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(IROC

PROFILE

IROC Energy Services Corp. (“IROC” or the “Corparat) is a leading Canadian oilfield service compan
that supplies a comprehensive and diverse rangeodiicts, services and equipment to the oil andrghsstry,
through the IROC Energy Services Partnership asdwitolly-owned subsidiary companies. We remain
committed to the principle that has driven our hass from day one: to consistently address the kongmd
ever changing needs of the oilfield service businesproviding innovative, industry leading solusothrough
innovative thinking, quality equipment and highhaihed personnel. The Corporation operates in rivein
segments as follows:
Drilling and Production Services which includes:

*  Well servicing rigs and equipment

« Qilfield rental equipment and services

e Lease building and road construction
Technology Services which includes:

» Manufacture of downhole pressure and temperatussarement tools

» Safety and air monitoring services

 Remote communication products and services
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PRESIDENT’S MESSAGE

Dear Shareholders

Led by strong performance in our Canada Tech dimigind our Eagle Well Servicing division continuitog
exceed expectations, IROC Energy Services postptesrive gains both in revenue and EBITDAS durirgg t
third quarter of 2008. During the quarter the @ogtion was able to substantially strengthen itarize sheet
through the disposition of the Mission Drilling @ion assets, thereby providing greater flexibilitya time of
uncertainty in our business. The benefits to tlepGration of this disposition will be seen oveming
guarters as the capital that was made availabéerasult of the transaction is invested into thésthns of our
business that provide greater potential returnsofor shareholders. In addition, a number of owirmsses
have been positively impacted over the last quavitr the rising US dollar providing a cushion fammaodity
prices in the Western Canada Sedimentary Basin SB/Q. Specifically, the direct benefits of theing US
dollar for our Canada Tech division are significaitce exports based on the US dollars from thasidn
comprise approximately 65% of their revenues. Wfeeet that the increasing US dollar and the custhianhit
provides for commodities in Canadian dollar ternik kelp fuel the continuing growth of oil and gpkys in
both Saskatchewan and British Columbia.

During the quarter, the Corporation undertook & $trategic review of its assets and operation$e first
action taken was to sell our drilling assets aftansidering the deteriorating drilling environménthe WCSB
which had resulted in the inability of the divisiém provide an adequate return on capital invest&tiis
transaction, with gross proceeds to IROC of $33illiam, of which $8.1 million was received afterettend of
the quarter, left the Corporation with net deb$dl.9million at quarter end, thereby providing @erporation
the opportunity to continue to grow its core busses. Our balance sheet remains strong with ¢oealit
facilities available of $75.5 mm, strong cash flover recent quarters, a business that is significéevered to
producing oil assets in Western Canada and a sapigiroving environment for our downhole tool opéas.
While the strategic review continues, further atti@s not been determined.

In September, Eagle Well Servicing took deliverytiu# first rig pursuant to our previously announsedrig
build program. For the most part the additionalipment from our rig build program will be deployad
South-East Saskatchewan and we hope to be opesrigjhgrigs in the area by the end of this yearonta
standing start in the second quarter, Eagle haadyr been able to establish a strong presenceduth-&ast
Saskatchewan, providing new equipment and techiedatesigned to meet the expanding needs of oibasd
operators in the area. With the integration of tbmaining assets expected under our capital pnogve
expect to have a fleet of thirty-six rigs as weeer009.

Aero Rentals has been more consistent in its mpmévenues, providing positive contributions infeaconth
in the quarter. We continue to see our rentalsitivi as a valuable part of our business with therg@l to
provide growth for years to come. The current smmunent is well suited to acquiring equipment tddour
rental inventory as we strive to meet the demafdaiocustomers in Western Canada.

Our Envirocore division enjoyed the benefit of mased activity in North-Eastern British Columbi&lEBC”)
through the emergence of the Montney and Horn Riesource plays and the preferred operating envient
in British Columbia as compared to Alberta. Recagenues for the division were achieved duringgharter
with no additions to equipment inventories; a retften of the efficiency that has been developedhisy group
over the past 3 years.

Canada Tech, our downhole tool division, contintedee better market penetration, achieved manufagt
efficiencies and continues to introduce next gemangroducts into the field. Record revenues®0$mm for
the quarter were posted and increases in operaténgins were also achieved. The unexpected rapigase
of the US dollar since the end of the quarter tesia tremendous boost for this business in thetesa as a
number of adjustments had been made based on thNedBar remaining at or near par over the longemt
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The benefit accruing to Canada Tech from the USadahovement along with the increasing and more
consistent revenues of the past few months areceegh¢o be reflected over the next few quarters.

Oricomm continues to feel the effects of the gelndmawnturn in gas drilling and related activities the
WCSB. Management has continued to cut costs amdtonduture opportunities that will allow this grp to
take advantage of its potential created by the rémpdechnologies that have been developed. The
communications segment of the division continuestegrate its products and services into our ofiteduct
offerings, providing differentiation in a competi¢i market.

As discussed above, the most significant eventhefduarter took place in September with the saleusf
Mission Drilling division assets for cash considena of $33.7 million. The current operating emviment for
drilling businesses in the WCSB is such that weewarable to generate appropriate returns from thssets.
Accordingly, we determined that it was in the bies¢rest of the Corporation as a whole to realinettese
underperforming assets. We sold the assets ton#&ractor who will likely utilize the assets in thei
international operations, which again providesHertcomment on the state of drilling activity inbatta. It is
important to point out that with the disposition tbe underperforming drilling assets and the cquoesding
reduction of our debt by well over 40% since thempyear end, the Corporation finds itself with teoag
balance sheet with a great deal of flexibility ither consider acquisitions or continue our intérg@wth
program in our core businesses.

We exited the second quarter with a great dealptiimism regarding the pending activity in the WC&8
commodity pricing was high and was driving plans $ignificantly increased expenditures in the basin
Additionally the expansion of activity in the Bakkeesource play in SE Saskatchewan and in the alajas
shale projects in NE British Columbia meant thaultasy equipment and personnel requirements shbald
been substantial going forward for the next fewrtgra. However, with the spectacular drop in comitiesl
pricing and the credit crisis that is gripping tlerld, the optimism that was so prevalent has fadbdspite
this change in the operating environment, we beligat IROC is very well positioned to benefit ot the
short and longer term for the following reasons.

Production work will continue to go forward with @xcess of 225,000 producing wells in Western Cantic
rapid decline of the CDN dollar provides increasedrgin in Canada Tech specifically, the internatlon
markets continue to demand more equipment and cesrviand the reduced activity combined with the
inexorable declines faced in the business will maamnevitable return to increased activity soahan many
expect. Our core business, Eagle Well Serviciag,shown that it is very competitive in the mariace with
industry leading utilization, new equipment and patent personnel across its fleet of 31 servicg rigth an
additional 5 rigs to be deployed to the field befgear-end. The impact of reduced exploration Enog is
obvious but we believe that our segment of theebilfservices industry will be affected less by thductions
than other segments. We have financial and opealticapability that will not only allow us to sive the
next few quarters but in fact thrive in this envinoent.

The public markets are not currently a proper iatian of the value being created by our Corporati@mall
public companies like ours have been punished sBvacross the board, whether warranted or notiléAthis
remains a concern of IROC’s management and ourdbafadirectors, we are committed to continue withi o
plan that has allowed us to continually post higlesenues and EBITDAS through periods of both ragh
low activity. By any historic measure our equiyuinder priced in the market considering our premiuality
assets, our strong balance sheet and strong aasgb. fIDuring the quarter we took a significant stewards
realizing value for our shareholders and we wilhtoaue to do so when opportunities present theresel\We
thank our shareholders for their continued suppbour Corporation.

Respectfully submitted,

S Ot

Thomas M. Alford
IROC Energy Services Corp.
President and CEO
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MANAGEMENT’S
DISCUSSION AND ANALYSIS

FINANCIAL HIGHLIGHTS

(Expressed in thousands of dollars, except peesraounts)

For the 3 months ended Sept. 30, For the 9 months ended Sept. 30,
(Unaudited) (Unaudited)
2008 2007 % Change 2008 2007 % Change
Revenue - continuing operations $22,488 $17,773 27% $56,612 $51,497 10%
Operating costs 13,827 10,818 28% 36,369 31,349 16%
Gross margin 8,661 6,955 25% 20,243 20,148 0%
Gross margin % 39% 39% 0% 36% 39% -8%
General and administrative expenses 2,529 2,457 3% 7,231 7,629 -5%
EBITDAS - continuing operatiord 6,132 4,498 36% 13,012 12,519 4%
Per share diluted 0.14 0.10 40% 0.29 0.29 0%
Net earnings - continuing operations 2,673 468 471% 2,389 909 163%
Per share diluted 0.06 0.01 500% 0.05 0.02 156%
Net earnings 286 369 -22% 826 1,945 -58%
Per share diluted 0.01 0.01 0% 0.02 0.04 -59%
Number of shares outstanding
Basic 44,304,504 44,251,080 0% 44,285,624 43,164,377 3%
Diluted 44,324,122 44,336,011 0% 44,446,001 43,273,275 3%

(1) Refer to the “NON-GAAP MEASURES" section forte#s.

This Management’s Discussion and Analysis (MD&Adtetl November 6, 2008, focuses on key statistars fr
the consolidated financial statements of IROC Epe3grvices Corp. (“IROC” or the “Corporation”) fone
three and nine months ended September 30, 2008ngsaced to the three and nine months ended Septembe
30, 2007, and pertains to known risks and unceditaielating to our business. This MD&A should be
considered all-inclusive, as it excludes changasniay occur in general economic, political andiremmental
conditions. This MD&A of the financial conditiomd results of operations for the three and nine thmn
ended September 30, 2008 should be read in coiganeith the consolidated financial statements ealdted
notes for the period, which are prepared in acaweavith generally accepted accounting principhe€anada.

All amounts are expressed in Canadian dollars arddserwise noted.

This report contains forward-looking statements olthieflect management’s expectations regarding IROC
future growth, results of operations, performanoe lusiness prospects and opportunities. Whepasible,
words such as “may”, “will", “believe’, “expect”,gotential”, “continue”, “view” and similar expressis have
been used to identify these forward-looking stateisie These statements reflect management’s cuvedietfs
and are based on information currently availablennanagement. Forward-looking statements involve
significant risk, uncertainties and assumptionsnunber of factors could cause actual resultsopednce or
achievements to differ materially from the resudiscussed or implied in the forward-looking statetse
Although the forward-looking statements containedhis report are based upon what management bsliev
be reasonable assumptions, the Corporation carssoirea readers that actual results will be congistéin
these forward-looking statements. Some of thesrigkcertainties, and factors include, but arelinated to:
certain economic risks, most important of which arslowdown in the general economy or reduced radl a
natural gas drilling; changes to governmental retijuhs; prevailing interest rates; currency exclearaes;
customer relationships; labor disruption; accidemd costs of liability insurance; and fuel pricééven these
risks and uncertainties, the reader should noteplawlue reliance on these forward-looking statesnei@ee
additional discussion undeBlisiness Risks”.



OVERALL PERFORMANCE

IROC is pleased to report strong revenue and EBISOrm continuing operations for the third quarbér
2008. Higher customer demand from significant iowements in natural gas and oil commodity pricing
through the first nine months of the year strengéiaefundamentals for producers in terms of caskisfland as
such many producers accelerated programs proviftinga strong third quarter of activity. Naturalsga
activities have historically represented the bullactivities in Western Canada and this trend wihtinue.
Natural gas prices and the development of uncoromadtresource properties by operators needingltivesss
reserve replacement generated renewed optimism qroifield service providers in Western Canada in
demand for equipment and the corresponding prittiexgds in the quarter. Commodity prices for badkural

gas and oil were at very high levels during thertggraand many oil and gas producers appeared to be
accelerating their plans for drilling, positivelyppacting the industry during the quarter.

Late in the third quarter, management and the boadirectors decided to sell the Mission Drillidgvision
assets for cash consideration of $33.7 million disdontinue contract drilling services. Given threertainty
and challenges facing the drilling business in @arsince acquiring these rigs in January 2007, IR@E€ not
able to realize the full benefit originally antiafied and unable to generate appropriate returnstiiese assets.
Accordingly, we determined that it was in the bastrest of IROC to realize on these underperfogransets.
The benefit of selling this division IROC is nowlalo focus on our core businesses by reducingldabtand
reallocating capital spending to support thesertmssies as needed. Throughout the remainder df/iD&A
amounts are presented on a continuing operatiosis lb@ more accurately reflect the way in which [RO
intends to operate on a continuing basis.

Revenue from continuing operations for the nine thenended September 30, 2008 was $56.6 million
compared to $51.5 million in the same period in20@presenting an increase of 10%. IROC’s revédrara
continuing operations for the three months endeute®eber 30, 2008 increased 27%, to $22.5 milli@mfr
$17.8 million in the same period in 2007. Reveimoeeases year over year for both the three anel mionths
are a result of additional equipment capacity friomernal growth initiatives and increased activigyels in
most divisions. Although IROC had additional egquégnt capacity year over year from the organic build
program completed in fiscal 2007, additional reveguowth was higher as a result of improved year gear
utilization and higher pricing in our service rigvidion, coupled with a record quarter for revenire€anada
Tech from product sales.

EBITDAS from continuing operations for the three nttts ended September 30, 2008 was $6.1 million or
$0.14 per share compared to $4.5 million, or $Q&6 share, in the same three month period of 2867,
increase of 36%. For the nine months ended Segte@th 2008 EBITDAS was $13 million or $0.29 pearsh
compared to $12.5 million or $0.29 per share inghme period of 2007, an increase of 4%. The aserén
EBITDAS for the third quarter was driven by higttigity levels in our well servicing division andaerd sales

in Canada Tech. Pricing increases in Canada TedHieel surcharges in the other division helpedrtprove
margins and profitability overall. EBITDAS for thgear to date is partially offset by lower year oyear
activity levels in our safety and monitoring diwej Oricomm, and increased operating costs iniaisidns.
EBITDAS from continuing operations as a percentafjeevenue was 23% for nine months ended September
30, 2008 as compared to 24.3% for the same pefigday.

The Corporation recorded net earnings from comigwperations of $2.4 million, or $0.05 per shdoe,the
nine months ended September 30, 2008 comparedt teaneings of $0.9 million, or $0.02 per share tfoe
comparable period in 2007. For the three monthie@rseptember 30, 2008 IROC recorded net earniogs f
continuing operations of $2.7 million or $0.06 srare compared to $0.5 million or $0.01 per sharthé
comparable period of 2007. The increase in theeaehings for 2008 compared to 2007 is due to highe
revenues and operating earnings over the same dé¥isled costs leading to the higher earnings.ribyithe
guarter net earnings improved from lower interests for debt servicing due to significant repaytaeari debt
coupled with improved utilization, pricing and prad sales volumes lead to higher earnings duriagjtrarter.



During the second quarter we announced additioxgamsion of our service rig fleet with the constime of 6
new freestanding double service rigs at a total cbapproximately $12.6 million. The first of tlséx rigs was
delivered and deployed to the field during Septen2®®8. It is anticipated that delivery of the gning five
rigs will be complete prior to the end of the faduguarter of 2008 to allow for full deployment diese rigs
during the traditionally busy first quarter.

IROC'’s operations are reported in two segmentse Dfilling and Production Services segment includef
servicing, oilfield rental equipment and lease diniyy and road construction product lines. The Te&igy
Services segment includes safety, communicationsjtoring and downhole tool product lines. Thddaling
is a discussion of the reporting segments in wHRDC operates.

DRILLING AND PRODUCTION SERVICES

The Drilling and Production Services segment eanegdnue from continuing operations for the thremtis
ended September 30, 2008 of $16.4 million or 73%tal consolidated revenue for the quarter as evetpto

the corresponding period in 2007 of $12.4 million 7% of total revenue. For the nine months ended
September 30, 2008 revenue from Drilling and PrtiddncServices segment was $41.1 million or 73%otdlt
revenue as compared to the same period of 20035 $nillion or 68% of total revenue. The $6 noiflior
17% increase in revenue for the nine months endpdeshber 30, 2008 over the same period in 2007 £ome
from additional equipment capacity being availadileing the current year as compared to the samedseof

the prior year and year over year improvementstilization. We continued to exceed industry avesadpr
utilization in the well servicing portion of thiegment during the third quarter in comparison t® $same
quarter in 2007. During the nine months ended eapér 30, 2008 the Drilling and Production Services
segment generated $13.7 million of EBITDAS compated12.0 million in the same period of 2007, an
increase of 15%. For the three months ended Ségte80, 2008, the Driling and Production Services
segment generated positive EBITDAS of $5.9 millmmmpared to $4.5 million in the same period of 2667
increase of 32%. The increase in EBITDAS for ¢ month period and the nine month period wastdue
higher equipment utilization, additional equipmeapacity in Aero and Eagle and higher pricing imsareas.
Profitability was partially offset by lower margias a result of higher operating costs.

Eagle Well Servicing (“Eagle”), which comprisesignificant portion of the Drilling and Productiorefvices
segment, finished the third quarter of 2008 wifteat of 31 service rigs. The average numbergx dvailable

in Q3 2008 compared to Q3 2007 increased to 30gk2from 26.17 rigs as a result of our organichiglds
through 2007 and continuing in the second half 00& Improved revenue per hour was also realized
increasing 2% or $13 per hour from Q3 2007. Dutheyquarter Eagle’s utilization was amongst thghést in

our peer competitor group of those publicly diselhs The utilization levels achieved are partialyesult of
our decision to commence operations in SE Saskatuhéate in the second quarter of 2008 and Eagtedex
the third quarter with 4 rigs working in that amséh plans to deploy additional rigs into this amsademand
warrants. Management also believes our “highen industry” utilization is driven from having ond the
newest fleets of equipment in the industry whicdmslates into higher efficiency for producers. |Eagill
continue to increase its capacity by building fasditional service rigs during the fourth quartér2608 to
bring its total fleet of service rigs to 36 by thed of the year. Revenue generated from Eagleglthie third
quarter was $12.3 million compared to $9.3 milliorihe same period of 2007, an increase of 31%ITBBS

in the third quarter from Eagle was $4.8 millionngmared to $3.7 million in the same period of 2087,
increase of 28%. EBITDAS during the third quarterd the year to date have been hampered by higher
variable operating costs. Eagle continues to e af our best performing businesses in terms wénmee,
profitability and return on capital employed and expect this trend to continue.

Aero Rental Services (“Aero”) provides rental equgnt for surface pressure control in drilling anorkover
operations and tubular handling equipment in thekaexer, re-entry and completion areas. Aero’s lissare
affected by the level of drilling activity in theadustry and, as such, the increased activity dutiregthird
quarter brought about by higher commodity pricesulted in higher revenue and profitability in tlliision.
During the third quarter of fiscal 2008 Aero cobtried revenue of $1.3 million compared to $0.8iamliin the
prior year period, an increase of 70%. EBITDAS #as3 million for the quarter compared to nil iretsame
quarter of 2007. Aero was significantly affecteglthe slower industry activity during 2007 and g&2008
which resulted in equipment utilization at lowevdés than expected. The costs in this divisionsam@mewhat
fixed in nature and as such has led to negativelBBE for the periods of low activity. That beisgid with
the increased activity levels and expanded equipineentories, Aero has generated higher gross imaiaps
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activity ramped up leading to better performanceinduthe third quarter and, accordingly, strengtliee
performance the year to date. Aero’s goal is toegate stable revenue and earnings streams ascwe ¢o
sales and marketing efforts in this division. hder to be competitive and gain market share wet egtablish
and maintain an appropriate equipment base to offstomers. Management is currently evaluatingdfstal
needs for this division for the remainder of tharyand expects that the organic growth model enguldyy
Aero should provide favourable year over year tssyibing forward as the business begins to gaatiorawith
customers. It is anticipated that with increasgt/y levels and expanded equipment inventorfes,o should
generate higher gross margins as activity ramgdsadging to better performance.

Envirocore continues to focus on internally geregtagrowth initiatives to grow its lease and roadstaiction
business. While this division is small in companisto the other divisions in the Drilling and Protan
Services segment it continues to produce consigtesitive results. The operations of Envirocomsused
primarily in Northeast British Columbia, have begwositively impacted by the increased drilling aityivin
these areas. For the three months ended Sept&dp2008, this division generated revenue of $2l8om
compared to $2.3 million for the same period in20&BITDAS from Envirocore was essentially the safior
both three month periods in 2008 and 2007 at $0ll&m Revenues were 3% higher at $4.8 milliorridg
the nine months ended September 30, 2008 compar@d.7 million in the same period of 2007. EBITDAS
was $1.1 million for the nine months ended Septen3le 2008 compared to $1.3 million in 2007. Highe
variable costs have affected profitability to dagpecifically higher fuel costs. This division times to
perform in line with management expectations.

TECHNOLOGY SERVICES

The Technology Services segment generated reveh®5.@ million, or 27% of the Corporation’s total
revenue, for the three months ended September0®8, 2ompared to $5.4 million or 30% of total rewerior

the comparable period of fiscal 2007. For the nmenths ended September 30, 2008 revenue from
Technology Services segment was $15.5 million ¢ 2 total revenue as compared to the same pefiod o
2007 of $16.4 million or 32% of total revenue. Tignificant increase in revenues for the thirdrtgrawas a
result of a record quarter for Canada Tech prodalets which offset the continued lower activitydricomm.
The revenue decrease of $0.9 million or 6% forntmee month period, over the same three month pesfod
2007, was generally a result of the lower actiWyels in our Oricomm division which was offset bigher
product sales within Canada Tech compared to time geeriod in 2007. For the three months endedeBeysr

30, 2008, the Technology Services segment genemisitive EBITDAS of $1.2 million compared to $0.9
million in the same period of 2007. EBITDAS foethine months ended September 30, 2008 was $2i8mil
compared to $3.2 million in the same period of 20EBITDAS increase in the third quarter was agsna
result of record revenues from Canada Tech fomgtierter and the decrease in EBITDAS for the ninetmo
period was generally due to Oricomm experiencingeloactivity levels during the quarter while expeding
higher variable operating costs, most notably hidghel costs.

Canada Tech is a developer, manufacturer and nearkéta wide line of tools and systems that measure
pressures and temperatures in the downhole andcsugnvironment of oil and gas wells. Revenuehén t
Canada Tech division increased by 34% to $5 miliothe third quarter of 2008 compared to the speménd

of 2007 and revenue increased 8% for the nine nsoeided September 30, 2008 compared to 2007. &rodu
sales substantially increased year over year asdaaiech continues to gain market share in intiemet
markets which has helped to offset the reducingtiNAmerican market demand. In the past year thea@an
Tech division has focused significant efforts oweleping international market penetration. The rinéional
market business generally has longer lead timesitaplete as the sales process is more complex tavals,
including but not limited to logistics of deliveand collection of receivables. EBITDAS for theegdmonths
ended September 30, 2008 was $1.4 million comperé&d.6 million in the comparable period of 200For

the nine months ended September 30, 2008 EBITDAS$2a4 million compared to $2.2 million in the same
period of 2007. The primary result of increase HBAS is attributable to the higher product salekinte year
over year in the third quarter which is magnifiegthe fact that a good portion of Canada Tech’sratpeg
costs are fixed in nature which should result icréased profitability with higher volumes. As tGanadian
dollar has recently weakened this may have a pesitifect on results in the fourth quarter depegdin where
the Canadian dollar stabilizes, possibly contritbgitio higher cash flow and margins during the fogpsarter.



During the first quarter of 2008 we merged the @mm and the IROC Safety divisions into one opegatin
division, Oricomm, which is now our communicationgnitoring and safety division. The merger wasealtm
address some of the redundant costs and betteaiopasie division in terms of operations deploymandtl sales
and marketing efforts. Oricomm generated reverfuglamillion approximately 17% of the total revenioes

the Technology Services segment for the three nsoetided September 30, 2008 resulting in a negative
EBITDAS of $0.1 million for the quarter. Revenus the nine months ended September 30, 2008 was $3.
million compared to $5.3 million in the same periofl 2007. EBITDAS year to date was $0.1 million
compared to $1 million in 2007. Low industry adiMevels in this segment have persisted througtehmof

the first nine months of 2008. There is a contthfeeus on marketing efforts in these serviceseteetbp new
revenue sources from additional customers andasereesvenues from existing customers. Howeveilpther
industry activity year over year continues to hawdirect impact on the financial results of thigision.

CORPORATE SERVICES

IROC’s non-operating segment, Corporate Servicaptuces general and administrative expenses agstcia
with supporting each of the reporting segments apmrs noted above plus costs associated with zepglic
company. Included in Corporate Services is inteegpense for debt servicing and income tax expefide
impact on EBITDAS from the Corporate Services foe hine months ended September 30, 2008 was a
negative $3.1 million compared to negative $2.7iomlfor the comparable period of 2007.

RESULTS OF OPERATIONS

Revenue

For the three months ended September, 2008, IRC&@ded quarterly revenue from continuing operatiohs
$22.5 million compared to $17.8 million in the saperiod of 2007, an increase of $4.7 million or 27%
Revenue increased to $56.6 million from $51.5 wnili an increase of 10%, for the nine months ended
September 30, 2008 compared to the same periofdr.2The revenue growth is driven primarily frowot
divisions, Eagle Well Servicing and Canada Teclagl& Well Servicing had additional equipment catyaci
improved utilization and higher pricing all of whicontributed to the increase. Canada Tech pastedord
quarter for revenue and continues to be on trackiigher revenues over the prior year on a fultdlsyear
basis. The increase in Canada Tech stems froraased international orders and higher prices astugnts
have been made for international orders denominatéts currency. Overall utilization was higherrnmost of
our service divisions for the quarter comparecht frior year as commodity prices were high duthmgfirst
nine months of 2008 leading to higher activity levgenerally. Results were slightly offset by lowevenue in
Oricomm year over year.

A summary of the Corporation’s mix of revenues froar operating segments is shown in the followizigje
and demonstrates the changes that have occurreddanue sources:

For the 3 months ended Sept 30, For the 9 months ended Sept 30,

(Unaudited) (Unaudited)
2008 2007 2008 2007
REVENUE SOURCE
Drilling and Production Services 73% 70% 73% 68%
Technology Services 27% 30% 27% 32%
TOTAL 100% 100% 100% 100%

We expect the allocation of revenues for fiscal @00l be approximately 70% from Drilling and Praztion
Services and 30% from Technology Services.

Operating Costs and Gross Margin

For the three months ended September 30, 2008 toggests of continuing operations were $13.8 ionill
(61% of revenue) as compared to $10.8 million (6if%evenue) in the comparable period of 2007. @iy
costs for the nine months ended September 30, 2@08 $36.4 million (64% of revenue) compared t0.331
million (61% of revenue) for the same period in 20@ross margins during the third quarter of 2688ained
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consistent with the prior year quarter of 2008 @%3 Gross margins were 36% compared to 39% fonithe
months ended September 30, 2008 and 2007 resggctivée estimate margins for fiscal 2008 in thegamof
35% overall. While a large portion of our coste aariable in nature the lower utilization in mastisions’
year over year during the first half of 2008 aféettefficiencies in our operations in both fixed aratiable
operating cost leverage. Variable operating cbhate also increased year over year, specificallyéh costs.
Substantial hourly wage increases were made tccriggs by the industry to start the fourth quavteich was
made in an attempt to address labor shortagesin@rincreases have been implemented to startcinehf
guarter to attempt to recoup these costs and niaimtargins.

General and Administrative Expenses

General and administrative expenses (“G&A”) remdiressentially flat year over year for the three thon
period ended September 30, 2008 with $2.5 millibG&A(11.2% of revenue) compared to $2.5 milliorr fo
G&A (13.8% of revenue) in the comparable period2007. For the nine months ended September 30, 2008
G&A expenses were $7.2 million (12.8% of revenumnpared to $7.6 million (14.8% of revenue) for sagne
period in 2007. The year over year decrease ®inthe month period of $0.4 million is primarilytréutable

to reduced head count in various mid-level manageémesitions. The slow down in the oilfield seesc
industry in 2007 lead to lower headcount both tigioattrition and reductions in staffing levels. Magement
evaluated certain positions and in some casesrdieted not to replace these within its current istiracture. In
addition to lower costs coming from reduced headtdhere were various one time project related scost
incurred in 2007 that were either suspended du2B@g or did not require further costs in 2008 cedplvith
lower professional fees compared to the prior yeaiod. Costs for supporting the growth of the f@oation
continue to be reviewed in all areas for reductiwhsre appropriate.

Stock-based Compensation Expense

Stock-based compensation expense totaled $0.lomiftor the three months ended September 30, 2008
compared to $0.1 million in the comparable perié@@07. For the nine months ended September 308 20
stock-based compensation expense was $0.2 miliorpared to $0.5 million in the same period of 200 he
Corporation utilizes a stock option plan as parit®incentive compensation arrangements for kegleyees.

The impact of stock-based compensation expenseahasn-cash impact on the operating results of the
Corporation and the amount expensed representsstitaated fair value of the stock options grantsthg
various assumptions using the Black-Scholes oppiacing model, and is an estimate of the compeosati
expense dependant upon certain conditions existirtge time of granting of the related stock opionThe
lower stock-based compensation expense is frondactien in the underlying stock price used in chlting

the expense.

Depreciation and Amortization

For the three months ended September 30, 2008datiwa expense and amortization of intangible @ssem
continuing operations was essentially unchange®2a8 million. Depreciation and amortization expengs
$6.7 million for the nine months ended September ZM8 or 4% higher than the comparable nine month
period of 2007. The increase is a direct resuthefCorporation’s increases in the depreciabletdssse from
internal capital build programs. For the nine nienénded September 30, 2008 and 2007, deprecitidn
amortization of continuing operations as a peramta revenue was 11.9% and 12.5%.

Interest Expense

Interest expense decreased by $0.3 million forthinee months ended September 30, 2008 compardeeto t
same period in 2007. The decrease is from the cZatipn reducing its overall debt position and yiag
minimal balances on its operating line through dharter coupled with lower interest rates on thiet darried
during the current quarter compared to the samiegef 2007. For the nine months ended Septembe?®08
interest expense was flat compared to the samedoefi2007. The Corporation continued to use dtsh
from operations to reduce its current debt oblaiand with the sale of the drilling division assterest
expense should continue to be reduced in the coquager.
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Loss/Gain on disposal of Equipment

For the three months ended September 30, 2008gdhe on disposal of property and equipment from
continuing operations was $0.03 million comparedtgain in the prior year of $0.1. The currentrygain
relates to the sale or disposal of minor non-cereise equipment during the first half of fiscald®0

Income Taxes

The total income tax expense for the three montlde@ September 30, 2008 was $0.2 million as cordpara
$0.3 million in the same period of 2007. The tatabme tax expense for the nine months ended Séete30,
2008 was $0.4 million as compared to $1.3 milliantfie corresponding period of 2007. At the expgcte
combined income tax rate of 29.5%, net earningsrbeihcome taxes from continuing operations for rie
months ended September 30, 2008 of $2.8 million ldvchave resulted in an income tax provision of
approximately $0.8 million compared to the actuaMsion booked of a $0.4 million. There was authn of
approximately $0.3 million for announced reductionsthe federal corporate tax rates, a reduction fo
differences between the prior year income tax giowi and the actual tax returns filed for fiscaD2Qotalling
$0.3 million offset by $0.2 million for non-deduok® items for income tax purposes. The Corporaliad no
current income tax expense in the current quagex eesult of restructuring its operations whiclvrincludes
Canada Tech in the partnership structure whiclahawed for a reduction of current income taxeshis entity
made up the entire current tax expense in the pear.

SUMMARY OF QUARTERLY RESULTS

The following table presents the unaudited selefiteahcial data for each of the last eight quariefrthe
Corporation ended September 30, 2008:

(Expressed in thousands of $'s, except per shaceiais— “Unaudited”)
Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4
2008 2008 2008 2007 2007 2007 2007 2006

Revenue-continuing operations 22,488 11,673 22451 23218 17,773 11,312 22,412 17,174

Net earnings (loss) from continuing operations 2,673  (2,377) 2,093 (14) 469  (1,371) 1,811 672
Per share — basic 0.06 (0.05) 0.06 0.00 0.01 (0.04) 0.08 0.02
Per share - diluted 0.06 (0.05) 0.06 0.00 0.01 (0.04) 0.08 0.02

Net earnings (loss) 286 (2,170) 2,710 194 370  (1,681) 3,256 (111)
Per share — basic 0.01 (0.05) 0.06 0.00 0.01 (0.04) 0.08 (0.01)
Per share - diluted 0.01 (0.05) 0.06 0.00 0.01 (0.04) 0.08 (0.01)

Seasonality and Weather

The majority of the Corporation’s operations areried on in Western Canada. The ability to movauye
equipment in the Canadian oil and natural gas diédddependent on weather conditions. As warm hesat
returns in the spring, the winter’s frost comes oiuthe ground rendering many secondary roads atdapof
supporting the weight of heavy equipment until tieywe thoroughly dried out. The duration of thipring
breakup” has a direct impact on the Corporationtsvay levels. In addition, many exploration aptbduction
areas in northern Canada are accessible only itewwvmonths when the ground is frozen enough to atipp
equipment. The timing of freeze up and spring kupaaffects the ability to move equipment in and ofu
these areas. As a result, late March through Masaditionally the Corporation’s slowest time, awsuch the
operating results of the Corporation will vary oguarterly basis.
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LiouiDITY AND CAPITAL RESOURCES

The Corporation has a $75.5 million credit faciligith a syndicate of lenders including National Baof
Canada, Canadian Western Bank, and Alberta Tre&nanyches. The credit facility consists of ancextible
revolving operating credit facility of $12.5 millicand an extendible revolving term facility of up®63 million
available to finance equipment purchases for omggnowth and potential acquisitions. On March 2d08,
the credit facility was amended and renewed extgnthie facility to May 30, 2009.

As reported in our second quarter MD&A for June 3008 period end, the Corporation was not complatit
one of the financial covenants under the credilifac As a result, the entire amount of the ctedctility had
been reclassified as a current liability as at J8@e2008 in accordance with generally acceptedwatng
principles. During the third quarter the Corpaoatidisposed of its drilling division assets for ltas
consideration of $33.7 million, of which $8.1 multi was received in October, and commensurate hHitst
closing of the transaction the funds were direttetthe repayment of outstanding long-term debt.aAasult of
the substantial reduction in total debt levels lué LCorporation all covenants of the credit facilitgre in
compliance at September 30, 2008 and based on tedpédure cash flows we anticipate no future non-
compliance issues with our credit facility finarlaiatios.

At September 30, 2008 the Corporation had positreeking capital, excluding current portion of loterm
debt, of $18.2 million as compared to $11.6 millairSeptember 30, 2007. The primary reason fointrease
in the working capital is a result of a decreasthoutstanding balance of our long-term debfifgdrom the
sale of the drilling rig assets. IROC also ussdaitailable cash flow generated from operationsotatinue to
reduce its outstanding debt levels through fis€aIg2

Future cash requirements will be met through, bott limited to, funds from operations, additionalnka
financing, issue of equity as available, and paaéstle of assets. The Board of Directors, injwaction with
management, will determine the appropriate cours@abon as conditions dictate. IROC may require
additional financing in the future to implement @sategies and business objectives. It is passidt such
financing will not be available, or if availablejllnot be available on favourable terms. If IR@8Sues any
shares in the future to finance its operationsmplément its strategies, the current shareholdeiR@C will
incur a dilution of their interest

IROC's contractual financial obligations are sumixed as follows:
Payments Due by Period

Contractual Next 12 1-3 4-5 After 5
Obligations Total months years years years
Long-term debt $ 30,050 $ 3,339 $10,017 $ 10,013 6,67
Obligations under capital lease $ 32 45 3% 27 % - $

Operating leases(1) $ 4,283 $ 9,33 2,063 $ 67% 22
Total contractual obligations $ 34,405 $ 4,713 $ 12,107 $0,688 $ 6,89

(1) Operating leases relate primarily to buildings and lands leased in operations and service vehicles used in day
to day operating activities.

CAPITAL EXPENDITURES

Capital expenditures of continuing operations foe three months ended September 30, 2008 were $3.2
million, predominantly related to deposits paid the construction of 6 new service rigs, of whicte amas
delivered and 5 to be delivered in the fourth cqgradf 2008 along with miscellaneous maintenancetaap
expenditures and infrastructure support equipmefdr the nine months ended September 30, 2008atapit
expenditures of continuing operations were $5.8ionil These capital expenditures were financedgisiash
generated from operations and available creditifiasi.

Industry conditions during the second half of fis2807 lead management to suspend future capivaithrfor
fiscal 2008 plans until industry indicators imprdv® support additional growth. As such minimagpital had
been planned for fiscal 2008 targeted primarily fieatintenance capital expenditures. In light of ioved
fundamentals in the industry as a whole and denfeord our customers, the board of directors approved
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capital spending for the second half of fiscal 26@8the construction of 6 new service rigs. Ouwategy to
organically grow our capital asset base has rabuttdROC having capital assets, as a whole, in peWke
new condition. Our service rigs represent thedsargercentage, 73%, of the Corporation’s overetllbook
value of fixed assets.

The following is a summary of the capital expendituincurred during the first nine months of fis2@08:

*  $4.3 million for service rigs and related equipmeémtluding deposits;

. 0.6 million for rental services equipment;

. 0.3 million for heavy equipment in lease conginrcservices segment ;

. 0.1 million for downhole tools manufacturing ashelvelopment;

e _0.5million for other ancillary operating equipmentdanfrastructure costs.
_$5.8nillion

The vast majority of the Corporation’s capital batgelates to growth capital driven by the contthdemand
for the Corporation services as well as the stiatdégleveloping its services through internal griowt

OUTSTANDING SHARE DATA

Balance at January 1, 2008 44,251,080
Issued on exercise of stock options 50,000
Issued from treasury 15,000
Balance at November 3, 2( 44,316,08

OFF BALANCE SHEET ARRANGEMENTS

IROC has not entered into any off-balance sheangaments.

TRANSACTIONSWITH RELATED PARTIES

There were no significant or material transactiofith related parties during the three and nine mmemnded
September 30, 2008.

CHANGESIN ACCOUNTING POLICIES

The Corporation prepares its financial statement@adcordance with GAAP. Except as disclosed below,
accounting policies have been applied consistedtlying all periods included in the annual financial
statements. Certain information of the previoudgoehas been reclassified to conform to the priadiem
adopted in the current year.

ACCOUNTING PRONOUNCEMENTS

Financial Instruments and Financial Risk Management

On January 1, 2008, the Corporation adopted theadian Institute of Chartered Accountants (CICA)
Handbook Sections 3862 “Financial Instruments -cl@sures”, Section 3863 “Financial Instruments -
Presentation” and Section 1535 “Capital Disclosure&ection 3862 “Financial Instruments - Disclcessirand
Section 3863 “Financial Instruments - Presentati@place Section 3861 “Financial Instruments - Disares
and Presentation”, revising disclosures relatedirtancial instruments, including hedging instrunsgrand
carrying forward unchanged presentation requiremenSection 1535 “Capital Disclosures” requires the
Corporation to provide disclosures about the Cafion’s capital and how it is managed. The adoptd
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these new accounting standards did not impact im@uats reported in the Corporation’s financial esta¢nts;
however, it did result in expanded note disclosarte financial statements.

Inventories

On January 1, 2008, the Corporation adopted theAGH#@ndbook Section 3031 “Inventories”. Section B03
“Inventories” provides guidance on the method ofedmining the cost of the Corporation’s materiatal a
supplies. The new accounting standard specifigsitiventories are to be valued at the lower ot eosl net
realizable value. The standard requires the ralv@fspreviously recorded write downs to realizalstdue
when there is clear evidence that the net reakizafallue has increased. The adoption of Sectiorl 303
“Inventories” did not impact the Corporation’s fimaal statements.

Goodwill and intangible assets

Effective January 1, 2009, the Corporation is resgito adopt new Canadian accounting standardsdeta
goodwill and intangible assets (Section 3064). sT$tandard replaces Section 3062 “Goodwill and rothe
intangible assets” and Section 3450 “Research amdldpment costs”. The new Section establisheslatds
for the recognition, measurement, presentation disg¢losure of goodwill and intangible assets. The
Corporation is evaluating the impact of this newti® on its consolidated financial statements.

International Financial Reporting Standards

The Canadian Accounting Standards Board (AcSB) dwtfirmed that the use of International Financial
Reporting Standards (IFRS) will be required in 2@dripublicly accountable profit-oriented entergss IFRS
will replace Canada’s current GAAP for those entisgs. These include listed companies and othafitpr
oriented enterprises that are responsible to largiverse groups of stakeholders. The officiaraeover date
is for interim and annual financial statements teglato fiscal years beginning on or after Janugrii.
Companies will be required to provide comparatit’k$ information for the previous fiscal year. The
Corporation is currently evaluating the impact d@bpting IFRS.

NON-GAAP MEASURES

The financial statements have been prepared inrdacce with GAAP. Certain supplementary informatio
and measures not recognized under GAAP are provideste Management believes they assist the reader i
understanding IROC's results. These measuresdaclu

1. EBITDAS - EBITDAS is defined as earnings beforeenesst, taxes, depreciation and amortization, stock-
based compensation expense, foreign exchange gaih®sses and gains or losses on disposal of fiyope
and equipment. EBITDAS and EBITDAS per share aod recognized measures under GAAP.
Management believes that EBITDAS is provided aseasure of operating performance without reference
to financing decisions, income tax impacts and cash expenses, which are not controlled at theatipgr
management level. Accordingly, management beli@BSTDAS is a useful measure for prospective
investors in evaluating the financial performanéeahe Corporation, and specifically, the ability thfe
Corporation to service the interest on its indeb#ssd. Investors should be cautioned that EBITDAS
should not be construed as an alternative to reinie determined in accordance with GAAP as an
indicator of the Corporation’s performance. IRO@wthod of calculating EBITDAS may differ from
those of other companies, and accordingly, EBITD#&/ not be directly comparable to measures used by
other companies.
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The following is a reconciliation of EBITDAS to netcome from continuing operations:

For the 3 months ended Sept 30, For the 9 months ended Sept 30,

("Unaudited") ("Unaudited")
(in thousands of dollars) 2008 2007 2008 2007
Net earnings (loss) - continuing operations $2,673 $468 $2,389 $909
Add:
Depreciation and amortization 2,282 2,262 6,748 6,461
Other interest 68 211 227 369
Interest on long-term debt 756 850 2,558 2,327
Interest and accretion on debentures 152 236 624 707
Stock based compensation expense 62 109 220 474
Foreign exchange loss (gain) (28) (99) (34) (250)
Loss (gain) on disposal of equipment (24) 132 (82) 224
5,941 4,169 12,650 11,221
Income taxes:
Current (recovery) 0 16 0 52
Future (recovery) 191 313 362 1,246
EBITDAS - continuing oper ations 6,132 4,49¢ 13,012 12,51¢

BUSINESSRISKS

Certain activities of the Corporation are affechgdfactors that are beyond its control or influendelditional
risks and uncertainties that management may be anea®f, or that they determine to be immaterial raksp
become important factors which affect the Corporati Along with risks discussed in this MD&A, other
business risks faced by the Corporation may be dounder “Risk Factors” in the Corporation’s Annual
Information Form dated March 28, 2008 which is &lde under the Corporation’s profilewavw.sedar.com

DiscLOSURE CONTROL S AND PROCEDURES

The Corporation’s Chief Executive Officer and Chieinancial Officer (the “Certifying Officers”) are
responsible for establishing and maintaining disefe controls and procedures (the “Procedures”chvhi
provide reasonable assurance that information requo be disclosed by the Corporation under p@airor
territorial securities legislation (the “Requiredlitgs”) is reported within time periods specifie/ithout
limitation, the Procedures are designed to ensha¢ material information relating to the Corporatits
accumulated and communicated to management, imgjuts Certifying Officers, as appropriate to alléov
timely decisions regarding the Required FilingsheTCertifying Officers evaluate the effectivenegsthe
Corporation’s Procedures on a regular basis througthe year and have concluded that the Procednres
place as of the end of the period covered by trguRRed Filings are effective in providing reasomabssurance
that material information relating to the Corpooatiis accumulated and communicated to managemeht an
reported within time periods specified.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

There have been no changes in the design of thpo@aion’s internal controls over financial repogithat
have materially affected, or are reasonably likelynaterially affect, the Corporation’s internaintmls over
financial reporting during the nine months endegt&mber 30, 2008.

OUTLOOK

The outlook for remainder of fiscal 2008 and inf@02 appears to have a significant amount of unicgyta
attached to it. The global financial crisis iseating all industries and has led to a signifidafitin oil and gas
commodity pricing from the highs seen in the thipgarter of 2008. The effects of this, while difficto
predict with any high degree of certainty, appednadve hindered the ability for oil and gas prodside access
debt or equity markets to finance their operatioAs.such producers have recently begun reducigig ¢apital
spending plans for fiscal 2009 with a focus on be¢asheet preservation and matching spending eélistic
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cash flows. Increased spending by producers wily degin again when producers see sustained penbd
higher natural gas and oil prices.

Our core business, Eagle Well Servicing, has shinanit is very competitive in the market placehwittdustry
leading utilization, new equipment and competens@enel across its fleet of 31 service rigs, witradditional
5 rigs to be deployed to the field before year-efithe impact of reduced exploration programs isials but
we believe that our segment of the oilfield sersigedustry will be affected less by the reductitimsn other
segments as a result of production related worle Hake financial and operational capability thdt mét only
allow us to survive the next few quarters but ict thrive in this environment.

In addition, a number of our businesses have besitiyely impacted over the last quarter with theng US
dollar providing a cushion for commodity pricespeSifically, the direct benefits of the rising US8lldr for our
Canada Tech division are significant since exptdsed on the US dollars from that division comprise
approximately 65% of their revenues. We also eipleat the increasing US dollar and the cushion tha
provides for commodities in Canadian dollar ternik kelp fuel the continuing growth of oil and gpkys in
both Saskatchewan and British Columbia.

Further, IROC was able to substantially strengtherbalance sheet through the disposition of theshin
Drilling division assets, thereby providing greafixibility in a time of uncertainty in our busisge. The
benefits to IROC of this disposition will be seerebcoming quarters as the capital that was mad#adie as
a result of the transaction is invested into thasitins of our business that provide greater pakrgturns for
our shareholders.

For further information, please contact:

Thomas M. Alford, President & CEO

Telephone: (403) 263 - 1110
Facsimile: (403) 263 - 1182
E-mail: investorrelations@iroccorp.com
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IROC ENERGY SERVICES CORP.

Consolidated Balance Sheets

Expressed in thousands of dollars

(Unaudited)
September 30, December 31,
2008 2007
Assets
Current assets:
Cash $ 1 $ 1
Accounts receivable 17,767 15,423
Inventory 4,504 5,442
Prepaid expenses and deposits 450 359
Assets of discontinued operations (note 9) 10,502 2,960
33,224 24,185
Property and equipment (note 3) 64,258 64,893
Intangible assets (note 4) 4,793 5,376
Goodwill 8,621 8,621
Assets of discontinued operations (note 9) - 34,578
$ 110,896 $ 137,653
Liabilities and Shareholders’ Equity
Current liabilities:
Operating line of credit $ 7,314 $ 3,421
Accounts payable and accrued liabilities 7,018 5,627
Income taxes payable 46 190
Current portion of long-term debt (note 5) 3,384 6,831
Liabilities of discontinued operations (note 9) 607 383
18,369 16,452
Long-term debt (note 5) 26,737 56,457
Future income taxes 3,450 3,481
Shareholders' equity:
Share capital (note 6) 51,579 51,547
Warrants (note 6) - 828
Contributed surplus (note 6) 3,456 2,409
Retained earnings 7,305 6,479
62,340 61,263
$ 110,896 $ 137,653

See accompanying notes to the interim consolidated financial statements.

Approved on behalf of the Board:
“Tom Alford”

“Brian Neeland”

Director

Director



IROC ENERGY SERVICES CORP.

Consolidated Statements of Earnings and Retained Earnings

Expressed in thousands of dollars except share and per share amounts

(Unaudited)
Three months ended Nine months ended
September 30, September 30,
2008 2007 2008 2007
Revenue 22,488 % 17,773 $ 56,612 $ 51,497
Expenses:
Operating 13,827 10,818 36,369 31,349
General and administrative 2,529 2,457 7,231 7,629
Stock-based compensation 62 109 220 474
Depreciation and amortization 2,282 2,262 6,748 6,461
Interest and accretion on
debentures 152 236 624 707
Interest on long-term debt 756 850 2,558 2,327
Other interest 68 211 227 369
Gain on disposal of equipment (28) (99) (34) (250)
Foreign exchange (gain) loss (24) 132 (82) 224
19,624 16,976 53,861 49,290
Earnings before income taxes
from continuing operations 2,864 797 2,751 2,207
Income taxes (recovery):
Current - 16 - 52
Future 191 313 362 1,246
Net earnings from
continuing operations 2,673 468 2,389 909
Net earnings (loss) from discontinued
operations (note 9) (2,387) (99) (1,563) 1,036
Net earnings 286 369 826 1,945
Retained earnings, beginning of period 7,019 5,916 6,479 4,340
Retained earnings, end of period 7,305 $ 6,285 $ 7,305  $ 6,285
Earnings per share from
continuing operations:
Basic 0.06 $ 0.01 $ 0.05 $ 0.03
Diluted 0.06 $ 0.01 $ 0.05 $ 0.02
Earnings (loss) per share from
discontinued operations:
Basic (0.05) % 0.00 $ (0.03) % 0.02
Diluted (0.05) % 000 $ (0.03) % 0.02
Earnings per share:
Basic 0.01 $ 0.01 $ 0.02 $ 0.05
Diluted 0.01 $ 0.01 $ 0.02 $ 0.04
Weighted average number of shares
outstanding:
Basic 44,304,504 44,251,080 44,285,624 43,164,377
Diluted 44,324,122 44,336,011 44,446,091 43,273,275

See accompanying notes to the interim consolidated financial statements.



IROC ENERGY SERVICES CORP.

Consolidated Statements of Cash Flows
Expressed in thousands of dollars
(Unaudited)

Three months ended
September 30,

Nine months ended
September 30,

2008 2007 2008 2007
Cash provided by (used in):
Operations:
Net earnings from continuing
operations 2,673 $ 468 2,389 909
Items not affecting cash:
Depreciation and amortization 2,282 2,262 6,748 6,461
Future income taxes 191 313 362 1,246
Stock-based compensation 62 109 220 474
Non-cash accretion on debentures 64 96 256 288
Gain on disposal of property
and equipment (28) (99) (34) (250)
5,244 3,149 9,941 9,128
Changes in non-cash working
capital balances (note 7) (4,185) (1,504) (249) (787)
1,059 1,645 9,692 8,341
Discontinued operations (note 9):
Funds provided by
discontinued operations 144 68 1,491 1,540
Changes in non-cash working capital
balances of discontinued operations (285) 845 782 426
918 2,558 11,965 10,307
Investing:
Purchase of property and equipment
of continuing operations (3,153) (5,977) (5,807) (17,552)
Purchase of property and equipment
of discontinued operations (473) (408) (906) (2,117)
Proceeds on disposal of property and
equipment from continuing operations 87 469 648 1,816
Proceeds on disposal of equipment from
discontinued operations 23,935 333 23,935 1,235
Business acquisitions - - - (1,000)
Change in non-cash working
capital balances (note 7) - 1,228 - (139)
20,396 (4,355) 17,870 (17,757)
Financing:
Repayment of long-term debt (21,619) (214) (26,421) (634)
Operating loan advances (repayments) 7,290 (2,341) 3,893 (1,388)
Repayment of debentures (7,000) - (7,000) -
Issue of long-term debt - 4,352 - 9,660
Issue of common shares 15 - 33 12
Loan commitment fees - - (340) (200)
(21,314) 1,797 (29,835) 7,450
Increase in cash - - - -
Cash at beginning of period 1 1 1 1
Cash at end of period 1 % 1 1 1

See accompanying notes to the interim consolidated financial statements.



IROC ENERGY SERVICES CORP.

Notes to the Interim Consolidated Financial Statements

Expressed in thousands of dollars except share and per share amounts
Three and nine months ended September 30, 2008 and 2007
(Unaudited)

1. Basis of presentation and going concern:

IROC Energy Services Corp. (the "Corporation™) is a Canadian corporation supplying equipment
and personnel to oil and gas contractors and producers. The Corporation's common stock is
traded on the TSX under the symbol ISC.

These interim unaudited consolidated financial statements of the Corporation have been
prepared by management in accordance with Canadian generally accepted accounting principles
for interim financial statements and follow the same accounting policies and methods of
computation as the consolidated financial statements for the fiscal year ended December 31,
2007 except as noted below. The disclosures provided below are incremental to those included
in the annual consolidated financial statements such that these interim financial statements and
the notes thereto should be read in conjunction with the Corporation’s audited financial
statements for the year ended December 31, 2007 contained in the Corporation’s 2007 annual
report.

Accounting measurements at interim dates inherently involve greater reliance on estimates than
at year-end and the results of operations for the interim periods shown in these statements are
not necessarily indicative of results to be expected for the fiscal year. In the opinion of
management, the accompanying unaudited interim consolidated financial statements include all
adjustments necessary to present fairly the consolidated results of the Corporation’s operations
and cash flows for the three and nine months ended September 30, 2008 and 2007.

a) Changes in accounting policies:
i) Financial Instruments and Capital Disclosures

On January 1, 2008, the Corporation adopted the Canadian Institute of Chartered
Accountants (CICA) Handbook Sections 3862 “Financial Instruments - Disclosures”, Section
3863 “Financial Instruments - Presentation” and Section 1535 “Capital Disclosures”.

Section 3862 “Financial Instruments - Disclosures” and Section 3863 “Financial Instruments -
Presentation” replace Section 3861 “Financial Instruments - Disclosures and Presentation”,
revising disclosures related to financial instruments, including hedging instruments, and
carrying forward unchanged presentation requirements. Section 1535 “Capital Disclosures”
requires the Corporation to provide disclosures about the Corporation’s capital and how it is
managed.

The adoption of these new accounting standards did not impact the amounts reported in the
Corporation’s financial statements; however, it did result in expanded note disclosure (see
Note 10).



IROC ENERGY SERVICES CORP.

Notes to the Interim Consolidated Financial Statements

Expressed in thousands of dollars except share and per share amounts
Three and nine months ended September 30, 2008 and 2007
(Unaudited)

1. Basis of presentation and going concern (continued):

a)

b)

Changes in accounting policies (continued):
i) Inventories

On January 1, 2008, the Corporation adopted the CICA Handbook Section 3031
“Inventories”. Section 3031 “Inventories” provides guidance on the method of determining
the cost of the Corporation’s materials and supplies. The new accounting standard specifies
that inventories are to be valued at the lower of cost and net realizable value which is
consistent with the Corporation’s current accounting policy. The standard requires the
reversal of previously recorded write downs to realizable value when there is clear evidence
that the net realizable value has increased. The adoption of Section 3031 “Inventories” did
not significantly impact the Corporation’s financial statements.

Future accounting pronouncements
i) Goodwill and intangible assets

Effective January 1, 2009, the Corporation is required to adopt new Canadian accounting
standards related to goodwill and intangible assets (Section 3064). This standard replaces
Section 3062 “Goodwill and other intangible assets” and Section 3450 “Research and
development costs”. The new Section establishes standards for the recognition,
measurement, presentation and disclosure of goodwill and intangible assets. The
Corporation is evaluating the impact of this new Section on its consolidated financial
statements.

i) International Financial Reporting Standards

The Canadian Accounting Standards Board (AcSB) has confirmed that the use of
International Financial Reporting Standards (IFRS) will be required in 2011 for publicly
accountable profit-oriented enterprises. IFRS will replace Canada’s current GAAP for those
enterprises. These include listed companies and other profit-oriented enterprises that are
responsible to large or diverse groups of stakeholders. The official changeover date is for
interim and annual financial statements related to fiscal years beginning on or after January
1, 2011. Companies will be required to provide comparative IFRS information for the
previous fiscal year. The Corporation is currently evaluating the impact of adopting IFRS.

Comparative figures

Certain comparative figures have been reclassified to conform to the current period financial
statement presentation.
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2. Seasonality:

The Corporation’s operations are carried on in western Canada. The ability to move heavy
equipment in the 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 breakup” has a direct impact on the
Corporation’s activity levels. In addition, many exploration and production areas in northern
Canada are accessible only in winter months when the ground is frozen enough to support
equipment. The timing of freeze up and spring breakup affects the ability to move equipment in
and out of these areas. As a result, late March through May is traditionally the Corporation’s
slowest time, and as such the operating results of the Corporation will vary on a quarterly basis.

3. Property and equipment:

September 30, December 31,

2008 2007

Accumulated Net book Net book

Cost depreciation value value

Service rig equipment $ 56,087 $ 12355 $ 43,732 $ 47,236
Rental equipment 9,017 1,718 7,299 7,779
Heavy equipment 6,869 2,709 4,160 4,464
Field equipment 6,612 4,100 2,512 3,082
Other equipment 2,730 1,784 946 916
Trailers 1,526 927 599 753
Leasehold improvements 783 282 501 536
Data acquisition centre 365 257 108 127
Assets under construction 4,401 - 4,401 -
$ 88,390 $ 24,132 $ 64,258 $ 64,893
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4,

Intangible assets:

Intangible assets consist of the following:

September 30, December 31,

2008 2007

Accumulated Net book Net book

Cost amortization value value

Intangible assets $ 6,700 $ 2,840 $ 3,860 $ 4,542
Pre-operating expenditures 771 322 449 565
Loan commitment fees 609 125 484 269
$ 8,080 $ 3,287 $ 4,793 $ 5,376

The loan commitment fees are related to the Corporation’s revolving credit facility entered into in
December of 2007 and are being amortized over the term of the facility.

Long-term debt and debentures:

September 30, December 31,
2008 2007
Extendible revolving capital equipment acquisition facility of up to
$63,000 requiring no principal payments during the term,
secured by a general assignment of book debts and a security
arrangement covering all assets of the Corporation. Drawings
bear interest at the bank’s prime rate plus 1.25%. The effective
interest rate at September 30, 2008 was 6%. The facility expires
on May 30, 2009 and is renewable at the lenders option for an
additional 364 day period. If not renewed, the facility is
repayable over a period of three years. $ 30,050 $ 56,400
Unsecured non-convertible and non-transferable debentures
repaid during the year. - 6,744
Obligations under capital leases, repayable in monthly
installments totaling $5 plus interest at rates varying from
3.8% to 12.2%, secured by the specific equipment. 71 144
30,121 63,288
Less current portion 3,384 6,831
$ 26,737 $ 56,457
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6. Share capital:
(a) Authorized:

Unlimited number of voting common shares without nominal or par value

(b) Issued:
Number Amount
Balance at December 31, 2007 44,251,080 $ 51,547
Issued on exercise of options 50,000 17
Issued from treasury 15,000 15
Balance at September 30, 2008 44,316,080 $ 51,579

(c) Stock options:

Changes in the number of common shares under option during the nine month period ended
September 30, 2008 are summarized as follows:

Weighted

Number of average

options price

Total options outstanding, December 31, 2007 1,727,083 $ 233
Granted 1,027,500 0.88
Forfeited (823,958) 1.06
Exercised (50,000) 0.35
Outstanding, September 30, 2008 1,880,625 $ 171
Exercisable at September 30, 2008 832,498 $ 258

The average fair value of options issued during the nine months ended September 30, 2008
was $0.64 per option using the Black-Scholes option pricing model.
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6. Share capital (continued):

(d) Contributed surplus:

The Corporation recorded stock-based compensation expense and contributed surplus of
$220 (2007 - $507) for the nine months ended September 30, 2008. Contributed surplus was
reduced and share capital was increased by $nil (2007 - $nil) for options that were exercised
during the nine months ended September 30, 2008. Contributed surplus was increased and
warrants were decreased by $828 (2007 - $nil) for warrants that expired during the year.

7. Supplemental cash flow information:

Three months ended
September 30,

Nine months ended
September 30,

2008 2007 2008 2007
Interest paid $ 913 $ 1,201 $ 3,153 $ 3,116
Income taxes paid $ - 3 - $ 143 $ 91
Changes in non-cash working
capital components of
continuing operations:
Accounts receivable $ (7,245) $ (3,126) $ (2,345) % 316
Inventory 44 (489) 938 (1,770)
Prepaid expenses a7 (22) (92) 69
Accounts payable
and accrued liabilities 2,869 2,117 1,392 650
Income taxes payable - 16 (143) (52)
$ (4,185) $ (1504) $ (249) $ (787)
Changes in non-cash working
capital items in investing
activities:
Deposits on capital
assets $ - 3 (207) % - $ (671)
Accounts payable on
capital assets - 1,435 - 532
$ - $ 1228 % - $ (139)
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8. Segmented information:

As at September 30, 2008 the Corporation operates in two main segments, which are
substantially in one geographic region. Drilling and production services includes service rigs and
related equipment, oilfield rental equipment and services, and lease construction and road
building services all of which assist oil and gas companies and contractors in drilling and
production activities in oil and gas wells. Technology services includes remote communications
products and services, safety and air monitoring services and equipment, and manufacturing and
distribution of downhole pressure and temperature measurement tools all of which provide
technology based solutions to assist oil and gas companies in the production of oil and gas.

Drilling and

Three months ended Production Technology

September 30, 2008 Services Services Corporate Total
Revenue $ 16,408 $ 6,080 $ - $ 22,488
Depreciation and amortization 1,647 479 156 2,282
Interest on long-term debt - - 756 756
Interest and accretion on debentures - - 152 152
Other interest - - 68 68
Net earnings (loss) — continuing operations 4,263 769 (2,359) 2,673
Intangible assets 623 3,685 485 4,793
Goodwill 1,340 7,281 - 8,621
Property and equipment 58,847 4,352 1,059 64,258
Capital expenditures 2,705 71 377 3,153

Drilling and

Three months ended Production Technology

September 30, 2007 Services Services Corporate Total
Revenue $ 12,391 $ 5,382 $ - $ 17,773
Depreciation and amortization 1,472 617 173 2,262
Interest on long-term debt - - 850 850
Interest and accretion on debentures - - 236 236
Other interest - - 211 211
Net earnings (loss) — continuing operations 2,990 182 (2,704) 468
Intangible assets 837 4,555 - 5,392
Goodwill 1,340 7,281 - 8,621
Property and equipment 56,828 5,492 1,222 63,542
Capital expenditures 5,693 153 131 5,977
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8. Segmented information (continued):

Drilling and

Nine months ended Production Technology

September 30, 2008 Services Services Corporate Total
Revenue $ 41,098 $ 15,514 $ - $ 56,612
Depreciation and amortization 4,911 1,468 369 6,748
Interest on long-term debt - - 2,558 2,558
Interest and accretion on debentures - - 624 624
Other interest - - 227 227
Net earnings (loss) — continuing operations 8,813 935 (7,359) 2,389
Intangible assets 623 3,685 485 4,793
Goodwill 1,340 7,281 - 8,621
Property and equipment 58,847 4,352 1,059 64,258
Capital expenditures 5,153 173 481 5,807

Drilling and

Nine months ended Production Technology

September 30, 2007 Services Services Corporate Total
Revenue $ 35,052 $ 16,445 $ - $ 51,497
Depreciation and amortization 4,093 1,834 534 6,461
Interest on long-term debt - - 2,327 2,327
Interest and accretion on debentures - - 707 707
Other interest - - 369 369
Net earnings (loss) — continuing operations 7,768 1,062 (7,921) 909
Intangible assets 837 4,555 - 5,392
Goodwill 1,340 7,281 - 8,621
Property and equipment 56,828 5,492 1,222 63,542
Capital expenditures 16,448 787 317 17,552

Approximately 11.0% (2007 - 10.5%) of the Corporation’s total sales for the period were derived
from one customer. This accounts for 14.8 % (2007 - 14.8%) of revenue in the Drilling and
Production Services division and 0.1% (2007 — 0.0%) of revenue in the Technology Services
division.

9. Discontinued operations:

During the most recent quarter, the Corporation disposed of its contract drilling rig division
included in the Drilling and Production Services segment for cash consideration of $32,035, net of
selling costs. The assets disposed consisted of four drilling rigs and related support equipment
that operated under the brand name of Mission Drilling. The sale of the first three rigs closed on
September 19, 2008 and the final closing on the fourth rig was October 29, 2008. Net cash
proceeds of $23,935 were received on Sept 19, 2008 and $8,100 was received on October 29,
2008.
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9. Discontinued operations (continued):

During the fiscal year ended December 31, 2006, management identified the remediation and
consulting operations, included in the Drilling and Production Services segment, to be disposed of
and shut down as a result of financial and operational performance and the need to focus on the
continuing operations of the Corporation. The disposal group consisted of certain fixed assets
consisting of trucks and trailers used in remediation work and certain inventory utilized in the
provision of environmental consulting services. On February 22, 2007 the Corporation entered
into a letter of intent to sell the property and equipment of the remediation business and
completed this sale during the first quarter of fiscal 2007. The inventory related to the
environmental consulting services was written down to a net realizable value of $nil at December
31, 2006 as management determined there is no foreseeable market for the disposal of this
inventory.

Three months ended Nine months ended
September 30, September 30,
2008 2007 2008 2007
Revenue from discontinued
operations:
Remediation and consulting  $ - $ - $ - $ 277
Contract drilling 2,600 $ 1,126 $ 7,447 $ 5,178
2,600 1,126 7,447 5,455
Earnings (loss) from discontinued
operations before income taxes:
Remediation and consulting - 2 - 30
Contract drilling (209) (174) 444 710
(209) (172) 444 740
Income taxes — future (recovery) (223) (73) (394) (317)
Earnings (loss) from discontinued
operations before the following: 14 (99) 838 1,057
Loss on disposal of net assets from
discontinued operations:
Remediation and consulting - - - (21)
Contract drilling (2,401) - (2,401) -
Net earnings (loss) from
discontinued operations $ (2,387) % 99) $ (1,563) $ 1,036
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9. Discontinued operations (continued):

The following table provides additional information with respect to amounts included in the

balance sheet as assets and liabilities of discontinued operations:

September 30, December 31,

2008 2007

Accounts receivable $ 2,402 % 2,960
Note receivable 8,100 -
Current assets of discontinued operations $ 10,502 $ 2,960
Property and equipment $ - $ 34,578
Current liabilities of discontinued operations $ 607 $ 383

The following table provides additional information with respect to amounts included in the

statement of cash flows related to discontinued operations:

Three months ended
September 30,

Nine months ended

September 30,

2008 2007 2008 2007
Net earnings (loss) from discontinued
operations $ (2,387) $ (99) $ (1,563) $ 1,036
Items not affecting cash:
Depreciation 359 228 1,049 767
Loss on disposal of net asset
from discontinued operations 2,401 - 2,401 21
Future income tax recovery (223) (73) (394) (317)
Stock based compensation (6) 12 (2) 33
Funds provided by
discontinued operations $ 144 $ 68 $ 1,491 $ 1,540

-30 -



IROC ENERGY SERVICES CORP.

Notes to the Interim Consolidated Financial Statements

Expressed in thousands of dollars except share and per share amounts
Three and nine months ended September 30, 2008 and 2007
(Unaudited)

9. Discontinued operations (continued):

Three months ended Nine months ended
September 30, September 30,
2008 2007 2008 2007
Components of change in non-cash
working capital balance of
discontinued operations:
Accounts receivable $ (203) % 633 $ 558 % 262
Accounts payable and accrued
liabilities (82) 212 224 164
$ (285) $ 845 $ 782 % 426

10. Financial instruments and financial risk management

a) Foreign currency risk

Foreign currency risk is the risk of financial loss to the Corporation due to the fluctuation of
financial commitments, assets, liabilities, income or cash flows due to changes in foreign
exchange rates.

The Corporation is exposed to foreign currency fluctuations in relation to its international
operations as most of its foreign sales are denominated in United States dollars. The volume
of international sales denominated in United States dollars is estimated at 45% of the
Technology Services segment. The foreign currency risk is somewhat mitigated with a
natural hedge in that certain input costs to manufacture products sold in the Technology
Services segment are procured from suppliers in the United States with transactions
denominated in United States dollars. The foreign currency risks are further mitigated
through attempts to collect and pay foreign currency denominated balances in a timely
fashion and to maintain very little excess cash in United States dollar bank accounts.
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10. Financial instruments and financial risk management (continued):

b)

d)

Credit risk

Credit risk is the risk of financial loss to the Corporation if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from the
Corporation’s receivables from customers.

Accounts receivable includes balances from a large number of customers primarily operating
in the oil and gas industry. The Corporation assesses the credit worthiness of its customers
on an ongoing basis as well as monitoring the amount and age of balances outstanding. The
Corporation’s exposure to credit risk is influenced mainly by the individual characteristics of
each customer. The Corporation views the credit risk on these amounts as normal for the
industry.

For the nine months ended September 30, 2008, sales generated from the Corporation’s
three largest customers totaled 26.7% (2007 — 19.6%) of its total sales. The amounts
receivable from these customers as at September 30, 2008 was $3,779 (December 31, 2007
- $2,716). As at September 30, 2008, the Corporation has made a provision for doubtful
accounts receivable in the amount of $1,029 representing 5.25% of its total accounts
receivable.

Interest rate risk

Interest rate risk is the risk that future cash flow will fluctuate as a result of change in market
interest rates.

The Corporation is exposed to interest rate fluctuations on its most significant debt item
recognized in its financial statement which bears a floating market interest rate. For the nine
months ended September 30, 2008, if the prime interest rate increased/decreased by 1%,
with all other variables held constant, net earnings would have been $402 lower/higher. The
Corporation has not entered into any interest rate swaps or other financial arrangements that
mitigate the Corporation’s exposure to interest rate fluctuations.

Liquidity risk

Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as
they fall due. The Corporation’s approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both

normal and stressed conditions, without incurring unacceptable losses or risking damage to
the Corporation’s reputation.

The Corporation has an operating loan which has a maximum available balance of the lesser
of 75% of its trade accounts receivable or $12,500. As at September 30, 2008, the balance
on the operating loan was $7,314.
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10. Financial instruments and financial risk management (continued):
e) Capital disclosures:

The Corporation’s objectives when managing capital are: i) to maintain a flexible capital
structure which optimizes the cost of capital at acceptable risk while providing an appropriate
return to its shareholders; ii) to manage capital in a manner which balances the interests of
equity and debt holders; iii) to manage capital in a manner that will maintain compliance with
its financial covenants; iv) to maintain a strong capital base so as to maintain investor,
creditor and market confidence and to sustain future development of the business.

The Corporation manages its capital structure and makes adjustments to it in accordance
with the aforementioned objectives, as well as in light of changes in economic conditions. In
order to maintain or adjust its capital structure, the Corporation may, but is not limited to,
issue new shares, issue new debt, issue new debt replacing existing debt with different
characteristics, or purchase shares for cancellation pursuant to normal course issuer bids.

The Corporation monitors capital using a key financial metric of debt-to-capitalization, which
is not a recognized measure under generally accepted accounting principles (“GAAP”) and,
therefore, is unlikely to be comparable to similar measures of other companies. For the
purpose of this calculation, debt includes operating loans, current portion of long-term debt,
long-term debt and debentures, and capitalization is calculated as the total debt, as described
above, and shareholders’ equity less goodwill and intangible assets. The Corporation’s
strategy is to maintain this ratio within the limit of its financial covenants on its credit facilities
given its current operating structure. The Corporation may be required to increase this from
time to time as a result of expansion activities.

The debt-to-capitalization ratios at September 30, 2008 and December 31, 2007 are as

follows:
September 30, December 31,
2008 2007
Debt $ 37435 $ 66,709
Equity (net of intangible assets and goodwiill) 48,926 47,266
Capitalization $ 86,361 $ 113,975
Debt-to-capitalization ratio 0.43 0.59
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