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EPG Commentary by Dan Steffens  

Spartan Delta Corp. (TSX:SDE) is a new addition to our Small-Cap Growth 

Portfolio.  2024 production guidance was recently lowered to ~38,000 Boepd due 

to voluntary gas well shut-ins, with a Q4 2024 mix of approximately 66% natural 

gas, 24% NGLs, and 10% crude oil & condensate.  

 

I had never heard of Spartan Delta until I began looking at Journey Energy 

(JOY.TO), which was added to our Small-Cap Growth Portfolio earlier this year.  On May 7, 2024 Journey Energy 

announced that it has entered into an agreement with Spartan Delta Corp. (“Spartan“) to jointly develop a block of 

land in the West Shale Basin of the Duvernay oil and liquids fairway. 

 

Spartan has now completed 4.0 (3.4 net) wells in the Joint Venture (the “JV“) block of land that covers 128 

sections in the oil window of the Duvernay where shale thickness is approximately 30-40 meters. The initial working 

interests for the JV were Spartan 62.5% and Journey 37.5%. The parties currently control 94 sections within the 

JV block. Spartan recently increased their interest within the JV to 67.5% with the contribution of additional 

lands acquired at their cost.  

 

Management 
Fotis Kalantzis – President & CEO 

Ronald A. Williams – CFO 

Martin Malek – COO 

Randy Berg – VP Land  

Ojay Platt – VP Production 
 

www.spartandeltacorp.com 
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Spartan will be the operator of the JV. Expenditures within the block will be capped at $30 million in 2024 and $100 

million for 2025 on a gross basis. However, expenditures may be increased with the agreement of both parties. The 

potential within the JV block is defined by the extensive production history from three existing Duvernay wells (Journey 

29.17% WI, Spartan 70.83% WI). Duvernay production within the JV block is overlain by liquid-rich glauconitic 

production, which is expected to be processed through Journey’s operated, gas processing facility and gathering 

system in the Gilby area. 

 

HFI Research Team recently called Spartan Delta “Our Favorite Natural Gas Producer”. 

“Spartan Delta (SDE) is the fourth iteration of the Spartan management team. The Spartan team has earned a stellar 

reputation for creating value across oil market cycles by identifying prospective acreage, developing it, and then selling 

it at a profit.  The team’s previous corporate iterations have generated spectacular returns over the past fourteen 

years.” – HFI Research September 25, 2024 

 

Spartan’s Strategy 

Spartan intends to acquire a diversified portfolio of quality assets that can be restructured, optimized and rebranded, 

financially or operationally to yield lower payout ratios and generate material free cash flow. Thoughtful, opportunistic 

consolidation of undercapitalized and undervalued assets is the clearest path to accretion of corporate metrics, now 

more than ever in this depressed environment. 

 

The Company’s Three Step “Buy and Sell” Process 

 

IDENTIFY: Our strategy starts with homing in on the right assets—those with superior investment and cash-flow 

profiles—that provide material upside and sustainable free cash flow under current commodities prices. These assets 

include high-quality, multi-zone, oil and gas operated production alongside a large land base and strategic 

infrastructure footprint. 

 

ACQUIRE: We are focused on acquiring a diversified portfolio of quality assets which can be restructured, optimized 

and rebranded—financially or operationally—to fully realize their potential.  Thoughtful consolidation of 

underdeveloped or undercapitalized assets is the clearest path to accretion of corporate metrics in this challenging 

energy cycle. 

 

DEVELOP: Our work is centered on reinvigorating high-potential assets with a progressive outlook and an 

entrepreneurial spirit. We concentrate on driving up well productivity in a cost-effective manner suitable to the current 

macro environment in order to maximize free cash flow generation and deliver sustainable value to investors.  

 

My Fair Value Estimate for SDE is $8.50Cdn/share 
Compare to First Call’s Price Target of $5.61Cdn/share 

 

Disclosure: I do not have a position in SDE, 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 article. 
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Spartan Delta Corp. (TSX:SDE) has established core areas in the Deep Basin and the West Shale Basin Duvernay 

(the “Duvernay”). The Deep Basin is a liquids-rich natural gas asset that provides significant torque to natural gas 

prices and possesses a large multi-horizon inventory of liquids-rich targets, while the Duvernay asset is an oil and 

condensate rich resource play that supports significant production and value growth. The Company intends to continue 

leveraging its technical expertise in the Deep Basin to further optimize the asset and pursue opportunistic acquisitions 

while allocating its Free Funds Flow to fund the development and growth of its Duvernay asset. Spartan believes its  

portfolio of assets is poised to offer repeatable and economic results presenting the opportunity to generate significant 

shareholder returns. 
 

In the Deep Basin, Spartan is optimizing operations and maintaining flat production as it continues to develop liquids-

rich targets. In the second and third quarters, the Company prudently shut-in some gas wells due to the depressed 

price of natural gas and anticipates bringing the production online in the fourth quarter. Spartan continues to boast a 

strong inventory of Deep Basin drilling locations primed to capture the contango forward curve in natural gas prices. 
 

To date, Spartan has established one of the largest positions in the Duvernay at a low cost of entry, with a focus in 

the oil and condensate rich Willesden Green fairway. The Company intends to significantly grow oil and liquids 

production, improve well costs and productivity by optimizing well designs and completions through the application 

of modern drilling techniques and technologies, while leveraging underutilized infrastructure in the region. 
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Duvernay Update  

 

• Spartan has begun operations in the West Shale Basin Duvernay (the “Duvernay”). To date, Spartan has 

successfully drilled 4.0 (3.4 net) wells, including a vertical stratigraphic well, and has completed and brought 

on-stream 2.0 (2.0 net) wells, including a previously drilled and uncompleted well (“DUC”), all in the Willesden 

Green Duvernay (“Willesden Green”). Spartan is currently completing 2.0 (1.4 net) wells in Willesden 

Green with initial results anticipated in December 2024. Additionally, the Company has begun construction 

on water infrastructure to further accelerate Duvernay development and reduce future capital requirements. 

 

o 16-12-044-04W5 is Spartan’s inaugural completion in the Duvernay. The DUC was drilled by the 

previous operator in 2019 to a cased lateral length of 3,441 meters (11,290 feet). Spartan completed 

and brought the well on-stream in September. Initial production results are exceeding internal 

expectations, averaging 30-day peak production of approximately 1,394 BOE/d (82% liquids) (808 

BBL/d of condensate, 329 BBL/d of NGLs, and 1.5 MMcf/d of natural gas). 

 

o 01-11-044-03W5 is Spartan’s inaugural drill in the Duvernay. The well was drilled to a lateral length of 

3,970 meters (13,026 feet). However, mechanical issues resulted in the casing of only 2,451 meters 

(8,042 feet) of lateral length. The Company successfully completed the well in October and despite the 

length impediment the well averaged 30-day initial production of approximately 937 BOE/d (92% 

liquids) (754 BBL/d of condensate, 104 BBL/d of NGLs, and 0.5 MMcf/d of natural gas). Scaling the 

well linearly to the drilled lateral length of 3,970 meters (13,026 feet) would result in a 30-day initial 

production of approximately 1,518 BOE/d (92% liquids) (1,221 BBL/d of condensate, 168 BBL/d of 

NGLs, and 0.8 MMcf/d of natural gas). 

 
o 05-18-042-03W5-PAD is licensed as an eight well pad. To date, Spartan has successfully drilled 2.0 

(1.4 net) wells; the 03-26-042-04W5 well at a lateral length of 3,560 meters (11,680 feet) and the 09-

05-042- 03W5 well at a lateral length of 3,720 meters (12,200 feet). The Company is currently 

completing the two wells and anticipates initial results in December 2024. 

 

• The Company continues to execute on its Duvernay strategy by significantly growing oil and liquids acreage 

and production, improving well costs and productivity by optimizing well designs and completions through the 

application of modern drilling techniques and technologies, while leveraging underutilized infrastructure in the 

region. To date, Spartan has accumulated approximately 250,000 net acres and believes the majority of its 

acreage is in the tier one oil and condensate rich Duvernay fairway with initial production results validating the 

thesis as production rates and flowing pressures are stronger than the nearest offsetting wells completed by 

the previous operators. Spartan’s Duvernay presents the opportunity to generate significant shareholder 

returns. 

 

“It is Spartan Delta’s high-potential “Running Room” in the Tier One area of the West Shale Basin Duvernay 

oil play that drew my attention.” – Dan Steffens 
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“In the last twelve months, Spartan has established one of the largest positions in the Duvernay at a low cost 

of entry, organically creating a second core area with a focus in the oil and condensate rich fairway.  

 

During the third quarter of 2024, Spartan initiated drilling and completion operations in the Duvernay with 

strong initial production results from its first two wells, warranting the acceleration of the Duvernay program.  

 

The Company also elected to shut-in new gas production from one of the highest rate gas wells drilled in 

Spartan’s history and further deferred certain Deep Basin activity in the third quarter in response to low 

natural gas prices. Spartan reallocated capital from the Deep Basin to drill and complete two additional wells 

in the Duvernay in the fourth quarter of 2024. Spartan continues to prudently manage production and capital 

with a focus on accelerating growth in the Duvernay,” – Fotis Kalantzis, President and CEO. 
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Third Quarter 2024 Highlights  

 

• Spartan reported production of 37,020 BOE/d (32% liquids) during the third quarter of 2024, a 1% decrease 

from the third quarter of 2023 due to the delay of drilling activity in the Deep Basin, as well as multiple 

production impediments and facility outages.  

 

o The Company’s third quarter volumes were impacted by the voluntary intermittent shut-in of a recently 

completed well due to depressed natural gas prices resulting in a reduction of approximately 3,300 

BOE/d of production during the quarter.  

 

o During the third quarter, the Company experienced a loss of approximately 900 BOE/d of production 

as a result of third-party natural gas liquids force majeures and facility outages. The force majeures 

have since been rescinded.  

 

• Spartan achieved a 138% increase in crude oil production and a 9% increase in condensate production as 

compared to the third quarter of 2023. < The Company’s shift of the drilling program to the oil prone Duvernay 

should rapidly increase oil production. 

 

• Third quarter 2024 oil and gas sales totaled $60.6 million, generating Adjusted Funds Flow of $31.3 million 

($0.18 per share, diluted).  

 

• The Company successfully executed a $54.5 million capital program in the third quarter of 2024, continuing to 

focus on developing liquids-rich targets in the Deep Basin and commencing Spartan’s inaugural drilling and 

completion campaign in the Duvernay, exiting the quarter with Net Debt of $159.2 million.  

 
o In the Duvernay, Spartan rig released 2.0 (2.0 net) wells, inclusive of a vertical stratigraphic well, 

completed 2.0 (2.0 net) wells, and brought on-stream 1.0 (1.0 net) well.  

 

o In the Deep Basin, Spartan rig released 4.0 (4.0 net) wells, completed 4.0 (4.0 net) wells, and brought 

on-stream 2.0 (2.0 net) wells, continuing to target the liquids-rich Cardium and Wilrich formations.  

 

• Successfully acquired 8,364 net acres in the Duvernay for cash consideration of $4.5 million.  

 

• To date, Spartan has hedged approximately 78,315 GJ/d of AECO 7A at an average price of $2.98/GJ for the 

fourth quarter of 2024 and 27,745 GJ/d of AECO 7A at an average price of $2.50/GJ for 2025. Additionally, 

the Company has hedged approximately 600 BBL/d of its oil production at an average price of $101.06/BBL 

for the fourth quarter of 2024 and 1,900 BBL/d at an average price of $99.16/BBL for 2025. 

 
“Increasing oil and condensate production + rising natural gas prices should increase Spartan’s revenues by more 

than $150Cdn million year-over-year in 2025.” – Dan Steffens 
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Financial and Operating Highlights 
 

The following table summarizes the Company’s financial results for the three and nine months ended September 30, 

2024, and 2023. 
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The following table summarizes the Company’s operating results for the three and nine months ended September 

30, 2024, and 2023. 
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Capital Activity Update 
 

• In the Deep Basin, Spartan is reducing drilling activity in the third quarter due to depressed natural gas prices, 

with the remainder of the Deep Basin drilling program focused on the development of liquids-rich Cardium 

targets. Additionally, Spartan has shut-in approximately 2,000 BOE/d of natural gas production and plans to 

bring these volumes onstream in the fourth quarter of 2024 to coincide with higher anticipated natural gas 

prices. Furthermore, the Company is reallocating capital from the Deep Basin to further accelerate its 2024 

Duvernay drilling program.  
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Harry van Neck’s analysis 
 

Reserves and Production 
 

• Reserves dropped in 2023 due to a spin-off of Montney reserves as a separate company (Logan Energy) and 

the sale of Gold Creek and Karr Montney assets for C$ 1.7 B to Crecent Point Energy (Veren Inc. (VRN)). 

Needs new reserves in Duvernay to maintain 240-250 MMcfe/d production levels. Proof of a renewed good 

RRR is awaited in 2024 reserves reporting. Fluid is 5% oil, 28% NGL and 67% gas. 
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Balance sheet 
 

• Balance sheet is healthy. The drop in equity ratio in 2023 was due to a C$ 9.50 special dividend and the issue 
of a subsidiary (= Logan) shares to shareholders. Long term debt at C$ 104 M is low. 2024 debt/EBITDA ratio 
is heading for a good 0.68 and can fall further. 
 

 
 
Profitability and shareholder returns 
 

 
 
Summary 
 

Market value is US$ 457 M. Production is constrained by the gas market. The EPS increases in 2025/2026 once the 

gas prices increase. The balance sheet is healthy. Shareholder returns currently are meagre but can improve to high 

levels once gas prices recover. Q3 results were below expectations due to closed in gas wells. 
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Updated 2024 Guidance 
 

• Spartan has updated its 2024 guidance to reflect lower forecast natural gas prices resulting in the tactical delay 

and voluntary shut-in of new natural gas production, as well as production impacts due to third-party natural 

gas liquids force majeures and facility outages.  

 

• Throughout the second and third quarters, the Company intermittently shut-in a newly completed natural gas 

well due to the depressed price of natural gas, with test rates of approximately 24.0 MMcf/d (4,000 BOE/d). 

Additionally, in the second half of 2024, Spartan prudently delayed the continuation of its drilling program in 

the Deep Basin. The Company will continue to monitor natural gas prices and intermittently curtail natural gas 

production in the fourth quarter. Spartan also experienced a loss of annualized production due to third-party 

natural gas liquids force majeures and facility outages. As a result, Spartan anticipates total impact to 

annualized production of approximately 2,500 BOE/d.  

 

• Despite a 23% decrease in forecasted AECO 7A natural gas prices, a 6% decrease in forecasted WTI crude 

oil prices, and a 6% decrease in forecasted average annual production, the Company’s forecasted Adjusted 

Funds Flow per share only decreased by 4%, largely offset by stronger than forecasted settlements on 

Commodity Derivative Contracts and improvements in operating and transportation expenses.  

 

• In light of the strong initial production results in the Duvernay, Spartan has increased its 2024 capital by $14.0 

million to $164.0 million. The capital expansion is being allocated to accelerate the Company’s Duvernay 

strategy by acquiring additional Duvernay acreage and constructing water infrastructure to reduce future 

completion costs.  

 

• Spartan anticipates providing additional details regarding its preliminary 2025 operating budget and guidance 

on or before the release of its annual results for 2024.  

 

• Based on forecast average production of approximately 38,000 BOE/d, 33% liquids, and commodity price 

assumptions of US$75/bbl for WTI crude oil and $1.35/GJ for AECO natural gas, Spartan expects to generate 

approximately $160 million of Adjusted Funds Flow in 2024 on a capital expenditure budget of $164 million, 

exiting 2024 with Net Debt of $156 million. 
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