RAZOR ENERGY – RZE-V   Target Price (Peers)
P/NAV @ 2x:        $6.18
EV/DACF 2x:         $6.18 EV/Boepd 2.67x: $8.25
Symbol: RZE-V
Price (Aug 30/18): $3.09
52 Wk: 	$3.20/$1.25
MC: 	$48.5M

Corporate Value Profile

Razor Energy was founded by Doug Bailey and Frank Muller.  Doug Bailey (President and CEO) is a designated accountant and  has been engaged in the oil and gas industry since the early 2000’s. Starting with various restructuring mandates, Mr. Bailey evolved into a founder of Canadian Phoenix, which sold to Renegade Petroleum, and Hyperion Exploration. Most recently, Mr. Bailey co-founded Striker Exploration Corp. (“Striker”), which amalgamated with Gear Energy Ltd. in July 2016. RAZOR Management
The Company
Razor Energy is an Alberta based publicly listed junior energy company engaged in acquisition, exploration, development and production of petroleum and natural gas, primarily in Alberta. Since inception the company has bought mature, producing long-life legacy light oil fields in the Swan Hills and Kabob formations and enhanced the value and production by implementing optimization of water floods and utilizing new tertiary recovery technologies as well as recompleting wells and drilling initial 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.



Frank Muller (Snr VP, COO) is a professional geoscientist with 32 years of experience in Western Canada, primarily Alberta. Mr. Muller’s experience includes Chevron Canada, Hillcrest Resources and Jordan Petroleum. Mr. Muller co-founded Real Resources and WestFire Energy where he held increasingly senior managerial/executive roles. Most recently, Mr. Muller co-founded Striker, which amalgamated with Gear Energy Ltd. in July 2016RAZOR Properties

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. 
[image: https://www.schachterenergyreport.ca/wp-content/uploads/2018/05/2018may_rze_06.jpg]RAZOR Production Profile

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. 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.
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In 2018, 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 to 25 wells per year to keep production flat.

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.

[image: https://www.schachterenergyreport.ca/wp-content/uploads/2018/05/2018may_rze_annuals.jpg]


Source: Canaccord Genuity – August 30,2018Corporate Valuation Sheet: (go to www.alliancecapitalparters.ca/clients for full report access)
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[bookmark: _GoBack]PEER Averages Target Pricing:(Aug 30, 2018)
Price/NAV: 2x       $ 6.18
EV/DACF (2018): 2x $ 6.18
EV/BoeProd: 2.67x   $ 8.25
Go to www.alliancecapitalpartners.ca/clients for full report access.
Synopsis and Conclusion:

Since inception in spring of 2017 the management team at RAZOR Energy has utilized debt funding from Alberta Investment Management Corporation (AIMco) and equity issuance to acquire existing production and facilities and subsequently add recompletion production from a large inventory of wells to generate accretive cash flow and significant increases to property reserves.
Cash flow is now sufficient to capitalize further re-completion production additions and continue to grow both cash flow and reserves.
Peer valuations dwarf RZE despite its lower exploration and production life profile.  At current oil pricing RZE reflects a significant value upside.
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Razor has reactivated 63 (gross) wells since September 2016 adding over 1,750 boepd (net)

Crosayna Ever\ts Expendi?ure Production
(625) ($MM) (boepd)
Swan Hills 31/28 4.6/4.2 1,180/ 1,074
Kaybob 32/18 48/27 1,270/ 711
Total 63 /46 9.4/6.9 2,500/1,784

Note: Al figures above are Razor grossinet working interest

* Average capital efficiency - $3,900 / boepd
* Average expenditure per event - $149,000
* Average production per event - 39 boepd
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Production (b/d)

Cash Flow Per Share

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Actual  Actual  Actual  Forecast Forecast  Actual  Actual  Actual  Forecast Forecast
Average Production 3,813 5,000 5,800
a1 3,075 4,353a 5,450 0.02 034a 0.40
Q2 3,163 4,750 5,600 0.09 030 045
a3 4,07 5,300 5,850 0.04 036 050
a4 4,534 5,600 6,300 0.11 030 0.40 0.67
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May 18, 2018 2014 2015 2016 2017 2018 2019

Revenue $M
Production

ids b/d 3,405 5,100
Natural Gas Mmcf/d 33 35 44
Total 6:1 3,813 5,000 5,800
Volume Growth n/a 31% 16%
Per Million Shares 246 317 367

Wells reactivated 25 35 45
Gross Wells Drilled

Volumes

Oil & Liquids
Natural Gas
_
Cash Flow/Share $1.40 $2.02
Price/Cash Flow 6.0x 19x 1.3x
Net Capital Expenditure $M 226 360 a5
Cash Flow $M 48 222 32
Book Value/Share $0.95
Cap Expenditure/Cash Flow 8.9x 1.6x 1.4x
Prices  Actual Actual Actual Actual  SEREst SER Est.
(SER forecasts)
USSWTI  $92.92 $48.80 $43.46 $50.80 $54.00 $75.00

CSAECO  $4.48 $2.70 $2.21 $2.25 $2.50 $3.25
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Cash flows and payout ratios
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Crescent Point
(Coral Hills)

PRECEDENT TRANSACTION SUMMARY

Source: Haywood Securities (updated 2017-09-06)

Acquiring Company — Company/Asset Acquired Consideration

Production 2P Reserves EV/Production

Implied
Valuation For

EVRP  [EV/Production  EVI2P

(Csmm)  (boe/d)
5,060
2,150
5,150
3,300
3,200

Sep 2017
Jun 2017
Apr2017
Sep 2015
Jul 2015

ACCEL - Pengrowth Carson Creek $150
Cardinal ~ Apache House Mountain > $138
ACCEL - Pengrowth Judy Creek $185
Cardinal - Slave Lake $129
Crescent Point - Coral Hill corporate $258

Average

(mmboe)

310
102
210
182
176

($/boepd)

529,644
$64,000
$35922
$39,091
$80,625

49,857

($/boe) ($/sh) (8/sh)
$4.84 $6.30 $4.11
$1349 [ $1725 $12.63
$8.81 $9.15 $7.82
$7.11 $10.06 $6.08
$1466 | $2205 $13.83

$9.78

Crescent Point
new pool discovery

Crescent Point May2017
Crown Landsale (§6MM)

12 miles

Judy Creek
(Pengrowth)

ACCEL
Carson Creek
(Pengrowth)

& recent drill
program

Implied Valuation for RZE ($/sh)
Implied Valuation for RZE ($/sh) - excl. outliers
RZE Share Price as of January 29, 2018
Implied Premium to RZE Share Price

Implied Premium to RZE Share Price - excl. outliers

Notes:
(1) Razor 2P reserves indlude 3.7 mmboe of 2P reserves acquired in Kaybob acquisition on May 24,2017

(2) Razor shares outstanding 15.8 million

=

Based on estimated
Exit 2017 RZE
production 4,700
boepd
(90% oil & ngl's)

$1.60

(3) Cardinal Energy consideration is pro-rated for percent of production from House Mountain assets not including potential sale of Royalty Interests
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394 (270 net) sections of land with
majority-owned infrastructure plus 4,800
boepd at 90% light oil & natural gas liquids
with stable|0% base decline provides
foundation for Razor’s operations and
future growth

Production and development is focused
on light oil in Swan Hills Beaverhill Lake
(“BHL") and Kaybob Triassic (“Montney”)
formations

Geographically focused and highly
synergistic from a field, operating, technical
and financial perspective

Abundant running room with organic
growth potential through reactivations,
vertical and horizontal drilling
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Production by Quarter

(boepd using 6:1 natural gas equivalent)

Q22017
Closed Kaybob Acquisition

Feb/Mar 2017 >
and equity financing,

Closed AIMCo financing
and Swan Hills Acquisition,
completed go public
transaction. Negotiated
Kaybob Acquisition

Ql 2017

Q2 2017

Q32017

Focused efforts
reactivating shut-in wells in
both Swan Hills and

Kaybob

4,207

Q32017

Estimated Q4 2017
Closed 1%t Kaybob Triassic
Unit consolidation
acquisition. Continued
efforts reactivating shut-in
wells in both Swan Hills

and Kaybob.

4,262

Q4 2017

QI 2018
Closed 2 Kaybob
Triassic Unit
consolidation acquisition.
Drilling 3 deviated wells
in Kaybob.

4817

Ql 2018

Q42018
Continued efforts
reactivating shut-in wells
in both Swan Hills and
Kaybob. Drilling |
deviated well in Kaybob.

Q32018
Continued efforts
reactivating shut-in wells
in both Swan Hills and
Kaybob. Drilling 4

reactivating shut-in Wells | devjated wells in Kaybob.
in both Swan Hills and

Kaybob. Plant
turnarounds temporarily
affects production in
Kaybob.

Q22018
Continued efforts

4,624
5,092

Q2 2018 Q3 2018

Q4 2018
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2018 13% decline

Very low production
declines allow Razor to
grow at a very attractive
capital efficient rate.

#2017 observed base
declines of 10%**

#2018 expected base
declines of 13%**

I I I Note: Kaybob area plant turnarounds in June

m Kaybob area drilling
M Reactivations, workovers, and stimulations
B Acqusitions

m Base production
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