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EPG Commentary by Dan Steffens 

 

Sitio Royalties Corp. (NYSE: STR), a C-Corp., is one of four minerals 

companies in our High Yield Income Portfolio.  It is a well-funded 

Aggressive Growth company.  Brigham Minerals Inc. (MNRL) merged 

into STR on December 29, 2022 increasing production from 18,925 Boepd 

in Q4 to 34,440 Boepd in Q1 2023.   

 

The Company’s 2023 production of 35,500 Boepd was in line with my 

forecast.  Their most recent quarterly dividend (paid in February) was $0.51, for annualized yield of ~8.1% 

based on today’s share price.  2024 production mix is forecast to be ~50% crude oil & 71% total liquids. 

 

STR increased production by 244.8% year-over-year in 2022 and 131.6% year-over-year in 2023.  Late in the 4th 

quarter of 2023 the Company sold “gassy” assets in the Appalachia & Anadarko Basins that they believed were on 

decline for cash proceeds of $114 million.  Sitio expects to close a DJ Basin Acquisition in late April for $150 million, 

which replaces most of the production that was sold and provides more upside. They also closed a small Permian 

Basin acquisition for stock in December.  Approximately 35% of free cash flow is designated for acquisitions. 

Sitio has exposure to ~35% of the acreage in the Midland and Delaware Basins; which contain the 

most Tier One drilling locations in the Permian Basin. 
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In January 2024, signed definitive agreement with an undisclosed third party to acquire 13,062 NRAs in the 

DJ Basin (the "DJ Basin Acquisition"), of which approximately 77% are in the Wattenberg Field in Weld County, 

for $150 million, subject to customary closing adjustments; Effective date of October 1, 2023 and expected to close in 

early 2Q 2024. 
 

4Q23 Stock Acquisition: On December 8, 2023, Sitio closed on the acquisition of 522 NRAs in the Permian Basin in 

exchange for shares of its Class C Common Stock and OpCo Units. The acquired assets produced an average of 

approximately 46 Boe/d (62% oil) and generated approximately $0.2 million of asset level cash ow for the three months 

ended December 31, 2023 as if they were owned on October 1, 2023. The 4Q23 Stock Acquisition has an effective 

date of October 1, 2023 and 4Q 2023 cash ow attributable to the NRAs acquired is included in Sitio's 4Q 2023 Pro 

Forma DCF.  
 

Appalachian and Anadarko Basins Divestiture: On December 22, 2023, Sitio closed on the divestiture of all of its 

mineral and royalty interests in the Anadarko Basin in Oklahoma and the Appalachian Basin in Pennsylvania, Ohio 

and West Virginia to an undisclosed third party for $114.0 million.  
 

 

My Fair Value Estimate is $32.00/share 
Compares to TipRanks’ Price Target of $29.25 

 

Disclosure: I have a long position in STR 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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Company Overview 

 

Sitio Royalties (NYSE: STR) acquires, owns and manages high-quality oil and gas mineral and royalty interests 

operated by a diversified set of exploration and production companies. Sitio owns over 275,000 Net Royalty Acres 

(NRA), over 190,000 of which are located in the Permian Basin, the largest unconventional resource play in the United 

States.  

 

Sitio's strategy is to continue executing on large-scale acquisitions through a disciplined and opportunistic approach 

that creates long-term value for its shareholders.  The merger with Brigham Minerals (MNRL) that closed on December 

29, 2022 more than doubled the company’s production. 
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Fourth Quarter 2023 Highlights 

 

• Announced Definitive Agreement to Acquire 13,062 Net Royalty Acres in the DJ Basin for $150 Million 

• Announced $200 Million Share Repurchase Program and Updated Return of Capital Framework  

• Closed on Previously Announced Sale of Anadarko and Appalachia Assets for $114 Million  

• Declared $0.51 Dividend Per Share of Class A Common Stock for Fourth Quarter 2023  

• Issued Full Year 2024 Financial and Operational Guidance, With Pro Forma Production Range of 35,000 – 

38,000 Boe/d (49% – 51% Oil) 
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Fourth Quarter 2023 Operational and Financial Highlights 

• 4Q 2023 average daily production volume of 35,776 barrels of oil equivalent per day ("Boe/d") (47% oil); Pro 

forma 4Q 2023 average daily production volume of 36,623 Boe/d (49% oil) 
 

• Declared 4Q 2023 dividend of $0.51 per share of Class A Common Stock, an increase of $0.02 per share, or 

approximately 4% higher compared to the 3Q 2023 dividend  
 

• Record high pro forma net line-of-sight (“LOS”) wells of 53.4 as of December 31, 2023, comprised of 34.4 net 

spuds and 19.0 net permits; Approximately 78% of pro forma net LOS wells are in the Permian Basin and 14% 

in the DJ Basin  
 

• 4Q 2023 net loss of $91.7 million, compared to 3Q 2023 net income of $0.3 million; decrease primarily driven 

by a $144.5 million non-cash loss on sale of assets in the Appalachian and Anadarko Basins, decreased 

average daily production volumes of 1,124 Boe/d and a $1.06 per Boe decrease in realized hedged commodity 

prices. < Assets sold were “gassy” and on decline. 
 

• 4Q 2023 Adjusted EBITDA of $134.9 million, down by 5.3% sequentially from 3Q 2023 Adjusted EBITDA, 

primarily due to decreased average daily production volumes of 3.0% and a 2.3% decrease in realized hedged 

prices per Boe  
 

• 4Q 2023 Pro Forma Adjusted EBITDA of $143.6 million, including contribution from the DJ Basin Acquisition 

and 4Q23 Stock Acquisition assets for the entire quarter 
 

• During 4Q 2023, reduced long-term debt by $131.1 million, resulting in liquidity of $588.2 million as of 

December 31, 2023 
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Recent Developments – DJ Basin Acquisition Highlights 

• Expected to close in early 2Q 2024. Sitio signed an agreement to acquire 13,062 NRAs in the DJ Basin (the 

"DJ Basin Acquisition"), of which approximately 77% are in the Wattenberg Field in Weld County, for $150 

million 

 

• Expected to fund acquisition with cash on hand, cash generated from operations and revolving credit facility 

borrowings  

 

• Represents a 4.0x purchase multiple of asset level cash flow for the twelve months ending September 30, 

2024 

 

• Resulted in $0.04 per share increase to 4Q 2023 return of capital and is expected to be 6% accretive to Sitio's 

standalone 2024 return of capital per share  

 

• 4Q 2023 average daily production volume of 2,609 Boe/d (41% oil) and asset level cash ow of $8.6 million Top 

operators by production volumes are Chevron Corporation, Civitas Resources and Occidental Petroleum 

Corporation  
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• As of February 19, 2024, approximately 75% of rigs in the entire DJ Basin were on the DJ Basin acquisition 

acreage, an increase of 3x relative to rigs on Sitio's legacy DJ Basin acreage  

 

• Net LOS wells of 5.1 as of December 31, 2023, comprised of 3.4 net spuds and 1.7 net permits; Strong visibility 

of activity through 1Q 2030 because approximately 21% of NRAs have exposure to multi-year Comprehensive 

Area Plans ("CAP") or Oil and Gas Development Plans ("OGDP") 

 

• Estimated remaining inventory of 9.6 net locations, with 73% in the Wattenberg Field and approximately 26% 

• in CAPs or OGDPs as of December 31, 2023 

 

 

 

Updated Return of Capital Framework 

• On February 28, 2024, Sitio’s Board of Directors authorized a $200 million share repurchase program, which 

has no expiration date and is expected to commence in early March 2024.  < At the current share price, Sitio 

could buyback ~8 million shares. 

 

• New return of capital framework creates additional flexibility for the Company to maximize long-term value for 

shareholders  
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• The Company is revising its return of capital framework to include both cash dividends and share repurchases 

effective 1Q 2024, with no impact on 4Q 2023 distributions:  

 
o Minimum of 65% of Discretionary Cash Flow (“DCF”): Allocated to total return of capital (minimum cash 

dividend and mix of additional cash dividends and/or share repurchases)  

 

▪ Minimum of 35% of DCF: Allocated to cash dividends; Represents an approximate 5% yield 

based on 4Q 2023 Pro Forma DCF  

▪ Minimum of 30% of DCF: Allocated to additional cash dividends, share repurchases or a mix of 

both  

 

o Up to 35% of DCF: Allocated to balance sheet management and opportunistic cash acquisitions; no 

changes from previous return of capital framework. 
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4Q 2023 and 2H 2023 Results Relative To 2H 2023 Guidance  
 

The table below shows fourth quarter 2023 and second half 2023 results relative to financial and operational guidance 

for the second half of 2023 that was issued on November 8, 2023. 
 

   
 

 

Operator Activity 
  

The following table summarizes Sitio's net average daily production, pro forma net average daily production, as 

reported net wells online, pro forma net wells online, as reported net LOS wells, pro forma net LOS wells, as 

reported net royalty acres by area, and pro forma net royalty acres by area as of December 31, 2023: 
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Financial Update 
 

• Sitio's fourth quarter 2023 average unhedged realized prices including all expected quality, transportation and 

demand adjustments were $77.91 per barrel of oil, $1.40 per Mcf of natural gas and $18.72 per barrel of natural 

gas liquids, for a total equivalent price of $43.65 per barrel of oil equivalent. During the fourth quarter of 2023, 

the Company received $5.9 million in net cash settlements for commodity derivative contracts and as a result, 

average hedged realized prices were $80.68 per barrel of oil, $1.66 per Mcf of natural gas and $18.72 per 

barrel of natural gas liquids, for a total equivalent price of $45.43 per barrel of oil equivalent. This represents a 

$1.06 per barrel of oil equivalent, or a 2.3% decrease relative to hedged realized prices for the three months 

ended September 30, 2023.  
 

• Consolidated net loss for the fourth quarter of 2023 was $91.7 million, compared to consolidated net income 

of $0.3 million in the third quarter of 2023. This decrease was driven primarily by a $144.5 million non-cash 

loss on sale from the divestiture of assets in the Appalachian and Anadarko Basins, and lower revenues from 

decreased average daily production volumes of 1,124 Boe/d, or 3.0% and a $1.06 per Boe decrease in realized 

hedged commodity prices, offset partially by a non-cash unrealized gain in derivatives of $12.2 million. For the 

three months ended December 31, 2023, Adjusted EBITDA was $134.9 million, down 5.3% sequentially from 

third quarter 2023 Adjusted EBITDA, primarily due to decreased average production volumes of 3.0% and a 

2.3% decrease in realized hedged prices per Boe.  
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• As of December 31, 2023, the Company had $877.0 million principal value of total debt outstanding (comprised 

of $277.0 million of borrowings outstanding under Sitio's revolving credit facility and $600.0 million aggregate 

principal amount of senior unsecured notes) and liquidity of $588.2 million, including $15.2 million of cash and 

$573.0 million of remaining availability under its $850.0 million credit facility.  

 

• Sitio had approximately $0.4 million of realized gains during 4Q 2023 from its interest rate swap, which had a 

$202.5 million notional amount during the quarter and expired on December 31, 2023. Sitio did not add to or 

extinguish any of its commodity swaps or collars during the fourth quarter of 2023. A summary of the 

Company's existing commodity derivative contracts as of December 31, 2023 is included in the table below: 
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2023 Year End Proved Reserves 

 

• Estimated 2023 year end proved reserves are 85,293 MBOE. Of these reserves, approximately 82% were 

classified as proved developed reserves and 18% were classified as proved undeveloped (“PUD”) reserves. 

PUD reserves for Sitio included in these estimates relate solely to wells that were spud but not yet producing 

as of December 31, 2023.  

 

• The largest driver of year-over-year changes to reserves was extensions of 9,257 MBbls of oil, 26,710 MMcf 

of natural gas, and 3,723 MBbls of NGLs. Acquisitions increased 2023 year end reserves by 5,803 Mboe; 

however, the Appalachian and Anadarko Basins Divestiture decreased 2023 year end reserves by 5,340 Mboe, 

resulting in an overall net increase in 2023 year end reserves from acquisitions and divestitures of 463 Mboe.  

 

The following table sets forth information regarding the Company’s net ownership interest in estimated quantities of 

proved developed and undeveloped oil and natural gas quantities and the changes therein for each of the periods 

presented:  
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2024 Full Financial and Operational Guidance   

The table below includes Sitio's guidance for full year 2024 and includes impacts from the DJ Basin Acquisition as if  

the transaction had closed on January 1, 2024. The 36,500 Boe/d midpoint of the pro forma average daily production 

range is in-line with pro forma average daily production of 36,623 Boe/d for 4Q 2023 and reflects the Company's 

current expectations for operator activity on its acreage. Full year 2024 Cash G&A guidance is inclusive of a 25%+ 

increase in headcount since the end of 2022 and technology development and enhancement projects that are 

expected to further streamline the Company's large-scale minerals acquisitions and management. 

 

 
  

Return of Capital 
 

• The Company's Board of Directors declared a cash dividend of $0.51 per share of Class A Common Stock 

with respect to the fourth quarter of 2023. The dividend is payable on March 28, 2024 to the stockholders of 

record at the close of business on March 15, 2024.  

 

• Based on a 65% payout ratio of fourth quarter 2023 DCF and not including the pro forma impacts from the 

Oct’23 Effective Date Acquisitions, Sitio's quarterly dividend would have been approximately $0.47 per Class 

A common share; however, the Company's Board of Directors approved a fourth quarter 2023 dividend of 

$0.51 per Class A common share, which equates to a 65% payout ratio including pro forma DCF for the full 

three months ended December 31, 2023.  

 

• On February 28, 2024, the Company's Board of Directors also authorized a share repurchase program up to 

$200 million, and updated its return of capital framework to include share repurchases. The Company has 

revised its return of capital framework to allow more flexibility to maximize shareholder returns based on market 

conditions, business outlook, and stock price. The Company plans to continue to allocate a minimum of 65% 

of DCF to return of capital, comprised of a minimum of 35% of DCF in cash dividends and at least 30% of DCF 

comprised of additional cash dividends, share repurchases, or a mix of both.  
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