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Drilling Results Delayed But Potential Remains  
 

Price $4.10 Shares O/S (mm): 28.7

Target Price (1 yr.): $7.00 FD Shares (mm): 30.8

Projected Return: 71% Mkt. Cap ($ mm): $117.6

52-Wk High: $5.28 Positve W.C($ mm)* $7.4
52-Wk Low: $3.75 Ent.Value ($ mm): $110.2
*(Postive working captial as of December 31, 2006)

FY December 31 2006A 2007E 2008E
Reference Pricing
Oil (US$/bbl WTI) $66.07 $60.00 $60.00
Gas (US$/mmbtu Henry Hub) $6.99 $7.50 $7.50

Production
Liquids (bbl/d) 627        1,525     2,225     

Gas (mmcf/d) 5.6 7.3 7.7
Boe/d (6:1) ## 1,555     2,735     3,500     
Equivalent Growth 91% 76% 28%

Financial
Cash Flow ($ mm) $15.8 $34.1 $40.2

CFPS (FD) $0.55 $1.16 $1.36

Valuation
P/CF 7.4x 3.5x 3.0x

EV/DACF 6.9x 3.5x 3.0x

D/CF -0.5x -0.2x -0.2x

Per Share Data (C$)
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Upcoming Events 
April/May: Drilling results of the high-impact Strachan well. 
April/May: CS No. 1 well recompletion results. 
April/May: Drilling results of the high-impact Sabria well. 

 

  

Prof i le  
Winstar Resources Ltd. (www.winstar.ca) is a Canadian oil and 
gas exploration and production company focused on developing 
oil and gas concessions located in Canada, Tunisia, and 
Hungary. 

 

  

E V E N T S  
� Winstar reported year-end 2006 f inancial and operational results. We 

maintain our BUY  recommendation and $7.00 target price. 

H I G H L I G H T S  
� Winstar reported 2006 cash f low of $15.8 mil l ion ($0.55/fd share), below 

our estimate of $17.4 mil l ion ($0.61/fd share). Average 2006 production of 
1,612 boe/d was inl ine with our est imate of 1,621 boe/d. Production was 
negatively impacted by a very warm winter in Hungary.  

� Estimated proven reserves increased by 12% to 3.9 mmboe and total 
proven and probable reserves increased by 3% to 9.8 mmboe. Finding and 
development cost were $24.00/boe proven and $21.20/boe on a proven and 
probable basis. Reserve addit ions are primari ly attr ibuted to the CS#5 well , 
which is currently on production, and the f irst horizontal leg of the 
Sabria#11 well  where testing operations are ongoing. 

� Estimated NAV :  As a result of the new reserve report,  our ful ly-di luted net 
asset value est imate increases from our previous estimate of $6.05/fd share 
to $7.04/fd share. 

� 2007 Production Estimate: As a result  of delays in Winstar’s high-impact 
dri l l ing operations, we have lowered our 2007 production estimate from 
3,400 boe/d to 2,735 boe/d. Management is forecasting average 2007 
production of 2,600-2,900 boe/d. 

� 2007 Cash-Flow Estimate: We have lowered our 2007 cash-f low estimate 
from $43.9 mil l ion ($1.52/fd share) to $34.1 mil l ion ($1.16/fd share), 
primari ly due to our lower production estimate. Management estimated 2007 
cash flow of $35-$40 mil l ion. 

� Production Testing :  Dri l l ing and testing operations of the Sabria#11 well 
(45% W.I.) in Tunisia are progressing; however, f inal results are not 
expected unti l  late Apri l  or early May 2007. Testing of the Strachan well  in 
Canada is also continuing, with results expected in the next three to four 
weeks. Testing of the CS#1 well  is expected to commence in the near 
future, with results by mid Apri l .  

� 2007 High-Impact Drill ing : In 2007, Winstar plans to dri l l  another bi-lateral 
high-impact well  at Sabria (45% W.I.),  dri l l  or re-complete a total of three 
wells at the Chouech Es Saida and Ech Chouech concessions (100% W.I.),  
and dri l l  two high-impact wells in Sturgeon Lake in Canada. Winstar may 
also dri l l  an exploration well  in Hungary, late in 2007. 

I N V E S T M E N T  C O N C L U S I O N  
� The operational delays in both Canada and Tunisia are frustrat ing; 

however, the ful l  potential  of Winstar’s plays remains intact.  The testing/re-
completion operations currently underway have the potential  to add 
signif icant production by the middle of the second quarter 2007. Signif icant 
addit ional volumes are possible with success of the high-impact wel ls 
planned for the balance of the year. We maintain our BUY  recommendation 
and target price of $7.00, which is equivalent to our ful ly-di luted net asset 
value estimate.  
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D E T A I L S  
� On February 22, 2007, Winstar announced the prel iminary production tests of the Strachan 8-10 well  in Canada and the 

Sabria#11 well  in Tunisia. Although the test rates may appear to be lower than anticipated, these results are very prel iminary 
and the ful l  potential of both wells wi l l  only be determined through longer-term production testing, which should occur over the 
next four to six weeks. 

� Tunisia – Sabria#11 Well: Winstar holds a 45% working interest in the Sabria concession located in west-central Tunisia. The 
f irst of two planned bi-lateral wel ls spudded on October 24, 2006. The Sabria#11 is deep, with a true vert ical depth of 3,750 
metres. The fi rst lateral was dri l led out 700 metres horizontally and encountered the Hamra Sandstone, which is the current 
producing formation on the concession, and El Atchane Sandstone, which is the deeper explorat ion zone. The well  tested up to 
370 bbl/d, with about 1.0 mmcf/d of natural gas; however, i t  also produced 4,600 bbl/d of water. Management bel ieves that the 
water is coming from the lower El Atchane formation. Winstar intends to instal l  a packer to isolate the El Atchane formation, 
which is expected to result  in improved oil  production and reduce or el iminate the water production. Testing of the f i rst lateral, 
and dri l l ing and testing of the second lateral,  are anticipated to take another four to six weeks. 

� Canada – Strachan (8-10 Well) :  Based upon new 3D seismic, Winstar re-entered and dri l led a side track (8-10 well)  from the 13-
10 well ,  which appears to have hit  the edge of a potential ly large Leduc reef. The 8-10 well  encountered approximately 30 metres 
of addit ional structure. Winstar completed two acid stimulations and the well  began to f low at unstable rates of 1.0-4.6 mmcf/d. 
Winstar estimates that there are over 600 barrels of stimulation f luid left  in the well  to recover. The surface production faci l i t ies 
have been re-instal led and testing has resumed. Winstar has a 70% working interest in the well .  

� CS#1 Well: Re-complet ion operations are progressing and test ing is imminent. Testing operations are expected to take three to 
four weeks. I f  successful,  the well  has the potential to add 400 bbl/d of l ight oi l .  

� Tunisia – CS#5 Well:  On November 29, 2006, Winstar announced that the CS#5 well  located on i ts 100% owned Chouech 
Essaida concession in southern Tunisia tested l ight oi l  (41º API) at a stabi l ized rate of 1,025 bbl/d and approximately 1.1 mmcf/d 
of associated natural gas. The f lowing pressure of the well  through an 18/64 choke was relatively high at 1,380 psi.  Between 
December 2006 and January 7, 2007, the well  averaged 1,005 bbl/d; however, the natural gas production, which is currently 
f lared, gradually increased to approximately 1.3 mmcf/d. After January 7, oi l  production decreased to 880 bbl/d and the natural 
gas production increased rapidly to 1.5 mmcf/d. In order to re-stabi l ize the well  and conserve the natural gas, Winstar reduced 
the choke size to 14/64 inch. The well  has stabi l ized at approximately 470 bbl and 1.3-1.5 mmcf/d (approximately 700 boe/d). 
Winstar hopes to have the necessary faci l i t ies in place by the end of Apri l  2007 in order to bring the gas to market. 
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Share Data (000's) Current Price Net Debt  ($000's)

Basic Shares 28,677     Date: 2006A 2007E 2008E
Diluted Sh. (Treasury) 29,278     Close 4.10$         Net Debt (7,371)      (7,371)$    -$           -$           
Fully Diluted 30,831     52 Week High 5.28$         Debt/2006 CF na
Market Cap. 117,575   52 Week Low 3.75$         Debt/2007CF na 2006A 2007E 2008E
Enterprise Value 110,204 October Volume 14,354       169% 117% 100%

Production 2006A 2007E 2008E Cash Flow ($000's) 2006A 2007E 2008E

Oil & Liquids (bbl/d) 627              1,525          2,225         Cash Flow 15,812$   34,148$      40,168$      
Natural Gas (mmcf/d) 5.6 7.3 7.7 Cash Flow/Share 0.55$       1.20$          1.40$          
Boe/d   6:1 1,555           2,735          3,500         Cash Flow/FD Share 0.55$       1.16$          1.36$          
Percentage Natural Gas 60% 44% 36% CF Per Share Growth 41% 109% 18%
Net Asset Value Estimate Reserve Estimate Dec-05 Valuation Metrics 2006A 2007E 2008E

Reserves Estimated By: FD Cash Flow Multiple 7.4x 3.5x 3.0x
Reserves (P + P)* 190,060   EV/DACF Multiple 6.9x 3.5x 3.0x
Undeveloped Land 12,752     (mboe) EV/Production 70,894$   40,299$      31,487$      
Net Debt (7,371)      Proven 39% 3,852         Production/Million Shares 54.4         95.7            122.0          
Other Assets -           Proven + Prob. 9,814         Production Growth 91% 76% 28%

Other Liabilities -           Reserve Life Index $/Barrel of Oil Equivalent 2006A 2007E 2008E
Net Asset Value 210,183   Operating Costs ($/Boe/d) 12.83$     13.94$        13.55$        
NAV/Share 7.33$     Exit 06 2007 G&A ($/Boe/d) 8.41$       6.01$          5.70$          
Price/NAVPS 56% Proven 4.2 3.9 Cash Flow ($/Boe/d) 27.87$     34.21$        31.36$        
Dilution Increment 5,537       P + Prob. 10.7 9.8 DD&A ($/Boe/d) 19.51$     18.88$        19.77$        

NAV/FD Share 7.04$     Undeveloped Land (000's) Assumptions 2006A 2007E 2008E
Price/NAVPS 58% 73 Oil & Liquids (C$/bbl) 67.99$     66.00$        66.00$        

Net Acres* 44 Natural Gas (C$/mcf) 7.30$       7.50$          7.50$          
Value $293/acre 12,752$     Exchange Rate (US$/C$) 0.88$       0.85$          0.00$          

Production and Reserve Equivalence Conversion : 6:1

Winstar Resources Ltd.

March 28, 2007

Capex/Cash Flow

Est. Year End Net Debt

December 31, 2006

*Undeveloped land in Canada only 
evaluated by Seaton Jordon

($ thousands, except $/Share)

Production

Gross Acres       

McDaniel/APA

*Reserves as of December 31, 2006, 
escalated prices and cost 
discounted @ 10% before tax.

 
Figure 1. Fundamentals and Key Ratios 
Source. Company reports, Research Capital 
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RELEVANT DISCLOSURES APPLICABLE TO: WINSTAR RESOURCES LTD.  
 
L I S T  O F  D I S C L O S U R E  T E R M S :  
 
1. The research analyst or a member of the research analyst’s household owns shares and/or options to acquire shares 

of the subject issuer. 
 

ANALYST CERTIFICATION 
Each analyst of Research Capital Corporation whose name appears in this report hereby certif ies that (i) the 
recommendations and opinions expressed in this research report accurately reflect the analyst’s personal views and (i i) 
no part of the research analyst’s compensation was or wil l be directly or indirectly related to the specific conclusions or 
recommendations expressed in this research report. 

 

 

In format ion  about  Research  Cap i ta l  Corpora t ion ’s  Rat ing Sys tem,  the  d is t r ibut ion  o f  our  research  to  c l ients  and  the  percentage  o f  recommendat ions  wh ich  a re  in  each  
of  our  ra t ing categor ies  is  ava i lab le  on our  web s i te  a t  www. researchcap i ta l . com.   

The  in fo rmat ion  conta ined  in  th is  repor t  has  been drawn f rom sources be l ieved  to  be  re l iab le  but  i ts  accuracy o r  comple teness  i s  not  guaranteed ,  nor  in  p rov id ing i t  
does  Research  Capi ta l  Corpora t ion assume any respons ib i l i t y  o r  l iab i l i t y .  Research  Cap i ta l  Corporat ion,  i ts  d i rec to rs ,  o f f icers  and  o ther  employees  may,  f rom t ime to  
t ime,  have  pos i t ions  in  the  secur i t ies  ment ioned  here in .  Contents  o f  th is  repor t  cannot  be reproduced  in  who le  o r  in  par t  wi thout  the  expressed permiss ion  o f  Research  
Cap i ta l  Corporat ion .  (U.S .  Ins t i tu t iona l  C l ients  — Research  Cap i ta l  U.S.A.  L td .  (a  whol ly  owned subs id ia ry  o f  Research  Capi ta l  Corpora t ion)  accepts  respons ib i l i ty  fo r  
the  con ten ts  o f  th is  repor t  sub ject  to  the  te rms &  l im i ta t ions  se t  ou t  above .  F i rms o r  ins t i tu t ions  rece iv ing th is  repor t  shou ld  e f fec t  t ransac t ions  in  secur i t ies  d iscussed 
in  the repor t  th rough  Research  Cap i ta l  U.S.A.  L td . ,  a  Broker-Dea le r  Regis te red  wi th  the  Un i ted States Secur i t ies  and Exchange Commiss ion) .   

Toronto 416.860.7600 Montreal  514.399.1500 Vancouver 604.662.1800 Calgary 403.265.7400 
 


