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EPG Commentary by Dan Steffens 

InPlay Oil Corp. (IPO.TO and IPOOF) was one of the top performing stocks 

in our Small-Cap Growth Portfolio.  I recently moved it to our High Yield Income 

Portfolio because the Company now pays monthly dividends of $0.18Cdn 

annualized per share for ~7.4% yield based on the current share price.   

 

The Company’s 2024 drilling program is going to focus on increasing their oil 

production by approximately 7% year-over-year.  Based on my forecast, sales 

of oil and NGLs should be ~88% of this year’s revenues.  By just maintaining 

production at current levels, it can generate a significant amount of free cash flow. 

 

InPlay Oil headed into 2024 with a strong balance sheet and lots of high-quality running room in Alberta.  Their 

2023 year-end reserve report justifies a much higher stock valuation.  The PV10 Net Asset Value of just the Company’s 

proved reserves (P1) is almost double the current share price. 

 

 
 

The Prairie Storm Acquisition that closed on November 30, 2021 pushed InPlay’s Q4 2022 production to 9,623 

Boepd (40.6% light oil, 43.5% natural gas and 15.9% NGLs).  The Company’s production pulled back to 8,474 Boepd 

in Q2 2023 due primarily to the wildfires in Western Canada, midstream maintenance projects and typical winter 

weather in Alberta.  3rd quarter production increased to 9,003 Boepd and the Company’s 4th quarter production was 

9,596 Boepd.  InPlay is now a classic Growth + Income stock. 

 

InPlay is focused on completing more low-risk / high-return horizontal oil wells in their Pembina and Willesden Green 

core areas.  At current oil prices, the Company’s East Basin Duvernay shale play in Southern Alberta adds significant 

upside for us, which is not priced into my stock valuation below. 

 

My Fair Value Estimate for IPOOF is $3.70US/share 
Compared to First Call’s Price Target of $3.02US/share 

 

Disclosure: I have a long position in InPlay and I do not intend on buying or selling any shares 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 article.  
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On the slide above, I have highlighted the “Running Room” of 323 net horizontal development drilling 

locations that InPlay has in their two Core Areas.  This year they are only going to complete 14-15 new 

horizontal wells, which is all that will be needed for year-over-year production growth of 2% to 4%.  If WTI oil 

prices do average more than $80US/bbl and oil price differential do improve in Western Canada, I expect 

InPlay to add additional wells to their drilling program in 2H 2024. 
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Company Overview 

 

InPlay Oil Corp. (IPO.TO and IPOOF) is a growth-oriented light oil development and production company based in 

Calgary, Alberta.   

 

InPlay’s common shares are listed on the Toronto Stock Exchange (the "TSX”) and trade under the symbol IPO.  They 

trade in the U.S. under the symbol IPOOF.   

 

 
 

InPlay focuses on finding and developing pools with large volumes of oil in place that have low declines and long-life 

reserves. The Company is primarily targeting the Cardium formation in Alberta. InPlay has a strong balance sheet 

allowing it to weather commodity price volatility and develop its extensive inventory of horizontal drilling locations. 
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The Company’s light oil focus properties provide high netbacks and new horizontal development wells payout in ~8 

months with WTI oil at $70US/bbl allowing InPlay to fund production growth with strong operating cash flow. The low 

decline asset base provides a strong foundation on which to build the Company. 

 

The key investment highlight is that InPlay’s 2024 capital programs will be fully funded by their cash 

flow from operations and generate a significant amount of free cash flow.   

 

Full-Year 2023 Financial & Operating Highlights (in Canadian $) 

 

• Achieved average annual production of 9,025 boe/d (58% light crude oil and NGLs) and average quarterly 

production of 9,596 boe/d (59% light crude oil and NGLs) in the fourth quarter, an increase of 7% compared to 

9,003 boe/d (57% light crude oil and NGLs) in the third quarter of 2023. 

• Achieved a quarterly record for light oil production of 4,142 bbl/d in the fourth quarter of 2023. 

• Generated strong adjusted funds flow (“AFF”) of $91.8 million ($1.03 per basic share), the second highest level 

ever achieved by the Company, despite WTI prices decreasing 18% and AECO natural gas prices decreasing 

50% compared to 2022. 

• Realized strong operating income profit margins of 58% during 2023 notwithstanding the significant benchmark 

commodity price decreases. 

• Returned $16.5 million to shareholders through monthly base dividends and normal course issuer bid (“NCIB”) 

share repurchases, representing an annual yield of 8.2% relative to year-end market capitalization. Since 

November 2022 InPlay has distributed $22.8 million in dividends, or $0.255 per share including dividends 

declared to date in 2024. 

• Recorded net income of $32.7 million ($0.37 per basic share; $0.36 per diluted share). InPlay has now returned 

to a positive retained earnings position on the balance sheet demonstrating that the Company has generated 

positive earnings since inception (net of dividends paid). 

• Invested $84.5 million to drill, complete and equip 12 (10.5 net) Extended Reach Horizontal (“ERH”) wells in 

Willesden Green, five (5.0 net) ERH wells in Pembina, one (1.0 net) multilateral Belly River well and three (0.6 

net) non-operated ERH wells in Willesden Green, in addition to capital spent on two major natural gas facility 

upgrades to increase operated natural gas takeaway capacity for future growth. 

• Exited 2023 at 0.5x net debt to earnings before interest, taxes and depletion (“EBITDA”) which is among the 

lower leverage ratios amongst the Company’s peers. 

• Renewed the revolving Senior Credit Facility with a total lending capacity and borrowing base of $110 million, 

providing significant liquidity to be used for tactical capital investment and strategic acquisitions. 

• Dedicated $3.3 million to the successful abandonment of 29 (23.1 net) wellbores, 114 (103.3 net) pipelines 

and the reclamation of 35 (29.3) wellsites.  
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Financial & Operations Overview 

 
 

Production averaged 9,025 boe/d (58% light crude oil & NGLs) in 2023 compared to 9,105 boe/d (1) (57% light crude 

oil & NGLs) in 2022. Production averaged 9,596 boe/d (59% light crude oil & NGLs) in the fourth quarter of 2023, a 

7% increase in comparison to the third quarter of 2023. Production for 2023 was impacted by approximately 650 boe/d 

over the year due to extraordinary curtailments experienced from third party capacity constraints and turnarounds, 

Alberta wildfires, and delays in starting up the natural gas facility in the third quarter. 

 

In 2023, commodity prices decreased over 2022 levels. WTI oil prices decreased 18% predominantly as a result of 

increased supply and sentiment on future demand. Natural gas prices weakened due to production growth in North 

America with higher-than-normal inventory levels in North America and Europe, resulting in a 50% decrease in AECO 

pricing compared to 2022. These lower commodity prices resulted in a 24% decline in InPlay’s realized sales price 

driving a decrease to AFF and netbacks compared to 2022, which was partially offset by realized hedging gains. 
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InPlay’s capital program for 2023 consisted of $84.5 million of development capital. The Company drilled, completed  

and brought on production 12 (10.5 net) Extended Reach Horizontal (“ERH”) wells in Willesden Green, five (5.0 net) 

ERH wells in Pembina, one (1.0 net) multilateral Belly River well and three (0.6 net) nonoperated ERH well in Willesden 

Green. This activity amounted to the drilling of 21 gross (17.1 net) wells. Capital activity in 2023 was also focused on 

expanding and upgrading the Company’s natural gas facility infrastructure to accommodate future growth. InPlay 

completed two major facility upgrades in 2023 to increase operated natural gas takeaway capacity and to mitigate 

potential production issues arising from third party outages and capacity constraints. These projects have already 

shown value by reducing back pressure on wells and lowering declines while improving liquids weighting with higher 

natural gas liquids recovery. After the completion of these projects, more consistent run times and the transportation 

of associated natural gas to the lower cost operated facilities has resulted in operating costs trending downward in the 

last quarter of 2023 which is expected to continue into 2024.  

 

2023 Year End Reserves & Efficiency Highlights 

 

An organic 2023 capital program without acquisition/disposition (“A&D”) activity resulted in: 

• Proved developed producing (“PDP”) reserves of 17,293 mboe (56% light and medium crude oil & NGLs). 

• Proved developed non-producing (“PDNP”) reserves of 1,002 mboe (76% light and medium crude oil & NGLs) 

are expected to move to the PDP reserve category throughout the year, with over 60% of the related wells 

expected to be finished and on production in the first half of 2024.  

• Total proved (“TP”) reserves of 45,919 mboe (62% light and medium crude oil & NGLs). 

• Total proved plus probable (“TPP”) reserves of 61,594 mboe (63% light and medium crude oil & NGLs). 

• On a year-over-year basis, PDP, TP and TPP reserves remained relatively unchanged. 

 

Reserves life index (“RLI”) for PDP, TP and TPP of approximately 5.2 years, 13.9 years and 18.7 years, respectively 

highlight a sizable drilling inventory for InPlay to sustainably develop over time. Delivered TPP Finding, Development 

and Acquisition (“FD&A”) costs (including changes in future development costs) of $23.36/boe notwithstanding $7 

million in capital expenditures spent on non-recurring facility projects in 2023 to enhance natural gas takeaway 

capacity. This generated a recycle ratio of 1.4x based on an operating netback of $31.61/boe.  

 

Achieved healthy Net Present Value Before Tax discounted at 10% (NPV BT10) reserve values:  

• NPV BT10: 

o PDP: $242 million. 

o PDP+PDNP: $261 million. 

o TP: $571 million. < $6.07Cdn/share 

o TPP: $824 million. < $8.87Cdn/share 
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Credit Facilities  

The Company maintained its balance sheet strength with a net debt to EBITDA ratio of 0.5x and total debt capacity of 

$110 million, allowing the financial flexibility to take advantage of strategic opportunities and weather periods of market 

volatility.  
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Guidance Update on March 13, 2024: Focus on increasing oil production 

 

InPlay’s capital program for the first quarter of 2024 started with a two (1.9 net) ERH well pad in Willesden Green 

which came on production at the end of February and is in the early stages of cleanup. Drilling of three (3.0 net) 

Pembina Cardium ERH wells has been completed with completion operations currently underway. These wells are 

expected to come on production by the end of March and offset five successful wells drilled in 2023 characterized by 

low decline rates and high light oil and liquids weightings. An additional two (0.3 net) non-operated Willesden Green 

ERH wells have recently been drilled, are being completed, and are expected to come online in mid-March with another 

one (0.35 net) non-operated Willesden Green ERH well drilled in March and expected to be on production in the 

second quarter. 

 

The Company’s first (1.0 net) multilateral Belly River horizontal well was brought on production in December. The well 

has been on production with no decline and is meeting internal expectations with initial production (“IP”) rates of 84 

boe/d (96% light crude oil and liquids) and 89 boe/d (97% light crude oil and liquids) over its first 30 and 60 days 

respectively. The Belly River is characterized by high quality sweet light oil that receives premium pricing to our 

realized benchmark MSW commodity price. We are encouraged by the results that we are seeing from this well and 

will continue to evaluate expanding the use of this technology on further potential areas in our Belly River play. 

 

WTI prices remained volatile early in 2024 but have improved throughout the quarter to approximately US $78/bbl, 

exceeding the US $75/bbl assumption utilized in our previously released 2024 budget. Future differentials to WTI, 

including MSW, are forecasted to significantly improve by 55% – 60% throughout the balance of the year compared 

to the fourth quarter of 2023 and first quarter of 2024 as new pipeline capacity comes online in the second quarter . 

The relatively weak Canadian dollar is supportive of the Canadian crude oil price environment and is expected to 

continue throughout the year. Natural gas prices have been challenged with warmer than average temperatures 

impacting winter demand resulting in weak AECO prices forecasted through to the end of the summer. InPlay has 

implemented crude oil and natural gas hedges at favorable pricing levels to mitigate risk and add stability during 

periods of market volatility. 

 

As previously announced, InPlay’s Board of Directors approved a 2024 capital budget of $64 – $67 million which is 

forecast to result in annual average production of 9,000 – 9,500 boe/d (59% – 61% light crude oil and NGLs). InPlay 

has taken a measured and disciplined approach to capital allocation for 2024 with a program focused on high return 

oil weighted locations driving annual oil production growth at the midpoint of guidance of approximately 7% over 2023 

despite a 20% to 25% reduction in capital spending year over year. The capital program is designed to responsibly 

manage the pace of development, maintain operational and financial flexibility and remain focused on delivering return 

of capital to shareholders. The Company achieved record quarterly light oil production of 4,142 bbl/d and increased 

our light oil and NGLs weighting to 59% in the fourth quarter of 2023. This higher weighting of light oil and NGLs is 

expected to continue in 2024 as a result of the oil focused drilling program, allowing the Company to take advantage 

of the strong oil price environment which is the Company’s main revenue and AFF driver. 
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Areas of Operation 
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Note in the table above that at the current oil price (WTI over $84/bbl), InPlay’s horizontal 

development wells should reach payout within 6 months after being completed to sales. 
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For a company of this size, InPlay holds a significant leasehold position (13,485 net acres) in 

Alberta’s Duvernay Shale Light Oil Play. 

 

As of the date of this report, InPlay is letting other large-cap upstream companies’ drilling programs prove up their 

leasehold.  With oil price in the area now over $90Cdn/bbl, the Duvernay has outstanding well level economics. 
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Hedging Update 
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Net Income and Cash Flow Forecast Model 
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