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EPG Commentary by Dan Steffens 

Riley Exploration Permian, Inc. (REPX) is in our Small-Cap Growth 

Portfolio. The share price increased by ~23% during 2024, but it has declined 

~16.5% year-to-date thanks to lower oil prices and all of the political “noise” 

recently.  Riley’s Q2 2021 production of 24,352 Boepd was down ~2.7% since 

Q4 2024 due to lower than expected well completions.   

 

REPX is an “Aggressive Growth” company that pays nice dividends 

(annual yield of ~5.7%). The Company’s 2023 production increased by 

61.5% year-over-year and they followed that up with 21.4% YOY production growth in 2024.  The Company’s 

production is primarily from horizontal wells completed in the Permian Basin conventional reservoirs that have 

produced oil for decades. Based on their updated guidance, Riley’s production should be up ~22% YOY in 2025.   

 

Adding more “Running Room”:  Riley closed the Silverback Acquisition (see details on page 2) on July 1, 2025 

at a purchase price of $142 million subject to post-closing adjustments.  It adds ~5,000 Boepd of production (52% 

crude oil), and over 300 gross high-quality horizontal development drilling locations.   

 

Steady Production Growth:  The Company’s production increased each quarter in 2024 from 20,372 Boepd in Q1 

to 25,033 Boepd in Q4 (exceeding guidance by approximately 1,000 Boepd).  Updated production guidance for 2025 

is 27,000 to 28,000 Boepd with a Q3 production of 29.8 to 30.6 Mboe/d, with 17.3 to 17.8 Mboe/d being oil production. 
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Silverback Acquisition 
 

On July 1, 2025, Riley Exploration Permian closed the Silverback Acquisition, acquiring 100% of the ownership 

interests of Silverback Blocker, LLC ("Sellers") for an aggregate purchase price of approximately $142 million, subject 

to customary purchase price adjustments, plus quarterly earnout payments of up to $1.875 million per fiscal quarter 

during calendar years 2026 and 2027 if the NYMEX WTI quarterly average price exceeds certain stated amounts set 

forth in the purchase agreement, ranging from $70 to $75 per barrel or higher. 

 

The Silverback Acquisition assets comprise an approximate 47,000 net acre position, directly adjacent to and 

overlapping with the Company's existing acreage in Eddy County, providing for significant operational flexibility and 

synergies. Of the total acreage position, Riley Permian estimates that approximately 19,000 net acres are prospective 

for the Yeso Trend, with an estimated 300+ gross undeveloped locations. Recent production was 5,000 Boe/d, of 

which 52% was oil and 75% was liquids.   

 
 

  
 

My Fair Value Estimate for REPX is $48.00/share 
Compares to TipRanks’ price target of $49.50 

Disclosure: I have a long position in REPX. 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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New Mexico Gas Midstream Project expected to increase realized natural gas & NGL prices 
 

As part of Company’s plan of maintaining operational control and securing reliable processing and downstream 

markets for its natural gas in New Mexico, and as previously disclosed, the Company signed a long-term gas 

purchase agreement with a leading third-party midstream service provider ("Midstream Counterparty"). Under 

this gas purchase agreement, the Midstream Counterparty is obligated to process, treat and purchase from Riley 

Permian, and Riley Permian is obligated to sell to the Midstream Counterparty, all of the committed gas and natural 

gas liquids from dedicated acreage. 
 

Additionally, Riley Permian intends to construct, own and operate low and high-pressure gathering lines and 

compression facilities that will connect to its new high-capacity 20-inch natural gas pipeline designed to handle 

gas volumes of up to 150MMcf per day (Riley’s NGas production is expected to be over 31,000 mcfpd in Q4 2025). 

The Company anticipates the first compressor station will be in-service during March 2025, which will initially connect 

to its existing processing and treating counterparty. Subsequently, Riley plans to begin the construction of additional 

gathering systems and the pipeline, with an estimated completion before the end of 2026, at which point all newly-

built gathering, compression stations and the pipeline will connect to the new Midstream Counterparty's network. 
 

The Board of Directors approved an aggregate of approximately $130 million in capital expenditures to complete these 

initial projects of the Company’s midstream buildout plan. An estimated range of 2025 capital expenditures for this 

project has been provided in this profile, which could vary materially given timing changes from the Company’s base 

plan. Riley Permian currently intends to fund these capital expenditures using a combination of operating cash flow, 

cash on hand and borrowings on its credit facility, as needed. 
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Eddy County, New Mexico is now a second “Core Area” for the Company 

 

• The Eddy County, New Mexico "Bolt-On Acquisition" closed on April 3, 2024 several weeks earlier than 

expected: raising full-year 2024 production above estimates. 

• Another Eddy County leasehold acquisition closed on May 7, 2024 adding 20 to 25 additional horizontal drilling 

locations.  Most of this new acreage is held-by-production. 

• Riley is continuing to add leasehold in the area. An increased amount of high-quality "Running Room" is 

the #1 reason that REPX deserves a higher valuation multiple. 

• The Silverback Acquisition, which closed on July 1, 2025 increases Riley’s Eddy County production by 

approximately 5,000 Boepd and adds a significant amount of high-quality development drilling locations. 

 

Riley’s investment in RRC Power LLC should lower the Company's operating expenses and significantly lower their 

exposure to power outages in West Texas. Eventually, I expect Riley to spin-out RRC Power into a separate public 

company.  REPX holds 50% of the equity on RRC Power LLC.   

 

There is a surplus of “associated natural gas” in West Texas and not enough pipeline takeaway capacity.   Instead of 

selling gas at depressed prices, several Permian Basin companies, including Chevron Corp. (CVX) and 

Diamondback Energy (FANG) are building their own power generation facilities. In the Central Basin Platform 

(CBP) and Delaware Basin weather related power outages are also a problem.  Using cheap natural gas 

to generate reliable electricity makes sense. 
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Riley Exploration Permian, Inc. (NYSE American: REPX) is headquartered in Oklahoma City. It is focused on capital 

efficiency and the steady growth of its reserves, production and cash flow through the acquisition, exploration, 

development and production of crude oil, natural gas and NGLs primarily within the Permian Basin that strategically 

fit the Company’s corporate objectives of: 
 

• Building a well-balanced, transparent, and sustainable company 

• Favorable reservoir and geological characteristics primarily for oil development 

• Large contiguous acreage positions with significant untapped potential in terms of ultimate recoverable 

reserves 

• A high degree of operational control, which allows REPX to execute its development plan based on projected 

well performance and commodity price forecasts to grow cash flow and generate significant equity returns from 

REPX’s capital program 
 

REPX believes these characteristics enhance its production capabilities, increase ultimate recoveries and commercial 

outcomes, which enables REPX to meet its objective to maximize shareholder returns by generating stable free cash 

flow through steady oil-weighted production growth and industry-leading operating margins. Free cash flow will be 

allocated towards capital return to shareholders in the form of a quarterly cash dividend and/or capital spend to 

maximize production growth. REPX’s acreage is primarily located on large, contiguous blocks in Yoakum County, 

Texas and Eddy County, New Mexico. 
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Growth Strategy: 

• Developmental and operational aspects – The company’s core strategy to date has been to access 

underdeveloped and/or unexploited crude oil potential, enabled by drilling and completions that use up-to-date 

technology, in its flagship Yoakum County field. REPX’s general acquisition philosophy has been to locate 

assets at a modest valuation, such as those in conventional reservoirs that have been relatively neglected by 

the E&P industry in recent years, but which have the potential for scaling up. 

 

• Consolidation / broadening of cash return – REPX has been signaling its expectation that it can grow 

production going forward while trending toward the reinvesting of a slimmer percentage of cash flow into the 

drill bit (88% in 2021, 66% in 2022, and likely less this year before acquisitions), thereby increasing the portion 

that can be returned to equity holders and/or be used to repay debt, or be otherwise dedicated to attractive, 

accretive acquisition opportunities, should they arise.  

 

• Mindful of the industry’s trend, well under way in the years prior to REPX’s going public, of prioritizing returning 

cash to shareholders, the company has paid a quarterly dividend consistently since completing its first full 

quarter as a public company.  
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Second Quarter 2025 Highlights  
 

• Averaged 24.4 MBoe/d of total equivalent production (oil production of 15.2 MBbls/d) 

• Generated $34 million of operating cash flow or $47 million before changes in working capital, $18 million of 

Total Free Cash Flow and $21 million of Upstream Free Cash Flow 

• Incurred total accrual (activity-based) capital expenditures before acquisitions of $28 million ($22 million for 

upstream) and cash capital expenditures before acquisitions of $29 million ($25 million for upstream) 

• Closed on the purchase of 100% of the ownership interests of Silverback Exploration II, LLC and its 

subsidiaries ("Silverback") on July 1, 2025, for $142 million in cash, subject to customary purchase price 

adjustments < Increasing production to ~30.2 Mboe/d in Q3 2025. 

• Executed equipment purchase agreements and advanced operations with midstream and power projects 

• Updating capital expenditures guidance for additional drilling and completion activity in the second half of 2025 
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“Riley Permian demonstrated solid overall performance in the second quarter in spite of a challenging oil 

market and regional operating environment. We adjusted our development activity and capital budget in 

response to lower oil prices and generated significant free cash flow for the first half of the year. We 

experienced constraints with infrastructure, like many operators in the Permian Basin, which impacted our 

second quarter production. These challenges also present opportunities, which we're addressing through our 

midstream and power generation initiatives. We closed our acquisition of Silverback in July, marking our third 

successful transaction in the region since 2023. This deal significantly increased our regional footprint and 

offers substantial undeveloped potential for future growth,” – Bobby Riley, Chairman and CEO. 
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Operational & Development Activity Update  

The table below provides a summary of Riley’s operated well activity: 

  

• Average oil production during the second quarter was 15.2 MBbls/d and average total equivalent production 

was 24.4 MBoe/d (62% oil and 83% liquids). Daily oil volumes decreased 3% and daily total equivalent volumes 

remained constant quarter-over-quarter. During the second quarter, the Company drilled 10.0 net wells, 

completed 2.0 net wells and turned to sales 5.8 net wells. The Company voluntarily turned to sales 40% fewer 

net wells in the six months ending June 30, 2025, as compared to the same period ending June 30, 2024, in 

reaction to lower oil prices during the second quarter 2025. 

 

• The Company continues to advance the build-out of its midstream infrastructure in New Mexico. During the 

second quarter, we commissioned the initial phases of low-pressure gathering and high-pressure compression 

facilities, and we commenced receipt of our operated natural gas. These initial facilities allow for the delivery 

of up to 15 MMcf/d of natural gas into our current midstream partner's high-pressure treating and processing 

facilities, which enabled us turning to sales 5 gross wells during the second quarter. 

 

• Additionally, we entered into a purchase agreement for high-pressure grade pipe to be delivered in late 2025. 

Further, we began assessment to potentially include the acquired Silverback acreage within this project scope. 

We continue to make progress on subsequent phases of the project and our planned 2026 in-service date. 

The Company has invested a total of $22 million to date into this midstream project. 
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Second Quarter 2025 Financial Results  
 

• Revenues totaled $85 million, net cash provided by operating activities was $34 million and net income was 

$30 million, or $1.44 per diluted share. 

 

• On a non-GAAP basis, Adjusted EBITDAX was $59 million, cash flow from operations before changes in 

working capital was $47 million, Total Free Cash Flow was $18 million and Adjusted Net Income was $22 

million, or $1.02 per diluted share. 

 

• Average realized prices, before derivative settlements, were $62.17 per barrel of oil, $(0.39) per Mcf of natural 

gas and $0.75 per barrel of natural gas liquids ("NGL"). The Company reported a $19 million gain on 

derivatives, which included a $5 million realized gain on settlements and a $14 million non-cash gain due to 

changes in the fair value of derivatives. 

 

• Operating expenses included lease operating expense ("LOE") of $19 million, or $8.52 per Boe, cash G&A 

expense of $6 million, or $2.80 per Boe and production and ad valorem taxes of $6 million or $2.76 per Boe. 

 

• The Company incurred $28 million in total accrued capital expenditures ($22 million for upstream). On a cash 

basis, the Company had total capital expenditures of $29 million ($25 million for upstream). 
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• As of June 30, 2025, the Company had $129 million of borrowings outstanding on its Credit Facility and $155 

million principal value of its Senior Notes, for a combined principal value of debt of $284 million. The Company 

increased total debt by $25 million, including a principal increase of $30 million on the Credit Facility and $5 

million reduction on the Senior Notes. The increase in total debt can be attributed to a $14 million deposit 

associated with the Silverback Acquisition (in an escrow account as of June 30, 2025), a $5 million increase in 

cash quarter-over-quarter and general working capital purposes. Net interest expense was $7 million. 

 

• Subsequent to quarter-end the Company closed on the acquisition of 100% of the ownership interests of 

Silverback, on July 1, 2025, for $142 million in cash, subject to customary purchase price adjustments. The 

acquisition was funded using cash on hand and borrowings under our Credit Facility. As of August 1, 2025, 

the Company had $246 million of borrowings outstanding on its Credit Facility and $155 million principal value 

of its Senior Notes, for a combined principal value of debt of $401 million. 

 

• The Company paid a cash dividend of $0.38 per share, for a total of $8 million. 
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Power Activity Update  

 

• RPC Power LLC ("RPC Power"), our power-focused joint venture with Conduit Power LLC, provides a portion 

of our electric power needs for our field operation at our Champions field in Texas. During the second quarter 

2025, RPC Power served approximately 65% of the Company's load for this field, which is forecasted to 

increase through the end of 2025. Additionally, RPC Power entered into a purchase agreement for battery 

energy storage systems, which are planned for installation at the Texas facility to complement the currently 

operational thermal generation units. 

 

• During the second quarter, RPC Power continued to progress on the construction of four thermal generation 

facilities (10 MW each) for the sale of power into ECROT. These facilities have planned in-service dates 

throughout 2026. 

 

• The Company has invested a total of $30 million to date in RPC Power and has 50% ownership. 
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Hedging Summary Positions as of 8/1/25  
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Harry van Neck’s Analysis   

 

Reserves and Production 

Reserves are strong, Reserves replacement is high. Production can grow from 25 K BoE/d to 35 K BoE/d. Fluids are 

62% oil, 12% NGL, 25% gas. 

  

 

 

Balance Sheet 

The balance sheet is in a reasonable shape, recovering from the $ 330 M Pecos acquisition in 2023. The balance 

sheet dips in 2025 due to a $ 70 M investment in midstream and a $ 20 M investment in a power JV. 

  

 

Profitability and Shareholder Returns 

  

 

Summary 

Riley Exploration operates conventional oil in the Permian in Texas and New Mexico. Riley has ample reserves and 

a high RRR. Production will grow over the next 6-8 years. The balance sheet is in reasonable shape and improving. 

Riley is very profitable and has a low PE. Riley is developing a power JV to solve gas disposition problems in  the 

Permian. Shareholder returns are reasonable and will increase after 2027. Riley is a small-cap. Market value is $560M.  
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Updated 2025 Guidance  

 

• Riley Permian is providing third and fourth quarter detailed guidance and modifying previously disclosed full -

year 2025 activity guidance based on currently scheduled development activity and current market conditions. 

The Company's operating and financial results for the third and fourth quarters 2025 will incorporate the 

addition of Silverback, while full-year 2025 guidance reflects the impact of only six months for Silverback. 

 

• The average working interest on gross operated wells drilled is subject to change and may have corresponding 

impacts on net production volumes and investing expenditures. Total equivalent production estimates, 

inclusive of production from natural gas and NGLs, may be subject to variability based on third-party midstream 

service provider conditions. In the event our midstream project is delayed, it may have corresponding impacts 

on net production volumes and investing expenditures. 
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Net Income and Cash Flow Forecast Model 
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