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DISCLAIMER

Forward-Looking Statements

Certain statements contained in this presentation constitute “forward-looking information” or
“forward-looking 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, 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. Future-oriented 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 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 2022; 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 2022; 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. 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.

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;
and

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; 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 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 and the impact of information systems and cyber security
breaches.

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 9, 2022 (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, 2021 (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.
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DISCLAIMER (CONTINUED)

Scientific and Technical Information

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:

Sumner Facility: “Technical Report, 2021 Indicated and Inferred Resource Estimates Update due to
Conventional Annual Mining: Source Energy Services Ltd.’s Sumner Silica Sand Mine and Property
in Wisconsin, United States” dated December 31, 2021 (the “Sumner APEX Report”) prepared by
D. Roy Eccles, M.Sc P. Geol, and Robert J. Farmer, BSC., P.Eng.;

Blair Facility: “Technical Report, 2021 Indicated and Inferred Resource Estimates Update due to
Conventional Annual Mining: Source Energy Service Ltd.’s Blair Silica Sand Mine and Property in
Wisconsin, United States” dated December 31, 2021 (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, 2021 Indicated and Inferred Resource Estimates Update due to
Conventional Annual Mining: Source Energy Services Ltd.’s Preston Silica Sand Mine and Property
in Wisconsin, United States” dated December 31, 2021 (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 CIM Estimation of Mineral Resources and Mineral Reserves Best Practice Guidelines
(2019) and CIM Definition Standards for Mineral Resources and Mineral Reserves (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.

IFRS and Non-IFRS Measures

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 adjusted
EBITDA is 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.
Adjusted Gross Margin is useful to management and investors in measuring pricing and operating
cost performance relative to other publicly listed competitors throughout North America.

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, 2021 and 2020, 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.
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SOURCE AT A GLANCE

Source’s infrastructure functions as a logistics hub to support operational 
efficiencies in the Western Canadian Sedimentary Basin (WCSB)
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▪ 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)

THE WCSB’S 
LEADING ENERGY 
LOGISTICS COMPANY

Source has the largest network of 
owned and operated terminals in 
the WCSB

▪ 9 WCSB terminals and storage facilities

▪ 2 unit train capable facilities handle the transportation of up to 100 rail cars 

directly from our mine to terminals in the WCSB

▪ All Source terminals are connected to the extensive CN rail network across 

North America 

▪ Source has material growth potential, beyond frac sand

▪ The closest Domestic sand mine to the Montney region, ensuring efficiency of 

supply for our customers

▪ 400,000 MT of Domestic sand production in the WCSB

▪ Source has 4.8 mmtpa of tier 1 

Northern White frac sand 

production capacity across 3 mines 

▪ 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 9 Sahara units operating/available across Western Canada, and the US



SOURCE FACILITATES INCREASED 
FRAC EFFICIENCIES 

Source’s infrastructure enables frac efficiency

Mining, Processing, & 

Storage
Rail Operations Terminals Well Site Logistics Sahara

▪ 4.8 M MT/A of tier 1  

Northern White frac sand 

across 3 mines in 

Wisconsin

▪ 58,600 MT of storage

▪ 400,000 MT of Domestic 

sand production in the 

WCSB

▪ 2,500 rail cars

▪ Ability to load 170 rail cars 

a day

▪ 9 WCSB, 7 are currently 

operating

▪ 2 unit train capable 

terminals

▪ 176,500 MT of flat/silo 

storage

▪ 53,500 MT of storage in rail 

cars at terminals

▪ Load a truck in 15 minutes 

at high-capacity terminals

▪ Dispatch team with 24/7 

coverage that utilizes 

Source owned technology 

to work with 3rd party 

trucking firms

▪ Real-time ability to manage 

trucking waiting costs and 

logistical issues

▪ 9 units operational (7 in 

Canada, 2 in US)

▪ Can unload trucks at more 

than 6 MT/min

▪ Can load the Frac Blender 

at 10 MT/min

▪ Can store 1,800 MT on 

site

ESG - Mining, Processing, & 

Storage:

▪ Closed-loop water systems in 

place

▪ Active management of heavy 

equipment and locomotive 

usage

▪ Optimization of Natural

Gas usage

ESG - Rail Operations:

▪ Use rail to move products 

as close as possible to 

destination, eliminating 

trucks on the road and their 

resulting emissions

ESG - Terminals:

▪ Rail terminals are located 

within the key oil & gas 

plays

▪ Active management of 

heavy equipment and 

locomotive usage

ESG - Sahara: 

▪ Silica dust-free 

technology

▪ Electric driven loading 

and unloading 

technology

ESG - Well Site Logistics: 

▪ Technology allows close 

monitoring of trucks to 

minimize idle times, as 

trucks can be diverted if 

there are delays at the 

well site

▪ Use of B-Train trailers that 

can haul up to 48 MT 

ensures the minimum 

number of trucks on 

the road

6
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▪ This increase in efficiency means that 
E&Ps can move off the well pad faster and 
into their production phase sooner, which 
also decreases the costs associated with 
rentals and other services

▪ No one else in the industry has the ability to 
ramp up and meet the high rate of proppant 
demand required by these E&Ps better 
than Source because of our in-basin 
infrastructure and throughput capacity

SOURCE FACILITATES INCREASED
FRAC EFFICIENCIES
Frac Efficiency Drives Down 
Costs for E&Ps

If a well pad requires 100,000MT of sand and 

we can put away 10,000MT per day instead 

of 5,000MT, we’ll finish the pad in 10 days 

instead of 20. This means that our production 

and the associated cash flows will be online 

10 days sooner. It also means that we can 

eliminate 10 days of fixed costs associated 

with rentals and other services.” 

- A Source Customer
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MARKET DYNAMICS

Activity in the Montney will continue to dominate the industry’s growth in the 
WCSB for the foreseeable future

1 – Slide Notes
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▪ With our established footprint in the WCSB, Source is ideally positioned to serve the 
increasing activity in the Montney
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LEADERS IN RESPONSIBLE SUPPLY 
CHAIN OPERATIONS

Delivering frac sand from Source's mines in Wisconsin to the WCSB by unit train generates 
the lowest GHG emissions in the market, and is the safest option available

Reduced Emissions

▪ The CO2 emissions rate for transporting frac sand in bulk by rail is 1/8 the rate 

of transporting the same tonnage by truck(1) 

▪ Total GHG emissions by truck are 19% higher than by rail, which represents a 

significant increase(1) 

Reduces Transportation Incidents 99.9%

▪ Rail is a safer mode of transport, with an incident rate of 5.3 per Million KMs(2)

versus a road incident rate of 427,800 per Million KMs(3)

The Advantages of Rail

▪ A unit train replaces an equivalent of 250 B-Train truckloads of frac sand(4)

▪ Supplying sand close to the destination results in a 75% to 95% reduction of 
truck traffic through public roads and communities(5)(6)(7)(8)

▪ Volumes transported by rail do not lead to damage to public infrastructure

1,2,3,4,5,6,7,8 – Slide Notes
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Environment

Water Management 

▪ At the end of Q2 2022, 35% of the total water used in 
production was recycled/reclaimed water – reducing well 
water usage by 47 million gallons(1)

▪ Since 2018, the water recycling program has recycled 
over 583 million gallons of water (1)

Carbon Footprint

▪ At the end of Q2 2022, Source’s total CO2 emissions 
were reduced by 13% compared to the 2021 rate when 
normalized to operational activity

ENVIRONMENT, SOCIAL 
AND GOVERNANCE

Source practices responsible operations across all levels of the organization. Source’s 
full ESG Report is available on our website

1, 2 – Slide Notes▪ Strong corporate governance framework in place

▪ 83% of Board members are independent

▪ 17% of the Board is female 

Governance

Social

▪ Source actively supports the economic and social 
development of the communities near our operations, 
including Indigenous groups

▪ Year to date, Source has supported over 18 local 
community organizations, causes, and events

▪ Source’s emphasis on continually improving safety 
excellence has significantly lowered TRIF rates
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OPERATIONAL HIGHLIGHTS

Q2 2022
▪ Realized sand sales volumes of 800,136 MT, a 44% 

increase from the second quarter of 2021, and realized 
sand revenue of $93.5 million, a 61% increase from the 
second quarter of 2021; 

▪ Distributed 772,940 MT of proppants and chemicals 
through Source’s WCSB terminal network;

▪ Achieved an 18% increase in the average realized sand 
price, excluding revenue from mine gate sales volumes;

▪ Closed a transaction with Canadian Silica Industries 
(“CSI”) to assume operations of CSI’s Peace River frac 
sand facility, complementing Source’s Northern White 
proppant resources;

▪ Achieved utilization for the Sahara fleet of 69% and 
added a new global exploration and production (“E&P”) 
Sahara customer;

▪ Realized gross margin of $16.5 million, and Adjusted 
Gross Margin(1) of $21.7 million; 

▪ Reported net income of $4.2 million; and

▪ Realized Adjusted EBITDA(1) of $14.8 million, a 43% 
increase from the second quarter of 2021 when excluding 
proceeds received from the Paycheck Protection Program 
of US$2.1 million recognized last year.

1 – Slide Notes

2021 – Full Year
▪ Realized sand sales volumes of 2,483,362 MT and sand 

revenue of $258.5 million

▪ Distributed 2,578,444 MT of proppants and chemicals 
through Source’s WCSB terminal network

▪ Executed three new customer contracts and secured 
contract extensions with two major Montney exploration 
and production (“E&P”) companies

▪ Achieved multiple records including new service records 
that saw the largest daily and the largest monthly sand 
sales volume in Source’s history

▪ Increased utilization of the Sahara fleet by 25%, resulting 
in overall utilization for the year of 65%, including the 
deployment of a Sahara unit in the US through the entire 
fourth quarter of the year 

▪ Realized gross margin of $39.3 million and Adjusted 
Gross Margin(1) of $60.4 million

▪ Reported net loss of $24.4 million, an improvement of 
$161.1 million from the same period last year

▪ Realized Adjusted EBITDA(1) of $38.6 million
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2022 FINANCIAL HIGHLIGHTS

Q2 2022 Q2 2021 YTD 2022 YTD  2021

Sales $111,586 $72,736 $208,555 $154,625

Adjusted Gross 

Margin/MT
$27.14/MT(1) $29.09/MT(1) $27.57/MT(1) $28.67/MT(1)

Gross Margin $16,540 $11,682 $31,113 $22,370

Free Cash Flow $1,535(1) $6,608(1) $7,862(1) $12,367(1)

Adjusted EBITDA $14,836(1) $12,947(1) $29,053(1) $25,621(1)

Net Income/<Loss> $4,208 <$872> <$2,432> <$6,258>

(000’s)

1 – Slide Notes



BALANCE SHEET
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(000’s)

Working Capital Q2 2022 Q2 2021

Total Current Assets $128,396 $90,938

Total Current Liabilities $65,457 $51,638

$62,939 $39,300

Asset Backed Loan

Drawn $28,944 $0

Letters of Credit $10,126 $9,642

Available $11,767 $28,753

Term Loan

$10,500 $18,000

Senior Secured Notes

$163,500 $151,232

Our working capital surplus of $62,939 exceeds our drawn ABL balance 
of $28,944
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CAPITAL SPENDING & 
GROWTH OPPORTUNITIES

Source has the capacity to grow 
substantially with minimal capital 
investments

Total Capacity & Growth Potential of Source 

Assets with Minimal Capital Spend

Terminal Throughput 5.7 mmpta

Production Capacity

4.8 mmpta

Northern White

0.4 mmpta

Domestic sand

Sahara Well Site

Storage Capacity
16,200 MT

1 – Slide Notes
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▪ Strong commodity prices and lack of 
energy investment have combined to 
create strong industry fundamentals

▪ Customers’ capital programs are 
expected to expand later in 2022 and 
into 2023

▪ Long-term LNG Canada will help to 
stabilize the need for oilfield services

▪ Strong industry dynamics have led to 
improving pricing environment

▪ With the stronger cycle, free cash flow 
that is generated needs to be used to 
de-leverage the business

▪ Source is exploring how to better utilize 
our terminals and well site operations 
to continue to diversify the business

▪ Source is also exploring opportunities 
to reduce our carbon footprint, along 
with that of our customers’

▪ Longer term industry consolidation

LOOKING AHEAD
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SLIDE NOTES

Slide 7: Source Facilitates Increased Frac Efficiencies

1) Assumes a 50,000MT pad.

2) Average proppant consumption per day collected using Source’s own data on proppant

delivered to a customer’s well pad operations.

3) Based on a $125,000/day combined frac and rental rate.

Slide 8: Serving The Montney
1) Based on & Peters & Co. Limited, Rig Release Forecast: 2022, and Management’s

estimates.

Slide 9: Leaders In Responsible Supply Chain Operations
1) Trucking emissions based on data from NRCAN, Rail Emissions based on data from CN

Rail.
2) Transportation Safety Board of Canada, Statistical Summary: Rail Transportation

Occurrences in 2019.
3) Transport Canada in cooperation with the Canadian Council of Motor Transport

Administrators, Canadian Motor Vehicle Traffic Collision Statistics: 2016.
4) Based on Source’s own data.
5) Assumes a proppant demand of 42,000 MT (1,000 deliveries) per location.
6) Project areas include Pipe-stone, Dawson and Kaybob.
7) Source Origin Terminal include Wembley, Chetwynd, and Knight.
8) Edmonton Area Domestic Mine.

Slide 10: Environment, Social and Governance
1) Source of water measured based on Source’s own data.
2) Source of C02 based on Source’s own data.

Slide 11: Operational Highlights

1) Adjusted Gross Margin (including on a per MT basis) and Adjusted EBITDA are not

defined under IFRS, for additional information and reconciliations to measures recognized

by IFRS, please refer to the section below ‘NON-IFRS MEASURES’.

Slide 12: 2021 Highlights
1) Adjusted Gross Margin (including on a per MT basis), Adjusted EBITDA, and Free Cash

Flow are not defined under IFRS, for additional information and reconciliations to
measures recognized by IFRS please refer to the section below ‘NON-IFRS MEASURES’.

Slide 14: Capital Spending & Growth Opportunities
1) Based on Management’s estimate.
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NON-IFRS MEASURES

This presentation refers to certain financial measures that are not determined in accordance

with IFRS. 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), cash flows from operating activities, gross margin and

other measures of financial performance as determined in accordance with IFRS.

Source believes that the non-IFRS measure of Adjusted EBITDA is a useful measure to

management and investors to provide relative performance and measure changes in respect

of Source’s financial performance in the context of earnings generated to fund capital

investments and meet financial obligations. Adjusted Gross Margin is useful to management

and investors in measuring pricing and operating cost performance relative to other publicly

listed competitors throughout North America. Adjusted EBITDA per MT and Adjusted Gross

Margin per MT are calculated by taking the non-IFRS measures and dividing by sand volumes

for the periods stated.

Free Cash Flow is a useful measure to management and investors as it reflects the

Company’s ability to generate cash flows that can be used to pay down long-term debt or

provide other forms of returns to investors. Previously, Source included the movement in cash

flows from operating activities as part of the calculation of Free Cash Flow; however, changes

in working capital can have significant fluctuations due to the seasonality of Source’s

operations. Management believes use of Adjusted EBITDA in the calculation is more

representative of the funds generated to pay down debt and other returns to investors. As

such, the presentation of Free Cash Flow has been revised and prior periods have been

restated to reflect the current definition.

Adjusted EBITDA represents earnings generated to fund capital investments and meet

financial obligations. It represents, for the period presented, net income (loss) plus income

taxes, interest expense, cost of sales - depreciation, depreciation, amortization, impairment

and gain on debt extinguishment; and is adjusted to add back or deduct, as applicable, the

following expense charges or benefits incurred in such period which, in management’s view,

are not indicative of the underlying business performance: finance expense excluding interest

expense, loss (gain) on asset disposal, transaction and related professional fees, unrealized

loss (gain) on derivative instruments, gain on settlement of deferred revenue, share-based

compensation, loss (gain) on sublease and other expense as it relates to the incident at the

Fox Creek terminal facility and one-time retirement payments.
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NON-IFRS MEASURES (ctd.)

Adjusted Gross Margin represents a margin more comparable to other publicly listed

competitors throughout North America. It represents, for the period presented, gross margin

plus cost of sales – depreciation.

Free Cash Flow represents, for the period presented, Adjusted EBITDA, adjusted for

financing expense paid, capital expenditures (net of proceeds on disposal of property, plant

and equipment), mandatory debt repayments and various non-cash operating activities. Free

Cash Flow is considered a key non-IFRS measure as it reflects Source’s ability to generate

cash flows that can be used to pay down long-term debt or provide other forms of returns to

investors. The reconciliation to the comparable IFRS measure, net loss, can be found in the

table below.

This presentation makes reference to these non-IFRS measures. These non-IFRS measures

and other financial estimates of management are based upon variable components. There can

be no assurance that these components and future calculations of non-IFRS measures will not

vary. 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.

Reconciliation of Adjusted EBITDA and Free Cash Flow to Net Income (Loss)

Three months 

ended June 30,

Six months 

ended June 30,

($000’s) 2022 2021 2022 2021

Gross margin 16,540 11,682 31,113 22,370

Cost of sales – depreciation 5,177 4,528 10,970 12,110

Adjusted Gross Margin 21,717 16,210 42,083 34,480

Three months

ended June 30,

Six months 

ended June 30,

($000’s) 2022 2021 2022 2021

Net income (loss) 4,208 (872) (2,432) (6,258)

Add:

Interest expense 6,618 6,265 13,286 12,628

Cost of sales – depreciation 5,177 4,528 10,970 12,110

Depreciation 2,707 2,326 5,361 5,111

Finance expense (excluding interest 

expense)
1,291 1,145 2,526 2,245

Share-based compensation 

expense (recovery)
(186) (16) 573 170

Gain on asset disposal (1,183) (9) (1,183) (9)

Unrealized gain on derivative assets (4,058) (420) (2,439) (420)

Other expense(1) 262 — 2,391 44

Adjusted EBITDA 14,836 12,947 29,053 25,621

Financing expense paid (6,794) (2,011) (9,141) (4,152)

Capital expenditures, net of 

proceeds on disposal of property, 

plant and equipment

(2,869) (1,298)
(4,894)

(2,614)

Payment of lease obligations (3,638) (3,030) (7,156) (6,488)

Free Cash Flow 1,535 6,608 7,862 12,367

Note:

(1) Includes expenses related to the incident at the Fox Creek terminal facility, refer to

‘Contractual Obligations’ above, and one-time retirement payments.

Reconciliation of Gross Margin to Adjusted Gross Margin


