JONES ENERGY, INC.
BANKRUPTCY CASE STUDY
FILED ON 04/14/2019

CreditRiskMonitor’s warning of Jones Energy, Inc.’s (“Jones”)
bankruptcy risk was determined by a combination of factors:
Monthly Average FRISK® Score
The FRISK® Score Components
Company Report Detail
FRISK® Deep Dive and Adjusted Market Cap Volatility
FRISK® Stress Index
Peer Analysis on Alternate Suppliers and Customers
Quarterly Performance Ratios
Quarterly Leverage Ratios
Quarterly Liquidity Ratios and Rates of Return
News Alerts: A Timeline of Concerning News Items
Management Discussion and Analysis
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MONTHLY AVERAGE FRISK® SCORE
CreditRiskMonitor’s FRISK® score had been warning of financial stress at Jones
Energy, Inc. (OTC: JONE) for more than a year.
We issued a special High Risk Report, dated September 28, 2018, as conditions
continued to deteriorate and become more troubling.
The company ultimately filed for bankruptcy on April 14, 2019.
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BANKRUPT!

The FRISK® score is
96% accurate* in
predicting the risk of
corporate failure/bankruptcy
over a 12-month horizon.
All FRISK® scores are
recalculated every night
for each subsequent
12-month period.

While the percentage risk of bankruptcy varies at each FRISK® score, 96% of public
companies that eventually go bankrupt enter the FRISK® "red zone" prior to filing.
A FRISK® score of 5 or less is an important warning sign.
* FRISK® score accuracy of 96% is based on backtesting of U.S. public companies; results may vary by country.

Request a Personalized Demo
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THE FRISK® SCORE COMPONENTS
At the core of the CreditRiskMonitor process is our 96% accurate FRISK® score,
which indicates a company's level of financial stress on a scale of 1 to 10, based on
the probability of bankruptcy over a 12-month horizon. When available, the FRISK®
score incorporates a number of powerful risk indicators including:

A “Merton” type
model using
stock market
capitalization
and volatility

Financial ratios,
including those
used in the
Altman Z”Score Model

Bond agency
ratings from
Moody’s, Fitch,
DBRS, &
Morningstar

Crowdsourced CreditRiskMonitor Usage Data
Crowdsourcing has enhanced the accuracy and timeliness of the FRISK® score. We
collect and analyze data patterns from thousands of CreditRiskMonitor subscribers,
including professionals from more than 35% of the Fortune 1000 and other large
corporations worldwide.
The crowdsourcing advantage is even more powerful in our FRISK® score since many
of the professionals who use our service are credit managers:
•

Credit managers control one of the largest sources of working capital going into a
company

•

They are not held to the same “Fair Disclosure” restrictions that prevent nondisclosed information sharing on public companies

•

Credit managers use a variety of non-public information sources such as their own
company’s management and sales representatives to be alerted to concerns in a
public company’s performance

•

It is commonly known credit managers confidentially share information with other
credit managers, thus collectively, their behavior helps to provide advanced insight
to financial problems in public companies

Read more in Credit Research Foundation’s quarterly journal article, “Assessing Public
Company Financial Risk by Crowdsourcing the Research of Credit Professionals”
Request a Personalized Demo
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COMPANY REPORT DETAIL

The FRISK® score is
a 96% accurate method by
which to monitor public
company bankruptcy risk.
Payment performance, captured by
the Days Beyond Terms (DBT) index,
which is very similar to D&B’s PAYDEX®
score, is not an effective indicator of
financial stress for publicly traded
companies since they often continue
to pay on time right up until
their bankruptcy filing. This is
what’s commonly called the
“Cloaking Effect.”
Request a Personalized Demo

The explanatory
paragraph within the
auditor’s opinion
questioned the
company’s ability to
continue as a going
concern
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FRISK® DEEP DIVE

Broader Oil & Gas - Integrated Industry
(shown in grey)

Jones Energy Inc.’s FRISK® score signaled
financial difficulty and heightened bankruptcy risk

The FRISK® score relative to
the broader Oil & Gas –
Integrated industry raised
an additional red flag
signaling heightened risk
relative to peers, as well…

MAKING IMMEDIATE
ATTENTION REQUIRED.

ADJUSTED MARKET CAP VOLATILITY
OTC: JONE

Request a Personalized Demo

One of the inputs of the
FRISK® score is a
company’s market cap
volatility, adjusted for
dividends, over the
course of a year.
Incorporating this
information allows us to
capture the “wisdom of
markets” on a daily basis.
This ensures our
subscribers are getting
the most up to date view
of the risks they face
since stocks tend to be
more liquid and faster
moving than bond prices
and ratings.
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FRISK® STRESS INDEX

The average probability of failure for SIC code 1311 (Crude petroleum and natural
gas) has increased 124% since 2007. Jones Energy, Inc. was among the weakest
names in the industry as evidenced by its FRISK® score of 1.
Request a Personalized Demo
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PEER ANALYSIS ON ALTERNATE SUPPLIERS AND CUSTOMERS

Jones demonstrates
bottom quartile ranking
in key financial ratios
(shown in red) vs. its
industry peers.

Request a Personalized Demo

The Peer Analysis
expands to provide a
ranking of a company’s
competitors, which can
help provide options
for alternate suppliers
or new customers.
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QUARTERLY PERFORMANCE RATIOS

Recurring
operating &
net losses

Request a Personalized Demo

Poor interest
coverage ratio
& negative free
cash flow
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QUARTERLY LEVERAGE RATIOS

Stockholders’
equity and tangible
net worth turns
sharply negative in
Q4 2018

Request a Personalized Demo

A significant
increase in the
total debt to assets
ratio signaled
heightened risk
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QUARTERLY LIQUIDITY RATIOS AND RATES OF RETURN
Q4 2018 vs.
Q1 2018 working
capital declined
substantially

Negative
returns in
4 of the last 5
quarters

Request a Personalized Demo
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NEWS ALERTS: A TIMELINE OF CONCERNING NEWS ITEMS
Fitch downgraded Jones Energy's Ratings to 'CCC-' noting that its credit profile was weaker than high-yield peers on several key
metrics, including size, operational momentum, and leverage metrics.
4/10/2018

CRMZ News Service

Jones Energy Inc -- updated Fitch rating available

Jones Energy, Inc. announced several changes to its senior management. Jonny Jones, the CEO of the Company, and Mike S.
McConnell, the President of the Company, were terminated, effective immediately.
4/17/2018

CRMZ News Service

JONES ENERGY, INC. FILES (8-K) Disclosing Change in Directors or Principal Officers,
Regulation FD Disclosure

The Company's bondholders were the latest investors urging Jones Energy to explore options to restructure its balance sheet
and sell assets.
4/27/2018

CRMZ News Service

Jones Energy's Bondholders Push For Debt Exchange

Net loss for the period ended 6/30/2018 was $41.5 million; net loss for the 6 month year-to-date period was $66.9 million.
8/9/2018

CRMZ News Service

Jones Energy Inc -- updated financials available

Net loss for the period ended 9/30/2018 was $33.1 million; net loss for the 9 month year-to-date period was $100 million.
11/2/2018

CRMZ News Service

Jones Energy Inc -- updated financials available

Jones Energy became non-compliant with the market capitalization requirement of the NYSE.
11/26/2018

GlobeNewswire

Jones Energy, Inc. Announces Move to OTCQX®

Substantial debt obligations and the related significant debt interest payments contributed to the substantial doubt raised about
the Company's ability to continue as a going concern.
3/1/2019

CRMZ News Service

Jones Energy Inc Receives Going Concern Opinion

For the period ended 12/31/2018, operating and net losses, $1.4 billion and 1.2 billion respectively, exhibited an extremely
significant change for the worse versus the same period last year.
3/5/2019

CRMZ News Service

Jones Energy Inc -- updated financials available

Jones missed a coupon payment on unsecured notes as it continued talks with bondholders.
3/19/2019

CRMZ News Service

Jones Energy Misses Interest On Bonds As Restructuring Talks Continue

Fitch Ratings downgraded the Long-Term Issuer Default Rating (IDR) of Jones Energy, Inc. to 'C' from 'CC'. Fitch also lowered
the recovery ratings on the Company's first lien notes and senior unsecured notes to reflect a lower recovery value based on
lower production and reduced drilling plans.
3/21/2009

CRMZ News Service

Jones Energy Inc -- updated Fitch rating available

Jones entered into a restructuring support agreement (the “RSA”) that contemplated a comprehensive balance sheet
restructuring to be implemented through a prepackaged chapter 11 plan of reorganization.
4/3/2019

GlobeNewswire

Jones Energy, Inc. Announces Comprehensive Restructuring Support Agreement with First
Lien and Unsecured Noteholders for Prepackaged Chapter 11 Plan

Jones Energy, Inc. files for bankruptcy.
4/15/2019

CRMZ News Service

Request a Personalized Demo

Jones Energy, Inc.: Chapter 11 Petition filed on 4/14/2019
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MANAGEMENT DISCUSSION AND ANALYSIS
One of the CreditRiskMonitor service’s features is the ability to quickly access a Company’s
Management Discussion and Analysis (MD&A) history.
The MD&A represents the thoughts and opinions of management, and provides a forecast of
future operations, and therefore these statements can’t typically be falsified. According to
the Financial Accounting Standards Board (FASB), “MD&A should provide a balanced
presentation that includes both positive and negative information about the topics
discussed.”
Sarbanes-Oxley
subjects CEOs and
CFOs to jail and
monetary penalties
for certifying
misleading or
fraudulent reports

Request a Personalized Demo
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ABOUT THIS REPORT/CONTACT CREDITRISKMONITOR
CreditRiskMonitor is a financial risk analysis and
news service that helps credit, supply chain and
financial professionals stay ahead of and manage
risk quickly, accurately and cost effectively. More
than 35% of the Fortune 1000, plus over a thousand
other large corporations worldwide, rely on our
financial risk coverage of over 58,000 global public
companies.
CreditRiskMonitor Bankruptcy Case Studies
provide post-filing analyses of public company
bankruptcies. Our case studies educate subscribers
about methods they can apply to assess bankruptcy
risk using CreditRiskMonitor’s proprietary
FRISK® score, robust financial database and
timely news alerts.

Request a Personalized Demo and Risk Assessment
Read more Bankruptcy Case Studies, High Risk Reports and other resources

Contact us at:
845.230.3000
creditriskmonitor.com/contact-us

| 13

