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CARRIZO OIL & GAS, INC. ANNOUNCES FOURTH QUARTER AND ANNUAL 2008 

FINANCIAL RESULTS 

  

HOUSTON, March 3, 2009 — Carrizo Oil & Gas, Inc. (Nasdaq: CRZO) today reported the 

Company’s financial results for the fourth quarter of 2008, which included the following 

highlights: 

 

Results for the Fourth Quarter 2008  -- 

 

 Record Production of 7.21 Bcfe, or 78,409 Mcfe/d 

 

 Revenue of $36.2 million 

 

 Net Loss of $66.2 million, or Adjusted Net Income of $6.4 million before non-cash net 

charges noted below 

 

 EBITDA, as defined below, of $31.9 million 

 

Production volumes during the three months ended December 31, 2008 were 7.21 Bcfe, 28 

percent higher compared to 5.64 Bcfe during the fourth quarter of 2007.  The increase was 

largely due to new production contributions from the Barnett Shale play.  Revenues for the three 

months ended December 31, 2008 were $36.2 million, as compared to $40.0 million during the 

quarter ended December 31, 2007.  The decrease in revenues was primarily driven by lower 

realized oil and natural gas prices, partially offset by increased production.  Carrizo’s average oil 

sales price decreased 36 percent to $57.80 per barrel compared to $90.68 per barrel for the fourth 

quarter of 2007 and the average natural gas sales price decreased 26 percent to $4.84 per Mcf 

compared to $6.55 per Mcf for the fourth quarter of 2007.  The above prices exclude the cash 

effect of hedging activities.  Results including the cash effect of hedges are presented in the table 

below.   

 

For the quarter ended December 31, 2008, the Company reported adjusted net income of $6.4 

million, or $0.21 per basic and diluted share, excluding a net $72.6 million non-cash, after–tax 

expense, comprised of (1) a non-cash impairment of oil and natural gas properties of $90.1 

million, (2) a mark-to-market unrealized gain of $18.4 million on derivatives and (3) stock 

compensation expense of $0.9 million.  The Company reported a net loss of $66.2 million, or 

$(2.17) per basic and diluted share, for the quarter ended December 31, 2008, as compared to net 

income of $5.6 million, or $0.20 per basic and diluted share, for the same quarter during 2007. 
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EBITDA (earnings before interest, income tax, depreciation, amortization expenses, impairment 

of oil and natural gas properties and certain other items) during the fourth quarter of 2008 was 

$31.9 million, or $1.04 and $1.03 per basic and diluted share, respectively, as compared to $30.0 

million, or $1.08 and $1.05 per basic and diluted share, respectively, during the fourth quarter of 

2007.   

 

Lease operating expenses (excluding production taxes) were $9.4 million (or $1.31 per Mcfe) 

during the three months ended December 31, 2008 as compared to $6.0 million (or $1.07 per 

Mcfe) for the fourth quarter of 2007. The increased per unit costs are largely attributable to  

higher transportation, saltwater disposal and compression costs in the Barnett Shale and higher 

ad valorem taxes.  

 

Depreciation, depletion and amortization expenses (“DD&A”) were $16.4 million during the 

three months ended December 31, 2008 ($2.28 per Mcfe) as compared to $12.9 million ($2.28 

per Mcfe) during the fourth quarter of 2007.  The increase in DD&A expense was due primarily 

to increased production. 

 

The significant decline in oil and natural gas prices, indicated by average prices of $4.99 per Mcf 

for natural gas and $40.12 per Bbl for oil on December 31, 2008, caused the discounted present 

value (discounted at 10 percent) of future net cash flows from proved oil and gas reserves to fall 

below the net book basis in the proved oil and gas properties.  This resulted in a non-cash ceiling 

test write-down at the end of the fourth quarter of 2008 of $138.6 million ($90.1 million after 

tax). 

 

General and administrative expenses (“G&A”) increased to $4.1 million during the three months 

ended December 31, 2008 from $3.4 million during the same quarter of 2007 mainly due to 

higher legal and professional fees. 

 

Non-cash stock-based compensation expense was $1.4 million ($0.9 million after tax) for the 

three months ended December 31, 2008 compared to $1.9 million ($1.2 million after tax) for the 

same period in 2007.  The decrease was due primarily to declining stock prices in 2008 partially 

offset by additional issuances of restricted shares during 2008.   

 

A $37.9 million net gain on derivatives was recorded for the fourth quarter 2008  comprised of 

(1) $28.2 million ($18.4 million after tax) for the unrealized marked-to-market, non-cash gain on 

oil and natural gas derivatives and (2) a $9.7 million gain for cash settled oil and natural gas 

derivatives. 

 

Interest expense, net of amounts capitalized, was $2.4 million for the three months ended 

December 31, 2008 compared to $3.3 million for the three months ended December 31, 2007.  

The decrease is primarily attributable to an increase in the interest expense that was capitalized 

due to the proportionate increase in the unevaluated property balance.   

 

Results for the Year Ended 2008 -- 

 

 Record Production of 25.6 Bcfe, or 70,032 Mcfe/d 



 

 Record Revenue of $210.1 million 

 

 Net Loss of $17.9 million, or Adjusted Net Income of $54.9 million before non-cash net 

charges noted below 

 

 Record EBITDA, as defined below, of $154.1 million 

 

Production volumes for the year ended December 31, 2008 were a record 25.6 Bcfe, 47 percent 

higher than the 17.5 Bcfe produced in 2007.  Revenues for the year ended December 31, 2008 

were $210.1 million, an increase of 67 percent from 2007 revenues of $125.8 million. The 

increase in revenues was primarily driven by higher production and commodity prices.  Carrizo’s 

average natural gas sales price for 2008 increased 15% to $7.80 per Mcf compared to $6.77 per 

Mcf for 2007, and the average oil sales price for 2008 increased 40% to $99.74 per barrel from 

$71.42 per barrel for 2007.  The above prices exclude the cash effect of hedging activities.  

Results including the cash effect of hedges are presented in the table below. 

 

For the year ended December 31, 2008, the Company reported adjusted net income of $54.9 

million, or $1.83 and $1.80 per basic and diluted share, respectively, excluding the $72.8 million 

of non-cash, after-tax loss, comprised of (1) the non-cash impairment of oil and natural gas 

properties of $90.1 million, (2) the $3.7 million non-cash loss on early extinguishment of debt 

under the second lien credit facility, (3) the non-recurring $2.2 million loss on cash settled 

interest rate swaps associated with the early termination of the second lien credit facility, (4) a 

mark-to-market unrealized gain of $26.9 million on derivatives and (5) stock compensation 

expense of $3.7 million.  The Company reported a net loss of $(17.9) million, or $(0.60) per 

basic and diluted share, for the year ended December 31, 2008, as compared to net income of 

$15.5 million, or $0.59 and $0.57 per basic and diluted share, respectively, for 2007. 

 

EBITDA (earnings before interest, income tax, depreciation and amortization expenses, and 

certain other non-cash items including the impairment of oil and natural gas properties, the mark-

to-market gain on derivatives and the loss on early extinguishment of the second lien credit 

facility in May 2008) for 2008 was $154.1 million, or $5.13 and $5.04 per basic and diluted 

share, respectively, as compared to $93.0 million, or $3.54 and $3.43 per basic and diluted share, 

respectively, during 2007.   

 

Lease operating expenses (excluding production taxes) increased to $32.7 million (or $1.28 per 

Mcfe) during the year ended 2008 as compared to $20.3 million (or $1.16 per Mcfe) for the same 

period of 2007 largely due to our Barnett Shale operations, comprised of the increased 

production and well count, and also in part to higher transportation costs and higher ad valorem 

taxes. 

 

Depreciation, depletion and amortization expenses (“DD&A”) were $58.3 million for 2008 

($2.27 per Mcfe) as compared to $41.9 million ($2.40 per Mcfe) during the same period of 2007.  

The increase in DD&A expense was due largely to increased production partially offset by a 

decrease in the DD&A rate primarily due to lower overall finding costs of new reserves added in 

2008. 



 

General and administrative expenses (“G&A”) increased to $17.6 million during 2008 from 

$14.2 million during 2007.  The increase in G&A was due primarily to increased head count, 

employee-related costs and increased legal and professional fees.   

 

Non-cash, stock-based compensation expense was $6.0 million ($3.7 million after tax) for the 

year ended December 31, 2008 compared to $4.9 million ($3.2 million after tax) for the prior 

year.   

 

The net gain on derivatives was $37.5 million for the year ended December 31, 2008, comprised 

of (1) $41.3 million ($26.9 million after tax) for the unrealized marked-to-market, non-cash gain 

on derivatives ($38.6 million gain on oil and gas derivatives and $2.7 million gain on interest 

rate swaps), (2) a $0.5 million net loss for cash settled derivatives ($0.7 million gain for oil and 

gas derivatives and $1.2 million loss on interest rate swaps) and (3) a non-recurring $3.3 million 

loss on the settlement of the interest rate swaps in connection with the early termination of the 

second lien credit facility. 

 

Interest expense, net of amounts capitalized, was $7.9 million for the year ended December 31, 

2008 compared to $14.7 million for the same period in 2007.  The decrease was primarily 

attributable to the lower effective interest rates and higher overall amounts capitalized due to an 

increase in unevaluated properties, partially offset by increased borrowings. 

 

S.P. “Chip” Johnson IV, Carrizo’s President and Chief Executive Officer, commented, “We had 

an outstanding year in 2008 with record operating results in production, reserves, revenue, and 

cash flow.  We had success in adding to our Southeast Tarrant and Denton County Barnett Shale 

acreage position and built an impressive leasehold in the Marcellus Shale of over 91,000 net 

acres as part of our joint venture with Avista Capital Partners.  During the course of the year we 

improved the company’s financial strength by conducting a secondary equity offering, issuing 

convertible notes and expanding the borrowing capacity of our first lien credit facility.”  

 

“Due to the current low natural gas pricing environment, we made the decision to restrict our 

2009 capital expenditure budget to remain in line with our cash flow.  This strategy should allow 

us to maintain our debt at a manageable level while controlling our exposure to the risk 

associated with lenders and leverage in these uncertain times.  Our focus has shifted from rapidly 

growing our production, leasehold and reserves, to demonstrating financial discipline and 

preserving liquidity and the value of our assets.  We intend to optimize our drilling and 

production efficiencies and maintain our staff and technical capabilities in order to be able to 

continue to exploit our enormous asset base in the Barnett and Marcellus shales once the pricing 

environment improves.”  

 

The company will host a conference call to discuss 2008 fourth quarter and full year financial 

results on Tuesday, March 3, 2009 at 10:00 AM Central Standard Time.  To participate in the 

call, please dial (800) 954-0601 ten minutes before the call is scheduled to begin. A replay of the 

call will be available through Tuesday, March 10, 2009 at (800) 633-8284.  The conference ID 

for the replay is 21416380. 

 



A simultaneous webcast of the call may be accessed over the internet at 

http://www.investorcalendar.com/IC/CEPage.asp?ID=141979 or by visiting our website at 

http://www.crzo.net/ clicking on "Links" and then clicking on "2008 Earnings Conference Call 

Webcast". To listen please go to either website in time to register and install any necessary 

software.  The webcast will be archived for replay on the Carrizo website for 15 days. 

 

Carrizo Oil & Gas, Inc. is a Houston-based energy company actively engaged in the exploration, 

development, exploitation, and production of oil and natural gas primarily in the Barnett Shale in 

North Texas and in proven onshore trends along the Texas and Louisiana Gulf Coast regions.  

Carrizo controls significant prospective acreage blocks and utilizes advanced 3-D seismic 

techniques to identify potential oil and gas reserves and drilling opportunities.  Carrizo also 

controls large acreage positions in other productive shale resource plays including the 

Fayetteville and Marcellus. 

 

Statements in this news release, including but not limited to those relating to reserves, the 

Company's or management's intentions, beliefs, expectations, hopes, projections, assessment of 

risks, estimations, plans or predictions for the future, including, level of debt, exposure to risk 

associated with lenders and leverage, preservation of drilling and production efficiencies, 

maintenance of staff and technical capabilities, exploitation of assets in the Barnett and 

Marcellus Shales, timing of completion and drilling of wells, completion and pipeline 

connections and other statements that are not historical facts are forward looking statements 

that are based on current expectations.  Although the Company believes that its expectations are 

based on reasonable assumptions, it can give no assurance that these expectations will prove 

correct.  Important factors that could cause actual results to differ materially from those in the 

forward looking statements include market and other conditions, capital needs and uses, 

commodity price changes, effects of the global financial crisis on exploration activity, 

dependence on exploratory drilling activities, operating risks, land issues, compliance with 

covenants, future ceiling test write-downs, the availability of debt and other financing, 

availability of capital and equipment, weather and other risks described in the Company's Form 

10-K for the year ended December 31, 2007, and its other filings with the Securities and 

Exchange Commission.  

 

(Financial Highlights to Follow) 
 

http://www.investorcalendar.com/IC/CEPage.asp?ID=141979
http://www.crzo.net/

