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Range Resources (RRC) 
Oil-Enhanced Natural Gas Growth 
 

 
 
Summary and Recommendation 
 
Estimated Net Present Value (NPV) of $70 a share for Contrarian Buy Range Resources (RRC) 
appears to have more than normal appreciation potential as the independent producer 
demonstrates more oil opportunity on its lands to enhance high volume growth in natural gas.  
Wells drilled in 2012 in the Mississippi Limestone in Oklahoma point to returns on development 
investment exceeding 100% a year (see slide Horizontal Mississippian on page 2).  Further 
drilling in Pennsylvania where natural gas includes more liquid hydrocarbons suggests a return of 
80% a year (see slide SW PA Super-Rich Marcellus on page 2).  In another shale oil play at an 
earlier stage of development, RRC looks to a 30% rate of return in the Cline formation in the 
Permian Basin (see slide West Texas Oil Cline Shale on page 3).  Meanwhile, current production 
of natural gas and oil grew 40% in the second quarter of 2012 compared to the previous year and 
in excess of our expectations from three months ago (see table Next Twelve Months Operating 
and Financial Estimates on page 4).  Yet, natural gas price declined more than 50%.  The net 
result was a decline in cash flow (Ebitda), which we calculate before taking account of offsetting 
hedging gains.  However, the last quarter was a low point as current natural gas price has 
recovered and future prices indicate further gains.  Prudently, the company is restrained in 
applying financial leverage measured by Enterprise Value to Market Cap of 1.32 (see Table ISC-
1 on page 5) and Debt/Present Value of 0.22 (see Table ISC-2 on page 6).  Still, a high cash flow 
multiple (EV/Ebitda) may mean that future stock price appreciation could be gradual along with 
volume growth, natural gas price and the realization of oil opportunity (see Table ISC-3 on page 
7).  Finally, the return of upward stock price momentum may be closer as 18 of 23 stocks trade 
above 50 day averages compared to 1 in early June (see Table ISC-4 on page 8).  
 
Kurt H. Wulff, CFA  
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Disclaimer:  This analysis was prepared by Kurt Wulff, Manager of McDep LLC.  The firm used sources 
and data believed to be reliable, but makes no representation as to their accuracy or completeness.  This 
analysis is intended for informational purposes and is not a solicitation to buy or sell a security.  Past 
performance is no guarantee of future results. 
 
McDep or its employees may take positions in stocks the firm covers for research purposes.    No trades in 
a subject stock shall be made within a week before or after a change in recommendation. 
 
Certification:  I, Kurt H. Wulff, certify that the views expressed in this research analysis accurately reflect 
my personal views about the subject securities and issuers.  No part of my compensation was, is, or will be 
directly or indirectly related to the specific recommendations or views contained in this research analysis. 
  
Research Methodology/Ratings Description:  McDep LLC is an independent research originator focused 
on oil and gas stocks exclusively.  The firm applies the forty years of experience of its analyst to estimate a 
present value of the oil and gas resources and other businesses of covered companies.  That value is 
compared with a company’s stock market capitalization and debt.  Stocks with low market cap and debt 
relative to present value tend to outperform stocks with high market cap and debt relative to present value.  
Buy recommendations are expected to deliver a total return better than 7% per year above inflation.  Hold 
recommendations assume the attributes of the underlying business are reflected in the current price of the 
stock.  Sell recommendations are expected to deliver a total return less than inflation.  


