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EPG Commentary by Dan Steffens 

Vital Energy, Inc. (NYSE: VTLE) is a pure play on the Permian Basin that is in 

our Sweet 16 Growth Portfolio.  On a per share basis, it has been the most 

profitable company in the Sweet 16 for two years; reporting GAAP earnings per 

share (EPS) of $37.67 in 2022 and $34.32 in 2023. 

 

Vital has been and continues to be active in the M&A market.  During 2023, the 

Company closed six asset package acquisitions, with the Driftwood (closed 

April 3, 2023) and Forge Energy (closed June 30, 2023) acquisitions being 

the largest followed by four more small bolt-on acquisitions closing in Q4 2023.  Vital’s production increased from 

80,416 Boepd in Q1 2023 to 113,747 Boepd (46.7% oil, 26.8% NGLs & 26.5% natural gas) in Q4 2023.   

 

On February 5, 2024, Vital closed a small acquisition (~1,850 Boepd) that increased their working interest in areas 

that they currently operate. During 2024 Vital has set new production records each quarter with Q3 production 

of 133,339 Boepd and Q4 production guidance of ~140,000 Boepd. 

 

On July 28, 2024 Vital announced the Point Energy Acquisition that closed September 20, 2024.  It added 

approximately 15,500 Boepd of current production (~67% oil) and 68 gross development drilling locations. 

Vital’s Q4 2024 production mix is expected to be 48.5% crude oil, 27.0% natural gas & 27.0% NGLs. 

 

Highlights of Point Energy Acquisition 
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My Fair Value Estimate is $55.00/share 
Compares to TipRank’s Price Target of $37.29 

 

Disclosure: I have a long position in VTLE 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. 

 

Vital Energy is now funding steady production growth with operating cash flow, it has a solid proven reserve 

base, and it holds a deep inventory of high-quality “Running Room” in the Permian Basin. 
 

 

 

 

 

 

 

Company Overview 

 

Vital Energy, Inc. (NYSE: VTLE) is an independent energy company focused on the acquisition, exploration and 

development of oil and natural gas properties in the Permian Basin of West Texas. The oil and liquids-rich Permian 

Basin is characterized by multiple target horizons, extensive production histories, long-lived reserves, high drilling 

success rates and high initial production rates. As of September 30, 2024, the Company had assembled ~290,945 

net acres in the Permian Basin, which contains ~885 low-risk development drilling locations.  
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Vital Energy’s strategy is to create long-term value through the efficient development and acquisition of high-margin 

properties, combined with prudent balance sheet management and sustainable environmental practices. The 

Company has operated in the Permian Basin since 2008, drilling almost 650 operated horizontal wells. Vital’s 

extensive operating experience in the basin underpins their ability to successfully develop their properties, assess 

acquisition opportunities and operate safely and efficiently, ultimately maximizing their rates of return on their 

development program. 

 

Full-Year 2023 Financial Highlights 

• Reported 2023 net income of $695.1 million ($34.32/share), Adjusted Net Income of $325.0 million and 

Adjusted operating cash flows of $884.4 million ($43.67/share). 

• Generated FY-23 Consolidated EBITDAX of $1.04 billion and Adjusted Free Cash Flow of $217.1 million. 

• Reported FY-23 total production of 96.6 MBOE/d and oil production of 46.3 MBO/d, an increase of 17% and 

22%, respectively, versus FY-22. 

• Exited 2023 with a Net Debt/Consolidated EBITDAX ratio of 1.09x (credit facility covenant calculation), 8% 

lower than prior year-end. 

• Reported year-end 2023 proved reserves of 404.9 million BOE, an increase of 34% versus prior year. 

• Closed six accretive Permian Basin acquisitions for $1.6 billion, adding approximately 88,000 net acres and 

465 gross oil-weighted locations, 280 of which were announced with the acquisitions, increasing inventory of 

oil-weighted development locations to more than 10 years at current activity levels. 

 
The Forge Energy Acquisition added an estimated 100 gross (70 net) operated horizontal locations in the 

Delaware Basin.  Three more acquisitions closed in the 4th quarter and Vital closed a non-op acquisition from 

Granite Ridge Resources (GRNT) that increased their working interest is several properties and added ~1.850 

Boepd of current production (51% oil). 

 

Third Quarter 2024 Financial Highlights   

• Closed the Point Energy acquisition for total cash consideration of $815 million, exclusive of transaction- 

related expenses and post-closing adjustments 

• Reported net income of $215.3 million, Adjusted Net Income of $60.4 million and Adjusted cash flows from 

operating activities of $275.7 million ($7.22/share) 

• Generated Consolidated EBITDAX of $309.5 million and Adjusted Free Cash Flow of $34.0 million 

• Reduced lease operating expense ("LOE") to $8.78 per BOE, below guidance of $8.95 per BOE 

• Produced Company-record 133.3 thousand barrels of oil equivalent per day ("MBOE/d") and oil production of 

59.2 thousand barrels of oil per day ("MBO/d") 

• Reported capital investments of $241.9 million, excluding non-budgeted acquisitions and leasehold 

expenditures 

• Increased 2025 oil hedges to approximately 16.1 million barrels at $74.79 per barrel NYMEX WTI 

• Reduced methane intensity by 90% from 2019 baseline, as of YE-23 
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Management Commentary 

“We delivered strong results as we closed the largest single acquisition in our history and 

continued to optimize operations on acquisitions closed late last year. Higher production from 

both standalone Vital Energy assets and the assets acquired from Point Energy, operating cost 

reductions and disciplined capital investments drove strong Adjusted Free Cash Flow in the 

quarter. Today, we raised our fourth quarter expectations for both total and oil production. 

Importantly, we plan to deliver this higher production without increasing capital investments. 

Our operational momentum will carry us into 2025. We have increased flexibility to allocate 

capital to our highest return projects, which will enhance our capital efficiencies. We expect to 

invest about $900 million in 2025 and maintain oil production of approximately 66,500 barrels 

per day. We believe that sustainable development efficiencies will benefit Adjusted Free Cash 

Flow and allow us to maintain a leverage ratio of about 1.5x through year-end 2025.”  

 - Jason Pigott, President & CEO 

 

Third Quarter 2024 Financial & Operational Results 
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Financial Results. The Company reported net income of $215.3 million, or $5.73 per diluted share, and Adjusted Net 

Income of $60.4 million, or $1.61 per adjusted diluted share. Cash flows from operating activities were $246.2 million 

and Consolidated EBITDAX was $309.5 million. 

Production. Vital Energy's third quarter total and oil production averaged 133,339 BOE/d and 59,198 BO/d, 

respectively. Both total and oil production volumes benefited from 11 days of production associated with the early 

closing of the Point Energy acquisition, accelerated completion of a 10-well package on Point Energy acreage and 

outperformance of Point Energy wells compared to initial assumptions. Weather-related downtime on a Howard 

County facility impacted quarterly total and oil production by 850 BOE/d and 650 BO/d, respectively. The issue has 

been remediated and we do not expect it to impact fourth-quarter production. 

Capital Investments. Total capital investments, excluding non-budgeted acquisitions and leasehold expenditures, 

were $242 million, including $6 million associated with activity on assets acquired from Point Energy. Investments 

included $197 million for drilling and completions, $35 million in infrastructure investments, $8 million in other 

capitalized costs and $2 million in land, exploration and data-related costs. 

Operating Expenses. Vital Energy significantly reduced its lease operating expenses ("LOE") recently through 

optimized workover activity and lower chemical processing costs. The Company believes these reductions are largely 

sustainable and will benefit future periods. LOE during the period was $8.78 per BOE ($8.72 per BOE excluding Point 

Energy assets), below guidance of $8.95 per BOE. 

General and Administrative Expenses. General and administrative expenses totaled $1.78 per BOE for third-quarter 

2024, excluding transaction-related expenses. General and administrative expenses, excluding long-term incentive 

plan ("LTIP") and transaction expenses were $1.53 per BOE. Cash LTIP expenses were $(0.03) per BOE and reflected 

the decrease in Vital Energy's common stock price during the third quarter. Non-cash LTIP expenses were $0.28 per 

BOE. 

Liquidity. At September 30, 2024, the Company had $860 million drawn on its $1.5 billion senior secured credit facility 

and cash and cash equivalents of $22 million. 

Point Energy Acquisition 

 

In July 2024, the Company announced the signing of a definitive agreement to acquire the assets of Point Energy. 

Upon closing, the transaction is expected to add 68 gross inventory locations with an estimated average breakeven 

oil price of $47 per barrel WTI. Following closing of the Point acquisition, Vital Energy will have added approximately 

100 new locations to its oil-weighted inventory in 2024, increasing total inventory to approximately 885 high-return 

locations, net of development activity through the first half of 2024. At current activity levels, this represents more than 

a decade of drilling inventory with an estimated average breakeven of less than $55 per barrel WTI. 
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On September 20, 2024, the Company closed the Point Energy acquisition, its largest single acquisition. Production 

from the acquired assets is exceeding expectations, including base production and a recently completed 10-well 

package that commenced production earlier than anticipated. Integration efforts are progressing well and the 

Company completed a five-well package on the assets early in the fourth quarter. 

 

Area of Operations 

 

Vital currently focuses their exploration, development and production efforts in two core operating areas; the Midland 

Basin and the Delaware Basin, which are sub-basins of the Permian Basin.  
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Strong HZ well results in the Delaware Basin during 1H 2024 significantly lowers Breakeven Oil Prices. 
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2023 Proved Reserves 

 

 

Vital Energy's total proved reserves at year-end 2023 were 404.9 MMBOE (39% oil, 71% developed). The 

standardized measure of discounted net cash flows was $4.15 billion, and the PV-10 value was $4.49 billion utilizing 

SEC benchmark pricing of $78.22 per barrel for oil and $2.64 per MMBtu for natural gas. Consistent with its past 

methodology of only booking locations it intends to develop over the next three years, the Company booked a total of 

212 proved undeveloped locations. 

Proved reserves increased 34% over the prior year, driven primarily by reserve adds from acquired properties. Proved 

developed and proved undeveloped reserves from the acquired properties were valued at $1.63 billion at year-end 

2023. The Company has included only 111 of the 355 development locations on properties acquired in 2023 as proved 

undeveloped reserves. 
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Hedges above lock in free cash flow from operations 

At September 30, 2024, the Company had $860 million drawn on its $1.5 billion senior secured credit facility and cash 

and cash equivalents of $22 million. 
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Guidance Update 

During the fourth quarter of 2024, Vital Energy plans to operate five drilling rigs and one to two completions crews, 

and TIL 26 wells, including five on Point acreage. 

The Company increased its fourth quarter total and production guidance to 137.0 - 143.0 MBOE/d (from 134.0 - 140.0 

MBOE/d) and 66.5 - 69.5 MBO/d (from 65.0 - 68.0 MBO/d), respectively. The Company reiterated its capital guidance 

at $175 - $200 million for the fourth quarter. 

The Company increased its full-year 2024 total and oil production guidance to 131.0 - 132.5 MBOE/d (from 127.0 - 

131.0 MBOE/d) and to 60.9 - 61.7 MBO/d (from 59.0 - 61.0 MBO/d), respectively. The increase reflects third quarter 

outperformance and higher expected fourth quarter volumes related to the outperformance of the Point asset. 

Full-year 2024 capital investments guidance was adjusted to $845 - $870 million (from $820 - $870 million), reflecting 

capital investments in the third quarter which included investments related to the early closing of the Point Energy 

acquisition. < Free cash flow from operations should be approximately $200 million for the year 2024. 
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