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TexStar Oil Corp. (TEXS – OTCQB) 

TexStar Has Assembled a Highly Experienced Team and Several Attractive 

Initial Oil and Gas Projects, both in the North Sea and Sumatra.  The 

Company’s Initial Funding Should Allow It “Go Live” With Several of These 

Projects, Some of Which Include Currently-Producing Gas Fields. 
 

   

 

   

Recent Price (in USD): $2.50  Investment Highlights 

TexStar Oil Corp – Company Vision 

The company is in the process of seeking financing for its planned oil and gas 

exploration activities in the North Sea and in Sumatra.  Although not yet signed, the 

Company is in the process of negotiating an interest in exploration targets in the North 

Sea and both exploration targets and currently-producing assets on the southeastern side 

of the island of Sumatra (Indonesia).  Over time, the Company plans to leverage its 

access to capital and its professionals’ experience in international oil and gas E&P by 

negotiating and entering into E&P agreements and/or transactions that build cash flows 

and shareholder value. 
 

Upstream Exploration and Production (E&P) 

In the oil and gas industry, upstream companies are responsible for identifying 

exploration targets, for conducting exploration to establish probable reserves and 

economics, for drilling for target hydrocarbons, and for extracting oil and gas from the 

ground (or seafloor).  Based on its two current areas of geographic focus, TexStar plans 

to operate in exploration and, to a limited degree, current oil and gas production 

(Indonesia). 
 

Solid Leadership Team 

The Company is led by Nathan Halsey, a proven leader with a high degree of business 

experience in Asia, energy experience, and a background in the global capital markets, 

and by Warren Hairford, a “big oil” industry veteran with over 25 years’ experience at 

ConocoPhillips (COP – NYSE).  Pending the capital it is seeking, the Company 

believes that it has its entire top-level and mid-level management team as well as several 

candidate projects “ready to go,” putting TexStar in an unusually attractive position, 

given its early stage of development. 
 

Market Data (closing prices, February 10, 2014) 

Market Capitalization  (mln, US$) 81.60 

 

Enterprise Value (mln, US$) 81.93 
Fully Diluted Shares (000s) 32,639 
Avg. Volume (90 day, approx.) 303 

Insider Ownership (Conv. Preferred) 15.3% 

Exchange OTCQB 

  
 
  

Balance Sheet Data (as of September 30, 2013) 

Shareholders’ Equity (mln) (329) 

Current Assets (000s) 0.2 

Net Working Capital (000s) (329) 

Long-Term Debt (000s) 0 

Total Debt to Equity Capital N/A 

  

Company Overview 

TexStar Oil Corp. is a development-stage 
company that upon initial funding will be 
engaged in the business of oil and gas 
exploration and production (“E&P”).  
TexStar intends to focus its efforts on the 
English North Sea and Indonesian South 
Sumatra regions.  The Company has 
identified both producing assets and 
exploration targets in both regions, and is 
currently pursing in parallel acquisition of oil 
and gas assets and the financing their 
acquisition will ultimately require. 
 
TexStar Oil Corp. trades on the OTCQB 
under the symbol TEXS. 

Company Contact Information 

Nathan W. Halsey 
3500 Maple Ave, Ste. 1325 
Dallas, Texas 75219 
(214) 865-6589 
Website: www.texstaroil.com 
Email: info@texstaroil.com 
 
Investor Relations 
Glenda Lopez 
(214) 865-6589 
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Industry Overview 
 

Energy Pricing, History and Forecasts 
Given the industrialization of the second and much of the third world, which has been taking place since at least the 1970s, 

we believe that long-term demand for energy is likely to continue to increase for the foreseeable future.  While disruptive 

energy technology is possible, we believe that over the short to medium term oil and natural gas prices are likely to remain 

at or above current levels, except for short-term fluctuations and some small risk of systemic price decline.  Evidently the 

U.S. Department of Energy agrees, more or less. 

 

 
 

U.S. Department of Energy, Early 2014 Long-term Forecast 
 

Based on this energy pricing outlook, and considered in light of the strong and continuing economic development we see 

worldwide, we believe that the oil and gas exploration and production (E&P) industry will likely be robust for the foreseeable 

future.  A priori, this outlook is positive for TexStar. 

 

Valuation of Energy Companies 
Earnings Multiples 

In non-resource companies, one traditional method of valuation is based price-to-earnings (P/E) or price-to-sales (P/S) 

multiples; in many cases we see valuations based on price-to-EBITDA multiples (P/EBITDA).  EBITDA stands for earnings 

before interest, taxes, depreciation, and amortization, and it is commonplace to base price on a multiple of EBITDA, because 

its use allows the earnings power of a company to be considered versus that of its peer group without the confusion introduced 

by variance in capital structure, taxation, and other factors. 

 

In the E&P industry, capital invested in exploration activities is accounted for in one of two ways: successful efforts and full 

cost.  The successful efforts method considers all invested exploration capital to be an immediate expense unless the effort is 

successful, whereas the full cost method considers all exploration investment as an asset that must be depreciated over time.  

Since both of these methods are compliant with U.S. GAAP, making effective peer comparisons based on price-to-EBITDA 

multiples can be next to impossible.  Therefore, specialist valuation firms in the E&P industry prefer price-to-EBITDAX, 

where the X stands for exploration costs.  Price-to-EBITDAX comparisons can be useful in establishing the likely fair value 

of an enterprise, based on the price-to-EBITDAX multiple of its peers – as long as the company is in the production phase of 

its life-cycle. 
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Asset-based Discounted Cash Flow Analysis 

Perhaps the most effective way of valuing oil and gas E&P companies is by developing a cash flow projection that assumes 

all P3 reserves to zero, and models only the companies’ extraction of proven and probable reserves, until extinction.  While 

this underestimates the value of large and/or especially lucrative possible reserves, it provides a conservative and consistent 

framework for valuing producing assets while ignoring the confounding variables of less-certain future exploration costs.  In 

applying this valuation methodology to oil and gas producers, the most commonly used discount rate is 10%. 

 

The Energy Industry – Upstream, Midstream, and Downstream 
Participants in the energy industry have typically been categorized as upstream, midstream, or downstream players.  

Midstream players transport or wholesale hydrocarbons, whereas downstream players are involved in the refining and 

marketing/selling of oil and gas to end users.  Upstream players are those involved in all aspects of the industry pre-

transportation, namely prospecting for and discovering economically-recoverable hydrocarbons, and actually extracting oil 

and gas and supplying them to the wholesale market. 

 

The North Sea Region 
The North Sea region has been producing hydrocarbons since the mid-1800s, with large-scale production beginning in the 

mid-1900s.  The region has been highly productive in terms of both oil and natural gas, although most estimates show that 

over 50% of the region’s reserves have been depleted.  That is not to say, however, that future exploration work in the region 

is unlikely to bear fruit; on the contrary, newer imaging, drilling, and extraction technologies are likely to make the North 

Sea an E&P hotspot for decades to come. 

 

The North Sea Region – Production and Licensing Zones 

 

 

 

 

The British government in particular has been actively seeking new licensees for portions of the southern North Sea that lie 

on the British continental slope.  These licenses are fairly attractive in terms of offering a “promote period” which allows a 

new licensee some time before actual drilling operations must commence.  Many of these licenses either surround or lie 

adjacent to areas that are highly productive, and third-party seismic surveys indicate that these areas are likely to be highly 

productive as well. 
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The Island of Sumatra (Indonesia) 
The southern basin of Sumatra has been producing oil and gas since the mid-1980s on a commercial scale, with sporadic 

small-scale production dating back to the 1940s.  The gas in Sumatra tends to be relatively shallow, and found in strata formed 

in the periods following the Cretaceous (i.e. end of the dinosaurs), in sands and layers that were historically swamps, estuaries, 

and shallow bays.  Although the region has had significant problems with pipeline theft (known as tapping), the area is still 

considered attractive for oil and gas E&P. 

 

Sumatra’s Oil and Gas Producing Basins 

 
 
 

Oil and Gas Economics in Indonesia 

Indonesia has a fairly unique system of participating with domestic and foreign operators, which requires a detailed 

explanation: 

 

1. Some percentage of extracted petroleum is designated as “first tranche” – typically 20%.  This petroleum comes “off 

the top” and is split evenly between the government and the field operator. 

2. The remaining 80% of the petroleum is available for “investment credit” which is meant to reimburse the operator 

for all tangible capital costs, as allocated by operating period.  These costs include all operating expenses as well as 

depreciation of the capital expenditure made to the project. 

3. After operator costs have been recouped, the remaining revenues fall to the “Equity Split” line.  These profits are 

split according to the specific agreement in place. 

4. After the equity split has been calculated and allocated, the DMO, or domestic market obligation must be calculated.  

This portion of the split is reallocated from the operator/contractor to the government, less a government-defined 

“rebate” price per barrel. 

5. The operator/contractor now computes net income, and pays the government an income tax, currently set at 38.8%. 

 

The net effect of this system is that operators and contractors are almost assured of breaking even – if the project has sound 

economics to begin with, of course – but the profits of the project are considerably reduced by the government’s four shares: 

first-tranche, equity-split, DMO payment, and tax payment.  Obviously, this system has differing effects depending on the 

specific economics of each producing field. 
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Company Information 
 

Overview – Vision and Operating Plan 
TexStar is a rather uniquely positioned development stage company.  While it currently has no real operations and only two 

members of its management team in place at this time, it is much like a racehorse at the starting gate, just waiting for the 

beginning of the race, which in this case equals the initial funding of its business plan.  In terms of its management team, 

Warren Hairford has pre-recruited a full cast of high-level and mid-level executives from “big oil” who will immediately join 

the Company upon funding.  These executives can immediately take over leadership and management roles at the Company’s 

oil and gas E&P properties, which themselves are “ready to go” once funding is in place.  There are four of these properties 

total, one in the British North Sea and three in Indonesian Sumatra.  Given TexStar’s extremely unusual access to top 

executive and management talent, and due to the fact that it believes it will have access to the necessary capital to kick-start 

its business, we see a potentially highly lucrative oil and gas E&P company in the making.  One that has the potential to leap 

forward into production and high-value exploration almost immediately upon closing its first funding; in our experience, this 

is an unusually positive situation for a company at TexStar’s current stage of development. 

 

TexStar is a development stage company seeking to enter the oil and gas exploration and production (E&P) business.  The 

Company is currently in negotiations to acquire an exploration interest in a lease in the highly-productive British North Sea, 

and to acquire interests in several fields (some of which are producing) located in South Sumatra, Indonesia.  The Company 

believes that it can finance its entry into the international E&P business through a combination of debt and equity capital.  Its 

long-term plan is to leverage the international experience of its team to further develop the Company’s international E&P 

interests. 

 

The Team 
The Company is currently led by Nathan Halsey, a proven leader with solid business experience in Asia and expertise in the 

capital markets, both foreign and domestic.  He is initially complemented by Warren Hairford, P.E., MBA, a near 30-year 

veteran of ConocoPhillips, and by Ibu Suryani, the Company’s Indonesian strategic partner and CEO of PT Wihana Cipta 

Mega, a large local drilling and oilfield services company. 

 

Executive Bios 

Nathan Halsey, Chairman of the Board & CEO  

Nathan Halsey is Chairman and CEO of TexStar Oil, Ltd, TexStar Oil Indonesia, and TexStar Energy Malaysia, Ltd, as well 

as an Oil & Gas public speaker throughout China, Southeast Asia, and India.   

 

Following graduation from Texas A&M University with a BBA in Finance, he spent five years as a Strategy Consultant for 

Ernst & Young.  Mr. Halsey then founded NWH Management in 1993, which was a Private Equity firm focused on the 

energy and real estate sectors, primarily from an upstream development and the acquisition of mineral rights and properties. 

In 2010 Mr. Halsey began doing public speaking on the Oil & Gas industry in mainland China, primarily speaking in front 

of investment professionals wanting to learn more about international oil & gas exploration investment opportunities.  

Between 2010 and 2012, Mr. Halsey presented to over 15,000 people in 37 different cities and 5 countries. 

 

In 2011, Mr. Halsey expanded and rebranded NWH Management into TexStar Oil, Ltd., which is an upstream oil & gas 

exploration and development company originally focused on exploiting opportunities to acquire discounted mineral rights 

and leases due to the illiquidity in the financial markets in the United States.  The company is currently expanding operations 

to China, Indonesia, Malaysia, and Abu Dhabi through joint ventures and acquisitions made in those regions. 

 

Mr. Halsey also serves in a consulting capacity to both Public and Private Chinese and Hong Kong companies acquiring 

mineral rights and current oil and gas production in the United States, ranging in per acquisition size from US $100 Million 

to over US $1 Billion. 

 

Mr. Halsey serves as Chairman of a U.S. public listed company called Bonamour, Inc., which manufactures and distributes 

luxury skin care in North America and Asia Pacific.   

 

Mr. Halsey lives with his wife, Kristin, in Dallas, Texas USA.  They have three boys, Jensen, Hudson, and Preston.  Nathan 

splits his time equally between the USA, China, Southeast Asia, and the Middle East.  

 

Warren J. Hairford, P.E., MBA, Director, Operations  

Mr. Hairford is a highly seasoned E&P executive with a geographically diverse set of leadership experiences.  He is a 

Petroleum Engineer (P.E.) and holds an MBA from University of Virginia Darden School of Business.  During his 29 year 
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career with Conoco, Inc. (Now ConocoPhillips, COP – NYSE), Mr. Hairford served first as an Operations Manager, then as 

General Manager and/or President of several extremely large exploration and production projects. 

 

Mr. Hairford’s ConocoPhillips Experience, Jan. 1971 – Dec. 1999 

 

Location Timeframe Title Description of Accomplishments 

 

Caracas, 

Venezuela 

July 1996 – 

Dec. 1999 

General Manager Responsible for managing the Petrozuata C.A. Joint 

Venture through all phases of engineering, 

development, and construction.  Project and early 

operations costs totaled approx. US$3.4B, and 

permanent head count exceeded 800.  The project 

exceeded all expectations and was expected to net 

US$200M in 2002. 

Arkhangelsk, 

Russia 

Nov. 1993 –  

July 1996 

General Director Responsible for managing all operational aspects of 

Polar Lights J.V. including exploration, drilling, 

construction, start-up, and production.  During 1994 

crude production exceeded 25,000 bbls/day.  CapEx of 

$141M and employee headcount of 250. 

Calgary, Alberta, 

Canada 

June 1990 – 

October 1993 

President and 

General Manager 

Managed over 100 employees; guided ConocoPhillips’ 

Canadian exploration, production, and marketing in 

compliance with all governmental regulations. 

Aberdeen, 

Scotland 

October 1989 – 

May 1990 

Manager, 

Operations, 

Conoco UK, Ltd. 

Planned, organized, coordinated and controlled 

drilling, production, engineering, and construction 

while maximizing both safety and revenues.  Managed 

over 650 employees. 

Mablethorpe, 

England 

June 1989 – 

Sep. 1989 

Manager, 

Southern 

Operations Div., 

Conoco UK, Ltd. 

Managed all Southern Operations Division activities to 

ensure that its contractual gas requirements were met 

and the economic return from its producing fields was 

optimized within agreed capital and operating budgets 

and in compliance with applicable laws, regulations, 

and Company Policy.  200+ employees 

Dubai, United 

Arab Emirates 

Nov. 1986 – 

May 1989 

Manager of 

Engineering and 

Construction 

Directed all engineering and construction activities to 

develop, recommend and provide the technical support 

necessary to implement programs to exploit the 

petroleum reservoirs within the Dubai Petroleum 

Company.  Production volumes exceeded 100,000 

bbls/day; annual CAPEX budget of near $100 million. 

Alaska, Texas, 

Louisana 

January 1971 – 

Oct. 1986 

Assorted 

Management 

Roles 

Mr. Hairford held multiple mid-level and top-level 

operational management roles at Conoco, beginning 

with his return from active duty as a First Lieutenant in 

April of 1973.  This time spanned his first 15 years at 

ConocoPhillips. 

 
Strategic Partnership – PT Wihana Cipta Mega (WCM) 
TexStar has developed an extremely important local relationship in the Sumatra region with PT Wihana Cipta Mega (WCM), 

one of the region’s largest drilling and oilfield services companies.  According to WCM’s materials, the Company was 

founded in 1997, and provides an integrated suite of energy-related services to several major customers in the region, 

including: Pertamina EP, PT Tiara Bumi Petroleum, Medco Energy, Golden Spike Energy Indonesia Ltd., Pertamina EP 

(Limau), PT Transoil Nusantara.  WCM specializes in on-shore rigs and oilfields, and has its own 750 HP, 1000 HP, 1500 

HP, and 2000 HP rigs located throughout Indonesia; it also has an operational support partnership with SINOPEC, which 

CNNMoney listed as China’s largest Energy Company for 20091. 

 

Mr. Halsey, TexStar’s CEO, has a direct relationship WCM’s CEO, Ms. Ibu Suryani.  This partnership is extremely important 

to and beneficial for TexStar in all of its Indonesian activities, largely because of the peculiarities of dealing in the Islamic 

nation of Indonesia.  This would be a very difficult region in which to operate, if TexStar and its executives did not have the 

advantage of this strategic partnership. 

                                                      
1 http://money.cnn.com/galleries/2009/fortune/0910/gallery.china_top_companies.fortune/ 
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The North Sea (British) Prospect 
TexStar is in discussions pertaining to a large region in the English North Sea.  While the Company is not at liberty to name 

the counter-parties to this discussion at this time, the Company has provided us with some guidance as to what the relevant 

gas reserves are.  The prospect itself consists of five prospects; these five prospects have solid seismic work complete.  As 

explained to us by the Company, the total reserves for this area include 158bcf of gas, which is roughly equivalent to 13.17 

million barrels of oil (BOE), based on a ratio of 6000 feet3 of gas to 1 barrel of oil.  If we assume that these reserves will be 

worth roughly 50% of their estimated current BOE value once production is established, that gets us to an estimated value of 

US$470.7 million.  This rough estimate does not take exploration risk nor drilling costs into account, and is simply meant to 

convey an idea of magnitude in terms of what this prospect could represent.  The Company believes this is a very large and 

highly significant opportunity for TexStar. 

 

The Company informs us that they believe a first well can be sunk for approximately US$17M, and assuming that the gas is 

found according to the current reserve estimates, this should allow them to resell their interest for something in the range of 

US$200M to US$300M.  While this analysis is based on speculative factors at this time, it highlights the upside potential that 

TEXS could represent in the future. 

 

Sumatra (Indonesian) Prospects 
TexStar has already identified three potential projects for its initial operations in the Sumatra region of Indonesia.  In the 

future it expects to develop additional prospective projects, and plan to allocate the equity and debt capital available for the 

Company’s maximum short-term and long-term projects. 

 

BIMA SAKTI area – Exploration Project 

Preliminary Seismic on this region suggests the presence of several layers hydrocarbon traps dating from the mid-to-late 

Tertiary, making them relatively young deposits.  The Seismic that has been conducted suggests three specific formations as 

drilling targets: Baturaja Fm, Talang Akar Fm, Lahat Fm, plus the Basement formation below which oil and gas may also 

exist.  Total Gas in place is estimated (P50) at 258.7 bcf, and for oil P50 is 78.2 million bbls.  This is considered to carry high 

geological risk, as drilling has not yet verified the veracity of these reserve estimates.  However, by assigning a P50 rather 

than a P10 to these reserves, the engineering firm is making a statement that their existence is “probable” rather than just 

possible. 

 
To further develop this prospect, the developer will need to conduct some additional seismic studies before drilling for the 

buried hydrocarbons.  Given the likely development and extraction costs, this study guesstimates that the oil alone in this 
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deposit has an economic value of over $20,000,000 USD, whereas the gas (43.1 million BOE) could add another $10M - 

$15M of value to the project, bring its total value to somewhere between $30,000,000 and $35,000,000 USD. 

 

THE TUNGAL BLOCK – MENGEOPEH FIELDS 

The Company is in talks with the requisite individuals at this producing field, and feels that with initial capital it may be able 

to either acquire some or all of the working interest in this property.  According to Company records, it is producing 

approximately 750 bbls/day, and still offers some exciting new development prospects.  Our materials indicate that as of 2011 

the cost pool totaled $37,000,000 USD, presumably meaning that those costs would need to be recouped by others under the 

previously explained Indonesian oil revenue distribution system.  This complexity makes it somewhat difficult to even guess 

at what revenues and profits TexStar might derive from its participation in this field, although they would certainly be 

substantial. 

 

  
 

BENAKAT BARAT PROJECT 

This field was discovered during the Dutch occupation of the region in 1932; it is characterized by three distinct producing 

regions: the #1 and #2 shallow sands and the “B” deeper sands.  In total, 307 wells have been drilled on the field, and 97 of 

them are producing, currently at a rate of 1,950 bbls/day.  This field has significant remaining recoverable reserves present, 

and is an excellent candidate for production improvement and acceleration.  This type of acceleration can be accomplished 

by pumping water and/or CO2 at the margin of each wells “reach,” thus flushing the oil through the sands and into the well 

more rapidly and effectively. 

 

We have modeled this particular project out fairly well, under the assumption that TEXS would issue an additional 30,000,000 

shares to fund its obligations as the “partner” in this project.  As shown in our model, in just Year 1 this could mean almost 

$7.5M in net project profits to TEXS, or approximately $0.12 per share, given our model’s assumptions. 
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Daily production model, (bbls oil) - Key Model Assumptions

Beginning oil production, bbls 1,950

Baseline (no partner participation) 150

Incremental oil production (bbls) 1,800

Cost recovery (bbls)* 947

Remaining equity split (bbls) 853

Partner contractor share of equity bbls 430

DMO fee (bbls) 107

Remaining partner bbls, net of DMO 322

Oil sales, partner ($US) 30,632$       

DMO fees from Govt. 2,687$         

Total Partner Pre-tax Profits 33,319$       

Taxes paid to government 12,928$       

Total Partner Net Profit (Per day) 20,391$       

Total Partner Cost Recovery 90,000$       

Total Parter Cash Flow 110,391$     

Year 1 Model, Quarterly Q1, Y1 Q2, Y1 Q3, Y1 Q4, Y1 Total Y1

Beginning oil production, bbls 175,500 177,450 179,400 179,400 711,750

Baseline (no partner participation) 13,500 13,650 13,800 13,800 54,750

Incremental oil production (bbls) 162,000 163,800 165,600 165,600 657,000

Cost recovery (bbls)* 85,263 86,211 87,158 87,158 345,789

Remaining equity split (bbls) 76,737 77,589 78,442 78,442 311,211

Partner contractor share of equity bbls 38,693 39,123 39,552 39,552 156,920

DMO fee (bbls) 9,673 9,781 9,888 9,888 39,230

Remaining partner bbls, net of DMO 29,019 29,342 29,664 29,664 117,690

Oil sales, partner ($US) 2,756,850 2,787,482 2,818,114 2,818,114 11,180,559$  

DMO fees from Govt. 241,829 244,516 247,203 247,203 980,751$        

Total Partner Pre-tax Profits 2,998,679$       3,031,998$ 3,065,316$         3,065,316$  12,161,310$  

Taxes paid to government 1,163,488 1,176,415 1,189,343 1,189,343 4,718,588$    

Total Partner Net Profit 1,835,192$       1,855,583$ 1,875,974$         1,875,974$  7,442,722$    

Total Partner Cost Recovery 8,100,000 8,190,000 8,280,000 8,280,000 32,850,000$  

Total Parter Cash Flow 9,935,192 10,045,583 10,155,974 10,155,974 40,292,722$  

TEXS EPS 0.029$               0.030$          0.030$                  0.030$          0.119$            

Shares outstanding assumption (000s) 62,639 62,639 62,639 62,639 62,639
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Valuation Scenario Analysis 
TexStar currently has approximately 27.64 million shares of common stock issued and outstanding, and another 5 million 

shares of convertible preferred (1:1 conversion), bringing the total fully-diluted share count to approximately 32,639,000 

shares.  However, the Company plans to issue additional shares to fund its business plan. What we cannot know at this stage 

is, how many new shares will the Company issue, at what price, and what projects will be it able to gain control over given 

this funding?  The answer to these question will be determined to some degree by the availability of debt as well as equity 

capital, on a project by project basis, as well as by the terms of any agreements into which TexStar enters. 

 

As a scenario analysis, we have modeled out two of the Company’s four current potential projects.  The Benekat Barat Project 

in Indonesia, which we’ve assumed will require $30M in additional capital, and the North Sea exploration project, which will 

require approximately $17M in initial drilling capital.  Under the Benekat-only scenario, the Company’s shares could be 

worth 20x to 30x earnings, creating a per-share price range of $2.38 to $3.57.  Under the North Sea-only scenario, the shares 

could be worth $4.00 to $6.00, if our funding/dilution assumption proves correct and if the gas reserve is proven up as 

expected and valued as we have speculated it could be.  If both of these projects occur successfully and according to plan, in 

terms of funding, dilution, reserves, production, and valuation, then TEXS shares could exceed as much as $5.00 or $6.00. 

 

Risks 
Like any company in the development phase, TexStar faces considerable operating, financing, and resource discovery risks.  

First of all, while the Company believes it will have access to the funding it needs, since that funding is the “last piece of the 

puzzle” to generate success, it is possible that this funding may be unavailable to the Company, or available but only under 

unacceptable terms.  Either of these eventualities would have extremely negative effects on the Company and its shareholders.  

Another significant risk pertains to the natural resources themselves; even if the Company is successful in garnering the 

funding it seeks, and even if its leadership and management team joins the Company as a result, it still may underperform in 

terms of its exploration and production goals.  Such a shortfall could be due (especially in Indonesia) to geopolitical risk 

events, or it could be due to disappointing exploration results, or due to a lack of viable purchases or contractual arrangements.  

Needless to say, a severe exploration shortfall could have negative effects on the Company and its share price as well.  This 

is clearly a risky, yet high potential play on the oil and gas E&P opportunities of the North Sea and Sumatra. 
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Conclusion 
In summary, TexStar is in an excellent position to succeed, in that it has the target properties and the team to execute already 

lined up, and believes it needs only its initial funding to succeed.  If it is successful in raising the initial capital that it believes 

it will, it has several high-value targets that it plans to execute on.  The largest potential target (in the North Sea) could single-

handedly propel the value of the Company to $4.00 to $6.00 per share, depending on actual financing-related dilution and 

actual drilling costs and resource value, and its Benekat candidate project has the potential to add well over $2.00 in per share 

value, again depending on financing-related dilution and actual production and exploration results.  TexStar certainly has a 

strong initial management team, and according to the Company this team will grow and strengthen much more through the 

addition of several other big oil industry veterans, once initial funding is completed.  The presence of this team in combination 

with the current candidate projects and adequate capital could make TexStar very attractive indeed. 
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Harbinger Research is an independent equity research firm with a focus on providing coverage to small-cap companies.  Our 

mission is to help our clients achieve fairer market valuations, an expanded shareholder base, improved liquidity, and easier 

access to capital markets.  We do this by providing insightful, in-depth research reports and by making sure those reports are 

widely distributed and made available to both institutional and individual investors.  We strive to deliver superior research 

coverage and the result is compelling – consistent coverage from industry-expert analysts that is well written and consists of 

insightful analysis, cogent arguments, and in-depth financial models.  To learn more about Harbinger Research and view our 

research reports, we invite you to visit our website located at www.harbingerresearch.com. 
 

Our Team 
 

Brian R. Connell, CFA                 Senior Managing Director 

Mr. Connell has over 20 years' experience in the securities industry, as an equity analyst and portfolio manager, and as the 

founder and CEO of StreetFusion (acquired by CCBN/StreetEvents), a software company serving the institutional investment 

community. On the sell-side, Mr. Connell served as the technology analyst for Neovest, an Atlanta-based boutique, and as a 

Senior Analyst - Internet for Preferred Capital Markets, an investment bank based in San Francisco. Mr. Connell has also 

held the position of Executive Director of Marquis Capital Management, a technology-focused hedge fund. 

 

Mr. Connell founded Harbinger Research in 2004 with the purpose of providing high quality research coverage to deserving 

smaller companies.  Mr. Connell holds degrees in Economics and Psychology from Duke University, and is a CFA 

Charterholder. 
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Disclaimer 
This report was prepared for informational purposes only.  Harbinger Research, LLC (“Harbinger”) was paid US$10,000 for the preparation 

and distribution of this “no rating” investment report.  All information contained in this report was provided by Nathan Halsey of TexStar 

Oil Corp. (“Company”).  To ensure complete independence and editorial control over its research, Harbinger has developed various 

compliance procedures and business practices including but not limited to the following: (1) Fees from covered companies are due and 

payable prior to the commencement of research; (2) Harbinger, as a contractual right, retains complete editorial control over the research; 

(3) Analysts are compensated on a per-company basis and not on the basis of his/her recommendations; (4) Analysts are not permitted to 

accept fees or other consideration from the companies they cover for Harbinger except for the payments they receive from Harbinger; (5) 

Harbinger will not conduct investment banking or other financial advisory, consulting or merchant banking services for the covered 

companies.  

 

Harbinger did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company is relying 

solely upon information provided by the Company for the accuracy and completeness of all such information.  The information provided 

in the Report may become inaccurate upon the occurrence of material changes, which affect the Company and its business.  Neither the 

Company nor Harbinger is under any obligation to update this report or ensure the ongoing accuracy of the information contained 

herein.  This report does not constitute a recommendation or a solicitation to purchase or sell any security, nor does it constitute investment 

advice.  This report does not take into account the investment objectives, financial situation or particular needs of any particular person.  

This report does not provide all information material to an investor’s decision about whether or not to make any investment.  Any discussion 

of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks mentioned.  Information about past 

performance of an investment is not necessarily a guide to, indicator of, or assurance of, future performance.  Harbinger cannot and does 

not assess, verify or guarantee the adequacy, accuracy, or completeness of any information, the suitability or profitability of any particular 

investment, or the potential value of any investment or informational source.  Harbinger and its clients, affiliates and employees, may, from 

time to time, have long or short positions in, buy or sell, and provide investment advice with respect to, the securities and derivatives 

(including options) thereof, of companies mentioned in this report and may increase or decrease those positions or change such investment 

advice at any time.  Harbinger is not registered as a securities broker-dealer or an investment adviser either with the U.S. Securities and 

Exchange Commission or with any state securities regulatory authority. 

 

ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR 

REPRESENTATIONS OF ANY KIND.  TO THE FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, HARBINGER 

EQUITY RESEARCH, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY OR 

TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR 

PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR ANYONE ELSE 

(INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES THAT 

MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST EXTENT 

PERMITTED BY LAW, HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE TO YOU OR ANYONE ELSE UNDER 

ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT 

TO THIS PRESENTATION OF INFORMATION. 

 

 

 

 

 

 

 

 


