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Enterprise Group: Initiating Coverage
 

RECOMMENDATION

We are initiating coverage on Enterprise Group, Inc. (E-TSX) with a $3.75/share target price, and

Outperform rating. While Enterprise has four businesses, there is only one that we think really

matters, and that’s Evolution Power; it is the fastest growing and highest return segment with

the largest addressable market and that’s where we think most of the incremental value for

public equity investors will accrue in the future. In our view, implied market expectations are too

conservative, and underestimate potential for value creation.

ANALYSIS

In our base case, we see Evolution delivering a 5-Yr CAGR in revenue and Adj. EBITDA of

~22% and ~27%, respectively — Evolution’s value proposition is hard to overlook, centered

around >50% fuel cost reduction for customers and significant emission reductions. Customer

appetite is clearly there, and demand appears to be outpacing supply. Unit economics are also

very attractive; we estimate that incremental ROIC is +20%. Finally, we estimate Evolution is only

penetrating ~8% of our core total addressable market. Our base case assumes that Evolution

penetrates ~30% of their core addressable market (low end of range for dominant businesses in

other oilfield service vertices), and assign zero credit for success outside those core markets.

Being a first mover has advantages — Evolution is largely competing with legacy solutions

(diesel generators), and was able to negotiate a long-term exclusivity agreement with their

supplier for what we view as best-in-class natural gas turbine equipment. Enterprise also signs

multi-year MSAs to lock up demand. Even if new competition enters the space, we think Evolution

is starting the race with a commanding lead, and historically, the dominant incumbent in other

oilfield service verticals is rarely unseated.

Strong balance sheet — Following the equity raise in 4Q24, we expect Enterprise to end 2024 in

a net cash position. Even with the growth laid out in our base case, we have Enterprise growing

cash through our forecast period; distributable cash flow conversion from Adj. EBITDA is high

(+60%), and consistently outpaces capex through our forecast period. That growing cash balance

has optionality: it can be deployed to accelerate growth beyond our base case; could be deployed

to vertically integrate via M&A; or get returned to shareholders via buybacks/dividends. In our

view, the stock doesn’t reflect any credit for this option value.

Attractive valuation — Our model suggests there is 56% upside to the current share price in our

base case (119% upside in our bull case). The market appears to only be pricing in ~25% of our

base case growth, which only represents value for the existing business plus 14 incremental units

already ordered (delivered through 2025). Additionally, Enterprise is trading at a distributable

cash flow yield of ~11/14% on our 2025/2026E, respectively. This strikes us as attractive given the

high reinvestment rate potential, great incremental ROIC, and strong balance sheet.

VALUATION

We derive our $3.75/share target price using a 5Y discounted cash flow (DCF) model. See our

Valuation and Recommendation section for more details.
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MARKET DATA

Current Price (Feb-3-25) C$2.40

Market Cap (mln) C$183

Current Net Debt (mln) C$(9)

Enterprise Value (mln) C$174

Shares Outstanding (mln) 76.3

30-Day Avg. Daily Value (mln) C$0.9

Dividend C$0.00

Dividend Yield 0.0%

52-Week Range C$0.80 - C$2.69
 

KEY FINANCIAL METRICS

  1Q 2Q 3Q 4Q

Adj. EBITDA (mln) (C$, Dec FY)

2023A 4 1 3 4

2024E 6 A 3 A 2 A 6

2025E 7 4 7 8

2026E 9 5 10 10

2023A  2024E  2025E  2026E 

Adj. EBITDA (mln) (C$, Dec FY)

13 17 27 34

Revenue (mln) (C$, Dec FY)

34 39 58 71

Adj. EBITDA Margin (Dec FY)

39.7% 42.7% 46.7% 48.4%

EPS (C$, Dec FY)

0.12 0.10 0.14 0.19

Capex (mln) (C$, Dec FY)

15 16 25 23

Net Debt/EBITDA (Dec FY)

1.6x (0.5)x (0.2)x (0.3)x

EV/EBITDA (Dec FY)

3.0x 6.3x 6.6x 5.1x
 

Source: FactSet OnDemand, Raymond James Ltd.
Quarterly figures may not add to full year due to
rounding.
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CANADA RESEARCH ENTERPRISE GROUP, INC.
 

COMPANY OVERVIEW

Enterprise Group is currently organized around four business units: Hart Oilfield Rentals, Westar Oilfield Rentals, Artic Therm International, and

Evolution Power. The first three business units in that list fall in the camp of traditional oilfield rentals like diesel generators, light towers, medic

trailers, well-site trailers, combo trucks, flameless heaters, and so on. Given the cyclicality, high capital requirements, and lower returns, it’s hard

to get excited about that space. What really gets us excited is Evolution Power Projects (Evolution), which is a relatively new business unit (formed

in 2022) that provides mobile natural gas power solutions and associated surface infrastructure to customers across Western Canada. Evolution

is the fastest growing and highest return segment with the largest addressable market, and that’s where we think most of the incremental value

for public equity investors will accrue in the future.

Enterprise doesn’t explicitly break out revenue contributions by segment, but we have enough data to make an educated guess between Evolution

and the rest of the business. Exhibit 1 shows our educated guess historically alongside our forecast period. Revenue has already increased by

+100% from 2021 to 2024E, with the majority of that top line growth coming from Evolution, and we expect that to continue.

Exhibit 1: Evolution Segment Revenue vs. Legacy Business
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Source: Enterprise Group, Inc., Raymond James Ltd.

Revenue growth is one thing, but the other nuance here is that Evolution has much higher margins than the legacy segments. Again, the company

doesn’t explicitly break out segment data across their portfolio, but our educated guess is that Evolution has gross margins in the ~60-65% range

vs. the legacy business more likely in the ~35-40% range. Based on this, Exhibit 2 shows that Enterprise’s total Adj. EBITDA margin increased from

~16% in 2021 to +40% in 2024E. This combination of revenue growth and margin expansion is primarily driven by Evolution and has resulted in

a nearly 5.0x increase in Adj. EBITDA from 2021 to 2024E.

Exhibit 2: Segment Gross Margin, Adj. EBITDA, and Adj. EBITDA Margins
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Source: Enterprise Group Inc., Raymond James Ltd.

We think it’s clear that Evolution is the big thing that matters. As such, we’ll spend the bulk of our attention through the rest of this report explaining

that business and the opportunity for continued growth. For those interested, a brief history and overview of the other segments can be found

in Appendix 6.
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CANADA RESEARCH ENTERPRISE GROUP, INC.
 

EVOLUTION POWER PROJECTS

What does this business do?

Evolution owns and rents natural gas powered turbines and associated micro-grid transmission infrastructure for remote job sites where grid

connectivity has historically been a challenge. To-date, this infrastructure has primarily been deployed to power remote sites in the resource sector

(specifically oil and gas) in Alberta and British Columbia — it’s this core market that we’ll largely focus on throughout this report. Exhibit 3 shows

the 333 kW unit most commonly deployed in the field (Exhibit 4 shows example project sites), and it’s these units that customers like Canadian

Natural Resources, Tourmaline, Cenovus, Petronas, Conoco, Chevron, Shell and many others rent from Evolution under a day rate structure. While

revenue is still very much generated on a pay-for-use basis (the day rate model), most customers sign multi-year Master Service Agreements (MSAs)

that generally secure demand from that customer for longer duration than other oilfield services like drilling and completions.

Exhibit 3: 333 kW Micro Natural Gas Turbine Unit

Source: Enterprise Group, Inc.

Exhibit 4: Evolution Deployment Examples

Source: Enterprise Group, Inc.
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CANADA RESEARCH ENTERPRISE GROUP, INC.
 

The Evolution Value Proposition

The default power supply option for many remote sites has been diesel-powered generators, and that’s especially true for the energy industry in

Western Canada. In our view, Evolution’s natural gas powered turbines are clearly superior substitutes, and they add value in two ways: first, they

significantly reduce customer fuel costs given the relative price of diesel and natural gas; and second, they significantly reduce both greenhouse

gas (GHG) and other pollutants. Exhibit 5 summarizes the cost and emissions intensity advantages of using Evolution’s standard 333 kW natural

gas turbine over a comparable 350 kW diesel generator.

Exhibit 5: Fuel Consumption/Cost Comparison; Diesel vs. Natural Gas

350 kW Diesel Generator 333 kW Gas Turbine 333 kW Gas Turbine Pollutant 350 kW Diesel Generator 333 kW Gas Turbine Reduction

CNG Wellhead gas Emission Rate (kg/d) Emission Rate (kg/d)

Volume 2,400 litres/day 74.7 mcf/d 74.7 mcf/d PM2.5 9.59 0.34 -96.5%

Price $1.60/litre $21.00/mcf $0.00/mcf PM10 9.59 0.34 -96.5%

Fuel Cost per Day $3,840 $1,569 $0 SOX 8.93 0.00 -100.0%

Fuel Cost per 90 Day Job $345,600 $141,183 $0 NOX 135.11 16.53 -87.8%

Fuel Cost per Year $1,401,600 $572,576 $0 VOC 10.96 0.11 -99.0%

Savings Relative to Diesel -59% -100% CO 29.11 0.04 -99.9%

Source: Enterprise Group, Inc., Raymond James Ltd.

While reduction in emission intensity is important, it’s our view that the single largest piece of the value proposition is the fuel cost savings evident

above. These Evolution units can frequently use wellhead gas on site, which virtually eliminates the fuel component of opex for their customers

(even if we assume some foregone $1.00-2.00/mcf netbacks, it would still be a +95% reduction in fuel cost). Even in instances where relatively

expensive compressed natural gas (CNG) is required we note the fuel cost savings are still upwards of 50%.

Beyond this, there appear to be plenty of other benefits from switching to natural gas turbines and Evolution’s micro-grids:

● Maintenance Frequency: diesel generators typically require maintenance every ~600 hours, and that maintenance is often completed in the

field. By comparison, the maintenance cycle on Evolution’s natural gas turbines is closer to ~10,000 hours and is typically completed once per

year at an Evolution yard (never shutting down on site). The net result is fewer interruptions for customers and lower opex (which the customer

pays). It’s also worth nothing that diesel generators constantly need manual refueling while on site (handful of times a day).

● Physical Space: while we compared like-for-like generators in Exhibit 5, in reality most project sites have dozens of smaller diesel generators

positioned around the job site. Evolution’s 333 kW turbine paired with their micro-grid transmission, eliminates the dozens of dispersed diesel

generators.

● Noise: gas turbines produce significantly less noise pollution than diesel generators, and that’s important for operators on site 24/7.

In just about any category, it appears that natural gas turbines should be preferred to diesel generators, and Evolution’s success to-date appears

to validate that view.
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Success To-Date and Existing Fleet

After experimenting with smaller Capstone units early on, Enterprise pivoted suppliers and now exclusively purchases units from a private

company called FlexEnergy Solutions (Flex) in Colorado. Flex only produces ~30 of these units a year, and Enterprise is their largest customer

(purchasing roughly 10 of these units every year). As we understand it, supply of new units has been a constraint for Enterprise. Customer appetite

is sufficiently high that management has indicated they would buy more new units if they could. To get around that supply challenge, Evolution

works with Flex (who builds and leases these units) to purchase off-lease units (typically used for 2-3 years, versus an expected useful life of 20

years). Demand for Evolution’s services appears to be outstripping their ability to supply those services. In our view, this is clear validation

of the value proposition.

Exhibit 6: Estimated Gas Turbine Units; Evolution T12M Revenue
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Source: Enterprise Group, Inc., Raymond James Ltd.

The proof really is in the pudding, and Exhibit 6 shows our best estimate of the Evolution unit count and revenue since inception in 2022, with a

forecast through 2025 based on what we already know of current orders and anticipated off-lease unit purchases. Some guesswork is required

here, but we do know that Evolution was started in 2022 and that the business ended 3Q24 with 30 units. We also know that the company purchased

4 used 250 kW Flex units (delivered through December/January), ordered 10 new 333 kW Flex units (delivered linearly through 2025), and intends

to purchase as many off-lease Flex units as they can get their hands on from Flex. In revenue terms, this business should hit a run-rate revenue of

>$40mln per year by 4Q25, up from nil in 2021. Customer appetite is clearly there!

As a side note, Evolution has experienced this growth without any notable in-house sales effort. This growth has been a function of unsolicited

customer inbounds and word of mouth in the field. In September 2024 Enterprise hired a VP of Business Development to sit in Calgary and begin

actively marketing Evolution’s services. At worst, we’d expect an active sales effort will help maintain current momentum for years to come, and

best case we suspect this active sales effort could accelerate deployment of these units.
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Competitive Position

We think about competition in the primary market Evolution serves as being diesel generators, with Evolution being the first mover on the natural

gas turbine side and largely just filling white space. In our view, there is a lot of white space to fill (see The Addressable Market and Market Share

section). While we believe that the runway for Evolution is long, it’s fair to ask who else might step in to compete for that market. Are other service

providers able to meet that demand?

As we understand it, there appear to be two primary equipment challenges in this market that are unique to natural gas turbines:

1. First, many of the remote areas that Evolution serves regularly experience extreme cold temperatures, and at times these units have to

operate at temperatures below -30 degrees Celsius.

2. Second is that these units need to be capable of consuming gas with impurities (field gas, flare gas, solution gas), which is a different beast

than compressed natural gas (CNG).

There are very few suppliers of small natural gas turbines in North America, and many of those turbines don’t appear well suited for the dual

challenges of extreme cold temperatures and extreme fuel tolerance. The Flex units that Evolution uses today are a rare exception, and Evolution

has secured a 5-year exclusivity agreement (with extension options) with Flex that covers all of Western Canada. Anecdotally, we’ve heard of

examples where an adjacent service provider trialed a different generator in the field, experienced issues with extreme cold and/or wellhead gas

consumption, and reached out to Evolution to look at leasing their Flex units. We’re hesitant to hang our hat on this, but it appears that being a

first mover and securing an exclusivity agreement on best-in-class equipment should (at least in the short-medium term) create barriers for new

competition in the Western Canadian energy market.

Another dynamic we’ve come to appreciate is that Evolution’s units and micro-grid transmission technology will typically be installed at a job site

from start to finish, which might be 2-3 months. By contrast, other service providers in the energy industry are typically on site for a fraction of

the time. For example, a drilling rig operator might be on site for ~20 days, a pressure pumping operator might be on site for another ~7-14 days,

and so on. That’s not to say these other service providers couldn’t create new business units to compete for this business, but rather, it’s not a

natural extension of the work they already do for these customers.

It’s also worth pointing out that there is no real direct competition at present. There are many small competitors providing diesel generators to the

energy sector, but we’re not convinced many (if any) of these small competitors will successfully pivot given the very different technical demands

of the substitute technology. These natural gas turbines operate 480 volt systems, and utilize DLO (diesel locomotive standard) cabling, requiring

trained electricians to operate and maintain the equipment (and install the micro-grids). Over the last several years, Evolution has accumulated a

workforce of master electricians, journeymen electricians and red seal electricians. This isn’t an insurmountable problem for the small incumbent

diesel generator competitors, but it does create a headwind for smaller competitors to enter and scale this market when availability of skilled

labor is tight.

The final point we’d like to make is that the addressable market for small natural gas turbines in Western Canada is small relative to other oilfield

service niches; the aggregate capital cost of natural gas turbines in a fully penetrated market would pale in comparison to pressure pumping,

drilling, gas compression, or waste processing markets. We find it unlikely that customers or adjacent service providers would make a concerted

effort to in-source this service or compete in this space given the associated fixed costs, CNG logistics, and risk of delivering worse performance

when the first mover is already achieving scale and locking down customers with MSAs.
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The Addressable Market and Market Share

On the latest conference call, management indicated that “we've only penetrated 15% to 18% of the marketplace that's in front of us”, although

also acknowledged that they haven’t surgically defined their addressable market. With Evolution ending 3Q24 with 30 units, that would imply

the company thinks the market “in front of us” could support ~170-200 units. That happens to line up the T12M average Canadian rig count as of

3Q24 of 183 rigs. Conceptually, every active rig should sit at a site that is addressable by Evolution, which suggests that the active rig count is a

reasonable proxy for the addressable market Evolution is currently pursuing.

Beyond providing power for drilling and completion job sites, there are ancillary use cases (see Exhibit 4) like providing power to water transfer

pumps (bringing fresh water to wells to complete a frac job). Similarly, there are general construction applications where work is done in remote

regions of Western Canada.

There is also the potential to lease large 2 MW units (vs the standard 333 kW) to power electric frac fleets, should the pressure pumping industry

move in that direction (talking with management, we know it’s currently being explored). These are just a few of the ways we can build up to a

broader addressable market, and Exhibit 7 shows what that could look like from both a unit and capacity (MW) perspective.

Exhibit 7: Illustrative Size of Addressable Markets
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Source: Enterprise Group, Inc., Raymond James Ltd.

The company is also exploring new end markets, both geographically (Eastern Canada) and by sector (mining, data centers, etc). In most of these

new channels, Evolution would provide temporary power solutions under short-term leases, but the demand could still add up quickly. Even if

we ignore these new exploratory markets, Exhibit 7 makes it clear that Evolution is currently penetrating a very small percentage of their core

Western Canadian energy market. For example, if we just look at the Drilling + Ancillary Services total addressable market, our best guess is that

Evolution is only penetrating ~8% of that market today.

The margin of error on forecasting 5 years out would be very wide, but we still think it’s helpful to think through where market share and penetration

could end up in Evolution’s core market today. To do that, we look at other examples in the Western Canadian oilfield service space: CES Energy

Solutions (CEU-TSX) has a ~35% market share in Canadian drilling fluids; Precision Drilling (PD-TSX) has a ~30-35% share of the active rig count in

Canada; Trican Well Service (TCW-TSX) has a ~50% market share in their Montney/Deep Basin cementing business; and SES is pushing 70% share

in their waste water business. It’s clear that 1-2 large providers tend to own a significant portion of any niche oilfield service market, and we see

no reason that should be different for Evolution. As a first mover with an exclusivity agreement on best-in-class equipment — even if new entrants

enter the space — it wouldn’t surprise us if Evolution ultimately retained ~40-50% market share in a fully penetrated market. In the narrow scope

of just a Drilling + Ancillary Services total addressable market, that would mean Evolution could 5.0x the size of their current fleet. If no other new

growth initiatives worked out, that’d be enough to keep Evolution busy for the foreseeable future.
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Unit Economics

While we don’t have exact data to model unit economics, Enterprise has provided enough tidbits in various communications to triangulate

estimates. For example, we know the individual capital cost of the natural gas turbine (both new and used, and of various sizes), the micro-grid,

and the backup diesel generator. Management has also communicated payback periods for both the natural gas turbines and the micro-grid

independently. Furthermore, we have a reasonably accurate view on maintenance capital spending and timing, useful life of equipment, and

flow-through fuel costs. We can use these tidbits of information to piece together a full picture of unit economics and estimate the IRR and NPV

on a single deployment (see Exhibit 8). We then analyzed incremental ROIC since Evolution launched in 2022 and ran multi-linear regressions to

triangulate and validate our unit economic assumptions. Bottom line, we feel good about the numbers.

Exhibit 8: Unit Economic Analysis

New 333 kW Gas Turbine $000 900

Micro-grid $000 250

Backup Diesel Generator $000 550

Total Capital Cost per Deployment $000 1,700

D/EBITDA 0.50x

Debt $000 230

Equity $000 1,470

Year 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Day Rate $ 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750

Day Cost $ -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046 -1,046

Day Margin $ 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704 1,704

Gross Margin % 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62% 62%

Utilization % 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75% 75%

Utilization Days Days 23 23 23 23 23 23 23 23 23 23 23 23 23 23 23 23 23 23 23 23

Revenue $000 743 743 743 743 743 743 743 743 743 743 743 743 743 743 743 743 743 743 743 743

Opex $000 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282 -282

EBITDA $000 460 460 460 460 460 460 460 460 460 460 460 460 460 460 460 460 460 460 460 460

Depreciation $000 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85 -85

EBIT $000 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375

Interest $000 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23 -23

EBT $000 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352

Cash Taxes $000 -23 -65 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84 -84

Net Income $000 329 287 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268

Net Income $000 329 287 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268 268

Add Depreciation $000 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85

Less Capex $000 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21

Change in Debt $000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other $000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

FCFE $000 -1,470 393 351 332 332 332 332 332 332 332 332 332 332 332 332 332 332 332 332 332 332

Levered After-Tax IRR 23%

Levered After-Tax NPV @ 10% 1,295

EBIT $000 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375

Add Taxes $000 -24 -69 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90 -90

Add Depreciation $000 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85

Less Capex $000 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21 -21

Other $000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

FCFF $000 -1,700 415 370 349 349 349 349 349 349 349 349 349 349 349 349 349 349 349 349 349 349

Unlevered After-Tax IRR 21%

Unlevered After-Tax NPV @ 10% 1,226

Source: Enterprise Group, Inc., Raymond James Ltd.

The math in Exhibit 8 suggests that levered after-tax IRRs at the unit level are in the low-to-mid 20% range using very modest debt, but these are

for brand-new units — when Evolution buys off-lease units (2-3 years old) we suspect those IRRs approach 30%. Said differently, for every dollar

Enterprise spends growing this business, we estimate they’re accruing at least ~$0.88 of equity NPV.

At the current share price of $2.40/share, adding 10 new units increases the fair value of equity by ~$0.15. To put this into perspective, if our ballpark

guess on addressable market and mature market share prove to be even remotely correct, it’s reasonable for us to underwrite that Enterprise

could add +100 units to the existing fleet, this would increase fair value of equity by ~$1.50.

It’s worth circling back to the point we made in Exhibit 5, which is that annual fuel cost savings on a 333 kW unit are at worst ~$800k (for CNG), and

at best ~$1.4mln (for wellhead gas). The company indicated that the CNG/wellhead split is roughly 15/85%, so implicitly the weighted-average

annual fuel savings per unit is ~$1.3mln. By comparison, we estimate that Evolution generates ~$740k/year/unit in revenue and just ~$460k/year/

unit in gross margin (where flow-through fuel costs would be included in revenue/COGS). This means that Evolution captures ~35% of this fuel

savings ($460k / $1.3mln), while the customer is capturing the remaining ~65% — to us its clear that customers are enjoying the bulk of the fuel

savings advantage from switching to natural gas turbines. This win/win structure gives us some comfort that these unit economics are defendable

for the foreseeable future.

 

PAGE 8 OF 34

T
his report is intended for des.okell@

enterprisegrp.ca. U
nauthorized distribution prohibited.



CANADA RESEARCH ENTERPRISE GROUP, INC.
 

TYING IT ALL TOGETHER

Given the lack of reported KPIs, a lot of elbow grease went into estimating the revenue split between Evolution and all the other segments. To

better understand key drivers, we paired what we know about Evolution fleet size and unit economics with a multi-linear regression to better

understand cyclical, seasonal, and other factors that impact all parts of this business. It turns out our multi-linear regression did a very good job

at explaining changes in revenue historically (see Exhibit 9), with independent variables that included the Canadian active rig count, a true/false

wildfire variable, and Evolution fleet size. We use this multi-linear regression to forecast revenue for Enterprise as a whole, and estimate revenue

splits between the various businesses.

Exhibit 9: Actual Revenue vs. Regression Prediction; Correlation Between Actual Revenue and Canadian Rig Count
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Source: Enterprise Group, Inc., Raymond James Ltd.

The most important observation we make here is the degree to which revenue is tied to the active rig count in Canada (seen clearly in Exhibit 9

given the consistent seasonality year after year), which is unsurprising given the legacy oilfield rental business and end market currently being

pursued by Evolution. Despite the clear exposure to cyclical end markets, we remain constructive on activity levels in Canada: TMX helped extend

the runway for conventional oil production growth; LNG Canada Phase 1 and subsequent LNG projects should support natural gas and NGL growth

through the end of the decade; and producers are in stronger financial positions than we’ve seen in the last decade (strong balance sheets, lots

of excess free cash flow, low breakevens). Even with the recently announced threat of tariffs on Canadian oil and gas, we expect that producers

will still generate plenty of excess free cash flow beyond current capital budgets and dividends; we think producers won’t be forced into cutting

activity levels, and supports our view that activity should remain relatively healthy.

It’s also worth noting that there is significant white space for Evolution to grow into. In a scenario where the active rig count in Canada moves lower,

it wouldn’t surprise us to see continued revenue growth. This idea that cyclical businesses can drastically outperform conventional barometers

of oilfield activity isn’t unique; we’ve seen this play out before, with CEU being the most notable example.
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FINANCIAL ANALYSIS AND OUTLOOK

Revenue Outlook

We expect the Canadian rig count to remain relatively flat, resulting in stable contributions from the legacy oilfield rental business, with growth

primarily driven by increased penetration at Evolution.

Exhibit 10 shows our base case revenue assumptions and Evolution unit growth. By 2029, we have Evolution growing to 110 units, which suggests

penetration of the Drilling + Ancillary Services total addressable market of ~30%. That’s still at the low end of the range vs the dominant incumbent

penetration in other niche oilfield markets, and gives Evolution no credit for growth outside that core total addressable market being targeted

today. Against that backdrop, our base case with a 5-Yr CAGR of ~22% through 2029E feels reasonable to underwrite, and if anything, it

feels like we’re pulling our punches.

Exhibit 10: Enterprise Revenue and Evolution Fleet Estimates
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Source: Enterprise Group, Inc., Raymond James Ltd.

Margins and Adj. EBITDA Outlook

We estimate that segment margins from Evolution are significantly higher than the legacy business, and our base case assumes that the individual

segment margin profiles remain unchanged from here. If Evolutions revenue contribution proportionally increases, it follows that we expect to

see continued gross margin expansion at the total company level. While historically we’ve also witnessed some SG&A leverage, we do assume

that SG&A scales linearly from here and that Adj. EBITDA margins expand in tandem with gross margins. The net effect is a 5-Yr Adj. EBITDA CAGR

of ~27%.

Exhibit 11: Gross Margin, Adj. EBITDA Margin, and Adj. EBITDA Estimates
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Capital Allocation and Financial Position

Given expansion of the Evolution fleet that we expect in our base case, it’s unsurprising that we have high capital expenditure estimates for

Enterprise. Exhibit 12 shows our capex estimates against Adj. CFO (see Exhibit 12). Despite the increased spending, we expect that Adj. CFO

will outstrip capex such that Enterprise actual builds cash through the forecast period. Exhibit 12 also breaks down sources/uses of cash from

4Q24-2029E — the primary takeaway is that plenty of excess liquidity exists to accelerate the already significant growth we model in the

base case.

Exhibit 12: Capex vs. Cash Flow; Sources and Uses of Cash 4Q24-2029E
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Source: Enterprise Group, Inc., Raymond James Ltd.

Note: *Adj. CFO = CFO less finance charges and lease principal payments; effectively free cash flow before capex

Enterprise completed an equity raise in 4Q24, and should end the year in a net cash position. With the growth laid out in our base case, Exhibit 13

shows that this net cash position only grows over time (we assume the business targets a Debt/EBITDA ratio of <1.0x, and allows cash to fluctuate

around that). By our terminal year, Net Debt/EBITDA hits about -0.6x. In our view, cash could get deployed through some combination of organic

growth, M&A, or distributions to shareholders (buybacks, dividends); bottom line, this business has significant financial flexibility, and that

flexibility has some option value that we think is underappreciated by the market today.

Exhibit 13: Absolute and Relative Leverage

-$10

$0

$10

$20

$30

$40

$50

$60

-$40

-$30

-$20

-$10

$0

$10

$20

$30

$40

$50

2
0
1
0

2
0
1
1

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

2
0
1
7

2
0
1
8

2
0
1
9

2
0
2
0

2
0
2
1

2
0
2
2

2
0
2
3

2
0
2
4
E

2
0
2
5
E

2
0
2
6
E

2
0
2
7
E

2
0
2
8
E

2
0
2
9
E

T1
2

M
 A

d
j.

 E
B

IT
D

A
 (

$
m

ln
)

N
e

t 
D

e
b

t 
(I

n
cl

. L
ea

se
s 

$
m

ln
)

Net Debt (Incl. Leases) (LHS) T12M Adj. EBITDA (RHS)

-6.0x

-4.0x

-2.0x

0.0x

2.0x

4.0x

6.0x

8.0x

10.0x

12.0x

14.0x

2
0
1
0

2
0
1
1

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

2
0
1
7

2
0
1
8

2
0
1
9

2
0
2
0

2
0
2
1

2
0
2
2

2
0
2
3

2
0
2
4
E

2
0
2
5
E

2
0
2
6
E

2
0
2
7
E

2
0
2
8
E

2
0
2
9
E

N
e

t 
D

e
b

t/
EB

IT
D

A
 (

In
cl

. L
e

as
e

s)

T12M Net Debt/EBITDA

Source: Enterprise Group, Inc., Raymond James Ltd.

 

PAGE 11 OF 34

T
his report is intended for des.okell@

enterprisegrp.ca. U
nauthorized distribution prohibited.



CANADA RESEARCH ENTERPRISE GROUP, INC.
 

Distributable Cash Flow

While Enterprise doesn’t officially report a distributable cash flow (DCF) figure, we still view it as a helpful metric to think about because it

represents the cash left over to pay dividends, grow the business, pay down debt, or repurchase shares. In our minds, it’s a good enough proxy

for sustaining free cash flow.

Exhibit 14 shows our 2025E Adj. EBITDA to DCF bridge and a time series of DCF and DCF/share. The first thing to note is that DCF conversion

from EBITDA is really high (+60%): interest expense and lease payments are small; cash taxes are minimal, for now; and, maintenance capital

requirements are low given the age of the assets and long useful life (specifically at Evolution). The second thing to note is that our DCF estimate in

absolute terms experiences a 2024-2029E CAGR of ~25%. That’s slightly less than our Adj. EBITDA CAGR, largely driven by a gradual increase in cash

taxes and maintenance capital, but still impressive. DCF/share only grows at an ~19% CAGR through the same period, impacted by the 4Q24 equity

raise, although if Enterprise deployed all excess cash (on either buybacks or growth), absolute DCF and DCF/share would eventually converge. In

any event, an ~19% CAGR in DCF/share from 2024-2029E is still impressive in a conservative base case where cash balances grow.

Exhibit 14: 2025E Adj. EBITDA to Distributable Cash Flow Bridge; Distributable Cash Flow and Distributable Cash Flow Per Share Forecast

$27.0

$20.1

$2.0
$0.2

$2.0

$2.7

$0

$5

$10

$15

$20

$25

$30

Adj. EBITDA Interest Taxes Leases Maintenance
Capex

Distributable
Cash Flow

2
0

2
5

E 
A

d
j.

 E
B

IT
D

A
 t

o
 D

is
tr

ib
u

ta
b

le
 C

as
h

 
Fl

o
w

 B
ri

d
ge

-$0.20

-$0.10

$0.00

$0.10

$0.20

$0.30

$0.40

$0.50

-$10

-$5

$0

$5

$10

$15

$20

$25

$30

$35

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

E

2
0

2
5

E

2
0

2
6

E

2
0

2
7

E

2
0

2
8

E

2
0

2
9

E

D
is

tr
ib

u
ta

b
le

 C
as

h
 F

lo
w

 P
e

r 
Sh

ar
e

 (
$

/s
h

ar
e

)

D
is

tr
ib

u
ta

b
le

 C
as

h
 F

lo
w

 (
$

m
ln

)

DCF/Share CAGR ~19% from 2024-2029

Source: Enterprise Group, Inc., Raymond James Ltd.

Exhibit 15 shows our Adj. EBITDA to DCF bridge for both 2025E and 2026E. Using those 2025E and 2026E estimates, Enterprise is currently trading at

an 11% and 14% DCF yield, respectively. That strikes us as extremely attractive in the context of high reinvestment rate potential, great incremental

ROIC, and a strong balance sheet (net cash position), particularly considering what we view as a relatively constructive energy activity macro

backdrop and healthy end markets.

Exhibit 15: 2025/2026E Adj. EBITDA to Distributable Free Cash Flow Bridge
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VALUATION AND RECOMMENDATION

We are initiating coverage on Enterprise Group, Inc. (E-TSX), with a $3.75/share target price, and Outperform rating. Our target is derived using a

5Y discounted cash flow model (DCF). A summary of our DCF assumptions can be found in Exhibit 16, and a more detailed breakdown in Appendix

1. We use a 10% cost of equity, 4% terminal growth rate, and a 12% terminal ROIC to calculate our terminal value, where the implied terminal

EV/EBITDA multiple is 6.8x.

Exhibit 16: DCF Summary

Target Price and Expected Return Valuation Inputs

Ticker E Cost of Equity 10.0%

Current Price $2.40 Cost of Debt 8.5%

DCF (FCFE) - today $3.37 5Y Avg. WACC 9.7%

DCF (FCFF) - today $3.42 Terminal Growth Rate (FCFF) 4.0%

Terminal ROIC 12.0%

1-Year Target Price $3.75 Terminal Growth Rate (FCFE) 4.2%

Return to Target 56.3% Terminal ROE 12.7%

5Y IRR 18.3% Implied Terminal EV/EBITDA Multiple 6.8x

Implied Terminal FCFE Yield 5.8%

Key DCF Financial Inputs

Year 2020A 2021A 2022A 2023A 2024E 2025E 2026E 2027E 2028E 2029E Mid-Cycle

Revenue 16 19 27 34 39 58 71 84 94 107 111

Y/Y Revenue Growth 20.7% 43.6% 24.6% 17.8% 46.3% 23.1% 18.1% 12.1% 13.3% 4.0%

Adj. EBITDA 4 3 8 13 17 27 34 42 48 55 57

Adj. EBITDA Margins 23.9% 15.8% 30.3% 39.7% 42.7% 46.7% 48.4% 49.8% 50.6% 51.5% 51.5%

Net Income (4) (2) 2 6 6 12 16 21 23 26 27

DD&A 6 6 5 5 7 9 11 12 14 16 16

Capex (1) (4) (6) (15) (16) (25) (23) (27) (32) (31) (24)

Change in NWC 1 (1) (2) 0 (1) (1) (0) (1) (1) (1) 0

Change in Debt (1) 2 1 7 (1) 0 0 3 20 0 0

Other* (1) 0 (0) (0) (0) 2 3 3 2 (0) (0)

Free Cash Flow to Equity (FCFE) 0 1 (0) 3 (5) (4) 6 11 25 11 20

Free Cash Flow to Firm (FCFF) 2 (0) 0 (2) (2) (2) 9 11 8 14 22

PV of FCFE 240 PV of FCFF 266

Plus Cash + Option Proceeds** 43 Less Net Debt** 22

Equity Value 283 Equity Value 287

Shares (f.d.; Beginning)** 84 Shares (f.d.; Beginning)** 84

Equity Value/Share $3.37 Equity Value/Share $3.42

Source: Enterprise Group, Inc., Raymond James Ltd.

*Other includes deferred taxes, lease principal payments, impairments, dispositions, unrealized gains/losses etc.

**Includes all potentially dilutive securities and associated proceeds at beginning of period
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Scenario Analysis

Our base case is something we feel comfortable underwriting, but given the wide range of outcomes at Evolution combined with ample balance

sheet capacity to self-fund additional growth, we thought it would be helpful to also run a bull case scenario. The section below details the major

assumption changes between our base and bull case scenarios.

Base Case Scenario

● Evolution’s fleet grows by ~15 units per year through 2029, ending our forecast period with 110 units; this suggests penetration of the Drilling

+ Ancillary Services total addressable market reaches ~30%, but Evolution has no success expanding into other end markets.

● Evolution revenue/unit remains largely unchanged at ~$740k/year/unit.

● Revenue grows at a 5-Yr CAGR of ~22%.

● Gross margin grows at a 5-Yr CAGR of ~25%.

● Adj. EBITDA grows at a 5-Yr CAGR of ~27%.

● Distributable cash flow grows at a 5-Yr CAGR ~25%.

Bull Case Scenario

● Evolution’s fleet grows by ~25-30 units per year through 2029, ending our forecast period at 173 units; this suggests that either penetration of

the Drilling + Ancillary Services total addressable market reaches ~50%, or Evolution achieves some success expanding into other end markets.

● Evolution revenue/unit grows at a 5-Yr CAGR of ~2% to ~$785k/year/unit, largely under the assumption that they add larger 2 MW units to the

fleet to service new end markets.

● Revenue grows at a 5-Yr CAGR of ~32%.

● Gross margin grows at a 5-Yr CAGR of ~36%.

● Adj. EBITDA grows at a 5-Yr CAGR of ~39%.

● Distributable cash flow grows at a 5-Yr CAGR ~38%.

It’s worth noting that Evolution can self fund our bull case growth trajectory if we assume they issue some debt but hold Net Debt/EBITDA <1.0x.

In our view, our base case feels reasonable to underwrite today, but at the first signs that Evolution is having success in either new geographies

or new end markets (like electric frac fleets), it will look like our base case is pulling punches.

Exhibit 17: Base Case vs. Bull Case Scenario

Base Case 2024E 2025E 2026E 2027E 2028E 2029E Bull Case Scenario 2024E 2025E 2026E 2027E 2028E 2029E

Evolution Units # 32 55 69 84 98 110 Evolution Units # 32 61 87 115 143 173

% Δ 71.9% 25.5% 21.7% 16.7% 12.2% % Δ 90.6% 42.6% 32.2% 24.3% 21.0%

Evolution Capacity MW 10 17 22 27 32 36 Evolution Capacity MW 10 19 28 42 56 71

% Δ 77.3% 27.1% 22.9% 17.4% 12.7% % Δ 97.9% 45.1% 51.5% 34.0% 26.5%

W.A. Revenue/Year/Unit $000's 727 734 737 739 741 742 W.A. Revenue/Year/Unit $000's 727 735 740 762 775 784

% Δ 1.0% 0.5% 0.3% 0.2% 0.1% % Δ 1.2% 0.6% 3.0% 1.8% 1.1%

Revenue $mln 39.5 57.7 71.1 84.0 94.1 106.6 Revenue $mln 39.5 59.0 82.2 106.1 130.4 157.5

% Δ 46.3% 23.1% 18.1% 12.1% 13.3% % Δ 49.6% 39.2% 29.1% 22.9% 20.8%

Gross Margin $mln 19.6 30.6 38.8 46.7 53.0 60.7 Gross Margin $mln 19.6 31.4 45.7 60.4 75.5 92.3

% Δ 56.2% 26.9% 20.3% 13.4% 14.6% % Δ 60.3% 45.4% 32.3% 24.9% 22.3%

Gross Margin % % 50% 53% 55% 56% 56% 57% Gross Margin % % 50% 53% 56% 57% 58% 59%

% Δ 3.4% 1.6% 1.0% 0.7% 0.7% % Δ 3.5% 2.4% 1.4% 0.9% 0.7%

Adj. EBITDA $mln 16.8 27.0 34.4 41.9 47.6 54.9 Adj. EBITDA $mln 16.8 27.8 41.3 55.6 70.1 86.4

% Δ 60.2% 27.5% 21.6% 13.8% 15.2% % Δ 65.0% 48.5% 34.7% 26.2% 23.2%

Adj. EBITDA % % 43% 47% 48% 50% 51% 51% Adj. EBITDA % % 43% 47% 50% 52% 54% 55%

% Δ 4.1% 1.7% 1.5% 0.8% 0.8% % Δ 4.4% 3.1% 2.2% 1.4% 1.1%

Distributable Free Cash $mln 10.6 20.1 25.2 29.2 30.2 32.2 Distributable Free Cash $mln 10.6 20.8 30.7 39.5 46.1 53.4

% Δ 90.2% 25.2% 16.1% 3.2% 6.8% % Δ 96.8% 47.8% 28.5% 16.7% 15.9%

Return on Invested Capital % 10% 16% 19% 21% 21% 20% Return on Invested Capital % 10% 17% 19% 19% 18% 18%

% Δ 6.6% 2.3% 1.9% 0.4% -0.9% % Δ 7.1% 2.6% -0.3% -0.7% -0.1%

Net Debt/EBITDA -0.5x -0.2x -0.3x -0.5x -0.5x -0.6x Net Debt/EBITDA -0.5x 0.0x 0.2x 0.5x 0.5x 0.4x

% Δ -68.1% 80.2% 43.2% 10.1% 24.9% % Δ 58.9% 18.1% 26.5% 5.9% -9.7%

Source: Enterprise Group, Inc., Raymond James Ltd.
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Exhibit 18 shows a target price waterfall analysis. The starting point is the current net cash in the business, ~$0.19/share. Our model suggests

that the legacy business is worth an additional ~$0.46/share, while the existing Evolution business is worth another ~$1.30/share. Together, this

suggests that the existing business, with no future growth, is worth ~$1.95/share today.

Our base case forecast suggests an additional ~$1.80/share upside, bringing us to our target price of $3.75/share. In our bull case scenario, we see

a further ~$1.50/share upside, elevating the target price to ~$5.25/share.

Through this lens, it appears that the market is implicitly only paying for ~25% of our base case growth ([$2.40/share - $1.95/share] / $1.80/share).

Our analysis suggests that the market is only paying for the existing business, the 14 units already ordered (new/used) and expected to

be delivered in 2025. This strikes us as too conservative, and it’s these implied expectations that support our Outperform rating.

Exhibit 18: Fair Value Waterfall; Base Business Today vs. Target Price vs. Current Price
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APPENDIX 1: DISCOUNTED CASH FLOW MODEL

Exhibit 19: DCF — Target Price and Key Financial Inputs

WACC Ticker Details

Current quarter 4Q24 Date 25-02-03

Current year 2025 Exchange TSX

Risk free rate 4.0% Ticker E

EQRP 6.0% Current Price $2.40

Beta 1.00 Equity Value (FCFE) - today $3.37

Cost of Equity 10.0% Equity Value (FCFF) - today $3.42

Cost of Prefs 7.0% 5Y IRR 18.3%

10Y Treasury Rate 4.0% 1-Year Target Price $3.75

Credit Spread 4.5%

Cost of Debt 8.5%

Tax Rate 24.0% Terminal Value Assumptions - EV

After-tax Cost of Debt 6.5% ROIC ROE

Shares Outstanding 84 Risk free rate 4.0% 4.0%

Current Price 2.40 Terminal Growth Spread 0.0% 0.2%

Equity Value 201 90.6% Terminal Growth 4.0% 4.2%

Pref Value 0 0.0% Reinvest. Rate 33.3% 33.3%

Debt Value 21 9.4% Cost of Capital 9.6% 10.0%

Excess ROIC/ROE 2.4% 2.7%

Day 1 WACC 9.7% Terminal ROIC/ROE 12.0% 12.7%

5Y Average WACC 9.7% Terminal D/Cap 11.3% 11.3%

Source: Raymond James Ltd.
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Exhibit 20: DCF — Free Cash Flow to Equity

Discounted Cash Flow (DCF - FCFE)

Cost of Equity 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%

Current period adjustment 0.09

Half-year adjustment 0.50

Period -4 -3 -2 -1 0 1 2 3 4 5 6

Year 2020A 2021A 2022A 2023A 2024E 2025E 2026E 2027E 2028E 2029E Mid-Cycle

EPS (f.d.) (0.09) (0.05) 0.05 0.12 0.10 0.14 0.19 0.25 0.27 0.31 0.3

Y/Y EPS Growth -44.9% -195.0% 158.9% -16.6% 42.9% 35.8% 27.0% 10.4% 14.8% 4.2%

Revenue 16 19 27 34 39 58 71 84 94 107 111

Y/Y Revenue Growth 20.7% 43.6% 24.6% 17.8% 46.3% 23.1% 18.1% 12.1% 13.3% 4.0%

Adj. EBITDA 4 3 8 13 17 27 34 42 48 55 57

Y/Y Adj. EBITDA Growth -20.0% 175.1% 63.0% 26.8% 60.2% 27.5% 21.6% 13.8% 15.2% 4.0%

Adj. EBITDA Margins 23.9% 15.8% 30.3% 39.7% 42.7% 46.7% 48.4% 49.8% 50.6% 51.5% 51.5%

Net Income (4) (2) 2 6 6 12 16 21 23 26 27

DD&A 6 6 5 5 7 9 11 12 14 16 16

Deferred taxes 0 0 0 0 1 4 5 5 4 2 2

Change in NWC 1 (1) (2) 0 (1) (1) (0) (1) (1) (1) 0

Capex (1) (4) (6) (15) (16) (25) (23) (27) (32) (31) (24)

Disposition of PP&E 1 1 1 1 1 0 0 0 0 0 0

M&A (1) 0 0 0 0 0 0 0 0 0 0

Lease Principal Payments (1) (1) (1) (1) (2) (2) (2) (2) (2) (2) (2)

Other 0 (0) (0) 0 (0) 0 0 0 0 0 0

Change in Debt (1) 2 1 7 (1) 0 0 3 20 0 0

Free Cash Flow to Equity 0 1 (0) 3 (5) (4) 6 11 25 11 20

FCFE ex. Growth Capital 27

FV FCFE (4) 6 11 25 11 344

Discount Factor 1 1 1 1 2 2

PV FCFE (4) 5 9 18 7 205

PV of FCFE 240

Plus: Cash + Option Proceeds 43

Equity Value 283 Terminal Equity Value 344

Shares Outstanding (f.d.)* 84 Shares Outstanding 84

Intrinsic value/share $3.37 Exit Share Price $4.11

Implied Exit P/E (1Y Forward) 12.6x

2030 EPS (1Y Forward) 0.33

Terminal Growth Rate 4.2%

Source: Enterprise Group, Inc., Raymond James Ltd.

*Other includes impairments, unrealized gains/losses etc.
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Exhibit 21: DCF — Free Cash Flow to Firm

Discounted Cash Flow (DCF - FCFF)

WACC 9.8% 9.8% 9.8% 9.7% 9.6% 9.6%

Current period adjustment 0.09

Half-year adjustment 0.50

Period -4 -3 -2 -1 0 1 2 3 4 5 6

Year 2020A 2021A 2022A 2023A 2024E 2025E 2026E 2027E 2028E 2029E Mid-Cycle

EPS (0.09) (0.05) 0.05 0.12 0.10 0.14 0.19 0.25 0.27 0.31 0.33

Y/Y EPS Growth -44.9% -195.0% 158.9% -16.6% 42.9% 35.8% 27.0% 10.4% 14.8% 4.2%

Revenue 16 19 27 34 39 58 71 84 94 107 111

Y/Y Revenue Growth 20.7% 43.6% 24.6% 17.8% 46.3% 23.1% 18.1% 12.1% 13.3% 4.0%

Adj. EBITDA 4 3 8 13 17 27 34 42 48 55 57

Y/Y Adj. EBITDA Growth -20.0% 175.1% 63.0% 26.8% 60.2% 27.5% 21.6% 13.8% 15.2% 4.0%

Adj. EBITDA Margins 23.9% 15.8% 30.3% 39.7% 42.7% 46.7% 48.4% 49.8% 50.6% 51.5% 51.5%

EBIT (4) (1) 4 8 10 18 23 29 33 38 40

Tax Rate 6.0% 1.8% -0.1% 0.0% 11.3% 24.1% 24.0% 24.0% 24.0% 24.0% 24.0%

EBIT*(1-Tax Rate) (4) (1) 4 8 9 14 18 22 25 29 30

DD&A 6 6 5 5 7 9 11 12 14 16 16

Deferred taxes 0 0 0 0 1 5 6 6 5 2 2

Change in NWC 1 (1) (2) 0 (1) (1) (0) (1) (1) (1) 0

Capex (1) (4) (6) (15) (16) (25) (23) (27) (32) (31) (24)

Disposition of PP&E 1 1 1 1 1 0 0 0 0 0 0

M&A (1) 0 0 0 0 0 0 0 0 0 0

Lease Principal Payments (1) (1) (1) (1) (2) (2) (2) (2) (2) (2) (2)

Other 0 (0) (0) 0 (0) 0 0 0 0 0 0

Free Cash Flow to Firm 2 (0) 0 (2) (2) (2) 9 11 8 14 22

FCFF ex. Growth Capital 30

FV FCFF (2) 9 11 8 14 389

Discount Factor 1 1 1 1 2 2

PV FCFF (2) 8 9 6 9 236

Enterprise Value 266 Terminal Enterprise Value 389

Less: Debt (21) Less: Debt (44)

Less: Prefs 0 Less: Prefs 0

Less: Minority Interest 0 Less: Minority Interest 0

Plus: Cash + Option Proceeds 43 Plus: Net Cash 85

Equity Value 287 Terminal Equity Value 430

Shares Outstanding (f.d.)* 84 Shares Outstanding 84

Intrinsic value/share $3.42

Terminal EV/EBITDA Multiple 6.8x

2030 EPS (1Y Forward) 0.33

Terminal Growth Rate 4.0%

Source: Enterprise Group, Inc., Raymond James Ltd.

*Other includes impairments, unrealized gains/losses etc.
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APPENDIX 2: FINANCIAL STATEMENTS

Exhibit 22: Income Statement

$ millions, unless otherwise stated 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E

Revenue 16 19 27 34 39 58 71 84 94 107

Opex (10) (12) (16) (18) (20) (27) (32) (37) (41) (46)

Gross Profit 5 7 11 16 20 31 39 47 53 61

DD&A (6) (6) (5) (5) (7) (9) (11) (12) (14) (16)

SG&A (1) (2) (3) (2) (3) (4) (4) (5) (5) (6)

SBC (0) (0) (0) (0) (0) (0) (0) (0) (0) (0)

Other (1) (0) 0 0 (0) 0 0 0 0 (0)

EBIT (4) (1) 4 8 10 18 23 29 33 38

Net Financing Expense (1) (1) (1) (2) (3) (2) (2) (2) (3) (4)

EBT (5) (2) 2 6 7 16 21 27 30 34

Current Income Taxes 0 0 0 0 (0) (0) (1) (2) (4) (7)

Deferred Income Taxes 0 0 0 0 (1) (4) (5) (5) (4) (2)

Net Income (4) (2) 2 6 6 12 16 21 23 26

Weighted Average Shares - Basic (mln) 50 49 49 50 59 76 76 76 76 76

EPS - Basic ($0.09) ($0.05) $0.05 $0.12 $0.11 $0.16 $0.21 $0.27 $0.30 $0.35

Weighted Average Shares - Diluted (mln) 50 49 49 51 65 84 84 84 84 84

EPS - Diluted ($0.09) ($0.05) $0.05 $0.12 $0.10 $0.14 $0.19 $0.25 $0.27 $0.31

Gross Profit 5 7 11 16 20 31 39 47 53 61

SG&A (1) (2) (3) (2) (3) (4) (4) (5) (5) (6)

Other (0) (2) 0 0 0 0 0 0 0 (0)

Adjusted EBITDA 4 3 8 13 17 27 34 42 48 55

Source: Enterprise Group, Inc., Raymond James Ltd.
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Exhibit 23: Cash Flow Statement

$ millions, unless otherwise stated 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E

Net Income (4) (2) 2 6 6 12 16 21 23 26

DD&A 6 6 5 5 7 9 11 12 14 16

Deferred Tax Expense (0) 0 0 0 1 4 5 5 4 2

SBC 0 0 0 0 0 0 0 0 0 0

Finance Cost, Net 1 1 1 2 3 2 2 2 3 4

Provisions 0 0 0 0 0 0 0 0 0 0

Other 1 0 (0) (0) 0 0 0 (0) 0 0

Funds From Operations 3 5 8 13 17 27 34 40 44 48

NWC 1 (1) (2) 0 (1) (1) (0) (1) (1) (1)

Operating Cash Flow 4 4 6 14 16 25 34 39 43 47

Acquisitions, Net of Cash Acquired (1) 0 0 0 0 0 0 0 0 0

Capex (1) (4) (6) (15) (16) (25) (23) (27) (32) (31)

Dispositions 1 1 1 1 1 0 0 0 0 0

NWC 0 0 0 0 0 0 0 0 0 0

Other 0 0 0 0 0 0 0 0 (0) (0)

Investing Cash Flow (1) (2) (4) (14) (15) (25) (23) (27) (32) (31)

Change in Debt (1) 2 1 7 (1) 0 0 3 20 0

Lease Principal Payments (1) (1) (1) (1) (2) (2) (2) (2) (2) (2)

Issuance of Shares 0 0 1 0 38 0 0 0 0 0

Share Repurchases (0) (1) (1) (1) 0 (1) (1) (1) (1) (1)

Common Dividends 0 0 0 0 0 0 0 0 0 0

NWC 0 0 0 0 0 0 0 0 0 0

Other (1) (1) (2) (2) (3) (2) (2) (2) (3) (4)

Financing Cash Flow (3) (1) (1) 3 32 (4) (4) (2) 14 (6)

FX 0 0 0 0 0 0 0 0 0 0

Change In Cash (0) 0 0 3 33 (4) 6 11 25 10

Source: Enterprise Group, Inc., Raymond James Ltd.

 

PAGE 20 OF 34

T
his report is intended for des.okell@

enterprisegrp.ca. U
nauthorized distribution prohibited.



CANADA RESEARCH ENTERPRISE GROUP, INC.
 

Exhibit 24: Balance Sheet

$ millions, unless otherwise stated 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E

Cash 1 1 1 4 37 32 39 49 74 85

Accounts Receivable 4 5 7 7 9 12 13 15 17 18

Inventory 0 0 0 0 1 1 1 1 1 1

Prepaid Expenses and Other 0 0 1 1 1 1 1 1 1 1

Other 0 1 1 1 1 1 1 1 1 1

Current Assets 5 7 10 13 49 47 54 67 94 106

PP&E 42 40 40 50 61 79 94 110 130 147

Right-of-use Assets 2 1 2 5 8 8 8 8 8 8

Intangible Assets 0 0 0 0 0 0 0 0 0 0

Deferred Income Taxes 2 2 3 4 6 6 6 6 6 6

Goodwill 0 0 0 0 0 0 0 0 0 0

Other 0 0 0 0 0 0 0 0 (0) 0

Total Assets 52 51 55 73 123 141 162 192 239 267

Accounts Payable and Accrued Liabilities 1 2 2 2 4 6 7 8 9 9

Interest Payable 0 0 0 0 0 0 0 0 0 0

Short-Term Debt 1 1 1 1 0 0 0 0 0 0

Mortgages 0 0 0 0 0 0 0 0 0 0

Dividend Payable 0 0 0 0 0 0 0 0 0 0

Lease Liabilities 0 0 0 0 2 2 2 2 2 2

Other 0 0 0 0 0 0 0 0 0 0

Current Liabilities 3 3 3 4 6 8 9 10 11 11

Long-Term Debt 9 11 13 18 17 17 17 20 40 40

Lease Liabilities 1 0 1 3 5 5 5 5 5 5

Deferred Income Taxes 2 2 3 4 7 10 15 20 23 25

Other 3 2 2 4 4 4 4 4 4 4

Total Liabilities 17 19 21 32 39 44 49 58 83 85

Shareholders' Capital 71 68 67 65 73 73 73 73 73 73

Warrants 0 0 0 0 1 1 1 1 1 1

Contributed Surplus 15 17 19 20 21 21 21 21 21 21

Retained Earnings (Deficit) (51) (53) (51) (45) (9) 3 19 39 62 88

Accumulated Other Comprehensive Income 0 0 0 0 0 0 0 0 0 0

Total Equity 35 32 35 41 85 97 113 134 156 182

Total Equity & Liabilities 52 51 55 73 123 141 162 192 239 267

Source: Enterprise Group, Inc., Raymond James Ltd.
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APPENDIX 3: RISKS

Key risks to Enterprise Group Inc. include, but are not limited to:

● Commodity Price Volatility and Seasonality: Commodity prices are determined by global supply and demand dynamics. Fluctuations in

these prices could result in a material impact on the operations, and financial conditions of the business; that’s especially true in the legacy

oilfield service businesses, which is primarily exposed to drilling, completions, and absolute commodity prices. Seasonal variations in weather

can also impact the company’s ability to provide services.

● Economic Dependence: In 2023, the top ten customers accounted for ~66% of revenue. This concentration of revenue among a small amount

of customers poses a risk, if any of these customers were to reduce their business with Enterprise.

● Technological Disruption: While Enterprise has made advancements into low emission technologies, there is a risk of being outpaced by new

innovations or falling to adapt quickly enough to changes in market demand.

● Increased Competition: While Enterprise doesn't have true comparable competitor in the Evolution business segment, smaller competitors

that provide diesel generation could transition into the natural gas turbine market, impacting the market share and addressable market

available to Enterprise, which could negatively impact financial forecasts and share price.

● Interest Rate Risks: While Enterprise carries fixed-rate debt, changes in interest rates will impact funding costs as maturities roll over. In

addition, levered IRRs on future projects are influence by prevailing borrowing costs, which could change incremental reinvestment rates/

returns. A rising interest rate environment could lead to a higher required return on projects, which could negatively impact share price.

● Environmental, Regulatory and Policy Risks: Changes in political and/or regulatory structures may have a material impact on the company’s

financial and operational performance. Political and regulatory risks include changes in regulatory structure, changes in financial reporting,

changes in environmental liabilities, Aboriginal claims, and the fiscal regime. There is also regulatory risk with respect to drilling licenses and

various operating procedures. Regulations imposed by governments can change and have an adverse impact on the operations and financial

conditions of the business.

● Management Risks: Unforeseen developments with respect to the management, financial condition or accounting policies or practices could

adversely impact our forecasts and valuation.

● General Risk Factors: Industry fundamentals with respect to end customer demand, product or service pricing could change and adversely

impact our forecasts.
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APPENDIX 4: OWNERSHIP BREAKDOWN

Institution & Corporations # Shares % O/S

Andbank Wealth Management SGIIC SAU 101,156           0.1%

StoneCastle Investment Management, Inc. 56,730             0.1%

Top Institutions 157,886           0.2%

Year-End 2023 Incentive Units

Individuals & Insiders # Shares % O/S PSU-RSUs DSUs Options Shares + Units % O/S

Jaroszuk Leonard D 15,242,189      19.9% -              -              1,900,000    17,142,189        34.5%

Okell Desmond 2,442,499        3.2% -              -              1,000,000    3,442,499          6.9%

Cabral Warren 2,032,833        2.7% -              -              1,000,000    3,032,833          6.1%

Darling Neil 1,055,500        1.4% -              -              150,000       1,205,500          2.4%

Pinsent John Harold Charles 375,634           0.5% -              -              150,000       525,634             1.1%

Campbell Norman John 25,000             0.0% -              -              150,000       175,000             0.4%

Top Individuals & Insiders 21,173,655      27.6% -              -              4,350,000    25,523,655        51.4%

Source: Enterprise Group, Inc., Raymond James Ltd.

Note: Shares outstanding were pulled from FactSet as of February 3, 2025
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APPENDIX 5: MANAGEMENT AND BOARD OF DIRECTORS

Named Executive Officers

Leonard Jaroszuk — Chief Executive Officer

Mr. Jaroszuk, one of the founders of Enterprise Group, Inc., established in 2004, currently holds several key positions. He is the Chairman, President,

and CEO of Enterprise Group, Inc., as well as the President, CEO, CFO, and Director of United Global, Inc. Additionally, he serves as the President and

CEO of Bancshares Capital Corp., and the President and Director of Richfield Explorations, Inc. and West One Ltd. Mr. Jaroszuk has also held various

former roles, including President, CEO, and Director of Greenbank Ventures, Inc., Samoth Oilfield, Inc., and Select Sands Corp., among others.

Warren Cabral — Chief Financial Officer

Mr. Cabral is the current Chief Financial Officer and serves as member of the Institute of Chartered Accountants of Alberta. Previously, he held

various roles, including Independent Director at BioNeutra Global Corp., Chief Financial Officer at Quest PharmaTech, Inc. and Northern Sun Mining

Corp., Principal at Ernst & Young LLP (Canada), CFO at Alberta Investment Management Corp. and its Private Equity division, and Principal at

Alberta Securities Commission. Mr. Cabral earned an undergraduate degree from the University of Alberta.

Desmond O’Kell — President

Mr. O'Kell, one of the founders of Enterprise Group, Inc. established in 2004, currently serves as President and Director. Previously, he held the

positions of Chief Financial Officer, Secretary, and Director at Greenbank Ventures, Inc. Additionally, Mr. O'Kell has served as an Independent

Director at Samoth Oilfield, Inc., and held the roles of President at Rochester Resources Ltd. and Eland Jennings Investor Services, Inc.

Board of Directors

Leonard Jaroszuk — Non-Independent Director, Chair of the Board

See bio above.

Desmond O’Kell — Non-Independent Director

See bio above.

John Pinsent — Independent Director

Mr. Pinsent has been director since 2012. Mr. Pinsent, is the founder of St. Arnaud Pinsent & Associates. Currently, he holds multiple director roles,

including at the Institute of Chartered Accountants of Alberta, Fastrainer LLP, IMBiotechnologies Ltd., JJDP Investments, Inc., Innovative Trauma

Care, Inc., the Chartered Accountants Education Foundation of Alberta, Alberta Venture Channel, and SmileSonica, Inc. Starting in 2024, he became

an Independent Director at New Horizon Aircraft Ltd. and is a Partner at Sprout VC. Previously, he served as Chairman of Hyduke Energy Services,

Inc. and Special Olympics Alberta, and held various other director and senior management roles. Mr. Pinsent earned an undergrad degree from

the University of Alberta.

Neil Darling — Independent Director

Mr. Darling has been director since 2015. Mr. Darling is the founder and serves as CEO at Ramdar Resource Management Ltd. Mr. Darling has

+35 years of project management, design and operations experience. Previously, Mr. Darling, has taught at the Southern Alberta Institute of

Technology (S.A.I.T.) and developed and presented curriculum for both domestic and international technical institutions. His international

teaching experience spans China, Bangladesh, Libya, and the United States.

John Campbell — Independent Director

Mr. Campbell has been director since 2015. Mr. Campbell founded Camlin Asset Management, Inc. and has held various roles, including Chief

Investment & Compliance Officer and President. He also founded TriView Capital Ltd. and Chairman since. Currently, Mr. Campbell serves as Lead

Independent Director at Enterprise Group, Inc., Director at Certus Oil & Gas, Inc., Director and Chief Financial & Strategy Officer at BevCanna

Enterprises, Inc., Member of the Chartered Professional Accountants of British Columbia, Chief Financial Officer at Sixty North Gold Mining Ltd.,

and President of Camlin Asset Management Ltd. Mr. Campbell earned his undergraduate degree from the University of British Columbia and a

Master's in Business Administration from Simon Fraser University.

Source: Enterprise Group, Inc., Raymond James Ltd.
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APPENDIX 6: COMPANY HISTORY

The Journey

The company was formerly known as Enterprise Oilfield Group, and rebranded to Enterprise Group, Inc. in 2012 and has been around since 2004.

The company’s founders, Leonard Jaroszuk, Chief Executive Officer and Desmond O’Kell, President are still running the business today.

2015-2016 — Recovery, and expansion. At this time the company was primarily focused on underground construction, maintenance and

specialty equipment rentals. During this time, Enterprise faced financial challenges given the weakness in commodity prices, and witnessed a big

decline in revenue which came down 50% y/y in 2015, and a further declined by 27% y/y in 2016. This also led to weak profitability, Adj. EBITDA

margins declined from ~25% at peak to ~13%. As a result, Enterprise focused on cost-cutting measure to stabilize operations and focused on

expanding service offerings, and operational efficiency.

2017-2018 — Divestitures. Enterprise made a strategic decision to divest of substantially all the assets of TC Backhoe & Directional Drilling Ltd.

for about ~$20mln, and divest of Calgary Tunneling & Horizontal Augering Ltd for ~$20mln. Proceeds from the sales were used to repay debt and

restructure the business.

2019-2020 — Covid-19 road block. After restructuring, the business continued to struggle, and the Covid-19 headwind plagued any business

momentum. The company had to implement further cost-cutting measure and suspended its buyback program. During this time total revenues

declined to just $15.5mln.

2021-2022 — Strengthening market position. The company continued to right size its business, selling and purchasing new equipment with an

emphasis on increasing their natural gas powered fleet, expanded its client base, secured new contracts with Tier 1 customers in Western Canada

and launched a new subsidiary business called Evolution Power Projects. The new business enhanced their service portfolio and expanded their

market presence.

2023-2024 — Continued growth and further expansion opportunities. The company has continued its growth trajectory, and saw a ~160%

increase in revenues versus in 2019-2020 levels. The company also saw Adj. EBITDA margins expand to ~43% from ~15% witnessed in the same

period. This growth was primary driven by better unit economics from their Evolution Power Projects business. The company also completed a

~$29mln bought deal offering, with proceeds expected to fund continued expansion in their Evolution Power business as they seek to capitalize

on opportunities in the natural gas turbine market.

Enterprise journey over the past decade has been marked by their ability to adapt to market conditions and focus on new end markets and services,

specifically the Evolution Power business which is expected to drive further growth.

 

PAGE 25 OF 34

T
his report is intended for des.okell@

enterprisegrp.ca. U
nauthorized distribution prohibited.



CANADA RESEARCH ENTERPRISE GROUP, INC.
 

Today

Today, Enterprise operates four business units, Evolution Power Projects, Hart Oilfield Rentals, Westar Oilfield Rentals, and Artic Therm

International. They specialize in providing equipment and services in the build out of infrastructure in the energy, pipeline and construction

sectors.

Hart Oilfield Rentals

Enterprise acquired Hart Oilfield Rentals in 2014, and is an oilfield site services and equipment rental business for oil and gas customers.

It provides oilfield infrastructure site services and rentals to its oil and gas customers operating within the Western Canadian Sedimentary

Basin. Headquartered in Drayton Valley, with season yards in Drayton Valley, Whitecourt, and Grande Prairie. Hart's rental fleet includes

patented and patent-pending modular designs that offer a competitive edge. Hart designs, manufactures, and assembles its modular and

combo equipment, including fuel, generators, light stands, sewage treatment, medic security, and truck trailer combos. When necessary, Hart

subcontracts manufacturing to local suppliers. Its extensive rental equipment fleet, consisting of +2,000 pieces, is designed to offer one-stop on-

site infrastructure support for drilling and completion operations.

Artic Therm International

Enterprise acquired Artic Therm in 2012, and specializes in delivering flameless heat technology to the construction and oil and gas sectors in

Western Canada. Headquartered in Morinville, Alberta, with a seasonal office in Fort McMurray, Alberta. Artic Therm boasts a fleet of +200 flameless

heaters, with heat outputs ranging from 375,000 to 3,300,000 BTUs. Artic Therm offers two classes of flameless heaters. The rental class units,

which are trailer-mounted and range from 375,000 to 1.2mln BTUs, are used in construction, oil and gas development, and plant shut-downs. The

project class units, featuring patented technology, range from 1.2mln to 3.3mln BTUs and use blower technology capable of producing up to 15,000

cubic feet per minute. These units were designed for pipeline thermal expansion but are also suitable for various other applications, such as large

vessel drying or dehumidifying, plant and facility shut-downs, storage tank shut-downs, curing of coatings, and large-scale emergency thawing.

Westar Oilfield Rentals

Enterprise acquired Westar Oilfield Rentals in 2014, and offers infrastructure site services and rentals. It is a full-service oilfield site infrastructure

company that meets various equipment rental needs for numerous oil and gas customers. Westar services the Fort St. John area with +600 pieces

of owned equipment. Additionally, Westar provides Enterprise with a strategic presence in the Fort St. John, a key area for the development of

Western Canada's LNG industry.

Evolution Power Projects

Enterprise formed Evolution Power Projects in 2022. The main service that Evolution Power offers are its low emission natural gas powered turbine

systems, and micro-grid transmission technology. Evolution Power deploys a fleet of mobile natural gas turbines to power typically off grid project

sites for energy, resource, and industrial projects. Evolution Power also offers project management services from concept to completion, assisting

customers to evaluate power needs and solutions.
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COMPANY DESCRIPTION

Enterprise operates four business
units, Evolution Power Projects,
Hart Oilfield Rentals, Westar
Oilfield Rentals, and Artic Therm
International. They specialize in
providing equipment and services
in the build out of infrastructure in
the energy, pipeline and construction
sectors.
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Unless otherwise specified, the term “Raymond James” shall denote, where appropriate, Raymond James & Associates, Inc. (RJA), Raymond

James Ltd. (RJL), and their affiliates, subsidiaries and related entities.

Analyst Information

Analyst Compensation: Research analysts and associates at Raymond James are compensated on a salary and bonus system. Several factors

enter into the compensation determination for an analyst, including: i) research quality, ii) team productivity, iii) client feedback, iv) rating

accuracy, v) overall revenue and profitability levels of the department and firm (a portion of which is generated by investment banking activities)

and vi) compensation levels for comparable research analysts at competing firms.

Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of, or associated with, RJA are not

registered/qualified as research analysts under FINRA rules and are not subject to FINRA Rule 2241 restrictions on communications with covered

companies, trading securities held by a research analyst account, and obligations related to identifying and managing conflicts of interest.

This global disclosure considers all entities of Raymond James and its affiliates. The jurisdiction where the analyst(s) is registered will determine

what is permitted. For example, if the persons responsible for the content of this report are not licensed as research analysts in accordance with

applicable rules promulgated by the regulatory organization(s) where this report is distributed, any client wishing to effect trades in any security

should contact their Raymond James representative.

The analyst Michael Barth, primarily responsible for the preparation of this research report, attests to the following: (1) that the views

and opinions rendered in this research report reflect his or her personal views about the subject companies or issuers and (2) that no part

of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views in this

research report.

Luke Konschuh and Michael Barth of Raymond James Ltd. are non-US Analysts

Company Specific Disclosures

Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and quantitative

factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness; competition;

visibility; financial condition; and expected total return, among other factors. Collectively, these factors are subject to change depending on overall

economic conditions or industry- or company-specific occurrences.

Target Prices: The information below indicates Raymond James’ target price and rating changes for any subject companies over the past three

years.
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Valuation Methodology

Enterprise Group, Inc.

We derive our target price using a 5Y discounted cash flow (DCF) model.

General Risk Factors

Following are some general risk factors that pertain to the businesses of the subject companies and the projected target prices and

recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/service pricing

could change and adversely impact expected revenues and earnings; (2) issues relating to major competitors or market shares or new product

expectations could change investor attitude toward the sector or this stock; (3) Unforeseen developments with respect to the management,

financial condition or accounting policies or practices could alter the prospective valuation.

Company Specific Risk Factors

Enterprise Group, Inc.
● Commodity Price Volatility and Seasonality: Commodity prices are determined by global supply and demand dynamics. Fluctuations in

these prices could result in a material impact on the operations, and financial conditions of the business; that’s especially true in the legacy

oilfield service businesses, which is primarily exposed to drilling, completions, and absolute commodity prices. Seasonal variations in weather

can also impact the company’s ability to provide services.

● Economic Dependence: In 2023, the top ten customers accounted for ~66% of revenue. This concentration of revenue among a small amount

of customers poses a risk, if any of these customers were to reduce their business with Enterprise.

● Technological Disruption: While Enterprise has made advancements into low emission technologies, there is a risk of being outpaced by new

innovations or falling to adapt quickly enough to changes in market demand.

● Increased Competition: While Enterprise doesn't have true comparable competitor in the Evolution business segment, smaller competitors

that provide diesel generation could transition into the natural gas turbine market, impacting the market share and addressable market

available to Enterprise, which could negatively impact financial forecasts and share price.

● Interest Rate Risks: While Enterprise carries fixed-rate debt, changes in interest rates will impact funding costs as maturities roll over. In

addition, levered IRRs on future projects are influence by prevailing borrowing costs, which could change incremental reinvestment rates/

returns. A rising interest rate environment could lead to a higher required return on projects, which in turn could negatively impact share price.

● Environmental, Regulatory and Policy Risks: Changes in political and/or regulatory structures may have a material impact on the company’s

financial and operational performance. Political and regulatory risks include changes in regulatory structure, changes in financial reporting,

changes in environmental liabilities, Aboriginal claims, and the fiscal regime. There is also regulatory risk with respect to drilling licenses and

various operating procedures. Regulations imposed by governments can change and have an adverse impact on the operations and financial

conditions of the business.
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● Management Risks: Unforeseen developments with respect to the management, financial condition or accounting policies or practices could

adversely impact our forecasts and valuation.

● General Risk Factors: Industry fundamentals with respect to end customer demand, product or service pricing could change and adversely

impact our forecasts.

Relationship Disclosures

The person(s) responsible for the production of this report declare(s) that, as far as they are aware, there are no relationships or circumstances

(including conflicts of interest) that may in any way impair the objectivity of this recommendation directly or indirectly. This statement applies

equally to any persons closely associated with him or her. However, it is possible that persons making communications in relation to a security

may have a holding in that security and this will be disclosed. As stated, Raymond James has controls in place to manage such risks.

In the event that this is a compendium report (i.e., covers six or more subject companies), Raymond James may choose to provide specific

disclosures for the subject companies by reference. To access these disclosures, clients should refer to: raymondjames.bluematrix.com/sellside/

Disclosures.action or call toll free at 1.800.237.5643 in the United States or 1.800.667.2899 in Canada. In other jurisdictions, please contact your

local Raymond James’ representative.

Company Name Disclosure

Enterprise Group, Inc. Raymond James Ltd. has managed or co-managed a public offering of securities within the last 12 months

with respect to the issuer.

Enterprise Group, Inc. Raymond James Ltd. has provided investment banking services within the last 12 months with respect to the

issuer.

Investor Disclosures

In the United States (or U.S.), RJA is registered with the Financial Industry Regulatory Authority (FINRA) as a member firm. RJA is responsible for the

preparation and distribution of reports created in the United States. RJA is located at The Raymond James Financial Center, 880 Carillon Parkway,

St. Petersburg, Florida 33716 (Raymond James Financial (RJF) Corporate Headquarters), 727.567.1000. Raymond James Financial Services, Inc.

(RJFS) is registered with FINRA as a Member Firm. RJFS is located at the RJF Corporate Headquarters.

RJA non-U.S. affiliates, which are not FINRA member firms (with the exception of Raymond James (USA) Ltd.), include the following entities, which

are responsible for the creation or distribution of reports in their respective areas:

In Canada, RJL is registered with the Canadian Investment Regulatory Organization (CIRO) as a member firm. RJL is responsible for the preparation

and distribution of reports created in Canada. RJL is located at Suite 2100, 925 West Georgia Street, Vancouver, BC V6C 3L2 (RJL Head Office),

604.659.8200. Raymond James (USA) Ltd. (RJLU) is registered with FINRA as a member firm, which is responsible for the distribution of reports

created in Canada and the United States to both American clients living in Canada and Canadian clients living in the United States. RJLU is located

at the RJL Head Office.

In the United Kingdom, Raymond James Financial International Ltd. (RJFI) and Raymond James Investment Services, Ltd. (RJIS) are authorised

and regulated by the Financial Conduct Authority (FCA). RJFI and RJIS are located at Ropemaker Place, 25 Ropemaker Street, London, England,

EC2Y 9LY, +44 203 798 5600.

This report is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in a locality,

state, province, country, or other jurisdiction where such distribution, publication, availability, or use would be strictly prohibited or contrary to

law or regulation. The securities discussed in this report may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the

solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is not investment advice and

does not constitute a personal recommendation, nor does it take into account the particular investment objectives, financial situations, or needs

of individual clients. Information in this report should not be construed as advice designed to meet the individual objectives of any particular

investor. Investors should consider this report as only a single factor in making their investment decision. Some investments discussed in this

report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that

investment is realized. Those losses may equal your original investment. Consultation with your Raymond James representative is recommended.

Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing in this

report constitutes investment, legal, accounting or tax advice or is a representation that any investment or strategy is suitable or appropriate to

your individual circumstances or otherwise constitutes a personal recommendation to you.

The information provided is as of the date above and is subject to change and may or may not be updated. This report should not be deemed a

recommendation to buy or sell any security. Certain information has been obtained from third-party sources Raymond James considers reliable,

but Raymond James does not guarantee that such information is accurate or complete. Persons within Raymond James may have information

that is not available to the contributors of the information contained in this report. Raymond James, including affiliates and employees, may
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execute transactions in the securities listed in this report that may not be consistent with the ratings appearing in this report.

With respect to materials prepared by Raymond James, all expressions of opinion reflect the judgment of the Research Departments of Raymond

James, or its affiliates, as of the date above and are subject to change. Raymond James may perform investment banking or other services for, or

solicit investment banking business from, any company mentioned in this report.

Raymond James reports are disseminated and available to Raymond James clients simultaneously via electronic publication to Raymond

James' internal proprietary websites (RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access &

raymondjames.ca). Not all reports are directly distributed to clients or third-party aggregators. Certain maintenance reports may only be

disseminated on Raymond James' internal proprietary websites; however, such reports will not contain changes to target price, valuation,

or investment or suitability rating. Individual Raymond James associates may also opt to circulate published reports to one or more clients

electronically. This electronic communication distribution is discretionary and is undertaken only after the report has been publicly disseminated

via publication to RJ's internal proprietary websites. The level and types of communications provided by Raymond James associates to clients

may vary depending on various factors including, but not limited to, the client's individual preference as to the frequency and manner of receiving

communications. For reports, models, or other data available on a particular security, please contact your Raymond James representative or

financial advisor or visit for RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access & raymondjames.ca.

Raymond James’ policy is to update reports as it deems appropriate, based on developments with the subject company, the sector or the market

that may have a material impact on the research views or opinions stated in a report. Raymond James' policy is only to publish reports that are

impartial, independent, clear, and fair and not misleading. Any information relating to the tax status of the securities discussed in this report is

not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their particular

circumstances from an independent tax professional.

Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,

authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party

website or the collection or use of information regarding any website's users and/or members. Raymond James has not reviewed any such third-

party websites and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to

Raymond James’ own website material) is provided solely for your convenience and information, and the content of any such website does not

in any way form part of this report. Accessing such website or following such link through this report or Raymond James’ website shall be at your

own risk. Additional information is available on request.

All right, title, and interest in any Raymond James reports is the exclusive property of Raymond James Financial, Inc. and its affiliates, except as

otherwise expressly stated. Raymond James® is the registered trademark of Raymond James Financial, Inc. All trademarks, service marks, slogans,

logos, trade dress and other identifiers, third-party data and/or market data (“intellectual property”) displayed in the Raymond James reports

are the property of Raymond James, or of other parties. The names of other companies and third-party products or services or other intellectual

property mentioned in the Raymond James reports may be the copyright, trademarks, or service marks of their respective owners. U.S. and foreign

copyright, trademark, common law rights and statutes protect this intellectual property. You are prohibited from using any intellectual property

for any purpose including, but not limited to, use on other materials, in presentations, as domain names, or as metatags, without the express

written permission of Raymond James or such other party that may own the marks.

Notice to RJA PCG Financial Advisors - Non-U.S. securities discussed in this report are generally not eligible for sale in the U.S. unless they are

listed on a U.S. securities exchange. This report may not be used to solicit the purchase or sale of a security in any state where such a solicitation

would be illegal. By accessing this report, you agree to not solicit the purchase or sale of any security mentioned in the report that is not listed

on a U.S. securities exchange, or is not otherwise registered under applicable state Blue Sky laws. Furthermore, you acknowledge that you will

be solely responsible for any and all costs associated with the rescission of trades in unregistered securities. Please contact the International

Research Liaison with any questions at 727.567.5559.

Ratings and Definitions

RJA (U.S.) Definitions: Strong Buy (SB1) The security is expected to appreciate, produce a total return of at least 15%, and outperform the S&P

500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least

15% is expected to be realized over the next 12 months. Outperform (MO2) The security is expected to appreciate or outperform the S&P 500

over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used

for securities where Raymond James is comfortable with the relative safety of the dividend and expects a total return modestly exceeding the

dividend yield over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P 500 over

the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform (MU4) The security is

expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The security’s rating and

price target have been suspended temporarily. This action may be due to market events that made coverage impracticable or to comply with

applicable regulations or firm policies in certain circumstances. When a security’s research coverage has been suspended, the previous rating and

price target are no longer in effect for this security, and they should not be relied upon.

RJL (Canada) Definitions: Strong Buy (SB1) The security is expected to appreciate and produce a total return of at least 15% and outperform
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the S&P/TSX Composite Index over the next six to 12 months. Outperform (MO2) The security is expected to appreciate and outperform the S&P/

TSX Composite Index over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P/TSX

composite Index over the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform

(MU4) The security is expected to underperform the S&P/TSX Composite Index or its sector over the next six to 12 months and should be sold.

Suspended (S) The security’s rating and price target have been suspended temporarily. This action may be due to market events that made

coverage impracticable or to comply with applicable regulations or firm policies in certain circumstances or may otherwise have a perceived

conflict of interest. When a security’s research coverage has been suspended, the previous rating and price target are no longer in effect for this

security, and they should not be relied upon.

 
Coverage Universe Rating Distribution* Investment Banking Relationships

RJA RJL RJA RJL

Strong Buy and Outperform (Buy)

Market Perform (Hold)

Underperform (Sell)

566 60% 174 75%

357 38% 57 25%

19 2% 1 0%

93 16% 45 26%

30 8% 4 7%

0 0% 0 0%

Total Number of Companies 942 100% 232 100% 123   49  

* Columns may not add to 100% due to rounding.

* Total does not include companies with a suspended rating.

 
RJA Suitability Ratings (SR)

Moderate Risk/Provide Income (M/INC) Larger capitalization, lower volatility (beta) equities of companies with sound financials, consistent

earnings, and dividend yields meaningfully above that of the S&P 500. Many securities in this category are structured with a focus on providing a

consistent dividend or return of capital. Moderate Risk/Wealth Accumulation (M/ACC) Larger capitalization equities of companies with sound

financials, consistent earnings growth, the potential for long-term price appreciation, and often a dividend yield. Moderately Aggressive Risk/

Provide Income (MA/INC) Generally equities of companies that are structured with a focus on providing a dividend meaningfully above that of the

S&P 500. These companies typically feature sound financials, positive earnings, and the potential for long-term price appreciation. Moderately

Aggressive Risk/Wealth Accumulation (MA/ACC) Generally equities of companies in fast growing and competitive industries with less predictable

earnings (or losses), potentially more leveraged balance sheets, rapidly changing market dynamics, and potential risk of principal. Aggressive

Risk/Provide Income (A/INC) Generally equities of companies that are structured with a focus on providing a meaningful dividend but may face

less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive issues, higher

price volatility (beta), and meaningful risk of loss of principal. Securities of companies in this category may have a more volatile income stream from

dividends or distributions of capital. Aggressive Risk/Wealth Accumulation (A/ACC) Generally equities of companies with a short or unprofitable

operating history, limited or less predictable revenues, high risk associated with success, high volatility (beta), potential significant financial or

legal issues, and the meaningful risk of loss of principal.

RJL Suitability Ratings

RJL has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data from multiple vendors, and all data is

refreshed at least monthly. Accordingly, suitability ratings are updated monthly. The suitability rating shown on this report is current as of the

report's published date. In the event that a suitability rating changes after the published date, the new rating will not be reflected until the analyst

publishes a subsequent report.

International Disclosures

For clients of RJA: Any foreign securities discussed in this report are generally not eligible for sale in the United States unless they are listed on

a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or

sale of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the United States,

including ADRs, may entail certain risks.

The securities of non-U.S. issuers may not be registered with, nor be subject to, the reporting requirements of the U.S. Securities and Exchange

Commission. There may be limited information available on such securities. Investors who have received this report may be prohibited in certain

states or other jurisdictions from purchasing the securities mentioned in this report. Please ask your RJA financial advisor for additional details

and to determine if a particular security is eligible for purchase in your state or jurisdiction.

For clients of RJFS: This report was prepared and published by Raymond James and is being provided to you by RJFS solely for informative

purposes. Any person receiving this report from RJFS should direct all questions and requests for additional information to their RJFS financial

advisor.

For RJA and RJFS clients in Canada: In the Canadian provinces of Alberta, British Columbia, New Brunswick, Ontario and Quebec (collectively,
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the “Canadian Jurisdictions”), both RJA and RJFS are relying on the international dealer exemption (the “IDE”), and RJA is also relying on

the international adviser exemption (the “IAE”), pursuant to sections 8.18 and 8.26 of National Instrument 31-103 Registration Requirements,

Exemptions and Ongoing Registrant Obligations (“NI 31-103”). RJA and RJFS are not registered to make a trade nor is RJA registered to provide

advice in the Canadian Jurisdictions. Neither RJA nor RJFS are members of the Investment Industry Regulatory Organization of Canada.

This report is intended solely for residents of the Canadian Jurisdictions who are permitted clients as set forth in NI 31-103. Neither RJA, RJFS

nor their representatives are making an offer to sell or soliciting an offer to buy any security issued by an issuer incorporated, formed or created

under the laws of Canada (“Canadian issuers”) and discussed in this report. Any trades by permitted clients in any securities of Canadian issuers

(whether listed on a U.S., Canadian or other exchange) discussed in this report may not be made through a relationship with RJA or RJFS and shall

be directed to RJL for execution. Relationships with clients residing in Canadian Jurisdictions for trading in securities of Canadian issuers must be

established through a Canadian registered firm, such as RJL. For additional information regarding establishing a relationship with RJL, Canadian

clients should contact 1-888-545-6624.

For clients of RJL: In the case where there is Canadian analyst contribution, the report meets all applicable CIRO disclosure requirements. RJL

is a member of the Canadian Investor Protection Fund.

For clients of RJFI: This report is prepared for and distributed by RJFI, and any investment to which this report relates is intended for the sole

use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in the FCA rules

or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies, unincorporated associations, etc.) of the

Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or any other person to whom this promotion may lawfully

be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by

such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For clients of RJIS: This report is prepared for and distributed by RJIS, and is for the use of professional investment advisers and managers and

is not intended for use by retail clients.

For purposes of the FCA requirements, this report is classified as independent with respect to conflict of interest management. RJFI and RJIS are

authorised and regulated by the FCA.

For clients of Raymond James France (RJ France):RJ France is authorised and regulated by the Autorite de Controle Prudentiel et de Resolution

and the Autorite des Marches Financiers. As of 30 November, 2020, RJ France is an unaffiliated entity of Raymond James. RJ France is located at

SAS, 45 Avenue George V, 75008, Paris, France, +33 1 45 61 64 90. This report is prepared for and distributed by RJ France pursuant to an agreement

with Raymond James, and any investment to which this report relates is intended for the sole use of the persons to whom it is addressed, being

persons who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de l'Autorite

des Marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied

upon by such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For recipients in Brazil: This is a strictly privileged and confidential communication between Raymond James & Associates and its selected

clients. This communication contains information addressed only to specific individuals in Brazil and is not intended for distribution to, or use

by, any person other than the named addressee. This communication (i) is provided for informational purposes only, (ii) should not be construed

in any manner as any solicitation or offer to buy or sell any investment opportunities or any related financial instruments, and (iii) should not be

construed in any manner as a public offer of any investment opportunities or any related financial instruments. If you are not the named addressee,

you should not disseminate, distribute, or copy this communication. Please notify the sender immediately if you have mistakenly received this

communication.

The investments analyzed in this report may not be offered or sold to the public in Brazil. Accordingly, the investments in this report have not been

and will not be registered with the Brazilian Securities and Exchange Commission (Comissão de Valores Mobiliários, the “CVM”), nor have they

been submitted to the foregoing agency for approval. Documents relating to the investments in this report, as well as the information contained

therein, may not be: (i) supplied to the public in Brazil, as the offering of investment products is not a public offering of securities in Brazil; nor (ii)

used in connection with any offer for subscription or sale of securities to the public in Brazil.

For clients in Australia: Despite anything in this report to the contrary, this report is prepared for and distributed in Australia by RJFI with the

assistance of RJA, and RJA at times will act on behalf of RJFI. This report is only available in Australia to persons who are “wholesale clients” (as

that term is defined in section 761G of the Corporations Act 2001 (Cth)) and is supplied solely for the use of such wholesale clients and shall not be

distributed or passed on to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is

of a general nature only and has been prepared without taking into account the objectives, financial situation, or needs of the individual recipient.

RJFI and RJA do not hold an Australian financial services license. RJFI is exempt from the requirement to hold an Australian financial services

license under the Corporations Act 2001 (Cth) in respect of financial services provided to Australian wholesale clients under the exemption in

ASIC Class Order 03/1099 (as continued by ASIC Corporations (Repeal and Transitional) Instrument 2016/396 and extended by ASIC Corporations

(Amendment) Instrument 2022/623). RJFI is regulated by the UK FCA under UK laws, which differ from Australian laws. RJA is acting on behalf of

RJFI with respect to distribution and communications related to this report.

For clients in New Zealand: This report contains general information only, it does not take into account your financial situation, needs, goals or
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risk tolerance and does not constitute financial advice under the Financial Markets Conduct Act 2013 (NZ) (“FMCA”). In New Zealand, it is intended

for “wholesale clients” only (for the purposes of the FMCA) and it is not to be disseminated to retail clients or reproduced in any form. This report

and the information contained in or accompanying this report: (i) are not, and are under no circumstances to be construed as, an offer of financial

products for issue requiring disclosure to an investor under Part 3 of the FMCA; (ii) have not been registered, filed with or approved by any New

Zealand regulatory authority or under or in accordance with the FMCA; and (iii) are not a disclosure document under New Zealand law and do not

contain all the information that a disclosure document is required to contain under New Zealand law.

For recipients in Taiwan: This report is being distributed to you from outside of Taiwan, and such distribution has not been licensed or approved

by the regulators of Taiwan. This report is only available in Taiwan to persons who are “professional investors” (as that term is defined in the Rules

Governing Securities Firms Engaging in Brokerage of Foreign Securities) and is supplied solely for the use of such professional investors. No person

to whom a copy of this report is provided may issue, circulate or distribute this report in Taiwan, or make, give or show a copy of this report to

any other person.

For clients in Québec: Each client confirms its express wish that this document and all other contracts and related documents be drafted in the

English language. Chaque client confirme sa volonté expresse que ce document ainsi que tous les autres contrats et documents s’y rattachant soient

rédigés en langue anglaise.

Additional SBI Client Disclaimers

The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared for

and is distributed by SBI, pursuant to an arrangement between RJA and SBI. RJA is not an affiliate of SBI. SBI is registered in Japan with the

Financial Services Agency (“FSA”) as a Financial Instruments Business Operator (kinyu shouhin torihiki gyousha, a “FIBO”) registered with the

FSA (Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments Business) No. 44) to engage in the Type I Financial

Instruments Business (dai 1-shu kinyu shouhinn torihiki gyou), the Type II Financial Instruments Business (dai 2-shu kinyu shouhin torihiki gyou),

the Investment Advisory Business and Investment Agency Business (toushi jogen gyou / toushi dairi gyou), and the Securities Related Business

(yukashouken kanren gyou). This report is only for distribution by SBI in Japan to qualified institutional investors (tekikaku kikan toushika, “QIIs”)

for whom exist certain disclosure and other obligations under the Financial Instruments and Exchange Act (“FIEA”). Any QIIs wishing to purchase,

deal or otherwise discus the securities covered in this report should contact your sales representative. References to or commentary on the futures

markets contained in this report are provided only in the context of their impact on securities traded with SBI or its partners or third-party service

providers, including RJA for U.S. securities. No facility for trading futures has been provided to you and accordingly the information is not provided

in connection with a dealing in futures.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,

state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. If your status

has changed or the distribution restrictions set forth above impact your ability to receive this report, please contact your usual SBI representative.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions

set forth above and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation

of law and limit our ability to provide reports to you. This report is being supplied to you strictly on the basis that it will remain confidential. No

part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on,

directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of SBI.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

Under the terms of the agreement between RJA and SBI, RJA is not required to issue regular reports on the subject matter of this report at any

frequency and it may cease to do so or change the periodicity of reports at any time. Neither RJA nor SBI is under any obligation to update this

report in the event of a material change to the information contained in this report. Neither RJA nor SBI has any and will accept any, obligation to

(i) check or ensure that the contents of this report remain current, reliable or relevant, (ii) ensure that the content of this report constitutes all the

information a prospective investor may require, (iii) ensure the adequacy, accuracy, completeness, reliability or fairness of any views, opinions

and information, and accordingly, SBI, its affiliates and related persons (and their respective directors, associates, connected persons and/or

employees) shall not be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or consequential

losses, loss of profits and damages) of any reliance thereon or usage thereof.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market

data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.

Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information

disseminated by regulatory information services, other publicly available information. Whilst every effort is made to ensure that statements of

facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in

this report are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be

construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of future performance.

The value of investments may go down as well as up and those investing may, depending on the investments in question, lose more than the

initial investment. No report shall constitute an offer or an invitation by or on behalf of SBI or RJA, or their respective affiliates to any person to
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buy or sell any investments.

SBI and/or its respective affiliates and related corporations, their respective directors, associates, connected parties and/or employees may own or

have positions in securities of the company(ies) covered in this report or any securities related thereto and may from time to time add to or dispose

of, or may be materially interested in, any such securities. Further, SBI, its affiliates and its related corporations do and seek to do business with the

company(ies) covered in this report and may from time to time act as market maker or have assumed an underwriting commitment in securities

of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant

investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, advisory

or other services from any entity mentioned in this report. Any of RJA’s material conflicts of interest are disclosed above these Additional SBI Client

Disclaimers, particularly in the sections titled “Analyst Information,” “Company Specific Disclosures,” and “Investor Disclosures.”

By RJA producing this report for SBI, RJA has confirmed to SBI that the opinions expressed are based on information it believes to be accurate and

complete and obtained through reliable public or other non-confidential sources at the time made.

The term “RJA” shall, unless the context otherwise requires, mean RJA and its affiliates, subsidiaries and related companies. The term “SBI” shall

denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in every

other case except as otherwise stated herein, SBI Securities Co., Ltd. and its affiliates, subsidiaries and related corporations.

Proprietary Rights Notice

By accepting a copy of this report, you acknowledge and agree as follows:

This report is confidential and is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized

by Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate, or

commercially exploit the information contained in this report, in printed, electronic, or any other form, in any manner, without the prior express

written consent of Raymond James. You also agree not to reproduce or otherwise to use this report or its contents, or to permit such use by others,

(i) for any unlawful purpose; (ii) in or to create any derivative work; (iii) in any software program, including any artificial intelligence, augmented

reality, or virtual reality platform or system; or (iv) for training artificial intelligence technologies, including without limitation technologies that

are capable of generating works in the same style or genre as this report; provided, however, with regards to (ii), (iii), or (iv) above, unless and only

to the extent as may be otherwise expressly agreed to in writing by Raymond James. This report and its contents are the property of Raymond

James and are protected by applicable copyright, trade secret or other intellectual property laws (of the United States and other countries). United

States law, 17 U.S.C. Sec. 501 et. seq., provides for civil and criminal penalties for copyright infringement. No copyright claimed in incorporated

U.S. government works.

© 2025 Raymond James Financial, Inc. All rights reserved.

© 2025 Raymond James & Associates, Inc.

© 2025 Raymond James Ltd., Member Canadian Investor Protection Fund
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