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Attracts Bought-Deal Financing to Fund Growth CAPEX | Risk*:3
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Highlights
Sid Rajeev, B.Tech, MBA, CFA
Head of Research

> Eisup 118% YoY, making it one of the best performing stocks
on our list of oilfield services companies. _

> In 2023, EBITDA was up 61% YoY, missing our estimate by just
1%. Revenue was up 25% YoY, missing our estimate by 7% due to
project delays caused by forest fires, and unusually warm weather
in Q4. We anticipate that some of these projects will be rescheduled
to H1-2024 and therefore, revenue from these projects has been
deferred rather than lost.

» Gross and EBITDA margins exceeded our estimates by 1 pp, and
3 pp, respectively.

» Revenue growth came from new contracts with tier-one clients. Per
consensus estimates, growth in North American oil and gas CAPEX E 9% 118%
will ease to 2.2% in 2024, down from 19% in 2023. o o e

> Recently closed a $7M bought-deal equity financing to expand
its rental equipment fleet, signaling management's expectation of
continued revenue growth in 2024.

> Upcoming catalysts include Q1 results, and revenue growth

.......

.......

Company Data

52-Week Range $0.37 — $0.93

. . . Shares O/S 58M
stemming from the deployment of newly acquired equipment. Note Market Cap. C$48M
that Q1 and Q4 are historically stronger quarters due to seasonality. Current Yield N/A

P/E (forward) 7.2x
P/B 1.0x

Key Financial Data ($)

YE Dec 31 2023 2024E 2025E
Cash $3,786,383 $6,734,246 $13,268,994
Working Capital $9,160,716 $12,444,909 $19,332,804
Total Assets $72,806,744 $82,192,708 $89,367,932
Total Debt $22,690,426 $18,690,426 $18,690,426
Revenue $33,500,501 $37,702,696 $39,940,945
Net Income $6,169,904 $6,249,823 $6,466,428
EPS $0.12 $0.12 $0.11

*See last page for important disclosures, rating, and risk definitions. All figures in C$ unless otherwise specified.
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Eisup 118% YoY,
and is one of the
best performing
stocks on our list of
oilfield services
companies

E has higher
margins than sector
averages

2023 revenue was
up 25% Yoy,
missing our estimate
by 7% due to forest
fires in Alberta and
B.C., as well as
project delays
caused by warm
weather in Q4

EBITDA margins
exceeded our
estimate by 3 pp,
primarily driven by
lower G&A
expenses

EBITDA was up
61%, missing our
estimate by 1%

EPS (adjusted) was
up 140% Yoy,
missing our estimate
by 5%

Enterprise vs Larger Players

Enterprise

Value (EV, C$M)

FTAI Aviation Ltd.

Precision Drilling Corp.
Black Diamond Group Ltd
Total Energy Senvices Inc.
Acrow Limited

Vertex Resource Group Ltd
Waolverine Energy and Infrastructure Inc.
Enterprise Group Inc.
Cleantek Industries

High Arctic Energy Semvices
Average

$11,133
$2,155
$736
$472
$405
$177
588
$60

16
510

Share Price

(% Change)

1¥r EVIR (f) EV/EBITDA (f) Gross Margin Debt to Capital
127% 6.15 11.78 48% 94%
5% 1.07 376 38% 39%
3% 1.87 6.69 44% 42%
8% 0.53 2.89 23% 18%
53% 1.99 5.96 5% 45%
-14% 0.71 4.57 25% 66%
nfa 1.54 n/a 33% 90%
118% 1.61 4.34 46% 56%
-14% 1.10 n/a 62% 86%
-28% 018 3.95 32% 5%
32% 1.34 5.40 43%h 55%

Operating and Valuation Metrics

Financials
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Source: FRC / S&P Capital IQ

Revenue ($M)

2018

STATEMENT OF OPERATIONS ($)

YE: Dec 31st 2019
Revenue 19,521,797
Gross Profit 5,044 970
SG&A Expense 2,565 241
EBITDA 2,479,729
Net Income (5,035,705)
EPS (0.09)

15,520,105
5,194,826
1,430,158
3,764,668

(5,033,709)

(0.10)
Source

2019 2020

2021

18,732,335 26,892,249
5087,104 10,879,928
2,121,545 2,834,845
2,965,559 8,045,083

(2,375,818) 2,275,495
(0.05) 0.05
:FRC / Company

2022

33,500,501

15,501,969
2 567 361
12,934,608
6,169,904
0.12

2023

171%
168%
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E’s margins
remained well above
sector averages

CAPEX increased
171% YoY to $15M,
driven by
heightened client
demand
necessitating new
equipment
purchases

As a result, FCF
declined, and debt
to capital increased
4 pp to 47%

Can raise up to
$2.27M from in-the-
money options

Gross

EBITDA 13% 24% 16% 30%

EBIT
Net

-17% -15% -15% 13% 17%

Expenses as % of Revenue

SG&A 1%
*Sector: Oil & Gas Machinery Rental and Leasing

5%

Summary of Cash Flows ($) 2019 2020 2021 2022 2023
Cash Flows from Operations 3,609,571 3,983,730 3,500,869 5,910,830 13,530,272
Cash Flows from Investing (4,447 430) (1,254,111) (2,470,535)  (4,352,287) (14,287,297)
Cash Flows from Financing 936,998  (2,915,053) (937,408)  (1,373,388) 3,481,710
Net Change 99,139 (185,434) 92,926 185,155 2724685
Free Cash Flows (1,835,027) 2,571,562 1,030,334 1,558,543 (757,025)

Liquidity and Capital Structure ($)

YE December 31

Cash 969,051 783617 876,543 1,061,698 3,786,383
Working Capital (4,978,970) 2,749,004 4,295 421 7,368,583 9,160,716
Current Ratio 0.59 2.06 2.50 3.81 348 1.10
LT Debt - 11,564,103 13220200 14371879 21,338,148
Total Debt 10,123,063  12,886740 14445343 14977077 22,600,426
Total Debt / Capital 0.25 0.37 0.45 43% 56% 35%
LT Debt/ Capital . 033 0.41 41% 52% 7%

*As a result of the recent equity financing, debt/capital decreased to 47%.

Strike Price

# Options

Value Warrants Strike Price
$0.45 $2,272,500 4,117,175 $0.95 $3,911,316
50.45 $2.272 500 - - -
Source: FRC / Company

Total Qutstanding 5,050,000

In the Money 5.050.000
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Oil & Gas Price Outlook
WTI Crude (US$/bbl) - LHS
&
Natural Gas - AECO (C$/MMbtu) - RHS
$120.00 6.00
Consensus price
forecasts (near and 5100.00 5.00
long-term) are Wg/l 580,00 2.00
above historic
averages, implying a $60.00 300
positive outlook for
the oilfield services $40.00 2.00
sector I I
$20.00 I 1.00
- 0.00
R e R LR U g Al SR
B AECO - Natural Gas (C5/ MM btu) W TI Crude (USS/bbl)
E's revenue Source: FRC/Sproule/GLJ
generally tracks
changes in oil and
gas prices, and E's Revenue Growth vs Changesin Oil & NG Prices, and U.5. CAPEX
sector CAPEX
g 150.0%
spending
Historically, a 1%
increase in oiland ~ 100.0%
gas prices, and
CAPEX spending,
has ledto a 2.5% S0.0%
increase in E's
revenue

Conversely, a 1%
decrease in these
factors has resulted
in a 1.3% decline in
E’s revenue

Based on
consensus CAPEX
spending, and
oil/gas prices
forecasts, we
anticipate 5%
organic revenue
growth in 2024

-50.0%

-100.0%

=—E-Revenue Growth

NG w5, CAPEX

Source: FRC/Various

= Ol
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We are not making
any material
changes to our near-
term forecasts

However, we are
raising our long-term
revenue/EPS
forecasts to account
for growth attributed
to increased CAPEX

As a result, our DCF
valuation increased
from $1.98 to
$2.08/share

E’s EV/EBITDA
(forward) is 4.3x vs
the sector average
of 5.4x, reflecting a

20% discount

E’s EV/revenue
(forward) is 1.6x vs
the sector average
of 1.3x, reflecting a

20% premium

Given E's higher
margins compared
fo sector averages,

we believe E
warrants a premium

Page 5 of 9
FRC Projections and Valuation
2024E (Old) 2024E (New) 2025E (Introducing)
Revenue $38,032,950  $37,702,696 $39,940 945
EBITDA $13,267,172  $13,958,189 $14790,282
Net Income $6,094,348 $6,249,823 $6,466,428
ERPS5 $0.12 $0.12 $0.11
DCF Model 2024E 2025E 2029E 2030E Terminal
EBIT(1-tax) 11,445715 12,128,031 14,896,504 15,695,621
Non-Cash Expenses 5,122,062 5,987,551 7,277,905 7,641,801
Change in Working Capital (336,331) (353,147) (429,252) (450,715)
Cash from Operations 16,231,447 17,762,435 21,745 157 22,886,706
CAPEX (11,106,528) (6,151,711) (6,029,784) (5,904,972)
Free Cash Flow 5124918 11,610,724 15,715,373 16,981,734
Present Value 4,645,793 9,365,773 7,905,602 7,593,461 82,329,109
Discount Rate 12 5%
Terminal Growth 3.0%
Present Value 137,497 648
Cash - Debt (12,254,043)
Fair Value 125,243 605
Shares OIS 60,341,272

Value per Share (C$) $2.08

Source: FRC

Comparables

FTAI Aviation Ltd.

Precision Drilling Corp.

Black Diamond Group Ltd

Total Energy Senvices Inc.

Acrow Limited

Vertex Resource Group Ltd

Wolverine Energy and Infrastructure Inc.
Enterprise Group Inc.

Cleantek Industries

High Arctic Energy Semnices

0Oil & Gas Machinery Rental & Leasing

Average

Enterprise Group's Premium/(Discount)

Source: FRC / S&P Capital IQ

EV/ EV/
Rev (forward) EBITDA (forward)
6.15 11.78
1.07 3.76
1.87 6.69
0.53 2.89
1.99 5.96
0.71 4487
1.54 n/a
1.61 434
1.10 n/a
0.18 3.95
1.60x 4.70x
1.34x 5.40x Average

-20% 0%
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Valuation Method Fair Value per Weight
share (%)
avergg“ef welahledDCF Valuation $2.08 33.3%
increased from Fair Value/Share @ Sector Average EV/IR $0.72 33.3%
$1.26 to $1.33/share  Fair Value/Share @ Sector Average EV/IEBITDA $1.19 33.3%
Fair Value Estimate ($) $1.33

Source: FRC

We are maintaining our BUY rating, and raising our fair value estimate from
$1.26 to $1.33/share. Upcoming catalysts include Q1 results, and revenue growth
stemming from the deployment of newly acquired equipment.

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

We are maintaining 5 The oil/gas field services market is highly dependent on oil and gas prices
our risk rating of 3

e » Operates in a competitive space _ _ .
» As the company uses leverage, a downturn in business activities can
negatively impact its balance sheet
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Appendix

STATEMENTS OF OPERATIONS (C$) 2022 2023 2024E 2025E

YE December 31

Revenue 26,892 249 33,500,501 37.702,696 39,940,045

Total revenues 26,892,249 33,500,501 37,702,696 39,940,945

Direct expenses 16,012,321 17,998 532 20,736,483 21,967,520

Gross Profit 10,879,928 15,501,969 16,966,213 17,973,425

SG&A 2,732,705 2,216,089 2,639,189 2,795,666

Share-based expenses 102,140 351,272 368,636 387 277

Professional fees - - - -

EBITDA 8,045,083 12,934,608 13,958,189 14,790,282

D&A 4520771 5,005,936 5,122,062 5,987 551

EBIT 3,524,312 7,928,672 8,836,127 8,802,731

Net financing expense 1,478,268 1,812,251 2,586,303 2,336,303

Other Income

EBT 2,046,044 6,016,421 6,249,823 6,466,428

Income tax expense (1,200)

Unusual/Non-recurring expense (228,251) (153,483)

Net Income (Net Loss) 2,275,495 6,169,904 6,249,823 6,466,428

EPS 0.05 012 0.12 0.11
BALANCE SHEET (C$)
YE December 31 2022 2023 2024E 2025E
Assets
Cash 1,061,698 3,786,383 6,734,246 13,268,994
Receivables 7,456,605 6,717,934 7,053,831 7,406,522
Unbilled revenue 592 954 742 166 779274 818,238
Inventories 327,160 286,604 300,987 316,036
Prepaids and other current assets 549873 1,325 948 1,392 245 1,461,858
Current Assets 9,988,290 12,859,085 16,260,583 23,271,648
PP&E 41,823,259 55,532 641 61,517 107 61,681,267
Intangible assets 498 340 448 017 448 017 448 017
Deferred taxes 3,061,778 3,967,001 3,967,001 3,967,001
Total Assets 55,371,667 72,806,744 82,192,708 89,367,932
Liabilities & Shareholders' Equity
Payables and accrued liabilities 2,014 509 2,346,091 2,463,396 2,586,565
Borrowings 605,198 1,352 278 1,352.278 1,352 278
Current Liabilities 2,619,707 3,698,369 3,815,674 3,938,843
Borrowings 12,712,083 17,649,700 13,649,700 13,649,700
Lease Liabilities 532270 3,008,102 3,008,102 3,008,102
Mortgages 1,659,796 3,688,448 3,688,448 3,688,448
Deferred taxes 3,061,778 3,967,001 3,967,001 4 165,351
Total Liabilities 20,585,634 32,011,620 28,128,925 28,450,444
Equity 67,002,456 65,320,978 71,970,978 71,970,978
Contributed Surplus 18,636,671 20,157,336 20,526,172 20,913,449
Deficit (50,853,094) (44,683,190) (38,433,367) (31,966,939)
Total Liabilities and SE 55,371,667 72,806,744 82,192,708 89,367,932
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ISC-I:]‘TEMENTS APt (sl 2022 2023 2024E 2025E
YE December 31
Operating Activities
Net loss for the period 2,275,495 6,169,904 6,249,823 6,466,428
Items not involving cash
D&A 4 520,771 5,005,936 5,122,062 5,987,551
Other non-cash adjustments 1,280,486 1,817,689
Share-based compensation 102,140 351,272 366,836 387277
FFO 8,178,892 13,344,801 11,740,721 12,841,256
Prepaid expense (284,179) (776,075) (66,297) (69,612)
Inventory (30,931) 40,506 (14,333) (15,049)
Receivables (2,323,535) 738,671 (335,897) (352,692)
AP 381,745 331,581 117,305 123,170
Others (11,162) (149,212) (37,108) (38,964)
Changes in WC (2,268,062) 185471 (336,331) (353,147)
Cash from (used in) Operations 5,910,830 13,530,272 11,404,391 12,488,109
Financing activities
Equity 186,456 (512,085) 6,650,000
Debt (666,987) 5,144 821 (4,000,000) -
Lease (892,857) (1,151,026) - -
Cash From Financing Activities (1,373,388) 3,481,710 2,650,000 -
Investing activities
PP&E (5,569,011) (15,110,693) (11,106,528) (6,151,711)
Others 1,216,724 823,396 - 198,350
Cash From Investing Activities (4,352,287) (14,287,297) (11,106,528) (5,953,361)
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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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