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Halcón Resources (HK) 
Billion Barrel Resource Potential 
 

 
 
Summary and Recommendation 
 
Led by shale oil pioneer Floyd Wilson, Halcón Resources (HK) has closed multiple transactions 
to raise equity and debt and acquire oil and gas properties that offer 1.3 billion barrels equivalent 
of resource potential (see slide on page 2).  Proven reserves and rapid cash flow growth for the 
next twelve months supports 60% of estimated Net Present Value (NPV) of $10 a share (see 
tables Functional Cash Flow and Present Value on page 2 and Next Twelve Months Operating 
and Financial Results on page 3).  Further growth would support the remainder of NPV to bring 
the total to $10, the nominal price at which new shares were placed with investors in March 2012.  
Mr. Wilson is careful to point out that the company’s production guidance from which we take 
our volume estimates is “well beyond the reserve profile”.  As a result, NPV has some 
anticipation that the man and the team that drilled the first commercial shale oil well in the 
Eagleford formation will reproduce that type of success in other areas.  Already, Halcón may 
have an exploration discovery in the Navarro formation near Austin, Texas.  Among other areas, 
initial wells have also been started or will be this quarter in the Utica/Point Pleasant, Woodbine 
and Tuscaloosa Marine Shale (TMS).  NPV translates to a McDep Ratio of 0.86, above the 
median for small cap explorers.  A 0.20 ratio of debt to present value is near the median (see 
Tables ISC-1 to ISC-2 on pages 4-5).  Cash flow multiple (EV/Ebitda) of 9.6 times is close to the 
median although the cash flow in the denominator is less assured than for slower growing 
companies (see Table ISC-3 on page 6).  Conservative investors having confidence in Floyd 
Wilson and enthusiasm for shale oil in the early stages of its development may take a starting 
position in HK.  Further commitments might await the surprises that often occur. 
 
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.  


