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LEADER ENERGY SERVICES LTD. 
 

TSX-V: LEA 
 

Closing Price (May 30):  $0.50 

52-Week Range:  $1.14-$0.45 

Shares Outstanding:  28.5 million 

Market Cap:  $14.25 million  

Recommendation:  Speculative Buy (No Change) 

12-Month Target Price:  $1.40 (No Change) 
 

 

PROFILE: Provides well-stimulation services across the Western Canadian Sedimentary Basin (WCSB). 

 

 
       Source:www.BigCharts.com 

 

Q1/2012 RESULTS 
 

 

Leader Energy Services Ltd. has reported financial and operating results for the 2012 first quarter ended March 

31, 2012. 

 

Revenue from Continuing Operations was up 9% in the quarter, at $11.1 million compared with $10.1 

million in the corresponding period of 2011.  The gain was mainly the result of an increase in horizontal 

drilling activity, which drove demand for deeper and larger-diameter coil applications and led to higher day 

rates. 

 

EBITDA dropped 22% to $3.1 million compared with $4.0 million a year earlier, as a result of the early 

arrival of spring break-up and the subsequent reliance on third-party transportation. 
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Income from Continuing Operations was down 27% to $0.09 million (or $0.05 per share), compared with 

$1.3 million (or $0.07 per share).  Excluding a non-cash loss on settlement of loans and borrowings, Leader 

Energy had a profit of $1.5 million ($0.08 per share). 

 

Operating Costs in the quarter were $6.7 million compared with $5.1 million a year earlier, with the increase 

a result of several factors, including the greater number of field personnel required to operate the new 2 3/8” 

coiled tubing unit and the new fluid pumpers (see New Equipment below.) 

 

New Equipment: The Company took delivery of its new 2 3/8” coiled tubing unit in late February 2012, and 

of its two new fluid pumpers in February and March respectively.  The equipment is in high demand, and is an 

integral part of longer-reach coiled tubing applications.  By the end of the quarter, Leader Energy had six 

coiled tubing units and one reel trailer, seven nitrogen pumpers, and three fluid pumpers, with three of the 

coiled tubing and one reel trailer classified as “deep” coil units. 

 
Equity Financing: Towards the end of Q1/2012, Leader Energy closed a bought-deal financing for gross 

proceeds of $6.85 million, through the issuance of 9,790,000 common shares at an issue price of $0.70 per 

share. 

 

Outlook: The Company expects utilization rates for H2/2012 to be similar to those of H2/2011, with strong 

demand. 

 

Table 1: Q1/2012 versus Q1/2011 
 

First Quarter Results ($000s) 

  

 
2012 2011 Change 

Revenues 11,072 10,138 9.2% 

Operating Income 4,352 5,007 -13.1% 

Operating Margin 39.3% 49.4% 

 EBITDA 3,105 3,997 -22.3% 

EBITDA Margin 28.0% 39.4% 

 Net Income 937 1,291 -27.4% 

Net Margin 8.5% 12.7% 

 EPS – Basic $0.05 $0.07 -28.6% 

EPS – Diluted $0.04 $0.05 -20.0% 

 

COMMENT: While strong demand for the Leader’s services should continue to generate positive revenue 
momentum for the balance of the year, higher operational and administrative costs should continue to have an 

adverse impact on the Company’s profit margin.  Our previous EBITDA forecast for 2012 was $11.7 million, 

but we now expect EBITDA to come in at just over $9.1 million - a 22% reduction. 
 

THE COMPANY 

Leader Energy Services Ltd. is based in Alberta and provides well-stimulation services across the 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. 
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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, such as 

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. 

 

For more on Leader Energy, see eResearch’s May 11, 2011 Initiating Report, Video, and subsequent 

Perspectives, as well as a recent Update Report (May 11, 2012) available at the following link: 

http://www.eresearch.ca/profile.asp?companyID=607. 
 

 

RECOMMENDATION and TARGET PRICE 

 

Despite the lower EBITDA and Net Income recorded in Q1, to the extent that some of this was due to 

unseasonal weather and, thus, could be made up in subsequent quarters, we are leaving our Target Price 

unchanged at $1.40 for the time being.  

 

We continue to expect the companies that service the horizontal drillers to do well in 2012. Therefore, we are 

maintaining our “Speculative Buy” Recommendation for the shares of Leader Energy. They are suitable for 

risk-tolerant investors. 

 

RATINGS HISTORY 
 

 

 

http://www.eresearch.ca/profile.asp?companyID=607
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eRESEARCH CORPORATION 

 

eResearch Analysts: 
Eugene Bukoveczky, MBA,CFA 

Bob Weir, B.Sc., B. Comm., CFA 
 

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

research report, I do not own, directly or indirectly, shares of Leader Energy Services Ltd. 

 

 

NOTE: eResearch reports on Leader Energy Services Ltd. and other companies are available FREE on our 

website at www.eresearch.ca. You must REGISTER to access these reports. 

 

 

eResearch Corporation 

eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. Our various 

research packages allow corporate management to choose the form of research coverage that best meets their 

company’s needs. 

 

We are a primary source for professional investment research, focused primarily on small- and mid-cap 

companies. Our research and analysis is of institutional quality, and has the potential to reach millions of 

global investors through our extensive electronic distribution network. 

 

 

eResearch Disclaimer:  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 a fee of $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. (1) Fees from Covered Companies are due and payable prior to the commencement of research. 

(2) Reports issued subsequent to the Initiating Report are not reviewed in advance by Company management. 

 

In keeping with the policies of eResearch concerning its strict independence, all of the opinions expressed in this report, 

including any determination of a 12-month Target Price or selection of a 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. 
 

 

http://www.eresearch.ca/

