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EPG Commentary by Dan Steffens 

Civitas Resources, Inc. (NYSE: CIVI) is a large-cap upstream 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 12-month’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. During the nine months that ended September 30, 2024 Civitas paid cash dividends of $4.47 per 

share.  For the 4th quarter, the Company’s BOD decided to only pay the base dividend of $0.50 per share and use the 

variable portion for debt repayment and stock buybacks.  Over time stock buybacks increase per share valuations. 

 

 
 

My Fair Value Estimate for CIVI is $93.00/share 
Compare to TipRank’s Price Target of $74.13 

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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TipRanks: “In the last 3 months, 9 ranked analysts set 12-month price targets for CIVI. The average price target 

among the analysts is $74.13. 
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Vencer Energy Acquisition closed January 2, 2024 
 

Civitas’ acquisition of certain oil and gas assets in the Permian Basin from Vencer Energy, LLC, a Vitol investment, 

closed on January 2, 2024, in exchange for approximately 7.2 million shares of Civitas stock along with $1.55 billion 

in cash ($1 billion paid at closing and a remaining $550 million payable on January 3, 2025).  

 

The deal increased the Company’s 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 335,000–345,000 boe/d 

and total capital expenditures will be $1.85 – $1.95 billion.  

 

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

173,491 Boepd in Q2 2023 to 335,500 Boepd in Q4 2023. The Company’s production was 348,120 

Boepd in Q3 2024 and is now forecast to be up ~62.5% year-over-year in 2024. 

 

On May 2, 2024, Civitas announced the execution of a definitive agreement to repurchase approximately 1.04 million 

shares of its common stock from Vitol at a price of $72.00 per share, totaling $75 million. Along with other open market 

stock purchases since the first of the year, the repurchase brings Vitol’s current equity position in Civitas to less than 

2% of Civitas’ outstanding shares. 

 

Combined with share repurchases in the first quarter of 2024, Civitas has now bought back $142 million worth of its 

shares (2.07 million shares at an average price of $68.56) year-to-date. Following the completion of the transaction, 

Civitas’ remaining share repurchase authorization will be approximately $338 million through the end of 2024.  

 

In addition to the share repurchases, Civitas has agreed to pay $75 million of its $550 million deferred payment 

obligation to Vitol prior to the due date. Of this amount, the Company paid $37.5 million in May 2024 and plans an 

additional $37.5 million in July 2024. The remaining $475 million will remain payable to Vitol on or before January 3, 

2025. 

 

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 
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its affiliates. Following the transaction, NGP no longer owns 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 for a company with a solid balance sheet and lots of “Running Room” in two core areas.  

 

    
 

 

  

 

Company Overview  

Civitas Resources, Inc. is an independent exploration and production company focused on the acquisition, 

development, and production of crude oil and associated liquids-rich natural gas primarily in the DJ Basin in Colorado 

and the Permian Basin in Texas and New Mexico. Its primary objective is to maximize stockholder returns by 

responsibly developing its crude oil and natural gas resources. To achieve this, Civitas is guided by four foundational 

pillars that it believes will add long-term, sustainable value. These pillars are: generate Free Cash Flow, maintain a 

premier balance sheet, return cash to stockholders, and demonstrate ESG leadership. 
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Operations & Reserves 

 

 
 

Civitas’ operations are concentrated in the DJ Basin and Permian Basin. The following table summarizes estimated 

proved reserves, net sales volumes, and costs incurred for the year ended December 31, 2023 for these areas: 
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Total proved reserves as of December 31, 2023 increased 68% from December 31, 2022. Average daily equivalent 

sales volumes increased 61% for the combination of the year ended December 31, 2023 for the DJ Basin and the 

period between the closing of the Hibernia Acquisition and the Tap Rock Acquisition on August 2, 2023 and December 

31, 2023, compared with the year ended December 31, 2022, primarily as a result of the Hibernia Acquisition and the 

Tap Rock Acquisition.  

 

The table below sets forth information regarding Civitas’ estimated proved reserves by category and operating region 

as of December 31, 2023: 

 

 

 

Key Third Quarter 2024 Results 
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Third Quarter 2024 Additional Highlights 

 

• Return of capital totaled $227 million, including $149 million in dividends (second quarter dividend paid in 

September) and $78 million in share repurchases. Rather than declaring a third quarter variable dividend, the 

Company has allocated 100% of its third quarter variable return of capital to share repurchases. 

• Reduced total debt (inclusive of deferred Vencer acquisition payment) with cash payments of $88 million. 

Financial liquidity at the end of the third quarter totaled more than $1.4 billion, comprised of cash on hand and 

available borrowing capacity under the Company's credit facility. 

• Fourth quarter oil volumes are anticipated to increase 3% from the third quarter, with October 2024 oil 

production averaging 165 MBbl/d. 

• Average two-mile Midland Basin Wolfcamp A/B well costs (drilling, completion and equipment) have been 

reduced to $740 per lateral foot, a 13% decrease from the beginning of the year. 

• Commenced production on 16 Wolfcamp D wells in the Midland Basin year-to-date, with higher than anticipated 

productivity. These results expand the economic competitiveness of the Wolfcamp D across Civitas' acreage 

position. 

• Running Room: Year-to-date, the Company has added more than 75 gross locations in the Delaware and 

Midland Basins through multiple "ground game" transactions. In addition, via several land trades and acreage 

swaps, Civitas has significantly extended lateral footage on near-term core developments in the Permian 

Basin. 

• Four-mile laterals in the DJ Basin are performing above expectation, with the Blue 4AH well producing a state-

record 165 thousand barrels of oil in its initial 90 days (~1,833 BOPD). 

• Received approval by Colorado’s Energy and Carbon Management Commission of the Lowry Ranch 

Comprehensive Area Plan within the Watkins development area of the DJ Basin. 

 
 

“We’ve accomplished great things in 2024, including rapidly integrating new assets, 

delivering sustainable capital efficiency gains, proving up new zones for future 

development, and capturing additional inventory that expands our runway of high-return 

opportunities… Our Board's recent action to further prioritize the balance sheet and share 

repurchases was well-timed, and we have been aggressively repurchasing our stock, 

while also reducing debt. As we look to 2025, we are focused on generating significant 

free cash flow, reducing leverage, and returning capital to shareholders. Our high-quality 

assets, with positions of scale in the lowest-cost oil basins in the U.S, strong capital 

discipline, and top-tier execution, position us well to create value in 2025 and beyond.” – 

M. Christohper Doyle,  President and CEO 
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Third Quarter 2024 Financial and Operating Results 

Crude oil, natural gas, and natural gas liquids sales for the third quarter of 2024 were $1.3 billion, with crude oil 

representing 87% of total revenue. 

 

Sales volumes increased quarter over quarter to 348 MBoe/d, with increases in both the Permian and DJ Basins. Oil 

volumes were approximately 3% higher sequentially (adjusted for previously-announced non-core divestments), 

primarily due to new wells commencing production in the period. Third quarter oil volumes were impacted 

approximately 2 MBbl/d as a result of temporary third-party facility downtime in the DJ Basin and water takeaway 

constraints in the Permian Basin.  

 

In the third quarter of 2024, differentials for the Company's crude oil and natural gas averaged a premium of $0.42 per 

barrel and a reduction of $1.98 per thousand cubic feet from the respective index prices. Crude oil realizations continue 

to benefit from strong values received for Niobrara-quality oil production in the DJ Basin, as well as higher WTI-Midland 

pricing. Natural gas differentials remained weak for Permian Waha basis, and the Company's NGL realizations 

averaged 26% of WTI crude oil in the third quarter of 2024. 

 

“Increasing natural gas price realizations should significantly increase revenues in 2025.” – Dan Steffens 
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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: 

 

 
 

Realized hedging gains totaled $18 million for the third quarter of 2024, comprised of a $29 million gain from natural 

gas index and Waha basis swaps and an $11 million loss from crude oil hedges. The Company has added a number 

of new 2025 oil hedges, as well as new gas hedges (including basis swaps) for 2025 and 2026. An updated listing of 

derivative positions can be found in the Company's supplemental earnings materials posted on the Company's 

website.  See page 14 below for list of hedges. 
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Total cash operating expense, including lease operating expense, gathering, transportation and processing expenses, 

midstream operating expense, as well as cash general and administrative (a non-GAAP measure), for the third quarter 

of 2024 was $9.32 per BOE, in line with expectations. Severance and ad valorem tax expenses were lower than 

anticipated as a result of a refinement in rates in the taxing districts where the Company operates.  

 

Depreciation, depletion and amortization was $16.36 per BOE for the third quarter, lower than the second quarter of 

2024, primarily as a result of timing differences between the recording of capital investments and reserve additions.  

 

Interest expense of $118 million, which includes amortization on the remaining deferred Vencer acquisition payment, 

was in line with expectation. The Company's effective tax rate for the quarter was 24%, with all of the amount deferred. 
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Third Quarter Efficiency Gains Driving Accelerated Activity 

 

Capital expenditures for the third quarter totaled $438 million, above expectation as a result of continued efficiency 

gains delivering accelerated drilling and completion activity, as well as accelerated facility spend for upcoming large 

pads in both basins. During the third quarter, the Company drilled, completed, and turned to sales 26, 19, and 30 

gross operated wells (24, 17, and 28 net), respectively, in the Permian Basin, and 14, 29, and 40 gross operated wells 

(13, 26, and 34 net), respectively, in the DJ Basin. The Company's average completed lateral length during the quarter 

was approximately 2 miles. The following table presents capital expenditures by operating region: 
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Return of Capital Focused on Share Buybacks and Debt Reduction 

 

In July 2024, the Company's Board of Directors enhanced Civitas' shareholder return program to add flexibility in the 

way it returns capital to shareholders and to further advance the Company's balance sheet initiatives. The Company's 

base dividend of $0.50 per share quarterly was unchanged, with 50% of free cash flow after the base dividend to be 

allocated to share buybacks and/or variable dividends, and the remaining 50% to be allocated to the balance sheet. 

 

Based on average quarterly free cash flow over the prior 12 months, the Company's third quarter variable return of 

capital was determined to be $104 million. During the third quarter, Civitas repurchased approximately 1.3 million of 

its outstanding shares for $78 million, with the remaining $26 million (0.5 million shares) repurchased in October in 

place of paying a third quarter variable dividend. From the beginning of 2023 through the Company's third quarter 

return of capital, Civitas has repurchased $616 million of its shares and paid over $1.1 billion in dividends, totaling a 

combined return to shareholders of approximately 32% of the Company's current market capitalization. 

 

In addition, Civitas paid $37.5 million toward its remaining deferred Vencer acquisition payment during the third quarter 

and reduced borrowings on its revolving credit facility by $50 million. 
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Fourth Quarter Outlook Highlights Oil Volume and Free Cash Flow Increase 

 

Fourth quarter 2024 sales volumes are expected between 347 and 353 MBoe/d, and oil volumes are anticipated in a 

range of 162 to 166 MBbl/d, reflecting an increase in the DJ Basin and a decline in the Permian Basin. The DJ Basin 

increase is anticipated to benefit from Watkins production uplifts, and the Permian Basin decline reflects few new wells 

commencing production in the final quarter of the year. 

 

Capital expenditures in the fourth quarter are anticipated to be $245 to $295 million, as the Company anticipates 

running 4 drilling rigs (3 Permian, 1 DJ) and 1.5 completion crews (1 Permian, 0.5 DJ) on average during the period. 

The Company's free cash flow generated in the fourth quarter is anticipated to be its highest quarter for the 

year, which will further benefit shareholder returns and debt reduction. 

 

 
 

   

  



 

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. 

 

Civitas Resources, Inc. 

December 10, 2024 

Hedging Position 
 

Civitas periodically enters into commodity derivative contracts to mitigate a portion of its exposure to potentially 

adverse market changes in commodity prices for its expected future crude oil and natural gas production and the 

associated impact on cash flows. Civitas’ commodity derivative contracts consist of swaps, collars, basis protection 

swaps, and puts. As of September 30, 2024, all derivative counterparties were members of the Credit Facility lender 

group, and all commodity derivative contracts are entered into for other-than-trading purposes. Civitas does not 

designate its commodity derivative contracts as hedging instruments. 

 

A typical swap arrangement guarantees a fixed price on contracted volumes. If the agreed upon published third-party 

index price is lower than the fixed contract price at the time of settlement, Civitas receives the difference between the 

index price and the fixed contract price. If the index price is higher than the fixed contact price at the time of settlement, 

Civitas pays the difference between the index price and the fixed contract price. 

 

A typical collar arrangement establishes a floor and ceiling price on contracted volumes through the use of a short call 

and a long put. When the index price is above the ceiling price at the time of settlement, Civitas pays the difference 

between the index price and the ceiling price. When the index price is below the floor price at the time of settlement, 

Civitas receives the difference between the index price and floor price. When the index price is between the floor price 

and ceiling price, no payment or receipt occurs. 

 

Basis protection swaps are arrangements that guarantee a price differential from a specified delivery point. For basis 

protection swaps, Civitas receives a payment from the counterparty if the price differential is greater than the stated 

terms of the contract and pays the counterparty if the price differential is less than the stated terms of the contract. 

 

A put arrangement gives Civitas the right to sell the underlying commodity at a strike price over the term of the contract. 

If the index price is higher than the strike price, no payment or receipt occurs. If the index price is lower than the strike 

price, Civitas receives the difference between the index price and the strike price. 

 

As of September 30, 2024, Civitas had entered into the following commodity price derivative contracts: 

 
Oil Hedge Position 
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Natural Gas Hedge Position 
 

 
 
Subsequent to September 30, 2024 and as of November 1, 2024, Civitas had entered into the following commodity 

price derivative contracts: 
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Net Income and Cash Flow Forecast Model 
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