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EPG Commentary by Dan Steffens 

InPlay Oil Corp. (IPO.TO and IPOOF on the U.S. OTCQX) is one of three 

Canadian Juniors in our High Yield Income Portfolio.  The Company now pays 

monthly dividends of $0.09Cdn ($1.08Cdn / year) for ~12.4% annual yield 

based on the current share price.   

 

Pembina Acquisition more than doubles InPlay’s production 

 

On April 7, 2025, InPlay closed the previously announced acquisition of 

Cardium light oil focused assets in the Pembina area of Alberta from Obsidian Energy Ltd. (“Obsidian”) for 

consideration of approximately $301 million.  Consideration consisted of $212 million cash payment, $85 million of 

InPlay common shares issued to Obsidian at a deemed price of $1.55 per share ($9.30 per share after incorporating  

the six to one common share consolidation), and the inclusion of InPlay’s non-operated assets at Willesden Green 

Unit 2.   

 

The cash portion of the consideration was funded by a combination of a $32.8 million bought deal equity financing led 

by ATB Securities Inc., National Bank Financial Inc. and RBC Dominion Securities Inc (the “Financing”) and borrowings 

under InPlay's New Credit Facilities, as described below.   

 

Immediately following completion of the Acquisition, InPlay had 167,636,627 InPlay Shares issued and outstanding, 

inclusive of the underlying 21,145,625 InPlay Shares issued upon conversion of subscription receipts previously 

issued pursuant to the Financing and the Share Consideration. 

 

1 for 6 Common Stock Consolidation 

 

On April 14, 2025 the Company implemented its previously announced share consolidation on the basis of one (1) 

post-consolidation common share for six (6) pre-consolidation common shares.  This reduced the outstanding 

shares to 27,939,438. 

 

New Credit Facilities < InPlay’s Operating Cash Flow in 2025 will cover all D&C capex and dividend payments. 

Concurrent with completion of the Acquisition, InPlay entered into an amended and restated credit agreement with a 

syndicate of lenders (the “Lenders”) pursuant to which the aggregate available borrowing capacity under InPlay's 

Senior Credit Facility has been increased from $110 million to $330 million by way of an increased $190 million 

revolving credit facility with a term out date extended to June 30, 2026,  a fully drawn $110 million two-year amortizing 

term loan (the “Term Loan”) and a letter of credit facility of up to $30 million.  

 

The Term Loan includes quarterly amortization payments of $4.1 million. The covenant and security package under 

the new Term Loan is substantially the same as the revolving credit facility, with the exception of an additional 

affirmative covenant to satisfy certain prescribed hedging requirements during the period the Term Loan remains 

outstanding.     
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InPlay has confirmed that their monthly dividends will be increased by six from $0.015 to $0.09 per share.  

Based on InPlay’s Proforma Guidance, the Company expects to generate enough free cash flow to continue paying 

monthly dividends of $0.09/share.   

 

 
 

Increasing natural gas prices in North America are setting up 2H 2025 to be a strong year for InPlay Oil.  Higher 

realized natural gas prices in Western Canada will give InPlay a significant revenue boost.  I expect InPlay to shift 

gears into production growth mode in 2H 2025; all funded by operating cash flow. 

 

InPlay Oil headed into 2025 with a strong balance sheet and lots of high-quality running room in Alberta.  Their 

2024 year-end reserve report justifies a much higher stock valuation.   

 

The Company’s 2024 drilling program was designed to hold production flat, but the timing of well completions and gas 

well shut-ins during Q3 2024 (due to low gas prices) caused production to be down 5.6% in 2024.  Q4 2024 production 

increased 14.3% to 9,376 Boepd, the highest quarter-over-quarter production growth of the year.  InPlay reported 

Q1 2025 production of 9,076 Boepd, beating my forecast of 8,750 Boepd.  Q1 Adjusted Operating Cash Flow 

of $16.2 million ($1.07/share) beat my forecast of $12.6 million. 
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My Fair Value Estimate for IPO.TO is $14.00Cdn/share 
Compared to First Call’s Price Target of $13.00Cdn/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.  

 
Running Room:  InPlay currently has over 400 low-risk high-yield Cardium horizontal development well locations in 

the Tier 1 areas of Pembina and Willesden Green.  At $70US/bbl WTI oil price, InPlay estimates that the average 

internal rate of return (IRR) may exceed 250% per well, with wells paying out in 8 months after completion.  The 

Company’s 2025 drilling program is very conservative, designed to hold production flat and maximize free cash flow. 
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In 2024 InPlay only completed 12.6 net new horizontal wells, which is all that was needed for year-over-year production 

to remain relatively flat.  With higher natural gas prices and improved access to gas processing facilities, 

InPlay’s 2025 drilling program will return to PCU-7, which is the Company’s “Most Prolific Development Area”.  

PCU-7 horizontal wells have materially outperformed type curves. 

 

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

Calgary, Alberta.  Post-acquisition production is ~18,750 Boepd increasing to ~19,000 Boepd by year-end since the 

Company only plans to complete 8.5 to 10.5 net new wells this year. 

 

Corporate Overview 

 

 
 

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 pay out in ~8 

months with WTI oil at $70US/bbl (at $60US/bbl oil price the well still payout in less than a year) 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 April 7th Acquisition doubles InPlay’s reserves and Reserve Value (NPV10) 

 
2024 Financial & Operating Highlights (in Canadian $) 

• Achieved average annual production of 8,712 boe/d (58% light crude oil and NGLs) with fourth quarter 

production average of 9,376 boe/d (57% light crude oil and NGLs). 

• Generated adjusted funds flow (“AFF”) of $68.5 million ($0.76 per basic share) despite a 44% drop in AECO 

natural gas prices compared to 2023. < Rising natural gas prices should give InPlay a revenue boost in 2025 

• Distributed $16.4 million in dividends, equating to a 10.4% yield relative to year-end market capitalization. 

Since November 2022, total dividends distributed amounted to $39.2 million ($0.435 per share, including 

dividends declared to date in 2025). 

• Invested $63 million in development capital which was $2.5 million below the mid-range of the Company’s $64 

- $67 million budget and 25% less than 2023. The majority of capital was spent on the drilling program, 

consisting of 12 (11.9 net) operated horizontal wells and three (0.65 net) non-operated horizontal wells, 

including strategic infrastructure projects, and an extensive downhole optimization program. $5.4 million was 

spent on the optimization program to replace plunger lifts with downhole pumps and lowering pumps in 

horizontal wells, helping to decrease the base decline rate. 

• Materially enhanced capital efficiencies through a 25% reduction in drilling and completion costs experienced 

in PCU7 as a result of operational enhancements on four H2 2024 wells drilled in the area. 

• Exited 2024 at 0.8x net debt to earnings before interest, taxes and depletion (“EBITDA”) which was among the 

lowest among industry peers. 

• Generated a strong operating income profit margin of 54% and net income of $9.5 million ($0.11 per basic 

share, $0.10 per diluted share). < All per share stats are based on pre-acquisition share count. 

• Renewed the $110 million revolving Senior Credit Facility, providing significant liquidity for tactical capital 

investment and strategic acquisitions. 

• Allocated $3.4 million to the successful abandonment of 40 wellbores, 37 pipelines and the reclamation of 25 

wellsites. 
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Q1 2025 Financial & Operating Results 

 

All figures presented below reflect the Company's six to one share consolidation, which was effective April 14, 2025. 

  

First Quarter 2025 Highlights  

• Achieved average quarterly production of 9,076 boe/d (55% light crude oil and NGLs), a 5% increase over Q1 

2024 and ahead of internal forecasts. 

• Generated strong quarterly Adjusted Funds Flow (“AFF”) of $16.8 million ($1.10 per basic share). 

• Returned $4.1 million to shareholders by way of monthly dividends, equating to a 12.1% yield relative to the 

current share price.  

• Maintained a strong operating income profit margin of 54%. 

• Improved field operating netbacks to $25.71/boe, an increase of 3% compared to Q4 2024. 
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First quarter results exceeded expectations, driven in part by the outperformance of newly drilled wells at Pembina 

Cardium Unit #7 (PCU#7). A two well pad delivered average initial production (“IP”) rates of 677 boe/d (75% light oil 

and NGLs) over the first 30 days and 492 boe/d (66% light oil and NGLs) over the first 60 days, both significantly 

above expectations. Over the initial two-month period, production from these wells was more than 100% above 

the pre-drill type curve. These wells ranked in the top-ten for production rates for all Cardium wells in the basin for 

the month of March.  

 

Complementing InPlay’s strong operational momentum, Obsidian drilled four (4.0 net) wells on the Acquired Assets 

in the first quarter. The first two (2.0 net) wells, which started production mid quarter, are outperforming the internal 

type curve by approximately 50% with average IP rates of 304 boe/d (91% light oil and NGLs) over the first 30 days 

and 295 boe/d (85% light oil and NGLs) over the first 60 days. The remaining two wells, brought online in the final 

days of the first quarter, are performing more than 350% above our internal type curve, with average IP rates per well 

of 887 boe/d (88% light oil and NGLs) over their initial 30 day period.   

 

“The Company is very excited about the highly accretive Pembina Acquisition announced February 19, 2025 

and had anticipated strong results from the combined assets. The exceptional results from the first quarter 

drilling program, combined with the outperformance of base production, have driven current field estimated 

production to approximately 21,500 boe/d (64% light oil and NGLs) significantly exceeding what we had 

initially forecasted at the announcement of the Acquisition. Given the current volatility in commodity prices, 

this material outperformance provides the Company with significant flexibility to scale back our capital 

program, providing “more for less” while maintaining our production forecasts, allowing for more aggressive 

debt repayment even in a lower pricing environment.” – Doug Bartole, President and CEO May 8, 2025 

 

Pro Forma Reserves as of May 8, 2025 
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As of the date of this report, InPlay is letting other large-cap upstream companies’ drilling programs prove up their 

leasehold in the East Basin Duvernay Shale.   

 

 
 

Investment Summary 
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2025 Forecast as of May 8, 2025 
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Hedges as of May 8, 2025 
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Net Income and Cash Flow Forecast Model 
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