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Corporate Profile

Focused on oil and gas royalties

2Winter 2019

2018E production 11,250-11,500 boe/d

2018E operating income from royalties 99%

Annual dividend (1) ($0.0525 per month) $0.63/share

2018E revenue from oil & NGL 87%

Current dividend yield (2) (3) 8%

Market capitalization (2) (3) $1.0 billion

Net debt to funds from operations (4) 0.6x

1. Based on current dividend rate

2. Based on FRU closing share price of $8.27 on December 31, 2018

3. Based on 118.4 million shares outstanding as December 31, 2018

4. Based on net debt and trailing 12-month funds from operations at September 30, 2018 
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Investment Performance

22+years
of delivering value;

Cumulative 

dividends declared 

$31.68/share 
($1.6 billion in dividends)
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 Freehold Royalties Ltd.

 S&P/TSX Oil and Gas Exploration & Production Index

 S&P/TSX Composite Index

From November 25, 1996 to December 31, 2010 reflects distributions paid on trust units of 

Freehold Royalty Trust, with distribution reinvestment, and from January 1, 2011 to December 

31, 2018 reflects dividends paid on common shares of Freehold, with dividend reinvestment.

From a $10/share investment at IPO 

with dividends reinvested, Freehold 

has returned $85 to its shareholders

Winter 2019
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Strong Track Record

2015 2016 2017 YTD 2018

Royalty Production 

(boe/d)
8,310 9,936 10,963 10,854

Royalties as a % of 

operating income
87% 93% 96% 99%

Royalty acres(mm) 3.7 5.9 5.7* 6.2

Tax pools (mm) $966 $1,028 $966 n/a

Net debt/funds from 

operations
1.4x 0.8x 0.6x 0.6x

Acquisitions (mm) $411 $163 $87 $51

4

*Integration of large 2016 acquisition resulted in gross acreage overlap and a corresponding reduction in gross royalty acres year-over-year
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YTD reflects period end September 30 th , 2018
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Near-Term Outlook

ÅDebt to funds from operations <1.0x

ÅCurrent dividend within our payout strategy (60% -80% of adjusted 

payout ratio)

Enhance Value by 

Preserving our Financial 

Flexibility

ÅRoyalty market continues to be active

ÅFreehold completed >$50 million in transactions through Q3 -2018

ÅAdded both growth and low decline oil assets

Create Value via 

Acquisitions

ÅCreated 100 new leases on our royalty lands in 2018

ÅRemain flexible with royalty rates on our lands

Create Value by 

Increasing Activity on our 

Royalty Lands

5Winter 2019
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Oil Price Leverage
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West Texas Intermediate

Identical assumptions to Freeholdõs November 14th, 2018 guidance other than WTI oil price

Free Cash Flow Per Share=Funds from Operations Per Share-Capital Spending Per Share

At 2018 commodity price levels, Freehold 

generates free cash flow over and above its 

dividend

Winter 2019
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Sustainable Dividend
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Basic Payout Ratio Adjusted Payout Ratio

Basic Payout Ratio = Dividends declared/funds from operations

Adjusted Payout Ratio = (Dividends paid in cash + capital expenditures)/funds from operations

Increased monthly dividend from $0.05 to $0.0525 in Q1 -18

Freehold is targeting an adjusted 

payout ratio of 60%-80%. 

Winter 2019
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0.8x Net Debt/Funds from Operations
(forecast at December 31, 2018)

Winter 2019

Strong Balance Sheet
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Royalties=Low Risk
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Winter 2019

Freehold provides a lower risk vehicle to play 

upside in oil and natural gas prices
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Royalties = Strong Operating Margins
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99%
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Working 
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Winter 2019

YTD reflects period end September 30 th , 2018
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Enhancing Our Royalty Focus
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Winter 2019

Freehold has grown and improved the quality of our royalty 

production while reducing our working interest volumes
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Cash Costs
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We continue to reduce our cash costs

Cash costs =operating costs + interest expense + royalties + general & administrative costs + share based compensation paymen ts

Winter 2019
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YTD 2018 Royalty Drilling Results
Top operators

YTD 2018

Gross 

Wells

Net 

Wells

Teine Energy 50 4.4

Crescent Point 19 1.0

Vermilion (Spartan) 16 0.7

Tundra Oil and Gas 11 0.7

Bonterra Energy 28 0.6

Whitecap Resources 25 0.6

Baytex Energy 12 0.5

Karve Energy Inc 16 0.4

Torc Oil and Gas 9 0.3

Others 113 4.1

Non -Unit Total 299 13.1

Unit Wells 200 0.8

TOTAL 499 13.9

MISSISSIPPIAN/BAKKEN
Spartan, Crescent Pt, Tundra, TORC, 

Cona, Corex

SHAUNAVON/CANTUAR
Crescent Pt, Whitecap

VIKING 
Teine, Raging River, 

Whitecap, Tamarack

Barons
Tamarack

MANNVILLE HEAVY OIL
CNRL, Rifle Shot

CARDIUM
Bonterra , Obsidian, Yangarra

SPIRIT RIVER
Tourmaline, Perpetual

MONTNEY
Hammerhead

Duvernay
Artis

YTD 2018 Royalty Drilling

Non -Unit: 299 Gross Wells ð13.1 Net

Unit: 200 Gross Wells ð 0.8 Net

Total: 499 Gross Wells ð13.9 Net

Totals may not add due to rounding
YTD reflects period end September 30 th , 2018Winter 2019
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Royalty Drilling Trends
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Lease Counts 2013-2018

15

0

20

40

60

80

100

120

2013 2014 2015 2016 2017 2018 YTD

Lease Period

Actual Forecast

Winter 2019

Freehold leasing activity increased in 2018
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Large Diversified Royalty Portfolio
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Area Prospect 

Inventory

Undiscounted Total 

Value ($mm)

Central Alberta 8,001 2,611

Southeast Saskatchewan 3,316 1,426

Western Saskatchewan 2,678 1,681

Northwest Alberta 1,404 536

Southern Alberta (excluding 

Shallow Gas)

2,316 477

Shallow Gas 3,410 262

Other 8

Total All Areas 21,124 $7,001

Based on information and commodity price assumptions outlined on pages 17 -20 of the 2017 Asset Book

Columns may not add due to rounding

>80% of 

Undiscounted 

Total Value

associated with oil 

prospects

Winter 2019
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Asset Book Conclusions (April 2018)

Å Oil -weighted asset base

Å Diversified portfolio attracts activity

Å >21,000 Future Royalty Locations

Å >40 years of future development

Å $7 billion Unrisked Undiscounted Total Value

17Winter 2019
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Why Own Freehold

18

Oil price leverage Change in WTI from $50 to $60/bbl increases our free cash 

flow >30%

Sustainable Adjusted payout target 60%-80%

Top tier cash netbacks >$38/boe Q3-2018

Cash costs ~$5/boe

~8% yield

Strong balance sheet, 

low risk business

Q3-2018 net debt to trailing funds from operations 0.6x

Royalties provide top line revenue without exposure to 

capital, operating and environmental costs

Quality assets, 

multi -year upside

Material positions in Viking Dodsland and SE, SW 

Saskatchewan with active operators

>40 years of drilling inventory

Winter 2019
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Supplemental Information
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2018 Guidance

2018 Annual Average November 14th, 2018

Daily production boe/d 11,250-11,500

West Texas Intermediate (WTI) crude oil US$/bbl 65.00

Edmonton Light Sweet crude oil Cdn$/bbl 70.00

AECO naturalgas Cdn$/Mcf 1.55

Exchange rate Cdn$/US$ 0.77

Operating costs $/boe 1.45

Generaland administrative costs* $/boe 2.50

Weighted average shares outstanding millions 118

* General and Administrative costs do not include share based compensation

20Winter 2019
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Corporate Sensitivities

21

Variable Change (+/ - ) Estimated change in funds 
from operations ($/share)

West Texas Intermediate (WTI) US$1.00/bbl 0.02

Canadian/U.S.dollar exchange rate US$0.01 0.02

WTI/WCSdifferential US$1.00/bbl 0.01

AECO natural gas Cdn$0.25/mcf 0.02

Interest rate 1% 0.01

Oil and NGL production 100 bbls/d 0.02

Natural gas production 1,000 mcf/d 0.004

Corporate sensitivities based on November 14th, 2018 Key Operating Assumptions

Calculations are performed independently and may not be indicative of actual results that would occur when multiple variables change at the 

same time.

Winter 2019
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Production History

22

Continuing upward trend over our history
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Royalty Production Growth
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Freehold has increased royalty 

production by >40% since Q1-2015

Winter 2019
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Dividend History
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Freehold has increased its 

dividend the past two years



TSX : FRU  |  

Disciplined Acquirer

25

Year Area

Cost

($ millions)

Initial Production

Acquired (boe/d)

2007 AB/SK 90 700

2010 AB, SK and BC 38 400

2011 NW AB 7 100

2012 AB, SK and BC 60 600

2013 Numerous small acquisitions 10 30

2014 SK/MB/AB 248 1,500

2015 SK/AB/BC 410 2,100

2016 SK/AB 162 1,700

2017 SK/AB 87 420

2018 SK/AB 51 225

TOTAL $1,163 7,775

Winter 2019
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Diversified Royalty Payors

26

Diversified group of payors: Top 30 account for approximately 80% of royalty revenue on a trailing 12 month basis.

Winter 2019
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FRU Stock Price Tracks Oil Price
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Owner of Legacy Lands

Å Mineral titles held in perpetuity

Å Historic land grant to predecessor of Hudsonõs Bay Company in 1670 by the King 

of England

Å HBC surrendered land to Canada in 1870 for cash and 1/20th of lands

(Section 8 and ¾ of 26) 

in Western Canada (HB Lands)

Å Portion of the HB Lands 

purchased by Canpar in 1979

Å Producing HB Lands 

purchased from Canpar 

by Freehold in 1996

28

8s and 26s

Winter 2019
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Advisories

Forward -Looking Information This presentation offers our assessment of Freeholdõs future plans and operations as at November 14, 2018 and contains forward-looking information including, 2018 

average daily production, 2018 estimated cash costs, 2018 operating income, expected percentage of 2018 production from royalties, expected dividends, 2018 net debt to trailing funds from 

operations, 2018 revenue from oil and ngls, 2018 operating costs per boe, expected  2018 capital spending on royalty lands, expected 2018 general and administrative expense per boe, expected 2018 

stock based compensation payments, expected 2018 capital expenditures, future drilling locations, potential years of future development and upside associated with our royalty lands, expectation of 

annual declines on current production, expected 2018 royalty wells to be drilled, expected sensitivities of funds from operat ions and free cash flow to changes in commodity prices, expected 2018 

adjusted payout ratio, Freeholdõs objective to deliver growth and low risk attractive returns to shareholders over the long term and how we intend to accomplish that objective and 2018 broader 

guidance including commodity forecasts. 

This forward-looking information is provided to allow readers to better understand our business and prospects and may not be sui table for other purposes. By its nature, forward-looking information is 

subject to numerous risks and uncertainties, some of which are beyond our control, including the impact of general economic c onditions, industry conditions, volatility of commodity prices, currency 

fluctuations, imprecision of reserve estimates, environmental risks, taxation, royalties, stock market volatility, our ability to access sufficient capital from internal and external sources, counterparties to 

transactions to satisfy their contractual obligations, third parties' ability and willingness to continue development of land s in which Freehold has an interest as expected, and risks inherent in the oil and 

gas industry. In addition, the paying of dividends is subject to the discretion of the board of directors of Freehold and is subject to a number of factors. As such future dividends are unlikely to reflect 

the past dividends paid on the common shares. Risks are described in more detail in Freehold's annual information form for the year ended December 31, 2017 which is available under Freehold's 

profile on SEDAR at www.sedar.com.

You are cautioned that the assumptions used in the preparation of such information, although considered reasonable at the tim e of preparation, may prove to be imprecise and, as such, undue reliance 

should not be placed on forward -looking information. Although we believe that the assumptions underlying such forward -looking statements are reasonable, we can give no assurance that the plans, 

intentions or expectations upon which such forward -looking statements are based will occur. In addition to other factors and assumptions that may be identified in this presentation, assumptions have 

been made regarding, among other things: the impact of increased competition, the general stability of the economic and polit ical environment in which we have an interest in oil and natural gas 

properties, the timely receipt of any required regulatory approvals, policies with respect to acquisitions and payments of di vidends, the ability to obtain qualified staff, equipment and services in a 

timely and cost efficient manner, drilling results, the ability of the operator of the projects we have an interest in to ope rate the field in a safe, efficient and effective manner, the continued development 

of the lands in which we have a royalty interest, that third parties such as royalty payors, operators of the lands in which we have a working interest and other contractual counterparties will satisfy their 

obligations as required, our ability to obtain financing on acceptable terms, field production rates and decline rates, the a bility to replace and expand oil and natural gas reserves through acquisition, 

development and exploration, the performance and characteristics of the oil and natural gas properties in which we have an interest, the timing and costs of pipeline, storage and facility construction 

and expansion and the ability of the operator of the properties in. You are further cautioned that the preparation of financi al statements in accordance with International Financial Reporting Standards 

requires management to make certain judgments and estimates that affect the reported amounts of assets, liabilities, revenues, and expenses. These estimates may change, having either a positive or 

negative effect on net income, as further information becomes available and as the economic environment changes. which we have an interest to secure adequate product transportation, future oil and 

natural gas prices, the regulatory framework regarding royalties, taxes and environmental matters in the jurisdictions in which the Corporation has an interest in oil and natural gas properties and the 

ability of the operator of the properties in which the Corporation has an interest to successfully market its oil and natural gas products.

We can give no assurance that any of the events anticipated will transpire or occur, or if any of them do, what benefits we will derive from them. The forward-looking information contained herein is 

expressly qualified by this cautionary statement. To the extent any guidance or forward looking statements herein constitute a financial outlook, they are included herein to provide readers with an 

understanding of management's plans and assumptions for budgeting purposes and readers are cautioned that the information may not be appropriate for other purposes. Our policy for updating 

forward-looking statements is to update our key operating assumptions quarterly and, except as required by law, we do not undert ake to update any other forward -looking statements. 

29Winter 2019
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Advisories cont.
Non -GAAP Financial Measures Within this presentation, references are made to terms commonly used as key performance indicators in the oil and natural gas industry. We believe that operating 

income, operating margin, free cash flow, cash costs, cash netback, basic payout ratio and adjusted payout ratio are useful supplemental measures for management and investors to analyze operating 

performance, financial leverage, and liquidity, and we use these terms to facilitate the understanding and comparability of o ur results of operations and financial position. However, these terms do not 

have any standardized meanings prescribed by Canadian generally accepted accounting principles ("GAAP") and therefore may not be comparable with the calculations of similar measures for other 

entities. Operating income which is calculated as gross revenue less royalties and operating expenses, represents the cash margin for product sold. Operating margin represents operating income 

versus our gross revenue. Free cash flow is a measure used by dividend paying companies to provide an estimate of how much cash might be available for the payment of dividends. Free cash flow is 

calculated by subtracting capital spending from funds from operations. Cash costs is a total of all recurring costs in the statement of income (loss) deducted in determining funds from operations. For 

Freehold cash costs are identified as royalty expense, operating expense, general and administrative expense, interest expense and share based compensation payments. Payout ratios are often used 

for dividend paying companies in the oil and gas industry to identify its dividend levels in relation to the funds it receive s and uses in its capital and operational activities. Basic payout ratio is 

calculated as dividends declared as a percentage of funds from operations. Adjusted payout ratio is calculated as dividends paid in cash plus capital expenditures as a percentage of funds from 

operations. In addition, this presentation refers to various per boe figures, such as revenues and costs, which provide meaningful information on Freehold's operational performance. Per boe figures are 

derived by dividing the relevant revenue or cost figure by the total volume of oil and natural gas production during the peri od, with natural gas converted to equivalent barrels of oil as described 

below. See Freehold's most recent management's discussion and analysis, which available on SEDAR at www.sedar.com, for more details on Freehold's use of Non-GAAP Financial Measures.

Barrels of Oil Equivalent (boe) ratio: 6 Mcf = 1 barrel. The 6:1 boe ratio is based on an energy equivalency conversion method primarily applicable at the burner tip. It does not represent a value 

equivalency and is not based on either energy content or current prices. While the boe ratio is useful for comparative measures,it does not accurately reflect individual product values and might be 

misleading, particularly if used insolation. As well, given the value ratio, based on the current price of crude oil to natural gas, is significantly different from the 6:1 energy equivalency ratio, using a 6:1 

conversion ratio may be misleading as an indication of value.  

Terminology. Throughout this presentation various abbreviations are use to represent different periods of activity. Any references to òyear-to-dateó and òYTDó refer to the period from January 1, to 

September 30 of the stated year. òQ3ó refers to the period from July 1 to September 30 of the stated year. òEó refers to an estimated or expected amount or value for the stated year or at the stated 

yearõs end (see Forward-Looking Information).  òAó refers to actual reported amounts or values for the stated period.  

Advisory Relating to Future Upside. In this presentation, Freehold has presented an analysis of the potential upside (including both volumes and values) of the Royalty Lands. The potential upside 

has been internally prepared by Freehold utilizing the assumptions and methodology on page 19 -20 of the Asset Book which is available on Freeholdõs website at www.freeholdroyalties.com. The 

volumes represented as òFuture Upside Valueó and the values presented as òUndiscounted Future Upside Valueó in this presentation are not intended, and should not be construed, to represent an 

estimate of reserves or resources or the value associated with reserves or resources. The volumes presented as òFuture UpsideVolumesó and the values presented as òUndiscounted Future Upside 

Valueó have been presented to help investors understand managementõs assumptions utilized in determining areas of potential growth as well as part of the analysis utilized by management in 

assessing its potential royalty acquisitions; however, such òFuture Upside Volumeó and òUndiscounted Future Upside Valueó arenot determinative of the resources and the value of such resources that 

will actually be recovered from our Royalty Lands. It is improbable that the actual volumes recovered and associated values will equal the òFuture Upside Volumeó and òUndiscounted Future Upside 

Valueó presented herein as the actual volumes and associated values could be greater or less than the òFuture Upside Volumeó andòUndiscounted Future Upside Valueó presented herein.

There are more risks and uncertainties associated with the òFuture Upside Volumeó and òUndiscounted Future Upside Valueó thanthere would be with an estimate of reserves or resources. The risks 

associated with the analysis of the potential upside presented herein include, but are not limited to, the risk that the oper ators will not have availability of capital to further develop such properties; the 

accuracy of public statements and disclosures made by the operators on the Royalty Lands; the risk that no resources will be discovered in areas where Freehold has assumed there are resources for the 

purpose of analyzing the potential upside; the risk that if resources are discovered that they will not be recoverable; the risk that the character and quality of the reservoir will not be as good as in areas 

where there are existing wells; the risk that the actual performance of wells will not achieve the same performance as projected in the type curves; the risk that a material adverse change in the market 

price of the commodities that underlie the asset portfolio will affect future drilling and the value of any resources recover ed; the risk that regulatory approvals will not be received for the development 

of such Royalty Lands; the risk that no operators will be willing or able to lease and develop the Royalty Lands; and the absence of any other factors that could cause actions, events or results to differ 

from those anticipated, estimated or intended. In addition many of the risks set out under the heading òRisk Factorsó of the AIF filed with the Canadian securities regulatory authorities available at 

www.sedar.com and on our website at www.freeholdroyalties.com are relevant to the disclosure of the potential upside presented herein.
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Advisory Related to Future Drilling Locations. This presentation discloses several categories of drilling locations referred to as òupside locationsó, Future GORR Locationsor Future Mineral Title 

Locations. Such drilling locations constitute òunbooked drilling locationsó and proved locations or probable locations derived from, or òbookedó in, the Trimble Report. Proved and probable drilling 

locations account for drilling locations that have been attributed proved and/or probable reserves, as applicable, in the Tri mble Report. Unbooked locations are internal estimates based on Freeholdõs 

prospective acreage using the methodology set out on page 18-20 of the Asset Book which is available on Freeholdõs website at www.freeholdroyalties.com. Unbooked locations do not have attributed 

reserves or resources. The òupside locationsó, Future GORR Locations and Future Mineral Title Locations presented herein do not represent a forecast of the drilling that may take place on the Royalty 

Lands but rather show the potential future drilling that could occur on such Royalty Lands based on the methodology set out o n page 18-20 of the Asset Book. It is unlikely that the number of wells 

drilled on our Royalty Lands will equal the number of upside locations, Future GORR Locations and Future Mineral Title Locations presented herein. There is also no certainty that the actual wells drilled on 

our Royalty Lands will result in additional oil and gas reserves, resources or production.

The drilling locations on our Royalty Lands that are actually drilled will ultimately depend upon the willingness and ability of operators of such lands to proceed with such drilling, the assessment of the 

recoverability of resources by operators, availability of capital of the operators, regulatory approvals, seasonal restrictions, oil and natural gas prices, costs, actual drilling results, additional reservoir 

information and certain other factors. While certain of the unbooked drilling locations have been derisked by drilling existi ng wells in relative close proximity to such unbooked drilling locations, other 

unbooked drilling locations are farther away from existing wells where management has less information about the characterist ics of the reservoir and therefore there is more uncertainty whether wells 

will be drilled in such locations and if drilled there is more uncertainty that such wells will result in additional oil and gas reserves or production.
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