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Ring Energy Inc. Announces Third Quarter and Nine
Month 2016 Financial and Operating Results
Release Date:
Tuesday, November 8, 2016 3:11 pm CST

T erms:
Dateline City:
MIDLAND, Texas
MIDLAND, Texas--(BUSINESS WIRE [1] )--Ring Energy, Inc. (NYSE MKT: REI) (“Ring”) (“Company”) announced t oday financial result s
for t he t hree mont hs and nine mont hs ended Sept ember 30, 2016. For t he t hree mont h period ended Sept ember 30, 2016, Ring
had oil and gas revenues of $7,822,543, compared t o $8,629,007 for t he quart er ended Sept ember 30, 2015. For t he nine mont h
period ended Sept ember 30, 2016, t he Company report ed oil and gas revenues of $21,019,540, compared t o oil and gas
revenues of $23,651,498 for t he nine mont h period ended Sept ember 30, 2015. For t he t hird quart er of 2016, Ring report ed a
net loss of $5,944,137, or $0.14 per dilut ed share, which included a pre-t ax non-cash impairment of $9,648,942. Excluding t he
impairment , t he net gain per dilut ed share would have been $0.01. For t he nine mont hs ended Sept ember 30, 2016, t he
Company report ed a net loss of $37,160,681, or $1.00 per dilut ed share, which included a pre-t ax non-cash impairment of
$56,513,016. Excluding t he impairment , t he net loss per dilut ed share would have been $0.04. This informat ion compares t o a
net loss of $1,138,268, or $0.04 per fully dilut ed share, for t he t hree mont hs ended Sept ember 30, 2015, and a net loss for t he
nine mont h period ended Sept ember 30, 2015 of $1,579,725, or $0.06 per fully dilut ed share.
For t he t hree mont hs ended Sept ember 30, 2016, oil sales volume decreased t o 174,707 barrels, compared t o 181,069 barrels
for t he same period in 2015, a 4% decrease, and gas sales volume increased t o 229,456 MCF (t housand cubic feet ), compared
t o 165,942 MCF for t he same period in 2015, a 38% increase. On a barrel of oil equivalent (“BOE”) basis for t he t hree mont hs
ended Sept ember 30, 2016 product ion sales increased t o 212,950 BOEs, compared t o 208,726 BOEs for t he same period in
2015, a 2% increase. For t he nine mont hs ended Sept ember 30, 2016, oil sales volume increased t o 527,010 barrels, compared
t o 483,918 barrels for t he same period in 2015, a 9% increase and gas sales volume increased t o 688,196 MCF, compared t o
280,307 MCF for t he same period in 2015, a 146% increase. On a BOE basis for t he nine mont hs ended Sept ember 30, 2016
product ion sales increased t o 641,709 BOEs, compared t o 530,636 BOEs for t he same period in 2015, a 21% increase.
The average commodit y prices received by Ring were $40.83 per barrel of oil and $3.01 per MCF of nat ural gas for t he quart er
ended Sept ember 30, 2016, compared t o $45.24 per barrel of oil and $2.63 per MCF of nat ural gas for t he quart er ended
Sept ember 30, 2015. The average prices received for t he nine mont hs ended Sept ember 30, 2016 were $36.72 per barrel of oil
and $2.42 per MCF of nat ural gas, compared t o $47.31 per barrel of oil and $2.70 per MCF of nat ural gas for t he nine mont h period
ended Sept ember 30, 2015.
Lease operat ing expenses, including product ion t axes, for t he t hree mont hs ended Sept ember 30, 2016 were $12.77 per BOE, a
20% decrease from t he prior year. Depreciat ion, deplet ion and amort izat ion cost s, including accret ion, decreased 45% t o
$12.65 per BOE. General and administ rat ive cost s, which included a $555,587 charge for st ock based compensat ion, were $8.84
per BOE, an 8% decrease. For t he nine mont hs ended Sept ember 30, 2016, lease operat ing expenses, including product ion
t axes, were $12.55 per BOE, a 18% decrease. Depreciat ion, deplet ion and amort izat ion cost s, including accret ion, were $13.87
per BOE, a 38% decrease, and general and administ rat ive cost s, which included a $1,647,554 charge for st ock based
compensat ion, were $9.39 per BOE, a 14% decrease from 2015.
Cash provided by operat ing act ivit ies, before changes in working capit al, for t he t hree and nine mont hs ended Sept ember 30,
2016 was $3,687,847, or $0.09 per fully dilut ed share, and $8,077,511, or $0.22 per fully dilut ed share, compared t o $3,600,788
and $11,309,746, or $0.12 and $0.41 per fully dilut ed share for t he same periods in 2015. Earnings before int erest , t axes,
deplet ion and ot her non-cash it ems (“Adjust ed EBITDA”) for t he t hree and nine mont hs ended Sept ember 30, 2016 was
$3,777,294, or $0.09 per fully dilut ed share, and $8,591,950, or $0.23 per fully dilut ed share, compared t o $3,949,694 and
$11,736,875, or $0.13 and $0.43 in 2015. (See accompanying t able for a reconciliat ion of net income t o adjust ed EBITDA).
There was no out st anding debt on t he Company’s $500 million senior secured credit facilit y at Sept ember 30, 2016.
Ring’s Chief Execut ive Officer, Mr. Kelly Hoffman, st at ed, “In t he t hird quart er we cont inued t o work hard at cut t ing cost s and
maximizing efficiencies. On a BOE basis we reduced our operat ing cost s over 7% while increasing our overall product ion by 9.5%
compared t o our second quart er t his year. We drilled and complet ed t hree new vert ical development wells – one on our Cent ral
Basin Propert y (“CBP”) and t wo on our Delaware Basin (“Delaware”) asset . We also complet ed one new vert ical well on our
Delaware t hat was drilled in t he second quart er. That well was drilled t hrough t he Cherry Canyon format ion t o t he Brushy Canyon
for t he purpose of obt aining new logs and core samples which are crit ical as we st art t o put t oget her our 2017 capit al
expendit ure budget . We also drilled our first t hree horizont al San Andres wells on our CBP which are in varying st ages of
complet ion. Based on t he oil product ion we are current ly seeing we are ext remely encouraged and are hopeful we will see peak
product ion t owards t he end of t he fourt h quart er. We report ed in Sept ember t hat we have doubled our horizont al foot print in
t he CBP and are cont inuing t o aggressively look for opport unit ies t o cont inue t hat growt h.”
Non-GAAP Financial Measures:

Net loss for t he t hree mont hs ended Sept ember 30, 2016 includes a non-cash charge for st ock based compensat ion of
$555,587, and a ceiling t est impairment charge of $9,648,942. Excluding such it ems, t he Company’s net earnings would have
been $0.01 per dilut ed share. Net loss for t he nine mont hs ended Sept ember 30, 2016 includes a non-cash charge for st ock
based compensat ion of $1,647,554, and a ceiling t est impairment charge of $56,513,016. Excluding such it ems, t he Company’s
net loss would have been $0.01 per dilut ed share. The Company believes result s excluding t hese it ems are more comparable t o
est imat es provided by securit y analyst s and, t herefore, are useful in evaluat ing operat ional t rends of t he Company and it s
performance, compared t o ot her similarly sit uat ed oil and gas producing companies.

About Ring Energy, Inc.
Ring Energy, Inc. is an oil and gas explorat ion, development and product ion company wit h current operat ions in Texas and
Kansas.
www.ringenergy.com [2]
Safe Harbor St at ement
This release cont ains forward-looking st at ement s wit hin t he meaning of t he “safe-harbor” provisions of t he Privat e Securit ies
Lit igat ion Reform Act of 1995 t hat involve a wide variet y of risks and uncert aint ies, including, wit hout limit at ions, st at ement s
wit h respect t o t he Company’s st rat egy and prospect s. Such st at ement s are subject t o cert ain risks and uncert aint ies which
are disclosed in t he Company’s report s filed wit h t he SEC, including it s Form 10-K for t he fiscal year ended December 31, 2015,
it s Form 10-Q for t he quart er ended Sept ember 30, 2016 and it s ot her filings wit h t he SEC. Readers and invest ors are caut ioned
t hat t he Company’s act ual result s may differ mat erially from t hose described in t he forward-looking st at ement s due t o a
number of fact ors, including, but not limit ed t o, t he Company’s abilit y t o acquire product ive oil and/or gas propert ies or t o
successfully drill and complet e oil and/or gas wells on such propert ies, general economic condit ions bot h domest ically and
abroad, and t he conduct of business by t he Company, and ot her fact ors t hat may be more fully described in addit ional
document s set fort h by t he Company.

RING ENERGY, INC.
ST AT EMENT S OF OPERAT IONS

Three Mont hs Ended

Nine Mont hs Ended

Sept ember 30,

Sept ember 30,

2016

2015

2016

2015

(Unaudit ed)

(Unaudit ed)

(Unaudit ed)

(Unaudit ed)

7,822,543

$ 8,629,007

$ 21,019,540

$ 23,651,498

Oil and gas product ion cost s

2,329,228

2,917,296

7,019,771

6,991,148

Oil and gas product ion t axes

389,029

410,347

1,032,335

1,110,262

Depreciat ion, deplet ion and amort izat ion

2,568,153

4,668,353

8,541,981

11,527,684

Ceiling t est impairment

9,648,942

-

56,513,016

-

125,813

103,887

360,167

250,266

1,882,579

2,002,638

6,023,038

5,775,355

T o tal Co sts and Operating Expenses

16,943,744

10,102,521

79,490,308

25,654,715

Inco me (Lo ss) fro m Operatio ns

(9,121,201)

(1,473,514)

(58,470,768)

(2,003,217)

(95,864)

(350,737)

(597,910)

(429,742)

Oil and Gas Revenues

$

Co sts and Operating Expenses

Accret ion expense
General and administ rat ive expense

Other Inco me
Int erest expense
Int erest income

Net Other Inco me

Inco me (Lo ss) Befo re Pro visio n fo r
Inco me T axes

6,417

1,831

83,470

2,613

(89,447)

(348,906)

(514,440)

(427,129)

(9,210,648)

(1,822,420)

(58,985,208)

(2,430,346)

(Pro visio n Fo r) Benefit Fro m Inco me
T axes

3,266,511

Net Inco me (Lo ss)

684,152

21,824,527

850,621

($5,944,137)

($1,138,268)

($37,160,681)

($1,579,725)

Basic Net Inco me (Lo ss) Per Co mmo n
Share

($0.14)

($0.04)

($1.00)

($0.06)

Diluted Net Inco me (Lo ss) Per Co mmo n
Share

($0.14)

($0.04)

($1.00)

($0.06)

Basic Weighted-Average Co mmo n Shares
Outstanding

41,917,061

30,372,701

36,996,932

27,430,624

Diluted Weighted-Average Co mmo n
Shares Outstanding

41,917,061

30,372,701

36,996,932

27,430,624

Sept ember 30,

December 31,

COMPARAT IVE OPERAT ING ST AT IST ICS

Three Mont hs Ended Sept ember 30,
2016

Net Sales - BOE per day

2015

Change

2,315

2,269

2%

Average Sales Price

$ 36.73

$ 41.34

-11%

Lease Operat ing Expenses

$ 10.94

$ 13.98

-22%

Product ion Taxes

$

1.83

$ 1.96

-7%

DD&A

$ 12.06

$ 22.36

-46%

Accret ion

$ 0.59

$ 0.50

18%

General & Administ rat ive Expenses

$

$ 9.59

-8%

Per BOE:

8.84

Nine Mont hs Ended Sept ember 30,
2016

Net Sales - BOE per day

2015

Change

2,342

1,944

20%

Average Sales price

$ 32.76

$ 44.57

-26%

Lease Operat ing Expenses

$ 10.94

$ 13.18

-17%

Product ion Taxes

$ 1.61

$

2.09

-23%

DD&A

$ 13.31

$ 21.73

-39%

Accret ion

$ 0.56

$

0.47

19%

General & Administ rat ive Expenses

$

$ 10.88

-14%

Per BOE:

9.39

RING ENERGY, INC.
CONSOLIDAT ED BALANCE SHEET

2016

2015

ASSET S
Current Assets
Cash

$

2,249,007

Account s receivable

$

4,431,350

2,965,320

2,507,858

Joint Int erest billing receivable

611,236

1,629,165

Prepaid expenses and ret ainers

330,600

146,118

6,156,163

8,714,491

235,671,313

269,590,374

1,549,311

1,539,991

T o tal Pro perty and Equipment

237,220,624

271,130,365

Accumulat ed depreciat ion, deplet ion and amort izat ion

(38,405,819)

Net Pro perty and Equipment

198,814,805

241,266,527

21,888,849

64,323

473,696

820,904

$ 227,333,513

$250,866,245

$

7,435,554

$ 11,023,269

-

309,898

7,435,554

11,333,167

-

45,900,000

8,002,787

7,401,950

15,438,341

64,635,117

Preferred st ock - $0.001 par value; 50,000,000 shares aut horized; no shares issued or
out st anding

-

-

Common st ock - $0.001 par value; 150,000,000 shares aut horized; 41,917,061 shares
and 30,391,942 shares out st anding, respect ively

41,917

30,392

Addit ional paid-in capit al

256,082,234

193,269,034

Ret ained Loss

(44,228,979)

T o tal Current Assets
Pro perty and Equipment, Using Full Cost Account ing
Oil and nat ural gas propert ies subject t o amort izat ion
Office equipment and aut omobiles

Deferred Inco me T axes
Deferred Financing Co sts
T o tal Assets

(29,863,838)

LIABILIT IES AND ST OCKHOLDERS' EQUIT Y
Current Liabilities
Account s payable
Ot her accrued liabilit ies
T o tal Current Liabilities

Long t erm debt
Asset ret irement obligat ions
T o tal Liabilities

Sto ckho lders' Equity

T o tal Sto ckho lders' Equity
T o tal Liabilities and Sto ckho lders' Equity

(7,068,298)

211,895,172

186,231,128

$ 227,333,513

$250,866,245

RING ENERGY, INC.
ST AT EMENT S OF CASH FLOW

Nine Mont hs Ended
Sept ember 30,
2016

2015

($37,160,681)

($1,579,725)

Cash Flo ws Fro m Operating Activities
Net Loss

Adjust ment s t o reconcile net loss t o net cash used in operat ing act ivit ies:
Depreciat ion, deplet ion and amort izat ion

8,541,981

11,527,684

56,513,016

-

360,167

250,266

Share-based compensat ion

1,647,554

1,962,142

Deferred income t ax benefit

(21,824,526)

Ceiling t est impairment
Accret ion expense

(850,621)

Changes in asset s and liabilit ies:
Account s receivable

560,467

916,843

Prepaid expenses

162,726

(904,052)

Account s payable

(3,897,613)

(8,737,901)

Net Cash Pro vided by (Used in) Operating Activities

4,903,091

2,584,636

Cash Flo ws fro m Investing Activities
Payment s t o purchase oil and nat ural gas propert ies

(6,154,997)

(77,191,925)

(16,190,471)

(21,449,757)

Purchase of equipment , vehicles and leasehold improvement s

(9,320)

(330,182)

Plugging and abandonment cost incurred

(7,817)

(186,626)

(22,362,605)

(99,158,490)

Proceeds from issuance of common st ock

61,064,671

50,039,853

Proceeds from issuance of not es payable

5,000,000

40,900,000

Payment s t o develop oil and nat ural gas propert ies

Net Cash Used in Investing Activities
Cash Flo ws Fro m Financing Activities

Principal payment s on revolving line of credit

(50,900,000)

Proceeds from opt ion exercise
Net Cash Pro vided by Financing Activities

-

112,500

130,000

15,277,171

91,069,853

Net Decrease in Cash

(2,182,343)

(5,504,001)

Cash at Beginning o f Perio d

4,431,350

8,622,235

Cash at End o f Perio d

$

2,249,007

$

3,118,234

$

564,640

$

174,410

Supplemental Cash flo w Info rmatio n
Cash paid for int erest
No n-Cash Investing and Financing Activities
Asset ret irement obligat ion acquired
Asset ret irement obligat ion incurred during development

-

$ 2,177,110

248,487

124,375

RECONCILIAT ION OF CASH FLOW FROM OPERAT IONS

Net cash provided by operat ing act ivit ies

$

Change in operat ing asset s and liabilit ies

$

Cash flow from operat ions

4,903,091

$

2,584,636

3,174,420

8,725,110

8,077,511

$ 11,309,746

Management believes t hat t he non-GAAP measure of cash flow from operat ions is useful informat ion for invest ors because it is
used int ernally and is accept ed by t he invest ment communit y as a means of measuring t he Company's abilit y t o fund it s capit al
program. It is also used by professional research analyst s in providing invest ment recommendat ions pert aining t o companies in
t he oil and gas explorat ion and product ion indust ry.

RING ENERGY, INC.
NON-GAAP DISCLOSURE RECONCILIAT ION
ADJUST ED EBIT DA

Nine Mont hs Ended

NET INCOME

Sept ember 30,

Sept ember 30,

2016

2015

($37,160,681)

($1,579,725)

(83,470)

(2,613)

Int erest (income)
Int erest expense

597,910

Income t ax expense (benefit )

(21,824,527)

Depreciat ion, deplet ion and amort izat ion
Accret ion of discount ed liabilit ies
Ceiling t est impairment
Share-based compensat ion

ADJUST ED EBIT DA

$

429,742
(850,621)

8,541,981

11,527,684

360,167

250,266

56,513,016

-

1,647,554

1,962,142

8,591,950

$ 11,736,875
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