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EPG Commentary by Dan Steffens 

Rubellite Energy Inc. (RBY.TO and RUBLF) is a new addition to our Small-

Cap Growth Portfolio. Most of the Company’s revenues are from the sale of 

heavy oil, which currently sells for about $80Cdn/bbl. The Company’s 

organic production growth is forecast to be 10% to 15% per year.  It has a 

lot of Running Room with >340 multi-lateral development drilling locations 

in Alberta.  Their production mix is 70% high value liquids. 

 

Rubellite Energy came into being after it acquired Perpetual’s Clearwater 

Assets in July 2021. Since 2021 Rubellite has seen rapid growth which is continuing today with the acquisition of 

Buffalo Mission in August 2024. See page 15. 

 

Rubellite Energy produces heavy oil from the Clearwater and the Mannville formations in eastern Alberta. They 

recently recombined with Perpetual Energy in a transaction that closed on October 31, 2024.  If the Company’s Q4 

2024 results and 2025 guidance confirm my forecast model assumptions, there is upside to my current valuation. 

 

 
 

My Fair Value Estimate for RBY.TO is $6.00Cdn/share 
Translates to approximately $4.20US per share for RUBLF  

 
Disclosure: I do not have a position in RBY. I do not intend on buying or selling any shales 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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Company Overview  

 

Rubellite Energy Inc. is a junior Canadian energy company incorporated by Perpetual Energy Inc. and established 

through a plan of arrangement in September 2021. The Company is engaged in the exploration, development and 

production of heavy crude oil from the Clearwater Formation and Mannville Stack in Eastern Alberta, utilizing multi-

lateral drilling technology. Rubellite has a Clearwater and Mannville Stack focused asset base and is pursuing a robust 

organic growth plan focused on superior corporate returns and free funds flow generation while maintaining a 

conservative capital structure.  The recombination of Perpetual Energy and Rubellite happened on October 31, 2024 

with Perpetual merging into Rubellite.  See details on page 5 
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Third Quarter 2024 Highlights   

• Third quarter conventional heavy oil sales production of 5,954 bbl/d was 32% higher than the second quarter 

of 2024 (Q2 2024 - 4,503 bbl/d) and 89% above the third quarter of 2023 (Q3 2023 - 3,154 bbl/d). During the 

third quarter, the acquisition of Buffalo Mission Energy Corp. (the "BMEC Acquisition") contributed 

approximately 1,528 bbl/d and there were eleven (10.5 net) wells brought on production from the drilling 

program.  

 

• Exploration and development capital expenditures totaled $33.7 million for the third quarter to drill, complete, 

equip and tie-in eleven (11.0 net) multi-lateral horizontal development / step-out delineation wells at Figure 

Lake and five (2.5 net) multi-lateral horizontal development wells at Frog Lake. Spending on facilities of $2.9 

million in the quarter was for the Figure Lake gas conservation project, bringing total gas plant and pipeline 

expenditures for 2024 to $5.4 million.  

 

• Adjusted funds flow before transaction costs in the third quarter was $25.0 million ($0.37 per share), a 21% 

increase from the second quarter of 2024 (Q2 2024 - $20.7 million; $0.33/share) and a 60% increase from the 

third quarter of 2023 (Q3 2023 - $15.6 million; $0.25 per share) driven by the growth in sales production, 

partially offset by higher cash costs.  

 

• Cash costs were $13.5 million or $24.72/boe in the third quarter of 2024 (Q2 2024 - $9.3 million or $22.58 per 

boe; Q3 2023 - $5.9 million or $20.27/boe). On a per boe basis, the higher costs were driven by increased 

royalties and production and operating costs as a result of the BMEC Acquisition and higher G&A costs, 

partially offset by decreased transportation costs on lower trucking rates.  

 

• Net income was $15.0 million in the third quarter of 2024 (Q3 2023 - $3.9 million net income), driven by higher 

adjusted funds flow and an $11.4 million unrealized gain on risk management contracts.  
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• As of September 30, 2024, net debt was $147.9 million, an increase from $51.0 million as of December 31, 

2023, as a result of the BMEC Acquisition during the third quarter of 2024.  

 

• Rubellite had available liquidity on September 30, 2024, of $25.5 million, comprised of the $100.0 million 

borrowing limit of Rubellite’s first lien credit facility and $20.0 million bank syndicate term loan, less current 

bank borrowings of $92.2 million and outstanding letters of credit of $2.4 million.  

 

• Subsequent to September 30, 2024, in conjunction with the closing of the recombination transaction with 

Perpetual Energy Inc. on October 31, 2024, the Company's credit facility has been increased to $140.0 million 

and the $20.0 million bank syndicate term loan has been repaid. The initial revolving term remains unchanged 

at May 31, 2025 and may be extended for a further twelve months to May 31, 2026. The next semi-annual 

borrowing base redetermination is scheduled on or before May 31, 2025. 
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Third Quarter 2024 Operational and Financial Updates   

• In the third quarter of 2024, the Company contracted two rigs.  They drilled and rig released a total of eleven 

(11.0 net) horizontal wells in the Greater Figure Lake area, all targeting the Clearwater Formation. Production 

results from the 2024 drilling program have averaged IP (30) 138 bbl/d (21 wells) and IP (60) 111 bbl/d (17 

wells) to date, as compared to the McDaniel Type Curve rates of 120 and 112 bbl/d, respectively.  

• Production results at East Edwand were encouraging, where a step-out delineation well at 06-09-062-16W4 

was drilled using a conventional 50m inter-leg design, recorded an IP (30) of 172 bbl/d and IP (60) of 140 bbl/d.  

• Repeatable results from the 2024 capital program across the Greater Figure Lake field continue to meet 

expectations, solidifying confidence in the geologic model and affirming the identified drilling inventory in 

excess of 243.0 net drilling locations (182.0 net unbooked). 
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• During the second and third quarters of 2024, the Company executed pilot drilling at the 6-19-62-18W4 Pad 

(the "6-19 Pad") to validate the predicted economic advantage of implementing tighter inter-leg spacing at 

Figure Lake.  

 

o Specifically, the Company reduced the distance between laterals from 50m to approximately 33m, and 

commensurately increased the number of legs and therefore also increased the open hole lateral length 

per well to greater than 14,000 meters while maintaining the same approximate areal coverage per 

well. Four (4.0 net) wells were drilled with the tighter inter-leg spacing prior to the end of the third quarter 

at the 6-19 Pad.  

 

o Early productivity data from the tighter spacing design is encouraging, both on a per meter and total 

production per well basis. The 00/08-23-062-19W4 was drilled with a 33m inter-leg spacing to a total 

lateral measured depth of 14,500 meters and achieved an IP (30) of 304 bbl/d. The offsetting 02/08-

23-062-19W4 was drilled to a total lateral length of 18,600m using a hybrid multi-lateral / "fan" design 

and is on production at similar rates, recording an IP (24) of 362 bbl/d post load oil recovery.  
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o While productivity per meter of open reservoir varies with reservoir quality, the preliminary pilot results 

suggest that productivity per meter of open reservoir for the wells with tighter inter-leg spacing is 

statistically similar to the closest neighboring wells, supporting the expectation of economic production 

acceleration.  

 

o Incremental drilling time and costs for the wells with tighter inter-leg spacing are also encouraging and 

in line with modeled assumptions, and in combination with early production data suggest that an 

increase in net asset value per unit area of land will be realized. Based on these initial results, four (4.0 

net) additional 33m down-spaced wells are planned at the offsetting 1-25-62-19W4 Pad (the "1-25 

Pad") in the fourth quarter to further confirm accelerated production and increased capital efficiencies, 

and to facilitate statistical assessment of the technically anticipated increase in ultimate oil recovery 

factors.  
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• To advance solution gas conservation at Figure Lake, construction and installation of natural gas compression, 

dehydration, and associated facilities have progressed and are now substantially complete in advance of the 

expected re-activation of the gas sales meter by others in Q1 2025. Tie-in of solution gas at Figure Lake will 

significantly reduce emissions and is forecast to deliver a rate of return in excess of 75%, enhanced by the re-

activation of existing gas gathering pipelines and a forecasted reduction in carbon taxes related to elimination 

of flaring and incineration at multiple pad sites. Once operational, approximately 3 to 4 MMcf/d of natural gas 

sales is forecast at Figure Lake. The Company is also advancing a novel natural gas re-injection pilot at Figure 

Lake for enhanced oil recovery. Preliminary results of the gas reinjection pilot are expected by mid-2025.  
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• At Frog Lake, the Company assumed operations after closing the BMEC Acquisition on August 2, 2024, and 

subsequently drilled and rig released five (2.5 net) horizontal wells in the third quarter of 2024. The wells, all 

targeting the Waseca Sand of the Mannville Stack, are currently recovering load fluid and beginning to cut oil 

as they clean up over a typical 60-90 day period. The Waseca Sand is the primary zone of development, but 

several wells are being planned to additionally test the General Petroleum and Sparky Sands in 2025, evaluate 

suitable well designs, confirm type curve assumptions, and extend known pool limits.  
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• As at the end of the third quarter of 2024, the total number of new horizontal wells rig-released by the Company 

in 2024 was thirty (25.5 net).  

 

• Subsequent to the end of the quarter, the Company spud an exploratory four-leg multi-lateral horizontal well 

approximately 90km north of Figure Lake in the Nixon/Calling Lake area to test a new play for which the 

Company currently holds 108.0 net sections of land. Preliminary stabilized production results post load fluid 

recovery are expected in the first quarter of 2025.  
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• In total in 2024, the Company expects to drill thirty-four (34.0 net) Clearwater multi-lateral wells at Figure Lake, 

eleven gross (5.75 net) wells on the acquired Mannville Stack assets at Frog Lake in connection with the BMEC 

Acquisition, and one (1.0 net) exploration horizontal well at Calling Lake. 

•  The Company is also continuing to advance additional exploration activities, pursuing additional land capture 

and play concept de-risking activities. 
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Acquisition of Buffalo Mission – Closed August 2, 2024  

• On August 2, 2024, Rubellite closed the previously announced acquisition of Buffalo Mission Energy Corp. 

("Buffalo Mission") for total consideration of $97.5 million (the "Acquisition"), inclusive of $23.5 million of 

assumed net debt, which consisted of $62.7 million in cash and the issuance of 5.0 million common shares of 

Rubellite to certain shareholders of Buffalo Mission having a deemed value of $11.3 million.  

 

• Rubellite funded the cash portion of the Acquisition through (a) expanded bank credit facilities (the "Expanded 

Facility") and (b) a new senior secured second-lien term loan placed, directly or indirectly, with certain directors 

and officers of Rubellite and the Company's significant shareholder for $20.0 million (the "Second-Lien Term 

Loan"). The Company's borrowing base was increased to $100.0 million from $60.0 million on June 30, 2024, 

until the next scheduled semi-annual borrowing base redetermination on or before November 30, 2024. In 

addition, the Company's lenders provided a $20.0 million bank syndicate term loan that matures on or before 

December 15, 2024. The Second-Lien Term Loan bears interest at 11.5% with interest to be paid quarterly 

and matures in five years from the date of issue and can be repaid by the Company without penalty at any 

time.  
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Notes below are from Harry van Necks evaluation on December 6, 2024  

 

Reserves and Production 
 

• Growing reserves, high RRR and fast-growing production. Reserves tripled in three years. Buffalo Mission 

acquisition and merger with Perpetual in mid-2024 will more than triple 2024 reserves. Fluids after merger no 

longer 100% oil, but 62% oil, 4% HGL and 34% gas.  

 

 
 
 

Balance Sheet 

 

• Balance sheet was strong but dipped in the 2024 due to the Buffalo Mission acquisition. In late 2024 the balance 

sheet was reinforced by the Perpetual merger. The equity ratio is a good 54%. With a long-term debt of C$ 91 M, 

debt/EBITDA ratio is heading in late 2024 for a reasonable 1.0, Debt/EBITDA ratio can fall to a very good 0.5 late 

2025. 

 

 
 

Profitability and Shareholder Return  

 

 
 

Harry’s Conclusions 

 

• Reserves and production are fast growing. The balance sheet after acquisition and merger is sound. Profits 

are increasing and the PE ratio is reducing. Shareholder returns can start mid-2025 and will increase thereafter, 

assuming no further acquisitions. Market value is US$ 147 M. Q3 results were above expectations. 
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“Rubellite Energy’s has a significant amount of “Running Room” in their heavy oil core areas of operations.  

In addition to having secured a large acreage position, improved well completion methods and secondary 

recovery methods should add more proved reserves and upside for this stock.  Since our last profile, natural 

gas prices in Western Canada have risen, which should give Rubellite a 2025 revenue boost that was 

unexpected a few months ago.” – Dan Steffens 
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Outlook and Guidance  
 

• Production sales volumes for the fourth quarter of 2024 are expected to average 9,900 to 10,400 boe/d, 77% 

oil and liquids, and exit the year at 11,300 to 11,800 boe/d unchanged from previous guidance. Relative to the 

pro forma recombination transaction 2024 guidance contained in the September 17, 2024 news release, 

refinements to Q4 2024 guidance assumptions are outlined in the table below.  

 

• Guidance assumptions on the Q4 2024 exit rate are largely unchanged outside of a $0.50 per boe reduction 

to general and administrative cost assumptions and a $0.50 per bbl reduction to the heavy oil wellhead 

differential. Heavy oil production is expected to average 7,400 to 7,800 bbl/d and exit the year at 7,500 to 7,900 

bbl/d, unchanged from the heavy oil production guidance contained in our August 8th press release.  

 

• Growth is expected to continue into 2025 with the return of the second drilling rig to Figure Lake after 

completion of the horizontal exploratory test well at Calling Lake for the drilling of four (4.0 net) additional 

planned development / step out wells. Thereafter, drilling operations will continue with one rig at Figure Lake 

and one rig at Frog Lake through to winter break up.  

 

• Given the preliminary results of the down-space pilot at the 6-19 Pad at Figure Lake, six (6.0 net) of the wells 

planned for the fourth quarter at Figure Lake, including four (4.0 net) of the five (5.0 net) wells planned for the 

1-25 Pad and two (2.0 net) wells on a pad at South Edwand are now designed with tighter inter-leg spacing, 

resulting in incremental capital spending in the fourth quarter relative to previous guidance.  

 

• Capital spending for the Calling Lake exploration well was also moved forward into the fourth quarter of 2024 

and one additional well at Frog Lake (capital carried at 100%) is now being planned.  

 

• A combination of these items resulted in the increase to Q4 2024 capital spending guidance by $5 to $6 million 

and the well count from 12.0 to 13.25 net wells. 
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