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Financials
In the past 12-months Kelt Exploration has grown their long term debt from $109.5 million to $134.8 million as of September
30, 2016. This increase in net company debt is forecasted to increase further in 2017 by an estimated $10 million. The Company also reported that they have drawn $90.2 million from their $137 million credit facility that expires in April of 2017.
During the third quarter, Kelt managed to boost cash flow from operations by 95% to $11.2 million, resulting in a slightly
elevated cash position of $257,000 at quarter end. Kelt Exploration historically has placed minimal hedges on their production, however during the third quarter of 2016 the Company did report net losses of $84,000 from derivative contracts.

Debt
 Total debt up $25.3 million since 9/30/2015, currently at $134.8 million
 $90.2 million in credit drawn upon the Company’s $137 million credit facility
 Forecasting a $10 million increase in net debt between year-end 2016 and year-end 2017
Since the third quarter of 2015, Kelt Exploration’s total debt has risen by $25.3 million, reaching $134.8 million as of September 30, 2016. The majority of the Company’s total debt is comprised of $90.2 million drawn upon their $137 million
credit facility, which has a maturation date of April 29, 2017. Kelt also has $90 million in outstanding principle on 5% convertible unsecured debentures that matures on May 31, 2021. As of September 30, 2016, current liabilities stand at $34.2
million, falling from the $47.2 million in liability at year-end 2015. Looking forward, Kelt intends to reach CAD$138 million in
net debt by year-end 2016 followed by CAD$148 million in debt by year-end 2017.

Cash Position
 3Q16 net cash flow from operations rose to $11.2 million, increasing 95% quarter-on-quarter
 Cash and cash equivalents reached $257,000 as of 9/30/2016
Kelt Exploration boosted cash flow from operations during the third quarter of 2016 to $11.2 million, representing a quarteron-quarter increase of 95% from the prior quarter when cash flow from operations came in at $5.8 million. Meanwhile, cash
flow from investing activity accounted for a $1.6 million drain on cash reserves and financing cash flows drew $9.6 million
from reserves. As a result of net positive cash flow, Kelt ended the third quarter of 2016 with $257,000 in cash, rising by
$34,000 from the prior quarter but down relative to the $644,000 in cash and cash equivalents at the start of 2016.
(Continued on page 3)

Kelt Exploration Debt Profile
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Hedges
 Kelt has historically partaken in minimal hedging activity
 Net derivative losses totaled $84,000 during the third quarter of 2016
During the third quarter of 2016, Kelt Exploration reported an $84,000 loss on derivative contracts for the limited derivatives
that were in place. Comparably, Kelt reported a $1.9 million net loss on derivative contracts during the third quarter of
2015. Kelt has limited exposure through derivative contracts, the current contracts in place are broken down in the table
below.

Operational Summary
Kelt Exploration reported third quarter 2016 production of 20.5 Mboe/d, representing a 10% year-on-year rise due. Total
spending on drilling & completions fell to $34 million during 2016, down drastically from the $74 million spent in 2015.
Looking ahead to 2017, Kelt intends to ramp up operations again with $74 million in planned drilling & completion activity.
The increase in spending will go towards the drilling of 16.5 net wells and the completion of 24.3 net wells in British Columbia and Alberta.

Production
 Third quarter 2016 production averaged 20.5 Mboe/d, up 10% year-on-year

 Third quarter 2016 production was comprised of 63% natural gas, 22% crude oil and 14% natural gas liquids
 2016 production expected to average 121 Mboe/d, equating to fourth quarter 2016 production of 20 Mboe/d
 Kelt is guiding 10% year-on-year production growth in 2017, equating to an average of 23 Mboe/d
Kelt Exploration’s third quarter 2016 production averaged 20.5 Mboe/d, improving by 2% quarter-on-quarter and up 10%
year-on-year. Crude oil production made up 22% of total production for the quarter, coming in at 4.6 Mbbl/d while 77.8
MMcf/d of natural gas production made up 63% of total volumes. Natural gas liquid production averaged 2.9 Mbbl/d,
equating to 14% of total production for the quarter. While crude oil volumes fell 4% year-on-year, natural gas rose 6% in
the same time period and natural gas liquids jumped up 76% year-on-year.
Kelt is guiding total production of 20 Mboe/d during the fourth quarter of 2016, falling to a record low for 2016. Looking
ahead to 2017, Kelt is aiming to boost production to an average 23 Mboe/d, equating to 10% year-on-year growth. Similar
(Continued on page 4)
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to prior year’s, Kelt will be natural gas-heavy in 2017 with an estimated 82 MMcf/d of natural gas production expected.
Notably, Kelt is basing their 2017 production forecast on WTI crude oil prices of $52.00/bbl and Nymex natural gas prices of
$3.05/mmbtu for 2017.

Total Company Production by Commodity
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Capital Spending
 2016 Capital budget set at $71.8 million, 80% lower than the $367 million spent in 2015
 Drilling & completion spending made up $34.4 million of the total spending budget in 2016, expected to ramp up 115%
to $74.4 million in 2017
 Total 2017 capital spending budget set at $99.2 million, increasing by 38% year-on-year
Kelt Exploration reduced its 2016 capital spending by $296 million as compared to 2015 spending, equating to a total budget
for 2016 of $71.8 million. The Company utilized this reduced budget primarily in the first half of the year with $36 million in
spending between January 2016 and June 2016. After spending just $9.3 million during the third quarter of 2016, Kelt will
ramp up operations in the fourth quarter with an estimated $25.9 million in planned spending. Looking ahead to 2017, Kelt
is increasing its capital spending plans by 38% year-on-year to $99.2 million.
Kelt also reported the areas that capital spending will be flowing towards. In 2016, a bulk of the planned spending has gone
towards drilling & completions despite the drastic budget cuts. Looking ahead, Kelt will boost the drilling & completions
budget by 115% for 2017 with $74 million in planned spending during the year.
(Continued on page 5)

2015-2017 Capital Spending Breakdown
Spending Category

2015

2016E

2017E

Y/Y Change

Dri l l i ng & Compl eti ons

$74.7

$34.4

$74.0

115%

Fa ci l i ti es , Equi pment & Pi pel i ne Infra s tructure

$41.4

$21.3

$19.2

-10%

La nd, Sei s mi c & As s et Acqui s i ti ons

$19.3

$16.1

$5.9

-63%

Other
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$0.0

$0.0
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Source: Criterion Research
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Drilling & Completion Program
 Kelt intends to drill 16.5 net wells and complete 24.3 net wells in 2017
 Kelt intends to end 2016 with 9 drilled-but-uncompleted wells
Kelt Exploration provided its drilling & completion plans for 2017. Utilizing a $74 million D&C spending budget, the Kelt intends to drill 7.5 net Alberta wells and 9 net British Columbia wells, equating to 16.5 net wells in 2017. Kelt is planning to
complete 24.3 net wells in 2017, with 14.3 wells being completed in Alberta and 10 net wells completed in British Columbia.
To accomplish this completion program, Kelt will have to dip into the 7.8 net drilled-but-uncompleted wells planned for year
-end 2016.

2017 Drilling & Completion Program
Region
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8

7.5

16

14.3
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Source: Criterion Research

Land Position Summary
 Kelt has boosted its land position by 649% Since March 2013
 Currently, the company holds 808,737 net acres in British Columbia and Alberta
As of September 30, 2016, Kelt reported a gross land position of 1,109,685 (808,737 net) acres with an average working interest of 73% across their assets. Notably, Kelt has grown its footprint in Alberta & British Columbia by 649% since March of
2013. In March 2013, Kelt held just 107,997 acres.
Kelt’s key regions of operation include the Montney/Diog Play in various blocks between British Columbia and Alberta. The
Company also is running a development program in the Baldonnel Oil Pool where they intend to drill their first exploration
(Continued on page 6)
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well in 2017. On comparable Baldonnel acreage, a competitor has produced 5 million barrels of crude oil and 5 billion cubic
feet of associated gas year-to-date. Kelt also has operations in the Pouce Coupe/Progress region and in the Valhalla/La
Grace region.

Kelt’s Midstream Assets
Kelt has eight midstream assets that aid in the gathering and processing from its key production zones, they are broken
down in the table in the table below.
(Continued on page 7)

Kelt Explorations Gathering & Processing Infrastructure
Capacity

Working
Interest

16 MMcf/d

100.0%

Di og/Montney

120 MMcf/d

Unknown

Di og/Montney

10 MMcf/d + 2.5 Mbbl /d

100.0%

Di og/Montney

28 MMcf/d

100.0%

Asset

Region

Fi reweed Compres s or Station

Di og/Montney

CNRL Wes t Stodda rt Na tura l Ga s Proces s i ng Pl a nt
Stodda rt Combi ned Proces s i ng Pl a nt
Inga Compres s or Station
Diog/Montney Total

174 MMcf/d + 2.5 Mbbl/d

Progres s Ga s Pl a nt

Pouce Coupe/Progres s

Unknown

20.0%

Pouce Coupe Compres s or Fa ci l i ty

Pouce Coupe/Progres s

Unknown

100.0%

Pouce Coupe/Progress Total

Unknown

Enca na Sexs mi th Ga s Pl a nt

Va l ha l l a /La Gl a ce

200 MMcf/d

0.3%

Kel t La Gl a ce Fa ci l i ty

Va l ha l l a /La Gl a ce

3.5 Mbbl /d + 20 MMcf/d

100.0%

Valhalla/La Glace Total

220 MMcf/d + 3.5 Mbbl/d

Company Total

294 MMcf/d + 6 Mbbl/d

Source: Criterion Research
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Kelt Exploration vs. Canadian Competitors
Kelt, in comparison to the Canadian producers being tracked by Criterion, is only moderately growing their production. In
comparison to the natural gas forecast given by upstream operators, Kelt Exploration’s 4% year-on-year growth forecast
lands in the middle of the pack near producers such as Bonterra Energy Corp and Bellatrix Exploration. For information on
those two entities, consult the Criterion Database.
Kent Exploration 2017 Natural Gas Growth Forecast v. Competitors
On a Percentage Basis
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In comparison to the 2017 crude oil production forecast given by Canadian operators, Kelt Exploration has a higher growth
than most (28% year-on-year growth). However, Kelt is only able to ramp up crude production by such a large percentage
because it only comprises a small portion of their total production portfolio.

Kent Exploration Crude Oil Growth Forecast v. Competitors
On a Percentage Basis
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ADDITIONAL INFORMATION AVAILABLE UPON REQUEST
_______________________________________________________________________________
This report is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any commodity, futures contract, equity, bond or option contract on
any other financial asset. Criterion Research does not provide investment, financial, tax, or other
advice, nor does it operate as a broker-dealer. Criterion Research does not recommend the purchase or sale of any particular security or securities. Although any statements of fact in this report
have been obtained from and are based upon sources that Criterion Research believes to be reliable, we do not guarantee their accuracy, and any such information may be incomplete or condensed. Criterion Research, its officers and/or employees, may at any time have a long and/or short
position in any commodity, futures contract, equity, bond or option contract on any other financial
asset mentioned in this report. All opinions and estimates included in this report constitute Criterion
Research judgment as of the date of this report and are subject to change without notice.
_______________________________________________________________________________
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