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�Nostra Terra Oil and Gas 
(NTOG:AIM) is a fast-growing 
exploration and production 

company focused on emerging plays 
within established hydrocarbon 
regions of the United States.

The key to Nostra Terra’s growth 
strategy is the use of precision 
drilling technology, including 
horizontal drilling, combined with 
3D seismic mapping, sophisticated 
log suites and multi-stage well 
completions in order to target 
and exploit compartmentalised 
reservoirs that were underproduced 
or completely overlooked when the 
original vertical wells were drilled in 
these mature � elds.

The US upstream industry is 
undergoing a remarkable renaissance, 
with Goldman Sachs predicting the 
country could once again become 
the world’s largest oil producer with 
daily production approaching 11 
million barrels by 2017. The catalyst 
for this dramatic transformation is 
the surge in technological innovation 
driven by shale gas, and these 
techniques are now being adapted 
successfully to oil plays. 

 BUILDING FIRM FOUNDATIONS
Nostra Terra gained its � rst foothold 
in the US in mid-2009, and since then 
has made a series of acquisitions that 
have demonstrated its ability to � nd 
and produce pro� table new oil from 
old � elds. The company believes it 
has now established a solid strategic 

platform from which to grow rapidly, 
and sees abundant opportunities to 
acquire larger assets and working 
interests, both operated and non-
operated, within its target areas.

In June 2010, Nostra Terra acquired 
a 2% working interest (WI) in an Austin 
Chalk redevelopment well in Texas. 
Although this was a small transaction, 
it con� rmed the company’s ability to 
identify and obtain undervalued assets 
by achieving a 35-day payback and a 
195% pro� t on its sale one year later. 

In May 2011, Nostra Terra assumed 
100% WI and operatorship of the 
Bloom Property in Kansas. The 
property is currently producing 
approximately 20 barrels of oil 
equivalent per day (boepd) from three 
of the nine existing wells, and the 

company believes there is scope to 
improve its productivity. 

 STEPPING UP IN SCALE
More recently, the company made two 
larger acquisitions - a 16.25% WI in the 
Verde Prospect, located in 636 acres 
in southern Colorado (20 Jun), and a 
30% WI in the multi-pay Bale Creek 
Prospect in Oklahoma (27 Jun).

The � rst Verde well, completed 
in September this year, exceeded 
expectations during the initial 30-day 
production period, and has served to 
de-risk the property. Additional wells 
are expected to be drilled on Verde in 
the future.

Nostra Terra’s production before 
royalties is currently approximately 
30 barrels of oil equivalent per day 
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(boepd), and the company is aiming to 
increase its net production, revenues, 
reserves and project pipeline very 
substantially from this point forward.

The Bale Creek Project lies in a 
proven proli� c oil system with as many 
as eight reservoirs containing shallow 
oil and associated liquids-rich natural 
gas. Up to seven horizontal wells are 
planned in a two-phase development 
plan. Pre-drilling activity for Phase 1 
is already well advanced – 2D seismic 
has been shot and interpreted, a 3D 
seismic survey began in fourth quarter 
2011, and interpretation of the 3D data 
will determine the precise locations 
of the three Phase 1 well sites. Drilling 
is due to begin early in 2012, and the 
company estimates each well could 
deliver gross production in the region 
of 75 boepd.

 CONTROLLING ITS OWN DESTINY
In November 2011, Nostra Terra 
took another major step forward in 
expanding its asset base, with the 
announcement it is to develop its own 
play in which it is looking to establish a 
strong acreage position and generate 
multiple prospects. The company will 
initially take 100% ownership of leases 
within the play, giving it much greater 
control over the pace and scale of its 
future growth.

The project area extends over 
several counties in Oklahoma, and 
was identi� ed following months of 
intensive geological investigation. 
It lies within a proven hydrocarbon 
system containing shallow oil and 
liquids-rich gas in stacked, multi-pay 
formations, and extensive regional 
structural mapping exists.

The company has engaged a team of 
experienced geologists and petroleum 
landmen to identify and prioritise 

potential drilling targets throughout 
the area. Leasing and other pre-drilling 
activities will continue throughout 
2012, with the � rst wells expected to 
spud in the fourth quarter of 2012. 

The company views Oklahoma 
and the US Mid-Continent in 
general as the key area for its future 
growth: the region’s petroleum 
geology is characterised by 
multiple productive zones o� ering 
high probability of success and 
repeatability; there is abundant 
infrastructure and service provision 
available, and both the regulatory and 
the � scal regimes are supportive of 
hydrocarbon development.

 GROWTH IN 2012 AND BEYOND
Nostra Terra is now well positioned 
to further accelerate its rate of rapid, 
pro� table growth – it is debt-free, 
fully funded on its existing 
development commitments, has cash 
on hand and can access a pre-arranged 
facility (SEDA) of up to £10 million for 
further expansion.

Since entering the US, the company 
has successfully demonstrated its 
ability to � nd and win new reserves 
from mature � elds using the most 
advanced exploration, drilling and 
production techniques. Developing 
and operating its own plays in addition 

to participating in further prospects 
with other experienced operators 
in the Mid-Continent region will, in 
the view of chief executive o�  cer 
(CEO) Matt Lofgran and chief 
operating o�  cer (COO) Alden McCall, 
give the company greater control over 
its destiny.

Through this highly focused and 
ambitious strategy, Nostra Terra 
intends to create signi� cant value for 
its shareholders in 2012 and in the long 
term, by capitalising on the dramatic 
renaissance that continues to gather 
momentum in the US exploration and 
production industry.
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Sector:  Oil & Gas Producers
Sub-sector: Exploration & Production
Share price:   0.39p
 �q VITAL STATS
Market cap:  £7.5 million
Prospective PE Jun 2012:  n/a
Prospective PE Jun 2013:  n/a
1-month price change:  -12.9%
12-month price change:  +33.7%
Yield:  n/a
Spread:  8.3%
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