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FINANCIAL TARGETS
Shares Outstanding 15.77M

Market Capitalization $42.6M

Q1/18 Actual Production (87% liquids) 4,353 boe/d

Enterprise Value (Debt: $41.9M) $84.5M

Enterprise Value/boe $19,412

Junior Energy Producer

Current Price (May 18, 2018) $2.70

Attractive Purchase Under $2.30

Table-Pounding BUY Under $2.10

12 Month Target $3.50/share

Bull Market Peak $12.00/share

Book Value (Q1/18) $0.97/share

BACKGROUND
Razor Energy is a western Canadian based junior energy company engaged in acquisition, exploration, development
and production of petroleum and natural gas, primarily in Alberta. It likes to buy mature, producing long-life legacy
light oil �elds and then focus on enhancing the value and production by implementing optimization of water �oods
and utilizing new tertiary recovery technologies as well as recompleting wells and drilling in�ll wells.

RZE started operations in February 1, 2017
with the reverse takeover of a CPC (formed in
2010) and then did their qualifying
transaction via the acquisition of producing
assets in the Swan Hills area. In Q2/17 it
added to its asset base via the acquisition of
complementary assets in the Kaybob area. In
Q4/17 and Q1/18 Razor added to its working
interests in the Kaybob area. They have year
round access to their producing areas. These
acquisitions were well timed as current
purchase prices would be substantially
higher. The corporate pro�le can be seen in
Chart #1.

Chart #1
Corporate Pro�le

Source: Razor Energy Corp. Corporate Presentation February 2018

Chart #2
Shallow Decline Production

At year end 2017, Razor had proved
developed producing reserves of 11.9Mb (90%
liquids and oil) worth $178M according to
their reserve engineers Sproule. Their 1P
reserves were 15.1Mb and their 2P reserves
came in at 20.3Mb.
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Source: Razor Energy Corp. Corporate Presentation February 2018

The company’s Reserve Life Index is at a very
healthy level of 6.8 years for PDP, 8.6 years for
1P and 11.6 years for 2P based on December
2017 production levels. To top this off they
have very low declines rates with a forecast
for 2018 at expected base declines of 13%
(Chart #2) which means treadmill drilling is
low and the bulk of cash �ow can be used for
growth.

INVESTMENT PARAMETERS: PEOPLE
Razor has 24 full time employees in Calgary head o�ce and 18 employees in �eld operation locations for a total employee count of 42 people.

The largest shareholder is AIMco (Alberta Investment Management) which has funded the company with debt and also owns 2.16M shares of RZE or 13.7% of

the outstanding shares.

Management’s bios are in Chart #3. Insiders own 41% of the outstanding shares.

Title Management Shares Owned

CEO & President Doug Bailey 1.16M

Director Shahin Mottahed 499K

Director Sanjib Gill 398K

Director Vick Saxon 405K

SVP & COO Frank Muller 1.76M

Title Management Shares Owned

VP New Ventures Lisa Muller 103K

CFO Kevin Braun 180K

VP New Ventures Devin Sundstrom 203K

VP Operations Stephen Sych 192K

Source: www.sedi.ca May 2018

Chart #3
Management Bios

Source: Razor Energy Corp. Corporate Presentation February 2018
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INVESTMENT PARAMETERS: PROJECTS
Razor has two core areas: one at Swan Hills with Q4/17 production of 3,425 boe/d and at Kaybob with production of 1,109 boe/d of which 89% is oil and

liquids. In Q1/18 production was 3,044 boe/d at Swan Hills and 1,309 boe/d at Kaybob. They hold over 220 net sections of land and majority owned

infrastructure. Their reserve value at year end 2017 can be seen in Chart #4.

Razor had working interest in 126 net producing oil wells and seven natural gas wells at Dec 31, 2017. For their LMR issues, they have ownership in 140 net

non-producing oil and natural gas wells.

RZR at year end had 27,230 net acres in its core areas.

Chart #4
Reserves Value

Source: Razor Energy Corp. Corporate Presentation February 2018

In 2018 (Chart #5), Razor plans on spending $38.4M; $8M to drill four new well drills in the Kaybob area, $12M for recompletions in their two core areas,

$8.6M on natural gas power etc., $5.9M for land and acquisitions, and $2.9M for end of life expenditures to meet their LMR goals. Depending upon

opportunities, we may see some of the Kaybob spending move to purchase tuck under acquisitions if great deals come available. The need for their own

electricity is due to these costs now being 25% of operating costs and having their own sourced electricity will lower these costs this year and in the future.

RZE needs to recomplete only 20 wells per year to keep production �at.

In 2017 they purchased the core assets of the company for $32.75M funded by an issue of shares for $17.25M and the proceeds of $30M of debt provided by

AIMco.

Chart #5
Corporate Timeline
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Source: Razor Energy Corp. Corporate Presentation February 2018

Recompletions are a big part of the RZE story as they cost

only $150,000 to complete and bring production up from

miniscule levels to an average of 39 boe/d. Since the start of

RZE they have recompleted/reactivated 63 gross wells

which have added 1,750 boe/d net to Razor (Chart #6). In

2017 they reactivated 25 gross wells and added 880 boe/d

of production. In Q1/18 they reactivated seven gross wells

(6.4 wells net) that added 40 b/well. The capital e�ciency is

excellent at under $4,000/boe and they continue to work

with three service rigs on this growth initiative.

Chart #6
Reactivation Activity

Source: Razor Energy Corp. Corporate Presentation February 2018

Chart #7
Kaybob Directional Locations

Source: Razor Energy Corp. Corporate Presentation February 2018

In Q1/18 RZE drilled four directional wells across their large

land block in the Kaybob area (Chart #7) out of a planned

eight well program in 2018. The results from such a large

spread format were disappointing so they will need to do

more work on the migration issues. These wells cost $1.5M

each to drill and complete. In 2019 they may drill horizontal

wells in Swan Hills at a cost of $4.0M each which are

targeted with productive capacity of IP90, 175 boe/d. A

good well could produce nearly 300 boe/d (Chart #8, #9 and

#10).

Chart #8
Swan Hills/Kaybob Core Region
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Source: Razor Energy Corp. Corporate Presentation February 2018

Chart #9
Swan Hills Horizontal Locations

Source: Razor Energy Corp. Corporate Presentation February 2018

Chart #10
Swan Hills Precedent Transactions
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Source: Razor Energy Corp. Corporate Presentation February 2018

INVESTMENT PARAMETERS: FINANCIAL CAPACITY

Capex in Q1 was $14.4M to drill four wells and complete seven

reactivations. Cash on the balance sheet at the end of Q1/18 was

$13.1M. Production of 4,353 boe/d was negatively impacted by over

380 boe/d as a pipeline issue occurred in the Swan Hills area. This has

since been addressed. During Q2/18 some of their Kaybob production

will be curtailed. Our forecast includes these issues. The Q1/18

production compares to 3,075 boe/d in Q1/17 and 4,534 boe/d in

Q4/17. Operating netback in Q1/18 was $16.55 per boe versus $8.27

per boe in Q1/17.

The company has gained additional support from Alberta Investment

Management (AIMco) which increased its secured lending facility by

$15M to $45M. The debt has a maturity of January 2021 and has

interest payable at 10% semi-annually.

To fund the Kaybob acquisition, Razor sold units of shares plus a half

warrant in May of 2017 for $3 per unit. A full warrant is exercisable

into a common share at $3.50 per share and expire this year on May

24. We expect the warrants to expire without being exercised.

Quarterly Results

Valuation Comparisons

Source: Razor Energy and SER forecasts

Net Asset Value/Share 2017 Reserve Report

Source: Razor Energy and SER forecasts

To protect their capital budget, RZE hedges through the use of put and

call options.

Razor sees their stock as cheap and has a normal course issuer bid

out for 5% of their outstanding shares. In 2017 they purchased

425,300 shares for $700,000 or at an average price of $1.65 per share.

This has been a very accretive move given where the stock is trading

now.

Our conservative NAV at �at pricing and no value for land came in at

$4.38 per share at year end 2017. If we go even more conservatively

and remove the large amount for decommissioning liabilities we end

up with a very, very conservative value of $2.31 per share net (Chart

#11)
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UPCOMING EVENTS

May 2018 Schachter Energy Report
May 24 @ 8:00 am - 5:00 pm MDT

June 2018 Black Gold Interim Update
June 14 @ 8:00 am - 5:00 pm MDT
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Our 12 Month Target for RZE is $3.50 or a very cheap 2.5x 2018 cash

�ow. The stock would be a very Attractive Purchase below $2.30 per

share, and a Table Pounding BUY under $2.10. As RZE is a new

company to investors, it may need a few more quarters of growth to

gain a market multiple. Near term issues for investors is to see how

they can grow via the drill bit as well as via reactivations and how they

use new technology to lift recovery levels from their aged �elds.

Our 3-5 year bull market target of $12.00 per share re�ects our

forecast of RZE producing >10,000 boe/d in 2022-2023 which should

be worth $50,000 per �owing boe. We are assuming that some

additional share issues will occur from either a �ow-through CDE

o�ering or direct new equity sales and a lift in the debt level as cash

�ows and production warrant adding of debt. We expect they will

have 22-25M shares outstanding in 2022 and debt and

decommissioning obligations of $200M.

Annual Financials

Source: Razor Energy and SER forecasts

Balance of Evidence

POSITIVES

Razor’s management have an attractive game plan to add production

from large legacy oil �elds. Via reactivations/recompletions, new drills

plus the application of new technologies and water �oods, they should

be able to build a decent sized company with low decline rates and the

ability down the road to pay substantial dividends.

Razor may have considerable upside from drilling directionally to below

the lake at Smoke Lake (south of Fox Creek) and gain access to reserves

with higher productivity and growth potential.

Razor has added more land in their core area taking advantage of very

cheap land prices. At one area, Windfall, they added 24 sections to

develop and explore. The oil exploration play is in the Belloy zone at

2,000 metres. This could be a 2019 activity area.

ISSUES OF CONCERN

Razor has a 1.2x LMR ratio (which is too low) but plans on bringing this

up to 2.0 by mid-2019. If they exit 2018 at 5,600 boe/d the LMR will

have risen to 1.7x.

To lower operating costs RZE plans on utilizing some of their natural

gas to create electricity for their water �ood operations. We would like

to see this occur over the next 12-18 months. Operating costs in Q1/18

were $27.51 per boe and we would like to see them fall below $18.00

per boe.

The four well development program at Kaybob was disappointing with

aggregate production adds of only 86 boe/d. They will need to refocus

their drilling program once they determine where the best locations

are, given the migration issues.

RAZOR ENERGY CORP. (RZE-V)
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Source: stockcharts.com May 18, 2018
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