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EPG Commentary by Dan Steffens 

Viper Energy, Inc. (NASDAQ: VNOM) is one of the Minerals / Royalties 

companies in our High Yield Income Portfolio. The share price is up 

~74% YTD.   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. Diamondback’s aggressive drilling program 

drives double digit annual production growth for Viper. 

 

Based on my forecast, Viper’s “Base + Variable” dividends should be ~$3.12/share in 2025. 

 

My Fair Value Estimate for VNOM is $57.00/share 
Compared to TipRank’s Price Target of $54.54 

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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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.  60 rigs are currently drilling on Viper’s minerals. 

 

Effective November 13, 2023, Viper Energy Partners LP converted from a publicly traded Delaware limited partnership 

to a Delaware corporation pursuant to a plan of conversion and changed names from Viper Energy Partners LP to 

Viper Energy, Inc. There were no tax impacts resulting from the conversion as Viper Energy Partners LP was treated 

as a corporation for tax purposes. 

 

The Company is a publicly traded Delaware corporation focused on owning and acquiring mineral interests and royalty 

interests in oil and natural gas properties primarily in the Permian Basin. 

 

Prior to March 8, 2024, the Company was a “controlled company” under the rules of the Nasdaq Stock Market LLC. 

On March 8, 2024, Viper’s parent, Diamondback, completed an underwritten public offering in which it sold 

approximately 13.2 million shares of the Company’s Class A Common Stock. Following the Offering, Diamondback 

owned no shares of the Company’s Class A Common Stock and owned 85,431,453 shares of the Company’s Class 

B Common Stock, reducing its beneficial ownership to approximately 48% of the Company’s total Common Stock 

outstanding. As such, the Company ceased to be a “controlled company” under the Nasdaq Rules. Prior to the 

Offering, the Company’s board of directors had a majority of independent directors and a standing audit committee 

comprised of all independent directors but had elected to take advantage of certain exemptions from corporate 

governance requirements applicable to controlled companies under the Nasdaq Rules and, until March 8, 2024, did 

not have a compensation committee or a committee of independent directors that selects director nominees. 

 

Effective as of March 8, 2024, the Company’s board of directors formed (i) the compensation committee for purposes 

of making certain executive and other compensation decisions and (ii) the nominating and corporate governance 

committee for purposes of making certain nominating and corporate governance decisions, with each such 

committee’s rights and obligations being subject to the terms and conditions of (x) Viper’s certificate of incorporation, 

(y) such committee’s charter as adopted by the board and (z) the Services and Secondment Agreement, dated as of 

November 2, 2023, pursuant to which Diamondback provides personnel and general and administrative services to 

Viper, including the services of the executive officers and other employees, substantially in the same manner as those 

provided to Viper by the former General Partner prior to the Conversion. 

 

As of September 30, 2024, Diamondback beneficially owned approximately 45% of the Company’s total Common 

Stock outstanding. 
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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 
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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, similar to Diamondback’s acquisition of certain assets from Guidon Operating LLC 

and Viper’s acquisition of certain mineral and royalty interests from Swallowtail Royalties LLC and Swallowtail 

Royalties II LLC in October 2021, which Viper refers to in this report as the Swallowtail Acquisition. 

• 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 limited partner interests in Viper. However, neither Diamondback nor any of 

its affiliates are contractually obligated to offer or sell any interests in properties to Viper. 

• 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  
 
Drop Down Transaction 

On March 8, 2023, Viper completed the acquisition of certain mineral and royalty interests from subsidiaries of 

Diamondback for approximately $74.5 million in cash, including customary post-closing adjustments for net title 

benefits. The mineral and royalty interests acquired in the Drop Down represent approximately 660 net royalty acres 

in Ward County in the Southern Delaware Basin, 100% of which are operated by Diamondback, and have an average 

net royalty interest of approximately 7.2% and current production of approximately 300 BO/d. Viper funded the Drop 

Down through a combination of cash on hand and borrowings under the Viper Energy Partners LLC’s revolving credit 
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facility. The Drop Down was accounted for as a transaction between entities under common control with the properties 

acquired recorded at Diamondback’s historical carrying value in the Viper’s condensed consolidated balance sheet. 

The historical carrying value of the properties approximated the Drop-Down purchase price. 

 

 
 

GRP Acquisition 

On November 1, 2023, Viper and the Viper Energy Partners LLC acquired certain mineral and royalty interests from 

Royalty Asset Holdings, LP, Royalty Asset Holdings II, LP and Saxum Asset Holdings, LP pursuant to a definitive 

purchase and sale agreement for approximately 9.02 million common units and $750.0 million in cash, subject to 

customary post-closing adjustments. The mineral and royalty interests acquired in the Acquisition represent 

approximately 4,600 net royalty acres in the Permian Basin, plus approximately 2,700 additional net royalty acres in 

other major basins. The cash consideration for the Acquisition was funded through a combination of cash on hand 

and held in escrow, borrowings under the Viper Energy Partners LLC’s revolving credit facility, proceeds from the 

2031 Notes Offering and proceeds from the $200.0 million common unit issuance to Diamondback. Following the 
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completion of the Acquisition, Diamondback beneficially owned approximately 56% of Viper’s total limited partner units 

outstanding. On March 8, 2024 Diamondback’s equity ownership in Viper declined to approximately 48%. 

 

 
 

Q3 2024 Acquisitions 

On September 3, 2024, the Company and the Operating Company acquired all of the issued and outstanding equity  

interests in Tumbleweed-Q Royalties, LLC, pursuant to a definitive purchase and sale agreement for consideration 

consisting of (i) approximately $113.6 million in cash, subject to transaction costs and customary post-closing 

adjustments, and (ii) contingent cash consideration of up to $5.4 million, payable in January of 2026, based on the 

average price of WTI sweet crude oil prompt month futures contracts for the calendar year 2025. The contingent cash 

consideration payment will be (i) $2.2 million if the WTI 2025 Average is between $60.00 and $65.00, (ii) $3.2 million 

if the WTI 2025 Average is between $65.00 and $75.00, or (iii) $5.4 million if the WTI 2025 Average is greater than 

$75.00. The Company recorded the contingent cash consideration at its fair value of $2.9 million on the Q Closing 

Date. The mineral and royalty interests acquired in the Q Acquisition represent approximately 406 net royalty acres 

located primarily in the Permian Basin. The Company funded the cash consideration, and intends to fund the 

contingent cash consideration, for the Q Acquisition through a combination of cash on hand and borrowings under the 

Operating Company’s revolving credit facility. 
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Bolt-on Acquisition 

On September 3, 2024, the Company and the Operating Company also acquired all of the issued and outstanding 

equity interests in MC TWR Royalties, LP and MC TWR Intermediate, LLC, pursuant to a definitive purchase and sale 

agreement for consideration consisting of (i) approximately $75.8 million in cash, subject to transaction costs and 

customary post-closing adjustments, and (ii) contingent cash consideration of up to $3.6 million, payable in January 

of 2026, based on the WTI 2025 Average. The contingent cash consideration payment will be (i) $1.4 million if the 

WTI 2025 Average is between $60.00 and $65.00, (ii) $2.2 million if the WTI 2025 Average is between $65.00 and 

$75.00, or (iii) $3.6 million if the WTI 2025 Average is greater than $75.00. The Company recorded the contingent 

cash consideration at its fair value of $1.9 million on the M Closing Date. The mineral and royalty interests acquired 

in the M Acquisition represent approximately 267 net royalty acres located primarily in the Permian Basin. The 

Company funded the cash consideration, and intends to fund the contingent cash consideration,  on hand and 

borrowings under the Operating Company’s revolving credit facility. 

 

Other Acquisitions 

During the nine months ended September 30, 2024, the Company acquired, in individually insignificant transactions 

from unrelated third-party sellers, mineral and royalty interests representing 256 net royalty acres in the Permian Basin 

for an aggregate purchase price of approximately $52.0million, subject to customary post-closing adjustments. 

Other Divestitures 

In the second quarter of 2024, the Company divested all of its non-Permian assets for a purchase price of 

approximately $87.2 million, including transaction costs and customary post-closing adjustments. The divested 

properties consisted of approximately 2,713 net royalty acres with current production of approximately 450 BO/d. The 

Company recorded the proceeds as a reduction of its full cost pool with no gain or loss recognized on the sale. 

 
Third Quarter 2024 Highlights 
 

• Q3 2024 average production of 26,978 bo/d (49,370 boe/d), an increase of 2.4% from Q2 2024 

• Q3 2024 consolidated net income (including non-controlling interest) of $109.0 million; net income attributable 

to Viper Energy, Inc. of $48.9 million, or $0.52 per common share 

• Q3 2024 cash available for distribution to Viper’s common shares of $75.4 million, or $0.73 per Class A 

common share 

• Declared Q3 2024 base cash dividend of $0.30 per Class A common share; implies a 2.3% annualized yield 

based on the November 1, 2024, share closing price of $52.16 

• Q3 2024 variable cash dividend of $0.31 per Class A common share; total base-plus-variable dividend of $0.61 

per Class A common share implies a 4.7% annualized yield based on the November 1, 2024, share closing 

price of $52.16 

• Total Q3 2024 return of capital of $62.4 million, or $0.61 per Class A common share, represents 83% of cash 

available for distribution 

• 330 total gross (6.8 net 100% royalty interest) horizontal wells turned to production on Viper’s acreage during 

Q3 2024 with an average lateral length of 11,866 feet 
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• As previously announced, closed acquisition of certain mineral and royalty interest-owning subsidiaries of 

Tumbleweed-Q Royalty Partners, LLC and MC Tumbleweed Royalty, LLC on September 3, 2024; closed 

acquisition of subsidiaries of Tumbleweed Royalty IV, LLC on October 1, 2024  

• Initiating average daily production guidance for Q4 2024 of 29,250 to 29,750 bo/d (52,500 to 53,000 boe/d) 

• Increasing full year 2024 average daily production guidance to 27,000 to 27,250 bo/d (48,750 to 49,250 boe/d) 

 

“The third quarter marked a continuation of Viper delivering on its differentiated strategy and 

value proposition, and was highlighted by both continued organic production growth on our 

legacy asset base and the closing of the Tumbleweed Acquisitions. As we prepare to head into 

2025, we look forward to further delivering on our strategy of consolidating high quality mineral 

and royalty assets through a disciplined and focused approach. 

 

Looking specifically at current operations, activity remains strong across our acreage position 

as represented by the substantial amount of work-in-progress and line-of-sight wells, and we 

continue to benefit from Diamondback’s large scale development of our high concentration 

royalty acreage. We expect our durable production profile, along with our best-in-class cost 

structure, to continue to highlight the advantaged nature of our business model as we can 

maintain our strong free cash flow conversion despite the volatility in commodity prices.” – 

Travis Stice, Chief Executive Officer of Viper’s General Partner 

 

Operations Update 
 
During the third quarter of 2024, Viper estimates that 330 gross (6.8 net 100% royalty interest) horizontal wells with 

an average royalty interest of 2.1% were turned to production on its acreage position with an average lateral length of 

11,866 feet. Of these 330 gross wells, Diamondback is the operator of 81 gross wells, with an average royalty interest 

of 5.1%, and the remaining 249 gross wells, with an average royalty interest of 1.1%, are operated by third parties. 

 

Viper’s footprint of mineral and royalty interests was 32,567 net royalty acres as of September 30, 2024. Giving effect 

to the closing of the TWR IV acquisition on October 1, 2024, Viper’s pro forma acreage position was approximately 

35,634 net royalty acres, of which Diamondback operated approximately 19,227 net royalty acres. 
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The 803 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 60 gross rigs operating on Viper’s acreage, seven of which 

are operated by Diamondback. The 1,125 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 third quarter 2024 average unhedged realized prices were $75.24 per barrel of oil, $0.13 per Mcf of natural 

gas and $19.89 per barrel of natural gas liquids, resulting in a total equivalent realized price of $45.83/boe. 

 

Viper’s third quarter 2024 average hedged realized prices were $74.27 per barrel of oil, $0.56 per Mcf of natural gas 

and $19.89 per barrel of natural gas liquids, resulting in a total equivalent realized price of $45.87/boe. 

 

During the third quarter of 2024, the Company recorded total operating income of $209.6 million and consolidated net 

income (including non-controlling interest) of $109.0 million. 

 

 
 

As of September 30, 2024, the Company had a cash balance of $168.6 million and total long-term debt outstanding 

(excluding debt issuance costs, discounts and premiums) of $830.4 million, resulting in net debt of $661.7 million. 

Viper’s outstanding long-term debt as of September 30, 2024 consisted of $430.4 million in aggregate principal amount 
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of its 5.375% Senior Notes due 2027, $400.0 million in aggregate principal amount of its 7.375% Senior Notes due 

2031 and no borrowings on its revolving credit facility, leaving $850.0 million available for future borrowings and $1.0 

billion of total liquidity. 

 

Giving effect to the closing of the TWR IV acquisition on October 1, 2024 and the funding of the cash consideration of 

$458.9 million (of which $43.1 million had previously been paid into escrow, and the remainder was funded at closing 

with net proceeds from the underwritten public equity offering of Class A common stock that was completed on 

September 13, 2024, cash on hand, and borrowings under the revolving credit facility), pro forma net debt as of 

October 1, 2024 was approximately $1.1 billion. 
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Third Quarter 2024 Cash Distribution & Capital Return Program 
 

Viper announced that the Board of Directors of Viper Energy, Inc., declared a base dividend of $0.30 per Class A 

common share for the third quarter of 2024 payable on November 21, 2024 to Class A common shareholders of record 

at the close of business on November 14, 2024. 

 

The Board also declared a variable cash dividend of $0.31 per Class A common share for the third quarter of 2024 

payable on November 21, 2024 to Class A common shareholders of record at the close of business on November 14, 

2024. 

 

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, 2023. Reference prices of $78.22 per barrel of oil and natural gas liquids and $2.64 per MMbtu 

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

Realized prices with applicable differentials were $77.93 per barrel of oil, $1.54 per Mcf of natural gas and $23.79 per 

barrel of natural gas liquids. 

Proved reserves at year-end 2023 of 179,249 Mboe (89,903 Mbo) represent a 20% increase over year-end 2022 

reserves. The year-end 2023 proved reserves have a PV-10 value of approximately $3.6 billion and a standardized 

measure of discounted future net cash flows of $3.2 billion. 

Proved developed reserves increased by 34% year over year to 143,371 Mboe (69,043 Mbo) as of December 31, 

2023, reflecting continued horizontal development by the operators of Viper’s acreage. 

Net proved reserve additions of 44,673 Mboe resulted in a reserve replacement ratio of 312% (defined as the sum of 

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

replacement ratio was 179% (defined as the sum of extensions, discoveries and revisions, divided by annual 

production). 

Extensions and discoveries of 25,558 Mboe are primarily attributable to the drilling of 904 new wells and from 179 

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

138 Mboe consist of positive revisions of 5,688 MBOE primarily attributable to performance revisions which were 

largely offset by PUD downgrades of 5,548 MBOE. The purchase of reserves in place of 18,977 Mboe resulted 

primarily from the GRP Acquisition and other acquisitions of certain mineral and royalty interests. 
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“Diamondback Energy's "Mega Merger" with Endeavor Energy (private company) that is expected to close 
in Q4 will have a BIG positive impact on Viper Energy (VNOM) because Diamondback is expected to drop 
down the minerals owned by Endeavor into Viper. Endeavor owns a lot of minerals and Diamondback's 
aggressive drilling program will be increasing production on their minerals.” – Dan Steffens  
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Viper Guidance 

Below is Viper’s updated guidance for the full year 2024, as well as production guidance for Q4 2024. 
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