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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.
The financial statements of STEP are reported in Canadian dollars and have been prepared in accordance with IFRS. 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.
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 forward-looking 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 each reporting period
between the three and six month periods ended June 30, 2017 and the three and six month periods ended June 30, 2019, all of which are available on SEDAR at www.sedar.com.
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STEP Energy Services Overview
Overview

Canadian and U.S. Pressure Pumping / Coiled Tubing Markets
Anadarko Basin

Technically focused, oilfield service
company providing specialized coiled
tubing and associated pressure
pumping and support equipment

ARIZONA

STACK

BRITISH COLUMBIA

NEW MEXICO

Woodford Shale
Barnett Shale

SCOOP

ALBERTA

Dallas
Ft. McMurray
Montney

Permian
TEXAS

Concentrated on the deep horizontal
well markets in Western Canada,
Texas, Louisiana and Oklahoma

Duvernay

The largest North American, largediameter, extended reach coiled
tubing fleet

LOUISIANA

Haynesville
Eagle Ford

Calgary

Deep Basin

One of the largest pressure pumping
companies in Canada with
approximately 15%-20% of the
market, as measured by hydraulic
horsepower

Houston

Edmonton

SASKATCHEWAN

Plays

STEP Head Office

Q2 2019 Equipment Fleet1
Canada

490,000 HP
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STEP Service Centre

Year-To-Date 2019 Revenue1

U.S.
29 Spreads

Fracturing

49%

Coiled Tubing

$363 mm
192,500 HP

Continually develops and deploys
innovative technology to compliment
core pressure pumping and coiled
tubing service offerings

13 Spreads

51%

28%

Canada
297,500 HP

Potential Fracturing
Horsepower
1. As at June 30, 2019
2. Reflects total available horsepower as at June 30, 2019 and includes 122,500 HP that STEP has available
for deployment (some of which may require capital for maintenance and refurbishment)

16 Spreads

U.S.

$363 mm
72%

Coiled Tubing
Spreads
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STEP Energy Services Strategy Execution

Efficiency and Performance Through Advanced and Digital Technology (ADT)

Differentiated Field and Business Execution Driving Strong Results

Disciplined Asset Deployment to Optimize Utilization

Diligent Cost Management Focus

Engaged Professionals Deliver Exceptional Service and Exceed Client Expectations
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Efficiency & Performance Through Advanced & Digital Technology (ADT)
Resourcing and Delivering Technology Solutions
Dedicated resources and highly involved executive sponsors
focused on innovation, research and delivery

STEP-conneCT

Part of the STEP-IQ™ suite of products and services

STEP-IQ™ suite of products and services centered around
real-time data services

Utilizes STEP e-coil

Predictive technologies around repair and maintenance to
improve efficiencies and prevent failures

Allows operators to evaluate critical job parameters to make
instant decisions

Digital technologies to enhance information delivery flow
among clients, suppliers, STEP field professionals and
executive management

Downhole tool that provides reliable, real-time data

Measures parameters such as pressure, weight on bit,
torque, inclination, temperature, and vibration
Reduces non-productive time and execution risk

Launched an online bi-fuel savings calculator to allow clients
to calculate estimated costs savings utilizing STEP’s bi-fuel
fracturing fleet
Technologies to drive performance with environmental
sustainability benefits (STEP-XPRS)

STEP is Laying the Foundation for Digital
and Technological Advancements in the
Energy Services Industry
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Differentiated Field and Business Execution Driving Strong Results
Second Quarter and First Six Months of 2019

Second Quarter 2019 Highlights

Q2’19 vs. Q2’18
(12.0%)

6M’19 vs. 6M’18
(12.4%)

Average U.S. Land Rig Count1

(5.3%)

0.9%

Average Canada Land Rig Count1

(24.4%)

(29.9%)

Q2’19 vs. Q2’18
1.1%

6M’19 vs. 6M’18
(2.5%)

Competitor A

(21.1%)

(19.8%)

Competitor B

(36.0%)

(25.7%)

Q2’19 vs. Q2’18
(3.6%)

6M’19 vs. 6M’18
(25.3%)

Competitor A

(44.9%)

(42.4%)

Competitor B

NMF3

(77.7%)

Market Indicators
Average WTI Oil Price

Revenue
STEP Energy Services

Adjusted EBITDA2
STEP Energy Services

Similar second quarter results compared to
second quarter of last year, under much more
challenging market conditions
Total revenue of $187 million, up 1% from prior
year second quarter

Total adjusted EBITDA of $20 million, with
positive EBITDA for Canada
STEP record for proppant pumped per operating
day in Canada
Improvements in utilization and steady revenue
per day relative to the first quarter of 2019 for
U.S. Operations
Deployed a second STEP-XPRS unit in Canada

Q2’19
$17.0

6M’19
$34.0

Competitor A

$3.1

$43.9

Competitor B

($14.5)

$10.9

Cash Flow from Operations4
STEP Energy Services

1.
2.
3.
4.

Positive working capital of $87 million, an
increase from $67 million at the end of 2018
Amended our credit facility to extend the
maturity to June 2022

Source: Baker Hughes Rig Count
See “Non-IFRS Measures” for STEP Energy Services; Competitor A and Competitor B Adjusted EBITDA was taken directly from public documents
NMF – Not Meaningful
Excludes changes in non-cash working capital
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Disciplined Asset Allocation to Optimize Utilization
Managing Our Staffed Capacity
Optimizing asset deployment to navigate
through the challenges and uncertainty
in our markets

Anadarko Basin

Remain nimble to pivot to areas of focus
to maximize utilization

STACK

Woodford Shale

NEW MEXICO

Have available equipment for quick
response when markets improve

Barnett Shale

SCOOP

Redeployed
Fracturing
Spreads

Dallas

Active and Available Equipment
4

50

Permian
TEXAS

9

143

Redeployed
Fracturing
Spreads

Houston
LOUISIANA

Haynesville

73
7
Eagle Ford

225
9
Coiled Tubing
(# Units)

Fracturing
(‘000s HP)

Available Canada

Available U.S.

Active Canada

Active U.S.

Fracturing Spreads Upon Tucker Acquisition

STEP Service Centre
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Diligent Cost Management Focus
Contributing to Performance
Reductions in overhead and G&A spending,
aligned with a reduced market activity and
outlook, reflected in margin performance

Adjusted EBITDA1 Margin
STEP Energy Services

Q2’19
10.9%

6M’19
12.9%

Competitor A

10.5%

9.9%

Competitor B

(13.0%)

3.4%

Right-Sizing for a Competitive Marketplace
Management and operations teams doing an excellent job executing on cost control and efficiency initiatives
Reduced overhead positions and field staffing to bring expense levels inline with current market activity and outlook
Reduced staffed equipment to meet demand expectations; during Q2’19:

- Canada Coiled Tubing – staffed nine of the available 16 units - Canada Fracturing – staffed 225,000 of the available 297,500 HHP
- U.S. Coiled Tubing – staffed nine of the available 13 units

- U.S. Fracturing – staffed 142,500 of the available 192,500 HHP

Intermittently utilized a fourth fracturing spread in the U.S. to help fill work volumes with our larger clients during the second quarter with
available professionals; however, there is not enough certainty around activity levels to justify staffing a fourth spread on a full-time basis
Capital budget management to maintain reliability and maintenance, while monitoring activity levels to adjust investments

1. See “Non-IFRS Measures” for STEP Energy Services; Competitor A and Competitor B Adjusted EBITDA was taken directly from public documents
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Engaged Professionals Deliver Exceptional Service and
Exceed Client Expectations
Exceptional Service
With a strategic focus on continuous improvement,
excellent client and STEP collaboration, technology,
scale, and equipment utilization, STEP has achieved:

Exceed Client Expectations
“The STEP team delivered consistent, high quality results throughout
the job. The experienced crews maintained a positive attitude and
were quick to make adjustments when necessary. STEP’s equipment
is first class and well maintained. Most importantly, their team
showed a strong commitment to their safety first culture.”
- Rosewood Resources, Vice President of Operations

Increased average
pumping hours per day

Decreased nonproductive time (NPT)

“While supplying a 100% bi-fuel fleet, STEP was able to achieve
substitution rates of approximately 45% during fracturing operations
over several pads. This turned into considerable fuel savings for us
and helped to further reduce completion costs. In a challenging
environment, where a huge amount of effort is put into controlling
costs, this strategy provided immediate, noticeable results, reducing
our fuel cost by approximately 25%.”
- Seven Generations, Completions Engineer

Improved pump-tomaintenance time

Reduction in fluid end
washout failures

“Thanks to Kicking Horse and STEP, we far surpassed our previous
record of sleeves installed and sleeves shifted in a single trip. It’s a
testament to the reliability of our Multistage Unlimited pinpoint
technology and to the outstanding teamwork on this milestone
project.”
- NCS Multistage, Chief Operating Officer
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Debt* Repayment and Optimizing Cash Flow
Overview
Utilization of free cash flow to reduce outstanding debt
Thoughtful capital budget management and effective cost controls
During the second quarter of 2019, extended the maturity of our credit facility to June 2022
In August 2019, increased our U.S. operating line to U.S. $20.0 million; the revolving credit facility was correspondingly reduced, leaving
the total available operating lines and syndicated facility unchanged at ~C$350 million
Company in compliance with all covenants

Cash Flow from Operations

Debt Outstanding at the End of Quarter

$ millions

300.0

Down $33 million, or 11%

250.0

Excluding changes in non-cash working
capital, cash flow from operations were:

200.0

Q2’19: $17 million
6M‘19: $34 million

150.0

100.0

50.0

0.0
Q2'18

Q3'18

* Labeled as “Loans and Borrowings” on the balance sheet

Q4'18

Q1'19

Q2'19
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Investment Thesis

High Quality Asset Base
Diversified in Canada and the
United States

Focus on Delivering
and Exceeding
Client Expectations

Exceptional Field and
Business Execution Through
Diligent Asset Deployment

Engaged and Responsive
Management Team

Differentiation Through
Technology and Innovation

Ability to Navigate
Through Challenging and
Uncertain Markets
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Corporate Headquarters
Bow Valley Square II
1200, 205 – 5th Avenue SW
Calgary, Alberta
Investor_relations@step-es.com
www.stepenergyservices.com

