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Ring Energy, Inc. Announces Financial and Operating
Results for First Quarter 2019
Release Date:
Wednesday, May 8, 2019 3:17 pm CDT

T erms:
Dateline City:
MIDLAND, Texas

Financial and Operating Results Include Assets Acquired From
Wishbone Energy Partners As Of 2/1/19
MIDLAND, Texas--(BUSINESS WIRE [1] )--Ring Energy, Inc. (NYSE American: REI) (“Ring”)(“Company”) announced t oday financial
result s for t he first quart er ended March 31, 2019. For t he t hree mont h period ended March 31, 2019, Ring, including t he
acquired asset s from Wishbone Energy Part ners (“Wishbone”) as of February 1, 2019, had oil and gas revenues of
$41,798,315 compared t o $29,891,391 for t he quart er ended March 31, 2018, and net income of $11,089,443, or $0.17 per
dilut ed share, compared t o net income of $5,665,634, or $0.10 per dilut ed share.
For t he t hree mont hs ended March 31, 2019, t he net income included a pre-t ax “Unrealized Loss on Derivat ives” of $340,685
and a non-cash charge for st ock-based compensat ion of $834,465. Excluding t hese it ems, t he net income per dilut ed share
would have been $0.19. 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.
For t he t hree mont hs ended March 31, 2019, oil sales volume, including t he Wishbone asset s as of February 1, 2019,
increased t o 812,565 barrels, compared t o 479,864 barrels for t he same period in 2018, an 69.3% increase, and gas sales
volume increased t o 357,542 MCF (t housand cubic feet ), compared t o 210,031 MCF for t he same period in 2018, a 70.2%
increase. For t he t hree mont hs ended March 31, 2019, nat ural gas liquids volume was 271,059 gallons wit h an average price
of $0.51 per gallon. There were no nat ural gas liquids sales during t he t hree mont hs ended March 31, 2018. On a barrel of oil
equivalent (“BOE”) basis for t he t hree mont hs ended March 31, 2019, product ion sales increased t o 878,609 BOEs, compared
t o 514,869 BOEs for t he same period in 2018, a 70.6% increase. The average commodit y prices received by Ring were $50.30
per barrel of oil and $2.19 per MCF of nat ural gas for t he quart er ended March 31, 2019, compared t o $60.73 per barrel of oil
and $3.58 per MCF of nat ural gas for t he quart er ended March 31, 2018.
Lease operat ing expenses, including product ion t axes, for t he t hree mont hs ended March 31, 2019 were $13.08 per BOE, a
6.6% decrease from t he prior year. Depreciat ion, deplet ion and amort izat ion cost s, including accret ion, decreased 11.1% t o
$14.96 per BOE. General and administ rat ive cost s, which included a $834,465 charge for st ock-based compensat ion and
approximat ely $3.5 million of non-recurring acquisit ion relat ed cost s, were $7.74 per BOE, a 29.2% increase.
Cash provided by operat ing act ivit ies, before changes in working capit al, for t he t hree mont hs ended March 31, 2019 was
$23,454,168 or $0.37 per fully dilut ed share, compared t o $19,168,262, or $0.33 per fully dilut ed share for t he same period in
2018. Earnings before int erest , t axes, deplet ion and ot her non-cash it ems (“Adjust ed EBITDA”) for t he t hree mont hs ended
March 31, 2019 was $24,214,949, or $0.38 per fully dilut ed share, compared t o $19,203,791, or $0.33 per fully dilut ed share for
t he same period in 2018.
(See accompanying t able for a reconciliat ion of net income t o adjust ed EBITDA).
In February 2019, t he Company announced it had signed a definit ive agreement t o acquire Nort hwest Shelf asset s from
Wishbone Energy Part ners (“Wishbone”). Subsequent t o March 31, 2019, t he Company complet ed t he Wishbone acquisit ion
t hrough a cash payment of $264,062,999 and issuance of 4,581,001 shares of common st ock. As t he Company had effect ive
cont rol of t he asset s beginning February 1, 2019, t his acquisit ion was recorded effect ive t hat dat e and t he financial
st at ement s as of March 31, 2019 include t he result s of operat ions beginning t hat dat e.
During March 2019, t he Company ent ered int o new derivat ive cont ract s in t he form of cost less collars of WTI Crude Oil prices
in order t o prot ect t he Company’s cash flow from price fluct uat ion and maint ain it s capit al programs. “Cost less collars” are
t he combinat ion of t wo opt ions, a put opt ion (floor) and call opt ion (ceiling) wit h t he opt ions st ruct ured so t hat t he premium
paid for t he put opt ion will be offset by t he premium received from selling t he call opt ion. The t rades were for a t ot al of
3,500 barrels of oil per day (“BOPD”) and were for t he period of April 2019 t hrough December 2019. Subsequent t o March 31,
2019, t he Company ent ered int o t wo addit ional “cost less collar” cont ract s, each for an addit ional 1,000 BOPD and are for t he
period of April 2019 t hrough December 2019. In addit ion, t he Company ent ered int o t wo “cost less collar” cont ract s, each for
1,000 BOPD and are for t he period of January 2020 t hrough December 2020. The average prices for t he 5,500 BOPD under

cont ract for 2019 are: Floor = $50.00 Ceiling = $68.19. The average prices for t he 2,000 BOPD under cont ract for 2020 are:
Floor = $50.00 Ceiling = $65.61.
As of March 31, 2019, out st anding debt on t he Company’s senior secured credit facilit y was $84.5 million. Subsequent t o
March 31, 2019, t he Company amended and rest at ed it s Exist ing Senior Credit Facilit y wit h SunTrust Bank, as lender, issuing
bank and administ rat ive agent for several banks and ot her financial inst it ut ions and lenders. The Amended and Rest at ed
Senior Credit Facilit y increases t he maximum facilit y amount t o $1 billion and increases t he borrowing base t o $425 million.
Ring’s Chief Execut ive Officer, Mr. Kelly Hoffman, st at ed, “The first quart er of 2019 has been an ext remely excit ing, as well
as, t ransit ional t ime for Ring. Wit h t he Carlyle acquisit ion at year end 2018 and now t he Wishbone acquisit ion we have
essent ially doubled our current daily product ion, fut ure EBITDA, proved reserves and PV-10. We now have acreage wit h over
1,400 new horizont al drilling sit es, 440 we consider t o be premier (Tier 1 and 2), as evidenced by t he wells drilled and
complet ed in t he 1st quart er, over 460 t hat we have cat egorized as “commercial” (Tier 3) because t hey may have net
reserves slight ly below t he Tier 1 and 2 sit es, and an addit ional 530 (Tier 4) t hat have upside pot ent ial but will require
addit ional work. We have years of development ahead of us on what we believe t o be out st anding asset s. Our goals have
remained t he same, superior execut ion while cont rolling cost , meaningful annualized product ion growt h and cash flow
neut ralit y by t he end of t he year.”
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
New Mexico.
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 Sect ion 27A of t he Securit ies Act of 1933 and
Sect ion 21E of t he Securit ies Exchange Act of 1934. Forward-looking st at ement s involve a wide variet y of risks and
uncert aint ies, and include, 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, 2018, it s Form 10Q for t he quart er ended march 31, 2019 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
March 31,
2019

2018

(Unaudit ed)

(Unaudit ed)

$41,798,315

$29,891,391

Oil and gas product ion cost s

9,408,764

5,781,910

Oil and gas product ion t axes

2,082,875

1,425,882

12,929,054

8,501,379

Asset ret irement obligat ion accret ion

215,945

161,120

Operat ing lease payment s and amort izat ion

128,175

Oil and Gas Revenues

Co sts and Operating Expenses

Depreciat ion, deplet ion and amort izat ion

General and administ rat ive expense

-

6,798,017

3,085,980

T o tal Co sts and Operating Expenses

31,562,830

18,956,271

Inco me fro m Operatio ns

10,235,485

10,935,120

12,236

8,953

Other Inco me (Expense)
Int erest income
Int erest expense

(773,017)

(44,483)

Realized loss on derivat ives

-

Unrealized loss on change in fair value of derivat ives

(1,475,026)

(340,685)

(790,701)

Net Other Inco me (Expense)

(1,101,466)

(2,301,257)

Inco me befo re tax pro visio n

9,134,019

8,633,863

Benefit fro m (Pro visio n fo r) Inco me T axes

1,955,424

(2,968,229)

Net Inco me

$11,089,443

$5,665,634

Basic Inco me Per Co mmo n Share

$0.18

$0.10

Diluted Inco me Per Co mmo n Share

$0.17

$0.10

Basic Weighted-Average Co mmo n Shares Outstanding

63,229,710

56,415,673

Diluted Weighted-Average Co mmo n Shares Outstanding

63,992,549

57,949,389

COMPARAT IVE OPERAT ING ST AT IST ICS

Three Mont hs Ended March 31,
2019

Net Product ion - BOE per day

2018

Change

9,762

5,721

70.6%

$47.57

$58.06

-17.4%

10.71

11.23

-4.6%

2.37

2.77

-14.4%

14.72

16.51

-10.8%

Accret ion

0.25

0.31

-19.3%

General & Administ rat ive Expenses

7.74

5.99

29.2%

Per BOE:
Average Sales Price

Lease Operat ing Expenses
Product ion Taxes
DD&A

RING ENERGY, INC.
CONSOLIDAT ED BALANCE SHEET

March 31,
2019

December 31,
2018

ASSET S
Current Assets
Cash

$2,606,769

$3,363,726

Account s receivable

27,941,378

12,643,478

2,553,377

578,144

417,567

-

Joint int erest billing receivable
Operat ing lease asset

Prepaid expenses and ret ainers
T o tal Current Assets

3,013,688

258,909

36,532,779

16,844,257

990,608,164

641,121,398

1,465,551

1,465,551

992,073,715

642,586,949

(113,505,141)

(100,576,087)

878,568,574

542,010,862

9,741,903

7,786,479

353,384

424,061

$925,196,640

$567,065,659

$63,862,098

$51,910,432

Pro perties and Equipment
Oil and nat ural gas propert ies subject t o deplet ion and amort izat ion
Fixed asset s subject t o depreciat ion
T o tal Pro perty and Equipment
Accumulat ed depreciat ion, deplet ion and amort izat ion
Net Pro perty and Equipment
Deferred Inco me T axes
Deferred Financing Co sts
T o tal Assets

LIABILIT IES AND ST OCKHOLDERS' EQUIT Y
Current Liabilities
Account s payable
Acquisit ion liabilit y t o be set t led t hrough equit y

28,356,396

-

Operat ing lease liabilit y

417,567

-

Derivat ive Liabilit ies

340,685

-

T o tal Current Liabilities

92,976,746

51,910,432

Revolving line of credit

84,500,000

39,500,000

Acquisit ion liabilit y t o be set t led t hrough refinancing int o credit facilit y 256,877,766
Asset ret irement obligat ions
T o tal Liabilities

-

16,318,790

13,055,797

450,673,302

104,466,229

Sto ckho lders' Equity
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;
63,229,710 shares and 63,229,710 shares out st anding, respect ively

63,230

63,230

Addit ional paid-in capit al

495,726,558

494,892,093

Accumulat ed deficit

(21,266,450)

(32,355,893)

T o tal Sto ckho lders' Equity

474,523,338

462,599,430

$925,196,640

$567,065,659

T o tal Liabilities and Sto ckho lders' Equity

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

Three Mont hs Ended
March 31,
2019

2018

Cash Flo ws Fro m Operating Activities
Net income

$11,089,443

$5,665,634

12,929,054

8,501,379

Adjust ment s t o reconcile net income t o net cash provided by (used in)
operat ing act ivit ies:
Depreciat ion, deplet ion and amort izat ion

Accret ion expense

215,945

161,120

Share-based compensat ion

834,465

1,081,199

1,918,144

1,809,625

(3,873,568)

1,158,604

340,685

790,701

(15,808,739)

(195,642)

180,452

166,082

Account s payable

2,111,804

(32,653,094)

Set t lement of asset ret irement obligat ion

(107,770)

(149,772)

Net Cash Pro vided by (Used in) Operating Activities

9,829,915

(13,664,164)

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

(13,358,132)

(1,061,195)

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

(42,228,740)

(35,081,925)

Deferred income t ax provision
Excess t ax deficiency relat ed t o share-based compensat ion
Change in fair value of derivat ive inst rument s
Changes in asset s and liabilit ies:
Account s receivable
Prepaid expenses and ret ainers

Cash Flo ws fro m Investing Activities

Proceeds from disposal of fixed asset s subject t o depreciat ion
Net Cash Used in Investing Activities

(55,586,872)

14,738
(36,128,382)

Cash Flo ws Fro m Financing Activities
Proceeds from revolving line of credit
Proceeds from issuance of common st ock, net of offering cost s
Net Cash Pro vided by Financing Activities

45,000,000
-

81,822,066

45,000,000

81,822,066

Net Change in Cash

(756,957)

32,029,520

Cash at Beginning o f Perio d

3,363,726

15,006,581

$2,606,769

$47,036,101

708,951

44,483

$175,173

$380,807

34,605,000

13,000,000

Cash at End o f Perio d
Supplemental Cash Flo w Info rmatio n
Cash paid for int erest
No ncash Investing and Financing Activities
Asset ret irement obligat ion incurred during development
Capit alized expendit ures at t ribut able t o drilling project s
financed t hrough current liabilit ies
Acquisit ion of oil and gas propert ies
Assumpt ion of joint int erest billing receivable

1,464,394

-

Assumpt ion of prepaid asset s

2,864,554

-

Assumpt ion of account s and revenue payables

(1,234,862)

-

Asset ret irement obligat ion incurred t hrough acquisit ion

(2,979,645)

-

(28,356,396)

-

(256,877,766)

-

285,119,721

-

Acquisit ion payable t o be set t led t hrough equit y
Acquisit ion payable t o be set t led t hrough cash payment
Oil and gas propert ies subject t o amort izat ion

RECONCILIAT ION OF CASH FLOW FROM OPERAT IONS

Net cash provided by operat ing act ivit ies

$9,829,915

($13,664,164)

Change in operat ing asset s and liabilit ies

13,624,253

32,832,426

$23,454,168

$19,168,262

Cash flow from operat ions

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

March 31,

NET INCOME (LOSS)

Int erest (income)
Int erest expense

March 31,

2019

2018

$11,089,443

$5,665,634

(12,236)

(8,953)

773,017

44,483

Income t ax expense (benefit )

1,918,144

1,809,625

Excess t ax benefit s relat ed t o share-based compensat ion

(3,873,568)

1,158,604

Depreciat ion, deplet ion and amort izat ion

12,929,054

8,501,379

Accret ion of discount ed liabilit ies

215,945

161,120

Share-based compensat ion

834,465

1,081,199

Change in fair value of derivat ive inst rument s

340,685

790,701

$24,214,949

$19,203,792

ADJUST ED EBIT DA
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