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Holloman Energy (OTC:BB - HENC) 
Raising Price Target, Reiterating Strong 
Speculative Buy Rating.  New ISIS Report 
Strengthens Investment Case and Valuation Range 

Strong 
Speculative Buy 

  
Recent Price: US$0.52  Summary and Investment Opportunity 

• Holloman’s Key Properties Overlie Promising Oil and Gas Geology in Australia 
Holloman Energy owns a 67% interest in two energy exploration concessions from the 
Australian government: PEL 112 and PEL 444.  These concessions lie on the western margin 
of the Cooper Basin, Australia’s most productive onshore hydrocarbon region.  Recent 
exploration activities just to the north of PEL 112 have had great success, and are highly 
suggestive of a pervasive hydrocarbon “migration trend” from the Cooper Basin into the 
younger and shallower strata of PEL 112 and PEL 444. 
• Recent ISIS Petroleum Study Establishes High-Confidence Value Range for P112 
ISIS had previously established that PEL 112 has at least 25.3 MMbbl of “P90” potential 
resources, meaning that there is a 90% chance the resources in the ground would meet or 
exceed the 25.3 MMbbl estimate.  Now in a new study ISIS has gone several steps further, 
analyzing PEL 112’s top five leads to estimate exploration risk, and present a very detailed 
estimate of exploration costs, development costs, taxes and fees, trucking, and refining costs, 
which helps us estimate the probable value of this PEL with a much high confidence interval.
• Study Concludes that Each “Field” is Worth US$100M NPV10 per 5 MMbbls 
We have thoroughly reviewed the full ISIS report and conclude that their scenario analysis 
and cost estimates are thorough and conservative.  The Company and report suggests that 
there is a 1 in 4 chance for each exploration field to strike pay, and that assuming that each 
field has 5 MMbbls of reserves and a peak flow rate of just 5,000 barrels per day, it would 
have a net present value of US$100M at US$70/bbl oil prices.  Actual recoverable resources 
per successful field could exceed 5 MMbbls.  This net present value calculation is for a 
100% working interest per field, and fully accounts for all development and transportation 
costs as well as government and other royalties.  We believe this is a very conservative value 
estimate, because oil prices are currently well above US$70/bbl and in our view likely to 
move higher, and because exploration just to the north on PEL 92 has met with a 83% 
success rate for exploration wells and a 100% success rate for production wells. 
• Macquarie Tristone is On-Board and Working to Achieve Next Stage 
One of the premier energy firms in the world, Macquarie Tristone has completed US$17 
billion in energy transactions since 2001.  They have been engaged to help HENC find 
suitable development partners, to which they will give a percentage of their interest in the 
fields in return for a commitment to defray all exploration and development costs.  Although 
the terms of this agreement, if reached, remain to be seen, industry standards suggest HENC 
could retain 35% - 40% interest in the field.  Given the value of this prospective leasehold 
(which could have many fields) and the market cap of HENC at just $54.5M, we believe fair 
value for these shares is significantly higher.  We therefore are raising our price target 
from $0.75/share to $1.10/share and continue to rate HENC a Strong Speculative Buy.

Market Data (closing prices, Feb 3, 2010) 
Market Capitalization  (mln) 54.5 

 

Enterprise Value (mln) 54.5 
Basic Diluted Shares Outstanding (mln) 104.7 
Fully Diluted Shares (mln) 128.9 
Avg. Volume (90 day, approx.) 238,714 
Institutional Ownership 0% 
Insider Ownership 62% 
Exchange OTC Bulletin Board 

Balance Sheet Data (as of Sept 30, 2009) 
Shareholders’ Equity (mln) 14,709 
Price/Book Value 3.7x 
Cash (000s) 399 
Net Working Capital (000s) 227 
Long-Term Debt (000s) 0 
Total Liabilities to Equity Capital .361 

 
Company Overview 
Holloman Energy engages in the acquisition, 
exploration, and development of oil and gas 
properties in Australia.  Its most promising 
leases lie adjacent to the highly-productive 
Cooper Basin region, located in Central 
Australia.  The Company’s controlling 
shareholder is Houston-based Holloman 
Corp., a large employee-owned engineering, 
procurement and construction company in the 
United States.  Holloman Energy trades on the 
over-the-counter bulletin board under the 
symbol HENC. 
 
Recent Insider Buying: Over the past 2-
3 years, various insiders have purchased 
US$16M worth of HENC shares.  We 
view this as a very strong indication of 
insider belief in Holloman Energy. 

Company Contact Information 
Grant Petersen 
Vice President 
Holloman Energy Corporation 
333 N. Sam Houston Parkway East 
Suite 600 
Houston, Texas 77024 
778-999-9740 
gpetersen@hollomanenergy.com 
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Industry Background 
 
Hydrocarbon Basics 
Oil, natural gas, and many other petroleum-based products occur naturally in the earth’s strata, as a result of 
plant and animal material being trapped in and incorporated into sedimentary rock formations.  As these 
formations are buried under additional layers of rock and subjected to high pressures and temperatures 
underground, the trapped organic material transforms itself into hydrocarbons.  Because subterranean strata are 
often porous and full of groundwater, hydrocarbons (which are less dense than water) tend to rise to the surface 
and decompose.  However, sometimes overlying strata are not porous, and trap the hydrocarbons underground, 
creating an oil and/or gas reserve.  This overlying formation is known as “cap rock,” and typically must be 
drilled through before the valuable hydrocarbons can be extracted.  Cap rock structures include salt deposits, 
volcanic deposits, and various other types of relatively impermeable strata. 
 
 

 
 
Note that it can often be quite challenging to pinpoint the best site upon which to conduct drilling, especially 
when only 2-D seismic surveys are available.  3-D seismic, while expensive, often helps exploration companies 
know exactly where to drill, and is in general considered the key to successful exploration and drilling 
programs.  This stems largely from the fact oil and gas deposits tend to be located in small “uplifts” in otherwise 
flat strata, known as “traps.” 
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Australia – Geology and Natural History 
Australia has experienced a very diverse natural history, containing some of the oldest known rock and fossil 
formations, and some of most recently created.  The Cooper Basin in particular was laid down during the 
Permian period, which spanned 42 million years and terminated in the greatest extinction event the world has 
ever known. This event killed off over 90% of the world’s species and occurred 248 million years ago.  
Subsequent to this, the much larger Eromanga Basin was formed, overlying the Cooper in central Australia.  
This younger basin was deposited during the Mesozoic Era, which was comprised of the Triassic, Jurassic, and 
Cretaceous periods, and ended 65 million years ago. 
 
For much of the Permian and early Triassic periods, the area we now refer to as the Cooper Basin was a 
vegetated region that was affected by repeated periods of glaciation and climatic warming.  Current thinking in 
natural history suggests that each cycle of glaciation and warming caused rapid flooding of this region, and this 
flooding deposited billions of tons of organic sediments.  Given the speed with which these sediments were laid 
down, natural organic decomposition was unable to occur, and the sediments’ organic materials were quickly (in 
geologic terms) buried deep within the crust, where they were exposed to relatively high temperatures and 
pressures.  It was this combination of quick deposition and submersion that caused these deposits to become so 
rich in oil and natural gas.  Subsequent arid periods laid down impermeable deposits that trapped much of the oil 
and gas underground, forming the oil-rich region that exists today. 
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The Global Market for Energy 
The global market for energy is in the midst of a perfect storm at this juncture, characterized by ever-increasing 
demand and leveling or indeed falling supply.  While most oil producing nations are producing no more than 
they have in the past, the demand for oil from the developing world is quite literally skyrocketing.  This demand 
growth is likely to continue, as the population of the developing world exceeds that of the developed world by as 
much as a factor of eight or nine.  This should quite simply lead to much higher oil prices in the years to come. 
 

Projected Decline in World Oil Production, by Country 
 

 
 
As is clearly evident by the graph above, world oil production is very unlikely to satisfy demand over the short-
to-medium term at current prices.  Since demand is unlikely to decline, prices are almost certain to increase 
going forward.  While this is negative for the world economy in general and developing economies in particular, 
it is highly positive for Holloman Energy and indeed for all oil producers worldwide. 
 
Production and Reserves 
Exploration and development companies derive their value in the marketplace by securing petroleum 
exploration rights or leases on potentially oil rich properties, and then by exploring and developing those 
properties to produce as much oil and gas as possible, given the constraints of drilling costs and energy prices.  
In the energy industry, it is quite common for much of the exploration function to be carried out by smaller, 
specialty companies that focus on exploring for and finding hydrocarbon reserves.  Larger companies, on the 
other hand, typically partner with smaller exploration companies to actually develop the oil fields and produce 
the oil – once the existence of sufficient proven and probable reserves has been established. 
 
In the parlance of the energy industry, oil reserves are commonly referred to as “proven,” “probable and 
possible” and probable and possible reserves are further referred to as “P90,” “P50,” or “P10.”  The P90 
classification indicates that there is a 90% probability that at least the indicated resource quantity is extractable, 
given current technology and economic conditions; P50 and P10 likewise indicate the percentage probability 
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that the indicated reserves exist and can be extracted.  Reserves and resources themselves are usually referred to 
by the barrel, which is equivalent to 42 U.S. gallons and is abbreviated “bbl.”  Thousands of barrels are referred 
to as mbbls and millions of barrels are mmbbls.  Natural gas resources are usually referred to in thousands of 
cubic feet (mcf) and millions of cubic feet (mmcf) or billions of cubic feet (bcf), and combined resources are 
sometimes lumped together under the term barrels of oil equivalent (BOE).  One BOE represents some mix of 
one bbl of oil and 6,040 cubic feet of gas, thus establishing the ratio of one bbl of oil to 6 mcf of gas for BOE 
calculation. 
 
Notably, SEC guidelines currently prohibit energy companies from showing reserves on their balance sheets 
unless they are “proven,” but new rules coming on in CY2010 should allow companies to adopt a more 
probabilistic approach to reporting reserves in the near future.  Since reserve estimation is an inherently 
probabilistic process, these new rules may allow for accounting “reserves” to more closely approximate how an 
energy company might actually think about reserves in terms of its decision making or valuation. 
 
Drilling and Servicing 
Exploration and development companies like Holloman Energy do not usually maintain their own drilling 
equipment or complete their own drilling; this is usually accomplished by oilfield services companies such as 
Schlumberger (SLB - NYSE) or Halliburton (HAL – NYSE).  Note that these oilfield services companies also 
provide myriad post-drilling services such as well logging, cementing, casing, perforating, fracturing, and 
maintenance; all of these are very important to maximizing the productivity of each successfully drilled well. 
 
A key input in the evaluation of the attractiveness of an oil field is the probable cost of drilling each well, as 
well as (of course) the likelihood that each well drilled will be successful.  In the case of HENC, due to the 
relatively shallow depth of the target deposits, management believes that drilling and services costs should be 
fairly low.  This belief has recently been confirmed by the ISIS study dated November 29, 2009, which covers 
very detailed cost research and shows that each potential field with just 5 MMbbls of recoverable resources 
should have a net present value (NPV) of $100M at $70/bbl.  Assuming that ISIS’ previously stated estimates of 
oil and gas “P90” potential resources are reasonably accurate, it is these low drilling and servicing costs and 
high NPV per field that should make PEL 112 and PEL 444 such valuable leaseholds.  Note that the net present 
value of these wells and fields would climb dramatically if oil prices were to consistently exceed $70/bbl, which 
we view as a likely event.  As of the writing of this report, the spot oil price per barrel was US$76.98. 
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Company Analysis 
Corporate Overview 
Holloman Energy Corporation is an emerging exploration and development company with a geographic focus 
on energy opportunities in Australia.  The Company’s controlling shareholder and financial backer is 
Odessa/Houston-based Holloman Corporation, a large employee-owned engineering, procurement, and 
construction company in the United States, with nearly US$300 million dollars in annual revenue.  For more 
information on Holloman Corp., see its website at www.hollomancorp.com. 
 

Holloman Energy is currently developing key portions of its petroleum exploration leases (known as PELs) 
which consist of 1.46 million acres of land in two geographically disparate regions of Australia.  At this time, 
the Company is concentrating most of its resources on the development of Petroleum Exploration Leases 112 
and 444 (PEL 112 and PEL 444), which are adjacent to the southwestern corner of the Cooper Basin, Australia’s 
most productive onshore hydrocarbon region.  In a study released this past summer, independent ISIS Petroleum 
Consultants1  analyzed 10 of the Company’s 45 established drilling leads on PEL 112 and PEL 444, and 
concluded that those leads represented P902  prospective recoverable oil resources of 25.3 million barrels.  
Based on current spot prices for oil of approximately $70/barrel, this represents nearly $2 billion worth of 
hydrocarbons and a very significant profit opportunity for Holloman Energy. 
 
Holloman Energy is based in Houston, TX, in the offices of Holloman Corporation, and trades on the over-the-
counter bulletin board under the symbol HENC. 
 

 

                                                 
1 ISIS Petroleum Consultants is one of the most highly-regarded firms of its type in Australia.  For more information, visit 
the website at: www.isispetroleum.com.au 
2 P90: At least a 90 percent probability that the quantities actually recovered will equal or exceed the estimated reserves 
given current economic conditions 
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The Opportunity – Scientific Background 
Oil and Gas in the Cooper Basin 
As explained in the Industry Background section of this report, hydrocarbons result from the decay of organic 
materials in sedimentary rock formations trapped deep within the earth.  Typically, the most productive 
sediments are formed under specific climatic conditions (shallow oceanic or dense tropical forest) from a 
region’s distant past – usually well over 100-200 million years ago.  In regards to Central Australia, the most 
productive sediments for hydrocarbons were formed during the Permian period, which ended about 250 million 
years ago.  Since the end of this era, the Permian’s rich organic sediments have been increasingly buried under 
additional layers of rock, thus forming deposits of coal, oil, natural gas, and other hydrocarbons. 
 
Because of the geological history of the Australian continent, the Permian sediments in Central Australia 
primarily occurred in one distinct region – the Cooper Basin.  This basin is surrounded by and underlies a 
portion of the much larger Eromanga Basin, which is mostly comprised of younger sandstones and sediments 
from the more recent Jurassic and Cretaceous periods.  It is these younger formations that overlie the Cooper 
Basin’s Permian sediments, thus trapping (or “capping”) the hydrocarbons underground and creating Australia’s 
richest oil and gas producing region. 
 
Geology Surrounding the Cooper Basin – How Far Does the Oil-Rich Strata Extend? 
The Cooper Basin is clearly delineated on geological maps of the region, based on the scope of Permian 
sediments deep underground.  However, these maps and the demarcation of the Cooper Basin were rather 
arbitrarily created some time ago based on then-available seismic and exploration data.  More recent exploration 
and drilling now suggest, however, that the Cooper’s Permian sediments may extend farther to the west than 
was previously thought.  This is very important, because it may mean that the oil-rich Permian sediments extend 
to within just a few miles of PEL 112, placing it within a “fill and spill” migration path extending to the 
westwards from these sediments.  Given the slope characteristics of the underlying strata, PEL 112 may be quite 
rich in hydrocarbons, as indicated by the ISIS study.  Although less information is available on PEL 444, it is 
also in close proximity to what is known as Cooper’s “Oil Kitchen.” 
 

 
 



Holloman Energy Corp. (OTC:BB - HENC)  February 4, 2010
 

Copyright © Harbinger Research, LLC, 2010 Page 8 of 16 
 

Hydrocarbon Migration – the Key to Holloman’s Exploration Program on PEL 112 
Although sedimentary rocks are typically laid down in flat, horizontal formations, subsequent geological activity 
such as volcanism and tectonic movement can tilt the underlying strata, sometimes at sharp inclines.  If 
impermeable overlying strata exists (such as sandstone or salt deposits), this tilting of the strata and the natural 
buoyancy of hydrocarbons (in water) can cause these substances to migrate laterally and upward along the 
boundary of the capping strata.  Depending on the original depth of the hydrocarbons and the angle of incline 
involved, hydrocarbons can sometimes migrate laterally for miles as they slowly ascend along the inclined 
under-surface of the capping strata.  Such migration trends are common, and are definitely present in the 
western Cooper Basin region. 
 
Note that capping strata is rarely smooth; most capping formations trap hydrocarbons in pockets, much like an 
underwater cave roof would trap rising air.  It is these pockets of trapped hydrocarbons that Cooper Basin oil 
and gas exploration programs typically target for drilling. 
 
On the western edge of the Cooper Basin where PEL 112 lies, the area’s local geology is characterized by gently 
upward sloping strata – the slope is up and to the west.  This sloping of the younger Jurassic/Cretaceous strata 
(which overlie the Permian sediments in the Cooper) causes a broad westward migration trend in the region’s 
hydrocarbons, and accounts for the existence of hydrocarbons on PEL 112 - even though PEL 112 does not 
itself directly overlie the Cooper’s oil-producing Permian sediments. This hydrocarbon migration trend 
strongly suggests that the Company’s concession contains rich recoverable reserves, and ISIS’ analysis of 
the Company’s top 10 target formations on PEL 112 supports this. 
 
Notably, Beach Petroleum has had great success in finding oil just to the north of PEL 112 – along the same 
westward migration trend – and this gives us additional confidence in the value of Holloman’s PEL 112 
concession.  In the illustration below, red lines represent the 2-D seismic research that Holloman has conducted, 
and the green and blue inset boxes represent successful and unsuccessful drilling, respectively. 
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Hydrocarbon Asset Analysis 
While still in the ground, hydrocarbons are traditionally very difficult to value precisely.  This is due to several 
factors, including: 
 

• The exact quantity of oil and gas available for economic extraction is inherently unknowable, as both 
future extraction costs and future energy prices are uncertain; 

• New discoveries may add to the “reserves” upon which the valuation is based; 
• The terms and conditions under which the hydrocarbons are extracted, transported, and refined may 

change. 
 
However, despite the inherent unpredictability of these factors, we can arrive at some reasonable estimates of 
value based on what we now know. 
 
In a recently-released study, ISIS conducted a thorough analysis of all costs that would likely affect the net 
present value of any successful drilling programs on PEL112.  This report considered all costs of well servicing, 
extraction, transportation, and various royalty and duty payments, and presented results in graph form showing 
the value-relationship between recoverable oil per well and prevailing energy prices.  Based on this study, the 
Company chose to focus on the following set of conservative ISIS assumptions in its recent press release: 
 

• 5 MMbbls of oil per successful field 
• 5,000 bbl/day maximum flow rate, per field 
• 25% of each field hitting “pay” (keep in mind these leads as a group have already been estimated to 

hold 25 MMbbls of P90 potential recoverable resources) 
• $70 oil prices 

 
Given these assumptions, considering all costs, assuming the Company discovers a 5MMbbl field, ISIS 
estimates that the net present value of each successful field (100% working interest) using a 10% discount rate, 
would be $100,000,000.  This is known as a NPV10 estimate in the industry, and is based on per-field value.  
This lease has over 30 candidate drilling leads. 
 
We believe that these are conservative assumptions: success rates could well be higher than 25% and in fact just 
to the north of PEL 112 have exceeded 70%; oil prices could easily exceed $70/bbl in the future and in fact do 
so now; and each field could reasonably hold more than the assumed 5 MMbbls of recoverable resources.  
Furthermore, we have high confidence in this study’s conclusions due to its thoroughness, conservative 
assumptions, and due to ISIS reputation as a top-tier consultant in the Australian region. 
 
Given the quantity of high-probability drilling leads on PEL 112 alone, in light of this study, we believe the 
value of Holloman Energy clearly exceeds its current market capitalization of US$54.5M, and should prove to 
be attractive for investment.  While difficult to precisely quantify just how attractive HENC shares are, we 
believe our price target of $1.10/share is very reasonable, and make in fact be subject to future upward 
adjustment if planned 3-D seismic of PEL 112 confirms the presence of high-value drilling candidates. 
 
Holloman Energy’s Exploration and Production Plan 
Holloman executives have created a staged development plan for the Company, which calls for the methodical 
execution of exploration, capital-raising, and strategic partnering to optimally develop the PEL 112 concession.  
This plan calls for the drilling of one well and extensive 3-D seismic surveying in 2010, followed by additional 
drilling and surveying in 2011 and beyond.  Based on this timeline, the company plans to begin deriving cash 
flow from PEL 112 sometime in 2012; the Company’s own estimates reflect likely future oil prices of US$75 - 
US$80 per barrel or more, with net extraction costs of somewhere between US$30 - US$40 per barrel.  
Obviously, the Company’s future cash flows and indeed overall value are highly dependent on its assumptions 
regarding selling prices and extraction costs, as well as the actual oil discoveries that they may make in the 
future. 
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To execute on its plan, the Company needs to secure a high-quality joint venture partner, which will both fund 
and execute the exploration and drilling activities.  Based on the location of the Company’s properties, 
management believes that this will most likely be a local company, such as Beach Petroleum, or a major global 
company that wants to establish a presence in the region. 
 
Since finding and structuring a deal with a joint venture partner is so crucial to Holloman Energy’s eventual 
success, management has moved forward by engaging Macquarie Tristone Capital, which is widely considered 
to be a global leader in energy-related acquisitions and divestitures, and related economics and capital markets 
activities.  Macquarie Tristone is responsible for all aspects of the joint venture acquisition process, including 
identification of potential partners, handling discussions with prospective partners, and eventually, handling the 
negotiations and closing with the partner that ends up working with Holloman Energy.  We believe that 
Macquarie Tristone is an excellent choice for HENC, and believe that the Company will likely be successful 
through Macquarie in finding a strong joint venture partner. 
 
Key Management 
We believe that Holloman Energy’s management and governance teams constitute one of the strongest elements 
of the Holloman Energy story.  For the most part, the Company’s team works for no cash compensation from 
HENC, and due to stock holdings is highly incentivized to see Holloman Energy become a great success.  
Notably, certain members of the team have recently made open market purchases of HENC shares, underscoring 
their commitment to and belief in Holloman Energy. 
 
Mark Stevenson, President and Chief Executive Officer (CEO) 
On July 1, 2009 Mark Stevenson was appointed to the position of President and Chief Executive Officer (CEO) 
of Holloman Energy Corporation. Mark Stevenson (age 55) became a member of the Company’s Board of 
Directors on September 21, 2007 and was elected Chairman of that Board on January 4, 2008. Mr. Stevenson 
has been the President and Chief Executive Officer of Holloman Corporation (Odessa/Houston, TX) since July 
1998. Holloman Corporation is one of the largest totally employee owned engineering and construction 
companies in the United States. Prior to his appointment as President, Mr. Stevenson was employed by 
Holloman Corporation as Executive Vice President (1997-1998), Vice President - Pipeline Division (1979-
1997) chief estimator (1977-1979) and field construction engineer (1976-1977). He joined the company in 1976 
as a Field Engineer, after receiving his B.S. in Construction Engineering from Texas Tech University in 
Lubbock. 
 
Eric Prim, Chief Operating Officer - COO 
On July 22, 2009 Eric Prim, current member of the Company’s Board of Directors was appointed as the Chief 
Operating Officer. Eric Prim (51) joined the Company’s Board of Directors in September 2007. Mr. Prim has 
been the Vice President of Engineering and Construction of Holloman Corporation since 1997. Prior to his 
association with Holloman, Mr. Prim held senior technical management positions with Huntsman Corporation 
and Rexene Corporation. Mr. Prim is a registered Professional Engineer in Texas and holds six issued or 
pending U.S. Patents, all pertaining to energy technology. 
 
Bob Wesolek, CPA - CFO 
Bob Wesolek, has more than 30 years senior executive experience in both public accounting and private 
industry. Since leaving his role as senior practice manager with Arthur Andersen & Co. in 1988, Mr. Wesolek 
has acted as senior financial officer for five corporations including Citidel Software Systems, Sharp Technology 
Inc. and House of Brussels Chocolates. He has also provided financial consulting services to Holloman Energy 
Corporation since January 2008. Wesolek's background provides wide-ranging public experience with a well-
developed focus on executive financial management, accounting, regulatory compliance, internal controls and 
information architecture.  
 
Grant Petersen, Vice President of Business Development 
Grant Petersen was elected as the Interim President and Chief Executive Officer on January 4, 2008. During 
2007, Mr. Petersen was an independent financial consultant to the Company's predecessor. Prior to which time 
Mr. Petersen has served as Officer, Director and Consultant to various public development stage companies. Mr. 
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Petersen has over 30 years of entrepreneurial success in diverse industries ranging from the automotive, 
confections, freight, to the Internet sectors to include that of a leasing manager for Ford Motor Co., and in that 
role, was Canada's sales leader for three consecutive years. Additionally, Mr. Petersen gained extensive 
experience in logistics and distribution through his ownership of the shipping company, Pacemaker Freight Inc., 
a division agent for P.I.E. of Walnut Creek, California. 
 
Roy Whiting, VP Operations, Australia 
Whiting has over 30 years experience with major oil company’s in various US and international settings. A 
degreed Geologist \ Geophysicist with diversified educational background in business strategy, project planning, 
and time management. Roy’s qualifications include commercial oil and gas exploration, operation, production, 
and development planning, acquisition and joint venture management. Technical abilities include offshore/ 
onshore assessment, analyzing surface and subsurface structural and Stratigraphic interpretation using SMT 2D \ 
3D software. 
 
John Risinger, Field Operations Engineer, Australia 
John has had a diversified career in exploration, production, drilling, and operations spanning more than 40 
years. He has held various international and domestic drilling supervisory roles and managed a wide range of 
large scale exploration drilling programs on a turnkey basis, often in extremely remote areas. His expertise 
includes strategic management, process engineering, safety and technical reviews, due diligence, feasibility 
studies, training and auditing. 
 
Board of Directors 
Mark Stevenson, Chairman of the Board 
Mark Stevenson (age 55) became a member of the Board of Directors on September 21, 2007 and was elected 
Chairman of that Board on January 4, 2008. Mr. Stevenson has been the President and Chief Executive Officer 
of Holloman Corporation since July 1998. Prior to his appointment as President, Mr. Stevenson was employed 
by Holloman Corporation as Executive Vice President (1997-1998), Vice President - Pipeline Division (1979-
1997) chief estimator (1977-1979) and field construction engineer (1976-1977). 
 
J. Douglas Brown 
J. Douglas Brown, born 1952, graduated with a law degree, LLB, from Edinburgh University in 1973. He 
started his banking career as a financial analyst with J P Morgan in London and New York. He worked as an 
investment banker from 1982-87 with Banque Indosuez in the Middle East. He then joined Citigroup until 1997 
as a vice president in London and Geneva providing investment banking services to the Middle East. Since 1997 
he has been active in the hedge fund business. He is on the board of two funds, LIM Multi Strategy Fund and 
Eastern Capital Fund and jointly manages a privately-owned hedge fund distribution business. 
 
Eric Prim 
Eric Prim received his B.S. in Chemical Engineering from the University of Texas in Austin in 1982. He later 
received his MBA in 1987. Mr. Prim worked at Hunt Energy as a gas-processing engineer. Mr. Prim later 
worked for the Rexene Corporation, as a technical manager and was responsible for the execution of detailed 
engineering for a $230M expansion at the Odessa Complex Olefins Facility. He is presently employed as Vice 
President of Engineering and Construction for the Holloman Corporation in Odessa, TX, and is responsible for 
engineering, operations and plant construction functions. 
 
Keith MacDonald 
Keith Macdonald, CA (age 53) joined the Company’s Board on August 4, 2009. He has been President of 
Bamako Investment Management Ltd., a private holding and financial consulting company since 1994. He 
currently is Chairman and director of Cirrus Energy Corporation, an internationally focused oil and gas 
company trading publicly in Canada on the TSXV exchange and Chairman and director of Drakkar Energy Ltd 
a private in situ oil sands company. In addition, he currently serves on the Board of Directors of Rocky 
Mountain Dealerships Inc. (TSX), Cordy Oilfield Services Inc. (TSXV) and Stratabound Minerals Ltd. (TSXV). 
He was a director of Profound Energy Inc. (TSX), Bellatrix Exploration Ltd., and Breaker Energy Inc.  Mr. 
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Macdonald was founder, President and Director of New Cache Petroleum from 1987 until its amalgamation in 
1994 and thereafter was its Chief Financial Officer and Director until its sale in 1999. 
 
Risks 
In our view, the risks facing the Company are myriad, although we believe mostly manageable.  The most 
obvious and uncontrollable risk is related to world energy prices.  While we view it as highly unlikely, it is 
conceivable that a disruptive technology could rapidly obsolesce the need for oil or could depress oil prices well 
below current levels.  Although highly unlikely, this eventuality would be disastrous for the Company. 
 
A more significant risk to Holloman Energy is endemic to the exploration and development business; namely, 
the oil and gas the Company believes to be available for economic extraction may not be, or may not be in the 
quantities indicated by the ISIS study.  Such estimates are inherently imprecise, and while we are quite sanguine 
in our view regarding PEL 112 and PEL 444 from a resource perspective, there can be no guarantee that the 
Company will experience the success that we expect. 
 
The two other key risk factors are somewhat intertwined: financial risk, and the risk that despite hiring 
Macquarie Tristone Capital the Company will be unable to find a joint venture partner under reasonable terms.  
As far as financing goes, we have recently seen Holloman Corp., the Company’s controlling shareholder, invest 
over US$750,000 in a private placement.  Holloman invested these funds to provide basic working capital and 
support management’s plans to go out to the capital markets, to raise significant capital to fund additional 
exploration and development.  This capital will support the Company in finding a top-quality joint venture 
partner, and in executing its portion of the joint venture as it develops.  Although we feel good about Macquarie 
Tristone and the Company’s ability to attract a quality joint venture partner and obtain the necessary capital to 
execute its business plan, there is no guarantee that it will succeed in doing so. 
 
Overall, we believe that the risks that the Company is facing are manageable, as long as things continue to 
develop positively in lock-step fashion.  Additional positive news on the exploration side (from ISIS) would 
make the Company more attractive to both investors and prospective joint venture partners, and progress on 
either the capital raising front or the joint venturing process will expand the Company’s ability to conduct 
further exploration. 
 
Valuation and Comparables Analysis 
Capital Structure 
As of the most recently report quarter, ended Sept 30, 2009, the Company had 104,745,000 weighted average 
diluted shares outstanding; management states that there are options and warrants on an additional 24.2M 
shares, although approximately 12M of these are very far out of the money, making them largely irrelevant.  
Other than a significant long-term deferred tax liability of US$5.1M3, the balance sheet is very clean, with just 
$182K in total liabilities and cash of $399K.  Given the relationship with its controlling shareholder, we believe 
that this balance sheet is sufficiently strong for HENC to achieve its near-term goals, which include garnering an 
additional cash infusion through a Street financing. 
 
In terms of comparables, it is difficult to find “junior” exploration and development companies whose situation 
is sufficiently similar to the Company’s as to warrant their use as comparables.  Unlike most types of 
companies, exploration and development companies such as Holloman Energy are largely valued based on the 
value of their leases and the oil and gas thereon, rather than by P/E or P/S ratios.  Therefore we believe HENC 
shares are best valued by considering its leases, P90 resources, and the overall attractiveness of the region. 
 
Investment Thesis and Conclusion 
Overall, we believe that HENC shares represent a compelling value for the more speculative-oriented investor.  
For one thing, the ISIS resource estimate is very positive, and is likely to make Holloman Energy an attractive 
joint venture partner for a more established firm with the resources to more fully explore and develop the 
                                                 
3 The deferred tax liability is related to the petroleum exploration leases held by the Company, and is irrelevant until (and 
if) the leases are ever sold. 
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Company’s properties.  That said, we are also highly encouraged by the positive trend of new hydrocarbon 
discovery in the region, and believe that it is very likely that HENC will continue to receive positive news about 
its PEL 112 holding in particular.  Furthermore, HENC’s relationship with Holloman Corporation, which 
includes office space and a full team of executives – mostly for non-cash compensation only – is a major 
positive in the process of evaluating HENC’s likelihood of becoming a great success.  And lastly, we view the 
strong insider buying of HENC shares over the past couple as being highly positive, literally meaning that key 
executives are willing to put their money where their mouth is. 
 
When all of these factors are considered in light of what we believe will be a very strong global energy market 
for the foreseeable future, HENC shares look attractive indeed.  We therefore rate the shares of Holloman 
Energy a Strong Speculative Buy and set our 12-month price target at US$1.10 per share.  Furthermore, we 
believe future upside to our target price is possible, if exploration news continues to be positive. 
 



Holloman Energy Corp. (OTC:BB - HENC)  February 4, 2010
 

Copyright © Harbinger Research, LLC, 2010 Page 14 of 16 
 

Our Rating System 
We rate enrolled companies based on the appreciation potential we believe their shares represent.  The performance of 
those companies rated “Speculative Buy” or “Strong Speculative Buy” are often highly dependent on some future event, 
such as FDA drug approval or the development of a new key technology. 
 

Explanation of Ratings Issued by Harbinger Research 
   
STRONG BUY We believe the enrolled company will appreciate more than 20% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
BUY We believe the enrolled company will appreciate more than 10% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
STRONG 
SPECULATIVE BUY 

We believe the enrolled company could appreciate more than 20% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

SPECULATIVE BUY We believe the enrolled company could appreciate more than 10% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

NEUTRAL We expect the enrolled company to trade between -10% and +10% relative to the general 
market for U.S. equities during the following 12 to 24 months. 

SELL We expect the enrolled company to underperform the general market for U.S. equities by more 
than 10% during the following 12 to 24 months. 

 

Analyst Certification 

I, Brian R. Connell, CFA, hereby certify that the views expressed in this research report accurately reflect my 
personal views about the subject securities and issuers.  I also certify that no part of my compensation was, is, or 
will be, directly or indirectly, related to the recommendations or views expressed in this research report. 
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Disclaimer 
This report was prepared for informational purposes only.  Harbinger Research, LLC (“Harbinger”) was paid in the amount of US$7,500 
by a third party for the preparation and distribution of this research report.  All information contained in this report has been reviewed 
(and factual information approved) by Holloman Energy Corporation (“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 companies 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. 
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Harbinger Research is a New York-based 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. 
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Brian R. Connell, CFA                    Senior Research Analyst 
Mr. Connell has over 15 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 investment 
management organization.  
 
Mr. Connell holds degrees in Economics and Psychology from Duke University, and is a CFA Charterholder. 
 
Mr. Connell is also associated with StreetCapital, an Atlanta-based broker-dealer.  By written policy, Harbinger Research 
does not work with StreetCapital clients in any capacity, and StreetCapital does not work with Harbinger Research clients 
in any capacity. 


