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(IROC

PRESIDENT’S MESSAGE

Dear Shareholders

Operating conditions, specifically in Western Canada, contituel@teriorate over the second quarter of
2009. Low commodity pricing and lack of access to capitatiferproducing companies led to reduced
drilling activity having a direct effect on our completiondaproduction oriented businesses in well
servicing and rentals. Given that management does not see impravienthe near future our focus has
been on maximizing revenues while at the same time reducing @ostiett the current levels of activity.

Eagle Well Servicing operates rigs in Estevan and LloydminStskatchewan as well as Grande Prairie
and Red Deer, Alberta. Activity is markedly different in th tprovinces given the current regulatory
and royalty environment creating significantly different castironment for operators. Additionally, the
price of oil has recovered from its first quarter lows, tatgf activity to the more oil prone areas in
Saskatchewan and away from the gas based activity that is preddninSouthern and Northwest
Alberta. This has created problems for the service industrienms of absorbing fixed costs and
determining appropriate crew levels which are vital to the operatib at the same time carry a cost that
is also being absorbed while we compete for the fewer jobkbleaiGiven the general financial strength
of our competitors in the industry and excess equipment lewtsss all operating areas, significant
pricing pressure developed during the quarter. It is ouefablat some of the work that is being awarded
currently is being bid at levels that do not recoup full @upocket costs for service rig operators. While
this situation is sure to change over time as other factors awim play, management will operate as if
this pricing is longer term in nature. Cost control Wi vital in maintaining our profitability during the
coming quarters in our service rig business.

The benefits that have always been inherent in our businedsl memain in play today. Our new
equipment can be operated more efficiently from a cost perspeitigdiionally, as crews become scarce,
given the lack of activity, we should be able to maintain a cb@mponent crews and quickly add in
response to any increase in demand for our equipment. The wghraold design of our equipment is
also an advantage to the oil company in terms of efficiency artdsauigs, something that is being
understood more as our marketing efforts become more focughi goint. Whereas oil companies have
been more concerned with access to equipment over the past fewigehe current environment cost
and efficiency has become the single important factor in choassegvice rig contractor. The advantages
our company has are obvious and will be integral in our sugtésis environment.

Canada Tech is performing well given the reduced capital expesalituiWestern Canada and to a lesser
extent in International markets. The second quarter of 2009 iemped some improvement over the
previous quarter with continued improvement in our contisumonitoring product lines. We have
worked diligently to introduce new products into the markeiuding some that have shown real promise
for future sales. Our product line has been refined with atasigon profitability, enabling Canada Tech
to reduce inventory levels and better manage costs. PositiieDBBhas achieved during the quarter and
we see continued improvement as we believe Canadian activitg et reached a bottom and there are
signs that International demand for our products iesming. Volatility in the currency markets has given
Canada Tech some cause for concern during the quarter with theisapid the value of the Canadian
dollar as compared to its US counterpart. Management iseirprithcess of taking definitive steps to
consolidate our facilities with the relocation of our manuf@oet) quality control and engineering
operations into one facility in Calgary. The cost savingsedficiencies will be partially seen immediately
with the full impact coming over the coming quarters as fgalitd personnel costs are rationalized.

Aero Rentals continues to penetrate available markets even wilimitsd inventory of assets. The
difficult operating environment is a bit of a blessing fsgro as opportunities to get bigger through
acquisition or purchase of reasonably priced assets are now degel@ur facilities and operating



personnel have the demonstrated capability to handle more aclitigybusiness model will deliver
superior earnings once we are able to deliver greater revenuegeAitarentory of equipment will make
this possible and increasing inventory is management’'s nuontgepriority as it relates to the future of
Aero Rentals.

The sale of our drilling, safety and construction businelsassallowed us to reduce administrative costs
significantly. Additional administrative cost cutting measuregplemented during the quarter will
continue the trend that is evident with second quarter numbers.

Despite the doom and gloom evident in the industry, IR@Gains in very good shape financially. The
opportunities that will come from maintaining a solid bakrsheet are becoming more abundant.
Consolidation is inevitable as the industry goes thrahgke tough times and it is management’s belief
that IROC is in a solid position to enhance shareholdeevahereasing pressure on margins combined
with deteriorating balance sheets and lack of access to capital hasdhdweg mindset of many
companies, leading us to believe that mergers and asset dspositill increase over the next few
months. Our balance sheet is solid, our asset base is the ireaessegment of the service business, and
our performance remains favorable in comparison to our comgetiithere will be opportunity and
IROC’s management will act appropriately when the time id.righ

Going forward we do not expect further deterioration in dgtibut see no catalyst that will increase
activity in any substantial way in the near term. Managemerit asiftinue to diligently monitor
conditions and work towards providing stability for @mployees and customers in the short term until
activity increases which will provide relief for all parties asated with the oilfield services industry in
Western Canada.

Respectfully submitted,

S O

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 shatgpanshare amounts)

For the 3 months ended June 30, For the six months ended June 30,
(Unaudited) (Unaudited)
2009 2008 % Change 2009 2008 % Change
Revenue - continuing operations $9,302 $10,154 -8% $23,310 $29,674 -21%
Operating costs 6,567 7,519 -13% 15,793 19,239 -18%
Gross margin 2,735 2,635 1% 7,517 10,435 -28%
Gross margin % 29% 26% 12% 32% 35% -9%
General and administrative expenses 2,159 2,150 0% 4,360 4,036 8%
EBITDAS - continuing operatiord 576 485 19% 3,157 6,399 -51%
Per share diluted (1) 0.01 0.01 0% 0.07 0.14 -50%
Net earnings (loss) - continuing operations (1,260) (1,894) 33% (1,176) 256 -559%
Per share diluted (0.03) (0.04) 25% (0.03) 0.01 -560%
Net earnings (loss) (1,260) (2,142) 41% (772) 595 -230%
Per share diluted (0.03) (0.05) 40% (0.02) 0.01 -230%
Number of shares outstanding
Basic 44,200,651 44,301,080 0% 44,248,284 44,276,080 0%
Diluted 44,200,651 44,321,531 0% 44248284 44,304,325 0%

(1) Refer to the “NON-GAAP MEASURES” section forfler details.

This Management’s Discussion and Analysis (MD&Agudees on key statistics from the consolidated firzdn
statements of IROC Energy Services Corp. (unlessdimtext indicates otherwise, a reference inNsA to
“IROC”, the “Corporation”, “we”, “us”, or “our” meas IROC Energy Services Corp. and includes diradt a
indirect subsidiaries of IROC and partnership iests held by IROC and its subsidiaries) for theehand six
months ended June 30, 2009 as compared to the dhiksix months ended June 30, 2008, and pertains t
known risks and uncertainties relating to our besf This MD&A should not be considered all-inolasas it
excludes changes that may occur in general econguiitical and environmental conditions. This MB&f

the financial condition and results of operatioos the three and six months ended June 30, 2009 dcslhe
read in conjunction with the annual audited comisdéd financial statements for the year ended Dbeeidi,
2008 and related notes and material containedherqiarts of this report as well as the Corporaiédmnual
Information Form (“AIF”). Additional informationalating to IROC, including IROC’s AlF, may be found
SEDAR at www.sedar.com. This MD&A was preparei@atfve August 7, 2009. All amounts are expressed
in Canadian dollars unless otherwise noted.

Cautionary Satement Regarding Forward Looking Information and Statements

Certain statements contained in this MD&A and Ardn&eport, including statements related to the
Corporation’s 2009 capital expenditures and grasgthortunities, outlook for future oil and gas psgceyclical
industry fundamentals, drilling, completion, worlewvand abandonment activity levels, the Corporation
ability to fund future obligations and capital ergéures, and statements that contain words suchcasd”,

”oou ” oo ” o u

“should”, “can”, “anticipate”, “expect”, “believe”;will’, “may”, “likely”, “estimate”, “predict”, “p otential”,
“continue”, “maintain”, “retain”, “grow”, and simir expressions and statements relating to mattatsate not
historical facts constitute “forward-looking infoation” within the meaning of applicable Canadianuséies
legislation. These statements are based on cextaimmptions and analysis made by the Corporatibiglit of
its experience and its perception of historicahti® current conditions and expected future deveéoys as
well as other factors it believes are appropriatéhée circumstances. In particular, the Corpordierpectation
of uncertain demand and prices for oil and natgeal and the resulting depressed industry actimit3009, is
premised on the Corporation’s customers’ reductimngheir capital budgets, the focus of its custmmen
deeper drilling opportunities in the current natugas pricing environment and the potential impatthe
recent global financial crisis on their ability sccess capital and its impact on economic actiwibych
translates into demand for oil and gas. The ardteigp capital additions to and enhancement of the



Corporation’s well servicing and rental operatiam€anada are premised on access to capital anchodity
price influence on cash flows of the Corporatiatistomers, which directly impact oilfield activiyd pricing
pressure for IROC services. Whether actual resylesformance or achievements will conform to the
Corporation’s expectations and predictions is subj@® a number of known and unknown risks and
uncertainties which could cause actual resultsifferdmaterially from the Corporation’s expectation Such
risks and uncertainties include, but are not lichite: fluctuations in the price and demand forasill natural
gas; fluctuations in the level of oil and naturasgexploration and development activities; fludtred in the
demand for well servicing; the effects of weathenditions on operations and facilities; the existerof
competitive operating risks inherent in well seivi; general economic, market or business condition
changes in laws or regulations, including taxatienyironmental and currency regulations; the la¢k o
availability of qualified personnel or managemeht other risk factors set forth under the headBgsiness
Risks” in this MD&A and other unforeseen conditiomhich could impact on the use of services suppigd
the Corporation. Consequently, all of the forwhrdking information and statements made in this MD&re
qualified by this cautionary statement and thene loa no assurance that the actual results or dawelots
anticipated by the Corporation will be realized@ren if substantially realized, that they will kathe expected
consequences to or effects on the Corporatiorsdsusiness or operations. Except as may be relojréaw,
the Company assumes no obligation to update pytdicl such forward-looking information and statetaen
whether as a result of new information, future éseor otherwise.

OVERALL PERFORMANCE

The low activity levels experienced during thetfigsiarter of 2009 continued through the secondtgquafThe
global economic conditions and the uncertaintyahmodity prices for oil and gas lead to some ofltiveest
historical activity levels in the oilfield in Canadluring the first half of 2009. The result ofsbefactors has
had a dramatic effect on oil and gas producerdngad many of our customers reducing their planaetivity
levels in exploration and development for fiscaD2@ith a focus on balance sheet preservation aatdhimg
spending with realistic cash flows. The downtumnaictivity brought about by these conditions, heedlto
substantial pricing pressure and lower utilizafioall oilfield related services.

IROC was able to substantially strengthen its bzdagsheet through the timely disposition of certirisions’
assets, thereby providing greater flexibility inime of uncertainty. Actions were taken to make balance
sheet stronger, appropriate asset rationalizatimre made, administrative costs have been cuteguipment
is best in class, opportunity exists for us to oo to grow, and management continues to remaiasfad on
growing shareholder value. We understand thatméraa cyclical business and therefore the neadanage
the down side of the cycle is just as importanbtw longer term viability as it is during periodé greater
activity.

Further focus on our core businesses was a key @oamp of our strategy going forward and as sucinguhe
fourth quarter of 2008 management solicited intef@sthe sale of the assets and operations ofo@m, the
Corporation’s safety, communication and monitoridiyision, and Envirocore, the Corporation’s lease
construction division. During the first quarter 8009 IROC completed the sale of both Oricomm and
Envirocore divisions for a total of $8.44 millioof which $6.3 million was received in cash and ltlaéance on
assumption of notes receivable totaling $2.14 anilliesulting in a recorded gain on sale of appratéty $1.0
million. The cash proceeds of $6.3 million wereedigo further reduce IROC’s outstanding long-teraitd
The benefit of divesting of these divisions allodR©C to focus on its core businesses.

Throughout the remainder of this MD&A amounts aresgnted on a continuing operations basis to more
accurately reflect the way in which IROC intend®p®rate on a continuing basis.

Highlights for the three and six months ended BMhe2009 as compared to same period of 2008:

* IROC's revenue from continuing operations for teeand quarter ended June 30, 2009 decreased 8%,
from $10.2 million to $9.3 million compared to tekeme period in 2008. Revenue for the six months
ended June 30, 2009 was $23.3 million compared2®7$million, representing a decrease of 21%.
Although IROC had additional equipment capacityryaeer year from the service rig build program
in the second half of fiscal 2008, additional revergrowth was hampered as a result of lower than
expected utilization and competitive pressure aaiqg. Activity levels were slightly higher in ot
Aero Rentals and Canada Tech divisions’ year oear Yor the second quarter; however, the increases
were not enough to offset the decline in our servig segment during the quarter. All divisionsan



year to date basis to the end of June 30, 2009oarer than the previous year as a result of the
significant reduction in demand for services brdugjfout by the low commodity price environment.

EBITDAS from continuing operations for the seconder ended June 30, 2009 was $0.6 million or
$0.01 per share, compared to $0.5 million, or $@édshare, in the same period of 2008. For the si
months ended June 30, 2009 EBITDAS was $3.2 milin$0.07 per share compared to $6.4 million
or $0.14 per share in the same period of 2008 ceedse of 51%. EBITDAS for the second quarter
was relatively flat compared to the same period@if8 even though utilization and pricing were down
year over year as result of continued focus on @stagement and indefinite deferral on discretipnar
spending. EBITDAS for the six months decreased gear year mainly as a result of lower activity
levels across the industry. Additionally, opergtitosts were higher as field personnel wages were
increased in October 2008 at a time when the imgdusttivity levels were reducing. In the past
pricing to customers was increased to partiallgetfSome of these higher costs and with the inedeas
competitive environment and lower demand from cugts, pricing increases were not achievable.
Generally costs associated with field activitiesehaot moved directionally with the lower demand
environment despite best efforts of our peoplehaset is a base line of costs necessary to operate.
EBITDAS as a percentage of revenue was 13.5% ar@¥@for the six months ended June 30, 2009
and 2008, respectively.

The Corporation had a net loss from continuing apens of $1.3 million, or loss of $0.03 per share,
for the three months ended June 30, 2009 comparachet loss of $1.9 million, or loss of $0.04 per
share, for the comparable period for 2008. Forsikemonths ended June 30, 2009 the Corporation
had a net loss from continuing operations of $1liliam, or a loss of $0.03 per share, compareddb n
earnings of $0.3 million, or $0.01 per share, foe tsame period of 2008. The improvement in
earnings for the three month period is from lowgeliest costs as a result of reduced debt levets fr
the same period of 2008 as well an increase irirtb@me tax recovery in the current quarter. The
reduction in earnings for the six month period caneg to 2008 is due to lower margins on its sesvice
and products as a result of lower utilization aaddr prices in some cases and partially offset by
lower interest costs for debt servicing due to iicgmt debt reductions.

We have further strengthened our balance sheeteycing debt levels with cash proceeds of
approximately $6.3 million from the sale of Oriconamd Envirocore divisions and the discontinuance
of these operations during the first quarter. IR&@@ed the second quarter of 2009 with net debt of
$9.6 million.

On April 27, 2009 IROC's board of directors decthi@ semi-annual cash dividend on its common
shares of three cents. The dividend was paid on 21a2009, to shareholders of record at the clése o
business on May 7, 2009. Over the past few moREXC has significantly reduced debt obligations
through the strategic dispositions of three divisio While the total proceeds from these dispasitio
were approximately $40-million, the dispositionsl diot significantly reduce the profitability or ¢as
flow. Also, we expect to incur only minimal capitosts in the near term given the newer, high-
quality assets in all our businesses. Managemmuhtttae board believe our balance sheet is strong,
ongoing cash flows are adequate and that pursungimess model that includes paying a dividend in
addition to funding accretive expansion over timea iprudent course of action. Accordingly, the Hoar
determined that it was appropriate to initiate\ad#ind for the benefit of our shareholders.

On May 28, 2009 the Corporation renewed its criedtifity with its syndicate of lenders. The renéwa
extends the revolving feature of the facility to w29, 2010. Due to a significant increase in reglew
and standby fees, management requested a decreéise facility size from $75.5-million to $40-
million. The credit facility has an accordion feed that allows the Corporation to increase thélitre
facility by $20-million at a future date, subjeotdertain terms and conditions. The $40 milkoedit
facility consists of an extendible revolving opargtcredit facility of $10 million and an extendgbl
revolving term facility of up to $30 million avaliée to finance equipment purchases for organic
growth and potential acquisitions.



IROC's continuing operations are reported in twgrsents. The Drilling and Production Services sagme
includes well servicing and oilfield rental equipmb@roduct lines. The Technology Services segrmefitdes
the downhole tool manufacturing product line. Tollowing is a discussion of the reporting segmentahich
IROC operates.

DRILLING AND PRODUCTION SERVICES

The Drilling and Production Services segment eanegdnue from continuing operations for the thremths
ended June 30, 2009 of $6.2 million or 67% of ta@hsolidated revenue for the quarter as comparehbet
corresponding period in 2008 of $7.4 million or 78¥total revenue. For the six months ended JineG09
revenue from Drilling and Production Services seginveas $18 million or 77% of total revenue as coraga
to the same period of 2008 of $22.7 million or 76ftotal revenue. Equipment utilization during firet half
of 2009 was lower than the comparable period o828 a result of reduced demand in activity initioiistry
as whole. For the three months ended June 30,, 200Prilling and Production Services segment gaeel
positive EBITDAS of $1 million compared to $1.1 hah in the same period of 2008 a decrease of 9%.
EBITDAS for the six months ended June 30, 2009 efesed to $4.7 million compared to $7.2 million 603,
a decrease of 35%. The decrease year over yedramdower utilization of equipment, lower grosgrgins
driven by increases in field wages while customecimy remained relatively flat year over year doethe
competitive environment.

Eagle Well Servicing (“Eagle”), which comprisesignificant portion of the Drilling and Productiorefvices
segment, finished the second quarter of 2009 witleet of 36 service rigs. Eagle continued to éase its
capacity by completing the build of two previouslgnounced service rigs during the first quarte2@d9.
Eagle’s utilization during the second quarter 002@vas approximately 25% compared to 36% utilizafio

the comparable period of 2008. Revenue per ha@arddcreased in the second quarter by $46 perand@ur %
from same period in 2008. Revenue generated fragieEduring the second quarter of 2009 was $5.Bomil
compared to $6.9 million in the same period of 20®8lecrease of 23%. For the six months ended 3dne
2009 revenue was $15.8 million compared to $20Hiomiin the same period of 2008, a decrease of .23%
EBITDAS for the second quarter of 2009 from Eaglesvl million compared to $1.4 million in the same
period of 2008, a decrease of 29%. For the sixthooended June 30, 2009 EBITDAS decreased to $4.4
million from $7 million in the same period of 2008,decrease of 37%. EBITDAS was hampered by higher
variable operating costs primarily from the incees field wage costs implemented during the fouytiarter

of 2008 based on recommended wage increases YA C and lower customer demand that lead to one of
the lowest historical utilization levels experiedce

Aero Rental Services (“Aero”) provides rental equgnt for surface pressure control in drilling anorkover
operations and tubular handling equipment in thekesxer, re-entry and completion areas. Aero’s ltesare
affected by the level of drilling activity in thedustry. During the second quarter of 2009 Aerotriiouted
revenue of $0.9 million compared to $0.6 milliontire prior year period, an increase of 50%. Regdnuthe
six months ended June 30, 2009 was flat at $2.Bomitompared to $2.3 million in the same period2608.
Aero operating a breakeven on EBITDAS was for #goad quarter of 2009 compared to negative EBITDAS
of $0.3 million in the same period of 2008. EBITBAor the six months ended June 30, 2009 was tfi30 3
million. Aero was significantly affected by theosler industry activity during the first half of 28Qvhich
resulted in equipment utilization and pricing atvés levels than expected. The costs in this divisare
somewhat fixed in nature and as such has led terl®BITDAS for the periods of low activity. Depénd on
activity levels, Aero should generate higher gnossgins as activity improves leading to better panfance.

TECHNOLOGY SERVICES

The Technology Services segment is solely comprsedur Canada Tech division. Canada Tech is a
developer, manufacturer and marketer of a wide lbifietools and systems that measure pressures and
temperatures in the downhole and surface envirohoferil and gas wells. This segment generatedmae of
$3.1 million, or 33% of the Corporation’s total cmtidated revenue, for the three months ended 3002009,
compared to $2.7 million or 27% of total consolethrevenue for the comparable period of fiscal 2068r

the six months ended June 30, 2009 revenue dedréasts.3 million from $7 million in 2008 a decreasf
25%. Product sales decreased year over year axl@drech was affected by the slowdown in the dll gas
industry worldwide. In the past year the CanadahTdivision has focused significant efforts on depéng
international market penetration. The internatianarket generally has longer lead times to comyletesales
process as it is more complex on all levels, inicigdut not limited to bid processes, logisticsdefivery and



collection of receivables. For the three monthdeehJune 30, 2009, Canada Tech had positive EBITBIAS
$0.6 million compared to positive EBITDAS of $0.2llian in the same period of 2008, an increase @%.
EBITDAS for the six months ended June 30, 2009 $¢a4 million compared to $1 million in the sameipér

of 2008, a decrease of 62%. The primary resuldedreased EBITDAS is attributable to the lower than
expected product sales volume year over year. midmgin on products improved by approximately 10&grfr

the benefit of improved foreign exchange rates mnsales denominated in US dollars offset by lowsume

of sales to spread the same level of fixed overteemtis leading to lower profitability in the quarteAlso
during the quarter we initiated cost reductionsaimumber of areas including reduced head count and
elimination of discretionary spending in a numbgaieas to assist in improving profitability forethemainder

of the year.

CORPORATE SERVICES

IROC’s non-operating segment, Corporate Servicaptuces general and administrative expenses agstcia
with supporting each of the reporting segments afpmrs noted above, plus costs associated withgbain
public company. Included in Corporate Servicestisrest expense for debt servicing and incomeeiapense.
The impact on EBITDAS from the Corporate Servicaesthe six months ended June 30, 2009 was negative
$1.9 million compared to negative $1.9 million the comparable period of 2008.

RESULTS OF OPERATIONS

Revenue

For the three months ended June 30, 2009, IROCGdedauarterly revenue from continuing operatioh$33
million compared to $10.2 million in the same pdriof 2008, a decrease of $0.9 million or 8%. Reeen
decreased to $23.3 million from $29.7 million, aplof 21%, for the six months ended June 30, 2@®8pared
to the same period in 2008. Although IROC had il equipment capacity year over year from thevise
rig build program in fiscal 2008 additional revengiowth was hampered as a result of lower than a@gde
utilization on equipment in Eagle and Aero, compati pressures on pricing and lower product satdemes
in Canada Tech. Low demand was brought about dywttprecedented drop in commodity prices for od an
gas driving customers to reduce their spendingifstgntly during the first half of 2009. Increasedmpetition
has resulted in lower rates for services and prisdu€ommodity prices improved for oil during thecend
quarter while natural gas prices remained at vewy levels. Even with the improved pricing for oiistomer
demand remains uncertain and will likely continaehtatve downward pressure on both utilization anding
for the remainder of 2009.

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 June 30, For_the six months ended June 30,

(Unaudited) (Unaudited)
2009 2008 2009 2008
REVENUE SOURCE
Drilling and Production Services 67% 73% 7% 76%
Technology Services 33% 27% 23% 24%
TOTAL 100% 100% 100% 100%

We expect the allocation of revenues for fiscal 200l be approximately 75% from Drilling and Praztion
Services and 25% from Technology Services.

Operating Costs and Gross Margin

For the three months ended June 30, 2009 operatistg of continuing operations were $6.6 milliod%y of
revenue) as compared to $7.5 million (74% of reegnn the comparable period of 2008. Operatingscts
the six months ended June 30, 2009 were $15.80mi(68% of revenue) compared to $19.2 million (65686
revenue) for the same period of 2008. Historicalye second quarter gross margins are weakerabarage
for the year as lower equipment utilization andécosts impact the overall margins during seaonedaker



periods. While a large portion of our costs are@alde in nature the lower equipment utilizationeaker
customer pricing and lower product sales volumear yaver year during the first half of 2009 affected
efficiencies in our operations in both fixed andiahle operating cost leverage. Variable operatiogts have
increased year over year, specifically in hourlyge/dncreases made to rigs crews by the induststaud the
fourth quarter of 2008. Pricing increases werelémented to start the fourth quarter to attempetmup these
costs and maintain margins. As a result of sigaiftly lower demand for services, creating a highly
competitive environment, pricing pressure has iasee affecting margins on a go forward basis &g Vieges
have remained at the higher levels. We continuéotos on operating cost efficiencies in all areaour
business and have reduced head count and dis@mstiepending where possible to match costs witlvigct
levels.

General and Administrative Expenses

General and administrative expenses (“G&A”) for tineee month period ended June 30, 2009 were $2.2
million (23.2% of revenue) compared to $2.2 milli@1.2% of revenue) in the comparable period of&20Bor

the six months ended June 30, 2009 G&A was $4.#lomicompared to $4.1 million in the same period of
2008. The year over year increase of $0.3 milioprimarily attributable to increased headcounsates and
marketing for both Eagle and Canada Tech divisiomspared to the same period of 2008. Management
continued to invest in our sales and marketingreffeo try and reduce the impact of the decliningrket
conditions in all of our businesses. Late in tirstfquarter and during the second quarter redostim
headcount in our administrative and support areae Wwnplemented and this should assist in reducirsgs for

the remainder of the year. Further, managementitmdailed a number of discretionary expenditus2009

and continues to review G&A expenses for furtheutions to match spending with expected actiatels.

Stock-based Compensation Expense

Stock-based compensation expense totaled $0.Jomiilir the three months ended June 30, 2009 comhpgare
$0.1 million in the comparable period of 2008. FRbe six months ended June 30, 2009 stock-based
compensation expense was $0.2 million compared b ®illion in the same period of 2008. The Cogtimn
utilizes a stock option plan as part of its incemttompensation arrangements for key employee® imipact

of stock-based compensation expense has a noriropabt on the operating results of the Corporatind the
amount expensed represents the estimated fair wdltiee stock options granted using various assiompt
using the Black-Scholes option pricing model, andn estimate of the compensation expense depenpant
certain conditions existing at the time of grantafghe related stock options.

Depreciation and Amortization

For the three months ended June 30, 2009 depatiatipense and amortization of intangible assets fr
continuing operations totalled $2.0 million, comsig with the corresponding period of 2008. Dejatizn and
amortization expense was $4.0 million for the fsist months of 2009 and is consistent with the speréd of
2008. For the six months ended June 30, 2009 @08, 2Ziepreciation and amortization of continuingragions
as a percentage of revenue was 17.1% and 13%_ctaghe

Interest Expense

Interest expense decreased by $0.8 million forthinee months ended June 30, 2009 compared to the sa
period in 2008. For the six months ended Jun€B09 interest expense decreased by $1.9 milliorpeoed to
the first half of fiscal 2008. The decrease isnfrthe Corporation reducing its overall debt positioy
approximately $36 million since the second quanfe2008 coupled with lower interest rates on thietdarried
compared to 2008. The Corporation continued to azsh flow from operations to reduce its currerttitde
obligations and with the sales of Oricomm and Eoware divisions in the first quarter of 2009 instrexpense
will continue to be reduced in 2009.

Loss/Gain on disposal of Property and Equipment

For the three and six months ended June 30, 208%din on disposal of property and equipment waigimal
and relates to the sale or disposal of minor nae-service equipment on our continuing operatiarig during
the quarter.



Income taxes

For the three months ended June 30, 2009 thereamwascome tax recovery of $0.8 million as compaxed

recovery of $0.7 million in the corresponding pdriaf 2008. For the six months ended June 30, 208@ was
an income tax recovery of $0.7 million comparedtaecovery of $0.1 million in the same period 0020 At

the expected combined income tax rate of 29%,asst before income taxes from continuing operationshe

six months ended June 30, 2009 of $1.9 million Wdve resulted in an income tax recovery of agprately

$0.6 million compared to the actual recovery book&®0.7 million. There was an increase of apprately
$0.1 million for non-deductible items for income faurposes offset by $0.4 million for differencextveeen the
prior year income tax provision and the actualretarns filed for fiscal 2008. The Corporation hawcurrent
income tax expense in the first half of 2009 akas adequate tax pools available to reduce iteutax
exposure.

SUMMARY OF QUARTERLY RESULTS

The following table presents the unaudited selefiteahcial data for each of the last eight quariefrthe
Corporation ended June 30, 2009:

(Expressed in thousands of $'s, except per shaceiais— “Unaudited”)

Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3
2009 2009 2008 2008 2008 2008 2007 2007
Revenue-continuing operations 9,302 14,007 17,004 18,647 10,154 19,519 14,978 13,899
Net earnings (loss) from continuing operations  (1,260) 84 1,814 2,022 (1,894) 2,151 (57) (18)
Per share — basic (0.03) 0.00 0.04 0.05 (0.04) 0.05 0.00 0.00
Per share - diluted (0.03) 0.00 0.04 0.05 (0.04) 0.05 0.00 0.00
Net earnings (loss) (1,260) 488 1,550 313 (2,142) 2,737 196 369
Per share — basic (0.03) 0.01 0.03 0.01 (0.05) 0.06 0.00 0.01
Per share - diluted (0.03) 0.01 0.03 0.01 (0.05) 0.06 0.00 0.01

Seasonality and Weather

The majority of the Corporation’s operations areried on in Western Canada. The ability to movaye
equipment in the Canadian oil and natural gas diédddependent on weather conditions. As warm hvegat
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 of
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.

DISCONTINUED OPERATIONS

During the fourth quarter of 2008, management iifiedtits safety, communication and monitoring cgiems,
Oricomm, included in the Technology Services segmeand its lease construction operations segment,
Envirocore, included in the Drilling and Producti@ervices segment, to be disposed of in order Her t
Corporation to focus on its core business operatiofihe disposal groups consisted of certain fiassets
consisting of field equipment, shop equipment deddata acquisition centre used in the safety, comwation
and monitoring operations and heavy equipment &id équipment used in the lease construction dioeia
On February 10, 2009 the Corporation entered irdefaitive agreement to sell the safety, commutiidcaand
monitoring operations. The transaction closed ebr&ary 26, 2009 for cash consideration of $3.0ioniland
the assumption of a note receivable of $0.64 millidOn February 26, 2009 the Corporation enteréa @n
definitive agreement to sell the lease constructipaerations. The transaction closed on Februar2@@9 for
cash consideration of $3.3 million and the assuonptif a note receivable of $1.5 million. Both bétnotes
receivable bear interest at commercial terms aedepayable over periods ranging from two to tiyesrs and
are not based on any contingent factors.

Revenue from discontinued operations for the sixntm® ended June 30, 2009 was $0.3 million and net
earnings from discontinued operations was $0.4ioniltompared to 2008 where revenue from discontinue
operations was $9.3 million and net earnings frasoahtinued operations was $0.3 million.



LiouiDITY AND CAPITAL RESOURCES

On May 28, 2009 the Corporation renewed its crégditlity with its syndicate of lenders, includingabional
Bank of Canada, Canadian Western Bank and Albeaslry Branches. The renewal extends the rexglvin
feature of the facility to May 29, 2010. Due tgignificant increase in renewal and standby fees)agement
requested a decrease in the facility size from%mniillion to $40-million. The credit facility haan accordion
feature that allows the Corporation to increase dtelit facility by $20-million at a future dateylgect to
certain terms and conditions.

The $40 million credit facility consists of an emtible revolving operating credit facility of $10lkon and an
extendible revolving term facility of up to $30 fioh available to finance equipment purchases f@anic
growth and potential acquisitions. IROC’s ability access its debt facilities is dependent on raaiirtg
certain financial covenant ratios, among otherdiect At June 30, 2009, IROC had $23 million draypon the
debt facilities. The remaining $17 million in akeddle facilities consists of $9.2 million in an ertlible
revolving operating credit facility and $7.8 milfioin the extendible revolving term facility. Mareagent
believes these debt facilities combined with IRO&hdity to generate positive funds flow from optoas will

be sufficient to finance the Corporation’s currémisiness operations. The Corporation’s ability émeyate
positive funds flow from operations will be impantao allowing IROC to not only prosper during ttrrent
slowdown in industry activity but also allow IRO@ Ibe in a position to take advantage of growth ofynities
that may present themselves during 2009.

As a result of the substantial reduction in totabtdlevels of the Corporation all covenants of ¢hedit facility
were in compliance at June 30, 2009 and based pected future cash flows we anticipate no futura-no
compliance issues with our existing credit facifityancial ratios.

At June 30, 2009 the Corporation had positive wagkiapital, excluding current portion of long-tedebt and
notes receivable, of $10.5 million as compareda@ $nillion at December 31, 2008. The primary ozafor
the increase in the working capital is from lowetbtlevels on the operating line, slightly highevdls of
accounts receivable and lower accounts payabl@ClIRsed its available cash flow generated from atfmers
to continue to reduce its outstanding debt levalsugh the second quarter of 2009.

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, inj@action with
management, will determine the appropriate cours@ation as conditions dictate. IROC may require
additional financing in the future to implement #isategies and business objectives. It is pasdh#t such
financing will not be available, or if availablejllnot be available on favourable terms. If IR@Sues any
shares in the future to finance its operationsnglément its strategies, the current shareholdelR@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 $ 22,150 $ 923 $21,227 $ $
Obligations under capital lease $ 33 33 $ - $ - $
Operating leases(1) $ 3,475 $ 4,13 1,666 $ 633
Total contractual obligations $ 25,658 $ 2,132 $ 22,893 $ 633 $

(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 fog three and six months ended June 30, 2009 wefe $0
million and $3 million respectively, which is predmantly related to the completion of the carryowétwo
service rigs under constructions of the previowsipounced build program in 2008 and maintenanc#éatap
expenditures and infrastructure support. Thes&atagxpenditures were financed using cash gengriaten
operations and available debt facilities.

Our strategy to organically grow our capital adsede, focused on our core businesses, has resuliBOC
having capital assets, as a whole, in new or li&w nondition. Our service rigs represent the Istrgercentage
of the Corporation’s overall net book value of fixassets.

The vast majority of the capital budget relatesnmintenance capital only as the Corporation intdndecus
its efforts on operating the current equipment ek utilize available cash flows generated frorarafions to
reduce its outstanding debt levels. While oppaties to grow continue to exist management will laste
these opportunities and consider adjusting thetalgmiogram if conditions warrant.

OUTSTANDING SHARE DATA AND NORMAL COURSE | SSUER BID

Effective December 16, 2008, the Corporation reztigpproval from the Toronto Stock Exchange (“TS")
implement a Normal Course Issuer Bid (“NCIB”) conmomg on December 19, 2008 and terminating on
December 18, 2009. Purchases were made at thretiiscof management at prevailing market priceyugh
the facilities of the TSX. As of July 31, 2009tadal of 410,644 shares were acquired and cancelidér the
NCIB. The Corporation intends to cancel all shaeguired under the NCIB.

Balance at January 1, 2009 44,335,215
Issued on exercise of stock options -
Issued from treasury 10,000
Shares repurchased and returned to treasury ur@i@ N (410,644)
Balance at August 1, 20 43,934,57

OFF BALANCE SHEET ARRANGEMENTS

IROC has not entered into any off-balance sheangements other than the operating leases mentabac.

TRANSACTIONSWITH RELATED PARTIES

There were no significant or material transactiwith related parties during the three and six msrghded
June 30, 2009.



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

Goodwill and intangible assets

Effective January 1, 2009, the Corporation adopid Canadian accounting standards related to gdicaivd
intangible assets (Section 3064). The new Sedgtablishes standards for the recognition, measngm
presentation and disclosure of goodwill and intalggassets. In accordance with the transitionavipions,

the revised guidance requires the company to exp&730 of intangible assets related to pre-operatin
expenditures for start-up activities in the rentalls division included in the drilling and prodiget services
segment that were previously capitalized. Thisngleain accounting policy has been accounted for
retrospectively, and the comparative statement2@®8 have been restated. As a result, on the BaRfce
sheet, intangible assets have been decreased Wy ftained earnings have been decreased by $266, a
future taxes have been decreased by $115.

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 othafit{pr
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 Janugr@il.
Companies will be required to provide comparatit’k$ information for the previous fiscal year. The
Corporation is currently evaluating the impact dbpting IFRS.

Business combinations and consolidations

New Canadian accounting standards for Business @atnins, Consolidated Financial Statements and
accounting for non-controlling interest holders édoeen issued. The purpose of these standardswistbns
are to further align the Canadian accounting statddwith IFRS. Although these standards are topmied
prospectively to transactions on or after Januard3011, early adoption is permitted. The Corporatioes not
anticipate that these standards will have a matenigact on the Corporation’s financial statemamess the
Corporation completes a business combination @tesea non-controlling interest in a subsidiary.

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 measuresdaciu

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 belie@BETDAS 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#ss. Investors should be cautioned that EBITDAS
should not be construed as an alternative to rminie determined in accordance with GAAP as an
indicator of the Corporation’s performance. IRO@ethod of calculating EBITDAS may differ from
those of other companies, and accordingly, EBITD#&/ not be directly comparable to measures used by
other companies.



The following is a reconciliation of EBITDAS to netcome from continuing operations:

For the 3 months ended June 30, For the six months ended June 30,

("Unaudited") ("Unaudited")
(in thousands of dollars) 2009 200¢ 2009 200¢
Net earnings (loss) - continuing operations (%1,260) ($1,894) (1,176) $256
Add:
Depreciation and amortization 1,978 1,914 3,989 3,790
Other interest 54 24 127 159
Interest on long-term debt 187 827 399 1,802
Interest and accretion on debentures 0 235 0 472
Interest income on note receivable (36) 0 (48) 0
Stock based compensation expense 85 63 195 139
Foreign exchange loss (gain) 354 6 408 (61)
Loss (gain) on disposal of equipment (1) (4) (5) (57)
1,361 1,171 3,889 6,500
Income taxes:
Current (recovery) 0 0 0 0
Future (recovery) (785) (686) (732) (101)
EBITDAS - continuing operations 576 48E 3,157 6,39¢
EBITDAS - per sharebasic 0.01 0.01 0.07 0.14
EBITDAS - per sharediluted 0.01 0.01 0.07 0.14

BUSINESSRISKS

Certain activities of the Corporation are affechgdfactors that are beyond its control or influendaditional
risks and uncertainties that management may be anea®f, or that they determine to be immaterial raksp
become important factors which affect the Corporati A complete discussion on business risks fégethe
Corporation may be found under “Risk Factors” ia @orporation’s Annual Information Form dated Mag¢h
2009 which is available under the Corporation’sfifr@at www.sedar.com

OuUTLOOK

The outlook for 2009 remains uncertain. The glazanomic crisis is affecting all industries and fall in olil

and gas commodity pricing from the highs seen m tthird quarter of 2008 continue to have a sigaific
adverse affect on the oilfield service busineske Gonditions appear to have hindered the abdityfl and gas
producers to access debt or equity markets to dmaheir operations. Most producers have subsifnti
reduced their spending for 2009 with a focus omhed sheet preservation and matching spendingeattstic
cash flows. Increased spending by producers greatsd to begin again when producers see sustparéntls

of higher natural gas and oil prices. Any positaieange in commodity pricing will positively affeour
outlook with any movement in oil providing the mdstmediate increase in utilization. The depressed
utilization and competitive pricing environment Milkely continue through the remainder of 2009 and
potentially longer depending upon oil and gas pxice

For further information, please contact:

Thomas M. Alford, President & CEO
Telephone: (403) 263 - 1110

Facsimile: (403) 263 - 1182

E-mail: investorrelations@iroccorp.com




Consolidated Financial Statements of

IROC ENERGY SERVICES CORP.

Three and six months ended June 30, 2009 and 2008



IROC ENERGY SERVICES CORP.

Consolidated Balance Sheets

Expressed in thousands of dollars
(Unaudited)

June 30, December 31,
2009 2008
(As restated -
note 1)
Assets
Current assets:
Cash 1 $ 1
Accounts receivable 8,298 13,128
Notes receivable (note 3) 938 -
Inventory 4,397 4,130
Prepaid expenses and deposits 538 452
Income taxes receivable 72 72
Assets of discontinued operations (note 9) 892 3,615
15,136 21,398
Notes receivable (note 3) 1,202 -
Intangible assets 3,733 4,076
Property and equipment 64,288 64,759
Goodwill 6,850 6,850
Assets of discontinued operations (note 9) - 7,170
91,209 $ 104,253
Liabilities and Shareholders’ Equity
Current liabilities:
Operating loan (note 4) 925 $ 4,716
Accounts payable and accrued liabilities 2,823 6,393
Current portion of long-term debt (note 5) 956 4,891
Liabilities of discontinued operations (note 9) - 472
4,704 16,472
Long-term debt (note 5) 21,227 20,116
Future income taxes 3,767 4,017
Shareholders' equity:
Share capital (note 6) 51,199 51,591
Contributed surplus (note 6(c)) 3,881 3,526
Retained earnings, as restated (note 1 a (i)) 6,431 8,531
61,511 63,648
91,209 $ 104,253

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 Income and Comprehensive Income

Expressed in thousands of dollars except share and per share amounts

(Unaudited)
Three months ended Six months ended
June 30, June 30,
2009 2008 2009 2008
(As restated - (As restated -
note 1) note 1)
Revenue $ 9,302 $ 10,154 $ 23,310 $ 29,674
Expenses:
Operating 6,567 7,519 15,793 19,239
General and administrative 2,159 2,150 4,360 4,036
Stock-based compensation 85 63 195 139
Depreciation and amortization 1,978 1,914 3,989 3,790
Interest and accretion on
debentures - 235 - 472
Interest on long-term debt 187 827 399 1,802
Other interest 54 23 127 159
Interest income (36) - (48) -
Gain on disposal of equipment (1) 4) (5) (61)
Foreign exchange (gain) loss 354 6 408 (57)
11,347 12,734 25,218 29,519
Earnings (loss) before income taxes
from continuing operations (2,045) (2,580) (1,908) 155
Income taxes (recovery):
Future (785) (686) (732) (101)
Net income (loss) and comprehensive
income (loss) from continuing operations (1,260) (1,894) (1,176) 256
Net income (loss) and comprehensive
income (loss) from discontinued
operations (note 9) - (248) 404 339
Net income (loss) and comprehensive
income (loss) $ (1,260) % (2,142) % (772) % 595
Earnings (loss) per share from
continuing operations:
Basic $ (0.03) $ (0.04) $ (0.03) $ 0.00
Diluted $ (0.03) $ (0.04) $ (0.03) $ 0.00
Earnings (loss) per share from
discontinued operations:
Basic $ - $ (0.01) $ 0.01 $ 0.01
Diluted $ - $ (0.01) $ 0.01 $ 0.01
Earnings (loss) per share:
Basic $ (0.03) $ (0.05) $ (0.02) $ 0.01
Diluted $ (0.03) $ (0.05) $ (0.02) $ 0.01
Weighted average number of shares
outstanding:
Basic 44,200,651 44,301,080 44,248,284 44,276,080
Diluted 44,200,651 44,321,531 44,248,284 44,304,325

See accompanying notes to the interim consolidated financial statements.



IROC ENERGY SERVICES CORP.

Consolidated Statement of Retained Earnings

Expressed in thousands of dollars

(Unaudited)
Three months ended Six months ended
June 30, June 30,
2009 2008 2009 2008

Retained earnings, as previously

reported, beginning of period $ 9,315 $ 9,189 $ 8,827 $ 6,479
Change in accounting policy for

capitalization of intangible

assets (note 1 a (i) (296) (379) (296) (406)
Retained earnings as restated,

beginning of period 9,019 8,810 8,531 6,073
Net earnings (loss) (1,260) (2,142) (772) 595
Dividends (1,328) - (1,328)

Retained earnings, end of period $ 6,431 $ 6,668 $ 6,431 $ 6,668




IROC ENERGY SERVICES CORP.

Consolidated Statements of Cash Flows

Expressed in thousands of dollars
(Unaudited)

Three months ended

Six months ended

June 30, June 30,
2009 2008 2009 2008
(As restated - (As restated -
note 1) note 1)
Cash provided by (used in):
Operations:
Net income (loss) from continuing
operations (1,260) $ (1,894) (1,176) $ 256
Items not affecting cash:
Depreciation and amortization 1,978 1,914 3,989 3,790
Future income taxes (recovery) (785) (686) (732) (201)
Stock-based compensation 85 63 195 139
Non-cash accretion on debentures - 96 - 192
Gain on disposal of property
and equipment (2) 4) (5) (61)
17 (511) 2,271 4,215
Changes in non-cash working
capital balances (note 7) 2,661 6,483 1,789 3,310
2,678 5,972 4,060 7,525
Discontinued operations (note 9):
Funds provided by (used in)
discontinued operations - 272 (152) 1,826
Changes in non-cash working capital
balances of discontinued operations 120 1,070 2,251 1,693
2,798 7,314 6,159 11,044
Investing:
Purchase of property and equipment
of continuing operations (875) (2,018) (3,012) (2,702)
Purchase of property and equipment
of discontinued operations - (385) 4) (385)
Proceeds on disposal of property and
equipment from continuing operations 8 272 95 61
Proceeds on disposal of property and
equipment from discontinued operations - 61 6,042 504
Change in non-cash working
capital balances (note 7) - - (906) -
(867) (2,070) 2,215 (2,522)
Financing:
Issue (repayment) of long-term debt 1,993 4,777) (2,824) (4,803)
Operating loan repayments (2,208) (467) (3,790) (3,397)
Issue of common shares 7 - 7 18
Loan commitment fees (200) - (200) (340)
Payment of dividend (1,328) - (1,328) -
Shares repurchased for cancellation (195) - (239) -
(2,931) (5,244) (8,374) (8,522)
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 six months ended June 30, 2009 and 2008
(Unaudited)

1. Basis of presentation:

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
Venture Exchange under the symbol ISC.V.

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, 2008 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, 2008 contained in the Corporation's 2008
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 six months ended June 30, 2009
and 2008.

(@) Changes in accounting policies:
i) Goodwill and intangible assets:

Effective January 1, 2009, the Corporation adopted new Canadian accounting standards related to
goodwill and intangible assets (Section 3064). The new Section establishes standards for the
recognition, measurement, presentation and disclosure of goodwill and intangible assets. In
accordance with the transitional provisions, the new guidance requires the company to expense $770 of
intangible assets related to pre-operating expenditures for start-up activities in the rental tools division
included in the drilling and production services segment that were previously capitalized in 2006. This
change in accounting policy has been accounted for retrospectively, and the comparative statements for
2008 have been restated. As a result, on the January 1, 2008 balance sheet, intangible assets have
been decreased by $565, retained earnings have been decreased by $407, and future taxes have been
decreased by $158 and on the December 31, 2008 balance sheet, intangible assets have been
decreased by $411, retained earnings have been decreased by $296, and future taxes have been
decreased by $115.



IROC ENERGY SERVICES CORP.

Notes to the Interim Consolidated Financial Statements

Expressed in thousands of dollars except share and per share amounts
Three and six months ended June 30, 2009 and 2008
(Unaudited)

1. Basis of presentation (continued):

(@)

(b)

ii) 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.

Changes in accounting policies (continued):
iii) Business combinations and consolidations

New Canadian accounting standards for Business Combinations, Consolidated Financial Statements
and accounting for non-controlling interest holders have been issued. The purpose of these standards
and revisions are to further align the Canadian accounting standards with IFRS. Although these
standards are to be applied prospectively to transactions on or after January 1, 2011, early adoption is
permitted. The Corporation does not anticipate that these standards will have a material impact on the
Corporation’s financial statements unless the Corporation completes a business combination or creates
a non-controlling interest in a subsidiary.

Comparative figures:

Certain comparative figures have been reclassified to conform to the presentation adopted for the
current year.

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.



IROC ENERGY SERVICES CORP.

Notes to the Interim Consolidated Financial Statements

Expressed in thousands of dollars except share and per share amounts
Three and six months ended June 30, 2009 and 2008
(Unaudited)

3. Note receivable:

June 30, December 31,
2009 2008
Note receivable, interest at 6% payable monthly. Repayment terms
are interest only until March 31, 2012 upon which the entire
principal amount is due and payable (note 8). $ 640 $ -
Note receivable, interest at 7% payable monthly. Repayment terms
are interest only until March 31, 2010 upon which $750 principal
becomes due. The balance is to be paid in blended monthly
payments of principal and interest until maturity on March 31,
2011 (note 8). $ 1,500 $ -
2,140 -
Less current portion 938 -
$ 1,202 $ -

Given the uncertainties surrounding the current economic environment, management has assessed the
valuation of each of the notes. Interest continues to be paid and collected in accordance with the terms of
the original notes. Management is of the opinion that the loans are not impaired as at June 30, 2009.

4. Operating loan:

The Corporation has access to a $10,000 extendible demand revolving operating credit facility. Drawings
bear interest at the bank’s prime rate plus 2.75%. The facility is secured by a general security agreement
covering all of the assets of the Corporation. The effective interest rate at June 30, 2009 was 5.00%. As at
June 30, 2009, $925 (December 31, 2008 - $4,716) was drawn on the facility.



IROC ENERGY SERVICES CORP.

Notes to the Interim Consolidated Financial Statements

Expressed in thousands of dollars except share and per share amounts
Three and six months ended June 30, 2009 and 2008
(Unaudited)

5. Long-term debt:

June 30, December 31,
2009 2008
Extendible revolving capital equipment acquisition facility of up to
$30,000 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 2.75%. The effective
interest rate at June 30, 2009 was 5.00%. The facility expires on
May 29, 2010 and is renewable at the lenders option, for an
additional 364 day period. If not renewed, the facility is
repayable in equal monthly payments over a period of two years. $ 22,150 $ 24,950
Obligations under capital leases, repayable in monthly installments
totaling $3 plus interest at rates varying from 6.3% to 12.2%,
secured by the specific equipment 33 57
22,183 25,007
Less current portion 956 4,891
$ 21,227 $ 20,116
6. Share capital:
(a) Issued:
Number Amount
Balance at December 31, 2008 44,335,215 $ 51,591
Issued on exercise of restricted share unit options 10,000 7
Share buy-back (i) (342,744) (399)
Balance at June 30, 2009 44,002,471 $ 51,199
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Expressed in thousands of dollars except share and per share amounts
Three and six months ended June 30, 2009 and 2008
(Unaudited)

6.

Share capital (continued):

@

(b)

(©

Issued (continued):

i) On December 16, 2008, the Corporation received approval from the Toronto Stock Exchange (“TSX”")
to implement a Normal Course Issuer Bid (“NCIB”) commencing on December 19, 2008 and terminating
on December 18, 2009. Purchases were made at the discretion of management at prevailing market
prices, through the facilities of the TSX. As at June 30, 2009, a total of 342,744 shares were acquired
and cancelled under the NCIB at a cost of $239 and a total of $160 was transferred to contributed
surplus upon the share cancellations. The NCIB continues until December 18, 2009 and the
Corporation intends to cancel all additional shares acquired under the NCIB.

Stock option plan:

Changes in the number of common shares under option during the six month period ended June 30,

2009 are summarized as follows:
Weighted
average
Number exercise
of options price
Total options outstanding, December 31, 2008 1,880,625 $ 171
Granted 673,498 0.55
Forfeited (255,000) 1.11
Total options outstanding, June 30, 2009 2,299,123 $ 1.44
Options exercisable at June 30, 2009 1,106,868 $ 231

The weighted average fair value of the options issued during the six month period ended June 30, 2009
was $0.55 per option using the Black-Scholes option pricing model.

Contributed surplus:

Contributed surplus represents the cost of the stock-based compensation payments relating to the
compensation expense for stock options granted to employees, directors and officers and the value of
the excess of the book value of shares purchased on the open market by way of the Corporation’s
Normal Course Issuer Bid over the cost of acquiring the shares.

The following tables summarize information regarding contributed surplus:

Balance, December 31, 2008 $ 3,526
Stock-based compensation expense 195
Normal Course Issuer Bid (note 6(a)) 160

Balance, June 30, 2009 $ 3,881
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7. Supplemental cash flow information:

Three months ended

Six months ended

June 30, June 30,
2009 2008 2009 2008
Interest paid $ 240 $ 1,087 $ 525 $ 2,432
Income taxes paid $ - $ 144 $ - $ 144
Changes in non-cash working
capital components of
continuing operations:
Accounts receivable $ 3,985 $ 8,771 $ 4,830 $ 4,123
Inventory 4) 267 (275) 894
Prepaid expenses 2 (20) (202) (138)
Accounts payable
and accrued liabilities (1,322) (2,391) (2,664) (1,425)
Income taxes payable - (144) - (144)
$ 2,661 $ 6,483 $ 1,789 $ 3,310
Changes in non-cash working
capital items in investing
activities:
Accounts payable $ - 3 - 3 (906) % -
$ - $ - $ (906) $ -
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(Unaudited)

8. Segmented information:

As at June 30, 2009 the Corporation operates in two main segments, which are substantially in one
geographic region. Drilling and production services include service rigs and related equipment and oilfield

rental equipment and services. Technology services includes the manufacturing and distribution of

downhole pressure and temperature measurement tools 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

June 30, 2009 Services Services Corporate Total
Revenue $ 6,249 $ 3,053 - 9,302
Depreciation and amortization 1,537 306 135 1,978
Interest on long-term debt - - 187 187
Interest and accretion on debentures - - - -
Other interest - - 54 54
Net earnings (loss) — continuing operations (576) (119) (565) (1,260)
Intangible assets 129 3,077 527 3,733
Goodwill - 6,850 - 6,850
Property and equipment 61,707 1,660 921 64,288
Capital expenditures 866 4 5 875
Total assets from continuing operations 67,333 19,164 3,820 90,317

Drilling and

Three months ended Production Technology

June 30, 2008 Services Services Corporate Total
Revenue $ 7,418 $ 2,736 - 10,154
Depreciation and amortization 1,460 331 123 1,914
Interest on callable and long-term debt - - 827 827
Interest and accretion on debentures - - 235 235
Other interest - - 24 24
Net earnings (loss) — continuing operations (76) (99) (1,719) (1,894)
Intangible assets 677 3,888 535 5,100
Goodwill - 6,850 - 6,850
Property and equipment 54,375 2,090 772 57,237
Capital expenditures 1,961 36 21 2,018
Total assets from continuing operations 61,041 20,566 2,256 83,863
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8. Segmented information (continued):

Drilling and

Six months ended Production Technology

June 30, 2009 Services Services Corporate Total
Revenue $ 18,056 $ 5,254 $ - 23,310
Depreciation and amortization 3,113 612 264 3,989
Interest on long-term debt - - 399 399
Interest and accretion on debentures - - - -
Other interest - - 127 127
Net earnings (loss) — continuing operations 1,536 (658) (2,054) (1,176)
Intangible assets 129 3,077 527 3,733
Goodwill - 6,850 - 6,850
Property and equipment 61,707 1,660 921 64,288
Capital expenditures 2,941 3 67 3,011
Total assets from continuing operations 67,333 19,164 3,820 90,317

Drilling and

Six months ended Production Technology

June 30, 2008 Services Services Corporate Total
Revenue $ 22,655 $ 7,019 $ - 29,674
Depreciation and amortization 2,921 658 211 3,790
Interest on long-term debt - - 1,802 1,802
Interest and accretion on debentures - - 472 472
Other interest - - 159 159
Net earnings (loss) — continuing operations 4,547 438 (4,729) 256
Intangible assets 677 3,888 535 5,100
Goodwill - 6,850 - 6,850
Property and equipment 54,375 2,090 772 57,237
Capital expenditures 2,496 102 104 2,702
Total assets from continuing operations 61,041 20,566 2,256 83,863

9. Discontinued operations:

During the fiscal year ended December 31, 2008, management identified its safety, communication and
monitoring operations included in the Technology Services segment, and its lease construction operations

included in the Drilling and Production Services segment, to be disposed of in order for the Corporation to
focus on its core business operations. The disposal groups consisted of certain fixed assets consisting of
field equipment, shop equipment and the data acquisition centre used in the safety, communication and

monitoring operations and heavy equipment and field equipment used in the lease construction operations.
On February 10, 2009 the Corporation entered into a definitive agreement to sell the safety, communication
and monitoring operations. The transaction closed on February 26, 2009 for cash consideration of $3,000

and the assumption of a note receivable of $640. On February 26, 2009 the Corporation entered into a
definitive agreement to sell the lease construction operations. The transaction closed on February 27, 2009

for cash consideration of $3,300 and the assumption of a note receivable of $1,500.
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9. Discontinued operations (continued):

During the fiscal year ended December 31, 2008, 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

September 19, 2008 and $8,100 was received on October 29, 2008.

Three months ended

Six months ended

June 30, June 30,
2009 2008 2009 2008
Revenue from discontinued
operations:
Lease construction, remediation
and consulting $ - $ 689 - 2,035
Contract drilling - 1,686 - 4,847
Safety, communications and
monitoring - 831 287 2,415
- 3,206 287 9,297
Net earnings (loss) from discontinued
operations before taxes:
Lease construction, remediation
and consulting - (115) 215 80
Contract drilling - 129 - 653
Safety, communications and
monitoring - (354) 671 (273)
- (340) 886 460
Income taxes — future (recovery) - (92) 482 121
Net earnings (loss) from discontinued
operations $ - $ (248) 404 339
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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:

June 30, December 31,

2009 2008

Accounts receivable $ 892 3,615
Property and equipment - 5,399
Goodwill — 1,771
- 7,170

Total assets of discontinued operations $ 892 10,785
Liabilities of discontinued operations $ - 472

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

flows related to discontinued operations:

Three months ended

Six months ended

June 30, June 30,
2009 2008 2009 2008
Net earnings from discontinued
operations $ - $ (248) $ 404 339
Items not affecting cash:
Depreciation and amortization - 549 - 1,287
Loss on disposal of net asset
from discontinued operations - 55 (1,038) 55
Stock based compensation - 7 - 24
Gain on disposal of net assets
from discontinued operations - - - -
Future income taxes - (92) 482 121
Funds (used in) provided by
discontinued operations $ - $ 272 $ (152) 1,826
Components of change in non-cash working
capital balance of discontinued operations:
Accounts receivable $ 214 $ 855 $ 2,723 1,438
Accounts payable and
accrued liabilities (94) 215 472) 255
$ 120 $ 1,070 $ 2,251 1,693
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