85,031) (124,937) (31.9)
Cash provided by operations 56,757 17,515 224.0 93,266 150,354 (38.0)
Funds provided by operations 85,140 31,688 168.7 155,612 93,909 65.7
Capital spending:
Expansion 2,336 67,672 (96.5) 10,980 133,605 (91.8)
Upgrade 7,168 4,902 46.2 34,102 6,335 438.3
Maintenance and infrastructure 13,014 5,588 1329 27,965 18,807 48.7
Proceeds on sale (4,273) (2,125) 101.1 (10,054) (5,830) 72.5
Net capital spending 18,245 76,037 (76.0) 62,993 152,917 (58.8)
Loss per share:
Basic and diluted (0.09) (0.16) (43.8) (0.29) (0.43) (32.6)

(1) Prior year comparatives have changed to conform to current year presentation. For detail see “RECAST OF COMPARATIVE FINANCIAL INFORMATION.”

(2) See “NON-GAAP MEASURES.”

Operating Highlights

Three months ended September 30,

Nine months ended September 30,

2017 2016 % Change 2017 2016 % Change

Contract drilling rig fleet 256 253 1.2 256 253 1.2
Drilling rig utilization days:

Canada 4,487 2,853 57.3 13,945 8,050 73.2

u.s. 5,593 2,689 108.0 15,114 7,773 94.4

International 736 644 14.3 2,184 2,044 6.8
Revenue per utilization day:

Canada M@ (Cdns) 19,980 21,046 (5.1) 21,092 25,214 (16.3)

U.S.106) (Uss) 19,026 24,343 (21.8) 19,732 28,374 (30.5)

International (USS) 50,528 43,879 15.2 50,214 43,191 16.3
Operating cost per utilization day:

Canada' (Cdns) 13,656 14,107 (3.2) 13,764 14,815 (7.1)

u.s. W (uss) 12,591 15,456 (18.5) 13,917 16,097 (13.5)
Service rig fleet 210 163 28.8 210 163 28.8
Service rig operating hours 42,653 26,588 60.4 128,523 66,281 93.9
Revenue per operating hour (CdnS) 638 599 6.5 635 654 (2.9)

(1) Prior year comparatives have changed to conform to current year presentation. For detail see “RECAST OF COMPARATIVE FINANCIAL INFORMATION.”

(2) Includes lump sum revenue from contract shortfall.
(3) Comparatives and nine month period ended September 30, 2017 includes revenue from idle but contracted rig days.



Financial Position

(Stated in thousands of Canadian dollars, except ratios)

September 30, 2017

December 31, 2016

Working capital 266,159 230,874
Cash 131,742 115,705
Long-term debt® 1,777,667 1,906,934
Total long-term financial liabilities 1,801,212 1,946,742
Total assets 3,967,987 4,324,214
Long-term debt to long-term debt plus equity ratio® 0.49 0.49

(1) Net of unamortized debt issue costs.

RECAST OF COMPARATIVE FINANCIAL INFORMATION

During the third quarter of 2017, we changed our treatment of how certain amounts that were historically netted against operating
expense should be classified. In particular, certain amounts that were historically netted against operating expenses are now
treated as revenue, with a corresponding increase to operating expenses. The primary nature of these amounts related to
additional labour above our standard drilling crew configuration, subsistence allowances paid to the drilling crew which varies
depending on whether the crews were staying in a camp or hotel and equipment rental. As a result, previously reported revenues
and operating expenses were understated by equivalent amounts.

To conform to current year presentation, certain immaterial reclassifications between operating and general administrative
expenses have also been made in the comparative periods.

As a result of these reclassifications, we have recast prior year’s comparative amounts as follows:

Three months ended September 30, 2016 As previously Revenue Expense
(Stated in thousands of Canadian dollars except per day amounts) reported recast recast As recast
Revenue 201,802 11,866 - 213,668
Expenses:
Operating 137,935 11,866 576 150,377
General and administrative 21,748 - (576) 21,172
Restructuring 708 - - 708
Adjusted EBITDA® 41,411 - - 41,411
(1) See “NON-GAAP MEASURES.”
Revenue per utilization day:
Canada (Cdn$) 17,523 3,523 - 21,046
U.S. (USS) 23,826 517 - 24,343
International (USS) 43,879 - - 43,879
Operating cost per utilization day:
Canada (Cdn$) 10,584 3,523 - 14,107
U.S. (USS) 14,939 517 - 15,456




Nine months ended September 30, 2016 As previously Revenue Expense
(Stated in thousands of Canadian dollars except per day amounts) reported recast recast As recast
Revenue 667,508 33,072 - 700,580
Expenses:
Operating 419,914 33,072 2,146 455,132
General and administrative 78,765 - (2,146) 76,619
Restructuring 5,754 - - 5,754
Adjusted EBITDA 163,075 - - 163,075
(1) See “NON-GAAP MEASURES.”
Revenue per utilization day:
Canada (Cdn$) 21,792 3,422 - 25,214
U.S. (USS) 27,842 532 - 28,374
International (USS) 43,191 - - 43,191
Operating cost per utilization day:
Canada (Cdn$) 11,393 3,422 - 14,815
U.S. (USS) 15,565 532 - 16,097
The tables below reflect the recast amounts for the last eight quarters:
(Stated in thousands of Canadian dollars)
As recast 2016 2017
Quarters ended December 31 March 31 June 30 September 30
Revenue 302,653 368,673 290,860 314,504
Operating expense 206,583 259,079 214,332 218,936
General and administrative expense 31,070 25,286 20,008 22,329
Adjusted EBITDA®M 65,000 84,308 56,520 73,239
Recast
Revenue 18,750 22,873 15,336 -
Operating expense 19,202 22,873 15,336 -
General and administrative expense (452) - - -
Adjusted EBITDA® - - - -
(1) See “NON-GAAP MEASURES.”
(Stated in thousands of Canadian dollars)
As recast 2015 2016
Quarters ended December 31 March 31 June 30 September 30
Revenue 362,117 316,505 170,407 213,668
Operating expense 216,217 186,615 118,140 150,377
General and administrative expense 27,705 27,187 28,260 21,172
Restructuring 7,100 3,439 1,607 708
Adjusted EBITDA® 111,095 99,264 22,400 41,411
Recast
Revenue 17,164 14,778 6,428 11,866
Operating expense 18,926 15,545 7,231 12,442
General and administrative expense (1,762) (767) (803) (576)
Restructuring - - - -
Adjusted EBITDA® - - - -

(1) See “NON-GAAP MEASURES.”



The tables below reflect the recast amounts for the last three years ended December 31:

(Stated in thousands of Canadian dollars)

As recast

Year ended December 31, 2014 2015 2016
Revenue 2,487,653 1,634,758 1,003,233
Operating expense 1,563,458 1,021,484 661,715
General and administrative expense 123,825 118,766 107,689
Restructuring - 20,643 5,754
Adjusted EBITDA® 800,370 473,865 228,075
Recast

Revenue 137,115 79,134 51,822
Operating expense 157,631 86,791 54,420
General and administrative expense (20,516) (7,657) (2,598)

Restructuring - - -

Adjusted EBITDAW N _ _
(1) See “NON-GAAP MEASURES.”

There is no impact on net earnings (loss) or comprehensive income (loss) and the consolidated statement of financial position,
consolidated statement of changes in equity and the consolidated statement of cash flows remain unchanged as a result of this
recast.

Summary for the three months ended September 30, 2017

¢ Revenue this quarter was $315 million which is 47% higher than the third quarter of 2016. The increase in revenue was primarily
the result of higher activity in all of our North American based businesses and higher average day rates from our international
contract drilling business, partially offset by lower contract short-fall payments, a decrease in average day rate in all of our North
American contract drilling businesses and no utilization in our Mexico based contract drilling business. Compared with the third
quarter of 2016 our activity, as measured by drilling rig utilization days, increased 57% in Canada, 108% in the U.S. and 14%
internationally. Revenue from our Contract Drilling Services and Completion and Production Services segments both increased
over the comparative prior year period by 46% and 57%, respectively.

e Adjusted EBITDA this quarter was $73 million, an increase of $32 million from the third quarter of 2016. Our adjusted EBITDA
as a percentage of revenue was 23% this quarter, compared with 19% in the third quarter of 2016. The increase in adjusted EBITDA
as a percent of revenue was mainly due to fixed costs spread over higher activity in our North American business partially offset
by lower average pricing.

e Operating loss (see “NON-GAAP MEASURES”) this quarter was $17 million compared with an operating loss of $56 million in the
third quarter of 2016. Operating results this quarter were positively impacted by increased activity in our North American
businesses, partially offset by lower average pricing.

¢ General and administrative expenses this quarter were $22 million, $1 million higher than the third quarter of 2016. The
increase is due to higher share based compensation expense that is tied to our common shares, partially offset by a moderate
strengthening of the Canadian dollar on our U.S. dollar denominated costs. As at September 30, 2017 we have a total share based
incentive compensation liability of $24 million compared with $23 million at June 30, 2017 after having paid out $0.2 million in the
quarter.

¢ Net finance charges were $32 million, a decrease of $2 million compared with the third quarter of 2016 primarily due to the
effect of a stronger Canadian dollar on our U.S. dollar denominated interest expense and a reduction in interest expense related
to debt retired in 2016.



¢ In Canada, average revenue per utilization day for contract drilling rigs decreased in the third quarter of 2017 to $19,980 from
$21,046 in the prior year third quarter as a result of fewer rigs working under legacy contracts and a higher proportion of revenue
from shallower drilling activity, partially offset by higher contract shortfall payments relative to the 2016 comparative period.
During the quarter, we recognized $5 million in revenue associated with contract shortfall payments in Canada which was an
increase of $3 million from the prior year period. On a sequential basis, revenue per utilization day in Canada decreased by $2,197
as a result of rig mix, lower shortfall payments and lower boiler revenue when compared to the second quarter of 2017. In the U.S.
revenue per utilization day decreased to US$19,026 from USS24,343 over the same period. The decrease in the U.S. revenue rate
was the result of long-term contracts ending and rigs contracting at lower spot market rates, lower revenue from idle but
contracted rigs and no turnkey activity in the current quarter. During the quarter we had no turnkey revenue compared with USS3
million in the 2016 comparative period and had no revenue from idle but contracted rigs in the current quarter versus US$6 million
in the comparative period. On a sequential basis, revenue per utilization day excluding revenue from idle but contracted rigs
increased by US$287 as higher fleet average day rates was partially offset by lower turnkey revenue when compared to the second
quarter of 2017.

e Average operating costs per utilization day for drilling rigs in Canada decreased to $13,656 compared with the prior year third
quarter of $14,107. The decrease in average costs was due to improved absorption of fixed costs with higher utilization. In the
U.S., operating costs for the quarter on a per day basis decreased to US$12,591 in 2017 compared with US$15,456 in 2016 due to
fixed costs spread over higher utilization, no regional repositioning of rigs and no turnkey work in the quarter.

e Average operating margin per utilization day excluding revenue from idle but contracted rigs in the third quarter of 2017
increased by $515 in Canada and increased by US$1,252 in the U.S. when compared to the second quarter of 2017. In Canada, the
increase was a result of higher fixed cost absorption more than offsetting a reduction in revenue per utilization day. In the U.S,,
the sequential increase was primarily a result of higher fleet average day rates.

e We realized revenue from international contract drilling of US$37 million in the third quarter of 2017, a US$9 miillion increase
over the prior year period. The increase was due to the startup of two new rigs in Kuwait in the fourth quarter of 2016, partially
offset by a reduction in activity in our Mexico operations. Average revenue per utilization day in our international contract drilling
business was US$50,528 an increase of 15% over the comparable prior year quarter primarily due to rig mix as we had fewer rigs
working in the lower day rate jurisdictions.

e Directional drilling services realized revenue of $6 million in the third quarter of 2017 in line with the prior year period.

e Funds provided by operations in the third quarter of 2017 were $85 million, an increase of $53 million from the prior year
comparative quarter and an increase of $100 million from the second quarter of 2017. The increases were primarily the result of
improved operating results.

e Capital expenditures for the purchase of property, plant and equipment were $23 million in the third quarter, a decrease of
$56 million over the same period in 2016. Capital spending for the quarter included $2 million for expansion capital, $7 million for
upgrade capital and $13 million for the maintenance of existing assets and infrastructure.

Summary for the nine months ended September 30, 2017:
¢ Revenue for the nine months of 2017 was $974 million, an increase of 39% from the 2016 period.

e Operating loss was $69 million, a decrease of $56 million over the same period in 2016. Operating loss was 7% of revenue in
2017 compared to 18% of revenue in 2016. Operating results this year were positively impacted by increased activity in our North
American businesses partially offset by lower average pricing.

e General and administrative costs were $68 million, a decrease of $9 million over the first nine months of 2016. The decrease
was due to fixed cost reductions implemented through the downturn and lower share based incentive compensation that is tied



to the price of our common shares.

¢ Net finance charges were $100 million, a decrease of $4 million from the first nine months of 2016 primarily due to a reduction
in interest expense related to debt retired in 2016 and the effect of a stronger Canadian dollar on our U.S. dollar denominated
interest expense partially offset by higher interest income earned in the comparative period.

¢ Funds provided by operations (see “NON-GAAP MEASURES”) in the first nine months of 2017 were $156 million, an increase of
$62 million from the prior year comparative period of $94 million.

e Capital expenditures for the purchase of property, plant and equipment were $73 million in the first nine months of 2017, a
decrease of $86 million over the same period in 2016. Capital spending for 2017 to date included $11 million for expansion capital,
$34 million for upgrade capital and $28 million for the maintenance of existing assets and infrastructure.

STRATEGY
Precision’s strategic priorities for 2017 are as follows:

1. Deliver High Performance, High Value service offering in an improving demand environment while demonstrating fixed
cost leverage — In the U.S., we grew our active rig count by 58% throughout the nine months of 2017. In Canada, we began
the year with 50 active rigs and reached a seasonal peak of 91 rigs. Year-over-year in the first nine months of 2017 our
utilization days were up 84% across our North American drilling operations and was achieved without any material
increase in fixed costs. In addition, we are upgrading our existing ERP system to increase operating efficiencies, improve
our fixed cost leverage and position the organization to better handle the increased data flows associated with our
business.

2. Commercialize rig automation and efficiency-driven technologies across our Super Series fleet — Beta-style field trials
utilizing rig automation technologies, including Process Automation Control (PAC), Directional Guidance System and High
Speed Downhole Data are ongoing and we expect to progress the commercialization of these automation features during
2017. We have drilled approximately 70 wells utilizing PAC technology which is installed on 20 Super Triple Rigs.

3. Maintain strict financial discipline in pursuing growth opportunities with a focus on free cash flow and debt reduction
— Effectively all upgrade capital spending is supported by take-or-pay term contracts priced at a level that allows for
attractive rates of return. Precision reduced 2017 capital expenditures by approximately $34 million with the reduction
relating primarily to upgrade and maintenance capital. Our revised 2017 capital plan brings spending in line with expected
activity levels while continuing to focus on free cash flow to drive debt reduction. In the first nine months of 2017, we
generated funds from operations of $156 million — see “NON-GAAP MEASURES.”

OUTLOOK

For the third quarter of 2017, the average West Texas Intermediate price of oil was 7% higher than the prior year comparative
period while the average Henry Hub natural gas price was 3% higher. The average AECO price was 29% lower than the prior year
comparative period as a result of infrastructure constraints due to planned maintenance and high storage levels.

Three months ended September 30, Year ended December 31,
2017 2016 2016
Average oil and natural gas prices
Oil
West Texas Intermediate (per barrel) (USS) 48.03 44.97 43.30
Natural gas
Canada
AECO (per MMBtu) (CDNS) 1.66 2.34 2.14
United States
Henry Hub (per MMBtu) (USS) 2.93 2.85 2.48




Contracts
The following chart outlines the average number of drilling rigs that we have under contract as of October 26, 2017 for the fourth
quarter of 2017 and the full years 2017 and 2018.

Average for the quarter ended Average for the year ended
March 31 June 30 September 30 December 31 2017 2018
Average rigs under term contract
as at October 26, 2017:
Canada 27 23 19 12 20 7
U.S. 26 33 31 28 29 12
International 8 8 8 8 8 7
Total 61 64 58 48 57 26

In Canada, term contracted rigs normally generate 250 utilization days per year because of the seasonal nature of well site access.
In most regions in the U.S. and internationally, term contracts normally generate 365 utilization days per year. Year to date as of
October 26, 2017 we have added 22 term contracts with durations of six months or longer.

Drilling Activity
The following chart outlines the average number of drilling rigs that we had working or moving by quarter for the periods noted.

2016 2017
Quarter ended September 30 December 31 March 31 June 30 September 30
Average Precision active rig count:
Canada 31 51 76 29 49
uU.s. 29 39 47 59 61
International 7 8 8 8 8
Total 67 98 131 96 118

With improved commodity prices and increasing activity levels, earlier this year we were able to increase prices on spot market
rigs across the majority of our fleet. Despite the slight lull in third quarter 2017 activity pricing increase have held firm. Should
commodity prices continue to improve, we expect sequential improvements in pricing in the U.S. and the Deep Basin in Canada.
We expect pricing improvements in the shallower parts of the Canadian market; however, the increases are not expected to be of
the same magnitude as other North American markets in which we operate.

Industry Conditions

In 2017, drilling activity has increased relative to this time last year for both Canada and the U.S. According to industry sources, as
of October 20, 2017, the U.S. active land drilling rig count was up approximately 68% from the same point last year and the
Canadian active land drilling rig count was up approximately 41%.

In Canada there has been a strengthening in natural gas and gas liquids drilling activity related to the Deep Basin in northwestern
Alberta and northeastern British Columbia although recent weakness in AECO pricing has caused some producers to delay work
programs specifically related to dry gas. In the U.S., the trend towards oil-directed drilling continues. To date in 2017,
approximately 53% of the Canadian industry’s active rigs and 80% of the U.S. industry’s active rigs were drilling for oil targets,
compared with 48% for Canada and 80% for the U.S. at the same time last year.

We expect Tier 1 rigs to remain the preferred rigs of customers globally. The economic value created by the significant drilling and
mobility efficiencies delivered by the most advanced XY pad walking rigs has been highlighted and widely accepted by our
customers. The trend to longer-reach horizontal completions and the importance of the rig delivering these complex wells
consistently and efficiently has been well established by the industry. We expect that demand for leading edge high efficiency Tier
1 rigs will continue to strengthen, as the drilling rig capability has been a key economic facilitator of horizontal/unconventional
resource exploitation. Development and field application of drilling equipment process automation coupled with closed loop



drilling controls and de-manning of the rigs will continue this technical evolution while creating further cost efficiencies and
performance value for customers and further differentiating the specific capabilities of the leading edge Tier 1 rigs and those rig
contractors capable of widely deploying those technologies.

Capital Spending
Capital spending in 2017 is expected to be $104 million:

e The 2017 capital expenditure plan includes $13 million for expansion capital, $52 million for sustaining and infrastructure
expenditures, and $39 million to upgrade existing rigs. We expect that the $104 million will be split $99 million in the Contract
Drilling Services segment and $5 million in the Completion and Production Services segment.

SEGMENTED FINANCIAL RESULTS

Precision’s operations are reported in two segments: the Contract Drilling Services segment, which includes the drilling rig,
directional drilling, oilfield supply and manufacturing divisions; and the Completion and Production Services segment, which
includes the service rig, snubbing, rental, camp and catering and wastewater treatment divisions.

Three months ended September 30, Nine months ended September 30,
(Stated in thousands of Canadian dollars) 2017 2016 % Change 2017 2016 % Change
Revenue:
Contract Drilling Services! 278,569 190,329 46.4 864,957 634,152 36.4
Completion and Production Services 37,816 24,158 56.5 113,546 69,343 63.7
Inter-segment eliminations (1,881) (819) 129.7 (4,466) (2,915) 53.2
314,504 213,668 47.2 974,037 700,580 39.0
Adjusted EBITDA:?
Contract Drilling Services 81,994 52,180 57.1 242,690 210,300 15.4
Completion and Production Services 4,251 736 477.6 9,174 (4,039) (327.1)
Corporate and other (13,006) (11,505) 13.0 (37,797) (43,186) (12.5)
73,239 41,411 76.9 214,067 163,075 31.3

(1) Prior year comparatives have changed to conform to current year presentation. For detail see “RECAST OF COMPARATIVE FINANCIAL INFORMATION.”
(2) See “NON-GAAP MEASURES”.



SEGMENT REVIEW OF CONTRACT DRILLING SERVICES

Three months ended September 30, Nine months ended September 30,
(Stated in thousands of Canadian dollars, except
where noted) 2017 2016 % Change 2017 2016 % Change
Revenue® 278,569 190,329 46.4 864,957 634,152 36.4
Expenses:
Operating® 189,143 129,457 46.1 598,040 393,979 51.8
General and administrative(® 7,432 8,069 (7.9) 24,227 26,833 (9.7)
Restructuring - 623 (100.0) - 3,040 (100.0)
Adjusted EBITDA® 81,994 52,180 57.1 242,690 210,300 15.4
Depreciation 80,653 86,643 (6.9) 251,907 257,334 (2.1)
Operating earnings (loss)? 1,341 (34,463) (103.9) (9,217) (47,034) (80.4)
Operating earnings (loss) as a percentage
of revenue 0.5% (18.1%) (1.1%) (7.4%)
(1) Prior year comparatives have changed to conform to current year presentation. For detail see “RECAST OF COMPARATIVE FINANCIAL INFORMATION.”
(2) See “NON-GAAP MEASURES”.
Three months ended September 30,
Canadian onshore drilling statistics:? 2017 2016
Precision Industry® Precision Industry®
Number of drilling rigs (end of period) 136 634 135 672
Drilling rig operating days (spud to release) 3,998 16,288 2,538 10,401
Drilling rig operating day utilization 32% 28% 20% 17%
Number of wells drilled 451 1,977 269 1,115
Average days per well 8.9 8.2 9.4 9.3
Number of metres drilled (000s) 1,123 5,179 627 2,568
Average metres per well 2,490 2,620 2,330 2,303
Average metres per day 281 318 247 247
Nine months ended September 30,
Canadian onshore drilling statistics:®% 2017 2016
Precision Industry® Precision Industry®
Number of drilling rigs (end of period) 136 634 135 672
Drilling rig operating days (spud to release) 12,398 49,889 7,183 27,833
Drilling rig operating day utilization 34% 29% 19% 15%
Number of wells drilled 1,282 5,285 607 2,490
Average days per well 9.7 9.4 11.8 11.2
Number of metres drilled (000s) 3,352 14,267 1,616 6,328
Average metres per well 2,615 2,700 2,663 2,542
Average metres per day 270 286 225 227

(1) Canadian operations only.

(2) Canadian Association of Oilwell Drilling Contractors (“CAODC”), and Precision — excludes non-CAODC rigs and non-reporting CAODC members.
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United States onshore drilling statistics:( 2017 2016

Precision Industry®? Precision Industry®?
Average number of active land rigs
for quarters ended:
March 31 47 722 32 516
June 30 59 874 24 397
September 30 61 927 29 465
Year to date average 55 841 28 459

(1) United States lower 48 operations only.
(2) Baker Hughes rig counts.

Revenue from Contract Drilling Services was $279 million this quarter, or 46% higher than the third quarter of 2016, while adjusted
EBITDA increased by 57% to $82 million. The increase in revenue was primarily due to higher utilization days in Canada and the
U.S. and higher average day rates for international contracts. During the quarter we recognized S5 million in shortfall payments
in our Canadian contract drilling business, which was $3 million higher than in the prior year. During the quarter in the U.S. we
did not recognize any idle but contracted or turnkey revenue compared with USS6 million and USS$3 million, respectively, in the
comparative quarter of 2016.

Drilling rig utilization days in Canada (drilling days plus move days) were 4,487 during the third quarter of 2017, an increase of 57%
compared to 2016 primarily due to the increase in industry activity resulting from higher oil prices. Drilling rig utilization days in
the U.S. were 5,593, or 108% higher than the same quarter of 2016 as U.S. activity was up with higher industry activity. Drilling rig
utilization days in our international business were 736 or 14% higher than the same quarter of 2016 due to the addition of two rigs
in Kuwait during the fourth quarter of 2016, partially offset by no activity in Mexico.

Compared with the same quarter in 2016, drilling rig revenue per utilization day was down 5% in Canada due to fewer legacy
contracts. Drilling rig revenue per utilization day for the quarter in the U.S. was down 22% from the prior comparative period,
while international revenue per utilization day was up 15%. The decrease in the U.S. average rate was due to long-term contracts
ending and rigs being re-contracted at lower spot market rates, no idle but contracted revenue and no turnkey activity in the
current quarter. International revenue per utilization day was up due to rig mix with a higher proportion of days from Kuwait during
the quarter and no activity in Mexico.

In Canada, 18% of our utilization days in the quarter were generated from rigs under term contract, compared with 33% in the
third quarter of 2016. In the U.S., 55% of utilization days were generated from rigs under term contract as compared with 53% in
the third quarter of 2016.

Operating costs were 68% of revenue for the quarter which was in line with the prior year period. On a per utilization day basis,
operating costs for the drilling rig division in Canada were lower than the prior year period primarily because of improved
absorption of fixed costs with higher utilization. In the U.S., operating costs for the quarter on a per day basis were lower than the
prior year period primarily due to no turnkey activity in the current year quarter and the impact of fixed costs spread over higher
activity. Both Canada and U.S. operating costs benefited from cost saving initiatives taken in 2015 and 2016.

Depreciation expense in the quarter was 7% lower than in the third quarter of 2016.

11



SEGMENT REVIEW OF COMPLETION AND PRODUCTION SERVICES

Three months ended September 30, Nine months ended September 30,
(Stated in thousands of Canadian dollars, except
where noted) 2017 2016 % Change 2017 2016 % Change
Revenue 37,816 24,158 113,546 69,343 63.7
Expenses:
Operating® 31,674 21,739 98,773 64,068 54.2
General and administrative(® 1,891 1,629 5,599 7,293 (23.2)
Restructuring - 54 [ )] - 2,021 (100.0)
Adjusted EBITDA® 4,251 736 3 9,174 (4,039) (327.1)
Depreciation 6,731 6,759 21,228 20,537 3.4
Operating loss®? (2,480) (6,023) [ (12,054) (24,576) (51.0)
Operating loss as a percentage of revenue (6.6%) (24.9%) (10.6%) (35.4%)
Well servicing statistics:
Number of service rigs (end of period) 210 163 163
Service rig operating hours 42,653 26,588 .~ 66,281
Service rig operating hour utilization 22% 18% 15%
Service rig revenue per operating hour 638 599 654

(1) Certain expenses in the prior year comparative have been reclassified to conform to current year presentation.
(2) See “NON-GAAP MEASURES”.

Revenue from Completion and Production Services was up $14 million or 57% compared with the third quarter of 2016 due to
higher activity levels in all service lines. As oil prices have recovered, customers have increased spending and activity in well
completion and production programs. Our well servicing activity in the quarter was up 60% from the third quarter of 2016 as a
result of improved industry activity levels and a larger fleet following the acquisition of service rigs late in the fourth quarter of
2016. Approximately 97% of our third quarter Canadian service rig activity was oil related.

During the quarter, Completion and Production Services generated 90% of its revenue from Canadian operations and 10% from
U.S. operations which is in line with the third quarter of 2016.

Average service rig revenue per operating hour in the quarter was $638 or $39 higher than the third quarter of 2016. The increase
was primarily the result of increased labour costs which are passed through to the customer.

Adjusted EBITDA was $4 million higher than the third quarter of 2016 due to increased activity in all divisions.

Operating costs as a percentage of revenue decreased to 84% in the third quarter of 2017, from 90% in the third quarter of 2016.
The decrease is the result of the impact of fixed costs spread across greater activity combined with our reduced cost structure.

Depreciation in the quarter was $7 million in line with the previous year comparative period. The added depreciation costs in the
quarter associated with additional well service units was offset by assets becoming fully depreciated.

SEGMENT REVIEW OF CORPORATE AND OTHER

Our Corporate and Other segment provides support functions to our operating segments. The Corporate and Other segment had
an adjusted EBITDA loss of $13 million an increase of $2 million compared with the third quarter of 2016 primarily due to higher
share based incentive compensation.
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Net financial charges for the quarter were $32 million, a decrease of $2 million compared with the third quarter of 2016 primarily
due to the effect of a stronger Canadian dollar on our U.S. dollar denominated interest expense and a reduction in interest expense
related to debt retired in 2016. For the current quarter we incurred a foreign exchange gain of $1 million in line with the third
quarter of 2016.

Income tax expense for the quarter was a recovery of $23 million compared with a recovery of $36 million in the same quarter in
2016. The recoveries are due to negative pretax earnings.

LIQUIDITY AND CAPITAL RESOURCES

The oilfield services business is inherently cyclical in nature. To manage this, we focus on maintaining a strong balance sheet so we
have the financial flexibility we need to continue to manage our growth and cash flow, regardless of where we are in the business
cycle.

We apply a disciplined approach to managing and tracking results of our operations to keep costs down. We maintain a variable
cost structure so we can be responsive to changes in demand.

Our maintenance capital expenditures are tightly governed by and highly responsive to activity levels with additional cost savings
leverage provided through our internal manufacturing and supply divisions. Term contracts on expansion capital for new-build rig
programs provide more certainty of future revenues and return on our capital investments.

Liquidity
Amount Availability Used for Maturity
Senior facility (secured)
USS$525 million (extendible, revolving Undrawn, except US$25 millionin  General corporate purposes June 3, 2019

term credit facility with US$250 million(?) outstanding letters of credit
accordion feature)
Operating facilities (secured)

$40 million Undrawn, except $21 million in Letters of credit and general
outstanding letters of credit corporate purposes
US$15 million Undrawn Short term working capital

requirements

Demand letter of credit facility (secured)
US$30 million Undrawn, except US$4 million in Letters of credit
outstanding letters of credit

Senior notes (unsecured)

US$372 million — 6.625% Fully drawn Debt repayment and general November 15, 2020
corporate purposes

US$319 million — 6.5% Fully drawn Capital expenditures and general December 15, 2021
corporate purposes

US$350 million — 7.75% Fully drawn Debt redemption and repurchases December 15, 2023

USS$400 million — 5.25% Fully drawn Capital expenditures and general November 15, 2024

corporate purposes

(1) Increases to US$275 million at the end of the covenant relief period of March 31, 2018.

In January, 2017 we agreed with our lending group to the following amendments to our senior credit facility:
e Reduce the consolidated Adjusted EBITDA (as defined in the debt agreement) to consolidated interest expense ratio to
greater than 1.25:1 for the periods ending March 31, June 30 and September 30, 2017. For the periods ending December
31, 2017 and March 31, 2018 the ratio is 1.5:1 reverting to 2.5:1 thereafter.
e Reduce the size of the facility to US$525 million and suspended the increase in the accordion feature from US$250 million
to USS275 million until the end of covenant relief period.
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As at September 30, 2017 we had $1,802 million outstanding under our senior unsecured notes. The current blended cash interest
cost of our debt is approximately 6.5%.

Covenants

Senior Facility
The senior credit facility requires that we comply with certain covenants including a leverage ratio of consolidated senior debt to

earnings before interest, taxes, depreciation and amortization as defined in the agreement (Adjusted EBITDA) of less than 2.5:1.
For purposes of calculating the leverage ratio consolidated senior debt only includes secured indebtedness. Adjusted EBITDA, as
defined in our revolving term facility agreement differs from Adjusted EBITDA as defined under Non-GAAP Measures by the
exclusion of bad debt expense, restructuring costs and certain foreign exchange amounts. As at September 30, 2017 our
consolidated senior debt to Adjusted EBITDA ratio was negative 0.14:1.

Effective January 20, 2017, under the senior credit facility, we are required to maintain a ratio of consolidated Adjusted EBITDA to
interest expense for the most recent four consecutive quarters, of greater than 1.25:1 for the periods ending March 31, June 30
and September 30, 2017. For the periods ending December 31, 2017 and March 31, 2018 the ratio is 1.5:1 reverting to 2.5:1
thereafter. As at September 30, 2017 our senior credit facility consolidated Adjusted EBITDA to consolidated interest expense ratio
was 2.04:1.

The senior credit facility also prevents us from making distributions prior to April 1, 2018 and restricts our ability to repurchase our
unsecured senior notes subject to a pro forma liquidity test of US$500 million.

In addition, the senior credit facility contains certain covenants that place restrictions on our ability to incur or assume additional
indebtedness; dispose of assets; pay dividends, undertake share redemptions or other distributions; change our primary business;
incur liens on assets; engage in transactions with affiliates; enter into mergers, consolidations or amalgamations; and enter into
speculative swap agreements.

At September 30, 2017, we were in compliance with the covenants of the senior credit facility.

Senior Notes

The senior notes require that we comply with financial covenants including an incurrence based consolidated interest coverage
ratio test of consolidated cashflow, as defined in the senior note agreements, to consolidated interest expense of greater than
2.0:1 for the most recent four consecutive fiscal quarters. In the event that our consolidated interest coverage ratio is less than
2.0:1 for the most recent four consecutive fiscal quarters the senior notes restrict our ability to incur additional indebtedness. As
at September 30, 2017, our senior notes consolidated interest coverage ratio was 1.89:1 which limits our ability to incur additional
indebtedness, except as permitted under the agreements, until such time as we are in compliance with the ratio test, but would
not restrict our access to available funds under the senior credit facility or to refinance our existing debt. Furthermore, it does not
give rise to any cross-covenant violations, give the lenders the right to demand repayment of any outstanding portion of the senior
notes prior to the stated maturity dates, or provide any other forms of recourse to the lenders.

The senior notes contain a restricted payments covenant that limits our ability to make payments in the nature of dividends,
distributions and repurchases from shareholders. This restricted payment basket grows from a starting point of October 1, 2010
for the 2020, 2021 and 2024 Senior Notes and from October 1, 2016 for the 2023 Senior Notes by, among other things, 50% of
cumulative net earnings and decreases by 100% of cumulative net losses, as defined in the note agreements, and payments made
to shareholders. Beginning with the December 31, 2015 calculation the governing net restricted payments basket was negative
and as of that date we were no longer able to declare and make dividend payments until such time as the restricted payments
baskets once again become positive. For further information, please see the senior note indentures which are available on SEDAR
and EDGAR.

In addition, the senior notes contain certain covenants that limit our ability, and the ability of certain subsidiaries, to incur
additional indebtedness and issue preferred shares; create liens; create or permit to exist restrictions on our ability or certain
subsidiaries to make certain payments and distributions; engage in amalgamations, mergers or consolidations; make certain
dispositions and engage in transactions with affiliates.
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Hedge of investments in foreign operations

We utilize foreign currency long-term debt to hedge our exposure to changes in the carrying values of our net investment in certain
foreign operations as a result of changes in foreign exchange rates.

We have designated our U.S. dollar denominated long-term debt as a net investment hedge in our U.S. operations and other
foreign operations that have a U.S. dollar functional currency. To be accounted for as a hedge, the foreign currency denominated
long-term debt must be designated and documented as such and must be effective at inception and on an ongoing basis. We
recognize the effective amount of this hedge (net of tax) in other comprehensive income. We recognize ineffective amounts (if
any) in net earnings (loss).

QUARTERLY FINANCIAL SUMMARY

(Stated in thousands of Canadian dollars, except per share amounts)

2016 2017

Quarters ended December 31 March 31 June 30 September 30
Revenue® 302,653 368,673 290,860 314,504
Adjusted EBITDA® 65,000 84,308 56,520 73,239
Net loss: (30,618) (22,614) (36,130) (26,287)

Per basic and diluted share (0.10) (0.08) (0.12) (0.09)
Funds provided by (used in) operations® 11,466 85,659 (15,187) 85,140
Cash provided by (used in) operations (27,846) 33,770 2,739 56,757

(Stated in thousands of Canadian dollars, except per share amounts)
2015 2016

Quarters ended December 31 March 31 June 30 September 30
Revenuel? 362,117 316,505 170,407 213,668
Adjusted EBITDA® 111,095 99,264 22,400 41,411
Net loss: (270,952) (19,883) (57,677) (47,377)

Per basic and diluted share (0.93) (0.07) (0.20) (0.16)
Funds provided by (used in) operations® 49,503 93,593 (31,372) 31,688
Cash provided by operations 70,952 112,174 20,665 17,515
Dividends paid per share 0.07 - - -

(1) Prior year comparatives have changed to conform to current year presentation. For detail see “RECAST OF COMPARATIVE FINANCIAL INFORMATION.”
(2) See “NON-GAAP MEASURES”.

CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES

Because of the nature of our business, we are required to make judgments and estimates in preparing our Consolidated Interim
Financial Statements that could materially affect the amounts recognized. Our judgments and estimates are based on our past
experiences and assumptions we believe are reasonable in the circumstances. The critical judgments and estimates used in
preparing the Interim Financial Statements are described in our 2016 Annual Report and there have been no material changes to
our critical accounting judgments and estimates during the three and nine month periods ended September 30, 2017.

15



CHANGES IN ACCOUNTING POLICY
New Standards Not Yet Adopted

IFRS 9, Financial Instruments

In November 2009, the International Accounting Standards Board (IASB) issued IFRS 9, replacing IAS 39, Financial Instruments,
Recognition and Measurement. IFRS 9 will be issued in three phases. The first phase, which has already been issued, addresses the
accounting for financial assets and financial liabilities. The second phase will address impairment of financial instruments, while
the third phase will address hedge accounting. IFRS 9 uses a single approach to determine whether a financial asset is measured
at amortized cost or fair value, and replaces the multiple category and measurement models in IAS 39. The approach in IFRS 9
focuses on how an entity manages its financial instruments in the context of its business model, as well as the contractual cash
flow characteristics of the financial assets. The new standard also requires a single impairment method to be used, replacing the
multiple impairment methods currently provided in IAS 39.

Requirements for financial liabilities were added to IFRS 9 in October 2010. Although the classification criteria for financial liabilities
will not change under IFRS 9, the fair value option may require different accounting for changes to the fair value of a financial
liability resulting from changes to an entity’s own credit risk.

In December 2013, new hedge accounting requirements were incorporated into IFRS 9 that increase the scope of items that can
qualify as a hedged item and change the requirements of hedge effectiveness testing that must be met to use hedge accounting.

In July 2014, the IASB issued final amendments to IFRS 9, replacing earlier versions of IFRS 9. These amendments to IFRS 9 introduce
a single, forward-looking ‘expected loss’ impairment model for financial assets, which will require more timely recognition of
expected credit losses, and a fair value through other comprehensive income category for financial assets that are debt
instruments.

The amendments to IFRS 9 are effective for annual periods beginning on or after January 1, 2018 and are available for earlier
adoption. We do not expect that the implementation of IFRS 9 will have a material effect on the financial statements.

IFRS 15, Revenue from Contracts with Customers

In May 2014, the IASB issued IFRS 15 to address how and when to recognize revenue as well as requiring entities to provide users
of financial statements with more informative, relevant disclosures in order to understand the nature, amount, timing and
uncertainty of revenue and cash flows arising from contracts with customers. The standard provides a principles based, five-step
model to be applied to all contracts with customers. This five-step model involves identifying the contract(s) with a customer;
identifying the performance obligations in the contract; determining the transaction price; allocating the transaction price to the
performance obligations in the contract; and recognizing revenue when (or as) the entity satisfies a performance obligation.

Application of this new standard is mandatory for annual reporting periods beginning on or after January 1, 2018, with earlier
application permitted. We do not expect that the implementation of IFRS 15 will have a material effect on the financial statements.

IFRS 16, Leases

In January 2016, the IASB issued IFRS 16, replacing IAS 17. The new standard requires lessees to recognize a lease liability
reflecting future lease payments and a right of use asset for virtually all lease contracts. In addition, IFRS 16 has updated the
definition of a lease and introduced new disclosure requirements. IFRS 16 is effective for annual periods beginning on or after
January 1, 2019, with earlier application permitted in certain circumstances. We have yet to determine the impact this new
standard will have on the financial statements.
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EVALUATION OF CONTROLS AND PROCEDURES

Precision maintains internal control over financial reporting and disclosure controls and procedures that are designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with IFRS.

Management is responsible for establishing and maintaining adequate internal control over financial reporting and disclosure
controls and procedures, as defined in Rules 13a — 15(f) and 15d — 15(f) under the United States Securities Exchange Act of 1934,
as amended (the Exchange Act) and under National Instrument 52-109 Certification of Disclosure in Issuer's Annual and Interim
Filings (N152-109). Based on management's assessment as at June 30, 2017, management has concluded that Precision's disclosure
controls and procedures over financial reporting are effective.

During the first nine months of 2017, there were no changes made to Precision’s internal controls over financial reporting that
materially affect, or are reasonably likely to materially affect its controls

NON-GAAP MEASURES

In this press release we reference non-GAAP (Generally Accepted Accounting Principles) measures. Adjusted EBITDA, Operating
Earnings (Loss) and Funds Provided by (Used In) Operations are terms used by us to assess performance as we believe they provide
useful supplemental information to investors. These terms do not have standardized meanings prescribed under International
Financial Reporting Standards (IFRS) and may not be comparable to similar measures used by other companies.

Adjusted EBITDA

We believe that adjusted EBITDA (earnings before income taxes, loss (gain) on repurchase of unsecured senior notes, finance
charges, foreign exchange, impairment of goodwill, impairment of property, plant and equipment, loss on asset decommissioning,
gain on re-measurement of property, plant and equipment and depreciation and amortization), as reported in the Interim
Consolidated Statement of Loss, is a useful measure, because it gives an indication of the results from our principal business
activities prior to consideration of how our activities are financed and the impact of foreign exchange, taxation and depreciation
and amortization charges.

Operating Earnings (Loss)

We believe that operating earnings (loss), as reported in the Interim Consolidated Statements of Loss, is a useful measure because
it provides an indication of the results of our principal business activities before consideration of how those activities are financed
and the impact of foreign exchange and taxation.

Funds Provided By (Used In) Operations

We believe that funds provided by (used in) operations, as reported in the Interim Consolidated Statements of Cash Flow, is a
useful measure because it provides an indication of the funds our principal business activities generate prior to consideration of
working capital, which is primarily made up of highly liquid balances.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION AND STATEMENTS

Certain statements contained in this report, including statements that contain words such as "could", "should", "can", "anticipate", "estimate",

’
non non non non non

"intend", "plan", "expect", "believe", "will", "may", "continue", "project", "potential" and similar expressions and statements relating to matters
that are not historical facts constitute "forward-looking information" within the meaning of applicable Canadian securities legislation and
"forward-looking statements" within the meaning of the "safe harbor" provisions of the United States Private Securities Litigation Reform Act of
1995 (collectively, "forward-looking information and statements").

In particular, forward looking information and statements include, but are not limited to, the following:
e  our strategic priorities for 2017;
e our capital expenditure plans for 2017 and our scheduled ERP upgrade;
e  anticipated activity levels in 2017;
e anticipated demand for Tier 1 rigs; and
e the average number of term contracts in place for 2017 and 2018.

These forward-looking information and statements are based on certain assumptions and analysis made by Precision in light of our experience
and our perception of historical trends, current conditions, expected future developments and other factors we believe are appropriate under
the circumstances. These include, among other things:

e the fluctuation in oil prices may pressure customers into reducing or limiting their drilling budgets;

e the status of current negotiations with our customers and vendors;

e customer focus on safety performance;

e existing term contracts are neither renewed nor terminated prematurely;

e our ability to deliver rigs to customers on a timely basis; and

e the general stability of the economic and political environments in the jurisdictions where we operate.

Undue reliance should not be placed on forward-looking information and statements. Whether actual results, performance or achievements will
conform to our expectations and predictions is subject to a number of known and unknown risks and uncertainties which could cause actual
results to differ materially from our expectations. Such risks and uncertainties include, but are not limited to:
e  volatility in the price and demand for oil and natural gas;
e fluctuations in the demand for contract drilling, well servicing and ancillary oilfield services;
e our customers’ inability to obtain adequate credit or financing to support their drilling and production activity;
e changes in drilling and well servicing technology which could reduce demand for certain rigs or put us at a competitive disadvantage;
e  shortages, delays and interruptions in the delivery of equipment supplies and other key inputs;
o the effects of seasonal and weather conditions on operations and facilities;
e the availability of qualified personnel and management;
e adecline in our safety performance which could result in lower demand for our services;
e changes in environmental laws and regulations such as increased regulation of hydraulic fracturing or restrictions on the burning of
fossil fuels and greenhouse gas emissions, which could have an adverse impact on the demand for oil and gas;
e terrorism, social, civil and political unrest in the foreign jurisdictions where we operate;
e fluctuations in foreign exchange, interest rates and tax rates; and
e other unforeseen conditions which could impact the use of services supplied by Precision and Precision’s ability to respond to such
conditions.

Readers are cautioned that the forgoing list of risk factors is not exhaustive. Additional information on these and other factors that could affect
our business, operations or financial results are included in reports on file with applicable securities regulatory authorities, including but not
limited to Precision’s Annual Information Form for the year ended December 31, 2016, which may be accessed on Precision’s SEDAR profile at
www.sedar.com or under Precision’s EDGAR profile at www.sec.gov. The forward-looking information and statements contained in this news
release are made as of the date hereof and Precision undertakes no obligation to update publicly or revise any forward-looking statements or
information, whether as a results of new information, future events or otherwise, except as required by law.
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INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (UNAUDITED)

September 30, December 31,
(Stated in thousands of Canadian dollars) 2017 2016
ASSETS
Current assets:

Cash S 131,742 S 115,705

Accounts receivable 298,016 293,682

Income tax recoverable 29,913 38,087

Inventory 25,282 24,136
Total current assets 484,953 471,610
Non-current assets:

Property, plant and equipment 3,275,629 3,641,889

Intangibles 2,403 3,316

Goodwill 205,002 207,399
Total non-current assets 3,483,034 3,852,604
Total assets S 3,967,987 S 4,324,214
LIABILITIES AND EQUITY
Current liabilities:

Accounts payable and accrued liabilities $ 218,794 S 240,736
Total current liabilities 218,794 240,736
Non-current liabilities:

Share based compensation (Note 6) 12,213 27,387

Provisions and other 11,332 12,421

Long-term debt (Note 3) 1,777,667 1,906,934

Deferred tax liabilities 90,599 174,618
Total non-current liabilities 1,891,811 2,121,360
Shareholders’ equity:

Shareholders’ capital (Note 4) 2,319,293 2,319,293

Contributed surplus 42,841 38,937

Deficit (637,599) (552,568)

Accumulated other comprehensive income (Note 5) 132,847 156,456
Total shareholders’ equity 1,857,382 1,962,118
Total liabilities and shareholders’ equity S 3,967,987 S 4,324,214

See accompanying notes to interim consolidated financial statements.



INTERIM CONSOLIDATED STATEMENTS OF LOSS (UNAUDITED)

Three months ended September 30,

Nine months ended September 30,

(Stated in thousands of Canadian dollars, except per

share amounts) 2017 2016 2017 2016
(recast — (recast —
Note 2(e)) Note 2(e))
Revenue $ 314,504 213,668 974,037 700,580
Expenses:
Operating 218,936 150,377 692,347 455,132
General and administrative 22,329 21,172 67,623 76,619
Restructuring - 708 - 5,754
Earnings before income taxes, gain on
repurchase of unsecured senior notes,
finance charges, foreign exchange and
depreciation and amortization 73,239 41,411 214,067 163,075
Depreciation and amortization 90,555 96,998 283,517 288,858
Operating loss (17,316) (55,587) (69,450) (125,783)
Foreign exchange (685) (1,402) (1,436) 6,933
Finance charges (Note 7) 32,218 34,673 99,732 104,071
Gain on repurchase of unsecured senior notes - (5,108) - (9,981)
Loss before income taxes (48,849) (83,750) (167,746) (226,806)
Income taxes:
Current 89 (9,999) 339 (24,358)
Deferred (22,651) (26,374) (83,054) (77,511)
(22,562) (36,373) (82,715) (101,869)
Net loss S (26,287) (47,377) (85,031) (124,937)
Net loss per share: (Note 8)
Basic S (0.09) (0.16) (0.29) (0.43)
Diluted S (0.09) (0.16) (0.29) (0.43)

See accompanying notes to interim consolidated financial statements.

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS (UNAUDITED)

Three months ended September 30,

Nine months ended September 30,

(Stated in thousands of Canadian dollars) 2017 2016 2017 2016
Net loss S (26,287) (47,377) (85,031) (124,937)
Unrealized gain (loss) on translation of

assets and liabilities of operations

denominated in foreign currency (79,729) 17,895 (155,691) (130,096)
Foreign exchange gain (loss) on net

investment hedge with U.S.

denominated debt, net of tax 68,057 (15,467) 132,082 104,533
Comprehensive loss $ (37,959) (44,949) (108,640) (150,500)

See accompanying notes to interim consolidated financial statements.
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INTERIM CONSOLIDATED STATEMENTS OF CASH FLOW (UNAUDITED)

Three months ended September 30,

Nine months ended September 30,

(Stated in thousands of Canadian dollars) 2017 2016 2017 2016
Cash provided by (used in):
Operations:
Net loss S (26,287) S (47,377) $ (85,031) S (124,937)
Adjustments for:
Long-term compensation plans 1,945 983 4,276 16,072
Depreciation and amortization 90,555 96,998 283,517 288,858
Gain on repurchase of unsecured senior
notes - (5,108) - (9,981)
Foreign exchange (239) (2,563) (1,593) 8,974
Finance charges 32,218 34,673 99,732 104,071
Income taxes (22,562) (36,373) (82,715) (101,869)
Other 72 425 (705) 565
Income taxes paid (539) (2,512) (3,300) (13,087)
Income taxes recovered 11,600 536 11,932 603
Interest paid (1,877) (8,685) (72,136) (78,194)
Interest received 254 691 1,635 2,834
Funds provided by operations 85,140 31,688 155,612 93,909
Changes in non-cash working capital balances (28,383) (14,173) (62,346) 56,445
56,757 17,515 93,266 150,354
Investments:
Purchase of property, plant and equipment (22,518) (78,162) (73,047) (158,747)
Proceeds on sale of property, plant and
equipment 4,273 2,125 10,054 5,830
Income taxes recovered - - - 2,917
Changes in non-cash working capital balances (150) 9,394 (10,716) (9,890)
(18,395) (66,643) (73,709) (159,890)
Financing:
Repurchase of unsecured senior notes - (55,916) - (64,325)
Debt issue costs - (59) (341) (1,214)
Issuance of common shares on the exercise of
options - 12 - 1,926
- (55,963) (341) (63,613)
Effect of exchange rate changes on cash and
cash equivalents (1,684) 1,606 (3,179) (19,416)
Increase (decrease) in cash and cash 36,678 (103,485) 16,037 (92,565)
equivalents
Cash and cash equivalents, beginning of period 95,064 455,679 115,705 444,759
Cash and cash equivalents, end of period $ 131,742 S 352,194 S 131,742 S 352,194

See accompanying notes to interim consolidated financial statements.
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INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (UNAUDITED)

Accumulated

other
comprehensive
Shareholders’  Contributed income Total
(Stated in thousands of Canadian dollars) capital surplus (Note 5) Deficit equity
Balance at January 1, 2017 S 2,319,293 S 38,937 S 156,456 S (552,568) S 1,962,118
Net loss for the period - - - (85,031) (85,031)
Other comprehensive loss for
the period - - (23,609) - (23,609)
Share based compensation
expense (Note 6) - 3,904 - - 3,904
Balance at September 30, 2017 $ 2,319,293 S 42,841 S 132,847 $ (637,599) $ 1,857,382

Accumulated

other
Shareholders’”  Contributed comprehensive Total
(Stated in thousands of Canadian dollars) capital surplus income Deficit equity
Balance at January 1, 2016 S 2,316,321 S 35,800 S 166,101 $§ (397,013) $ 2,121,209
Net loss for the period - - - (124,937) (124,937)
Other comprehensive loss
for the period - - (25,563) - (25,563)
Share options exercised 2,972 (2,046) - - 1,926
Share based compensation
expense (Note 6) — 3,065 - - 3,065
Balance at September 30, 2016 S 2,319,293 S 37,819 $ 140,538 S (521,950) S 1,975,700

See accompanying notes to interim consolidated financial statements.
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NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

(Tabular amounts are stated in thousands of Canadian dollars except share numbers and per share amounts)

NOTE 1. DESCRIPTION OF BUSINESS

Precision Drilling Corporation (“Precision” or the “Corporation”) is incorporated under the laws of the Province of Alberta, Canada
and is a provider of contract drilling and completion and production services primarily to oil and natural gas exploration and
production companies in Canada, the United States and certain international locations. The address of the registered office is
Suite 800, 525 - 8" Avenue S.W., Calgary, Alberta, Canada, T2P 1G1.

NOTE 2. BASIS OF PRESENTATION
(a) Statement of Compliance

These condensed consolidated interim financial statements have been prepared in accordance with International Accounting
Standard 34, Interim Financial Reporting using accounting policies consistent with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board and interpretations of the International Financial Reporting
Interpretations Committee. The condensed consolidated interim financial statements do not include all of the information
required for full annual financial statements and should be read in conjunction with the consolidated financial statements of the
Corporation as at and for the year ended December 31, 2016.

These condensed consolidated interim financial statements were prepared using accounting policies and methods of their
application consistent with those used in the preparation of the Corporation’s consolidated audited annual financial statements
for the year ended December 31, 2016.

These condensed consolidated interim financial statements were approved by the Board of Directors on October 26, 2017.

(b) Use of Estimates and Judgements

The preparation of the condensed consolidated interim financial statements requires management to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and the disclosure of contingencies.
These estimates and judgments are based on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances. The estimation of anticipated future events involves uncertainty and, consequently, the
estimates used in preparation of the condensed consolidated interim financial statements may change as future events unfold,
more experience is acquired, or the Corporation’s operating environment changes.

Significant estimates and judgements used in the preparation of these condensed consolidated interim financial statements
remained unchanged from those disclosed in the Corporation’s consolidated audited annual financial statements for the year
ended December 31, 2016.

(c) Seasonality

Precision has operations that are carried on in Canada which represent approximately 43% (2016 - 43%) of consolidated total
assets as at September 30, 2017 and 43% (2016 - 39%) of consolidated revenue for the nine months ended September 30, 2017.
The ability to move heavy equipment in Canadian oil and natural gas fields is dependent on weather conditions. As warm weather
returns in the spring, the winter's frost comes out of the ground rendering many secondary roads incapable of supporting the
weight of heavy equipment until they have thoroughly dried out. The duration of this “spring break-up” has a direct impact on
Precision’s activity levels. In addition, many exploration and production areas in northern Canada are accessible only in winter
months when the ground is frozen hard enough to support equipment. The timing of freeze up and spring break-up affects the
ability to move equipment in and out of these areas. As a result, late March through May is traditionally Precision’s slowest time
in this region.
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(d) Accounting Standards, Interpretations and Amendments to Existing Standards not yet Effective

IFRS 15, Revenue from Contracts with Customers, becomes effective for annual reporting periods beginning on or after January
1, 2018. The Corporation is finalizing its determination of performance obligations for its Canadian drilling operations and is
continuing to make progress in evaluating the performance obligations for its U.S. and international drilling, well servicing and
other revenue streams. At this point, the Corporation has not determined the impact that the implementation of this new

standard will have on its financial statements.

(e) Recast of prior period amounts

During the third quarter of 2017, we changed our treatment of how certain amounts that were historically netted against operating
expense should be classified. In particular, certain amounts that were historically netted against operating expenses are now
treated as revenue, with a corresponding increase to operating expenses. The primary nature of these amounts related to
additional labour above our standard drilling crew configuration, subsistence allowances paid to the drilling crew which varies
depending on whether the crews were staying in a camp or hotel and equipment rental. As a result previously reported revenues

and operating expenses were understated by equivalent amounts.

To conform to current year presentation, certain immaterial reclassifications between operating and general administrative

expenses have been made in the comparative periods.

As a result of these reclassifications, we have recast prior year’s comparative amounts as follows:

As previously Revenue Expense As
Three months ended September 30, 2016 reported recast recast recast
Revenue S 201,802 $ 11,866 S - 213,668
Expenses:
Operating 137,935 11,866 576 150,377
General and administrative 21,748 - (576) 21,172
Restructuring 708 - - 708
Earnings before income taxes, gain on
repurchase of unsecured senior notes,
finance charges, foreign exchange and
depreciation and amortization S 41,411 S - S - 41,411
As previously Revenue Expense As
Nine months ended September 30, 2016 reported recast recast recast
Revenue S 667,508 S 33,072 S - 700,580
Expenses:
Operating 419,914 33,072 2,146 455,132
General and administrative 78,765 - (2,146) 76,619
Restructuring 5,754 - - 5,754
Earnings before income taxes, gain on
repurchase of unsecured senior notes, finance
charges, foreign exchange and depreciation
and amortization S 163,075 S - S - 163,075
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As previously Revenue Expense As

Year ended December 31, 2016 reported recast recast recast
Revenue S 951,411 S 51,822 S - $ 1,003,233
Expenses:
Operating 607,295 51,822 2,598 661,715
General and administrative 110,287 - (2,598) 107,689
Restructuring 5,754 - - 5,754

Earnings before income taxes, loss on
repurchase of unsecured senior notes,
finance charges, foreign exchange,
impairment of goodwill, impairment of
property, plant and equipment, loss on asset
decommissioning, gain on re-measurement of
property, plant and equipment and

depreciation and amortization S 228,075 S - S - S 228,075
As previously Revenue Expense As
Year ended December 31, 2015 reported recast recast recast
Revenue S 1,555,624 S 79,134 S - $ 1,634,758
Expenses:
Operating 934,693 79,134 7,657 1,021,484
General and administrative 126,423 - (7,657) 118,766
Restructuring 20,643 - - 20,643

Earnings before income taxes, loss on
repurchase of unsecured senior notes, finance
charges, foreign exchange, impairment of
goodwill, impairment of property, plant and
equipment, loss on asset decommissioning,
gain on re-measurement of property, plant and

equipment and depreciation and amortization S 473,865 S - S - S 473,865

As previously Revenue Expense As

Year ended December 31, 2014 reported recast recast recast

Revenue $ 2,350,538 S 137,115 S - $ 2,487,653
Expenses:

Operating 1,405,827 137,115 20,516 1,563,458

General and administrative 144,341 - (20,516) 123,825

Earnings before income taxes, finance

charges, foreign exchange, impairment of

goodwill, impairment of property, plant and

equipment, loss on asset decommissioning,

and depreciation and amortization S 800,370 S - S - S 800,370

There is no impact on net earnings (loss) and comprehensive income (loss) and the consolidated statement of financial position,
consolidated statement of changes in equity and the consolidated statement of cash flows remain unchanged as a result of this
recast.
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NOTE 3. LONG-TERM DEBT

September 30, December 31,

2017 2016

Senior Credit Facility S - S -

Unsecured senior notes:

6.625% senior notes due 2020 (US$371.8 million) 465,060 499,150
6.5% senior notes due 2021 (US$318.6 million) 398,600 427,818
7.75% senior notes due 2023 (US$350.0 million) 437,850 469,945
5.25% senior notes due 2024 (US$400.0 million) 500,400 537,080
1,801,910 1,933,993
Less net unamortized debt issue costs (24,243) (27,059)
S 1,777,667 S 1,906,934

On January 20, 2017 we agreed with our lenders to reduce the size of the Senior Credit Facility to US$525 million from USS550
million, increase the amount of the accordion feature from $250 million to $275 million after March 31, 2018 and to further amend
the Adjusted EBITDA (as defined in the debt agreement) to interest expense coverage ratio to the greater of 1.25:1 for the periods
ending March 31, June 30 and September 30, 2017, 1.5:1 for the periods ending December 31, 2017 and March 31, 2018 and to
revert back to 2.5:1 for periods ending after March 31, 2018.

At September 30, 2017 we were in compliance with the covenants of our Senior Credit Facility.

The senior notes require that we comply with certain financial covenants including an incurrence based consolidated interest
coverage ratio test of consolidated cash flow (as defined in the senior note agreements) to consolidated interest expense of greater
than 2.0:1 for the most recent four consecutive fiscal quarters. In the event that our consolidated interest coverage ratio is less
than 2.0:1 for the most recent four consecutive fiscal quarters the senior notes restrict our ability to incur additional indebtedness.
As at September 30, 2017, our senior notes consolidated interest coverage ratio was 1.89:1 which limits our ability to incur
additional indebtedness, except as permitted under the agreements, until such time as we are in compliance with the ratio test
but would not restrict our access to available funds under the senior credit facility or to refinance our existing debt. Furthermore,
it does not give rise to any cross-covenant violations, give the lenders the right to demand repayment of any outstanding portion
of the senior notes prior to the stated maturity dates, or provide any other forms of recourse to the lenders.

Long-term debt obligations at September 30, 2017 will mature as follows:

2020 S 465,060
2021 398,600
Thereafter 938,250

S 1,801,910

NOTE 4. SHAREHOLDERS’ CAPITAL
Number Amount

Common shares
Balance December 31, 2016 and September 30, 2017 293,238,858 $ 2,319,293
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NOTE 5. ACCUMULATED OTHER COMPREHENSIVE INCOME

Unrealized Foreign Exchange Accumulated Other

Foreign Currency Loss on Net Comprehensive

Translation Gains Investment Hedge Income

Balance, December 31, 2016 S 587,278 S (430,822) S 156,456
Other comprehensive income (loss) (155,691) 132,082 (23,609)
Balance, September 30, 2017 S 431,587 $ (298,740) $ 132,847

NOTE 6. SHARE BASED COMPENSATION PLANS

In May 2017 shareholders approved a new omnibus equity incentive plan (Omnibus Plan) that will allow the Corporation to settle
short-term incentive awards (annual bonus) and long-term incentive awards (options, performance share unit and restricted
share units) issued on or after February 8, 2017 in voting shares of Precision (either issued from treasury or purchased in the
open market), cash, or a combination of both. Precision intends to settle all short-term incentive, restricted share unit and non-
executive performance share unit awards issued under the Omnibus Plan in cash and to settle performance share awards issued
to senior executives and all options in voting shares. No further grants will be made under the legacy stock option plan,
performance share unit plan or restricted share unit plan. Vesting conditions for incentive awards issued under the Omnibus Plan
are unchanged from what existed under the legacy plans.

Liability Classified Plans

Non-

Restricted Share Management

Share Performance Appreciation Directors’

Units® Share Units® Rights® DSUs! Total
Balance, December 31, 2016 S 15,592 § 29,045 3 S 4,602 S 49,242
Expensed (recovered) during

the period 1,268 (1,517) 3) (1,292) (1,544)
Payments (10,721) (13,447) - - (24,168)
Balance, September 30,2017 $ 6,139 § 14,081 - S 3,310 $ 23,530
Current S 4,274 S 7,043 - S - S 11,317
Long-term 1,865 7,038 - 3,310 12,213
S 6,139 S 14,081 - S 3,310 S 23,530
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(a) Restricted Share Units and Performance Share Units

A summary of the activity for the restricted share units (RSUs) and the performance share units (PSUs) is presented below:

RSUs PSUs

Outstanding Outstanding

December 31, 2016 3,129,039 6,493,798
Granted 1,095,700 838,500
Redeemed (1,408,588) (1,341,085)
Forfeitures (246,962) (220,491)
September 30, 2017 2,569,189 5,770,722

(b) Share Appreciation Rights

A summary of the activity under the share appreciation rights plan is presented below:

Weighted
Range of Average
Exercise Price Exercise Price
Outstanding (USS) (USS) Exercisable
December 31, 2016 253,376 S 15.22-15.79 S 15.47 253,376
Forfeitures (117,207) 15.22-15.79 15.75
September 30, 2017 136,169 $ 15.22-15.22 $ 15.22 136,169

(c) Non-Management Directors — Deferred Share Unit Plan

A summary of the activity under the non-management director deferred share unit plan is presented below:

Outstanding

December 31, 2016 621,821
Granted 225,874
September 30, 2017 847,695

Equity Settled Plans

(d) Non-Management Directors

Prior to January 1, 2012, Precision had a deferred share unit plan for non-management directors. Under the plan fully vested
deferred share units were granted quarterly based upon an election by the non-management director to receive all or a portion
of their compensation in deferred share units. These deferred share units are redeemable into an equal number of common
shares any time after the director's retirement. A summary of the activity under this share based incentive plan is presented
below:

Deferred Share Units Outstanding
December 31, 2016 and September 30, 2017 195,743
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(e) Share Options

A summary of the activity for the share options is presented below:

Weighted
Range of Average
Canadian share options Outstanding Exercise Price Exercise Price Exercisable
December 31, 2016 6,188,672 S 446 - 1450 8.70 4,369,155
Granted 377,100 730 - 7.30 7.30
Forfeitures (990,730) 7.32 - 14.50 8.85
September 30, 2017 5,575,042 $ 446 - 14.50 8.58 4,341,701
Weighted
Range of Average
Exercise Price Exercise Price
U.S. share options Outstanding (USS) (USS) Exercisable
December 31, 2016 5,337,070 $ 3.21 - 1521 6.69 2,626,326
Granted 1,165,900 399 - 557 5.56
Forfeitures (631,129) 5.79 - 10.96 8.44
September 30, 2017 5871841 $ 3.21 - 1521 6.28 3,169,428

The per option weighted average fair value of the share options granted during 2017 was $1.59 estimated on the grant date using
the Black-Scholes option pricing model with the following assumptions: average risk-free interest rate 1.4%, average expected life
of four years, expected forfeiture rate of 5% and expected volatility of 54%. Included in net loss for the three and nine months
ended September 30, 2017 is an expense of $0.8 million (2016 - $1.1 million) and $2.5 million (2016 - $3.1 million), respectively.

(f) Executive Performance Share Units

During 2017 Precision granted PSUs to certain senior executives with the intention of settling them in voting shares of the
Corporation either issued from treasury or purchased in the open market. These PSUs vest over a three year period and
incorporate performance criteria established at the date of grant that can adjust the number of performance share units available
for settlement from zero to two times the amount originally granted. A summary of the activity under this share based incentive

plan is presented below:

Weighted Fair

Outstanding Value

December 31, 2016 - -
Granted 1,142,300 6.00
September 30, 2017 1,142,300 6.00

The per unit weighted average fair value of the performance share units granted during 2017 was $6.00 estimated on the grant
date using a Monte Carlo simulation with the following assumptions: share price of $5.08, average risk-free interest rate of 1.2%,
average expected life of three years, expected volatility of 60%, and an expected dividend yield of nil. Included in net loss for the
three and nine months ended September 30, 2017 is an expense of $0.6 million (2016 - $nil) and $1.4 million (2016 - $nil),

respectively.
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NOTE 7. FINANCE CHARGES

Three months ended September 30, Nine months ended September 30,

2017 2016 2017 2016

Interest:
Long-term debt $ 31,053 S 33,301 S 97,069 S 102,072
Other 36 108 215 389
Income (254) (691) (1,622) (2,945)
Amortization of debt issue costs 1,383 1,955 4,070 4,555
Finance charges S 32,218 S 34,673 $ 99,732 S 104,071

NOTE 8. PER SHARE AMOUNTS

The following tables reconcile the net loss and weighted average shares outstanding used in computing basic and diluted net loss

per share:
Three months ended Nine months ended
September 30, September 30,
2017 2016 2017 2016
Net loss - basic and diluted $ (26,287) S (47,377)| $ (85,031) S (124,937)

Three months ended

Nine months ended

September 30, September 30,
(Stated in thousands) 2017 2016 2017 2016
Weighted average shares outstanding — basic 293,239 293,238 293,239 293,098
Effect of stock options and other equity
compensation plans - - - -
Weighted average shares outstanding — diluted 293,239 293,238 293,239 293,098

NOTE 9. SEGMENTED INFORMATION

The Corporation operates primarily in Canada, the United States and certain international locations, in two industry segments;
Contract Drilling Services and Completion and Production Services. Contract Drilling Services includes drilling rigs, directional
drilling, procurement and distribution of oilfield supplies, and manufacture, sale and repair of drilling equipment. Completion
and Production Services includes service rigs, snubbing units, oilfield equipment rental, camp and catering services, and

wastewater treatment units.

Completion

Contract and Inter-
Three months ended Drilling Production Corporate Segment
September 30, 2017 Services Services and Other Eliminations Total
Revenue 278,569 $ 37,816 $ - S (1,881) $ 314,504
Operating earnings (loss) 1,341 (2,480) (16,177) - (17,316)
Depreciation and amortization 80,653 6,731 3,171 - 90,555
Total assets 3,548,735 216,036 203,216 - 3,967,987
Goodwill 205,002 - - - 205,002
Capital expenditures 14,868 703 6,947 - 22,518
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Completion

Contract and Inter-
Three months ended Drilling Production Corporate Segment
September 30, 2016 Services Services and Other Eliminations Total
Revenue 190,329 S 24,158 S - S (819) s 213,668
Operating loss (34,463) (6,023) (15,101) - (55,587)
Depreciation and amortization 86,643 6,759 3,596 - 96,998
Total assets 3,849,729 197,835 402,760 - 4,450,324
Goodwill 206,589 - - - 206,589
Capital expenditures 76,966 64 1,132 - 78,162

Completion

Contract and Inter-
Nine months ended Drilling Production Corporate Segment
September 30, 2017 Services Services and Other Eliminations Total
Revenue 864,957 §S 113,546 $ - S (4,466) $ 974,037
Operating loss (9,217) (12,054) (48,179) - (69,450)
Depreciation and amortization 251,907 21,228 10,382 - 283,517
Total assets 3,548,735 216,036 203,216 - 3,967,987
Goodwill 205,002 - - - 205,002
Capital expenditures 53,525 2,701 16,821 - 73,047

Completion

Contract and Inter-
Nine months ended Drilling Production Corporate Segment
September 30, 2016 Services Services and Other Eliminations Total
Revenue 634,152 §$ 69,343 S - S (2,915) S 700,580
Operating loss (47,034) (24,576) (54,173) - (125,783)
Depreciation and amortization 257,334 20,537 10,987 - 288,858
Total assets 3,849,729 197,835 402,760 - 4,450,324
Goodwill 206,589 - - - 206,589
Capital expenditures 153,417 1,112 4,218 - 158,747

The Corporation’s operations are carried on in the following geographic locations:
Inter-
Three months ended Segment
September 30, 2017 Canada United States International Eliminations Total
Revenue 129,819 $ 141,381 $ 46,612 $ (3,308) $ 314,504
Total assets 1,694,282 1,651,091 622,614 - 3,967,987
Inter-

Three months ended Segment
September 30, 2016 Canada United States International Eliminations Total
Revenue 85,672 S 92,991 S 36,870 S (1,865) $ 213,668
Total assets 1,910,549 1,835,423 704,352 - 4,450,324
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Inter-

Nine months ended Segment

September 30, 2017 Canada United States International Eliminations Total

Revenue 418,378 S 424,584 S 143,331 $ (12,256) $ 974,037

Total assets 1,694,282 1,651,091 622,614 - 3,967,987
Inter-

Nine months ended Segment

September 30, 2016 Canada United States International Eliminations Total

Revenue 273,648 S 315,617 S 116,951 S (5,636) S 700,580

Total assets 1,910,549 1,835,423 704,352 - 4,450,324

NOTE 10. FAIR VALUES OF FINANCIAL INSTRUMENTS

The carrying value of cash, accounts receivable, and accounts payable and accrued liabilities approximate their fair value due to
the relatively short period to maturity of the instruments. The fair value of the unsecured senior notes at September 30, 2017

was approximately $1,799 million (December 31, 2016 - $1,917 million).

Financial assets and liabilities recorded or disclosed at fair value in the consolidated balance sheet are categorized based upon
the level of judgment associated with the inputs used to measure their fair value. Hierarchical levels are based on the amount of
subjectivity associated with the inputs in the fair determination and are as follows:

Level I—Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the measurement date.

Level ll—Inputs (other than quoted prices included in Level ) are either directly or indirectly observable for the asset or
liability through correlation with market data at the measurement date and for the duration of the instrument’s anticipated
life.

Level lll—Inputs reflect management’s best estimate of what market participants would use in pricing the asset or liability

at the measurement date. Consideration is given to the risk inherent in the valuation technique and the risk inherent in the

inputs to the model.

The estimated fair value of unsecured senior notes is based on level Il inputs. The fair value is estimated considering the risk free
interest rates on government debt instruments of similar maturities, adjusted for estimated credit risk, industry risk and market

risk premiums.
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