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Commentary by Dan Steffens 
 

Hemisphere Energy (HME.V, HMENF) is a Canadian junior oil & gas producer 

in our High Yield Income Portfolio.  Production increased 5.2% in 2025, averaging 

3,645 Boepd despite unplanned shut-ins, highlighting the stability of its two Atlee 

Buffalo polymer floods. Q1 2026 production increased 13.6% quarter-over-

quarter to 3,811 Boepd (99% heavy oil). The company’s 2026 production 

guidance is now 3,900 Boepd, supported by those polymer floods, while testing 

additional zones could add production and proved reserves in 2H 2026. 
 

Based on Hemisphere's year-end reserve report, the PV10 Net Asset Value of just the company's proved reserves 

was $2.78Cdn/share based on oil prices that are much lower than we have today.  Based on proved + probable 

reserves (P2) the PV10 Net Asset Value was $3.43Cdn/share> 
 

"Special Dividends" should keep coming in 2026 

Supported by the current strength in oil pricing and consistent 2026 first-quarter production performance (99% heavy 

oil), Hemisphere’s Board of Directors approved and paid two special dividend of $0.03 per common share in Q2 2026. 

The special dividends were paid on April 28, 2026 and May 28, 2026.  The next regular quarterly dividend of $0.025 

per share will be paid June 26, 2026 to owners of record on June 12, 2026.  Based on my updated forecast, I expect 

Hemisphere to pay two more Special Dividends in 2026 for total dividends paid during 2026 being 

$0.22Cdn/share.  Annualized dividends yield should be $7.8% in 2026. 
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The Company’s pristine balance sheet and low production decline rate is why Hemisphere deserve a higher 

share price. Shareholder returns (dividends and stock buybacks) are very generous and should remain so through 

the end of this decade.  If their Marshen pilot program & development project becomes successful or they make an 

acquisition to provide another clear growth wedge, my price target for HME.V could go much higher. 

 

 
 

Hemisphere is a perfect fit for our High Yield Income Portfolio because of its very low production decline rate.  Despite 

not completing any new wells within Atleee Buffalo until recently, the company’s production has increased. 

 

Throughout 2025, Hemisphere exercised prudence in capital expenditures in response to volatility within the global 

economy and oil markets, resulting in the deferral of its drilling program to later in the year. In September, the Company 

initiated a fall drilling campaign, concluding in early November. The newly drilled wells have recently commenced 

production and will continue to be optimized in the coming months. < Q1 2026 production exceeded my forecast of 

3,800 Boepd, compared to 3,354 Boepd in Q4 2025, thanks to the new wells and shut-ins being restored. 

 

Based on my forecast model, which is based on WTI averaging $91.50US/bbl in 2026 and $85.00US/bbl in 2026, 

Hemisphere should generate approximately $60Cdn million of free cash flow this year. Increased stock buybacks 

will increase the stock value AND we should get two more $0.03/share "Special Dividends" this year, in addition to the 

two paid in April and May. I am expecting total dividends to be $0.22Cdn per share in 2026. 
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In October 2026, Hemisphere successfully executed a scheduled facility turnaround and resolved unforeseen issues 

related to power generation and injection systems. While these temporary disruptions impacted overall fourth-quarter 

production, all operational systems were fully restored.  November production averaged approximately 3,800 

boe/d (99% heavy oil, from November 1-22, 2025).   Despite some operational difficulties, Hemisphere’s production 

increased 5.2% year-over-year in 2025 to 3,645 Boepd (99.4% heavy oil). 

 

Q1 2026 production of 3,811 Boepd beat my forecast and the forecast is for total production to increase another 7.0% 

year-over-year in 2026. 

 

At the Marsden, Saskatchewan property, Hemisphere continues its evaluation of the polymer pilot project. Although 

an enhanced oil production response has yet to be observed after a year of injections, ongoing data collection 

is yielding valuable insights into reservoir performance. The team intends to advance the project by assessing 

producer/injector well spacing, polymer type, injection water, and reservoir heterogeneity and composition. 

 

During the fall drilling program, Hemisphere attempted to test a secondary oil-bearing zone at Marsden. However, 

drilling challenges impeded access to the reservoir, prompting the Company to consider alternative approaches for 

future assessment. 
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Management now anticipates 2026 actual adjusted funds flow to exceed their previous guidance estimate of 

$40 million and that total capital expenditures will be approximately $12 million. Hemisphere’s 2026 production 

guidance as of May 13, 2026 is now 3,900 Boepd.  Using my updated oil price deck shown below, the Company’s 

operating cash flow should be approximately $73Cdn million this year, an increase of $11Cdn million from our last 

profile. 2026 free cash flow from operations is now expected to exceed $60 million. 

 

 
 

My Fair Value Estimate for HME.V is $4.00Cdn/share 
This translates to approximately $2.92US/share for HMENF 

 

Disclosure: I have a long position in HMENF 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 report. 
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Hemisphere Energy Corporation is a dividend paying Canadian oil company focused on sustainable growth of its high 

netback, low decline conventional heavy oil assets through enhanced recovery methods. Hemisphere is dedicated to 

creating shareholder value by following its core principles of building a company that is Simple, Clean, Profitable, and 

Unique.  2026 production guidance is 3,900 bpd of heavy oil. 

 

 
 

 

Atlee Buffalo is Hemisphere’s core area, located approximately 85 kilometers north of Medicine Hat. Hemisphere 

made its first acquisition in the area in late 2013 and owns 15,560 gross acres (15,560 net acres). The property has 

two oil pools delineated by vertical wells and defined by 3D seismic, which are now successful polymer floods. 

 

Hemisphere trades on the TSX Venture Exchange as a Tier 1 issuer under the symbol "HME" and on the OTCQX 

Venture Marketplace under the symbol "HMENF".   
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Q1 2026 Highlights ($Cdn) 
 

• Attained quarterly production of 3,811 boe/d (99% heavy oil). 

• Generated $25.4 million in revenue. 

• Achieved total operating and transportation costs of $14.76/boe. 

• Delivered an operating netback of $16.7 million, or $48.60/boe. 

• Realized quarterly adjusted funds flow from operations ("AFF") of $12.7 million, or $0.13 per share. 

• Generated free funds flow of $9.6 million, or $0.10 per share. 

• Distributed $2.4 million in quarterly base dividends to shareholders during the quarter. 

• Purchased and cancelled 457,600 shares for $1.0 million under the Company's Normal Course Issuer Bid 

("NCIB") at an average price of $2.13 per share. 

• Exited the first quarter with no bank debt and positive working capital of $13.9 million. 

• Minimal hedging preserved exposure to significantly higher commodity prices that started in March. < None of 

Hemisphere’s oil is hedged after March 31, 2026. 

During the first quarter, Hemisphere's Atlee Buffalo polymer flood projects had good run time and stable 

production, providing strong base cash flow for the Company. Capital expenditures in the quarter were $3 

million, which included the drilling of one well in Atlee Buffalo and minor facilities upgrades. 
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Q1 2026 Financial and Operating Summary 
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Shareholder Return < Stock Buybacks will continue to increase per share value. 

 
 

 
Updated Guidance for 2026  
 
With a higher oil price environment continuing into the second quarter of the year, Hemisphere is providing 
an update to the price sensitivities of its 2026 Guidance initially announced on January 28, 2026. The 
Company is currently reviewing capital expenditure plans for the second half of the year and will provide an 
update at a later date should there be a change in planned spending. < A significant increase in free cash 
flow is why I expect at least two more Special Dividends to be paid in 2H 2026. 
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2025 Operations Update  
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Reserves Update  

 

Oil and Gas Reserves as of December 31, 2025:    
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