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Abstract
Re-imposing Iranian sanctions on
November 5, 2018 will have lasting political
and economic effects for many years. One of
the effects that will not happen is the world
abandoning the U.S. dollar as the world’s
major reserve currency for another currency
or for a petro-yuan. The dollar will remain
the world’s major currency well into the
future due to the inability of China, the EU
and others to provide liquidity and stability
in a reserve currency necessary to succeed
the dollar.

The Sanctions
On May 8, 2018, President Trump delivered his decision to cease U.S. participation
in the Joint Comprehensive Plan of Action
( JCPOA) by re-imposing sanctions lifted
under the JCPOA and directing the U.S.
Department of the Treasury and other
departments/agencies to implement necessary actions to enforce his decision.
Executive Order 13846 issued on August 6,
has sanctions fully activated on November
5, 2018. Sanctions are on: “the purchase or
acquisition of U.S. dollar banknotes by the
Government of Iran, Iran’s trade in gold or
(Continued on Page 16)
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Greetings Folks,
It’s starting to feel like fall. Hopefully the
humidity will have moved on and we’ll have
puffy fall clouds by the time you read this
Quarterly. Your board is working diligently to
make this a great year. The SIPES 2019
Convention will be at the renowned Stanley
Hotel in Estes Park, Colorado on June 3-6.
The title, “The Sphere of Independence:
Sharing Successful Strategies,” indicates
that SIPES Members will be networking and
learning from each other. The venue is located near the gateway to Rocky Mountain
National Park with the Denver Chapter and
SIPES National co-hosting the event.

The Sphere of Independence:
Sharing Successful Strategies
SIPES 56 th Annual Meeting
& 2019 Convention
June 3-6
The Stanley Hotel

Estes Park, Colorado
Our National SIPES Board meets four
times a year, including at the convention. In
keeping with the times and recognizing people’s precious time, two of our meetings are
online through SIPES’ Go-To Meeting® subscription. We have just had our October
board meeting in Houston and attended the
Chapter’s October 18 luncheon at the
Petroleum Club. The Houston Chapter will
(Continued on Page 7)

National, State & Environmental Information
The following report on national energy was prepared by Vice
President of National Energy Dawn S. Bissell, #3095. The state
legislative information is from the TBPG website. The environmental report was prepared by R. David Shiels, #3171. 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.

 NATIONAL ENERGY
This is a summary of data gathered from
the following main sources: The Wall Street
Journal; U.S. Energy Information Administration; DNV GL; GCAGS 2018 Convention;
Bureau of Economic Geology presentations.
Global Look
The GCAGS Convention was held in
Shreveport, Louisiana on September 29
Dawn Bi
D
Bissellll
through October 2. It was an excellent technical meeting, and both luncheon speakers touched on the
global situation of exploration and investment. John Dribus of
Schlumberger talked about his top 10 worldwide passive margin exploration areas. Those closer to home are: areas in eastern Canada, Mexico’s Gulf of Mexico, and offshore Brazil.
Elsewhere, China and Saudi Arabia are investing billions of
dollars in leases around the world.
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At the same conference, Jeff Jones, with Quantum Energy
Partners, spoke at the DPA luncheon. He quoted Scott Tinker
from the AAPG Super Basin Conference in May of 2018.
 “Natural gas will grow as the primary fuel for the 21st
century and shale will play a major role in this.”
 “Energy underpins economies and is required to lift
nations from poverty.”
According to EIA, in 2017 the United States consumed 97.7
quadrillion BTUs of energy. Oil and natural gas provided 66%
of those BTUs. Coal supplied another 14%. The rest was supplied by nuclear and renewable sources. DNV GL projects
global demand will peak in 2030; but will decrease by 2050.
While expectations are that the percentage of renewable
sources of energy will continue to increase, in 2050 natural
gas, oil, and coal are still expected to supply half of the energy
demand.

LNG
Currently, thirteen European countries get 47-51% of their
natural gas from Russia. Overall, Russia provides 30% of the
gas that Europe uses. LNG terminals offer an alternative supply of natural gas and forces Russia to compete. Lithuania and
Poland built LNG terminals in 2014 and 2016, lowering their
fuel bills by 22% and 11% respectively, even though both countries consumed more oil and gas.
In the first half of 2018, the U.S. exported 9.8 million tons
of LNG, globally. Only 4% of that went to Europe. More than
a dozen U.S. export projects are awaiting regulatory approval.
The EU has made LNG a priority, funding the terminals in
Lithuania and Poland, with plans for terminals in Malta and
Croatia. “The objective of the EU Energy Union strategy is to
diversify the energy sources and ensure that no EU member
state is dependent on a single supplier.”
Gas is expected to be 24% of the world’s energy mix by
2040. LNG’s share of the gas market is expected to be 40% of
that by 2023.
Chevron and Shell are moving forward on gas projects in
western Canada. Chevron is building “factory model” facilities in Fox Creek, Alberta using the experience it gained in
southeast Asia in the 1990s. In that project, Chevron learned
the value of standardized equipment and processes to save
time and money. Shell will make a decision by year end concerning a $30 billion LNG export terminal in western Canada.
Iran, Sanctions, and OPEC
In May, President Trump pulled out of the Iranian Nuclear
deal, with sanctions scheduled to take effect the first of
November. Prices have been varying widely on speculations of
what will happen with the oil supply once sanctions take
effect. Generally, prices are up as the market is not convinced
that OPEC and the Russian led non-OPEC countries can
(Continued)

2

SIPES QUARTERLY

NATIONAL, STATE & ENVIRONMENTAL INFORMATION CONTINUED
make up the difference once Iranian oil is out of the supply
line.
At OPEC’s meeting in September it decided not to act,
committing only to hold output caps steady. Reports from
various sources are projecting a decline in demand between
100,000 and 600,000 barrels a day in the first half of 2019.
OPEC warned its members “if you start ramping up too fast,
the glut could return,” reminding everyone of when Saudi
Arabia flooded the market in 2014 and caused the price to
drop from $100/bbl to under $35.
The EU is talking about a legal entity to “facilitate legitimate financial transactions with Iran...,” but most sanctions
experts said that it will do little to blunt the U.S. economic
pressure on Iran and wouldn’t prevent EU companies from
abandoning Iranian oil imports.

Conclusion
Prices are up, prices are down. Brent will hit $100/barrel;
no, WTX Intermediate won’t pass the low $70s. All this
seems to be is governed by expected demand, supply, and
storage. Global demand will peak; global demand will decrease.
Is supply up or is supply down? Are the Iranian sanctions
going to be honored or will the EU come up with a work
around? If the sanctions do become effective, will/can OPEC
and Russia lead non-OPEC countries to make up the differences? Will the U.S. tap into its Strategic Petroleum Reserve
even though it is down?
We are in a time of uncertainty, but that has always been the
case. As stated in the September 21st edition of The Wall
Street Journal, “[Shale] drilling, once the province of small
scrappy operators...” is definitive of SIPES Members.
Therefore I say, carry on.
 STATE LEGISLATIVE NEWS
Professional Geologists Registered
in the State of Texas
From the TBPG Website:
Pursuant to scheduled review, the Sunset Commission staff
report recommends discontinuing the regulation of
Professional Geoscientists:
“The Texas Board of Professional Geoscientists is subject
to Chapter 325, Government Code (Texas Sunset Act).
Unless continued in existence as provided by that chapter, the
board is abolished and this chapter expires September 1,
2019.”
The full Sunset Staff Report on the Texas Board of
Professional Geoscientists is available on the Sunset
Commission website at the following link: Sunset Advisory
Commission.
The key recommendation (see recommendation 1.1) is to
“Abolish the Texas Board of Professional Geoscientists and
repeal the Texas Geoscience Practice Act.” That recommendation is based on key “Findings” in the report. The overall
key finding statement of the Sunset Commission staff was that
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the regulation of Professional Geoscientists “did not provide
meaningful public protection.” See Issue 1 of the report.
The full Sunset Staff Report on the Texas Board of
Professional Geoscientists was published following certain
events and actions in accordance with the process coordinated
by the Sunset Commission, including TBPG’s preparation
activities (which included a thorough review of the standards
by which every agency is reviewed and then a set of standards
by which occupational regulatory agencies are reviewed);
TBPG’s submission of a Self-Evaluation Report (available on
both the TBPG and Sunset Commission websites), and actual
review activities which included interviews of TBPG staff,
certain Board Members, and certain stakeholders.
Please note the following scheduled Sunset activities:
•
August 16, 2018: TBPG submitted a formal response
to the report: TBPG’s Formal Response.
•
August 30, 2018: Sunset Advisory Commission
Public Hearing was held where Sunset staff presented its
report on TBPG. The agency presented its response to the
report. The Sunset Commission allowed public comments.
•
November 14, 2018: The Sunset Commission will
present its decision on how it will respond to the staff recommendation regarding the discontinuation of the regulation of
Professional Geoscientists.
•
If the Sunset Commission’s decision is to discontinue
the agency, then a bill will be filed in the upcoming 86th Texas
Legislative session, beginning in January 2019, to determine
how, exactly, the agency would be dissolved or the Sunset
Commission could simply let the Texas Geoscience Practice
Act and the TBPG agency expire.
•
If the Sunset Commission’s decision is to continue
the agency, then a bill will be filed in the upcoming 86th Texas
Legislative session, beginning in January 2019, to extend the
Sunset date in the Texas Geoscience Practice Act.
How can a Professional Geoscientist weigh in on this process?
•
Any licensee, professional organization, or member
of the public may submit comments to the Sunset Commission
by following the instructions on the Sunset Commission website. Here is a link to the page on the Sunset Commission
website that relates to TBPG’s review: Sunset Advisory
Commission.
•
Any licensee, professional organization, or member
of the public may attend and provide comments (orally or in
writing) to the Sunset Commission at its Sunset Advisory
Commission Public Hearing on August 29-30, 2018.

 ENVIRONMENTAL REPORT
Washington Rolls Back Rules
on Offshore Drilling
New York Times writer Coral Davenport wrote an article
recently about how the Trump Administration has completed
its plan to roll back major offshore-drilling safety regulations
(Continued)
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that were put in place after the Deepwater
Horizon oil rig disaster in 2010 that killed
eleven people and caused the worst oil spill
in American history.
The Interior Department’s Bureau of
Safety and Environmental Enforcement
which was established after the spill in the
w
Gulf of Mexico and regulates offshore oil
David
D
id Shi
Shiels
l
and gas drilling, has finalized a proposal for
loosening the regulations as part of President Trump’s efforts
to ease restrictions on fossil fuel companies and encourage
domestic energy production.
The rules “created potentially unduly burdensome requirements for oil and natural gas production operators on the
Outer Continental Shelf, without meaningfully increasing
safety of the workers or protection of the environment,” says
the new 176-page rule, which is scheduled in the coming days
to be published in the Federal Register, before becoming the
administration’s final policy.
“This rule supports the administration’s objective of facilitating energy dominance by encouraging increased domestic
oil and gas production and reducing unnecessary burdens on
stakeholders, while ensuring safety and environmental protection,” the new rule says.
Among the changes, the new rule:
1. Removes a requirement for independent verification of
safety measures and equipment used on offshore platforms;
2. Removes a requirement that oil companies design their
equipment to function in “most extreme” scenarios involving
weather, high heat, strong winds or high pressure from within
the undersea oil wells, which was a key factor in the deadly
2010 blowout; and
3. Removes a requirement that professional engineers certify the safety of the design of some pieces of offshore drilling
equipment for new wells.
Environmentalists are not happy with these changes as you
can imagine.

Trump’s EPA Makeover Could Put
Regional Offices on a Shorter Leash
Bloomberg’s Abby Smith wrote an article recently about
how the EPA’s makeover could affect EPA regional offices.
The EPA’s regional offices could see structural changes by
year’s end, but the trickle-down effects—on enforcement,
staff levels, and leadership—are already raising alarms among
current and former workers.
Henry Darwin, the agency’s chief of operations and acting
deputy administrator, told Bloomberg Environment that the
EPA is moving forward quickly with a reorganization of its ten
regional offices to minimize uncertainty for staff in those
offices. Acting Administrator Andrew Wheeler announced
the effort, which will reshuffle the regional offices to mirror
EPA headquarters, in a September 6 memo.

Former EPA officials and current employees are wary that
the reorganization could give the Trump Administration an
opportunity to shrink the agency. The effort could also allow
political leadership a tighter rein over the regions—where
approximately half of the agency’s career staff work, and
where much of the on-the-ground permit reviews, oversight,
and enforcement operations occur.
“I wouldn’t doubt there is a back-of-the-envelope plan that
talks about cutting enforcement resources once the reorganization goes into effect,” Mike Mikulka, president of the
American Federation of Government Employees Local 704
and spokesman for Save the U.S. EPA, told Bloomberg
Environment.

State Effects?
Changing up regional operations could affect state regulators, too. Standardizing the daily work could help set common
expectations, but having every region look the same could
dilute the nuance that the current varied structures allow,
based on states’ particular environmental needs.
“You would think this new administration, which is so keen
in deferring to the states, would be sensitive to the need for
the regions to have their ears to the ground and reflect the
priorities of the states that they’re working with,” Robert
Sussman, a former deputy EPA administrator in the Clinton
Administration, told Bloomberg Environment.

Keystone XL Pipeline Route Would Not
Harm Environment: State Department
Reuter’s writer Timothy Gardner recently wrote that the
U.S. State Department on Friday issued an environmental
assessment of a revised route for the Keystone XL crude pipeline that concluded it would not harm water or wildlife, clearing a hurdle for the project that has been pending for a decade.
Even if the pipeline spilled crude oil along its revised route
through Nebraska, a top concern of environmentalists, there
would likely be no impact to groundwater, the nearly 340-page
draft review said. “Prompt cleanup response would likely be
capable of remediating the contaminated soils before the hazardous release reaches groundwater depth,” the review said.
Last month, a federal judge in Montana had ordered the
State Department to conduct the review of a revised route of
the project to take into account new information relevant to a
permit it issued for the pipeline last year. The review also said
implementing the revised route would have “no significant
direct, indirect or cumulative effects on the quality of the
natural or human environments.”
Trump is eager to see the building of the pipeline, which
was axed by Obama in 2015, on environmental concerns relating to emissions that cause climate change.
The project has galvanized environmentalists, tribal groups
and ranchers in opposition to the $8 billion 1,180-mile (1,900
km) pipeline that would carry heavy crude from Canada’s oil
sands in Alberta to Steele City, Nebraska. From there, the
crude would be sent to refineries and potentially for export.
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2018 SIPES CORNERSTONE GROUP
Many thanks to the members listed below
for their continuing support of our society
 Promoter – $2,500

Thomas A. Smith — Austin, TX

 Oil Finder – $1,200

Michael N. Austin — Westminster, CO
William C. Burkett — Midland, TX
Stewart Chuber — Schulenburg, TX
Ralph J. Daigle — Houston, TX
David A. Eyler — Midland, TX
Charles A. Lundberg III — Dallas, TX
Marc D. Maddox — Midland, TX
Douglas H. McGinness II — Wichita, KS
Patrick A. Nye — Corpus Christi, TX
J. Michael Party — Midland, TX
Barry J. Rava — Houston, TX
D. Craig Smith — Midland, TX
Paul M. Strunk* — Corpus Christi, TX

 Driller – $750

Kirk C. Kolar — Edmond, OK
Michael R. Vasicek — Midland, TX
Larry R. Wollschlager — Midland, TX

 Prospector – $500

Randolph Acock — Corpus Christi, TX
Avinash C. Ahuja — Corpus Christi, TX
Robert W. Anderson — Houston, TX
Dawn S. Bissell — Corpus Christi, TX
Raymond N. Blackhall — Cypress, TX
Robert M. Boling — Roswell, NM
Louis C. Bortz — Denver, CO
Lanny O. Butner — Wichita, KS
Brian S. Calhoun — Corpus Christi, TX
George M. Carlstrom — Littleton, CO
Edward K. David — Roswell, NM
Douglas A. Draves — Tonasket, WA
Ralph C. Duchin — Tucson, AZ
Thomas E. Ewing — San Antonio, TX
James A. Gibbs — Dallas, TX
William T. Goff III — Littleton, CO
Patrick J. F. Gratton — Dallas, TX
David G. Griffin — Midland, TX
Gary C. Huber — Centennial, CO
Kenneth J. Huffman — Mandeville, LA
Alfred James III — Wichita, KS
Ralph O. Kehle — The Hills, TX
John E. Kimberly — Midland, TX
Robert C. Leibrock — Fort Worth, TX
Walter S. Light, Jr. — Houston, TX
Brian K. Miller — Midland, TX
H. Jack Naumann, Jr. — Midland, TX
John H. Newberry — Austin, TX
Michael A. Oestmann — Midland, TX
Robert B. Owen — Corpus Christi, TX
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Arthur J. Pansze, Jr. — Arvada, CO
Christopher H. Reed — Tyler, TX
Gregory A. Riepl — Oklahoma City, OK
A. Scott Ritchie — Wichita, KS
James D. Robertson — Fort Worth, TX
Carol M. Shiels — Kaufman, TX
R. David Shiels — Kaufman, TX
Daniel L. Smith — Houston, TX
William M. Smith — Houston, TX
John R. Stephens — Dallas, TX
Jerry S. Stokes — Alto, NM
John D. Wright — Golden, CO

 Roughneck – $250

Jeffrey L. Allen — Houston, TX
Randall L. Anderson — Midland, TX
Ernest Angelo, Jr. — Midland, TX
James K. Applegate — Denver, CO
William H. Armstrong, Jr. — San Angelo, TX
William C. Bahlburg — Plano, TX
Fred H. Behnken — Midland, TX
Bruce M. Brady III — Midland, TX
William T. Brown, Jr. — Denver, CO
Carlo C. Christina — Metairie, LA
Frank G. Cornish — Corpus Christi, TX
Wendell R. Creech — Midland, TX
Duncan D. Dubroff — Houston, TX
Dan Earl Duggan — Fort Worth, TX
Arlen L. Edgar — Midland, TX
Douglas R. Essler — Dallas, TX
James P. Evans III — Franklin, LA
William R. Finley — Lafayette, LA
Roger A. Freidline — Midland, TX
Thomas E. Gentry — Midland, TX
Donald C. Gifford — Dallas, TX
Russell R. Hamman — Houston, TX
Harold W. Hanke — Oklahoma City, OK
Frank W. Harrison, Jr. — Lafayette, LA
Scott G. Heape — Addison, TX
Edward W. Heath — Durango, CO
James H. Henderson — Dallas, TX
Albert R. Hensley — Rockwall, TX
Terry L. Hollrah — Oklahoma City, OK
George S. Johnson — Amarillo, TX
Michael S. Johnson — Denver, CO
Larry L. Jones — Houston, TX
William M. Kazmann — Richardson, TX
Constance N. Knight — Golden, CO
John D. Kullman — Midland, TX
Robert H. Marshall — Houston, TX
David F. Martineau — Dallas, TX
Gregg A. McDonald — Oklahoma City, OK
Sally J. Meader-Roberts — Midland, TX
Wayne D. Miller — Midland, TX
Michael S. Morris — Azle, TX

William B. Mueller — Midland, TX
Marvin A. Munchrath — Lafayette, LA
William D. Neville — The Woodlands, TX
James F. O'Connell — Amarillo, TX
F. X. O'Keefe — Denver, CO
J. David Overton — Midland, TX
Sam H. Peppiatt — Houston, TX
Ronald W. Pritchett — Lone Tree, CO
John M. Rakowski — Florissant, CO
David L. Read — Highlands Ranch, CO
John C. Roberts — Bethany, OK
Deborah K. Sacrey — Weimar, TX
Vinton H. Sholl — San Antonio, TX
Joe H. Smith — Plano, TX
Stephen M. Smith — Houston, TX
William M. Smith — Oklahoma City, OK
Stephen A. Sonnenberg — Golden, CO
Charles J. Swize — Pattison, TX
C. Al Taylor, Jr. — Reston, VA
Richard W. Thompson, Jr. — Plano, TX
James Travillo — Oxford, MS
Scott A. Wainwright — Metairie, LA
William G. Watson — Midland, TX
Robert E. Webster — Irving, TX
Melanie K. Westergaard — Golden, CO
Clifford J. Williams — Mandeville, LA
Mark A. Worthey — McKinney, TX
James M. Zotkiewicz — Metairie, LA

 Investor – $100

Richard C. Blackwell — Midland, TX
E. Bernard Brauer — Corpus Christi, TX
Monty J. Gist — Midland, TX
Robert W. Maxwell, Jr. — Corpus Christi, TX
Michael F. McKenzie — Lafayette, LA
Edward B. Picou, Jr. — New Orleans, LA
Thomas A. Tucker — Houston, TX
H. Vaughan Watkins, Jr. — Madison, MS

Scout – $50

Orville R. Berg — Shreveport, LA
Martin M. Cassidy — Cypress, TX
Michael L. Douglas — Houston, TX
Leonard S. Fowler — Richardson, TX
William R. Guffey — Dallas, TX
James M. Hancock, Jr. — Meadows Place, TX
Steven R. Lockwood — Austin, TX
Michael E. Lucente — Corpus Christi, TX
Brandon B. Matherne — Covington, LA
Eric L. Michaelson — Midland, TX
W. Mark Rush — Houston, TX
George D. Severson — New Orleans, LA
Gerrit Wind — Houston, TX
* Deceased
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be co-hosting the 2020 Convention.
They have already begun working on the
venue. It seems impossible that we’re
into the second decade of the 21st
Century!!
One of our priorities as a board is to
ensure that SIPES serves its members.
We are a diverse group by design; independent in mind as well as employment.
It has come to my attention as president,
that our members are involved in earth
science in various applications including
mining, oil and gas, environmental, civil
engineering and regulatory throughout
the U.S. We emphasize the primacy of
earth science as the thread that binds us.
Who among us doesn’t have fond memories of field camp or the “ah ha” of
recognizing an angular unconformity in
outcrop? Because earth science is global, we are united in its pursuit.
SIPES has twelve chapters in five
states. This month, when you get your
2019 SIPES National Dues Notice,

yyou’ll see a new
question about your
chapter membership
affiliation.
The
n
national board wants
tto be able to better
address our at-large
m
members who are
Carol Shiels
not affiliated with
one of the twelve chapters. Chris Reed
from Tyler is serving as the at-large
director on the board. He would like to
be able to communicate with At-Large
members as if he were your chapter
chairman. Together, we are considering
the feasibility of re-establishing the ArkLa-Tex Chapter. Several folks at the
GCAGS Convention in October
expressed their interest.
We continue to work on the SIPES
website — www.sipes.org. Please visit
the site and communicate any questions
or concerns to us. James Willis and his
wife Jill with Odyssey International are

our new webmasters. We are currently
working to update and upload the membership directory, but it is a long work in
progress. Once it's complete, we will be
putting links to each chapter so that we
can readily access each other. This way,
we hope to offer chapters that don’t
have websites a chance to be represented.
Thank you to the following SIPES
Members who volunteered their time to
work the SIPES Booth in October at the
2018 GCAGS Convention in Shreveport,
Louisiana: Steve Adcock - Houston;
John Berry - Austin; Dawn Bissell Corpus Christi; Ed Gonzales - Dallas;
Bill Landwer - Houston; and Chris Reed
- At-Large.
On behalf of your board, we wish you
the happiest of holidays.
See you in Colorado,
Carol Shiels



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 (John H. Newberry) 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.
Barry J. Rava, National Membership Committee
SIPES No.

Name

Sponsors

Chapter

3532

Brian S. Hines

Corpus Christi

M. Thering

B. Calhoun

D. Becker

LTD

Patrick A. Nye

Corpus Christi

P. Nye

D. Bissell

M. Thering

3533

William I. Temple

Fort Worth

D.E. Duggan

J. Moore

C.Walker

2391

Frank F. Limouze

Lafayette

D. Fredericks

T. Bennett

J. Gamble

2624

Gary J. Gonzenbach

San Antonio
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Chapter News
FORT WORTH
The Fort Worth Chapter opened our
first luncheon meeting of the new season at the Fort Worth Petroleum Club
on September 5. Chapter Chair Bob
Leibrock opened the meeting by greeting everyone and making two presentations prior to the program. The first was
to National Director Dan Earl Duggan
for his dedicated service as SIPES
Chairman of the Fort Worth Chapter
from 2015 through 2018. The second
presentation was a check from the
SIPES National Organization for the
Fort Worth Chapter’s part in presenting
the SIPES 2018 Annual Convention in
Santa Fe, New Mexico. The Dallas
Chapter of SIPES and the Fort Worth
Chapter were co-sponsors for the convention this year. The presentation
included President Carol Shiels, Bob
Leibrock, and Fort Worth Chapter
Treasurer Tom Zadick.

B b Leibrock
Bob
L b k (left)
(l f ) presenting a plaque
l
to
Dan Earl Duggan for his dedicated service.

The luncheon program for the
September meeting was presented by
fellow SIPES member and geologist,
Monte Meers, #3463, and Peter Wang
with Emerson E&P Software (formerly
Paradigm). Meers and Wang gave a very
informative talk entitled “Exploring for
Wolfcamp Reservoirs on the Eastern
Shelf of the Permian Basin Using a
Machine Learning Approach.” The presentation discussed a new oil discovery
in Dickens County amid a Wolfcamp
Reef Complex. The Tannehill Sands in
the area were sourced by the draping of
the sands over the reef complex and the
migration of the oil from the reef complex into the Tannehill Sands. However,
the new oil discovery is producing from
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the Tannehill Lime, which had never
been found productive in the area prior
to the new discovery. Following the discovery, a neural network was used to
associate the local facies with the seismic data and create a geophysical log (a
facies log created using the seismic
data). The interpretation of the seismic
data and the creation of a geophysical
log revealed that the reservoir was
extremely compartmentalized and led to
the creation of additional drill sites.
Monte Meers is
president of Meers
Microseep Surveys,
Inc., a geochemical
exploration company.
He is a 1981 graduate
of Texas Tech University, and started his
Monte Meers
geological career in
Midland, working seismic and regional
mapping of the Permian Basin. Moving
east to Abilene in 1985, he has spent
most of his professional experience on
the eastern shelf of the Permian basin
and the Bend Arch areas. He is currently
working with exploration companies
using geochemical and geophysical analysis to evaluate prospective acreage and
ideas in the north central Texas area.
Peter Wang is a geophysical technical advisor with Emerson E&P
Software. He has a B.S.
in geosciences from
Brown University, and
an M.S. in geophysics
and M.B.A. from the
Peter Wang
University of Houston.
He has a thirty-two-year history in the
geophysical industry. Prior to joining
Emerson in 2015, he served as
Schlumberger’s
Seismic
for
Unconventionals Product Champion.
He has also worked for Amoco
Production Company and Kelman
Seismic Processing.
One of the leading challenges in hydrocarbon exploration and production is
predicting rock types and fluid content
distribution throughout the reservoir
away from the boreholes. In this presen-

tation, we will demonstrate the application of a neural network-based machine
learning methodology called Democratic
Neural Network Association (DNNA)
to the problem of finding oil-filled packstones in the Middle Wolfcamp, Eastern
Shelf of the Permian Basin, Texas.
The DNNA algorithm searched
through fifteen 3D seismic volumes
simultaneously and was able to build a
model which reconstructed the nine
lithofacies. No evidence was seen of
false positive or false negative predictions at the wells for the oil-filled packstone facies.
The neural network learnings were
applied through the 3D survey, and
results were delivered with up to a 0.5
ms two-way time vertical resolution, or
about 5 ft, a significant uplift from conventional seismic resolution. Lateral
resolution was also improved. Additional
drilling opportunities can be identified
from the seismic facies thickness map or
the facies probability voxel clouds.

Voxell visualization
l
d
display
l off the
h Lower and
d
Upper Wolfcamp oil-filled facies probability
cloud, Eastern Shelf of Permian Basin, Texas.

This talk was co-authored by Bruno de
Ribet (Emerson E&P Software), Howard
“Pete” Renick (independent geologist),
Russ Creath (reservoir geophysicist,
Hardin International), and Ryan McKee
(geophysical technician, RAM Imaging).
The officers for the 2018-19 season
are as follows: Chapter Chair Bob
Leibrock, Vice Chair and Program
Director Monte Meers, Treasurer Tom
Zadick, Membership Director Michael
Morris, Secretary Jim West, and
National Director Dan Earl Duggan.
Jim West
Secretary
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CHAPTER NEWS CONTINUED
NEW ORLEANS

DALLAS

The New Orleans Chapter kicked off
the 2018-19 year with a well-attended
presentation by Brian Anderson, technical sales manager with ASV unmanned
marine systems. We had 44 attendees
present for Brian’s presentation titled
“Autonomous Vehicles in Oilfield
Operations.”

The Dallas Chapter enjoyed having
Jeff Ross, senior geoscientist with
Cantium, LLC in Covington, Louisiana,
as our speaker on September 18 after the
chapter’s two-month summer vacation.
Jeff presented seismic bandwidth extension and colored impedance inversion to
improve resolution of optimum reservoir facies within the Jurassic age
Smackover of North Louisiana. The
study focused on imaging stratigraphic
shelf complex geometries in Webster
and Claiborne Parishes of Louisiana.
Jeff can be reached at jeff.ross@cantium.
us.
The Dallas Chapter meets every third
Tuesday, 11:30 a.m. at Prestonwood
Country Club in Dallas, with a buffet
luncheon. Guests are welcomed through

September guest speaker
Brian Anderson.

Brian is a 37-year veteran of the offshore seismic, remote sensing, and
marine robotics industries. He earned a
B.S. in geological oceanography from
the University of Washington in 1980
and has authored over 50 technical articles and peer-reviewed papers.
He discussed several applications to
autonomous vehicles used in E&P operations including:
 Marine Construction
 Seismic Energy Source and
Receiver Deployment
 Pipelay Operations
 Hydrographic and Engineering
Surveys
 Loop current monitoring
Brian reported that operators have
experienced significant cost reduction
for projects where autonomous vehicles
replace the fully-manned supply vessels.
You can view the entire presentation at
our local SIPES website video page. The
link is below.
http://sipesneworleans.homestead.
com/Videos.html
Cliff Williams, Vice Chair
and
Eric Broadbridge, Treasurer
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Jeff
ff Ross
R
off Cantium,
C
LLC spoke
k at the
h
September luncheon.

RSVP by contacting Dallas and National
Board Member, John Stephens at stepexpl@aol.com.
Don Muth
Chairman



Don't Forget to Visit the SIPES Booth

Don't miss your chance to see
Rocky Mountain National Park!
June 3-6, 2019  Estes Park, CO
During the SIPES 2019 Convention
"Rocky Mountain National
Park’s 415 square miles
encompass and protect
spectacular mountain
environments. Enjoy Trail
Ridge Road – which crests
at over 12,000 feet including
many overlooks to
experience the subalpine and
alpine worlds – along with
over 300 miles of hiking trails,
wildflowers, wildlife, starry
nights, and fun times."
Click Here for More
Information from NPS

Alluvial Fan Waterfall
Photo courtesy of NPS
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CHAPTER NEWS CONTINUED
MIDLAND
Our July speaker was Patrick Reese,
geoscience and business development
manager for ES Xplore. His talk was
titled “Application of Electro Seismic
Technology for Direct Hydrocarbon
Detection in Conventional Reservoirs –
A Case History.” As exploration geologists and geophysicists, we are constantly looking for ways to reduce risk in the

July guest speaker Patrick
Reese.

prospects we develop. The presence or
absence of hydrocarbons within a conventional reservoir is a key risk. An
emerging technology utilizes the physical phenomenon occurring in a hydrocarbon bearing reservoir, where an electromagnetic field creates relative rockfluid motion and a resulting pressure
gradient in the grain space. The pressure
gradient reacts against the grain matrix
to generate a compressional seismic
wave that can be measured and used to
directly detect those hydrocarbons.
Hydrocarbon, mobile-fluid saturation
significantly increases the electromag-

netic-to-seismic conversion amplitude.
The science, called electroseismics, is
not new as it was established in the
1930s and later expanded by a major oil
company starting over thirty years ago.
What is new is the use of a passive
source instead of one that is man-made:
electromagnetic pulses, generated by
worldwide-lightning discharges, supply
the EM source. An example application
of electroseismic technology data is
given for a deep Smackover carbonate
field. Little Cedar Creek field, located in
southern Alabama, which is a stratigraphic trap that produces oil from the
Smackover Formation from depths
ranging from 9,900’ to 11,800’ MD.
Reservoir facies include microbial
boundstone and packstone and nearshore grainstone shoals. The field and
the adjoining Brooklyn Field have produced over 30 MMBO since the field
discovery by Hunt Oil Company in
1994.
In August, our speaker
was Richard Mason,
chief technical director
for Hart Energy. The
title of his talk was
“Getting to Free Cash
Flow: Trends in North
American Oil and Gas
Richard Mason Development.” Between
2012 and 2017, public E&Ps spent $1.40
for every $1.00 in revenue as Wall Street
provided investment to pursue production volume growth. That era has come
to an end, and investors now want share

CORPUS CHRISTI
Grant Fergeson, #2320, from
Houston, Texas was our speaker in July.
He presented a paper given by Jim Allen,
#1330, at our 2018 SIPES Convention
in Santa Fe. Their topic was "Shell's
$560 Million Mistake, ARCO &
SOHIO's $1.25 Billion Mistake, and
EXXON's Much, Much Bigger Mistake,
OR…Thank God for Independents!" It
illustrated several examples of how
major oil companies had walked away
from trends that were later recognized
and developed by independents. The
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July speaker Grant Fergeson.

majors, Shell, ARCO, Sohio, and Exxon
first drilled all these prospects, but due
to a lack of communication between

Chapter Chair Bill Mueller (left) with
September speaker Mike Party of Beryl
Oil and Gas.

buybacks and dividends. This presentation examined a roadmap for the industry to transition to a self-sustaining business model.
At our September meeting, the speaker was Mike Party, #3480, president/
owner of Beryl Oil and Gas, LP. His talk
was titled “Horizontal Drilling in the
Permian Basin – A Look at How We Got
Here.” Horizontal drilling in the
Permian Basin has become the main
focus of drilling within the basin.
Horizontal wells are actively drilling for
the Sprayberry and the Wolfcamp in the
Midland Basin, and for the Bone Springs
and the Wolfcamp in the Delaware
Basin. The Permian Basin has also seen
horizontal wells drilled for several other
zones. The talk began with the early
horizontal wells and continued to present wells, as well as discussing the DUC,
(drilled uncompleted wells) and looking
at the most active operators in the basin.
George Friesen
Secretary


divisions; or erroneous assumptions
such as anomalies don’t work onshore,
they let the leases expire. Overall takeaway thoughts: Short-sightedness is
scalable. Rephrasing a well-known
quote: “If I have been shortsighted, it’s
because giants stood on my shoulders.”
These “giants” can be: Dogma; Lack of
Critical Thinking; Fear of Failure; and
Organizational Inertia. Independents
routinely overcome these “giants.” It
was a fun and entertaining talk.
(Continued)
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In August, Rob Yorke, CEO, and Bill
Burke, vice president of development of
Advanced Geophysical Technology presented the results of a project with
Corterra Energy involving the depth
processing of 3D data over an ongoing
Woodford drilling project in the Arkoma
Basin. This area had several issues:
structural throws close to 1,000 feet;
complicated fault geometry; and significant wedging of the shallow Atoka. It
also had stratigraphic thickening and
thinning of the Woodford unconformity.

Rob Yorke, CEO of Advanced
Geophysical Technology.

There was very limited well control,
only seven wells in the initial 3D that
penetrated the Woodford and Viola.
The three sonic logs were not deep
enough to penetrate the down-thrown
fault blocks.
PSTM data often disagreed with geosteering results. Moderate anisotropy
yielded PSTM gathers with enough
residual move-out to make pre-stack
analysis, such as AVO and elastic impedance, unreliable.
The presentation showed the depth
imaging product that was produced by
AGT and compared it to the existing
PSTM processing. Before and after
examples of the data showed the actual
drill bit path, highlighted to illustrate
how well the drill bit stayed in the target
zone.
Veronica Sanchez presented in
September. She shared the preliminary
results of a field study of the structural
history of the Christmas Mountains in
relation to the greater Trans-Pecos
Region in Texas. Dr. Sanchez led students from Texas A&M, Kingsville in
conducting this field work.

September speaker Veronica Sanchez.

The irregular dome seen today making
up the high topography of the Christmas
Mountains is part of a complex geologic
history involving volcanism, intrusions,
and faulting. This area has been affected
by the Ouachita and Laramide
Orogenies, and Rio Grande Rift
Junction. There is evidence that this
area is strongly influenced by enigmatic
lineament faulting dating to the
Precambrian. Their results complement
the overall understanding of relationships between structure and igneous
activity in the West Texas/Trans-Pecos
region.
Dawn Bissell
Secretary


LAFAYETTE
My compliments to SIPES National
and the Dallas and Fort Worth Chapters
for the excellent program and location
for our 55th Annual Meeting and
Convention that was held in June in
Santa Fe, New Mexico. An interesting
thing happened on the way back from
that meeting. My wife and I made the
trip by car and then traveled on to
Colorado to visit a couple of our daughters that live there. On the way back to

Buddy Powell (left) with Chapter Chairman
King Munson.
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Louisiana, we traveled along the
Arkansas River from its headwaters near
Leadville to Cotopaxi. What a tremendous drive that is and I highly recommend it. At Cotopaxi, we detoured to
Westcliffe to find an old friend and former SIPES Member Buddy Powell.
Buddy was a long-time member of the
Lafayette Chapter of SIPES, and a successful grease finder who has retired to a
ranch in the Wet Mountains of Colorado.
We found him ten miles up a gravel road,
enjoying life and a tremendous view
from his ranch house. Above is a photo
of me (without the beard) and Buddy
looking west toward the Sangre de Cristo
Mountains.
Our local chapter does not meet in the
summer, so our first meeting of the fall
was held on the second Wednesday of
September. For that meeting, we had a
full house because everyone wanted to
hear what SIPES Member Kevin

McMichael, #3002, had
to say about the
Highlander Prospect
that was drilled and
completed by McMoRan
Oil & Gas in December
of 2014. Here is his
Kevin
abstract: “The DecemMcMichael
ber 2014 flow test of the
McMoRan Highlander discovery has
potentially created a new exploration
play in the ultra-deep of South Louisiana.
Drilled over 29,000’ deep, the well has
produced up to 75mmcf/day of dry gas
from the Cretaceous Tuscaloosa formation. The occurrence of large structural
closures as well as thick porous and
permeable sands could radically transform a relatively moribund drilling environment in South Louisiana. This talk
explored a fresh look at Cretaceous stratigraphy from a regional perspective, as
(Continued)
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well as the critical diagenesis necessary
for commercial rocks at these great
depths and elevated pressures and temperatures.” A discussion of the engineering and economic challenges of the
play was held. Mr. McMichael should
know a thing or two about the subject
since he was deeply involved in the discovery. It just goes to show you that
south Louisiana still has a lot of potential left.
I just want to mention the passing of
two local successful independent geolo-

HOUSTON
In July, Mike Allison presented a great
overview of drone technology and uses.
It was interesting that at the beginning
of the luncheon I saw a giant mosquito
with a crowd gathered around it! As I
got closer, I realized it was one of his
drones. If you have never seen one up
close, a great opportunity was missed! It
truly looked like something out of a science fiction movie. Kidding aside, here
are some interesting facts that we
learned about drones.
Mr. Allison’s presentation covered
many topics: the history of drones, their
growth in use, FAA rules, the types, the
various sensors, the software, ground
control points, aerial surveys, site evaluations, detailed surface analytical, aerial
integrations and actionable data products from drones.
It was interesting to learn that the first
‘drone’ could actually be considered to
be a radio-controlled model boat constructed by Nikola Tesla in 1898!
If you are interested in buying a drone,
there are several versions from which to
choose. Fixed wing, rotating wing or
wings – how many do you need? The
fixed wing does indeed need a runway,
the number of rotating wings will be
determined by the level of safety needed
for your investment. Four rotors with
one gone bad is more likely to stay in the
air than a two-rotor drone with one
engine failure!
Flying is regulated by the Federal
Aviation Authority (FAA). Some regula-
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New member Larry Gidman (left) receiving
his certificate from King Munson.

gists. Although I do not know if they
were ever SIPES Members, they were
important to the local geo community.
Frank P. Danna, Jr. passed away on
September 10 at the age of 88, and
Charles W. Dobie passed away on
September 29 at the age of 86.
On a happier note, I would like to recognize our newest SIPES Member.
Welcome to the SIPES organization,
Barry L. Gidman, #3509!
King Munson
Chairman


tions (please consult a higher authority
than this article if you are serious) for
drones less than 55 pounds, including
payload are: must be operated below
400’ – but a unique 400’; it is 400’
above the tallest structure in the area, in
a visual line of sight (usually this means
up to ½ mile), flown at less than 100
mph and must yield to all manned aircraft. Of course, waivers are available for
all rules.
Some types of equipment that can be
attached to a drone are: methane sniffers, Light Detection and Ranging
(LIDR), thermal imaging (good for
search and rescue), and Multi Spectral
(crop and vegetation reviews) to name
just a few. Most drones have enough
ports and adapters to have placed on
them any type of sensor you can imagine!
Finally there are many software packages that can help in your drone use:
Google Earth, Blue Marble, Virtual
Surveyor, Thermal Imaging, MS Office
and Zoom to name only a few.
The August Annual Independents
Day festivities started at 6:00 p.m. Once
signed into the event, drinks and dinner
were served on an individual basis. Bill
Bippus and Russell Hamman made
some opening comments, welcoming
the members and potential new members to SIPES’ Independents Day.
At our September meeting, Bill Bippus
called the luncheon to order. Jeff Allen
presented the Young Independent
Award to Mike Jones. Steve Adcock
then introduced Tom Bowman to pres-

ent his luncheon talk on “Recent
Advances in the Austin Chalk, New
Discoveries and New Completions.”
Tom came forward to begin his presentation and mentioned that this work was
presented previously at the Play Makers
Meeting of the AAPG. He also mentioned that his father was in exploration
and that this is a family business.
He began by showing some current
statistics on the Austin Chalk today.
There have been 59 completions since
January 11, 2018, with 288 active permits, and twelve rigs currently running.
In the next slide he showed some production statistics from several wells like
the EOG Fuji Well which has produced
475,435 b oil and 1,283,399 mcf gas in
the last five months. The Treadstone
Energy Ely Well has produced 127,798
b oil and 97,473 mcf gas in the last
eleven months at 6,000 feet. The EOG
Louisiana Aus C Well has produced
112,508 b oil and 109,869 mcf gas in the
last nine months. The area is expecting
to add another fifteen rigs in the next
twelve months.
The Austin Chalk play is from the
Upper Cretaceous, Cenomanian and
Turonian in age. ORYX drilled the first
horizontal well into the Austin Chalk in
Texas, back in 1985, as first producer of
the trend.
Several other fields were discussed,
including the Brookeland Field onshore
Texas and the Burr Ferry Field onshore
on the Texas and Louisiana border. No
(Continued)
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casing was set, and they currently completed, and are producing the well from
an open hole. The Austin A & B members exhibit different API gravities, different isotopic fingerprints and different
gas analytics.
Conclusions were as follows: 1) The
lower part of Austin Chalk, where present in the basins, is typically organic
rich, although not as organic rich as the
Eagle Ford Formation. 2) The source
rocks and the reservoir rocks are interlayered in these basinal chalks, reducing
the need for migration. 3) The peak
zone of petroleum generation occurs
between 5,000 feet and 8,000 feet, but
can be seen as shallow as 1,000 feet,
with gas beginning to crack below 1,000
feet, and there are some unique areas

within the basin where the Austin Chalk
is not mature enough to produce oil
where the very thick Woodbine formation has created a thermal kitchen trapping the heat needed to allow the shallow formations full access to full maturity. 4) The organic matter is capable of
producing large amounts of saturated
and aromatic hydrocarbons. 5) The fractured Austin Chalk tends to contain
highly migrated crude oil and the microfractured chalks contain un-migrated
crude oil in the matrix porosity and the
micro-fractures. 6) The Austin Chalk is
both a source and reservoir conducive to
horizontal wells with updated fracture
stimulated completions.
Allan Kean
Secretary

Last quarter our chapter cohosted and
hosted two events. In August, we teamed
with our affiliate society, the Denver
Society of Petroleum Evaluation

Chapter Chair Connie Knight.

SIPES Member Will Von Drehle (left),
Roger Knight, and Sally Zinke at the
August SIPES/SPEE Social Event.
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We regret to note the passing
of the following members:
Thomas C. Klekamp,
#2823
of Mandeville,
Louisiana
who died on
October 4, 2018
Charles R. Lee, #854
of Lafayette, Louisiana
who died on
February 25, 2018




DENVER

Enjoying the August social event are
(L to R) SIPES Foundation 2018 Scholarship
recipient Dan Halford, Paul Differding, and
Chapter Secretary Jerry Cuzella.

IN MEMORIAM

Engineers (SPEE), for a summer social
BBQ event. The gathering was held in
Golden at the home of Connie and
Roger Knight. Sixty SIPES/SPEE members and guests attended. We are particularly grateful to Roger Charbonneau
of Decollement Consulting, Inc., a com
pany engaged in mudlogging and wellsite consulting services, for providing all
our beer, wine, soft drinks, and water.
This event was extremely successful in
terms of attracting potential SIPES
Members and in building a collaborative
relationship with the Denver Chapter of
SPEE. Attendees reported having a
great time.
In September, our chapter hosted a
luncheon and talk entitled “Papoose

Canyon: A Case Study
of Reentry Economics
for Mature and Abandoned Fields.” Our
speaker was Jessica
Davey of MHA Petroleum Consultants. (In
the wake of our sum- Jessica Davey
mer social event, a few
new faces from Denver SPEE attended.)
Oil and natural gas have been commercially produced from Papoose Canyon
field, located in the Paradox Basin of
Dolores County, Colorado, since 1970.
In 2005, the U.S. Department of Energy
concluded that Papoose Canyon field
was nearly depleted. In light of renewed
production in older fields, a study was
initiated to investigate economic variables associated with commercially viable production from Papoose Canyon
reentries and recompletions. This ongoing study continues to assess oil and
natural gas prices necessary for overcoming various economic hurdles. A
decision-tree model was presented as an
aid in adapting this case study to the
evaluation of other mature and abandoned fields.
Connie Knight
Chapter Chair
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SAN ANTONIO
At the July meeting, Chapter Chair
Tom Fett, passed the chairmanship to
Tom Kirby. Tom provided guidance and
leadership for the San Antonio Chapter
for the last couple of years, and his interest, professionalism, and enthusiasm has
energized the San Antonio Chapter.
We’ve all appreciated his leadership.
Tom Kirby has been the chair since July,

New Chapter Chair Tom Kirby addressed
the chapter. Past Chair Tom Fett is seated
to his right.

and we look forward to his continued
leadership and contributions to the San
Antonio Chapter.
Also, at the July meeting, James L.
Allen, #1330, provided a talk on “Shell’s
$560 Million Mistake, ARCO and
Sohio’s $1.25 Billion Mistake, and
Exxon’s Much, Much Bigger Mistake,
or Thank God for Independents!” He
said, “return with us to those thrilling
days of yesteryear, when independent oil
men made big discoveries in a trend
after majors walked away.” Drilling a
deep Wilcox test, Shell found 115’ of
clean, high porosity Yegua sand where it
was completely unexpected. Shell left
the area, but its dry hole was followed up
by independents, and the Shell well
ended up being in the syncline between
two fields. Meanwhile, in another county near another well with unexpected
sand, ARCO shot some 2D data and

found not just some amplitude anomalies, but even an AVO anomaly. But
ARCO left the area. Nearby Sohio shot
several 2D lines for a deep Wilcox target. When the deep target did not work
out, they sold the data although their
geoscientists asked management to
reconsider due to bright spots on the
data. Since the bright spots were not
associated with closure, the data were
sold, and that data led to widespread use
of AVO onshore to find hydrocarbons,
and the discovery of hundreds of BCFG
on trend. In a few years, independents
took information majors left behind, and
turned a virtually unexplored trend into
a mature and highly successful one.
James L. Allen has served SIPES in
many ways, having held several offices
in the Houston Chapter, including chairman, and was also a National Board
(Continued)

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

John Newberry
TBA
Dwight Cassell
Time and Location TBD

FORT WORTH

NEW ORLEANS

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

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

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

Tony Hauglum
Marty Thering
Dawn Bissell
Dan Pedrotti
Ortiz Int'l. Center
Last Tuesday of month

Don Muth
Michael Adams
John Stephens
Neil Barman
Prestonwood Country Club
3rd Tuesday

OKL AHOMA CITY

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

Chairman:
V-Chrmn:
Secretary:
Treasurer:
Meets:
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Connie Knight
Neil Sharp
Jerry Cuzella
Gary Thompson
Wynkoop Brewing Co.
4th Thursday

Bill Bippus
Barry Rava
Allan Kean
Bruce Blake
Petroleum Club
3rd Thursday

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

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

Louis Lemarié
Cliff Williams
TBA
Eric Broadbridge
Andrea’s Restaurant
3rd Tuesday

HOUSTON

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

Bob Leibrock
Monte Meers
Jim West
Tom Zadick
Fort Worth Petroleum Club
1st Wednesday

King Munson
Julia Battle
King Munson
Petroleum Club
2nd Wednesday

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

Bill Mueller
Earl Sebring
George Friesen
Jerry Elger
Midland Country Club
3rd Wednesday

Greg Riepl
Michael Bone
Mike Pollok
Terry Hollrah
The Petroleum Club
Chase Tower, 35th Floor
1st Wednesday

SAN ANTONIO
Chairman: Tom Kirby
Co-V-Chrmn: Lee Billingsley & Bill Layton
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CHAPTER NEWS CONTINUED

James Allen presented his talk in July.

Member, and president of the SIPES
Foundation. Jim was raised in Wyoming
and received a B.S. from Baker
University and a Ph.D. from the
University of Wyoming, both in physics.
He began his career as a geophysicist
with Exxon, worked for Texas Eastern,
then went on his own as a consultant in
1980. With great trepidation, Jim started participating in wells in the mid‘80s, and started several small companies, some successful and some not.
He has had considerable success
exploring for oil and gas, particularly
using AVO and depth migration, with
his biggest being in the Hackberry
Trend. Jim is currently chairman of
Allen-Hoffman Exploration Co.
In August, Milly Wright, director of
operations for Chemostrat, Inc. in
Houston, gave a talk entitled “The
Good, the Bad or the Ugly - How to Tell
Which You Have in the Permian Basin
from Cuttings Analysis.” Direct measure analysis of cutting samples in the
Permian Basin to gather elemental, mineralogical and organic contents has
become almost routine. Typically, these
data are used to characterize petro-facies
and tie back lateral well to target zones.
She explored how those data can be used
to figure out whether you have wells that
can be described as the good, the bad or
the ugly, and how this can be used to
forward model.
The approach of using elemental data
to predict zone performance was useful
in the Eagle Ford, where elements such
as Ni and Mo showed elevated values in
zones that were more prolific. However,
in the Permian Basin, several factors
negate the Eagle Ford approach. Firstly,
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facies change rapidly, both spatially and
temporally in the formations of the
Permian Basin, therefore even if the
“best” facies is identified in a pilot, it
will change laterally. Secondly, the
petroleum system of the Wolfcamp
Formation is different to that of the selfsourcing Eagle Ford, meaning that high
TOC (and therefore Ni and Mo) will not
predict the best producing zones in the
Permian Basin. Examples from the
Wolfcamp B and lower Spraberry targets
in the Midland Basin will demonstrate
that by taking a more holistic approach;
production zone performance can be
predicted from direct cuttings analysis.
Data gathered from lateral well cuttings are organic geochemistry, inorganic elemental data, mineralogical data,
RHOB, porosity (total and pore size
distribution), which are complimented
by any downhole logs available. This talk
demonstrated, with examples, how integration of these data streams with well
production data enables understanding
of what “ingredients” are needed to create the conditions most likely to result in
good production from the Wolfcamp
and Spraberry targets. With this knowledge it becomes possible to begin to
predict where in each stratigraphic target zone the probability of best performing zones will be found.
The key to achieving this goal is being
able to gather enough data in a timeframe and budget that allows the work to
be done on all wells being drilled, not
just the occasional science well.
Therefore, they looked not only at the
science that allows predictions to be
made, but also the workflow that allows
these large datasets to be gathered in a
way that makes them operationally
effective.
Milly has spent the last fifteen plus
years working in the field of chemostratigraphy and bulk elemental analyses, and as director of operations for
Chemostrat, Inc., in Houston, and has
studied elemental datasets and their
interpretations in a wide variety of depositional environments and plays all over
the world. Milly is originally from the

U.K. and graduated with her undergraduate degree in geology from the
University of Leicester in 2000. She
then completed her master’s degree in
geology from the University of Houston
in 2010. Over the last few years Milly’s
research has predominantly focused on
resource plays, and she regularly presents at local and national conferences.
In September, Steven
Ilkay, managing director for Angle Capital,
provided a talk entitled
“Economics and Opportunities in Mature
Fields.” His talk
included discussion on
Steven Ilkay
the pricing trends of
crude oil and natural gas, service costs,
and other factors that drive enhanced
economics in the current environment.
Investment includes: understand your
investor and know the sources of capital.
Crude oil has passed through a key resistance level and in large trading is trading
in the range of $65 to $80, with the price
of $65 to prove as support. Multiple
basins outside the Permian are seeing
significant investment and the rig count
is stable. Cost containment strategies
are paramount, but prudent investments
can generate outsized returns, even in
this market.
An accomplished energy industry
expert, Steven has a diverse finance,
marketing and strategic advisory background. Steven has two decades of
investment banking and private equity
experience on both the buy and sell
sides. Clients and partners have ranged
from large, multi-national energy producers to smaller, private enterprises.
Steven's area of focus is in unconventional oil and gas production throughout
North America, including most major
shale and tight oil and gas plays and
Canada's oil sands. Steven advises energy participants on capital asset planning,
feasibility studies, transaction due diligence, and oilfield supply chain.
Doug McGookey
Secretary
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WORLD RESERVE CURRENCY CONTINUED
precious metals, petroleum-related
transactions including the purchase of
petroleum, petroleum products, or petrochemical products from Iran, transactions by foreign financial institutions
with the Central bank of Iran, the provision of underwriting services, insurance
or reinsurance and sanctions on Iran’s
energy sector. Continued activity by
persons engaged in sanctioned activity
will lead to exposure of sanctions and
enforcement action under U.S. law
unless you are waived by the State
Department” (1).

Effect before November 2018
Iran’s oil exports have decreased by an
estimated 1.8 million barrels oil a day
since the President’s announcement on
May 8, 2018. SVB Energy International
sees Iranian oil exports dropping to
750,000-800,000 barrels per day by
November as per purchase contracts at
the National Iranian Oil Company from
a high of 2.7 million barrels in April
2018 (2).
The effect of losing revenue on 1.8
million b/d of crude oil exports is devastating to the Iranian economy. The
Central Bank of Iran has already devalued its currency, the “rial,” quicker than
expected, leading to an inflationary spiral with several periods of social unrest,
protests and shootings since May 2018
(2). U.S. National Security Advisor John
Bolton has stated “the U.S. is prepared
to use sanctions to drive Iranian oil
exports down to zero” (3).
Iran and the Dollar
Iran is negotiating with China and the
EU to establish a reserve currency to
unseat the dollar, circumvent the U.S.
financial backed system and limit sanction effects (4).
China desires to have its yuan become
the world’s reserve currency (4), (5).
Russia, Venezuela, North Korea, and
several other nations and voices within
the EU desire a replacement reserve
currency to the dollar to gain independence from the U.S. financial system
and potential sanctions (4), (5), (6),
(10).
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Country
European Union
Germany
Japan
China
South Korea
France
Canada
India
United
Kingdom
United States

2017 Current Account
Balance (billions)
404.9
296.6
195.4
164.9
78.46
-37.77
-49.26
-51.21

2016 Current Account
Balance (billions)
359.7
297.5
188.1
202.2
99.24
-20.98
-49.32
-15.3

-106.7

-153.9

-466.2

-451.7

Figure 1. Estimated Current Account Balance of the Top and Bottom Five in Surplus and
Deficits. Source: CIA World Fact Book. The U.S. has the largest Current Account balance
deficit while the EU with Germany has the largest Current Account balance surplus.

The Financial Times reported on
September 12 that Jean-Claude Juncker,
president of the European Commission,
vowed to have the euro as a global
reserve currency to reduce financial
dependence on the U.S. stating “it was
an aberration the EU paid for more than
80% of its energy imports in U.S. dollars
while only 2% originated from the U.S.”
(6). Replacement of the U.S. dollar
sounds reasonable since currencies trade
daily through exchange rates. However,
the ability to become a major reserve
currency is a very big deal, and more
than a monetary equation of exchange
rates such as the U.S. dollar index equating the dollar’s value to a basket mix of
six different foreign currencies or other
(5), (6), (7), (10), (11).

Background of the
U.S. Dollar, World
Reserve Currency
Reserve currencies are any currency
held in significant amounts by governments and institutions for settling payment in international transactions,
investments and other within the world
economy (15). All commodity transactions are settled or priced in U.S. dollars, the major reserve currency or world
reserve currency to many (5).
World reserve currencies need to have
liquidity requiring a tremendous available supply. The ability of a country, or

the EU, to become a larger reserve currency requires debt issuance with value
stability and confidence in maintaining
purchasing power. A national currency
that also serves as a world reserve currency needs to have a current account
deficit (4), (7), (8), (13) (Figure 1).
Only two national currencies have also
served as world reserve currency: the
British pound sterling and the U.S. dollar. Currently, the dollar represents
62.25% of world reserve currency, the
euro 20.26 % and the Chinese yuan
1.84% (Figure 2).
Prior to 1945, the British pound sterling under the Bretton Woods system
was the world’s reserve currency consisting mainly of gold and silver (9),
(11), (13). Bretton Woods expanded in
1944 to include U.S. dollars as acceptable reserves and simplified transactions
as dollars exchanged for gold (9), (13).
The dollar replaced the pound sterling
as the world’s reserve currency in 1945,
as it was the only reserve currency with
a gold standard (8), (13).
The world was flooded by dollars after
WWII through loans, world development, aid and consumerism (5), (13). In
March 1973, the U.S. officially abandoned the gold standard and Bretton
Woods was no more. The supply of dollars continued to expand, and in 1985
the United States became a debtor
(Continued)
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Rank
1
2
3
4
5
6
7
8
9
10
Source:

2018 Q2
2018 Q2
Currency
Share Percent
Measured in Dollars
U.S. dollar
62.25 %
$ 6.55 Trillion
EU euro
20.26 %
$ 2.13 Trillion
Japanese yen
4.97 %
$ .523 Trillion
English sterling
4.48 %
$ .471 Trillion
Canadian dollar
1.91 %
$ .201 Trillion
Chinese yuan
1.84 %
$ .193 Trillion
Australian dollar
1.70 %
$ .179 Trillion
Swiss franc
0.16 %
$ .017 Trillion
Others
2.44 %
$ .257 Trillion
Not Reported
8.35 %
$ .959 Trillion
International Monetary Fund. www.data.imf.org

Figure 2. Global Currency Reserves Held by Percentage and Ranked. Over 62% of the global
currency held in the Q2 of 2018 were dollars.

nation for the first time since WWI,
when its current account balance became
a deficit. Nations having their currency
as the world reserve currency need to
run current account deficits to supply
liquidity.
Yale economist Robert Triffin stated
in 1957 that the ability to export/send
dollars abroad through loans and settle
international payment requires a strong,
stable financial system capable of carrying a negative current account balance.
Further, if the United States ever
stopped running balance of payment
deficits and supplying reserves, the
resulting shortage of liquidity would
cause the global economy to contract. If
the current account deficit continued,
inflation and loss of confidence in the
currency would result (9). This paradox
became known as “Triffin’s Dilemma”
(8), (13).

Discussion
All national leaders want their nation’s
economy to be export driven and carry a
positive (surplus) current account. The
EU euro does not have the liquidity to
surpass the dollar to become the major
reserve currency (5), (7). Japan does not
want negative current accounts, as it
views itself as an export-driven economy
giant (14). China is also export driven,
controls its currency to maintain an
export-driven economy, and has not
established reserve currency liquidity or
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longevity since becoming a reserve currency in October 2016 (7).
The issue that China, Russia,
Venezuela, Iran, the EU, and several
others have, is the ability of the U.S. to
use its financial system and the dollar to
wield sanctions as an economic weapon
(4).

Conclusion
The cost of being a large debtor nation
is staggering, as current account deficits
require interest payment on debt bonds,
notes and other. China wants to be a
major reserve currency player and is
offering petro-yuan transactions and
other to those nations having sanctions
as an initiative (5). China will face sanctions unless some settlement is reached
with the United States concerning Iran.
China does not have the financial ability
in its economic structure or desire to
carry a negative current account balance
for financing world economic growth as
a major reserve currency (4). Remember
the Triffin Dilemma? China wants
export-driven growth, which means it
will carry a surplus current account,
control its currency to keep an exportdriven economy, and does not have currency liquidity to become a major reserve
currency within the near future. The
U.S. dollar will remain the default world
reserve currency and will not be
replaced.

November 5 is quickly approaching.
The EU will follow the sanctions against
Iran, as it’s a union of nations with individual members often having economic
issues that threaten the health of the
entire union. Germany is the financial
engine of the EU and carries a heavy
burden for the euro. The situation for
Iran is more serious. The ability of the
dollar to remain a world currency is
challenged more by world economic
growth with its cost to the U.S. economy.
Donald P. Muth is an
A
AAPG
Certified Petroleum Geologist with an
M
MBA
in finance and a
B in geology. He is a
BS
consulting petroleum
g
geologist
and enjoys
research to find solutions. The outcome of
what happens after November 5 is something that holds his interest.
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FOR IMMEDIATE RELEASE

September 6, 2018
Contact: SIPES – sipes@sipes.org
Dallas, Texas
Telephone 214-363-1780

SCHOLARSHIPS AWARDED

Dallas, Texas – The SIPES Foundation, overseeing the scientific, educational and charitable programs of the Society of
Independent Professional Earth Scientists, is pleased to announce that six outstanding earth science and engineering
students have been selected to receive scholarship awards this year. Applications were accepted from currently-enrolled,
upper-division or graduate students who are U.S. Citizens studying any field of earth science or engineering, and who
have a cumulative grade point average of 3.5 or higher.
Receiving a $3,000 award from the Marvolene Speed Bennett and Carleton D. Speed, Jr. Endowed Fund is
Jacqueline Giblin, a master’s degree student in geoscience at the University of Connecticut. Receiving a $2,500 award
from the Edward A. McCullough Endowed Fund is Daniel Halford, a master’s degree candidate in geology at the
Colorado School of Mines. Receiving a $2,000 award from the Stephen E. Collins Memorial Scholarship Fund is
Haithem Trabelsi, a doctoral candidate in systems engineering with a concentration in petroleum engineering at the
University of Louisiana at Lafayette. Receiving a $2,000 award funded by a gift from the SIPES Midland, Texas Chapter
is Garrett Goff, a master’s degree student in geology at the University of Texas at El Paso.
Receiving $1,250 awards are Audrey Douglas, a doctoral candidate in coastal and marine system science at
Texas A&M University – Corpus Christi, and Jonathan Stine, a doctoral candidate in geosciences at the University of
Texas at Dallas.
Since its founding in 1981, the SIPES Foundation has awarded scholarships to 249 promising earth science and
engineering students. Funding for the 2018 awards was made possible through generous donations from SIPES Members;
bequests from the Foundation’s endowed funds above, and from a designated gift from the SIPES Chapter in Midland,
Texas. The SIPES Foundation also conducts and films educational seminars, contributes funding to earth science
publications and continuing education programs, and maintains an extensive library of earth science films.
The Society of Independent Professional Earth Scientists is a national organization of more than 1,200 selfemployed geologists, geophysicists and engineers engaged primarily in domestic energy exploration and development.
SIPES has twelve chapters located in oil and gas centers of the United States. Applications for the SIPES Foundation
Earth Science Scholarships are available on the SIPES website annually after March 1.

###
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Letter from the SIPES Foundation President — Michael R. Vasicek
The summer of 1976 I had just finished my
sophomore year at The University of Texas.
I spent that summer working for Halliburton
in Rankin, Texas. It was a great experience,
driving big trucks and laying out heavy iron
on the cement and frac crews. But more
important to me was that it allowed me to
save up enough money to buy my first car. I
Robin Vasicek
ordered direct from the factory, a 1977
Nautilus Blue Firebird Formula 400. That year the front end
had a new look, like that of an eagle, and this was the first of
the Firebird line to have an electronic ignition. The total cost
was a whopping $5,549.00. And even though the speed limit
had been changed to 55 mph, this car would move down the
highway. It didn’t matter to me that in order to make the trip
from Austin to Midland, I had to stop in San Angelo to get gas
(the car got 7-9 mpg). Gas was only $0.43 per gallon. (By the
way, I still have the car under cover in my garage, and it still
runs great. But at 7 mpg, it doesn’t get out a lot.)
The years 1977-79 were breakout years, and my first boom in
the oil business. As a student all I knew was that engineers and
geologists were in demand. Starting salaries for engineers had
doubled from $700-800 per month to $1,800+ per month. The
price of oil had increased from $2.70/bbl in 1973 to $12.50/
bbl in 1977.
Average tuition at a state school was $690 per year, and room
and board was $1,375. In contrast to today, a recent survey
reports that a moderate budget for 2017-18 would cost $25,290
for a public school and upwards of $50,000 for a private
school, and I don’t think this includes much for gas money.
So, what’s the purpose of this information? One of the missions of the SIPES Foundation is to support up and coming
earth scientists. We do this by giving out annual scholarships to
qualified students. Students must submit a detailed application
along with three references. The scholarship committee, (composed of three members of the SIPES Foundation Board), then
reviews and ranks each answer provided by the applicant. The
applicants are then ranked, and scholarships are awarded based
on those rankings. It is an arduous and time-consuming process.
These scholarships are made possible due to the generous
honorarium and memorial contributions of SIPES Members.
There are multiple, predetermined donation levels ranging

from $50 to $1,500, but larger donations are gladly accepted.
Donations may be made in honor or in memory of an individual. Both the donor and honoree for each contribution are published in the SIPES Quarterly.
The following question has recently come up: “Is there a
more personal way to honor or memorialize with a special
named contribution?” There are currently three permanent
endowed funds. They are: the Marvolene Speed Bennett &
Carleton D. Speed, Jr. Fund, the Stephen E. Collins Memorial
Scholarship Fund, and the Edward A. McCullough Endowed
Fund. Setting up a permanent endowment requires a minimum
contribution of $50,000, which can be made by an individual
or a combination of multiple individuals giving to the designated endowment.
The board has been considering another avenue to support
future geoscientists and give special honor to past geoscientists
without having to meet the current minimum $50,000 endowment. A new program is being set up that will be called “The
Recognized Scholarship Program.” The program will have
three levels of contributions: $10,000, $15,000 and $20,000.
Donations under this program would be used to fund scholarships over a five-year period. This would provide five annual
scholarships of $2,500, $3,000, and $4,000 respectively.
These scholarships would be used to give special recognition
to the donor, and the works of the person being honored/
memorialized. In addition to the name recognition, we would
also publish a personal and historical write-up of the person
being remembered which would be included in each of our
quarterlies over the five-year period, as well as given out to the
scholarship recipient.
I hope you will consider contributing this year at any level.
Whether a $50-$1,500 memorial/honorarium, a “Recognized
Scholarship” or a “Permanent Endowment,” your contribution will be a benefit to our future earth scientists, as well as a
way to recognize the works of our past and current members.
With the cost of education escalating, I hope each of you will
consider a donation to the SIPES Foundation. (See donor card
on next page).
Again, whether it’s $50 or $50,000, the SIPES Foundation
appreciates your contribution, as well as the support it has
received in the past from SIPES Members.
I thank you for your support.
Michael R. Vasicek
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SIPES Foundation Donor Card
Please Designate my Gift for:

 Discretionary Use by the SIPES Foundation
 SIPES Foundation Scholarship Fund
 Stephen E. Collins Scholarship Fund

Please send contributions to:
SIPES, 4925 Greenville Ave. #1106, Dallas, TX 75206

 Marvolene Speed Bennett & Carleton D. Speed, Jr. Fund
 Edward A. McCullough Endowed Fund

Click Here to Donate Online

SIPES Foundation Donors — November 1, 2017 to November 1, 2018
$3,000 - $3,999

$300 - $399

Patrick A. Nye

Kenneth J. Huffman
Barry J. Rava
William M. Smith (OKC)

In memory of Paul M. Strunk, #1869


$2,000 - $2,999
SIPES Midland Chapter
Scholarship Endowment Fund


$1,000 - $1,999
William C. Burkett
James A. Gibbs
In memory of Paul M. Strunk, #1869

William E. Hardie
Gary C. Huber
Roxana O. McGregor
In memory of M. Donald McGregor, #87


$600 - $699
D. Craig Smith


$500 - $599
David A. Eyler
Henry R. Hamman
Sally J. Meader-Roberts



$200 - $299
Louis C. Bortz
Garnet W. Brock
Lawrence H. Davis
Scholarship Endowment Fund

Ralph O. Kehle
In memory of Eric O. Kehle

Robert C. Leibrock
In memory of Nolan Hirsch, #475

Walter S. Light, Jr.
Marcus D. Maddox
H. Jack Naumann, Jr.
Ronald E. Neal
John H. Newberry
SIPES New Orleans Chapter
In memory of Willis E. Conatser, #1216

Daniel L. Smith
Joe H. Smith
In memory of Elwin M. Peacock, #416

William M. Smith (Houston)
Scholarship Endowment Fund

Stephen A. Sonnenberg
In memory of Frank Sonnenberg, #1417

David L. Read

Charles J. Swize
C. Al Taylor, Jr.

Scholarship Endowment Fund

Scholarship Endowment Fund

Joe T. Vaughn
Robert M. Wynne, Jr.

Michael R. Vasicek
In memory of Victor F. Vasicek, #766
& Jack G. Elam, #124

William G. Watson
Larry R. Wollschlager

J. David Overton
Arthur J. Pansze, Jr.



Scholarship Endowment Fund

$100 - $199

Edward B. Picou, Jr.
John M. Rakowski
Charles D. Schmidt
Vinton H. Sholl

William C. Bahlburg
Richard S. Bishop
Scholarship Endowment Fund
in memory of John J. Amoruso, #335

Bruce M. Brady III

In memory of John E. Hankey, #2548

Jeffry A. Smith

Scholarship Endowment Fund

In memory of Joe C. Neal, #1436

William T. Brown, Jr.

Richard W. Thompson, Jr.
Richard O. Williams

Scholarship Endowment Fund

Stewart Chuber
Duncan D. Dubroff
In memory of Elwin M. Peacock, #416

Roger A. Freidline
David G. Griffin
David N. Grimes
W. Kenneth Hall
Scott G. Heape
Edward W. Heath
Gary P. Huffman
Alfred James III
John E. Kimberly
Constance N. Knight
Scholarship Endowment Fund

Robert H. Marshall
Richard McCullough
Scholarship Endowment Fund

Michael F. McKenzie
Jim P. Miller
Wayne D. Miller
Scholarship Endowment Fund



$50 - $99
George M. Carlstrom
Jene C. Darmstetter
Leonard S. Fowler
Eduardo Gonzales
Andrew Harper
Steve H. Hill
A. Darryl James
In memory of Laurence E. Gnagy, #303

Larry L. Jones
Jack F. Minor
Robert E. Pledger
Eddie W. Rhea
David B. Roberts
John R. von Netzer
Scott A. Wainwright
Melanie K. Westergaard
Richard Wilkerson



James F. O’Connell



Please consider making a contribution to the SIPES Foundation.
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. Please remember the SIPES Foundation in your estate plans.
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IN MEMORIAM

Dr. Edward C. Roy, Jr.
1936-2007
Professor, Trinity University,
Geology Department
1966-2005
Click Here for More Information
on the AGI Edward C. Roy, Jr. Initiative,
a program to name
the AGI Library in his honor.
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Remarkably Good News for Some Natural Gas Operators:
Market Price of Helium has More than Doubled
by Tom W. Stander
The following report may be of interest, especially if you have
natural gas production or are planning on investing in either oil or
natural gas projects.
Who would have thought last year that the sale price received
from helium today would be larger than the sale price received for
natural gas?
On August 31, 2018, the USA BLM conducted their last
helium gas auction (FY 2019). The average sale price for all
lots of helium was $279.95/MCF. This is $160.64 over the
past year (FY 2018) value of $119/MCF or a 135% increase.
The maximum sale price for a lot was $337/MCF (a 238%
increase over FY 2018).
The unexpectedly large increase in the price of helium is
very good news for small natural gas operators because many
have only conventional gas wells and fields.

Helium Price History

Only conventional natural
gas fields contain helium
Unconventional shale gas wells and fields do not contain
helium. Since most (if not all) small gas operators only have
conventional gas fields, these operators stand to enjoy an
extraordinarily large benefit from the increase of helium prices.
That is if their natural gas fields contain helium in the first
place. I am not sure what percentages of the natural gas fields
contain economically viable amounts of helium. My guess is
that the percentage is not very high.
Much of today's natural gas is being generated by majors and
large independents in unconventional shale gas plays. The
increase in helium price is not likely to impact their exploration
and development programs. Thus it is going to fall to the
smaller gas operators (some of them SIPES Members) to
explore and develop new helium-natural-gas resources.
Because of this, helium prices are expected to increase and stay
strong for a considerable time because these operators are
going to find it difficult to keep up with the new demand for
helium.
These new helium sale values were not expected to increase
this much. The BLM helium sale price has almost doubled
(183%) during the past ten years (2008-2018). The author has
previously forecasted the price to double again in the next
decade. But he did not expect it to more than double (235%)
from $119 as of this summer of 2018 to $280/MCF on August
31, 2018, in such a short time period.
As a practical note, this means that the profits from some
natural gas production fields may have doubled at the start of
September 2018 if they were already extracting helium from
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their gas stream. It also means that the wellhead price from the
helium sales will be larger than the wellhead price from the
natural gas alone.

Crude and Tub Trailer
Helium Prices Computed to
Equivalent Henry Hub Market Prices
Today (post BLM auction) the sale price of crude helium
(50-80% pure) is either $280/MCF or $337/MCF, depending
on whether you use the average price ($280) or use the maximum price ($337) as determined from the August 31, 2018,
BLM helium auction. To add complexity and confusion, the
market price of helium is much higher if you have a helium
extraction plant that generates helium of much higher purity.
The sale price of tub-trailer helium (99.999% pure) is either
$683/MCF or $823/MCF depending on whether you use the
average price ($280) or use the maximum price ($337).
To put these numbers in perspective, let's compare the helium market prices for a given gas field by computing the
equivalent Henry Hub market prices. This will allow a comparison of the potential economic benefit of future helium
market prices using Henry Hub as a base for various concentrations of helium in the natural gas. The Equivalent Henry
Hub Helium Price (EHHHP) would be added to the current
Henry Hub natural gas price to determine the total potential
market price from the natural gas fields with helium. Table 1
on page 23 computes the EHHHP for various helium concentrations and for various potential future market helium posted
prices. The table computes these values for both crude helium
and tub trailer helium concentrations.
For example, for a helium concentration of 1.00% and at a
future market price of $300/MCF, the Equivalent Henry Hub
(EHH) for crude grade helium is $3.00/MCF. The average
Henry Hub natural gas price for the twelve months of 2017 is
$2.99/MCF. At this point in this gas field, the helium market
price nearly equals the posted average 2017 Henry Hub price.
For all practical purposes, currently, in fall of 2018, the helium
market is at or near $300/MCF.
Likewise, at this same point, the tub trailer EHH helium
price, with a concentration of 1.00%, is $7.32/MCF. The total
for both the Henry Hub natural-gas and the EHH helium-gas
market price is $10.31/MCF. This price is 345% larger than
the average Henry Hub natural-gas market price of 2017.
It is not unreasonable that within the next five to seven years,
the helium market price may reach over $500/MCF. Then at
$500/MCF and for a gas field with 1.00% helium concentration, the EHH crude helium price is $5.00/MCF and for the
tub trailer helium price is $12.20/MCF. The total Henry Hub
(Continued)

SIPES QUARTERLY

MARKET PRICE OF HELIUM CONTINUED
Table 1
Equivalent Henry Hub Prices for Potential Helium Market Prices
Crude Helium (50-80%) Concentration %
Market
He Price:
$250
$280
$300
$350
$400
$450
$500
$550
$600

0.30%

0.75%

1.00%

1.25%

1.50%

2.00%

$/MCF

$/MCF

$/MCF

$/MCF

$/MCF

$/MCF

$0.75
$0.84
$0.90
$1.05
$1.20
$1.35
$1.50
$1.65
$1.80

$1.88
$2.10
$2.25
$2.63
$3.00
$3.38
$3.75
$4.13
$4.50

$2.50
$2.80
$3.00
$3.50
$4.00
$4.50
$5.00
$5.50
$6.00

$3.13
$3.50
$3.75
$4.38
$5.00
$5.63
$6.25
$6.88
$7.50

$3.75
$4.20
$4.50
$5.25
$6.00
$6.75
$7.50
$8.25
$9.00

$5.00
$5.60
$6.00
$7.00
$8.00
$9.00
$10.00
$11.00
$12.00

Tub Trailer Helium (99.999%) Concentration %
Market
He Price:
$250
$280
$300
$350
$400
$450
$500
$550
$600

0.30%

0.75%

1.00%

1.25%

1.50%

2.00%

$/MCF

$/MCF

$/MCF

$/MCF

$/MCF

$/MCF

$1.83
$2.05
$2.20
$2.56
$2.93
$3.29
$3.66
$4.03
$4.39

$4.58
$5.12
$5.49
$6.41
$7.32
$8.24
$9.15
$10.07
$10.98

$6.10
$6.83
$7.32
$8.54
$9.76
$10.98
$12.20
$13.42
$14.64

$7.63
$8.54
$9.15
$10.68
$12.20
$13.73
$15.25
$16.78
$18.30

$9.15
$10.25
$10.98
$12.81
$14.64
$16.47
$18.30
$20.13
$21.96

$12.20
$13.66
$14.64
$17.08
$19.52
$21.96
$24.40
$26.84
$29.28

natural-gas and the EHH helium market price would be
$7.99/MCF and $15.23/MCF for crude and tub trailer grade
helium-natural gases respectfully. The tub trailer EHH grade
helium price plus the average 2017 Henry Hub natural-gas
price is 509% over the Henry Hub natural-gas price alone.

A Kansas Example
The author has a helium-natural-gas field development project in Kansas. The natural gas found in the Kansas project
contains 1.27% helium. This is a remarkably high value considering most natural gases contain less than 2.00% (with some
notable exceptions). Historically, most helium has been produced from the Hugoton-Panhandle gas field which has average helium concentration of only 0.5% (Lloyd Pippin, 1970,
Panhandle-Hugoton Field, Texas-Oklahoma-Kansas - The
First Fifty Years, in Geology of Giant Petroleum Fields,
Memoir 14, Ed. M. T. Halbouty, AAPG, p. 220). Currently, a
gas field is considered economically viable if it contains helium with concentrations of over 0.3%.
Again, to put these new helium market numbers in perspective, let's compute the EHH helium market prices for this
Kansas gas field. The following EHH "Kansas helium prices"
have been computed by multiplying the helium market prices
by the helium content of the Kansas gas (1.27%). These values
will be compared to the Henry Hub natural gas posted prices.
During the past year ( January-December 2017), the Henry
Hub gas prices have averaged $2.99/MCF.
Thus the EHH helium sale price of this Kansas project
crude helium (50-80% pure) is either $3.56/MCF or $4.28/
MCF depending on whether you use the average price ($280)
or use the maximum price ($337) as determined from the
August 31, 2018, BLM helium auction. Likewise, the sale
price of Kansas tub-trailer helium (99.999% pure) is either
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$8.68/MCF or $10.45/MCF depending on whether you use
the average price ($280) or use the maximum price ($337).
These values are remarkable. This Kansas project helium
price is added to the Henry Hub gas price if you want to compare the potential economic benefit of the Kansas project to
other non-helium natural gas field projects. If the maximum
helium prices are used, then the Kansas project tub-trailer
helium plus the natural gas is worth $13.43/MCF. Comparing
this value to the typical Henry Hub price of $2.99/MCF, this
value is 449% more than the Henry Hub average price of 2017.
Earlier, the author predicted the future crude helium (5080% pure) to peak over $425/MCF in the next five to seven
years. With today's crude helium price (BLM auction August
31, 2018) of $280/MCF or 337/MCF, the forecasted peak
crude helium price of $425/MCF in 2025 may be conservative. But if this 2025 prediction is correct, then the Kansas
project EHH helium tub trailer price could be near $13.17/
MCF. The combined equivalent Henry Hub Kansas project
helium price ($13.17/MCF) added to the average Henry Hub
natural gas price ($2.99/MCF) could be near $16.16/MCF.
It is possible that over the next seven to ten years, the total
wellhead/lease price received for the gas from the Kansas
project could range from $8.00/MCF to over $18.00/MCF or
much higher if the crude helium market price peaks over
$500/MCF.

Crude Helium Price History
and Future Forecasts
The "Crude Helium Price 1997-2018 with Forecasts
2019-2040" chart on page 24 plots the historic helium BLM
sale prices for helium and forecasts the future free market
values. The red dash exponential prediction line predicts the
crude helium price from 2019 to 2038 by using the past crude
helium prices from 2009 to 2018. This curve might have been
a reasonable predictor of future helium market values, at least
in the short term, until the BLM conducted its last helium sale
on August 31, 2018, when the average crude helium price
jumped to $280/MCF.
Perhaps a more realistic forecast is the Cyclic Forecast
curve. It is impossible to predict the future, but the following
observations using this cyclic forecast curve are reasonable. 1)
The helium price will rise to a peak until the supply catches up
and surpasses demand. At what peak price and when it will
occur are difficult to predict, but the shape of the price values
are likely to be somewhat illustrated in the cyclic forecast
curve in the chart. 2) Shortly after the peak price, the helium
price will drop relatively quickly, and additional exploration
and production of helium will stop for a period while the oversupply bubble deflates. 3) After this initial "boom and bust
cycle," the helium sale price will somewhat stabilize around a
supply-demand equilibrium value with only small fluctuation
around this value.
(Continued)

23

MARKET PRICE OF HELIUM CONTINUED

Crude Helium Price 1997-2018 with Forecasts 2019-2040
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Helium Price History
and Future Forecasts
The chart labeled "Henry Hub,
Crude Helium and Tub Trailer Price
with Forecasts 2019-2040 Using
Helium Equivalent Values..." compares and forecasts prices computed as
if the project were near Henry Hub. The
helium prices in this chart were computed by multiplying the historical posted or forecasted helium values by the
helium content (1.27%) of the natural
gas at the Kansas project gas field. This
allows comparison to other natural gas
projects using the Henry Hub location
in Louisiana for a base of comparison.
Today's crude helium and tub trailer
values at the Kansas project are $3.56/
MCF and $8.68/MCF respectfully.
These combined values added to the
current Henry Hub price of $2.99/MCF
are $6.55/MCF and $11.67/MCF
respectfully. The chart forecasts helium
prices going forward to 2040, and predicts that helium will follow as a cyclic
pattern.
With today's crude helium price (for
the Kansas project) of $3.56/MCF, the
forecasted peak crude helium price of
$5.40/MCF in 2025 may be conservative. This predicted peak crude helium
price in 2025, added to the Henry Hub
natural gas price of $2.99/MCF is
$8.39/MCF. Likewise, the tub trailer
helium price for the Kansas project in
2025 is predicted to be near $13.18/
MCF. The combined tub trailer helium
price with the Henry Hub natural gas
price is over $16.00/MCF.
Impact on Independents
There are three ways to possibly benefit from the unexpectedly large increase
in the market price of helium:
1) Current independent small natural
gas operators can reevaluate their current gas production if the gas contains
helium. Even very low concentrations of
helium may today become economically
viable to extract.
(Continued)
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2) Develop new exploration and production projects that have helium gas
potential.
3) Invest in existing helium-naturalgas projects.
Remember, only conventional natural
gas fields contain helium. Unconventional shale gas wells and fields do not
contain helium. Much of today's natural
gas is being generated by majors and
large independents in unconventional
shale gas plays. These operators are not
going to develop helium exploration and
production projects.

Financial Windfall from
the Kansas Project
The Kansas project is a good example
of a potentially extraordinarily large
financial windfall as a result of the
increase of helium prices. The heliumnatural-gas production from the Kansas
project is produced from the shallow
(less than 3,000 feet) Mississippian
Osage reservoir. The 3D seismic survey
reveals that the reservoir is an extensive,
complex, and interconnected system of
paleocaves, paleochamber, and other
karst structures. These cave complexes
can typically contain over fifty linear
miles of passageways per square mile.
The Kansas cave-system complex could
cover and drain helium and natural gas
from a very large area, perhaps four to

sixteen square miles. Maximum daily
helium and natural gas production from
out of the top of an open cave are limited
by only the diameter of the production
casing. For example, in this Kansas project, the maximum daily gas production
for a four-inch diameter casing is near
thirty million cubic feet per day.
The projected investment cost for the
second phase of this project is less than
three million dollars ($2.8 MM). The
expected total helium-natural-gas production is near twenty billion cubic feet
(19.8 MMCF) for the 760-acre lease
with the discovery well.
The potential profit for this initial
760-acre lease is near $23 million dollars
WITHOUT using the additional value
of the helium gas. The potential profit
for this lease is near $40 million IF using
today's crude helium market price of
$280/MCF. The potential profit for the
lease is over $71 million, IF using today's
tub trailer market price of $683/MCF.
The profit to investment ratio (P/I) is
8.12 without the additional helium sales.
The profit to investment ratio is 14.2 for
the crude helium market price, and is
25.5 for the tub trailer market price.
This illustrates the potential financial
windfall from the current increase in
helium market prices. The helium price
increase has a very dramatic impact on
the potential profit of any helium-natu-

ral-gas project including the Kansas
project.

Conclusions
Future commodities prices are always
difficult to make and always wrong to a
certain extent. The forecasts in the
future crude helium and tub trailer helium prices, in the above charts, would
seem reasonable and perhaps conservative. But the helium prices are going to
be controlled by free market forces as
the helium prices make the transition
from being controlled by the BLM (pre2019) into the free markets of supply
and demand forces (post-2019).
Unexpected price swings and spikes
may occur during this transition period
and into the future.
With the above economic analysis, you
can see why the author believes that the
next five to seven years will be a very
beneficial time to take advantage of the
increase in helium prices. For perhaps
the next five years, the helium market
will be in the "boom" portion of the
"boom and bust" cycle. It would be wise
not to wait for the "bust" portion of this
cycle to benefit from this rare economic
opportunity.
Please feel free to contact the author at
tomwstander@gmail.com or 303-5142393 if you have any questions or comments.
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