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Oil prices have fallen sharply since mid2014. While we believe current prices are
unsustainably low, they are unlikely to
stabilize until we see improvement in oil
market fundamentals. This will be driven
by reduction in the rate of global oil production growth, in our view. Meanwhile,

energy sector equities' performance will
continue to be influenced by oil price
moves. Given our view that oil market fundamentals could continue to deteriorate in
the coming weeks, we remain cautious in
the near term.
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As we are finishing up the first quarter of
2015, we do not have a lot to cheer about
these days. Oil and gas pricing have taken
a severe beating, with prices falling well
below what experts had predicted (the
article above from UBS outlines this trend).
I can see the claw marks on the wall as
companies try to hang on to their futures.
We are seeing massive capital expenditure
cuts that seem to follow this drop (see

George Carlstrom’s article on page 2 for
more details). Those that are fortunate to
have hedged their production can coast
and possibly take advantage of this downturn cycle.
Well, we have been in this rodeo before,
and some of us have been bucked off
before, but, have managed to get back in
the saddle again. Sorry, but now it’s rodeo
time again for everyone!
Many lay-offs have occurred on both the
exploration and service side. With budget
cuts from 20-60%, it was predictable. We all
read the journals and they all echo the
same messages. Technology, drilling and
(Continued on Page 10)



The following reports on national, state, and environmental
information were prepared by SIPES Vice President of National
Energy George Carlstrom, State Legislative Affairs Chairman
Pat Nye, and Environmental Committee Chair Bill Finley. The
views and opinions expressed are those of the authors. Some of
the information presented is in the public domain and is available from a variety of sources; other references were selected by
the authors, and are noted in their reports.

According to an article on oilandgas360.com (January
13, 2015):

 NATIONAL ENERGY

Data pulled from an article by Alex Chamberlin on themarketrealist.com (January 7, 2015) shows a few examples
of how upstream companies are responding to falling
crude prices:

Oil Prices: How Low and for How Long?
You can’t write an article about national energy without talking about the elephant in the room. For anyone with the
years of experience of the average SIPES
y
member, wild price swings in oil and gas
(and most commodities) should not be
new. But for many of us, the timing and
n
precipitous drop in oil price may have
George Carlstrom been a surprise. Right now, not knowing
how low prices will go or how long they will stay there is
the issue. At the time of this writing, prices have apparently not yet hit bottom, but operators, service suppliers
and financial institutions, as well as consumers, have to
make assumptions and move on.
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The World Bank’s baseline projections (Brent) were set
with $78.00 a barrel in 2015 and $80.00 a barrel in 2016. The
bank’s “lower-case” scenario assumes $70.00 a barrel in
2015 and $72.00 in 2016. With analysts like KLR Group setting their 2015 Brent price forecast to $62.50 and 2016 Brent
price forecast to $85.00, the World Bank’s “lower-case”
scenario is already starting to seem a bit optimistic.

Continental Resources (Bakken dominated) “is now
forecasting 2015 capex of $2.7 billion, down from its earlier
announced $4.6-billion budget. The rig estimate for 2015
has been revised down to 31 from the initial estimate of 50.
Continental Resources is still projecting a 20% production
growth. The Bakken produces high-quality light crude.
Several Bakken operators communicated that their drilling
projects in the Williston Basin required prices between $65
and $68 per barrel.
Apache Corporation (APA) now plans to spend $4.0 billion on North American onshore exploration and production in 2015. Approximately 85% of its 2015 drilling budget
has been allocated to nine North American shale plays. At
the beginning of 2014, Apache had planned to spend a total
of ~$4.7 billion for exploration and production in North
America. In 2015, it plans to cut its capex budget by ~15%
compared to 2014.
After adjusting for the asset sales, Apache projects 12%
to 16% higher liquids production onshore in North
America.
ConocoPhillips (COP), a Texas-based upstream energy
producer, has lowered its 2015 capex (capital expenditure)
budget compared to 2014. Approximately 47% of
ConocoPhillips’ total production is crude oil. In 2015, the
company expects to spend $3.5 billion on capex, down 20%
from 2014. The current crude oil price environment affected the company’s capex decision. Ryan Lance,
ConocoPhillips’ chairman and chief executive officer, commented in the press release, “We are setting our 2015 capital budget at a level that we believe is prudent given the
current environment.”
EOG Resources Inc. (EOG), an upstream energy producer operating in a number of unconventional shales,
recently indicated that it can produce a 10% rate of return
after taxes even if oil drops to $40 a barrel. EOG Resources
has increased its 2014 production estimates. This may
bring some investor confidence back to crude oil producers. Crude oil price has been going through a bearish phase
in the past six months.
If the price stays around $80, EOG said it could fully
fund the drilling it has planned for the Eagle Ford, North
Dakota Bakken Shale, and parts of the Permian Basin in
West Texas and New Mexico. The company has not yet
disclosed its 2015 capex and production plans. However,
in November, it revised its 2014 crude oil production estimate up from the previous estimate.

(Continued)
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By the end of 3Q14, Encana Corporation (ECA) projected
$2.5 billion to $2.6 billion of capex. In 2015, its capital spending estimates are approximately 10% higher at the range of
$2.7 billion to $2.9 billion.
In 2014, Encana Corporation expects to produce 85,000–
89,000 barrels per day (or bbl/d) of liquids. In 2015, its production estimates are ~70% higher at 140,000–160,000 bbl/d.

These are all publicly traded companies, and of course the
price of their stock is based on the perception of how they
will perform in the future. It is interesting to see how investors have responded to budget projections and assumptions. The article goes on to show:
Continental Resources (CLR), ConocoPhillips (COP), and
Apache Corporation (APA) have reduced their 2015 capital
spending budgets. Encana Corporation (ECA) has increased
its budget. Most of the companies expect higher production
in 2015.

The Laggards
Continental Resources’ (CLR) shares have fallen by ~28%
since the company first disclosed its 2015 capex (capital
expenditures) budget and production plans. On November
22, Continental Resources revised its budget down. Since
then, its share price has witnessed an even sharper fall of
31%.
Apache Corporation’s (APA) shares have fallen by ~14%
since November 20 when it disclosed its 2015 plans. The
company lowered its 2015 capex budget by 15% compared
to 2014. On the same date, the company announced its natural gas and NGL (natural gas liquids) asset sale.

The Contrarian
ConocoPhillips (COP) lowered its capital budget for 2015
by 20% compared to its 2014 estimates. However, investors
haven’t punished the stocks. Since December 8,
ConocoPhillips’ (COP) share price has increased by 7%.
EOG Resources’ (EOG) 2015 capex plans are not available
yet. However, the company increased its 2015 production
plans. Since November 4, the day the company disclosed its
3Q14 financial results and production plans for the next
year, its share price has gone up by ~4%.

The Leader
Encana Resources (ECA) increased its 2015 capital spending budget by 10% and increased its 2015 production
growth estimates by 72% compared to 2014. Since December
16, the day it disclosed its budget, its share price has jumped
~10%.

These results may be short lived. If prices don’t bottom
out soon the stock of all E&P companies may be in the toilet, but right now it appears that investors are seeking companies with a positive, long-term outlook, and that are
taking a bold stance.
The energy business has always been on a teeter-totter
with other industries, particularly manufacturing and
transportation. In an article written by Steven Mufson on
the washingtonpost.com (December 1, 2014) he wrote that:
Every day, American motorists are saving $630 million on
gasoline compared with what they paid at June prices, and
they would get a $230 billion windfall if prices were to stay
this low for a year. The vast majority of that will flow into

the economy, with lower-income households living on tight
budgets likely to use money not otherwise spent on gas to
buy groceries, clothing and other staples.

(When this was written gasoline was selling for $2.77 per
gallon. I bought gas last week for $1.77 per gallon. You do
the math!)
He continued in the article:
Big American companies are better off, too. Every penny
the price of jet fuel declines means savings of $40 million for
Delta Air Lines, the company’s chief executive said in a
recent CBS interview.
"Despite the impressive recent gains in natural gas and
crude oil production, the U.S. still is a net importer of energy,” William C. Dudley, president of the Federal Reserve
Bank of New York, said Monday at Bernard Baruch College.
“As a result, falling energy prices are beneficial for our
economy and should be a strong spur to consumer spending.”

The article goes on to discuss the effect on oil exporting
nations:
The consequences of the decline in oil prices are also evident in politics and pocketbooks.
At current prices, the annual revenue of OPEC members
would shrink by $590 billion, money that will instead stay
within the borders of the world’s biggest oil importers, led
by the United States, China and Japan.
The size of the global economy will “easily be between 0.5
percent and 1.0 percent higher as a result of the decline in
oil prices,” wrote Andrew Kenningham, senior global
economist for London-based Capital Economics.
The 40 percent drop in the price of the international
benchmark Brent-grade crude oil over the past five months
will reduce annual revenue to oil producers worldwide by
a whopping $1.5 trillion.
“Those losses are staggering,” Edward Yardeni, president
of Yardeni Research, wrote to investors Monday. The losers
include Russia, where the value of the ruble has been crumbling, inflation has crept up to more than an 8 percent rate
and oil prices have done more to hurt the economy than
Western sanctions.
In Iran, whose economy and government budget rely
heavily on oil sales, low prices could intensify the effect of
sanctions that have curbed the country’s oil exports in an
effort to pressure the regime into reaching a diplomatic
accord on its nuclear program.
In Venezuela, dwindling oil revenue has exacerbated an
economic crisis that is also tied to fuel subsidies, price controls and generous social programs.

The numbers presented in the report will be out of date
by the time it is printed. Some are out of date as it is being
written. The point of this disjointed rambling is to attempt
to capture the overall effect of changing oil prices.
The obvious effect on the E&P community is that lower
product price means poorer economics on an individual
well or program. For the companies involved in large drilling programs, that means reducing activity. This trickles
down to the service companies who just hired 100 people
and bought a bunch of equipment they don’t need anymore.
(Continued)
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On a positive note, for the small operator this potentially
can translate to lower prices and better availability for services which can buffer the effects of lower oil and gas
prices.
For industry, (manufacturing and transportation) lower
energy and fuel prices will be a positive, but it may take
more than a few months for it to have an effect. The positive effect on American manufacturing is dampened by the
fact that energy prices will be lower worldwide, not just at
home.
It only took about six weeks of lower gasoline prices for
the fickle American consumer to change his car buying
preferences. When gasoline is above $4.00 a gallon, electric
cars and Minis seem more palatable. At less than $2.00 a
gallon we are back to shopping for a Suburban. If prices
stay low, I would not be surprised to see a national gasoline tax slip back into the conversation.
Globally, lower oil prices have a huge effect. We all like
to see our rivals in an uncomfortable bind, but I would
caution against trying to pound them into the dirt. A hungry bear still has sharp claws. I hope “our side” can use the
stressed state of some of our rivals to a good negotiating
advantage without pushing them over the edge.
Issues on the table that I have not discussed include the
Canadian tar sands, the Keystone XL pipeline and relaxing
oil export restrictions. As the current processes unfold I
will monitor these issues and report on any developments.

 STATE LEGISLATIVE NEWS

TEXAS & OKLAHOMA
EPA Plan to Reduce Pollution and
Improve Visibility
The U.S. Environmental Protection
Agency (EPA) announced plans to reduce
emissions of sulfur dioxide (SO2) to
improve visibility in Texas’ and
Oklahoma’s national parks. The EPA proposes to require 15 units at 8 coal fired
power plants to reduce SO2 emissions
each year by 230,000 tons utilizing similar
pollution controls already in place in
PPatt Nye
N
other coal fired plants in other states.
Texas did not meet federal Clean Air Act requirements of
reducing haze pollution from specific plants in the state.
Sources are contributing to hazed conditions in the Texas
Big Bend, Guadalupe Mountains and Wichita Mountains.

Governor Perry Gets in Last Jab
at Cuomo on Fracing
Outgoing Texas Governor Rick Perry blasted New York's
governor for not moving forward with hydraulic fracturing while giving his farewell speech to the Texas Legislature.
Perry noted how Texas has been at the forefront of privatesector innovation, including fracing. Citing that
Pennsylvania is creating thousands of jobs by utilizing

fracing in the Marcellus Shale, while New York has banned
fracing. "Two states, two vastly different approaches. One
creates jobs. One appeases a political base at the expense of
the people."

Tiny Quakes Linked to Fracing Raises
Risks, Geophysicist Says
Small earthquakes are shaking Oklahoma and southern
Kansas daily, and are linked to energy drilling. Federal
research indicates they are dramatically increasing the
chances of bigger quakes. The once-stable region is now
increasing the likelihood to see serious, damaging and
potentially harmful earthquakes. Still, the chance of this
happening is only 1 in 2,500 years according to geophysicist William Ellsworth of the U.S. Geological Survey.

NEW YORK & MARYLAND
New York Bans Hydraulic Fracturing;
Maryland Reinstates
New York Governor Cuomo’s administration announced
on December 17, 2014 that New York would continue a
2008 moratorium banning fracing, citing public health
risks. Maryland’s outgoing Governor Martin O’Malley
announced in November 2014 that he would lift the state’s
current ban on fracing and would institute stricter regulations and overview instead.

U.S. CONGRESS
New Congress Grapples with Energy Issues
A new Republican majority are moving forward with an
agenda to promote greater fossil fuel development and
restrict President Obama’s environmental curtailment
regulations. The first contest will concern the Keystone XL
pipeline that has been ongoing for over six years.
Congressional House and Senate are expected to approve
the pipeline, although the President is leaning heavily
toward a veto. Other upcoming bills from the GOP include
measures to expedite the federal reviews of natural gas
export and promoting greater fuel efficiency.

EPA Seeks Input on Emission Standards
for New and Modified Sources in the Oil
and Natural Gas Sector
The EPA is inviting small businesses, governments and
not-for-profit organizations to participate as Small Entity
Representatives for a Small Business Advocacy Review
Panel. The panel will focus on development of rules that
proposes reduced emissions of greenhouse gases, including methane and volatile organic compounds under its
New Source performance Standards for the oil and gas
industry. The agency is considering adding equipment
and processes to reduce emissiosn from hydraulic fractured oil wells, pneumatic pumps and leaks from new and
modified well sites and compressor stations. Selfnominations may be submitted by February 11, 2015.
(Continued)
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Permitting for Federal Lands in the
Dakotas may be Expedited

 ENVIRONMENTAL REPORT

The Senate passed a bill that would amend the Energy
Policy Act of 2005 allowing for streamlined permitting for
oil and gas projects on federal lands in North and South
Dakota.

Now with CO2 being regulated, but
finding it’s too little too late, it’s time to
up
u the ante. Thus CH4 is the new target,
and it has profound implications for a
larger segment of the economy; or at least
one that will be much harder to sell to
John
J
Q. Public since it affects the very
food we put on our tables.
It’s not enough we have a huge carbon
Bill Finley
footprint just producing and transporting
our food, but now we also need to address the methane
footprint as well. The culprit this time, and we must have
someone to blame besides ourselves, is the meat producers; especially the cattle industry. After all, everyone
knows how “inhumane” the industry practices are, not to
mention the “chemical” dependence necessary to stimulate growth, and the unhealthy and unsanitary handling of
the products brought to market. Who wouldn’t want to
make them “pay” to fix this problem?
While the administration is gearing up to take on this
fight, we can only wonder how much longer the list will
get. We already contend with issues of coal fired power
plants, methane emissions from O&G operations, and
regulation of automobile (transportation) contributions to
the “greenhouse” pollutions. Now with the possibility of
climate change politics adversely affecting our nutrition
guidelines, we have to ask: “How much more will we have
to adjust our daily lives to satisfy this need to stop 'predicted' climate change catastrophe?”

Proposed Bill to Open OCS
The House Natural Resources Committee held hearings
and proposed a bill to open the outer continental shelf
(OCS) for leasing.

Congress Sends Obama Bill to Approve
Keystone Pipeline
Congressional Republicans passed legislation approving
the Keystone XL oil pipeline, sending it to President
Obama who has pledged to veto. The bill was easily
approved with the support of twenty-nine Democrats. It is
unlikely that the Senate could reach the sixty-seven votes
needed to override a presidential veto.

MEXICO
Mexico’s Pemex Seeks to Import U.S. Crude
Pemex announced on January 8, 2015 that the increase in
light crude production in the U.S. presents an opportunity
to blend with Mexican heavy crude, thereby improving
the output at its Mexican refineries. Recently issued new
rules from the Commerce Department allowing for the
export of “condensate” is eligible for export. Pemex anticipates importing up to 100,000 barrels per day which it calls
a “swap” of Mexico’s export of its heavy crude.

SOURCES
Durant, J. Hubbard, J. (2014, November 24). EPA backs
waste disposal effort. R6Press@epa.gov.
E&E News, New York Department of Health, (2014,
December 17). New York bans hydraulic fracturing;
Maryland reinstates it. The Washington Post
Harder, A. (2015, January 6). New Congress Grapples
With Energy Issues. Wall Street Journal, p. A2.
Guthrie, A. (2015, January 8). Mexico’s Pemex Seeks to
Import U.S. Crude. Wall Street Journal, p. B2.
Brown, Stephanie (2015, January 28). EPA Seeks Input on
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Oil and Natural Gas Sector. Brown.stephanien@epa.gov.
Bureau of Ocean Energy Management, E&E News (2015,
February 11). House Natural Resources Committee hearing on OCS leasing.
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EPA, Senate Energy and Natural Resources Committee
(2015, February 4). Congress Send Obama Bill to Approve
Keystone Pipeline. Geoscience Policy Monthly Review.
Associated Press (2015, February 15). Tiny Quakes
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The Question

Climate Change and Catastrophe
With that said, let’s take a closer look at what we mean
by catastrophe. We have recently begun to accept climate
change as reality, but we are still at odds over the causes.
A commentary by George F. Will suggested we consider
reviewing recent books about historical evidence of past
episodes of climate change not caused by human activity
that had catastrophic consequences.
In the first book The Third Horseman:
Cl
Climate Change and the Great Famine of
th
the 14th Century, the author William
R
Rosen explains Europe’s “most
w
widespread and destructive famin
ine” as a result of “an almost incomp
prehensibly complicated mixture of
cclimate, commerce, and conflict, 4
ccenturies in gestation.”
During the medieval warm period (MWP), which lasted from the
late 9th century through the early
14th century, temperatures were
higher in the Northern Hemisphere than at any time in the
past 8000 years. There is no consensus on the cause of this
(Continued)
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temperature increase but it is clear that this resulted in a
huge increase of available arable land which, Rosen says,
led to Europe’s “first sustained population increase since
the fall of the Roman Empire.”
And of course increasing population pressure drove massive deforestation to utilize this land for the production of
food, primarily cereals. Climate change in this case resulted in an “incredible amalgam of molecules that comprises
a few inches of soil that produces the world’s food.”
Severe winters of 1309 to 1312 occurred near the end of
the MWP impacting food production. Heavy and prolonged rains followed in 1315 that washed away topsoil
resulting in the loss of as much as half of Europe’s arable
land. The consequences of a depleted food supply resulted
in cannibalism, starvation and conflict that was responsible for the death of 10% of the population from the Atlantic
to the Urals in the 14th century.
This climate change during the MWP was not caused by
human activity, and certainly not as a consequence of
increasing CO2 levels due to deforestation, a primary
source of CO2 emissions in the 21st century. The cold
which ended the MWP came in spite of this human activity. Instead it appears that climate warming caused changes in human behavior resulting in tripling the area’s population from 10 million to 30 million. The climate cooling
which followed then caused societal changes as people
struggled to survive and fought over access to resources.
These human responses had amplified the consequences
of climate change. This is a pattern that we see repeated
four centuries later.
The second book for consideration,
Global Crisis: War, Climate Change and
Gl
Catastrophe in the 17th Century
Ca
explains the interaction between cliex
matological and political factors as
m
a “fatal synergy” that produced
turmoil throughout Europe and
tu
Asia. As a history professor at Ohio
A
State, Geoffrey Parker, includes the
S
“Little Ice Age” (LIA) between the
1640s and the 1690s in what he
calls “the placenta of the crisis.”
The LIA is protracted enough to
be classified as legitimate climate change. But the LIA
period also coincides with political upheavals strongly
enough to be considered causation.
Some of the consequences of the LIA’s cooling temperatures include decreases in the length of the growing season, increasing single harvest failure twofold, and increasing double harvest failure sixfold. If you are farming above
1000 feet then this “increases the chance of two consecutive failures a hundredfold.” All of this led to decreased
food production and the abandonment of farms.
As populations relocated to cities, crowding overwhelmed infrastructure leading to poor sanitation practices, limited access to nutrition and water resources, and

increased instances of disease, crime, abortion and suicide.
This produced what Professor Parker called “the urban
graveyard effect.”
The LIA was a consequence of multiple factors among
which decreased sunspot activity and increased seismic
activity (volcanos) played important roles. Whatever the
list of contributing factors, it is unlikely that human activity had much if any impact on this episode of changing
climate. Instead it again appears that this climate episode
caused changes in human behavior and society detrimental to our continued well-being.

The Real Choice
In both instances, it is clear that human reactions to
decreased food production and/or availability have profound consequences to the way we behave toward each
other and how we allow society to treat us collectively. The
results inevitably are extremely costly in both individual
lives and liberties, but also resources and economies.
Survival in these circumstances is expensive.
Fast-forward another four centuries to 2015. (Is there a
pattern here?)
It is also clear from this research that the climate can and
will change regardless of any influences from human
activity. Attempting to regulate this human activity today
in an effort to short-circuit this change is long thinking but
shortsighted. Regardless of any potential benefits from
this effort, they will be a long time coming, and extremely
expensive. These are resources we will need to survive this
episode of climate change. As Geoffrey Parker summarized below, the choice is really between preparing for
catastrophe or living with the consequences. It’s unlikely
we will have the resources to do both, attempt to change
the climate and prepare our defenses.
The 2004 Report by its Chief Scientific Officer, summarizing the research of nearly 90 experts on the risks of flooding, expressed the choice with engaging simplicity: ‘We
must either invest more in sustainable approaches to flood
and coastal management or learn to live with increased
flooding’. A similar choice exists for other climate-related
risks (such as hurricanes ), and indeed for other types of
risks (such as the spread of diseases, perhaps accentuated
by bio-terror or, for that matter, by ‘bio-error’): societies
can either ‘pay to prepare’, and commit substantial resources now to avoid far greater costs later, or else ‘learn to live
with increased’ risks.
Since the question today is not whether climate change
will strike some part of our planet again, but when,” … (we
must then) … “choose whether it is better to invest more
resources in preparation today or live with the consequences of inaction tomorrow. After all, unlike our ancestors in
1816, and in the seventeenth century, we possess both the
resources and the technology to make that choice.

Parker, Geoffrey (2013-03-15). Global Crisis, Yale
University Press. Kindle Edition.
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Late News from IPAA

Hydraulic Fracturing
IPAA reports that four Democratic members of Congress
are reintroducing bills to impose more stringent federal
environmental regulations on the oil and gas industry.
Diana DeGette’s (D-CO) FRAC Act would require public
disclosure of chemicals used during hydraulic fracturing.
A bill by Jared Polis (D-CO) would end exemptions to air
pollution rules for the petroleum industry.
On March 20, the Obama administration issued longawaited regulations setting new standards for hydraulic
fracturing on public and American Indian land. Key components of the rule, which will take effect in 90 days
include:
•
Provisions for insuring protection of ground water
supplies by requiring a validation of well integrity and
strong cement barriers between the wellbore and water
zones through which the wellbore passes;
•
Increased transparency by requiring companies to
publicly disclose chemicals used in hydraulic fracturing to
the BLM through the website FracFocus within thirty days
of completing fracing operations;
•
Higher standards for interim storage of recovered
waste fluids from hydraulic fracturing to mitigate risks to
air, water and wildlife;
•
Measures to lower the risk of cross-well contamination with chemicals and fluids used in the fracturing
operation, by requiring companies to submit more detailed
information on the geology, depth and location of preexisting wells to afford the BLM an opportunity to better
evaluate and manage unique site characteristics.
Shortly after the rule was released, IPAA and the Western
Energy Alliance filed a lawsuit against the U.S. Secretary
of the Interior and the U.S. Bureau of Land Management
challenging BLM’s issuance of the regulations. The complaint, filed in federal district court in Wyoming, characterizes BLM’s rulemaking as, “a reaction to unsubstantiated concerns.” The suit requests the regulations be set
aside because the administrative record lacks the factual,
scientific, or engineering evidence necessary to sustain the
agency’s action.

State Legislative Information
In Arkansas, the state senate approved a sales tax
exemption on sand used in oil and gas drilling. The bill
passed on a vote of 34-0 and now moves to the house.
The Kansas Corporation Commission has issued an
order requiring those who operate saltwater disposal wells
to reduce the amount of saltwater injected into certain
areas of Harper and Sumner counties.
A hydraulic fracturing project for St. Tammany Parish,
Louisiana received water quality certification from the
Louisiana DEQ in late March which moved this controversial project a step forward. After reviewing Helis Oil & Gas

Company’s plans, the Louisiana DEQ ruled the project
will not violate state water quality standards and is in
accordance with Louisiana’s Water Quality Management
Plan and all applicable laws and regulations.
A new rule approved by the New Mexico Oil
Conservation Commission will allow oil and gas producers to reuse water produced during drilling. Industry officials say the rule, which allows companies to store drilling
water in open pits, will lead to a reduction in the use of
fresh water for drilling and hydraulic fracturing.
The Texas legislature is currently in session in Austin.
There was standing room only at a lengthy House hearing
on two bills that would restrict how cities can regulate oil
and gas activities. The bills emerged in response to a
hydraulic fracturing ban that Denton, Texas voters passed
overwhelmingly last November. House Energy Resources
Chairman Drew Darby (R-San Angelo) and about fifty coauthors sponsored legislation (HB40) that would prohibit
city limits on oil and gas that are deemed not commercially reasonable, or are otherwise pre-empted by state or
federal law. Cities were concerned about the ambiguous
terminology in the bill, saying that it would dissuade cities
from proposing ordinances regarding drilling, or lead to
expensive litigation.
Much of the early part of the hearing dealt with one
question: How do you decide what is commercially reasonable? Attorneys representing various cities in North
Texas testified that ambiguity in the law could prevent
cities from considering ordinances.
Another bill (HB539) introduced by Phil King
(R-Weatherford) would require cities to make up tax revenue lost to the state for schools as a result of oil and gas
ordinances. Cities would also be required to get a fiscal
impact note from the Legislative Budget Board that
detailed the proposed action’s effects on taxes. (Sources:
IPAA Energy in Depth, Dallas Morning News, Denton Record
Chronicle online versions).
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2014-2015 SIPES CORNERSTONE GROUP
Many thanks to the members listed below for their continuing support of our society
2015-2016 Cornerstone Group Members will be printed in the May 2015 Quarterly
Promoter – $2500

Gregg A. McDonald — Oklahoma City, OK
Sally J. Meader-Roberts — Midland, TX
F. X. O'Keefe — Denver. CO
J. David Overton — Midland, TX
Gary W. Palmer — San Antonio, TX
Arthur J. Pansze — Arvada, CO
Larry J. Rairden — Bellaire, TX
John M. Rakowski — Florissant, CO
Dwight S. Ramsay — Lafayette, LA
David L. Read — Highlands Ranch, CO
E. Gordon Reigle* — Midland, TX
Richard H. Sams — Atlanta, GA
Martin R. Shumway — Worthington, OH
Stephen A. Sonnenberg — Golden, CO
C. Al Taylor, Jr. — Reston, VA
James A. Travillo — Houston, TX
John S. Troschinetz — Midland, TX
C. G. Tyner — Houston, TX
William A. Walker, Jr. — Austin, TX
William G. Watson — Midland, TX
James M. Zotkiewicz — Metairie, LA

 Prospector – $500

Robert W. Anderson — Houston, TX
Donald I. Andrews — Metairie, LA
Dawn S. Bissell — Corpus Christi, TX
Richard C. Blackwell — Midland, TX
Foy W. Boyd, Jr. — Midland, TX
Raul F. Brito — Wichita, KS
Garnet W. Brock — Midland, TX
Stephen D. Caffery — Lafayette, LA
David W. Childers — Houston, TX
Douglas J. Collins — Cypress, TX
Michael L. Douglas — Houston, TX
Merle J. Duplantis — Mandeville, LA
Robert Ferguson — San Juan Capistrano, CA
Bruce W. Fields* — Corpus Christi, TX
Cliff J. Fontenot — Brenham, TX
James W. Fowler — La Veta, CO
James D. Gamble — Lafayette, LA
Thurman B. Geddie — Austin, TX
Clement E. George — Midland, TX
David N. Grimes — Midland, TX
David R. Grogan — Woodbine, MD
William R. Guffey — Dallas, TX
James M. Hancock, Jr. — Meadows Place, TX
Harold W. Hanke — Oklahoma City, OK
Edward F. Haye — Houston, TX
Paul F. Hoffman — Houston, TX
Arthur H. Johnson — Kenner, LA

Terry L. Hollrah — Oklahoma City, OK
Alfred James III — Wichita, KS
Paul M. Strunk — Corpus Christi, TX
Ralph O. Kehle — Durango, CO
Walter S. Light, Jr. — Houston, TX
 Oil Finder – $1200
J. Phil Martin, Jr. — Spring, TX
Wilbur C. Bradley — Wichita, KS
Brian K. Miller — Midland, TX
William C. Burkett — Midland, TX
H. Jack Naumann, Jr. — Midland, TX
Ralph J. Daigle — The Woodlands, TX
Patrick A. Nye — Corpus Christi, TX
Kenneth J. Huffman — Mandeville, LA
John D. Patterson — San Antonio, TX
Stephen D. Reynolds — Denver, CO
Hugh C. Pendery — Dallas, TX
Thomas A. Smith — Austin, TX
Michael A. Pollok — Purcell, OK
Gene Van Dyke — Houston, TX
Barry J. Rava — Houston, TX
 Driller – $750
Julius M. Ridgway — Ridgeland, MS
Michael A. Fogarty — New Orleans, LA A. Scott Ritchie — Wichita, KS
Donald C. Gifford — Dallas, TX
James D. Robertson — Fort Worth, TX
Dennis M. Gleason — Arlington, TX
Deborah K. Sacrey — Houston, TX
Charles A. Lundberg III — Dallas, TX
C. Randall Schott — Houston, TX
Marc D. Maddox — Midland, TX
Delmer L. Sloan — Midland, TX
Douglas H. McGinness II — Wichita, KS Daniel L. Smith — Houston, TX
Charles W. Rogers — Lafayette, LA
Michael R. Vasicek — Midland, TX
Eugene R. Sidwell — Amarillo, TX
Scott A. Wainwright — Metairie, LA
D. Craig Smith — Midland, TX
H. Vaughan Watkins, Jr. — Madison, MS
Clifford A. Walker — Dallas, TX
Jon R. Withrow — Oklahoma City, OK
Avinash C. Ahuja — Corpus Christi, TX
Craig F. Anderson — Houston, TX
Michael N. Austin — Westminster, CO
James B. Bennett — Houston, TX
William D. Bennett — Fredericksburg, TX
Paul W. Britt — Houston, TX
Lanny O. Butner — Wichita, KS
Brian S. Calhoun — Corpus Christi, TX
A. T. Carleton — Midland, TX
Robert M. Cluff — Denver, CO
Suzanne G. Cluff — Denver, CO
Rex D. Coppedge — Fairview, TX
Edward K. David — Roswell, NM
Lawrence H. Davis — Oklahoma City, OK
Ralph C. Duchin — Tucson, AZ
Arlen L. Edgar — Midland, TX
James P. Evans III — Franklin, LA
Thomas E. Ewing — San Antonio, TX
David A. Eyler — Midland, TX
William R. Finley — Lafayette, LA
William T. Goff III — Littleton, CO
Patrick J. F. Gratton — Dallas, TX
David G. Griffin — Midland, TX
Henry R. Hamman — Houston, TX
John E. Hankey — Houston, TX
James H. Henderson — Dallas, TX

 Roughneck – $250

Robert M. Altany — Midland, TX
William C. Bahlburg — Plano, TX
Arthur E. Berman — Sugar Land, TX
Raymond N. Blackhall — Spring, TX
Bruce M. Brady III — Midland, TX
Gilbert D. Brown — Amarillo, TX
Johnnie B. Brown* — Midland, TX
Glenn P. Burke — Houston, TX
Robert A. Cannon — Dallas, TX
George M. Carlstrom — Centennial, CO
James R. Cleveland — Dallas, TX
Robert A. Cooksey — Richardson, TX
Wendell R. Creech — Midland, TX
David R. Fox — Missouri City, TX
Roger A. Freidline — Midland, TX
Steven M. Goolsby — Lakewood, CO
W. Kenneth Hall — Fort Worth, TX
Edward W. Heath — Durango, CO
Albert R. Hensley — Rockwall, TX
George S. Johnson — Amarillo, TX
Larry L. Jones — Houston, TX
Robert C. Leibrock — Midland, TX
Peter MacKenzie — Worthington, OH
Robert H. Marshall — Houston, TX
Roger L. Martin — Wichita, KS
Christophe G. Mazzini — Dallas, TX

 Investor – $100

(Continued)
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William M. Kazmann — Richardson, TX
John E. Kimberly — Midland, TX
Bill J. Layton — San Antonio, TX
Wayne Lebsack — Lyons, KS
H. Louis Lee — Austin, TX
Eugene J. Lipstate — Lafayette, LA
Robert W. Luker* — Corpus Christi, TX
Donald J. Malone — Wichita, KS
Michael F. McKenzie — Lafayette, LA
Eric L. Michaelson — Midland, TX
Wayne D. Miller — Midland, TX
Robert J. Moffat, Jr. — Shreveport, LA
Craig E. Moore — Houston, TX
Michael S. Morris — Azle, TX
Robert G. Murphy — Santa Rosa Beach, FL
W. Don Neville — The Woodlands, TX
James F. O’Connell — Amarillo, TX
H. Rudy Parkison — Midland, TX
Edward B. Picou, Jr. — New Orleans, LA
Cecil R. Rives — Burton, TX
Vinton H. Sholl — San Antonio, TX

Jeffry A. Smith — Midland, TX
Robert L. Smith — San Antonio, TX
William M. Smith — Houston, TX
George W. Todd — Gainesville, TX
Mitchell F. Veh, Jr. — Bellaire, TX
John R. von Netzer — Oklahoma City, OK
Roy C. Walther — New Orleans, LA
Jerry L. Watkins — Dallas, TX
W. David Willig — Houston, TX

Stephen F. Hennigan — Lafayette, LA
Nolan Hirsch — Midland, TX
Susan M. Landon — Golden, CO
Nina C. Lian — Houston, TX
Steven R. Lockwood — Austin, TX
Jeffrey W. Lund — Houston, TX
Jack P. Martin — Lafayette, LA
Norman S. Neidell — Houston, TX
David C. Peterson — Boulder, CO
Eddie W. Rhea — Dallas, TX
 Scout – $50
W. Mark Rush — Houston, TX
Audrey W. Adams — Houston, TX
Don D. Shawver — Wichita, KS
Matthew D. Adams — Houston, TX
James M. Trimble — Houston, TX
Orville R. Berg — Shreveport, LA
Bonnie R. Weise — San Antonio, TX
E. Bernard Brauer — Corpus Christi, TX
Richard P. Wilkerson — Houston, TX
Douglas R. Essler — Dallas, TX
Roger D. Wilkinson — Edmond, OK
Leonard S. Fowler — Richardson, TX
Gerrit Wind — Houston, TX
William J. Furlong — New Orleans, LA
Lee Winn — Santa Fe, NM
Eduardo Gonzales — Carrollton, TX
James M. Hancock, Jr. — Meadows Place, TX
* Deceased
Travis A. Helms — New Iberia, LA
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fracing, along with advances in the geosciences, have brought our country to
near energy self-sufficiency. These times
n
are a product of our own success. The EIA
predicts that daily oil production will not
go down this year. Since 1970, this year
may be a record high for production.
Cost efficiency will have to be achieved
Ralph Daigle
to moderate the finding and development
costs. If the average price of crude remains below forecast
levels, we could see some more of the budget corrections
that George Carlstrom discussed. Rigs will continue to be
stacked, and good hard working individuals will have to
transition into some other type of business while waiting
for a turn-around.
This damage is not just domestic, but, global. Many NonOpec countries will be caught in this tidal surge, and they
may not recover without help. Domestically, I expect to see
mergers and acquisitions take advantage of these opportunities.

On the geosciences side, I personally have not heard of
huge layoffs. Some employees may be presented with
early retirement packages. They may be entering into our
world. I would encourage our membership to welcome
these potential independents into our organization.
June 15-18, 2015 is the date of our SIPES Annual
Convention in Deer Valley, Utah. This should be an
extraordinary event in a phenomenal place. The list of
speakers is top notch and the excursions and vistas will be
breathtaking. Everyone should have received their convention bulletin by mail with the complete schedule of
events and housing information. I encourage everyone to
attend. The ease of access to Park City, Utah and a short
drive to Deer Valley is a huge plus. The weather should be
ideal, so, beat the heat and join us. The Austin and San
Antonio Chapters, along with our great Dallas office staff,
have worked tirelessly to bring this opportunity to you,
our members. This will be a memorable one. See ya there.


Access
SIPES
Online!
Access http://www.sipes.org/ today and pay your National Dues online!
Registered members gain access to:
• 24/7 on-demand video archives dating back to 1986
• SIPES Quarterly issues dating back to 2003
• PDF Membership Directory
And more!
If you have already paid your National Dues for 2015-2016,
please contact the Dallas office if you are interested
in creating an account on the site.
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MIDLAND
Midland’s fourth quarter started
with the October 15th meeting featuring Ken Morgan, director of the TCU
Energy Institute, who presented “Our
Domestic Energy Future: A changing
Global Landscape.” His talk focused
on the changing energy landscape
with particular attention to the growing interest in developing new markets for abundant natural gas. Over
the last decade, the U.S. has clearly
emerged as “the” major shale-gas
country in the world. In fact, representatives from over fifteen countries
have visited the TCU Energy Institute
over the last year. The question continues to be: Will we use it more, sell it
globally or both and at what price? Dr.
Morgan presented a look at these scenarios, examined emerging markets,
and presented an outlook for the next
five to seven years for using more
natural gas, especially for transportation.
Dr. Ken Morgan obtained degrees in
geology, environmental engineering
and resource management before
starting his career as a professor at
TCU in 1978. In 1981, he started and
became director of the TCU Center for
Remote Sensing and Energy Research
for energy resource mapping. Dr.
Morgan has lectured extensively
throughout the U.S., Europe, Asia and
the Middle East about resource mapping, energy technology and emerging natural gas markets. In 2008, he
founded and became director of the
TCU Energy Institute and established
an advisory board of twenty-four
energy companies. Dr. Morgan is also
the director of TCU’s new School of
Geology, Energy and the Environment.
Ken has published numerous articles
on the potential use of domestic natural gas in the U.S. He currently chairs
the
“Texas
Metroplex
NGV
Consortium” of over 160 companies
and helped lead the successful legislation for the Texas NGV Transportation
Triangle, Texas Senate Bill SB-20. He
recently met with General Dempsey,
Chair, Joint Chiefs of Staff to discuss
using more domestic natural gas at
U.S. military installations. Ken also
enjoys driving a Honda GX-NGV to

At the November meeting from L to R are: Treasurer Fred Behnken,
Behnken Chapter Affiliate Amy
Hall, Texas Tech graduate student and SIPES Foundation scholarship recipient Dan Vecellio,
speaker and SIPES member Darryl James, and Chairman Randy Anderson.

help promote the use of clean burning
natural gas. Our October meeting
sponsor was Core Labs, represented
by Midland SIPES Chapter Affiliate
Amy Hall.
The November meeting set a multiyear attendance record for the Midland
Chapter with 118 members and guests.
Our speaker was Midland SIPES
Member A. Darryl James, #2259. His
talk was entitled “Horizontal Drilling
in the Hammer-Rock Tank Area in the
Northern Midland Basin.” Darryl’s
talk reviewed the mapping techniques
and shale-log petrophysics that led to
the discovery of the Hammer-Rock
Tank Area. This emerging unconventional play is located in the northeastern part of the Midland Basin near the
Howard/Borden County line. Three
rigs operated by Tall City Exploration
and Element are currently drilling
horizontal wells to delineate benches
in the upper Wolfcamp and Spraberry
shale.
James has forty-four years of managerial and geological experience in
petroleum exploration and production. He earned B.S. and M.S. degrees
in geology from Rutgers University.
James served in Vietnam as a combat
helicopter pilot before joining Exxon
Company, USA in New Orleans. He
was transferred to Exxon’s Midland
exploration office and later sent to
Stavanger, Norway to study the North

Sea Ekofisk Field. James subsequently
joined Southland Royalty Company
where he was promoted to district
geologist and district exploration
manager. Meridian Oil acquired
Southland Royalty and James then
became their regional vice president
exploration. James next took a position as president of M. L. Cass
Company and helped take the company public. He became an independent oil and gas consultant for several
years before joining Tall City
Exploration in August 2012 as vice
president exploration. Our November
meeting sponsor was EnergyNet, represented by Chris Atherton and
Lindsey Ballard.
On October 7, 2014, E. Gordon
Reigle, #2685, passed away; on
December 4, 2014, Leo Merle Denny,
Jr., #1380, passed away; on December
30, 2014, Gerald V. Mendenhall, #3099,
passed away. The Midland Chapter
also notes the passing of Frank
Edward Suttles on January 4, 2015.
Although he was not a SIPES Member,
he supported our chapter as a meeting
sponsor and was a friend and associate to many of our members.
Midland did not have a meeting in
December.
Roger Freidline
Secretary
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DALLAS
SIPES Dallas Members Don Muth,
#3083, with help from Robert Webster,
#3155, were the driving force behind
The 2014 Dallas E&P Forum which
was held on November 5, and cosponsored by the Dallas Chapter
SIPES, Dallas Section SPE, and Dallas
Geological Society, and hosted by the
SMU Cox Business School Maguire
Energy Institute. This year’s symposium theme was “New Trends
Increasing Production, The Shale Oil
Revolution.”
Amongst the great speakers we had
was Anas Alhajji, chief economist,
NGP Energy Capital Management,
whose talk was titled “The Economic
and Political Impact of the Shale Oil
and Gas Revolution in North
America.” Dr. Alhajji discussed how
the shale revolution is the single most
important challenge facing OPEC
since its creation, and how it has
already split OPEC into two halves
while threatening the strategic objectives of OPEC governments that were
designed to diversify their income
and achieve economic development.
He discussed how U.S. shale oil production has flipped the energy landscape upside down and changed the
direction of global trade in energy
sources and how U.S. LNG exports in
late 2015-2016 will accentuate these
trends, and that shale production has
accomplished in five years what U.S.
policy makers failed to do in the last
fifty years. Little did we know the
how soon “The Economic …Impact of
the Shale Oil and Gas Revolution in
North America” would affect oil prices so soon after Dr. Alhajji’s presentation.
Gary A. Simpson, senior petrophysical advisor with Hess Corporation in
Houston spoke on “Organic Shale
Petrophysics” and how the recognition of potential organic rich shale pay
intervals from subsurface logs of previously-drilled wells is the first step in
developing a resource play. He discussed how almost all of the known
productive North American shale

At the Christmas Party are (L to R) Hollie and Patricia Irvin,
Irvin James and Rosalie Henderson
and Don and Lois Gifford.

hydrocarbon sections have been previously encountered by industry
operators drilling for conventional
reservoirs. He said the question to
answer is, which “hot shale” sections
and intervals have economic potential? An extensive tool box of evaluation metrics including various subsurface logs, coring and petrophysical
evaluation techniques were presented
to quantify and qualify resource
potential of organic shales. A discussion also highlighted what attributes
such as geopressure and organic
maturity separate “good from poor”
shale reservoirs and the differences
between shale gas and shale oil reservoirs.
Jennifer L. Keefe, deputy general
counsel with FTS International in Fort
Worth, Texas presented the “Ethical
Considerations for the Shale Oil
Revolution.” Ms. Keefe discussed how
the oil and gas industry’s current
“shale oil boom” brings associated
liabilities to its participants including
engineers, geologists and investors.
Ms. Keefe also updated the forum participants on the latest legal developments of horizontal drilling in the
shale oil boom with practical tips on
how to follow our respective codes of
ethics in order to prevent lawsuits and
related problems with surface owners
and others.
At lunch, SIPES Dallas Member
David Shiels, #3171, presented the
SIPES Foundation’s Stephen E. Collins

Memorial Scholarship for 2014 to Ciel
Elizalde, a M.S. geology student at the
University of Texas at Arlington. Ciel
discussed his master’s thesis regarding how natural fractures are typically
unpredictable at the subsurface and
are critical aspects to recognize during
reservoir characterization, and how
he is studying underground coal
mines in the Appalachian Basin to
investigate the spatial distribution of
thrust faults. These thrust faults are
predictably related to bedding-plane
slip and contact geometry, and he
then uses numerical-mechanical modeling to simulate the process and
understand the spatial relationship
between subsurface stress perturbations and secondary fractures. The
integrated field and modeling
approach taken in his study will lead
to better understanding of natural
fracture distributions in oil shales.
Ciel recently interned for the U.S.
Geological Survey and researched
source and unconventional reservoir
rock characteristics of the deep downdip Tertiary of South Louisiana. His
career objectives are to apply his geology background into petroleum
exploration and help meet our world’s
growing energy demand. It was very
apparent to all in attendance that Ciel
is a worthy and deserving recipient of
the SIPES Foundation’s Stephen E.
Collins Memorial Scholarship for
2014.
(Continued)
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Because of Don’s hard work and
dedication to the event it was both a
continuing education and financial
success for Dallas SIPES Members.
Thanks to Neil Barman the year finished off “with a bang” in early
December with a wonderful Christmas
banquet and dancing at the Dallas
Petroleum Club. The food was exquisite as always, fine wine complemented the meal, and the Mike Drake Band
provided for dancing and ambience.
The Dallas officers for 2015 were
announced: John Stephens, chairman;

SAN ANTONIO
A smaller chapter, declining oil prices, work, life, it’s hard to keep up. San
Antonio's fourth quarter went by fast
and furiously. At our August 21 meeting we stepped into the new world of
unmanned aerial vehicles (UAV).
Robert Youens, president of Camera
Wings Aerial photography spoke on
UAV (drones) for use in the oil and
gas community, personal to commercial. Approximately 34 people were in
attendance.

Patrick Cox, vice chairman; Neil
Barman, secretary/treasurer and activities; Bill Crowder, membership; Don
Muth, continuing education; Doug
Essler and Terry O’Hare, national
directors. Thank you all for your willingness to serve!
Patrick Cox
Vice Chairman


Neil and Odilia Barman with David Shiels
(right) at the Christmas Party.

ogy gets smaller, UAV may soon be
able to carry payloads more directly
focused on oil finding. If you thought
the rules of trespass were confusing
for remote sensing, that’s nothing
compared to the confusion in UAV
use.
On September 18, our chapter
explored the the broader world of science and atmospheric research. We
were honored to have Forrest Mims III
speak at our luncheon meeting on his
twenty-five years of atmosphere monitoring in South Central Texas. One of
America’s foremost amateur scientists, Forrest has been published in
more than seventy magazines and
science journals, including Nature,
Scientific American, and Science to
name a few. Having consulted for
NASA and National Geographic,
Forrest is a genuis at independent
(privately funded) atmospheric
research. Forrest, who now lives in
Seguin, Texas, spends much of his

Robert Youens giving his talk on photo
grameritry, or drone surveilance for the oil
and gas industry.

Old school, surface and photo geology has evolved into satellites, Lidar
and drones. Robert gave a lively talk
on the emerging UAV use in industry.
Robert was kind enough to bring and
raffle off a mini UAV which Richard
Hargis, #1038, won.
While currently limited to surface
and topographic imaging, as the flying devices get stronger, and technol-

S t b guestt speaker
September
k Forrest
F
t Mims,
Mi
presenting his 25 years of atmospheric
monitoring.

Scott Pollard discussing scouting activity ffor
2014 at our November meeting.

time at the Mauna Loa Observatory in
Hawaii. Forrest gave an eye-opening
talk on his own research, and an alternate view of climatic change. Forty to
fifty guests were in attendance.
At our November 20th luncheon,
San Antonio’s own Scott Pollard,
#3332, gave his year-end scouting and
activity review for Texas RRC districts
1 through 4. While Scott showed us
limited excitement in the conventional
plays, his insight into the unconventional plays, especially the Eagle Ford
is always useful. To badly paraphase
Scott, “When you’re in the sweet spot
it can be very good.” Now at $45 a
barrel oil, who’s to say how good,
good is. Scott always draws a good
crowd of fifty plus people.
The San Antonio SIPES Chapter has
no December meeting, but instead has
a joint Christmas Dinner with the
South Texas Geologic Society at the
Petroelum Club.
Jerry Witte
Chairman
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OKLAHOMA CITY
The October luncheon meeting was
held on October 1 in the Petroleum
Club. Our speaker was Lance Ruffel,
founder of Lance Ruffel Oil & Gas
Company in Oklahoma City. Lance
told us about his experiences in drilling and developing old fields in
Oklahoma. The title of his talk was
“Rejuvenation of the Wewoka Oil
Field.” He showed us how the use of
old and new technologies can be used
today to increase production in some
of these old areas.
The November luncheon meeting
was held in the Petroleum Club on
November 5. Our speaker was Michael
W. Smith, #2670, a local SIPES member. His talk was titled “Baldy
Mountain, North Central New
Mexico.” Mike had excellent slides
and a presentation that kept the audience engaged. This study was developed over a period of years while
helping the geologic team at the

Philmont Scout Camp where Mike has
volunteered for many years. His discussion of the area's geology and history was most interesting.
The Oklahoma City Chapter does
not have a regular meeting in
December, but has a Christmas Party
instead. The party and dinner were
held in the Petroleum Club on
December 11. Members and guests
enjoyed the excellent food and camaraderie in a very festive atmosphere.
Live entertainment was provided by
Michael Kleid and his ‘A Touch of
Sax.” Playing both piano and saxophone, he kept the audience engaged
with both Christmas music and old
dance tunes. His imitation of the
Rolling Stones’ Mick Jagger was a particular favorite. It was a perfect way to
end the year.
Jim Franks
Chairman


Do You Have a Website?
The SIPES 2015-2016
Membership Directory will
be printed on DVD later this
year and mailed to all
members. If you have a
personal or company
website, please email this
information to the SIPES
Office in Dallas for
inclusion in the next
membership directory.
If you have other updated
information, you may also
send this, or use the form on
the SIPES Website —
www.sipes.org.

IN MEMORIAM
We regret to note the passing of the following members:
Ross E. Brannian,
#428
of Irving, Texas
who died on
November 28, 2014
Johnnie B. Brown, #488
of Midland, Texas
who died on
February 10, 2015
b
h
Eugene R. Brumbaugh,
#1783
of Pensacola, Florida
who died on
January 23, 2015
L. M. Denny, Jr., #1380
of Midland, Texas
who died on
December 4, 2014

James H. Echezabal,
#2042
of Covington, Louisiana
who died on
December 4, 2014

Richard A. Edmund,
#1670
of Houston, Texas
who died on
January 15, 2015

A. T. Green, Jr., #689
of Metairie, Louisiana
who died on
January 10, 2015

Gerald V. Mendenhall,
#3099
of Midland, Texas
who died on
December 30, 2014

Theodore N. Noel,
#1539
of Midland, Texas
who died on
February 8, 2015

Thomas L. Thompson,
#1872
of Boulder, Colorado
who died on
January 22, 2015
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FORT WORTH
The October meeting of the Fort
Worth SIPES Chapter was held at the
Petroleum Club of Fort Worth with 27
members and guests attending. John
Hogan and Carl Glaze, attorneys with
Jackson Walker LLP, presented
“Current Legal Issues in Oil and Gas
Exploration and Production.”
Hogan and Glaze individually and
together detailed current issues such
as the Chesapeake royalty owner’s
lawsuit, allocation wells, productionsharing agreements, and post production costs. They also discussed horizontal drilling issues including the
rights of royalty owners under a
pooled tract, depth segregations by
different formations, and also fracture
treatments remaining in or out of
zone. Questions were then solicited
and answered and the meeting was
adjourned.

Attorneys John Hogan (left) and Carl Glaze,
of Jackson Walker LLP, guest speakers at the
October meeting.

Our November meeting was held at
the Petroleum Club of Fort Worth
with 47 members and guests attending. G. Randy Keller, director,
Oklahoma Geological Survey, and
professor of geophysics at the
University of Oklahoma, presented
“The Ouachita Orogenic Belt: New

results, a synthesis, and global analogs.”
Mr. Keller first detailed a number of
theories concerning the original opening of the Ouachita system during
primarily Ordovician time by using
the paleogeographic reconstructions
of Ron Blakey and their relation to the
current large scale features of the
southern United States. One of the
newest findings is stratigraphic similarities between Argentina and southern North America that had not been
noticed before due to deep burial or
no one had imagined them. Mr. Keller
then detailed the actual thickness and
depth of the Ouachita trough and how
those two controlled the silica and
carbonate content earlier and then the
eventual overload of the siliciclastic
flysch deposits from the mountain
front to the east. The closing of the
(Continued)

SIPES Chapter Meeting Information
AUSTIN
Chairman:
Secretary:
Treasurer:
Meets:

Ward Davenport
TBA
Dwight Cassell
The County Line
(On the Hill)
1st Thursday

FORT WORTH

NEW ORLEANS

Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:

Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:

Wayne Hoskins
Dan Earl Duggan
John Tittl
Jay Moore
Fort Worth Petroleum Club
Variable dates

Louis Lemarie’
TBA
Art Johnson
Roy Walther
Andrea’s Restaurant
3rd Tuesday

CORPUS CHRISTI

HOUSTON

OKL AHOMA CITY

Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:

Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:

Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:

Brian Calhoun
Tony Hauglum
Dawn Bissell
Keith Baker
Town Club
Last Tuesday of month

DALL AS
Chairman:
V-Chrmn:
Secretary/
Treasurer:
Meets:

L AFAYETTE
John Stephens
Pat Cox
Neil Barman
Dallas Petroleum Club
3rd Tuesday

Chairman:
V-Chrmn:
Secretary/
Treasurer:
Meets:

Tom Poche'
TBA
TBA
Petroleum Club
2nd Wednesday

Jim Franks
Greg Riepl
Mike Pollok
Terry Hollrah
The Petroleum Club
Bank One Bldg., 35th Floor
1st Wednesday

SAN ANTONIO
Chairman: Jerry Witte
Co-V-Chrmn: Bill Bennett
Secretary: TBA
Treasurer: Tim McGovern
Meets:
Petroleum Club
3rd Thursday

MIDL AND

DENVER
Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:

Jay Moffitt
James Mertz
Russell Hamman
Bill Smith
Petroleum Club
3rd Thursday

Tom Stander
James Mullarkey
TBA
Mike Brondos
Wynkoop Brewing Co.
4th Thursday

Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:

Wendell Creech
Roger Freidline
Bill Mueller
Fred Behnken
Midland Country Club
3rd Wednesday
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trough and resultant thrust faulting
have been erased in many areas by
subsequent erosion and most of the
original topography must be reconstructed with current geophysical
techniques including gravity, magnetics, and ultra-deep seismic. Finally,
the Triassic faulting and creation of
the current Gulf of Mexico system
including deposition of the Jurassic
salt has made for more problems that
may be reconciled by studying sediments exposed by deep wells in areas
like the Sabine Uplift and northern
Mexico.
The December meeting had 26 members and guests attending. David
Tonner, director, Global Surface
Logging Systems, Weatherford
International, presented “Modern
Mudlogging Systems: Applications
and Interpretations.”
Mr. Tonner outlined the growth of

Weatherford recently and indicated
that the company is now second to
Schlumberger in size in worldwide
wellsite applications. This has happened through the acquisition of independents primarily, and includes
mudlogging, wellsite geologists, geochemical units, and overpressure consultants.
Much of the developments are in
response to PDC bits and oil-based
mud systems. They have utilized a
gas-permeable membrane that alleviates the loss of gas at the bell nipple
and throughout the mud stream. This
has allowed the gas stream to be split
into the C1-C5 components and
allowed Weatherford to predict the
productive capabilities of wells while
drilling.
John Tittl
Secretary

NEW ORLEANS

could actually accelerate land loss. At
present, the “Coastal Restoration
Industry” is actively promoting plans
that ignore subsidence.
Chris described the role of the oil
and gas industry as:

The October 21 luncheon was held
at Andrea’s Restaurant in Metairie
and featured a return visit from Chris
McLindon who spoke on “The Science
Behind the ‘Coastal Erosion Lawsuit.’”
Chris had spoken at the May dinner
meeting, and since then he has laid
out plans with the New Orleans
Geological Society for an atlas of surface faulting in South Louisiana.
Current lawsuits and plans for coastal
restoration are based on flawed geological models, based on the concept
of erosion (blamed on industry), rather than on the natural subsidence that
has been an element of land formation
and loss throughout the geologic history of Southeast Louisiana. The local
geological community is well aware of
the true science, but has not had an
adequate means of sharing this information with the public. The intent of
the atlas is to provide an accurate and
easily understandable set of displays
that will allow accurate science to be
readily disseminated.
In addition to the threat of lawsuits
against the industry, current plans for
coastal restoration will waste billions
of dollars on ineffective projects that



• Get the science right – land loss is
due to subsidence
• Deconstruct the Coastal
Erosion Model
• Employ the Industry knowledge base in coastal science
• Work to develop a scientifically accurate model
• Engage in research
• Make industry data available
to research institutions
• Fund academic research on
subsidence
• Promote public awareness
• Stop promoting the Coastal
Restoration Industry
• Take a leadership role in
responding to subsidence
• Work cooperatively with
other entities (like levee
boards) to study and plan
for the effects of subsidence
SIPES members at the luncheon
were very supportive of the work

SIPES DALLAS CHAPTER

Hill Country Field Trip
May 1 - 3, 2015
San Antonio, Texas

$275 per person
VISIT & SEE
- Enchanted Rock State Natural Area
- Creek-bed Exposure of the
Cambrian Hickory Sandstone
- Bending Branch Winery
For Additional Information
& Registration

Contact David Shiels, #3171
214.577.5987
david@shielsengineering.com
This trip is expected to be moderately strenuous
at times with some hiking involved.
Participants attend at their own risk.

Chris has been doing and there were
many offers of support for the atlas.
For the November 11th meeting, the
New Orleans Chapter participated in
the API Delta Chapter Joint Industry
Luncheon at the New Orleans
Roosevelt Hotel with twenty-three
other energy-related societies. The
keynote speaker was John Young, the
president of Louisiana’s Jefferson
Parish, and a candidate for lieutenant
governor. Young appeared to be
unaware of his audience as he began
his talk by telling them how great low
oil and gas prices are for Louisiana.
The majority of his talk covered conventional economic development
issues, but with statistics only through
2008. The final ten minutes were a
campaign speech. SIPES members in
attendance were generally unimpressed.
The December 16th luncheon was
our annual “Open Mike” meeting
where members were encouraged to
share whatever was on their minds.
Following several announcements
and lunch, the members shared
humor, news, and best wishes.
Art Johnson
Secretary
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HOUSTON
On October 16, Jim Allen, #1330,
chairman of Allen-Hoffman Exploration Company, and long-time SIPES
member, presented a rollicking talk
entitled “The Scramble to Drill Grass
Creek Anticline” for an apt group of
listeners at the Houston Chapter luncheon.
A “California to Wyoming” version
of rough and tumble Texas oil biz stories, Jim gave us a taste of what sensational tabloid stories may have resembled 100 years ago. His boisterous
story, dripping with intrigue, power
plays and the unpredictable force of
Mother Nature, was one juicy recount
of a series of events set in a place near
where he grew up: the story of hometown boys in a power struggle with
the big oil companies as fifty anticlines were identified in Big Horn
Basin, Wyoming. Jim regaled the
group with tales of land grabs, buffalo
hunts, livestock murders, womanizing, and gun clubs. The story was set
in the days when people could claim
land by simply driving four fence
posts into the ground, with an added
bonus, those fence posts might just
strike oil! If so, those lucky landowners had to keep a sharp eye out for
those claim-jumping sons of... pioneers. He gave us some insight into
the personalities of some of these
early oil tycoons and tyrants, including John McFadyen, who once climbed

October luncheon speaker Jim Allen.

all the way up a rig to fire a guy working at the top so that he would have to
climb down on his own nickel. We
heard about Mother Nature playing
dirty tricks, leaving some of the oilseekers literally high and dry, and
burning a rig down with a lightning
strike. And, as if listening to this saga
unfold weren't interesting enough,
Jim also shared lots of old photographs of the people, places, and
events surrounding the story. He
wrapped up by fast-forwarding from
these days on the verge of WWI all the
way to present day, when a new
round of drilling in Wyoming promises an exciting next chapter in the
history of Big Horn Basin. Thankfully,
the oil business is so civilized these
days!!
The Houston Board, through the
dedicated direction of Scott Daniel,
#3003, orchestrated a successful SIPES
Continuing Education Seminar which
was held on October 24. The seminar,
entitled “Geology in the Public
Interest” drew excellent speakers
from around the country.
Chairman Jory Pacht reported that
the Houston Independent School
District Magnet School Program has
contacted SIPES as they are interested
in our membership presenting talks
on energy to various high schools.
Technical Program Chair Gary Weir,
has briefed the board that great talks
are planned for 2015, but the Houston
SIPES Chapter remains committed to
identifying interesting talks for later
in the year.
On November 20, the Houston
SIPES Chapter was treated to a presentation by Gregg Robertson of First
Rock Inc. in Corpus Christi. The presentation was entitled “Changing
Paradigms
in
Unconventional
Resource Plays: It’s not Your
Grandfather’s South Texas Anymore.”
Mr. Robertson stands as one of the
creative forces behind the development of the massive Eagle Ford Shale
Play. This talk was a brief and thoughtprovoking call to action, as related to

HAPL President Joel Loshak (left) with
November guest speaker Gregg Robertson.

the moral obligations that we, as energy finders, producers and providers,
owe to the South Texas landscape and
those communities living within the
reach of the Eagle Ford Play.
Robertson underscored the importance of leaving a legacy of our presence to the populace of South Texas by
leaving it better than we found it and
when we do leave it, we must leave a
lasting reminder of our presence and
good fortune, rather than a Boomtownto-Bust-tumbleweeds-rolling-downthe-streets aftermath. How can this be
done? Supporting and developing
schools, educational programs and
workforce training programs, as well
as the development of housing and
community programs.
We must share the prosperity of the
Eagle Ford Shale with those communities around us. Many companies are
doing so, but a more inclusive and
thoughtful approach to an initiative of
community and social improvements
is key. In summary, and on a twist of
the quote by Don Fisher, co-founder
of The Gap, “Let’s do more than just
find oil!” (Gregg Robertson will be a
speaker at the 2015 SIPES Convention in
Deer Valley, Utah in June. See page 21).
On December 18, SIPES Honorary
Member and Past President John J.
Amoruso, #335, received the Houston
Chapter's Outstanding Independent
Award in recognition of his contributions to petroleum geology and the
(Continued)
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geological profession. His inspiring
career includes the discovery of a
giant field in the East Texas Basin after
eighty years of exploration as well as
extensive service to AAPG, AGI, HGS,
GCAGS and SIPES.
Richard (Rick) Fritz, of SM Energy
in Tulsa, Oklahoma gave a talk titled
“Culture of Greatness – The hunt for
unusual resources.” His central theme
covered the recent evolution from
conventional plays to unconventional
gas to liquid rich plays to the recent
crude price decline. The best of the

plays have been where the reservoir is
within the host rock such as the
Bakken, Eagle Ford and Wolfcamp, in
contrast to plays that require lateral
migration such as the Mississippian
carbonates of Oklahoma and Kansas.
Technological culture has evolved as
well in drilling, geology, geophysics
and production. This cultural shift has
also affected play concepts as well.
Conventional prospects are a top
down idea starting from the basin and
working to a trap, while the unconventional prospects begin at the
J h Amoruso
John
A
s (left)
(l ft) receiving
i i the
th Houston
H st
Chapter's 2014 Outstanding Independent
Award from Dick Bishop.

A the
At
h December
D
b meeting
i are (L to R):
R) Dan
D Smith,
S i h guest speaker
k Rick
Ri k Fritz,
F i and
d Scott
S
Daniel.

microscopic level and can grow to
include an entire basin.
From the board meeting, highlights
include the unveiling and growth of
the new Houston Chapter website.
Bonnie Milne-Andrews
2014 Secretary
and
Russell Hamman
2015 Secretary
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Register Early and Save!
Earlybird registration fees for the 2015 Convention are available
now! Details available on http://sipes.org/2015convention

Expires May 4!
CORPUS CHRISTI
Our October speaker was Dr. Flavius
C. Killebrew, president of Texas A&M
University-Corpus Christi (TAMUCC). Under his leadership, the university has achieved record enrollments
and, through expanded doctoral program offerings, achieved doctoral
research institution status.

Harte Research Institute, which is an
international data center for Gulf of
Mexico studies. The university’s iCore
lab is corroborating with Google Glass
and developing brain-controlled
robots. The Plasma Engineering
Research Lab is working with “cold
plasma” to treat cancer, sterilize food
and hospital surfaces, applying the
technology in medicine, biomedical,
materials processing, industrial, environmental, nano-technology applications.
Thirty-eight undergraduate degrees
and 48 graduate degrees, including
several Ph.D. programs are offered by
TAMU-CC. Some of the newer programs are a Ph.D. in geospatial computing and a doctorate in nursing,
expected in 2015. The university’s first

O t b guestt speaker
October
k Flavius
Fl i Kill
Killebrew
b
(left) holding a copy of Wooden Rigs, Iron
Men: The Story of Oil and Gas in South
Texas with Chapter Chairman Brian
Calhoun.

The university’s vision is to become
an emerging research university with
an unparalleled commitment to every
student’s success, closing gaps and
delivering a robust campus experience.
The handful of institutions that have
emerging research status cannot fulfill
the growing demand for education
and research in Texas. As TAMU-CC
becomes an emerging research institution, South Texas will become a contender in the high-paying, innovative
fields of the future.
The university is host to an isotope
core lab, genomics core lab, and The

At th
the Christmas
Ch i t
PParty
t are (L tto R) host
h t and
d
past chapter chairman David Desenberg,
Wayne Croft, and Brian Calhoun.

undergraduate engineering degree
was a bachelor’s in mechanical engineering. Having the mechanical engineering degree was an important factor in the university being named by
the FAA as one of six test sites for the
integration of Unmanned Aerial
Systems in the national air space.

D id D
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Desenberg
b
and
d Li
Linda
d Ph
Phelps
l att th
the
Christmas Party.

The university has established a successful business incubator, the Coastal
Bend Business Innovation Center and
the Economic Development Center,
which is dedicated to supporting and
advancing sustainable economic and
community development in South
Texas.
Due to the holidays, there were no
technical meetings in November and
December. Our annual Christmas
party was hosted by David and Lori
Desenberg.
Linda Phelps has provided invaluable service to our local chapter for
many years. We recognize her efforts
and thank her for her excellent service. Linda has moved to Midland
and we wish her all the best in her
new adventures!
Officers for 2015 are: Brian Calhoun,
chairman; Tony Hauglum, vice chairman; Dawn Bissell. Secretary; Keith
Baker,
treasurer;
and
David
Desenberg, past chairman. Pat Nye
will serve as our SIPES National
Representative.
Dawn Bissell
Secretary
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WELCOME NEW MEMBERS
In accordance with the SIPES Constitution, By-Laws & Code of Ethics, the following announcement of
new members unanimously approved by the SIPES Membership Committee during the last quarter is printed below.
Any member in possession of information which might possibly disqualify an applicant is asked to submit this information to the secretary of the society (Douglas H. McGinness II) within thirty days of this publication. To be considered, this information should be in writing and bear the writer's name. If this information is received within thirty days after the publication of the applicant's name, the SIPES Board of Directors
must reconsider its previous approval of the applicant. The board's action, after consideration of such new
information, shall be final.
D. Craig Smith, National Membership Committee

SIPESNo.

Name

Chapter

Sponsors

LTD

MarkJ.Gallagher

Dallas

ReciprocalDPA

3407

CharlesS.Beach

Midland

D.Becker

3408

JohnW.Marks

Houston

ReciprocalDPA

3410

RalphW.Ezelle,Jr.

NewOrleans

3411

GaryW.Hart

3412

W.Creech

D.Overton

I.Prentice

A.Cerniglia

W.Furlong

OklahomaCity

S.Howery

T.Hollrah

R.Wilkinson

RobertJ.Ardell

Houston

D.Bishop

J.Allen

P.Strunk

3413

HinesAustin

Lafayette

B.Finley

A.Vodicka

K.Munson

Jr.

AndrewJ.Nelson

Midland

F.Behnken

R.Anderson

M.Oestmann

LTD

R.GeoffIce

FortWorth

B.Moulton

W.Hoskins

D.Duggan
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SIPES 2015 Convention Technical Program Speakers
June 15-18  Deer Valley, Utah
Speakers and Schedule are Subject to Change

Tuesday, June 16
8:30-9:00 a.m. — Lee T. Billingsley,
SIPES Limited Member — Abraxas Petroleum

"Eagle Ford Development Case Study
Utilizing 3D Seismic in a Structurally
Complex Area, Atascosa County, Texas"
9:00-9:30 a.m. — Gregg Robertson —
First Rock, Inc.

"The Discovery of the Eagle Ford Shale:
Changing Paradigms in Unconventional
Resource Plays"
9:30-10:00 a.m. — Keith Skaar —
Element Petroleum, LP

"Applying Fundamentals '101' of
Unconventional Shale Production
to the Exploration and Development
of the Wolfcamp 'A,' Wolfcamp 'B,'
and Lower Spraberry Shale — A Case Study"
10:00-10:15 a.m. — Break
10:15-10:45 a.m. — Thomas E. Ewing, #1610 —
Frontera Exploration Consultants

"Finding New Oil and Gas Reserves in an Old
Field: Case Study from Wharton County,
Texas"
10:45-11:15 a.m. — Frank S. Vincent —
Upstart Exploration

"Shallow Oil 'Re-Discovery' at Washington
Field (South-Central Louisiana): New Life
from Abandoned, Thin, Multi-Pay, Mid-Frio
Zones"
11:15-11:45 a.m. — Timothy J. Bennett, #3174
— Orbit Energy, Inc.

"Foundered Shelf Edges — Seismic Expression
of a Frio Example, Louisiana"
1:30-2:00 p.m. — Thomas C. Chidsey, Jr. —
Utah Geological Survey

"Oil and Gas in Utah: Major Plays,
Drilling Activity, and New Potential"
2:00-2:30 p.m. — Constance N. Knight, #3089
— Independent

"The Paleozoic Minturn Formation of
Northwest Colorado — A 'New' Exploration
Frontier"

2:30-3:00 p.m. — Andrew R. Scott —
Altuda Energy Corp.

"Proterozoic Dogmas Revisited: Exploration
Potential for Proterozoic Systems"
3:00-3:15 p.m. — Break
3:15-3:45 p.m. — Michael J. Nasi —
Attorney at Law — Jackson Walker LLP
"EPA's Greenhouse Gas (GHG) Regulatory
Programs Targeting Fossil Fuels"
3:45-4:15 p.m. — Andrew W. Stone —
American Ground Water Trust

"'We Are As Seen by Others' — Public
Perception of Environmental Issues Related
to Oil and Gas Development"
4:15-5:15 p.m. — Don Clarke —
AAPG Ethics Lecturer
Ethics Course — "Hydraulic Fracturing
and Earthquakes: Ethically, How Do We
Move Forward and Do the Right Thing?"

Wednesday, June 17
8:30-9:00 a.m. — Kenneth E. Williams —
Halliburton

"The Use of Barostratigraphy for the Analysis
of Pressure Compartments and Prospect
Risking"
9:00-9:30 a.m. — Mark Nibbelink —
Drillinginfo, Inc.

"Big Data — Leveling the Playing Field for
Prospect Generators — Once Again . . ."
9:30-10:00 a.m. — Laura Capper —
CAP Resources

"2015 Market Realities: Water Management
Insights and Actionable Strategies for Oil
and Gas Operations"
10:00-10:15 a.m. — Break
10:15-10:45 a.m. — Michael A. Oestmann,
#3291 — Tall City Exploration, LLC
“'Owners of Oil' — Their Exploration
and Discovery of a Vision"
10:45-11:45 a.m. — Ron A. Harris —
Brigham Young University

"The Greatest Story Ever Told by 20 Miles
of Rock: Geological Chronicles of the Central
Wasatch Range"
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West Texas Intermediate (WTI) closed on Friday, 9
January at USD 48.21/bbl, below its former technical support level of USD 49.50/bbl. With no meaningful improvement in fundamentals in sight, we believe WTI could continue to move lower. The next support level for WTI is USD
38-42/bbl.
We maintain our view that fundamental weakness in the
oil markets is predominantly an oversupply issue, and that
through a moderation in global supply growth, oil prices
will stabilize.

How will we know when the downside
risk has passed?
Recently, bearish trends have not been confined to the
supply side. Demand growth expectations have been
trending down. At the least, global demand expectations
need to stabilize. As for supply, we want to see well-established trends indicating moderation in production growth.
At the moment, we appear to have a long way to go.
• Demand. As we know, oil production growth must be
curtailed. But each negative revision in the global oil
demand estimate raises the bar in terms of how much supply must be eliminated to bring the markets back into balance. We could continue to see negative demand revisions
in the coming weeks.
• Supply. While we track several datapoints, we will use
the oil rig count to illustrate our thought process. Based on
what we know today, we estimate that the US oil rig count
must fall by approximately 650 from September 30, 2014
levels in order to generate a meaningful and adequate
decline in the rate of production growth in the US. Since
September 30, 2014, the oil rig count has fallen by 171 (See
Figure 1 on Page 1), indicating we are 25% of the way there
(over a 3+ month period). We will not wait for the rig count
to trough before we become more constructive on the sector. However, the indicators must be at least 50% of where
we think they need to be in order for us to gain confidence
that the trends are underway.
Note that our views on the fundamentals and the target
indicator levels are subject to change as market conditions
evolve.
The Watch continues. Fully acknowledging that the global
oil market's problems will not be resolved in a short period
of time, we provide the latest oil market news and data
points.
Conclusions from the past two weeks' data
The one bright spot this week was the sharp decline in the
US oil rig count. However, it is becoming increasingly evident that it will be difficult to pinpoint exactly what it will
take in terms of capex budget and rig count reductions in
order to curtail production growth. Despite all our analysis
on break-even costs, productivity per rig, and an array of
other data, it is easy to underestimate the contributions
from the current backlog of uncompleted wells, reduced
services costs, efficiency gains, as well as the tenacity of US
operators. While the data does indicate slower US oil pro-

duction growth in 2015, particularly among the fastestgrowing mid- and small-cap exploration & production
companies, company guidance for this year suggests that
overall growth reductions may not be adequate to calm the
market.

Oil market data and news –
week ending 9 January
West Texas Intermediate crude closed the week at USD
48.21/bbl, down USD 5.50/bbl from the start of the year.
Brent closed at USD 50.11/bbl, down USD 7.44/bbl in the
year to date.
US oil production
The Energy Information Agency reported that US oil
inventories decreased by 4.8 million barrels in the last two
weeks, a modestly larger draw than the average 3.9 million
barrel decline seen in the same period over the last ten
years. US oil production has been stable at 9.13 million b/d.
Work typically slows in the oilfields around the holidays.
Baker Hughes rig count
Baker Hughes reported the US rig count fell by 90 in the
past two weeks to 1,750. Oil rigs fell by 78. By basin, the
largest changes in the oil rig count: Permian Basin (-32) the
Bakken (-7), and "Other" (non-major basins) (-24). This represents an acceleration of the decline rate from previous
weeks.
US company updates
Below is a summary of an analysis by the UBS investment
bank of the announced 2015 capex budgets thus far. In
total, 2015 budget cuts for exploration & production companies average 27.5% versus 2014.
• Large cap exploration & production. Thus far, in a
universe of 11 large-cap exploration & production companies, two have announced 2015 budgets, indicating an
average capex cut of 19% versus 2014.
• Small and mid-cap oil producers. Twelve of 25
small and mid-cap oil-oriented names have announced
2015 budgets indicating an average decline of 34% in
spending from 2014.
Budgets could be revised lower if oil prices remain at current levels. That said, the above data suggests that oil production for the large cap names will rise at a similar or
greater pace in 2015 versus 2014. The small and mid-cap
exploration & production companies would see a lower
rate of production growth versus a year ago, but we expect
growth for those in the core plays to remain robust.
As a reference, mid-cap Concho Resources (Permian producer) announced a budget reduction of 33% for 2015 (to
USD 2 billion). It will reduce its rig count by 27%. Concho
projects its 2015 production growth at 20%, down from
approximately 33% in 2014. For the industry, efficiency
gains are most pronounced in the Permian as operations
are less mature than the Bakken or Eagle Ford.
(Continued)
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Overall, the reduction in production growth appears
modest if these capex trends hold.
CIO WM Research analysts discuss their published
views in postings to the UBS Wealth Management Americas
Intellectual Capital Blog (the “Blog”), an internal UBS
communication. In this publication, CIO WM Research
will make certain of its Blog posts available for client distribution by UBS Financial Services financial advisors.
Please note that updates to existing CIO WM Research
analyst views are never first expressed in the Blog. Rather,
all updates can be found in the applicable section of the
Online Services Research website that corresponds to the
Blog post's topic.
This report has been prepared by UBS Financial Services
Inc. (UBS FS). Please see important disclaimers and disclosures that begin below.

Disclaimer
Chief Investment Office (CIO) Wealth Management
(WM) Research is published by UBS Wealth Management
and UBS Wealth Management Americas, Business
Divisions of UBS AG (UBS) or an affiliate thereof. CIO WM
Research reports published outside the US are branded as
Chief Investment Office WM. In certain countries UBS AG
is referred to as UBS SA. This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other
specific product. The analysis contained herein does not
constitute a personal recommendation or take into account
the particular investment objectives, investment strategies,
financial situation and needs of any specific recipient. It is
based on numerous assumptions. Different assumptions
could result in materially different results. We recommend
that you obtain financial and/or tax advice as to the implications (including tax) of investing in the manner described
or in any of the products mentioned herein. Certain services and products are subject to legal restrictions and
cannot be offered worldwide on an unrestricted basis and/
or may not be eligible for sale to all investors. All information and opinions expressed in this document were
obtained from sources believed to be reliable and in good
faith, but no representation or warranty, express or
implied, is made as to its accuracy or completeness (other
than disclosures relating to UBS and its affiliates). All
information and opinions as well as any prices indicated
are current only as of the date of this report, and are subject to change without notice. Opinions expressed herein
may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of using different
assumptions and/or criteria. At any time, investment decisions (including whether to buy, sell or hold securities)
made by UBS AG, its affiliates, subsidiaries and employees
may differ from or be contrary to the opinions expressed
in UBS research publications. Some investments may not
be readily realizable since the market in the securities is
illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to

quantify. UBS relies on information barriers to control the
flow of information contained in one or more areas within
UBS, into other areas, units, divisions or affiliates of UBS.
Futures and options trading is considered risky. Past performance of an investment is no guarantee for its future
performance. Some investments may be subject to sudden
and large falls in value and on realization you may receive
back less than you invested or may be required to pay
more. Changes in FX rates may have an adverse effect on
the price, value or income of an investment. This report is
for distribution only under such circumstances as may be
permitted by applicable law.
Distributed to US persons by UBS Financial Services Inc.,
a subsidiary of UBS AG. UBS Securities LLC is a subsidiary
of UBS AG and an affiliate of UBS Financial Services Inc.
UBS Financial Services Inc. accepts responsibility for the
content of a report prepared by a non-US affiliate when it
distributes reports to US persons. All transactions by a US
person in the securities mentioned in this report should be
effected through a US-registered broker dealer affiliated
with UBS, and not through a non-US affiliate. The contents
of this report have not been and will not be approved by
any securities or investment authority in the United States
or elsewhere.
UBS specifically prohibits the redistribution or reproduction of this material in whole or in part without the prior
written permission of UBS and UBS accepts no liability
whatsoever for the actions of third parties in this respect.
Version as per May 2014.
© UBS 2015. The key symbol and UBS are among the
registered and unregistered trademarks of UBS. All rights
reserved.
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Larry D. Bartell, #2526, of Houston, Texas is general
chairman of the 2015 GCAGS Convention being held in
Houston, Texas from September 20-22, 2015. Corpus
Christi Chapter Secretary Dawn S. Bissell, #3095, is the
general chairman of the 2016 GCAGS Meeting being held
in Corpus Christi from September 17-20, 2016.
Past SIPES Foundation President Paul W. Britt, #2249, of
Houston, Texas is a candidate for president-elect of AAPG.
Ballots will be mailed to AAPG Members in April.
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Kenneth J. Huffman, #2936, of New Orleans, Louisiana
will receive the 2015 SIPES Outstanding Service Award at
the 52nd Annual Meeting and 2015 Convention in Deer
Valley, Utah to honor his long history of service to SIPES
and the SIPES Foundation. He will be recognized at the
awards banquet on Tuesday, June 16, 2015.
Deborah K. Sacrey, #1271, of Houston, Texas is the
president-elect of the Houston Geological Society; she
served as SIPES President in 2000-2001.
Charles A. Sternbach, #3006, of Houston, Texas is the
current GCAGS President.
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The SIPES Foundation Board of Directors has announced
new officers and directors for 2015-2016. Howard E.
Davenport, #2694, of Austin, Texas will serve as president.
William R. Finley, #2167, of Lafayette, Louisiana will
serve as vice president. Patrick A. Nye, #3105, of Corpus
Christi, Texas will serve as secretary, and Michael A.
Fogarty, #1720, of New Orleans, Louisiana will serve as
treasurer.
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D. Craig Smith, #3124, of Midland, Texas has been
elected SIPES President for 2015-2016. Other officers are
Vice President Douglas H. McGinness II, #1964, of
Wichita, Kansas; Vice President of National Energy Patrick
A. Nye, #3105, of Corpus Christi, Secretary Michael L.
Jones, #3183, of Houston, and Treasurer R. David Shiels,
#3171 of Dallas, Texas.
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Continuing on the SIPES Board of Directors are Donna
F. Balin, #2606, of San Antonio, Howard E. Davenport,
#2694, of Austin, Texas; Michael A. Fogarty, #1720, of New
Orleans, Louisiana, and C. Al Taylor, Jr., #2946, of Reston,
Virginia. New SIPES Directors include Gary C. Huber,
#3134, of Denver, Colorado; John E. Kimberly, #1430, M.
Robin Vasicek, #2354, of Midland, Carol M. Shiels, #3007,
and R. David Shiels, #3171, of Dallas, Texas; and Kirk C.
Kolar, #3343 of Oklahoma City, Oklahoma.
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Returning SIPES Foundation Directors for 2015-2016 are
Ralph J. Daigle, #2467, of Houston, Texas; Douglas H.
McGinness II, #1964, of Wichita, Kansas, and D. Craig
Smith, #3124, of Midland, Texas. New SIPES Foundation
Directors for 2015-2016 are Gary C. Huber, #3134, of
Denver, Colorado; Kirk C. Kolar, #3343, of Oklahoma
City, Oklahoma, and R. David Shiels, #3171, of Dallas,
Texas.


24 _____________________________________________________________________________ SIPES QUARTERLY

SIPES 2015 Convention Tours
June 15-18



Tuesday, June 16

Deer Valley, Utah
Wednesday, June 17

Stewart Falls Hiking
Excursion

Mountain Biking
Excursion

9:00 a.m. - 12:30 p.m.
$100.00 per person
($150.00 after 5/4/15)

9:00 a.m. - 12:00 noon
$125.00 per person
($175.00 after 5/4/15)

Salt Lake City, Temple
Square & Great Salt
Lake Tour

Heber Valley
Railway Excursion
10:00 a.m. - 3:00 p.m.
$125.00 per person
($175.00 after 5/4/15)

10:00 a.m. - 3:00 p.m.
$150.00 per person
($200.00 after 5/4/15)

Utah Olympic Park Tour

Sundance Resort
Tour

10:30 a.m. - 2:30 p.m.
$90.00 per person
($140.00 after 5/4/15)

Park City Culinary Tour
12:30 - 3:30 p.m.
$90.00 per person
($140.00 after 5/4/15)

12:30 - 4:30 p.m.
$125.00 per person
($175.00 after 5/4/15)

Utah Fishing Expedition
12:30 - 5:00 p.m.
$250.00 per person
($300.00 after 5/4/15)

River Rafting on the
Provo River
1:30 - 5:00 p.m.
$125.00 per person
($175.00 after 5/4/15)

Guided Mountain Hike
1:30 - 4:30 p.m.
$125.00 per person
($175.00 after 5/4/15)

Park City Horseback Riding
1:30 - 4:00 p.m.
$150.00 per person
($200.00 after 5/4/15)

Mountain Biking Excursion
1:30 - 4:30 p.m.
$125.00 per person
($175.00 after 5/4/15)

Natural History Museum of Utah Tour
1:30 - 5:00 p.m.
$90.00 per person
($140.00 after 5/4/15)
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$3,000 - $3,999
SIPES Midland Chapter
Scholarship Endowment Fund


$2,000 - $2,999
David A. Eyler
In memory of M. Donald McGregor
& John E. Scherer

Kenneth J. Huffman
Scholarship Endowment Fund

George W. Todd

$400 - $499
C. Ray Scurlock
John C. Worley
In memory of Bruce W. Fields

Richard H. Sams
In memory of Al Wadsworth
& James O. Lewis

Jeffry A. Smith



Scholarship Endowment Fund
In memory of John E. Scherer
& L. M. Denny

$300 - $399

William M. Smith

Louis C. Bortz
James M. Grubb

(Houston)
Scholarship Endowment Fund

C. Al Taylor, Jr.

In memory of Ross E. Davis, Jr.
& Hardtner L. Coon

Scholarship Endowment Fund

Larry J. Rairden

Richard W. Thompson, Jr.

Scholarship Endowment Fund

Scholarship Endowment Fund





Stephen E. Collins Memorial
Scholarship Fund

$200 - $299

Gene Van Dyke
Michael R. Vasicek

$1,000 - $1,999
Thornton E. Anderson
William C. Burkett

Robert W. Anderson
Fred H. Behnken

Scholarship Endowment Fund

Scholarship Endowment Fund

Marshall C. Crouch III

James B. Bennett

Scholarship Endowment Fund

Marvolene Speed Bennett &
Carleton D. Speed, Jr. Fund in honor of
Donald C. Gifford & Diane M. Finstrom

Ralph J. Daigle
Earl E. Gaertner
In memory of Kenneth O. Seewald,
Richard W. Stump,
G. Pat Bolden, Robert M. Grace
& John E. Scherer

Dennis M. Gleason
Walter S. Light, Jr.
Scholarship Endowment Fund

Douglas H. McGinness II
John P. Moffitt
Scholarship Endowment Fund

Thomas A. Smith
Larry R. Wollschlager
Marvolene Speed Bennett &
Carleton D. Speed, Jr. Fund

Mark A. Worthey
Scholarship Endowment Fund


$500 - $599
Robert M. Boling
Henry R. Hamman
Donald R. Hembre
Christophe G. Mazzini
Scholarship Endowment Fund
in memory of Charles C. Mazzini

Patrick A. Nye
Michael A. Pollok
A. Scott Ritchie
Deborah K. Sacrey
In memory of Al Wadsworth

Robert M. Wynne, Jr.


Garnet W. Brock
Glenn P. Burke
Scholarship Endowment Fund

George M. Carlstrom
Jack C. Cartwright
In memory of John E. Scherer

James R. Cleveland
Rex D. Coppedge
Edward K. David
In honor of A. T. Carleton, Jr.

Lawrence H. Davis
Marlan W. Downey
Cliff J. Fontenot

In memory of Victor F. Vasicek
& Jack G. Elam

Gerrit Wind
James M. Zotkiewicz
Scholarship Endowment Fund


$100 - $199
Norman K. Barker
Alvin Bellaire, Jr.
Dawn W. Bissell
Raymond N. Blackhall
Foy W. Boyd, Jr.
Robert E. Boyer

Wayne D. Miller
James F. O’Connell
Charles A. O’Niell III
Scholarship Endowment Fund

Russell L. Oxsen
H. Rudy Parkison
Scholarship Endowment Fund

H. W. Peace II
Hugh C. Pendery
Edward B. Picou, Jr.
Robert E. Pledger
In memory of Edgar B. Krider

David M. Pulling
Cecil R. Rives
C. Randall Schott
Vinton H. Sholl
Daniel L. Smith
Joe H. Smith
Scholarship Endowment Fund
in memory of Carl M. Padgett

Robert L. Smith
Stephen A. Sonnenberg
In memory of Frank P. Sonnenberg

Harry P. Trivedi
C. G. Tyner
Scholarship Endowment Fund

Scholarship Endowment Fund

William F. von Drehle
John R. von Netzer
William A. Walker, Jr.
Robert W. Waring*
Douglas B. Watkins
H. Vaughan Watkins, Jr.
William G. Watson

Scholarship Endowment Fund

John M. Bunch
Scholarship Endowment Fund

James S. Classen

Scholarship Endowment Fund

Robert D. Cowdery

Edward A. McCullough Endowed Fund
in memory of Robert N. Watson

In memory of John E. Scherer

Roger A. Freidline
Jack S. Griggs

James W. Denny III
Rebecca L. Dodge
Duncan D. Dubroff
Douglas R. Essler
James P. Evans III
Thomas E. Ewing
Peter G. Gray
C. Clyde Hamblin*
Paul A. Hardwick
Scott G. Heape
Bill E. Hogenson

Robert E. Webster
Richard Wilkerson
Richard O. Williams
I. Wayne Woolsey
George D. Zimmerman

Scholarship Endowment Fund

Robert D. Gunn
Edward F. Haye
Larry L. Jones
Ralph O. Kehle
Robert C. Leibrock
Marc D. Maddox
In memory of Richard Grice

Donald J. Malone
Bonnie L. Milne-Andrews
In memory of Geneos Cokinos

Lee M. Petersen
Julius M. Ridgway
Stephen R. Robichaud
In memory of Joe Keffler

Scholarship Endowment Fund

Alfred James III
Charlie J. Kosarek
William E. LaRoche
Richard R. Lindsly
Louis J. Mazzullo
Sally J. Meader-Roberts



$50 - $99
A. T. Carleton, Jr.
Robert A. Cooksey
Jene C. Darmstetter
Jerry B. Davis
Scholarship Endowment Fund

Merle J. Duplantis
Charles Ebrom
In memory of M. Donald McGregor

Arlen L. Edgar
In memory of L. M. Denny, Jr.,
Don D. Matson & John E. Scherer

(Continued)
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Monty Gist
David R. Grogan
William S. Grubb
William R. Guffey
Andrew Harper
B. Wayne Hoskins
George R. Jones
Pete J. Klentos
James O. Lance, Jr.
Bill Layton

Wayne Lebsack
Jack P. Martin
Robert W. Maxwell, Jr.
Patrick H. McKinney
Eric L. Michaelson
In memory of L. H. Michaelson

Jim P. Miller
Robert J. Moffatt, Jr.
Marvin A. Munchrath
Donald P. Olive

Elwin M. Peacock
David B. Roberts
W. Mark Rush
Clifford H. Sherrod, Jr.
Robert C. Shoup
Tiffany M. Stephens
Scholarship Endowment Fund

John W. Stewart
Scholarship Endowment Fund

Louis O. Vidrine
William P. Wilbert
Ralph O. Wilson II
Marvolene Speed Bennett &
Carleton D. Speed, Jr. Fund

Rosilee Winn
Scholarship Endowment Fund

Michael R. Wisda
Scholarship Endowment Fund

Jack M. Thorson
Arthur H. Trowbridge

* Deceased


The SIPES Foundation gratefully accepts all donations and acknowledges these contributions with a letter.
Due to limited space in the newsletter, we are unable to list gifts under $50.

SIPES Foundation
Earth Science Scholarships
Don’t forget to tell your favorite university earth science or
engineering department about the SIPES Foundation Earth
Science Scholarship Program!
Awards begin at $2,000. Applications are accepted from
students who are:
• currently-enrolled in an upper-division or graduate school
• majoring in a ﬁeld of earth science or engineering
• U.S. Citizens
• maintaining a current overall GPA of 3.5 or higher
Three letters of recommendation should be submitted to
support the application.
Deadline date is July 31, 2015.

Application forms are available online at
http://sipes.org/2015scholarship
MARCH 2015_________________________________________________________________________________ 27

Return to:
SIPES
4925 Greenville Avenue, Suite 1106
Dallas, Texas 75206-4019

PRESORTED STANDARD
US POSTAGE
PAID
DALLAS, TX
PERMIT NO. 1300

ADDRESS SERVICE REQUESTED

President......................................... Ralph J. Daigle ...............................................Houston, Texas

2014-2015
SIPES
Officers

Vice-President ................................. D. Craig Smith................................................Midland, Texas
Vice-President of
National Energy ........................... George M. Carlstrom .................................Denver, Colorado
Secretary ........................................ Douglas H. McGinness II .............................. Wichita, Kansas
Treasurer ........................................ Michael A. Fogarty............................ New Orleans, Louisiana

Donna F. Balin ................................................................................................ San Antonio, Texas
Howard E. Davenport ............................................................................................... Austin, Texas
Douglas R. Essler .....................................................................................................Dallas, Texas
William R. Finley ............................................................................................ Lafayette, Louisiana

SIPES
Directors

Michael L. Jones ...................................................................................................Houston, Texas
John E. Kimberly ...................................................................................................Midland, Texas
Kirk C. Kolar.......................................................................................Oklahoma City, Oklahoma
Jeffrey W. Lund......................................................................................................Houston, Texas
Patrick A. Nye .............................................................................................. Corpus Christi, Texas
Terence G. O'Hare ...................................................................................................Dallas, Texas
C. Al Taylor, Jr...................................................................................................... Reston, Virginia

SIPES Vision Statement

To be the pre-eminent organization for furthering
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