
DUNES OF KERMIT 
FRACKING SAND OPPORTUNITY



FORMER DUNES OF KERMIT FRACKING SAND OPPORTUNITY
This site, in the heart of the former Dunes of Kermit, is one of the most well known fracking reservoirs in the Permian Basin.  

SITE DETAILS 

Acres
Location

City
County

Current Ownership
Estimated Quantity 

Approx. 2,970
Near SH 115 and FM 874 
Kermit, Texas
Winkler
Three Amigos Property
Est. 200Mil Tons

Sale Price:  $45,000,000

For Additional Information Contact HW Kirk  214-842-1390

*See Exhibits for reservoir study. 
CONFIDENTIAL



Together the above players will mine and ship approximately 22Mil tons of sand this year to shale drillers in the Permian Basin, the hottest oil patch on Earth. It is a staggering sum of sand, 
equal to almost a quarter of total U.S. supply. And within a couple years, industry experts say, the figure could climb to over 50 million tons.

CURRENT PLANTS

(entered since July 2017) 
Hi-Crush Partners

Badger
Atlas

**High Roller
Alpine

Black Mountain 
*Covia

BACKED BY

PUBLIC: HCLP 
PRIVATE- FAMILY OWNED (WI)
BLACKGOLD CAPITAL MANAGEMENT
CSL CAPITAL MANAGEMENT
PRIVATE
NATURAL GAS PARTNERS (DALLAS)
PUBLIC: CVIA

SIZE/PRODUCTION

3 MIL TONS/YEAR
3 MIL TONS/YEAR
4 MIL TONS/YEAR
4MIL TONS/YEAR
3 MIL TONS/YEAR
5MIL TONS/YEAR W/ 2 PLANTS
3MIL TONS/YEAR

*The newco by merger of U.S. Silica Holdings and Emerge Energy Services
**The original High Roller Sand Kermit 1218 plant was sold to Wisconsin Proppants in mid-2018 and our transition obligations were fulfilled at year end.
***5,000 AC 100+ years of sand production (325mm+ tons of resource identified).                              

CONFIDENTIAL

CURRENT PLANTS AND INVESTORS



HOW AND WHY   

The West Texas sand isn’t nearly as big or as sturdy. And it’s oddly shaped too -- more like a jelly bean than a marble.  So for years, it was 
ignored. (No one was even interested in it for use in other industries, like cement or microchips.) But then, in the summer of 2014, the price of 
oil plunged. Suddenly, cost-cutting was all the rage. And there was no cheaper place to pump shale oil than in the Permian.

As drillers piled into the region, they began to wonder if they really needed to have sand shipped from Wisconsin, some 1,300 miles away by 
rail when this “stuff” was all around them. Shipping costs from Wisconsin is about $90/Ton of sand. That’s triple the $25/Ton or so it costs to 
truck in the Texas sand.

CONFIDENTIAL

2018 Haul Production Value   
=$2B

THE IMPACT
Up to $500,000 savings per well 
when using in-basin frac sand!

SAVINGS OPPORTUNITY



2014$100

$59

Up to $500,000 savings per 
well when using in-basin 

frac sand!

SAVINGS
Cheaper to Drill in 

Permian 

WHY THE SHIFT TO THE PERMIAN?   





FRAC SAND DEMAND PROJECTIONS



PERMIAN FRAC SAND PERSPECTIVE ON SINGLE  WELL DEMAND



FUTURE DEMAND WILL CHANGE



PERIAN BASIN -PIPELINE PERSPECTIVE

Pipeline Infrastructure Challenge
Daily Capacity                      3.1 Mil B/day
Daily Production 3.4 Mil B/day 

BOTTLENECK

This bottleneck has stunted the growth of crude production as well as 
frac sand demand. However, that is about to change.

THERE ARE ENOUGH PIPELINE PROJECTS CURRENTLY UNDERWAY AND ON THE DRAWING 
BOARD TO POTENTIALLY MORE THAN DOUBLE THE CRUDE OIL TAKEAWAY CAPACITY OF THE 

PERMIAN BASIN.

https://www.blackmountainsand.com/tag/pipelines/


PERMIAN BASIN -PIPELINE PERSPECTIVE



PERIAN BASIN -PIPELINE PERSPECTIVE



Typical Permian Wells

• 10,000-foot lateral 
requires about 12,500 
tons of frac sand —
enough sand to fill more 
than 500 large sand trucks.

• 7,500 foot lateral and 
11 million pounds of 
frac sand 

TAKEAWAY CAPACITY CHALLENGE WILL DECLINE

PERMIAN BASIN- TRENDS



Sourcing Change

• There is an increase in E&Ps managing 
their frac sand supply chain. 

• Traditionally, responsibility was on the 
integrated oilfield services companies or 
pressure-pumping specialists that E&Ps 
contract with to provide completion-
related services.

• In the past two or three years, E&Ps want more 
control to enhance reliability, maximize 
efficiency and minimize costs.

• Increasing number of E&Ps were taking to 
become more involved in sand procurement.

PERMIAN BASIN- TRENDS

The Frac Sand Industry Going Forward
Recent trends have shown that Permian Basin: 

1. Wells have gotten longer with more proppant 
used per lateral foot. 
2. Record numbers of DUC wells needing sand 
for completion, points to a continued rise in frac 
sand demand. 
3. New pipelines in the works, potentially 
doubling the takeaway capacity in the Permian.

Add it all up, and the numbers look 
very positive for frac sand demand in the 
Permian Basin and a new production boom is on 
the horizon. 



Q1 2019 Sand Financials 
“Industry muddling along with overcapacity, 40/70 sand prices firming” 

Not all sand is the same….

By Joel Schneyer (Managing Director Oilfield Minerals – Capstone Headwaters)  May 21, 2019

20/40 and 30/50, which remains difficult to place and in many cases is viewed as a waste 
product today.

40/70, commands a premium and some mines are having some difficulty producing 
enough to meet demand.

Pricing for NWS 40/70 firmed up by end of quarter to the low-to-mid 30’s per ton mine gate pricing with 100 mesh a few dollars less.  40/70 
pricing held up pretty well for In-Basin Permian sand, but we are seeing continued pricing pressure on In-Basin Permian 100 mesh.



PERMIAN BASIN FUTRE PERSPECTIVE
Forbes Dec. 2018

Forbes April 2019

Many people will tell you that the production rate of Saudi Arabia’s Ghawar oil field, 
which has yielded 5 million barrels of petroleum per day for decades, will

never be surpassed. In fact, no other oil field has ever come close to topping the production 
rate of Ghawar, and up until recently I would have agreed its production would never be 

topped…..



But…in December 2018 
• Permian Basin production 3.8 million BPD 
• #2 in world oil field production 
• Up 3 million BPD since 2000 due to fracking
• Not even completing all wells drilled
• Soaring inventory of drilled but uncompleted (DUC) oil 

wells.
• Oil producers have drilled an average of 5,316 wells per 

year in the Permian over
• the past five years, but have only completed an average 

of 4,620 wells per year.
• USGS new estimated mean of undiscovered, technically 

recoverable resources in the Permian basin are 46.3
• billion barrels of oil

Robert Rapier has over 25 years of experience in the energy industry as an
engineer and an investor. Follow him on Twitter @rrapier or at Investing
Daily.

PERMIAN BASIN FUTRE PERSPECTIVE
Forbes Dec. 2018 Forbes April 2019

• Saudi Aramco -- the national oil company of Saudi Arabia and the 
world's largest oil company -- lifted a veil of secrecy - 2018 
production 3.8million BPD.

• So, it is quite possible that Ghawar is simply not operating at full 
capacity.

• The Energy Information Administration reports that the Permian 
Basin is now producing 4.2 million BPD. 

• Marks the first time in decades that Ghawar wasn't the top-
producing oil field in the world.



PERMIAN IS KEY FOR GROWTH

Exxon Mobil’s Permian Focus

ü Oct. 2017  ExxonMobil Acquires Crude Oil Terminal to Serve Growing Permian Basin Production
ü Establishes ExxonMobil as key midstream provider in the rapidly growing Permian Basin
ü Permitted for 100,000 BPD of throughput with the ability to expand
ü Provides transportation and storage options for Permian Basin producers
ü Plans to spend more than $2 billion on transportation infrastructure to support its Permian operations, 

including expanding its Acquired Crude Oil Terminal in Wink, Texas.
ü Also in 2017,  acquired the Permian acreage of Fort Worth's prominent Bass family to more than double 

its Permian acreage holdings paying over $6Bil.
ü March 5, 2019 ExxonMobil announced it will produce 1 million BPD from the Permian by 2024, while 

Chevron is targeting 900,000 BPD over the next five years.



First quarter Permian Basin output climbed 
36,000 boe/d from 4Q 2018 to 226,000 boe/d, 
and ExxonMobil revised its Permian growth 
expectations to more than 1 million boe/d "as 
early as 2024," the company said.
"The size of the company's resource base in the 
Permian is approximately 10 billion oil-equivalent 
barrels and is likely to grow further as analysis 
and development activities continue," the 
company said.

This acquisition marks 
ExxonMobil’s first terminal 
in the Permian Basin to be 
anchored by the 
corporation’s newly 
acquired Delaware Basin 
acreage, previously 
announced in January.

PERMIAN IS KEY FOR GROWTH

ExxonMobil's



This is a proposal to purchase the 3 Amigos acreage that encompasses the existing sand production adjacent to property 
currently held by High Roller, Hi Crush, Atlas, Covia, Badger etc. 

This particular property which is approximately 2,970 acres with existing cores show currently over 300 million tons of high 
quality frack sand that will enable us for over 50 years production in the heart of the "giant" Permian oil and gas play. 

This acquisition will facilitate 3 separate plants that can produce annually 4 million tons each which would constitute the 
premier facility in the basin. White Oak Materials along with its associates are working on developing the first plant that should 
start production by September 2019. This first venture will produce annually 2 million tons of frack sand. The plant is being
designed to increase production after only 6 months to increase production to 4 million tons. We should see that increase no 
later than mid September of 2020. 

Water is being purchased and piped to the facility directly which will provide for 2 benefits for the opportunity:
1. The ability to sell water directly
2. The ability to sell the products of the 3 sand plants
§ Annual production estimated at 12million tons

WHITE OAK MATERIALS SYNOPSIS PERMIAN BASIN KERMIT TEXAS 

White Oak Materials, is currently in negotiations on sand contracts to purchase all of the sand production the first plant will 
produce over the next 3-5 years. Current Market Value of each plant is $350 million dollars. The production and construction 
teams are assembled and look to start the first plant mid July 2019. 



Three Amigos (The Site)

NEW MEXICO

SAND MINE LOCATIONS 

CONFIDENTIAL 



PERMIAN 
SAND MINES

CONFIDENTIAL 



Operation Cost

Sand Royalty Not applicable

Water $0.10 included

Drying $2.80

Mining (to plant) $1.50

Washing $1.95

Fuel $1.50

Sand to Dryer $1.00

Load Out/Labor $3.00

Total $11.85/ton

After permanent electrical hook up fuel cost drops $1.00

New Cost $10.85/ton

OPERATING COST ESTIMATE PER TON
This is an estimate on a worst condition basis and developed by two of the leading experts that have built and operated existing plants. 



ARTICLES
Dunes of Kermit Sold 3/2016

Hi-Crush Partners LP (NYSE: HCLP) 1,200- acre acquisition of former Dunes at Kermit. 3-16/2017

Atlas Sand Opening Kermit Frac Sand Facility  7/2018

The New Texas Gold Rush:  Buying Sand for Fracking WSJ 9/2017

High Roller Sand – Will This Young Buck Become a Trophy? InfillThinking 9/2017 

Worthless Just Two Years Ago, West Texas Sand Now Brings in Billions Bloomberg 7/2018

Hi-Crush Converts from MLP to conventional C-Corp The Motley Fool 1/2019

Central Texas Sand Mines Shuttering 11/2018

Covia Holdings Corp CVIA Q3 Earnings Call Motley Fool 11/2018

Covia Sheds Light on the New Look Frack Sand Industry Seeking Alpha 11/2018

Note:  The above links will take you directly to the article. 

DISCLAIMER
This information has been obtained from sources believed reliable. We have not verified it and make no guarantee, warranty or representation about it. Any projections, opinions, assumptions or estimates used are for example only and do not represent the
current or future performance of the project. You and your advisors should conduct a careful, independent investigation of the property to determine to your satisfaction the suitability of the project for your needs. 

Photos herein are the property of their respective owners and use of these images without the express written consent of the owner is prohibited.

https://www.yourbasin.com/news/dunes-at-kermit-to-close-indefinitely/619323798
https://www.bizjournals.com/houston/news/2017/03/16/houston-frac-sand-co-to-mine-popular-west-texas.html
http://www.atlassand.com/atlas-sand-company-announces-grand-opening-kermit-frac-sand-facility/
https://www.wsj.com/articles/the-new-texas-gold-rush-buying-sand-for-fracking-1505386800
https://www.infillthinking.com/infill-thoughts/will-young-buck-roaming-dunes-become-trophy-introducing-high-roller-sand/
https://www.bloomberg.com/news/articles/2018-07-10/once-worthless-commodity-now-fetches-billions-in-plains-of-texas
https://www.fool.com/investing/2019/01/01/3-things-hi-crush-partners-management-thinks-you-s.aspx
https://www.houstonchronicle.com/business/energy/article/Pioneer-shuttering-central-Texas-sand-mine-13394674.php
https://www.fool.com/earnings/call-transcripts/2018/11/15/covia-holdings-corp-cvia-q3-2018-earnings-conferen.aspx
https://seekingalpha.com/article/4224539-covia-sheds-light-new-look-frac-sand-industry


Yesterday’s Fire-Sale Prices Have Become Today’s Leading Edge 
Rates…
What would have been considered fire-sale prices a year ago have become today’s leading edge spot rates in the Permian Basin.

We talked with multiple sand miners last week who told us they have picked a level they won’t sell below. We think that breakpoint for some producers trying 
to be disciplined is about $20/ton.

We think a reasonable range for Permian market sand prices today is $17-$24.

That said, we heard of at least one mine selling 100-mesh FOB mine near Monahans for $10/ton. And we know that several others have been undisciplined 
and dipped down into the $12-$15/ton range on 100 mesh for “flash sales” – a handful of aggressive sellers are leading the way down to the bottom, which is 
applying lots of pressure on mines already running at sub-optimal utilization rates.

Some mines seem to be trying to just clear out their 100-mesh (even if it goes for a loss) hoping to make up the margin with higher volumes of 40/70 (which is 
still commanding a decent premium).

ARTICLES
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EQUIPMENT
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THANK YOU
Any and all questions can be forwarded and answered by the 

managing member HW Kirk  214-842-1390.


