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Disclaimer
The information contained in this presentation does not purport to be all-inclusive or to contain all information that prospective investors may require. Readers are encouraged to conduct their own analysis and review of STEP
Energy Services Ltd. (“STEP” or the “Company”) and of the information contained in this presentation. Without limitation, prospective investors should read the entire record of publicly filed documents relating to the Company,
consider the advice of their financial, legal, accounting, tax and other professional advisors and such other factors they consider appropriate in investigating and analyzing the Company. In this presentation, unless otherwise
indicated, all dollar amounts are expressed in Canadian dollars. Certain capitalized terms and abbreviations not otherwise defined herein have the meaning assigned to them in the Company’s Annual Information Form dated
March 5, 2019 (the “AIF”), which is available on SEDAR at www.sedar.com.
This presentation does not constitute an offer or solicitation in any jurisdiction or to any person or entity. No representations or warranties, express or implied, have been made as to the accuracy or completeness of the
information in this presentation and this presentation should not be relied on in connection with, or act as any inducement in relation to, an investment decision.
Forward-Looking Statements
Certain statements contained in this presentation constitute “forward-looking statements” or “forward-looking information” within the meaning of applicable securities legislation (collectively, “forward-looking statements”). These
statements relate to management’s expectations about future events, results of operations and the Company’s future performance (both operational and financial) and business prospects. All statements other than statements of
historical fact are forward-looking statements. The use of any of the words “anticipate”, “plan”, “contemplate”, “continue”, “estimate”, “expect”, “intend”, “propose”, “might”, “may”, “will”, “shall”, “project”, “should”, “could”, “would”,
“believe”, “predict”, “forecast”, “pursue”, “potential”, “objective” and “capable” and similar expressions are intended to identify forward-looking statements. These statements involve known and unknown risks, uncertainties and
other factors that may cause actual results or events to differ materially from those anticipated in such forward-looking statements. No assurance can be given that these expectations will prove to be correct and such forwardlooking statements included in this presentation should not be unduly relied upon. These statements speak only as of the date of this presentation. In addition, this presentation may contain forward-looking statements and
forward looking information attributed to third-party industry sources.
With respect to forward-looking statements contained in this presentation, assumptions have been made regarding, among other things: future oil, natural gas and natural gas liquids prices; the Company’s ability to market
successfully to current and new clients; the Company’s ability to utilize its equipment; the Company’s ability to obtain qualified staff and equipment in a timely and cost efficient manner; levels of deployable equipment; future
capital expenditures to be made by the Company; future sources of funding for the Company’s capital program; and the impact of competition on the Company.
Actual results could differ materially from those anticipated in these forward-looking statements as a result of the risk factors set forth in the AIF under the heading “Risk Factors”. The forward-looking statements included in this
presentation are expressly qualified by the foregoing cautionary statements and are made as of the date of this presentation. The Company does not undertake any obligation to publicly update or revise any forward-looking
statements except as required by applicable securities laws. For additional information, including with respect to the assumptions, expectations and risks applicable to such forward-looking information, see “Forward-Looking
Information & Statements” in the AIF.
Non-IFRS Measures
In addition to using financial measures prescribed by IFRS, references are made in this presentation to “Adjusted EBITDA Margin” and “Return on Invested Capital”, which are measures that do not have any standardized
meaning as prescribed by IFRS. Accordingly, the Company’s use of such terms may not be comparable to similarly defined measures presented by other entities. These non-IFRS measures should also be read in conjunction
with the financial statements of STEP for the relevant periods, which are available on SEDAR at www.sedar.com.
“Return on Invested Capital” or “ROIC” is a financial measure not presented in accordance with IFRS and is calculated by dividing net income by the average total capital of the Company for the respective period. Total capital
represents the sum of shareholder’s equity plus Total Debt (the summation of the current and long-term portions of the Company’s obligations under finance lease and loans and borrowings) and average total capital equals the
arithmetic average of total capital at the beginning and end of the year for which the measure is being calculated. ROIC is presented because the Company views this as an important measure of financial performance as it
provides an assessment of the Company’s efficiency at allocating capital to investments and projects.
“Adjusted EBITDA” is a financial measure not presented in accordance with IFRS and is equal to net income before finance costs, depreciation and amortization, loss (gain) on property and equipment, current and deferred
income tax provisions and recoveries, share-based compensation, impairment, transaction costs and foreign exchange (gain) loss. Losses (gains) on property and equipment are excluded because they are not part of the regular
business activities of STEP. “Adjusted EBITDA Margin” is defined as Adjusted EBITDA divided by revenue. These measures are presented because they are widely used by the investment community as they provide an
indication of the results generated by the normal course business activities of STEP prior to considering how the activities are financed and the results are taxed. STEP uses these measures internally to evaluate operating and
segment performance because management believes it provides better comparability between periods. For further details on Adjusted EBITDA as it relates to STEP and certain reconciliations, see “IFRS and Non-IFRS
Measures” in the prospectus of the Company dated April 25, 2017 and in the Company’s Management’s Discussion and Analysis for the three and six month periods ended June 30, 2017, the three and nine month periods
ended September 30, 2017, the year ended December 31, 2017, the three month period ended March 31, 2018, the three and six month periods ended June 30, 2018, the three and nine month periods ended September 30,
2018, and the year ended December 31, 2018, all of which are available on SEDAR at www.sedar.com.
Presentation of Financial Information
The financial statements of STEP are reported in Canadian dollars and have been prepared in accordance with IFRS. All financial information of Tucker Energy Services Holdings, Inc. (“Tucker”) is, and the financial statements of
Tucker included in the Company’s amended and restated business acquisition report dated May 11, 2018, as amended and restated August 2, 2018 (the “BAR”) are, reported in U.S. dollars and have been prepared in
accordance with, or derived from financial statements prepared in accordance with, United States generally accepted accounting principles (“U.S. GAAP”).
This presentation contains pro forma financial information giving effect to the acquisition by the Company of Tucker (the “Tucker Acquisition”). Readers are cautioned such pro forma financial information includes information from
the financial statements of Tucker included in the BAR and internal financial statements prepared by Tucker for financial periods not included in the BAR, which have not been reviewed by Tucker’s auditors and which were
prepared in accordance with U.S. GAAP. STEP completed a review of potential adjustments needed to conform Tucker’s historical financial statements to STEP’s and concluded that there were adjustments required to conform
the Tucker financial statements to IFRS. STEP is performing a further review and comparison of the accounting policies of STEP and Tucker. From that review, STEP may identify additional differences between the accounting
policies of the two companies that, when conformed, could have a material impact on the financial statements of STEP. The pro forma financial information contained in this presentation has been prepared using certain of
STEP’s financial statements as well as certain of Tucker’s financial statements as more particularly described in the notes to the STEP pro forma financial statements included in the BAR and in the footnotes to the tables in
Exhibit A and throughout this presentation. Actual results may differ from those presented in such pro forma financial information.
Unless otherwise indicated, in this presentation all references to “dollar”, “$” or “C$” are to the Canadian dollar and all references to “U.S.$” are to the United States dollar.
Abbreviations
Additionally, this presentation makes use of the following abbreviations: boe/d
CAGR

barrels of oil equivalent per day
compound annual growth rate

frac
ft

fracturing
feet

HP
mm

horsepower
millions

THE STEP WAY
It’s not the equipment we own, or the services we
provide that set us apart. Our coiled tubing
procedures, our fracturing methods, and our N2
and fluid pumping processes are what they
should be, industry leading.
What sets STEP Energy Services apart is the
culture we’ve created. It’s a culture of
professionals who know safety is something you
practice every single day, whether you’re on site
or off; who understand trust isn’t something our
clients owe us, it’s something we have to earn;
who possess the discipline required to execute
complex tasks well, and who most importantly
understand the possibilities that are unearthed
when you’re engaged in your work. By putting
those values at the forefront we’ve built a culture
that attracts and retains the best our industry has
to offer, because we believe our clients deserve
nothing less.
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STEP Overview

Leading Specialized Coiled Tubing and Fracturing Service Provider
OVERVIEW

CANADIAN & U.S PRESSURE PUMPING / COILED TUBING MARKETS

 STEP is a technically focused, oilfield

service company providing specialized
coiled tubing and associated pressure
pumping and support equipment to service
the deep horizontal well market in Western
Canada, Texas, Louisiana and Oklahoma

 Third largest pressure pumping company

in Canada as measured by horsepower,
and has one of the largest, new fit-forpurpose coil fleets in North America

 The Company continually develops and

deploys technology, STEP-IQ™ real time
data services including fiber optics and ecoil technology, STEP-PLEXTM diverting
agents, and the STEP-XPRS integrated
spread, in order to compliment its core
pressure pumping and coiled tubing
service offerings

- STEP Head Office

- Plays

- STEP Service Centre
Anadarko Basin

ARIZONA
BRITISH COLUMBIA

STACK
NEW MEXICO

ALBERTA

Woodford Shale
Barnett Shale

SCOOP
Dallas

Ft. McMurray

Montney

Duvernay

Deep Basin

Permian

TEXAS

LOUISIANA

Houston

Edmonton

Haynesville

Eagle Ford
Calgary
SASKATCHEWAN

FINANCIAL & OPERATIONAL SUMMARY
Q1 2019 REVENUE(1)

Q1 2019 EQUIPMENT FLEET(1)
Canada

U.S.

490,000 HP(2)

26 Spreads

Fracturing
Coiled Tubing

192,500 HP

12 Spreads

297,500 HP

14 Spreads

Potential Fracturing
Horsepower

Coiled Tubing Spreads

$176 mm

Canada

$176 mm

U.S.

Cross-border completions specialist with a modern coiled tubing and pressure pumping asset base
1.
2.

As at March 31, 2019
Reflects total available horsepower as of Q1 2019
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Corporate Strategy

Fit-for-Purpose
Equipment

STRONG FIELD
AND
BUSINESS
EXECUTION

Comprehensive
Business Model

High Performance
Culture

STEP has established a tier 1 client base through a focus on safe, flawless field execution
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Proud Track Record of Growth

Prudently Managing Active Fracturing and Coiled Tubing Equipment
SUCCESSFULLY GREW THE COMPANY AND GAINED MARKET SHARE
• Canadian Coiled Tubing – one coil spread in 2012 to 14 coil spreads (9 currently operating)
• U.S. Coiled Tubing – zero coil spreads in 2014 to 12 coil spreads (9 currently operating)
• Canadian Fracturing – total of 297,500 HP (225,000 HP currently operating)
• U.S. Fracturing – total of 192,500 HP (142,500 HP currently operating)

Active U.S.

Available Canada

Active Canada

Total Coiled Tubing Fleet (#)

Available U.S.

STEP Fracturing Capacity

4

3

8

9

6
2

14
9

12

4
5

12

5

13
9

9

Active Canadian HP

Available Canadian HP

Active U.S. HP

Available U.S. HP

298

2013

2014

2015

2016

2017

2018

Q1 2019

490

490

50

50

143

143

89

73

73

209

225

225

2017

2018

Q1 2019

298

198
115
65
50

1
2012

Total Canadian Fracturing Capacity (000s HP)

STEP’s Deep Capacity Coiled Tubing Fleet

2015

100
2016
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Technology Focused Asset Base

Continued Investment in Mechanical, Digital, and Chemical Technology Solutions

STEP-IQ™ Real Time Data Services

Bi-Fuel Fracturing Fleet



As a part of STEP-IQ™, e-coil is an integrated solution to convey real-time analysis
of horizontal completion and production operations which allows for normal coiled
tubing operation with the option of controlling through-tubing electric tools



STEP has the largest bi-fuel (can run on either diesel or natural gas)
fleet in Canada, representing approximately 117,500 HP, or 24% of
STEP’s total fleet(1)



STEP’s e-coil provides clients added efficiencies via being able to analyze downhole conditions directly at the source vs. the wellhead which drives efficiencies both
in current and future projects



Strong client demand given reduction in more costly diesel consumption
by up to 65% which lowers operating costs and environmental impact

Example:
Inspection
of ruptured
casing

Example:
Real-time
camera view
of frac balls

STEP-PLEXTM Diverting Agents
Unique multi-modal diverting agent that combines a number of environmentally
friendly, slow degrading solids used as temporary blocking agents.



STEP-PLEXTM has various applications in both the recompletion of existing
wells and the initial completion of new wells which contributes to increased
overall well performance (production & reserves)

Compact, integrated fracturing and coiled tubing
spread to enhance efficiency and versatility and
improve economic efficiencies



Includes a 4-in-1 EPIC (electric power integrated
combo) unit (hydration unit, chemical storage, data
van and blender), reducing the amount of
equipment and professionals on lease by 30% and
rig-in times by 10%

Predictive Maintenance (PdM) = Reduced Non-Productive Time (NPT)

+

Rate
(boe/d)

Additional
Reserves
Time

1.



Regardless of service line, STEP maintains a predictive maintenance approach to
ensure clients are not affected by equipment downtimes

Refrac Event

Rate
(boe/d)



STEP-XPRS Spread

Calculated vs. total horsepower of STEP’s current 490,000 HP fleet.

Oil Sampling

Maintenance Department helps to reduce
NPT by focusing on predictive and
preventative maintenance techniques and
utilizing root cause and post failure
strategies

+
+

Vibration
Analysis
Thermal
Imaging
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Actively Involved in Communities, the Industry and the Environment
COMMUNITY, CHARITY & INDUSTRY CONTRIBUTIONS
• Annual Christmas Spirit Campaign
− STEP challenges its service centers and professionals to fundraise or
make a community impact to those less fortunate
− Examples: Blackfalds Christmas Bureau, Calgary Women’s Shelter,
West Texas Food Bank, Children’s Alliance of South Texas
− Since inception, STEP’s Christmas Spirit Campaign has raised over
$160,000 for charities across North America
• Various community / charitable events and activities lead by STEP
professionals that fulfill our corporate sponsorship aspirations:
− Steps for Life, Medicine Hat Foodbank, Fallen Worker Tribute, Big
Brothers & Sisters, Aspire Special Needs
• Red Deer College – Gary W. Harris Canada Games Center
− Supports the Red Deer community with a recreation, learning and
special event facility for years to come

ENVIRONMENTAL INITIATIVES
L
• Largest
bi-fuel fracturing fleet in Canada (natural gas substitution)
− 14.3% of fracturing treatments in the last 12
months utilized bi-fuel
▪ 40% to 60% substitution equates to 15% to
21% reduced CO2 emissions
• Innovative equipment designs to reduce
impact of transportation
− Resulting in fewer trucks on the road (sand hauling and Viking
spreads)
• Future coiled tubing unit designs will have variable RPM controls
− Decreases fuel burn as a function of hydraulic requirements
• Reduce / reuse / recycle fresh water requirement with specialty
chemicals (VFR-101)

− RDC Engineering Technology Capstone Competition
• Stars and Spurs Gala – PSAC event
− PSAC raised over $1.1 million at the 2018 event
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Full Year 2018 Financial Review
RESULTS

• Closed the U.S. fracturing acquisition on April 2, 2018
- U.S. fracturing contributed $202.8 million of revenue in 2018
• Results impacted by client budget exhaustion in the fourth quarter and commodity volatility
• Responded by right-sizing deployed assets and overhead to match expected utilization
• Financial results further impacted by goodwill write-down at December 31

($000s except percentages and per share amounts)

Year ended
December 31,
2018

2017

Consolidated revenue

$

781,763

$

553,220

Net (loss) income attributable to shareholders

$

(39,304)

$

57,718

Per share-basic

$

(0.60)

$

1.02

Per share-diluted

$

(0.60)

$

1.00

$

117,637

$

123,584

Adjusted EBITDA

(1)

15%

Adjusted EBITDA % (1)

22%

As at December 31,
($000s except shares and per share amounts)

2018

2017

Cash and cash equivalents

$

364

$

36,859

Working capital (including cash and cash equivalents)

$

67,158

$

121,032

Debt net of cash

$

252,077

$

-
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First Quarter 2019 Financial Review
RESULTS

• Slow start to the year in Canada, coupled with unusually cold weather in February
- Baseline activity was supported by several key strategic contracts
• Strong demand for U.S. coiled tubing was tempered by new competition
• U.S. fracturing work was intermittent in the first half of the quarter, growing stronger in the second half
• Aggressive cost control contributed to margin percentage maintenance in Canada
• Debt covenants renegotiated during the quarter onside with all covenants at quarter-end

($000s except percentages and per share amounts)

Three months ended March 31,
2019

2018

Consolidated revenue

$

176,469

$

187,593

Net (loss) income attributable to shareholders

$

(602)

$

18,416

Per share-basic

$

(0.01)

$

0.30

Per share-diluted

$

(0.01)

$

0.29

$

26,617

$

41,780

Adjusted EBITDA (1)

15%

22%

As at March 31,

As at December 31,

2019

2018

Adjusted EBITDA % (1)

($000s except shares and per share amounts)

Cash and cash equivalents

$

7,040

$

Working capital (including cash and cash equivalents)
Debt net of cash

364

$

77,787

$

67,158

$

245,431

$

252,077
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2019 Priorities
SERVICE AND EXECUTION
• Provide best-in-industry service quality and value to clients
• Partner and work with clients to better understand their business metrics and
implement optimization strategies to deliver on their priorities

INNOVATION AND TECHNOLOGY
• Leverage modern, high-spec equipment with the latest integrated electronics and
technology platforms to service clients
• Harness digital technology to boost operational efficiencies and automate internal
processes reducing costs and improving value to the clients

FINANCIAL PRUDENCE AND CAPITAL DISCIPLINE
• Right-size operations based on market demand to focus on economic returns on
capital employed
• Maintain conservative level of capital expenditures
• Previously announced $48 million of primarily maintenance capital unchanged
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2019 Operational Outlook
CORPORATE
•

Strong first quarter results exceeded expectations due to STEP’s ability to adapt and implement optimization strategies throughout the
quarter

•

Strategic and deliberate focus on acquisition of client contracts with broad work programs enhanced visibility on future-performance
and utilization

CANADIAN OPERATIONS
•

Active operating equipment of 225,000 HP (117,500 HP with bi-fuel capabilities) and nine coiled tubing units

•

“Made in Canada” challenges continue to prevent industry from hitting full-stride

•

Visibility to second half of year is better as current commodity prices produce stronger client cash flows, enabling capital program
support, however, clients remain disciplined regarding H2 activity

•

Focus remains on providing best quality of service and value to clients while managing costs and optimizing pricing and utilization of
manned equipment in order to improve returns

U.S. OPERATIONS
•

Active operating equipment of 142,500 HP and nine coiled tubing units

•

Texas pipeline-related egress issues and capital discipline from client have tempered demand; egress challenges expect to be alleviated
in second half of 2019

•

Regional redeployment of fracturing assets in the first quarter has provided line of sight to improved utilization extending into the later
part of the year

•

Expected reactivation of fourth fracturing services crew in Q2 to deliver intermittent spot work for major clients projected to result in
higher fleet utilization as year progresses
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Thank You

