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DISCLAIMER
Forward-Looking Statements
Certain statements contained in this presentation constitute “forward-looking information” or “forwardlooking statements” (collectively, “forward-looking statements”) within the meaning of applicable Canadian
and United States securities laws relating to, without limitation, expectations, intentions, plans and beliefs,
including information as to the future events, results of operations and Source Energy Services Ltd.’s
(“Source”) future performance (both operational and financial) and business prospects. In certain cases,
forward-looking statements can be identified by the use of words such as “expects”, “estimates”,
“forecasts”, “intends”, “anticipates”, “believes”, “plans”, “seeks”, “projects,” or variations of such words and
phrases, or state that certain actions, events or results “may” or “will” be taken, occur or be achieved. To
the extent any forward-looking statements in this presentation constitutes “future-oriented financial
information” or “financial outlook” within the meaning of applicable Canadian securities laws, such
information is being provided to demonstrate the potential benefits of the offering described herein and the
reader is cautioned that this information may not be appropriate for any other purpose and the reader
should not place undue reliance on such future-oriented financial information and financial outlook. Futureoriented financial information and financial outlook, as with forward-looking information generally, are,
without limitation, based on the assumptions and subject to the risks set out below. Such information is
presented for illustrative purposes only and may not be an indication of the Source’s actual financial
position or results of operations. Such forward-looking statements reflect Source’s beliefs, estimates and
opinions regarding its future growth, results of operations, future performance (both operational and
financial), and business prospects and opportunities at the time such statements are made, and Source
undertakes no obligation to update forward-looking statements if these beliefs, estimates and opinions or
circumstances should change. Forward-looking statements are necessarily based upon a number of
estimates and assumptions made by Source that are inherently subject to significant business, economic,
competitive, political and social uncertainties and contingencies. Forward-looking statements are not
guarantees of future performance. In particular, this presentation contains forward-looking statements
pertaining, but not limited, to Source’s growth initiatives; expectations regarding the price of proppants and
sensitivity to changes in such prices; changes in proppant demand; drilling activity in the WCSB; trends in
the oil and gas industry; targets for percentage of volumes contracted in 2020; expectations regarding
Sahara contract terms; opportunities to deploy additional Sahara units; Source’s projected sales, revenues,
Adjusted EBITDA and margin, capital expenditures and free cash flow; Source’s breakdown of capital
spending for 2020; and credit metrics and liquidity ratios for Source.
By their nature, forward-looking statements involve numerous current assumptions, known and unknown
risks, uncertainties and other factors which may cause the actual results, performance or achievements of
Source to differ materially from those anticipated by Source and described in the forward-looking
statements.
With respect to the forward-looking statements contained in this presentation, assumptions have been
made regarding, among other things: the ability of Source to execute on its growth initiatives; proppant
market prices; future oil, natural gas and natural gas liquids prices; future global economic and financial
conditions; demand for oil and gas and the product mix of such demand; levels of activity in the oil and gas
industry in the areas in which Source operates; the continued availability of timely and safe transportation
for Source’s products, including without limitation, rail accessibility; the maintenance of Source’s key
customers and the financial strength of its key customers; the maintenance of Source’s significant
contracts or their replacement with new contracts on substantially similar terms and that contractual
counterparties will comply with current contractual terms; operating costs; that the regulatory environment
in which Source operates will be maintained in the manner currently anticipated by Source; future
exchange and interest rates; geological and engineering estimates in respect of Source’s resources; the
recoverability of Source’s resources; the accuracy and veracity of information and projections sourced from
third parties respecting, among other things, future industry conditions and product demand; demand for
horizontal drilling and hydraulic fracturing and the maintenance of current techniques and procedures,
particularly with respect to the use of proppants; Source’s ability to obtain qualified staff and equipment in a
timely and cost-efficient manner; the regulatory framework governing royalties, taxes and environmental
matters in the jurisdictions in which Source conducts its business and any other jurisdictions in which
Source may conduct its business in the future; future capital expenditures to be made by Source; future
sources of funding for Source’s capital program; Source’s future debt levels; the impact of competition on
Source; and Source’s ability to obtain financing, including but not limited to the offering contemplated in this
presentation, on acceptable terms, or at all; and, where applicable, each of those assumptions set forth in
the footnotes provided herein in respect of particular forward-looking statements.

A number of factors, risks and uncertainties could cause results to differ materially from those anticipated
and described herein including, among others: the failure or delay to receive regulatory approvals,
consents and notifications; the effects of competition and pricing pressures; risks inherent in key customer
dependence; effects of fluctuations in the price of proppants; risks related to indebtedness and liquidity,
including Source’s leverage, restrictive covenants in Source’s debt instruments and Source’s capital
requirements; risks related to interest rate fluctuations and foreign exchange rate fluctuations; changes in
general economic, financial, market and business conditions in the markets in which Source operates;
changes in the technologies used to drill for and produce oil and natural gas; Source’s ability to obtain,
maintain and renew required permits, licenses and approvals from regulatory authorities; the stringent
requirements of and potential changes to applicable legislation, regulations and standards; the ability of
Source to comply with unexpected costs of government regulations; liabilities resulting from Source’s
operations; the results of litigation or regulatory proceedings that may be brought against Source; the
ability of Source to successfully bid on new contracts and the loss of significant contracts; uninsured and
underinsured losses; risks related to the transportation of Source’s products, including potential rail line
interruptions or a reduction in rail car availability; the geographic and customer concentration of Source;
the ability of Source to retain and attract qualified management and staff in the markets in which Source
operates; labour disputes and work stoppages and risks related to employee health and safety; general
risks associated with the oil and natural gas industry, loss of markets, consumer and business spending
and borrowing trends; limited, unfavourable, or a lack of access to capital markets; uncertainties inherent in
estimating quantities of mineral resources; sand processing problems; and the use and suitability of
Source’s accounting estimates and judgments.
Statements relating to Mineral Resources are deemed to be forward-looking statements, as they involve
the implied assessment, based on certain estimates and assumptions, that the Mineral Resources
described exist in the quantities predicted or estimated and that the Mineral Resources described might be
able to be profitably produced in the future.
Although Source has attempted to identify important factors that could cause actual actions, events or
results to differ materially from those described in its forward-looking statements, there may be other
factors, including those described under the heading “Risk Factors” in Source’s Annual Information Form
dated March 14, 2019 (the “AIF”) and those described in Source’s management’s discussion and analysis
of the historical financial position and results of Source for the year ended December 31, 2018 (the
“MD&A”), each of which are filed under Source’s profile on www.sedar.com, that cause actions, events or
results not to be as anticipated, estimated or intended. There can be no assurance that forward-looking
statements will materialize or prove to be accurate, as actual results and future events could differ
materially from those anticipated in such statements. The forward-looking statements contained in this
presentation are expressly qualified by this cautionary statement. Readers should not place undue reliance
on forward-looking statements. These statements speak only as of the date of this presentation. Except as
may be required by law, Source expressly disclaims any intention or obligation to revise or update any
forward-looking statements or information whether as a result of new information, future events or
otherwise.

DISCLAIMER (CONTINUED)
Scientific and Technical Information

IFRS and Non-IFRS Measures

Certain scientific or technical information regarding Source’s Northern White frac sand mine and related
closed-loop wet processing plant located in east-central Barron County near the town of Sumner,
Wisconsin (the “Sumner Facility”), Source’s Northern White frac sand mine and related closed-loop wet
processing plant, which includes three washing circuits, dry processing plant and unit train capable
loadout facility, located near Blair, Wisconsin (the “Blair Facility”) and Source’s Northern White frac sand
mine and related closed-loop wet processing plant, dry processing plant and loadout facility located in or
around Blair, Wisconsin and all related or associated assets and real property (the “Preston Facility”) in
this presentation is summarized or extracted from the following technical reports prepared by APEX
Geoscience Ltd., respectively:

This presentation refers to certain financial measures that are not determined in accordance with IFRS
such as “Adjusted EBITDA” and “Adjusted Gross Margin”. See this presentation and the MD&A for a
description of these Non-IFRS measures and a reconciliation to the most relevant IFRS measure for the
noted periods. These financial measures do not have standardized meanings prescribed by IFRS and
Source’s method of calculating these measures may differ from the method used by other entities and,
accordingly, they may not be comparable to similar measures presented by other companies. These
financial measures should not be considered as an alternative to, or more meaningful than, net income
(loss), gross margin and other measures of financial performance as determined in accordance with IFRS.
However, Source believes that these non-IFRS measures are useful to both management and investors in
providing relative performance and measuring changes in respect of Source as well as measuring Source’s
financial performance in the context of earnings generated to fund capital investments and meet financial
obligations. More specifically, Adjusted EBITDA and Adjusted Gross Margin are considered key measures
as they reflect the ability of Source to generate earnings necessary to meet its capital investments and
financial obligations.

Sumner Facility: “Technical Report, 2018 Indicated and Inferred Resource Estimates for Source Energy
Services Ltd.’s Sumner Silica Sand Mine and Property in Wisconsin, United States” dated December 31,
2018 (the “Sumner APEX Report”) prepared by D. Roy Eccles, M. Sc P. Geol, Steven Nicholls, BA.Sc,
MAIG, Geol. and Robert J. Farmer, BSC., P.Eng.;
Blair Facility: “Technical Report, 2018 Inferred Resource Estimate for Source Energy Service Ltd.’s Blair
Silica Sand Mine and Property in Wisconsin, United States, dated December 31, 2018 (the “Blair APEX
Report”) prepared by D. Roy Eccles, M. Sc P. Geol, and Robert J. Farmer, BSC., P.Eng.; and
Preston Facility: “Technical Report, 2018 Indicated and Inferred Resource Estimates For Source Energy
Services Ltd.’s Preston Silica Sand Mine and Property, Wisconsin United States dated December 31,
2018 (the “Preston APEX Report”), prepared by D. Roy Eccles, M.Sc., P. Geol., and Robert J. Farmer,
BSC., P.Eng.
The authors of these technical reports are independent of Source and are “Qualified Persons” in
accordance with National Instrument 43-101-Standards of Disclosure for Mineral Projects (“NI 43-101”).
Source has not based its production decisions and ongoing mine production on Mineral Reserve
estimates, preliminary economic assessments, pre-feasibility studies or feasibility studies. As a result,
there may be an increased uncertainty of achieving any particular level of recovery of minerals or the cost
of such recovery. Historically projects without any Mineral Reserves have increased uncertainty and risk
of failure. Mineral resources are not mineral reserves and do not have demonstrated economic viability.
There is no guarantee that all or any part of the mineral resources described in this presentation will be
converted into a mineral reserve.
Readers are cautioned not to rely solely on the summary of such information contained in this
presentation, but should read the Sumner APEX Report, the Blair APEX Report and the Preston APEX
Report which are available for review on Source’s profile on SEDAR located at (www.sedar.com) and any
future amendments to such reports. Readers are also directed to the cautionary notices and disclaimers
contained herein and therein and in the short form prospectus filed with securities regulators in each of
the provinces and territories in Canada in connection with the proposed offering.
The scientific and technical information in this presentation has been updated with current information,
where applicable. Unless otherwise indicated, all mineral resource estimates contained in such scientific
and technical information have been prepared in accordance with NI 43-101 and the Canadian Institute of
Mining, Metallurgy and Petroleum Classification System (“CIM”) “Estimation of Mineral Resources and
Mineral Reserves Best Practice Guidelines” dated November 23, 2003 and CIM amended and adopted
“Definition Standards for Mineral Resources and Mineral Reserves” dated May 10, 2014. Without limiting
the foregoing, such scientific and technical information uses terms that comply with reporting standards in
Canada and certain estimates are made in accordance with NI 43-101. NI 43-101 is a rule developed by
the Canadian Securities Administrators that establishes standards for all public disclosure an issuer
makes of scientific and technical information concerning mineral projects.

Investors are cautioned not to consider these non-IFRS measures in isolation or place undue reliance on
ratios or percentages calculated using these non-IFRS measures. These non-IFRS measures should be
read in conjunction with Source’s audited consolidated financial statements for the year ended December
31, 2018 and 2017, together with the notes thereto and the MD&A, each of which can be found under
Source’s profile at www.sedar.com.
United States Securities Law Considerations
This presentation does not constitute an offer to sell or a solicitation of an offer to buy any securities in any
jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in such jurisdiction.
The notes described herein have not been and will not be registered under the U.S. Securities Act of 1933,
as amended (the “Securities Act”) or any state securities laws, and may not be offered or sold within the
United States, or to or for the account or benefit of U.S. persons, unless an exemption from the registration
requirements of the Securities Act is available. Accordingly, any offer or sale of such notes will only be
made (i) within the United States, or to or for the account or benefit of U.S. persons, only to qualified
institutional buyers (“QIBs”) pursuant to Rule 144A under the Securities Act and (ii) outside the United
States in offshore transactions in accordance with Regulation S under the Securities Act.

LEADING OILFIELD
LOGISTICS COMPANY

LEADING OILFIELD LOGISTICS COMPANY
Source’s infrastructure functions as a logistics hub to support operational
efficiencies in the WCSB

Northern White

Chemical
Storage
▪ Leverage existing
infrastructure for other
storage and wellsite
opportunities
▪ Largest HCL storage
in the WCSB

Other
Products
▪ Provide terminal
services for other
products
▪ Resin
▪ Pipe
▪ Magnetite

▪ Largest distributor of
Northern White sand
into the WCSB
▪ 4.8 mmtpa production
capacity
▪ >30 years of Northern
White Reserves

Field Solutions
▪ Expansion of Sahara
into US market
▪ 8 Sahara units in fleet
▪ Smallest proppant
storage footprint in the
industry

9 LOGISTIC
HUBS
Largest network of owned and operated
terminals in the WCSB

Field
Services
▪ Onsite field teams
manage logistics
capable of meeting
manufacturing mode
demand

Crude
Transportation
(In Development)
▪ Crude transportation
services (CTS) at our
Wembley terminal and
possible expansion at
other terminals

> Logistic hubs are essential to enable increasing frac efficiencies in manufacturing mode
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LEADING WESTERN CANADIAN LOGISTICS COMPANY
Source has the largest network of owned and operated terminals in the Western
Canadian Sedimentary Basin (WCSB)
Source Terminals
▪
▪

9 WCSB terminals and storage facilities
2 unit train capable facilities handle the
transportation of up to 100 cars directly from
our mine to terminals in the WCSB
All Source terminals are connected to the
extensive CN network across North America
Source has material growth potential, not just
in frac sand

▪
▪

CN Rail Network

Source Mines

Fort Nelson

Wembley
Grande Prairie
Edson Fox Creek
Edson II
Red Deer

Chetwynd

Lampman

▪
▪
▪
▪

The Sahara is Source’s industry-leading
proppant storage solution
It has the smallest proppant storage
footprint in the industry
More than 4 Million lbs. storage capacity in
12 separate bins is available with the unit
Source has 8 Sahara units
operating/available across Western
Canada, Texas, and the Marcellus

Sumner
Preston

Blair

▪

Source has 4.8 mmtpa of tier 1
Northern White frac sand
production capacity across 3 mines

> Source is a leading logistics company with a significant infrastructure footprint in
Western Canada, a solid base frac sand business, and upside opportunity with
business diversification (existing infrastructure)
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WCSB LOGISTICS HUBS
Source’s 9 in-basin terminals are logistics hubs that provide reliable and efficient services
throughout the WCSB

Fort St. John Region(1)

Approximately 5.5 MM MT
of Northern White placed
within 100 km of Source’s
terminals (2018)(2)(3)

Fort Nelson

(4)(5)(6)

(Transloads)
(Transloads)
(Transloads)
Bubble diameter indicates terminal size

Buick
Fort St. John
Chetwynd

2 unit train
capable
loadouts hold
up to ~100 cars

Sexsmith
Wembley

Grande Prairie
Fox Creek

Gold Creek

Whitecourt
Obed

Edson

Leslieville

Red Deer

Owned and operated logistics hubs provide a cost
advantage over competitors in the WCSB
Over 230,000 metric tonnes of in-basin storage capacity
and over 5.7 mmtpa annual throughput capacity
1, 2, 3, 4, 5, 6 – Slide Notes
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INDUSTRY TRENDS IN FRAC EFFICIENCY
There is an industry trend towards driving efficiencies in the frac and Source’s
Field Solutions are ideally situated to help cater to this

Customer X(1)

Proppant
Consumption
per Frac Day

1200
x900

60

1000
x800

50

x700
800

40

x600
600

30

x500
400

20

x200
200

10

0

Frac
Days

0
2017

2018

Proppant Consumption

2019
Frac Days

2020
- - - Expected Growth

2010

2015

2020

Exploration
Activities

Operators Set
Targets for Size
of Completions

Operators Push for
Increased
Efficiencies &
Acceleration of
Activities
Manufacturing Mode

1 – Slide Notes
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2020 CAPITAL SPENDING AND GROWTH OPPORTUNITIES
As a result of Source’s prior investments, Source has the ability to meet and
exceed expected levels of activity in the WCSB with minimal capital spending

80
70
68.0

$ MM

60

(5)(6)(7)

50

50.5
(3) (4)

45.4

40

(1)

38.9

30

(2)

20

25.0

10

6.4

5.6

0
2014

2015

2016

2017

2018

9M 2019

2020

Total CAPEX
2014

2015

2016

2017

2018

2019

2020

Sahara
Fleet

1 Unit

1 Units

2 Units

2 Units

3 Units

8 Units

8 Units

Rail

9,450 feet

16,950 feet

16,950 feet

16,950 feet

18,000 feet

40,000 feet

40,000 feet

Silo
Storage

40,000 MT

74,900 MT

74,900 MT

74,900 MT

106,500 MT

176,500 MT

176,500 MT

1,2,3,4,5,6,7 – Slide Notes
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INDUSTRY TRENDS

LONGER-TERM CONTRACTS
Source is ideally positioned to grow its contracted base and benefit from E&Ps
switching to direct sourcing

Sales by Customer Type
14%

10%

11%

14%
18%

4%

1%

89%
67%

71%

2017

2018

Contracted Direct E&P Sales

Other Direct E&P

9M 2019
Other Pumper Sales

Mine Gate

> Direct sales contracts with major operators increasing while mine gate sales
(commodity only) are in decline. Average duration of contracts is approximately 2 years
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EVERY BASIN HAS A DIFFERENT SUPPLY PROFILE
Multiple logistical and geological factors continue to determine proppant choice
between Northern White and domestic proppant
Trucking of Northern White vs. Domestic Proppant
▪ Supplying proppant from rail terminals reduces exposure to trucking
and its associated risks

▪ Source’s in-basin terminals allow for a dramatic 75% to 97%
reduction in trucked KMs for proppant when compared to a well
serviced by a domestic mine
▪ This reduction in KMs trucked is equivalent to 35 trips around the
world(2)(3)(4)(5)(6)
▪ On average, reducing the trucking KMs between storage and site
takes 50 trucks off the road per project day(6)

36 trips
around the
world(2)(3)(5)

PAD to PAD Comparison of Trucking
Domestic Proppant vs. Source Northern White(7)
1 trip
around the
world(2)(3)(4)

1,2,3,4,5,6,7 – Slide Notes
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NORTHERN WHITE VS. DOMESTIC CASE STUDY

Cumulative BOE / 6,000ft Lateral

Case study comparing domestic 40/70 to Northern White 40/70 in a Duvernay
well proves the production advantages of using quality Northern White

Offsetting Duvernay Well
Production(1)(2)(3)

Northern White vs. Domestic Sand Samples

200
150
100
50
Northern White Sand Sample

0
0

100

200
300
400
Days on Production
White

500

600

Domestic Brown River Sand Sample
- Angular
- Grains
- Numerous impurities

Brown

> After the first 18 months of production, the decline rate of the domestic well had
increased, resulting in 70% higher production from the Northern White well relative
to the domestic well
1, 2, 3 – Slide Notes
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PROPPANT DEMAND & WCSB OUTLOOK
Driven by our activity in the key (proppant intensive) WCSB plays such as the Montney &
Duvernay, Source is able to meet customer demand even as E&Ps require more
proppant for completion activities
WCSB Production by Key Play(1)
Montney

Duvernay

WCSB Proppant Demand
Range of brokers’ estimates(2)

Other

Source Sand Volumes(3)

Avg. of brokers’ estimates(2)
Historical

Forecast

Historical

9

Forecast

8

4,000

2,000
Expected production increase of
15% by 2025E; largely from
proppant intensive plays such as
the Montney and Duvernay

1,000

2025E

2024E

2023E

2022E

2021E

2020E

2019E

2018

2017

2016

2015

2014

2013

5
4
3

1
WCSB

2012

6

2

--

2011

7

Million Metric Tons

3,000

2010

Production (mboe/d)

5,000

Rig Count

-(4)

189

128

205

189

136

140

n.a.

2015

2016

2017

2018

2019E

2020E

2021E

“We'll invest nearly $7 Billion in Canada over the next 10 years and expect to grow
production at Montney throughout the decade and beyond to over 250,000
barrels a day.”
– ConocoPhillips
November 19, 2019

1, 2, 3, 4 – Slide Notes
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ENVIRONMENT, SOCIAL AND GOVERNANCE
Source practices responsible operations across all levels of the organization

Environment
Land Reclamation
▪ In 2019 Source reclaimed 42.1 acres of
land back to a vegetative state and is
projected to reclaim 46.9 acres in 2020

Water Recycling

Social

Governance

▪ Source actively supports the economic
and social development of the
communities near our operations,
including indigenous groups
▪ 2019 YTD Source provided funding to
over 27 local organizations, causes and
events

▪ Closed loop water system recycles
production water back into use

Total Recordable Incident (TRIF) and
Lost Time Injury Frequency Rates (LTIF)
5

▪ In 2019 45% of water used was recycled
back into production – equivalent to 153
Million gallons of well water not used
▪ In 2019 Source expanded our Wetland
Hydrology program to collect valuable
baseline data in new mining areas prior
to development

Carbon Footprint
▪ In 2019 Source established its internal
Carbon footprint to measure against
future improvement initiatives

▪ Source’s corporate governance
practices are continually reviewed to
ensure effective compliance and
reflect current industry trends and
best practices
▪ 86% of Board members are
independent
▪ 14% of the Board is female
▪ Health, Safety and Environment
Committee oversees Source’s
policies on the protection of the
environment and the safety of all
employees and communities near our
operations

4
3
2
1
0
2016

2017
TRIF

2018

2019

LTIF

▪ Source’s emphasis on continually
improving safety excellence has
lowered TRIF and LTIF rates
▪ In 2019 Source created both the
Indigenous Relations and the Diversity
and Inclusion policies

▪ In 2019 Source introduced their
employee recognition program to
highlight outstanding contributions to
the HSE performance
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FINANCIAL OVERVIEW

FINANCIAL RESULTS
Results for the nine months ended September 30

Revenue ($MM)

Sand Sales (000s MT)(3)

Adj. Gross Margin(1)(2) / MT ($/MT)

Adj. EBITDA(1) ($MM) and Adj. EBITDA Margin (%)(3)

1, 2, 3 – Slide Notes
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BALANCE SHEET
Source’s capital structure and solid business is well-positioned to deal with the
current outlook

$157.7 MM of 10.5% lien notes
▪ No maintenance covenants
▪ Due December 15, 2021
▪ Callable:
▪ December 15, 2019 103.9375%

Asset-backed loan facility
▪ $88 MM facility backed by A/R and
inventory
▪ Due December 8, 2021
▪ Borrowing base at September 30,
2019 $46.1 MM
▪ Availability at September 30, 2019
$6.2 MM undrawn or 13%
▪ Springing fixed charge ratio of 1.25:1
if availability is less than 20%. 1.26 at
09/30/2019

Net Debt at September 30, 2019
10.5% Notes

$157.7 MM

ABL Drawn

$ 21.8 MM

Leases

$ 65.4 MM

Total

$244.9 MM

> Amended fixed charge ratio to 1.10:1 for 2020 to provide financial flexibility
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SLIDE NOTES
Slide 7: WCSB Logistics Hubs
1)
Fort St. John region based on a 100 km radius of the city of Fort St. John.
2)
Source: geoSCOUT, geoLOGIC Frac Database; Catchment area defined as including all horizontal wells drilled within a 100 km radius of Source’s terminals. Fort
Nelson and Lampman terminals are not included due to lower activity levels.
3)
Proppant placement reflects the aggregate average proppant placed per well by select formation grouping (Cardium, Duvernay, Montney, Spirit River, Viking and
other). Averages per grouping may vary due to an incomplete dataset as proppant volumes are not publicly available for all wells in the Source catchment area.
4)
Location information collected using data gathered from competitor public information, and management estimates.
5)
Transload facility locations not drawn to scale; for illustrative purposes only.
6)
Lampman terminal is not included due to lower activity levels.
Slide 8: Industry Trends in Frac Efficiency
1)
Average proppant consumption per day collected using Source’s own data on proppant delivered to a customer’s wellpad operations.
Slide 9: 2020 Capital Spending and Growth Opportunities
1)
Wembley opened July 2014.
2)
Sahara 2 in service July 2015.
3)
Sahara 3 in service December 2017.
4)
Chetwynd acquisition in 2017
5)
Fox Creek Terminal added January 2018.
6)
Wembley Expansion May 2018.
7)
Sahara 4, 5, and 6 in service 2018.
Slide 12: Every Basin Has a Different Supply Profile
1)
Edmonton and Winnipeg areas represent a larger area size with various domestic sand operations.
2)
Assumes a proppant demand of 42,000 MT (1,000 deliveries) per location.
3)
Project areas include Pipestone, Dawson and Kaybob.
4)
Source Origin Terminal include Wembley, Chetwynd and Knight.
5)
Edmonton Area Domestic Mine.
6)
Assume 80km/h highway and 40km/h off-highway velocity and 13 hours per day of travel time per truck.
7)
Management estimate, Pipestone Well.
Slide 13: Northern White vs. Domestic Case Study
1)
Information provided by a Source customer.
2)
Parameters
•
Actual operator test conducted in 2017.
•
Offsetting Duvernay wells (same pad).
•
One well completed with domestic 40/70, the other with Northern White 40/70 (the 6k psi conductivity of Northern White 40/70 is 1.6x-2.3x greater than
domestic 40/70).
•
Other completions variables were consistent across the two wells.
3)
Results
•
Similar IP30s.
•
At 180 days of production, the well completed with domestic 40/70 had a decline rate more than 6.5% higher than the well completed with Northern White
40/70.
•
After the first 18 months of production, the decline rate of the domestic well had increased resulting in 70% higher production from the Northern White well
relative to the domestic well.
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SLIDE NOTES CONTINUED
Slide 14: Proppant Demand & WCSB Outlook
1)
As per Wood Mackenzie Key Play Reports: Deep Basin (March 2018), Duvernay (September 2018), Montney (May 2019); WCSB production forecast dated
October 2019; does not include oil sands production.
2)
Based on consensus estimates provided by brokers that have published Canadian proppant demand forecasts in 2019 (as collected on November 18, 2019).
3)
Based on Company forecast.
4)
Historical figures based on Baker Hughes rig count data (as collected December 2019); Forecasts based on consensus estimates provided by brokers that have
published rig count forecasts in 2019 (as collected December 2019).
Slide 17: Financial Results
1)
See “Non-IFRS Measures” and related reconciliations in the MD&A.
2)
Adjusted Gross Margin is calculated as revenue less cost of sales; excludes cost of sales – depreciation and depletion.
3)
On January 1, 2019, Source applied the new IFRS leasing standard, IFRS 16, using the modified retrospective approach under which comparative information was
not restated. As a result, Source’s 2019 Adjusted Gross Margin and Adjusted EBITDA are not comparable to periods prior to January 1, 2019. Please refer to Note
2 of the condensed consolidated interim financial statements for the three and nine months ended September 30, 2019 for additional information on the impact to
Source’s financial information.
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