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Hemisphere Energy 

April 22, 2024 

Commentary by Dan Steffens 

Hemisphere Energy Corporation (HME.V and HMENF) is a Canadian Junior 

that has been moved to our High Yield Income Portfolio.  It generates strong 

enough cash flow from operations to fund all production growth going forward. 

The actual 4Q 2023 results were even better than my forecast. 

 

Thanks to completion of the Trans Mountain Pipeline, Hemisphere is now 

getting a much higher price for their oil starting in April. The Company's 

realized oil price in Q4 was $75.31Cdn/bbl, net of cash settlements that 

they received of $910,000 during the quarter. Q1 realized oil prices will be close to $73.00Cdn/bbl and they are 

running above $85.00Cdn/bbl in April. 
 

Big catalyst this year will be results in Saskatchewan where they have already drilled 5 horizontal wells. It is a large 

area with lots of oil in place that is well defined by vertical wells. The Company's production will be down from Q4 to 

Q1 just due to weather, then ramp up into year-end. Due to their well completion schedule, most of the production 

growth will happen in Q3 and Q4. 
 

Hemisphere has a "pristine" balance sheet, and they should generate over $27.5Cdn million ($0.28/share) of free 

cash flow this year. There is nothing that justifies the shares trading below PV10 Net Asset Value using just their 

proved reserves, which is $2.35US/share. 
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Hemisphere Energy Grows Proved Reserve Value To $325 Million And Proved Net Asset Value To 
$3.18 Per Fully Diluted Share 
 
In 2023, Hemisphere invested $16 million to drill eight successful Atlee Buffalo wells, upgrade facilities in Atlee Buffalo, 

purchase land and seismic, and pre-purchase some of the materials for its 2024 development program. With the 

Company’s capital additions, corporate production in 2023 increased by more than 10% year-over-year, to 3,124 boe/d 

(99% heavy oil). Production is currently trending over 3,450 boe/d (99% heavy oil, based on field estimates between 

February 10 - March 10, 2024), after significant downtime experienced in January and early February due to extreme 

cold weather and equipment failure. 

 

During the year, Hemisphere also distributed $13.1 million in base and special dividends, purchased 3.2 million shares 
under its normal course issuer bid ("NCIB") for a total price of $4.0 million (at an average price of $1.25/share), and 
exited the year in a cash position with working capital1 of over $3 million.  
 
The Company’s continued success in the development of its enhanced oil recovery projects was recognized again by 
McDaniel in the Reserve Report. In the Proved Developed Producing ("PDP") category, Hemisphere replaced 104% 
of 2023 production and increased reserve value by 9% to $248 million NPV10 BT. Hemisphere also grew Proved 
("1P") reserve value to $325 million NPV10 BT and Proved plus Probable ("2P") reserve value to $416 million NPV10 
BT. 
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Returning Free Cash Flow to Shareholders 
 

 
 
Up until recently the only negative I’ve had on Hemisphere is that it did not have any “Running Room” beyond Altee 

Buffalo.  That issue has been resolved with the Manito Lake project underway in southwest Saskatchewan, NNE of 

Altee Buffalo (see map on next page). 

 

Hemisphere believes that Manito Lake has the potential to be successful polymer flood, which could be larger 

than Buffalo Atlee.  It could double the Company’s oil production within a few years. 

 

In my opinion, the share price is undervalued even without success at Manito Lake.  There is nothing that I can think 

of that justifies it trading below the PV10 Net Asset Value of just its P1 reserves as of December 31, 2023 that is 

$3.28Cdn/share based WTI averaging $80US/bbl.  Keep in mind that there are no Manito Lake reserves included in 

the reserves shown on page 2.  Manito Lake is “pure upside” for shareholders and it could be significant. 

 
 

My Fair Value Estimate for HME.V is $3.38 Can/share 
This translates to $2.50 US/share for HMENF 

 

Disclosure: I have a long position in HMENF and I do not intend on buying or selling it in the next 72 hours. I wrote this profile myself, and it expresses my own 

opinions. I am not receiving compensation for it from the company. I have no business relationship with any company whose stock is mentioned in this report. 
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April 22, 2024 

 
 
Hemisphere Energy Corporation is a dividend paying Canadian oil company focused on sustainable growth of its high 

netback, low decline conventional heavy oil assets through enhanced recovery methods. Hemisphere is dedicated to 

creating shareholder value by following its core principles of building a company that is Simple, Clean, Profitable, and 

Unique. 

 

Hemisphere trades on the TSX Venture Exchange as a Tier 1 issuer under the symbol "HME" and on the OTCQX 

Venture Marketplace under the symbol "HMENF".  The Company’s assets are in southeast Alberta, Canada and are 

100% owned and operated by Hemisphere.  They are currently developing two significantly sized oil pools in their core 

area of Atlee Buffalo.  In 2024 the Company has drilled five HZ development wells in a new area at Manito Lake. 

 

Atlee Buffalo is Hemisphere’s core area, located approximately 85 kilometers north of Medicine Hat. Hemisphere 

made its first acquisition in the area in late 2013 and owns 15,560 gross acres (15,560 net acres) as of November 30, 

2023. The property has two oil pools delineated by vertical wells and defined by 3D seismic. 
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2023 Highlights 
 

• Increased fourth quarter production by 16% to a record of 3,386 boe/d (99% heavy oil), and annual production 

by 11% to 3,125 boe/d (99% heavy oil), as compared to 2022.  

• Achieved annual revenue of $84.5 million, with adjusted funds flow from operations ("AFF") of $39.4 million. 

• Invested $16.9 million to drill eight successful Atlee Buffalo wells, one unsuccessful exploration well, upgrade 

facilities, purchase land and seismic, and pre-purchase materials for the 2024 development program. 

• Generated $22.5 million of free funds flow ("FFF") 

• Distributed $10.1 million in quarterly dividends to shareholders.  

• Distributed $3.0 million in special dividends to shareholders. 

• Purchased and cancelled 3.2 million shares at an average price of $1.28 per share under the Company’s 

normal course issuer bid ("NCIB"), returning $4.1 million to shareholders.  

• Exited the year with a positive working capital position of $3.6 million compared to a net debt position of $0.8 

million at December 31, 2022.  

• Increased Proved Developed Producing (PDP) NPV10 BT reserve value by 9% to $248 million and maintained 

reserve volumes at 8.2 MMboe (99.6% heavy oil).  

• Increased Proved (1P) NPV10 BT reserve value by 5% to $325 million and maintained reserve volumes 

at 12.1 MMboe (99.4% heavy oil).  

• Increased Proved plus Probable (2P) NPV10 BT reserve value by 5% to $416 million and maintained reserve 

volumes at 16.3 MMboe (99.4% heavy oil). 
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Financial and Operating Summary 
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Operations Update  
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• 2023 was another rewarding year for Hemisphere, resulting in production growth of 11%, significant 

shareholder returns of $0.17 per share paid in dividends and NCIB purchases (representing a FFF payout 

ratio of 76%), and the transformation from a net debt to a cash position.  

 

• Additionally, Hemisphere purchased mineral rights in a Saskatchewan oil resource play during the year and 

kicked off the first quarter of 2024 by successfully drilling a 5-well pad (3 producers and 2 injectors) into the 

pool. 

 

• Following significant downtime due to extreme cold weather in January and early February, Hemisphere’s 

corporate production during the latter half of the quarter has reached all-time highs of over 3,500 boe/d 

(February 15 - March 31, 2024 field estimates, 99% heavy oil), bringing average first quarter production 

to 3,135 boe/d.  
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2023 Reserve Highlights  
 

Proved Developed Producing ("PDP") Reserves  

• NPV10 BT of $248 million, an increase of 9% over year-end 2022 and equivalent to $2.49 per basic share.  

• Replaced 104% of 2023 production through organic development.  

• Maintained reserve volumes year-over-year at 8.2 MMboe (99.6% heavy crude oil).  

• Achieved a 2-year FD&A cost of $9.30/boe (including changes in future development capital ("FDC")) for a 

recycle ratio of 5.4.  

• RLI of 7.2 years based on 2023 production.  

 

Proved ("1P") Reserves  

• NPV10 BT of $325 million, an increase of 5% over year-end 2022 and equivalent to $3.27 per basic share.  

• Replaced 90% of 2023 production through organic development.  

• Maintained reserve volumes year-over-year at 12.1 MMboe (99.4% heavy crude oil).  

• Achieved a 2-year FD&A cost of $14.82/boe (including changes in FDC) for a recycle ratio of 3.4.  

• RLI of 10.6 years based on 2023 production.  

• NAV of $3.18 per fully diluted share based on Reserve Report pricing assumptions.  

• NAV of $3.28 and $4.27 per fully diluted share based on Reserve Report run internally at McDaniel’s pricing 

sensitivities of US$80 and US$100 WTI flat pricing.  

 

Proved plus Probable ("2P") Reserves  

• NPV10 BT of $416 million, an increase of 5% over year-end 2022 and equivalent to $4.19 per basic share.  

• Replaced 125% of 2023 production through organic development.  

• Maintained reserve volumes at 16.3 MMboe (99.4% heavy crude oil).  

• Achieved a 2-year FD&A cost of $14.91/boe (including changes in FDC) for a recycle ratio of 3.4. 

• RLI of 14.3 years based on 2023 production.  

• NAV of $4.03 per fully diluted share based on Reserve Report pricing assumptions.  

• NAV of $4.12 and $5.36 per fully diluted share based on Reserve Report run internally at McDaniel’s pricing 

sensitivities of US$80 and US$100 WTI flat pricing.   
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Quarterly Dividend and Shareholder Return 
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Outlook  
 

• Pricing outlook for heavy oil is bullish across the industry with the Trans Mountain pipeline anticipated to 

commence operations in May. With this additional egress capacity, WCS differential forecasts for the year 

have narrowed substantially. Combined with strong WTI pricing and a weak Canadian dollar, Hemisphere is 

optimistic about the year ahead as it tests its new Saskatchewan play (“Manito Lake”) while continuing to 

deliver top-tier free funds flow yields to its shareholders from ultra-low decline, high-value reserves in Atlee 

Buffalo. 

 

• The Company anticipates bringing the Manito Lake wells on production in the third quarter of the year, after 

commissioning a new polymer flood facility and oil treating battery in the area. The remainder of Hemisphere’s 

2024 capital development program will be spent in its core Atlee Buffalo property later this summer. 
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Hedges  

 
• Continually monitor WTI Oil and WCS Differential hedge pricing 
• Layer in protection for up to 12 months  
• Look for near-term wellhead price protection and longer-term floor protection 
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