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EPG Commentary by Dan Steffens 

Viper Energy, Inc. (NASDAQ: VNOM) is the largest of the four 

Minerals / Royalties companies in our High Yield Income Portfolio. It was 

created by Diamondback Energy, Inc. (NASDAQ: FANG), which is 

one of the large-cap upstream companies in our Sweet 16 Growth 

Portfolio. Both companies are “Pure Plays” on the Permian Basin.  

VNOM is a classic “Growth + Income” stock.  As of December 

31, 2025, there were approximately 1,388 gross horizontal 

wells in the process of active development on Viper’s Permian Basin acreage in which Viper expects 

to own an average 2.8% net royalty interest. 

UPDATED 2026 GUIDANCE 

• Initiating average daily crude oil production guidance for Q1 2026 in the range of 62,500 to 64,500 bo/d 

(124,000 to 128,000 boe/d) 

• Initiating average daily crude oil production guidance for the full year 2026 in the range of 61,000 to 67,000 

bo/d (120,000 to 132,000 boe/d) < Includes the impact of non-Permian assets sold for $670 million that closed 

in February.  Sold assets were producing approximately 4,750 bpd of oil and 9,500 Boepd. 

 

Viper's actual production regularly exceeds their guidance. Fourth quarter 2025 production exceeded my 

forecast by 7,000 Boepd, primarily due to much higher natural gas production. 

 

Viper’s 2026 production exit rate should be over 135,000 Boepd. 

 

In the fourth quarter we remained disciplined in our capital allocation, opportunistically 

repurchasing shares amid market dislocation while continuing to pay an above market dividend. 

The announcement today to increase our base dividend by 15% and our share repurchase 

authorization by $1 billion further highlights our commitment to a comprehensive return of 

capital strategy. Following the closing of our non-Permian divestiture, we enter 2026 with a 

fortress balance sheet very near our long-term net debt target of $1.5 billion, and as such, 

believe Viper is well positioned to increase our return of capital upwards of 100% of cash 

available for distribution while also delivering sustainable per-share growth.” – Kaes Van’t Hof, 

Chief Executive Officer of Viper 2-23-2026 

 

My Fair Value Estimate for VNOM is $56.00/share 
Compared to TipRank’s Price Target of $53.92 

Disclosure: I have a long position in VNOM. I do not intend on buying or selling any shares 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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On May 1, 2025 Viper close their previously announced acquisition of all of the equity interests in certain mineral and 

royalty interest owned by subsidiaries of Diamondback (the “Drop Down”). This is the primary reason that Viper’s  

production increased by 89.7% from 57,378 Boepd in Q1 2025 to 108,859 Boepd in Q3 2025. Q4 2025 production 

was 134,000 Boepd, which was 7,000 Boepd higher than my forecast.  Primarily due to higher natural gas production. 

 

On August 19, 2025 Viper closed their previously announced stock-for-stock merger with Sitio Royalties (STR). It is 

the primary reason for the big spike in production from Q3 to Q4 2025. My 2026 forecast is based on production of 

128,000 Boepd. 
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As you can see, there is a wide range of valuations for VNOM.  There are three reason for this. First, the 

energy sector analysts are using a wide range of oil, natural gas and NGL prices in their forecast models. 

Second, Viper has closed several large acquisitions and divestitures, making it difficult to forecast future 

production.  Third, the War in Iran has significantly increased oil price volatility and Viper’s revenues are 

highly levraged to oil sales. All 13 of analysts that cover VNOM rate it a BUY at the current share price. 
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Company Overview 

Viper Energy, Inc. (NASDAQ: VNOM) is a publicly traded Delaware corporation formed by Diamondback Energy 

(FANG) to own and acquire mineral and royalty interests in oil and natural gas properties primarily in the Permian 

Basin. < Diamondback’s aggressive drilling program on acreage where Viper owns the minerals continues to generate 

strong production growth for Viper. In February 98 rigs were drilling on Viper’s minerals. 
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Viper is focused on owning and acquiring mineral and royalty interests in oil and natural gas properties primarily in the 

Permian Basin. Viper operates in one reportable segment. Effective November 13, 2023, Viper converted its legal 

status from a Delaware limited partnership into a Delaware corporation. Viper’s primary business objective is to 

provide an attractive return to its stockholders by focusing on business results, generating robust free cash flow, 

reducing debt and protecting its balance sheet, while maintaining what it believes is a best-in-class cost structure. 

Viper’s assets consist of mineral and royalty interests in oil and natural gas properties primarily in the Permian Basin 

in West Texas, substantially all of which are leased to working interest owners who bear the costs of operation and 

development. 

 

Viper is currently focused on oil and natural gas properties primarily in the Permian Basin, which is one of the oldest 

and most prolific producing basins in North America. The Permian Basin, which consists of approximately 75,000 

square miles centered around Midland, Texas, has been a significant source of oil production since the 1920s. The 

Permian Basin is known to have a number of zones of oil and natural gas bearing rock throughout. 

 

Business Strategy 

• Capitalize on the development of the properties underlying Viper’s mineral interests to grow Viper’s 

cash flow. Viper expects the production from its mineral interests will increase as Diamondback and Viper’s 

other operators continue to drill, complete and develop Viper’s acreage. Viper expects to capitalize on this 

development, which requires no capital expenditure funding from Viper, and believes the anticipated increase 

in its aggregate royalty payment receipts will enable Viper to grow its cash flows. 

• Leverage Viper’s relationship with Diamondback to participate with it in acquisitions of mineral or other 

interests in producing properties from third parties and to increase the size and scope of Viper’s 

potential third party acquisition targets. Viper has in the past and intends to continue to make opportunistic 

acquisitions of mineral and other interests that have substantial oil-weighted resource potential and organic 

growth potential. Through Viper’s relationships with Diamondback and its affiliates, Viper has access to 

Diamondback’s significant pool of management talent and industry relationships, which Viper believes provide 

it with a competitive advantage in pursuing potential third party acquisition opportunities. For example, Viper 

and Diamondback may pursue an acquisition where Diamondback would acquire working and revenue 

interests in properties and Viper would acquire mineral or royalty interests in such properties either in the same 

or subsequent transactions. 

• Seek to acquire from Diamondback, from time to time, mineral or other interests in producing oil and 

natural gas properties that meet Viper’s acquisition criteria. Since Viper’s formation, Viper has acquired, 

and may have additional opportunities from time to time in the future to acquire mineral or other interests in 

producing oil and natural gas properties directly from Diamondback. Viper believes Diamondback may be 

incentivized to sell properties to it, as doing so may enhance Diamondback’s economic returns by monetizing 

long-lived producing properties while potentially retaining a portion of the resulting cash flow through 

distributions on Diamondback’s equity interest in Viper. However, neither Diamondback nor any of its affiliates 

are contractually obligated to offer or sell any interests in properties to Viper. 
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• High-grade Viper’s asset base. Viper intends to continue to high-grade its asset base and selectively divest 

non-core minerals with limited optionality when the amount negotiated exceeds its projected total value and 

then redeploy proceeds into its core areas of focus. 

• Maintain a conservative capital structure to allow financial flexibility. Since Viper’s formation, Viper has 

maintained a conservative capital structure that has allowed it to opportunistically purchase accretive minerals 

and other interests. Viper is committed to maintaining a conservative leverage profile and will continue to seek 

to opportunistically fund accretive acquisitions. In addition to making distributions in accordance with Viper’s 

distribution policy, Viper intends to continue to repay debt using free cash flow to ensure Viper’s ability to 

successfully operate in challenging business and commodity price environments. 

• Hedge to manage commodity price risk and to protect Viper’s balance sheet and cash flow. Viper uses 

a combination of derivative instruments to economically hedge exposure to changes in commodity prices and 

maintain financial and balance sheet flexibility. 

 

Updates  
 
Sitio Royalties Corp. All-Equity Transaction (closed August 9, 2025) 

 

On June 3, 2025, Viper, a subsidiary of Diamondback Energy, Inc., and Sitio Royalties Corp. (NYSE:STR) announced 

that they have entered into a definitive agreement under which Viper will acquire Sitio in an all-equity transaction 

valued at approximately $4.1 billion, including Sitio’s net debt of approximately $1.1 billion as of March 31, 2025. The 

consideration will consist of 0.4855 shares of Class A common stock of a new holding company for each share of Sitio 

Class A common stock, and 0.4855 units of Viper’s operating subsidiary, Viper Energy Partners LLC, for each unit of 

Sitio’s operating subsidiary (along with a corresponding amount of Class B common stock of pro forma Viper for each 

share of Sitio Class C common stock), representing an implied value to each Sitio stockholder of $19.41 per share 

based on the closing price of Viper common stock on June 2, 2025. The transaction was unanimously approved by 

the Board of Directors of each company and has been approved by the written consent of Diamondback as Viper’s 

majority stockholder. Stockholders holding an aggregate of approximately 48% of Sitio’s outstanding voting power, 

including Kimmeridge, its largest stockholder, have agreed to vote in favor of the transaction. The transaction was 

completed August 19, 2025. 

 

Strategic Rationale 

 

• Size and Scale: Adds substantial scale and inventory depth that will support pro forma Viper’s durable 

production profile and free cash flow growth over the next decade 

• Meaningful Financial Accretion and Higher Cash Returns: Expected to be approximately 8 - 10% accretive 

to cash available for distribution per Class A share immediately upon closing 

• Lower Breakeven: Lowers pro forma Viper’s base dividend breakeven by approximately $2 per barrel to 

<$20 WTI; increased base dividend of $1.32/share represents approximately 45% of cash available for 

distribution at $50 WTI 
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• Significant Synergies: Estimated to be in excess of $50 million annually, primarily attributable to general and 

administrative and cost of capital savings 

• Access to Capital: Pro forma Viper is expected to maintain its Investment Grade status; pro forma leverage 

expected to be approximately 1.2x at closing at strip pricing and decreasing thereafter; near-term net debt 

target of $1.5 billion which equates to less than 1.0x leverage at $60 WTI 

• Diamondback Relationship: Diamondback is expected to own approximately 41% of pro forma Viper’s 

outstanding common stock after closing and will continue to drive meaningful long-term oil production growth 

from the Company’s acreage 
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“The combination of Viper and Sitio signifies an important moment for mineral and royalty 

interests,” stated Kaes Van’t Hof, Chief Executive Officer of Viper. “This combination creates a 

leader in size, scale, float, liquidity and access to investment grade capital in the highly 

fragmented minerals industry. Pro forma Viper is now clearly a must-own public mineral and 

royalty company in North America, with attractive size and scale in the Permian Basin. This 

transaction positions Viper to compete for capital with mid and large cap North American E&Ps; 

except with higher margins, minimal operating costs, and the lowest dividend breakeven in the 

space.” 

 

Mr. Van’t Hof continued, “While this transaction will reduce Diamondback’s ownership in pro 

forma Viper to 41%, it does not reduce the significance of the relationship between 

Diamondback and Viper. The Diamondback drillbit remains Viper’s biggest competitive 

advantage and the most visible source of long-term production growth at Viper. Mineral 

interests offer the highest form of security and upside in the oil field, and any and all benefits 

an operator manages to unlock accrues directly to the mineral holder without any capital risk, 

forever.” 

 

“We are excited to announce the combination of two leading minerals companies with a shared 

strategic vision of integrating the highest quality assets to create a truly differentiated 

investment opportunity for shareholders,” said Sitio CEO Chris Conoscenti. “This transaction 

provides Sitio’s shareholders with exposure to an entity with significantly greater size, future 

development visibility, and all of the benefits of the economies of scale unique to the minerals 

business – higher margins, lower cost of capital, strong positioning for future M&A 

opportunities, and the ability to return more capital to shareholders. I want to thank all of the 

Sitio team members, whose innovation and relentless pursuit of continuous improvement made 

building Sitio such an amazing and rewarding experience.” 

 

“This transaction is the next logical step in Sitio’s evolution,” stated Noam Lockshin, Chairman 

of the Sitio Board of Directors. “By adding Sitio’s coverage of the Delaware Basin to Viper’s 

position in the Midland Basin, the combined company will be well positioned in the Permian for 

years to come.” 

 
Leadership Change 

 

• Travis D. Stice to transition from role as Chief Executive Officer 

• Kaes Van’t Hof, current President, will assume Chief Executive Officer role 

• Austen Gilfillian, current Vice President, has been promoted to President 

• Trevor Stoltz has been promoted to Vice President, Business Development 

• John Phillips has been promoted to Vice President, Land 
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Secondary Offering 

 
On March 2, 2026, Viper announced the launch of an underwritten public offering of 17,391,304 shares of its Class A 

common stock by Diamondback Energy, Inc. and certain affiliates of EnCap Investments, L.P. and Oaktree Capital 

Management, L.P., subject to market and other conditions. Viper will not receive any proceeds from the sale of 

the shares by the Selling Stockholders. The Selling Stockholders have also granted the underwriters a 30-day 

option to purchase up to an additional 2,608,696 shares of Viper’s Class A common s tock, solely to cover 

over-allotments. 

 

In connection with the Secondary Offering, Viper has agreed to purchase an aggregate of 1,000,000 units in Viper’s 

operating company, VNOM Holding Company LLC, from affiliates of Oaktree Capital Management, L.P., at a price per 

unit equal to the price per share to be received by Selling Stockholders in the Secondary Offering. The Secondary 

Offering is not conditioned upon the completion of the Concurrent OpCo Unit Purchase, but the Concurrent OpCo Unit 

Purchase is conditioned upon the completion of the Secondary Offering. 

 
Fourth Quarter 2025 Highlights 
 

• Q4 2025 average crude oil production of 66,413 bo/d (134,000 boe/d) 

• Q4 2025 consolidated net loss (including non-controlling interest) of $246 million; net loss attributable to Viper 

of $103 million, or $0.61 per Class A common share; consolidated adjusted net income of $121 million, or 

$0.72 per Class A common share 

• Q4 2025 cash available for distribution to Viper’s Class A common shares of $145 million, or $0.85 per Class 

A common share 

• Declared Q4 2025 base cash dividend of $0.38 per Class A common share; implies a 3.3% annualized yield 

based on the February 20, 2026 Class A common share closing price of $45.64 

• Declared Q4 2025 variable cash dividend of $0.14 per Class A common share; total base-plus-variable 

dividend of $0.52 per Class A common share implies a 4.6% annualized yield based on the February 20, 2026 

Class A common share closing price of $45.64 

• During Q4 2025, repurchased 2.4 million shares of the Company’s common stock (including both Class A 

shares and Class B shares paired with OpCo units) for an aggregate purchase price of approximately $94 

million, excluding excise tax (average price of $38.69 per share) 

• Total Q4 2025 return of capital to Class A stockholders of $131 million, or $0.77 per Class A common share, 

represents 90% of cash available for distribution 

• 739 total gross (13.0 net 100% royalty interest) horizontal wells turned to production on Viper’s Permian Basin 

acreage during Q4 2025 with an average lateral length of 11,283 feet 

 

Full Year 2025 Highlights 
 

• Full year 2025 average production of 48,973 bo/d (95,126 boe/d) 

• Received $48 million in lease bonus income 
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• Full year 2025 consolidated net loss (including non-controlling interest) of $206 million; net loss attributable to 

Viper of $68 million, or $(0.48) per Class A common share 

• Generated full year 2025 consolidated adjusted EBITDA (as defined and reconciled below) of $1.3 billion 

• Declared dividends of $2.20 per Class A common share during the full year 2025 

• Repurchased approximately 5.0 million shares of the Company’s common stock for an aggregate purchase 

price of approximately $194 million, excluding excise tax (average price of $38.53 per share) 

• Proved reserves as of December 31, 2025 of 406,035 Mboe (78% PDP, 48% oil), up 107% year over year 

with oil up 106% from year end 2024 

• 2,085 total gross (42.0 net 100% royalty interest) horizontal wells turned to production on Viper’s Permian 

Basin acreage during 2025 with an average lateral length of 11,618 feet 

 

2026 Outlook 
 

• Increasing base dividend 15% to $1.52 per share annually; represents approximately 50% of cash available 

for distribution at $50 WTI 

• Increasing share repurchase authorization by $1.0 billion; approximately $1.2 billion remains under the 

repurchase program 

• On February 9, 2026, closed the divestiture of Viper’s non-Permian assets to an affiliate of GRP Energy Capital 

and Warwick Capital Partners (the “Non-Permian Divestiture”) for net proceeds of approximately $617 million 

(subject to customary post-closing adjustments) 

• Initiating average daily production guidance for Q1 2026 in the range of 62,500 to 64,500 bo/d (124,000 

to 128,000 boe/d) 

• Initiating average daily production guidance for the full year 2026 in the range of 61,000 to 67,000 bo/d 

(120,000 to 132,000 boe/d) 

• As of December 31, 2025, there were approximately 1,388 gross horizontal wells in the process of active 

development on Viper’s Permian Basin acreage in which Viper expects to own an average 2.8% net royalty 

interest (38.2 net 100% royalty interest wells) 

• Approximately 1,370 gross (32.0 net 100% royalty interest) line-of-sight wells on Viper’s Permian Basin 

acreage that are not currently in the process of active development, but for which Viper has visibility to the 

potential of future development in coming quarters, based on Diamondback’s current completion schedule and 

third-party operators’ permits 

 

“The fourth quarter capped a significant year for Viper. In addition to our continued organic 

growth, we leveraged our leading position in the minerals and royalty sector to advance our 

differentiated acquisition strategy. The successful integration of the 2025 Drop Down and Sitio 

assets has further enhanced the scale, duration, and overall quality of our portfolio while 

reinforcing the durability of our growth outlook. 
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Operations Update 
During the fourth quarter of 2025, Viper estimates that, excluding the recently divested non-Permian assets, 739 gross 

(13.0 net 100% royalty interest) horizontal wells with an average royalty interest of 1.8% were turned to production on 

its acreage position with an average lateral length of 11,283 feet. Of these 739 gross wells, Diamondback is the 

operator of 107 gross wells, with an average royalty interest of 5.0%, and the remaining 632 gross wells, with an 

average royalty interest of 1.2%, are operated by third parties. 

 

As of December 31, 2025, Viper’s footprint of mineral and royalty interests in the Permian Basin was approximately 

86,599 net royalty acres. 
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The 1,388 gross wells currently in the process of active development are those wells that have been spud and are 

expected to be turned to production within approximately the next six to eight months. Further in regard to the active 

development on Viper’s asset base, there are currently 98 gross rigs operating on Viper’s acreage, eight of which are 

operated by Diamondback. The 1,370 line-of-sight wells are those that are not currently in the process of active 

development, but for which Viper has reason to believe that they will be turned to production within approximately the 

next 15 to 18 months. The expected timing of these line-of-sight wells is based primarily on permitting by third-party 

operators or Diamondback’s current expected completion schedule. Existing permits or active development of Viper’s 

royalty acreage does not ensure that those wells will be turned to production. 
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Financial Update 
 
Viper’s fourth quarter 2025 average unhedged realized prices were $58.43 per barrel of oil, $0.81 per Mcf of natural 

gas and $16.67 per barrel of natural gas liquids, resulting in a total equivalent realized price of $34.23/boe. 

 

Viper’s fourth quarter 2025 average hedged realized prices were $57.28 per barrel of oil, $1.53 per Mcf of natural gas 

and $16.67 per barrel of natural gas liquids, resulting in a total equivalent realized price of $34.80/boe. 

 

During the fourth quarter of 2025, the Company recorded total operating income of $435 million and a consolidated 

net loss (including non-controlling interest) of $246 million, which was primarily driven by a non-cash impairment of 

$408 million due to recording properties acquired from Diamondback in the drop down transaction that closed on 

May 1, 2025, at Diamondback’s historical carrying value. 

 

As of December 31, 2025, the Company had a cash balance of $13 million and total debt outstanding (excluding debt 

issuance costs, discounts and premiums) of $2.2 billion, resulting in net debt of $2.2 billion. Viper’s outstanding 

long-term debt as of December 31, 2025 consisted of $500 million in aggregate principal amount of its 4.900% Senior 

Notes due 2030, $1.1 billion in aggregate principal amount of its 5.700% Senior Notes due 2035, $500 million of 

borrowings on its term loan and $105 million of borrowings on its revolving credit facility, leaving approximately $1.4 

billion available for future borrowings and approximately $1.4 billion of total liquidity. 

 

On February 9, 2026, the Company closed the Non-Permian Divestiture for net proceeds of approximately $617 

million, which were utilized to fully repay $500 million of borrowings on its term loan and fully repay the outstanding 

balance on its revolving credit facility. 

 

Fourth Quarter 2025 Cash Distribution & Capital Return Program 
 

The Company’s Board of Directors declared a base cash dividend of $0.38 per Class A common share for the fourth 

quarter of 2025, payable on March 12, 2026 to Class A common stockholders of record at the close of business on 

March 5, 2026. 

 

The Board also declared a variable cash dividend of $0.14 per Class A common share for the fourth quarter of 2025, 

payable on March 12, 2026 to Class A common stockholders of record at the close of business on March 5, 2026. 

 

During the fourth quarter of 2025, Viper repurchased 2.4 million shares of the Company’s common stock (including 

both Class A shares and Class B shares paired with OpCo units) for an aggregate purchase price of approximately 

$94 million, excluding excise tax (average price of $38.69 per share). 

 

In total, since the initiation of Viper’s common stock repurchase program on November 9, 2020 through 

February 20, 2026, the Company has repurchased approximately 18.9 million shares of common stock (including both 

Class A shares and Class B shares paired with OpCo units) for an aggregate purchase price of approximately 
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$525 million, excluding excise tax (average price of $27.80 per share) and has approximately $1.2 billion remaining 

on its share buyback authorization, including the $1 billion increase announced today. Future base and variable cash 

dividends and stock repurchases are at the discretion of the Board and are subject to a number of factors discussed 

in Viper’s reports filed with the U.S. Securities and Exchange Commission. 
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Viper Hedging 
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Viper Reserves 

Viper’s proved oil and natural gas reserve estimates and their associated future net cash flows were prepared by 

Viper’s internal reservoir engineers, and audited by Ryder Scott Company, L.P., independent petroleum engineers, 

as of December 31, 2025. Reference prices of $65.34 per barrel of oil and natural gas liquids and $3.39 per MMbtu 

of natural gas were used in accordance with applicable rules of the Securities and Exchange Commission. Realized 

prices with applicable differentials were $64.80 per barrel of oil, $1.31 per Mcf of natural gas and $18.95 per barrel of 

natural gas liquids. 
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Proved reserves at year-end 2025 of 406,035 Mboe (193,206 Mbo) represent a 107% increase over year-end 2024 

reserves. The year-end 2025 proved reserves have a standardized measure of discounted future net cash flows of 

$6.6 billion and a PV-10 value of approximately $7.4 billion. 

Proved developed reserves increased by 93% year over year to 316,702 Mboe (147,036 Mbo) as of December 31, 

2025, reflecting recent acquisitions and continued horizontal development by the operators of Viper’s acreage. 

Net proved reserve additions of 244,883 Mboe resulted in a reserve replacement ratio of 705% (defined as the sum 

of extensions, discoveries, revisions, purchases and divestitures, divided by annual production). The organic reserve 

replacement ratio was 126% (defined as the sum of extensions, discoveries and revisions, divided by annual 

production). 

Extensions and discoveries of 62,170 Mboe are primarily attributable to the drilling of 1,497 new wells and from 1,071 

new proved undeveloped locations added. The Company’s total downward revisions of previous estimated quantities 

of 18,570 Mboe consist of negative revisions of 11,481 Mboe associated with lower commodity prices, PUD 

downgrades of 4,722 Mboe and performance revisions of 2,367 Mboe. The purchase of reserves in place of 201,291 

Mboe resulted primarily from the Sitio Acquisition, the 2025 Drop Down, the Morita Ranches Acquisition and other 

acquisitions of certain mineral and royalty interests. 

 

Viper Guidance 
Below is Viper’s guidance for the full year 2026, as well as average production guidance for Q1 2026. This guidance 
gives effect to the Non-Permian Divestiture, which closed on February 9, 2026. 
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