Canadian Energy
SERVICES LP

MANAGEMENT’S DISCUSSION AND ANALYSIS

The following management’s discussion and analyMi®&A”) of the financial condition and results adperations should be read in
conjunction with the interim consolidated financ&iatements for the three and nine month periode@iseptember 30, 2009 and the
2008 Annual Report, including the audited consdédafinancial statements and notes thereto of Cema&nergy Services L.P.
(“CES” or the “Partnership”) for the years ended Bember 31, 2008 and December 31, 2007. The intwmaontained in this
MD&A was prepared up to and including November@)2and incorporates all relevant considerationghat date.

Certain statements in this MD&A may constitute famdvlooking information or forward-looking statentsricollectively referred to as
“forward-looking information”) which involves knowand unknown risks, uncertainties and other factehéch may cause the actual
results, performance or achievements of the Pastmpr or industry results, to be materially diffetefrom any future results,
performance or achievements expressed or impliesliblp forward-looking information. When used iis tID&A, such information
uses such words as “may”, “would”, “could”, “will”, “intend”, “expect”, “believe”, “plan”, “anticipate ”, “estimate”, and other
similar terminology. This information reflects tHeartnership’s current expectations regarding f@uevents and operating
performance and speaks only as of the date of th&M Forward-looking information involves signifint risks and uncertainties,
should not be read as a guarantee of future perémee or results, and will not necessarily be anuaate indication of whether or not
such results will be achieved. A number of factmald cause actual results to differ materiallprfr the results discussed in the
forward-looking information, including, but not lited to, the factors discussed below. The manageofethe Partnership believes
the material factors, expectations and assumptiefiected in the forward-looking information andt&ments are reasonable but no
assurance can be given that these factors, expectaand assumptions will prove to be correct. Wrevard-looking information and
statements contained in this document speak onbf #se date the document, and the Partnershipraesuno obligation to publicly
update or revise them to reflect new events oruairstances, except as may be required pursuant gicaple securities laws or
regulations.

In particular, this MD&A may contain forward-lookgninformation pertaining to the following: futurestemates as to distribution
levels; capital expenditure programs for oil andural gas; supply and demand for the Partnershigreducts and services; industry
activity levels; commodity prices; treatment ungervernmental regulatory and taxation regimes; dejggice on equipment suppliers;
dependence on suppliers of inventory and prodymiits) equipment improvements; dependence on pegsacoilection of accounts
receivable; operating risk liability; expectationsgarding market prices and costs; expansion ofises in Canada, the United States
and internationally; development of new technologypectations regarding the performance of the farhip’s environmental and
transportation operations; investments in reseaaold development and technology advancements; atweebt and capital markets;
and competitive conditions.

The Partnership's actual results could differ maty from those anticipated in the forward-lookimgformation as a result of the
following factors: general economic conditions imr@da, the United States, and internationally; daechdor oilfield services for

drilling and completion of oil and natural gas w&llvolatility in market prices for oil, natural gaand natural gas liquids and the
effect of this volatility on the demand for oilfleservices generally; competition; liabilities anmisks, including environmental
liabilities and risks inherent in oil and naturalag operations; sourcing, pricing and availabilitf caw materials, consumables,
component parts, equipment, suppliers, facilitiasd skilled management, technical and field perstgnability to integrate

technological advances and match advances of camzetavailability of capital; uncertainties in vegher and temperature affecting
the duration of the oilfield service periods anck thctivities that can be completed; changes inslagon and the regulatory
environment, including uncertainties with respe&cptograms to reduce greenhouse gas and other Emggaxation of trusts, public
partnerships and other flow-through entities, artthreges to the royalty regimes applicable to erdtitiperating in the Western
Canadian Sedimentary Basin and the United Statesess to capital and the liquidity of debt marketiuctuations in foreign

exchange and interest rates and the other factorsidered under “Risk Factors” in the PartnershipAsinual Information Form for

the period ended December 31, 2008 and “Risks amcetainties” in this MD&A.

Without limiting the foregoing, the forward-lookingformation contained in this MD&A is expresslyatjfied by this cautionary
statement.
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BUSINESS OF THE PARTNERSHIP

The core business of CES is to design and implemheliihg fluid systems for oil and natural gas guzers. CES operates in
the Western Canadian Sedimentary Basin (“WCSB”) thedUnited States (“US”), with an emphasis on isémg the ongoing
major resource plays. The drilling of those majesources plays includes wells drilled verticalfijrectionally, and with
increasing frequency, horizontally. Horizontallldrg is a technique utilized in tight formationgd shale gas, shale oil, heavy
oil, and in the oil sands. The designed drillihgd encompasses the functions of cleaning the, lédilizing the rock drilled,
controlling subsurface pressures, enhancing dyilliates and protecting potential production zondslewconserving the
environment in the surrounding surface and subserf@rea. The Partnership's drilling fluid systeans designed to be
adaptable to a broad range of complex and variflthgrscenarios, to help clients eliminate ineiiiacies in the drilling process
and to assist them in meeting operational objestaed environmental compliance obligations. Thenseship markets its
technical expertise and services to oil and namalexploration and production entities by empiagithe historical success of
both its patented and proprietary drilling fluidsggms and the technical expertise and experienite pérsonnel.

Clear Environmental Solutions (“Clear”), the Parshgp’s environmental division, provides environtarand drilling fluids
waste disposal services primarily to oil and gasdpcers active in the WCSB. The business of Glearlves determining the
appropriate processes for disposing of or recydlings produced by drilling operations and to gasut various related services
necessary to dispose of drilling fluids.

The Partnership's head office and the sales arnitesrheadquarters are located in Calgary, Alkemthits stock point facilities
and other operations are located throughout Alb@tdish Columbia, and Saskatchewan. The Partigssindirect wholly-
owned subsidiary, AES Drilling Fluids, LLC (“AES"gonducts operations in the United States fronhéiad office in Denver
with stock point facilities currently located inthdOklahoma and Utah.

NON-GAAP MEASURES

The corresponding unaudited interim consolidatewrfcial statements have been prepared in accordaitbeCanadian
generally accepted accounting principles (“GAAPCertain supplementary information and measuresrexxgnized under
Canadian GAAP are also provided in this MD&A whemanagement believes they assist the reader in stadeing the
Partnership’s results. These measures are cadutgt CES on a consistent basis unless otherwesgfially explained. These
measures are further explained as follows:

EBITDAC — means net earnings before interest, taxes, eatoh, loss on disposal of assets, goodwill impeint, unrealized
foreign exchange gains and losses, unrealized ater@vgains and losses, and unit-based compensa8tiTDAC is a metric
used to assess the financial performance of atyertlanagement believes that this metric assistdetermining the ability of
CES to generate cash from operations. Note that pear comparative figures have been recompudecbhform to current
year financial statement presentation. EBITDAC walsulated as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
$000's 2009 2008 2009 2008
Net earnings and comprehensive earnings 718 6,244 1,658 10,471
Add back (deduct):
Amortization 840 740 2,600 1,515
Interest expense, net of interest income 82 112 274 358
Future income taxexpense 70 29 225 95
Unit-based compensation 147 509 703 1,605
Unrealized foreign exchange (gain) loss 98 (21) 34 ¢
Unrealized derivative loss 47 - 9
Loss on disposal of assets 2 17 69 25
EBITDAC® 2,004 7,630 5,572 14,067
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Notes:
! Prior year balances recomputed to conform to curigar financial statement presentation.

Distributable funds— means funds flow from operations less mainte@atapital. See the definition of funds flow from
operations below and the definition of maintenacapital under “Operational Definitions”. Distritaltle funds is a measure
used by management and investors to analyze theranb funds available to distribute to unitholdéefore consideration of
funds required for growth purposes. Note thatmpy®ar comparative figures have been recomputednéorm to current year
financial statement presentation. Refer to “Lidtyidind Capital Resources — Funds Flow from Openatiand Distributions”
for the calculation of distributable funds.

Funds flow from operations- means cash flow from operations before change®n-cash operating working capital. This
measure is not intended to be an alternative tb pesvided by operating activities as providedhe tonsolidated statements of
cash flow, net earnings, or other measures of &iahperformance calculated in accordance with @emGAAP. Funds flow
from operations assists management and investoenatyzing operating performance and leverage. e Nbat prior year
comparative figures have been recomputed to confrmurrent year financial statement presentatidfunds flow from
operations was calculated as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

$000's 2009 2008 2009 2008
Cash provided by (used in) operating activities (797) (6,454) 21,480 (1,549)
Adjust for:
Change in non-cash operating working capital 2,719 13,972 (16,182) 15,25
Funds flow from operation® 1,922 7,518 5,298 13,70
Notes:

! Prior year balances recomputed to conform to curigar financial statement presentation.

Gross margin— means revenue less cost of sales, which incladssof product, field labour, and all field reldtoperating
costs. Management believes this metric providgsaal measure of the operating performance at ¢het [ftvel. It should not be
viewed as an alternative to net earnings.

Payout ratio— means distributions declared as a percentadistibutable funds. Note that prior year compaeafigures have
been recomputed to conform to current year findsté&ement presentation. Refer to “Liquidity abapital Resources — Funds
Flow from Operations and Distributions” for the @alation of the payout ratio.

These measures do not have a standardized meanprgscribed by Canadian GAAP and are therefori&eaipnlto be directly
comparable to similar measures presented by otmpanies, trusts, or partnerships.

OPERATIONAL DEFINITIONS

Operational terms used throughout this MD&A include

Expansion capital- represents the amount of capital expenditurehths or will be incurred to grow or expand theibesss or
would otherwise improve the productive capacityhef operations of the business.

Maintenance capital- represents the amount of capital expenditurerths been or will be incurred to sustain the curkevel
of operations.

Market share— CES estimates its market share in Canada by @angp on a semi-weekly basis, active rigs where th
Partnership was contracted to provide servicebdadtal active rigs for Western Canada. The nurobéotal active rigs for
Western Canada is based on Canadian Associatiddileell Drilling Contractors (“CAODC") published da for Western
Canada.
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Operating days- CES estimates its operating days, which arentevgenerating days, by multiplying the average remof
active rigs where the Partnership was providindinigi fluid services by the number of days in thexipd.

Well type- the Partnership classifies oil and natural gasiby depth, as follows:

Shallow wells Generally less than 1,000 metres;

Medium wells Generally between 1,000 and 2,500 metres;

Deep wells: Generally greater than 2,500 metres; and

Horizontal wells: Drilled vertically then horizontally, often witmultiple lateral legs, reaching out 500 to 1,500

metres each.

FINANCIAL HIGHLIGHTS

Summary Financial Results Three Months Ended September 30, Nine Months Ended September 30,

($000's, except per unit amounts) 2009 2008 9% Change 2009 2008 9% Change

Revenue 19,219 40,850 (53.0%) 62,151 83,684 (25.7%)

Gross margir 6,085 12,188 (50.1%) 17,552 24,716 (29.0%)
Gross margin percentage of reveffue  31.7% 29.8% 28.2% 29.5%

Net earnings before taxes 788 6,273 (87.4%) 1,883 10,566 (82.2%)
per unit — basic and dilute@ 0.07 0.56 (87.5%) 0.17 1.04 (83.7%)

Net earnings 718 6,244 (88.5%) 1,658 10,471 (84.2%)
per unit — basic and dilute@ 0.06 0.56 (89.3%) 0.15 1.03 (85.4%)

EBITDAC®® 2,004 7,630 (73.7%) 5,572 14,067 (60.4%)
per unit — basic and dilute@ 0.18 0.68 (73.5%) 0.50 1.39 (64.0%)

Funds flow from operation® © 1,922 7,518 (74.4%) 5,298 13,709 (61.4%)
per unit — basic and dilute® 0.17 0.67 (74.6%) 0.47 1.35 (65.2%)

Distributions declared 2,683 2,653 1.1% 7,972 7,253 9.9%

per Class A Unit 0.2376 0.2376 - 0.7128 0.7128

per Subordinated Class B Unit - 0.2376 0.2376 0.7128

Notes:

! Refer to the “Non-GAAP Measures” for further detail
2Includes Class A Units and Subordinated Class BdJni
® Prior year balances recomputed to conform to cotrgear financial statement presentation.

OVERVIEW OF FINANCIAL AND OPERATIONAL RESULTS

Highlights for the three and nine month periodsezsh&eptember 30, 2009 in comparison to the thrdenare month periods
ended September 30, 2008 for CES are as follows:

The Partnership generated gross revenue of $1%i@nmmduring the third quarter of 2009, compareds#®.9 million for the
three months ended September 30, 2008, a decré&21.6 million or 53.0% on a year-over-year basiéear-to-date,
gross revenue totalled $62.2 million compared t8.%8nillion last year representing a decline of $21illion or 25.7% on
a year-over-year basis. During Q3 2009, grossmgx®n a per unit basis was $1.70 per unit comparé&8.64 per unit for
Q3 2008, a decrease of 53.2%.

CES'’ estimated market share (refer to “Operati@efinitions”) in Western Canada increased to 27%tle three months
ended September 30, 2009, up from 23% for the thmeieths ended September 30, 2008. Year-to-dateR#éintnership’s
estimated market share in Western Canada aver2@fgdas compared to 21% during 2008. The year-psar-market
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share increases are reflective of CES’ solutionghvhare focused on the major resource plays alatig ttve Partnership’s
service and execution. CES’ operating days (reféfOperational Definitions”) in Western Canada weystimated to be
4,924 for the three month period ended SeptembeR@09, a decrease of 50% from the 9,844 operalyg during the

third quarter of 2008. Year-to-date, operatingsdamyWestern Canada were estimated to total 13;6ipared to 22,584
during same period last year, representing a dedfd0%. Overall industry activity dropped approately 56.3% from

an average monthly rig count in the third quarfe2@08 of 403 to 176 during the second quarterd@f®based on CAODC
published monthly data for Western Canada. Yeatate, the CAODC average monthly rig count for WasiCanada has
averaged 196 as compared to 357 in 2008 repregemifrar-over-year decline of 45.0%.

Revenue from drilling fluids related sales of protuand services in Western Canada was $15.5 mifto the three
months ended September 30, 2009, compared to $3Bién for the three months ended September 3082€epresenting
a decrease of $18.0 million or 53.7%. For the mmanth period ended September 30, 2009, revenue dirdling fluids
related sales of products and services in Westema@a was $48.4 million as compared to $72.3 milfior the nine
months ended September 30, 2008, representingra@adecof $23.9 million or 33.1%.

For the three months ended September 30, 2009nuevgenerated in the US from drilling fluid saldspooducts and
services was $0.7 million with an estimated 191rafweg days (refer to “Operational Definitions”) asmpared to last
year's revenue of $1.7 million with an estimated? Ziperating days during the same period. Yeamte;drevenue
generated in the US totalled $2.9 million as coragdo $3.5 million in the previous year.

During the third quarter of 2009, revenue from king operations totalled $1.7 million, an increa$e50.2 million from
$1.5 million for the three months ended Septemifer2808. For the year-to-date period, revenue fircking operations
totalled $4.7 million as compared to $3.1 milliouriehg 2008 representing an increase of $1.6 million

The Clear environmental business, which was acduiyeCES on June 12, 2008, generated $1.3 millfaewenue for the
three month period ended September 30, 2009 asarechpo $4.2 million during the prior year. Reverftom Clear for
the nine month period ended September 30, 2008ei$6.2 million. In 2008, Clear revenue from thete of acquisition
(June 12, 2008) through to September 30, 2009¢dt&4.8 million.

For the three month period ended September 30,,2108s margin of $6.1 million or 31.7% of reverwas generated,
compared to gross margin of $12.2 million or 29.8Ptevenue generated in the same period last yéaar-over-year, Q3
margins were higher primarily due to lower ovemllert sales as a percentage of revenue. InveraHawer gross margin
as compared to other product margins of the Paftiger Year-to-date, the Partnership achieved asgnoargin of $17.6
million or 28.2% of revenue compared to $24.7 willior 29.5% of revenue last year. Year-over-yeargins have
declined on a year to date basis primarily due doreased margins on some products, lower operatagins on US
generated revenue, and an increase in revenuaeugdtsle to lower margin activities including trucgi

For the three month period ended September 30,,286B8ng, general, and administrative costs wetel $nillion as
compared to $4.5 million for the same period in 00rear-over-year, third quarter selling, geneaalgd administrative
costs have declined as a result of cost reductitade by the Partnership. For the nine month pesi@ted September 30,
2009, selling, general, and administrative costsev#l2.0 million as compared to $10.6 million fbetsame period in
2008. Selling, general, and administrative costslie year-to-date period are higher on a year-ggar comparison as a
result of the Clear business unit’s inclusion fo full nine month period in the current year bakm Selling, general, and
administrative costs increased by $0.6 million 8%4lin Q3 2009 to $4.1 million from $3.5 million ®2 2009 primarily as
a result of higher overall sales volumes duringdharter. CES continues to monitor selling, gelnenad administrative
costs in light of prevailing market conditions.

EBITDAC (refer to the “Non-GAAP Measures”) for ththree months ended September 30, 2009 was $2.lbmdk
compared to $7.6 million for the three months en8egdtember 30, 2008 representing a decrease ofh@ign or 73.7%.
For the nine month period ended September 30, ZDBBY|DAC totalled $5.6 million as compared to $14nillion in 2008
representing a decrease of $8.5 million or 60.4%.
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The Partnership recorded a net profit of $0.7 millfor the three month period ended September @0 2s compared to a
net profit of $6.2 million in the prior year. THrartnership recorded net earnings per unit was6$@i0the three months
ended September 30, 2009 versus net earnings pesfu$0.56 in 2008. For the nine month period eshdeptember 30,
2009, the Partnership recorded net earnings of §illlion, a decrease of 84.2% from the $10.5 milligenerated for the
same period last year. For the nine month penetlearnings per unit were $0.15 for 2009, as coetpwith $1.03 per
unit for the same period in 2008, representing@etese of $0.88 or 85.4% on a per unit basis.tHeguarter, net earnings
were lower primarily as a result of lower overa@lenues and higher non-cash expenses relating ddiaation. For the
year-to-date period, the decline in earnings pét isndue to a combination of lower net earnings tlee period and
additional units outstanding during the period aspared to 2008.

Despite the weak market conditions, CES contingedhaintain a strong balance sheet at SeptembeP@®Iy with net
working capital of $11.5 million (December 31, 200815.8 million). At September 30, 2009, CES Healwn $3.0 million
on its operating facility (December 31, 2008 - $1@illion). The maximum available draw on the $Billion facility at
September 30, 2009, based on accounts receivadblieeentory balances, was $12.5 million.

In August, 223,054 Class A Units of the Partnerstdpe issued as partial settlement of the earriahitity pursuant to the
Partnership’s acquisition of the business asseGledr Environmental Solutions Inc. on June 26,820This represents a
settlement of $1.8 million of the $2.0 million eaont payable. The remaining $0.2 million is pagalil cash contingent
upon the collection of selected accounts receivablances prior to December 31, 2009. To daté)3®0million of the
selected outstanding accounts receivable balaraes leen collected resulting in a confirmed minimeann-out payable
of $0.15 million of December 31, 2009.

The Partnership has continued to maintain its mgrdrstributions throughout the first nine months2009 at its target
level of $0.0792 per Class A Unit per month. Aat@ggregate distribution of $0.2376 per Class At Was paid during the
third quarter. During the third quarter, the payaiio averaged 142.3% as compared to 36.7% &8t yYear-to-date, the
payout ratio has averaged 151.8% as compared B%bduring 2008. Since the Partnership’s inceptior2006, the
Partnership has maintained its distribution at $82per Class A Unit per month resulting in an pimn to date payout
ratio of 83%. The determination of the payoutaalbes not take into account changes in non-cashatipg working
capital items. Management and the Board of Dimscteview the appropriateness of distributions enoathly basis taking
into account industry conditions, growth opportigsit requiring expansion capital, and managemerdigechst of
distributable funds. Although at this time the tRarship intends to continue to make cash disivbstto unitholders, these
distributions are not guaranteed. (See “Funds Ftom Operations and Distributions”).
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RESULTS FOR THE PERIODS

Three Months Ended September 30,

($000’s, except per unit amounts) 2009 2008 $ Change % Change
Revenue 19,219 40,850 (A6 (53.0%)
Cost of sales 13,134 28,662 (8P (54.2%)
Gross margirf) 6,085 12,188 (6,103) (50.1%)
Gross margin percentage of reveriue 31.7% 29.8%

Selling, general, and administrative expenses 4,079 4,525 (446) (9.9%)
Amortization 840 740 100 13.5%
Unit-based compensation 147 509 (362) (71.1%)
Interest expense 82 112 (30) (26.8%)
Foreign exchange loss 94 12 82 683.3%
Financial derivative loss 53 - 53 N/A
Loss on disposal of assets 2 17 (15) (88.2%)
Net earnings before taxes 788 6,273 465) (87.4%)
Future income taxexpense 70 29 41 141.4%
Net earnings 718 6,244 ,5¢5) (88.5%)
Net earnings per unit — basic and diluted 0.06 56. (0.50) (89.3%)
EBITDAC®® 2,004 7,630 ,6¢5) (73.7%)
Partnership Units Outstandin® 2009 2008 % Change
End of period 11,378,055 11,166,870 1.9%
Weighted average

- basic 11,224,912 11,166,513 0.5%

- diluted 11,297,312 11,230,889 0.6%

As at

Financial Position ($000’s) September 30, 200Pecember 31, 2008 % Change
Net working capital 11,470 15,825 (27.5%)
Total assets 94,685 125,261 (24.4%)
Long-term financial liabilities" 2,589 3,474 (25.5%)
Unitholders’ equity 72,907 76,978 (5.3%)
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Nine Months Ended September 30,

($000’s, except per unit amounts) 2009 2008 $Change % Change
Revenue 62,151 83,684 (BBp (25.7%)
Cost of sales 44,599 58,968 (B8B (24.4%)
Gross margirf) 17,552 24,716 (7,164) (29.0%)
Gross margin percentage of reverfue 28.2% 29.5%

Selling, general, and administrative expenses 11,981 10,587 3 13.2%
Amortization 2,600 1,515 ,08b 71.6%
Unit-based compensation 703 1,605 (902) (56.2%)
Interest expense 274 358 (84) (23.5%)
Foreign exchange (gain) loss 27 60 (33) (55.0%)
Financial derivative loss 15 - 15 N/A
Loss on disposal of assets 69 25 44 176.0%
Net earnings before taxes 1,883 10,566 (8,683) (82.2%)
Future income taxexpense 225 95 130 136.8%
Net earnings 1,658 10,471 (8,813) (84.2%)
Net earnings per unit — basic and diluted 0.15 03. (0.88) (85.4%)
EBITDAC®® 5572 14,067 (8,49 (60.4%)
Partnership Units Outstandin® 2009 2008 % Change
End of period 11,378,055 11,166,870 1.9%
Weighted average

- basic 11,163,521 10,129,716 10.2%

- diluted 11,183,493 10,129,716 10.4%

Notes:

! Refer to the “Non-GAAP Measures” for further detail
ZIncludes Class A Units and Subordinated Class BdJni
3 Prior year balances recomputed to conform to curigar financial statement presentation.

“Vehicle financing and committed loans excludingenir portion.

Revenue and Operating Activities

The Partnership generated revenue of $19.2 miftoorthe three months ended September 30, 2009 rmapared with $40.9
million for the three months ended September 3082@epresenting a year-over-year decrease of $8illién or 53.0%. The
significant decrease in overall revenue on a y®ar gear basis is a reflection of the dramatic idecin drilling activity in the

WCSB during the current year and is reflectivesf 50.0% decrease in the Partnership’s Canadiamatinge days during the
quarter. Year-to-date, the Partnership generateenue of $62.2 million as compared to $83.7 mmllituring the same period
last year representing a decline of $21.5 millio29.7%.

Of the revenue generated during the second quafr@009, $15.5 million (2008 - $33.5 million) wasrngerated in the Western
Canada drilling fluids business; $0.7 million (20081.7 million) was generated in the US drillingids business; $1.3 million
(2008 - $4.2) was contributed by the Clear envirental division, and $4.7 million (2008 - $3.1 nuli) was generated by
trucking operations.

For the nine month period ended September 30, 2RE®4 million (2008 - $72.3 million) was generatedhe Western Canada
drilling fluids business; $2.9 million (2008 - $3nfillion) was generated in the US drilling fluidsdiness; $6.2 million (2008 -
$4.8 million) was contributed by the Clear enviramtal division (which was acquired in June 2008y $4.7 million (2008 -
$3.1 million) was generated by trucking operations.
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The active CAODC monthly rig count in Western Camaderaged 176 for the three months ended Septe36b&009 based
on CAODC published monthly data for Western Canafis is a 56.3% decrease from the average rigtaafi403 in the same
period of 2008. Year-to-date, the CAODC, averagathy rig count for Western Canada has averagédatcompared to 357
in 2008 representing a year-over-year decline dd%b5

CES’ estimated market share (refer to “Operatidpalinitions”) in Western Canada increased to 27%tfe three months
ended September 30, 2009 from 23% for the threehma@anded September 30, 2008. Year-to-date, ttindPship’s estimated
market share in Western Canada averaged 23% codhjma?d % during 2008. CES’ technology focused tmhg have resulted
in an increased market share in Western Canadeeascbnomics of drilling have become more diffi¢altoperators.

For the nine month period ended September 30, 2D@Stop five customers of the Partnership accalifde approximately
38.1% (2008 — 28.1%) and totalled 40.7% in Q3 2@® 2008 — 26.4%) of total revenue. The Partnptsiargest customer, a
large independent exploration and production compancounted for 13.7% of the current year-to-dateenue (Q3 2009 —
7.9%) as compared to 9.8% in 2008 (Q3 2008 — 6.8%).

The Partnership estimated operating days (refé®perational Definitions”) from its drilling fluidservices as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Canada 4,924 9,844 13,617 22,58
USA 191 212 532 48
Total Operating Days 5,115 10,056 14,149 23,069

Overall, CES’ drilling fluid business continued fimcus on resource plays and in particular the mmadio deep drilling and
horizontal drilling. Over the last year, horizdnthilling has represented an increasing sharehef Rartnership’s revenue
composition as customers continue to apply thenigcie more frequently. For the three months erSigtember 30, 2009,
medium and deep drilling represented 24% (2008%)3¥ drilling fluids revenue and horizontal wetlspresented 75% (2008
— 66%) of drilling fluids revenue. For the yeardate period, medium and deep drilling represe2@® (2008 — 43%) of
drilling fluids revenue and horizontal wells reprated 73% (2008 — 53%) of drilling fluids revenU@ES’ experience has been
that the importance to the operator of efficienllidg fluid systems increases significantly withet depth and complexity of the
well drilled. The following charts illustrate tHartnership’s estimated revenue from its drillihgds business by well type in
CES'’ targeted areas:

Three Months Ended September 30, 2009 Three Months Ended September 30, 2008

______Horizontal

78%
Horizontal
58%

Medium /
Deep
40%
Medium
Deep Shallow Shallow
21% 1% 2%
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Nine Months Ended September 30, 2009 Nine Months Ended September 30, 2008

Horizontal Horizontal
73% 53%
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Medium Medium//
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Cost of Sales and Gross Margin

Gross margin represents the profit earned on reverfter deducting the associated costs of saldsdimg cost of products,
field labour, and all other related field costs.riylas vary due to a change in product mix, welltygeographic area, and nature
of activity (i.e. drilling fluids, trucking, enviramental, etc.).

The Partnership achieved gross margin of $6.1 aniltir 31.7% of revenue for the three month perioded September 30,
2009 as compared to $12.2 million or 29.8% of rexeduring last year. Year-over-year, Q3 margineevigher primarily due
to lower overall invert sales as a percentagewmae in the current year. Invert has a much layvess margin as compared to
other product margins of the Partnership. Yeaddte, the Partnership achieved a gross margin a6%illion or 28.2% of
revenue compared to $24.7 million or 29.5% of remetast year. Year-over-year, margins have deedeas a year to date
basis primarily due to decreased margins on someéugts, lower operating margins on US generatedma®, and an increase
in revenue attributable to lower margin activitiasluding trucking. The Partnership continuesdous on maintaining margin
integrity during the current slowdown and has bparsuing more effective procurement strategies mathtaining a lower
overall inventory balance in order to reduce innsts.

Cost of labour has less of an impact on the Paiigs margins. Use of consultants and the vagialdmponent of
compensation for employees provide the Partnensiilpa means to better manage seasonal activitygsaas well as overall
fluctuations in the demand for CES’ products amdises. With an overall reduction in actual andefrasted activity levels in
the industry as compared to last year, CES hasceediis overall head count of field staff and figldnsultants. CES is
continuing to monitor its staffing levels in ligbf the current slowdown to match overall staffimgptrevailing activity levels.
At September 30, 2009, the headcount of field staff 82 as compared to 76 at June 30, 2009 andtIDdcember 31, 2008.

Selling, General, and Administrative Expenses (“S@&)

SG&A for the three month period ended Septembe2809 was $4.1 million as compared to $4.5 milionthe same period
in 2008 representing a decrease of $0.4 millioB.8#6 year-over-year. The decrease from last yeprimarily attributable to
lower activity levels by the Partnership and agsult of cost cutting activities undertaken by Batnership during the year.
For the nine month period ended September 30, 26G&A costs were $12.0 million as compared to $1filion for the
same period in 2008. The year-over-year incresgdtiibutable to the full year of operations oé&l included in the current
year’s results for the Partnership and the new ggadgc expansion into the US. Selling, generatl administrative costs
increased by $0.6 million or 17.1% in Q3 2009 tol$illion from $3.5 million in Q2 2009. The in@se in SG&A expenses
between the second and third quarter of 2009 imarily due to higher sales volumes by the Partigrsiihe Partnership
continues to be focused on overall cost control S&&A through managing its staffing levels and atnéining operations
especially in light of the continued downturn inlldrg activity. The Partnership’s office headcaouotalled 63 at September 30,
2009 as compared to 66 as at June 30, 2009 anslatCeecember 31, 2008.

Amortization

Amortization of property, equipment, and intangibtetalled $0.8 million for the three month pereried September 30, 2009
in comparison to $0.7 million during 2008. For tiee months ended September 30, 2009, amortizatipense totalled $2.6
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million as compared to $1.5 million last year. Tkspective year-over-year increases are primatitjbutable to the expanded
operations of the Partnership compared to last yeduding additional trucks and trailers for threaking division and the
increase in amortization of intangible assets iraib the Partnership’s acquisition of Clear.

Unit-based Compensation

Unit-based compensation was $0.1 million for thee¢hmonths ended September 30, 2009 as compa&&iSanillion during
the same period last year. For the nine monthedr@ptember 30, 2009, unit-based compensatiomsapetalled $0.7
million as compared to $1.6 million during the saperiod last year. The respective year-over-yealide is primarily
attributable to the Distribution Rights Plan whislas implemented in May 2008 and was being amortaext the remaining
vesting periods of the unit options which endelsrch 2009 and a grant under the Unit Bonus Plainduhe second quarter
of 2008.

Interest Expense

The Partnership had interest expense of $0.1 mifito the three months ended September 30, 2008hwikés comparable to
the $0.1 million last year. For the nine monthdexhSeptember 30, 2009, interest expense totalldrfillion as compared to
$0.4 million last year. The respective year-oveatydeclines are attributable to a combinatioroafl overall interest rates and
lower average borrowings on the Partnership’s waridebt facilities as compared to last year. &sieexpense consists of
interest expense on vehicle financing loans, themited facilities, and the operating loan facility

Foreign Exchange Loss

For the nine month period ended September 30, 286Rartnership recorded a foreign exchange 0$6.63 million. The net
foreign exchange loss primarily relates to the gkation of the Partnership’s US subsidiary AES Il Fluids, LLC's
operations which uses the US Dollar as its funeficarrency.

Realized and Unrealized Derivative Losses

For the three and nine month periods ended Septe3h009, the Partnership recorded a realizexid6$0.006 million (2008

- $Nil) relating to its foreign currency derivatieentracts. For the three and nine month periode& September 30, 2009, the
Partnership recorded an unrealized gain of $0.0dlfomand $0.001 million respectively (2008 - $Nihd $Nil respectively)
relating to its foreign currency derivative contsac As at September 30, 2009, the Partnershipehéeted into the following
foreign exchange US dollar forward purchase cotdriecmanage its exposure to upcoming US dollaoa@mated purchases of
products to be resold into the Canadian market.

Notional Average C$/US$
Period Balance $000's Contract Type Settlement Exchange Rate
October 2009 US$391 Deliverable Forward Physical Paseh $1.0970
November 2009 US$705 Deliverable Forward Physicallfage $1.1004
Total US$1,096 $1.0992

Future Income Taxes

On June 22, 2007 the Government of Canada enaaggsldtion imposing additional income taxes upawithrough entities
including public partnerships such as CES, effecfianuary 1, 2011. As of September 30, 2009, énmé&ship estimated that
$8.3 million of net taxable temporary differencedl veverse after January 1, 2011, resulting ir2e2$million future income tax
liability at September 30, 2009. This comparea fature income tax liability of $2.0 million at Bember 31, 2008 resulting in
a future income tax expense of $0.2 million durthg nine months ended September 30, 2009. Thélexamporary
differences relate principally to the projected ess of net book value of goodwill over the projdctemaining tax pools
attributable thereto at January 1, 2011. WhileRhetnership believes it will be subject to tax emthe enacted legislation, the
tax rate on temporary difference reversals aftek02thay change in future periods. The amount améhgj of reversals of
temporary differences will also depend on the Rasinip’s future operating results, financings, asdet acquisitions and
dispositions. At September 30, 2009, the Partigmsintinued to record a valuation allowance prioviswith respect to its US
subsidiary relating to the non-capital tax lossahaks as a result of the uncertainty on the timihgealization of these non-
capital tax loss balances at this early stage efains in the US.
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Net Working Capital

The Partnership’s net working capital at Septen#fr2009 totalled $11.5 million as compared to 81illion at December
31, 2008. The decrease of $4.3 million in net Wwagkcapital is a result of the lower level of adtvat the end of the third
quarter as compared to December 31, 2008 as a ofdalver overall industry activity and the seaality of the Partnership’s
operations.

Total Assets

Total assets of CES declined from $125.3 millioatember 31, 2008 to $94.7 million at Septembe2809. The decline of
$30.6 million or 27.5% is primarily attributable the overall decline in activity and a result ohsenality of the Partnership’s
operations. Notable items relating to the $30.Bioni decline include: (i) decline in accounts reedle of $26.9 million as a
result of collection of outstanding balances andlelooverall activity; (i) $3.2 million reductiomiinventory balances through
usage in operations during the first three quaéthe year and through more diligent managemeéttieoPartnership’s overall
inventory levels; and (iii) the decrease in intéagiassets of $0.8 million which included $0.5 ioill of amortization of
customer relationships and $0.4 million relatinghe return of the Drilling Fluid Technology (refer “Liquidity and Capital
Resources — Unitholders’ Equity” for additionalanfnation).

Long-Term Financial Liabilities

The Partnership had long-term financial liabilitiegalling $2.6 million at September 30, 2009 cormeglato $3.5 million at
December 31, 2008, for a reduction of $0.9 millduring the year to date period. During the threentin period ended
September 30, 2009, long-term scheduled debt repatgntlebt repayments totalling $0.3 million weradenaAt September 30,
2009, long-term financial liabilities was comprisefl vehicle financing loans totalling $1.4 millicand committed facilities
totalling $2.3 million, net of the current portiofilong-term debt of $1.1 million.

Unitholder’'s Equity

Unitholders’ equity declined from $77.0 million Becember 31, 2008 to $72.9 million at September2B09. The change in
unitholder’s equity during the period is primarégtributable to $1.7 million in net earnings by tRartnership, $1.7 million
relating to the issuance of Class A Units of thetriaiship, and $0.6 million in contributed surpks a result of unit-based
compensation. This is offset by total distribuasf $8.0 million made by the Partnership during tine month period ended
September 30, 2009.

Goodwill Impairment

At December 31, 2008, the Partnership completednitsial goodwill impairment test. Management estéd the fair value of
the Partnership’s drilling fluids and environmentaisinesses using a number of industry acceptagatiah methodologies
including discounted future cash flows, comparablustry valuation multiples, recent trading adtivand capital market
pricing of the Partnership’s units. At December 3208, management concluded that the carryingevafugoodwill was less
than the estimated fair value and therefore no atalu in the carrying value was necessary. Theneeship continues to
monitor the carrying value of goodwill. At Septeant80, 2009, management re-reviewed its Decemhe2@®I8 valuation and
assumptions and concluded that the carrying valae still less than the estimated fair value andefioee no reduction in the
carrying value was recognized.

SEGMENTED RESULTS

The Partnership has two primary business segmingDrilling Fluids segment and the Environmentah&es segment. The
Drilling Fluids segment designs and implementslidglfluid systems for the oil and natural gas istiy in the WCSB and the
US, with an emphasis on servicing the ongoing magsource plays including tight gas reservoird,sands and other heavy oil
and bitumen extraction methods, and other horizottidling applications. The Environmental Serndgceegment provides
environmental and drilling fluids waste disposatvgges mostly to oil and gas producers active ia #ihallow natural gas
producing areas of Alberta as well as to Albertalssands. The Environmental Services segmenbisptised of Clear, the
Partnership’s environmental division, which wastaed on June 12, 2008.

Drilling Fluids Segment

For the three months ended September 30, 2009%uevieom the Drilling Fluids segment totalled $1v8lion compared to
$36.6 million for the three months ended Septen30er2008 representing a decrease of $18.7 millidblo2%. Year-to-date,
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revenue from the Drilling Fluids segment totallé&sb® million as compared to $78.9 million last yegpresenting a decline of
$22.9 million on a year-over-year basis.

CES’ estimated market share (refer to “Operatidpalinitions”) in Western Canada increased to 27%tfe three months
ended September 30, 2009 which is up from 23% fier three months ended September 30, 2008. Yedatsy-the
Partnership’s estimated market share in Westerm@aaveraged 23% as compared to 21% during 20885 dperating days
(refer to “Operational Definitions”) in Western Gada were estimated to be 4,924 for the three mperiod ended September
30, 2009, a decrease of 50% from the 9,844 operatatys during the third quarter of 2008. Year-&ed operating days in
Western Canada were estimated to total 13,617 c@uga 22,584 during same period last year, reptagpa decline of 40%.
Overall industry activity dropped approximately 3 from an average rig count in the second quaft@008 of 403 to 176
during the second quarter of 2009 based on CAODlighed monthly data for Western Canada. Yearaie,dthe CAODC
average monthly rig count for Western Canada haeeaged 196 as compared to 357 in 2008 represeatiyegpr-over-year
decline of 45.0%.

For the three months ended September 30, 2009 uevgenerated in the US from drilling fluids reth&ales of products and
services was $0.7 million with an estimated 191rafieg days (refer to “Operational Definitions”) esmpared to revenue of
$1.7 million with an estimated 212 operating daysdame period last year. Year-to-date, revenuergéed in the US totals
$2.9 million as compared to $3.5 million last year.

Gross margin for the Drilling Fluids segment wast$illion or 31.1% for the three months ended 8eiter 30, 2009, which
increased slightly, on a percentage basis, from2h&% gross margin generated in 2008. Year-te;dhe Partnership has
achieved a gross margin of 27.2% compared to 29a83%year. The decrease in margin is primarily tuédower margins
received on revenues generated in the US.

Environmental Services Segment

Revenue from the Environmental Services segment34e3 million for the three month period ended 8epter 30, 2009 as
compared to $4.2 million during last year. Duritg third quarter, gross margin for the Environraésegment was $0.5
million or 39.9% of revenue compared to last yegrsss margin of $1.4 million or 32.7%. Year-tdelaevenue for 2009 has
totalled $6.2 million for the Environmental Serndceegment. Year-to-date revenue for Clear durb@82was $4.8 million,
however, Clear was acquired in June 2008 andftirererior year-to-date figures represent less fban months of operations.
Year-to-date, the gross margin from the Environmlefervices segment has averaged 37.3% for 2008rind> 2009, the
Environmental Services has been negatively impaaseal result of the significant decline in shalloatural gas focused drilling
in the WCSB. The Environmental Services divisias fiocused on expanding its operational base anmgrsiing opportunities
in the oil sands and horizontal drilling.

Drilling Fluids Environmental Services
Three Months Ended Three Months Ended
September 30, September 30,
Segmented Information ($000’s) 2009 2008 2009 2008
Revenue 17,890 36,629 1,329 4,221
Gross margin 5,555 10,807 53 1,381
Net earnings before taxes 709 5,454 7 819
EBITDAC®® 1,914 6,791 90 839
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Driling Fluids Environmental Serviced
Nine Months Ended Nine Months Ended
September 30, September 30,
Segmented Information ($000’s) 2009 2008 2009 2008
Revenue 55,993 78,930 6,158 4,754
Gross margin 15,253 23,139 2,29 1,577
Net earnings before taxes 1,107 9,633 77 933
EBITDAC®® 4,757 13,111 815 956

Notes:

! Refer to the “Non-GAAP Measures” for further detail

2The Environmental Services segment is compriseédeoPartnership's environmental division, Clear Eonmental Solutions, which was
acquired on June 12, 2008 and as such comparatuesss for 2008 represent the shortened period.

% Prior year balances recomputed to conform to cotrgear financial statement presentation.
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QUARTERLY FINANCIAL SUMMARY

Three Months Ended

($000’s, except per unit amounts) Sep 30, 2009 Jun 30, 2009 Mar 31, 2009 Dec 31, 2008
Revenue 19,219 12,634 30,298 41,38
Gross margir! 6,085 3,422 8,045 11,98
Net earnings (loss) 718 (1,214) 2,154 4,71
per unit — basic and dilute® 0.06 (0.11) 0.19 0.42
EBITDAC®® 2,004 (52) 3)62 6,56
per unit — basic and dilute® 0.18 - 30. 0.59
Funds flow from operation@ © 1,922 (101) 3,477 6,33
per unit — basic and dilute® 0.17 (0.01) 0.31 0.57
Distributions declared 2,683 2,647 2,642 2,65
per Class A Unit 0.2376 0.2376 0.2376 0.2376
per Subordinated Class B Unit - - 0.2376 0.2376
Partnership Units Outstandifty
End of period 11,378,055 11,140,301 11,119,801 11,169,80
Weighted average — basic 11,224,912 11,140,301 11,124,245 11,167,79
Weighted average — diluted 11,297,312 11,140,301 11,144,745 11,167,79
Three Months Ended
($000’s, except per unit amounts) Sept 30, 2008 Jun 30, 2008 Mar 31, 2008 Dec 31, 2007
Revenue 40,850 14,560 28,274 18,60
Gross margir! 12,188 3,559 8,969 577
Net earnings (loss) 6,244 (1,055) 5,282 3,29
per unit — basic and dilute® 0.56 (0.11) 0.56 0.35
EBITDAC®® 7,630 157 5,866 3,50
per unit — basic and dilute® 0.68 0.06 0.61 0.37
Funds flow from operation@® 7,518 447 5,717 3,45
per unit — basic and dilute® 0.67 0.05 0.61 0.37
Distributions declared 2,653 2,371 2,229 2,22
per Class A Unit 0.2376 0.2376 0.2376 0.2376
per Subordinated Class B Unit 0.2376 0.2376 0.2376 0.2376
Partnership Units Outstandifty
End of period 11,166,870 11,166,370 9,380,946 9,380,94
Weighted average — basic 11,166,513 9,822,070 9,380,946 9,380,94
Weighted average — diluted 11,230,889 9,822,070 9,382,281 9,380,94

Notes:

!Refer to the “Non-GAAP Measures” for further detail
2Includes Class A Units and Subordinated Class BdJni

% Prior year balances recomputed to conform to cotrgear financial statement presentation.

Seasonality of Operations

The Western Canadian drilling industry is subjecséasonality with activity usually peaking durithg winter months in the
fourth and first quarters of any given calendarryes temperatures rise in the spring, the grotinagvs and becomes unstable
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resulting in government road bans which severedyriat activity in the second quarter until equipté moved for summer
drilling programs in the third quarter. These seas$ trends typically lead to quarterly fluctuasoim operating results and
working capital requirements, which should be coesd in any quarter over quarter analysis of pevémce.

LIQUIDITY AND CAPITAL RESOURCES

The Partnership had net working capital of $11.8ioni at September 30, 2009 compared to $15.8 oniltit December 31,
2008. The decline of $4.3 million was primarilyedto a combination of the seasonality of the Pastrip’'s operations and
overall decline in industry activity levels at Sepiber 30, 2009.

As previously disclosed, during the second quatter,Partnership completed its annual review oéxisting credit facilities.
The Partnership was successfully able to renew, inockase, its overall debt facilities. In linethviprevailing market
conditions, the renewed facilities included slightligher overall borrowing interest rates compatedast year when the
facilities were originally placed. The higher ozkhorrowing rates on these facilities are reflextof tighter overall global
credit market conditions. The covenants, termsl emnditions of the facilities remain substantiadiynilar to the previous
terms.

The Partnership has a revolving demand loan fgoiith a maximum available draw of $30.0 millio.he maximum draw
available under the facility is subject to the wabf certain accounts receivable and inventoryrizaa. As at September 30,
2009, the Partnership had total bank indebtednessndon the facility of $3.0 million compared to2bZ million at December
31, 2008. The maximum available draw on the fgcilvas $12.5 million at September 30, 2009 and dased on the
Partnership’s outstanding accounts receivable anentory balances. The facility bears intereghatbank’s prime rate plus
1.25% and has a standby rate of 0.35% on any uma#idn of the facility.

The Partnership has two committed loan facilities:

1. A $1.6 million non-revolving committed loan facylit As of September 30, 2009, there was $1.6 milbaitstanding
(December 31, 2008 - $1.7 million) on the loan.e Tdan is repayable in fixed monthly principal paynts of $9,725 plus
interest at the bank’s prime rate plus 1.40%. [6ha has an initial term of five years, with thenkaeserving the right to
extend the term by two additional five year periatles discretion.

2. A $0.8 million non-revolving committed loan facjlit As of September 30, 2009, there was $0.7 milbaitstanding
(December 31, 2008 - $0.9 million) on the loan. eTban is repayable over five years in fixed montptincipal
payments of $16,667 plus interest at the bankim@riate of interest plus 1.40%.

The Partnership also has a $2.0 million non-remg\demand loan facility to finance new and exisgpngperty and equipment.
The facility bears interest at the bank’s primearat interest plus 1.40%. Any draws made on thditia are to be repaid in
equal instalments over a period of 48 months piterést at the bank’s prime rate of interest pld®%. As of September 30,
2009, and as of the date of this MD&A, this fagilivas undrawn.

The debt facilities, including the operating lirsee secured by a general security agreement ogeatiirst priority security
interest in all personal property of Canadian Epeégrvices Inc., the general partner of the Pastripr(the “General Partner”),
the Partnership and its subsidiaries, an unlint@gorate guarantee of the indebtedness of thadtahip given by the General
Partner and the Partnership’s subsidiaries, aretradd collateral mortgage on the Partnership’s iEd&tberta property.

These facilities impose the following financial emants on the Partnership:

- The quarterly debt to equity ratio must not exc@esd to 1.00. The ratio of debt to equity is cidted as total
liabilities per the financial statements, less fatincome taxes and net of any cash credit balamteisied by total
unitholders’ equity per the financial statemengsslany intangible assets including goodwill.

The quarterly current assets to current liabilit@so must not be less than 1.25 to 1.00. The @ftcurrent assets to
liabilities is calculated as total current asseds the financial statements divided by currentilités per the financial
statements less current portion of long-term debt.
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The Partnership’s annual debt service coverage matist not be less than 1.25 to 1.00. The debicgecoverage ratio
is calculated as net earnings for the period, leefmterest expense, future income tax expense,basid
compensation, and amortization divided by the s@allénterest and principal payments for the pério

If the Partnership does not meet any one of thegeirements, it is considered to be in defaulhefagreement and is restricted
from making any distributions to unitholders withquior written consent of the lender. As at Segier 30, 2009, and as of the
date of this MD&A, the Partnership was in compliamgth the terms and covenants of its lending agssgs.

Generally, credit and equity markets have contimeeinprove during the third quarter.  Should Bertnership’s lender be
unable to, or choose not to fund, it would impaie Partnership’s ability to operate until altermatsources of financing were
obtained, as access to operating line fundingiieakto the effective execution of the Partnepshbusiness plan. To date, the
Partnership has not experienced any funding issoésr its debt facilities.

The Partnership’s vehicle financing loans are sty each related vehicle and incur interesttasreanging from 0% to 13%
and have remaining terms ranging from October 200Becember 2012. At September 30, 2009, outstgna@ehicle loans
totalled $1.4 million compared to $2.3 million at@mber 31, 2008.

At the time of the release of this MD&A, managemeéntsatisfied that the Partnership has sufficiémaidlity and capital
resources to meet the long-term payment obligatiohsts outstanding loans. The Partnership comtiguassesses its
requirements for capital on an on-going basis, hawnethere can be no guarantee that the Partnevghipot have to obtain
additional capital to finance the expansion plahthe business or to finance future working capitgjuirements. The recent
turmoil in the financial markets has negatively anfed the availability of both credit and equityttie marketplace. Although
financial markets have improved in recent monthghé event that it is required, it may be diffictal issue additional equity or
increase credit capacity and that the cost of @y capital may exceed historical norms and/or irapusre stringent covenants
and/or restrictions. In addition, despite the iayements in crude oil prices, natural gas priaca#tioue to remain relatively
weak resulting in a significant overall reductionaictual and forecasted levels of drilling activiitythe WCSB and the United
States. This in turn has reduced the overall deinfan the Partnership’s products and services, mag continue for the
foreseeable future. As a result, there has begreater emphasis on evaluating credit capacityditc@unterparties, and
liquidity by the Partnership to ensure its abitibybe able to meet its ongoing commitments andyatitins.

Funds Flow from Operations and Distributions
CES calculated distributable funds based on futolg from operations (refer to the “Non-GAAP Meassi)e and the payout
ratio (refer to the “Non-GAAP Measures”) based loa level of distributions declared as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
$000: 2009 2008 2009 2008
Cash flow from operating activities (797) (6,454) 21,480 (1,549)
Change in non-cash operating working caftal 2,719 13,972 (16,182) 15,258
Funds flow from operation@® 1,922 7,518 5,298 13,709
Maintenance capit&? (37) (294) (45) (472)
Distributable fundgb® 1,885 7,224 5,253 13,237
Distributions declared 2,683 2,653 7,972 7,253
Payout ratic®)® 142.3% 36.7% 151.8% 54.8%

Notes:

! Refer to the “Non-GAAP Measures” for further détai

2 See components of change in non-cash operatingigpcapital balances below.

% Prior year balances recomputed to conform to cotrgear financial statement presentation.
“Refer to the “Operational Definitions” for furthadetail.

The changes in non-cash working capital from ojregedctivities were as follows:

17



Canadian Energy Services L.P. 3% Quarter Report

Management Discussion & Analysis
For the Three and Nine Months Ended September(H 2

Three Months Ended Nine Months Ended
September 30, September 30,
$000's 2009 2008 2009 2008
Operating activities
Decrease (increase) in current assets
Accounts receivable (5,965) (25,608) 26,874 (23,524)
Inventory 1,208 (3,943) 3,240 (6,592)
Prepaid expens 48 (76) 75 (230)
Increase (decrease) in current liabilities
Accounts payable and accrued liabilities 1,990 15,655 (14,007) 15,088
(2,719) (13,972) 16,182 (15,258)
Investing activities
Increase (decrease) in current liabilities
Accounts payable and accrued liabilities 32 (6) 144 (162)
32 (6) 144 (162)

Distributable funds were $1.9 million for the threenths ended September 30, 2009 as comparedZarifion for the same
period in 2008. For the nine month period endguteSrber 30, 2009, distributable funds were $5.8anilversus $13.2 million
for the same period in 2008. The year-over-yealimes are representative of the lower overallvégtiduring 2009 as
compared to 2008. During the three months endgde8wer 30, 2009, the Partnership declared montHtyibutions of
$0.0792 per Class A Unit for a total quarterly digttion of $0.2376 per unit.

During the third quarter, the payout ratio (referthhe “Non-GAAP Measures”) was 142.3% compared@d% last year. For
the year-to-date period, the payout ratio has aeetd 51.8% in 2009 as compared to 54.8% in 2008oughout the course of
the year, the actual payout ratio varies with thassnality of the Partnership’s funds flow from @giens. Periods of higher
activity will cause the payout ratio to decreased dikewise, lower activity periods will cause tpayout ratio to increase.
Distributions are funded by cash provided by opega&ctivities. During periods of insufficient daavailability, due to either
the seasonality of the business or changes iretred bf working capital, distributions may be fuddarough the Partnership’s
surplus cash reserves or by accessing the Paripiershedit facility. Since the Partnership’s iptien in 2006, the Partnership
has maintained its distribution at $0.0792 per €RadJnit per month resulting in an inception toelpayout ratio of 83%.

Management and the Board of Directors review thgr@miateness of distributions on a monthly baalsng into account
current and anticipated industry conditions andtigaarly, growth opportunities requiring expansicapital and management’s
forecast of distributable funds.

The following chart summarizes the Partnership&rdiutions in relation to Canadian GAAP performangeasures:
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Three Months Ended Nine Months Ended
September 30, September 30,

$000’s 2009 2008 2009 2008
Cash flow from operating activities (797) (6,454) 21,480 (1,549)
Distributions declared (2,683) (2,653) (7,972) (7,253)
Excess (shortfall) of cash flows from operating (3,480) (9,107) 13,508 (8,802)
activities over distributions declared

Net earnings (loss) 718 6,244 1,658 10,471
Distributions declared (2,683) (2,653) (7,972) (7,253)
Excess (shortfall) of net earnings over (1,965) 3,591 (6,314) 3,218

distributions declared

During 2009, the excess of cash flows from opegatintivities over distributions declared in the enimonth periods ended
September 30, 2009 is primarily a result of a fobysthe Partnership to reduce non-cash workingtabhpotably through
reducing its overall inventory balances and throtighfocused collection of accounts receivablerzda. There was a shortfall
of net earnings over distributions declared forhbitte three and nine month periods ended SepteBihe2009 as a result of
lower overall activities compared to last year.isThas resulted in an increase in unitholder’styqigficit during the period.

Although at this time the Partnership intends tatecme to make cash distributions to unitholdengse distributions are not
guaranteed. In addition, future expansion inveatmand acquisitions may be funded internally bthiaélding a portion of
cash flow in conjunction with, or in replacement,external sources of capital such as debt or gheance of equity. To the
extent that CES withholds cash flow to finance ¢hastivities, the amount of cash distributionsnitholders may be reduced.

Subsequent to September 30, 2009, CES declaredhinalistributions of $0.0792 per Class A Unit toithnlders of record on
October 31, 2009 for the month ended October 30920

Investing Activities

For the nine month period ended September 30, 2&6G% flow from investing activities totalled a kamutflow of $2.3 million
compared to a cash outflow of $12.2 million durthg nine months ended September 30, 2008. Dunmghree months ended
September 30, 2009, net cash outflows from invgséictivities totalled $1.4 million compared to $3rdllion for the three
months ended September 30, 2008. Included inribe year’s balances is the cash portion of Pastmgis acquisition of Clear
Environmental Solutions’ business assets for $1liomand the purchases of truck and field equiptne

During the three months ended September 30, 20@9 Partnership had $1.5 million in capital addisioon property and
equipment as compared to $3.4 million (net of $@ikion financing) for the three months ended Sepier 30, 2008. For the
three months ended September 30, 2009, the Pdrimdrad $0.04 million of additions related to maiménce capital additions
and $1.4 million of additions related to expansaapital additions. Notable additions during theeéhmonth period ended
September 30, 2009 included $0.34 million on cotmubeof construction of the Partnership’s Carly@&askatchewan truck shop
and $0.98 million relating to the purchase of fdurcks and trailers for use in the Partnershipisckmg operations in
Saskatchewan. Details of investment made in ptgped equipment are as follows:
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Three Months Ended Nine Months Ended
September 30, September 30,

$000's 2009 2008 2009 2008

Expansion capital 1,425 3,576 2,876 5,291
Maintenance capital 37 294 44 472
Total investment in property and equipment 1,462 3,870 2,920 5,763
Vehicle financing - (445) (102) (1,252)
Capital expenditures 1,462 3,425 2,818 4,511
Change in non-cash investing working capital (32) 6 (144) 162
Cash wused for investment in property and 1,430 3,431 2,674 4,673

equipment

In general, the long-term capital investments neglifor the Partnership to execute its business @ia not significant, and the
majority of capital expenditures are made at tisergtion of the Partnership based on the timingtaadxpected overall return
on the investment. At the time of the releasehigs MD&A, the total capital expenditures planned fbe remainder of the
current year is approximately $0.6 million.

Financing Activities

For the nine month period ended September 30, 2€@$h flow from financing activities totalled a hasutflow of $19.2
million compared to a cash inflow of $13.7 millidaring the nine months ended September 30, 20@8in@the three months
ended September 30, 2009, cash flow from finanattgities totalled a cash inflow of $0.1 millioompared to a cash inflow
of $9.6 million during the comparative prior yearipd. For the three month period ended Septe®Be2009, the Partnership
repaid $0.3 million of its long-term debt balancesde distributions to unitholders totalling $2.#lion, and drew on its bank
indebtedness credit facility by $3.0 million.

Unitholders’ Equity

During the three month period ended September 309,2223,054 Class A Units were issued pursuaflt8 million of the
earn-out payable in connection with the acquisitbdérthe business assets of Clear Environmentalti®oki Inc. on June 12,
2008. In addition, 14,700 Class A Units were issparsuant to exercises made under the Unit Oftlan and the Distribution
Rights Plan.

As of September 30, 2009, there was a total of BLH5 Class A Units outstanding and nil Subordida€lass B Units
outstanding. As of the date of this MD&A, theraisotal of 11,380,439 Class A Units outstanding aih Subordinated Class B
Units outstanding.

Unit-based Compensation
At September 30, 2009, a total of 1,137,806 ClastJits were reserved for issuance under the UniticDpPlan, the

Distribution Rights Plan, and the Unit Bonus Plamvbich 307,731 Class A Units remained availablegiant.

a) Partnership Unit Option Plan

The Partnership may provide incentives to the eygads, officers, and directors of the General Partaed certain service
providers by issuing options to acquire Class At&Jninder the Partnership’s unit option plan (thenitWption Plan”). At
September 30, 2009, a total of 715,500 (DecembeBa8 - 725,500) Unit Options were outstanding ateighted average
exercise price of $8.71. As at September 30, 20@8al of 519,334 Unit Options were exercisabla ateighted average price
of $9.04. As of the date of this MD&A, there wérE3,500 Unit Options outstanding. There were nd Option grants during
the third quarter.

b) Partnership Distribution Rights Plan

The Partnership’s Distribution Rights Plan providt@sg-term incentive to directors, officers, emmeyg, and service providers
of the Partnership who are providing services t Rlartnership, the General Partner, or their aféi§ through the issuance of
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Distribution Rights which are redeemable for Cla@sdJnits on the basis of distributions paid by thartRership, thereby
reflecting the total returns to holders of Clasbiits. At September 30, 2009, a total of 114,93dc0ember 31, 2008 - 46,812)
Class A Units were accumulated in the DistributiRight accounts of holders of an aggregate of 71bBiBtribution Rights
(December 31, 2008 - 725,500). At the date of MIB&A, there was 120,662 Class A Units accumulaitedhe accounts
Distribution Rights holders. Distribution Rightest and are redeemable as determined by the Bb®&leators at the time of
grant. To the extent a grant of Distribution Rigig associated with a grant of Unit Options, thstiibution Rights will vest
and become redeemable on the same schedule artk textent that the corresponding Unit Option vesid becomes
exercisable.

c) Partnership Unit Bonus Plan

The Partnership’s Unit Bonus Plan is used to pmadiditional compensation, in lieu of cash bonuseshe employees,
officers, and certain service providers of the mRenghip, subsidiaries of the Partnership, or theeGd Partner through the
issuance of up to an aggregate maximum of 125,088s@\ Units. In certain circumstances Class At&¥may be granted and
reserved for issuance subject to the recipienteaain conditions as determined by the Board of @oes of the General
Partner. During the three month period ended Sapte 30, 2009, 20,500 Class A Units which had b@ewiously granted
were issued pursuant to Unit Bonus Plan. As ot&aper 30, 2009, a total of 96,000 Class A Units been issued under the
Unit Bonus Plan. As of September 30, 2009, andfdbe date of this MD&A, there were 29,000 Clas®JAits available for
future grants and nil outstanding Class A Uniteresd for issuance.

Commitments / Contractual Obligations
At September 30, 2009, the Partnership had theviiiig additional commitments not included as liieis on the Partnership’s
balance sheet at September 30, 2009:

2009 - @
$000's Months 2010 2011 2012 2013 2014 Total
Office rent 196 723 727 432 53 - 2,131
Vehicle operating leases 12 31 15 13 - - 71
Total 208 754 742 445 53 - 2,202

As of the date of this document, given its curriméncial position, the Partnership anticipatesvit be able to meet these
commitments as necessary.

The Partnership is involved in litigation and digmiarising in the normal course of operations.nagment is of the opinion
that any potential litigation will not have a madédadverse impact on the Partnership’s financtegijion or results of operations
and, therefore, the commitment table does not dechny commitments for outstanding litigation anteptial claims.

In connection with the acquisition of the businassets of Clear Environmental Solutions Inc. oredl®y 2008, the Partnership
was required to pay consideration pursuant to #r@-eut payment of $2.0 million. The considenatjgpayable under the
agreement was determined by subtracting $2.4 milifom the net income from operations before mamesge bonuses and
investment income of the Partnership attributabléhe business and assets acquired in connectibintivé acquisition for the
twelve month period ending June 30, 2009 and miyitig the result by a four times multiple. On Awsg28, 2009, $1.8 million
of this amount was satisfied through the issuaric228,054 Class A Units of the Partnership. Thereaship has accrued a
liability of $0.2 million relating to the remainingarn-out payable contingent upon the collectiosedécted accounts receivable
balances prior to December 31, 2009. To date,3BOrlillion of the selected outstanding accounteirable balances have
been collected resulting in a confirmed minimumneaut payable of $0.15 million at December 31, 2009he earn-out
payable outstanding at December 31, 2009 will lvbeskein cash.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

CES prepares its consolidated financial statemardgscordance with Canadian GAAP. The policiesiusgthe Partnership for
the three and nine month periods ended Septemh&089 remain consistent with those used for ttee gaded December 31,
2008. Details of the Partnership’s significant@atting policies are found in note three of thetfaship’s audited financial
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statements for the year ended December 31, 2008ereTwere no new accounting policies announcednduttie period
presented which would be expected to materiallyaichphe Partnership’s consolidated financial statam

As a routine element of the financial statemenparation process, management is required to makaates and assumptions
based on information available as at the finansialement date. These estimates and assumptieas thie reported amounts
of assets and liabilities, the possible disclosoirecontingent assets and liabilities at the datehef consolidated financial
statements and the reported amounts of revenuexgethse for the period.

Although estimates and assumptions must be madagdthre financial statement preparation processyais management’s
opinion that none of the estimates or assumptioee vhighly uncertain at the time they were madéie most significant
estimates in CES’ consolidated financial statememtee the impairment of goodwill, the amortizatiohproperty, equipment
and intangible assets, future income taxes, anebaisied compensation.

CHANGES IN ACCOUNTING POLICIES

The corresponding unaudited interim consolidatadrfcial statements have been prepared by manageféet Partnership in
accordance with Canadian generally accepted adoguptinciples (“GAAP”) following the same accoumgi principles and

methods of computation as the Partnership’s auditethcial statements for the period ended Decemdier2008, except as
noted below. These corresponding unaudited intednsolidated financial statements do not inclutidisclosures required for
annual financial statements and should be readomjunction with the most recent audited annual obdated financial

statements and the notes thereto for the year dbdeember 31, 2008.

Goodwill and Intangible Assets

In January 2009, the Partnership adopted CICA HaokltSection 3064, Goodwill and Intangible Asseeplacing Section

3062, Goodwill and Other Intangible Assets and i8ac8450, Research and Development Costs. Vakdbasges have been
made to other sections of the CICA Handbook forsggsiancy purposes. Section 3064 establishes stimita the recognition,

measurement, presentation, and disclosure of gdlosimdsequent to its initial recognition and ofaingible assets by profit-
oriented enterprises. Standards concerning goodweéllunchanged from the standards included in taeiqus Section 3062.
There has been no impact to the Partnership asu#t of the initial adoption of these standards.

Derivative Financial Instruments

Derivative financial instruments are used by thetrfgaship to manage its exposure to market risbaated with currency
fluctuations. The Partnership’s policy is not tdize derivative financial instruments for spedita or trading purposes. These
derivative instruments are classified as heldrfadihg. These derivative instruments are recoedddir values in which the fair
value of the instruments is recorded on the codatdd balance sheet as either an asset or liahility changes in fair value
recognized in the consolidated statement of easnifRealized gains and losses from financial déviea are recognized as they
occur. Unrealized gains and losses are recogimizgte consolidated statement of earnings at eagpective reporting period.
The fair value of these transactions is based uperestimated amounts that would have been paid teceived from counter
parties to settle the transactions outstanding véfarence to the estimated forward prices as efddite of the consolidated
balance sheet.

Future Accounting Pronouncements

Business Combinations

In January 2009, the Accounting Standards Board $®&') issued Section 1582, Business Combinatiohs;hweplaces former
guidance on business combinations. Section 158®leshes principles and requirements of the adipismethod for business
combinations and related disclosures. This stahdpplies prospectively to business combinatiomsafoich the acquisition
date is after the beginning of the first annuabrépg period on or after January 2011 with eardigplication permitted.

Consolidated Financial Statements and Non-Contigllinterests

In January 2009, the AcSB issued Sections 1601sdioiated Financial Statements, and 1602, Non-obiniy Interests, which
replace existing guidance. Section 1601 estaldiskendards for the preparation of consolidateginfiral statements. Section
1602 provides guidance on accounting for a nonrodiimg interest in a subsidiary in consolidatediafncial statements
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subsequent to a business combination. These stEndi® effective on or after the beginning offtre& annual reporting period
beginning after January 2011 with earlier applmatermitted.

Financial Instruments

In June 2009, the AcSB issued amendments to 386ané€ial Instruments - Disclosures. The amendmeniside enhanced
disclosures related to the fair value of finandiagtruments and the liquidity risk associated witlancial instruments. The
amendments will be effective for annual financitatesments for fiscal years ending after SeptembeRPB09. The amendments
are consistent with recent amendments to finanicisfrument disclosure standards in Internationalaf¢ial Reporting
Standards (“IFRS”). The Partnership will includese additional disclosures in its annual constditifinancial statements for
the year ending December 31, 2009.

International Financial Reporting Standards (IFRS)

On February 13, 2008, the AcSB confirmed that ¢iffecfor interim and annual financial statementkter to fiscal years
beginning on or after January 1, 2011, Internatidfiaancial Reporting Standards (IFRS) will replaCanada’s current
Generally Accepted Accounting Principles for allbpcly accountable profit oriented enterprises. eTRartnership has
commenced planning the transition from the curt@ahadian GAAP to IFRS. The project team is ledsbwior finance

representatives to oversee and manage the transi\s necessary, other representatives from ahreas of the organization
will be included as part of the team as well agedl advisors to assist with the project.

The project consists of three phases: initial e&sseat, detailed assessment and design, and impiatioen The first phase will
involve the completion of an initial review of tineajor differences between current Canadian GAAPIRRSE and their impact
to the existing account balances of the Partnershéwelopment of a project timeline, and a reviehlMFERS 1 transition
exemptions. The detailed assessment and desige ptill involve completing a comprehensive analyfishe impact of the
IFRS differences identified in the initial assesameThe implementation phase will involve execgtthe required changes to
business processes, financial systems, accountiiggs, disclosure controls, and internal contmisr financial reporting.

Currently, the Partnership is actively completingage two, the detailed assessment and design plwadds expected to
complete its detailed assessment during the fdisthl quarter. Regular reporting is to be prodide the Partnership’s senior
executive management team and to the Audit Comenitfehe Board of Directors. At this time, the gtigative impact on the

Partnership’s financial statements has not yet lseempleted.

RISKS AND UNCERTAINITIES AND NEW DEVELOPMENTS

The drilling industry is cyclical and the businedsCES is directly affected by fluctuations in tlexel of oil and natural gas
exploration and development activity carried onitsyclients. Drilling activity is seasonal and,timn, is directly affected by a
variety of factors including: weather; oil, natugds, and natural gas liquids prices; access tiataparkets; and government
policies including, but not limited to, royalty, ronmental, and industry regulations. Any proledgr significant decrease in
energy prices, economic activity, or adverse changgovernment regulations could have a significaagative impact on

exploration and development drilling activity in Mo America and in turn demand for the Partnershjpoducts and services.
There was a dramatic reduction in crude oil andnahigas prices during the last half of 2008. WIaitude oil prices have since
recovered and appear to have stabilized , nataslpgices remain relatively weak compared to rebestorical standards and
continue to experience significant volatility. $halong with reduced access to capital, espedatlyunior and intermediate

producers, has resulted in a decline in industiljirdy activity levels in the WCSB and the Unitedags compared to the
previous year. Overall industry activity is expatto remain relatively weak for the rest of th@2@nd through the first half of
2010. This is expected to reduce overall actilgtyels for the Partnership and the resulting céshs achieved over this period
in comparison to previous years.

The oil and natural gas drilling season is affedigdveather. The industry is generally more activéhe WCSB during the
winter months of November through March, as the ement of heavy equipment is easier over the frapeund. Wet
weather, traditionally in the spring and summen bamper the movement of drilling rigs which hadirect impact upon the
Partnership’s ability to generate revenue. Coralgra longer colder winter as well as a dry spramgl summer strengthen
drilling operations and therefore could serve thaate the Partnership’s revenue generation opptesin Mitigation of
weather risk is difficult.
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The ability of the Partnership to sell and expasdservices will also depend upon the ability twaat qualified personnel as
needed. Over the past few years, the demand ibedskilfield employees and drilling fluid techiéns has been high and the
supply has been limited. The unexpected loss efRartnership’s key personnel or the inability étain or recruit skilled
personnel could have an adverse effect on the éahip’s results. CES addresses this risk by:
- attracting well trained and experienced professgna

offering competitive compensation at all levels;

ensuring a safe working environment with clearlfirtesd standards and procedures; and

offering its employees both internal and exterreihing programs.

CES takes its health, safety, and environmentgloresibilities seriously and has instituted standapalicies, and procedures to
address these risks. In addition, the Partnershijmtains insurance policies with respect to iterafions providing coverage of
all of what it considers to be material insuraliéks.

Significant changes in the oil and gas industryjuding economic conditions, environmental regulasiogovernment policy,
and other geopolitical factors may adversely aftéleB’ ability to realize the full value of its aeaus receivable. In addition, a
concentration of credit risk exists in CES’ tradea@unts receivable since they are predominantlif witmpanies operating in
the WCSB, as the growth in the United States mdukst to date, been limited. CES continues torgit¢o mitigate the credit
risk associated with its customer receivables hyopming credit checks as considered necessaryagiag the amount and
timing of exposure to individual customers, reviegiits credit procedures on a regular basis, antewéng and actively
following up on older accounts. CES does not gmdie any significant issues in the collection tsfgustomer receivables at
this time outside of those for which have alreadgbprovided for. However, if low commodity pricasd tight capital markets
prevail, there is a risk of increased bad debts$s ot possible at this time to predict the likebd, or magnitude, of this risk.

The provincial governments of Alberta, British Calbia, Manitoba, and Saskatchewan collect royatiieshe production from
Crown lands. These fiscal royalty regimes areawed and adjusted from time to time by the respeagovernments for
appropriateness and competitiveness. As an exampteng the current year, changes have been awgeduto the royalty
regimes and/or drilling incentive programs in Altseand British Columbia. These recent changesyedisas the potential for
future changes in these and other jurisdictiond, attertainty to the outlook of the oilfield sergcsector.

The turmoil in the financial markets over the pgsar has impacted the availability of both creditl 2quity financing in the

marketplace. Despite recent improvements duriegldkt two quarters, markets remain relativelyttighd the current market
conditions indicate that, in the event that iteguired, it may be difficult to issue additionaluég or increase credit capacity
without significant costs at this time. Should fartnership’s lender be unable to, or choose sméarid, it would impair the

Partnership’s ability to operate, as access toatingy line funds is critical to the effective exéon of the business. The
Partnership has not experienced any funding issodsr its debt facility to date.

Reference should be made to the Partnership’s Ardnt@mation Form dated March 4, 2009 for the pdrended December
31, 2008, and in particular to the heading “Risktbes” for further risks associated with the busgeoperations, and structure
of the Partnership which is available on the Pastmnip's SEDAR profile atvww.sedar.com

OUTLOOK

Although crude oil prices have rebounded off thews in early 2009 and have stabilized during &t two quarters, natural
gas prices continue to remain relatively weak camgao recent years. Overall drilling activitytoth the WCSB and the US
has dropped considerably on a year-over-year laasisdespite improved market share statistics inl@SB, the Partnership
has also experienced a significant decline in dvacdivity levels compared to last year. Indushoyecasts for drilling activity
for the upcoming winter drilling season continuerémain relatively weak compared to recent hisemmg expected to remain
weak during the first half of 2010 in both the WC&Bd the United States. The lower drilling acivias and will continue to
result in a decrease in the Partnership’s ovectiNity levels through the remainder of 2009 an ithe first half of 2010 which
will negatively impact the Partnership’s earnings aesulting cash flows over that term. Low indystctivity levels, weakness
in natural gas prices, uncertainty with global emoic growth, and continuity uncertainty and redueedess to the debt and
equity markets, increases the importance of maiimtgistrong financial flexibility. As a result, @hPartnership intends to
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closely manage its distribution levels and capégbenditures in order to minimize increases in del¢ls and preserve its
balance sheet strength and liquidity position.

Despite the uncertain times facing the North Anwmridrilling market, CES’ exposure the key resoutays and to the
growth in the number of horizontal wells being kel bodes well for the Partnership. These weligire complex drilling
fluids to best manage down hole dynamics, drillinges and costs and our unique products like SedAand
Liquidrill ™/Tarbreak, combined with our concerted focus onviding superior service, positions CES well in this
environment. CES believes that its value propmsiin the horizontal drilling, oil sands drillingnd deeper natural gas
drilling, will continue to position it as the preamn independent drilling fluids provider in the metk

Management believes that CES’ technologies havéagl@pplication and the Partnership will continue pursue
opportunities that align our service offerings wittle needs of our customers. We are confidentailiatechnologies will be
embraced as we build out our operations. In pdaicmanagement believes CES'’s presence in thei®oand Mid-
Continent regions of the US offer significant grbwdpportunities. These markets present us withnpadeincremental
growth and future access into other basins in thié¢eld States, as we see increased potential iMtreellus shale play in
the Northeast US. Our strategy remains to utitise patented and proprietary technologies and Ipestonnel to create
market share in the US market.

The Clear Environmental Solutions and EQUAL Tramsmhbvisions continue to complement CES’ core whdl fluids
business. During 2009, the Environmental Servites been negatively impacted as a result of thafisignt decline in
shallow natural gas focused drilling in the WCSBhe Environmental Services division has focusedegpanding its
operational base and is pursuing opportunitieeéndil sands and horizontal drilling.

In addition, CES will continue to invest in resdam@nd development and technology advancementseirdittling fluids
market. CES will also provide integrated businesstions to drive margins and remain competitmedur customers.

CORPORATE GOVERNANCE

For information regarding the corporate governapekcies and practices of the Partnership and teae@l Partner, the
Reader should refer to CES’ 2008 Annual Report, 'GifBual Information Form dated March 4, 2009 ispect of the year
ended December 31, 2008, and CES’ Information Gircin respect to the June 26, 2009 Annual Genandl Special
Meeting of unitholders each of which are availatriethe Partnership’s SEDAR profile \atvw.sedar.com

ADDITIONAL INFORMATION

Additional information related to the Partnershipncbe found on the System for Electronic Documenalysis and
Retrieval (SEDAR) at www.sedar.com Information is also accessible on the Partnelshigveb site at
www.CanadianEnergyServices.com
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