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Enterprise Group Inc.

BUY

(TSX: E)

Current Price: $0.40
Fair Value: $1.06
A One-Stop Oilfield Site Infrastructure Provider – Initiating Coverage
Risk*: 3
Sector/Industry: Energy/Oil & Gas

Click here for more research on the company and to share your views
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•

Enterprise, formed in 2004, provides specialized equipment and services for
companies operating in the energy, pipeline, and construction sectors. The
company operates in Alberta and B.C.
Revenue primarily comes from renting equipment to oil and gas companies,
including majors such as Suncor (TSX: SU), Chevron (NYSE: CVX), and
ConocoPhillips (NYSE: COP). The company has $41M in equipment and property
assets. Enterprise’ EV (enterprise value) of $31M, implies that its shares are
trading at just 76% of hard assets.
Enterprise owns 2,500+ pieces of equipment, allowing it to offer a wide range of
services. Although the sector is highly competitive, filled with both large and small
players, Enterprise is one of the very few one-stop oilfield site infrastructure
providers.
EBITDA was up 29% in 2021, and 27% YoY in Q1-2022, amid a rebound in market
activities due to stronger oil and gas prices. Despite rising rates and slower GDP
growth forecasts, we have a positive outlook on oil prices as we are expecting
a prolonged period of conflict between the West and East. Russia accounts for
13% of global oil production.
It is estimated that the oil and gas field services market in Canada will grow 15%
this year vs the five-year average of 5% p.a. (Source: IBISWorld).
Earlier this year, the company started offering portable/mobile power using
natural gas, replacing diesel generators, so that clients can realize costs savings
and achieve their Environment, Social, and Governance (ESG) goals. Note that
natural gas is one of the cheapest and cleanest energy sources.
Enterprise is trading at 4.3x EBITDA vs the sector average of 9.2x. Upcoming
catalysts include strong Q2 results, and increased adoption of the company’s
mobile power systems.
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Pro forma Company Data
52-Week Range
Shares O/S
Market Cap.
Current Yield
P/E (forward)
P/B

$0.23 - $0.42
48M
$19M
N/A
N/A
0.6

Risks
•
•
•

The oil/gas field services market is highly dependent on oil and gas prices.
Highly competitive space
As the company uses leverage, a downturn in business activities can negatively
impact its balance sheet.
Key Financial Data ($)
YE Dec 31
Cash
Working Capital
Total Assets
Total Debt
Revenue
Net Income
EPS

$
$
$
$
$
$
$

2021
876,543
4,295,421
51,146,957
12,386,581
18,732,335
(2,375,818)
(0.05)

$
$
$
$
$
$
$

2022E
2,353,289
5,966,806
53,215,893
12,120,810
25,645,760
1,827,253
0.04

$
$
$
$
$
$
$

2023E
4,885,170
8,730,745
55,997,063
10,844,457
28,183,748
3,707,240
0.08

*See last page for important disclosures, rating, and risk definitions. All figures in C$ unless otherwise specified
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Overview
Enterprise provides specialized equipment and services for companies
operating in the energy, pipeline, and construction sectors. The company operates
in Alberta and B.C.

125 employees
across seven offices
in Alberta and B.C.

38% of revenue in
Q1-2022 came from
three undisclosed
tier-one oil and gas
producers

Strong track record
of acquiring and
subsequently
divesting companies
at attractive ROI

Source: Company
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A one-stop oilfield
site infrastructure
provider
Clients use
Enterprises’
equipment primarily
for infrastructure to
support drilling and
completion
operations
Recurring revenue
model as oil and gas
producers undergo
drilling/completions
regularly
Enterprise’s
rental equipment
fleet consists of
2,500+ pieces of
equipment; the
existing fleet can
support annual
revenue of up to
$35M

Enterprise Subsidiaries
Artic Therm
(Acquired in 2012)
Provides flameless heating services
(a safer and cleaner alternative),
primarily for pipeline construction

Hart Oilfield Rentals: AB Focused
(Acquired in January 2014)
Provides oilfield infrastructure site
services and rentals; has 20+ patentpending modular designs

Westar Oilfield Rentals: B.C.
Focused
(Acquired in October 2014)
Provides oilfield infrastructure site
services and rentals

Evolution Power Projects
(Launched in Early 2022)
Provides natural gas based mobile
power systems and associated
surface infrastructure for cost savings
and reduced emissions

Four subsidiaries:
Westar, Hart, and
Evolution are in the
business of leasing
equipment
(accounting for 85%
of revenue), while
Artic Therm offers
heating services
Q1-2022 revenue
came from 50+
clients

Source: Company
Typically generates
$2-$3M in annual
revenue from larger
clients

Evolution Power Projects
Enterprise launched this division earlier this year. According to management, its
systems are currently used by 20+ clients. Evolution Power offers portable/mobile
power systems using natural gas, replacing diesel generators. Natural gas is one
of the cheapest and cleanest energy sources. As the company is primarily targeting
natural gas producers, natural gas can be sourced directly from clients’
operations. Note that 90%+ of sites in Western Canada use diesel generators.
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There are approximately 500+ sites in Western Canada that can potentially use
Enterprise’s systems. Assuming $200k/year of revenue per site, we estimate
that this division is targeting a $100M market.
Benefits of Evolution Power Micro-grid
1. 30% of carbon dioxide, 70%-90% of carbon monoxide, and 99% of sulfur
dioxide emissions are reduced by replacing diesel with natural gas.
2. A single Evolution Power generator can replace up to 15 diesel generators,
eliminating up to 5,000 litres per day of fuel usage. Evolution’s systems have
potential to cut costs by 30%-50%.
3. Natural gas-powered generators generate less noise.
4. Lower carbon emissions enable clients to achieve their ESG goals.
Various Applications for Evolution Power NG Micro Power Grids

Ideal for remote
sites
Wide range of
applications

Source: Company

Competition
The oil and gas equipment services sector is highly competitive, filled with
numerous large and small players. While major oilfield services companies (such
as Schlumberger/NYSE: SLB) offer drilling services, Enterprise and smaller oil field
services companies offer ancillary services. Enterprise is one of the very few onestop oilfield site infrastructure providers.
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Enterprise has
higher gross
margins, and lower
debt to capital
However, shares are
trading 12% below
the EV/R and
EV/EBITDA of
comparables

Source: S&P Capital IQ

Market Outlook
The oilfield services
market in Canada
rebounded in 2021
amid strong oil and
gas prices

Oil and Gas Field Services Market in Canada

The market is
estimated to grow
15% this year (from
$35.2B to $40.4B)
The oil & gas
infrastructure market
in North America
(Enterprise’s target
market) is expected
to grow by 6.5% p.a.
from 2022-2030
(gminsights.com)

Source: ibisworld.com as of June 2022

Oil and gas prices
are expected to
remain well above
historic averages,
implying a positive
outlook for the
oilfield services
sector

Source: Sproule, McDaniel, and GLJ
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The CEO owns
26%, and is the
largest shareholder

Management and Board

Management and
board own 34%
Three out of five
directors are
independent

Source: FRC/Company

Brief biographies of the senior management and board members, as provided by
the company, follow:
Leonard Jaroszuk – Chairman, Chief Executive Officer, and President
Mr. Jaroszuk is the Founder of Enterprise Group. He is also an officer in nine
different companies. He is President and Chief Executive Officer at Bancshares
Capital Corp., President, Chief Executive Officer and Director at Samoth Oilfield,
Inc., President, Chief Executive Officer, CFO and Director at United Global, Inc.,
President & Director at Richfield Explorations, Inc., and President & Director at
West One Ltd. Previously, Mr. Jaroszuk was also a Director at Leis Industries Ltd.,
President, Chief Executive Officer & Director at Select Sands Corp., and a Director
at United Protection Security Group, Inc.
Desmond O’Kell – Vice President, Corporate Secretary, and Director
Desmond O’Kell has been Vice President, Corporate Development of the company
from 2005 to the present. He is also on the board of Samoth Oilfield, Inc. Previously,
he was the President of Rochester Resources Ltd., a gold and silver producing
mining company. He was also the President of Eland Jennings Investor Services,
Inc., President of Rochester Resources Ltd., and Chief Financial Officer, Secretary
and Director at Leis Industries Ltd.
Warren Cabral – Chief Financial Officer
Mr. Cabral previously occupied the positions of Chief Financial Officer of Quest
PharmaTech, Inc., Principal at Alberta Securities Commission, Chief Financial
Officer at Northern Sun Mining Corp., Chief Financial Officer for Alberta Investment
Management Corp. (Private Equity), Chief Financial Officer for Alberta Investment
Management Corp., and Principal at Ernst & Young LLP (Canada). Mr. Cabral is a
graduate from the University of Alberta, a member of the Institute of Chartered
Accountants of Alberta, and an alumnus of Ernst & Young.
John Campbell – Independent Director
Mr. Campbell is a Chartered Accountant and a Chartered Financial Analyst. He
founded Camlin Asset Management, Inc. and TriView Capital Ltd. Mr. Campbell is
also on the board of Catalyst Healthcare Ltd. He previously held the position of
Principal at CWC Capital Ltd., Manager at The Jim Pattison Group, Inc., Manager
of Pemberton Securities, Inc., Money Manager at Camlin Asset Management Ltd.
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And Chief Investment & Compliance Officer at Camlin Asset Management, Inc. (a
subsidiary of Camlin Asset Management Ltd.), Managing Director at Second City
Capital Corp., and Managing Director at Balfour Pacific Capital, Inc. He received
an MBA from Simon Fraser University and an undergraduate degree from the
University of British Columbia.
John Pinsent – Independent Director
John H. C. Pinsent is a Chartered Accountant. In 2004, he became a founding
partner at St. Arnaud Pinsent & Associates following a ten-year career with Ernst
and Young LLP. Mr. Pinsent is also Chief Financial Officer & Director at
SmileSonica, Inc. and Director at Fastrainer LLP. He previously was Chairman at
Hyduke Energy Services, Inc., Chief Financial Officer of Eco-Trade Corp.,
Technology Director & Senior Manager-Assurance at Ernst & Young LLP
(Canada), Senior Manager-Audit at Luscar Ltd., Senior Manager-Audit at Luscar
Coal Income Fund, Senior Manager-Audit at Echo Bay Mines Ltd., Senior
Manager-Audit at IMC Global, Inc., and Chairman of Special Olympics Alberta.
Neil Darling – Independent Director
Mr. Darling is the President and founder of Ramdar Resource Management Ltd.
Since 1988. It is a company specializing in wellsite management, employing
operational engineers, project managers and supervisors. Ramdar provides its
services in Canada and Internationally, operating offshore and onshore well-sites.
Revenue was on a
declining trend from
2014 to 2020 due to
softer oil/gas prices

Financials

2021 revenue was
up 21%, and Q12022 revenue was
up 30% YoY, amid a
rebound in market
activities
The company does
not provide
segmented revenue,
but did indicate to us
that 85% of revenue
comes from its
rental business
Due to seasonality,
Q4 and Q1 are
typically the
strongest quarters
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Gross margins are
well above the
sector average

FCF increased
significantly in Q12022

Healthy balance
sheet; relatively low
debt/capital

Source: Company Filings, FRC

FRC Projections and Valuations
Our DCF valuation
is $1.91 per share
Our models are
based on the
assumption that the
legacy business
(Westar/Hart/Artic
Therm) will grow at
6.5% p.a., which is
in line with the
sector growth
forecast
We are
conservatively
assuming that the
company will be
able to triple its
Evolution Power
business by 2030

Source: FRC
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Enterprise is trading
12% below the EV/R
and EV/EBITDA of
comparables

Source: S&P Capital IQ and FRC

Fair value of $1.06
per share

Valuation Method

Fair Value per
share ($)

DCF Valuation
Fair value per share ($) - Average EV/R Multiple (2022E)
Fair value per share ($) - Ave EV/EBITDA Multiple (2022E)
Fair Value Estimate ($)
Source: FRC

$1.91
$0.42
$0.56

Weight
40.0%
30.0%
30.0%
$1.06

We are initiating coverage with a BUY rating, and a fair value estimate of $1.06
per share (weighted average of our DCF and comparables valuations).
Upcoming catalysts include strong Q2 results, and increased adoption of the
company’s mobile power systems. We note that Enterprise’ historical revenue
(2014-2022) has been strongly correlated to oil prices. During 2014-2022,
Enterprise revenue has increased/decreased by 0.8% for every 1% change in oil
prices.

Risks
We believe the company is exposed to the following key risks (not exhaustive):
Assigning a risk
rating of 3

➢ The oil/gas field services market is highly dependent on oil and gas prices.
➢ Highly competitive space
➢ As the company uses leverage, a downturn in business activities can negatively
impact its balance sheet.
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Appendix

©2022 Fundamental Research Corp.

“19+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”

researchfrc.com

Equity Research
Page 11 of 12

©2022 Fundamental Research Corp.

“19+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”

researchfrc.com

Equity Research
Page 12 of 12
Fundamental Research Corp. Equity Rating Scale:
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk
Hold – Annual expected rate of return is between 5% and 12%
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.
Fundamental Research Corp. Risk Rating Scale:
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry. The
future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is conservative with
little or no debt.
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are relatively less sensitive to
systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash flows (though
current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are sensitive to
economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry averages, and coverage ratios
are sufficient.
4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a turnaround
situation. These companies should be considered speculative.
5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products. Products may
be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues and may rely on external funding. These stocks are
considered highly speculative.
Disclaimers and Disclosure
The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and opinions
based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness. There is no
guarantee that our forecasts will materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares of the subject
company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject company. Fees were
paid by E to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes steps to ensure independence including setting fees in advance
and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct. Additionally, analysts may not trade in any security under
coverage. Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are protected contractually. To further ensure
independence, E has agreed to a minimum coverage term including an initial report and three updates. Coverage cannot be unilaterally terminated. Distribution procedure: our
reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access users through various other channels for a
limited time.
The distribution of FRC’s ratings are as follows: BUY (65%), HOLD (7%), SELL / SUSPEND (28%).
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options.
This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and uncertainties
that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are not limited to, continued
acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; competitive factors; new
product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in the Company's periodic report
filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making these forward-looking statements,
Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or changes after the date of this report. A
report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent updates because the subject company is likely
to be in earlier stages where nothing material may occur quarter to quarter.
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS INFORMATION
AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT ASSUMES FULL RESPONSIBILITY
FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU
INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER
ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT
OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell
any security. It is not intended as being a complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this
report were independently prepared unless otherwise stated and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional
information is available upon request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper
credit, including citing Fundamental Research Corp and/or the analyst, when quoting information from this report.
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity in any
jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction.
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