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EPG Commentary by Dan Steffens 

Kimbell Royalty Partners (NYSE: KRP) is one of four minerals companies 

in our High Yield Income Portfolio. 

  

The Partnership, which has elected to be taxed as a C-Corp., is based in 

Fort Worth, Texas.  Kimbell owns mineral and royalty interests in over 17 

million gross acres in 28 states and in every major onshore basin in the 

continental United States, including ownership in more than 129,000 gross 

wells with over 50,000 wells in the Permian Basin.   

 

Kimbell’s policy is to pay out approximately 75% of operating cash flow as quarterly dividends.  Based on the forecast 

below, 2023 dividends should total $1.70 to $1.80.  Their cash distribution based on Q3 2023 results was $0.51/unit. 

 

 
 

My Fair Value Estimate is $22.25/unit 
Compares to TipRanks’ Price Target of $21.33 

 

Disclosure: I have a long position in in KRP 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. 

Management 
 

Robert Ravnaas, Chairman, CEO 

Brett Taylor, EV Chairman / Co-Founder 

R. Davis Ravnaas, CFO 

Matthew Daly, COO 
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Company Overview 

 

Kimbell Royalty Partners (NYSE: KRP) is an owner of mineral and royalty interests across the leading oil & gas 

producing basins in the United States.   

• Current production is approximately 23,000 Boepd (~34% crude oil, 50% natural gas & 16% NGLs). 

• The Company offers investors a compelling risk-adjusted cash yield through direct mineral ownership in over 

17 million gross acres without any associated operating costs or capital expenditures. 

• Kimbell benefits from continued development of their acreage by leading operators, at no cost to the company 

and continued technological advances that are driving the U.S. energy renaissance. 

• Kimbell has elected to be taxed as a corporation for federal income tax purposes.  Kimbell is neither a traditional 

Master Limited Partnership nor a Royalty Trust.  

• Investors receive tax advantaged distributions via 1099-DIV without a K-1. 
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Business Strategy 

 
The Company’s investment strategy is to acquire premier quality, long-life, shallow decline oil and gas 

minerals.  Kimbell offers fair valuations for high quality properties, ensuring the best outcome for both parties and has 

earned a reputation in the industry for honesty and transparency by sticking to its word and cultivating long-

term relationships.  For these reasons and more, Kimbell is a trusted leader in the field of oil and gas mineral 

ownership. 
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Third Quarter 2023 Highlights 

• Record Q3 2023 run-rate daily production of 19,777 barrels of oil equivalent ("Boe") per day (6:1). 

• Includes 18 days of production from the Company's $455.0 million acquisition from a private seller (the 
"Acquired Production"), which closed on September 13, 2023 with an effective production date of June 
1, 2023. 

• Including a full Q3 2023 impact of the Acquired Production, the revenues of which will be received by 
the Company, run-rate production was 23,531 Boe per day (6:1). 

• Q3 2023 oil, natural gas and NGL revenues of $69.2 million, an increase of 21.5% from Q2 2023. 

• Including the Acquired Production from the effective date of June 1, 2023 through September 30, 2023, 
Q3 2023 oil, natural gas and NGL revenues were $86.5 million. 

• Q3 2023 net income of approximately $18.5 million and net income attributable to common units of 
approximately $13.6 million, as compared to $17.8 million and $13.5 million, respectively, from Q2 2023. 

• Q3 2023 consolidated Adjusted EBITDA of $55.8 million, as compared to $45.0 million in Q2 2023. 

• Including the Acquired Production from the effective date of June 1, 2023 through September 30, 2023, 
Q3 2023 consolidated Adjusted EBITDA was $71.6 million. 

• As of September 30, 2023, Kimbell's major properties had 9.34 net drilled but uncompleted wells ("DUCs") and 
net permitted locations on its acreage (5.40 net DUCs and 3.94 net permitted locations), compared to an 
estimated 5.8 net wells needed to maintain flat production. 

• Announced a Q3 2023 cash distribution of $0.51 per common unit, reflecting a payout ratio of 75% of cash 
available for distribution; implies a 12.7% annualized yield based on the November 1, 2023 closing price 
of $16.11 per common unit; Kimbell intends to utilize the remaining 25% of its cash available for distribution to 
repay a portion of the outstanding borrowings under Kimbell's revolving credit facility. 

• Conservative Balance Sheet with Net Debt to Trailing Twelve Month Consolidated Adjusted EBITDA of 0.9x. 

• Company boosts production guidance range for Q4 2023 and with record low cash G&A per BOE expected in 
Q4 2023. 

Management Commentary 
 

“We are very pleased to announce another record quarter with new all-time highs set in 

production, rig count, DUCs and permits.  The Company's production mix continued to materially 

shift towards liquids in the third quarter, with oil and NGLs now representing 49% of our 

production mix on a 6:1 basis as compared to 46% in the second quarter.  Activity on our acreage 

remains strong and we now have the highest market share ever recorded by Kimbell of the overall 

U.S. land rig count at 17%.  Even after giving effect to our most recent $455 million acquisition, 

we still have the best-in-class PDP decline rate of only 14%.  At the end of Q3 2023, we had 9.3 

net DUCs and permits, reflecting the widest spread ever of line-of-site wells relative to the number 
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of wells needed to maintain flat production of 5.8 net wells per year.  This gives us confidence in 

the resilience in our production as we wrap up 2023 and look at 2024.  In short, we are extremely 

pleased with this quarter as well as our Q3 2023 distribution of $0.51 that we declared today, an 

increase of 31% from Q2 2023.” - Robert Ravnaas, Chairman & CEO of Kimbell Royalty Partners 

Operations Update 

As of September 30, 2023, Kimbell's major properties had 909 gross (5.40 net) DUCs and 805 gross (3.94 net) 

permitted locations on its acreage.  In addition, as of September 30, 2023, Kimbell had 99 rigs actively drilling on its 

acreage, which represents an approximate 16.5% market share of all land rigs drilling in the continental United 

States as of such time. 

 

Financial Highlights 

 

• Kimbell's third quarter 2023 average realized price per Bbl of oil was $81.53, per Mcf of natural gas was $2.21, 

per Bbl of NGLs was $23.10 and per Boe combined was $38.05. 

• During the third quarter of 2023, the Company's total revenues were $67.2 million, net income was 

approximately $18.5 million and net income attributable to common units was approximately $13.6 million, 

or $0.20 per common unit. 

• Total third quarter 2023 consolidated Adjusted EBITDA was $55.8 million. 

• In the third quarter of 2023, G&A expense was $10.4 million, $7.0 million of which was Cash G&A 

expense.  Excluding the impact of approximately $1.5 million in transaction related expenses associated with 

the Acquired Production and including a full quarter impact of the Acquired Production, Cash G&A per Boe 

was $2.55  

• Unit-based compensation in the third quarter of 2023, which is a non-cash G&A expense, was $3.3 

million or $1.83 per Boe. 

• As of September 30, 2023, Kimbell had approximately $310.4 million in debt outstanding under its secured 

revolving credit facility, had net debt to third quarter 2023 trailing twelve month consolidated Adjusted EBITDA 

of approximately 0.9x and was in compliance with all financial covenants under its secured revolving credit 

facility.   Kimbell had approximately $89.6 million in undrawn capacity under its secured revolving credit facility 

as of September 30, 2023. 

• As of September 30, 2023, Kimbell had outstanding 73,851,458 common units and 20,847,295 Class B 

units.  As of November 2, 2023, Kimbell had outstanding 73,851,458 common units and 20,847,295 Class B 

units. 
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Permian / Mid-Continent Acquisition Closed on September 13, 2023 

 
The Company announced that it has closed the previously announced purchase of mineral and royalty interests held 

by a private seller in a cash transaction valued at approximately $455 million (the "Acquisition").   

 

The purchase price of the Acquisition was funded through a $325 million private placement of 6.00% Series A 

Cumulative Convertible Preferred Units ("Preferred Units") to funds managed by affiliates of Apollo (NYSE: APO) and 

borrowings under the Company's $400 million revolving credit facility.  Kimbell is entitled to all cash flow from 

production attributable to the Acquired Assets since June 1, 2023.  Revenues and certain other operating statistics 

under generally accepted accounting principles will be recorded for the Acquisition beginning on the closing date 

of September 13, 2023.  

Kimbell estimates that, as of June 1, 2023, the Acquired Assets produced approximately 4,840 Boe/d (1,619 Bbl/d of 

oil, 1,227 Bbl/d of NGLs, and 11,964 Mcf/d of natural gas) (6:1).  For the full year 2024, Kimbell estimates that the 

Acquired Assets will produce approximately 5,049 Boe/d (1,682 Bbl/d of oil, 1,312 Bbl/d of NGLs, and 12,327 Mcf/d 

of natural gas) (6:1).  The Acquired Assets are concentrated in the Permian Basin (64% of reserve value) and Mid-

Continent (36% of reserve value). 
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Running Room 
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Guidance Update   

On April 11, 2023, Kimbell announced the signing of a purchase and sale agreement with MB Minerals, L.P. and 

certain of its affiliates (the "MB Minerals Acquisition") to acquire Midland Basin mineral and royalty assets for 

approximately $143.1 million in a cash and unit transaction.  The Acquired Production is expected to increase 

Kimbell's run-rate average daily production by 1,901 Boe (6:1) per day (77% oil, 12% natural gas, 11% NGL), 

beginning in the second quarter of 2023.   

On May 18, 2023, Kimbell management revised upward their guidance for 2023.  KRP’s payout ratio stays at 75%. 

On August 2, 2023, Kimbell management reaffirmed May guidance for 2023. 

On September 13, 2023 Kimbell announced the closing of the Permian / Mid-Continent Acquisition. 
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Hedging Update 

Kimbell maintains a consistent hedging methodology, and hedges out two years on a rolling quarterly basis.  The 

Company's commodity derivative contracts consist of fixed price swaps, under which Kimbell receives a fixed price for 

the contract and pays a floating market price to the counterparty over a specified period for a contracted 

volume.  Kimbell hedges expected daily production based on the amount of debt as a percent of total enterprise value.   

 

Shareholder Returns 

The Board of Directors of the General Partner (the "Board of Directors") approved a cash distribution payment to 

common unitholders of 75% of cash available for distribution for the third quarter of 2023, or $0.51 per common 

unit.  The distribution will be payable on November 20, 2023 to common unitholders of record at the close of business 

on November 13, 2023.  Kimbell plans to utilize the remaining 25% of cash available for distribution for the third quarter 

of 2023 to pay down a portion of the outstanding borrowings under its secured revolving credit facility.  Since May 

2020 (excluding the expected upcoming pay-down from the remaining 25% of Q3 2023 projected cash available for 

distribution), Kimbell has paid down approximately $119.8 million of outstanding borrowings under its secured 

revolving credit facility by allocating a portion of its cash available for distribution for debt pay-down. 

Kimbell expects that approximately 55% of its third quarter 2023 distribution should not constitute dividends for U.S. 

federal income tax purposes, but instead are estimated to constitute non-taxable reductions to the basis of each 

distribution recipient's ownership interest in Kimbell common units.  The reduced tax basis will increase unitholders' 

capital gain (or decrease unitholders' capital loss) when unitholders sell their common units.  
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Reserve Update 

Ryder Scott Company, L.P. prepared an estimate of Kimbell's proved reserves as of December 31, 
2022.   Average prices of $93.67 per barrel of oil and $6.36 per MMBtu of natural gas were used in 
accordance with applicable rules of the Securities and Exchange Commission (the "SEC").  Realized prices 
with applicable differentials were $90.94 per barrel of oil, $5.37 per Mcf of natural gas and $36.42 per barrel 
of NGLs.  Proved developed reserves at year-end 2022 increased by approximately 2% year-over-year to 
over 46 MMBoe, reflecting the acquisitions Kimbell made during the year along with continued development 
by the operators of Kimbell's acreage. 
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