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EPG Commentary by Dan Steffens 

Rubellite Energy Inc. (RBY.TO and RUBLF) is a Canadian junior upstream 

oil and gas company in our Small-Cap Growth Portfolio. Since launching in July 

2021, the company has grown production from 1,670 boepd in 2022 to 13,843 

boepd in Q1 2026. Q1 2026 oil production reached 8,641 bbl/d, above guidance 

of 8,300 to 8,400 bbl/d. Rubellite now expects annual production growth of 10% 

to 15%, funded entirely by operating cash flow. 

 

Rubellite generates most of its revenue from heavy oil sales, with realized prices 

averaging $65.58 Cdn/bbl in Q4 2025 and $67.92 Cdn/bbl in Q1 2026, including hedge settlements. In Q1, crude oil 

production was 8,641 bbl/d, representing 62.4% of total output and 86.5% of total revenue. 2025 adjusted operating 

cash flow was $133.4 Cdn million, or $1.43 per share. Based on my updated forecast, 2026 adjusted operating cash 

flow should reach about $143.7 Cdn million, or $1.53 per share. Current share price is just 2.5x CFPS. 

 

 
 

Rubellite’s continuous two-rig drilling program and its 50% working interest in a joint venture with Tourmaline Oil 

(TOU.TO), one of our newest Sweet 16 Growth Portfolio companies, should lift 2026 production above the high end 

of guidance.  Rubellite owns a 50% working interest in the Edson area, which Tourmaline operates. Tourmaline 

recently completed four high-output gas wells in the joint venture, two net to Rubellite. Those wells were the main 

driver of Rubellite’s natural gas production increase of 36% since Q3 2025, rising to 25,884 mcfpd in Q4 2025 and 

28,532 mcfpd in Q1 2026. This higher gas output should help lift total production to more than 14,500 boepd as the 

company enters 2027. In Q1 2026, oil production rose to 8,641 bbl/d and NGL production increased to 447 bbl/d. Most 

of Rubellite’s NGL volumes are condensate, which sold at a 7% discount to the company’s realized oil price in Q1 

2026. Production is expected to ease slightly in Q2 before building again later in the year. 
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My 2026 forecast calls for total production of 13,800 boepd, with a mix of 67% crude oil and condensate and 

33% natural gas. One of Rubellite’s key strengths is its ability to shift drilling between oil- and gas-weighted areas as 

market conditions change. If Western Canadian natural gas prices improve, the company’s joint venture with 

Tourmaline could add meaningful upside to my valuation. I base my current valuation on 4.25x annualized operating 

cash flow per share, which I view as conservative given the company’s expected double-digit production growth and 

substantial high-quality running room in Western Canada. 

 

My Fair Value Estimate for RBY.TO is $7.00Cdn/share 
Translation to approximately $5.11US per share for RUBLF  

 
Disclosure: I have a LONG 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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Rubellite is a growth-focused Clearwater and Mannville Stack heavy oil E&P Company.  It has low-risk high-

return development assets in Eastern Alberta and an active exploration program, which could more than double their 

drilling locations. Rubellite is utilizing multi-lateral drilling technology to deliver robust organic heavy oil growth and 

generate exceptional corporate returns. 

 

Business Strategy 

“Rubellite is focused on rapid growth in production, reserves, funds flow and value, and exploring to build our 

prospective land base and drilling inventory, to generate exceptional and sustainable shareholder returns from the 

Clearwater and Mannville Stack plays in Eastern Alberta.”  
 

Rubellite is pursuing a robust organic production growth plan focused on drilling low risk, high return prospects with 

rapid payouts to drive free funds flow generation.  At the same time, Rubellite adds to its pure play Clearwater and 

Mannville Stack asset base through exploration, land purchases, farm-ins and acquisitions while maintaining a 

conservative capital structure. 
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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 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. 
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First Quarter 2026 Highlights   

Operational Highlights 

 

• Heavy oil sales production: Averaged a record 8,641 bbl/d in the first quarter of 2026, an increase of 4% 

from 8,339 bbl/d in the first quarter of 2025 and a 4% increase from 8,295 bbl/d in the fourth quarter of 2025, 

exceeding first quarter guidance of 8,300 to 8,400 bbl/d. 

 

• Total sales production: Averaged a record 13,843 boe/d in the first quarter of 2026 (66% heavy oil and natural 

gas liquids ("NGL")), an increase of 12% from 12,383 boe/d (70% heavy oil and NGL) in the first quarter of 

2025 and a 6% increase from 13,042 boe/d in Q4 2025, exceeding first quarter guidance of 13,300 to 

13,400 boe/d.  

 

• Heavy oil activity: Brought 10 (9.5 net) heavy oil wells on production at Figure Lake and Frog Lake in the first 

quarter. 

  

• West Central natural gas activity: Added 2 (1.0 net) liquids-rich conventional natural gas wells to production 

at East Edson at the end of the fourth quarter of 2025 and 2 (1.0 net) additional wells during the first quarter. 

  

• Exploration and development spending: Spent $31.3 million in the first quarter, within the guided range of 

$30.0 to $32.0 million. First quarter spending included the drilling and completion of 4 (4.0 net) multi-lateral 

horizontal Clearwater development wells, and 1 (1.0 net) waterflood pilot producer-injector pair at Figure Lake 

(2.0 net drills); 3 (2.5 net) multi-lateral horizontal Waseca development wells at Frog Lake; 1 (1.0 net) 

exploration well on a new prospect in Saskatchewan; and the drilling, completion, equipping and tie-in of 2 (1.0 

net) liquids-rich conventional natural gas wells at East Edson that commenced drilling late in 2025. 

 

• Land and geological and geophysical spending: Spent $0.9 million on land to capture acreage in core 

areas and for exploration prospects, and $0.4 million on geological and geophysical activities related to 

completion of the 3D seismic program at Frog Lake, which commenced in the fourth quarter of 2025. 

 

• Abandonment and reclamation: Spent $0.4 million on decommissioning, abandonment and reclamation 

activities and received one reclamation certificate from the Alberta Energy Regulator ("AER") (Q1 2025 - one). 
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Financial Highlights 

 

• Adjusted funds flow: $33.4 million ($0.36 per share) in the first quarter of 2026, a decrease of 7% from $35.9 

million ($0.39 per share) in the first quarter of 2025. 

 

• Cash costs: $19.4 million or $15.57/boe in the first quarter of 2026, representing a 17% decrease on a per 

boe basis as compared to the first quarter of 2025 (Q1 2025 - $20.9 million or $18.76/boe). 

 

• Net loss: $23.1 million ($0.25 per share) in the first quarter of 2026 (Q1 2025 - $1.2 million net income or $0.01 

per share) primarily driven by an unrealized loss on risk management contracts.  

 

• Net debt: $148.0 million at March 31, 2026, an increase of 3% from $143.1 million at December 31, 2025. 

Positive free funds flow of $0.7 million generated during the first quarter was primarily used to reduce other 

obligations, including a $3.8 million reduction of the other provision, $0.4 million of decommissioning 

expenditures and $0.7 million of cash-settled share based compensation payments. 

 

• Available liquidity: $30.8 million at March 31, 2026, based on a $140.0 million first-lien credit facility borrowing 

limit, less $107.8 million of bank borrowings and $1.4 million in letters of credit. Subsequent to the end of the 

quarter, the borrowing limit was increased to $160.0 million, further enhancing available liquidity 
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Q1 2026 Guidance Reconciliation  
 

• During the first quarter of 2026, Rubellite recorded strong growth from a successful drilling program, which saw 

both heavy oil and total sales production exceed the high end of the Q1 2026 guidance range. Rubellite's heavy 

oil wellhead differential of $4.81/bbl in Q1/26 exceeded the guided range $3.50 to $4.00/bbl due to higher than 

expected diluent costs. A comparison of the Company's most recent Q1 2026 guidance metrics to actual results 

is provided below. 

 

 

Operational Updates   
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Figure Lake 

 

Primary Development Update:  

• In the first quarter, Rubellite drilled and rig released 4 (4.0 net) Clearwater primary development multi -lateral 

horizontal wells targeting the Wabiskaw Member of the Clearwater Formation, using the optimized 33 meter 

inter-leg spacing and 15,000 meters open hole length at the 8-26-61-16W4 Surface Pad (the "8-26 Pad"). Initial 

well performance continues to exceed expectations, with average IP30/60 rates of 303 bbl/d (3 wells)/300 bbl/d 

(2 wells), compared to the 2025 McDaniel Tier 1 type curve of IP30/60 of 201/193 bbl/d. 

 

• Drilling operations continued at the 8-26 Pad into the second quarter. In early April, a second drilling rig was 

added to supplement the one-rig program and is expected to drill a minimum of 8.0 and up to 13.0 net additional 

Clearwater multi-lateral horizontal wells to grow heavy oil production in this stronger commodity price 

environment. Continuation of the second rig into the fourth quarter is contingent upon future heavy oil prices. 

< Adding the 2nd rig in April is why I am using the high end of Rubellite’s production guidance in my forecast. 
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• A well targeting the Sparky Formation (1.0 net) drilled in the fourth quarter of 2025 continues to deliver 

encouraging results, with an IP30/60 rate of 286 bbl/d/259 bbl/d and water cut averaging 10%. The well has 6 

legs and approximately 7,750 meters of horizontal length. Continuous production from the initial well and further 

development of the Sparky discovery pool will require construction of a permanent all season access road and 

pad expansion, which are currently planned for the second half of 2026. The well was temporarily shut in during 

spring breakup and will be restarted later in the second quarter following completion of interim access 

upgrades. Two (2.0 net) additional Sparky wells are planned for the fourth quarter of 2026. 
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Enhanced Oil Recovery ("EOR") Update: 

• Water injection commenced in March at the first Figure Lake waterflood pilot producer-injector pair drilled in 

the fourth quarter of 2025 on the 9-35-63-18W4 Pad (the "9-35 Pad").  
 

• A second waterflood pilot at Figure Lake was advanced in the first quarter of 2026, with the drilling of an 8-leg 

horizontal multi-lateral producer (1.0 net) on the 8-26 Pad, straddling a dedicated single-leg injection well (1.0 

net). The 4-leg sets on each side of the injector were drilled with 25 meter inter-leg spacing, and offset from 

the injector by 75 meters. Total open hole length for the 8 legs is approximately 9,900 meters. Initial well 

performance for the 8 leg producer exceeded expectations with an average IP30 rate of 283 bbl/d. Water 

injection for this pilot is expected to commence late in the second quarter.  
 

• Subsequent to the end of the quarter, a third dedicated producer (1.0 net) and injector (1.0 net) pair were drilled 

on the 08-26 Pad to evaluate the utility and effectiveness of polymer injection on oil recovery. The 8 leg 

producer recovered oil based mud ("OBM") on April 20th and achieved an IP(15) of 185 bbl/d. Polymer injection 

is expected to commence in the fourth quarter.  
 

• In addition, two multi-lateral horizontal producer-to-injector conversions on two separate pads at Figure Lake 

were advanced, with water injection initiated on the 1-3 Pad in March 2026, and water injection expected to be 

initiated on the 1-13 Pad in the second quarter. These producer-to-injector conversion pilots will evaluate the 

effectiveness of waterflood where primary production has already occurred through multi-lateral drilling 

development.  
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Frog Lake 

 

Waseca Update - Open Hole Horizontal Multi-laterals: 

• During the first quarter, Rubellite drilled and rig released 3 (2.5 net) open hole multi-lateral wells targeting the 

Waseca Formation. 

 

o Waseca North: 2 (2.0 net) wells achieved average IP30/IP60 rates of 130 bbl/d (2 wells)/134 bbl/d (1 

well), exceeding the 2025 McDaniel type curve of 122/117 bbl/d.  

o Waseca South: 1 (0.5 net) well achieved an average IP30/IP60 rate of 68 bbl/d, below the 2025 

McDaniel type curve of 145 bbl/d due to a combination of thinning reservoir and higher shale content 

encountered at the toe of the well.  

 

• Rubellite suspended drilling operations at Frog Lake on February 5, 2026 to allow the drilling rig, which 

operated continuously for several years, to undergo servicing and recertification. Drilling recommenced at Frog 

Lake on April 19, 2026, with the spud of an extended reach Waseca North well (1.0 net). The well is targeting 

up to 20,000m of open hole, as compared to historical 15,000m of open hole, and using a new water-based 

amine mud system to reduce costs, improve hole cleaning, and limit fluid losses to the formation while drilling. 
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GP and Sparky Update - Single Leg Lined Laterals with Recycle Strings: 

• Rubellite has continued to positively advance the use of single leg lined lateral horizontal wells equipped with 

high velocity recycle strings to enable consistent production of heavy oil with solids from the less consolidated 

GP and Sparky Sands of the Mannville Stack. Four (3.0 net) GP wells have been drilled to date using both 

single-leg and fishbone designs, of which three were completed with recycle strings.  
 

• Early IP30 performance across the three wells completed with recycle strings ranged from 44–134 bbl/d, with 

an average of 78 bbl/d. The most recent of those three wells, 00/09-23-056-03W4 (50% working interest), has 

been on production since December 19, 2025, and following startup and tubing string optimization, is currently 

producing at an average of 145 bbl/d gross. For reference, the McDaniel year-end 2025 type curve for the GP 

formation assumes an IP30/IP60 of 73/72 bbl/d. 
 

Other Operational Updates: 

• Approximately 26 km2 of new 3D seismic was acquired in late 2025 and early 2026 to support future drilling 

plans at Frog Lake.  
 

• A continuous one-rig drilling program is planned for the remainder of the year, targeting the Waseca North and 

Waseca South sands with open hole multilateral horizontal wells, and the GP and Sparky zones within the 

Mannville Stack with horizontal wells equipped with recycle strings. 
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East Edson 

 

• Two (1.0 net) Wilrich development wells were rig released, fracture stimulated, equipped, and tied-in following 

drilling that commenced in late 2025, with both wells brought on production in February.  

 
 

Other Exploration 

 

• In addition to ongoing zonal delineation activity in the GP and Sparky zones at Frog Lake and the Sparky zone 

at Figure Lake, Rubellite continued to advance multiple early-stage exploration prospects including land 

capture and play concept de-risking, while maintaining a disciplined approach to risked capital exposure. One 

(1.0 net) exploration well was drilled at Bayhurst, Saskatchewan in the first quarter and placed on a limited 

production trial until spring breakup, at which time the well was temporarily shut in. An extended production 

evaluation period is planned once road restrictions are lifted. 
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Outlook and Guidance  

 

• For 2026, Rubellite forecasts total exploration and development spending of $125 to $135 million, with the 

range reflecting the expected duration of a second drilling rig at Figure Lake. In addition to development drilling 

in its core heavy oil operating areas, 2026 capital spending will support longer term strategic initiatives 

including:  

o advancing multiple EOR pilots in the Clearwater, with water injection expected to have commenced at 

six waterflood pilots by mid-2026;  

o initiating polymer injection on the producer-injector pair drilled for a polymer flood pilot, with injection 

planned to commence in Q4 2026;  

o additional injection and production cycles under the novel gas injection EOR pilot at Figure Lake; and  

o ongoing exploration activities across the Company’s land bas. 

 

• Capital Program - Q1 2026: 

o Figure Lake: 

▪ Drilled and completed 4 (4.0 net) 15,000m, 12 leg, Clearwater primary development wells; and 

▪ Drilled and completed 1 (1.0 net) 10,000m, 8 leg, waterflood pilot producer and 1.0 (1.0 net) 

injector on the 8-26 Pad  

o Frog Lake: 

▪ Drilled and completed 1 (0.5 net) Waseca South development wells; and  

▪ Drilled and completed 2 (2.0 net) Waseca North development wells.  

o East Edson:  

▪ Drilled, fracture stimulated, equipped, and tied-in 2 (1.0 net) Wilrich natural gas development 

wells.  

o Exploration: 

▪ Drilled and completed 1 (1.0 net) exploration well at Bayhurst, Saskatchewan. 

 

• Capital Program - Remainder of 2026: 

o At Figure Lake: 

▪ Drilling and completion of 17 (17.0 net) to 22 (22.0 net) 15,000m, 12 leg, Clearwater primary 

development wells;  

▪ Drilling and completion of 2 (2.0 net) 10,000m, 10 leg, Clearwater step-out wells;  

▪ Drilling and completion of 2 (2.0 net) 10-15,000m, 12 leg, Sparky wells;  

▪ Drilling and completion of 1 (1.0 net) 10,000m, 8 leg, polymer flood pilot producer and 1 (1.0 

net) injector on the '8-26 Pad';  

▪ Surface and downhole equipping activities related to two mature multi-lateral producer to 

waterflood injector conversions; and  

▪ Additional core testing to continue informing EOR initiatives.  
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o At Ukalta: 

▪ Conversion of an existing mature multi-lateral producer to waterflood injector, with water 

injection expected to commence in the second quarter. 

o At Frog Lake:  

▪ Drilling and completion of 24 (13.0 net) wells targeting the Waseca North, Waseca South, GP 

and Sparky zones;  

▪ Drilling and completion of 1 (0.5 net) water disposal well; and  

▪ Core testing to inform EOR initiatives..  

 

• Additional capital spending is anticipated for land and seismic purchases and other exploration activities. 

Capital activity is expected to be funded from adjusted funds flow, with any excess free funds flow applied to 

net debt reduction and other balance sheet obligations.  

 

• For 2026, heavy oil sales volumes are forecast to average 8,800 to 9,200 bbl/d, while total production sales 

volumes, including natural gas and NGL volumes, are forecast to average 13,300 to 13,800 boe/d, representing 

7% to 10% growth relative to 2025.  

 

• Building on continued efficiency gains, operating costs are forecast to average $6.50 to $7.00/boe for 2026, 

and transportation costs are forecast to average $4.75 to $5.25/boe, reflecting anticipated increased fuel 

surcharges for trucked oil. Heavy oil wellhead differentials are forecast to average $4.50 to $5.50/bbl, assuming 

diluent pricing consistent with the current forward curve. Royalties are expected to increase as a percentage 

of revenue, averaging 14.5% to 15.5%, given the higher forecast reference oil prices.  

 

• Rubellite will continue to address end of life asset retirement obligations ("ARO"), with $1.4 million of 

abandonment and reclamation expenditures planned for the remainder of 2026, satisfying the Company's AER 

area-based mandatory 2026 spending requirement of $1.4 million. 
 

Planned exploration and development spending and drilling activity for 2026 is summarized in the table below:  
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Rubellite’s financial and operational guidance for the second quarter and full year 2026 is presented in the table 
below: 
 

 
 

  
 



Rubellite Energy, Inc. 
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Net Income and Cash Flow Forecast Model 
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