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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.  My current valuation is based on the midpoint of their 

recent Q2 2025 production guidance (21,500 Boepd) and the bottom 

of their full year production guidance (20,000 Boepd). 

 

Ring’s 2025 D&C Capex is being 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 22 consecutive quarters.   

 

Ring 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 increased their proved reserves.  Ring closed the 

previously announced Lime Rock Acquisition on March 31, 2025 that added 2,300 Boepd (~75% oil) and more 

than 40 high-value low-risk development drilling locations. 
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My Fair Value Estimate for REI is $2.95/share 
Compared to TipRanks’ Price Target of $3.47/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.  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. < Increasing Ring’s production 

from 18,392 Boepd in Q1 2025 to an estimated 21,500 Boepd in Q2 2025. 



 

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 dil igence 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 

 
June 11, 2025 

 

The Lime Rock Acquisition closed March 31, 2025 
 

 
 
First Quarter 2025 Highlights 
 

• Sold 12,074 barrels of oil per day (“Bo/d”) (> high end of guidance) and 18,392 barrels of oil equivalent per day 
(“Boe/d”) (> mid point of guidance) 

• Reported net income of $9.1 million, or $0.05 per diluted share, and Adjusted Net Income of $10.7 million, or 
$0.05 per diluted share 

• Recorded Adjusted EBITDA of $46.4 million and Lease Operating Expense (“LOE”) of $11.89 per Boe (< mid 
point of guidance) 

• Invested $32.5 million in capital expenditures (within guidance, excluding acquisitions) that was 14% lower 
than 4Q 2024 
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• Generated Adjusted Cash Flow from Operations of $38.2 million and Adjusted Free Cash Flow (“AFCF”) of 
$5.8 million 

• Remained cash flow positive for the 22nd consecutive quarter and had liquidity of $141.1 million at the end of 
the period 

• Completed highly-accretive acquisition of Central Basin Platform (“CBP”) assets from Lime Rock 
Resources IV, LP (“Lime Rock’) on March 31, 2025 with operations to date exceeding expectations 

• Provided updated guidance for the remainder of 2025, which reflects more than a 47% decrease in capital 
spending from original guidance for time period 2Q to 4Q 2025. 

 

Management Commentary 

“We’re excited to kick off 2025 with a strong first quarter, showcasing the flexibility, resilience, and strength 

of our proven, value-focused strategy amid fluctuating oil prices. Our performance met or surpassed all 

guidance targets, driven by exceptional oil sales volumes. As shared earlier, this success stemmed from the 

outperformance of our newly drilled wells and the tireless dedication of our operations team, who kept our 

PDP assets running at peak efficiency. On the final day of the quarter, we closed the highly accretive 

acquisition of Lime Rock’s CBP assets, which are outperforming the forecasts originally used to value them, 

adding more value to our portfolio. To set the stage for this synergistic transaction, we strategically adjusted 

the timing of our drilling program and capital spending initiatives, optimizing our financial position and 

reinforcing our balance sheet. With this strong foundation, we’re poised to continue delivering value to our 

stockholders despite the uncertainties currently facing our industry. We have been looking forward to sharing 

more about our proactive approach to navigating the recent dip in oil prices, showcasing the strength of our 
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value-focused strategy. As previously announced, we’ve strategically reduced our second quarter capital 

spending by over 50%, while maintaining our sales volume guidance. Looking ahead, our updated full-year 

guidance reflects a 36% reduction in capital spending with only a 5% reduction to sales volumes, made 

possible by the exceptional performance of both our existing and newly acquired assets so far this year. This 

represents a 2% increase of year-over-year total sales. Should oil prices rise later in the year, we’re positioned 

to accelerate our debt reduction efforts, channeling the benefits of higher prices into strengthening our 

balance sheet. This disciplined approach highlights our proven strategy. We’re committed to delivering value 

for our stockholders and are deeply grateful for your trust and investment in Ring Energy as we build a 

brighter, more resilient future together.”  – Paul D. McKinney, Chairman & CEO 

 

Financial Update and Guidance 

 

Ring’s 2025 development program has been updated to reflect a reduction in capital spending in response to the 

weakened price environment. For full year 2025, Ring now expects total capital spending of $85 million to $113 million 

(versus $138 million to $170 million previously disclosed). In addition to wells that the Company plans to drill and 

complete, 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 facility improvements. < D&C Capex spending Q2 thru Q4 2025 is expected to be $52 to $80 million, 

which means that free cash flow should be $35 to $63 million over the last nine months on this year. 
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All projects and estimates are based on assumed WTI oil prices of $50 to $70 per barrel and Henry Hub prices of 

$3.00 to $4.00 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 $99 million midpoint of spending guidance, the Company continues to expect the following estimated 

allocation of capital, including: 

• 61% for drilling, completion, and related infrastructure; 

• 33% for recompletions and capital workovers; 

• 4% for facility improvements (environmental and emission reducing upgrades); and 

• 2% for land, non-operated capital, and other. 

 
 

2025 Sales Volumes, Prices, and Revenues 

Sales volumes for 1Q 2025 were 18,392 Boe/d (66% oil, 18% natural gas liquids (“NGLs”) and 16% natural gas) 

versus 4Q 2024 sales volumes of 19,658 Boe/d (66% oil, 19% NGLs and 15% natural gas) and 1Q 2024 sales volumes 

of 19,034 Boe/d (70% oil, 15% NGLs and 15% natural gas).  

Average realized sales prices for 1Q 2025, including cash settlements on hedges during the quarter were $70.40 per 

barrel of crude oil, $(0.09) per Mcf of natural gas, and $9.65 per barrel of NGLs. The weighted average natural gas 
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price for 1Q 2025 reflects continued natural gas product takeaway constraints, which are being alleviated through 

additional third-party pipeline capacity. The average oil price differential the Company experienced from NYMEX WTI 

("West Texas Intermediate") futures pricing in 1Q 2025 was a negative $0.89 per barrel of crude oil, while the average 

natural gas price differential from NYMEX futures pricing was a negative $3.81 per Mcf. 

Revenues were $79.1 million for 1Q 2025 compared to $83.4 million for 4Q 2024 and $94.5 million for 1Q 2024. The 

5% decrease in 1Q 2025 revenues from 4Q 2024 was driven by a negative $7.3 million volume variance offset by a 

positive $3.0 million price variance. 

Year-End 2024 Proved Reserves (not including the Lime Rock Acquisition that closed 3/31/2025) 

 

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  

 

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

independent petroleum engineering firm. The PV of proved reserves value at year-end 2024 was $1,462.8 million 

versus $1,647.0 million at the end of 2023.  PV10 valuation of proved reserves at year-end 2024 was $1,232.9 million. 

 

 
 

“On the next page you can see that the Lime Rock Acquisition adds proved reserves and high-quality development 

drilling locations.  Combined with successful development drilling programs, Ring should be able to continue 

generating free cash flow.   Key to my valuation of REI is stable production in the 20,000 to 22,000 Boepd range and 

WTI oil price rebounding to $75.00/bbl in 2025.  Natural gas prices will remain low in the CBP area of the Permian 

Basin until more pipeline takeaway capacity and more in basin gas-fired power plants are build. Ring just needs to 

stay focused on paying down debt.” – Dan Steffens  
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Expense Update 
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Balance Sheet and Liquidity 

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

facility) at March 31, 2025 was approximately $141.1 million, consisting of $140.0 million of availability under Ring’s 

revolving credit facility, which included a reduction of $35 thousand for letters of credit, and $1.1 million in cash and 

cash equivalents. On March 31, 2025, the Company had $460 million in borrowings outstanding on its credit facility 

that has a current borrowing base of $600 million and reflects the draw on the revolving credit facility to fund the Lime 

Rock Acquisition. 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 1Q 2025, capital expenditures for the Company’s drilling and development activities were $32.5 million, which 
was within the Company’s guidance of $26 million to $34 million. Ring also invested approximately $70.9 million for 
the Lime Rock Acquisition that closed on March 31, 2025 (including the $63.6 million cash payment at closing, the 
$5.0 million deposit payment made in February, and $2.3 million in direct transaction costs). 

Drilling and Development 

Ring drilled, completed, and placed on production seven wells. In the Northwest Shelf in Yoakum County, Ring drilled 
and completed three 1-mile horizontal wells and one 1.25-mile horizontal well, all with a working interest of 75%. In 
the CBP in Ector County, the Company drilled and completed three vertical wells, all with a working interest of 100%. 

Acquisition Update 

On March 31, 2025, Ring completed the acquisition of CBP assets from Lime Rock. Those properties are located in 
the Permian Basin in Andrews County, Texas, and are focused on the development of approximately 17,700 net acres 
where the majority are similar to Ring’s existing CBP assets in the Shafter Lake area, and the remaining acreage 
exposes the Company to new active plays. 

The key transaction highlights include: 

• Highly Accretive: ~2,300 Boe/d (>75% oil) of low-decline net production from ~101 gross wells; 

• Increased Scale and Operational Synergies: ~17,700 net acres (100% HBP) mostly contiguous to Ring’s 
existing footprint; 

• Meaningful Free Cash Flow Generation: Supported by $121 million of oil-weighted reserves (based on NYMEX 
strip pricing as of February 19, 2025; and 

• Strengthens High-Return Inventory Portfolio: >40 gross locations that immediately compete for capital. 

After taking into account preliminary purchase price adjustments, consideration for the acquisition consisted of: 

• A cash payment of approximately $63.6 million net of the $5.0 million deposit payment made in February; 

• $10.0 million deferred cash payment due on or about December 31, 2025; and 

• The issuance of approximately 6.5 million shares of common stock. 

The cash payment at closing on March 31, 2025 was funded with cash on hand and borrowings under Ring’s senior 
revolving credit facility. 
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Updated Guidance 
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Hedges 
 
The following tables reflect the details of current derivative contracts as of March 31, 2025 (quantities are in barrels 

(Bbl) for the oil derivative contracts and in million British thermal units (MMBtu) for the natural gas derivative contracts): 
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When the FEAR of the Tariff War fades, and the price of oil gets back to the “Right Price”, which I believe is within the 

$75 to $85 per barrel range, Ring Energy can return to steady production growth.  They have over 400 development 

drilling locations in the Central Basin Platform area of the Permian Basin. 
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Net Income and Cash Flow Forecast Model 
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