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EPG Commentary by Dan Steffens 

Baytex Energy Corp. (BTE) was promoted to our Sweet 16 Growth Portfolio on 

November 11, 2023.  I have been following the Company closely since Baytex 

announced the acquisition of Ranger Oil (one of my Top Picks in the Sweet 16 

heading into 2023).  They closed the Ranger acquisition on June 20, 2023. 

 

Baytex reported Q3 2024 operational results that were in line with my forecast.  

Total production was up only 274 Boepd, but their light oil & condensate 

production was up 2,812 bpd, which beat my forecast.  Reported Net Income increased ~78% quarter-over-quarter to 

$185.2Cdn million, thanks in part to a $22.9Cdn million gain on their crude oil hedges.  Adjusted Funds Flow of 

$538Cdn million ($0.68 per share) beat my forecast by $102.7Cdn million. 

 

Baytex has current production of ~154,000 Boepd.  Most of this year’s free cash flow is being generated in the 2nd half 

of the year because their capital program was front-end loaded. See recent notable wells highlighted on page 5. 

 

Baytex will continue to benefit from higher realized oil prices in Western Canada ($100.78Cdn/bbl for light oil in Q3) 

thanks to the completion of the Trans Mountain Pipeline.  In 2025 they should benefit from rising natural gas prices, 

especially in South Texas where there is adequate pipeline takeaway capacity.  Baytex is able to get their natural gas 

to Corpus Christi where Cheniere Energy (LNG) will soon be increasing capacity at their large LNG export facilities.   

 
 

My Fair Value Estimate for BTE is $7.78Cdn & $5.75US/share 
Compared to TipRanks’ Price Target of $4.32US/share 

 

Disclosure: I have a long position in Baytex 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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Company Overview 

The Company’s vision is to be a top-tier North American oil producer focused on per share value creation. Their key 

oil resource plays represent some of the highest rate of return projects in North America.  Baytex’s crude oil and 

natural gas operations are organized into three main operating areas: Light Oil USA (Eagle Ford), Light Oil Canada 

(Pembina Duvernay / Viking) and Heavy Oil Canada (Peace River / Peavine / Lloydminster).  The Company’s current 

production mix is approximately 45% light oil & condensate, 28% heavy oil, 13% NGLs and 14% natural gas. 

 

 

 

The merger with Ranger Oil in June, 2023 was significant, increasing production by approximately 

70% and adding high-quality / low-risk running room in the South Texas Eagle Ford oil play. 
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Third Quarter 2024 Highlights ($Cdn) 

 

• Generated production of 154,468 boe/d (86% oil and NGL) in Q3/2024, up 3% from Q3/2023. Crude oil 

production (light oil, condensate, and heavy oil) increased 2% from Q3/2023 to average 112,602 bbl/d. 

• Increased production per basic share by 10% in Q3/2024, compared to Q3/2023. 

• Executed a $306 million exploration and development program in Q3/2024, consistent with the full-year plan. 

• Reported cash flows from operating activities of $550 million ($0.69 per basic share) in Q3/2024. 

• Delivered adjusted funds flow of $538 million ($0.68 per basic share) in Q3/2024. 

• Generated net income of $185 million ($0.23 per basic share) in Q3/2024. 

• Generated free cash flow of $220 million ($0.28 per basic share) in Q3/2024 and returned $101 million to 

shareholders. 

• Repurchased 17.6 million common shares in Q3/2024 for $83 million, at an average price of $4.68 per share. 

• Paid a quarterly cash dividend of $18 million ($0.0225 per share) on October 1, 2024. 

• Reduced net debt by 5% in Q3/2024 and 12% over the last four quarters, to $2.5 billion. 

• Maintained balance sheet strength with a total debt to Bank EBITDA ratio of 1.0x. 

 

Management Commentary 
 

“During the third quarter we generated $220 million of free cash flow, returned $101 million to shareholders 

through our share buyback program and quarterly dividend, and reduced net debt by 5%.  

Over the last fifteen months we have repurchased 9% of our shares outstanding.  

Our third quarter results demonstrate continued solid operational performance as well as our commitment to 

generating meaningful free cash flow and the delivery of strong shareholder returns. 

We expect to release our 2025 budget in early December.  

We are committed to prioritizing free cash flow and in the current commodity price environment this means 

moderating our growth profile and delivering stable crude oil production.” 

 - Eric T. Greager, President and Chief Executive Officer. 

 

Dividends 
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Ranger Acquisition  

 

On February 28, 2023, Baytex announced the acquisition of Ranger Oil Corp. (the "Merger"), a pure play Eagle Ford 

operator. With this transaction, Baytex is building a quality, scaled North American oil-weighted exploration and 

production company with a portfolio across the Western Canadian Sedimentary Basin and the Eagle Ford.  

 

On June 20, 2023, Baytex closed the acquisition of Ranger, adding quality scale in the Eagle Ford and reinforcing a 

resilient and sustainable business. The total consideration paid by Baytex, including assumption of net debt, was 

US$2.4 billion (C$3.2 billion). Under the terms of the agreement, Ranger shareholders received 7.49 Baytex shares 

plus US$13.31 cash for each share of Ranger common stock. Second quarter 2023 results include 11 days of 

operations from Ranger.  Baytex’s total production increased by 67.8% (60,840 Boepd) to 150,601 Boepd in the 

3rd quarter, followed by organic growth to 160,373 Boepd in the 4th quarter.    
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Financial Update 

 

During the third quarter, Baytex delivered operating and financial results consistent with the full-year plan. The 

Company increased production per basic share by 10% in Q3/2024, compared to Q3/2023, with production averaging 

154,468 boe/d (86% oil and NGL). Exploration and development expenditures totaled $306 million and 82 (69.2 net) 

wells were brought onstream. Adjusted funds flow was $538 million or $0.68 per basic share and we generated net 

income of $185 million ($0.23 per basic share). During the third quarter Baytex recorded approximately $22 million in 

insurance claim proceeds related to the 2023 Alberta wildfires and prior-period adjustments with respect to previously 

paid royalties. Third quarter free cash flow was $220 million ($0.28 per basic share) and $101 million was returned to 

shareholders. Baytex repurchased 17.6 million common shares for $83 million, at an average price of $4.68 per share, 

and paid a quarterly cash dividend of $18 million ($0.0225 per share). Over the last five quarters, the Company 

returned $479 million to shareholders and repurchased 75 million common shares for $387 million, representing 8.7% 

of our shares outstanding, at an average price of $5.14 per share, and paid total dividends of $92 million ($0.1125 per 

share).  

 

Continuing to strengthen its balance sheet remains a priority. Net debt at September 30, 2024 was $2.5 billion, down 

5% from June 30, 2024. Over the last four quarters, Baytex reduced net debt by 12%. Total debt (excluding working 

capital) at September 30, 2024 was $2.3 billion.  

 

Operations Update 

 

Notable well results reported by BMO Capital Markets / GeoLOGIC Solutions Ltd. on October 25, 2025 

 

Clearwater: “Baytex continues to show that it is best-in-class with its Clearwater well results at Peavine. Month after 

month, Baytex continues to take nearly all top ten spots on our Clearwater top ten list. The best well this month goes 

to the 102/05-22 well, that produced at 875 bbls/d, putting monthly production at 26 mbbls (and cumulative oil volumes 

at 61 mbbls after 84 days). With some of BTE's wells now producing upward of 150 mbbls after 168 days, showing 

payout at 2-3x within the year, it is a play that will continue to help push BTE's capital efficiencies higher. 

 

Duverney: “Outside of BTE's Clearwater play, the Willesden Green Duvernay fairway will be a meaningful part of 

the company's long-term potential. The solid results so far set the stage for the 2025 program. Two of BTE's recent 

Duvernay wells brought on production in August appear among the top wells in Canada. The 16-10 well produced 

51,600 bbls of condensate in 54 days (or ~925 bbls/d in September). As BTE brings technology from its Eagle Ford 

operations, that ultimately have increased the intensity of frac designs, all while dropping costs by 10% vs. 2023 costs, 

the efficiency of the play continues to improve. Today, Baytex ranks its Duvernay as its top go-forward play, based on 

a CROCI (cash return on capital invested), and with seven wells planned for the year (and at least 221 future locations 

still to drill), there appears to be plenty of running room in this play. We suspect with heavy M&A activity potentially in 

the formation in the coming months, a rise in 'main-stream' investor attention is expected to come.” 
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Light Oil - United States: In the Eagle Ford, production averaged 89,800 boe/d (82% oil and NGL) in Q3/2024, up 

from 87,311 boe/d (85% oil and NGL) in Q3/2023. Baytex is executing the 2024 development program consistent with 

the full-year plan. During the third quarter the Company brought onstream 21 net wells, including 17 net operated 

wells. Through the first nine months of 2024, Baytex brought onstream 58 net wells, including 46 net operated wells. 

The development program is largely focused on the black oil and volatile oil windows of acreage where it typically 

generates 30-day peak crude oil rates of 700 to 800 bbl/d (900 to 1,100 boe/d) per well with average lateral lengths of 

9,000 to 9,500 feet. Year-to-date, Baytex has realized an 8% improvement in operated drilling and completion costs 

per completed lateral foot over 2023. 
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Light Oil – Canada: In the light oil business unit, production averaged 20,428 boe/d (84% oil and NGL) in Q3/2024. 

Baytex has made substantial strides in advancing its understanding of the Pembina Duvernay and production 

averaged 7,550 boe/d (83% oil and NGL) in Q3/2024, up from 4,758 boe/d (86% oil and NGL) in Q3/2023. In the 

Viking, Baytex brought onstream 35 (34.9 net) wells and the asset continues to perform in line with expectations. In 

the Pembina Duvernay, the two-pad, seven-well drilling program saw a 21% improvement in drilling days (spud to rig 

release) and a 10% improvement in drilling costs. Through a combination of facility and completion design optimization, 

our average 30-day peak production rates improved by 40%, as compared to 2023 well results, with only a 4% increase 

in lateral length. The first pad (3-wells) was brought onstream in May with an average completed lateral length of 

11,000 feet and generated an average 30-day peak production rate of 1,354 boe/d per well (890 bbl/d of crude oil, 

326 bbl/d of NGLs, 826 Mcf/d of natural gas). The second pad (4-wells) was brought onstream in August with an 
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average completed lateral length of 9,250 feet and generated an average 30-day peak production rate of 968 boe/d 

per well (725 bbl/d of crude oil, 171 bbl/d of NGLs, 434 Mcf/d of natural gas). 

 

 
 

Heavy Oil – Canada: In the heavy oil business unit, production averaged 44,240 boe/d (95% oil and NGL) in Q3/2024, 

up from 37,506 boe/d (94% oil and NGL) in Q3/2023. Peavine continued to outperform expectations with 

production averaging 20,085 bbl/d (100% heavy oil) in Q3/2024, up from 13,821 bbl/d (100% heavy oil) in 

Q3/2023. During the third quarter, Baytex brought onstream 7 (7.0 net) wells. At Peace River, Baytex brought onstream 

5 multi-lateral horizontal wells, including one successful Bluesky exploration well on a recently acquired 66-section 

land block contiguous to its existing acreage position. At Lloydminster, Baytex brought onstream 11 (10.2 net) multi-

lateral horizontal wells across the broader Mannville group.  
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Return of Capital Framework 

 

The Board of Directors declared a quarterly cash dividend of $0.0225 per share, to be paid on January 2, 2025 to 

shareholders of record on December 13, 2024. 

 

 

On closing of the Merger with Ranger Oil, the Company increased direct shareholder returns to 50% of the 

free cash flow generated by the combined company, allowing the Company to increase the value of the share 

buyback program and introduce a dividend.  
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Balance Sheet and Liquidity Update 

On April 1, 2024, Baytex closed a private placement offering of US$575 million aggregate principal amount of senior 

unsecured notes. The notes bear interest at a rate of 7.375% per annum and mature on March 15, 2032. Net proceeds 

from the offering were used to redeem US$409.8 million aggregate principal amount of outstanding 8.75% notes and 

the associated call premiums and repay a portion of the debt outstanding on the credit facilities. In addition, on May 9, 

2024, Baytex extended the maturity of its US$1.1 billion credit facilities to May 2028.  

 

On April 27, 2023, Baytex issued US$800 million aggregate principal amount of senior unsecured notes due April 30, 

2030 bearing interest at a rate of 8.50% per annum semi-annually (the "8.50% Senior Notes"). The 8.50% Senior 

Notes are redeemable at the Company’s option, in whole or in part, at specified redemption prices after April 30, 2026 

and will be redeemable at par from April 30, 2028 to maturity. At September 30, 2024 there was US$800.0 million 

aggregate principal amount of the 8.50% Senior Notes outstanding. 

 

At September 30, 2024 Baytex had two issuances of long-term notes outstanding with a total principal amount of $1.9 

billion. The long-term notes do not contain any financial maintenance covenants. 
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2023 Year End Reserves  
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Guidance Update 

 

Baytex continues to execute the 2024 plan and anticipates full-year 2024 production of approximately 153,000 boe/d 

(previous guidance range of 152,000 to 154,000 boe/d). Baytex anticipates full-year 2024 exploration and 

development expenditures of approximately $1.25 billion, consistent with the previous guidance range of $1.2 to $1.3 

billion. Based on year-to-date actual results and the forward strip for the balance of 2024, Baytex expects to generate 

free cash flow of approximately $570 million ($0.71 per basic share) in 2024.  
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Hedging Update 
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Net Income and Cash Flow Forecast Model 
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