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We initiated coverage of Vivakor in May (2022), and there have been some major changes to the story 

since that initiation that require some attention.  

 

On June 16, 2022, the Company announced an agreement to “acquire companies with assets located in 

two major U.S. oil basins with long-term contracts in place”. Thereafter, on August 2, (2022), Vivakor 

announced the closing of that transaction. Moreover, in November (2022), Vivakor announced that the 

acquiree of those transactions, oil industry expert James Ballengee, was appointed Vivakor’s new Chief 

Executive Officer and Chairman of the Board of Directors. This set of events is in our view 

transformational for Vivakor on a handful of levels and we will elaborate, but first, here is an excerpt of 

the announcement reflecting the addition of Mr. Ballengee, which also includes some financial 

performance metrics of the acquired assets:   
 

Vivakor, Inc. 

November 7, 2022 

Vivakor Appoints Prominent Oil Industry Expert James Ballengee as Chief Executive 

Officer and Chairman of the Board 

 

IRVINE, CA / ACCESSWIRE / November 7, 2022 / Vivakor, Inc. (NASDAQ:VIVK) ("Vivakor" 

or the "Company"), a socially responsible operator, acquirer and developer of clean energy 

technologies and environmental solutions, is pleased to welcome oil industry expert James 

Ballengee as its new Chief Executive Officer and Chairman of the Board of Directors. 

 

Mr. Ballengee brings more than 20 years of direct energy industry experience having 

previously served as CEO of Taylor Logistics, LLC, an oil gathering, storage, and 

transportation company, which was sold to Gibson Energy, Inc. (TSX: GEI) in 2010. He 

founded and served as Chairman and Chief Executive Officer of Bridger Group, LLC, a private 

crude oil marketing firm, from 2010 to 2013. He then managed its successor, Bridger Logistics, 

LLC from 2013 to 2015, which was sold to Ferrellgas Partners, LP (then, NYSE: FGP). On 

August 1, 2022, Vivakor acquired Silver Fuels Delhi, LLC ("SFD"), and White Claw Colorado 

City, LLC ("WCCO") for total consideration of $37.4 million from entities affiliated with Mr. 

Ballengee. 

 

In 2021, Silver Fuels Delhi generated $33.0 million in revenue, $1.7 million operating income 

and $1.4 million net income, as disclosed in audited financial statements included in the 

Company's Current Report on Form 8-K/A filed with the U.S. Securities and Exchange 

Commission on October 17, 2022 (the "Form 8-K/A"). 

 

For the six months ended June 30, 2022, unaudited, Silver Fuels generated 118% growth to 

$29.6 million in revenue, $1.8 million of operating income and $1.4 million of net income, as 

disclosed in audited financial statements included in the Form 8-K/A. 

 

The acquisition of SFD and WCCO allows Vivakor to combine the benefits of a midstream oil 

and gas company with its proprietary, Remediation Processing Centers ("RPCs"), providing 

the Company with the opportunity to capture a significantly greater portion of the oil storage, 

transportation, and remediation value chain. Under Mr. Ballengee's leadership, Vivakor 

intends to continue its ESG focus while seeking opportunities to diversify its products and 
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services via presently existing synergies, developing additional projects or acquiring 

companies that provide additional opportunities and benefits. 

 

 

"This is an exciting day for me. I consider it an honor to join Vivakor as its Chief Executive 

Officer and Chairman. I look forward to continuing Vivakor's strong vision to build an 

environmentally friendly company operating in the oil sector. The combination of this vision 

and the acquisition of the midstream oil and gas assets of SFD and WCCO presents a unique 

opportunity to bring ESG technology to the existing traditional midstream industry. I believe 

my oil industry experience, coupled with Vivakor's existing ESG focus, will allow us to develop 

opportunities and acquire assets that have the potential to create future value for Vivakor's 

shareholders. I look forward to leading Vivakor into the future," stated Mr. Ballengee. 
 

First, the acquisition was originally designed to be a synergistic and strategic combination. Silver Fuels 

Delhi and White Claw Colorado City collectively provide “crude oil gathering, storage, and 

transportation”.  In addition, the acquired entities provide Vivakor with “the infrastructure to blend and 

sell oil which has been recovered via Vivakor's RPC machine from tank bottom sludge…”.  Recall, in our 

initiating coverage of Vivakor, we identified 3 initial markets for the Company’s RPC oil extraction 

technology, and those included extracting bitumen from the Company’s tar sand property in Utah, cleaning 

oil contaminated soil in Kuwait (because of Iraq’s invasion in 1991) and using the RPC technology to 

clean oil storage tank bottoms (initially in Texas).  We believe the development of the third of these 

markets ultimately led to the acquisition of Silver Fuels and White Claw.  Ostensibly, the principles of the 

related entities decided that combining them would create some advantages.    

 

Second, we think the most synergistic portion of the combined entities is James Ballengee.  In our view, 

Mr. Ballengee’s contacts within and knowledge of the industry, may create opportunities for Vivakor’s 

RPC technology that may otherwise be more difficult to exploit.  While at the time of the acquisition Mr. 

Ballengee noted that he “could not be more excited to become a major shareholder of Vivakor and to 

participate in the Company's future growth", we do not think that included any direct role with the 

Company.  While we submit, having his expertise as a large shareholder of the Company would certainly 

be welcome, we do not think it carries the same level of commitment and/or credibility as his being a large 

shareholder and the new CEO and Chairman.  To reiterate, while the acquisition of the Silver Fuels and 

White Claw assets appear additive, the addition of Mr. Ballengee may prove to be the more accretive piece 

of the deal. 

 

Third, the acquisition of Silver Fuels and White Claw, coupled with the addition of James Ballengee will 

likely change the way the Company deploys resources, which (along with the addition of the new assets) 

will also change many of our model assumptions.  Again, looking back at our initiating coverage, the 

Company essentially had 3 completed RPC units, which is true today as well. At the time of our coverage, 

we believed that they intended to deploy one into each of these markets. And today, there is a unit in each 

location, although as we understand it, the Houston unit is currently being assembled and they are hoping 

to have it operational late in 2QF23.  Further our initiating coverage noted the following with respect to 

the oil storage tank bottom (Houston) market:     

   

As we alluded to above, this is the least “seasoned” of the Company’s three major projects, 

but it may also ultimately prove to be the most accretive…  In addition, aside from potentially 

robust economic potential, this particular project coupled with Kuwait may accentuate their 

ESG posture. Moreover, as we understand it, the hydrocarbons they are recycling from this 
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project may provide their customers with some environmental or other credits that could 

measurably enhance the economics of their offering.  In that instance, we would surmise that 

Vivakor and its partner may be able to benefit from those enhancements as well. All things 

considered, we think the Houston project provides a potentially marked open end to the story. 

  

Succinctly, we think the acquisition and addition of Mr. Ballengee has likely moved the tank bottom 

opportunity to the top of the list in terms of priorities for a handful of reasons.  Most specifically, as we 

noted above and will cover additionally below, we think this is likely their most attractive ROI opportunity.  

Moreover, we think Mr. Ballengee’s connections will provide them with access to ample tank bottom 

customers on one end and blended oil buyers on the other, as well as the people and processes in between 

the two required to execute the business.  While we believe the Company has tried to develop similar turn- 

key operations in the other markets, their lack of revenue recognition in those respective markets suggests 

they have been unable to achieve that to this point.  For instance, in Kuwait, while they have delivered the 

RPC and they are prepared to provide the required technical support to operate the unit, they do not have 

much control over when and to what degree the RPC operates.  Further, in Utah, we think they have 

encountered a handful of challenges that have caused some delays there as well. As a result, our 

expectation is that tank bottoms, especially given the new additions, will likely represent the critical path 

in terms of deploying additional units into the foreseeable future.  To be clear, we are not suggesting that 

they are abandoning the other markets, but we do think much of the focus in the near and intermediate 

terms will be on tank bottoms.  

 

The above noted, it may be helpful for us to revisit some of the tank bottom metrics as we have come to 

understand them.  

 

• The Company estimates that a single RPC can process approximately 20 tons of oil sludge per 

hour, which on a 24-hour basis is 480 tons per day. Assuming some downtime, maintenance etc., 

we are modeling 400 tons per day.  Further, they believe they can operate the facility for a rate of 

approximately $35 per ton. Our modeling assumes $50 per ton, but this is an input we will be 

closely monitoring as we move forward.  

 

• They believe they can recover 60% to 80% oil from each ton of sludge.  Generally, a ton of oil 

equates to something around 6.5 barrels of oil, but we assume the sludge is a bit heavier so for our 

calculations, we assume 1 ton equates to 6 barrels of oil.  As a result, if they recover 60% to 80% 

oil from processing a ton of sludge, they will recover between 3.6 and 4.8 barrels for ton.  Our 

modeling assumes around 3.5 barrels per ton.  

 

• One of the more compelling things about the RPC model is that the feedstock in the process is 

something that historically operators must pay to dispose of.  Moreover, because the sludge is 

considered “hazardous waste” it requires special disposal protocols, which significantly increases 

the cost of that disposal.  As a result, by processing the sludge, the Company can effectively 

capture that disposal fee along with ultimately selling the recovered oil. In conjunction with 

prevailing hazardous waste disposal fees, the Company believes they can collect between $100 

and $200 per ton of sludge collected. We are modeling the lower end of that range. 

 

• As we noted above, Vivakor intends to augment the RPC processing facility with blending 

capabilities.  This should allow them to maximize the price they received for their recovered oil.  

Obviously, oil prices are a considerable wildcard here, but for our modeling we have assumed 
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ongoing (recovered) oil prices of around $70 per barrel.  Clearly, oil prices will remain a marked 

wildcard in the analysis and performance of the Company.   

 

• Lastly, while this particular variable remains open-ended, the Company believes, and we are 

inclined to agree, that their recovered oil will likely benefit from environmental edicts aimed at 

cleaner and/or lower carbon footprint fuels. We know the Company is reviewing these 

alternatives, and we think they will ultimately benefit from them, we have no idea how to handicap 

and/or model this piece of the story. As a result, for now, we are looking at this as a variable that 

could provide future upside surprises.  

 

Aggregating the above analysis, the Company anticipates getting an RPC operational in Texas in Q2F23.  

With that assumption, hypothetically, if they process 400 tons of sludge per day 6 days per week (we 

believe they will operate 7 days per week, but again, we are modeling something less than that), they 

would collect $80,000 in tolling fees per day, $480,000 per week and approximately $6.3 million per 

quarter. In addition, if the processed sludge yields 3.5 barrels per ton, and they process 400 tons per day, 

they will have 1,400 barrels of oil to sell per day.  At a $70 per barrel assumption price, that would yield 

$98,000 in oil sales per day, $588,000 per 6-day work week and approximately $7.64 million per quarter. 

Therefore, if we add the tolling fees with the oil sales, we get close to $14 million in revenue per quarter. 

If we account for $50 per ton worth of processing costs, the quarterly processing fees against those 

revenues would generate gross profit of around $12.5 million per quarter.   

 

The above noted, while we continue to believe the RPC technology could deliver marked value to Vivakor, 

the fact is, contrary to our estimates the RPC’s in place did not contribute in any meaningful way to most 

recent reported quarter (Q3F22, ended 09/30/22). On the other hand, the newly acquired assets did 

contribute all of the revenues for the quarter and below is some color on our modeling of these assets 

going forward.  

 

To reiterate, the acquired assets consist of Silver Fuels Delhi, LLC and White Claw Colorado City, LLC.  

Specifically, the White Claw asset(s) consists of a 120,000-barrel storage tank in Colorado City, Texas  

 

White Claw owns a 120,000 barrel oil tanking facility, in the heart of the Permian Basin, located near 

Colorado City, Texas. The tanking facility is “presently connected to the Lotus pipeline system and 

Vivakor intends to further connect the tanking facility to additional pipeline systems. Under the terms of 

an already existing agreement, White Claw Crude, LLC has agreed to lease the oil storage tank for a 

period of 10 years”.  The aforementioned lease is for $150,000 per year or $1.8 million per year, so we 

know the anticipated revenues from this asset. 

 

The second acquired business, Silver Fuels Delhi, is located in Delhi Louisiana. To edify, Silver Fuels 

buys, blends, stores and transports crude oil with two related parties that sell them crude oil, which they 

gather, store and transport to buyers.  Silver Fuels provides these services under long term fixed rate 

contracts that guarantee them $5 per barrel, but also provide for additional margins. The Company also 

has contracts with buyers for up to 60,000 barrels per month (although we believe there are provisions for 

amounts beyond that).  For fiscal 2021, Silver Fuels reported revenues of $33 million, net income of $1.4 

million (representing 4% of revenues) and EBITDA of $2 million (representing 6% or revenues).  For the 

first 9 months of 2022, Silver Fuels reflected revenues of close to $46 million, although as a consolidated 

entity with Vivakor, Silver Fuel’s individual operating results are not provided, however, our modeling 

attempts to segment these numbers.  We anticipate that Silver Fuels (as well as White Claw) will continue 

to be accretive.  
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While to reiterate, we think these acquisitions include a handful of important synergies, they also include 

some elements that we think have muted the perception of their value in the street. First, recognize that 

the “seller” of the assets was ostensibly Vivakor’s new CEO and Chairman, James Ballengee. Further, 

Vivakor’s cost of acquisition was pegged at $37.4 million consisting of “shares of restricted common 

stock equal to 19.99% of the total issued and outstanding shares of Vivakor's common stock that are 

subject to lock-up agreements preventing their sale for a period of up to 18 months, promissory notes and 

certain assumed liabilities which are subject to post-closing adjustments”.  More specifically, the 

purchase price included the issuance of 3,009,552 Vivakor common shares valued at $4,278,655, or $1.42 

per share. The noted promissory notes are secured and have a three-year term with a principal amount of 

$28,664,284.  Moreover, the transaction essentially stipulates that all free cash flow from the acquired 

operations be used to pay down the principal of the notes. We think that provision has caused some to 

discount the transaction in terms of its value to Vivakor. However, subsequent to the closing of the 

transaction and in conjunction with his appointment as CEO and Chairman, Mr. Ballengee converted $10 

million of the principal amount into additional shares of Vivakor, at the same $1.42 valuation, or 7.04 

million shares. For those who like companies with managers with “skin-in-the-game”, that is a topical 

vote of confidence in our view.  

 

Looking ahead, we think there are a handful of primary operating metrics that we will be trying to 

identify/model as we move forward, and those metrics will likely determine much of the Company’s 

success and by extension it’s valuation in the coming quarters: 

 

Revenues from the newly acquired assets.  Clearly, much of the Company’s operating revenue through 

fiscal 2023 will come from the combination of Silver Fuels and White Claw. As noted, we believe there 

is good visibility into White Claw’s revenue because it is essentially a lease ($150,000 per month).  On 

the other hand, revenues for Silver Fuels are a bit more elusive. Silver Fuel’s existing customer agreements 

guarantee Silver Fuels/Vivakor $5 per barrel for each barrel they store and transfer.  In addition, they are 

also able to keep 90% of any margin they can capture selling/transferring the oil to their buyers, but in no 

case will their total be less than $5 per barrel. Obviously, in this scenario, both revenues and resulting 

margins will be driven by oil dynamics (supply, demand, pricing etc.).  To edify, they recognize revenues 

as the barrels of oil they store/transfer multiplied by prevailing oil prices, so oil prices will directly impact 

revenues and gross margin, but will not impact gross profit commensurately.     

 

Revenues from RPCs.   As we illustrated above, 

we have high expectations for the potential of the 

Company’s RPC technology, and we think the 

acquisitions coupled with Mr. Ballengee’s 

resume will ultimately speed the path to 

meaningful RPC commercialization.  We submit, 

in our initiating coverage, we modeled RPC 

commercialization in Utah and in Kuwait that has 

yet to materialize. Specifically, we modeled 

meaningful revenues from Utah and (to a lesser 

degree) Kuwait to begin in Q3F22, which again, has proven to be aggressive.  Ironically, we modeled 

revenue from sludge recycling to be the third leg of RPC commercialization, which now looks like it will 

be the first.  We think there are a handful of reasons why Utah has been more challenging to start than we 

(they) anticipated, and as we understand it, they have little control over the commencement of operations 

in Kuwait.  That said, here is how we are modeling the Company’s RPC initiatives.  
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We believe the Company is slating 2QF23 for commencement of RPC operations in Houston. While given 

the favorable anticipated economics we laid out above we trust it is a high priority for management, we 

are also acutely aware of the fact that of the many small emerging enterprises we have evaluated over the 

past 2+ decades, most of them take more time (and often more money) to commercialize that their 

managements believe/articulate.  To translate, in the context of a 2QF23 start, we are modeling what we 

think is a conservative ramp for the commercialization of the “sludge” RPC.  Further, we are not modeling 

any contribution from the Utah and/or the Kuwait RPC units in fiscal 2023. Frankly, if our math and 

understanding of the respective opportunities are reasonably accurate, the tank bottom sludge 

opportunities look to be the most optimal, by a considerable measurable. If that is in fact the case, it would 

seem to us that deploying the Utah RPC into Texas or Louisiana would be a considerably more optimal 

approach. Granted, there may be other nuances to that we are not understanding and/or are not privy to, 

but that is our high-level view. That said, again assuming our assumptions regarding various RPC 

opportunities are reasonable, it also seems to us that the longer-term solution will be to add more RPC 

units.  That brings us to our next point.  

 

Financing and adding RPC units.  Historically, Vivakor has been undercapitalized and unprofitable, 

which has made advancing the RPC technology to commercialization a challenge. As a result, they have 

attempted to use some off-balance-sheet approaches to financing the buildout of RPC units. Those have 

generally taken the form of revenue-based royalties. Our assumption going forward is that if our model 

proves reasonably accurate, they should be able to add RPC units through more traditional financing 

methods (convention debt or equity raises for instance) that we think would include lower overall costs of 

capital. If our sense of our discussions with management is correct, we think the facilities/infrastructure 

they are establishing to install and operate RPCs to clean tank sludge, as well as the respective addressable 

markets, should provide opportunities to add RPCs going forward. For now, we are modeling one RPC in 

each location, but again, we view the opportunity for more units as a potential leg up in the story.      

 

Anticipated operating expenses. Trying to nail down operating expenses for small companies, especially 

those transitioning into commercialization (as well as those integrating new acquisitions) is one of our 

more difficult tasks.  It is not quite as elusive as trying to project revenues but its close.  Vivakor’s analysis 

in that regard has been additionally complicated by an offering in February 2022, and a handful of other 

nuances. That said, our discussions with new management lead us to the conclusion that they believe they 

can reduce operating expenses markedly from prior period levels. Given the marked increases in revenue 

provided by the acquired assets, that seems counterintuitive on the face.  However, as we understand it, 

the acquired assets do not require considerable overhead to operate, and much of what they do require are 

included in COGS.  That said, we remain a bit guarded about these line items, especially when it comes 

to projecting them lower, and we will obviously review them as we move along, and new filings provided 

added visibility.  

 

Lastly, the Company recently filed and S-3 registration, which suggests that we can expect them to sell 

additional shares as the markets allow. We suspect that may be the genesis of some of the recent weakness 

in the stock. While none of us are generally fans of companies issuing more shares and creating additional 

dilution, the notion that Vivakor will need to raise additional cash to fund a likely working capital deficit 

until they can begin generating positive operating cash should not be lost on anyone paying attention to 

the story.  Our model reflects that reality as well. That said, keep in mind that Mr. Ballengee is the now 

the Company’s largest shareholder, so we are going to assume that he will be quite diligent with respect 

to dilution.        
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To summarize, the new assets as well as the new management are significant “wrinkles” to our original 

analysis, albeit highly positive changes in our view. Most specially, we think the addition of Mr. Ballengee 

is a significant wildcard in the story, as we think his posture in the space may provide opportunities that 

would most certainly be more difficult to address without him.  We think the proximity of the new asset 

to tank sludge operations is part of that view as well.  As result, we have recast our model to reflect these 

changes and have attempted to build some new projections around these additions. Further, we are 

reiterating our price target of $6.00 and at the same time increasing our allocation from 4 to *5 based on 

what we believe is the overall improved posture of the Company because of the changes we addressed 

above as well as some recent compression in the stock. We would add, the share price at this publication 

represents a 17% discount to the price which CEO and Chairman James Ballengee accepted in equity as 

part of the original acquisition, as well as the price at which he subsequently converted an additional $10 

million of the acquisition debt.  We will review our allocation and our price targets as added visibility 

becomes available.   

        

 

 

Projected Operating Model  
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General Disclaimer:  

 

      Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor 

base. Our publications are for information purposes only. Readers should review all available information on any company 

mentioned in our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, 

as well as other regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor 

either with the U.S. Securities and Exchange Commission or with any state securities regulatory authority. Readers should 

consult with their own independent tax, business and financial advisors with respect to any reported company. Trickle Research 

and/or its officers, investors and employees, and/or members of their families may have long/short positions in the securities 

mentioned in our research and analysis and may make purchases and/or sales for their own account of those securities.  David 

Lavigne does not hold a position in Vivakor, Inc.  

 

      Trickle Research co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to 

present at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these 

conferences.   

 

      Vivakor has paid fees to present at investor conferences co-sponsored by Trickle Research. 

  

      Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of Trickle 

Research is prohibited. 

 

      All rights reserved.   

 

    Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the                       

report. 

Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 

1 “investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units 

or $2,500.  Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with 

a rating of 1.  As a guideline, here is a suggestion on how to use the allocation system. 

 

        Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  

In simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, 

our goal is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, 

if you think you would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per 

stock (using the diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some 

room to add to positions around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, 

at $1000 invested per stock and a typical starting allocation of 4, your “investment unit” would be the same $250 we used in 

the example above.   Thus, if we initiate a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we 

later raise the allocation to 6, you might consider adding two additional units or $500 to the position.  If we then reduce the 

allocation from 6 to 4 you might consider selling whatever number of shares you purchased with 2 of the original 4 investment 

units.   Again, this is just a suggestion as to how you might be able to use the allocation system to manage your portfolio.  

         

        For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

 

• A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that 

range should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating 

because the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of 

our ratings.  

• A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

• A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range 

would indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of 

these. 


