






Permian Gas Could Make 
Mexico No. 4 LNG Exporter
Quantum Energy Partners-backed project links the basin to Asian markets.

Mexico is poised to become the world’s 
fourth-largest exporter of LNG when 
the terminal on its West Coast is 

complete, a financial backer of the project said.
The key to Houston-based Mexico Pacific’s 

$14 billion project, said Blake Webster, 
partner at Quantum Energy Partners, is the 
abundance of natural gas produced in the 
Permian Basin.

“There’s a direct line connecting the Waha 
hub, which is the main gas hub in the Permian 
Basin, directly over to the West Coast of 
Mexico where you see Saguaro Energía, 
which is our facility,” Webster said at Hart 
Energy’s America’s Natural Gas conference 
in Houston in September. “From there, you 
have a direct access around Baja directly to 
the Asian markets.”

The line he referred to is the proposed 
Sierra Madre pipeline, to be built by ONEOK. 
The 1,000 km pipe is designed to move as 

much as 2.8 Bcf/d from Waha in the Permian 
Basin to Puerto Libertad, in the Mexican state 
of Sonora. Saguaro Energía will eventually 
consist of three trains producing 5 million 
tonnes per annum (mtpa) each, or 15 mtpa as 
a whole. There is land around the facility for 
future expansion.

“This is the first and only independent 
LNG project that’s backed by three 
supermajors,” Webster said, listing 
ConocoPhillips, Exxon Mobil and Shell. The 
rationale to commercially support the project 
came down to the ability to lock in 20-year 
fixed contracts, including one signed in July 
with China’s Zhejiang Energy. 

“It’s a real testament to the value that they 
see in taking those volumes and routing them 
through our infrastructure, and being able to 
access Asian markets a little bit more,” he said.

A critical component of the project is the 
Sierra Madre conduit. At the start of the 

uMIDSTREAM

74	 Oil and Gas Investor  |  November 2023

Source: Quantum Energy Partners, Hart Energy

	 jmarkman@hartenergy.com
	 @JHMarkman

	  JOSEPH MARKMAN
SENIOR MANAGING 
EDITOR



November 2023  |  	 75

Mexico Pacific

“The key to Houston-based Mexico Pacific’s  
$14 billion project is the abundance of natural  
gas produced in the Permian Basin.” 
—Blake Webster, partner, Quantum Energy Partners

facility’s development, there was already plenty of pipeline 
capacity from Waha into Mexico, and the partners explored 
leveraging that existing infrastructure.

“Ultimately, we felt like this was something that was critical 
for not only the company but also the customers to be able 
to provide that flow assurance and really having our own 
dedicated pipeline,” Webster said. 

Another selling point is government support on both 
sides of the border.

“This is a project that, I think, the U.S. looks at technically, 
not only just from a decarbonization standpoint as we think 
about U.S. natural gas displacing coal in Asian markets, but 
it’s also a big driver of jobs in the Permian Basin,” he said. 
The estimate is 13,000 jobs directly tied to the project and, 
indirectly, employment for another 21,000 workers.

The Mexico Pacific project enjoys a significant advantage 
over U.S. Gulf Coast LNG terminals because tankers will be 
able to reach Asian markets without passing through the 
Panama Canal. The trips are shorter, so less fuel is used, 
emissions from the carriers are reduced and canal tolls are 
avoided.

For example, the round trip from Mexico Pacific’s terminal 

to Asian ports is 36 days, with a shipping cost of $1.03/
MMBtu. Shipping that cargo from the U.S. Gulf Coast via the 
Suez Canal adds 34 days at cost of $2.42/MMBtu. Shipping 
from the Gulf Coast through the Panama Canal adds more 
than 30 days at a cost of $2.22/MMBtu, and shipping via the 
Cape of Good Hope adds more than 40 days at a cost of 
$2.13/MMBtu.

And then there’s the spread. Webster noted that the 
estimated 600 Tcf of natural gas reserves in the Permian, 
along with the breakeven price that has at times been at 
zero, should make many projects viable.

“There is a disconnect on that price, which over the last 
five years has been about a buck,” he said, referring to the 
difference between Waha and Henry Hub. “More recently 
it’s been closer to $1.50/MMBtu, so we feel like the buyers 
of this gas are going to have a real advantage there. 

At the time of the conference, the Asian JKM ( Japan 
Korea Marker) LNG price was $14.60/MMBtu for November 
deliveries. The Waha price was $1.76/MMBtu, or a $0.76 
discount over the Henry Hub close of $2.52/MMBtu. The 
Henry Hub price was $2.94/MMBtu. 

A rendering of the Sagauro Energía LNG facility when construction is complete



Carlson: Canada Pipeline Could 
Leave US Market in the Cold

Western Canada’s crude oil industry is 
preparing to embrace global markets, 
a turn that could leave the U.S. indus-

try fighting for supply in 2024. 
After years of delay and cost overruns, the 

Trans Mountain Pipeline expansion (TMX) is 
nearing completion. The 715-mile looping of 
Trans Mountain, Canada’s only liquids pipeline 
to the Pacific Coast, through Alberta and British 
Columbia will nearly triple maritime access for 
Western Canadian producers, increasing from 
300,000 bbl/d to 890,000 bbl/d.

The estimated C$31 billion expansion will 
have consequences for markets across North 
America, according to East Daley Analytics’ Crude 
Hub Model, affecting crude oil flows to refiners 
and terminal operators from Louisiana to the 
Midwest. We believe the project will be the most 
transformative for the U.S. market since the 2019-
2021 period, when the industry built 4 MMbbl/d 
of new pipelines out of the Permian Basin.

Owned by the federal government, Trans 
Mountain is targeting start-up of the TMX 
expansion in first-quarter 2024. A recent dispute 
over a 0.8 mile section of the route through British 
Columbia had threatened that timeline. Citing 
technical challenges, Trans Mountain had sought 
permission from the Canada Energy Regulator to 
move the pipeline route and use open-trench and 
horizontal drilling for construction, rather than a 
trenchless method involving micro-tunneling.

The Stk’emlupsemc Te Secwepemc Nation 
(SSN) had contested the request, citing surface 
disturbances on the land native to the First 
Nation. However, the CER granted the Trans 
Mountain request in late September, avoiding a 
potentially long delay.  

Once TMX starts flowing from Edmonton, East 
Daley anticipates about 470,000 bbl/d of heavy 
Canadian sour production will be immediately 
displaced on competing pipelines like Enbridge’s 
Mainline and Express pipelines and TC Energy’s 
Keystone pipeline. Rail terminals, which 
predominantly export heavy sour production 
into the Midwest (PADD 2), also will see volumes 
decline, according to EDA’s Crude Hub Model.

Another group that will feel the effects is Gulf 
Coast refiners, particularly buyers in the St. James, 
La., market. Western Canada oil production 
currently moves south via ENB’s Mainline and 
Southern Access Extension pipelines, then to the 
Capline Pipeline (Plains All American Pipeline, 
54%; Marathon Petroleum, 33%; BP 13%) and 
terminates at St. James. Since its reversal in 
December 2021, Capline has become a key 
supplier of cheap barrels for Louisiana refiners 

priced at Western Canadian Select. Barrels from 
Canada compete with higher-priced heavy sour 
barrels produced from the Gulf of Mexico. 

Recent data from Louisiana regulators show 
Capline’s imports from Patoka, Ill., averaged 
over 200,000 bbl/d in the spring, or more than 
double the pipeline’s firm commitments of about 
102,000 bbl/d. Flows from Patoka remained 
strong at about 150,000 bbl/d in August. The 
data supports comments from Plains All American 
that Capline has become a preferred shipping 
route since the reversal. However, East Daley 
thinks there is near-term risk to half these volumes, 
particularly to flows over the commitment level. 

According to financials filed with the Federal 
Energy Regulatory Commission (FERC) and EDA’s 
asset-level Capline Pipeline model, Capline will 
generate about $170 million in EBITDA for 2023. 
Assuming long-haul shipments of Canadian 
crude fall back to commitment levels (102,000 
bbl/d) in 2024, this would pose downside risk to 
earnings of about $64 million for the pipeline. 
As the majority 54% owner in Capline, Plains 
All American Pipeline would be subject to the 
biggest earnings impact of about $35 million, net 
to its 54% share. 

TMX will open new competition for Canadian 
barrels, and Lower 48 refiners using Western 
Canadian Select as a feedstock will need to pay 
more to continue attracting supply. East Daley 
estimates the Western Canadian Select discount 
to WTI could fall below $10/bbl once TMX is 
online. Alternatively, refiners could replace those 
barrels with heavy sours from the Gulf of Mexico, 
which are priced at a premium. In either scenario, 
U.S. crude oil exports are likely to take a hit until 
Canadian producers can expand oil output to fill 
the new export capacity. 
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Crude oil flows and pipeline egress capacity from 
Western Canada



PREPARING 
AMERICA’S 
NATURAL GAS 
FOR DELIVERY 
TO THE 
WORLD.
Clearfork Midstream is raising 
the bar when it comes to 
midstream services for natural 
gas producers operating in the 
Haynesville Shale. 

clearforkmidstream.com

Carlson: Canada Pipeline Could 
Leave US Market in the Cold



Permian Infrastructure Sufficient 
for Now, Says Plains’ McGee 
Executive believes the basin will be ‘a major contributor’ to the world’s energy supply for decades. 

Richard McGee, executive vice 
president, general counsel and 
secretary of Plains All American 

Pipeline, joined Jordan Blum in 
September at the University of Texas 
at Austin for the Kay Bailey Hutchison Energy 
Center Symposium. Watch the video interview at 
HartEnergy.com. 

JB: Why is it so important to be involved 
with the energy center and be here at the 
symposium today?
RM: I really look at my participation in the 
energy center as an opportunity to pay it 
forward. I’ve been really blessed over about 
a 40-year career, so far, to work with some 
really smart and interesting people on really 
interesting projects all around the globe. The 
energy center is a student-focused organization 
that’s geared and set up to help students be 
better prepared and to launch their careers 
by being involved in this center, for me, is an 
opportunity to feel like I’m helping somebody 
else the way that I was helped before. In that 
sense, I’m paying it forward.

JB: And what do you see as the role of the 
energy center, UT and really all of higher 
education to help solve the workforce 
issues for oil and gas and the upcoming or 
current great crew change?
RM: The energy industry today, more than 
ever, needs technical and engineering talent. It 
needs business talent and it needs legal talent. 
The university is so strong across all of those 
areas, and the center provides an opportunity 
for students to tap into that, regardless of which 
school they’re in. If you’re in the law school, you 
can have access to business and engineering 
classes and vice versa. The other thing is that 
the energy center helps provide a connection 
for students to this vast network of UT-related 
individuals, company alumni, etc., that are 
involved in the energy industry. And that 
becomes a huge family that can help students—
help them find their first opportunity once 
they’ve found an opportunity grow and evolve 
in their role, whatever it may be, with whatever 
company. So, I see the energy center really as a 
great add-on to what the university offers, and 
the university is in this great position to feed 
talent into this multidisciplinary game.

JB: What do you see right now as 
the most pressing gaps facing the 
industry?
RM: I think it really gets back to this 
point about where we are today with 

the energy transition. Probably more than ever, 
there’s a real need for technical talent to unlock 
the potential of future forms of alternative 
energy. And I think that’s where the university 
plays a key role now for people who have been 
involved in traditional energy. You talk about 
the great crew change. That’s one thing and 
that’s happening, but I think if you’re a student 
today and you’re looking at where is there 
going to be an opportunity-rich environment, 
you’ve got to look at energy. Because with 
the alternative energy evolving, or energy 
evolution, there are so many opportunities 
out there for students to get involved in really 
interesting work with smart, creative people 
and help solve problems that are really going 
to help the globe, frankly, for generations to 
come. I would say that’s a very attractive thing 
from a student standpoint today.

JB: Now, there are obviously challenges on 
the horizon, but business is booming right 
now. Plains is very involved in the Permian 
Basin—record high production for both 
oil and gas there. How pleased are you 
with how things are going now and for the 
foreseeable future?
RM: We’re certainly constructive on the 
Permian Basin. There is so much resource 
there that’s yet to be tapped. Currently, the 
production levels are in the 5.8 million barrels 
a day range. We think it’s going to inch up 
over 6 million barrels a day by the end of the 
year, and then, looking forward in probably 
three-ish year’s time, we think it’s very realistic 
that you could get to 7 million barrels a day in 
the Permian Basin. The wild card is that there’s 
a lot of resources. Technology will change 
over the next decade, as it has in the past two 
decades, and that will make a big difference 
on how much oil is produced from the Permian 
Basin and what the needs are there from an 
infrastructure standpoint. I’d say we’re very 
constructive on the Permian Basin. It’s going to 
be a major contributor to global energy supply 
for decades to come—multiple decades, not 
just one decade. My view is that we’re very 
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constructive on the future of the Permian Basin.

JB: For the last decade or so, Plains has probably been 
more involved than any other company in building out 
the long-haul crude pipelines from the Permian. Do 
you think it’ll be much longer before more of those big 
pipelines are needed again?
RM: In the near, medium term, I think the existing 

infrastructure is sufficient to deal with the production that’s 
coming. You have a lot of pipes that were built during this 
period that you referenced. There’s excess capacity. There are 
ways to get more capacity out of the existing pipes that are 
already in the ground. So, I don’t think there’s a big wave of 
new construction, new greenfield construction of long-haul 
pipes coming out of the Permian in the foreseeable three-to-
four year timeframe. 

“ There are so many 
opportunities out 
there for students to 
get involved in really 
interesting work with 
smart, creative people.”
—Richard McGee, Executive Vice  
President, Plains All American

University of Texas at Austin

Plains All American Executive Vice President Richard McGee, speaking at the Kay Bailey Hutchison Energy Center Symposium at University of Texas at 
Austin, says that the company is “constructive on the Permian Basin” and expects the production levels to rise to 6 million bbl/d by year end. 

Congratulates Sean Fitzgerald
We haven’t been this 
excited since 2005!

Congratulates Sean Fitzgerald
We haven’t been this 
excited since 2005!



Woodside’s $7.2 Billion Bet on 
Deepwater Mexico Potential
Woodside Energy is investing in offshore Mexico, checking key production, climate and financial boxes for the 
firm, its partnership with Pemex and the country of Mexico.

Australia’s Woodside Energy is making 
a massive bet offshore Mexico at 
the large, high-quality conventional 

resource Trion development, which checks 
key production, climate and financial boxes 
for both Mexico and partners Woodside and 
state-owned Petroleos Mexicanos (Pemex).

Trion’s $7.2 billion final investment 
decision (FID) was announced in June. 
Woodside’s share is $4.8 billion, including a 
$460 million capital carry of Pemex. First oil is 
expected to flow in 2028.

“Although the decision was delayed by a 
year due to high contracting costs, Trion’s 
sanction is good for Woodside, Pemex 
and Mexico’s upstream as the project will 
contribute material barrels in the long-term,” 
Welligence Energy Analytics North America 
Research Analyst Omar Rios told Hart Energy.

“This is especially true given exploration 
results in the Perdido [fold belt] since 
[Mexico’s] energy reform. Dominated by 
the majors, no company has been able to 
replicate the success of Trion so far—a 
testament to the frontier and complex nature 
of the basin,” Rios said. “For Woodside, 
project sanction demonstrates growth in 
its Americas portfolio from a valuation 
perspective, which includes assets in Mexico, 
the deepwater U.S. Gulf of Mexico and 
Trinidad and Tobago.”

Trion’s production will be processed 
through a floating production unit (FPU) with 
a nameplate capacity of 100,000 bbl/d, a 
Woodside spokesperson told Hart Energy. 
When Woodside is producing early in the 
field’s life with no water breakthrough, the FPU 
will be able to process up to 120,000 bbl/d. 

Trion is Woodside’s first major investment 
decision following its merger in 2022 with 
BHP Petroleum. Trion was an asset in BHP’s 
portfolio, and it will be Woodside’s fourth 
major project in the Gulf of Mexico after 
Shenzi, Atlantis and Mad Dog, Woodside 
CEO Meg O’Neill said during a call with 
analysts.

Trion’s joint venture ( JV) and regulatory 
approval for a field development plan 
was approved by Mexico’s National 
Hydrocarbons Commission (CNH) in late 
August, Woodside announced.

“The joint venture approved the field 

development plan and it was submitted to 
the regulator,” O’Neill said. “We have started 
executing key contracts including the FPU, 
engineering procurement and construction 
contracts and the drilling rig contracts.”

During the second half of 2023, Woodside 
plans to progress detailed engineering and 
procurement across FPU, floating storage and 
offloading (FSO) and subsea, umbilical, risers 
and flowlines (SURF); initiate preparations for 
regulatory permits for execution activities; 
and continue to award key contracts.

“Our experience to date with the 
regulatory environment has been positive, 
including wells, side tracks and regulatory 
submissions being approved on time by 
regulators during the appraisal phase,” 
the Woodside spokesperson said. “We 
collaborated with CNH [Mexico’s National 
Hydrocarbons Commission] during the 
drafting of the field development plan to 
help with alignment prior to submission.”

Win-win for Woodside, Pemex 
Trion—located in a water depth of 2,500 
m, approximately 180 km off the Mexican 
coastline and 30 km south of the Mexico-U.S. 
maritime border—is among Mexico’s first 
deepwater developments. 

The Trion JV comprises Woodside’s Mexican 
affiliate Woodside Petróleo Operaciones de 
México, S. de R.L. de C.V., the operator with 
a 60% interest and Pemex’s upstream affiliate 
Pemex Exploración y Producción (PEP), with 
the remaining 40%. 

The companies will target development 
of an estimated 479 MMboe of unrisked 
contingent resource (287 MMboe net 
to Woodside), according to Woodside’s 
spokesperson.

Trion is expected to contribute to meeting 
the world’s energy needs. Additionally, 
the Australian company expects Trion will 
deliver strong returns to its shareholders and 
economic and social benefits to Mexico. 

Woodside views Trion as a disciplined 
investment that fits its strategic and capital 
allocation framework and is consistent with the 
company’s vision to build a low-cost, lower-
carbon, profitable, resilient and diversified 
portfolio.

“Developing Trion delivers value for 
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Woodside shareholders and significant benefits for Mexico 
including jobs, taxation revenue and social benefits,” O’Neill 
said. “We have developed a strong partnership with 
Pemex. They benefit from our deepwater capability and we 
benefit from their technical input and understanding of the 
regulatory environment.”

Trion will have an all-in breakeven below $50/bbl. 
Excluding the capital carry of Pemex, the breakeven is below 
$43/bbl.

“The investment is expected to deliver an internal rate 
of return [IRR] greater than 16% with a payback period of 
less than four years,” according to O’Neill. “The forecast IRR 
excluding the capital carry is greater than 19%,” she said.

“Trion has an expected carbon intensity of 11.8 kg CO2e/
boe average over the life of the field, which is lower than 
the global deepwater oil average, and will be subject to 
Woodside’s corporate net equity Scope 1 and 2 emissions 
reduction targets,” O’Neill said.

“We have considered a range of oil demand forecasts 
and believe Trion can help satisfy the world’s energy 
requirements,” O’Neill said. “Two-thirds of the Trion 
resource is expected to be produced within the first 10 
years after start-up.”

Additionally, Woodside’s targets for greenhouse-gas 
emissions reduction are unchanged by the Trion FID. The 
starting base for the target will not be adjusted as a result of 
the investment decision.

Pemex stands to benefit from additional oil and gas 
production from Trion as it looks to offset production 
declines at mature fields as part of its plan to see liquids 
production exceed the 2 MMbbl/d mark over the near 
term.

According to Woodside, Trion is well aligned with 
Pemex’s plans to grow production. Financially, the 
development will also be positive for Mexico, a major 
trading partner with the U.S., which looks to collect some 
$10 billion in cumulative taxes and royalties.

However, the project is not without its hazards, 
Wellingence’s analyst warned—especially when it comes to 
Pemex.

“Pemex remains the most indebted E&P in the world and 
has significant debt amortizations looming in the short-term, 
which may place pressures on its ability to finance its part of 
the project,” Rios said.

Trion development 
Geologically, well productivity remains uncertain. Rios 
said Trion will also exploit new reservoirs in Mexico’s 
deepwater Lower Eocene. 

“Analog fields in the Perdido in the deepwater U.S. 
Gulf of Mexico can provide valuable insight into Trion’s 
potential. Woodside’s public plans for Trion suggest it 
is expecting the asset to outperform the historical well 
performance at the analog fields on the U.S. side of the 
border,” Rios said.

Trion was initially discovered by Pemex in 2012. In 2017, 
BHP Petroleum and Pemex inked an agreement to develop 
the Trion discovery. Following Woodside’s merger with 
BHP Petroleum, the Australian company continued with 
the Trion agreement with Pemex.

“[After 2017] we subsequently completed our appraisal 
program to inform the development. This included three 
additional well penetrations and acquisition of seismic,” 
according to Woodside’s spokesperson. “We now have 
the right development plan and are confident in the cost 
and execution plan following 30 months of engineering 
to inform front-end engineering design. We re-tendered 
following the merger given the prevailing inflationary 
environment to ensure bids reflected the current market 
conditions.”

Trion will be developed through an FPU that will be 
connected to a leased FSO vessel with a Suezmax size hull 
and a capacity to store 950,000 bbl of oil. Development 
of Trion will include 18 wells (nine producers, seven 
water injectors and two gas injectors) drilled in the initial 
phase. Over the life of the project, a total of 24 wells are 
planned to be drilled. The expected $7.2 billion capital 
expenditure includes all 24 wells. 

Peak spending on Trion is expected in 2025, according 
to Woodside. And consultancy Wood Mackenzie estimates 
80% of the required capex will be spent by 2033, when 
the field will be on its production plateau.

While Trion is primarily an oil development, there 
will be some gas available for Mexico’s domestic 
market, according to the Woodside spokesperson. “The 
development includes two gas injection wells, and gas 
that is not reinjected or used on the FPU will be shipped 
to Mexican markets. There is operational flexibility to 
increase gas export.” 
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Woodside

The Trion project in offshore Mexico is located in a water depth of 
2,500 m, approximately 180 km off the Mexican coastline and 30 km 
south of the Mexico-U.S. border. 

“ We have 
developed a strong 
partnership with 
Pemex. They 
benefit from our 

deepwater capability and we 
benefit from their technical 
input and understanding of the 
regulatory environment.”
—Meg O’Neill, CEO, Woodside



Bringing the Beetaloo to Life
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Tamboran makes alliances to advance its goal of producing 1.5 Bcf/d by 2035 from the Australian shale play.

Shenandoah South 1H & offsets’ locations

The Beetaloo Basin in Australia shows 
promise, but it will take teamwork to 
bring the gas reserves to market.

Dick Stoneburner, Tamboran Resources 
chairman and Petrohawk Energy co-founder, 
said Tamboran is developing “a major, 
major” gas resource and is working with the 
government and companies like Helmerich 
& Payne (H&P) and APA Corp. to move the 
discovery toward production. 

Tamboran, which is listed on the Australian 
Stock Exchange in 2021, operates about 4.7 
million acres in the Beetaloo Basin. The play 
compares strongly to prolific plays in the 
U.S., such as the Marcellus, Stoneburner said 
during Hart Energy’s America’s Natural Gas 
conference in September.

The company’s Shenandoah South 1H 
well, drilled by the H&P Flex 3 rig, found 
about 300 ft (90 m) of high-quality shale with 
strong dry gas shows. Two Beetaloo wells 

operated by Santos, in which Tamboran 
holds an interest, delivered “very good 
results” with “nice reserve bases,” he said.

As promising as the wells to date have 
been, Stoneburner believes it’s possible to 
do better.

“The two best wells for the basin, we 
have drilled more effectively than any of the 
others. That’s not saying much,” he said. 

Some wells have been slow and expensive, 
and the stimulation jobs on others haven’t 
been optimal, he added.

“We’re confident that with what we’ve 
learned on the last well and having 
H&P on our team, we can knock this 
down from 21 days” to 15 to 18 days 
through efficiencies and borrowing from 
best practices in American shale plays, 
Stoneburner said. 

Stoneburner said Tamboran aims to 
produce 1.5 Bcf/d from the Beetaloo Basin 
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by 2030 or 2035, with some production going to gas 
markets and some to the proposed Northern Territory 
LNG (NTLNG) project. Early production could start 
in 2025 from Phase One at a rate of 40 MMcf/d from 
seven wells sending gas to the Northern Territory and 
East Coast gas markets. Phase Two would deliver 500 
MMcf/d from 90 wells in 2028. Phase Three would see 
55 wells delivering an additional 2.2 million tonnes per 
annum (mtpa), or 300 MMcf/d, to NTLNG as of 2030, and 
ultimately reaching 6.6 mtpa, or 1 Bcf/d.

Stoneburner said alliances are important for working in 
the Beetaloo. 

“We’re out here kind of by ourselves,” he said. “This is 
not like you’ve got the Permian Basin with 100 different 
operators and acreage scattered all over the place. We’ve 
got 4 million acres sitting there right next to each other, so 
we need some help to get this done.” 

One of the most critical alliances was with H&P, which 
moved a drilling rig from Texas to Australia. 

“Having somebody like H&P not only invest in equity 
into the company, but commit iron in a part of the world 
where they’ve never been before” was important for 
Tamboran, he said.

Under a midstream alliance with APA, the companies 
will jointly develop gas transmission pipelines connecting 
Tamboran’s Beetaloo Basin assets to the East Coast gas 
market and Darwin.

The Northern Territory government awarded Tamboran 
a 420-acre site at Middle Arm Sustainable Development 
Precinct for the proposed NTLNG project, which is 
between three and seven days from gas markets, he said.

“This is the most advantaged gas molecule from a 
transport standpoint in the world,” Stoneburner said. 
“We’re closer to more demand centers than anybody else.”    

“ We’re out here kind of by ourselves. This 
is not like you’ve got the Permian Basin 
with 100 different operators and acreage 
scattered all over the place.”

—Dick Stoneburner, chairman, Tamboran Resources
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Shale’s Big Role in Meeting 
Global LNG Demand
McKinsey sees a supply gap emerging in the 2030s, providing U.S. producers with an opening. 

U.S. gas producers can compete to 
fill a looming supply gap for LNG as 
global demand grows, according to an 

analysis by McKinsey & Co. 
Across a myriad of different energy 

transition scenarios, global demand for LNG 
is forecast to see robust demand growth 
through at least 2040, 
McKinsey Partner 
Dumitru Dediu said 
during Hart Energy’s 
America’s Natural Gas 
conference in September. 

European demand is 
expected to drive that 
growth in the near term 
as the continent moves 
to replace volumes of piped Russian gas with 
other supply. 

In the medium to long term, demand 
growth is expected to come from nations in 
Southeast Asia seeking access to more reliable, 
affordable and cleaner energy sources.

“Asia beyond China,” he said. “China will 
have a big role to play—but beyond China, 
there are a lot of countries out there.” 

U.S. producers and LNG developers are 
investing billions of dollars to meet some of 
the growing global demand. 

Gas demand for U.S. LNG exports is 
expected to grow by 17.4 Bcf/d between 
2023 and 2030, said Justin Carlson, co-
founder and chief commercial officer at East 
Daley Analytics; LNG will make up more  
than one-fifth of total U.S. gas demand by 
that time.

More than a half-dozen new liquefaction 
projects are under construction in the 
U.S., according to the Energy Information 
Administration.

But into the 2030s and beyond, a global 
LNG supply gap begins to open. And 
there are questions about whether U.S. 
gas supply—hampered in some regions by 
litigation and regulatory red tape—can meet 
the growing demand.

“Many of these scenarios actually show 
even higher demand, showing a gap of at 
least 50 million tons [of LNG capacity],” 
Dediu said.

“In some scenarios, 150 to 200 million 
tons of LNG capacity … will need to come 

onstream in the 2030s to meet the growing 
LNG demand out there,” he said. 

Cost and security
U.S. LNG is expected to meet a portion of the 
growing global demand for several reasons, 
including cost competitiveness and security of 
supply. 

McKinsey’s survey of LNG buyers, which 
accounted for more than 70% of the global LNG 
market, found that buyers see U.S. LNG as one 
of the most cost-competitive sources of supply 
worldwide.

“Especially in the current environment, with 
Henry Hub below $3/MMBtu, you can bring the 
LNG from the U.S. at below $8/MMBtu in Europe 
or in Asia—compared to prices north of  
$10/MMBtu to $15/MMBtu,” Dediu said. 

But many factors could lead to U.S. LNG’s 
competitive edge waning on the global scale over 
time, such as takeaway infrastructure constraints. 

A lot of the most cost-competitive gas 
is produced in the Permian Basin and in 
Appalachian plays like the Marcellus Shale. 
Additional gas pipeline capacity is needed to 
move the gas from the shale patch to the growing 
number of U.S. LNG export facilities. 

But building new interstate gas pipelines 
is pretty difficult to do, as the travails of the 
Mountain Valley Pipeline affirm.

It’s much easier to develop an intrastate 
pipeline in Texas or Louisiana, which is why a 
significant portion of the gas for LNG exports is 
expected to come from the Haynesville Shale, the 
Eagle Ford Shale and the Permian.

“Without new infrastructure, we may see Henry 
Hub prices increasing and, respectively, other less 
competitive basins supplying these LNG projects,” 
Dediu said. 

Other factors that could lead to rising 
costs include engineering, procurement and 
construction, and supply chain constraints, as well 
as access to commercial financing and long-term 
sale and purchase agreements.

Buyers also see the U.S. as one of the most 
reliable sources of gas globally—more reliable 
than Canada, Australia and Mexico, according to 
the McKinsey survey.

“The world needs more gas, more LNG, to 
support growth,” he said. “LNG will also play a 
major role in helping switch away from coal to a 
cleaner-burning fuel like gas.”    
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A global LNG supply gap will begin to open up in the 2030s, according to a McKinsey & Co. analysis, but the U.S. might lose its competitive edge 
if red tape, particularly around pipeline permitting, isn’t addressed.



Service Providers 
Struggle with Guyana Law
The Local Content Act favors Guyanese nationals and companies in business related 
to the country’s nascent oil, according to local experts.

A n Exxon Mobil-led consortium offshore 
Guyana with international oil companies 
Hess Corp. and China’s CNOOC has not 

been impacted by a content law that favors locals 
in the procurement of goods and services, attor-
neys familiar with the statutes told Hart Energy.

It’s a different story for service providers.
“Experienced IOCs, from an outsider’s 

perspective, do not have a real issue with 
obtaining labor, transferring 
skill sets and technology 
and complying with local 
content laws; it is the service 
providers—the mid- and 
lower-tier companies 
servicing the petroleum 
sector—that struggle with 
procuring skilled labor,” 
Jones Walker LLP partner 
Marc Hebert and Keiana 
Palmer, an associate from 
the firm, wrote in a joint 
response to Hart Energy via 
email.

Guyana boasts one 
of the fastest-growing 
economies worldwide. The 
country, with population 
of about 814,000, according to Worldometer, 
saw its average annual GDP grow over 50% in 
the past couple of years due to rapidly rising oil 
production, starting in December 2019 from the 
offshore Stabroek Block. There, two  
Exxon developments are producing about  
375,000 bbl/d and a third, with a production 
capacity of 220,000 bbl/d, will start in fourth-
quarter 2023. 

“The need for skilled labor such as welders, 
pipefitters, pilots and oilfield workers 
increases commensurately with increased 
petroleum production,” Hebert and Palmer 
said. “Consequently, one must scrutinize the 
restrictions that the local content laws create and 
how they impact the mid- and lower-tier service 
providers’ abilities to grow with the fast pace of 
the market.” 

The Guyanese government anticipates its 
petroleum sector will need at least 150,000 
skilled laborers over the next two to five years 
to meet this demand. Ongoing development of 
Guyana’s oil sector and its economy will require 
the construction of roads, bridges, port facilities, 

hotels, clinics, hospitals, housing, grocery stores 
and schools. A build-out of the country’s public 
transportation sector is also necessary.

Guyana must rely heavily on “construction 
companies, concrete and ready-mix or asphalt 
companies, waste management, food distribution 
and cold storage providers, as well as workers 
to provide such services,” according to the Jones 
Walker lawyers.

Exxon and partners have discovered estimated 
gross recoverable resources of more than 11 
Bboe in Stabroek, the company says on its 
website. According to accelerated development 
plans, three FPSO units will be in operation in 
the block by year-end 2023, according to Hess. 
Looking forward, six FPSOs with a capacity of 
more than 1.2 MMbbl/d could be online in the 
block by year-end 2027, while there is potential 
for up to 10 units to develop the resources.

“Therefore, the difficulties service providers 
face may inevitably become a concern for IOCs 
contracting with those service providers,” Hebert 
and Palmer said. “Nevertheless, the jury is out on 
the local content laws, and we wait to see any true 
‘concerns’ IOCs may have with continued market 
expansion and subsequent amendments to the 
Local Contact Act (LCA) [of 2021].”

Guyana’s Local Content Act
Guyana’s Local Content Act (LCA) gives 
priority to Guyanese nationals and companies 
in the procurement of goods and services 
related to the country’s nascent oil sector 
to enhance the sector’s value chain. It also 
mandates companies and others involved in 
petroleum-related activities comply with local 
content rules.

Under the LCA, local content is defined as 
“the monetary value of inputs from the supply 
of goods or the provision of services by 
Guyanese nationals or Guyanese companies 
and includes local capacity development,” 
according to details published Dec. 31, 2021, 
in Guyana’s Official Gazette.

The LCA applies to local content related 
to all operations and activities in Guyana’s oil 
sector. Consequently, like other countries’ 
laws, the LCA’s overarching purpose is to 
ensure the transfer of skills, technology 
and opportunities to Guyana’s residents 
to improve the quality of life, according to 
Hebert and Palmer.
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Additionally, the LCA aims to promote competitiveness 
and encourage the creation of related industries that will 
sustain Guyana’s social and economic development and 
allow the country to compete in the global market.

Guyana’s government is cognizant of “Dutch disease,” a 
situation in which one industry flourishes to the detriment 
of local ones in the same sector, mainly due to consumer 
preference. Imports increase for nearly all goods and 
services instead of being developed domestically to 
generate revenue.

For joint ventures, Guyana’s LCA requires foreign 
investors to partner with local companies that hold at least 
50% ownership, among other considerations. Also, within 
the strategic sectors, there are corresponding targets that 
contractors, licensees and subcontractors must meet to 
ensure the maximum Guyanese participation.

Sectors with the highest minimum local content 
requirements include immigration support services 
(100%), rental of office space (90%), catering services 
(90%) and equipment rental (50%). These percentages 
drop drastically for services such as onshore pipe sand 

blasting and coating (30%), hazardous waste management 
(25%), aviation support services (20%), dredging services 
(10%) and engineering and machining (5%), according to 
the details in the Official Gazette.

While enforcement of the LCA has resulted in a 
significant uptick in local value capture, the seemingly 
strict compliance terms beg the question of how 
companies are faring with local content, Hebert and 
Palmer said.

“In the private sector, the Guyanese government is 
challenged with ‘rent-a-citizen’ or ‘fronting’ practices, 
wherein foreign entities utilize Guyanese businesses or 
Guyanese nationals to circumvent provisions of the LCA to 
capitalize on opportunities,” Hebert and Palmer said. “The 
local content secretariat and the Georgetown Chamber 
of Commerce and industry continue to advocate against 
such practices, stating that operating under the guise of 
local participation undermines the overall objective of 
local content and will cause capital flight. However, these 
practices are the result of cooperative endeavors by 
foreign and local partners,” they said. 
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Geopolitical events in the Middle East 
(specifically the Hamas attacks in Israel) 
could benefit Venezuela indirectly from 

a run-up in oil prices or directly through a fur-
ther easing of U.S. sanctions on its oil sector.

On the latter in particular, there’s always 
the issue of the U.S.’s much wanted “free and 
fair” presidential elections in 2024 that still 
factor heavily on any decisions to come from 
Washington. 

At the most basic level, both scenarios could 
translate into higher revenues for the coffers 
of Venezuela’s President Nicolás Maduro, 
whom the U.S. sought to topple in 2019 by 
imposing sanctions. Venezuela’s oil production 
averaged 733,000 bbl/d in September 2023, 
according to secondary source data from 
OPEC’S Monthly Oil Market Report (MOMR). 
Venezuela’s current production is up from a 
low of 500,000 bbl/d in 2020 but still far from a 
peak of 3.2 MMbbl/d in 1997.

Higher oil prices from global oil supply 
uncertainties would surely benefit Venezuela, 
which continues to sell its oil, primarily heavy 
oil, at a discount to the major benchmarks, 
owing to sanctions. Currently, Venezuela’s 
benchmark Merey crude is the cheapest of all 
the crudes that comprise the OPEC reference 
basket. So, higher prices would be a welcome 
boost to a Venezuelan economy still struggling 
under the weight of U.S. sanctions and the 
global economic downturned caused by the 
COVID-19 pandemic. 

An easing of sanctions on Venezuela’s oil 
sector could allow international oil companies 
(IOCs) to boost investments and production. 
Chevron, which remains in Venezuela, has been 
the main company behind recent production 
increases, and the U.S.-based producer is 
the company mostly likely to contribute to 
near-term production increases if Washington 
further eases sanctions. Other IOCs with 
potential to expand oil production include 
Italy’s Eni and Spain’s Repsol, partners in the 
offshore Cardón IV gas project. 

But, an easing of sanctions on Venezuela’s oil 
sector before elections next year and without 
a guarantee of “free and fair” elections could 
backfire on Washington. At the time of this 
writing, both the Washington Post and Reuters 
reported that talks between Washington and 
Caracas were advancing. 

The former said an agreement had been 
reached “in which the U.S. would ease 

sanctions on Venezuela’s oil industry and the 
authoritarian state would allow a competitive, 
internationally monitored presidential election 
next year.” The latter said the U.S. had “reached 
a preliminary deal to ease sanctions if Maduro 
follows through on a commitment related to a 
2024 election.”

Datanalisis president Luis Vicente León said 
during an October interview with Globovision 
that the “devil is in the details” regarding 
the talks. But he did say he expected some 
additional positive advances related to 
Venezuela oil and gas sectors, without being 
specific.

Only time will tell where the negotiations 
between the U.S. and Venezuela’s ruling party 
go as well as talks between the ruling party and 
the opposition. Maduro is definitely in a much 
better negotiating position than he was two 
years ago and the window of opportunities for 
the oil and gas markets have seemingly opened 
again for Venezuela to benefit. But Washington 
still holds the keys that represent Venezuela’s 
access to both markets. 

A recent OFAC amendment allows Trinidad 
and Tobago to pay for Venezuelan gas with a 
fiat currency or via humanitarian aid.

For what it’s worth, the fate of U.S.-based 
refiner Citgo Petroleum, owned by state-
owned Petróleos de Venezuela SA (PDVSA), 
seemingly remains a key indicator of the 
direction presidential elections could go 
in 2024. If the potential for a free and fair 
elections is positive, the U.S. court system could 
conceivably extend protection afforded to 
Citgo from creditors seeking around $23 billion 
until a winner is decided. On the flip side, if 
the potential is negative, Citgo’s assets could 
relatively soon be put up for auction.

While there has been positive noise 
coming out of Venezuela in recent months, 
it’s still too early to claim victory on either the 
sanction or election fronts. Besides, Maduro 
remains buddy-buddy with leaders in Russia, 
Iran, China, Cuba and Turkey. And an Oct. 
15 telephone call between Maduro and his 
Palestine counterpart Mahmud Abbas may 
not be seen favorably by some countries and 
especially one in specific that is a major U.S. ally 
in the Middle East. 

Whether it’s time to “buy the rumor, sell the 
news” in Venezuela depends on your aversion 
to risk. The only thing I can offer you is to 
continue to watch this space. 
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Hart Energy LIVE will present the DUG GAS+  
Conference & Exhibition which will focus on:

• How current global events affect production
• How natgas production is set to surge past 96 Bcf/d in 2024
• What’s new in gas and midstream technology

DUG GAS+ speakers are:

Hosted by:

Sponsorship and Exhibit Opportunities
Before, during and after conference sessions, exhibitors have ample opportunities to meet these speakers 
and network with over 800 hundred industry peers.

When you sponsor a Hart Energy LIVE Conference and Exhibition: 
 • Your brand is visible to more than those in attendance 
 • Our entire multi-channel network promotes your message alongside our content before, during,  
  and after each event 
 • Exhibitors gain access to senior level management and executives in a relaxed, social environment 

Let us help you build a multi-channel sponsorship package that meets your marketing goals and budget.

LEARN MORE & CONTACT: 
Rob Cravaritis, Chief Revenue Officer  |  rcravaritis@hartenergy.com  |  713-260-1063

DUGHaynesville.com

• Elite executives
• Decision-makers - chairmen, CEOs and presidents
• All with tangible experience in the region

REGISTER OR
SPONSOR HERE!

MARCH 27-28, 2024
SHREVEPORT CONVENTION CENTER  |  SHREVEPORT, LA

SAVE THE DATE

GAS+
CONFERENCE & EXHIBITION

GOLD SPONSOR
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Events Calendar
The following events present investment and networking opportunities for industry executives and financiers.
	

EVENT DATE CITY VENUE CONTACT

2023
WEA Wildcatter of the Year Nov. 4 Denver Sheraton Denver Downtown westernenergyalliance.org

40th USAEE/IAEE North American Conference Nov. 6-8 Chicago Fairmont Chicago Millennium Park 
Hotel usaee.org

IPAA Annual Meeting Nov. 6-8 San Antonio JW Marriott San Antonio Hill 
Country ipaa.org

Energy Transition North America 2023 Nov. 7-8 Houston Marriott Marquis reutersevents.com

Rice Energy Finance Summit Nov. 10 Houston McNair Hall, Rice University business.rice.edu

OK Petroleum Alliance Fall Conference Nov. 15-16 Oklahoma City The National Hotel thepetroleumalliance.com

Executive Oil Conference & Exhibition Nov. 15-16 Midland, Texas Midland County Horseshoe 
Arena hartenergy.com/events

DUG Appalachia Nov. 29-30 Pittsburgh David L. Lawrence Convention 
Center hartenergy.com/events

URTeC Latin America Dec. 4-6 Buenos Aires, 
Argentine Hilton Buenos Aires urtec.org/latinamerica/2023

2024
IPAA Private Capital Conference Jan. 17 Houston The Post Oak ipaa.org

Mexico Infrastructure Projects Forum Jan. 24-25 Monterrey, Mexico Camino Real San Pedro mexicoinfrastructure.com

Floating Wind Solutions Feb. 5-7 Houston Hilton Americas floatingwindsolutions.com

NAPE Summit Feb. 7-9 Houston George R. Brown Conv. Ctr. napeexpo.com

Louisiana Oil & Gas Association Annual Meeting Feb. 26 Lake Charles, La. Golden Nugget Casino loga.la

OTC Asia Feb. 27 - March 1 Kuala Lumpur, 
Malaysia Kuala Lumpur Convention Center 2024.otcasia.org

Influential Women in Energy Luncheon March 8 Houston Hilton Americas hartenergy.com/events

CERAWeek by S&P Global March 18-22 Houston George R. Brown Conv. Ctr. ceraweek.com

DUG Gas+ March 27-28 Shreveport, La. Shreveport Convention Center hartenergy.com/events

MCE Deepwater Development Apr. 9-11 Amsterdam Hôtel Mövenpick Amsterdam City 
Centre mcedd.com

2024 AGA Operations Conference & Spring 
Committee Meetings Apr. 28 - May 2 Seattle Hyatt Regency Seattle aga.org

Offshore Technology Conference May 6-9 Houston NRG Park 2024.otcnet.org

SUPER DUG May 15-17 Fort Worth, Texas Fort Worth Convention Center hartenergy.com/events

2024 AGA Financial Forum May 18-21 Palm Desert, Calif. TBD aga.org

Louisiana Energy Conference May 28-30 New Orleans The Ritz-Carlton louisianaenergyconference.
com/

Monthly
ADAM-Dallas First Thursday Dallas Dallas Petroleum Club adamenergyforum.org

ADAM-Fort Worth Third Tuesday, odd 
mos. Fort Worth, Texas Petroleum Club of Fort Worth adamenergyfortworth.org

ADAM-Greater East Texas First Wed., odd mos. Tyler, Texas Willow Brook Country Club etxadam.org

ADAM-Houston Third Friday Houston Brennan’s adamhouston.org

ADAM-OKC Bi-monthly (Feb.-Oct.) Oklahoma City Park House adamokc.org

ADAM-Permian Bi-monthly Midland, Texas Petroleum Club of Midland adampermian.org

ADAM-Tulsa Energy Network Bi-monthly Tulsa, Okla. The Tavern On Brady adamtulsa.org

ADAM-Rockies Second Thurs./
Quarterly Denver University Club adamrockies.org

Austin Oil & Gas Group Varies Austin, Texas Headliners Club coleson.bruce@shearman.com

Houston Association of Professional Landmen Bi-monthly Houston Petroleum Club of Houston hapl.org

Houston Energy Finance Group Third Wednesday Houston Houston Center Club hefg.net

Houston Producers’ Forum Third Tuesday Houston Petroleum Club of Houston houstonproducersforum.org

IPAA-Tipro Speaker Series Third Tuesday Houston Petroleum Club of Houston ipaa.org

Email details of your event to Jennifer Martinez at jmartinez@hartenergy.com.
For more, see the calendar of all industry financial, business-building and networking events at HartEnergy.com/events.
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THEMES

2024 Media Kit

The network for energy insights

SCAN HERE
TO DOWNLOAD

OUR 2024 MEDIA KIT!

PLAN YOUR 2024 
MARKETING CALENDAR!
   Create targeted, multi-channel campaigns throughout the year built around  
   the topics and content themes that are important to your audiences.
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Voices
Varied takes on offshore drilling from government, 
an NGO and the industry

uPERSPECTIVES

“It makes sense 
to use our own 
supplies from North 
Sea fields such as 
Rosebank. The 

jobs and billions of pounds this 
is worth to our economy will 
enable us to have greater energy 
independence, making us more 
secure against tyrants like Putin.” 
—Claire Coutinho, U.K. energy security secretary

“At the risk of 
hoodooing our crack 
explorationists, 
the string of 
recent discoveries 

validates DNO’s offshore Norway 
exploration strategy.”
—Bijan Mossavar-Rahmani, executive chairman, DNO 

“Expanding dirty 
and dangerous 
offshore drilling 
only exacerbates the 
climate catastrophe 

that is already at our doorstep.”
—Beth Lowell, vice president, Oceana
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benefitting

 October 2, 2023
Dallas Athletic Club

KidLinks is a 501(c)(3) nonprofit organization that provides healing, hope, and happiness for children and families through music therapy programs, therapeutic
music entertainment, and online music media. For over four decades, KidLinks has provided healing experiences for children with special challenges, funded
therapeutic music initiatives, implemented university-level music therapy training, and offered free/low-cost treatment programs for children in need. KidLinks
has proudly and positively impacted the lives of over 410,000 children and caregivers.

For more information on KidLinks, including services or news and events, please visit our website www.kidlinks.org or follow us on Instagram @Kid_Links.  
*supporters as of print deadline 10.9.23
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Recognizing Energy Leaders 
of Yesterday, Today and Tomorrow

Hall of Fame Awards and Celebration December 5, 2023
The Hart Energy Hall of Fame is inducting its first class of Honorees and 
Agents of Change in Energy (ACEs) in 2023. Hall of Fame inductees are  

the groundbreaking pioneers in the energy sector from the last 50+ years,  
and the ACEs include leaders who are making positive impacts on how  

we power the world now and into the future.

Both Honorees and ACEs will be profiled in a special edition of 
Oil and Gas Investor magazine in December and they will be  

recognized at the exclusive annual celebration - a who’s-who of the 
industry with past inductees and leaders from across the industry.

LEARN MORE & CONTACT: Rob Cravaritis, Chief Revenue Officer  |  rcravaritis@hartenergy.com  |  713-260-1063

Let us help you build a sponsorship package that promotes you brand before, during and after the event.  
Sponsors have abundant opportunities to meet with these industry giants.

SPONSORSHIP OPPORTUNITIES AVAILABLE

2023 Hart Energy Hall of Fame Awards FP NOVOGI.indd   12023 Hart Energy Hall of Fame Awards FP NOVOGI.indd   1 10/18/23   2:53 PM10/18/23   2:53 PM



	 NISSA DARBONNE
EXECUTIVE EDITOR-AT-LARGE

	 ndarbonne@hartenergy.com
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How Goldman Sachs,  
FedEx See Oil and Gas

An energy transition is going to take 
time. But “it’s a balance,” according 
to Goldman Sachs chairman and CEO 

David Solomon.
“We have to support traditional energy. 

If we don’t have appropriate [and] secure 
energy at an affordable price, society  
won’t function,” he said at the American 
Energy Security Summit hosted by the 
Hamm Institute for American Energy in 
Oklahoma City.

“I think it’s very important for the U.S. that 
we have energy security. It’s very important 
that we continue to invest in the industry.” 

In an energy transition, “One of the 
ways that we’re in a better position … is 
if we have a strong independent energy 
economy here in the United States. We’ve 
said publicly that I think we’re all going to 
continue to finance traditional companies 
for a long time.”

How to strike a balance between 
traditional energy and sustainability goals? 
“There’s no easy answer to the journey that 
we’re all on,” he said. Goldman Sachs’ clients, 
“even if they’re in the energy industry, also 
want to think about the next 10, 20, 30 
years. 

“How are they evolving their businesses? 
How are they transitioning appropriately?” 

Carbon needs to be removed from the 
air. But this and other means of reducing the 
CO2 in the atmosphere are “going to take 
time and it’s something that requires a long-
term view.”

Now and in the future, traditional energy 
is still hugely important. “We have a lot of 
energy in this world that is necessary.” 

As for capitalizing the industry, he noted 
that the Fed is currently taking comments on 
new rules that “will make the financing of all 
activities more expensive and will also push 
more financing—capital-raising—outside the 
regulated banking industry. 

“So, if you think about energy—[whether] 
it’s traditional energy or it’s new forms of 
energy—it’s a capital-intensive industry…. 
And these new capital rules will make all that 
lending—and also the hedging that needs to 
be done to make those capital investments—
more expensive.” 

FedEx Founder and Executive Chairman 
Fred Smith said the U.S. isn’t using its 
energy-abundance ace correctly. Smith, 

whose international transportation company 
is celebrating its 50th year, was on the 
Energy Security Leadership Council during 
the George W. Bush Administration.

“The prescription we gave, which they 
adopted, was to, No. 1, promote the 
maximum amount of oil and gas production 
in North America,” Smith said.

“That’s when the [fracture-stimulation] 
revolution [grew] and—beyond our wildest 
dreams—we became the most prolific 
producer, just like during World War II.”

And the U.S. isn’t taking “advantage of it 
to the extent we should,” he said.

Smith earned his undergraduate degree 
in economics at Yale before serving two 
deployments in Vietnam as a U.S. Marine, 
receiving two Purple Hearts, before he was 
discharged in 1970 and moved on to found 
FedEx in 1973.

“You’ve got to embrace these free-market 
principles in oil and gas,” he said. “If you 
want to use less of it, then incent people not 
to use it. But let the free market work and 
produce as much oil and gas as you can.”

Smith is a proponent of a carbon tax—
incentivizing those who use it to use less  
of it. 

“No company could be more committed 
to reducing its environmental footprint than 
FedEx is,” he said. But the point of its effort 
isn’t to “greenwash;” instead, it’s just math. 

“What we’re doing is trying to become 
more profitable and more efficient. That’s 
why we retired MD-11 airplanes and 
replaced them with [Boeing] 777s. We’ve 
got the biggest fleet of 777 freighters in the 
world because they use 20% less fuel.”

With a carbon tax, “if you want to make a 
capital investment to buy a 777 and use less 
fuel over the MD-11 and make it into beer 
cans, everybody wins.” 

Stephen Moore, distinguished fellow at 
the Hamm Institute, said a worry could be 
that a carbon tax is enacted but the massive 
web of U.S. energy-regulatory framework 
didn’t go away. 

Smith said, “At the end of the day, the 
problem is the media business … is built 
largely around outrage. You develop more 
outrage, [you get] more clicks … 

“So, I just do not think that we can 
continue to go forward unless there’s some 
sort of grand compromise.”    
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Adam Dirlam, President  
Nicholas O’ Grady, Chief Executive Offi cer

952.476.9800  
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NOG CLOSES 
DEALS

MARCELLUS
Northern Oil 

purchased non-operated
assets from:
Reliance 

Marcellus, LLC

2021

$120.9 Million

WILLISTON
250+ Transactions

including:

2018-2023

$1.1 Billion+

More Than $3.5 Billion of 
Deals Signed Since 2018

Creative capital solutions including drilling 
partnerships and non-operating structures

PERMIAN

2021-2023

$2.0 Billion+

50+ Transactions
including:

Northern Oil and Gas, Inc.
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