
SEPTEMBER 2011

CORPORATE PRESENTATION

TOM SIMONS  PRESIDENT & CHIEF EXECUTIVE OFFICER

CRIAG NIEBOER  CHIEF FINANCIAL OFFICER



Forward-looking Information 
and Statements

The following presentation contains certain forward-looking statements and forward-looking information, within the meaning of applicable 
securities law, which are based on the Corporation’s current expectations, estimates, projections, assumptions and beliefs. The use of the 
words “build”, “improve”, “expand”, “extend”, “expect”, “grow”, “will”, “continue”, “develop”, “pursuit”, “target”, “plan” and similar expressions is 
intended to identify forward-looking statements and forward-looking information. In particular, but without limitation, this presentation contains 
forward-looking statements regarding growth strategies, business initiatives, product performance and distribution targets.  

The forward-looking statements and forward-looking information are not guarantees of future performance and involve known and unknown 
risks, uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in the forward-looking 
statements and information. Many of these specific risks and uncertainties are discussed in further detail in the Corporation’s most recent 
Management’s Discussion and Analysis (“MD&A”) relating to Operating Results and the Corporation’s most recent Annual Information Form 
(“AIF”). The MD&A and AIF are available through the internet on the Corporation’s SEDAR profile at www.sedar.com or by requesting copies 
of the documents from the Corporation. You are also referred to the risk factors described in other documents the Corporation files from time 
to time with securities regulatory authorities. Additionally, you should be aware that historical results are not necessarily indicative of future 
performance.

The Corporation believes the expectations reflected in the forward-looking statements and forward-looking information are reasonable but no 
assurance can be given that these expectations will prove to be correct, and such forward-looking statements and information should not be 
unduly relied upon. The Corporation provides the forward-looking information as of the date of this presentation and, other than as required 
by law, the Corporation does not undertake to update or revise any forward-looking statements or information as a result of new information, 
future events or otherwise.

Without limiting the foregoing, the forward-looking information and forward-looking statements in the following presentation are expressly 
qualified by this cautionary statement.
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Premier Independent Drilling Fluids 
Company in North America

• Innovative and patented drilling fluid technologies for horizontal drilling.

• IPO was March 2, 2006, and have increased Canadian Market share 
from 8% to greater than 25%.

• Entered US Market in 2008 and recently acquired ~ 3% of the US market 
through two material accretive acquisitions (Champion and Fluids 
Management). US market share has grown to approximately 6% in 
less than 18 months.

• Diversified into complimentary business lines through EQUAL Transport, 
Clear Environmental Solutions, and PureChem Services.

• Completed corporate conversion with associated tax shield ($58 million) on 
January 1, 2010 becoming a growth oriented dividend paying corporation.

• Dividend $0.04 per month ($0.48 annual ~ 4.4% yield) post 3 for 1 stock 
split on July 13, 2011.
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Experienced Management

page 4* AES Drilling Fluids is the US subsidiary of CES

Individual Position Biography

Thomas Simons Director and President and
Chief Executive Officer

• Vice President and one of the principals of Impact Fluid Systems Inc. 

• Technical Sales Manager for Newpark Canada and Protec Mud Services for five years

• Prior to Newpark Canada, Mr. Simons was a technician with MI Drilling Fluids Ltd. 

• Over 20 years of experience in the Canadian oilfield service industry

Craig Nieboer, CA Chief Financial Officer
• Financial/Management positions with internationally recognized service and exploration 

and production companies including Amerada Hess, BrazAlta Resources Corp.

• Over 20 years of experience in the energy business

Kenneth Zinger Chief Operating Officer 
President of AES Drilling Fluids*

• President and one of the principals of Impact Fluid Systems Inc. 

• Worked as a Technical Sales Representative for Newpark Canada for three years

• Worked in the field in various drilling related capacities for nine years before joining 
Protec Mud Services as a Drilling Fluids Technician

• Over 20 years of experience in the Canadian oilfield services industry 

Kenneth Zandee Vice President, Marketing

• Held various positions with Viper Drilling, Big Sky Drilling and Simmons Drilling before joining 
Canadian Fluids Services as a Drilling Fluids Technician in 1994

• Prior to becoming Vice President and Sales Manager of Canadian Fluids Services in 2001, 
held various technical sales positions with CFS and was a field technician for three years 

• Over 20 years of experience in the Canadian oilfield services industry

Jim Sherman
Director of CES
President, Fluids 
Management Division

• Co-founder and President of Fluids Management

• Thirty-eight years in drilling fluids business sales and service

• Extensive expertise in product development for new drilling environments

• US shale play and synthetic fluid expert



Expanding our North American Footprint

• US Organic expansion in 2008

• Sales/operations based in 
Denver, Houston, Ft Worth, 

Pittsburgh and Oklahoma City

• Focused on resource plays 
where our innovative and 

patented technologies create 
value

• Recent acquisitions create strong 

and distinct platforms to service 
core US unconventional resource 
plays

• US revenue outpaced Canadian  
revenue in the last half of 2010
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•

US market share

< 1%
Q3 2009 

~ 6%
Q2 2011 



Strategic US Acquisitions

CES has completed two accretive US acquisitions

• Champion Drilling Fluids (“Champion”) (Dec 2009) a leading full-service drilling fluids company 
in the US midcontinent region. 13 active mud jobs running on close.

• Fluids Management (“FMI”) (June 2010) a leading full-service drilling fluids company in the US 
that specializes in environmentally superior synthetic invert drilling fluids. FMI operates in Texas, 
Louisiana, West Virginia and Pennsylvania, and off-shore Gulf of Mexico. 35 active mud jobs 
running on close.

Focus of the acquisitions
• Partner with like-minded entrepreneurial management, with impressive long-term customer 

relationships from which to build out a US expansion strategy with technology and superior 
execution

• Acquire a geographic foot-print that covers the major US resource play drilling activity

Structure

• Pricing based on conservative estimates of after-tax cashflow required to fund on-going dividend

• Vendors took back escrowed equity (~1/3 of purchase price), equity markets accessed 
for balance

• Key level of vendor employees have participated in transactions with retention agreements

Results

• Acquired ~3% have grown to ~6% in less than 18 months
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Competitive Advantage 
Through Technology
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Patent No. CA 2583484/ CA 2693431
Patent No. US 11/729,775



Competitive Advantage Through 
Patented Product Line
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• By coating the inner well-bore, 
Seal-AX reduces the volume of 
expensive liquid hydrocarbon 
required to build drilling fluid 
systems for deeper wells, 
including horizontal wells drilled to 
be multi-stage fracced.

• Fluid systems using liquid 
hydrocarbons are the current 
optimal method to drill horizontal 
wells to prevent wellbore collapse.

• Seal-AX reduces frictional forces 
between drill pipe and wellbore 
which creates faster drilling rates.



Competitive Advantage 
Through Technology

Applications
• Heavy Oil

• Bakken

• Lower Shaunavon

• Viking

• Cardium

• Bluesky

• Glauconitic

• Montney

• Pekisko

• Swan Hills

• Torquay

• Wabaska

• Midale

• Frobisher
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Oil Sands – Competitive
Advantage Through Technology

Tardrill solves “sticky” 
problems in the oil sands
• Stops “sticky” bitumen from 

restricting movement of drill 
pipe/liners

• Does not “mine” oil from the 
sand which would increase 
drilling costs and risks 
production failure post drilling

• 80-90% of the oil sands is too 
deep to be open pit mined, and 
consequently will be recovered 
through the drilling of wells
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Alternate drilling fluid 
creates possible 
communication of 
well bores as a result 
of eroded hole
(~50% – 150% washout)

Liquidrill/Tarbreak
creates gauge well bores 
(<10% washout)



Oil Sands – Competitive
Advantage Through Technology
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Competitive Advantage
Through Technology

Applications 
• Specialized environmentally  

friendly synthetic oil based 
mud system

• Most cost effective synthetic 
drilling fluid system

• Allows for the benefits of a 
hydrocarbon based drilling 
fluids to be utilized in 
environmentally sensitive 
regions with ‘resource play’ 
horizontal drilling

• Major driver of success in 
the highly environmentally 
sensitive Marcellus Shale 
region
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Competitive Advantage
Through Technology

Applications 
• Coating the inner well-bore 

enhances the inhibitive quality of 
a water based mud system. This 
helps to prevent wellbore failure 
in deeper horizontal wells drilled 
in tight formations to be multi-
stage fracced.

• Improves performance of water 
based drilling fluids to be utilized 
in environmentally sensitive 
regions with ‘resource play’ 
horizontal drilling

• Reduces frictional forces 
between drill pipe and wellbore 
which creates faster drilling 
rates
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New Growth Opportunity

PureChem is CES’ entry into the 
manufacture of mud chemicals and 
of production chemicals

• Facility is centrally located in 
Carlyle, SK

• Complimentary to existing 
business and core competencies

Objectives

• Mud Chemicals – Capture margin 
and control quality of proprietary 
products

• Production Chemicals – Diversify 
from drill bit focused revenue and 
enter growing market 

Results

• Facility completed (< $4 million 
capital cost) 

• Production and chemical sales 
launched in Q1 2011 page 14



Our Financial Results
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Common Shares – Total Common Shares(1) 54.8 million 

Stock Options Outstanding(1) 3.4 million

Share Price(1) $11.03

52 Week High/Low(1) $13.57/$5.65

Market Capitalization ($mm)(1) $605 million

Net Working Capital ($mm)(2) $42.0 million

Property, Plant and Equipment ($mm)(2) $35.0 million

Bank Operating Line Capacity ($mm)(1) $80.0 million

Long-Term Debt ($mm)(2) $4.7 million

Annualized Dividend (per share)(1) $0.48 or $0.04/month

Approximate Annualized Yield(1) 4.4%

Management/Insider Holdings (approx)(3) 24%

1) As at Septmeber 6, 2011 after 3 for 1 stock split in July 2011
2) As of June 30, 2011
3) Includes Champion and FMI vendor escrowed common shares



Our Financial Results
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1) Net earnings before interest, taxes, amortization, loss on disposal of assets and unit-based compensation
2) Canadian marketshare is estimated based on operating days
3) Canadian Association of Oilwell Drilling Contractors average monthly drilling rig count
4) Post Corporate Conversion Payout Ratio no longer reported 
5) US marketshare is estimated on operating days nmf = Not meaningful
6) 2011 financial figures prepared in accordance with IFRS

($000’s) 2007 2008 Q1 Q2 Q3 Q4 2009 Q1 Q2 Q3 Q4 2010 Q1(6)

2011
Q2(6)

2011

Revenue 60,420 125,069 30,298 12,634 19,219 27,303 89,454 49,038 27,212 78,398 94,468 249,116 111,539 86,967

Gross Margin 19,075 36,696 8,045 3,422 6,085 9,160 26,712 15,467 6,500 22,741 27,465 72,173 32,315 22,971

% of revenue 32% 29% 27% 27% 32% 34% 30% 32% 24% 29% 29% 29% 29% 26%

SG&A 8,622 16,064 4,425 3,477 4,079 4,773 16,754 5,976 5,097 9,886 10,619 31,578 14,586 13,287

% of revenue 14% 13% 15% 27% 21% 18% 19% 12% 19% 13% 11% 13% 13% 15%

EBITDAC (1) 10,480 20,595 3,689 (52) 2,004 4,373 9,940 9,532 1,378 13,453 17,121 41,476 20,792 12,501

% of revenue 17% 16% 12% 1% 10% 16% 11% 19% 5% 17% 18% 17% 19% 14%

Distributions/Div. 
Declared 8,916 9,906 2,642 2,647 2,683 2,787 10,759 2,414 2,798 3,786 5,042 14,040 5,807 6,573

Payout Ratio 90% 62% 76% nmf 142% 77% 122% NA (4) NA (4) NA (4) NA (4) NA (4) NA (4) NA (4)

Estimated Cdn
Marketshare (2) 17% 21% 20% 30% 27% 28% 25% 26% 26% 28% 28% 27% 29% 25%

CAODC Rig Count 
(3) 339 364 320 105 176 273 218 320 154 323 398 327 534 190

Estimated US 
Marketshare (2) (3) NA <1% <1% <1% <1% <1% <1% 2% 2% 5% 6% 4% 6% 6%



Summary

• We have grown to be the largest drilling fluids provider in Canada (25-30%)

• We are expanding our position in the US (~6% and growing)

• Our unique product offerings (like Seal-AX™, PolarBond™,  ABS40™

and Liquidrill™) are focused solutions for horizontal resource play drilling 
and provide a competitive advantage

• Production chemicals (PureChem) provides an incremental growth 
opportunity in a new service segment

• We have an experienced, aligned and motivated team

• We pay a monthly dividend, have a strong balance sheet and 
are growing profitably within a low capex business model
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Our Divisions
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