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The nature of our business activities subjects us to certain hazards and risks. The following is a summary of some of the material
risks relating to our business activities. Other risks are also described in Items 1 and 2. Business and Properties, Item 7.
Management’ s Discussion and Analysis —of Financial Condition and Results of Operations and Item 7A. Quantitative and
Qualitative Disclosures About Market Risk of this report. These risks are not the only risks we face. We could also face
additional risks and uncertainties not currently known to us or that we currently deem to be immaterial. If any of these risks
actually occurs, it could materially harm our business, financial condition or results of operations and the trading price of our
shares could decline. Risks Related to Our Business Hrprior-pertods-Market conditions for oil and natural gas , our-business
Was—and partlcularly Volatlllty in prlces for oil and natural gas, have in the past adverqely affected by—t-he—ee&LI-B-—l-9

: atte-and may the
sets-in the future adversely affect peﬂeés—Bufmg—Z-G%—
our revenue, cash ﬂows, proﬁtablllty, growth and productlon. From the beginning of 2022 —and—through the end of 262+
2024 , NYMEX WTI has ranged from $ 4765 . 62-75 to $ 123. 70 per Bbl, and the NYMEX Henry Hub price of natural gas has
ranged from $ 1. 39-58 to $ 9. 68 per MMBtu, with seven- year highs reached in 26222023 . The war in Ukraine, the Israel-
Hamas War ;the-cOVID-—9-pandemte-, rising interest rates, global supply chain disruptions, concerns about a potential
economic downturn or recession, recent measures to combat persistent inflation, and actions taken by OPEC and its non- OPEC
allies, collectively OPEC , continued to contribute to economic and pricing volatility during2023-. These factors and the
volatility of the energy markets make it extremely difficult to predict future oil and natural gas price movements with
any certainty. If the prices of oil and natural gas decline, our operations and financial condition may be materially and
adversely affected . Diamondback and certain of our other operators increased production on our acreage during 2623-2024 ,
but continued to exercise capital discipline by using the majority of their excess cash flow for debt repayment and / or return to
their stockholders rather than expanding their drilling programs. We cannot reasonably predict whether production levels will
remain at current levels or the impact the full extent of the events above may have on our industry and our business. Based on
the current commodity pricing environment and industry conditions, we did not record any impairments in 2623-2024 .
However, if commodity prices fall below current levels, we may be required to record impairments in future periods and such
impairments could be material. Further, if commodity prices decrease, our production, proved reserves and cash flows will be
adversely impacted. Lower oil and natural gas prices may also result in a reduction in the borrowing base under the Operating
Company’ s revolving credit facility, which may be determined at the discretion of our lenders. Other significant factors that are
likely to continue to affect commodity prices in future periods include, but are not limited to, the effect of U. S. energy,
monetary and trade policies, U. S. and global economic conditions, U. S. and global political and economic developments,
including the Biden-new Admintstrattorradministration s energy and environmental policies, all of which are beyond our
control. Our business may be also adversely impacted by any future government rule, regulation or order that may impose
production limits, as well as pipeline capacity and storage constraints, in the Permian Basin where we have mineral and royalty
interests. We cannot predict the ultlmate unpact of the%e factor% on our bu%mes% ﬁnanc1al Condmon and ca%h avallable for
d1V1dends to our %tockholderq p ;

losses, may fall to protect us from dechne% in commodlty prlce% prevent us from fully beneﬁtmg from commodlty price
increases and may expose us to other risks, including counterparty credit risk. We use fixed price swap contracts, fixed price
basis swap contracts and costless collar contracts with corresponding put and call options to reduce price volatility associated
with certain of our royalty income. Our derivative contracts are based upon reported settlement prices on commodity exchanges,
with crude oil derivative settlements based on NYMEX WTI pricing ( WTI Cushing and Argus WTI Midland —Cushing-) and
with natural gas derivative settlements based on the NYMEX Henry Hub and Waha Hub pricing. By using derivative
instruments to economically hedge exposure to changes in commodity prices, we expose ourselves to credit risk and market risk.
At settlement, market prices for commodities may exceed the contract prices in our commodity price derivatives agreements,
resulting in our need to make significant cash payments to our counterparties. Further, by using commodity derivative
instruments, we expose ourselves to credit risk if we are in a positive position at contract settlement and the counterparty fails to
perform under the terms of the derivative contract. Our counterparties have been determined to have an acceptable credit risk;
therefore, we do not require collateral from our counterparties. By using derivative instruments, we may be prevented from fully
realizing the benefits of increases in the prices of oil, natural gas liquids and natural gas above the price levels of the commodity
price derivatives used to manage price risk. For additional information regarding our use of commodity price derivatives and our
outstanding derivative contracts as of December 31, 2023-2024 , sece Note 10 — Derivatives in Item 8. Financial Statements and
Supplementary Data, Item 7. Management’ s Discussion and Analysis —of Financial Condition and Results of Operations and
Item 7A. Quantitative and Qualitative Disclosures About Market Risk — Commodity Price Risk of this report. The IRA and



other risks relating to climate change could accelerate the transition to a low carbon economy and could impose new costs on
our operations that may have a material and adverse effect on us. Governmental and regulatory bodies, investors, consumers,
industry and other stakeholders have been increasingly focused on climate change matters in recent years. This focus, together
with changes in consumer and industrial / commercial behavior, preferences and attitudes with respect to the generation and
consumption of energy, the use of hydrocarbons, and the use of products manufactured with, or powered by, hydrocarbons, may
result in; (i) the enactment of climate change- related regulations, policies and initiatives by governments, investors, and other
companies, including alternative energy or ““ zero carbon ” requirements and fuel or energy conservation measures, (ii)
technological advances with respect to the generation, transmission, storage and consumption of energy (including advances in
wind, solar and hydrogen power, as well as battery technology), (iii) increased availability of, and increased demand from
consumers and industry for, energy sources other than oil and natural gas (including wind, solar, nuclear, and geothermal
sources as well as electric vehicles), and (iv) development of, and increased demand from consumers and industry for, lower-
emission products and services (including electric vehicles and renewable residential and commercial power supplies) as well as
more efficient products and services. Any of these developments may reduce the demand for products manufactured with (or
powered by) hydrocarbons and the demand for, and in turn the prices of, the oil and natural gas that we produce and sell, which
would likely have a material adverse impact on us. The enactment of climate change- related regulations, policies and initiatives
may also result in increases in our compliance costs and other operating costs and have other adverse effects, such as a greater
potential for governmental investigations or litigation. In recent years, federal, state and local governments have taken steps to
reduce emissions of greenhouse gases. For example, the Infrastructure Investment and Jobs Act and the IRA include billions of
dollars in incentives for the development of renewable energy, clean hydrogen, clean fuels, electric vehicles, investments in
advanced biofuels and supporting infrastructure and carbon capture and sequestration. Also, in March 2024, the EPA finalized
hasprepesed-ambitious rules to reduce harmful air pollutant emissions, including greenhouse gases, from light-, medium-, and
heavy- duty vehicles beginning in model year 2027. These incentives and regulations could accelerate the transition of the
economy away from the use of fossil fuels towards lower- or zero- carbon emissions alternatives, which could decrease demand
for, and in turn the prices of, the oil and natural gas that we produce and sell and adversely impact our business. Additionally,
the IRA imposes the first ever federal fee on greenhouse gas emissions through a methane emissions charge, which could
increase our operating costs and thereby adversely impact our business, financial condition and cash flows. On January 20,
2025, President Trump signed multiple executive orders seeking to reverse these climate incentives, including pausing
the disbursement of funds under the IRA. The same day, President Trump also issued executive orders to encourage
fossil fuel production and exploration on federal lands and waters, while moving away from incentivizing renewable
energy and electric vehicles. It is unclear what effect these actions will have. [n addition to potentially reducing (i) demand
for our oil and natural gas and (ii) the availability of oilfield services and midstream and downstream customers, any effurther
regulatory or other climate change initiatives, to these—- the developments-extent they continue, may alse-create
reputational risks associated with the exploration for, and productron of, hydrocarbon% Whrch may advereely affect the
availability and cost to us of capital. For example, @ reed-in recent years,
certain stakeholders and capital providers sought to restrict or seek more strlngent condltlons with respect to their

-mtenﬁeﬁ—te-ne—le&geﬁmvest—mvestment in i-he—er-l—a-nd—gas—or ﬁnancmg of certain carbon 1ntens1ve seefefsectors tn—respeﬁse

ﬁnancral institutions and other 1nve§t0r€ refuie to invest in or provrde caprtal to the oil and gas sector in the future because of
these reputational risks, that could result in capital being unavailable to us, or only at a significantly increased cost. For further
discussion regarding the risks to us of climate change- related regulations, policies and initiatives, see Item 1 and 2. Business
and Properties — Regulation — Climate Change of this report. €entinting-Changing political and social perspectives on
eoneernsrelating-to-climate change and other environmental, social and governance factors may result-in-signifteantlitigation
and-related-- create expenses-risks and uncertainties impacting our business . fnereasing-In recent years, increased
attent10n to global clrmate change hasresulted in mcreased investor attention and an increased risk of public and private

Perspectlves -Fefe*&mple—steekheldeﬁeﬁﬂsm—has

we cannot currently predict how regulator% investors’ and other stakeholders’ views on ESG matters may affect the regulatory
and investment landscape and affect our business, financial condition, and results of operations. If we do not, or are perceived to
not, adapt or comply with investor or stakeholder expectations and standards on ESG matters, we may suffer from reputational
damage and our business, financial condition and results of operations could be materially and adversely affected. #+The SEC
published final rules on March 28, 2622-2024 -the-SEC-propesed-new-rwles-relating to the disclosure of a range of climate-
related risks and other information. Several lawsuits have been filed challenging the rules. In April 2024, the SEC agreed to
pause the rules to facilitate an orderly judicial resolution. To the extent this-the rede-rules are implemented is-finalized-as
propesed-, we and / or our customers could i incur increased costs related to the assessment and drqclosure of climate- related
mformatron - : also-a ate-at ; ; : apita

Addrtronally, cities, counties, and other governmental entities in several states in the U. S. have filed laW§u1t§ against energy
companies seeking damages allegedly associated with climate change. Similar lawsuits may be filed in other jurisdictions. If any



such lawsuits were to be filed against us, whether due to our activities or the activities of the acquired entities or operations
prior to their acquisition by us, we could incur substantial legal defense costs and, if any such litigation were adversely
determined, we could incur substantial damages. Any of these climate change- related litigation risks could result in unexpected
costs, negative sentiments about our company, disruptions to our business, and increases to our operating expenses, which in
turn could have an adverse effect on our business, financial condition and cash flow. Conservation measures and technological
advances could reduce demand for oil and natural gas. Fuel conservation measures, alternative fuel requirements, increasing
consumer demand for alternatives to oil and natural gas, technological advances in fuel economy and energy generation devices
could reduce demand for oil and natural gas. The impact of the changing demand for oil and natural gas services and products
may have a material adverse effect on our business, financial condition, results of operations and cash available to return to our
stockholders. Increased costs of capital could adversely affect our business . Our business could be harmed by factors such as
the availability, terms and cost of capital, increases in interest rates or a reduction in our credit rating. Changes in any one or
more of these factors could cause our cost of doing business to increase, limit our access to capital, limit our ability to pursue
acquisition opportunities, reduce our cash flows available and place us at a competitive disadvantage. Continuing disruptions
and volatility in the global financial markets may lead to an increase in interest rates or a contraction in credit availability
impacting our ability to finance our activities. A significant reduction in the availability of credit could materially and adversely
affect our ability to achieve our business strategy and cash flows. We may not have sufficient available cash to pay any quarterly
dividend on our eemmen-Common steek-Stock . our cash available for dividends may vary significantly from quarter to quarter
and our board of directors may in the future modify or revoke our cash dividend policy at any time at its discretion. Our
dividend policy could limit our ability to grow and make acquisitions. We may not have sufficient cash available to pay base or
variable dividends to our common stockholders each quarter. Furthermore, our cash dividend policy does not require us to pay
dividends on a quarterly basis or otherwise. The amount of cash we have to distribute each quarter principally depends upon the
amount of royalty income we generate, which is dependent upon the volumes of production sold and the prices that our
operators realize from the sale of such production. In addition, the actual amount of cash we will have to distribute each quarter
under our cash dividend policy will be reduced by payments in respect of income taxes, debt service and other contractual
obligations and fixed charges, increases in reserves for future operating or capital needs that the board of directors may
determine is appropriate, lease bonus income, distribution equivalent rights payments and preferred dividends, if any, and any
common share repurchases. The board of directors may further modify or revoke our dividend policy at any time in the future at
its discretion. During 2022, the board of directors approved a dividend policy, effective beginning with the Company”’ s
dividend payable for the third quarter of 2022, consisting of a base and variable dividend, that takes into account capital returned
to stockholders via our eemmen-Common steek-Stock repurchase program. For information regarding our dividend policy and
the recent modifications, see Item 5. Market for Registrant’ s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities — Cash Dividend Policy and Item 7. Management’ s Discussion and Analysis —of Financial
Condition and Results of Operations of this report. As a result, quarterly dividends paid to our stockholders may vary
significantly from quarter to quarter and may be zero. As a result of our cash dividend policy, we will have limited cash
available to reinvest in our business or to fund acquisitions, and we will rely primarily upon external financing sources,
including commercial bank borrowings and the issuance of debt and equity securities, to fund our acquisitions and growth
capital expenditures. As such, to the extent we are unable to finance growth externally, our dividend policy will significantly
impair our ability to grow. To the extent we issue additional shares in connection with any acquisitions or growth capital
expenditures or as in- kind dividends, the payment of dividends on those additional shares may increase the risk that we will be
unable to maintain or increase our per share dividend level. We depend on a small number of operators for a substantial portion
of the development and production on the-preperties-underhying-our mineral interests-and royalty acreage . A reduction in the
expected number of wells to be drilled on our acreage by these operators or the failure of an operator to adequately and
efficiently develop and operate our acreage could have an adverse effect on our expected growth and our results of operations.
The failure of our operators to adequately or efficiently perform operations or an operator’ s failure to act in ways that are in our
best interests could reduce production and revenues. Any development and production activities on our properties are subject to
our operators’ reasonable discretion. The level, success and timing of drilling and development activities on our properties, and
whether the operators elect to drill any additional wells on our acreage, depends on a number of factors that will be largely
outside of our control, including: commodity prices; the timing and amount of capital expenditures by our operators, which
could be significantly more than anticipated; the ability of our operators to access capital; the availability, high cost or shortages
of rigs and other suitable drilling equipment, raw materials, supplies and oilfield services; the availability of production and
transportation infrastructure and qualified operating personnel; regulatory restrictions; the operators’ expertise, operating
efficiency and financial resources; approval of other participants in drilling wells; the operators’ expected return on investment
in wells drilled on our acreage as compared to opportunities in other areas; the selection of technology; the selection of
counterparties for the sale of production; and the rate of production of the reserves. The operators may elect not to undertake
development activities, or may undertake such activities in an unanticipated fashion, which may result in significant fluctuations
in our royalty income and cash available for dividends to our stockholders. If reductions in production by the operators are
implemented on our properties and sustained, our revenues may also be substantially affected. Additionally, if an operator were
to experience financial difficulty, the operator might not be able to pay its royalty payments or continue its operations, which
could have a material adverse impact on us. The development of our proved undeveloped reserves may take longer and may
require higher levels of capital expenditures by operators than we currently anticipate. Approximately 26-16 % of our total
estimated proved reserves as of December 31, 2623-2024 were proved undeveloped reserves and may not be ultimately
developed or produced. Recovery of proved undeveloped reserves requires significant capital expenditures and successful
drilling operations by the operators on our mineral and royalty acreage. The reserve data included in the reserve reports of our



independent petroleum engineers assure-assumes that substantial capital expenditures are required to develop such reserves.
We cannot be certain that the estimated costs of the development of these reserves are accurate, that development will occur as
scheduled or that the results of such development will be as estimated. Delays in the development of our reserves, increases in
costs to drill, complete and develop such reserves, or further decreases in commodity prices will reduce the future net revenues
of our estimated proved undeveloped reserves and may result in some projects becoming uneconomical. In addition, delays in
the development of reserves could force us to reclassify certain of our proved reserves as unproved reserves. We may not be able
to terminate our leases if any of our operators declare bankruptcy, and we may experience delays and be unable to replace
operators that do not make royalty payments. A-Generally, a failure on the part of the-our operators to make royalty payments
to us gives us the right to terminate the applicable lease, repossess the property and enforce payment obligations under the
lease. If we repossessed any of our properties, we would seek a replacement operator. However, we might not be able to find a
replacement operator and, if we did, we might not be able to enter into a new lease on favorable terms within a reasonable
period of time. In addition, the outgoing operator could be subject to bankruptcy proceedings that could prevent the execution of
anew lease or the assignment of the existing lease to another operator. In addition, if we enter into a new lease, the replacement
operator may not achieve the same levels of production or sell oil or natural gas at the same price as the operator it replaced. The
producing properties in which we have mineral and royalty interests are primarily concentrated in the Permian Basin of West
Texas, making us vulnerable to risks (including weather- related risks) associated with a single geographic area. In addition, a
large amount of our proved reserves is attributable to a small number of producing horizons within this area. The producing
properties in which we have mineral and royalty interests are currently geographically primarily concentrated in the Permian
Basin of West Texas. As a result of this concentration, we may be disproportionately exposed to the impact of regional supply
and demand factors, delays or interruptions of production from wells in this area caused by governmental regulation, processing
or transpor’[ation capacity constraints faced by our operators or their customers, availability of equipment, facilities, personnel or
services market limitations or interruption of the processing or transportation of crude oil, natural gas or natural gas liquids on
our mineral and royalty acreage, and extreme weather conditions ;-suehas-the-severe-winter-storms-ti-the Permian-Basin-in
February202+-and their adverse impact on production volumes, availability of electrical power, road accessibility and
transportation facilities on our mineral and royalty acreage. Extreme regional weather events may occur that can affect our
operators’ suppliers or customers, which could adversely affect us. For example, a significant hurricane or similar weather event
could damage refining and other oil and natural gas- related facilities on the Gulf Coast of Texas and Louisiana, which (if
significant enough) could limit the availability of gathering and transportation facilities across Texas and could then cause
production in the Permian Basin (potentially including production on our mineral and royalty acreage) to be curtailed or shut in
or (in the case of natural gas) flared. Climate changes may also increase the frequency and severity of significant weather events
over time. Further, any increase in flaring of natural gas production on our mineral and royalty acreage due to weather- related
events, or otherwise, could expose us to reputational risks and adversely impact our or our operators’ contractual and other
business relatlonshlps Any of the above- referenced events could have a material adverse effect on us. Likewise, a weather
event # ould reduce the availability of electrical power, road
accessibility, and transportatlon facilities, Wthh could have an adverse impact on production volumes on our mineral and
royalty acreage (and therefore on our financial condition and results of operations). In addition, the effect of fluctuations on
supply and demand may become more pronounced within specific geographic oil and natural gas producing areas such as the
Permian Basin, which may cause these conditions to occur with greater frequency or magnify the effects of these conditions.
Due to the concentrated nature of our mineral and royalty acreage, we could experience any of these conditions at the same
time, resulting in a relatively greater impact on us than they might have on other companies that have a more diversified
portfolio of assets. Such delays or interruptions could have a material adverse effect on our business, financial condition and
cash flow. In addition to the geographic concentration of our mineral and royalty acreage, as of December 31, 2623-2024 , most
of our proved reserves are concentrated in the Wolfberry resource play in the Midland Basin. This concentration of assets within
a small number of producing horizons exposes us to additional risks, such as changes in field- wide rules and regulations that
could cause our operators to permanently or temporarily shut- in all of the wells on our mineral and royalty acreage. Our future
success depends on the development or acquisition of additional reserves, and our failure to successfully identify, complete and
integrate acquisitions of properties or businesses could slow our growth and adversely affect our results of operations and cash
available for dividends. Our future success depends upon the development or acquisition of additional oil and natural gas
reserves that are economically recoverable, as our proved reserves will generally decline as reserves are depleted. To increase
reserves and production, we would need to undertake replacement activities or use third - party operators to undertake
development, exploration and other replacement activities, requiring substantial capital expenditures. Neither we nor our third -
party operators may have sufficient resources to acquire additional reserves or to undertake exploration, development,
production or other replacement activities. Such activities by our third - party operators may not result in significant additional
reserves and efforts to drill productive wells at low finding costs may be unsuccessful. In addition, we do not expect to retain
cash from our operations for replacement capital expenditures. Furthermore, although our revenues and cash available for
dividends may increase if prevailing oil and natural gas prices increase significantly, finding costs for additional reserves could
also increase. There is intense competition for acquisition opportunities in our industry. The successful acquisition of producing
properties requires an assessment of several factors, including; recoverable reserves, future oil and natural gas prices and their
applicable differentials, operating costs and potential environmental and other liabilities. The accuracy of these assessments is
inherently uncertain and we may not be able to identify attractive acquisition opportunities. In connection with these
assessments, we perform a review of the subject properties that we believe to be generally consistent with industry practices.
Our review will not reveal all existing or potential problems including title defects or environmental issues , which, if material,
can render an interest worthless er-envirenmentalissaes-, nor will it permit us to become sufficiently familiar with the properties




to assess fully their deficiencies and capabilities. Inspections may not always be performed on every well, and environmental
problems, such as groundwater contamination, are not necessarily observable even when an inspection is undertaken .
Environmental or other regulatory issues may arise with respect to acquired entities or operations years after the
acquisitions , any of which can adversely affect our results of operations, financial condition and cash available for dividends.
Even when problems are identified, the seller may be unwilling or unable to provide effective contractual protection against all
or part of the problems. Evenif-Significant acquisitions and other strategic transactions may involve other risks that may
cause our business to be adversely impacted, including diversion of our management’ s attention to evaluating and
negotiating such transactions and our failure to realize the full benefit that we do-identify-attractive-aeguisition
epportunities-expect in estimated proved reserves , swe-production volume or other benefits anticipated therefrom, or to
realize these benefits within the expected time frame. We may not be able to complete t-he—aeqmsmeﬁ—acqulsltmns or do so
on commerc1ally acceptable terms = 0

wstorefrain &eﬁl—eﬁfnp}eﬁﬂg-aeqmgmeﬁg—ema istt ablhty to complete acquisitions is dependent upon, among other things, our

ability to obtain debt and equity financing and, in some cases, regulatory approvals. Further, these-our future acquisitions may
be in geographic regions in which we do not currently hold properties. If we enter into new geographic markets, we may be
subject to additional and unfamiliar legal and regulatory requirements and other unforeseen difficulties. Compliance with
regulatory requirements may impose substantial additional obligations on us and our management, cause us to expend additional
time and resources in compliance activities and increase our exposure to penalties or fines for non- compliance with such
additional legal requirements. Further, the success of any completed acquisition will depend on our ability to effectively
integrate the acquired business into our existing operations, the process of which may involve unforeseen difficulties and may
require a disproportionate amount of our managerial and financial resources. In addition, possible future acquisitions may be
larger and for purchase prices significantly higher than those paid for earlier acquisitions. Any of the unfavorable circumstances
mentioned above could have a material adverse effect on our financial condition, results of operations and cash available for
dividends. The inability to effectively manage the integration of acquisitions could reduce our focus on subsequent acquisitions
and current operations, which, in turn, could negatively impact our growth, results of operations and cash available for
dividends. See also “ Risks Related to the Pending 2025 Drop Down ” below for a description of risk factors specific to
that transaction. Project areas on our properties, which are in various stages of development, may not yield oil or natural gas in
commercially viable quantities. Project areas on our properties are in various stages of development, ranging from project areas
with current drilling or production activity to project areas that have limited drilling or production history. If the wells in the
process of being completed are on our property and do not produce sufficient revenues or if dry holes are drilled, our financial
condition, results of operations and cash available for dividends may be materially affected. Our estimated reserves are based on
many assumptions that may turn out to be inaccurate. Any material inaccuracies in these reserve estimates or underlying
assumptions will materially affect the quantities and present value of our reserves. Oil and natural gas reserve engineering is not
an exact science and requires subjective estimates of underground accumulations of oil and natural gas and assumptions
concerning future oil and natural gas prices, production levels, ultimate recoveries and operating and development costs, if any.
As a result, estimated quantities of proved reserves, projections of future production rates and the timing of development
expenditures may be incorrect. Over time, we may make material changes to reserve estimates taking into account the results of
actual drilling, testing and production. Also, certain assumptions regarding future oil and natural gas prices, production levels
and operating and development costs, if any, may prove incorrect. Any significant variance from these assumptions to actual
figures could greatly affect our estimates of reserves, the economically recoverable quantities of oil and natural gas attributable
to any particular group of properties, the classifications of reserves based on risk of recovery and estimates of future net cash
flows. A substantial portion of our reserve estimates are made without the benefit of a lengthy production history, which are less
reliable than estimates based on a lengthy production history. Numerous changes over time to the assumptions on which our
reserve estimates are based, as described above, often result in the actual quantities of oil and natural gas that we ultimately
recover being different from our reserve estimates. Reserve estimates do not include any value for probable or possible reserves
that may exist, nor do they include any value for unproved undeveloped acreage. We are dependent on electrical power, internet
and telecommunication infrastructure and information and computer systems. If any of these systems are compromised or
unavailable, our business could be adversely affected. We are dependent on electric power, internet and telecommunication
infrastructure and Diamondback’ s information systems and computer based programs. If any of such infrastructure, systems or
programs were to fail or become unavailable or compromised, or create erroneous information in our hardware or software
network infrastructure, our ability to safely and effectively conduct our business will be limited and any such consequence could
have a material adverse effect on our business. We are subject to cybersecurity risks. A cyber incident could occur and result in
information theft, data corruption, operational disruption and / or financial loss. We rely extensively on Diamondback’ s
information technology systems, including internally developed software, data hosting platforms, real- time data acquisition
systems, third- party software, cloud services and other internally or externally hosted hardware and software platforms, to (i)
estimate our oil and natural gas reserves, (ii) process and record financial and operating data, and (iii) communicate with our
management and board of directors, as well as, our vendors, suppliers and other third parties. Further, our reliance on
technology has increased due to the increased use of personal devices, remote communications and work- from- home or hybrid
work practices. Risks from cybersecurity threats have not materially affected, and are not currently anticipated to materially
affect, our company, including our business strategy, results of operations and financial condition. However, our systems and
networks (which are provided by Diamondback), and those of its vendors, service providers and other third - party providers,
may become the target of cybersecurity attacks, including, without limitation, denial- of- service attacks; malicious software;
data privacy breaches by insiders or others with authorized access; cyber or phishing- attacks; ransomware; attempts to gain




unauthorized access to our data and Diamondback’ s systems; and other electronic security breaches. Security incidents can
also occur as a result of non- technical issues, such as physical theft. More recently, advancements in artificial
intelligence (“ AI ”) may pose serious risks for many of the traditional tools used to identify individuals, including voice
recognition (whether by machine or the human ear), facial recognition or screening questions to confirm identities. In
addition, generative Al systems may also be used by malicious actors to create more sophisticated cyber- attacks (i. e.,
more realistic phishing or other attacks). The advancements in Al could lead to an increase in the frequency of identity
fraud or cyberattacks (whether successful or unsuccessful), which could cause us or our providers to incur increasing
costs, including costs associated with additional personnel, protection technologies and policies and procedures and
third- party experts and consultants. [f any of these security breaches were to occur, we could suffer disruptions to our
operations, normal business functions and other aspects of our business. Diamondback provides personnel and general and
administrative services to us, including personnel and infrastructure that underlie our cybersecurity risk management program. In
connection therewith, Diamondback has implemented and invested in, and will continue to implement and invest in, controls,
procedures and protections (including internal and external personnel) , and has implemented a cybersecurity governance
program, that are designed , in each case, to protect its systems; identify and remediate, on a regular basis, vulnerabilities in its
systems and related mfraqtructure and monitor and mitigate the risk of data loss and other cybersecurity threats. Diamondback

has also engaged thnd party consultants to Conduct penetr"mon testing and risk assessments —Diamendbaek—s-eyberseetrity
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to be ineffective. As cyber incidents continue to evolve, Diamondback may be required to expend additional resources (for
which we may be partially responsible) to continue to modify or enhance protective measures or to investigate and remediate any
vulnerability to cyber incidents. Diamondback maintains specialized insurance for possible liability resulting from a cyberattack
on its assets, however, we cannot assure you that the insurance coverage will be adequate to cover claims that may arise, or that
Diamondback will be able to maintain adequate insurance at rates we consider reasonable. A loss not fully covered by insurance
could have a material adverse effect on our business, financial condition and cash flows. See “ Item 1C — Cybersecurity ”
below for additional information. Evolving privacy- related laws could give rise to liabilities, which could adversely
impact our business, results of operations or financial condition. A variety of U. S. federal, state and international laws
and regulations govern the collection, use, retention, sharing and security of personal data. All 50 states have enacted
legislation on data breach notification requirements and many states continue to enact laws on matters of privacy, data
protection and cybersecurity. The existing privacy- related laws and regulations are evolving and subject to potentially
differing interpretations. In addition, various U. S. federal, state and foreign legislative and regulatory bodies continue
to enact new laws regarding privacy and data protection, as well as expand the scope of existing laws. For example,
Texas recently passed the Texas Data Privacy and Security Act, which establishes new laws for collecting, storing,
processing, and selling consumer information. Several other states, such as California, Utah, Colorado, Virginia,
Connecticut, Michigan, Ohio, Pennsylvania, and New Jersey, among others, have proposed or passed legislation
regarding data privacy and use. We cannot predict the impact of any such evolving privacy- related laws on our
business, results of operations or financial condition, but may find it necessary to enhance the existing systems and
procedures, which may involve substantial expense or distraction from other aspects of our business. In addition, any
violations of applicable privacy- related laws or regulations may require us to address legal claims, sustain monetary
penalties or incur other liabilities, as well as cause reputational damage, any of which could adversely impact our
business, results of operations or financial condition. Risks Related to Our Indebtedness Implementing our capital programs
may, under certain circumstances, require an increase in our total leverage through additional debt issuances. In addition, a
significant reduction in availability under the revolving credit facility and the inability to otherwise obtain financing for our
capital programs could require us to curtail our capital expenditures. As a result of our cash dividend policy, we have limited
cash available to reinvest in our business or to fund acquisitions and have historically relied on availability under the Operating
Company’ s revolving credit facility to fund a portion of our capital expenditures and for other purposes. We expect that we will
continue to fund a portion of our capital expenditures and other needs with borrowings under the revolving credit facility and
from the proceeds of debt and equity offerings. In the past, we have created availability under the revolving credit facility by
repaying outstanding borrowings with the proceeds from equity and debt offerings. We cannot assure you that we will choose to
or be able to access the capital markets to repay any such future borrowings. If the availability under the revolving credit facility
were reduced, and we were otherwise unable to secure other sources of financing, we may be required to curtail our capital
expenditures, which could result in an inability to complete acquisitions or finance the capital expenditures necessary to replace
our reserves. Restrictive covenants in the Operating Company’ s revolving credit facility, the indentures governing the Notes
and future debt instruments may limit our ability to respond to changes in market conditions or pursue business opportunities.
The Operating Company’ s revolving credit facility and the indentures governing the Notes outstanding contain, and the terms
of any future indebtedness may contain, restrictive covenants that limit our and the Operating Company’ s ability to, among
other things: incur or guarantee additional indebtedness; make certain investments; create additional liens; sell or transfer assets;
lease property as a lessee; issue redeemable or preferred equity; voluntarily redeem or prepay debt (including the Notes); merge
or consolidate with another entity; pay or declare dividends; designate certain of our subsidiaries as unrestricted subsidiaries;
create unrestricted subsidiaries; engage in transactions with affiliates; enter into gas imbalances, take- or- pay and similar
agreements; and enter into certain swap agreements. We may be prevented from taking advantage of business opportunities that
arise because of the limitations imposed on us and the Operating Company by the restrictive covenants contained in the
revolving credit facility and the indentures that govern the Notes. In addition, the revolving credit facility requires us to maintain



certain financial ratios and tests. The requirement that we comply with these provisions may materially adversely affect our
ability to react to changes in market conditions, take advantage of business opportunities we believe to be desirable, obtain
future financing, fund needed capital expenditures or withstand a continuing or future downturn in our business. Our and the
Operating Company’ s future ability to comply with these restrictions and covenants is uncertain and will be affected by the
levels of cash flow from our operations and other events or circumstances beyond our control. If market or other economic
conditions deteriorate, our ability to comply with these covenants may be impaired. A breach of any of these restrictive
covenants could result in default under the revolving credit facility. If a default occurs, the lenders under the revolving credit
facility may elect to declare all borrowings outstanding, together with accrued interest and other fees, to be immediately due and
payable, which would result in an event of default under the indentare-indentures governing the Notes. The lenders will also
have the right in these circumstances to terminate any commitments they have to provide further borrowings. If we and the
Operating Company are unable to repay outstanding borrowings when due, the lenders under the revolving credit facility will
also have the right to proceed against the collateral granted to them to secure the indebtedness. If the indebtedness under the
revolving credit facility and the Notes were to be accelerated, we cannot assure you that our assets would be sufficient to repay
in full that indebtedness. Any significant reduction in the borrowing base under the Operating Company’ s revolving credit
facility as a result of the periodic borrowing base redeterminations, or otherwise, may negatively impact our ability to fund our
operations, and we may not have sufficient funds to repay borrowings under the revolving credit facility if required as a result of
a borrowing base redetermination. A decline in commodity prices could result in a redetermination that lowers the borrowing
base. Any significant reduction in the borrowing base as a result of such borrowing base redeterminations or otherwise may
negatively impact our liquidity and our ability to fund our operations and, as a result, may have a material adverse effect on our
financial position, results of operation and cash flow. Further, if the outstanding borrowings under the revolving credit facility
were to exceed the borrowing base as a result of any such redetermination, we and the Operating Company would be required to
repay the excess. We may not have sufficient funds to make such repayments. If we do not have sufficient funds and we are
otherwise unable to negotiate renewals of the borrowings or arrange new financing, we may have to sell significant assets. Any
such sale could have a material adverse effect on our business and financial results. Servicing our indebtedness requires a
significant amount of cash, and we may not have sufficient cash flow from our business to pay our substantial indebtedness. Our
ability to make scheduled payments of the principal, to pay interest on or to refinance our indebtedness depends on our future
performance, which is subject to economic, financial, competitive and other factors beyond our control. We are dependent on
cash flow generated by the Operating Company to repay the Notes. The Operating Company’ s business may not generate cash
flow from operations in the future sufficient to service our debt and make necessary capital expenditures. If the Operating
Company is unable to generate such cash flow, we may be required to adopt one or more alternatives, such as reducing or
delaying capital expenditures, selling assets, restructuring debt or obtaining additional capital on terms that may be onerous or
highly dilutive. However, we cannot assure you that undertaking alternative financing plans, if necessary, would allow us to
meet our debt obligations. In the absence of such cash flows, we could have substantial liquidity problems and might be required
to sell material assets to attempt to meet our debt service and other obligations. The Operating Company’ s revolving credit
facility and the tndentare-indentures governing the Notes outstanding restrict our ability to use the proceeds from asset sales.
We may not be able to consummate those asset sales to raise capital or sell assets at prices that we believe are fair, and proceeds
that we do receive may not be adequate to meet any debt service obligations then due. Our ability to refinance our indebtedness
will depend on the capital markets and our financial condition at the time. We may not be able to engage in any of these
activities or engage in these activities on desirable terms, which could result in a default on our debt obligations and have an
adverse effect on our financial condition. If we experience liquidity concerns, we could face a downgrade in our debt ratings
which could restrict our access to, and negatively impact the terms of, current or future financings or trade credit. Our ability to
obtain financings and trade credit and the terms of any financings or trade credit is, in part, dependent on the credit ratings
assigned to our debt by independent credit rating agencies. We cannot provide assurance that any of our current ratings will
remain in effect for any given period of time or that a rating will not be lowered or withdrawn entirely by a rating agency if, in
its judgment, circumstances so warrant. Factors that may impact our credit ratings include debt levels, planned asset purchases
or sales and near- term and long- term production growth opportunities, liquidity, asset quality, cost structure, product mix and
commodity pricing levels. A ratings downgrade could adversely impact our ability to access financings or trade credit and
increase our or the Operating Company’ s borrowing costs. The borrowings under the Operating Company’ s revolving credit
facility expose us to interest rate risk. Our earnings are exposed to interest rate risk associated with borrowings under the
Operating Company’ s revolving credit facility. The terms of the Operating Company’ s revolving credit facility provide for
interest on borrowings at a floating rate equal to an alternative base rate that, since November 2022 has been tied to SOFR.
SOEFR tends to fluctuate based on multiple factors, including general short- term interest rates, rates set by the U. S. Federal
Reserve, and other central banks and general economic conditions. We have not hedged our interest rate exposure with respect to
our floating rate debt. The Operating Company’ s weighted average interest rate on borrowings under its revolving credit facility
was 7. 4+34 % during the year ended December 31, 2023-2024 . If interest rates increase, so will our interest costs, which may
have a material adverse effect on our results of operations and financial condition. Risks Inherent in an Investment in Us
Diamondback controls us and its interests may conflict with ours or yours in the future. As of the date of this Annual Report
on Form 10- K, Diamondback beneficially ewas-owned approximately 56-39 % of the outstanding voting power of our capital
stock , and we currently estimate that following the closing of the Pending 2025 Drop Down, Diamondback will
beneficially own approximately 52 % of our outstanding Common Stock, on a fully diluted basis . For so long as
Diamondback continues to have voting power over a significant percentage of our capital stock, even if-at times when such
amount is less than 50 %, it will sti-be able to significantly influence the composition of our board of directors and the approval
of actions requiring stockholder approval. Although the holders of our eemmen-Common steek=Stock are entitled to vote on all



matters on which stockholders of a corporation are generally entitled to vote on under the Delaware General Corporation Law
(the “ DGCL ”), including the election of our board of directors, pursuant to our certificate of incorporation, for so long as
Diamondback and any of its subsidiaries collectively beneficially own at least 25 % of our outstanding eemmen-Common steek
Stock (i) Diamondback has the right to designate up to three persons to serve as members of our board of directors , and (ii) our
board of directors may not appoint any person other than a Diamondback seconded employee as an executive officer of our
company unless such appointment is approved, in advance, by either (x) Diamondback (which approval may not be
unreasonably withheld or conditioned) , or (y) the affirmative vote of the holders of at least 80 % of the voting power of our
capital stock. Currently, there are two Diamondback designees to our board of directors — Travis Stice and Kaes Van’ t Hof.
Further, in connection with the Conversion, we entered into a-the services and secondment agreement with Diamondback E & P
LLC and OpCo, pursuant to which Diamondback continues to provide personnel and general and administrative services to us
and OpCo, including the services of the executive officers and other employees, in a similar substantialty-the-same-manner as
Diamondback provided to us before the Conversion. Accordingly, Diamondback will have significant influence with respect to
our board of directors, management, business plans and policies, including the appointment and removal of our officers. In
particular, for so long as Diamondback continues to beneficially own a significant percentage of our capital stock, it will be able
to cause or prevent a change of control of our company or a change in the composition of our board of directors and could
preclude any unsolicited acquisition of our company. The concentration of ownership could deprive you of an opportunity to
receive a premium for your shares of eemmen-Common steek-Stock as part of a sale of our company and ultimately might
affect the market price of our eemmen-Common steek-Stock . We do not have any employees, and we rely solely on the
employees of Diamondback to manage our business. The management team of Diamondback, which includes the individuals
who manage us, also perform similar services for Diamondback and certain of its affiliates, and thus are not solely focused on
our business. We do not have any employees and we rely solely on Diamondback to eperate-etr-assets-provide us with
personnel and perforntr-general and administrative services, including the services of the executive officers, senior
management and other management-employees , ad-mﬂaisfratwe-aﬂd—epefa{-mg—sefwees—feﬁus—under the terms and conditions of
the services and secondment agreement discussed above. Because Diamondback provides services to us that are similar to those
it performs for itself and its affiliates, it may not have sufficient human, technical and other resources to provide those services
at a level that it would be able to provide to us if it were solely focused on our business and operations. Diamondback may make
internal decisions on how to allocate its available resources and expertise that may not always be in our best interest compared
to Diamondback’ s interests. There is no requirement that Diamondback favor us over itself or others in providing its services. If
Diamondback does not devote sufficient attention to the management and operation of our business or otherwise breaches the
provisions of the services and secondment agreement, our financial results may suffer and our ability to pay dividends to our
stockholders may be reduced. Many key responsibilities within our business have been assigned to a small number of
individuals. The loss of their services could adversely affect our business. In particular, the loss of the services of one or more
members of the executive team could disrupt our business. Further, we do not maintain “ key person  life insurance policies on
any of our executive team or other key personnel. As a result, we are not insured against any losses resulting from the death of
these key individuals. State and local income and other tax reimbursements due to Diamondback for our share of state and local
and other taxes borne by Diamondback will reduce cash available for dividends to our common stockholders. We have entered
into a tax sharing agreement with Diamondback pursuant to which we are required to reimburse Diamondback for our share of
state and local income and other taxes borne by Diamondback as a result of our results being included in a combined or
consolidated tax return filed by Diamondback. The reimbursement of our share of state and local income and other taxes borne
by Diamondback will reduce the amount of cash available for dividends from us to our common stockholders. The market price
of our shares of Class A Common Shares-Stock could be adversely affected by sales of substantial amounts of our Class A
eommen-Common steek-Stock in the public or private markets. Sales by holders of a substantial number of our Class A
Common Stock in the public markets, or the perception that such sales might occur, could have a material adverse effect on the
price of our Class A Common Stock or could impair our ability to obtain capital through an offering of equity securities. In
addition, we have provided registration rights to Diamondback and other parties . Pursuant to these registration rights, we have
registered, under the Securities Act, all of the Class A Common Stock owned by Diamondback and those other parties for
resale (including Class A eemmen-Common steel-Stock issuable in respect of the Class B Common Stock under the related
exchange agreement). U. S. tax legislation may adversely affect our business, results of operations, financial condition and cash
flow. From time to time, legislation has been proposed that, if enacted into law, would make significant changes to U. S. federal
and state income tax laws affecting the oil and natural gas industry, including (i) eliminating the immediate deduction for
intangible drilling and development costs, (ii) the repeal of the percentage depletion allowance for oil and natural gas properties
+, and (iii) an extension of the amortization period for certain geological and geophysical expenditures. No accurate prediction
can be made as to whether any such legislative changes will be proposed or enacted in the future or, if enacted, what the specific
provisions or the effective date of any such legislation would be. These proposed changes in the U. S. tax law, if adopted, or
other similar changes that would impose additional tax on our activities or reduce or eliminate deductions currently available
with respect to natural gas and oil exploration, development or similar activities, could adversely affect our business, results of
operations, financial condition and cash flow. On August 16, 2022, President Biden signed into law the IRA, which, among
other changes, imposes a 15 % corporate alternative minimum tax (“ CAMT ”) on the “ adjusted financial statement income ” of
certain large corporations (generally, corporatlons reportlng at—}east—more than $ 1 bllhon average adJusted pre- tax net income
on their consolidated financial statements) as-w ar-exeiseta market-value pttb
stoekrepurehases-for tax years beginning after December 31,2022. If we are or become subjeet to t-he—CAMT 1nclud1ng asa
result of our affiliation with Diamondback, our cash tax obhgatlons for U. S. federal income taxes could be significantly
accelerated. The IRA also imposes an excise tax of 1 % on the fair market value of certain public company stock




repurchases occurring on or after January 1, 2023. The excise tax is imposed on the repurchasing corporation, and the
amount of the excise tax is generally 1 % of the aggregate fair market value of the stock repurchased during the taxable
year. However, for purposes of calculating the excise tax, repurchasing corporations are permitted to net the fair market
value of certain new stock issuances against the fair market value of stock repurchases during the same taxable year. To
the extent the 1 % excise tax applies to earrepurchases of shares under our common stock repurchase program, the number of
shares we repurchase and our cash flow may be affected. The U. S. Treasury Department, the Internal Revenue Service and
other standard- setting bodies are expected to issue additional guidance on how #he-CAMT, stock buyback excise tax and other
provisions of the IRA will be applied or otherwise administered that may differ from our interpretations. We continue to
evaluate the IRA and 1t% effect on our financial reqult% and 0pe1 atlng cash flow

the Court of Chancery in the State of Delaware for certain type@ of lawsuits may have the effect of discouraging lawgultq against
us and our directors, officers and stockholders. Our certificate of incorporation requires, to the fullest extent permitted by law,
that any claim, demand, action, suit or proceeding, whether civil, criminal, administrative or investigative, and whether formal
or informal, and including appeals, arising out of or relating in any way to our certificate of incorporation or any of our stock
may only be brought in the Court of Chancery of the State of Delaware or, if such court does not have subject matter jurisdiction
thereof, any other court in the State of Delaware with subject matter jurisdiction. This provision may have the effect of
discouraging lawsuits against us and our directors, officers and stockholders. Our certificate of incorporation does not limit the
ability of Diamondback and certain of its directors, principals, officers, employees and their respective affiliates to compete with
us. Our certificate of incorporation provides that none of Diamondback, any of its directors, principals, officers, employees or
respective affiliates will have any duty to refrain from engaging, directly or indirectly, in the same business activities or similar
business activities or lines of business in which we operate. In the ordinary course of their business activities, these persons may
engage in activities where their interests conflict with our interests or those of our other stockholders. These persons also may
pursue acquisition opportunities that may be complementary to our business, and, as a result, those acquisition opportunities
may not be available to the Company. In addition, these persons may have an interest in our pursuing acquisitions, divestitures
and other transactions that, in their judgment, could enhance their investment, even though such transactions might involve risks
to our common stockholders. Anti- takeover provisions in our organizational documents and Delaware law might discourage or
delay acquisition attempts for us that you might consider favorable. Our certificate of incorporation and bylaws contain
provisions that may make the merger or acquisition of our company more difficult without the approval of our board of
directors. Among other things, these provisions would allow us to authorize the issuance of shares of one or more series of
preferred stock, including in connection with a stockholder rights plan, financing transactions or otherwise, the terms of which
series may be established and the shares of which may be issued without stockholder approval, and which may include super
voting, special approval, dividend, or other rights or preferences superior to the rights of the holders of eemmen-Common steek
Stock ; prohibit stockholder action by written consent unless such action is consented to by the board of directors; provide for
certain limitations on convening special stockholder meetings; provide (i) that the board of directors is expressly authorized to
make, alter, or repeal our bylaws , and (ii) that our stockholders may only amend our bylaws with the approval of at least a
majority of all of the outstanding shares of our capital stock entitled to vote; and establish advance notice requirements for
nominations for elections to our board or for proposing matters that can be acted upon by stockholders at stockholder meetings.
Further, as a Delaware corporation, we are also subject to provisions of Delaware law which may impede or discourage a
takeover attempt that our stockholders may find beneficial. These anti- takeover provisions and other provisions under Delaware
law could discourage, delay or prevent a transaction involving a change in control of our company, including actions that our
stockholders may deem advantageous, or could negatively affect the trading price of our eemmen-Common steel-Stock . These
provisions could also discourage proxy contests and make it more difficult for you and other stockholders to elect directors of
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pay base dnd A% armble dividends to the holdels of our C lass A C ommon Stoek or make share repurchases under our 1epulehase
program may be limited by requirements under our certificate of incorporation, our holding company structure, applicable
provisions of Delaware law and contractual restrictions or obligations. Gur-Under our current dividend policy is-eensistent-with

m@eﬁeﬁtﬁ&&t&fﬂbﬂﬁﬁl—pﬁh@y.—?h&t—rs— we -rﬁteﬁd—te-pay a—quarterly bdse plus dividend;-as-weH-as-a-variable cash

dividend-dividends on tha wta-our Class A Common steek-Stock

tepurchaseprogram-. U-ﬁdeﬁeu%eerﬁﬁe&te—The outstandlng shares of Tﬂeﬂi‘pefaﬁeﬂ—ﬁ*e—afe—feqﬁﬁed—te—p&y—a—qﬂaﬁeﬂy

preferred-dividend-inrespeetofour-Class B C ommon Stoc k -rn—t-he—are entltled to an aggregate afneuﬂt—quarterly preferred
dividend of $ 20, 000 in cash per-gua 3 e

the-Partrership-. Other than the 1ns1gn1ficant pleterred div 1dend quunement we are not quuned to pay dividends to our
stockholders on a quarterly or other basis, and declaration of any other dividends in the future will be solely in the discretion of
our board of directors, which may change our dividend policy at any time. Our ability to pay cash dividends to holders of our
Class A Common Stock depends on a number of factors, including among other things, general economic and business
conditions, our strategic plans and prospects, our businesses and investment opportunities, our financial condition and operating
results, capital requirements and other anticipated cash needs, contractual restrictions and obligations, legal, tax and regulatory
restrictions and other factors. Additionally, as a holding company, our ability to pay dividends or repurchase shares of our Class
A eemmoen-Common steek-Stock is subject to the ability of our operating subsidiary OpCo and any future subsidiaries to
provide cash to us. Viper Energy, Inc. has no material assets other than its membership interest in OpCo, which holds all of the
mineral and royalty interests and other assets consolidated on our balance sheet. Under the DGCL we may only pay dividends to
our stockholders out of (i) our surplus, as defined and computed under the provisions of the DGCL , or (ii) our net profits for the
fiscal year in which the dividend is declared and / or the preceding fiscal year. If we do not have sufficient surplus or net profits,
we will be prohibited by law from paying any such dividend. In addition, the terms of the OpCo’ s revolving credit facility
include, and any other debt instruments or financing arrangements may from time to time include covenants or other restrictions
that could constrain our ability to pay dividends, make other distributions or repurchase shares of our Class A Common Stock.
Our certificate of incorporation contains provisions authorizing us to issue series of preferred stock that may have designations,
preferences, rights, powers and duties that are different from, and may be senior to, those applicable to our Class A Common
Stock. For additional information regarding stockholders’ equity and our repurchase program, see Note 7 — Stockholders'
Equity in Item 8. Financial Statements and Supplementary Data of this report. 26-Our ability to complete the Pending 2025
Drop Down is subject to various closing conditions outside of our control, including approval by the majority of
unaffiliated stockholders and regulatory clearance. The Pending 2025 Drop Down is subject to a number of conditions to
closing as specified in the equity purchase agreement for the Pending 2025 Drop Down. These closing conditions include,
among others, (i) the approval of the Pending 2025 Drop Down by (a) the holders of a majority of the voting power of
our Common Stock entitled to vote on such proposal, voting together as a single class, at the special meeting of our
stockholders, excluding the shares beneficially owned by Diamondback and its subsidiaries, and (b) the holders of a
majority of our outstanding Common Stock, in each case as required by Delaware law, (ii) the expiration or termination
of the waiting period under the HSR Act relating to the Pending 2025 Drop Down and (iii) the satisfaction or waiver of
other customary closing conditions. The Equity Issuance is subject to the approval by our stockholders representing a
majority of the total votes cast at the special meeting on such proposal, as required by the rules of the Nasdaq Stock
Market LLC. We expect to hold the special meeting of our stockholders and close the Pending 2025 Drop Down during
the second quarter of 2025. No assurance can be given, however, that the requisite stockholder approvals or the HSR Act
regulatory clearance will be obtained or that the other required closing conditions will be satisfied. Even if the requisite
stockholder approvals and the HSR regulatory clearance are obtained, no assurance can be given as to the timing of such
approval or clearance. Any delay in completing the Pending 2025 Drop Down could cause us not to be able to realize, or
to be delayed in realizing, some or all of the benefits that we expect to achieve if the Pending 2025 Drop Down is
successfully completed within its expected time frame. We cannot provide any assurance that these conditions will not
result in the abandonment or delay of the Pending 2025 Drop Down. The occurrence of any of these events individually
or in combination could have a material adverse effect on our results of operations and the trading price of our Class A
Common Stock. We may be unable to realize anticipated cash flows or other benefits from the Pending 2025 Drop Down.
Our ability to achieve the anticipated benefits from the Pending 2025 Drop Down will depend in part upon an
assessment of several factors, including:  recoverable reserves;  future natural gas and oil prices and their appropriate
differentials; * existing and future production on the mineral and royalty acreage subject to the Pending 2025 Drop
Down and Diamondback’ s plans with respect to such Diamondback- operated acreage; * any title defects; and °
environmental and other regulatory, permitting and similar matters. The accuracy of these assessments is inherently
uncertain. In connection with these assessments, we have performed a review of the subject properties that we believe to
be generally consistent with industry practices. Our review may not reveal all existing or potential problems or permit us




to become sufficiently familiar with the assets to fully assess their deficiencies and potential recoverable reserves.
Inspections will not always be performed on every well, and structural and environmental problems are not necessarily
observable even when an inspection is undertaken. The integration process may be subject to delays or changed
circumstances, and we can give no assurance that the Endeavor Mineral and Royalty Interests will generate cash flow in
accordance with our expectations. Significant acquisitions, such as the Pending 2025 Drop Down, and other strategic
transactions may involve other risks that may cause our business to be adversely impacted, including: ¢ diversion of our
management’ s attention to evaluating and negotiating significant acquisitions and strategic transactions; and  the
failure to realize the full benefit that we expect in estimated proved reserves, production volume or other benefits
anticipated from an acquisition, or to realize these benefits within the expected time frame.



