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Item 2.01 Completion of Acquisition or Disposition of Assets.
 

The information set forth in Item 8.01 below regarding the Drop-Down Acquisition (as defined therein) is incorporated herein by reference.
 
Item 7.01 Regulation FD Disclosure.
 

On October 7, 2019, Viper Energy Partners LP (the “Partnership”), a subsidiary of Diamondback Energy, Inc. (“Diamondback”), issued a press
release providing an operational update (the “Operational Press Release”). A copy of the Operational Press Release is furnished as Exhibit 99.1 to this Current
Report on Form 8-K.

 
In accordance with General Instruction B.2 of Form 8-K, the information furnished under Item 7.01 of this Current Report on Form 8-K, including

Exhibit 99.1, is deemed to be “furnished” and shall not be deemed “filed” for the purpose of Section 18 of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall such information and Exhibits be deemed incorporated by reference into
any filing under the Securities Act or the Exchange Act.
 
Item 8.01. Other Events.
 
Notes Offering
 

On October 7, 2019, the Partnership issued a press release announcing that it proposes to offer, subject to market conditions and other factors, $400.0
million aggregate principal amount of its Senior Notes due 2027 (the “Notes”). The Notes will be offered to qualified institutional buyers pursuant to Rule
144A under the Securities Act of 1933, as amended (the “Securities Act”), and to certain non-U.S. persons in accordance with Regulation S under the
Securities Act (the “Notes Offering”). The Partnership intends to loan the proceeds from the Notes Offering to Viper Energy Partners LLC (the “Operating
Company”). The Operating Company will use the proceeds from the Notes Offering to repay outstanding borrowings under its revolving credit facility. A
copy of the press release is attached hereto as Exhibit 99.2 and is incorporated herein by reference.

 
The Notes have not been registered under the Securities Act or any state securities laws and may not be offered or sold in the United States absent

registration or an applicable exemption from such registration requirements. The Partnership is under no obligation, and has no intention, to register the Notes
under the Securities Act or any state securities laws in the future. This report is neither an offer to sell nor a solicitation of an offer to buy any of these
securities and shall not constitute an offer, solicitation or sale in any jurisdiction in which such offer, solicitation or sale is unlawful.

 
Recent Acquisitions
 

On October 1, 2019, the Partnership completed the acquisition of certain mineral and royalty interests from subsidiaries of Diamondback for
approximately 18.3 million of the Partnership’s newly-issued Class B units, approximately 18.3 million newly-issued units of the Operating Company and
$190.2 million in cash, after giving effect to closing adjustments for net title benefits (the “Drop-Down Acquisition”). Based on the volume weighted average
sales price of the Partnership’s common units for the ten trading-day period ended July 26, 2019 of $30.07, the transaction is valued at $740.2 million. The
mineral and royalty interests acquired in the Drop-Down Acquisition represent approximately 5,490 net royalty acres across the Midland and Delaware
Basins, of which over 95% are operated by Diamondback, and have an average net royalty interest of approximately 3.2% (the “Drop-Down Assets”). The
Drop-Down Assets are concentrated in Diamondback’s six core operating areas, with the largest exposure to Spanish Trail North, where Diamondback is
currently running two rigs, as well as Pecos County, where Diamondback is currently running six rigs. Estimated average daily production from the Drop-
Down Assets was approximately 4,416 BOE/d (70% oil) during the second quarter ended June 30, 2019. The Partnership funded the cash portion of the
purchase price for the Drop-Down Assets through a combination of cash on hand and borrowings under the Operating Company’s revolving credit facility. In
connection with the closing of the Drop-Down Acquisition on October 1, 2019, the borrowing base under the Operating Company’s revolving credit facility
was increased by $125.0 million to $725.0 million from $600.0 million.

 

 



 

 
In addition, during the third quarter of 2019, the Partnership acquired from unrelated third-party sellers mineral interests representing 102,758 gross

(1,272 net royalty) acres in the Permian Basin for an aggregate of approximately $193.6 million, subject to post-closing adjustments. These acquisitions were
funded with cash on hand and borrowings under the Operating Company’s revolving credit facility.

 
As a result of the Drop-Down Acquisition and the other recently completed acquisitions described above (collectively, the “Recent Acquisitions”), as

of October 2, 2019, the Partnership’s assets included mineral interests representing 22,632 net royalty acres primarily in the Permian Basin and the Eagle Ford
Shale, 51% of which are operated by Diamondback, and there were approximately 4,060 existing horizontal wells and approximately 632 active horizontal
well permits for locations on the Partnership’s mineral acreage which had been filed in the last six months. Additionally, operators on the Partnership’s
properties informed the Partnership that there were 71 rigs operating on its mineral acreage. For the quarter ended June 30, 2019, a total of approximately
452.3 MBOE of production was attributable to the assets acquired in the Recent Acquisitions.

 
Pending Santa Elena Acquisition
 

As previously reported, the Partnership and the Operating Company entered into a definitive purchase and sale agreement, on September 9, 2019
(the “Santa Elena Purchase and Sale Agreement”) with Santa Elena Minerals, LP, an unrelated third-party seller (“Santa Elena”), providing for an acquisition
by the Partnership of certain mineral and royalty interests from Santa Elena (the “Pending Santa Elena Acquisition”), which assets will be immediately
contributed by the Partnership to the Operating Company at closing of the Pending Santa Elena Acquisition. The assets being acquired in the Pending Santa
Elena Acquisition represent approximately 1,358 net royalty acres across the Midland Basin, primarily operated by Diamondback in Glasscock and Martin
counties, have an average net royalty interest of approximately 5.6% and had an estimated average daily production of approximately 1,400 BOE/d during the
second quarter ended June 30, 2019 (the “Santa Elena Assets”). The Pending Santa Elena Acquisition is expected to close in the fourth quarter of 2019,
subject to the completion of due diligence and the satisfaction of customary closing conditions, and will have an effective date of October 1, 2019.

 
As also previously reported, at closing, the Partnership will issue to Santa Elena common units representing limited partner interests in the

Partnership as consideration for the Santa Elena Assets, and the Operating Company will issue to the Partnership new units of the Operating Company, in
each case in a number equal to the quotient of (a) $150 million (as adjusted pursuant to the Santa Elena Purchase and Sale Agreement) divided by (b) $29.02,
which represents the volume weighted average sale prices as traded on Nasdaq of the Partnership’s common units calculated for the five trading-day period
ended September 5, 2019. Assuming no adjustments to the purchase price, Santa Elena would receive approximately 5.2 million common units. With respect
to the common units it receives under the Santa Elena Purchase and Sale Agreement, Santa Elena has agreed to waive its right to receive any distributions for
which the record date falls in the fourth quarter of 2019.

 
Estimated Pro Forma Cash Flows and Production
 

After giving pro forma effect to the Recent Acquisitions and the Pending Santa Elena Acquisition as if they had occurred on April 1, 2019, the
Partnership would have had approximately 583.7 MBOE of aggregate incremental production during the quarter ended June 30, 2019. Assuming (i) an
average realized price, (ii) production and ad valorem taxes and (iii) cash general and administrative expense for this additional production equal to the
Partnership’s for the same period ($39.50 per BOE, $2.46 per BOE and $0.70 per BOE, respectively), the Partnership would have realized additional cash
flows from operating activities for the quarter ended June 30, 2019 of approximately $21.2 million attributable to the Recent Acquisitions and the Pending
Santa Elena Acquisition. Our production for the quarter ended September 30, 2019 was 21,265 BOE/D (64% oil). On the same pro forma basis, our estimated
production for the quarter ended September 30, 2019 would have been approximately 27,890 BOE/d (65% oil).

 
Estimated Pro Forma Acreage and Reserves
 

After giving pro forma effect to the Recent Acquisitions and the Pending Santa Elena Acquisition, the Partnership’s mineral interests at June 30,
2019 would have totaled 23,990 net royalty acres primarily in the Permian Basin and the Eagle Ford Shale, 52% of which are operated by Diamondback. As
of September 30, 2019, there were approximately 387 gross horizontal wells in the process of development on our pro forma asset base, in which we expect to
own an average of 2.1% net royalty interest (8.3% net 100% royalty wells).

 

 



 

 
After giving pro forma effect to the Recent Acquisitions and the Pending Santa Elena Acquisition, the Partnership’s estimated proved developed

reserves as of December 31, 2018 would have totaled 37,621 MBbls of oil, 67,801 MMcf of natural gas and 11,333 MBbls of natural gas liquids, for a total of
60,254 MBOE. The Partnership’s estimated proved undeveloped reserves as of December 31, 2018 would have totaled 14,172 MBbls of oil, 14,875 MMcf of
natural gas and 3,738 MBbls of natural gas liquids, for a total of 20,389 MBOE. The Partnership’s estimated net proved reserves as of December 31, 2018
would have totaled 51,793 MBbls of oil, 82,675 MMcf of natural gas and 15,071 MBbls of natural gas liquids, for a total of 80,643 MBOE. These estimates
are based on a reserve report prepared by Ryder Scott as of December 31, 2018 with respect to the Partnership’s year end reserves and with respect to the
Diamondback-operated reserves the Partnership acquired in the Drop-Down Acquisition and will acquire in the Pending Santa Elena Acquisition, each dated
as of December 31, 2018.

 
The pro forma information presented above, including under “Estimated Pro Forma Cash Flows and Production” and “Estimated Pro Forma Acreage

and Reserves” is based solely on the Partnership’s internal evaluation and interpretation of reserve, production and other information provided to the
Partnership by its counterparties in the course of the Partnership’s due diligence with respect to the Recent Acquisitions and the Pending Santa Elena
Acquisition and has not been independently verified or estimated and has not been reviewed by our auditors. These pro forma amounts are based on various
assumptions, including, among others, the level of Diamondback’s (and the Partnership’s other operators’) capital spending, commodity prices, rig
availability, services availability, proppant availability, takeaway capacity as well as other factors. To the extent any of these factors change, such changes
could be material and these estimates may not be or may not have been achieved. The Partnership’s actual operating results and financial condition may differ
and could have differed materially from these estimates, and investors are cautioned not to place undue reliance on such pro forma information.
 
Amendment to the Operating Company’s Revolving Credit Facility

 
In connection with the commencement of the Notes Offering, the Partnership intends to enter into a third amendment to the Operating Company’s

revolving credit facility with Wells Fargo Bank, National Association, or Wells Fargo, as administrative agent, and certain required lenders party thereto,
which will provide for the waiver of the automatic reduction of the borrowing base that would otherwise occur upon the consummation of the Notes Offering.
The Partnership has been informed by Wells Fargo that they believe the amendment will be approved by the requisite percentage of lenders under the
Operating Company’s revolving credit facility. If the amendment is not approved, the borrowing base under the Operating Company’s revolving credit facility
will decrease by $100.0 million upon consummation of the Notes Offering.
 
Forward Looking Statements
 

This Current Report on Form 8-K contains forward-looking statements within the meaning of the federal securities laws. All statements, other than
historical facts, that address activities that the Partnership assumes, plans, expects, believes, intends or anticipates (and other similar expressions) will, should
or may occur in the future are forward-looking statements. The forward-looking statements are based on management’s current beliefs, based on currently
available information, as to the outcome and timing of future events, including specifically the statements regarding the recent and pending acquisitions and
the amendment to the revolving credit facility. These forward-looking statements involve certain risks and uncertainties that could cause the results to differ
materially from those expected by the management of the Partnership. Information concerning these risks and other factors can be found in the Partnership’
filings with the Securities and Exchange Commission, including its Forms 10-K, 10-Q and 8-K and any amendments thereto, which can be obtained free of
charge on the Securities and Exchange Commission’s web site at http://www.sec.gov. The Partnership undertakes no obligation to update or revise any
forward-looking statement.
 

 



 

 
Item 9.01. Financial Statements and Exhibits.
 
(d) Exhibits
 
Number  Exhibit

99.1  Press Release dated October 7, 2019 entitled “Viper Energy Partners LP, a Subsidiary of Diamondback Energy, Inc., Provides Third Quarter 2019
Production and Acquisition Update.”

   
99.2  Press Release dated October 7, 2019 entitled “Viper Energy Partners LP, a subsidiary of Diamondback Energy, Inc., Launches $400 Million

Offering of Senior Notes.”
   
104  Cover Page Interactive Data File – the cover page XBRL tags are embedded within the Inline XBRL document.
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thereunto duly authorized.

 
 
 VIPER ENERGY PARTNERS LP
   
 By:   Viper Energy Partners GP LLC, its general partner    
   
Date: October 7, 2019  By: /s/ Teresa L. Dick
  Name:  Teresa L. Dick
  Title:   Chief Financial Officer, Executive Vice President and Assistant

Secretary  
 

 
 



 
Exhibit 99.1

 

 
VIPER ENERGY PARTNERS LP, A SUBSIDIARY OF DIAMONDBACK ENERGY, INC., PROVIDES
THIRD QUARTER 2019 PRODUCTION AND ACQUISITION UPDATE
  
MIDLAND, Texas, October 7, 2019 (GLOBE NEWSWIRE) -- Viper Energy Partners LP (NASDAQ:VNOM) ("Viper" or the “Partnership”), a subsidiary of
Diamondback Energy, Inc. (NASDAQ:FANG) ("Diamondback"), today provided an update on production and acquisitions for the third quarter of 2019.
 
HIGHLIGHTS
 
• Q3 2019 production of 21,265 boe/d (64% oil), an increase of 9% quarter over quarter
• Closed 25 acquisitions for an aggregate purchase price of approximately $193.6 million in Q3 2019, increasing Viper’s mineral interests by 1,272 net

royalty acres to a total of 17,142 net royalty acres
• On October 1, 2019, closed previously announced drop down transaction (“Drop Down”) from subsidiaries of Diamondback for $740.2 million, including

$190.2 million in cash, after giving effect to closing adjustments for net title benefits; further increases Viper’s mineral interests by 5,490 net royalty acres
versus previously announced expectations of 5,090 net royalty acres

• As previously announced, entered into definitive purchase and sale agreement to acquire 1,358 net royalty acres from Santa Elena Minerals, LP (“Santa
Elena”) in an all-equity transaction valued at $150 million; expected to close in the fourth quarter of 2019

• Pro forma asset base as of October 4, 2019 of 23,990 net royalty acres, after giving effect to the recent acquisitions and the pending acquisition of assets
from Santa Elena, approximately 12,356, or 52%, of which are operated by Diamondback; up 72% and 136% year over year, respectively

• Pro forma Q3 2019 production of 27,890 boe/d (65% oil), assuming all closed and committed acquisitions were owned for the entire quarter
• As of September 30, 2019, there were approximately 387 gross horizontal wells currently in the process of active development on Viper’s pro forma asset

base, in which Viper expects to own an average 2.1% net royalty interest (8.3 net 100% royalty interest wells)
 
“During the third quarter, Viper achieved strong quarter over quarter production growth due to continued organic growth across our asset base, accretive
acquisitions closed in the quarter and concentrated development in Spanish Trail. The acquisitions closed during the third quarter, along with the previously
announced Drop Down and the pending acquisition of assets from Santa Elena, highlight Viper’s unique ability to leverage our scale to aggressively
consolidate the fragmented private minerals market in the Permian Basin. To date in 2019, our acquisition machine has now acquired over 9,000 net royalty
acres for approximately $1.2 billion across more than 100 transactions, and importantly, we have more than doubled our exposure to Diamondback-operated
properties,” stated Travis Stice, Chief Executive Officer of Viper’s general partner.
 

 



 

  
Mr. Stice continued, “In regard to Viper’s organic asset base, production increased 7% quarter over quarter, driven primarily by ten wells turned to production
in Spanish Trail in which Viper owned an average net royalty interest of 22%. Looking ahead, following the closing of the Drop Down and Santa Elena
acquisitions, Diamondback will continue to drive growth on Viper’s properties as a significant portion of Diamondback’s expected 2020 completions will be
wells on Viper’s acreage.”
 
OPERATIONS AND ACQUISITION DETAILS
 
During the third quarter of 2019, Viper acquired 1,272 net royalty acres for an aggregate purchase price of approximately $193.6 million. Additionally, the
Drop Down, which closed on October 1, 2019, and the acquisition from Santa Elena, which is expected to close later during the fourth quarter, will further
increase Viper’s mineral footprint by 6,848 net royalty acres. Viper intends to finance the cash portion of the recent acquisitions with cash on hand and
borrowings under its revolving credit facility.
 
Two notable acquisitions which closed during the third quarter include a $100 million deal for 682 net royalty acres across the Midland Basin (the “Midland
Basin Acquisition”) as well as a $68 million deal for 363 net royalty acres concentrated in Southeast Lea County (the “Delaware Basin Acquisition”). The
Midland Basin Acquisition provides broad exposure to the most active operators in the Midland Basin with an average net royalty interest of approximately
0.9%, and the Delaware Basin Acquisition provides concentrated exposure to primarily Concho and Matador operated acreage in the heart of the Northern
Delaware Basin. The acquisitions contributed a combined 1,167 boe/d (78% oil) to September volumes and provide clear visibility to future development and
production growth to be driven by a sizable DUC inventory.
 
Pro forma for all closed and committed acquisitions, Viper’s acreage position now represents 23,990 net royalty acres, approximately 52% of which is
operated by Diamondback. Q3 2019 production, assuming Viper owned all closed and committed acquisitions for the entire quarter, would have totaled
27,890 boe/d (65% oil). There continues to be active development across the pro forma acreage position as represented by 387 gross horizontal wells
currently in the process of active development, in which Viper expects to own an average 2.1% net royalty interest (8.3 net 100% royalty interest wells).
 
About Viper Energy Partners LP
 
Viper is a limited partnership formed by Diamondback to own, acquire and exploit oil and natural gas properties in North America, with a focus on oil-
weighted basins, primarily the Permian Basin and the Eagle Ford Shale. For more information, please visit www.viperenergy.com.
 

 



 

 
About Diamondback Energy, Inc.
 
Diamondback is an independent oil and natural gas company headquartered in Midland, Texas focused on the acquisition, development, exploration and
exploitation of unconventional, onshore oil and natural gas reserves in the Permian Basin in West Texas. For more information, please visit
www.diamondbackenergy.com.
 
Forward-Looking Statements
 
This news release contains forward-looking statements within the meaning of the federal securities laws. All statements, other than historical facts, that
address activities that Viper assumes, plans, expects, believes, intends or anticipates (and other similar expressions) will, should or may occur in the future are
forward-looking statements. The forward-looking statements are based on management’s current beliefs, based on currently available information, as to the
outcome and timing of future events, including specifically the statements regarding the recent and pending acquisitions and Diamondback’s plans for the
acreage discussed above. These forward-looking statements involve certain risks and uncertainties that could cause the results to differ materially from those
expected by the management of Viper. Information concerning these risks and other factors can be found in Viper’s filings with the Securities and Exchange
Commission, including its Forms 10-K, 10-Q and 8-K, which can be obtained free of charge on the Securities and Exchange Commission’s web site at
http://www.sec.gov. Viper undertakes no obligation to update or revise any forward-looking statement.
   
Investor Contact:
Adam Lawlis
+1 432.221.7467
alawlis@viperenergy.com
 
Source: Viper Energy Partners LP; Diamondback Energy, Inc.
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VIPER ENERGY PARTNERS LP, A SUBSIDIARY OF DIAMONDBACK ENERGY, INC., LAUNCHES
$400 MILLION OFFERING OF SENIOR NOTES
 
MIDLAND, Texas, October 7, 2019 (GLOBE NEWSWIRE) -- Viper Energy Partners LP (NASDAQ: VNOM) (“Viper”), a subsidiary of Diamondback
Energy, Inc. (NASDAQ: FANG) (“Diamondback”), announced today that it proposes to offer, subject to market conditions and other factors, $400 million
aggregate principal amount of its senior notes due 2027 (the “Notes”) to qualified institutional buyers pursuant to Rule 144A under the Securities Act of 1933,
as amended (the “Securities Act”), and to certain non-U.S. persons outside the United States in accordance with Regulation S under the Securities Act (the
“Notes Offering”). The Notes will be issued under a new indenture and will rank equally with Viper’s other senior indebtedness.
 
Viper intends to loan the proceeds from the Notes Offering to Viper Energy Partners LLC (the “Viper Operating Company”). The Viper Operating Company
will use the proceeds from the Notes Offering to repay outstanding borrowings under its revolving credit facility.
 
The Notes will be senior unsecured obligations of Viper, initially will be guaranteed on a senior unsecured basis by the Viper Operating Company, Viper’s
sole subsidiary, and will pay interest semi-annually. Neither Viper’s parent Diamondback nor Viper’s general partner will guarantee the Notes. In the future,
each of Viper’s restricted subsidiaries that either (1) guarantees any of its or a guarantor’s other indebtedness or (2) is a domestic restricted subsidiary and is
an obligor with respect to any indebtedness under any credit facility will be required to guarantee the Notes.
 
The Notes have not been registered under the Securities Act or any state securities laws and may not be offered or sold in the United States absent registration
or an applicable exemption from such registration requirements. Viper is under no obligation, and has no intention, to register the Notes under the Securities
Act or any state securities laws in the future.
 
This press release shall not constitute an offer to sell or the solicitation of an offer to buy these securities nor shall there be any sale of these securities in any
state or jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state
or jurisdiction.
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About Viper Energy Partners LP 
 
Viper is a limited partnership formed by Diamondback to own, acquire and exploit oil and natural gas properties in North America, with a focus on oil-
weighted basins, primarily the Permian Basin and the Eagle Ford Shale.
 
Forward-Looking Statements
 
This press release contains forward-looking statements within the meaning of the federal securities laws. All statements, other than historical facts, that
address activities that Viper assumes, plans, expects, believes, intends or anticipates (and other similar expressions) will, should or may occur in the future are
forward-looking statements. The forward-looking statements are based on management’s current beliefs, based on currently available information, as to the
outcome and timing of future events. These forward-looking statements involve certain risks and uncertainties that could cause the results to differ materially
from those expected by the management of Viper. Information concerning these risks and other factors can be found in Viper’s filings with the Securities and
Exchange Commission, including its Forms 10-K, 10-Q and 8-K and any amendments thereto, which can be obtained free of charge on the Securities and
Exchange Commission’s web site at http://www.sec.gov. Viper undertakes no obligation to update or revise any forward-looking statement.
 
Investor Contact:
Adam Lawlis
+1 432.221.7467
alawlis@diamondbackenergy.com
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