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UPFRONT 

The natural gas industry is in the doldrums, beset with multi-year low prices, 

but there is one “sweet spot” where growth is expected to remain strong. High 

oil and liquids prices continue to encourage explorers to intensify their use of 

horizontal drilling in pursuit of tight oil and natural gas liquids.  

 

We believe the general industry downturn is unlikely to have much impact on 

service providers, such as Leader Energy Services Ltd., which has the 

appropriate logistical profile to take advantage of this ongoing opportunity.  

 

RECOMMENDATION 

Continued strong revenue and EBITDA growth in 2012 for Leader Energy 

Services Ltd. (“Leader Energy” or the “Company”) remain supportive of our 

previous Target Price projection despite a general weakening in overall sector 

valuations. Thus, our Target Price for Leader Energy remains unchanged at 

$1.40. We continue to recommend the shares of Leader Energy as a 

Speculative Buy for risk-tolerant investors. 
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THE COMPANY 
 

Leader Energy Services Ltd. is based in Alberta and provides well-stimulation services across the Western Canadian 

Sedimentary Basin (WCSB).  

 
The Company has three core services lines:  

 
1. Coiled Tubing: A highly versatile product used for a broad range of critical functions during the completion 

stage of drilling an oil or gas well; 

 

2. Nitrogen Services: Used in numerous well stimulation and workover operations; and 

 

3. Fluid Pumping Services: Focused on delivering drilling fluids downhole in conjunction with coiled tubing 

applications. 

 

BACKGROUND 
 
Leader Energy commenced operations in early 2001 and, through a business combination (reverse takeover) with a 

public company in late 2004, it entered the public equity markets on the TSX Venture Exchange. Leader Energy made its 

first significant expansion in early 2005, doubling its coiled tubing and nitrogen pumping capacity. During 2011, the 

Company continued to grow, expanding its coiled tubing, nitrogen, and fluid-pumping fleet. 

 

INVESTMENT CONSIDERATIONS 
 

Strengths 
 

 The Company has a modern and highly-mobile equipment fleet targeting long lateral horizontal drilling applications, 

a “sweet-spot” amid currently sluggish drilling activity in the WCSB. 

 Strategically located near the areas of the WCSB that are presently experiencing high levels of horizontal drilling 

activity. 

 Strong ability to provide competitive pricing for services. 

 Management has full knowledge of the Canadian oil and gas sector, and has a team of well-trained personnel. 

 Recently reduced debt by $6.1 million, resulting in annual cash interest savings of $0.7 million. 

 

Challenges 
 

 Operationally smaller that its competitors. 

 Increasing competition within the horizontal drilling services space.  

 Despite some recent debt reduction, still has relatively onerous debt levels with high interest costs 

 Demand for Company’s services is tied to natural gas and oil prices, which are beyond its control. 

 Future expansion requires additional capital expenditures to build equipment. 

 Small market cap, and thin share-trading liquidity.  
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CORPORATE STRATEGY 
 

Smaller than its competitors, Leader Energy continues to move rapidly to secure a growing piece of the booming 

horizontal drilling market by expanding its coiled tubing capabilities. An essential tool in horizontal drilling applications, 

coiled tubing is a highly versatile piece of equipment that can transfer gases, like nitrogen, and fluids, as well as down-

hole tools into the highly deviated well-bores characteristic of horizontal wells. Recently, Leader Energy has focused on 

expanding its deeper and larger diameter coil capabilities, which are currently realizing higher day rates. Approximately 

85% of the Company's revenues are derived from horizontal oil and gas liquids drilling activity.  

 

The Company counted over 100 exploration and production companies as clients in 2011, with the top 20 representing 

75% of revenues. 

 

OPERATIONS & SERVICES 
 

Leader Energy offers three service lines focused on the completion/production phases of oil and natural gas wells: 

1. Coiled Tubing; 

2. Nitrogen Pumping; and 

3. Fluid Pumping.  

 

These operations are preformed by a specialized fleet of equipment. The Company’s in-house engineering, design, and 

procurement supports the manufacturing of this equipment. During 2011, Leader Energy spent over $5 million on capital 

expenditures, and plans to spend an additional $3.5 million on fleet expansion during 2012 to increase further its larger 

diameter coiled tubing and fluid pumping service capabilities. The following chart outlines this growth. 

 

Figure 1: Fleet Growth 
 

 
While Leader Energy’s service area extends across the WCSB, the Company's focus is on northwest Alberta and 

northeast British Columbia. All of these activities are supported from an operational base in Grande Prairie, Alberta, 

from where a 24-hour dispatch ensures fast response to service requests. 
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1. Coiled Tubing 
 

Coiled tubing is a highly versatile piece of equipment that can be used to perform a broad range of critical functions 

required during the completion stage of drilling of an oil or gas well. It consists of metal piping, normally 1" to 3.25" in 

diameter, which is flexible enough to be stored and transported on a large spool. It is commonly used to transfer gases, 

like nitrogen, well-flushing fluids, as well as down-hole tools into the highly deviated well-bores characteristic of 

horizontal wells.  

 

It is a tool that is rapidly replacing wire-line rigs because the tube is rigid enough that it can be pushed directly into the 

well-hole without having to rely on gravity as is the case with wire-line. They also have the advantage of being deployed 

while the well remains in operation, thus limiting downtime for the well operator. While there are now many coiled tube 

operators, from large oilfield service companies to small “mom and pop” now active in the WCSB, the market remains 

far from saturated at this stage. 

 
As of March 31, 2012, the Company has six coiled tubing units, plus one reel trailer capable of 2 3/8” deep coil 

applications. Three of these coiled tubing units and one reel trailer are classified as “deep” coil units. The most recent 

addition to the fleet was a new 2 3/8” deep coiled tubing unit which was added in February 2012. Current plans call for 

the addition of another  2 3/8” deep coiled tubing reel trailer during Q3/2012.  

 

COMMENT: With current horizontal drilling trends now favouring greater lateral length to wells, coiled tubing units 

that have greater overall length and tube diameter are experiencing very high demand owing to their ability to reach 

such lateral lengths and still exert sufficient force to perform the required operation. Leader Energy's recent and 
planned additions of high-depth capability coil units should allow it to take advantage of the higher day rates and 24 

hour utilization cycles now typical for deep coil units. This should further boost revenues and margins in 2012. 
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2. Nitrogen Services 
. . .             .         .                           

 

Nitrogen (N2) is an inert (non-reactive) gas that is pumped into a well-bore to improve the safe recovery of introduced 

and produced fluid, allowing oil or gas to flow more easily from the well while reducing the potential of formation 

damage. It is an intrinsically safe, flameless process providing an efficient way of vaporizing liquid nitrogen. 

 

 

Nitrogen units can work in conjunction with coiled tubing units, or on stand-alone jobs. It is used in numerous well 

stimulation and workover operations over the life of the well including well blow-downs, foam cement jobs, and CT 

purges. 

 

Leader Energy is an industry leader in western Canada in flameless nitrogen pumping. Supply is strategically located 

close to operational areas in Company-owned nitrogen silos in Hinton and Grande Prairie, in Alberta. The Company's 

nitrogen services are priced according to the geographical location of the well site. Leader Energy currently has 7 

nitrogen units in its fleet, with no plans to add any additional units in 2012. 

 

3. Fluid Pumping 
 
In December 2010, Leader Energy added a specialized high-pressure pumping unit to its fleet that is capable of pumping 

drilling fluids down-hole in conjunction with coiled tubing operations. These operations include: activation of down-hole 

motors used in drilling out composite plugs in horizontal sections; chemical injections; scale clean-outs; and well 

turnovers. 

 

During Q1/2012, the Company added two additional fluid-pumping units to its fleet, and plans call for the addition of 

one more unit during 2012. 
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4. Seasonality Impact 
 

All of the Company's operations are carried out in Canada. The ability to move equipment amongst oil and natural gas 

fields is dependent on weather conditions. Several of the Company’s main exploration and development areas in northern 

and central Alberta and northeastern British Columbia are accessible only during the winter months when the ground is 

frozen enough to support its equipment. The timing of freeze-up and spring break-up affect the Company’s ability to 

move equipment in and out of these locations.  

 

Late March through May is typically the slowest time for operating activities as wet weather and the spring thaw make 

the ground unstable. Municipalities and provincial transportation departments enforce road bans that restrict the 

movement of service equipment. This reduces activity levels and places increased importance on the location of the 

Company's equipment prior to imposition of the road bans. The timing and length of road bans is dependent on the 

weather conditions leading to the spring thaw and weather conditions during the thaw period. In 2011, warmer than usual 

weather conditions during the spring thaw period sharply curtailed revenues and income during the second quarter. 

 

COMMENT: Like 2011, 2012 is proving to be unusual as well. Although the unexpected warm weather in March and 
subsequent early spring break-up affected all operators to some extent, Leader Energy was not impacted that much. 

Around the Company’s operating base at Grande Prairie, the ground is now drying out quite well, such that when 

activity picks up, probably after the May long week-end, the Company should be “ready to go”. 

 

OUTLOOK 
 

While industry forecasts at the start of 2012 had been calling for a modest increase in overall drilling levels compared to 

2011, the recent collapse of natural gas prices to a 10-year low prompted a sharp downward revision in forecasts by early 

April 2012. Compared to the 12,900 wells drilled in the WCSB in 2011, forecasters now expect only 11,500 wells to be 

drilled this year since oil and gas producers are expected to cut expenditures by approximately $3 billion, to about $33.1 

billion compared to last year’s $36.1 billion. 

 

However, there is one area of drilling activity that constitutes an industry “sweet-spot” amidst the overall slowdown: the 

continuing strong growth in horizontal drilling activity connected with the development of “tight” oil deposits and gas 

plays that are liquids rich. In 2005, only 28% of oil wells drilled had horizontal legs. By 2011, that percentage had 

increased to over 80%.   

 

Tight oil formations represent a major untapped resource in the WCSB. Exploration companies have already booked 

about half-billion barrels of proven reserves of light sweet crude oil contained in these reserves, enough to support at 

least ten years of production. One estimate suggests that “tight” formations in the WCSB could hold as much as 40 

billion barrels of original oil in place (OOIP).  

 

Significant demand for ethane by the Alberta petrochemical industry is one of the key factors supporting continued 

drilling of so-called “wet” gas wells rich in this and other gas liquids. Ethane is used to make ethylene, an important 

building block in the manufacture of chemicals, particularly plastics. 

 

Persistently higher oil and liquids prices are continuing to promote strong growth in drilling activity targeting these 

hydrocarbons. This entails more logistically intense efforts involving longer lateral legs and greater fracking density. 

These wells generally have paybacks of 8 to 12 months, but decline rates of 50% to 60% in the first year.  Exploration 

and production customers need to continue drilling to replace rapidly declining production.  

 

COMMENT: This is the new dynamic of the WCSB, resulting in greater need year-over-year for oilfield services. 
Specialized operators, like Leader Energy, should continue to benefit from this trend. Currently, approximately 85% of 

Leader Energy's revenues are derived from horizontal-oil and liquids-rich drilling activity in both established and 

emerging plays. 
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Leader Energy has seen the trend toward 24-hour operations in the majority of its deep coiled tubing operations, which 

has improved equipment utilization and corresponding margins.  

 

COMMENT: Coiled tubing and affiliated services are in high demand, and this is expected to continue through 2012. 

 

VALUATION 
 

We have chosen the EV/EBITDA valuation ratio in the context of a Peer Comparison analysis to derive an Intrinsic 

Value and Target Price for Leader Energy. (EV, or Enterprise Value, is defined as Market Capitalization [stock price x # 

shares o/s] plus Total Debt minus Cash and Equivalents. 

 

COMMENT: The EV/EBITDA ratio is one of the most widely used valuation ratios currently in use. Its popularity rests 

with a key advantage that it has over the similarly popular Price/Earnings ratio: it is unaffected by the nature of the 

company's capital structure. It compares the value of the business (equity+debt-cash) to earnings before interest, taxes 

and depreciation/amortization (EBITDA). 

 

Using the EV/EBITDA ratio is a more suitable measure for valuing Leader Energy at this juncture than the 

Price/Earnings or the Price/Book ratios. 

 

1. Peer Comparison 
 

To derive an appropriate EV/EBITDA ratio for Leader Energy, we have elected to calculate an average of this value 

based on a suitable sample of peer companies within the oil field services industry. 

 

Our selection of peers is comprised of the following companies: 

 

CWC Well Services Corp. (CWC – TSX.V) 
 

CWC Well Services Corp. is a well-servicing company operating in the Western Canadian Sedimentary Basin with a 

complementary suite of oilfield services, including service rigs, coil tubing, snubbing, nitrogen, and well-testing.  

 

Bonnet's Energy Corp. (BT - TSX) 
 

Bonnett's Energy Corp. is a provider of completion and production services to the oil and gas industry, comprising wire-

line, production testing, fishing, swabbing, and well stimulation services, as well as oilfield rentals. The Trust has a fleet 

of 60 wire-line units, 16 production testing packages, and 8 nitrogen pumping units operating in 12 different locations, 

from Fort Nelson in northeastern British Columbia to Estevan in southeast Saskatchewan.   

 

Essential Energy Services Ltd. (ESN - TSX) 

 

Essential Energy Services Ltd. provides oilfield services to oil and gas producers in western Canada related to the 

ongoing servicing of producing wells and new drilling activity.  Services include well completion and production 

workovers. The Company operates the largest coil tubing well service fleet in Canada supported by nitrogen pumpers. 

Essential Energy also provides a full range of down-hole tools in connection with multi-stage fracturing activities. 
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The results of our comparative analysis are presented in the following table. EBITDA values are expressed on a trailing 

twelve month (TTM) basis, and balance sheet valuations for each company are as of year-end 2011. 

 

Table 1: Peer Comparison Analysis 

 

Company Price

Balance Sheet 

Data As Of

Shares O/S 

(Basic) Mkt. Cap. Net Debt

EBITDA 

(TTM)

EV/EBITDA         

(TTM)

CWC Well Services Corp. $0.84 Dec 31, 2011 156,444,077 $131,413,025 $49,708,000 $28,481,000 6.36

Bonnet's Energy Corp. $3.84 Dec 31, 2011 14,374,000 $55,196,160 $34,514,000 $24,130,000 3.72

Essential Energy Services $2.30 Dec 31, 2011 123,689,568 $284,486,006 $87,010,000 $72,386,000 5.13

                               Peer Group Average: 5.07

Leader Energy Services $0.49 Dec 31, 2011 29,378,000 $14,395,220 $22,496,000 $9,186,000 4.02

 
Source: eResearch 

 

Based on this analysis, the average EV/EBITDA ratio value for the peer companies in our sample is 5.07x. Leader 

Energy's EV/EBITDA ratio is currently well below this Peer Average at 4.02x. We would attribute this discount to the 

Company's relatively high current debt level. 

 

2. Target Price Determination 
 

Based on the detailed pro-forma forecasts of Leader Energy's Income Statement and Balance Sheet, which are presented 

in the Financial Statements section of this report on page 11, we have derived specific estimates of EBITDA and debt 

and cash positions for 2012. Using these values, we have prepared an estimate of market capitalization value for Leader 

Energy based on the EV/EBITDA ratio. The details of our analysis appear in the following table.  

 

Table 2: Target Price Estimate – EV/EBITDA Ratio 
 

EV/EBITDA Ratio 4.00 4.25 4.50 4.75 5.00

EBITDA (2012 Forecast) $11,700 $11,700 $11,700 $11,700 $11,700

Net Debt (2012 Forecast) $11,221 $11,221 $11,221 $11,221 $11,221

Implied Market Capitalization $35,579 $38,504 $41,429 $44,354 $47,279

Shares O/S (Basic) 29,378 29,378 29,378 29,378 29,378

Per Share Value (Fully Diluted) $1.21 $1.31 $1.41 $1.51 $1.61  
 
We have chosen an EV/EBITDA ratio of 4.50 for Leader Energy, below the peer average, to reflect the higher risk 

associated with the Company’s smaller operating size and its above-average debt levels relative to its peers. Based on 

this valuation approach ,we derive a Target Price for Leader Energy shares of $1.41. We therefore believe it is 

appropriate to retain our original Target Price of $1.40 for Leader Energy's shares. 
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FINANCIAL REVIEW 
 

Financial Year End:  
 

December 31 

 

Revenue and Income 
 

 For the year ended December 31, 2011, the 29% increase in revenue to $34.2 million mainly reflects the increase in 

horizontal drilling activity requiring deeper and larger diameter coil applications, which translates to higher day 

rates. 

 

COMMENT: Looking ahead to 2012, the continued growth in horizontal drilling activity in the WCSB, combined with 
Leader Energy's recent fleet additions and price increases, should produce further strong revenue gains. We expect 

revenues to rise by 20% in 2012 to exceed $40 million for the full year. 

 

 In 2011, EBITDA came to $9.2 million, a 28% increase over the $7.2 million reported for 2010. The Company 

reported income from continuing operations of $1.8 million, which includes a one-time loss on the settlement of its 

convertible debenture in the amount of $1.4 million. Excluding this loss, the Company reported income from 

continuing operations of $3.2 million, compared to income from continuing operations of $2.0 million reported for 

the year ended December 31, 2010.  

 

COMMENT: As a result of recent increases in operating costs due to tight labour markets and the increased intensity 

of operations, we expect a modest contraction of the EBITDA margin this year to 26.8%. However EBITDA should still 
increase by 26% this year to $11.7 million. Earnings per share (EPS) is projected to nearly double to $0.19, despite the 

recent share issue which increased shares outstanding by more than 50%. Looking ahead to 2013, EBITDA growth of 

25% -30% could be achieved as this year's investments in new equipment begin paying off. 

 

Cash Position & Working Capital 

 

 The Company’s cash position dipped slightly to $2.13 million at the end of 2011 compared with $2.43 million at the 

end of 2010. Working capital increased to $6.4 million from $5.8 million.  

 

Long-Term Debt 

 

 In March 2012, $6.1 million current long-term debt was repaid from the proceeds of an earlier equity issue. This 

transaction reduced the outstanding debt on this facility to $8.9 million and cut annual cash interest charges by 

$730,000.  

 

COMMENT: Further moves to refinance this existing debt, which currently carries a 12% interest rate, remains a 

distinct possibility in 2012. Additional principal reduction payments on this debt also seem likely, which we have 

conservatively estimated at $3 million in 2013. 

 

Equity Capital 

 

In March 2012, Leader Energy raised $6.85 million in new equity capital through the issuance of 9,790,000 common 

shares at an issue price $0.70 per share 
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Share Structure (as of May 8, 2012) 
 

Current Issued and Outstanding Shares 29,378,000 

Stock Options 1,644,000 

Warrants 4,250,000 

Fully Diluted 35,272,000 

 

● Warrants: The 4,250,000 warrants currently outstanding were all issued in connection with the $15 million three-year 

secured debt facility that was arranged in February 2011. Four million of the warrants have a conversion price of 

$0.65 and a term of three years, and the remaining 250,000 warrants have a conversion price of $0.60 and a two-year 

term. Currently, all of these warrants are out-of-the-money. 

 

● Options: There are 1,767,000 stock options outstanding. We are not anticipating much, if any, exercise of warrants 

during 2012.  

 

Options Exercise Weighted Average Potential

Number Price Life (Years) Comment Equity

982,000 $0.12 2.60 In-the-Money $117,840

125,000 $0.31 3.59 In-the-Money $38,750

375,000 $0.55 3.79 Out-the-Money $206,250

185,000 $1.05 4.05 Out-the-Money $194,250

30,000 $0.62 4.39 Out-the-Money $18,600

70,000 $0.82 4.64 Out-the-Money $57,400

1,767,000 $633,090

Source: Company and eResearch  
 

 

COMMENT: We do not anticipate any further equity issuance during the remainder of 2012. 

 

Financial Statements 
 

Set out on the following page are abridged historical and pro-forma financial statements of net income/loss; cash flow; 

and the balance sheet. 
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Table 3: Selected Financial Information 
 

Year Ended December 31:

2010 2011 2012E 2013E

Statement of Income/(Loss):

Revenue 26,474 34,219 40,800 51,000

Operating Expenses (15,195) (20,417) (23,900) (30,400)

Operating Income 11,279 13,802 16,900 20,600

Operating Margin 42.6% 40.3% 41.4% 40.4%

General & Administrative Expense (4,185) (4,819) (5,200) (5,824)

EBITDA 7,175 9,186 11,700 14,776

EBITDA Margin 27.1% 26.8% 28.7% 29.0%

Finance Costs (3,165) (3,390) (2,586) (2,110)

Amortization (2,231) (2,520) (2,950) (3,150)

Other Non-Cash Items (3,168) (4,652) (4,550) (550)

Other Income/(Expenses) 3,360 3,187 3,131 (440)

Income from Continuing Operations 1,971 1,811 4,745 8,526

Income from Discontinued Operations 208 31 0 0

Net Income/(Loss) 2,179 1,842 4,745 8,526

Total Shares Outstanding (Basic) 17,215 19,478 29,378 29,378

Weighted Average Shares Outstanding 13,423 19,203 24,428 29,378

Earnings (Loss) Per Share $0.15 $0.09 $0.19 $0.29

Statement of Cash Flow:

Net Income (Loss) 1,971 1,811 4,745 8,526

All Non-Cash Items 5,480 7,375 7,500 3,700

Cash Flow from Operations 7,451 9,186 12,245 12,226

Capital Expenditures (1,996) (4,477) (3,500) (3,500)

Other Investing Items (1,957) (2,394) 0 0

Free Cash Flow 3,498 2,315 8,745 8,726

Working Capital Changes (1,919) (1,557) 7,686 9,000

Equity Financing 0 15 6,853 0

Debt Financing (172) (1,069) (4,500) (3,000)

Change in Cash 1,407 (296) 6,539 2,500

Cash, Beginning of the Period 1,023 2,430 2,134 8,673

Cash, End of the Period 2,430 2,134 8,673 11,173

2010 2011 2012E 2013E

Balance Sheet:

Cash 2,430 2,134 8,673 11,173

Other Current Assets 7,664 9,207 9,200 9,963

Property & Equipment 22,221 24,903 25,453 25,253

Other Assets 421 421 500 800

Total Assets 32,736 36,665 43,826 47,189

Current Liabilities 4,306 4,937 5,000 3,500

Other Liabilities 10,752 10,963 10,963 10,300

Debt Obligations 14,174 13,431 8,931 5,931

Total Liabilities 29,232 29,331 24,894 19,731

Shareholders' Equity 3,504 7,334 18,932 27,458

Total Liabilities & Equity 32,736 36,665 43,826 47,189

Book Value (S.E.) Per Share $0.20 $0.38 $0.64 $0.93  

Source: Company and eResearch 
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MANAGEMENT & DIRECTORS 
 

1. MANAGEMENT 

 
Rodney J. Hauser  President, CEO, and Chairman of the Board of Directors 

 
Rodney Hauser has more than 35 years’ experience in the oil and natural gas industry in a senior management role with a 

number of energy services companies. Mr. Hauser founded Leader Energy Services Ltd. in 2001. He has a degree in 

Business Administration from the Northern Alberta Institute of Technology. 

 
Graham Reid, CA Vice President Finance, and CFO 

 
Graham Reid joined Leader Energy in his current capacity in November 2010.  Mr. Reid has extensive experience in 

oilfield service and equipment businesses as well as financial reporting in public company environments. Prior to this 

appointment, he was Vice President Finance and Chief Financial Officer of Norex Exploration Services Inc. located in 

Calgary, Alberta. Mr. Reid is a Chartered Accountant and holds a Bachelor of Commerce degree from the University of 

Calgary. 

 

Jason Krueger, CFA Executive Vice President, and Director 

 

Jason Krueger joined Leader Energy in his current capacity in June 2011, and has been a member of Leader Energy’s 

board of directors since 2003. Mr. Krueger has extensive experience in finance, strategic planning, and corporate 

development. Prior to this appointment, he was President of Redwood Capital Corporation. Mr. Krueger holds the 

Chartered Financial Analyst designation and a Bachelor of Commerce degree from the University of Calgary. 

 

2. DIRECTORS 

 
D. Richard Skeith  Director 

M. Rida El-Alem  Director 

Steven A.W. Austin Director 

Gordon D. Harris Director 

 

 

CORPORATE INFORMATION 
 

Leader Energy Services Ltd. 

700, 706-7 Avenue S.W. 

Calgary, Alberta T2P 0Z1 

 

Phone: 404-265-5400; Fax: 403-263-6789 

Website: http://www.leaderenergy.com 

 

 

http://www.leaderenergy.com/
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ANALYST CERTIFICATION 
 

The Research Analyst who was involved in the preparation of this Research Report hereby certify that: 

(1) the views and opinions expressed herein accurately reflect the Research Analyst’s personal views concerning any 

and all securities and issuers that are either discussed or are the subject matter of this Research Report; and 

(2) The compensation received for the preparation of this report was not related, in any way, to the Research Analyst’s 

views and opinions expressed herein. 

 

eResearch Analyst on this Report:  
 

Eugene Bukoveczky, MBA, CFA: Eugene Bukoveczky has considerable international research and analysis experience. 

In Dubai, as a Senior Investment Analyst, he worked for one of the largest private client asset management operations in 

the Middle East, and was involved in establishing and managing a global emerging market equity investment portfolio 

that focused on large equity transactions. He worked in Abu Dhabi as a Senior Business Analyst, and also has experience 

with risk management systems and derivatives trading assessment. 

 
Bob Weir, B.Sc., B. Comm., CFA: Bob Weir has 45 years of investment research and analytical experience in both the 

equity and fixed-income sectors, and in the commercial real estate industry. He joined eResearch in 2004 and has been its 

President, CEO, and Director of Research since May 2005. Prior to joining eResearch, Mr. Weir was at Dominion Bond 

Rating Service (DBRS), latterly as Executive Vice-President responsible for supervising the firm’s 34 analysts and 

conducting the day-to-day management affairs of the company.  

 

Analyst Affirmation: I, Eugene Bukoveczky, and I, Bob Weir, hereby state that, at the time of issuance of this research 

report, I do not own shares of Leader Energy Services Ltd. 

 

eRESEARCH ANALYST GROUP 
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eResearch Disclaimer: In keeping with the policies of eResearch concerning its strict independence, all of the opinions 
expressed in this report, including the selection of the 12-month Target Price and the Recommendation (Buy-Hold-Sell) 

for the Company’s shares, are strictly those of eResearch, and are free from any influence or interference from any 

person or persons at the Company. In the preparation of a research report, it is the policy of eResearch to send a draft 
copy of the report, without divulging the Target Price or Recommendation or any reference to either in the text of the 

report, to the Company and to any third party that paid for the report to be written. Comments from Company 
management are restricted to correcting factual errors, and ensuring that there are no misrepresentations or 

confidential, non-public information contained in the report. eResearch, in its sole discretion, judges whether to include 

in its final report any of the suggestions made on its draft report. 
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eResearch Recommendation System 
 

Strong Buy:  Expected total return within the next 12 months is at least 40%. 

Buy:  Expected total return within the next 12 months is between 10% and 40%. 

Speculative Buy:  Expected total return within the next 12 months is substantial, but Risk is High (see below). 

Hold: Expected total return within the next 12 months is between 0% and 10%. 

Sell:  Expected total return within the next 12 months is negative. 

___________________________________________________________________________________________________________ 

eResearch Risk Rating System 
 

A company may have some, but not necessarily all, of the following characteristics of a specific risk rating to qualify for that rating: 

 

High Risk:  Financial - Little or no revenue and earnings, limited financial history, weak balance sheet, negative free cash flows,  

poor working capital solvency, no dividends.  

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 

 structure, industry consolidating, business model/technology unproven or out-of-date. 

 

Medium Risk:  Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive free 

 cash flow, adequate working capital solvency, may or may not pay a dividend. 

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well established 

and consistent with current state of industry. 

 

Low Risk:  Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong positive free 

cash flows, above average working capital solvency, company may pay (and stock may yield) substantial dividends or 

company may actively buy back stock. 

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, company may 

have a leading market/technology position. 

_________________________________________________________________________________________________________________ 

eResearch Disclosure Statement 
 

eResearch is engaged solely in the provision of equity research to the investment community. eResearch provides published 

research and analysis to its Subscribers on its website (www.eresearch.ca), and to the general investing public through its 

extensive electronic distribution network and through newswire agencies. With regards to distribution of its research material, 

eResearch makes all reasonable efforts to provide its publications, via e-mail, simultaneously to all of its Subscribers.  

 

eResearch does not manage money or trade with the general public, provides full disclosure of all fee arrangements, and 

adheres to the strict application of its Best Practices Guidelines.  

 

eResearch accepts fees from the companies it researches (the “Covered Companies”), and from financial institutions or other 

third parties. The purpose of this policy is to defray the cost of researching small and medium capitalization stocks which 

otherwise receive little or no research coverage.  

 

Leader Energy Services Ltd. paid eResearch $15,000 + HST to have it conduct research on the Company on an Annual 

Continual Basis.  

 

To ensure complete independence and editorial control over its research, eResearch follows certain business practices and 

compliance procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of 

research. Management of the Covered Companies are sent copies, in draft form without a Recommendation or a Target Price, 

of the Initiating Report and the Update Report prior to publication to ensure our facts are correct, that we have not 

misrepresented anything, and have not included any non-public, confidential information. At no time is management entitled to 

comment on issues of judgment, including Analyst opinions, viewpoints, or recommendations. All research reports must be 

approved, prior to publication, by eResearch’s Director of Research, who is a Chartered Financial Analyst (CFA).  

 

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA 

Institute Code of Ethics and Standards of Professional Conduct. eResearch Analysts are compensated on a per-report, per-

company basis and not on the basis of his/her recommendations. Analysts are not allowed to accept any fees or other 

consideration from the companies they cover for eResearch. Analysts are allowed to trade in the shares, warrants, convertible 

securities or options of companies they cover for eResearch only under strict, specified conditions, which are no less onerous 

than the guidelines postulated by IIROC. Similarly, eResearch, its officers and directors, are allowed to trade in shares, 

warrants, convertible securities or options of any of the Covered Companies under identical restrictions. 


