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i. An increase of $168,000 to depreciation expense with a corresponding decrease to property, 
plant and equipment for the three months ended March 31, 2010.   

ii. A decrease of $278,000 to depreciation expense with a corresponding increase to property, 
plant and equipment for the year ended December 31, 2010. 

(f)  Change in presentation format for cost recovery items  

 Upon adoption of IFRS, revenue for goods and services provided by the Company to its drilling 
customers on a cost recovery basis is presented in the Company’s statement of net income and 
comprehensive income on a gross basis.  These amounts were reported on a net basis under Canadian 
GAAP.  This change has resulted in offsetting increases to revenue, operating and maintenance, 
and selling and administrative expenses.

5. Cash and Cash Equivalents

(Dollars in thousands)
March 31 

2011
March 31 

2010
December 31 

2010
January 1 

2010

Cash at bank and in hand $         13,932 $         21,292 $         19,417 $       26,156

Short-term bank deposits 28,557 7,509 18,547 7,986

$        42,489 $        28,801 $        37,964 $        34,142

Effective interest rate (%) on short-term 
deposits 1.05 0.6 1.3 0.57

Average number of days to maturity for short-
term deposits 31 0 27 6

6. Term Deposits

(Dollars in thousands)
March 31 

2011
March 31 

2010
December 31 

2010
January 1 

2010

Term Deposits $           2,500 $         20,987 $         10,000 $         18,000

Effective interest rate (%) on term deposits 4.4 2.1 2.0 2.2

Average number of days to maturity for term 
deposits 607 345 317 481

7. Restricted Cash

(Dollars in thousands)
March 31 

2011
March 31 

2010
December 31 

2010
January 1 

2010

Balance held in bank liquid deposit instruments $           – $         2,500 $         2,500 $         5,000
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During 2007, the Company guaranteed bank loans made to joint venture partners totalling $4,500,000 for 
a period of four years. The Company had provided an assignment of monies on deposit totalling $5,000,000 
with respect to these loans. In the first quarter of 2010, the assignment of monies on deposit was reduced 
to $2,500,000. In the first quarter of 2011, these loans were paid in full and the related cash amount was 
no longer restricted.

8. Investments in Joint Ventures

Active Joint Ventures during the period
Operation 
Location

Ownership 
Interest

Akita Equtak Joint Venture 60 Canada 50%

Akita Equtak Joint Venture 61 Canada 50%

Akita Equtak Joint Venture 62 Canada 90%

Akita Equtak Joint Venture 63 Canada 50%

Akita Sahtu Joint Venture 51 Canada 50%

Akita Wood Buffalo Joint Venture 28 Canada 70%

Akita Wood Buffalo Joint Venture 33 Canada 62.5%

Doyon Akita Joint Venture Arctic Fox United States 50%

Doyon Akita Joint Venture Arctic Wolf United States 50%

Summarized Joint Venture Financial Information

(Dollars in thousands)
March 31 

2011
March 31 

2010
December 31

2010
January 1

2010

Current assets $               6,374 $              6,832 $              5,575 $               5,997

Non-current assets 26,866            30,842 28,165 32,658

Total Assets $             33,240 $            37,674 $            33,740 38,655

Current liabilities $               2,252 $              2,865 $              2,040 $              2,503

Non-current liabilities – – – –

Total Liabilities $               2,252 $              2,865 $              2,040 $              2,503

Net Assets $             30,988 $            34,809 $            31,700 $            36,152

Revenue $               5,709 $             4,337 $            21,010 –

Management fee expense $                    72 $                  61 $                 303 –
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9. Property, Plant and Equipment

Cost   (Dollars in thousands)
Land and 
Buildings Drilling Rigs Other Total

Balance as at January 1, 2010 $             4,952 $        226,616 $         5,147 $      236,715

Additions – 2,141 40 2,181

Disposals – – – –

Balance as at March 31, 2010 4,952 228,757 5,187 238,896

Additions – 35,331 382 35,713

Disposals – (319) (105) (424)

Balance as at December 31, 2010 4,952 263,769 5,464 274,185

Additions – 14,088 187 14,275

Disposals – (2,710) (386) (3,096)

Balance as at March 31, 2011 $          4,952 $      275,147 $       5,265  $     285,364

Accumulated Depreciation
(Dollars in thousands)

Land and 
Buildings Drilling Rigs Other Total

Balance as at January 1, 2010 $             875 $        110,859 $         3,635 $      115,369

Disposals – – – –

Depreciation expense 34 7,388 227 7,649

Balance as at March 31, 2010 909 118,247 3,862 123,018

Disposals – (180) (105) (285)

Depreciation expense 99 16,273 518 16,890

Balance as at December 31, 2010 1,008 134,340 4,275 139,623

Disposals – (289) (385) (674)

Depreciation expense 32 5,449 182 5,663

Balance as at March 31, 2011 $          1,040 $      139,500 $       4,072  $     144,612

Net Book Value
(Dollars in thousands)

Land and 
Buildings Drilling Rigs Other Total

As at January 1, 2010 $             4,077 $        115,757 $         1,512 $      121,346

As at March 31, 2010 $             4,043 $        110,510 $         1,325 $      115,878

As at December 31, 2010 $             3,944 $        129,429 $         1,189 $      134,562

As at March 31, 2011 $           3,912 $      135,647 $        1,193 $     140,752

The Company has $16,578,000 in capital assets that were not being depreciated, as they were under 
construction as at March 31, 2011 (March 31, 2010 - $1,636,000 and December 31, 2010 – $19,345,000).
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10. Accounts Payable and Accrued Liabilities

(Dollars in thousands)
March 31

2011
December 31

2010
March 31

2010
January 1

2010

Trade payables $        5,398 $             2,293 $         3,765 $        1,923

Statutory liabilities 2,188         1,168          1,865 1,335

Accrued expenses              14,275         7,773          13,202       6,865

$      21,861 $           11,234 $       18,832 $      10,123

11. Income Taxes

The expense for income tax is comprised of the following:

Three Months Ended 
March 31

Year Ended
December 31

(Dollars in thousands) 2011 2010 2010

Current tax expense $       2,855 $              977 $          2,907

Deferred tax expense 3 (743) 555

$       2,858 $              234 $          3,462

The following table reconciles the theoretical income tax expense using combined Canadian / United 
States rates of 26.88% (2010 – 28.51%) to the reported tax expense. The reconciling items represent, 
besides the impact of tax rate differentials and changes, non-taxable benefits or non-deductible expenses 
arising from permanent differences between the local tax base and the reported financial statements 
according to IFRS.

(Dollars in thousands)
March 31

2011
March 31

2010
December 31 

2010

Income before income taxes $        10,810 $          954 $      10,932

Expected income tax at statutory rate of 26.88% 
(2010 - 28.51%)

          2,908 272         3,112

Add (Deduct):

Reduction in future income tax rates 15 50 11

Permanent differences 31 24 123

Jurisdictional rate difference 7 (49) 276

Other (103) (63) (60)

Income tax expense $          2,858 $          234 $        3,462

Deferred income taxes are the result of temporary differences between the carrying amounts of certain 
assets and liabilities in the financial statements and their tax bases.
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(Dollars in thousands)
March 31

2011
March 31

2010 
December 31 

2010

Property, plant and equipment $              49,276 $            44,696   $           48,994

Employee pension benefits (1,496) (1,387) (1,429)

Other 1,230 893 1,602

Expected future income tax rate

49,010 44,202 49,167

27.01% 27.00% 26.92%

Deferred income taxes at expected tax rate $              13,238 $            11,936 $          13,235

12. Pension Liability

(Dollars in thousands) 2011 2010

Actuarial present value of defined benefit obligation at January 1 $       1,592 $        1,363

Interest cost 24 62

Current service cost 42  –

Benefits paid (4) (4)

Actuarial loss 27  –

Actuarial present value of defined benefit obligation at March 31 $      1,681 $        1,421

Interest Cost 182

Benefits paid (11)

Actuarial present value of defined benefit obligation at December 31 $        1,592

March 31
2011

March 31
2010

December 31
2010

January 1
2010

Actuarial present value of defined benefit 
obligation

$         1,681 $           1,421   $         1,592   $         1,363

Amounts not yet recognized in financial 
statements

     Unamortized net losses (185) (42) (163)  –

Accrued pension liability at March 31 $         1,496 $           1,379 $           1,429 $           1,363

Assumptions (per cent)
March 31

2011
March 31

2010
December 31

2010
January 1

2010

Discount rate 5.25 6.00 5.25 6.00

The Company obtains an annual actuarial valuation from an independent actuary subsequent to each 
year-end or if circumstances change. The most recent evaluation was dated April 11, 2011 and was 
utilized in measuring the December 31, 2010 year-end balances as well as related activities during the 
year, the March 31, 2011 balances and the estimated activities for 2011.

The Company charged $899,000 to expense in respect to its defined contribution plan during the three 
month period January to March, 2011 (January to March, 2010 - $842,000) and $67,000 to expense 
in respect of its defined benefit plan (2010 - $16,000) over the same respective three month periods.
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13. Class A and Class B Shares

Authorized:
•	 An unlimited number of Series Preferred shares, issuable in series, designated as First Preferred 

Shares, no par value

•	 An unlimited number of Series Preferred shares, issuable in series, designated as Second Preferred 
Shares, no par value

•	 An unlimited number of Class A Non-Voting shares, no par value

•	 An unlimited number of Class B Common shares, no par value

Issued:
•	 All issued shares are fully paid

Class A Non-Voting Class B Common Total

Number of 
Shares

Consideration 
(000’s)

Number of 
Shares

Consideration 
(000’s)

Number of 
Shares

Consideration 
(000’s)

Shares outstanding at December 31, 2009 16,582,333 $     22,010 1,654,284 $     1,366 18,236,617 $    23,376

Shares repurchased in 2010 (158,104) (209) – – (158,104) (209)

Stock options exercised in 2010 52,000 280 – – 52,000 280

Conversions Class B to Class A shares 400 – (400) – – –

Shares outstanding at December 31, 2010 16,476,629 $    22,081 1,653,884 $    1,366 18,130,513 $   23,447

Shares repurchased in 2011 – – – – – –

Stock options exercised in 2011 – – – – – –

Cumulative repurchases to March 31, 2011 – – – – – –

Shares outstanding at March 31, 2011 16,476,629 $    22,081 1,653,884 $    1,366 18,130,513 $    23,447

Each Class B Common share may be converted into one Class A Non-Voting share at the shareholder’s 
option. If a takeover bid is made for the Class B Common shares, holders of Class A Non-Voting shares 
are entitled, in certain circumstances, for the duration of the bid, to exchange each Class A Non-Voting 
share for one Class B Common share for the purpose of depositing the resulting Class B Common shares 
pursuant to the terms of the takeover bid.  The two classes of shares rank equally in all other respects.

Sentgraf Enterprises Ltd., controlled by Ronald D. Southern owns 1,428,790 Class B Common Shares, 
which at March 31, 2011 represented 86.4% of the Class B Common Shares. Sentgraf Enterprises Ltd. 
also owns 4,498,210 Class A Non-Voting Shares, which at March 31, 2011 represented 27.3% of the 
Class A Non-Voting Shares.

The Company did not have an outstanding normal course issuer bid in place during the first quarter of 
2011, but did start one effective April 18, 2011. During the year-to-date period in 2010, the Company 
had an outstanding normal course issuer bid for the purchase of up to 3% of the outstanding Class A 
Non-Voting shares. During the first quarter of 2011, no shares (January to March 2010 – no shares) 
were repurchased and cancelled under normal course issuer bids. The most recent offer will expire on 
April 14, 2012
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14. Expenses by Nature

Three Months Ended 
March 31

Year Ended 
December 31

(Dollars in thousands) 2011 2010 2010

Salaries and benefits $         2,467 $            1,879   $              8,308

Other selling and administrative 2,085 1,803 5,317

Total selling and administrative $         4,552 $            3,682 $            13,625

15. Stock-Based Compensation Plans

The following table summarizes stock options reserved, granted, and available for future issuance:

(number of options)
March 31 

2011
December 31 

2010
March 31 

2010
January 1 

2010

Reserved under current stock option plan 1,700,000 1,700,000 1,700,000 1,700,000

Granted at beginning of period (818,500) (661,000) (661,000) (661,000)

Granted during the period (102,000) (157,500) – –

Grant within the year but after the interim 
period

– – (157,500) –

Available for future issurance 779,500 881,500 881,500 1,039,000

The Company did not have any outstanding SARs during either 2011 or 2010. 

A summary of the status of the Company’s stock-based compensation plans as of March 31, 2011 and 
2010, and changes during the years ended on those dates is presented below:

2011 2010

Options

Weighted 
Average 

Exercise Price 
($) Options

Weighted Average 
Exercise Price ($)

Options outstanding at January 1 239,500 9.88 156,000 8.41

Options granted 102,000 10.32 – –

Options exercised –   – –    –

Options outstanding at March 31 341,500 10.01 156,000 8.33

Options granted 157,500 9.87

Options exercised (52,000) 5.40

Options expired (22,000) 9.94

Options outstanding at December 31 239,500 9.88

Options exercisable at March 31 112,000 9.89 108,000 9.89
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The following table summarizes information about stock options at March 31, 2011:

Vesting Period 
 (Years)

Exercise  
Price ($)

Number  
Outstanding

Remained Contractual Life 
(Years)

Number  
Exercisable

5 8.405 2,000 1.4 2,000

3 9.940 12,000 1.9 12,000

5 9.940 24,000 1.9 24,000

8 9.940 44,000 1.9 42,500

5 9.870 157,500 9.0 31,500

3 10.320 6,000 10.0 –

6 10.320 96,000 10.0 –

The Company recorded $61,000 in compensation expense for the period from January 1 to March 31, 
2011 ($Nil for the corresponding period in 2010) as well as corresponding changes to contributed surplus 
related to stock options. Compensation expense was determined using the Binomial Model based on the 
following assumptions:

2011 2010

Risk free interest rate 2.75% 3.09%

Expected volatility 34.6% 34.9%

Dividends yield rate 3.20% 3.30%

Weighted average expected life of options 7 years 7 years

Weighted average fair value $          10.32 $                9.87

Forfeiture rate 0.00% 0.00%

16. Earnings per Share

Three Months Ended 
March 31

Year Ended 
December 31

 (Dollars in thousands) 2011 2010 2010

Net income $         7,952 $            720   $         7,470

Weighted average outstanding share 18,130,513 18,236,617 18,148,246

Incremental shares for diluted earnings per 
share calculation

619 23,581 62

Weighted average outstanding shares for diluted 
earnings per share 18,131,132 18,260,198 18,148,308

Basic earnings per share ($) $     0.44 $     0.04 $     0.41

Diluted earnings per share ($) $     0.44 $     0.04 $     0.41
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17. Dividends per Share

The following table provides a history of dividends over the past two years and to date in the current year:

Declaration Date Payment Date Per Share ($) Total (000’s)

March, 2009 April, 2009 0.07 1,276

May, 2009 July, 2009 0.07 1,276

September, 2009 October 2009 0.07 1,276

November 2009 January,2010 0.07 1,277

March, 2010 April, 2010 0.07 1,276

May, 2010 July, 2010 0.07 1,275

September, 2010 October, 2010 0.07 1,260

November, 2010 January, 2011 0.07 1,267

March, 2011 April, 2011 0.07 1,270

18. Segmented Information

The Company operates in one business segment and provides contract drilling services, primarily to the 
oil and gas industry and in some circumstances to the mining industry. Segment information is provided 
on the basis of geographic segments as the Company manages its business through two geographic 
regions – Canada and the United States.

Thousands of Dollars Canada United States Total

Three Months Ended Years Ended Three Months Ended Year Ended Three Months Ended Year Ended

March 31 
2011

March 31 
2010

December 31 
2010

March 31 
2011

March 31 
2010

December 31 
2010

March 31 
2011

March 31 
2010

December 31 
2010

Revenue $ 57,444 $   43,918 $141,611 $            – $          47 $     3,527 $  57,444 $  43,965 $ 145,138

Cost and expenses 46,861 42,697 133,759 – 436 1,325 46,861   43,133 135,084

Operating income 10,583 1,221 7,852 – (389) 2,202 10,583 832 10,054

Other income 227 122 878 – – – 227 122 878

Income taxes (2,858) (394) (2,559) – 160 (903) (2,858) (234) (3,462)

Net income $    7,952 $       949 $    6,171 $            – $       (229) $      1,299 $    7,952  $       720 $    7,470

Segment assets $230,657 $190,640 $198,744 $            – $    17,880 $    19,843 $230,657 $208,520 $218,587

Segment liabilities $  40,227 $  25,948 $  34,850 $            – $      1,018 $             – $  40,227 $  26,966 $  34,850

Capital Assets $140,752 $104,833 $123,785 $            – $    11,045 $    10,777 $140,752 $115,878 $134,562
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19. Related Party Transactions

The Company is related to the ATCO Group of companies and to Spruce Meadows through its majority 
shareholder. The accompanying table summarizes transactions and period-end balances with those 
affiliates.  These transactions were made in the normal course of business with regular payment terms 
and have been recorded at the paid amounts. Each was considered to be at fair market value.

Three Months Ended 
March 31

Year Ended 
December 31

2011 2010 2010

(Dollars in thousands)

Revenue (computer services) $       7 $         7 $       30

Purchases

   Operating (sponsorship and advertising (Note 20), other) 325 386 481

Period end accounts receivable – 3 3

Period end accounts payable – – –

The Company is related to its Joint Ventures. The accompanying table summarizes transactions and 
period-end balances with the Joint Ventures. These transactions were made in the normal course of 
business with regular payment terms and have been recorded at the paid amounts. Each was considered 
to be at fair market value.

Three Months Ended 
March 31

Year Ended 
December 31

2011 2010 2010

(Dollars in thousands)

Revenue $       13 $         1 $       82

Direct drilling costs 295 322 1,626

Rig manager costs 470 551 2,524

Selling and administrative costs 120 106 469

Period end accounts payable 2,322 289 1,830

20. Commitments and Contingencies

From time to time, the Company enters into drilling contracts with its customers that are for extended 
periods. At March 31, 2011, the Company had seven rigs with multi-year contracts. Of these contracts, 
one is anticipated to expire in 2011, one in 2012, four in 2013 and the remaining contract in 2014.

During 2004 and 2006, the Company entered into two four-year contracts to provide sponsorship and 
advertising to a related company at a cost of $1,492,000. These contracts have been extended and 
include annual costs of $325,000 for 2011 (2010 - $325,000). 

The Company leases its office space at an annual cost of approximately $412,000 per year. This lease 
expires on December 31, 2014.
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21. Financial Instruments

Financial Instrument Risk Exposure and Management
The Company is exposed to various risks associated with its financial instruments. These risks are 
categorized as credit risk, foreign currency risk, liquidity risk. In addition, the Company is indirectly 
exposed to interest rate risk since the Company is typically non-borrowing and is directly exposed to 
fluctuations in interest rates through its investment in bank guaranteed highly liquid investments. The 
Company is also indirectly exposed to commodity risk relating to commodity prices due to the industry 
in which it works.

Credit Risk
The credit risk associated with accounts receivable is generally considered low since substantially all 
counterparties are well-established and financed oil and gas companies. The Company has detailed credit-
granting procedures and in certain circumstances may require customers to make advance payment prior 
to the provision of services or take other measures to help reduce credit risk. Management has estimated 
provisions to recognize potential impairments, which have been included in the accounts.

The Company’s accounts receivable shows no significant credit risk exposure in the balances outstanding 
at March 31, 2011:

March 31 March 31 December 31

(Dollars in thousands) 2011 2010 2010

Within 30 days $       29,516 $     24,381 $     23,027

31 to 60 days 13,142 12,968 8,508

61 to 90 days 472 1,019 1,846

Over 90 days 782 802 44

Allowance for doubtful accounts (89) (100) (86)

Accounts receivable $      43,823 $     39,070 $     33,339

Foreign Currency Risk
The Company is exposed to changes in foreign exchange rates as revenues, capital expenditures, or 
financial instruments may fluctuate due to changing rates. At March 31, 2011 and December 31, 2010, 
AKITA’s exposure was limited substantially to its operations in the United States, which constituted 0% 
of its total revenue (2010 – 2%).

Liquidity Risk
The Company is exposed to liquidity risk through its working capital balance. At March 31, 2011 and 
December 31, 2010, this risk was limited due to having cash balances significantly in excess of total 
current liabilities.
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22. Accounting Standards Issued But Not Yet Applied

International Financial Reporting Standard 9, Financial Instruments (“IFRS 9”) addresses classification 
and measurement of financial assets that will replace IAS 39, Financial Instruments: Recognition and 
Measurement. IFRS 9 has two measurement categories: amortized cost and fair value. All equity instruments 
are measured at fair value. A debt instrument is measured at amortized cost only if the entity is holding 
it to collect contractual cash flows and the cash flows represent principal and interest. Otherwise, it 
is measured at fair value through profit and loss. The standard was updated to include guidance on 
financial liabilities and derecognition of financial instruments. This standard is required to be applied for 
accounting periods beginning on or after January 1, 2013, with earlier adoption permitted. The Company 
has not yet assessed the impact of the standard or determined whether it will adopt the standard early.

International Financial Reporting Standard 7 Financial Instruments was amended to require additional 
disclosures in respect of risk exposures arising from transferred financial assets.  This change is effective 
for annual periods beginning on or after July 1, 2011. The Company has not yet assessed the impact of 
the standard or determined whether it will adopt the standard early.
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