
 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS 

Publishing, LLC) and is intended for informational purposes only. Readers are encouraged to do their own research and due diligence before making any 
investment decisions. The publishers will not be held liable for any actions taken by the reader. Although the information in the newsletters and company 

profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

Riley Exploration Permian 

 
September 8, 2026 

 

EPG Commentary by Dan Steffens 

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

Portfolio. The stock is up about 62% year to date, yet it still trades well below 

my current valuation. A key drawback is that a large share of expected oil 

production is hedged at blended prices near $65 per barrel—60% in 2H 2026 

and 47% in 2027. As a result, the company will not fully benefit from the recent 

rise in oil prices, which I expect to continue into 2027. 

 

REPX is a classic “Growth + Income” stock. The company has grown 

production by more than 20% for four consecutive years and offers an attractive dividend yield of about 3.8%. On 

December 16, 2025, it also announced a share repurchase program of up to $100 million, which, along with steady 

debt reduction, supports my higher than current price per-share valuation. 

 

Riley increased production by 21.4% year over year in 2024, followed by 29.4% growth in 2025. With 2026 production 

guidance centered at 38,000 Boepd, the company is on track for another 30% year-over-year increase. 

 

Silverback Acquisition adds lots of High-Quality “Running Room” in SE New Mexico 
 

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 drilling locations. Recent production was 5,000 Boe/d, 

of which 52% was oil and 75% was liquids. 

 

On December 4, 2025, the company announced closing of the sale of Dovetail Midstream LLC for $111 million. 

The Company also has the right to earn up to an additional $60 million in cash payments contingent on achieving 

certain volume-based performance thresholds over a five-year period.  The sale to Targa Northern Delaware LLC 

should improve Riley’s realized prices for natural gas and NGLs.  See slide on page 2. 

 

My Fair Value Estimate for REPX is $54.00/share 
Compares to First Call’s price target of $46.00 

 
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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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. 

 

• Riley now has a second core area of operations in Eddy County, SE New Mexico that will generate most of its 

production growth in 2026 and 2027.  

 

• 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, 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 2026 Highlights  
 

• Reported 34,264 Boe/d of total equivalent production (oil production of 21,242 Bbls/d) 

• Generated $64 million of operating cash flow or $75 million before changes in working capital and $6 million 

of Total Free Cash Flow 

• Incurred total accrual (activity-based) capital expenditures before acquisitions of $87 million and cash capital 

expenditures before acquisitions of $68 million 

• Generated $87 million of net income and $80 million of Adjusted EBITDAX 

• Increased debt by $26 million with a quarter-end debt-to-Adjusted EBITDAX ratio of 1.0x 

• Revised full-year 2026 guidance to reflect higher forecasted oil production and total capital expenditures and 

investments 

 
 

 
 

 

“We continued executing the growth strategy we outlined earlier this year during the second quarter, 

delivering oil production near the high end of guidance and building momentum for the quarters ahead. We 

are increasing full-year oil production guidance, which now implies approximately 30% year-over-year growth 

in 2026. Our outlook calls for the largest production increase of the year in the third quarter, with oil 

production expected to grow more than 20% sequentially. We are encouraged by the progress made to date 

and believe the activity underway positions us for meaningful production growth through the remainder of 

2026 and into 2027,” - Bobby Riley, CEO  
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The recent sale of midstream assets to Targa is expected to increase Riley’s realized NGL prices starting in 

Q3 2026. 

 

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. 

• 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. 

   

 
 

During the year ended December 31, 2025, the Company contributed an additional $15.8 million to RPC Power which  

increased Riley’s total capital contributions to $39.5 million. As of December 31, 2025, the Company owned 50% of 

the joint venture. On December 31, 2025, RPC Power declared a $3 million dividend of which $1.5 million was the 

Company's portion. The dividend was paid in January 2026. 
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Operational & Development Activity Update  

 

The tables below provide a summary of our operated well activity and production by state: 
 

 
 

Average daily production by state: 
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Second Quarter 2026 Financial Results   
 

• Revenues totaled $166 million, operating income was $87 million, operating cash flow was $64 million and net 

income was $87 million, or $4.11 per diluted share. 

 

• On a non-GAAP basis, Adjusted EBITDAX was $80 million, cash flow from operations before changes in 

working capital was $75 million, Total Free Cash Flow was $6 million and Adjusted Net Income was $33 million, 

or $1.54 per diluted share. 

 

• Average realized prices, before derivative settlements, were $94.28 per barrel of oil, $(4.12) per Mcf of natural 

gas and $(4.71) per barrel of natural gas liquids ("NGL"). 

 

• Realized natural gas prices were negative before gathering, processing and transportation costs ("GP&T 

costs") due to Waha pricing being negatively impacted from ongoing regional pipeline constraints. Realized 

NGL prices before GP&T costs increased primarily due to higher Mont Belvieu pricing during the quarter. The 

pricing benefit to NGL sales were more than offset by higher allocated GP&T costs from negative realized 

natural gas prices. < Additional pipeline access should improve natural gas prices in 2027. 

 

• Certain portions of our New Mexico operations were impacted during April and May of the second quarter of 

2026 by ongoing gas processing and midstream constraints following an unplanned outage at a third-party 

facility beginning in late March. The disruptions resulted in periodic processing limitations, reduced gas 

takeaway capacity, and temporary well shut-ins, reducing production from affected areas. We estimate the 

temporary shut-ins reduced second quarter production by approximately 1.9 MBbls/d. June oil production was 

24.4 MBbls/d. < Riley’s oil production is now expected to increase by 20% from Q2 to Q3. 

 

• In December of 2025, we contracted with Targa Northern Delaware LLC ("Targa") to construct new gathering 

and high-pressure trunkline infrastructure in Eddy County, New Mexico pursuant to the A&R Gas Purchase 

Agreement, to mitigate processing and takeaway constraints of the nature experienced during the second 

quarter. The in-service date of the new Targa pipeline system is currently expected to occur in the fourth 

quarter of 2026. 

 

• The Company reported a $36 million realized loss on derivative settlements, reflecting cash settlements on 

financial contracts linked to crude oil prices, and a $69 million non-cash gain due to the changes in the fair 

value of derivatives that will settle in future periods for a combined $33 million net gain on derivatives. 

Unrealized derivatives reflect the accounting remeasurement of the Company's derivative portfolio based on 

changes in the market value of contracts that remain open and do not represent current-period cash inflows or 

outflows. < GAAP Accounting rules for hedges distort quarterly net income; investors should focus on operating 

cash flow when comparing upstream companies that hedge a lot of their production. 
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• Operating expenses included lease operating expense of $29 million, or $9.44 per Boe, which included $11 

million in workover expense. The Company executed a large number of workover projects during the quarter 

in an effort to capitalize on high oil prices as well as to supplement volumes operationally disrupted. 

Administrative costs were $9 million, or $2.80 per Boe and production and ad valorem taxes were $11 million 

or $3.67 per Boe. 

 

• The Company incurred $87 million in total accrued capital expenditures. On a cash basis, the Company had 

total capital expenditures of $68 million. The Company invested $3 million in its power-focused joint venture, 

RPC Power. 

 

• The Company increased total debt by $26 million, including a $31 million increase on the Credit Facility and 

$5 million reduction on the Senior Notes. As of June 30, 2026, the Company had $138 million of borrowings 

outstanding on its Credit Facility and $135 million principal value of its Senior Notes, for a combined principal 

value of debt of $273 million. Interest expense, net was $7 million. 

 

• As part of Riley’s stock repurchase program, the Company repurchased 25 thousand shares of common stock 

at a weighted average price of $34.13 per share for a total of $1 million. The diluted weighted average shares 

outstanding during the quarter was 21.3 million. 

 

• The Company paid a cash dividend of $0.40 per share, for a total of $9 million. 
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Hedging Summary Positions as of 8/3/26 
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3Q 2026 and Updated Full-Year 2026 Quidance 

 

• Riley Permian is providing third quarter detailed guidance and updated full-year 2026 activity guidance based 

on currently scheduled development activity and current market conditions. 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. 
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Net Income and Cash Flow Forecast Model 
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