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EPG Commentary by Dan Steffens 

Ring Energy Inc. (REI) is upstream oil & gas company 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. Ring closed the 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. 

 

REI trades at the steepest discount to the valuations in our Small Cap 

Growth Portfolio, closing at $1.50 on September 4 versus my $2.80 

valuation based on 4X annualized operating cash flow per share.  I expect Ring’s year-end reserve report to support 

a much higher valuation.  I see meaningful near-term upside because: 

 

1. Ring’s revenue is entirely oil-driven and oil prices have moved higher than what my valuation is based on. 

2. Longer horizontal wells in conventional Permian reservoirs, especially Crane County’s 200+ identified HZ drilling 

locations, could lift PV-10 values 65% and oil recovery 180%. 

3. Ring’s higher 2026 capex of about $160 to $165 million should support longer laterals and infrastructure, with 2027 

production expected to rise about 10% as capex declines 10%. 

4. Ring is targeting leverage below 1.25x while using wider hedging collars to retain more oil-price upside. 

5. Management cites 10+ years of drilling inventory and potential to consolidate the Central Basin Platform. 

6. The recent equity raise strengthened the balance sheet. 

7. The selloff in May was a combination of profit taking, a temporary decline in the oil price, and emotional sellers. 
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Here are the reasons why I keep REI in our Small Cap Growth Portfolio 

 

• Positive free cash flow ($50.1M in 2025) for 27 consecutive quarter.  FCF supports internal funding 
for capex, debt reduction, and shareholder returns, increasing financial flexibility and reducing 
refinancing needs. 

• Running Room: Significant reserve growth and a large PUD inventory (500+ sites) offer multi-year 
drilling options, stable production, and long-term returns with careful capital allocation. 

• Improved drilling and cost efficiency, reduced LOE, and lower reinvestment rates boost operating 
cash flow and operating margins, enhancing free cash flow and making the business more resilient 
to commodity price drops. 

 

Based on my forecast/valuation model, $2.80 is a current fair valuation for REI (just 4 X Adjusted Operating 

Cash Flow per share).  Ring’s production mix is approximately 63% crude oil, 20% NGLs and 17% natural 

gas (that has no value in West Texas).  More than 100% of Ring’s 1H 2026 revenues were from crude oil 

sales because realized natural gas prices remain negative. 

 

Based on Ring’s December 31, 2025 reserve report the PV10 value based only on proved reserves and 

SEC oil and gas prices was $3.87/share.  The current share price is below book value based on the 
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company’s June 30, 2026 balance sheet.  There is no justification for a profitable upstream oil company to 

be trading below book value, especially during a period of rapidly rising oil prices. 

 
 

My Fair Value Estimate for REI is $2.80/share 
Compared to First Call’s Price Target of $2.08/share 

Disclosure: I have a long 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.  
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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 if oil prices rebound. 

  

Ring’s Two Core Areas are the Northwest Shelf (NWS) and Central Basin Platform Asset.  Ring has 

ample “Running Room” in both areas. 

 

 
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.   
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Recent Acquisitions provide more Running Room: Northwest Shelf assets offer more growth potential. Ring closed 

the Stronghold Energy Acquisition on August 31, 2022, boosting production, free cash flow, and high-quality drilling 

locations. In 2023, it sold non-core Delaware Basin and New Mexico assets, using the proceeds to reduce debt and 

fund the Founders Asset Package Acquisition, which closed on August 15, 2023. 

 

Ring announced the Lime Rock Acquisition on February 23, 2025, and closed it on March 31, 2025. < It increased 

production from 18,392 Boepd in Q1 2025 to 21,295 Boepd in Q2 2025. < Production declined to 19,351 Boepd 

in Q1 2026 as the company prioritized free cash flow and faced severe January 2026 weather. Production 

increased to 19,990 Boepd and Ring’s updated guidance calls for about 20,600 Boepd in Q3 2026, rising to 

21,800 Boepd by Q4.  Ring’s preliminary production guidance for 2027 is 22,500 Boepd. 

 

The Lime Rock Acquisition 
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Second Quarter 2026 Highlights 
 

• Reported net income of $64.8 million (included a $42.2 million unrealized mark-to-market gain on commodity 

derivative contracts), or $0.27 per diluted share, and Adjusted Net Income of $24.0 million, or $0.10 per diluted 

share. < Ring has a high percentage of their oil hedge in 2026, so Reported Net Income should be ignored. 

• Reduced borrowings under the Company’s revolving credit facility by $66 million during the quarter and 

increased liquidity to approximately $226.1 million at June 30, 2026. 

• Increased Adjusted EBITDA 42% to $54.5 million from $38.3 million in the first quarter; year-to-date Adjusted 

EBITDA totaled $92.8 million. 

• Generated net cash provided by operating activities of $40.8 million and remained cash flow positive for over 

6 consecutive years. 

• Produced 12,683 barrels of oil per day and 19,990 barrels of oil equivalent (“Boe”) per day, both within 

guidance. 

• Reported lease operating expense of $10.12 per Boe, near the low end of guidance and below first quarter 

levels. 

• Reduced Company all-in-cash costs by 5% in first half 2026 to $21.68 per Boe as compared to first half 2025. 

• Invested approximately $43.2 million in capital expenditures during the quarter, including three ~2-mile 

horizontal wells drilled, one saltwater disposal well (“SWD”), a frac pond, and other infrastructure projects; and 

• Continued execution of multiple technical and operational initiatives aimed at improving capital efficiency, 

expanding development opportunities and enhancing long-term stockholder value. 
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Management Commentary 

“The second quarter marked another period of efficient and effective execution for Ring Energy. We delivered 

production within guidance, reduced per-Boe operating costs, significantly increased Adjusted EBITDA, and 

generated positive Adjusted Free Cash Flow for the 27th straight quarter. Additionally, we continued 

strengthening our balance sheet while positioning the Company for the next phase of its development 

strategy. The equity offering completed during the quarter gave us the balance sheet capacity to fund the 

acceleration of our development transition without losing focus on decreasing our leverage ratio. Rather than 

choosing between strengthening the balance sheet and investing in the highest-return phase of our 

development plan, the timing of this raise allowed us to do both. We expect our expanded drilling program to 

be funded primarily through operating cash flow going forward, with leverage continuing to trend toward our 

1.25x target as this investment cycle completes. When considering these results and the expansion of our 

undeveloped drilling inventory due to our 2026 capital program, the Company is meaningfully stronger in 

almost every regard than it was at the beginning of the year. Over the past eighteen months, we have 

strengthened our balance sheet, improved liquidity and advanced a number of initiatives designed to enhance 

long-term value of our asset base. Looking ahead and supported by improving commodity prices, greater 

exposure to those prices through an improved hedge position and encouraging early drilling results, we are 

increasing our capital investment program for the remainder of 2026 that will allow for our transition to a more 

capital efficient development program of longer lateral wells and co-horizontal-development of our stacked-

pay drilling opportunities. We strongly believe this transition will enhance economic returns, improve capital 

efficiency and increase the long-term value of our inventory. As a result, we expect increased production, 

reserves and free cash flow generation over time. We expect to fund this expanded program primarily through 

operating cash flow while maintaining Ring's commitment to financial discipline, free cash flow generation, 

balance sheet strength and per share return metrics. Also, as a part of our ongoing portfolio management, 

we continue to evaluate select non-core assets that do not fit our long-term development plans and any 

proceeds from such divestitures would be directed toward further debt reduction, consistent with our capital 

allocation priorities.”  – Paul D. McKinney, Chairman & CEO 

 

Financial and Operational Update  

In 2Q 2026 the Company continued execution of its development program across its core positions. In the Northwest 

Shelf the Company drilled and completed one 1.5-mile horizontal (98% working interest) and one 1-mile horizontal 

well (100% working interest) in Yoakum County. In the Central Basin Platform, the Company drilled and completed 

one 1.5-mile horizontal well (99% working interest) in Andrews County, and one 1.5-mile horizontal well (96% working 

interest) in Crane County. The latter of these two wells, while completed, was not put on pump until 3Q 2026 and did 

not contribute significant volumes in 2Q 2026. Also in Crane County, the Company drilled three 2-mile horizontal wells 

(each with working interest of 100%) and was in the process of drilling one SWD well. The three 2-mile horizontal 

wells represent the first laterals of this length drilled by the Company in an area that has been historically developed 

with vertical wells. All four of these wells are expected to be completed during the third quarter of 2026. 
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Guidance Update 

 

Since providing its original 2026 development outlook, Ring has continued to refine its development plan towards 

horizontal drilling and allocate capital toward its highest-return opportunities. Under the revised plan, wells exceeding 

1.5 miles in length are expected to represent approximately 70% of planned 2026 drilling activity, compared to 

approximately 42% contemplated in the original plan. This evolution reflects encouraging early well results, improved 

operational execution and the attractive economics associated with extended-reach laterals.  

 

Ring believes the increased concentration of longer lateral opportunities has the potential to enhance capital efficiency, 

improve project economics and support the Company's strategy of generating higher returns while responsibly growing 

production. 

 

Based on the spending guidance, the Company expects the following estimated allocation of capital: 

 

• Approximately 57% for new drilling, completions, and related facilities; 

• 23% for capital workovers, recompletions, and stimulation activities; 

• 14% for infrastructure projects; and 

• 6% for land, non-operated capital, compliance and other. 
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Year-End 2025 Proved Reserves  

 

The Company's year-end 2025 SEC proved reserves were 153.3 MMBoe, up 14% compared to 134.2 MMBoe at 

year-end 2024. During 2025, Ring recorded reserve additions of 14.0 MMBoe for acquisitions, 11.2 MMBoe for 

extensions, discoveries and improved recovery, and 1.3 MMBoe of positive revisions related to changes in pricing and 

performance. Offsetting these additions was 7.4 MMBoe of production. The SEC twelve-month first day of the month 

average prices used for year-end 2025 were $61.82 per barrel of crude oil and $3.387 per MMBtu of natural gas, both 

before adjustment for quality, transportation, fees, energy content, and regional price differentials, while for year-end 

2024 they were $71.96 per barrel of crude oil and $2.130 per MMBtu of natural gas — a decrease of 14% and an 

increase of 59%, respectively. Year-end 2025 SEC proved reserves were comprised of approximately 59% crude 

oil, 19% natural gas, and 22% natural gas liquids. At year end, approximately 68% of 2025 proved reserves were 

classified as proved developed and 32% as proved undeveloped. This is compared to year-end 2024 when 

approximately 69% of proved reserves were classified as proved developed and 31% were classified as proved 

undeveloped. The Company’s year-end 2025 proved reserves were prepared by Cawley, Gillespie & Associates, Inc., 

an independent petroleum engineering firm. 

 

 

The PV-10 value at year-end 2025 was $1,318.2 million versus $1,462.8 million at the end of 2024.   

Using today’s oil price, the PV-10 NAV should be over $5.00 per share. 

 

 
 

“The Lime Rock Acquisition added proved reserves and high-quality drilling locations. Combined with 

successful development drilling, it should allow Ring to continue generating free cash flow. My REI valuation 

assumes production of 20,000 to 20,600 Boepd after Q1 2026 and average 2026 WTI oil prices of $90.00 per 

barrel. Natural gas prices in the CBP area of the Permian Basin should remain weak until additional takeaway 

capacity and in-basin gas-fired power generation are built. The recent common stock sale has strengthened 

the balance sheet, giving Ring more financial flexibility to go to a more aggressive drilling program in 2027.” 

– Dan Steffens  
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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 June 30, 2026 was approximately $226.1 million, consisting of $225.0 million of availability under the 

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

cash equivalents. On June 30, 2026, the Company had $360 million in borrowings outstanding on its credit facility that 

has a current borrowing base of $585 million. 

This reflects a reduction of $66 million from the balance of $426 million at March 31, 2026. The Company intends to 

resume debt reduction, dependent on market conditions, the timing and level of capital spending, and other 

considerations. 
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Acquisition have generated most of Ring’s production growth 
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Hedges reduce Ring’s commodity price risk 
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Net Income and Cash Flow Forecast Model 
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