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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.  Based on Ring’s 2025 guidance it expects to complete 43 

to 55 new wells this year (7 to 9 in Q1), increasing production by 6% to 8%. 

 

Ring’s 2025 D&C Capex should be fully funded by 

cash flow from operations 

 

The Company remains squarely focused on continuing to generate Free Cash Flow in 2025.  Ring has generated 

free cash flow from operations for 21 consecutive quarters.   

 

Ring has ~470 low-risk development drilling locations.  The Company reported record sales volumes for 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 

was $195.3 million.  Ring closed the previously announced Lime Rock Acquisition on March 31, 2025 that 

added 2,300 Boepd (~80% oil) and more than 40 high-value low-risk development drilling locations.. 
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My Fair Value Estimate for REI is $3.70/share 
Compared to TipRanks’ Price Target of $2.75/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 
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new technological advancements, careful geological evaluation and reservoir engineering and long-established 

industry relationships, REI is poised for profitability and success.  

  

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.  On February 23, 2025 Ring announce the Lime Rock Acquisition that closed on March 31, 2025. 

 

Fourth Quarter 2024 Highlights 
 

• Recorded net income of $5.7 million, or $0.03 per diluted share. 

• Reported Adjusted Net Income of $12.3 million, or $0.06 per diluted share.  
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• Sold 19,658 barrels of oil equivalent per day (“Boe/d”), exceeding midpoint of guidance and 12,916 barrels of 
oil per day (“Bo/d”). 

• Held all-in cash operating costs (on a Boe basis) substantially flat with Q3 2024. 

• Reduced total capital expenditures by 12% to $37.6 million as compared to Q3 2024. 

• Recorded Adjusted Cash Flow from Operations of $42.2 million and delivered Adjusted Free Cash Flow of 
$4.7 million, remaining free cash flow positive for 21 consecutive quarters. 

• Strengthened balance sheet by an additional $7.0 million in debt reduction. 

 

Management Commentary 

“We finished 2024 delivering on our promises during the fourth quarter, in a year in which the Ring Team 

enhanced nearly every controllable metric. We grew our sales by 8% over the prior year to a record 19,648 

Boe/d and our oil sales by 6% to a record 13,283 Bo/d. We reduced our all-in cash operating costs per Boe by 

2% and drilled 13 more wells for slightly less capital than the previous year representing a substantial increase 

in capital efficiency for both our horizontal and vertical wells. We paid down debt by $40 million and exited 

the year with $385 million borrowings and approximately $217 million of liquidity. During the fourth quarter of 

2024, we reduced our capital expenditures in anticipation of seeking and completing a meaningful acquisition 

of producing properties, while achieving the midpoint of our guidance on a Boe basis. As we have previously 

stated, we intend to maintain or slightly grow our production through our organic drilling program and grow 

through accretive, balance sheet enhancing acquisitions of assets that meet specific criteria. Our strategy 

retains the flexibility to respond to changing conditions to ensure we continue to make progress profitably 

growing the Company, achieving the size and scale to earn more attractive market metrics, and build long 

term shareholder value. Looking forward to 2025, we intend to continue a reduced capital spending program 
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in the first quarter to help us achieve a satisfactory leverage ratio upon closing the Lime Rock transaction 

(which closed on March 31). The rest of the year will be consistent with our past. We will continue our focus 

on maximizing cash flow generation and intend to allocate a portion of our cash flow from operations to 

maintain production and liquidity and allocate the balance to paying down debt. With the potential added 

benefit of the proposed Lime Rock production beginning in the second quarter and our historically successful 

capital spending program, we anticipate ending 2025 stronger than ever. I would like to thank the Ring Team 

for the hard work and dedication it took to deliver our 2024 results. I also want to express our gratitude for 

the continued support of our shareholders. Despite an environment of lower realized commodity prices, being 

a member of a market segment where investor interest has waned, and other market conditions beyond our 

control, our shareholders continued to support us as we pursue our value focused proven strategy to build 

long-term value.”  – Paul D. McKinney, Chairman & CEO 

 

Financial Update and Guidance 

 

In January, the Company commenced its 2025 development program with one rig drilling horizontal wells followed by 

another rig drilling vertical wells. During the first quarter, this disciplined capital program is intended to achieve a 

satisfactory leverage ratio upon the closing of the Lime Rock transaction. The Company intends to utilize a phased 

(versus continuous) capital drilling program to maximize free cash flow and retain the flexibility to respond to changes 

in commodity prices and other market conditions. 
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For full year 2025, Ring expects total capital spending of $138 million to $170 million that includes a balanced 

and capital efficient combination of drilling, completing and placing on production 27 to 32 Hz and 15 to 22 vertical 

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

drilling of targeted well recompletions, capital workovers, infrastructure upgrades, reactivations, leasing costs, ESG 

improvements, and the drilling of approximately three SWD wells, in addition to the Company’s pro-rata capital 

spending for non-operated drilling, completion, and capital workover activities. 

All projects and estimates are based on assumed WTI oil prices of $65 to $75 per barrel and Henry Hub prices of 

$2.00 to $4.00 per Mcf.Based on the $154 million midpoint of spending guidance, the Company expects the following 

estimated allocation of capital investment: 

• 73% for drilling, completion, and related infrastructure; 

• 19% for recompletions and capital workovers; 

• 5% for environmental and emission reducing facility upgrades; and 

• 3% for land and non-operated capital. 

The Company remains focused on continuing to generate Adjusted Free Cash Flow. All 2025 planned capital 

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

currently targeted for further debt reduction.The Company currently forecasts full year 2025 oil sales volumes of 13,600 

to 14,200 Bo/d compared with full year 2024 oil sales volumes of 13,283 Bo/d, with the midpoint of guidance reflecting 

almost a 5% increase from last year. 
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2024 Sales Volumes, Prices, and Revenues 

 

For the fourth quarter of 2024, Ring’s realized average sales prices were $68.98 per barrel of crude oil, $(0.96) per 
Mcf of natural gas and $9.08 per barrel of NGLs. The realized natural gas and NGL prices are impacted by a fee 
reduction to the value received. For the fourth quarter of 2024, the weighted average natural gas price per Mcf was 
$0.87 offset by a weighted average fee value per Mcf of $(1.83), and the weighted average NGL price per barrel was 
$20.96 partially offset by a weighted average fee of $(11.88) per barrel. The combined average realized sales price 
for the period was $46.14 per Boe, down 4% versus $48.24 per Boe for the third quarter of 2024, and down 18% from 
$56.01 per Boe in the fourth quarter of 2023. The average oil price differential the Company experienced from WTI 
NYMEX futures pricing in the fourth quarter of 2024 was a negative $1.42 per barrel of crude oil, while the average 
natural gas price differential from NYMEX futures pricing was a negative $3.83 per Mcf. 

Revenues were $83.4 million for the fourth quarter of 2024 compared to $89.2 million for the third quarter of 2024 and 
$99.9 million for the fourth quarter of 2023. The 7% decrease in fourth quarter 2024 revenues from the third quarter 
was driven by a ($3.8MM) price variance and a ($2.0MM) volume variance. 

“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 

$3.70 per share on December 31, 2024.  The Lime Rock Acquisition that closed on March 31, 2025 increases 

Ring’s production by approximately 2,300 Boepd (~80% oil).   It also increases Ring’s proved (1P) and 

probable (2P) reserves.” – Dan Steffens 

Year-End 2024 Proved Reserves 

 

The Company's year-end 2024 SEC proved reserves were 134.2 MMBoe, up 3% compared to 129.8 MMBoe at year-

end 2023. During 2024, Ring recorded reserve additions of 16.0 MMBoe for extensions, discoveries and improved 

recovery. Offsetting these additions were 1.2 MMBoe related to the sale of non-core assets, 7.2 MMBoe of production, 

and 3.2 MMBoe of revisions related to changes in pricing and performance. The SEC twelve-month first day of the 

month average prices used for year-end 2024 were $71.96 per barrel of crude oil and $2.130 per MMBtu of natural 

gas, both before adjustment for quality, transportation, fees, energy content, and regional price differentials, while for 

year-end 2023 they were $74.70 per barrel of crude oil and $2.637 per MMBtu of natural gas — a decrease of four 

percent and two percent, respectively. Year-end 2024 SEC proved reserves were comprised of approximately 60% 

crude oil, 19% natural gas, and 21% natural gas liquids. At year end, approximately 69% of 2024 proved reserves 

were classified as proved developed and 31% as proved undeveloped. This is compared to year-end 2023 when 

approximately 68% of proved reserves were classified as proved developed and 32% were classified as proved 

undeveloped.  

 

The Company’s year-end 2024 proved reserves were prepared by Cawley, Gillespie & Associates, Inc., and 

independent petroleum engineering firm. The PV-10 value at year-end 2024 was $1,462.8 million versus $1,647.0 

million at the end of 2023. 
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Expenses 
 
Lease Operating Expense (“LOE”): LOE, which includes expensed workovers and facilities maintenance, was $20.3 
million, or $11.24 per Boe, in the fourth quarter of 2024 versus $20.3 million, or $10.98 per Boe, in the third quarter of 
2024 and $18.7 million, or $10.50 per Boe, for the fourth quarter of 2023. Fourth quarter 2024 LOE per Boe was within 
the Company’s guidance range, and the Company remains focused on further improving the efficiencies of its 
operations. 

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 the majority of its natural gas 
through processing. As a result, GTP costs are now substantially reflected as a reduction to the natural gas sales price 
and not as an expense item. There remains only 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, inclusive of an accrual for methane taxes of $527,687, were $1.34 per Boe for 
the fourth quarter of 2024, compared to $1.17 per Boe in the third quarter of 2024 and $0.92 per Boe for the fourth 
quarter of 2023. 

Production Taxes: Production taxes were $2.13 per Boe in the fourth quarter of 2024 compared to $2.27 per Boe in 
the third quarter of 2024 and $2.78 per Boe in fourth quarter of 2023. Production taxes ranged between 4.6% to 5.0% 
of revenue for all three periods. 
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Depreciation, Depletion and Amortization (“DD&A”) and Asset Retirement Obligation Accretion: DD&A was 
$13.57 per Boe in the fourth quarter of 2024 versus $13.87 per Boe for the third quarter of 2024 and $13.76 per Boe 
in the fourth quarter of 2023. Asset retirement obligation accretion was $0.18 per Boe in the fourth quarter of 2024 
compared to $0.19 per Boe for the third quarter of 2024 and $0.20 per Boe in the fourth quarter of 2023. 

General and Administrative Expenses (“G&A”): G&A was $8.0 million ($4.44 per Boe) for the fourth quarter of 
2024 versus $6.4 million ($3.47 per Boe) for the third quarter of 2024 and $8.2 million ($4.58 per Boe) in the fourth 
quarter of 2023. G&A, excluding share-based compensation1, was $6.4 million for the fourth quarter of 2024 ($3.52 
per Boe) versus $6.4 million for the third quarter of 2024 ($3.45 per Boe) and $5.7 million in the fourth quarter of 2023 
($3.20 per Boe). The fourth quarter of 2024 included $21,017 of Transaction Costs. Excluding these costs and share-
based compensation, G&A was $3.51 per Boe for the period. 

Interest Expense: Interest expense was $10.1 million in the fourth quarter of 2024 versus $10.8 million for the third 
quarter of 2024 and $11.6 million for the fourth quarter of 2023. 

Derivative (Loss) Gain: In the fourth quarter of 2024, Ring recorded a net loss of $6.3 million on its commodity 
derivative contracts, including a realized $0.7 million cash commodity derivative gain and an unrealized $7.0 million 
non-cash commodity derivative loss. This compared to a net gain of $24.7 million in the third quarter of 2024, including 
a realized $1.9 million cash commodity derivative loss and an unrealized $26.6 million non-cash commodity derivative 
gain, and a net gain of $29.3 million in the fourth quarter of 2023, including a realized $3.3 million cash commodity 
derivative loss and an unrealized $32.5 million non-cash commodity derivative gain. For full year 2025, the Company 
currently has approximately 2.4 million barrels of oil (48% of oil sales guidance midpoint) hedged and 2.4 billion cubic 
feet of natural gas (33% of natural gas sales guidance midpoint) hedged. 

Income Tax: The Company recorded a non-cash income tax provision of $1.8 million in the fourth quarter of 2024, 
$10.1 million in the third quarter of 2024, and $7.9 million for fourth quarter 2023. 
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Balance Sheet and Liquidity 

 

Total liquidity at December 31, 2024 was $216.8 million, a 4% increase from September 30, 2024 and a 24% increase 
from December 31, 2023. Liquidity at December 31, 2024 consisted of cash and cash equivalents of $1.9 million and 
$215.0 million of availability under Ring’s revolving credit facility, which includes a reduction of $35 thousand for letters 
of credit. On December 31, 2024, the Company had $385.0 million in borrowings outstanding on its revolving credit 
facility that has a current borrowing base of $600.0 million. Ring paid down $7 million of debt during the fourth quarter 
of 2024 and $70.0 million since the closing of the Founders Transaction in August 2023. The Company is targeting 
further debt pay down during 2025 dependent on market conditions, the timing of capital spending, and other 
considerations. 

During the fourth quarter of 2024, the Company’s borrowing base of $600 million under its revolving credit facility was 
reaffirmed. The next regularly scheduled bank redetermination is scheduled to occur during May 2025. Ring is 
currently in compliance with all applicable covenants under its revolving credit facility. 

 

 

Capital Expenditures  

 

During the fourth quarter of 2024, capital expenditures on an accrual basis were $37.6 million, which was near the 
midpoint of Ring’s guidance of $33 million to $41 million. The Company drilled five Hz and four vertical wells, and 
completed ten wells — with all drilling and completion activity occurring in the Central Basin Platform (“CBP”). Also 
included in fourth quarter 2024 capital spending were costs for capital workovers, infrastructure upgrades, 
recompletions, leasing costs, and ESG improvements. 
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For the year ended December 31, 2024, capital expenditures on an accrual basis were $151.9 million — substantially 
flat with full year 2023 despite more than a 40% increase in drilling and completion activity in 2024. Capital spending 
in 2024 included costs to drill, complete and place on production 21 Hz wells (five in the NWS and 16 in the CBP) and 
22 vertical wells in the CBP, as well as costs for capital workovers, infrastructure upgrades, recompletions, leasing 
costs, and ESG improvements. 

Acquisition Update 

On February 25, 2025, the Company entered into an agreement to acquire Lime Rock’s CBP assets for $90 million in 
cash with $80 million due at closing and $10 million due on the nine month anniversary of closing, and approximately 
7.4 million shares of our common stock. The purchase price is subject to customary purchase price adjustments. The 
transaction has an effective date of October 1, 2024, and is expected to close by the end of the first quarter of 2025. 

The Lime Rock Acquisition closed on March 31, 2025 

• HIGHLY ACCRETIVE: 2,300 barrels of oil equivalent per day (“Boe/d”) (>80% oil) of low-decline net production 
from ~101 gross wells driving $34 million of 2025E Adjusted EBITDA 

• INCREASED SCALE AND OPERATIONAL SYNERGIES: ~17,700 net acres (100% HBP) mostly contiguous 
to Ring’s existing footprint 

• MEANINGFUL ADJUSTED FREE CASH FLOW GENERATION: Supported by $120 million of oil-weighted PD 
PV-101,2 reserves 

• STRENGTHENS HIGH-RETURN INVENTORY PORTFOLIO: >40 gross locations that immediately compete 
for capital and CREATES A STRONGER AND MORE RESILIENT COMPANY 
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Updated Guidance 

 

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.” 
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Hedges 
 
For full year 2025, the Company currently has approximately 2.4 million barrels of oil (48% of oil sales guidance 

midpoint) hedged and 2.4 billion cubic feet of natural gas (33% of natural gas sales guidance midpoint) hedged. 
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