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LETTER FROM THE EDITOR

There is no luncheon for August. The next luncheon will be on
September 21st.

There are a few videos in this newsletter. To watch them, click
on the images to be taken to YouTube.

Oil short sellers are bleeding out in the streets. Oil demand is
going strong, and to learn more about that, look on Page 14 to
learn from Robert Bryce.

For a more Geology focused post, page 4 is a fascinating video
about the Great Unconformity in Cody, Wyoming,

I hope some of you were able to leave the Houston heat for
some summer vacation time. I know some of you are still selling
your prospects, and some are currently drilling their prospects.

The Houston SIPES Board has a new member. Andrew Munoz
will be taking over the Website Chair position from Sasha
Gumprecht. All of the board members are thankful for the hard
work Sasha endured to bring us a new website and streamline
many services that make being a member of SIPES much easier.

She will be missed.

Stay lean, stay hungty,
Jett Allen
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SEPTEMBER 21ST LUNCHEON

NO AUGUST LUNCHEON

i Texas Coastal Processes -
SIPES HOUSTON Brazos River Delta to Galveston Island

EMERGY EMTREFREMNEURS

Synopsis:

Sites ~60 miles south of Houston along ~35 miles of the SE Texas

coastline provide excellent locations to observe coastal sedimentological

processes and their resultant deposits. This section of the Texas coast is Date & Location:
characterized by barrier islands separated by tidal inlets and river Thursday, September 21+
outlets. The larger, sand-ridge cored, prograding Galveston Island Petroleum Club

contrasts with the smc:|||er, wash-over dominafed, retreating Follets Island
and is separated by the stable, long-lived San Luis Pass that exhibits well
developed flood and ebb tide delta systems. The Brazos River empties
into the Gulf of Mexico to the south of Follets Island and forms a wave-
dominated delta system. The Brazos River Delta has undergone Purchase Ticket:
significant changes due to human intervention and demonstrates the
dynamic nature of sediment movement and deposition along the coast.
This section of the coast provides insight into the steady lower energy
background processes of sediment movement and the higher energy

Time:
Wine Served 11:00am
Lunch Served 11:30am

short term events, and the resultant reservoir characteristics of clastic Erik %%kerzph[)
coastal deposits from these different mechanisms. The understanding n Ve::fu (c}j”ngas =
gained from these modern systems can be applied as an analog for PRice Universi

subsurface exp|oraﬁon and producﬁon along the Gulf Coast and E&P Geosci f).:_!_C'

elsewhere.

. &St - Nl T Stop 8

top4 O Y IR 5 o floac e i Galveston Island :
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Brazos River Delta -

REMINDER

MEMBERS MUST SIGN INTO THE SITE FOR MEMBER PRICING
CONTACT ANDREW IF YOU DO NOT HAVE A LOGIN
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Data Services

Data Sales Data Directory Data Advertisement & Brokerage

Need geoscience data for your next prospect? We've got you Where it all started.. Want to get your data in front of a bigger audience? We can put

covered with 1+ million well logs across the Permian, Rockies, your inventory on our data directory at little-to-no cost. Have an
3 4 = Sabata has the largest directory of public + private sourced s = = S -
Midcontinent, and Gulf Coast. We've also got helium gas AP list or shapefiles? We'll post it for free within five business days!

- geoscience data in the USA — 3+ million records and counting. N B .
compositions, P&P analyses, DST reports, and more. Don't have a list? We'll help you index it via a brokerage contract —
And the best part? You can check it out for free at

https://sabata.us/directory!

Keep an eye our for the release of our premium version in March
2022!

no matter the size.

Don't see what you need? Shoot us an email at info@sabata.us,
and we'll get you fixed up. No project is too small or big. Our current brokerage clients include Midland Energy Library and

American Institute of Formation Evaluation.

Other Surveys
ML
Location of Well
SE/4 of
SEC 14 8BLK D

COMPANY.

UNIYERSITY

FIELD____ WATER WELL

LOCATION 14 BLK

_ | c®levation:RT, 4510
K.B.

COUNTY__HUDSPETH or G.L. 4500

FILING No.

Consulting Services

Geologic & Engineering Consulting

We've got an experienced team of geoscientists and engineers

ready to help on your projects.

Our specialties include:
Geologic mapping
Decline curve analysis
Well interference testing
Frac hit analysis
Rate & pressure transient analysis

Reservoir simulation

Geotech Services

Have a storage unit full of well logs? Let us get it into a usable
format! Want to catalog your data? Done. Scan it? Done.
Straighten, depth calibrate, or digitize your rasters? We can do
that, too. Better yet — we can store your paper data in our

warehouse so it's ready to pull when you need it.

Be sure to check out our proprietary way to catalog well logs and
index cards — we can tag & bag data 5x faster and 20% cheaper
than our competitors thanks to our strategic partnership with

Geolumina!

Dashboards & Software Training

Like our Spotfire dashboards? Let us put our skills to work on your
internal data! We regularly build dashboards for clients as well as
provide training for TIBCO Spotfire and Python.

Check out our upcoming courses via Petroleumn Technology
Transfer Council (Midcontinent) and Midland College’s Petroleum

Professional Development Center.

Want training for your entire team? Shoot us an email at
info@sabata.us to get on our schedule either in-person or virtual!

SABATA

—ENERGY
CONSULTANTS



https://www.linkedin.com/in/bpmcdowell/
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The Great Unconformity in Cody, WY

P Pl ) 00171056

The Great Unconformity near Cody, WY: over 2 billion years of geologic time on one surface!

One of the most mind blowing geologic features in western North America, the Great Unconformity
represents over two billion years of time between the crystalline basement rocks below and the beach
sands above. Team up with geology professor Shawn Willsey as he explores this fantastic unconformi-
ty and the rocks on either side near Buffalo Bill Reservoir just west of Cody, Wyoming in Shoshone
River canyon.

CLICK ON THE IMAGE ABOVE

WATCH The 11 Min Video


https://www.youtube.com/watch?v=LQrUKemjDoY
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US & Saudi Relations

Today we'll look at the strategic implications of this relationship over the past 40 years and what it looks
like moving forward.

Saudi Arabia matters to the US more than many other US allies. Not only are the Saudis massive oil
exporters, but they also have strong ties to the world's Muslim population.

Over the past few decades, the US and the Saudis have partnered up to tackle a handful of critical situ-
ations; from stalling the Soviets to the war in Afghanistan to spurring economic growth in Europe and
Japan, this relationship has proven vital.

The bottom line is with major players like Russia and China already in motion, the US and Saudis won't
allow ugly politics to get in the way of geopolitical relations. Saudi Arabia is a power center and doesn't
need to be under the American wing, but there's still a mutually beneficial relationship on the table.

PETER ZEIHAN

P Pl ) 0o01/405

US and Saudi Arabia Relations: Part 2 || Peter Zeihan

CLICK THE IMAGE TO WATCH/LISTEN


https://www.youtube.com/watch?v=STmadSVyWnU
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TX Lawmakers Oppose Wind Farm

Two Texas senators have expressed concerns regarding wind farms proposed by President Joe Biden’s administration, citing negative

impacts on the economy and the electric grid.

In July 2022, President Biden announced plans for two wind farms off the coast of Texas and Louisiana. The first farm was planned to
encompass 546,645 acres in federal waters, approximately 24 nautical miles off the coast of Galveston. The second was slated to cover
188,023 acres about 56 nautical miles off the coast of Lake Charles, LA, according to a Department of the Interior (DOI) press release. If
passed, SB 1303 would require a permit signed by Texas Land Commissioner Dawn Buckingham for any “wind power facility on coastal
public land.”

Middleton has previously been vocal about his thoughts on the wind farm plans. He wrote a letter to the Bureau of Ocean Energy Man-
agement (BOEM) to express his concerns in 2022, warning that switching from reliable energy sources would “increase the unreliability of
the Texas electrical grid at great taxpayer expense.”

“We are also concerned that BOEM is not taking the devastating impact offshore wind has on both recreational and commercial fishing
seriously, and that this pattern of disregard will continue in the Gulf of Mexico,” he added.

Still, BOEM Director Amanda Lefton said that the project was thoroughly researched.

“BOEM used the most current scientific data to analyze 30 million acres in the Call Area to find the best spaces for wind energy develop-
ment. We are invested in working in partnership with states and communities to find areas that avoid or minimize conflicts with other
ocean uses and marine life in the Gulf of Mexico,” she said. “We are committed to a transparent, inclusive and data-driven process that
ensures all ocean users flourish in the Gulf.” READ IT ALL HERE

Geoscience Interpretation FE¥INEEIS

Exclusive @ User-Friendly

dlSCOUﬂtS for @ Cost-effective

SIPES members! |

@ Top-notch support

GEOLOGY @ /'ntegrated solutions

by seisware

Geologic Interpretation Solution
Info@seisware.com

L 4



https://doi.gov/pressreleases/department-interior-announces-next-steps-offshore-wind-energy-gulf-mexico
https://journals.senate.texas.gov/sjrnl/88r/pdf/88RSJ03-09-F.PDF#page=24
https://thetexan.news/wp-content/uploads/2022/09/BOEM-Middleton.pdf
https://dallasexpress.com/state/tx-lawmakers-oppose-wind-farm-plans-off-coast/

- SIPES-Houston Newsletter | Aug 2023

2023 Deal Buyer Event in Review

IMAINN | WY 5 =

OUR SPONSORS

Only real buyers invited resulted in millions of dollars invested directly into con-
ventional prospects. Free food, drinks, cigars, and a raffle of a shotgun and high
dollar liquor makes this the most profitable and fun event in our industry.
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2023 Deal Buyer Event in Review, continued

DEAL BUYERS EVENT

THANK YOU TO
OUR SPONSORS

sSeisware’

GVERSE
GeoCraphix:

LAUSON = core

Presented by:
SIPES HOUSTON

ENERGY ENTREPRENEURS|
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Saudi & Russia Continue Cuts

(\Q{T;I) CRUDE OIL FUTURES

82.69
+1.14 (+1.40%)

1YEAR (-6.61%)

|

CRUDE AWAKENING period of time

2 without triggering {.\‘/ DOWNLOAD
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b4 Lipow.Qil.Associates President yahoot .  HE APP TODAY
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Saudi Arabia has extended its one million barrel-per-day production cuts into September, while Russia announce
it will cut oil exports, sending oil prices higher. Lipow Oil Associates President Andrew Lipow tells Yahoo Fi-
nance Live the move is "very significant." Lipow say the cuts "really emphasize the point that they are looking
for higher prices, because the domestic budgets of these OPEC+ countries simply could not last when oil was un-
der $70 a barrel."

“1 think these cuts are very significant. If we look back to October of last year, OPEC plus has cut over 5 million
barrels a day from their production quotas. And these last voluntary cuts by Russia and Saudi Arabia really em-
phasized the point that they're looking for higher prices because the domestic budgets of these OPEC plus coun-
tries simply could not last when oil was under $70 a barrel.” - Andrew Lipow

CLICK ON THE IMAGE TO WATCH THE VIDEO


https://finance.yahoo.com/video/oil-prices-rise-saudi-arabia-204141151.html?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuZ29vZ2xlLmNvbS8&guce_referrer_sig=AQAAAD-ULQvzUeUfv1-fduVPvD-kiXbC65s_OmwzKnJPQDlxAPg2pFRd9sMZgrPhYMBIVikhnkCliNn3HHrfcRvPrGNQzb0ypjaZ-Px
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Are We In A Commodity Super Cycle?

g

!
1K
Adam Rozencwajg § &

Managing Partner, Goehring & Rozencwajg Associates

_

In this episode, UBS's Paul Stefansson speaks to Adam Rozencwajg, Managing Partner at Goehring & Ro-
zencwajg Associates, on whether we are in a commodity super-cycle. Together, they discuss the outlook of the
commodity market, how the energy transition will impact commodity demand, as well as how far geopolitical
tensions today may bifurcate the commodities supply chain.

CLICK THE IMAGE TO WATCH THE 10 MINUTE VIDEO

2 SIPES HOUSTON

ENERGY ENTREPRENEURS



https://www.ubs.com/microsites/player/en/circle1-videoplayer.html?id=6329400098112&play=yes&__hstc=214401352.58c9252d884c318c3cd1621dd8505e85.1691440666300.1691440666300.1691440666300.1&__hssc=214401352.1.1691440666300&__hsfp=2968214243&hsCtaTracking=1d67c
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Massive Riots, Renewable Resentments

The warnings about the landscape-destroying sprawl of wind and solar energy have been coming for nearly two decades.
The warnings have come from some of the world’s most prominent scientists, government agencies, and energy analysts.

Unfortunately, those warnings were ignored. And now, all over the world, rural people are reacting with fury at the encroach-
ment of large wind and solar projects on their homes and neighborhoods. The backlash has been ongoing for years and can
be seen from the Golan Heights to Oahu. Of course, the backlash against the energy sprawl that frequently comes with large-
scale renewable projects doesn'’t fit the narrative being pushed by climate activists, anti-industry NGOs, and their myriad al-
lies at legacy media outlets.

Despite the dearth of honest reporting from outlets like the New York Times and National Public Radio, the backlash is irrefu-
table, it's growing, and it's happening on multiple continents. In June, thousands of Druze residents in the Golan Heights riot-
ed to stop the installation of a large wind project on their traditional lands. Last month, Australia’s largest farmers union said it
wanted a moratorium on new solar projects. In May, a wind project in Colombia being pushed by the Italian company, Enel,
was canceled after it met fierce opposition from the indigenous Wayuu communities.

Meanwhile, here in the U.S., over the last 10 days, local governments in lllinois, Ohio, and lowa have rejected or restricted
wind and solar projects. Those moves bring the total number of rejections or restrictions in the Renewable Rejection Data-
base to 574.

Il dive into the details of what's happening in Israel, Australia, Colombia, and places like Erie County, Ohio, in a moment.
First, it's essential to put these land-use conflicts into historical context. And that requires a review of the warnings about re-
newables and land use that have been made over the past two decades. For instance, in 2004, Jesse Ausubel, the director of
the Program for the Human Environment at Rockefeller University, declared that “Solar and the so-called renewables are not
green when considered on the large scales required.” In a piece titled “Big Green Energy Machines,” he wrote:

Solar and renewables in every form require masses of machinery to produce many megawatts. They
lack efficiencies and economies of scale. Like low-yield farming, to produce more calories, solar and
renewables multiply in extent, linearly. Unlike the Internet, solar and renewables cannot become much
smaller as they become much larger.

In 2005, Klaus Lippold, a member of the German parliament, told The Guardian that "The problem with wind farms is that you
have to build them in places where you don't need electricity. The electricity then has to be moved somewhere else...There is
growing resistance in Germany to wind farms, not least because of the disastrous effect on our landscape."

US Solar Energy Rejections, 2017 to 2023

At least 167 87
rejections or

restrictions of solar i

energy since 2017
1 S 2
2017 2018 2019 2020 2021 2022 2023

Continued on Page 13.


https://en.wikipedia.org/wiki/Wayuu_people
https://robertbryce.com/renewable-rejection-database/
https://robertbryce.com/renewable-rejection-database/
https://phe.rockefeller.edu/docs/BigGreen.pdf
https://www.theguardian.com/world/2005/feb/26/sciencenews.renewableenergy
https://www.theguardian.com/world/2005/feb/26/sciencenews.renewableenergy
http://www.petrusenergy.com/
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MASSIVE RIOTS, RENEWABLE RESENTMENTS, CONTD

Now to Australia. A_July 27 article in RenewEconomy.com, was headlined, “Farming lobby wants ban on new solar farms as
renewable resentment festers in regions.” Here’s the first part of the article:

Australia’s largest state farming organisation, NSW Farmers, is calling for a temporary ban on the con-
struction of new large-scale solar farms in the state, amid concerns developers are not acting in the
long-term interests of regional communities. In a motion passed at the Association’s 2023 annual con-
ference last week, NSW Farmers agreed to call on the state Labor government to place a moratorium on
large scale solar developments until “planning deficiencies” around plant decommissioning and reme-
diation are addressed. “Current planning and approval provisions for large scale solar energy facilities
do not take into account the long-term interests of agricultural land, rural communities and the rural
landscape following the ‘decommissioning’ of the facility,” notes on the motion say. “Agricultural land,
rural communities and rural landscapes are at risk in the future and there should be no further develop-
ment approvals granted until these planning deficiency issues have been fully addressed.”

The article also addressed the urban/rural divide, which is just as real in Australia as it is here in the U.S.:

“If this was happening in...say in Sydney suburbs, there would be yelling and screaming!,” Reg Kidd,
the former mayor of Orange and chair of the NSW Farmers energy transition working group told Re-
newEconomy.”

Also on July 27, Reuters reported that the Swedish government rejected a 50-turbine offshore wind project. Each turbine was
to be 290 meters (950 feet) tall. Sweden’s minister for climate and environment said the project “would risk damaging sensi-
tive natural values in an unacceptable way. "

In late May, Enel announced it was quitting a wind project in the La Guaijira region in Colombia due to years of protests. Reu-
ters reported that the 197-megawatt Windpeshi wind project was permanently suspended after “Blockades organized since
2021 by the local indigenous Wayuu communities...disrupted the project.” The project, which was about one-third completed,
was to cover about 6,145 hectares (about 15,362 acres) of Wayuu lands.

In February, climate activist Greta Thunberg and several hundred other activists blockaded the entrance to Norway's energy
ministry in Oslo to protest a wind project being built on lands used by indigenous Sami reindeer herders. The protest is over a
151-turbine project located about 300 miles north of Oslo. The project, built in 2021, is Europe’s largest onshore wind project.
About a week after Thunberg and her accomplices began blocking the ministry, the Norwegian government issued an apology
to the reindeer herders. In June, dozens of activists including Sami, again blocked government offices pledging to continue
the protests until the government agrees to take the wind project down.

Oh, and one more: On Thursday, August 3, in Canada, the provincial government in Alberta announced it was halting approv-
al of all large renewable energy projects for six months. According to the Regina Leader-Post, the Alberta Utilities Commis-
sion “will initiate an inquiry into issues of development on agricultural land, effect on scenery, reclamation security, the role of
municipalities and system reliability.”

READ THE FULL ARTICLE BY ROBERT BRYCE HERE



https://reneweconomy.com.au/farming-lobby-wants-ban-on-new-solar-farms-as-renewables-resentment-festers-in-regions/
https://www.reuters.com/business/energy/sweden-rejects-vattenfalls-planned-stora-middelgrund-wind-farm-2023-07-27/
https://www.reuters.com/business/energy/enel-suspends-colombia-wind-farm-construction-after-years-protests-2023-05-24/
https://www.reuters.com/business/energy/enel-suspends-colombia-wind-farm-construction-after-years-protests-2023-05-24/
https://www.power-technology.com/news/enel-colombia-suspends-wind-farm/
https://www.reuters.com/business/environment/thunberg-other-protesters-block-norway-energy-ministry-over-wind-farms-2023-02-27/
https://apnews.com/article/norway-protest-wind-farm-sami-reindeer-904e83b5be17d8c4c8febf131227ef4b
https://apnews.com/article/norway-protest-wind-farm-sami-reindeer-904e83b5be17d8c4c8febf131227ef4b
https://apnews.com/article/norway-wind-farm-sami-protest-government-reindeer-ab0a4b0df1498e5ef25cc1f9c6d6a7e2
https://leaderpost.com/news/alberta-announces-pause-on-renewable-energy-citing-rural-concerns
https://leaderpost.com/news/alberta-announces-pause-on-renewable-energy-citing-rural-concerns
https://robertbryce.substack.com/p/massive-riots-renewable-resentments?utm_source=post-email-title&publication_id=630873&post_id=135701937&isFreemail=true&utm_medium=email
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Hydrocarbon Demand is Booming

Last month, in Sevierville, Tennessee, Buc-ee’s opened the world’s largest gas station. The new retail store has 120 fuel pumps and
employs about 350 people. The interior space of the new store covers 74,000 square feet. (A football field covers about 57,600 square
feet.) It also has a 250-foot-long car wash that will be one of the longest in the country.

Buc-ee’s, which is based in Texas and has about four dozen locations, doesn’t allow 18-wheel trucks at its locations. As a company
spokesman explained: “We are set up for the family traveler...we don't have the space or the capacity to hold 18-wheelers in the lot.” All
those family travelers who will be stopping at Buc-ee’s to get a refill on brisket, beef jerky, and 20 gallons of dino-juice show why gasoline
will stay around for years to come.

Indeed, wagering on gasoline’s staying power looks like a safe bet. As can be seen in the graphic above, U.S. gasoline demand has
been at 9 million barrels per day for more than 30 years. Demand will stay strong because America has a vast fleet of cars and trucks
that burn gasoline and they aren’t going away anytime soon. Yes, EV
sales are growing. But new cars (EVs included) are expensive. It's

The Lindy Effect: usually cheaper to maintain an older car than to buy a new one. And
US Gasoline Demand, 1991 to 2023 the longer motorists keep their cars, the longer they are likely to keep
12000 them because brands like Toyota, Honda, and Nissan, were de-
10000 smnia | SIgNEd to last.

8000 for 32 years!

In May, S&P Global Mobility reported: “With more than 284 million
2000 vehicles in operation on US roads, the average age of cars and light

o . e o trucks in the US has risen again this year to a new record of 12.5

SIS IS IS IS years,” adding this was “the sixth straight year of increase in the av-
Hhousand Barrels per Day erage vehicle age of the US fleet.” S&P continued, noting “the vol-

umes of vehicles ages 6-14 will grow by another 10 million units by

2028, adding to an already favorable volume of vehicles in the aftermarket target range.” (My driveway provides proof of the aging fleet.
Our youngest vehicle is a 2012 Acura. The oldest: a 2005 4Runner. We'll be keeping that vehicle for another decade. Why? We just put
anew engine in it.)

petdes=wefipus2df=4 © Robert Bryce

The continued demand for gasoline reflects the Lindy Effect, which says that the older something is, the more likely it is to stick around.
Author Nassim Nicholas Taleb explained the Lindy Effect in his 2012 book, Antifragile: Things That Gain From Disorder. He wrote, “If a
book has been in print for 40 years, | can expect it to be in print for another 40 years.” Put another way, the older something is, the more
likely it is to be around in the future. Given the growing age of the U.S. auto fleet, as well as the 32-year history of gasoline demand, it's
logical to assume the Lindy Effect will apply to gasoline.

Jet fuel demand is also booming. A report published this month by India-based Fortune Business Insights projected the global aviation
fuel market will grow from $352 million in 2022 to about $656 million by 2029. Like jet fuel, diesel fuel remains an irreplaceable transpor-
tation fuel. That's particularly true in developing countries. In May, diesel fuel demand in India hit a new record of 2 million barrels per

day.

A few days ago, the International Energy Agency projected that global oil demand will climb by about 2% this year, and reach a new rec-
ord of 102.1 million barrels per day. The Paris-based agency expects demand to grow by another 1.1 million barrels per day in 2024.

What about natural gas? Demand for that fuel continues to be robust, both here in the U.S. and around the world, and according to
McKinsey, it will continue to grow for at least another decade. As | reported here on July 1, in The Energy Transition Isn't, domestic use
of natural gas is booming:

Domestic gas use in 2022 jumped by a whopping 5.4% and hit a record 85.3 billion cubic feet per day. In March, the Energy Information
Administration reported that gas consumption set monthly records in 9 of 12 months in 2022. Not only did annual use hit a new record,
but the U.S. also set a new record for daily high demand. On December 23, U.S. gas use hit 141 billion cubic feet. The previous record
was 137 billion cubic feet per day.

Given all of these facts, why don't investors like the companies that produce oil and natural gas? And why am | writing about the stock
market?

Before going further, let me be clear: | don’'t own any of the stocks that are mentioned here. | am not a financial analyst and | am not of-


https://link.sbstck.com/redirect/cb9db666-c920-4425-b896-debff8ca0242?j=eyJ1IjoicjducWQifQ.yai7uG_9pWFBnXhVFJ952GSaoQpQZ_jkM_V2PuPa8mg
https://link.sbstck.com/redirect/d3204230-c565-4f2b-8ae0-81b8b0666ad9?j=eyJ1IjoicjducWQifQ.yai7uG_9pWFBnXhVFJ952GSaoQpQZ_jkM_V2PuPa8mg
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Hydrocarbon Demand is Booming, contd

offering investment advice. The vast majority of my investments are in ETFs. As | have mentioned many times on the Power Hungry Pod-
cast, my biggest holding is the Schwab Dividend ETF.

I'm writing about the stock market because the discounts on oil and gas stocks reflect a belief that oil and gas are going away. But there’s
scant evidence to support that claim. As | have said many times, if oil didn’t exist, we’'d have to invent it. It's a miracle substance. Com-
merce requires transportation. Transportation requires oil. If there’s no oil, there’s no commerce. Put short, as Art Berman has said, oil is

the economy.

Given these facts, why are oil and gas stocks selling at such a discount to the broader market? I've been discussing this with my brother,
Wally Bryce, for months. Wally is an above-average brother. He's also a CPA, a savvy number cruncher, a longtime insurance executive,
and an avid stock market observer. His analysis: “Mr. Market is saying this stuff is going away.” (Mr. Market is an allegory invented by
Benjamin Graham to describe the workings of the stock market and as Wikipedia explains, “the danger of following groupthink.”)

The discounts are also occurring because some institutional investors are divesting from hydrocarbons. To cite just one example, in
2021, Harvard University announced it would quit investing in fossil fuels. As Wally explained it, “A lot of investors are saying ‘I won't buy
these stocks at any price.” They are refusing to buy them. A lot of the big endowments, pensions, and foundations are saying ‘we won't
touch it.” There are fewer buyers in the market. And the buyers aren’t buying even though by most financial metrics, these stocks are
incredible bargains.”

Is this the time to buy energy stocks? Maybe. Oil and gas companies are returning big chunks of their profits to shareholders and many
analysts see them as value stocks. The companies are aggressively buying back their stock and boosting dividends. But they are also
being challenged by fears of an economic slowdown. Furthermore, the industry faces significant political risk from the Biden Administra-
tion. | don’t say that as a partisan. I'm not a Republican or a Democrat. | am disgusted.

But this fact is simply true: the Biden Administration is the most anti-hydrocarbon administration in American history. | could cite numer-
ous examples to prove that point. I'll give you just two: On his first day in office, Biden canceled the Keystone XL Pipeline. In May, his
EPA issued a proposed rule that could hamstring nearly all of the coal-fired, and gas-fired power plants in the country. As | noted in my
piece, EPA v. The Grid, the agency:

announced a proposed rule that could force the closure of every coal-fired power plant in America as well as most of the
natural gas plants if they cannot cut their emissions by 90%. Here’s how Politico reported on it: The new rule will require,
“‘most fossil fuel power plants to slash their greenhouse gas pollution 90% between 2035 and 2040 — or shut down.”

While the political risk from Biden and the ESG crowd is real, the bigger problem may be the industry’s remarkable ability to find and pro-
duce hydrocarbons. The oil and gas sector has a century-long history of boom and bust in which it has repeatedly been victimized by its
success. While it's true that the global supply of hydrocarbons is finite, it's also a truism that the more oil and gas we find, the more oil
and gas we find. And the more oil and gas that gets produced, the more efficient drillers get at pulling it out of the ground. The decades-
long problem for the oil industry hasn't been too little oil, it's been too much. That fact gave us prorationing under the Texas Railroad
Commission for 40 years, until 1973, when that job was seized by OPEC. (Which, by the way, copied the TRC’s prorationing model.)

Ten years ago, the average oil production from a new oil well in the Permian Basin was about 200 barrels per day. Today, according to
the Energy Information Administration, the average new well in the Permian is producing about 1,000 barrels per day. That increase in
efficiency means the industry needs fewer drilling rigs and fewer roughnecks, which means lower costs. That's great for consumers, but it
can be hell on investors. In short, there are many wildcards at play including the global economy (and therefore energy demand), the
future of the ESG movement, and maybe most important, the sector’s ability to cut costs and boost output.

A final note: Buc-ee’s recently broke ground on a new location outside of Luling, Texas. When it opens later this year, it will seize the
crown of the world’s largest gas station from the Sevierville location. The Luling store will have 75,000 square feet of shopping space.

READ THE FULL ARTICLE HERE ¢
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ARE YouUu AN OIL MAN OrR WOMAN?

B

First oil and gas deal memorabilia looks great!
Can't wait to wear this on the golf course and
generate some BD from the old guys out there

Show us where you wear it! ;)
SOLD OUT TWICE

WANT THIS HAT?

| am an Oil Man or | am an Oll
Woman

$50.00
CLICKTO BUY



https://sipeshouston.org/product/hat/
https://sipeshouston.org/product/hat/
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TWEETS!
- . SilverRocket101
@ @ystever47

Can anyone see in this picture where Oil and
Gas extraction took place? Of course not

because it is one of the least destructive forms
of energy extraction on earth. Now do battery
metals. Happy Friday Friends ¢

Collin McLelland Ed & @FracSlap- 1h
9 “Methane leaks alone from Turkmenistan
- caused more global heating in 2022 than the
entire carbon emissions of the UK.”

China receives a significant amount of gas
from these fields.

Yet, people on Twitter want you to believe
clean pipelines and oil producers in the
United... Show more

6:07 PM - 7/21/23 from Earth - 1,024 Views

< Tweet 74
. Turkmenistan
x> legrty Energy

@LibertyFrac © This article is more than 2 months old

DID YOU KNOW? ‘Mind-boggling’ methane

"The most urgent challenge with energy today is emissions fI'OHl
that one-third of humanity still lacks access to .

Turkmenistan revealed

basic modern energy, clean cooking fuels,

including over 80% of Africans and half of
Indians." (
Read more at libertyenergy.com/
betteringhuman...

$50,

! OF INDIANS
OF HUMANITY LACKS ACCESS TO

BASIC MODERN ENERGY, ELECTRICITY, < éﬂf AFRICANS
AND CLEAN COOKING FUELS. &

50%

1:00 PM - 7/19/23 from Earth - 419 Views

1Quote 1Like 1Bookmark *




‘ SIPES-Houston Newsletter | Aug 2023

PERMIAN DECLINE?

The most crucial development in global oil markets is depletion in the Permian basin. We first warned about this in 2018, predicting the
Permian would peak in 2025. In retrospect, our analysis was too conservative. We now believe the basin could peak within the next
twelve months. The implications will be as profound as when United States oil production peaked in 1970, starting a chain of events ulti-
mately sending prices up five-fold over ten years. If we are correct, this could not come at a worse time for oil markets: inventories are
tight, production in the rest of the world is declining, and investors are incredibly complacent.

Whenever we make long-term thematic predictions, we construct a road map of things we should expect to see. Since price is rarely a
good proxy for fundamentals, we need hard data that confirms we are going down the right path, even during the inevitable periods when
the oil price is moving against us. Based upon our original work back in 2018, we concluded the Permian would roll over once operators
drilled most of their best Tier 1 locations. Before peaking, per-well productivity would fall as operators drilled lower-quality inventory. This
is what has happened. For the first time, productivity per lateral foot registered a 6% year-onyear decline in the Permian. According to our
models, this proves the industry has drilled its best wells; basin-wide production decline is likely not far behind. With the Eagle Ford and
Bakken unable to grow over the last eighteen months, once the Permian rolls over, the shale revolution will shift from growth to decline,
and Hubbert's Peak will reemerge with a vengeance.

The past decade has indeed been remarkable for global oil markets. Operators first succeeded in developing natural gas shales before
adapting the techniques to the oil shales starting with the Bakken in North Dakota. The Eagle Ford was developed next, and then finally,
the largest of all, the Permian, with its stacked pay potential, started its development in 2012. The results were without precedent. After
having declined by 50% over forty years,
the US abruptly reversed course to be-
come the largest oil producer in the world.

US Conventional & Shale Production Since 1920
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forcing crude markets into a structural defi-
somce. £14 | Cit. As inventories fell, prices rose, prompt-
ing Malthusian warnings almost daily on
CNBC and Bloomberg that we were

‘running out of oil”.

The shale revolution changed everything. By 2014, non-OPEC production growth reached 2.2 mm b/d, the most robust growth since at
least 1966 — driven entirely by the shales.

As the shales ramped up between 2010 and 2018, they seemed limitiess. However, even in the early stages of field development, there
were warning signs that shale basins adhered to the same depletion principles as conventional fields. Enormous is not the same as infi-
nite, we argued and warned that depletion would eventually take hold.

The shales seemed particularly invincible between 2014 and 2017. In the autumn of 2014, Saudi Arabia stunned the oil markets when it
abandoned its role as a swing producer. Crude balances shifted into surplus in the middle of 2014, and instead of cutting production to
balance the market, Saudi Arabia announced it would grow output by nearly 1 mm b/d. Immediately, crude prices fell by 15% from $75 to
$60 per barrel and would drop by 65% over the next eighteen months to bottom at $26 by spring 2016. With much lower prices and capi-
tal-intensive drilling, shale developers reduced their drilling activity by 80%. In the summer of 2014, the industry turned 1,600 rigs; less
than two years later, the rig count stood at only 325. Saudi Arabia relented in late 2015, with prices stabilizing a few months later, in Feb-
ruary 2016. The shale rig count bottomed in June.

Somehow shale production stabilized and started to grow shortly after that. Even though the rig count was still down 60%, US production
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was again registering yearly growth as soon as April 2017. By 2018, the shales were growing by 1.8 mm year-on-year — a record, de-
spite a rig count that remained 50% lower than in 2014.

The shales seemed to defy the laws of physics: they could grow materially despite much lower drilling activity. The industry appeared to
have entered a world where it no longer needed increased drilling to boost production.

How was this possible? The answer was drilling productivity. Between 2013 and 2017, the average shale well went from averaging
70,000 barrels of il over the first twelve months to 140,000. On the Midland side of the Permian basin, the primary source of supply
growth, twelve-month productivity nearly tripled from 50,000 to 140,000 barrels.

Since each well brought on so much more oil than before, the industry could now achieve with 400 rigs, what it took 1,600 rigs to produce
a few years earlier.

Conventional wisdom believed the industry had improved its drilling and completion of shale wells. The ability to stay in the zone, the
choice, and the volume of proppant and fluid were all said to have resulted in sharply higher drilling productivity. Wall Street and the ener-
gy industry both promoted a consistent narrative. We felt there were several unanswered questions and undertook a study to consider
what was driving surging well productivity. If the industry had radically improved drilling techniques, it would ultimately be bearish for the
sector. A previous low-quality Tier 2 location could now be transformed, through enhanced drilling and completion techniques, into a top-
quality Tier 1 well. As a result, the inventory of best wells would explode, and the shale basins would continue to thrive for years to come.

Modeling well performance is hugely complex. Shale basins are highly nonlinear with high degrees of variable inter-dependence. As a
result, traditional statistical techniques, such as the linear regressions used by most analysts, fall short. We turned to advanced methods,
including machine learning and neural networks, and achieved surprising results. Instead of improved drilling techniques, we concluded
that two-thirds of the improved productivity between 2013-2018 came from favoring the best drilling locations. In 2013, 22% of Midland
wells were Tier 1. By 2018, Tier 1 represented 50% of all wells. Since a Tier 1 well is nearly twice as productive as a Tier 2 well, the mi-
gration from lower to higher quality areas drove a massive amount of the improved well productivity.

The industry was not turning Tier 2 into Tier 1 but, instead, was aggressively depleting its inventory of top-quality wells.

We determined that the pace of high-grading could not continue, particularly in the Eagle Ford and Bakken. Our models suggested that
by 2018, 60% of the best acreage in those two earliest developed basins had already been developed. The Permian was developed last,
so it still had over 60% of its Tier 1 areas left to drill, but we were concerned that given its pace, it too could soon become depleted. In our
2Q2019 letter, we predicted the Eagle Ford and Bakken would quickly peak while the Permian plateau in the late 2020s at 6.5 m b/d.
While the Permian would still manage to grow another 2.5 m b/d from 2018 levels, its annual growth rate would slow materially from
500,000 m b/d per year between 2013-2018 to only 200,000 b/d between 2019 and 2029.

Finding attractive investment opportunities in shale E&P companies will become very difficult. Here too, we believe our machine-learning
models can help. Based on current drilling activity, the average publicly traded Permian company will run out of Tier 1 drilling locations
within 3.7 years. Our core positions, on the other hand, likely have between five and ten years of high-quality drilling ahead of them. As
productivity becomes harder to achieve, these companies should present good opportunities. Already, we have seen rumors of Exxon -
Mobil seeking to acquire Pioneer Natural Resources. We own Pioneer and do not know whether these rumors are true. However, we
firmly believe that as the market realizes how little Tier 1 acreage remains, those with the best inventory will be treated as valuable as-
sets.

Read the full article HERE ~ ®
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Seisware, a SIPES Sponsor

Interpretation Solutions

Exclusive pricing for SIPES members

S

seisware.com/sipes -

One of the sponsors for the 2022 Deal Buyer Event.
This company supports independents!
Click on the image to learn more


https://seisware.com/sipes
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THE LAWYER RECOMMENDED BY MOST SIPES MEMBERS

R: RRESE & ASSOCIATES
WHERE LEGAL INTELLECT
MEETS BUSINESS INSIGHT

R. Reese & Associates offers a unique
service plan to clients - a full legal
department of industry specialists,

available on a customizable, as-
needed basis ot a fraction of the cost
of in-house counsel.

RACHEL REESE IS THE CHOSEN LEGAL
COUNSEL FOR A NUMBER OF SIPES
MEMBERS. SHE SPONSORED THE DEAL

BUYER EVENT BECAUSE SHE UNDERSTANDS
OUR VISION AND NEEDS AS INDEPENDENTS. Jeff Allen, SIPES

ember and Past Chair

rreeselaw.com
info@rreeselaw.com
832-831-2289


https://rreeselaw.com/
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HMNS LECTURE

Lecture - Dinosaurs, Discoveries, and Historical
Geology

Wednesday, November 29, 2023 - 6:30 PM

Running Time: 1 hour & 30 minutes

IN PERSON - Join professional Paleontologist and Science Educator, James E. Washington III
and learn the story of how we got to our current understanding of dinosaurs and prehistoric
Earth. How did we determine the age of the Earth? How did early scientists make sense of the
unusual creatures being dug up all over the world? If you ever had any questions on how
scientists know what they know, this is the talk for you!

Distinguished Lectures at HMNS are supported by Apache Corporation.
{less)


https://tickets.hmns.org/Selection.aspx?item=6084&sch=1457056
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SIPES HOUSTON DEAL BUYER LIST

DEAL BUYERS 2016
ADDRESS CITY STATE ZIP. CONTACT(S) EMAIL TELEPHONE

The SIPES Houston Chapter has the coveted DEAL BUYER
LIST

This annually updated list consists of over 300 real working
interest buyers in all regions and basins. If you are trying to

sell a deal, you need this list.

Only Sipes Members can see this list. Are you a member?

<o CORE

APPLY NOW



https://sipeshouston.org/create-account/
https://sipeshouston.org/membership/
https://coregeologic.com/
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LUNCHEON MENU

SIPES BOOK RECOMMENDATION

Food Allergies?
CONTACT US

sEcoNB"™FB1rT1i0onN

/ N\
// Winner of the
( }uetAbstract
\

International

“Thomas Sowell marshals his arguments with
admirable clarity and authority. There is not a chapter in
which he does not produce a statistic that both surprises

and overturns received wisdom.” —TZhe Economist

Economic
Facts
and
Fallacies

Thomas Sowell

Economic Facts and Fallacies exposes some of the most
popular fallacies about economic issues-and does so in
a lively manner and without requiring any prior
knowledge of economics by the reader. These include
many beliefs widely disseminated in the media and by
politicians, such as mistaken ideas about urban prob-
lems, income differences, male-female economic differ-
ences, as well as economics fallacies about academia,
about race, and about Third World countries. One of the
themes of Economic Facts and Fallacies is that fallacies
are not simply crazy ideas but in fact have a certain
plausibility that gives them their staying power-and
makes careful examination of their flaws both necessary
and important, as well as sometimes humorous. Written
in the easy-to-follow style of the author's Basic Econom-
ics, this latest book is able to go into greater depth, with
real world examples, on specific issues. o


mailto:SipesHoustonChapter@gmail.com?subject=Food%20Allergy
https://www.amazon.com/Economic-Facts-Fallacies-Thomas-Sowell/dp/0465022030/ref=sr_1_2?keywords=thomas+sowell+books&qid=1685914658&sprefix=thomas+sowel%2Caps%2C220&sr=8-2
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ALL WE CAN DO IS LAUGH

BEFORE YOU MOCK SOMEONE WHO
BELIEVES PAYING MORE TAXES
WI&STUP GLII\!I&IE CHANGE
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SIPES Houston Chapter, 3242 Summerland Dr, Manvel, TX 77578
www.sipeshouston.org e e-mail: sipeshoustonchapter@gmail.com
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