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EPG Commentary by Dan Steffens 

Ring Energy Inc. (REI) is in our Small-Cap Growth Portfolio. It is not a 

shale company. Ring’s focus is on developing conventional shallow oil 

zones in the Northwest Shelf and the Central Basin Platform areas of the 

Permian Basin.  Throughout 2024 it has been running a two rig drilling 

program designed to complete 41 to 48 new wells (10 to 14 in Q4). 

 

2024 Free Cash Flow should be $45 to $50 million 

 
The Company remains squarely focused on continuing to generate Free 

Cash Flow in 2024.  All 2024 planned capital expenditures (excluding acquisitions) are being fully funded by cash flow 

from operations.  Ring has generated free cash flow from operations for 20 consecutive quarters.   

 

Ring has ~450 low-risk development drilling locations.  The Company reported record sales volumes for Q3 2024, 

exceeding the high end of their guidance.  They also continued to execute a successful drilling and completions 

program, which should add to their proved reserves.  For the year 2024, Ring’s Adjusted Cash Flow from Operations 

should be approximately $197 million.  The balance sheet is in good shape as they continue to pay down debt.  Ring 

should be able to start capital returns to shareholders in 2025 that could include dividends and/or share repurchases. 

 

Management 
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My Fair Value Estimate for REI is $4.00/share 
Compared to TipRanks’ Price Target of $3.00/share 

Disclosure: I do not have a position in REI. I do not intend on buying or selling any shales in the next 72 hours. I wrote this profile myself, and it expresses my own opinions. 
I am not receiving compensation for it from the company. I have no business relationship with any company whose stock is mentioned in this article.  

 
Company Overview 

 

Ring Energy, Inc. (NYSE: REI) is headquartered in The Woodlands, Texas and is a Texas-based oil and gas 

exploration, development, and production company with current operations in the Permian Basin of West Texas -- 

recognized as the top producing oil basin in North America. Formed in 2012, the Company has aggressively sought 

to acquire select low decline, and long-lived oil and gas properties in the Permian Basin with development opportunities 

for future years. With over 100 years of combined management experience in the oil and gas industry, coupled with 

new technological advancements, careful geological evaluation and reservoir engineering and long-established 

industry relationships, REI is poised for profitability and success.  
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Ring’s Two Core Areas are the Northwest Shelf (SA Play) and Central Basin Platform Asset 

 
 

Their legacy assets in the Southern Central Basin Platform, primarily in Crane & Ector counties in West Texas provide 

a solid base level of production with some additional upside.   

 

Recent Acquisitions provide more Running Room: Their more recently acquired Northwest Shelf Assets have 

higher growth potential.  On August 31, 2022 the Company closed the Stronghold Energy Acquisition that 

significantly increased production, free cash flow (FCF) and high-quality development drilling locations (“running 

room”).  During 2023 Ring sold non-core assets in the Delaware Basin and more recently in New Mexico.  Sales 

proceeds were used to pay down debt and fund the Founders Asset Package Acquisition that closed on August 

15, 2023.   

 

Third Quarter 2024 Highlights 
 

• Produced record sales of 20,108 barrels of oil equivalent per day (“Boe/d”) (66% oil) exceeding the high end 
of guidance. 

• Oil sales were 13,204 Bo/d which were within guidance. 

• Reported net income of $33.9 million, or $0.17 per diluted share, and Adjusted Net Income of $13.4 million, or 
$0.07 per diluted share. 

• Incurred Lease Operating Expense (“LOE”) of $10.98 per Boe, near the midpoint of guidance. 



 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS 

Publishing, LLC) and is intended for informational purposes only. Readers are encouraged to do their own research and due diligence before making any 
investment decisions. The publishers will not be held liable for any actions taken by the reader. Although the information in the newsletters and company 

profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

Ring Energy 

 
December 15, 2024 

 

• Recorded Adjusted EBITDA of $54.0 million. 

• Divested non-core vertical wells and associated facilities in the Central Basin Platform for $5.5 million with a 
valuation of approximately 5.6 times estimated next twelve months cash flow. 

• Guidance updated to reflect the impact of the divestiture. < Q4 production will be down ~500 Boepd. 

• Successful development campaign resulted in capital spending of $42.7 million (guidance was $35 million to 
$45 million) with 13 wells drilled and 11 wells completed and placed on production during the quarter. 

• Generated third quarter Adjusted Free Cash Flow of $1.9 million. 

• Remained cash flow positive for the 20th consecutive quarter. 

• Ended the period with $392.0 million in outstanding borrowings on the Company’s credit facility, reflecting a 
paydown of $15.0 million during the third quarter, $33.0 million YTD. 

• Increased liquidity to a record $208.0 million and Leverage Ratio remained at 1.59x as of September 30, 2024. 

 

Management Commentary 

“Our strong performance during the third quarter is a direct reflection of the Company’s commitment to its 

stockholders and — more specifically — the successful execution of our drilling and completion program and 

continued focus on reducing our all-in cash operating costs by our team of experienced professionals. 

Complementing this performance was the divestiture of non-core vertical assets in the Central Basin Platform 

(CBP).  When combined with the cash flow from operations, we were able to reduce debt by another $15 

million during the period, reducing our debt to $392 million. We believe it is important to point out that our 

debt at the end of the third quarter was $5 million less than debt we had at the end of the quarter prior to 

closing the Founders acquisition last year, yet our production is higher by over 2,800 Boe/d, enhancing our 

ability to accelerate further debt reduction in the future. As we look to the remainder of the fourth quarter and 
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into 2025, we believe we are well positioned for continued success and further debt reduction as we remain 

squarely focused on our strategy of maximizing cash flow generation. As you know, further debt reduction 

over the coming quarters will be subject to commodity prices. If future oil prices are consistently lower than 

recent averages, we will pull back capital to maintain production in favor of our ongoing focus on debt 

reduction. Regarding our guidance, we have updated our full year 2024 guidance to reflect only the recent 

divestiture of non-core vertical assets. Our existing assets continue to meet or exceed expectations. 

Regarding our capital spending program during the fourth quarter, we look forward to the results of testing 

new opportunities designed to unlock new producing zones on our existing acreage. These investments 

represent a new phase of potential inventory growth for our Company through seeking to identify and develop 

new hydrocarbon resources organically. Although we are adding organic inventory growth as another 

strategy to create value, we will continue to pursue strategic, accretive and balance sheet enhancing 

acquisitions as our primary source of production and reserves growth. As in the past, we will maintain the 

discipline associated with enhancing our balance sheet and profitably achieving the size and scale designed 

to drive long-term value for our stockholders.  Thank you for your continued support.” 

 – Paul D. McKinney, Chairman & CEO 

 

Financial Update and Guidance 
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The Company is updating its guidance to reflect actual results through the third quarter and the previously discussed 

divestiture of non-core assets that was completed on September 30, 2024. 

Ring’s 2024 development program includes two rigs (one Hz and one vertical) focused on slightly growing oil sales 

volumes and maintaining year-over-year Boe sales. The Company’s YTD performance has led to greater year-

over-year Boe and oil sales volumes growth than originally planned. 

For full year 2024, Ring now expects total capital spending of $147 million to $155 million (versus $141 million to $161 

million previously), with no change to the midpoint. The updated program includes a balanced and capital efficient 

combination of drilling, completing and placing on production 21 to 23 Hz and 22 to 24 vertical wells across the 

Company’s asset portfolio. Additionally, the full year capital spending program includes funds for targeted well 

recompletions, capital workovers, infrastructure upgrades, reactivations, and leasing costs, as well as non-operated 

drilling, completion, capital workovers, and ESG improvements. 

All projects and estimates are based on assumed WTI oil prices of $70 to $90 per barrel and Henry Hub prices of 

$2.00 to $3.00 per Mcf. As in the past, Ring has designed its spending program with flexibility to respond to changes 

in commodity prices and other market conditions as appropriate. 

Based on the $151 million midpoint of spending guidance, the Company continues to expect the following estimated 

allocation of capital, including: 

• 77% for drilling, completion, and related infrastructure; 

• 14% for recompletions and capital workovers; 

• 5% for ESG improvements (environmental and emission reducing upgrades); and 

• 4% for land, non-operated capital, and other.   

The Company is updating its full year 2024 oil sales volumes guidance to between 13,250 and 13,450 Bo/d versus 

13,200 to 13,800 Bo/d previously, which reflects a 1% reduction at the midpoint due primarily to the divestiture of non-

core assets discussed above. 

The Company remains focused on maximizing Adjusted Free Cash Flow. All 2024 planned capital expenditures 

will be fully funded by cash on hand and cash from operations, and excess Adjusted Free Cash Flow is 

targeted for further debt reduction.  For the fourth quarter of 2024, Ring is providing guidance for sales volumes of 

12,950 to 13,550 Bo/d and 19,200 to 20,000 Boe/d (68% oil, 13% natural gas, and 19% NGLs). The Company is 

targeting total capital expenditures in fourth quarter 2024 of $33 million to $41 million, primarily for drilling and 

completion activity. Additionally, the capital spending program includes funds for targeted capital workovers, 

infrastructure upgrades, well reactivations, leasing acreage; and non-operated drilling, completion, and capital 

workovers.Ring expects LOE of $10.75 to $11.25 per Boe for the fourth quarter and $10.70 to $11.00 per Boe for the 

full year. The Company’s previous guidance for full year 2024 was $10.50 to $11.25 per Boe. 
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Sales Volumes, Prices, and Revenues 

 

Sales volumes for the third quarter of 2024 were a record 20,108 Boe/d (66% oil, 15% natural gas and 19% NGLs), 
or 1,849,934 Boe. Positively impacting third quarter 2024 sales volumes was the Founders Acquisition that closed in 
August 2023 and incremental production brought online during the period associated with the Company’s ongoing 
development program. Second quarter 2024 sales volumes were 19,786 Boe/d (69% oil, 14% natural gas and 17% 
NGLs), or 1,800,570 Boe, and third quarter of 2023 sales volumes were 17,509 Boe/d (69% oil, 16% natural gas and 
15% NGLs), or 1,610,857 Boe. Third quarter 2024 sales volumes were comprised of 1,214,788 barrels (“Bbls”) of oil, 
1,705,027 thousand cubic feet (“Mcf”) of natural gas and 350,975 Bbls of NGLs. 

For the third quarter of 2024, the Company realized an average sales price of $74.43 per barrel of crude oil, $(2.26) 
per Mcf of natural gas, and $7.66 per barrel of NGLs. The realized natural gas and NGL prices were impacted by a 
fee reduction to the value received. For the third quarter of 2024, the weighted average natural gas price per Mcf was 
$(0.50) and the weighted average fee per Mcf was $(1.76); the weighted average NGL price per barrel was $18.45 
offset by a weighted average fee per barrel of $(10.79). The weighted average natural gas price for third quarter 2024 
reflects continued natural gas product takeaway constraints, which could be alleviated through additional third-party 
pipeline capacity. The combined average realized sales price for the period was $48.24 per Boe versus $55.06 per 
Boe for the second quarter of 2024 and $58.16 per Boe in the third quarter of 2023. The average oil price differential 
the Company experienced from NYMEX WTI futures pricing in the third quarter of 2024 was a negative $0.56 per 
barrel of crude oil, while the average natural gas price differential from NYMEX futures pricing was a negative $4.43 
per Mcf. 

Revenues were $89.2 million for the third quarter of 2024 compared to $99.1 million for the second quarter of 2024 
and $93.7 million for the third quarter of 2023. The decrease in third quarter 2024 revenues from the second quarter 
of 2024 was driven by a decrease in overall realized pricing, partially offset by increased sales volumes. 
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“My valuation of REI will be driven by oil prices and the success of this year’s drilling program.  As you can 

see below, this company’s true value is tied to the PV10 net asset value of their proved reserves, which was 

$4.40 per share on December 31, 2023.  The 2024 drilling program is designed to increase oil production 

and move probable reserves (2P) into the proved (1P) category.” – Dan Steffens 

Year-End 2023 Proved Reserves 

 

The Company's year-end 2023 SEC proved reserves were 129.8 MMBoe compared to 138.1 MMBoe at year-end 

2022. During 2023, Ring recorded reserve additions of 8.2 MMBoe for acquisitions and 4.8 MMBoe for extensions, 

discoveries and improved recovery. Offsetting these additions were 5.7 MMBoe related to the sale of non-core assets, 

6.6 MMBoe of production, 5.3 MMBoe for reductions in year-over-year pricing, and 3.7 MMBoe related to changes in 

performance and other economic factors. 

 

The SEC twelve-month first day of the month average prices used for year-end 2023 were $74.70 per barrel of crude 

oil and $2.637 per MMBtu of natural gas, both before adjustment for quality, transportation, fees, energy content, and 

regional price differentials, while for year-end 2022 they were $90.15 per barrel of crude oil and $6.358 per MMBtu of 

natural gas. 

 

Year-end 2023 SEC proved reserves were comprised of approximately 63% crude oil, 19% natural gas, and 

18% natural gas liquids. At year end, approximately 68% of 2023 proved reserves were classified as proved 

developed and 32% as proved undeveloped. This is compared to year-end 2022 when approximately 65% of proved 

reserves were classified as proved developed and 35% were classified as proved undeveloped. 

 

The PV-10 value at year-end 2023 was $1,647.0 million versus $2,773.7 million at the end of 2022. 
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Expenses 
 
Lease Operating Expense (“LOE”): LOE, which includes expensed workovers and facilities maintenance, was $20.3 
million, or $10.98 per Boe, in the third quarter of 2024, which was near the midpoint of the Company’s guidance of 
$10.50 to $11.25 per Boe. LOE was $19.3 million, or $10.72 per Boe in the second quarter of 2024 and $18.0 million, 
or $11.18 per Boe, for the third quarter of 2023.  

Gathering, Transportation and Processing (“GTP”) Costs: As previously disclosed, due to a contractual change 
effective May 1, 2022, the Company no longer maintains ownership and control of natural gas through processing for 
the majority of its gas produced. As a result, the majority of GTP costs are now reflected as a reduction to the natural 
gas sales price and not as an expense item. There does remain one contract in place with a natural gas processing 
entity where the point of control of gas dictates requiring the fees to be recorded as an expense. 

Ad Valorem Taxes: Ad valorem taxes were $1.17 per Boe for the third quarter of 2024 compared to $0.74 per Boe in 
the second quarter of 2024 and $1.10 per Boe for the third quarter of 2023. 

Production Taxes: Production taxes were $2.27 per Boe in the third quarter of 2024 compared to $2.01 per Boe in 
the second quarter of 2024 and $2.95 per Boe in third quarter of 2023. Production taxes ranged between 3.7% to 
5.1% of revenue for all three periods. 

Depreciation, Depletion and Amortization (“DD&A”) and Asset Retirement Obligation Accretion:  DD&A was 
$13.87 per Boe in the third quarter of 2024 versus $13.72 per Boe for the second quarter of 2024 and $13.65 per Boe 
in the third quarter of 2023. Asset retirement obligation accretion was $0.19 per Boe in the third quarter of 2024, 
compared to $0.20 for the second quarter of 2024 and $0.22 per Boe in the third quarter of 2023. 

General and Administrative Expenses (“G&A”):  G&A was $6.4 million ($3.47 per Boe) for the third quarter of 2024 
versus $7.7 million ($4.28 per Boe) for the second quarter of 2024 and $7.1 million ($4.40 per Boe) for the third quarter 
of 2023. G&A, excluding non-cash share-based compensation, was $6.4 million ($3.45 per Boe) for the third quarter 
of 2024 versus $5.6 million ($3.13 per Boe) for the second quarter of 2024 and $4.9 million ($3.05 per Boe) for the 
third quarter of 2023. G&A, excluding non-cash share-based compensation and transaction costs, was $6.4 million 
($3.45 per Boe) for the third quarter of 2024 versus $5.6 million ($3.13 per Boe) for the second quarter of 2024 and 
$5.1 million ($3.15 per Boe) for the third quarter of 2023. 

Interest Expense: Interest expense was $10.8 million in the third quarter of 2024 versus $10.9 million for the second 
quarter of 2024 and $11.4 million for the third quarter of 2023.  

Derivative (Loss) Gain:  In the third quarter of 2024, Ring recorded a net gain of $24.7 million on its commodity 
derivative contracts, including a realized $1.9 million cash commodity derivative loss and an unrealized $26.6 million 
non-cash commodity derivative gain. This compares to a net loss of $1.8 million in the second quarter of 2024, 
including a realized $2.6 million cash commodity derivative loss and an unrealized $0.8 million non-cash commodity 
derivative gain. In the third quarter of 2023, the Company recorded a net loss on commodity derivative contracts of 
$39.2 million, including a realized $5.4 million cash commodity derivative loss and an unrealized $33.9 million non-
cash commodity derivative loss.  
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For the remainder (October through December) of 2024, the Company has approximately 0.6 million barrels of oil 
(approximately 48% of oil sales guidance midpoint) hedged at a blended price of $69.68/bbl and approximately 0.5 
billion cubic feet of natural gas (approximately 32% of natural gas sales guidance midpoint) hedged at a blended price 
of $4.39/MMBtu. 

Income Tax: The Company recorded a non-cash income tax provision of $10.1 million in the third quarter of 2024 
versus a provision of  $6.8 million in the second quarter of 2024, and a benefit of $3.4 million for the third quarter of 
2023. 

 

Balance Sheet and Liquidity 

 

Total liquidity (defined as cash and cash equivalents plus borrowing base availability under the Company’s credit 

facility) at September 30, 2024 was $208.0 million, a 7% increase from June 30, 2024. Liquidity at September 30, 

2024 consisted of $208.0 million of availability under Ring’s revolving credit facility, which included a reduction of $35 

thousand for letters of credit.  

On September 30, 2024, the Company had $392 million in borrowings outstanding on its credit facility that has a 

current borrowing base of $600 million. During the third quarter, Ring paid down $15 million in borrowings. Consistent 

with the past, the Company is targeting continued debt reduction, dependent on market conditions, the timing and 

level of capital spending, and other considerations. 
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Capital Expenditures  

 

During the third quarter of 2024, capital expenditures were $42.7 million, which was within the Company’s guidance 

of $35 million to $45 million, and the number of wells drilled and completed (and placed on production) — 13 and 11 

wells, respectively — was also within the Company’s guidance range. Three horizontal (“Hz”) wells were drilled and 

completed in the Northwest Shelf, including two 1-mile and one 1.5-mile laterals.  

 

Four 1-mile Hz wells were drilled in the Central Basin Platform, two of which were completed in October. Finally, six 

vertical wells were drilled and completed in the Central Basin Platform. 
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Acquisition Update 

 
Updated Guidance 

 



 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS 

Publishing, LLC) and is intended for informational purposes only. Readers are encouraged to do their own research and due diligence before making any 
investment decisions. The publishers will not be held liable for any actions taken by the reader. Although the information in the newsletters and company 

profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

Ring Energy 

 
December 15, 2024 

 

November 25, 2024 Press Release 
Ring Energy, Inc. announced the addition of a new senior technical executive. 
 
Mr. James J. Parr joins Ring as Executive Vice President, Exploration and Geosciences. Mr. Parr is an experienced 
petroleum geologist with over 30 years of energy leadership in all aspects of the upstream petroleum business in 
multiple global organizations. As a key member of the executive team, Ring Energy is enhancing its ability for further 
value creation through identification, capture, and execution of both organic and inorganic growth opportunities. 
 
Mr. Paul D. McKinney, Chairman of the Board and Chief Executive Officer, commented, “I have had the pleasure of 
working closely with James in the past, who is a respected oil finder with an established history of successful capital 
allocation and portfolio management resulting in impactful, low-cost reserve additions, and related positive 
contributions to the bottom line. We look forward to leveraging James’ extensive technical background and industry 
experience to help grow our opportunity set of highly attractive drilling prospects targeted to further maximize the 
Company’s cash flow, improve the balance sheet, and drive increased value for our stockholders.” 

 
Hedges 
For the remainder (October through December) of 2024, the Company has approximately 0.6 million barrels of oil 

(approximately 48% of oil sales guidance midpoint) hedged and approximately 0.5 billion cubic feet of natural gas 

(approximately 32% of natural gas sales guidance midpoint) hedged. 

 

  



 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS Publishing, LLC) and is intended for informational 
purposes only. Readers are encouraged to do their own research and due diligence before making any investment decisions. The publishers will not be held liable for any actions taken by the reader. Although 

the information in the newsletters and company profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

 

 

 

Net Income and Cash Flow Forecast Model 

 
 
 
 
 
  

Ring Energy, Inc. 
 

December 15, 2024 


