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Transcript:
(00:00) There's so much oil out there in gas. Now's the time to drill. >> Jay Young is a fourth generation oil and gas operator and the founder and CEO of King Operating Corporation, a privately held energy company based in Texas. With a family history in the industry spanning over a century, Jay has built his career acquiring, developing, and scaling oil and gas assets across the US, transitioning from a background in finance into energy operations.
(00:24) >> What does it mean to fail in this context? >> You can really lose a lot of money. It's not sexy. It's singles and doubles. >> People get very wealthy and they go very broke. They're not good operators or they're taking too much risk. Through King Operating, he has deployed a model focused on acquiring proven assets, optimizing production, and creating long-term value through disciplined execution and strategic devestatures.
(00:44) Today, Jay works with investors to provide direct exposure to energy projects, aligning capital, operations, and performance in a traditionally complex industry. >> They don't have a clue how to get to that next level, and that's the exit. If that thing would have worked out, it would have been literally worth billions.
(01:08) >> Jay Young, thank you so much for being here. King Operating. Um, first question out of the gate, who's your idol? >> Who's my idol or an idol? >> What a first question. >> I know. I don't caught me by surprise. I'm thinking, you know, I'm thinking about some of the best oil and gas. Who's the most successful? Aubrey McClendon, Tom Ward, Harold Ham.
(01:30) Let's say Harold Ham. I think Harold Ham because he went he did something totally different than what everybody was doing in the Bakan. He not only went after everybody was going after natural gas, he decided to go after oil and he leased so many acres up in a in a very cold place called North Dakota and found a incredible oil field up there.
(01:52) Just just unbelievable. So that's that's my number one idol. >> See, you just pulled a fast one on me because we right right before we push record, you had about a 15-minute conversation about a name that I can't talk about. I can't say with the phone jockey thing. >> Oh, I was like, that's good content. We should do it for the podcast.
(02:09) And then you sideswiping. >> You misunderstood him, though. >> I guess I did. Yeah, >> I did. That he wasn't speaking that that person was his idol. >> Oh, yeah. >> He was a person we had we had in common because he said, "Oh, for Dean Wood." I'm like, "Hey, well, you know this guy named >> Coco Call Cowboy.
(02:26) " What What was his name? I can't remember his name. >> I don't know. I'm going to look it up after this. >> I'll think about it in a minute. But he was he was an idol. >> Okay. >> Of somebody's, but not not like nobody in this room. >> He's younger than me, but we each went to work on Wall Street for securities brokerage firms in the 1980s.
(02:43) And that was when you could legally call people in their homes and bother them at night and try to sell them stuff. um and they would answer the phone because they didn't they didn't have caller ID and so you're just calling them in their home and they're immediately irritated and then you're trying to sell them something they don't want.
(02:59) >> Yeah. >> So I went through a training program with Dean Witter Reynolds uh in New York City in the World Trade Center >> and they gave us the New York phone directory which is probably that thick and we would pick names and we would call random people and try to sell them crap um at night and >> tell us how you really feel.
(03:19) No one no one no one was interested. And I'm 21 years old, right? So I don't even know what I'm selling. Um and um so that was the world of the stock brokerage industry >> in the 1980s. It was the wild wild west. But this guy, >> he uh he was all in on the cold call cowboy stuff. And it was you call 500 600 people a day.
(03:40) >> It's a numbers game. And I remember after calling like 2,000 people over multiple days, I was expressing frustration. And he said, "Every no gets you closer to a yes." >> Yeah, that's right. It's like every day >> I'm 2,000 in on this. So, how close am I getting? You know, what's the math? >> 20,000.
(04:01) I need $20,000 to make a hundred grand or something or whatever the >> Yeah. >> Whatever the formula was, but I tell that's a tough >> That was a tough gig. But anyway, that was somebody and that was not his idol. >> Okay. >> No, I just it was just as the way y'all were talking about it was so fun. >> He responded. He was right on top of it.
(04:16) He didn't he, you know, he didn't cave under the pressure. I wouldn't know if you asked me who my idol was. >> Well, then a real question then would be like, okay, Wall Street broker to oil, but but if you've got multiple gener third or fourth generation oil family, >> why did you go to the Wall Street in the first place? Why did you start in the oil? >> It's a good question.
(04:37) and and I grew up small town and my grandfather on my dad's side was and well my and my and their and his father-in-law was a oil and gas business out in West Texas. They had 12 kids and uh before television, you know, the whole the whole thing. So they had a bunch of kids and then my grandmother was the was the oldest and married my grandfather and my grandfather's in the East Texas oil field back in the 19 this be the 30s going into the in the 1940s and then my dad was born in 43 and then they moved up to East Texas, further northeast
(05:13) Texas near Sulfur Springs where I grew up and he worked um he worked drilling some of the wells, initial wells up there, smack over wells up there but also So drilled um took care of the wells when they when they were were on online. It's like 25 30 wells. And so my grandfather when I was tall enough to drive a pickup, you know, this was the 70s.
(05:37) When I was tall enough to drive a pickup, the old 3-speed on the column, he would allow me to drive. And so I' I'd go all the way out to, you know, Sulford Bluff with him because as soon as he turned on I30, off I30 to the farm to market road, he let me drive. And so I drive all the way out to the oil field down the down the black top roads, you know, and and interesting enough, I love telling this, but my my grandfather, he'd always he'd always go, "Okay, go that well over there.
(06:04) " And then we would go over there and he'd say, "Okay." And he'd roll his window down. This is rolling your window down. I know you guys know this, but but this is rolling your window down. Today they don't do this, but but but you roll his window down. He goes, "Okay." Sh. and he would listen to the pumping unit, you know, pumping to see how it would sound.
(06:24) Not only the on the on the top where the pumping unit was going up and down, but also we could hear down hole with all the with rods, you know, going back and forth in the tubing or whatever the case and how they were doing. So, so I grew up doing that. We'd do some workovers on wells.
(06:41) We'd take care of wells, putting a little bit bit of acid in, but I'd also have to help him because every day, literally every day, he'd have to get up and and climb up on these tanks. You know, this was wave of Ford uh telemetry and all the things that are there today, but he'd have to jump up on the tanks, climb up on the tanks, put something down the tanks to see what the level of the tank was today.
(07:06) So if it was 12 feet today and if it was 11 feet yesterday, let's say there's a foot of oil it made in one day and it was, you know, every inch was 1.67 barrels. And so we'd have to go back and, you know, 12 in times 1.67. And then on Sunday nights, we'd always put the the all the invoices and all the invoices, what he spent that that week, but also all the wells that he had.
(07:31) would have to measure out exactly how much oil that lease made and then send it into the corporate office on Monday morning. U but it was interesting because this kind of where I learned you know a little bit about the oil business. So, which gets to my story, in the early 80s, like early 80s, I graduated high school 81. Silver Springs High School 81.
(07:53) And um I'm not in the top third of my class probably. I don't know. But anyway, 81. And then I go to go to college. I'm going to college and my dad says, "Whatever you do, don't get in the oil business. Do not get in the oil business." Number one, it's a risky business. It's been up and down and you know and he got out of it.
(08:13) Matter of fact, I mean he he was in it and then he got out of it because of the swings in the marketplace. My great-grandfather and my grandfather were both lifers. I mean they were in it forever. My grandfather died. He didn't die in the old field but but he died he kind of retired. He kind of retired from the old field but we would always go out there and see the wells and see what was going on.
(08:35) Um but my dad was like don't anything you do don't get in the old business. So, I didn't get I didn't I didn't go with that intention. So, when I got out of college in 1985, the oil patch was dead. I mean, it was you don't go in the oil patch, you know? It's like nobody. So, I didn't get an engineering degree, anything like that.
(08:52) I got a good math degree or um I got a marketing degree and I I almost got a a um um marketing management degree almost finance, too. I I like finance. Um, so then uh I go and try to get a job and I'm like, okay. So I go to work with my grandfather at this True Value hardware store in the very beginning.
(09:15) Boring, you know, I couldn't make any money. And it was like, wow. And the True Value hardware store, this is mid80s. And Walmart is selling drills or anything that we were doing for lower than we could buy them. >> My buddy came in, he goes, "Hey, I want to buy that drill, but I can go get it at Walmart at 18 bucks." And I'm like, "Dude, it cost me $22.
(09:38) I can't sell you." Yeah, it cost me 22. You can buy it over there for 18. >> Yeah. >> Anyway, so I got out. I went in the stock business. My my grandfather on my mom's side of the family, real smart, loved loved entrepreneurship, did a bunch of things. Uh he was kind of like the first one to mass manufacture shutters, wooden shutters in on homes.
(10:01) He had a here in Highland Park Village, one of the first stores was a was a can and craft shutter company where he went in and mass manufactured shutters in Sulphur Springs and sold them on in all his stores that he had. He had like 15 up to 20 stores in the south at one time. But he was a business guy. He was like, "Jay, whatever you do, read give me the Kiplinger newsletter, uh, which you can read some of our my stuff in the Kiplinger newsletter," which I love that because it reminds me of all the stuff that that I did growing up. And my
(10:33) grandfather would give me the Wall Street Journal and give me the Kiplinger. And so I was like, "Okay, okay." So I decided, I'm going to go in the stock business. And so I went in the site business and uh right after my one-year stint at the True Value hardware store and I got my license and I started working for a stock broker there uh investment bank for just a short time.
(10:57) Um because they were they were that your your clients would never make any money. Not not that I ever did anything that you know that that would show them how to make money in the in the in the business but I was dealing with a penny stock broker and they were just you know it wasn't a good deal but so I went there and then um I wasn't making any money this 87 88 89 90 I was then I was then I said okay I need to do something else you know so I talked to my mom and mom lived here in Dallas and I'm like you know I want to do something and she goes, "Why don't you own the old
(11:32) business?" She goes, "You know the old business? I know a guy here in town that's that's in the old business." And I go, "I might go into real estate." And I'm like, "All right, I'll go in the old business." I called my buddy uh here in town, Dean Kennedy at Texacoma, and my mom knew him.
(11:52) And so I'm like, "All right." So I went I went with him for five years. Kind of learned how to put deals together, how to market deals. And then after that I started my own company in 95. Um so that's kind of how my I progressed from you know my my my grandfather my dad's like don't get in the oil business whatever you do don't get in the old business early 80s to to I got out. Yeah.
(12:17) I didn't for a while but then you know once once you once you're in the old business it's kind of like such a love and such a great you know feeling and drilling and it's still like that. I mean we're drilling well right now and I'm like how we doing? What's going on? you know, because we're drilling the lateral right now on a 8,000 foot horizontal well.
(12:34) And it's like, how are we doing? We we having shows and we've had some really good shows lately. So, I'm real real thankful for that. >> What what's funny about that is is um we had Ken Hirs on a while back and and I had said, I don't know if it was on air or if it was uh when the camera was off, but I basically said like, "One of my biggest regrets is not getting an energy because it seems like, you know, everybody's killing it.
(12:56) " He's like, "Yeah, now." Yeah. Like but back to what your your your family had told you is like there's so many ups and downs that you it's feast or famine but the famine is like not just famine but you lose everything. >> Yeah. >> And and it was kind of like a oh yeah that's that's right. But I think in today's era where you have shows like Land Man or or I know Yellowstone's not necessarily oil but it's like there there's with especially with Land Man though there's like this love affair.
(13:24) there's this mystique, you know, you're like, "Oh, man. I wish I was an oil guy." >> But I think it's really easier to to forget that, oh, by the way, so many people have just lost everything, you know, maybe by wilding or just the market. >> Yeah, it really is interesting. And Ken took a different route with Richard Rainwater back in the late 80s.
(13:45) I love his story and uh we were both he's still a part owner in the Texas Rangers and I I was also a part owner of the Texas Rangers and and when they started sending me million-dollar a year cash calls I I I said okay I'm out. >> Yeah. >> Uh Ken's somebody that can handle that probably.
(14:02) But anyway, but Ken's a great guy and somebody I learned I learned a lot from. As a matter of fact, just sitting with him at baseball games, he's such an analytical I mean the guy's amazing, you know. I was like, "Hey, so Ken, what do y'all do? how how do you do this private equity thing and what do you do? How do you do it? And he goes, "Well, we we have like 50 companies that we give money to to go out and go out and do what?" Well, they you know, it's like asking questions, which kind of helped me to where I am today because he's he's a great guy. Him and Billy
(14:30) Quinn and uh some of the guys that I met and talked to during that time because it's about, you know, who you know, it's like you're getting your education. You know, you didn't go to some podunk junior college or place to go get Angelo State. >> Angelo State to get Yeah. to get your Yeah, exactly.
(14:47) You didn't go there to get it. You went to SMU because, man, there's there's not there's so many different people in the directory. You can just call up and go, hey, I got a question. You I don't bother you for lunch or I just want to know, hey, how'd you do that deal, man? Just tell me all about. and they're like like this podcast, you know, you just ask somebody one question and they'll go off and give you all the secrets in the world, which is great when you have good relationships or friendships that you can have. But Ken is a great great guy
(15:13) and found out how to finance different teams on on how to build how to build it up real quick and sell it. So, we're kind of doing the same thing, but we're doing it with retail money instead of institutional money at this point. >> Yeah. >> Kind of how we got started. We had Dan Hunt um on the podcast a month or two ago and uh he I didn't I wasn't aware of this, probably everybody else is, but his family is minority shareholder in the Chicago Bulls.
(15:39) >> Um and the way they became shareholders in the Chicago Bulls was the year before they drafted Michael Jordan, the Bulls were losing money every year and the minority partners were getting capital calls. Um, and so they wanted out and the owner, whoever the majority owner is, called uh Lamar Hunt and said, "Would you like to buy a minority interest in the Chicago Bulls?" Right.
(16:02) >> And he initially said no and then his wife encouraged him to say yes. >> And he made an investment and then they drafted Michael Jordan. Wow. And and the world changed for the Chicago Bulls. Yeah. >> Um and um I think that was a $50,000 investment uh as he told it. So, it just uh fantastic story.
(16:21) But, you know, the Capital call side's no fun. >> No. And Yeah. >> Yeah. Yeah. And >> did you get a World Series ring out of it? >> I got two. No. No. I got two >> American League. >> Okay. >> We went to World Series twice, but we didn't win. Yeah. >> So, I got two American League championship series. I got my original money back.
(16:39) And but they bought them at 600 million >> at this time. Three or four years later. I mean, I guess they're worth at least a billion or something. I mean, you think there'd be some profit in there somewhere, but >> you think so. This was the same thing that that people run into. It's like, "Oh, you want to sell your shares? We'll buy them back from you and we'll give you what you got in it type deal.
(16:56) " But I I had no complaints. I made some >> incredible relationships with some people. I mean, Toby Darden, Ray Davis. >> Yeah, >> I can just go on and on throughout the whole Toby. Yeah, Toby Darden. Let me see. Billy Quinn, >> u Dave Wood, just some great people >> from that being in that >> all from that ownership group.
(17:13) And we all traveled around especially going to the World Series, which was a lot of fun. Ted Skus, >> I bet. >> Um, just some really, really neat guys. >> What kind of investment does it take to be a minority shareholder? >> Yeah. Well, so what he what they did is they raised $250 million. Chuck Greenberg raised $250 million total in equity and um Ray Davis was going to do it all himself.
(17:38) Uh, you know, energy transfer. He made some money and then he's like, well, maybe I'd lay off some. And so Ray decided lay off some. And so Bob Simpson who had just sold XTO to Exxon for 41 billion had some money >> had some change >> had a little change and he said yeah okay well so so Bob Simpson went in and then they thought well okay let's just let's bring in some other people so out of the the $250 million there was $150 million with two guys and then there was other people and if you wanted to um own a board seat or have a board seat you
(18:11) could either put up $20 million yourself or you could find a consortium of other people. And I had Nolan right over my office three or four different times saying, "Nolan, let's get some people over here and let's get let's try to get some other people in here to get me up to $20 million.
(18:28) " They wanted the board seat. I wanted to I mean, we learned a lot or I learned a lot from everything going on with the organization. But in the boardroom, that would have been a little bit better deal, but I didn't do it. I didn't have 20 million to do it. So, but they had other people that was a million to 5 million uh was the was the investment that you could do to to get in.
(18:50) I thought it was a good idea when when I heard about it. I read about in the paper and I'm like, man, this would be a good >> some of the best people in the world. >> Cool experience. Who would have thought, right, back in the day that you'd be walking around with two American League >> championship rings? >> In that network of people, which is why you're at SMU%.
(19:07) >> And you didn't have to pay 1 to five million. >> It may feel like it. Listen, money is relative. So >> is capital calls in the form of tuition payments or >> or you know loans. Yes. It's uh >> you know my 150,000 versus somebody else 150 million. It's still painful. >> You're going to get an internal rate of return on it though.
(19:26) >> I mean I already have I mean you got this podcast you know it's good times. >> So tell me about your business model. I read ADD and immediately I was thinking attention deficit disorder. Right. >> I don't need right and it's acquire develop and devest. So, I get the acquire, I get the develop.
(19:44) Um, so you find properties, you buy them at the right price, you you build them out, develop them further and and then you got to figure out and you probably have uh >> gotten it down to a formula now of when you exit. Can you kind of walk us through that? >> How easy is that? Matter of fact, I've got and I've got an answer for that, too.
(20:00) >> Uh something, but but so I was on a chairlift in in 2015 at Beaver Creek. Our our daughters went to school. David Moore, who's an apartment guy at Nightbest. He doesn't do podcast anymore, but he did a really great one for the Fort >> podcast over in Fort Worth. >> Great guy and we went to dinner two weeks ago.
(20:22) But anyway, uh he and Christina are great people, but David was on I was on a chair with him >> and I said, "David, how do you Yeah, what how's business?" And he goes, "Jay's unbelievable." He said, "I got more money coming in than I do apartments." He's an apartment multif family. >> He said, "I have more money coming in for apartments.
(20:43) " He said, "I just can't find the deals." And he said, "I'm having to overpay for some deal." But he goes, "I just got it. I got all this money coming in." I got to, you know, and I'm like I'm like, "Dude, that is exactly the opposite of my problem." >> Well, you all should have that problem. >> I know. I know. Who has more money coming in than they do product, >> right? >> Like, man, what's going on? And anyway, so he said he said that um I said, "Well, just tell me how you how do you structure your deals? Maybe I'm doing it wrong." And I'm here I am 2015. That's
(21:13) that's when I'm 50 years old or so. And I'm like, "Okay, how do you do your deal?" You know, and and he said, "Well," he said, "I do the value ad model." I said, "Man, tell me about that." I heard about it, but I was like, he's got it figured out a lot more than I do. Tell me about it. He said, 'Well, he said, 'We find an apartment complex with a good address, good location.
(21:34) And he said, 'We'll buy it cheap as we can, and we'll raise equity. And he said, 'We'll raise equity enough to put a down payment down, get a get a mezz lender, you know, some Mezz or whatever lender. And he said, we'll we'll raise some equity from some investors. and he said, "We'll go in, buy the unit, get the MEZ financing, and then get, let's say, if it's a $10 million deal, we'll set aside two to three million to upgrade the property.
(22:04) You know, maybe paint it or do the do the clubhouse or swimming pool, do something, do something for everybody." But he said after that, he said, "In two to three years, we'll either refinance it or we will um sell it." And I thought, "Man, that's brilliant." And then if he doesn't if he refinances it because he said the interest rate's too high to you know to to sit on it forever.
(22:26) But he said they're sitting on like 20,000 doors right now. It's crazy. >> Yeah. >> U that he's got real cheap financing on because you know you can do that when you get to a certain level >> and he can pull his capital out on the Yeah. On the >> pull his capital out give it back to they go back you know it's like >> so this this my head spinning with all this stuff and I'm like wow that sounds good. So, we came back.
(22:48) I came back with that ski trip and and and I and I told my guys, I had an SMU guy. >> I had a Rice MBA and I'm like, "Okay, okay." And they're like, "Oh my gosh, that's Jay Young. Jay Young, every time he goes to some place like this and he comes back with this with this look in his eye, we're all in trouble, you know, cuz we're going to have to change everything up for something.
(23:09) " And I said, "Hey, this is I got it. I got it." And uh but anyway, so we did we we were drilling a couple of wells in this one area west of Abalene. We found a field. We're the first first and second first and second wells of like there's a hundred wells up there right now, but we're the first and second wells that drilled the wells horizontally in the straw outside Abalene outside Snyder closer to Snyder.
(23:34) And uh but anyway, we drilled these these these two wells and I couldn't raise any more equity for the second well for the completion. And so um I I went out started trying to figure out how to sell this thing. I got this well going. I So anyway, I sold I sold down um 40% of it for 13 million bucks and gave my clients back likeund something percent returns in a little over a year. I mean, they loved it.
(24:02) >> Yes. And I'm like, whoa. All right. So, let's see how we can do this again. And so, we built it up. Built it up. We got some more financing, started drilling some more wells. We drilled 2530 wells out there and did real well. So, that's kind of how I I thought about the acquire, develop, and devest add because not because, you know, we all need aderall or some need aderall, but it's because, hey, you know what? We've got we got this acquire, develop, and devest, you know, because you should.
(24:31) And that's what Ken Hirs, that's what, you know, Ken's claim to fame. They they go in, look at an area, and they see, "Okay, here's here's a specific area, and it's, you know, 5,000 or 10,000 acres." The We're going to hire a team. He's he's always said that. Was Billy on y'all's podcast or was he on Billy Quinn? >> No.
(24:52) >> Okay. Maybe he was on the another one. Maybe it was a fort that he was on, too. But, uh, no, I can't remember. But anyway, great great guy. But he he worked for he worked for uh Ken U and u but but now he has Pearl just killing it. I mean the dude just can't get away for making tons of money.
(25:13) And uh but he was he was one of the guys at Texas Rangers. Uh but anyway, so you can tell them I sent you. But he u um but but Ken would go into a specific area, find the acorage. Let's say this is this is 5,000 acres right here. and he'd go in there and he would have a team and he would get private institutional money and raise a $6 million fund or say it was a billion dollar fund and he would give each one of the teams a hundred mill give 10 teams at 100 million and he say oh hey go out here and you know we'll give you 100 million bucks you go out
(25:48) here lease the land get the get the idea get the land and and after that we'll give you enough money to go drill enough wells until he and get it to the next level which he can get some bank financing or other financing, build it up and sell it. And Ken, let's that's not Ken has just killed it. But that's his business model.
(26:08) And so I'm trying to think about Night Vest and David Moore and his along with what I've learned from Ken and I'm thinking, man, this this is a great way to for investors to make money because a lot of I want say 95% and only because I don't know there may be one person out there that that I don't know. Uh but 95% of the promoters out there uh just go out there and they drill they they they'll raise the money to drill a $10 million well or $5 million well or a $2 million well and you own that well for as long as it produces and then after that
(26:46) you're done, right? I mean the last check, the last drop of oil, the last check, you're done. That's how deals have been sold forever. And so I thought, okay, let's pull this David Moore, Ken Hirs equity, get get this the next level, build it up. And so that's what we've been doing. And uh the first two times we failed.
(27:10) Uh I don't mind to tell you we failed. We we we took too much risk in the first two funds that we had. Fund three is different. We're not going to take any risk. We're going to infield drill wells where oil's already been found like Oal Tree County up in the panhandle. 7,000 wells have been drilled up there and we know where the oil is and isn't.
(27:31) You know, it's like there's just so much oil up there. So, we we we know outline where the oil is and isn't. And we're not going to take risk, you know, because that's what Ken Hurst I mean, Ken Hirs wouldn't take any risk. He doesn't need to take a risk. He just needs teams to get in there, use up what you have, lease up the land, get the wells drilled inside, you know, as much as you can for the hundred million bucks.
(27:56) He may put $100 million in in debt on it, you know, get up to 200 million, sell it for four to 500 million bucks, right? Your equity makes a lot of money. >> You know, >> what does it mean to fail in this context? >> Yeah. So, just like a dry well, >> taking too much risk. Well, yeah, because we we u raised a couple hundred million bucks and we just literally like so Nolan Ryan's a good friend and I was talking to Nolan and uh we're playing golf and he goes I can't do his voice but uh I wish I could but but he goes Jay you know he said you know you know
(28:30) this guy and I go no and he goes well that Nolan Ryan beef that we have all over West Texas he goes he's my rancher out there. And I said, "Wow." He goes, "I bet he's got a lot of acorage that you could lease." And I go, "Wow." I said, "Man, maybe I maybe I should do that." And so, um, um, I got back, I called him.
(28:55) And, uh, he called me back and I I I text him. I said, "Hey, Ruth. Ruth told me that if you don't call me back, she's gonna whoop you like that." And he called me back like within five seconds. He didn't want to be a part of Ruth, man. She She's tough. Milan's wife and u but anyway so um I got with with with this guy I don't tell his names I don't want u you know go crazy but I don't know if he wants his name out there but but this guy had tens of thousands of acres so we leased up tens of thousands of acres and we also took a huge risk on drilling a bunch of wells
(29:28) drilled four or five different types of wells so we're raising this equity and instead of drilling infield drilling where you know the is like right like right now we're drilling up in Amarillo where there's been 20 wells drilled. We know where the where where to drill, where not to drill, how to drill them, all that stuff like like up in Oklahoma.
(29:48) We're not taking risk. You know, there's a different types of expiration if you will with oil and gas. You know, you could drill offshore and some some you know there maybe this whole table here and you have to hit this one little spot right here on top of it to make it a commercial well.
(30:06) Now, if you do hit that, it's 100 to one or whatever, but the chances are not very good you're going to hit that. And so, we took too much risk on the first couple of funds. Not all not all risk. And it's not totally done, but like a half to twothirds of the money was a little risky that that we we just did some things that if that thing would have worked out with Nolan and his buddy, the rancher, it' been worth billions.
(30:32) It would have been literally worth billions. But it just we just took too much risk at that time to be that early on those those first couple of funds to where now you know fund three is different. We're we're we're infield drilling. It's going to be easy. We're not going to just go in here and we're buying infield stuff.
(30:52) That make sense? >> But but on that you just mentioned like hey these wild gad wells if they were work out we make billions. when you do infield is I mean like hey we're not trying to we would love to make billions but the likelihood is we're going to make 20% or 15% versus >> it's like the >> you're not going to get like a giant multiple.
(31:11) >> Is that is that a fair assment? >> Yeah, it's like a two to one at $70 oil, >> you know, so it's still you can double your money at $70 oil. Not bad. That's over time. So you can still get good money uh by by just leasing up good land, drilling wells. If if full goes to, you know, $80, $90, oh man, you you can make some more money.
(31:34) You may make a 2x, two and a half or 3x, but you know, you're going to get at least a 2x, you know, at $7 oil over. >> So given the current uh uh situation like with Ron, like how does that affect an operator like yourself? Because like here we're talking about $79 oil, but I haven't looked at the news lately, but like >> hit 100 a barrel.
(31:56) I don't know where it is today, but >> yeah, I know it's up there, but and some say it could go even much much higher, >> right? >> Like how does that affect like an operator like yourself? >> Yeah, >> it's good news for us because I mean we we get an average of the well someplace you get an average of the of the price all over a month.
(32:14) So the whole month of March is going to be 90und bucks. instead put it put the barrels of oil we're gonna produce which will probably be 100,000 barrels or something produce 100,000 barrels put put 70 behind that or put 90 obviously 90 is better right so it's going to be good for us so it's it's good and bad if you watch if you watch land man Billy Bob Thornton I mean he loves $78 a barrel it's not too high not too low too low you don't drill >> right now and that's why I feel like that even when the I've done a lot of social med or not social, but done a lot
(32:47) of TV. I've been on Fox, I've been on Newsmax, um anyway, all these different places. And I had I got I had a telephone call for 3:35 and I told them I can't do that. But I I was like I tell people that the price of oil and gas it, you know, oil is a global commodity. So, it's going to go up and down based on what what happens in the straight the straight moose or whatever.
(33:12) And I just did a video to beg President Trump to keep our navy out of the straight of our moose because hell it's like a sitting duck like like shooting, you know, ducks over there. If you have our navy going through, oh yeah, here's the navy bringing through these tankers. You think Iran's going to like that? They're going to kill us.
(33:30) I mean I mean I mean think about the Navy, you know, and that Trump would not get a very favorable response if that if that did happen. So you see that that what's going on in the global oil markets, but also too when the prices are down, which they've been down, you know, $55 a barrel December 18th this past year, $55 a barrel, not hardly anybody's drilling.
(33:52) They're taking a lot of rigs off the market because they much rather have 60, 70, $80 a barrel because they just don't make sense. Some wells don't make sense of that. Our our um wells are 30 break even at 35 $45 a barrel. We're not drilling, you know, shell wells. I mean, I'm sorry, 25 and $35 a barrel. Not 45 and 55 or you just break even at 45.
(34:16) We don't do that. We're not drilling shell sh a l e wells. We're drilling what you need a lot of big fracking and you need all this, you know, big expense. We're drilling different kinds of wells. So, it but I've always been I've been telling everybody all year long and all year last year, I'm like, "Hey, now's the time to drill.
(34:37) Now is the time to get that rig at $15,000 a day to drill throughout the next year, two years, because if we don't get it today, it's going to be 20,000 a day, $25,000 a day. the same rig, same same everything. It's gonna be $25,000 a day. When the price goes up and everybody's wants to drill a well, you know, it's like going by the yard and there's three rigs in the yard, you can negotiate pretty good then.
(35:06) But if you go by the yard and there's nobody there, all the rigs are out working, you go, "Hey, you got a rig?" They go, "Oh, yeah. Well, let me see. Yeah, maybe maybe in in uh September." Yeah. Or October. and it's $35,000 a day. Well, okay, I'll do it for 25. You know, it's like time negotiate.
(35:25) So, that's what happens when the price oil goes up. You know, that that well that may cost you $8 million to drill at at $60 oil. It may be $12 million to drill at 80 or 90, you know. So, that's why I've been telling everybody for so long, let's get some long-term contracts on some rigs, which we have.
(35:44) We've been trying to buy as much pipe as we can to store it because you can buy it cheaper when the price is down. When prices go up, you're going to see, man, it's going to everything everything goes up. It's just the way it's just the way it is because everybody wants to get in the business or everybody wants to, you know, I remember it kind of shows my age, but I remember reading the Dallas Morning News one day and we were hoping that the price would go to 20 to $20 a barrel.
(36:11) Yeah. And it said, man, if price, this was back in the 90s, I guess. It's like when when the price gets to $20 a barrel, all these big ranchers, they they start doing reworks on their wells because they think, man, it makes really good sense at $20 a barrel. And it's the same at in today's world.
(36:28) It's the same at 60, 70, or $80 a barrel. You know, just the better the better price is, the better better it is. But the I mean, but you don't want to drill at $80 a barrel and all of a sudden it slips back down to $60 a barrel. >> You know, that that could cause some >> that cyclicality, that kind of boom and bust is is sort of characteristic of the of of the markets and people get very wealthy and they go very broke uh if they're not good operators or they're taking too much risk.
(36:59) I am a guest lecturer at SMU, which is how I met Ryan, and um I I teach an alts class. Um and uh I used to have a a managed futures fund back in the day um after after Dean Witter and um >> I do a case study uh in the alts class on uh what happened in COVID when oil demand dropped and there was a very brief period of time where you were paid to take delivery of crude because they were out of storage.
(37:26) >> Um so you literally the futures were paying you to take delivery of oil. Oh yeah. >> And that's an extraordinary circumstance, but it just goes to show you the operating environment um that you can find yourself in. And now today, $100 a barrel from you have to you get paid to take oil to you have to pay $100 because of the geopolitical environment that we're in now, right? >> Um but I think there's something very glamorous, very romantic uh about and it's always dramatized in >> literature and in uh in you know cinema.
(38:01) Do you think that's uh a little bit to do with the context of where we are in Texas? Because like I know you're not a Texan and you like to remind everybody that you just recently came to Dallas, but like from like somebody who's been in Texas my whole life, even though I'm not an oil guy, I'm still very aware that oil runs deep here in in in uh Texas. Yeah.
(38:23) >> So, do you think there's like a cultural aspect to to that statement? Well, I'm saying it in the context exclusively of growing up in Tennessee, and if I grew up in Pennsylvania, I think it'd be the same perspective, is you hear stories about people that get fabulously wealthy wildcatting in oil and gas.
(38:41) Um, and you hear stories about people that go broke investing in oil and gas. Um, and um, >> uh, so I just think there's a allure to it because it it you can get fabulously rich. Uh I when I sold my wealth management firm, I sold it to a firm called United Capital and the CEO of United Capital uh was from South Africa, grew up in a very poor household and he watched Dallas um on on television and he moved to the United States to get wealthy and he ended up creating wealth.
(39:09) He built a firm, acquired my firm, sold to Goldman Sachs, um, and created significant wealth. And, you know, the images on television of the characters on Dallas and the lifestyles that they had pulled this guy from South Africa to the United States. >> You got the Beverly Hill Billies. >> You got the Beverly Hill Billies, Jethro.
(39:26) >> Are we showing our age? >> Um, I didn't think you were old enough to use a Beverly Hills reference, but you know, when I grew up in the 80s, you had reruns. I used it in class at at SMU a semester ago and everybody went, "Huh, Beverly Hillbillies." >> Yeah. >> Black gold. >> Yeah. >> Yeah.
(39:48) Um so yeah, I think there's a an allure to it. Um and uh and I think that uh the people that have created great wealth there are very very much revered and and you've you it sounds like you've been on all sides of it, Jay. you you've been a guy that took a lot of risk and you're a guy now that's looking at managing that risk because you found a better business model uh to operate with um and >> yeah you know and there's one thing I want to say about that lane you know it's like I just created this model it's it's going to come out this year and I'm
(40:17) I'm really excited about it and um I haven't told Ken about it yet but I need to but but you know it's every year we're going to drill we're going to drill we're going to drill a lot of wells this year and then we're going to put them all up for sale at the end of the year. And what we're going to do is we're going to do this this this unitizing one well.
(40:37) So if you drill one well, we drill one we drill one horizontal well. We're going to tie up enough acreage to on that one well. But we're also going to put two wells beside it that we're not going to drill. They're called puds, proven undeveloped. But if you put a well, let's say couple thousand feet from that well, um you can call that a pud, which means that you can drill it in the future.
(41:02) And the SEC even allows you to realize that if this well produces a million barrels of oil, those there's two locations right next to it that will also produce a million barrels. Okay. So, what we're going to do is we're going to unitize this and we're going to lease up enough land to drill this one well and have these two puds, one on each side.
(41:22) And the reason why we want to do this is because there's a lot of people that want to participate in oil and gas, but they don't want to take risk like us. And this is just kind of a, you know, I went to lunch with a guy that said, you know, I'll, he said, my my motto is sell half of everything. You know, prove it up. Sell half of everything.
(41:42) Make your money back. maker clients and we're kind of doing the same thing here. >> Yeah. >> But it's a it's called Junits. I'm going to call them Junits. And that's that's what this will be. And if we have 10 to 15 a year that we could sell like that and people want to come in and participate, then our our previous owners or our previous, you know, they got their write offs.
(42:02) You get 100% write off with oil and gas. They'll get the write offs, but they'll also get get some money back >> or they'll we'll put in a 1031 exchange that we're coming up with this year uh to continue to, you know, not not tax that money. Um but but people love getting their money back and they love the idea and they love the drilling and right and uh some of the best times I've had is going out and u doing the same thing >> that we're doing right now and that is drilling wells in good areas and seeing shows and drilling and and producing uh
(42:36) producing oil and gas wells. Well, I think with the oil and gas, like if you can give them their and I'm speaking from very very novice place, but like if you can actually provenly give money back, there's a a tremendous trust factor that's gained there because from what I understand the oil and gas world, it's you're selling the tax you're you're selling all the tax advantages and oh by the way, if you get your money back, that's a bonus.
(43:05) Like that sounds ridiculous to me. Yeah. Like if I'm if I'm if I have $10 and I give you $10, don't tell me I'm going to make a tax advantage. Tell me I'm going to make $20 or or whatever it is. >> Well, Ton Pickin said it best. He said, "I looked at a deal one time and the guy said, "Well, you can get your money back in five years.
(43:23) You drill these wells, you get your money back in five years." He goes, "Well, wait a minute. I already got my money." So, >> get it back. >> I don't I don't want to get it back. I already got it. So, no. Yeah, >> you can't have it. >> That's a great quote. I I already have my money. I already have it. What do you mean? I I don't get it back.
(43:39) I already have it. So, why would I give it to anybody else? But but and I wrote the book, The Upside of Oil and Gas Investing. We're doing a second edition to the upside of oil and gas investing. And and I really felt like I needed to get it out there for that same reason because there's a lot of people that invest in oil and gas with people that don't have a clue about oil and gas.
(43:58) And there there's there's some people and I've seen some of your stuff or I've seen um you know just the people that that you hang around or the promoters in town, they don't have a clue how to get to that next level and that's the exit. You know, you have to use some leverage and you have to use an exit.
(44:17) If you don't do that, oil and gas is going to be it's going it's going to hurt or you're going to take too much of a chance. That's what we're going to do now is we're not going to take big chances. We're going to go where oil's already been found. drill wells in there, leverage it up. And that's what I wanted to write about in the upside of oil and gas investing.
(44:33) I wrote it a couple years ago. I should have brought some copies here to give you. I'll send you an autographed copy. I promise. >> You probably already have one if you do. >> I'm sure you do. >> I'll take another. >> Yeah, exactly. And I'm sorry I didn't bring some >> with me, but I should have had it standing right here.
(44:50) Uh, but I wanted people to know that there is a different way on how to get the tax benefits and there's a different way on how to to to invest in oil and gas and it's not just a fluke or it's like anybody you talk to, they're like, "Yeah, I'll put $100,000 in." Do you get some tax benefits? Oh man, that was great. Did you ever get a check? No.
(45:09) Did you ever hear from those guys? No. I mean, it's like the scam of the world is the only gas because of J.R. ing or Beverly Hill Billies, you know, shooting the gun in the deal. It's like, oh, Eric, bubbling crude >> ground came a bubbling crude. >> Yeah. Here we go. >> Well, just like the oil and gas, like we were talking about the phone jockeyies and like, you know, you go down to NAPE and you see a new company pop up with a big old uh um exhibit booth and then they never hear from them again and you're like, is it just the open secret
(45:39) that this industry is just, you know, full of scammers and whatnot? >> It is. It really is. And and I don't think they they want to be. I really don't I don't think they want to be. I think they just don't understand what they're doing. And there's even people that have been in the business for decades and they still don't understand >> bifurcation between the fundraising and the operation side.
(45:59) >> They they don't. And that's that's and it's hard and it's hard really for me even after years of doing what I was doing to go I build I want to build an oil and gas company. I don't care about making money on promote and trying to get sales and all. I don't I don't care about that.
(46:18) I had a guy send in 250,000 today and I'm like, "Okay, great." My wife's like, "Man, that's pretty good." And I go, "Yeah, I mean, but I'm like, good for them. They should they should do a lot more than that, but and they'll probably do more." But I'm just saying that that it that doesn't matter to me as much as the oil and gas company.
(46:34) But you have to think about, you know, the investment side. That's what Ken Hersh and those guys, you know, teach you. You know, Billy Quinn went to school, got his Stanford degree for a reason. Angelo State University didn't have this course. You know, I know you're talking about Angel State, but but they didn't have this course on on investing and how to how to get clients for money back and how to, you know, this whole idea of what's a great deal for the investor.
(47:00) And that's what I've been teaching myself. And I and I, like I said, I made a mistake on the first two. The third fund, we're going to do it different because we're going to stay in a in a certain area. We're going to drill some wells. We'll we'll use that as debt, get it bigger, and then we'll sell it off and or if we don't sell it every year with the J units or at least turn some capital over. That's what our goal is.
(47:22) You I want to build a huge powerhouse investment company. Maybe maybe even office down here at this beautiful place where pigs that you have down here where the pigs fly. >> The only place where the pigs fly is right here. >> Right here. Old park. But this this is an incredible place. But that's what that's what I want to build because I do feel like that there is a there's a better way for investors to invest and you have to have a great product, but you only have to have the a great place to drill in oil and gas wells or the
(47:52) team, but also that strategy. Those three things right there. You got to have those three. If you put all three of those together and you're you're you're in unison with with each other, then you can have a really good investment and a good return for that for that client. >> You know, speaking of investment and you know, earlier, well, it's not earlier, but just widely known that a lot of the private equity, a lot of investment dollars right now are being dumped into AI and AI innovations, open AI, uh, anthropic, all these guys are just
(48:22) sucking up in the the the capital world. um don't necessarily need want to go into that but where does AI what what AI innovations are happening in the oil business is it is it helping with logistics supply chain the drilling itself identifying wells is it all the above or is it hey we're the oil field we've been doing the same thing for several hundred year a couple hundred years or just 100 years I don't know >> or because I know like and and like NAPE you know no disrespect to them but it's like you know innovation in a lot of
(48:57) ways we don't need to. We're we're we're oil and gas guys, >> right? >> You know, so has AI innovation started trickling into the oil and gas world and if so, how? >> Well, I've got two stories about that. The first story is the best because this is a guy called me about six months ago and and he said, "Hey, I'm gonna do AI and oil and gas.
(49:22) " And I go, "What? What the hell does that mean?" Yeah. And he start and then he started thinking about I started thinking about all the different wells that were drilled like Oakal Tree County or or that that little area right there. There's six counties up there that have been tens of thousands of wells. And so I started thinking about it and I started thinking about all the data that we have.
(49:42) When we bought that deal, we they sent us the boxes, you know, the bank boxes, and it probably could have filled this room >> of bank boxes of logs, information tops, you know, formation tops, how they fracted it, what zone they fracked in. I mean, just D I mean there there's a long list and that's in every box.
(50:05) And so I started thinking about this and I started thinking, oh man, you know what? If if I had AI because I've used Perplexity. I don't use chat. I use Perplexity. And I'm like that one. >> If I was sitting there thinking about this, I could I could u I could ask perplexity or the oil and gas AI, hey, tell me the best the thickest formation u the thickest formation that's out there.
(50:32) What the IPS have been initial production has been and how many if if what's over a hundred 100 barrels a day. Tell me all the different places out here in these eight eight six counties, six counties in Texas near the panhandle that that the wells IP over 100 and bam bam bam. I mean I I get 15 seconds, right? It's like heels the top 20 wells or something and it would just if I wanted that today, I'd have to go to my engineers or geologists and there'd be two or three of them.
(51:01) They're probably real old guys. And they they would probably go to the bank boxes and they would try to dig them out. then they have to dig out every box and every different deal and they oh my gosh there's just so much information. So that's where I think AI is going in the oil and gas business or where I feel like that we could use it.
(51:18) I mean, I'm sure I'm sure with with uh, you know, Stargate thing up in Abalene, they're they're they're they're very taken to a new level with rigs and completion data. And I know that that when you frack a well, probably have a tremendous amount of information inside that or exactly where they're they're how they frack them or, you know, different how many shots per foot, you know, what's the best, you know, um, penetration rate, all the different ways to do it.
(51:47) So, but I just know with us gathering data on different wells that we drill because when we go to an area like we're looking at an area right now u I can't tell you because we're leasing up there and I don't want the leases to go crazy but uh it's we're trying to lease up to 30,000 acres and that's a lot for us and we have 60,000 acres up in Amarillo about 20,000 up in Panhandle.
(52:11) this is a different area and I'm still trying to think about the same thing is okay great what's the biggest wells that have been drilled out here and and what formation was it in but it's all at your fingertips with AI compared to you data that you hope was correct or you know you have your guys that when they you know the I'm not saying that it's bad to have guys looking it up you know but there's just man pretty cool looking up on your phone in 15 seconds and that's one thing and the second thing would be the AI plants that are being built today
(52:46) will be run on natural gas and natural gas is where it's at in regards to us being able to deliver natural gas prices because natural gas is run differently than oil. Oil is a global commodity and the price goes up and down. If they're not getting oil in China, it affects the United States price.
(53:06) But natural gas does not affect anything except for United States. And that's the reason why the price of natural gas went down so much when you had Aubrey McClendon, you know, Tom Ward, you had all these guys up in the the George Mitchell, all these guys and all these different gas plays back in the 90s and 2000 and that lowered the price.
(53:30) It was up to $13 an MCF. It went down to two. >> Wow. you know, because there was just so much supply on the markets. And that's oil and gas prices both run on supply and demand. They're just different on where they are. It's the United States is only about supply and demand and natural gas where oil is a global um supply and demand feature.
(53:56) So in the United States, we just drilled so many wells for natural gas. U but we are now supporting and having LG. As a matter of fact, the first LG plants, which LG is liquefying your natural gas and sending it overseas somewhere where then they get it over there, then they they they freeze it, make it back into natural gas.
(54:20) Um but but we're now sending natural gas from the United States all the way back over to other foreign countries and selling it for for better prices. So Chener on the coast of the of Corpus Christi, they first came into doing, hey, we're going to we're going to start bringing natural gas in from other countries into the United States because we feel like the demand's going to go up.
(54:45) So, we're going to bring all this natural gas in from all these other countries into the United States. And then all of a sudden, they started producing so much natural gas in the United States, Aubrey McClendon, Chesapeake, all these big companies. And they're like, Audrey McClendon went to Chener, the guys, Sheriff, whatever his name is, and he went to him and said, "Hey, let's turn this thing around.
(55:06) Instead of you, we're selling it to the United States. Why don't the United States sell it to the world?" And so they turned their tables around and spent several billion more dollars reconfiguring all their machines. But now we're sending LNG natural gas overseas, which will really help us in the United States because we do need another output for that natural gas.
(55:30) So, you know, with with with AI, with a with um all AI and also LNG, we're going to see a really big demand for natural gas here in the United States. So, we'll see that price at $3, $4. I don't think it'll go back up to 10, 12, $13 MCF, but it'd be great if it did. Just a a clean burning fuel and u it's it makes sense at two bucks and $3, you know, an MCF.
(55:58) So at at a higher price, it's obviously worth worth more money. >> I'm curious about how much of your time it sounds like you've got all the bases covered. You understand operations, you understand u capital raising uh but I didn't understand whether you do that internally um or you use a third party. Are you out raising capital? Are you directly involved in that activity? >> Yes, we we have uh I've got a team business development guys in the office.
(56:23) Okay. Okay. >> And we raise $100 million a year or more in a fund. >> Okay. >> So, we'll raise money in a fund. We're also doing a >> credited investors. >> Credit investors, family offices, uh some RAS. We have a different fund for RAS. >> Yeah. >> Um that that we raise money for. >> Okay. >> And then we also have a 1031 fund that we're doing.
(56:43) We're one of the first ones to initiate a 1031 for drilling. So, if anybody wants to participate in the biggest the biggest upside Yeah. in oil and gas for for 1031s will be in our fund that we'll have drilling drilling in instead of you know royalty and all the other stuff that that some of the people that have been around do which is not you can't it's hard to make money we'll have a drilling fund for that so we do have raise equity and then we'll also raise raise uh the the debt inside our our our funds internally >> so drilling I you know you said highest
(57:17) return and so in my in my old Dean Witter brain I go well higher risk higher return. So there's more risk in in a drilling fund. Can you mitigate that by being so diversified or it's still mass the math and you got a x% chance of hitting on a well? >> No, we'll hit every well we drill now. I mean we're not going to drill dry holes, right? >> Okay.
(57:37) >> Now now and I'm talking about in in the Amarillo unless we have a mechanical risk, which hope we don't have mechanical risk, but you'll hit every well that you'll drill. Um it's probably a three to one in in the Bivvens project up in Amarillo. We have a 60,000 acre ranch. It's actually D and Ryan's um daughter's husband's family that that we have that 60,000 acre ranch. Yeah.
(58:00) >> And we have a rig running there right now. Would hopefully get a second rig up there because it's a really good return. >> It's a good return. And then we have Midcontinent is it's good up there. It's $2 two two to one at $70 a barrel, you know. So, we we like those those two areas.
(58:17) There's a third one that we may we've talked about doing, which I mentioned a minute ago. It's it's a little bit higher risk, but not really. I mean, there there's there's there's a little bit of risk to it, but not as much as we taken before because you just >> in this world today, I mean, yeah, you can take big risk with with other prospects, but it's just really not worth it.
(58:39) I mean, it's like there's so much oil out there and gas that you don't need to do it. and our clients. You know, I thought at one time, you know, when I first started in the in the 90s, started my own company in the 90s, I'm like, man, I gotta have a really nice, beautiful 3D colored map that people love and go, yeah, if we hit, we're going to have a 15 to1.
(58:59) You have to sell something like that. Well, people don't really they don't care about that. >> Yeah. >> They want the tax benefits associated with oil and gas. They want the monthly income, you know, 15 20% and they want a multiple on their investment. And if you decide to sell it, it could sell in the future. They want that multiple.
(59:15) That's all they want. So, it just makes me sleep better at night knowing we're going to drill. We're going to hit. We're going to produce. It's not sexy. It's it's singles and doubles. That's all we're going to have. So, we're not we're not we're not taking big risk or trying to, you know, see because I mean, not not like the Harold Hams or the Aubrey McClendons or some of these other George Mitchell.
(59:40) Mitchell spent, I mean, years outside Fort Worth in that barnet shell trying to frack the very first horizontal well out there and and have some success with it. And man, I remember we drilled through it in the 90s. Uh, I started my company in 95 or my another company in 95. We were doing deals and and I' I'd buy a little bit of this well and we'd go out there and look at it.
(1:00:04) And uh, when you're drilling a well, you have what you call a mud log. It's a mud log. So you're you're drilling down vertically. This during vertical days and uh you drill verticals and you're drilling through and you can see if your drill bit speeds up. That's good because it's paracity, right? Oh yeah. And if you have some gas flares with that, you're like, "Oh my gosh, we hit we hit the mother, you know, and like no, no, no, we didn't.
(1:00:27) " And so we'd we'd we'd fly through this one zone >> going through the conglomerates to the Ellenburgger. It's called the Barnett Shell. And I said, ' Man, that looks like a good producer. And this guy goes, 'No, it's too tight. What does that mean? Well, he said, 'The permeability is too tight.
(1:00:44) You're not going to be able to produce it, you know. He said, it's just you can't flow it. He said, but George Mitchell's trying something right now, trying to go horizontal in it and try to frack it. And I go, oh, okay, interesting. Didn't really care. You know, it's like whatever. You know, >> people try things all the time. and then George Mitchell doesn't and he is successful and there's a big huge market for natural gas and he makes billions and billions of dollars.
(1:01:07) So I mean stories like that and Trevor Reese Jones another mentor I mean here in Dallas these guys are just you know world class. >> Yeah. you know, going going out and doing deals and and you know, really caring more about the old business and and seeing how we can make money in the old business compared to, you know, putting deals together, which is what what a lot of people that's why I wrote the book.
(1:01:31) And the second edition will come out soon. >> Excellent. >> Well, you're talking about the singles doubles. That's that's u the tortoise in the air. That's a no, what is it? Fastest to Ken Hersh's book. >> Oh, yeah. That's right. That's right. It literally the whole book is about, you know, stop going for the home runs, go for the base hits.
(1:01:47) >> Yeah. Exactly. Exactly. >> It's in alignment with everything you've been talking about in terms of uh the overall business and as we get close to an end like the overall business of oil like the I mean can for for a laneman you know I think it's easy for us to look at like the show Land Man and go oh yeah the driller that's where the money's at.
(1:02:11) like how vast of an industry is the oil and gas like like in terms of like not necessarily the jobs but like you know the sectors because obviously what I'm thinking about is like you know if if you're in the gold rush don't mine for gold sell the shovels >> right >> so like how many different shelling uh selling shovels uh uh examples are there in the oil and gas business >> yeah that's a good question and I'm really not 100% sure how to answer that in a sense of what makes money, what doesn't, and why is this so commodity driven? You know, it's like I told you
(1:02:45) the story earlier about my my mom and we were sitting there, you know, um and I was like, well, you know, I like I like the stock business. I want to do something different. Do I go in real estate or or oil and gas? And I pick the industry that the price goes whoa whoa. You know, it's like we sold two million barrels of oil last year and if it had been 80, we get one price, but it was it was 60, you know, so two million barrels at at 20 bucks. But that's some money.
(1:03:15) You know what I'm saying? That's a lot of people. That's a lot of dividends. That's a big difference between, you know, sending out great dividends or little dividends or great living dividends or or keeping people employed, you know. So, what I've seen in the oil and gas business is the people that hit the singles and doubles, you know, it's like people right now have come to me and said, "Hey, man, I got this well.
(1:03:36) It's just $12 million and this could be the biggest thing that we've ever, you know, or I got this other guy that came to me and he said, I got this prospect. It's 14,000 acres of land and I don't have anybody to do any geology on it and man, it would be great if you came." you know, he's like, and I'm like, "Yeah, yeah, until I get to 10,000 barrels a day and try to get my and try to get, you know, try to get everything done.
(1:04:01) " So, I I've got a lot of money coming in, you know, cash flow wise from for our GNA and I can build up a great team and keep a good team instead of just bootstrapping it the whole time where we're during co I'm, you know, writing checks, you know, every every 1 and 15th. I'm writing checks, you know, to keep the business going.
(1:04:21) And man, it's not a fun time. But I I think what happens is the people that take the biggest risk and that can't handle it or there's some people that that make a tremendous amount of money and then when the when the when the tides are turned or they borrow too much money, you know, like the the and the frackers, you know, Aubrey McLendon and those guys put billions and billions of dollars, you know, in debt on their companies and and the price turns and you're not hedged properly, you can really lose a lot of money. you know, it's just getting
(1:04:52) overextended on on the drilling, not having the right people on the drilling side and not knowing how to drill well or what to do when you're drilling and things things happen. You know, they always come up. I mean, we're drilling right now and I'm I'm sitting here thinking about it going, "Okay, how are we doing?" You know, is is the bit still going? You know, so I get I get reports every couple hours, you know, where we at on the horizontal lateral and are we are we in zone or are we pushing that bit out there? you know, cuz you don't
(1:05:20) want to take it too far. You you don't want to go too far away from it. So, there's a lot of risk in this business. And the people that, in my opinion, the people that make the most money are the people that use good leverage, but they're willing to sell. You've got to devest. It's hard to it's hard to not sell assets from time to time and not and put money in the bank to weather the storm because in the old business there's going to be a storm, right? Nobody knows what the price is going to be. You know, I feel like that we have a
(1:05:53) good three to five year run right now. But I I'm going to make sure that after that we're liquid, we got money in the bank that we're, you know, we're diversifying on real estate or do do something over here because it's it's hard. It'll be hard to just keep doing what you're doing all the time by keep buying and and risking money and and bringing on debt and just keep on keeping on and and building it unless it really does work and you can you have enough money coming in to weather the storms. You like Harold Ham up in the
(1:06:22) bucket. Great job of picking up hundreds of thousands of acres, you know, and and keeping it and and you know, putting that together. figured it out exactly how much, you know, how much um oil is going to come out of the ground, how much does it cost, you know, it's the the $10 million well and million dollars on on the on the other end of it over the life of the well and what that economics are and you know how I can make money.
(1:06:49) I mean, it's just really hard. It's it's really hard to, but I just think myself, you know, I like my buddy's deal, sell half of everything, you know, just just he said shoe e sh sell half of everything, you know. So, use the shoe method. Um the Trevor Reese Jones, I mean, Trevor Trevor's made a tremendous amount of money, you know, sold seven deals in seven years for $7 billion.
(1:07:15) >> Wow. I mean, incredible, you know, but he would just build it up, build it up. And I remember being with him one time and he's like that Marcelus, it works at $3. I said, but he said, "If price goes down, we're taking rigs off." And that's exactly what he did. And then uh then he sold it and put a lot of money in the bank, you know.
(1:07:39) So, it's a lot of fun, but it's a lot of fun, but just don't get too don't get too enamored with yourself or don't think you're the best in the world and you're the smartest the smartest guy in the room. Let somebody else be the smartest guy in the room by selling it to them and let them, >> you know, take it to the next level.
(1:07:54) >> Yeah. That's when you get humbled. That's when you let your ego lead. >> Yeah. >> Yeah. >> Well, congratulations on your success. >> Oh, great. I think you've created wealth and uh um you have incorporated ideas you gathered from talking to other people and sort of seen a different way to approach uh the business model uh which is is great.
(1:08:18) Uh so many people are trapped in the traditional thinking and you you found a path to that benefits you and benefits your your investors. >> Yeah. >> Um and uh we appreciate you being on the deal table. It's been fun to have you here, Jay. >> Man, it's been a great >> great joy. I couldn't wait to come on. And I was like, when Ryan, come on, man.
(1:08:35) When when can I get in? This is >> this is my goal. So, I've accomplished. >> I've been trying to get you as a client for two years. Well, actually, we did work with you. What was it? 2023, Paul. He's Orville. You weren't there. >> Anyway, you weren't there either. >> Yeah, >> it was uh the Freedom Fest event when we went down.
(1:08:54) >> Oh, yeah. That's right. I wasn't there, but yeah, I heard about it. >> Yeah. Yeah. Yeah. We did some work with you guys there. >> That's great. still been trying to, you know, >> get him back as a client ever since. >> Yeah. >> Well, I love my story and I I I want to make sure that people, you know, I want to I want to be real to people and I never I have the same cell phone number that I have since 19 whatever it is.
(1:09:15) >> Yeah. >> I never changed it, you know, and I want to tell people that, hey, you know what, I may not hit every well. There is some chance there is some shots in it. Let's don't do one deal with me, do two or three, you know, and that's what that's what only happens in the oil only gas business because you never know.
(1:09:31) But, you know, it's like, you know, I want you to think that that I'm not stop I'm not stopping. I I had lunch with my attorney a couple of weeks ago and it's been a couple of years since he's heard some of my my new stuff and he's like, "Jay, I just can't believe you, man. It's like macaroni girl one time.
(1:09:49) He had crayons all over this thing. And then here two years later, we're having dinner again or lunch again. He's like, just the things. And I'm like, man, it's all about, you know, just happiness. You know, it's about giving back. It's about, you know, being a Christian, doing the best things you can for other people and helping them, you know, get what they want.
(1:10:09) You know, the old Zig Ziggler >> get anything in life you want if it was just helping up >> other people get what they want, you know. So, >> well done. >> Yeah. Well, thanks again and uh look forward to I guess I'm looking forward to like cheap oil, but uh you know, good luck on the expensive. >> Yeah, we don't want it too expensive, but we >> I'm looking forward to the book.
(1:10:28) Um I can tell you that my book is coming out April 1st, April Fool's Day. >> Well, >> it's been uh a year in the works. Um and uh um it is on sellside mergers and acquisitions, how people sell businesses from 10 to$100 million. So, uh, it only took a year to birth it. Um, but, um, >> it's not easy. >> We'll swap autographed books.
(1:10:50) >> Perfect. >> Yeah, it' be awesome. >> How about that? >> That'd be great. >> I'll do an Instagram story. >> Yeah. >> Thank you. I'll take anything. >> Yeah. >> Yeah. Thank you. >> Absolutely. Thank you guys.
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