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EPG Commentary by Dan Steffens 

Civitas Resources, Inc. (NYSE: CIVI) is a large-cap company in our High 

Yield Income Portfolio. It is an independent exploration and production 

company focused on the acquisition, development, and production of oil and 

associated liquids-rich natural gas primarily in the Denver-Julesburg (DJ) 

Basin in Colorado and Permian Basin in Texas and New Mexico.  

 

The Company has a “Base + Variable” dividend policy.  The Base 

dividend is $0.50/quarter and the Variable dividend is ~50% of the previous quarter’s free cash flow per share  after 

Base dividends.  They paid combined dividends of $6.28 per share in 2022 and $7.60 per share in 2023 with the 4th 

quarter dividend of $1.59 payable on December 29th.  The next dividend of $1.45 per share will be paid on March 29th.  

Based on my forecast, total dividends paid during 2024 should be approximately $7.60 per share for annualized yield 

of approximately 10.3%, based  on the share price as of the date of this report. 

 

In March 2024 Civitas repurchased 876,000 shares from NGP Tap Rock Holdings, LLC 

 

On February 27, 2024, Civitas announced the execution of a definitive agreement to repurchase approximately 

876,000 shares of its common stock at a price of $64.54 per share from NGP Tap Rock Holdings, LLC and certain of 

its affiliates. Following the transaction, NGP will no longer own any shares of Civitas. NGP’s original ownership in 

Civitas was established through Civitas’ mid-2023 acquisition of Tap Rock Resources, LLC.  

 

Over the past two years, Civitas has returned over $1.5 billion to its owners, representing approximately a quarter of 

Company’s current market cap, through share repurchases and dividends. Civitas’ current share price represents a 

compelling valuation, and this transaction efficiently facilitates NGP’s exit from the stock.  

 

Civitas’ remaining share repurchase authorization is approximately $425 million through the end of 2024. 

 

During a six month period August 2023 to January 2024 Civitas closed three transformative Permian 

Basin transactions that have increased their oil-weighting to ~48%, from ~44% in 2022. 

 

The first two transactions were closed on August 2nd for total consideration of $4.7 billion. Combined, the acquisitions 

added about 800 gross development drilling locations with approximately two-thirds having an estimated IRR of more 

than 40% at $70/Bbl WTI and $3.50/MMBtu Henry Hub NYMEX pricing.  

 

Civitas has purchased a portion of Tap Rock’s Delaware Basin assets for $2.45 billion, which includes $1.5 billion in 

cash and approximately 13.5 million shares of Civitas common stock valued at approximately $950 million, subject to 

customary anti-dilution and purchase price adjustments. The assets include approximately 30,000 net acres, primarily 

located in Eddy and Lea counties, New Mexico, an area widely considered to be the core of the Delaware Basin.  
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Civitas has purchased Hibernia’s Midland Basin assets for $2.25 billion in cash, subject to customary purchase price 

adjustments. The assets include approximately 38,000 net acres in Upton and Reagan counties, Texas – an active 

and well delineated area in the Midland Basin. 

 

Primarily the result of the first two Permian Basin acquisitions, the Company’s production increased from 

173,491 Boepd in Q2 2023 to 278,788 Boepd in Q4 2023. 

 

On January 2, 2024, Civitas Resources acquired oil producing assets in the Midland basin in Texas from Vencer 

Energy LLC, the upstream arm of trader Vitol, in a cash and stock deal valued at $2.15 billion. The deal increased its 

Permian basin scale and balanced the portfolio between premium Permian basin and Denver-Julesburg (DJ) basin 

positions. The deal with Vencer added about 44,000 net acres in the Midland basin across five counties with current 

production of about 62,000 boe/d (50% oil).   

 

With the deal, Civitas gained an estimated 400 gross development drilling locations primarily in the Spraberry and 

Wolfcamp formations. Some 40% of the new locations have an estimated IRR of more than 40% at $70/bbl WTI, 

according to the operator. Civitas now holds more than 1,200 high-quality oil development locations in the Permian 

basin. In 2024, Civitas expects to run four rigs in the Midland basin, two in the Delaware basin, and two in the DJ 

basin. With the added assets, Civitas expects its 2024 total company production will be 325,000–345,000 boe/d and 

total capital expenditures will be $1.95–2.25 billion. 

   

My Fair Value Estimate for CIVI is $108.00/share 
Compare to TipRank’s Price Target of $96.80 

 
Disclosure: I have a long position in CIVI. 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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Company Overview  

 

Civitas Resources, Inc. is focused on developing and producing crude oil, natural gas and natural gas liquids in 

Colorado's Denver-Julesburg (DJ Basin) and Permian Basin.  

 

The Company operates on about 566,000 net acres with a production base of roughly 320,000 barrels of oil equivalent 

per day (~48% crude oil and ~72% liquids) as of the date of this report. Civitas is committed to pursuing compelling 

economic returns and cash flow while delivering best-in-class cost leadership and capital efficiency. Civitas employs 

leading ESG practices and is Colorado’s first carbon neutral oil and gas producer. The Company is dedicated to safety, 

environmental responsibility, and implementing industry leading practices to create a positive local impact.  

 

Production guidance for 2024 is 325,000 to 345,000 Boepd with 155,000 to 165,000 barrels of oil per day. 
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Fourth Quarter 2023 Highlights 

 

• Net income of $303 million and Adjusted EBITDAX of $763 million  

• Net cash provided by operating activities of $843 million and free cash flow of $215 million  

• Fixed-plus-variable dividend, to be paid in March 2024, of $1.45 per share  

• Average sales of 279 thousand barrels of crude oil equivalent per day (“MBoe/d”), of which 47% was crude oil. 

DJ Basin production averaged 173 MBoe/d and Permian Basin production averaged 106 MBoe/d  

• Divested $85 million of non-core DJ Basin acreage, primarily non-operated with minimal production; remain 

on-track to achieve $300 million divestment target by mid-year 2024  

• Cash on hand at the end of the year of $1.1 billion includes proceeds from the Company's $1 billion senior 

notes issued in support of its financing for the Vencer Energy acquisition, which closed in January 2024 

 

 

 
 

Fourth Quarter 2023 Highlights 

 

• Added significant scale and diversified the Company's asset base by acquiring approximately $7 billion in 

Permian Basin assets  

o Combined, the transactions added approximately 160 MBoe/d of production, 112,000 net acres and 

1,200 high-value development locations through the acquisitions of Tap Rock Resources, LLC, 

Hibernia Energy III, LLC and Vencer  
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• Met all key deliverables under the Company's 2023 business plan, delivering full-year production and capital 

investments within guidance  

 

• Returned approximately $1 billion to shareholders through base and variable dividends, along with share 

repurchases, representing more than 16% of the Company's current market capitalization  

 

• Reduced Civitas' total recordable incident rate in the DJ Basin by 4% as compared to 2022, while decreasing 

the occurrence of operated spills by 43%   

 

  
 

 

“Civitas is a remarkably different company today. As our DJ Basin asset continues to outperform, we were 

successful in strategically expanding our portfolio over the last year by capturing accretive acquisitions that 

provide us with important scale and diversification in another world-class unconventional basin, the Permian. 

With a lengthened runway of high-return development opportunities, we are better positioned today to create 

sustainable, long-term value for our shareholders. Our 2024 outlook builds on the momentum we created over 

the last year as our premier asset base provides us with more flexibility in our capital allocation and higher 

certainty in our outcomes. Our focus in 2024 is clear: maximize free cash flow, return cash to owners, and 

maintain our strong balance sheet," – Chris Doyle, CEO. 
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Fourth Quarter 2023 Financial and Operating Results 
 

• Crude oil, natural gas, and natural gas liquids ("NGL") sales for the fourth quarter of 2023 were $1.1 billion, up 

9% from the third quarter of 2023. The increase was primarily related to 18% higher sales volumes, partially 

offset by 8% lower realized commodity pricing. Crude oil accounted for 83% of total revenue for the fourth 

quarter 2023.  
 

• As compared to the third quarter of 2023, DJ Basin sales volumes were up nearly 3% and Permian Basin 

volumes were higher by 58%. Fourth quarter 2023 Permian Basin sales volumes included a full quarter of 

production from the Tap Rock and Hibernia assets as compared to only two months included in the third quarter 

of 2023. Fourth quarter 2023 Permian Basin production was impacted by downtime primarily associated with 

facility upgrades in the Delaware, a higher oil-cut area of production for Civitas. Excluding this downtime, fourth 

quarter Permian Basin volumes would have been approximately 112 MBoe/d. The upgrades have been 

completed and the Company's Permian Basin December 2023 production averaged 120 MBoe/d, 50% of which 

was crude oil (does not include volumes from the Vencer transaction which closed in January 2024).  
 

• In the fourth quarter of 2023, differentials for the Company's crude oil and natural gas sales volumes averaged 

negative $0.98 per barrel and negative $0.92 per Mcf, respectively. As compared to the third quarter of 2023, 

the Company's crude oil differential improved and its natural gas differential weakened primarily as a result of 

increased Civitas Resources, Inc. 3 exposure to Midland oil pricing and Waha natural gas pricing. NGL 

realizations per barrel represented 23% of West Texas Intermediate crude oil in the fourth quarter 2023 and 

were impacted by, amongst other factors, certain Permian Basin gathering, transportation, and processing 

("GTP") costs recorded as a reduction to revenues instead of as operating expenses, based on contractual 

sales point. 
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The following table presents crude oil, natural gas, and NGL sales volumes by operating region as well as consolidated 

average sales prices for the periods presented: 

 

 
  

 

• Capital expenditures for the fourth quarter totaled $470 million, bringing full-year 2023 capital expenditures to 

$1,365 million. DJ Basin capital expenditures represented 40% of fourth quarter capital expenditures, with the 

Permian Basin accounting for the remaining 60%. In the Permian Basin, the Company drilled, completed, and 

turned to sales 27 gross (19.9 net), 25 gross (21.8 net), and 48 gross (41.7 net) operated wells, respectively, 

during the fourth quarter of 2023. In the DJ Basin, the Company drilled, completed, and turned to sales 22 

gross (18.3 net), 21 gross (20.0 net), and 38 gross (30.4 net) operated wells, respectively, during the fourth 

quarter of 2023.  
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• Total cash operating expense per Boe, including lease operating expense, GTP, midstream operating 

expense, as well as cash general and administrative (a non-GAAP measure), for the fourth quarter of 2023 

was $9.58, lower than anticipated based on certain Permian Basin GTP costs being recorded as a reduction 

to revenues instead of as an operating expense.  

 

• During the fourth quarter of 2023, the Company recorded a $30 million current tax benefit as the result of 

elections made and additional tax benefits recognized on the 2022 income tax returns. The majority of the 

benefit was received as cash in the fourth quarter, with the remainder received in early 2024.  
 

• As a result of the multiple Permian Basin transactions executed in 2023, the Company recorded $24 million of 

transaction costs in the fourth quarter of 2023. 
 

 

Dividend to be Paid in March 
 

• The Company's Board of Directors approved a quarterly dividend of $1.45 per share, payable on March 28, 

2024 to shareholders of record as of March 15, 2024. The amount reflects the combination of the base dividend 

of $0.50 per share and a variable dividend of $0.95 per share.  
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2023 Proved Reserves and Costs Incurred 
 

• At December 31, 2023, the Company had proved reserves of 698 million Boe, a 68% increase from year-end 

2022 reserves. The increase from 2022 was primarily driven by the addition of Permian Basin reserves 

associated with the Tap Rock and Hibernia acquisitions. Proved reserves at year-end 2023 do not include 

volumes from the Vencer acquisition that closed in January 2024.  
 

• The Company's year-end 2023 proved reserves were comprised of 273 million barrels of crude oil, 1,320 billion 

cubic feet of natural gas, and 205 million barrels of NGL. 78% of the total proved reserves are proved 

developed. The Company's proved reserves PV-10, utilizing Securities and Exchange Commission ("SEC") 

pricing, was $9.4 billion.  
 

• Civitas' independent reserve engineering firm, Ryder Scott Company, LP., completed its estimate of the 

Company's year-end 2023 proved reserves in accordance with SEC guidelines using pricing of $78.22 per 

barrel for crude oil and $2.64 per million British Thermal Units for natural gas, which is down 16% and 58%, 

respectively from the prices used to determine year-end 2022 proved reserves. Please see Schedule 8 at the 

end of this release for information on SEC pricing and a reconciliation of PV-10 to the GAAP figure 

“Standardized Measure of Oil and Gas.”  
 

A breakout of the Company's costs incurred are provided in the table below: 
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2023 Proved Reserves and Costs Incurred 

 
 

 

2024 Outlook Optimized 

 

• The Company maintained its previously-provided 2024 production guidance and decreased its estimated 2024 

capital expenditures by $150 million. The improvement in capital efficiency is primarily driven by optimized 

activity levels, enhanced well productivity, and reduced cycle times. Approximately 60% of total investments 

are planned to be allocated to the Permian Basin, with the remainder to the DJ Basin. 

 

• The Company expects to drill and complete 130 to 150 gross wells in the Permian Basin and 90 to 110 gross 

wells in the DJ Basin. The majority of activity in the DJ Basin will be focused in the Watkins area, which is 

benefiting from higher well productivity.  

 

• Capital expenditures and activity levels will be more weighted to the first half of the year, and production 

volumes are expected to increase modestly through the year.  

 
The following table provides guidance for key items in 2024: 
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Hedging Position 
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