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March 22, 2023

Investment Analysis for Intelligent Investors
Enterprise Group Inc. BUY
(TSX: E/ OTCQB: ETOLF) Current Price: C$0.39
Fair Value: C$1.02
EBITDA & EPS Blow Past Expectations Risk*: 3
Sector/lndustry: Energy/0|l & Gas Click here for more research on the company and to share your views
Highlights Sid Rajeev, B.Tech, MBA, CFA
> 2022 revenue was up 44% YoY, EBITDA was up 171% YoY, and EPS Head of Research

improved from -$0.05 to $0.05. EPS beat our forecast by 58%, as Alexis Cabel, B.A.Econ

revenue was 2% higher, and gross margins were 2 pp higher (40% Equity Analyst

vs 38%) than we had expected. -
> Q4 revenue was up 52% YoY, as the company was able to secure larger

contracts from tier-one clients. We are expecting a strong Q1-2023. o -

$0.35

Note that Q1 and Q4 are historically stronger quarters due to seasonality.
E has secured multiple new contracts in the past few months. n o
> The company generates revenue from renting equipment to oil and gas oo
companies, and has high-profile clients, such as Suncor (TSX: SU), oo 5
Chevron (NYSE: CVX), ConocoPhillips (NYSE: COP), Tourmaline Oil T
(TSX:TOU), and Cenovus Energy (TSX:CVE).
> As we expected, oil prices have pulled back in the past few months, and E 3% 1%
are down 31% YoY. Despite slower GDP growth, we expect oil prices to TSX 0% 1%
remain well above the historic average, as we are expecting a prolonged
period of conflict between the West and East. Consensus forecasts
indicate potential for 18% upside in oil prices this year. Company Data
> Per Energy Intelligence, oil and gas companies are likely to increase
CAPEX by 12% this year. Several oil and gas majors have announced

Price and Volume (1-year)

52-Week Range C$0.31 — $0.46

Shares O/S 51M
larger CAPEX budgets. For example, Chevron announced a 25% YoY Market Cap. C$20M
increase in spending this year. Current Yield N/A

> Enterprise owns $42M in equipment and property assets. However, P/E (forward) 8.5¢
Enterprise’ EV (enterprise value) is just $34M, implying that shares are P/B 0.6x
trading below hard assets.
> Upcoming catalysts include strong Q1 results, and improved sector
sentiment, driven by increased CAPEX budgets of oil and gas companies.
Key Financial Data ($)
YE Dec 31 2022 2023E 2024E
Cash $1,061,698 $3,198,489 $5,854,755
Working Capital $7,368,583 $9,895,417 $13,176,507
Total Assets $55,371,667 $57,458,313 $60,357,736
Total Debt $14,977,077 $14,371,879 $13,766,681
Revenue $26,892,249 $28,826,470 $31,494,697
Net Income $2,275,495 $2,320,862 $3,034,560
EPS $0.05 $0.05 $0.06

*See last page for important disclosures, rating, and risk definitions. All figures in C$ unless otherwise specified.
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Enterprise has
higher gross
margins, and lower
debt to capital

However,
Enterprise’ EV/R
and EV/EBITDA are
22% lower on
average

2022 revenue was
up 44%, beating our
estimate by 2%

Gross margins
improved YoY, from
27% to 40%, beating
our estimate by 2 pp

G&A expenses were
17% higher than our
estimate

EPS improved from
-$0.05 to $0.05,
beating our estimate
by $0.02

Maintains a healthy
balance sheet

Enterprise vs Larger Players

Enterprise Value (EV)  Share Price (% Change) Operating and Valuation Metrics

6 Mo 1Yr EV/R (f) EV/EBITDA (ff Gross Margin Debt to Capital
FTAl Aviation Ltd. 54,556 56% 12% 4.67 8.54 46% 99%
Precision Drilling Corp. 51,988 -2% -30% 0.98 3.02 31% 48%
Black Diamond Group Ltd $620 47% 19% 177 6.59 43% 48%
Total Energy Senices Inc. 5431 20% 9% 0.50 258 22% 21%
Acrow Formwork and Construction Semvices $273 53% 47% 1.61 563 68% 42%
Vertex Resource Group Ltd $172 9% -34% 0.78 502 23% 66%
Walverine Energy and Infrastructure Inc. 107 36% -53% 1.76 71 31% 76%
High Arctic Energy Senices 555 3% -17% 0.60 9.50 19% 6%
Enterprise Group Inc. $34 3% 1% 147 3.95 40% 43%|
Average 24% 4% 1.54 517 36% 50%

Source: FRC / S&P Capital IQ

Financials

STATEMENT OF OPERATIONS ($)
YE Dec 31 Q3-2021

Q3-2022 Q4-2021 Q4-2022 YoY

Revenue 3,916,527 5,230,675 52% 26,892,249
Gross Profit 827,045 1,500,082  92% 92% . 10,879,928  114%
SG&A Expense 556,082 727275 31% 89% 2834845  34%
EBITDA 296,048 862,807  191% 99% 8,045,083 171%
Net Income (969,494) (B77,679)  -30% 1313% 2,275,495
EPS (0.02) (0.01) 0.05
Margins Q3-2021 Q3-2022 Q4-2021 Q4-2022 2021 2022 Sector
Gross 21% 30% 38% 48% 27% 40% 12%
EBITDA 8% 16% 28% 7% 16% 30% 5%
EBIT -29% 6% 8% 25% -15% 13% 4%
Net -25% -12% 2% 20% -13% 2% 4%
Expenses as of Q3-2021 Q3-2022 Q4-2021 Q4-2022 2021 2022 Sector
SGEA 14% 14% 9% 1% 11% 10% 8%
Summary of Cash Flows ($) 2021 2022
Cash Flows from Operations 3,500,869 5,910,830
Cash Flows from Investing (2,470,535) (4,352,287)
Cash Flows from Financing (937,408) (1,373,388)
Net Change 92,926 185,155
Free Cash Flows 1,030,334 1,558,543
Liquidity and Capital Structure ($)
YE December 31 2021 2022 Sector
Cash 876,543 1,061,698
Working Capital 4,295,421 7,368,583
Current Ratio 250 381 1.20
LT Debt 13,220,200 14,371,879
Total Debt 14,445,343 14,977 077
Total Debt / Capital 045 0.43 57%
LT Debt / Capital 0.41 0.41 33%
# Options Strike Price Value
Total Outstanding 5,100,000 $0.45 $2,295,000

In the Money

Source: FRC / Company
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Oil & Gas Price Outlook
Consensus price WTI Crude (US$/bbl) - LHS
forecasts (near-term &
and long-term) are Natural Gas - AECO (C$/MMbtu) - RHS
well above historic
averages, implying a £120.00 6.00

positive outlook for
the oilfield services
sector

Due to higher
CAPEX budgets of
oil and gas
companies, we are
raising our 2023
revenue forecast

However, we are
lowering our EPS
estimate, due to
higher G&A
expenses

As a result, our DCF
valuation declined
from $1.96 to $1.83
per share

$100.00 5.00
$80.00 4.00
£60.00 3.00
$40.00 2.00
$20.00 1.00

- 0.00
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o2 e b T i o g A s
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L S e e g e e e e - M A P P

e AECO - Natural Gas (C$/MMbtu)

Source: FRC/Sproule/GLJ

—WTI Crude (USS/bbI)

FRC Projections and Valuation

2023E (OIld)  2023E (New) 2024E (Introducing)
Revenue $28,183,748 $28,826,470 $31,494 697
EBITDA $9,018,800 $8,540,694 $9,493.273
Net Income $2 777.078 $2,320,862 $3,034 560
EPS $0.05 $0.05 $0.068
DCF Model 2023E 2024E 2029E 2030E Terminal
EBIT(1-tax) 7,857,439 8,733,811 12,899,219 13,345,352
Non-Cash Expenses 4.746.810 4,984 150 6,361,179 6,679,238
Change in Working Capital (390,043) (624,824) (758,223) (1,472,012)
Cash from Operations 12,214 205 13,093,137 18,502,175 18,552 578
CAPEX (4,042 887) (4,245,031) (5,417,855) (5,688,747)
Free Cash Flow 8,171,319 8,848,106 13,084,320 12,863,831
Present Value 7,263,395 6,991,096 5,736,982 5,013,605 54,358,036
Discount Rate 12 5%
Terminal Growth 3.0%
Present Value 107,004,265
Cash - Debt (13,915,379)
Fair Value 93,088,886
Shares O/S 50,813,874
Value per Share (C$) $1.83
Source: FRC
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. EVI EVI
Comparable Companies Rev EBITDA
Acrow Formwork and Construction Services 1.56 b.47
) Black Diamond Group Ltd 1.73 6.44
Sector nlu/t/p les are Dexterra Group Inc. 0.42 5.06
down 106 since our Ensign Energy Services Inc. (.99 3.54
previous report in :
November 2022 Enterprise Group 1.17 3.95
FTAIl Infrastructure Inc. n/a 8.94
High Arctic Energy Services 0.60 9.60
E is trading at an 8% Precision Drilling Corp. 1.1 3.12
discount (previously ~ 1otal Energy Services Inc. 0.51 263
9%) Vertex Resource Group Ltd 0.71 4.41
Waolverine Energy and Infrastructure Inc. 1.76 714
Oil & Gas Equipment & Services Sector Average 1.50x 8.50x
Average Market Multiples 1.05x 5.48x
Median Market Multiples 1.00x 5.06x Average
Enterprise Group's Premium/(Discount)
Source: FRC / S&P Capital IQ
Our weighted Fair Value per Weight
) share ($)
average valuation
declined from $1.08 DCF Valuation $1.83 40.0%
to $1.02 per share Fair value per share ($) - Average EV/R Multiple (2023E) $0.32 30.0%
Fair value per share ($) - Average EV/EBITDA Multiple (2023E 3065 30.0%
Fair Value Estimate ($) $1.02

We are maintaining
our risk rating of 3
(Average)

Source: FRC

We are maintaining our BUY rating, and adjusting our fair value estimate from
$1.08 to $1.02 per share. Upcoming catalysts include strong Q1 results, and
improved sector sentiment, driven by higher CAPEX budgets of oil and gas

companies.

Risks

We believe the company is exposed to the following key risks (not exhaustive):

» The oil/gas field services market is highly dependent on oil and gas prices

» Operates in a competitive space
» As the company uses leverage, a downturn in business
negatively impact its balance sheet

activities can
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Appendix
STATEMENTS OF OPERATIONS (C: 2021 2022 2023E 2024E
YE December 31
Revenue 18,732,335 26,892 249 28,826,470 31,494 697
Total revenues 18,732,335 26,892 249 28,826,470 31,494,697
Direct expenses 13,645,231 16,012,321 17,295 882 18,896,618
Gross margin 5,087,104 10,879,928 11,530,588 12,597 879
SG&A 2,096 460 2732705 2,882 647 2,991,996
Share-based expenses 25,085 102,140 107,247 112,609
Professional fees - - - -
EBITDA 2,965,559 8,045,083 8,540,694 9,493,273
Depreciation 5,795,696 4 466,080 4 689,384 4923853
Amortization 60,519 54,691 57,426 60,297
D&A 5,856,215 4 520,771 4 746,810 4984150
EBIT (2,890,656) 3,524,312 3,793,884 4,509,123
Net financing expense 1,201,988 1,478,268 1,271,208 1,210,689
EBT (4,092,644) 2,046,044 2,522,676 3,298,435
Income tax expense (42,591) (1,200) 201,814 263,875
Unusual/Non-recurring expense (1,674,235) (228,251)
Net Income (Net Loss) (2,375,818) 2,275,495 2,320,862 3,034,560
EPS (0.05) 0.05 0.05 0.06
BALANCE SHEET (C$)
YE December 31 2021 2022 2023E 2024E
Assets
Cash 876,543 1,061,698 3,198,489 5,854,755
Receivables 5,133,070 7,456,605 7,897,663 8,628,684
Unbilled revenue 581,792 592,954 622,602 653,732
Inventories 296,229 327,160 329,650 360,162
Prepaids and other current assets 265,694 549 873 577,367 606,235
Current Assets 7,153,328 9,988,290 12,625,770 16,103,569
PP&E 40,947 466 41,823,259 41,119,336 40,380,217
Intangible assets 553,031 498,340 498340 498 340
Deferred taxes 2,493,132 3,061,778 3,214,867 3,375,610
Total Assets 51,146,957 55,371,667 57,458,313 60,357,736
Liabilities & Shareholders' Equity
Payables and accrued liabilities 1,632,764 2,014,509 2125155 2,321,863
Borrowings 1,225,143 605,198 605,198 605,198
Current Liabilities 2,857,907 2,619,707 2,730,353 2,927,061
Borrowings 11,161,438 12,712,083 12,106,885 11,501,687
Lease Liabilities 353,776 532,270 532,270 532,270
Mortgages 2,058,762 1,659,796 1,659,796 1,659,796
Deferred taxes 2,493 132 3,061,778 3,214,867 3,375,610
Total Liabilities 18,925,015 20,585,634 20,244171 19,996,425
Equity 68,172,183 67,002,456 67,002,456 67,002,456
Contributed Surplus 17,178,348 18,636,671 18,743,918 18,856,527
Deficit (53,128,589)  (50,853,094)  (48,532232)  (45497672)
Total Liabilities and SE 51,146,957 55,371,667 57,458,313 60,357,736
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STATEMENTS OF CASH FLOWS (C$) 2021 2022 2023E 2024E
YE December 31

Operating Activities

Net loss for the period (2,375,818) 2,275,495 2,320,862 3,034,560
Items not involving cash

D&A 5,856,215 4,520,771 4,746,810 4,984 150
Other non-cash adjustments 1,351,384 1,280,486

Share-based compensation 25085 102,140 107,247 112,609
FFO 4,856,866 8,178,892 7,174,919 8,131,319
Prepaid expense (352,189) (284 ,179) (27 494) (28,868)
Inventory (84,373) (30,931) (2,490) (30,213)
Receivables (1,188 478) (2,323,535) (441,058) (731,021)
Accounts payable and accrued liabilities 373,931 381,745 110,646 196,708
Others (104,888) (11,162) (29,648) (31,130)
Changes in WC (1,355,997) (2,268 062) (390,043) (624 824)
Cash from (used in) Operations 3,500,869 5,910,830 6,784,876 7,506,495
Financing activities

Equity (434,053) 186,456

Debt 337,537 (666,987) (605,198) (605,198)
Due to related parties

Lease (840,892) (892,857) - -
Other

Cash provided by Financing Activities (937,408) (1,373,388) (605,198) (605,198)
Investing activities

PP&E (3,845 497) (5,569,011) (4,042,887) (4,245,031)
Others 1,374 962 1,216,724 - -
Cash used in Investing Activities (2,470,535) (4,352,287) (4,042,887) (4,245,031)
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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 four 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 (4%), SELL / SUSPEND (31%).
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. Itis 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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