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ydrocarbon  production

from American shale for-

mations has been called a
revolution. In areas of the domestic
US, such as in north eastern Texas,
in the Barnett Shale and Marble Falls
formations, a boom in shale oil and
gas production has become a critical
factor in the US domestic energy se-
curity equation, and has created ex-
cellent opportunities for early stage
investors.

The combined technologies of hor-
izontal drilling and hydraulic frac-
turing have created
opportunities through enhanced re-
covery rates and, at the same time,
reduced drilling risk—resulting in
better overall economics and poten-
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The boom has made the Barnett
Shale and other shale formations
somewhat familiar to many resource
investors. Recent years of success
have, in effect, made land acquisi-
tion one of the most important tac-
tics for reducing risk in these shale
formations. Indeed a company's ap-
proach to property selection may be
the single, most critical decision in
Barnett Shale plays at present, given
the reduction in risk due to advances
in exploration and recovery tech-
niques.

Santa Fe Petroleum Inc., (SFPI) a
newly minted venture, has begun to
move forward with strategy aimed at
maximizing growth through a pru-
dent and well-informed plan.
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Based on the past success,
extensive knowledge and
experience of founder Tom
Griffin, whose most recent
oil and gas venture has re-
turned better than 200% to

date, SFPI has already begun

selection and development.
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Based on the past success, extensive
knowledge and experience of
founder Tom Giriffin, whose previ-
ous oil and gas venture has returned
better than 200% to date, SFPI has
already begun selection and devel-
opment.

With a mere six million shares in the
public float, even modest success
could push share price valuations
significantly higher.

Given forecasts for continued strong
and rising energy prices, a US do-
mestic energy junior ought to be a
consideration for any portfolio. SFPI
offers investors early stage poten-
tial—meaning there is a reasonable
case to be made for a double or more
over the short term.

AN AMERICAN REVOLUTION

Oil and gas production from shale
has delivered dramatic investment
wins in recent years,.

Continental Resources (NYSE:
CLR) saw share prices rise from $14
in early 2009 to peak at $94 only
three years later.

Kodiak Oil & Gas (NYSE: KOGQG)
gave investors a double between the
end of 2011 and the first months of
2012.

Gulfport Energy Corporation (NAS-
DAQ: GPOR) has yielded excellent
returns with a rise from $15 to over
$40 on shale oil and gas success.

Shares in Oasis Petroleum (NYSE:
OAS) rose 145% in 13 months, and
Continental Resources saw share
prices up 557% in under three years.

These investment wins have been
driven in part by higher world oil
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prices, that have made exploration
and development of the shales eco-
nomically viable. The shale boom
has also been helped by advances in
horizontal drilling and hydraulic
fracturing or “fracking.”

Horizontal drill operators use a
steerable drill head to attack a pay
zone vertically to depth, and then
turn the drill head so that it bores
horizontally along the width of the
zone. Because the well bore runs
along within the zone sideways, and
not through it vertically, more of the
pay is exposed to the bore, and more
hydrocarbon is recovered.

In the case of shales, horizontal
drilling alone would be insufficient
to elevate production rates to eco-
nomic levels in most cases. Shale for-
mations  retain  hydrocarbons
because, while they are porous
enough to hold oil and gas, few fis-
sures between those pores prevent
easy extraction. Operators have
adapted and learned how to fracture
the formations to get hydrocarbons
to flow from the rock into the well
bore for extraction.

Advances in both technologies, hor-
izontal drilling and fracking, have
increased recovery rates. Along with
sustained high energy prices, im-
proved recovery economics have
generated a boom in shale oil and
gas activity in the United States, so
much so that many analysts now
point to US energy independence
with only a few years due, in no
small part, to
sources such as the shale formations.

unconventional

LAND CHALLENGE

Shale formations such as the Barnett
hold great amounts of oil and gas,
however we see a wide variance in
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Unlike other junior
exploration and development
companies, SFPI plans to
acquire property holdings on
an incremental basis. One of
the classic errors juniors can
make is simply to go out and
acquire massive land holdings,
only to find themselves unable
to finance exploration and
development. SFPI plans to
add properties based on
successftul drill testing, within
a regional framework, where
exploration and acquisition

risk has been minimized.
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productivity among properties.
Thus, property selection has become
more critical in the fortunes of new
entrants as earlier arrivals have
cherry picked many of the best land
deals.

SFPI, however, holds an advantage
in land acquisition attributable to
the depth of knowledge and experi-
ence of company founder Tom Grif-
fin, and to SFPI's strategic approach
to building a land portfolio.

Previously, in Santa Fe Ventures,
Griffin assembled a land package of
approximately 30,000 acres and
leveraged an initial $64 million in-
vestment into a $194 million ven-
ture, a return of 204%.

Based on nearly two decades experi-
ence in the business, Griffin poten-
tially has access to approximately
20,000 in the Barnett Shale. A land
bank affiliate currently holds ap-
proximately 1,600 acres under lease.

Unlike other junior exploration and
development companies, SFPI plans
to acquire property holdings on an
incremental basis. One of the classic
errors juniors can make is simply to
go out and acquire massive land
holdings, only to find themselves
unable to finance exploration and
development. SFPI plans to add
properties based on successful drill
testing, within a regional framework,
where exploration and acquisition
risk has been minimized.

From a strategic perspective, SFPI
seeks to contain what may be the
greatest risk in the shales at present
through a conservative, informed
approach to augmenting property
holdings drawn from a pre-defined
region considered most prospective
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by proven experts steering the com-
pany.

FOUNDATION FOR GROWTH

The Company currently has two
prospects and potential access to
20,000 acres in the Bend Arch-Fort
Worth Basin in Texas.

In 2009, Santa Fe LLC, drilled a test
well into the Barnett, and hita 101-
foot thick section of pay. Data was
logged by Baker Hughes and ana-
lyzed by Weatherford Laboratories.
Measurements from core samples in-
dicated 1.6 million barrels in place
on an 80-acre spacing, equivalent to
20,000 barrels per acre.

Engineering determined an optimal
configuration of five wells per sec-
tion, with a center well as the natural
gas injection site and four corner
wells as production wells. At an esti-
mated 75 BOE/day production rate
per well, monthly production
amounts to 9,000 barrels per 80-acre
section.

In 2008 an operator tested a hori-
zontal well in the Marble Falls for-
mation in Jack County, Texas and hit
with an estimated production rate of
300 BOE/day. Santa Fe's test well en-
countered a 175-foot thick Marble
Falls Formation pay zone, on top of
the Barnett Shale.

Combined production from the two
zones is estimated to amount to 450

BOE/day.
RUNNING THE NUMBERS

According to Santa Fe's engineer, the
oil recovery rate should be a mini-
mum of 20% of the oil reserves in
place—approximately 287,200 bar-
rels per 80 acre location.
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Looking at a best case
scenario, a 37% recovery
rate for 6,600 barrels per

acre yields 792,000 barrels
per section. On 166 sections
(20,0000 acres / 120 acres
per section) potential
recovery amounts to $51
million per section or net
un-discounted revenue
potential of $169 per share
based on 40.9 million shares

currently outstanding.
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In dollar terms at today's oil prices
and recovery rate, potential net rev-
enue per 80 acre section totals ap-
proximately $17 million.

As noted, the company's objective
is to lease upwards of at least 20,000
acres in the area of the first five well
Project to support the company’s
growth plan over the next few
years., well over 150 sections with
net revenue potential of $17 million
per section.

On the current capital structure of
40.9 million shares total outstand-
ing, each location produces $0.42
per share. At 150 locations, net rev-
enue potential amounts to $63.00
per share in un-discounted value.

While these numbers must be under-
stood as un-discounted, undiluted
future value, they indicate the ulti-
mate scale of potential upside for

SFPL

LAND BANK MODEL
AND RISK MITIGATION

The Company uses a land bank
model that allows it to take down
properties at the time of test drilling,
rather than making large capital
commitments up front. This ap-
proach mitigates land acquisition
risk, one of the primary risk factors
in today’s shale boom environment.

Properties have been acquired in two
closely held limited liability corpo-
rations, and may be dealt into SFPI
on an optimal timing basis, meaning
the Company will not become over-
burdened with land acquisition and
portfolio maintenance costs.
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SFPI's land bank approach preserves
capital outlay associated with acqui-
sition and maintenance of large land
holdings, as common failing among
junior exploration and development
companies.

MANAGEMENT

Tom Giriffin, CEO and Chairman of
the Board

Mr. Griffin has been the President of
Santa Fe LLC since its inception in
July 1997, and Santa Fe Land, a
wholly owned subsidiary since its in-
ception in April 2010. He has over
16 years of experience in the oil &
natural gas industry and has success-
fully located, acquired and devel-
oped numerous properties.

Mr. Griffin oversees strategic long-
term planning and is directly in-
volved in the evaluation of all
developmental drilling locations. In
addition, he has established strict
company guidelines for geological,
reserve value analysis and timely
production of oil and/or gas opera-
tions that are to be used in the selec-
tion of developmental fields. These
guidelines are also designed to iden-
tify potential daily production pos-
sibilities, drilling and completion
cost, and timeliness of oil and/or gas
production and cost associated with
market sales requirements.

After more than forty years of suc-
cessful diversified business ventures,
Mr. Griffin has had many accom-
plishments, including numerous suc-
cessful joint ventures. Since July
1997, Mr. Giriffin has been the
Chairman, Chief Executive Officer
and President of affiliate, Santa Fe
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With 40.9 million shares
outstanding, and only six
million shares in the
public float, moderate
success presents a
significant opportunity for

valuation revision.
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Petroleum, LLC. Since September
1998, Mr. Giriffin has been the Pres-
ident of TexTron Southwest Inc,
and affiliate operator.

Mr. Griffin was chosen to be a Di-
rector and Chairman of the com-
pany's Board because he was the
founder of Santa Fe Petroleum, LLC
in 1997 and has managed that com-
pany with a high success record in
the exploitation of commercial oil &
gas wells, giving a substantial invest-
ment return to Santa Fe Petroleum,
LLC investors.

Vernon Hughes, Advisor & Director
of Field Operations for Textron

Mr. Hughes has been the Director of
Field Operations for TexTron (an af-
filiate company) since 1999. Mr.
Hughes has worked in the oil & nat-
ural gas industry since 1982 working
in many different capacities. He has
set numerous industry records for in-
field drilling of wells, and recog-
nized by respected industry
contractors including Chesapeake,
Winn Exploration and Nicor Explo-
ration for his success.

Mr. Hughes is certified as a supervi-
sor in well control and has drilled
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over 75 horizontal/ directional wells.
Mr. Hughes brings a diversified
background of drilling, completing,
operating and production experi-
ence from multi-stage isolated frac-
turing to horizontal wells.

CONCLUSION

SFPI offers investors exposure to the
hydrocarbon boom in domestic US
shale exploration, development and
production.

With 40.9 million shares outstand-
ing, and only six million shares in
the public float, moderate success
presents a significant opportunity for
valuation revision.

The Company benefits from man-
agement with a proven track record,
proven access to capital, and, no-
tably, access to a land bank of highly
prospective properties.

SFPI plans to go forward based on a
program of land leasing and drilling
mitigatiing land portfolio risks.

Given the ultimate upside potential
based on even the conservative de-
velopment case, we assign a BUY
rating to SFPI at current price levels.
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DISCLAIMER & RISK DISCLOSURE:

Northern Equity Research makes no offer or solicitation of an offer to buy or sell securities mentioned. While we believe the
sources of information to be reliable, we in no way represent or guarantee the accuracy nor the statements made herein. Nei-
ther the publisher nor the Editor are registered investments advisors. Subscribers should not view this publication as offering
personalized legal or investment advice. Unauthorized reproduction of this newsletter, or its contents, by Xerography, facsim-
ile, or any other means is illegal and punishable by law. NOTETO OUR READERS: Given the nature of the companies profiled
and the lack of an active trading market for their securities, investing in such securities is highly speculative and carries a high
degree of risk. Northern Equity Research does not act as an investment advisor or advocate the purchase or sale of any security
or investment. Investments profiled in this publication should be made only after consulting with your investment advisor and
only after reviewing the prospectus or financial statements of the company in question. We were paid a fee of $1,500 for prepa-
ration and distribution of this report.

This information contains “forward-looking statements”, as that term is defined in section 27A of the United States Securities
Act of 1933, as amended, and section 21E of the United States Securities Exchange Act of 1934, as amended. Statements in this
information report, which are not purely historical, are forward-looking statements and include any statements regarding be-
liefs, plans, expectations or intentions regarding the future. Except for the historical information presented herein, matters dis-
cussed in this Investor Summary contain forward-looking statements that are subject to certain risks and uncertainties or
achievements expressed or implied by such statements. Statements that are not historical facts, including statements that are
preceded by, followed by, or that include such words as “estimate”, “anticipate”, “believe”, “plan” or “expect” or similar state-
ments are forward-looking statements. Risks and uncertainties for the company include, but are not limited to, the risks associ-
ated with oil & gas exploration and funding as well as the risks shown in the company’s most recent annual and quarterly
reports on Form 10-K and Form 10-Q, respectively, and from time to time in other publicly available information regarding the
company. Other risks include risks associated with the regulatory approval process, competitive companies, future capital re-
quirements and the company'’s ability and level of support for its exploration and development activities. There can be no as-
surance that the company’s exploration efforts will succeed and the company will ultimately achieve commercial success.
These forward-looking statements are made as of the date of this investor report, and Northern Equity Research (including
Santa Fe Petroleum, Inc.) assumes no obligation to update the forward-looking statements, or to update the reasons why actual
results could differ from those projected in the forward-looking statements. Although we believe that the beliefs, plans, expec-
tations and intentions contained in this information report are reasonable, there can be no assurance those beliefs, plans, ex-
pectations or intentions will prove to be accurate. Investors should consider all of the information set forth herein and should
also refer to the risk factors disclosed in the company’s periodic reports filed from time to time with the United States Securi-
ties and Exchange Commission. This information report shall not constitute an offer to sell or the solicitation of an offer to buy,
nor shall there be any sale of these securities in any jurisdiction which such offer, solicitation or sale would be unlawful prior to
registration or qualification under the securities law of such jurisdiction.
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