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Item 2.06. Material Impairments.

On December 15, 2010, the Board of Directors of Allis-Chalmers Energy Inc. (the “Company”), after consultation with
management, concluded that it will be required to record in its financial statements a non-cash asset impairment
charge of approximately $10.6 million in the fourth quarter of 2010. The impairment charge results from the
Company's sale of two land drilling rigs originally purchased in 2009. Both rigs encountered design or engineering
problems and were sold back to the original manufacturer. The impairment charge includes the write-off of certain
other assets that were acquired in connection with the start-up of operations for the two rigs. The proceeds from the
sale will be used to pay down $21.1 million of debt related to the purchase of the rigs and $3.9 million will be used for
working capital purposes.
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