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We initiated coverage of Vivakor in May 2022.  Our enthusiasm at the time centered on the Company 
Remediation Processing Center (“RPC”) technology. To refresh, that technology is capable of extracting 

oil and other hydrocarbons from dirt and sand.  That functionality has presented a handful of opportunities 

with different goals.  Initially, the Company developed the technology to extract oil from natural oil sands 

located (primarily) in Utah.  As our initial coverage points out, oil sands host marked amounts of bitumen, 
which most would recognize as the black viscous “tar” in asphalt. As an aide, bitumen is often what is left 

over in the oil refining process, and it can also be turned into other higher value hydrocarbon products if 

the refinery also includes “cracking” technology. Cracking is more economic at higher oil prices, which 
can impact the supply of bitumen required to build asphalt roads.  In part, the original business plan sought 

to use the RPC technology to extract bitumen from oil sand and sell it to the construction industry.   

 
In addition to extracting bitumen from oil sands, the Company also discovered that the technology could 

be used to remediate sand and dirt impacted by oil/gas accidents or other spills.  Specifically, they were 

able to initiate a demonstration of the technology for agencies of the Kuwaiti government (in conjunctions 

with the United Nations), which was trying to remediate 500,000 tons of contaminated sand and soil as a 
result of Iraq’s invasion of Kuwait in 1990, wherein they set over 700 Kuwaiti oil wells on fire. That 

demonstration eventually led to a contract that we believe the Company will begin monetizing shortly.  

 
Aside from the two applications above, the Company also discovered that the technology had other potential 

commercial applications as well. Specifically, Vivakor determined that their RPCs could be used to 

remediate oil “sludge”.  Oil sludge is a by-product of the oil storage and transportation process and over 
time it accumulates in the bottom of stationary oil storage tanks/silos as well as in highway and railroad 

(oil) transportation tanks. The sludge is largely oil mixed with sand, dirt, paraffins and other sediments, as 

well as water.  The sludge must be periodically removed from these tanks as it eventually impacts their 

storage capacity and/or worse yet, corrodes the tanks.  Once the sludge is removed from the tank, (typically 
a manual process) it needs to be disposed of, which creates additional problems.  In many cases, due to its 

high hydrocarbon content, the sludge is deemed hazardous waste, which impacts where/how it can be 

disposed of and adds considerably to the overall costs of removing it from the tanks. Additionally, in many 
cases, the sludge must be dewatered before it can ever be sent to a disposal site since sites of that nature 

only accept solid waste.  In short, while a necessity, cleaning the sludge from oil storage tanks, as well as 

from the truck and/or railroads tankers is an expensive endeavor.                

 

While the above summed up Vivakor’s collective opportunities as we understood them at the time of our 

initiating coverage, some additional events occurred along the way that significantly changed the narrative. 

Specifically, shortly after our initiation, In August (2022) Vivakor closed the acquisition of two producing 

assets; Silver Fuels Delhi, LLC ("SFD"), and White Claw Colorado City, LLC ("WCCO") from entities 

affiliated with Mr. James Ballengee. Today, those acquired assets represent the entirety of the Company’s 

current operating footprint.  Further, following the acquisition, on November 7, 2022, Mr. Ballengee 

became the CEO of Vivakor.    

         

Thereafter, on November 1, 2023, Mr. Ballengee provided a Company update that included some new data 

points. Here are some of our high-level observations regarding the current posture of the business per that 
update:  

 

• First, as we noted, the two acquired pieces of the business, Silver Fuels Delhi, LLC and White Claw 

Colorado City, LLC represent virtually all the current operating business of the Company. In short, 

Silver Fuels provides oil storage/transfer services, and they are guaranteed a minimum spread on 
the fuel they handle. That being the case, they have a finite amount of storage capacity, and while 

there are instances when it is able to capture spreads larger than the guaranteed rate, we do not 

expect considerable variability from this portion of the business in terms of revenues and/or gross 
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profit.  In addition, White Claw owns a storage facility which earns a static rent payment, so this 
part of the business is generally predictable as well.  Further, as we understand it, the original 

purchase agreement requires the cash flow from these businesses to be used to pay down the 

purchase value of the assets. To edify, when the Company first initiated the acquisition, we did not 

think the operating pieces themselves represented the most additive value of the transaction. Rather, 
our view was that the greater value of these acquisitions was the industry “beachhead” that came 

with them.  We still believe that. We will expand on that a bit later in this update.   

 

• Second, our initial enthusiasm for Vivakor was focused on the potential for its RPC technology. It 
still is. As we attempted to delineate above, the Company has multiple potential opportunities for 

that technology, but some of those opportunities appear to have changed since the time of our 

initiation. Most notably, at that time the Vernal Utah oil sands endeavor was the legacy/flagship 
project, but that has been moved to the “back-burner” in favor of some other options. That however, 

is not largely surprising because in our initiating coverage, we noted that the tank bottom sludge 

opportunity(s) would likely turn out to be the highest margin and most open-ended opportunity the 

Company had in front of it.  Further, we think the addition of Mr. Ballengee as CEO probably 
elevated this option because of his presence and associated contacts in the oil storage and transport 

business in and around Houston. More specifically, we think he has probably provided openings 

for the Company that may not have come to fruition without his direct participation/association.             
 

• Setting aside the Houston project for a moment, the Company’s recent update provided some 

additional information regarding their Kuwait activities.  Specifically, they are moving the Utah 

RPC unit to Kuwait, and the update suggests that the unit should be in Kuwait by now. (We would 
add, their Kuwaiti customer provided a $1.9 million loan to move the RPC unit to Kuwait).  If we 

understand this correctly, they should now (or shortly) have 2 RPCs in Kuwait. They also note they 

expect to be paid a license fee of $20 per ton and will not share in any of the expenses.  We have 

attempted to model what we think is a reasonable start date around the frame of the update, as well 
as a ramp-up phase on their way to processing what they indicate should be 40 tons per hour (20 

tons per unit) at $20 per ton.  We believe this is a bit different revenue model than they were 

anticipating when we initiated our coverage, so we have made associated changes to our model.  
Given those differences, we will attempt to get some additional clarity on this arrangement. To be 

clear, we have not been able to establish much access to management, so we have some questions 

about this (and other) arrangements.  

 

• Circling back to Houston, the update provided some added color there too.  Specifically,     
 

The RPC Houston project has hit many significant milestones. In Q4 of 2022, the 

Company finalized the lease of approximately 3 three acres close to Lake Houston. In 
Q1 of 2023 an SPV closed its offering, netting approximately $13.7 million for the 

manufacture of facilities to process up to 40 tons of material at the Houston site. We 

were able to prepare the facility to process and store both the tank bottom sludge and 
other contaminated soil that it will be receiving along with the cleaned soil and 

recovered oil from its remediation process. 

 

In addition, the Company, in Q2 2023, closed on a $2.2 million debt financing to 
expand the Houston site to add a washout facility. The addition of the washout 

capability will allow Vivakor's Houston facility to offer a full-service remediation 

center for the producers of the tank bottom sludge. With this addition of the wash plant, 
we anticipate customers will be able to drop off contaminated waste for remediation 
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into sellable, reclaimed oil, and have their trucks and containers cleaned for reuse in 
the same facility. 

 

Construction of the RPC in Houston is nearly complete and the wash plant is in the 

latter stages of construction. We are currently waiting on permits from the Texas 
Railroad Commission and the EPA to allow us to operate the facility. We anticipate 

those to be approved in the near future and to begin processing samples shortly after 

receiving the permits. 
 

• Frankly, the preparation/commercialization of the Houston facility has taken more time and 

more money than we anticipated. Specifically, we were originally looking for it to begin initial 

operations by the end of 2QF23.  Clearly, our assessment in that regard was markedly 
aggressive, but it does look like they could see some limited contribution from Houston in 

Q1F24 pending the aforementioned permits.     

 

To summarize, Vivakor looks a bit different than we envisioned it would look at this point when we initiated 
the coverage.  Perhaps most notably the Silver Fuels and White Claw acquisitions, but more notably in our 

view, the onboarding of James Balengee. That said, we continue to believe the Company’s larger 

opportunities hinge on their ability to advance the commercialization of their RPC technology, in 
conjunction with management’s apparent industry reputation. In that regard, while again we thought RPC 

commercialization would be further along by now, it appears that 2024 could represent the breakout in that 

regard. We have recast our model to reflect and align with some of the guidance in the corporate update. 
To that end, it may be helpful to go over the “back-of-the-napkin” math regarding the metrics the Company 

provided around the Houston opportunity (and in the context of how we understand them).   

 

They indicate they believe they can process 40 tons of tank sludge per hour at the Houston facility.  We 
believe that will require two RPC units. On the face, if they process 40 tons per hour that equates to 960 

tons per day (assuming a 24/7 schedule), and roughly 87,000 tons per quarter (960 tons per day * 91 days).  

They also indicate that they expect to get 1.3 barrels of recovered oil for each ton they process, which, using 
the same math, would yield around 113,000 barrels of oil per quarter. Ostensibly, at $70 per barrel, 

recovered oil sales would approximate $8 million per quarter, although as we understand it, RPC investors 

would be entitled to 25% of that revenue stream so the Company would net around $6 million in oil sales 

per quarter.  Further, the Company also indicates that current market pricing for tolling fees for 
accepting/treating/disposing of tank bottom sludge is “between $400-$500 per ton and current wash fees 

can run as much as $2,000 per truck with all of its containers”. Setting aside wash fees, given the above 

math, if the Houston facility operates at full capacity, processing 87,000 tons per quarter, and collecting a 
$400 fee per ton would generate just under $35 million in toll fees per quarter.  In terms of margins, we 

assume $150 per ton in processing fees (a number that is higher than that which were assumed in some of 

the prior iterations the Company was modeling).  Those are the rough numbers as we understand them. So 
then, if Vivakor can garner customers (an endeavor that we believe is made possible by management’s 

relationships in the Houston oil storage and transfer market) and can operate at even a fraction of their 

anticipated capacity, the numbers are extraordinary.     

 
That brings us to our final point.  

  

In short, to this point we have found it difficult to communicate with Vivakor’s (new) management.  In 
fairness, we think some of that is the result of their attempts to get their arms around the business and the 

adjustments associated with running a public company.  We understand that, on the other hand, providing 

research on small early-stage companies with poor visibility is challenging enough, but trying to do so with 
little or no access to management is exponentially more difficult, and in our experience, prone to failure.  
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Despite what we see as delays in the rollout of the RPC commercialization, we remain constructive on 
Vivakor’s prospects, largely because, as the numbers we laid out above indicate, the opportunity here is 

extraordinary if the assumptions regarding production capacity, oil recovery and tolling fees are even 

remotely accurate. That noted, our continued coverage of the name will likely depend on management’s 

willingness to communicate the business better, especially given our reliance on metrics that have yet to be 
demonstrated. To that end, we submit, the November update was encouraging.  

 

To reiterate, we have recast our model around some of the information the Company has provided. As a 
result, we are reiterating our allocation of 5 and we are establishing a new 12-24 month price target of 

*$4.75, which represents a marked discount to the valuations that the above numbers might otherwise 

imply. Again, we think that approach (heavy discounts to the assumptions) is appropriate given the 
unproven nature of those assumptions in terms of potential customers, tolling fees and production capacity 

and utilization, as well as our continued guardedness over management’s willingness to communicate the 

metrics of the business.  As usual, we will reassess our targets as new data points emerge.      
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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. 


