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EPG Commentary by Dan Steffens 

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

recently moved into our Small-Cap Growth Portfolio.  The Company has more 

than 73% of their 2025 oil production hedged at an average price of ~$74.70/bbl, 

so commodity price risk is low this year. 

 

Despite Vital’s stronger than expected production in Q4 2024 most of the Wall 

Street Gang has been negative on this stock.  Aggressive Growth through 

acquisitions is not being rewarded by most energy sector analysts due to the 

uncertainty of where oil prices are heading these days.  Vital’s hedging program locks in free cash flow during 2025. 

 

Vital has been active in the M&A market.  During 1H 2023, the Company closed six asset package acquisitions, 

followed by four more small bolt-on acquisitions that closed 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 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.  

 

During 2024 Vital set new production records each quarter with Q4 production of 147,819 Boepd and 69,827 

bpd of crude oil.  Vital’s production guidance for 2025 is 134,000 to 140,000 Boepd with ~64,500 bpd of crude oil.   

Vital consistently beats their production guidance midpoint, so I am using 138,000 Boepd in my 2025 forecast. 

 

Highlights of Point Energy Acquisition 
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My Fair Value Estimate is $55.00/share 
Compares to TipRank’s Price Target of $33.82 

 

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 100% of D&C capital expenditures 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 December 31, 2024, the Company had assembled ~286,800 

net acres in the Permian Basin, which contains ~925 development drilling locations.  
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Vital Energy’s strategy is to create long-term value for our shareholders through the efficient development and 

acquisitions of high-margin properties, combined with prudent balance sheet management. They have operated in the 

Permian Basin since 2008, drilling 760 operated horizontal wells. The Company’s extensive operating experience in 

the basin underpins the ability to successfully develop their properties, assess attractive acquisition opportunities and 

operate safely and efficiently, ultimately maximizing returns on their development program. 

 

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 in several properties and added ~1.850 

Boepd of current production (51% oil). 

 

Full-Year 2024 Financial Highlights 

• Increased oil-weighted development drilling inventory to ~925 locations, ~400 of which breakeven below $50 

per barrel WTI. 

• Issued an aggregate $1 billion of senior unsecured notes due 2032 at 7.875% and utilized the proceeds to 

repurchase higher coupon notes, resulting in annualized interest expense savings of $11 million. 

• Reported a net loss of $173.5 million, Adjusted Net Income of $270.0 million and cash flows from operating 

activities of $1.0 billion. < The net loss included a Q4 non-cash pre-tax impairment loss on oil and gas 

properties of $481.3 million. 

• Generated Consolidated EBITDAX of $1.3 billion and Adjusted Free Cash Flow of $232.8 million. 

• Reported year-end 2024 proved reserves of 455.3 million BOE, an increase of 12% versus prior year. 

 
 

Fourth Quarter 2024 Financial Highlights   
• Successfully integrated Point Energy assets; acquired production exceeding expectations and operating cost 

reductions in-line with expectations. 

• Reported a net loss of $359.4 million, Adjusted Net Income of $86.5 million and cash flows from operating 

activities of $257.2 million. 

• Generated Consolidated EBITDAX of $383.5 million and Adjusted Free Cash Flow of $110.8 million. 

• Produced Company-record 147.8 thousand barrels of oil equivalent per day ("MBOE/d") and oil production of 

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

• Reported lease operating expense ("LOE") of $8.89 per BOE, below guidance of $9.35 per BOE. 

• Reported capital investments of $226.1 million, excluding non-budgeted acquisitions and leasehold 

expenditures. 

 

“If the WTI oil price averages more than $60/bbl, Vital should remain free cash flow positive in 2025, primarily 

due to their hedging program.  Rising natural gas and NGL prices should more than offset the recent 

weakness in oil prices. ” – Dan Steffens 
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Management Commentary 

“We strengthened our business in 2024 through enhanced scale, optimized assets and a 

lengthened runway of high-quality inventory. We successfully integrated our largest ever asset 

purchase in the Delaware Basin and early results positively impacted our operating and 

financial performance. Vital Energy continues to show that our talented people can capture 

important synergies from acquisitions while expanding inventory. In 2025, our primary goals 

are reducing costs, maximizing Adjusted Free Cash Flow generation, absolute debt reduction, 

and extending and enhancing our existing inventory. Our inventory provides us with ample 

high-return development opportunities and a strong outlook for Adjusted Free Cash Flow 

generation. Recent operational achievements, like horseshoe wells, are creating new 

efficiencies and allowing us to develop highly productive, stranded leasehold. We will continue 

to focus on optimizing our asset base to achieve our cash flow and debt repayment targets.”  

 - Jason Pigott, President & CEO 
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Fourth Quarter 2024 Financial & Operational Results 

Financial Results. The Company reported a net loss of $359.4 million, or $(9.59) per diluted share, which included a 

non-cash pre-tax impairment loss on oil and gas properties of $481.3 million, and Adjusted Net Income of $86.5 million, 

or $2.30 per adjusted diluted share. Cash flows from operating activities were $257.2 million and Consolidated 

EBITDAX was $383.5 million. 

Production. Vital Energy's total and oil production exceeded the high end of guidance, averaging 147,819 BOE/d and 

69,827 BO/d, respectively. Volumes were driven by better-than-expected production from the Point Energy assets. 

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

were $226 million, including approximately $17 million of additional drilling and completions investments related to 

increased working interest and carried interest and $5 million from acceleration of activity into the fourth quarter. 

Investments included $190 million for drilling and completions, $22 million in infrastructure investments, $8 million in 

other capitalized costs and $6 million in land, exploration and data-related costs. 

Operating Expenses. LOE during the period was $8.89 per BOE, below guidance of $9.35 per BOE, as the Company 

integrated its Point Energy assets. Lower expenses were primarily related to reduced workover activity on the Point 

Energy assets during integration. 

General and Administrative Expenses. General and administrative expenses totaled $1.95 per BOE for fourth-

quarter 2024, in line with guidance. General and administrative expenses, excluding long-term incentive plan ("LTIP") 

and transaction expenses were $1.71 per BOE. Cash LTIP expenses were $0.02 per BOE and reflected the decrease 

in Vital Energy's common stock price during the third quarter. Non-cash LTIP expenses were $0.22 per BOE. 

Liquidity. At December 31, 2024, the Company had $880 million drawn on its $1.5 billion senior secured credit facility 

and cash and cash equivalents of $40 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 was 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 has added approximately 150 new locations to its oil-weighted 

inventory in 2024, increasing total inventory to approximately 925 high-return locations, net of development activity 

through the second 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 exceeds 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.  

 

   

“Neal Dingmann at Truist Financial recently lowered the firm’s price target on Vital Energy (VTLE) to $47 

from $49 but keeps a Buy rating on the shares after its Q4 revenue miss. The Company having experienced 

some growing pains is not unusual for smaller companies that test secondary zones in order to maximize 

inventory depth, and Vital’s recent issue was contained to a small group of wells in their eastern Upton 

County area, which will have no bearing on the existing decade plus inventory position, the analyst tells 

investors in a research note.” – TipRanks 2-22-2025 
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Vital Energy's total proved reserves at year-end 2024 were 455.3 MMBOE (40% oil, 70% developed). The 

standardized measure of discounted net cash flows was $4.22 billion and the PV-10 value was $4.51 billion utilizing 

SEC benchmark pricing of $75.48 per barrel WTI for oil ($76.76 per barrel average realized price) and $2.13 per 

MMBtu Henry Hub for natural gas ($0.85 per Mcf average realized price). 
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Hedges above lock in free cash flow from operations 

 

2025 Free Cash Flow will pay down Vital’s credit facility:  At December 31, 2024, the Company had $880 million 

drawn on its $1.5 billion senior secured credit facility.  They do not have any senior debt maturities until 2029. 

 

Guidance Update 

Vital Energy's 2025 development plan is designed to maximize cash flow to facilitate debt repayment, supported by 

its robust hedge position. In comparison to the Company's earlier projections, the finalized 2025 outlook has lower 

capital investment levels and slightly lower oil production. In 2025, the Company expects to generate approximately 

$330 million of Adjusted Free Cash Flow at $70 per barrel WTI. 
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Capital Investments. Vital Energy plans to invest $825 - $925 million in 2025, excluding non-budgeted acquisitions 

and leasehold expenditures. Efficiencies and lower costs are driving capital investments approximately 3% lower than 

earlier projections while expecting to complete approximately the same net lateral feet as in 2024. 

Production. The Company expects total production of 134.0 - 140.0 MBOE/d and oil production of 62.5 - 66.5 MBO/d. 

Production is approximately 3% lower than earlier projections. The shortfall is related to operational delays and the 

underperformance of a seven-well development package in Upton County. 

Operating Expenses. The Company has made significant progress reducing operating expenses through integration 

of its Point Energy assets. Some workover expense was deferred from fourth-quarter 2024 into the first quarter of 

2025. Average LOE for the first two quarters is expected to be around $9.20 per BOE, putting the Company on pace 

to achieve LOE below $9.00 per BOE by the end of 2025. 

 

“Based on my forecast (below), free cash flow from operations should be approximately $200 million for the 

year 2025.  My forecast model is based on what I believe are conservative assumptions for both oil, gas and 

NGL prices and for expenses.  My valuation of VTLE is based on just 2 X annualized operating cash flow 

per share.” – Dan Steffens  
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