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Table 1.  Summary of natural gas supply and disposition in the United States, 2017-2022 
                  (billion cubic feet) 

 
 

Year and Month 
Gross 

Withdrawals 
Marketed 

Production 
NGPL 

Productiona 
Dry Gas 

Productionb 

Supplemental 
Gaseous 

Fuelsc 
Net 

Imports 

Net 
Storage 

Withdrawalsd 
Balancing 

Iteme Consumptionf 

2017 Total  33,292 29,238 1,897 27,341 66 -121 254 -400 27,140 
2018 Total  37,326 33,009 2,235 30,774 69 -719 314 -300 30,139 
2019 Total  40,780 36,447 2,548 33,899 61 -1,916 -503 -408 31,132 
         
2020         
  January  3,597 3,194 240 2,954 6 -248 581 8 3,300 
  February  3,363 2,985 224 2,761 5 -216 545 -53 3,041 
  March  3,582 3,196 240 2,956 6 -284 53 -24 2,707 
  April  3,374 3,012 226 2,786 5 -231 -311 -8 2,241 
  May  3,285 2,927 220 2,707 5 -209 -454 18 2,067 
  June  3,217 2,873 216 2,657 5 -151 -363 -18 2,131 
  July  3,374 3,021 227 2,795 5 -139 -165 -7 2,489 
  August  3,350 3,012 226 2,786 5 -148 -232 -9 2,401 
  September 3,265 2,918 219 2,699 5 -221 -329 18 2,172 
  October  3,364 2,992 225 2,767 5 -282 -96 -74 2,320 
  November 3,352 2,985 224 2,761 5 -316 -6 -8 2,435 
  December 3,490 3,089 232 2,857 5 -287 597 -5 3,168 
         
     Total  40,614 36,202 2,717 33,485 63 -2,732 -180 -164 30,472 
         
2021         
  January  E3,506 E3,110 233 E2,877 5 -279 707 -17 3,292 
  February  E2,924 E2,586 172 E2,415 5 -152 781 -7 3,042 
  March  E3,482 E3,092 231 E2,861 5 -357 59 47 2,616 
  April  E3,409 E3,036 239 E2,797 5 -356 -174 -33 2,238 
  May  E3,510 E3,130 247 E2,883 5 -373 -416 -6 2,094 
  June  E3,391 E3,036 239 E2,797 4 -331 -248 -6 2,215 
  July  E3,491 E3,151 247 E2,904 5 -338 -170 -13 2,388 
  August  E3,531 E3,173 251 E2,922 5 -343 -159 -14 2,411 
  September E3,413 E3,050 241 E2,808 4 -315 -391 3 2,110 
  October  E3,595 E3,220 257 E2,963 5 -317 -361 -52 2,238 
  November E3,552 E3,161 252 E2,910 6 -315 132 -73 2,660 
  December E3,679 E3,266 259 E3,008 5 -368 323 12 2,980 
         
     Total  E41,483 E37,011 2,867 E34,144 59 -3,845 83 -159 30,283 
         
2022         
  January  E3,591 E3,184 246 E2,938 6 -314 994 -40 3,583 
  February  E3,227 E2,856 223 E2,634 5 -286 658 29 3,040 
  March  RE3,614 RE3,209 267 RE2,942 6 -377 163 R30 2,764 
  April  RE3,518 RE3,134 257 RE2,877 5 -340 R-214 R29 2,358 
  May  E3,659 E3,271 266 E3,005 5 -382 -399 * 2,228 
         
2022 5-Month YTD E17,608 E15,654 1,258 E14,396 27 -1,698 1,202 47 13,974 
2021 5-Month YTD E16,832 E14,955 1,121 E13,833 26 -1,517 957 -17 13,282 
2020 5-Month YTD 17,202 15,314 1,149 14,165 27 -1,188 414 -60 13,356 

    a Monthly natural gas plant liquid (NGPL) production, gaseous equivalent, is derived from sample data reported by gas processing plants on Form EIA-816, Monthly Natural Gas 
Liquids Report, and Form EIA-64A, Annual Report of the Origin of Natural Gas Liquids Production. 
    b Equal to marketed production minus NGPL production. 
    c Supplemental gaseous fuels data are collected only on an annual basis except for the Dakota Gasification Co. coal gasification facility which provides data each month. The ratio of 
annual supplemental fuels (excluding Dakota Gasification Co.) to the sum of dry gas production, net imports, and net withdrawals from storage is calculated. This ratio is applied to the 
monthly sum of these three elements. The Dakota Gasification Co. monthly value is added to the result to produce the monthly supplemental fuels estimate. 
    d  Monthly and annual data for 2017 through 2020 include underground storage and liquefied natural gas storage. Data for January 2021 forward include underground storage 
only. See Appendix A, Explanatory Note 5, for discussion of computation procedures. 
    e Represents quantities lost and imbalances in data due to differences among data sources.  Net imports and balancing item excludes net intransit deliveries. These net intransit 
deliveries were (in billion cubic feet): -24 for 2020; -8 for 2019; -12 for 2018; and 14 for 2017.  See Appendix A, Explanatory Note 7, for full discussion. 
    f Consists of pipeline fuel use, lease and plant fuel use, vehicle fuel, and deliveries to consuming sectors as shown in Table 2. 
   R  Revised data. 
   *  Volume is between -500 MMcf and 500 MMcf. 
   E   Estimated data. 
   RE  Revised estimated data. 
    Notes:  Data for 2017 through 2019 are final.  All other data are preliminary unless otherwise indicated. Geographic coverage is the 50 states and the District of Columbia. Totals 
may not equal sum of components because of independent rounding. 
   Sources:  2017-2020: U.S. Energy Information Administration (EIA), Natural Gas Annual 2020.  January 2021 through current month: Form EIA-914, Monthly Crude Oil and Lease 
Condensate, and Natural Gas Production Report; Form EIA-857, Monthly Report of Natural Gas Purchases and Deliveries to Consumers; Form EIA-191, Monthly Underground Gas 
Storage Report; EIA computations and estimates; and Office of Fossil Energy and Carbon Management, Natural Gas Imports and Exports.  See Table 7 for detailed source notes for 
Marketed Production. See Appendix A, Notes 3 and 4, for discussion of computation and estimation procedures and revision policies. 
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Table 5.  U.S. natural gas exports, 2020-2022 
  (volumes in million cubic feet; prices in dollars per thousand cubic feet) 

 
 
 2022 

5-Month 
YTD 

2021 
5-Month 

YTD 

2020 
5-Month 

YTD 

2022 

May April March February 
 

 

 

Exports        
  Volume (million cubic feet)        
    Pipeline        
      Canada  417,352 399,554 402,638 77,512 79,930 104,177 74,313 
      Mexico  859,873 869,259 762,283 185,349 175,878 169,271 154,484 
    Total Pipeline Exports  1,277,225 1,268,813 1,164,921 262,861 255,808 273,448 228,797 
    LNG        
       Exports        
          By Vessel        
             Antigua and Barbuda  8 0 0 2 3 2 0 
             Argentina  30,044 22,949 8,372 20,111 9,933 0 0 
             Bahamas  185 187 90 42 34 43 31 
             Bangladesh  12,663 23,880 7,046 3,346 0 3,421 5,896 
             Barbados  92 98 122 0 0 34 31 
             Belgium  50,004 5,584 25,028 3,441 7,341 17,743 7,691 
             Brazil  48,968 87,568 25,762 15,303 3,448 2,236 10,660 
             Chile  19,849 65,519 45,200 9,943 3,530 3,214 0 
             China  21,101 159,037 53,374 0 10,217 7,527 3,357 
             Colombia  486 892 1,528 0 0 0 0 
             Croatia  33,617 14,397 0 8,543 6,763 3,358 5,870 
             Dominican Republic  21,786 26,349 7,264 4,964 3,645 6,530 0 
             Egypt  0 0 0 0 0 0 0 
             France  258,296 100,162 76,456 47,807 56,343 64,415 39,646 
             Greece  27,342 14,201 26,832 11,994 1,336 4,116 8,094 
             Haiti  66 47 46 9 11 10 16 
             India  45,888 93,534 47,763 7,152 14,223 10,438 7,210 
             Indonesia  717 0 0 0 0 0 717 
             Israel  0 6,051 3,197 0 0 0 0 
             Italy  64,969 20,558 42,406 21,696 15,519 7,088 13,629 
             Jamaica  568 13,826 9,554 144 135 92 111 
             Japan  86,694 164,090 107,297 24,024 13,231 17,697 10,214 
             Jordan  0 0 3,294 0 0 0 0 
             Kuwait  26,779 7,526 3,297 14,204 7,298 0 5,277 
             Lithuania  37,355 16,206 6,418 11,237 13,770 5,700 3,131 
             Malaysia  0 0 0 0 0 0 0 
             Malta  2,345 2,928 2,648 0 0 0 2,345 
             Mexico  0 13,354 16,968 0 0 0 0 
             Netherlands  130,088 93,600 51,683 28,902 28,395 24,922 31,591 
             Nicaragua  0 0 0 0 0 0 0 
             Pakistan  3,074 10,426 10,224 0 3,074 0 0 
             Panama  9,053 6,136 7,384 1,192 1,536 0 3,069 
             Poland  47,107 21,569 23,324 18,224 R13,882 3,831 7,475 
             Portugal  27,818 21,483 16,964 3,888 6,632 10,728 3,703 
             Singapore  6,725 13,740 10,610 0 0 6,725 0 
             South Korea  99,954 173,950 128,665 17,538 13,813 19,289 27,489 
             Spain  228,557 53,219 120,611 40,337 40,259 59,224 39,359 
             Taiwan  50,003 40,521 30,082 15,975 9,541 12,161 6,115 
             Thailand  11,789 10,841 25,664 3,419 0 0 4,880 
             Turkey  119,325 53,947 84,120 7,281 6,637 16,629 43,697 
             United Arab Emirates  0 0 3,474 0 0 0 0 
             United Kingdom  192,544 97,682 79,514 10,608 R39,775 56,799 25,301 
          By Truck        
             Canada  40 33 2 8 15 0 4 
             Mexico  685 261 373 115 122 144 157 
       Re-Exports        
          By Vessel        
             Argentina  0 0 0 0 0 0 0 
             Brazil  0 0 0 0 0 0 0 
             Japan  0 0 305 0 0 0 0 
             South Korea  0 0 305 0 0 0 0 
             United Kingdom  0 0 0 0 0 0 0 
    Total LNG Exports  1,716,583 1,456,352 1,113,264 351,448 330,463 364,116 316,766 
    CNG        
        Canada  * 154 179 0 0 * 0 
    Total CNG Exports * 154 179 0 0 * 0 
  Total Exports  2,993,808 2,725,319 2,278,364 614,309 586,271 637,564 545,563 

 
  
See footnotes at end of table. 
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Table 5.  U.S. natural gas exports, 2020-2022 
  (volumes in million cubic feet; prices in dollars per thousand cubic feet) – continued  

 
 
 2022 2021 

January Total December November October September August 

 

 

 

Exports        
  Volume (million cubic feet)        
    Pipeline        
      Canada  81,420 937,124 108,568 85,136 62,464 72,023 71,586 
      Mexico  174,892 2,154,457 166,956 165,449 184,472 178,746 193,710 
    Total Pipeline Exports  256,311 3,091,580 275,524 250,585 246,936 250,769 265,296 
    LNG        
       Exports        
          By Vessel        
             Antigua and Barbuda  2 8 3 2 0 3 0 
             Argentina  0 83,449 2,077 0 0 1,950 14,363 
             Bahamas  34 486 36 34 36 43 56 
             Bangladesh  0 37,734 0 0 0 3,276 7,085 
             Barbados  28 297 34 27 25 33 27 
             Belgium  13,786 5,584 0 0 0 0 0 
             Brazil  17,322 307,714 24,246 10,715 40,769 38,282 34,204 
             Chile  3,162 121,881 2,938 2,956 6,364 7,929 16,262 
             China  0 R453,304 17,050 50,228 42,202 48,584 51,662 
             Colombia  486 2,247 0 0 0 436 919 
             Croatia  9,084 36,133 3,117 9,416 0 0 2,980 
             Dominican Republic  6,647 53,095 5,969 2,780 5,619 0 5,901 
             Egypt  0 0 0 0 0 0 0 
             France  50,084 170,780 33,892 10,021 9,333 6,578 7,111 
             Greece  1,802 39,708 5,305 7,629 1,515 799 3,607 
             Haiti  20 137 4 8 17 10 24 
             India  6,866 196,218 3,203 14,807 10,548 23,941 20,592 
             Indonesia  0 3,269 1,218 456 477 1,118 0 
             Israel  0 8,906 0 0 0 2,855 0 
             Italy  7,037 34,210 0 0 0 0 3,401 
             Jamaica  86 25,276 113 715 1,858 2,931 2,907 
             Japan  21,527 354,948 24,297 33,947 37,666 10,290 19,979 
             Jordan  0 0 0 0 0 0 0 
             Kuwait  0 34,476 0 0 6,193 10,333 3,298 
             Lithuania  3,518 30,919 0 0 0 3,282 1,677 
             Malaysia  0 0 0 0 0 0 0 
             Malta  0 5,427 0 0 0 2,498 0 
             Mexico  0 15,200 0 0 1,088 0 0 
             Netherlands  16,279 174,339 23,354 8,829 17,157 10,424 7,347 
             Nicaragua  0 1 0 0 0 0 0 
             Pakistan  0 45,818 0 2,490 3,138 9,642 3,319 
             Panama  3,255 8,436 0 0 911 0 1,390 
             Poland  3,695 56,320 7,159 7,068 3,270 0 0 
             Portugal  2,868 65,865 9,630 5,380 10,459 3,696 6,382 
             Singapore  0 R20,918 0 3,728 0 0 0 
             South Korea  21,824 453,483 38,201 30,787 33,836 31,375 50,101 
             Spain  49,379 215,062 32,579 22,821 35,638 31,274 23,068 
             Taiwan  6,211 99,350 12,034 3,404 7,123 5,789 6,728 
             Thailand  3,490 14,548 0 0 0 0 3,707 
             Turkey  45,081 188,849 38,420 47,330 19,385 24,176 0 
             United Arab Emirates  0 0 0 0 0 0 0 
             United Kingdom  60,060 195,046 60,315 30,648 3,302 3,099 0 
          By Truck        
             Canada  13 128 20 8 8 19 18 
             Mexico  148 1,250 148 160 182 150 147 
       Re-Exports        
          By Vessel        
             Argentina  0 0 0 0 0 0 0 
             Brazil  0 0 0 0 0 0 0 
             Japan  0 0 0 0 0 0 0 
             South Korea  0 0 0 0 0 0 0 
             United Kingdom  0 0 0 0 0 0 0 
    Total LNG Exports  353,791 3,560,818 345,363 306,397 298,119 284,813 298,262 
    CNG        
        Canada  0 211 0 0 0 0 14 
    Total CNG Exports 0 211 0 0 0 0 14 
  Total Exports  610,102 6,652,609 620,886 556,982 545,055 535,583 563,572 

 
  
See footnotes at end of table. 
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Table 5.  U.S. natural gas exports, 2020-2022 
  (volumes in million cubic feet; prices in dollars per thousand cubic feet) – continued  

 
 
 2021 

July June May April March February January 

 

 

 

Exports        
  Volume (million cubic feet)        
    Pipeline        
      Canada  68,264 69,528 70,561 74,567 91,301 78,198 84,927 
      Mexico  197,623 198,242 192,549 182,918 183,051 137,381 173,360 
    Total Pipeline Exports  265,887 267,770 263,110 257,485 274,352 215,579 258,287 
    LNG        
       Exports        
          By Vessel        
             Antigua and Barbuda  0 0 0 0 0 0 0 
             Argentina  22,798 19,312 16,226 4,485 2,238 0 0 
             Bahamas  46 48 45 46 39 29 28 
             Bangladesh  0 3,493 6,948 10,219 3,566 0 3,148 
             Barbados  31 22 19 30 14 19 17 
             Belgium  0 0 2,100 0 3,484 0 0 
             Brazil  39,637 32,293 19,726 11,615 21,977 13,118 21,132 
             Chile  19,913 0 17,598 10,293 21,320 6,524 9,784 
             China  42,222 42,319 37,731 R50,474 28,476 3,415 38,940 
             Colombia  0 0 0 892 0 0 0 
             Croatia  3,299 2,923 3,364 3,666 7,367 0 0 
             Dominican Republic  1,806 4,670 5,283 2,905 5,577 5,689 6,895 
             Egypt  0 0 0 0 0 0 0 
             France  0 3,683 11,926 36,120 33,678 14,851 3,587 
             Greece  6,651 0 6,796 0 6,805 0 600 
             Haiti  8 18 12 3 10 11 12 
             India  13,090 16,503 28,259 13,752 17,381 13,776 20,367 
             Indonesia  0 0 0 0 0 0 0 
             Israel  0 0 0 3,225 2,826 0 0 
             Italy  6,826 3,425 2,923 6,896 10,739 0 0 
             Jamaica  0 2,927 2,925 2,370 2,458 2,365 3,708 
             Japan  24,895 39,783 25,058 28,756 27,673 18,271 64,331 
             Jordan  0 0 0 0 0 0 0 
             Kuwait  0 7,126 0 3,705 3,821 0 0 
             Lithuania  6,469 3,285 3,049 3,078 3,228 6,851 0 
             Malaysia  0 0 0 0 0 0 0 
             Malta  0 0 0 2,928 0 0 0 
             Mexico  758 0 0 0 0 13,354 0 
             Netherlands  10,597 3,030 26,611 17,060 24,204 22,777 2,949 
             Nicaragua  1 0 0 0 0 0 0 
             Pakistan  13,428 3,376 0 3,323 3,421 0 3,682 
             Panama  0 0 2,341 0 3,279 0 516 
             Poland  6,619 10,635 3,581 7,382 3,507 7,099 0 
             Portugal  3,296 5,538 10,765 7,358 0 3,360 0 
             Singapore  3,449 0 3,089 R3,660 3,303 0 3,688 
             South Korea  39,314 55,918 46,033 21,683 32,203 18,094 55,936 
             Spain  8,630 7,833 5,234 22,974 13,900 3,733 7,377 
             Taiwan  20,653 3,097 10,157 6,594 13,450 0 10,319 
             Thailand  0 0 3,453 7,388 0 0 0 
             Turkey  5,591 0 3,017 0 3,619 20,652 26,659 
             United Arab Emirates  0 0 0 0 0 0 0 
             United Kingdom  0 0 10,586 13,877 17,440 34,343 21,436 
          By Truck        
             Canada  16 7 18 15 0 0 0 
             Mexico  97 105 48 48 19 63 83 
       Re-Exports        
          By Vessel        
             Argentina  0 0 0 0 0 0 0 
             Brazil  0 0 0 0 0 0 0 
             Japan  0 0 0 0 0 0 0 
             South Korea  0 0 0 0 0 0 0 
             United Kingdom  0 0 0 0 0 0 0 
    Total LNG Exports  300,143 271,368 314,922 306,818 321,023 208,394 305,196 
    CNG        
        Canada  16 27 25 29 36 32 32 
    Total CNG Exports 16 27 25 29 36 32 32 
  Total Exports  566,046 539,165 578,056 564,333 595,411 424,004 563,515 

 
  
See footnotes at end of table. 
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Table 5.  U.S. natural gas exports, 2020-2022 
  (volumes in million cubic feet; prices in dollars per thousand cubic feet) – continued  

2020 

Total December November October September August July 

Exports 
  Volume (million cubic feet) 
    Pipeline 
      Canada  902,449 84,307 81,358 72,833 62,211 60,810 71,778
      Mexico  1,990,809 164,577 166,135 185,799 182,068 185,867 181,152 
    Total Pipeline Exports 2,893,258 248,884 247,493 258,632 244,279 246,677 252,930 
    LNG 
       Exports 
          By Vessel 

   Antigua and Barbuda 0 0 0 0 0 0 0
   Argentina 15,068 0 0 0 0 2,249 2,218
   Bahamas 257 36 31 25 20 21 15
   Bangladesh  10,660 0 0 0 0 0 3,614
   Barbados 241 25 15 17 14 14 15
   Belgium 31,946 0 3,633 3,285 0 0 0
   Brazil 111,826 29,927 30,191 22,427 0 3,520 0
   Chile 80,615 9,793 3,252 6,836 3,277 7,428 1,515
   China 214,401 45,525 45,083 35,115 11,245 13,699 10,358
   Colombia 4,626 0 0 0 2,548 550 0
   Croatia 3,275 3,275 0 0 0 0 0
   Dominican Republic 26,050 5,000 5,106 5,909 0 2,772 0
   Egypt 0 0 0 0 0 0 0
   France 90,237 3,752 3,390 6,639 0 0 0
   Greece 48,403 3,382 3,543 0 7,027 0 6,544
   Haiti 118 17 11 9 8 11 8
   India 124,402 10,241 10,299 17,762 10,514 10,319 7,404
   Indonesia 0 0 0 0 0 0 0
   Israel 15,834 0 0 0 3,041 3,001 3,317
   Italy 68,453 0 3,083 0 0 6,734 3,232
   Jamaica 17,052 2,374 0 2,514 2,610 0 0
   Japan 287,672 54,004 32,967 31,554 6,855 22,541 10,618
   Jordan 6,872 0 0 0 3,578 0 0
   Kuwait 17,293 0 0 3,603 3,508 6,886 0
   Lithuania 28,879 6,291 3,621 6,191 3,308 0 0
   Malaysia 0 0 0 0 0 0 0
   Malta 2,648 0 0 0 0 0 0
   Mexico 34,408 0 3,056 7,398 3,285 3,701 0
   Netherlands  85,573 3,316 6,684 3,603 6,671 0 6,746
   Nicaragua 0 0 0 0 0 0 0
   Pakistan 36,934 0 3,436 10,009 9,853 3,412 0
   Panama 12,764 271 1,448 433 3,228 0 0
   Poland 36,900 7,033 0 3,157 0 0 0
   Portugal 36,922 3,711 5,830 3,564 6,853 0 0
   Singapore 28,341 0 7,658 3,416 0 2,967 3,690
   South Korea  316,227 39,617 49,103 14,239 32,126 13,814 10,492
   Spain 199,966 13,583 9,907 14,118 15,206 3,222 13,679
   Taiwan 64,363 12,470 6,216 3,636 9,007 0 0
   Thailand 32,622 0 3,705 0 0 0 3,254
   Turkey 123,957 20,188 12,817 0 3,611 0 3,222
   United Arab Emirates 10,110 0 0 0 0 3,359 3,277
   United Kingdom 160,199 30,378 26,544 17,191 3,664 0 2,908

          By Truck 
             Canada 10 8 0 0 0 0 0
             Mexico 822 46 52 68 73 78 72
       Re-Exports 
          By Vessel 

   Argentina 2,164 0 0 0 0 2,164 0
   Brazil 82 0 0 82 0 0 0
   Japan 387 0 0 82 0 0 0
   South Korea  387 0 0 82 0 0 0
   United Kingdom 0 0 0 0 0 0 0

    Total LNG Exports 2,389,963 304,263 280,682 222,963 151,128 112,462 96,200 
    CNG 
        Canada 386 29 35 26 17 20 37
    Total CNG Exports 386 29 35 26 17 20 37 
  Total Exports 5,283,607 553,176 528,210 481,621 395,424 359,159 349,167 

See footnotes at end of table. 

Table 5 



July 2022 

U.S. Energy Information Administration   |   Natural Gas Monthly 18 
Created on:  
7/21/2022 2:35:56 PM 

Table 5.  U.S. natural gas exports, 2020-2022 
  (volumes in million cubic feet; prices in dollars per thousand cubic feet) – continued  

2020 

June May April March February January

Exports 
  Volume (million cubic feet) 
    Pipeline 
      Canada  66,516 67,752 71,722 86,579 77,354 99,231
      Mexico  162,927 145,242 138,544 166,550 151,071 160,875 
    Total Pipeline Exports 229,442 212,994 210,266 253,130 228,425 260,106 
    LNG 
       Exports 
          By Vessel 

   Antigua and Barbuda 0 0 0 0 0 0
   Argentina 2,229 8,372 0 0 0 0
   Bahamas 18 20 23 20 13 15
   Bangladesh  0 3,406 0 0 0 3,640
   Barbados 20 20 15 28 26 33
   Belgium 0 1,348 3,324 3,724 9,872 6,761
   Brazil 0 0 0 6,891 10,433 8,438
   Chile 3,313 11,068 14,098 3,216 10,731 6,087
   China 0 14,535 21,140 17,699 0 0
   Colombia 0 0 0 0 1,003 525
   Croatia 0 0 0 0 0 0
   Dominican Republic 0 2,554 1,838 2,872 0 0
   Egypt 0 0 0 0 0 0
   France 0 9,546 16,336 23,491 20,520 6,563
   Greece 1,076 3,430 3,233 8,892 0 11,276
   Haiti 7 10 8 9 11 7
   India 10,100 10,534 16,674 17,245 0 3,309
   Indonesia 0 0 0 0 0 0
   Israel 3,277 0 0 3,197 0 0
   Italy 12,998 6,452 3,135 9,895 16,616 6,308
   Jamaica 0 0 5,770 1 2,914 869
   Japan 21,836 13,729 18,387 21,845 21,360 31,975
   Jordan 0 3,294 0 0 0 0
   Kuwait 0 0 3,297 0 0 0
   Lithuania 3,049 3,473 2,945 0 0 0
   Malaysia 0 0 0 0 0 0
   Malta 0 0 0 0 48 2,600
   Mexico 0 0 0 7,037 3,167 6,764
   Netherlands  6,870 6,826 10,305 13,772 14,099 6,681
   Nicaragua 0 0 0 0 0 0
   Pakistan 0 0 3,334 0 3,567 3,323
   Panama 0 3,070 0 906 3,408 0
   Poland 3,385 6,258 3,523 3,583 6,677 3,282
   Portugal 0 0 10,777 0 6,187 0
   Singapore 0 0 0 10,610 0 0
   South Korea  28,171 20,921 24,258 28,095 11,071 44,320
   Spain 9,640 29,360 22,943 23,657 20,240 24,412
   Taiwan 2,953 6,662 0 6,987 7,115 9,317
   Thailand 0 7,397 11,049 3,783 3,435 0
   Turkey 0 6,661 14,030 6,489 24,303 32,637
   United Arab Emirates 0 3,474 0 0 0 0
   United Kingdom 0 0 0 20,202 28,884 30,428

          By Truck 
             Canada 0 0 0 0 0 2
             Mexico 61 18 23 123 87 122
       Re-Exports 
          By Vessel 

   Argentina 0 0 0 0 0 0
   Brazil 0 0 0 0 0 0
   Japan 0 0 0 0 0 305
   South Korea  0 0 0 0 0 305
   United Kingdom 0 0 0 0 0 0

    Total LNG Exports 109,002 182,438 210,466 244,269 225,786 250,305 
    CNG 
        Canada 43 39 35 38 34 33
    Total CNG Exports 43 39 35 38 34 33 
  Total Exports 338,486 395,472 420,767 497,437 454,245 510,444 
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 Table 7.  Marketed production of natural gas in selected states and the Federal Gulf of Mexico, 2017-2022 
                (million cubic feet) 

 
 

Year and Month Alaska Arkansas California Colorado Kansas Louisiana Montana 
New 

Mexico 
North 

Dakota Ohio 

2017 Total  344,385 694,676 212,458 1,706,364 219,639 2,139,830 46,311 1,299,732 593,998 1,791,359 
2018 Total  341,315 589,985 202,617 1,847,402 201,391 2,832,404 43,530 1,493,082 706,552 2,403,382 
2019 Total  329,361 524,757 196,823 1,986,916 183,087 3,212,318 43,534 1,769,086 850,826 2,651,631 
           
2020           
  January  30,018 42,187 15,908 178,066 14,623 274,755 3,527 162,016 78,798 203,701 
  February  28,537 39,093 14,649 166,620 13,636 255,885 3,340 155,323 77,940 190,559 
  March  29,219 43,677 15,376 175,202 14,486 276,544 3,527 169,244 83,892 203,701 
  April  27,513 39,748 14,906 168,438 13,595 264,869 3,148 156,722 72,059 193,050 
  May  27,076 40,463 15,172 163,768 14,012 281,636 2,692 147,782 52,874 199,485 
  June  25,545 38,742 14,837 159,601 13,321 264,072 2,667 153,276 52,626 193,050 
  July  26,779 39,855 15,061 167,105 13,674 264,875 3,322 165,335 64,860 201,686 
  August  26,846 40,295 13,344 165,091 13,504 260,226 3,248 168,311 74,940 201,686 
  September 26,978 38,734 12,857 162,531 13,030 255,690 3,009 165,008 78,195 195,180 
  October  29,080 40,172 13,059 164,462 13,461 263,120 3,204 171,376 82,649 201,097 
  November 29,575 38,565 12,934 159,409 12,917 267,312 3,143 167,213 80,112 194,610 
  December 31,161 39,452 12,475 160,168 13,097 277,178 3,135 166,561 83,498 201,097 
           
     Total  338,329 480,982 170,579 1,990,462 163,356 3,206,163 37,963 1,948,168 882,443 2,378,902 
           
2021           
  January  31,632 E39,964 E12,033 E159,820 E12,578 E271,751 E3,214 E179,574 E77,021 E206,660 
  February  28,365 E30,061 E10,749 E143,416 E9,965 E221,051 E2,790 E151,970 E65,685 E170,668 
  March  31,481 E39,947 E12,028 E156,534 E12,340 E281,406 E3,144 E187,274 E77,032 E189,405 
  April  29,514 E37,926 E11,685 E156,009 E12,316 E276,931 E3,096 E184,890 E76,209 E183,444 
  May  29,005 E38,775 E12,215 E162,200 E12,648 E284,347 E3,226 E196,174 E80,479 E187,668 
  June  27,715 E37,125 E11,787 E154,405 E12,276 E272,759 E2,932 E190,003 E78,111 E183,602 
  July  26,280 E38,273 E12,014 E160,065 E12,780 E284,504 E3,151 E201,572 E79,150 E189,223 
  August  27,864 E38,000 E11,930 E158,380 E12,793 E288,489 E3,168 E206,178 E81,659 E188,396 
  September 28,534 E36,706 E11,499 E153,067 E12,371 E285,313 E3,127 E203,500 E80,634 E180,630 
  October  30,458 E37,791 E11,565 E160,130 E12,775 E302,250 E3,249 E212,065 E83,166 E192,556 
  November 30,735 E36,440 E11,177 E155,466 E12,488 E301,451 E3,110 E209,466 E82,402 E194,200 
  December 33,039 E38,361 E11,321 E156,842 E12,638 E313,724 E3,039 E205,204 E83,905 E200,184 
           
     Total  354,623 E449,371 E140,003 E1,876,335 E147,967 E3,383,977 E37,247 E2,327,871 E945,452 E2,266,636 
           
2022           
  January  32,865 E37,302 E11,308 E151,645 E12,255 E311,659 E3,033 E196,234 E78,716 E196,005 
  February  30,014 E33,465 E9,438 E138,213 E10,930 E284,061 E2,749 E182,836 E71,712 E172,829 
  March  R32,473 RE37,518 RE11,512 RE155,071 RE12,194 RE313,101 RE3,154 RE218,420 RE83,043 RE187,872 
  April  30,910 RE36,187 RE11,334 RE150,673 RE12,016 RE312,563 RE2,972 RE214,584 RE65,760 RE179,444 
  May  31,677 E36,927 E11,615 E154,000 E12,487 E339,071 E3,057 E218,840 E77,406 E189,140 
           
2022 5-Month YTD 157,938 E181,399 E55,207 E749,602 E59,883 E1,560,455 E14,965 E1,030,914 E376,638 E925,290 
2021 5-Month YTD 149,997 E186,674 E58,710 E777,980 E59,846 E1,335,486 E15,471 E899,882 E376,426 E937,845 
2020 5-Month YTD 142,364 205,167 76,012 852,093 70,352 1,353,690 16,234 791,087 365,563 990,496 

See footnotes at end of table. 
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 Table 7.  Marketed production of natural gas in selected states and the Federal Gulf of Mexico, 2017-2022 
                  (million cubic feet) – continued  

 
 

Year and Month Oklahoma Pennsylvania Texas Utah 
West 

Virginia Wyoming 
Other 

States 
Federal Gulf 

of Mexico 
U.S. 

Total 

2017 Total  2,513,897 5,453,638 7,223,841 315,211 1,514,278 1,590,059 517,698 1,060,452 29,237,825 
2018 Total  2,875,787 6,264,832 8,041,010 295,826 1,771,698 1,637,517 485,675 974,863 33,008,867 
2019 Total  3,036,052 6,896,792 9,378,489 271,808 2,155,214 1,488,854 456,024 1,015,343 36,446,918 
          
2020          
  January  263,734 603,836 843,432 21,944 209,896 124,274 37,391 86,071 3,194,177 
  February  243,139 569,721 783,094 20,373 198,090 108,722 34,782 81,114 2,984,616 
  March  257,387 607,689 841,347 21,765 210,559 117,977 36,689 87,955 3,196,236 
  April  235,642 586,955 783,283 20,379 204,826 111,744 34,389 80,574 3,011,842 
  May  217,154 592,126 734,176 20,326 212,646 107,288 33,986 64,374 2,927,037 
  June  222,324 560,390 741,401 19,244 212,831 103,890 32,957 62,227 2,873,001 
  July  226,843 604,716 775,851 20,312 220,032 108,679 34,568 67,778 3,021,331 
  August  226,344 607,221 782,436 19,814 223,208 107,320 33,757 43,988 3,011,580 
  September 222,010 567,029 755,253 19,283 218,893 104,520 30,468 48,900 2,917,569 
  October  219,403 595,653 773,720 20,042 226,064 104,787 31,775 38,702 2,991,827 
  November 224,327 605,244 751,562 19,200 223,428 103,236 31,246 60,496 2,984,528 
  December 228,057 647,714 770,555 19,307 231,845 103,933 32,383 67,085 3,088,701 
          
     Total  2,786,366 7,148,295 9,336,110 241,989 2,592,319 1,306,368 404,391 789,262 36,202,446 
          
2021          
  January  E221,544 E657,704 E774,497 E19,235 E234,432 E106,649 E33,651 E68,393 E3,110,352 
  February  E163,094 E585,221 E588,035 E17,815 E208,571 E96,543 E30,083 E62,325 E2,586,408 
  March  E220,130 E647,681 E771,346 E20,356 E227,218 E107,236 E34,338 E72,867 E3,091,762 
  April  E214,334 E618,509 E775,796 E19,861 E229,075 E103,470 E33,044 E69,696 E3,035,804 
  May  E223,372 E640,431 E798,311 E20,312 E234,118 E105,441 E33,844 E67,642 E3,130,208 
  June  E213,314 E621,905 E781,294 E19,587 E227,987 E100,983 E32,490 E67,779 E3,036,055 
  July  E221,002 E642,894 E821,587 E20,363 E229,376 E104,558 E33,626 E70,488 E3,150,909 
  August  E222,329 E655,525 E820,135 E20,335 E241,373 E102,121 E33,126 E61,046 E3,172,847 
  September E216,455 E633,963 E798,167 E19,841 E216,452 E102,262 E31,895 E35,503 E3,049,920 
  October  E223,093 E657,651 E833,481 E20,509 E240,446 E104,250 E33,056 E61,121 E3,219,612 
  November E214,361 E651,361 E809,934 E20,061 E229,812 E101,430 E32,083 E65,329 E3,161,306 
  December E218,805 E679,814 E844,079 E20,609 E241,569 E102,768 E32,693 E67,680 E3,266,272 
          
     Total  E2,571,834 E7,692,658 E9,416,660 E238,884 E2,760,429 E1,237,709 E393,929 E769,870 E37,011,455 
          
2022          
  January  E213,419 E660,345 E826,679 E20,836 E234,795 E100,356 E31,509 E65,117 E3,184,080 
  February  E192,596 E581,432 E742,604 E19,009 E209,707 E90,241 E29,038 E55,597 E2,856,472 
  March  RE219,732 RE635,076 RE844,843 RE21,363 RE239,344 RE99,329 E31,736 RE63,221 RE3,209,001 
  April  RE222,907 RE616,177 RE829,303 RE21,141 RE235,941 RE96,401 RE29,910 RE65,328 RE3,133,551 
  May  E236,098 E640,186 E859,467 E22,626 E246,945 E97,929 E31,148 E62,057 E3,270,675 
          
2022 5-Month YTD E1,084,752 E3,133,216 E4,102,896 E104,975 E1,166,732 E484,256 E153,341 E311,319 E15,653,778 
2021 5-Month YTD E1,042,476 E3,149,545 E3,707,984 E97,579 E1,133,414 E519,338 E164,959 E340,923 E14,954,535 
2020 5-Month YTD 1,217,056 2,960,328 3,985,332 104,787 1,036,017 570,004 177,237 400,087 15,313,908 

   R  Revised data. 
   E   Estimated data. 
   RE  Revised estimated data. 
    Notes:  For 2021 forward, state monthly marketed production is estimated from gross withdrawals using historical relationships between the two. Data for Arkansas, California, 
Colorado, Kansas, Louisiana, Montana, New Mexico, North Dakota, Ohio, Oklahoma, Pennsylvania, Texas, Utah, West Virginia, Wyoming, and Federal Offshore Gulf of Mexico are 
individually collected on the EIA-914 report. The “Other States” category comprises states/areas not individually collected on the EIA-914 report (Alabama, Arizona, Federal 
Offshore Pacific, Florida, Idaho, Illinois, Indiana, Kentucky, Maryland, Michigan, Mississippi, Missouri, Nebraska, Nevada, New York, Oregon, South Dakota, Tennessee, and 
Virginia). Before 2021, Federal Offshore Pacific is included in California. All data for Alaska are obtained directly from the state. Monthly preliminary state-level data for all states 
not collected individually on the EIA-914 report are available after the final annual reports for these series are collected and processed. Final annual data are generally available in 
the third quarter of the following year.  The sum of individual states may not equal total U.S. volumes due to independent rounding. 
    Sources:  2017-2020: U.S. Energy Information Administration (EIA), Natural Gas Annual 2020, Bureau of Safety and Environmental Enforcement (BSEE), IHS Markit, and Enverus. 
January 2021 through current month: Form EIA-914, Monthly Crude Oil and Lease Condensate, and Natural Gas Production Report; and EIA computations. 
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Investor Relations section under Events and Presentations. Following their remarks, we'll
take a few questions from the investment community in order to provide everyone with
an equal opportunity to participate, we ask that you limit yourself to two questions. If you
are a member of the media, please contact Jamie Harding after this call. I'd like to remind
you that our remarks today will include forward-looking statements that are subject to
important risks and uncertainties. For more information on these risks and uncertainties,
please see the reports filed by TC Energy with the Canadian Securities Regulators. And
with the US Securities Exchange Commission. Finally, during this presentation, we may
refer to, excuse me, certain measures such as comparable earnings comparable earnings
per common share comparable EBITDA and comparable funds generated from
operations these and certain other comparable measures are considered to be non-
GAAP measures. As a result, they may not be comparable to similar measures presented
by other entities. These measures are used to provide additional information on TC
Energy's operating performance liquidity and its ability to generate funds to finance its
operations. With that, I'll turn the call over to Francois.

{BIO 15226714 <GO>}

Thank you, Kevin, and good morning everyone, and thanks for joining us today. Despite
market volatility and ongoing global events, TC Energy's value proposition remains
constant. And we made important progress during this quarter, we continued to deliver
strong operating and financial results from our high-quality long-life assets and this
reflects the strength of our utility-like business model our focus on safety and operational
excellence, the value of our long-term relationships, and partnerships and of course North
America's increasing demand for our essential services, in addition, we're pleased to
announce that Coastal GasLink LP has achieved a significant milestone with the execution
of revised agreements with LNG Canada that settles all outstanding disputes and allows
us to continue the safe and timely completion of the project. Now given coastal GasLink
will be on everyone's mind. I'll start by discussing the importance of the revised
agreements. Before moving to a few operational highlights from the quarter and Joel will
then provide more detail about our revised funding plan and why we remain confident in
our ability to deliver our 5%, 21 to 26 EBITDA compound annual growth, Our 3 5%
dividend growth rate as well as achieve our debt to EBITDA target of 4.75 so I'll start by
saying that, a lot has changed over the past 10-year life of the CGL project we've seen
additional regulatory and stakeholder requirements scope increases impacts from COVID
inflation weather and other extraordinary events but what hasn't changed is our
commitment to delivering a competitive LNG solution for the Western Canadian
Sedimentary Basin the basin is globally competitive with fundamentals aligning with our
strategy and the long-term value of our CGL and the NGTL system assets our revised
agreements with LNG Canada establish a better framework for project advancement and
one that further strengthens our long-term partnership our agreements mitigate project
funding and execution risk provide a revised and expedited dispute resolution process
and it will allow us to work with LNG Canada on CGL Phase II if and win the project is
sanctioned. More specifically we've reduced our capital recovery risk on the project by
resolving uncertainty over specific and anticipated costs that now incorporates a new
estimate of $11.2 billion this settlement will enable an increase in our project level credit
facility to $8.4 billion dollars and together with our equity contribution we can step down
on our balance sheet subordinated loan over time. Now I want to reaffirm that we
continue to see the Coastal GasLink project as economically viable and we anticipate
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in addition, we're pleased to
announce that Coastal GasLink LP has achieved a significant milestone with the execution
of revised agreements with LNG Canada that settles all outstanding disputes and allows
us to continue the safe and timely completion of the projectc . Now given coastal GasLink
will be on everyone's mind. I'll startrr by discussing the importrr ance of the revised
agreements.

we've seen
additional regulatory and stakeholder requirements scope increases impactc s from COVID
inflation weather and other extraordinary events but what hasn't changed is our
commitment to delivering a competitive LNG solution for the WeWW stern Canadian
Sedimentary Basin the basin is globally competitive with fundamentals aligning with our
strategy and the long-term value of our CGL and the NGTL system assets our revised
agreements with LNG Canada establish a better framework for projectcc advancement and
one that furtrr her strengthens our long-term partrr nership our agreements mitigate projectc
funding and execution risk provide a revised and expedited dispute resolution process
and it will allow us to work with LNG Canada on CGL Phase II if and win the projectc is
sanctcc ioned. More specifically we've reduced our capital recovery risk on the projectc by
resolving uncertrr ainty over specific and anticipated costs that now incorporates a new
estimate of $11.2 billion this settlement will enable an increase in our projectc level credit
facility to $8.4 billion dollars and together with our equity contribution we can step down
on our balance sheet subordinated loan over time. Now I want to reaffirm that we
continue to see the Coastal GasLink projectcc as economically viable and we anticipate
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mechanical in service by the end of 2023 followed by commissioning and commercial in
service. Finally, these agreements, create a solid foundation and a clear path forward for
the potential development of Coastal GasLink Phase II that if and when sanctioned could
enhance TC Energy's project returns this is the success of this project is not only
important for TC Energy and for LNG Canada, this is a nation-building project that
contributes to global climate change goals and creates tangible social and economic
benefits for numerous stakeholders CGL will be the first direct path for Canadian Natural
Gas to reach global LNG markets providing additional egress for some of them
Competitive and responsibly produce natural gas in the world. Importantly, our resolution
allows us to continue the safe and timely execution of the project, which is now
approximately 70% complete more than $1.4 billion has been awarded and contracting
and employment opportunities to indigenous and local communities and up to 6,000
people we'll be employed at peak construction in the summer moving forward, this
project also reflects the commitment we made to partner with indigenous communities
and one of Canada's largest resource projects this is one of the ways we continue to
advance reconciliation we have agreements with all 20 of the First Nations along the
project route and have signed historic option agreements to sell at 10% equity interest to
two indigenous groups representing 16 of those nations and together with LNG Canada
the project could reduce global greenhouse gas emissions by $60 to 90 million tons per
year by displacing coal-fired power now on the slide you can see a section of pipe being
transported to the mountain this specialized 1.4 kilometer long cable crane and transport
16 tons of materials and was engineered specifically for this project. This is innovation in
action. This is the first of its kind for Canada, considering the slope classification. And I'm
proud of the work. Our team has accomplished. The execution of the CGL project clearly
aligns with rising North American and global demand for affordable reliable and low cost
energy now depending on which forecast, you look at Global LNG demand is anticipated
to grow from 50 BC a day to approximately 75 Bc a day by the end of this decade with
North America playing an increasing role this growth is largely underpinned by heightened
energy security concerns and the reorg reorientation of the energy mix in Europe. Along
with strong demand from growing economies in Asia combined, European and Asian LNG
demand is forecasted to increase over 40% or 20 Bc a day by 2030. This next wave of
LNG demand is creating significant opportunities that align with our strategy TC Energy's
unparalleled asset footprint will play a critical role in securing global energy supply our
updated forecast shows North American LNG exports growing by over 90% From 13 Bc a
day to 25 BCF a day by 2030 With a number of world-class LNG export facilities on the
Gulf Coast, the US is now the world's largest exporter of LNG this represents over a
quarter of the global market and is expected to increase over the coming years. Now we
are safely and reliably connecting about 25% of the volumes destined for US LNG exports
and are well positioned to compete for and win our fair share of this growing market. We
continue to advance our portfolio of LNG projects at a steady cadence grand Chenier
XPress went into service in January Louisiana XPress is already delivering parcel volumes
and will be fully in service by the end of this year. Construction is underway on Alberta
XPress with targeted in-service by the end of 2002 additionally North Baja XPress is slated
to come online in the spring of 2023 and we expect customer FID on the East Lateral
XPress to follow later this summer with an in-service date in late 2024 combined, these
projects represent 3.3 Bcf per day of new capacity and the capital investment for TC
Energy of over $1 billion Canada is also ideally situated to support future LNG growth as
discussed CGL will connect one of the most prolific and low-cost sources of natural gas
supply in North America. When complete CGL Phase1 will facilitate over 2 Bcf a day of LNG
exports off the West Coast with the potential to expand to approximately 5 Bcf a day if
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mechanical in service by the end of 2023 followed by commissioning and commercial in
service. Finally,yy these agreements, create a solid foundation and a clear path forward for
the potential development of Coastal GasLink Phase II that if and when sanctcc ioned could
enhance TC Energy's projectc returns this is the success of this projectcc is not only
importrr ant for TC Energy and for LNG Canada, this is a nation-building projectcc that
contributes to global climate change goals and creates tangible social and economic
benefits for numerous stakeholders CGL will be the first directcc path for Canadian Natural
Gas to reach global LNG markets providing additional egress for some of them
Competitive and responsibly produce natural gas in the world. Importrr antly,yy our resolution
allows us to continue the safe and timely execution of the projectc , which is now
approximately 70% complete more than $1.4 billion has been awarded and contractcc ing
and employment opportrr unities to indigenous and local communities and up to 6,000
people we'll be employed at peak constructcc ion in the summer moving forward, this
projectcc also reflectcc s the commitment we made to partrr ner with indigenous communities
and one of Canada's largest resource projectcc s this is one of the ways we continue to
advance reconciliation we have agreements with all 20 of the First Nations along the
projectcc route and have signed historic option agreements to sell at 10% equity interest to
two indigenous groups representing 16 of those nations and together with LNG Canada
the projectcc could reduce global greenhouse gas emissions by $60 to 90 million tons per
year by displacing coal-fired power now on the slide you can see a sectc ion of pipe being
transportrr ed to the mountain this specialized 1.4 kilometer long cable crane and transportrr
16 tons of materials and was engineered specifically for this projectcc . This is innovation in
actcc ion. This is the first of its kind for Canada, considering the slope classification. And I'm
proud of the work. Our team has accomplished. The execution of the CGL projectcc clearly
aligns with rising Nortrr h American and global demand for affordable reliable and low cost
energy now depending on which forecast, you look at Global LNG demand is anticipated
to grow from 50 BC a day to approximately 75 Bc a day by the end of this decade with
Nortrr h America playing an increasing role this growth is largely underpinned by heightened
energy security concerns and the reorg reorientation of the energy mix in Europe. Along
with strong demand from growing economies in Asia combined, European and Asian LNG
demand is forecasted to increase over 40% or 20 Bc a day by 2030. This next wave of
LNG demand is creating significant opportrr unities that align with our strategy TC Energy's
unparalleled asset footprint will play a critical role in securing global energy supply our
updated forecast shows Nortrr h American LNG exportrr s growing by over 90% From 13 Bc a
day to 25 BCF a day by 2030 With a number of world-class LNG exportrr facilities on the
Gulf Coast, the US is now the world's largest exportrr er of LNG this represents over a
quartrr er of the global market and is expectcc ed to increase over the coming years. Now we
are safely and reliably connectcc ing about 25% of the volumes destined for US LNG exportrr s
and are well positioned to compete for and win our fair share of this growing market. WeWW
continue to advance our portrr folio of LNG projectc s at a steady cadence grand Chenier
XPress went into service in January Louisiana XPress is already delivering parcel volumes
and will be fully in service by the end of this year.rr Constructc ion is underway on Albertrr a
XPress with targeted in-service by the end of 2002 additionally Nortrr h Baja XPress is slated
to come online in the spring of 2023 and we expectcc customer FID on the East Lateral
XPress to follow later this summer with an in-service date in late 2024 combined, these
projectcc s represent 3.3 Bcf per day of new capacity and the capital investment for TC
Energy of over $1 billion Canada is also ideally situated to supportrr future LNG growth as
discussed CGL will connectc one of the most prolific and low-cost sources of natural gas
supply in Nortrr h America. When complete CGL Phase1 will facilitate over 2 Bcf a day of LNG
exportrr s off the WeWW st Coast with the potential to expand to approximately 5 Bcf a day if
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and when Phase2 is sanctioned so with 94000 kilometers of existing natural gas pipelines
throughout the continent TC Energy unparalleled asset footprint is core to North
America's LNG success today. And in the future. And we continue to see tremendous
opportunities now I want to shout out to our operating teams across our entire platform,
they had, they did a phenomenal job operating our system in the second quarter
utilization remains high across our diversified portfolio of high-quality long-life energy
infrastructure assets underpinned by increasing demand for energy flows on our 13 US
Natural Gas Pipelines average 25.4 Bcf a day, up over 3% compared to the second
quarter of 2021. Our NGTL System had total system deliveries averaging 12.8 Bcf a day.
This is up 9% compared to the same period last year. Continuing to demonstrate our
ability to deliver Reliable market access. At Bruce Power execution continues to be
exceptional planned outages were completed ahead of schedule with results further
augmented by the approximately $10 a megawatt hour increase in contracted power
price received in April. Related to the ongoing major component replacement program
asset management work and other adjustments. And on our Keystone Pipeline System,
we safely reached nearly 610,000 barrels a day as we placed about 30% of the 2019
open season contracts into service. Once again, this highlights the essential role our
infrastructure plays in North America. Now as we look at our 2022 priorities. I'm very
pleased with the overall progress safety is our top value and that is a constant it is
embedded in our culture and it is my commitment that we conduct all of our business.
Safely and reliably executing on our secured capital program and increasing the returns on
our existing assets are also key priorities as I mentioned just a minute ago, we're
increasing long haul volumes on Keystone and we're also working to increase utilization
on market link. In our Power and Energy Solutions business. we've now finalized contracts
for a total of approximately 820MW that is 580MW of wind and 240 megawatts of solar
energy respectively. This renewable energy will provide the required electricity for the US
portion of Keystone to become one of the first net zero liquids pipelines in North
America. It will also supply renewable energy solutions. To industrial and incode our
demand that we've been very successful in aggregating we continue to evaluate the
proposals received through our RFI process and expect to finalize additional contracts in
2022 now year-to-date we placed $1.6 billion of assets into service and are working
towards our goal of sanctioning $5 billion of high quality, low-risk growth opportunities
each year. As Joe will discuss in more detail. We are funding our capital programs
prudently to ensure we maintain our financial strength and flexibility. And we are also
progressing our ESG commitments this year TC Energy joined the UNGlobal Compact,
the world's largest corporate sustainability initiative, and the TNFD from we will continue
to identify innovative and available energy solutions. We are energy problem solvers and
our commitment is to do so, safe And sustainably, while building on our long track record
of delivering superior total shareholder value. Thank you very much. I'll now hand it off to
Joe for a few comments on our second-quarter results.

{BIO 17975324 <GO>}

Good morning everyone and thanks, Francois. It's Francois mentioned or assets continued
to deliver strong results in the second quarter while reliably and safely meeting the
growing demand for energy comparable earnings for the second quarter were $1 billion
or $1 per common share compared to $1 billion or $6 per common share in 2021
comparable EBITDA and comparable funds generated from operations were $2.4 billion in
$1.6 billion respectively, compared to $2.2 billion and $1.8 billion for the same period in
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and when Phase2 is sanctc ioned so with 94000 kilometers of existing natural gas pipelines
throughout the continent TC Energy unparalleled asset footprint is core to Nortrr h
America's LNG success today.
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contracts. Our cost of service regulation and this visibility to future cash flows continue to
position us to grow our dividend per share by 3% to 5% per annum. Now turning to our
funding program. As you heard, we are pleased to announce Coastal GasLink LP and LNG
Canada have reached revised agreements that address and resolve outstanding disputes
over certain incurred and anticipated costs of the project. Capital costs have increased
from the original cost estimates made in 2012. In the revised agreements incorporate and
new cost estimate with the Coastal GasLink project of 11.2 billion dollars In recognition of
the revised project agreements with LNG Canada and in accordance with a binding
commitment subject to the execution of definitive agreements with our Coastal GasLink
LP partners. We will make an equity contribution to Coastal GasLink LP of $1.9 billion, which
will be paid in installments commencing in August of 2022 with no resulting change to
35% percent ownership this contribution will be included and recoverable project costs,
and we'll earn a return on and of capital any additional equity contributions will be initially
funded through our amended 2021 interest-bearing subordinated loan agreement
between TC Energy and Coastal GasLink LP outstanding amounts will be repaid by the
Coastal GasLink partners, including us following in service and final cost determination
now I want to reiterate Francois' remarks. We continue to see Coastal GasLink as
economically viable in the agreements, create a solid foundation and clear path forward
for the potential development of Phase two that FN sanctioned could enhance TC
Energy's project returns importantly, the agreements reached reduce our project
financing risk by supporting a $1.6 billion expansion of the existing project level credit
facilities to a total of $8.4 billion. Our commitment under the subordinated loan
agreement between TC Energy and Coastal GasLink LP will be step down from the
current $3.8 billion over time. Its capacity under the project level credit facilities is
increased and we make installment payments associated with our equity contribution now
in terms of 2022 capital spending, we now expect to invest approximately $8.5 billion
dollars as a result of increased costs in the NGTL system and our equity contribution
associated with Coastal GasLink of approximately $1.3 billion the graphic illustrates our
updated forecasted sources and uses of funds for 2022 through 2024. Including these
revisions our starting in the left column. Our total requirements over the 3 years are
projected to be approximately $29 billion, reflecting capital expenditures, including
maintenance capital of $18 billion and dividends of$11billion second column highlights the
expected internally generated cash flow of $21 billion and proceeds from the US $800
million hybrid issued in March. This leaves a residual need of approximately $7 billion
depicted in the far right column that we expect to fund through a combination of
commercial paper, incremental debt,hybrids, the dividend reinvestment plan, asset sales,
and Keystone XL project recoveries to continue to prudently fund our capital
commitments while maintaining our level Targets we have reinstated issuance of common
shares from treasury at a 2% discount under our dividend reinvestment plan commencing
with the dividends declared on July 27, 2022, the dividend reinvestment plan is intended
to be a short-term funding mechanism that we anticipate will be activated for four
quarters based on historical participation. And as we bring additional project in the service
so in summary, we will always utilize the most optimal funding tools to maintain our
financial strength and flexibility. While delivering per share value. Given the strong year-to-
date performance of our base business. We reiterate our 2022 comparable EBITDA
outlook to be modestly higher and comparable earnings per share to be generally
consistent with last year, we re-affirm our industry-leading capital program of $28 billion is
expected to deliver 2021 to 2026 comparable EBITDA growth of 5% and we have strong
visibility to incremental growth. That leaves us comfortable with our ability to meet our
leverage target of 4.75. Lastly, we expect to grow our dividends by 3% to5% with
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. As you heard, we are pleased to announce Coastal GasLink LP and LNG
Canada have reached revised agreements that address and resolve outstanding disputes
over certrr ain incurred and anticipated costs of the projectcc . Capital costs have increased
from the original cost estimates made in 2012. In the revised agreements incorporate and
new cost estimate with the Coastal GasLink projectcc of 11.2 billion dollars In recognition of
the revised projectcc agreements with LNG Canada and in accordance with a binding
commitment subjectcc to the execution of definitive agreements with our Coastal GasLink
LP partrr ners. WeWW will make an equity contribution to Coastal GasLink LP of $1.9 billion, which
will be paid in installments commencing in August of 2022 with no resulting change to
35% percent ownership this contribution will be included and recoverable projectc costs,
and we'll earn a return on and of capital any additional equity contributions will be initially
funded through our amended 2021 interest-bearing subordinated loan agreement
between TC Energy and Coastal GasLink LP outstanding amounts will be repaid by the
Coastal GasLink partrr ners, including us following in service and final cost determination
now I want to reiterate Francois' remarks. WeWW continue to see Coastal GasLink as
economically viable in the agreements, create a solid foundation and clear path forward
for the potential development of Phase two that FN sanctc ioned could enhance TC
Energy's projectcc returns importrr antly,yy the agreements reached reduce our projectc
financing risk by supportrr ing a $1.6 billion expansion of the existing projectcc level credit
facilities to a total of $8.4 billion. Our commitment under the subordinated loan
agreement between TC Energy and Coastal GasLink LP will be step down from the
current $3.8 billion over time. Its capacity under the projectcc level credit facilities is
increased and we make installment payments associated with our equity contribution now
in terms of 2022 capital spending, we now expectcc to invest approximately $8.5 billion
dollars as a result of increased costs in the NGTL system and our equity contribution
associated with Coastal GasLink of approximately $1.3 billion the graphic illustrates our
updated forecasted sources and uses of funds for 2022 through 2024. Including these
revisions our startrr ing in the left column.
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QQ - LLiinnddaa EEzzeerrggaaiiliiss

sustainable growth in earnings and cash flow per share and strong coverage ratios. When
you combine our enduring business model unparalleled asset footprint and organizational
capabilities. We are differentiated in our potential to capitalize on the opportunity-rich
environment before us. Overall, solid execution will allow us to continue to deliver
superior long-term shareholder value at the end of my prepared remarks, I will now turn
the call back over to Gavin for the Q&A.

{BIO 15800985 <GO>}

Yeah. Thanks, Joel. So just a reminder before I turn it over to the conference coordinator
for questions from the investment community. We ask that we just limit our selfs to two
questions. Thank you.

QQuueessttiioonnss AAnndd AAnnsswweerrss

Thank you. We will now begin the question-and-answer session to join the question
queue. You may press star then one on your telephone keypad. You will hear a tone
acknowledging your request if you are using a speaker phone please pick up your
handset before pressing any keys to withdraw your question, please press star then 2. We
will pause for a moment as callers join the queue.

Our first question comes from Linda as Ezergailis of TD Securities. Please go ahead.

{BIO 5531734 <GO>}

Thank you. I'm wondering if you could just give us some more context around the Coastal
GasLink updated cost for the prospective costs how much have you actually locked in and
have you provided for any sort of additional contingency or maybe you can provide some
sort of confidence level in your cost estimates.

{BIO 19549137 <GO>}

Yeah. Linda. This is Bevin So, as we mentioned, you know 70% of the project has already
been completed all the materials that we need to complete the project. Our on-site.
We've completed some two out of 8 sections are completely solved them and finished in
terms of mechanical completion and all our contracting strategies have already been
tendered and so the confidence that we have in building up our new estimate is high.
Inclusive of that estimate of the 11.2 is a contingency for what we see is the remaining
potential risks and moving forward to the conclusion. But we have high confidence that
we'll meet our mechanical completion date by the end of 2023. So right now, we sit with a
tremendous amount of fidence. Given that we have a settlement in place with our
partners and customers with LNG Canada and so we're well positioned to deliver on our
commitments of 11.2 and end of 2023 mechanical completion

{BIO 5531734 <GO>}
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the confidence that we have in building up our new estimate is high.
Inclusive of that estimate of the 11.2 is a contingency for what we see is the remaining
potential risks and moving forward to the conclusion. But we have high confidence that
we'll meet our mechanical completion date by the end of 2023. So right now, we sit with a
tremendous amount of fidence. Given that we have a settlement in place with our
partrr ners and customers with LNG Canada and so we're well positioned to deliver on our
commitments of 11.2 and end of 2023 mechanical completion
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Thank you. And just as a follow-on, are you in active discussions with LNG Canada about
Phase II and what in your mind would be kind of the optimal FID timing to ensure for
minimizing any sort of dismantling and reconstruction of labor camps, from a and
presumably from a cost savings initiatives and provide some context around that.

{BIO 19549137 <GO>}

Yes. So we're in active discussions with LNG Canada around Phase two in the feasibility of
doing the appropriate front-end work to establish what the scope and scale of that
project will be the project looks very different than Phase 1. It's not a linear development,
it is compression facilities and so that changes the risk profile to our benefit. In terms of
the FID timing, that is one where our customers LNG Canada are in control of determining
when they are prepared to bring a final investment decision and we're supporting them in
that in that evaluation right now there is a tremendous amount of work that needs to be
accomplished. But it's important to do that work today. So we have a high confidence
decision in going into that FID.

{BIO 5531734 <GO>}

Thank you. And just for my second question more broadly for your capital spend plan
you've identified 18 billion in your funding plan is that all up to date with any sort of
inflationary pressures are appropriate contingencies or might we see some projects
potentially embedded in that Going up in cost or deferred, to the extent you have some
discretion around that.

{BIO 17975324 <GO>}

Hi. It's Joel here. So we are up to up to date with the capital spend that you referred to.
You may recall back in Q1. We did revise our cost estimates for the NGTL system
expansion projects. So that's where we're really seeing obviously most of the cost
pressure within the portfolio. We're very encouraged by what we're seeing at Bruce
Power the Unit 6 MCR program is on time and on budget. We're not seeing any
inflationary pressure on our capital investment in the United States right now, but it's really
coming from Alberta as you well know, it's a huge market here. We've got the CGL
project going on Trans Mountain going forward along with obviously the expansion of the
NGTL.

So we don't expect to see any material changes to our cost estimates going forward and
what you see is most reflective of our current estimates.

{BIO 5531734 <GO>}

Thank you. I'll jump back in the queue.

Our next question comes from Ben Pham, of BMO. Please go ahead.

{BIO 16421855 <GO>}
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Thank you. And just as a follow-on, are you in actc ive discussions with LNG Canada about
Phase II and

YeY s. So we're in actcc ive discussions with LNG Canada around Phase two in the feasibility of
doing the appropriate front-end work to establish what the scope and scale of that
projectcc will be the projectc looks very different than Phase 1. It's not a linear development,
it is compression facilities and so that changes the risk profile to our benefit. In terms of
the FID timing, that is one where our customers LNG Canada are in control of determining
when they are prepared to bring a final investment decision and we're supportrr ing them in
that in that evaluation right now there is a tremendous amount of work that needs to be
accomplished. But it's importrr ant to do that work today. So we have a high confidence
decision in going into that FID.
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{BIO 17975324 <GO>}

Yeah. And this Stand, I can tell you this much we've made very meaningful progress in the
negotiations around the definitive agreements with CFE, both with respect to the
settlement and the potential project, but we're not done just yet. As you know, we've
been in Mexico for over 30 years. We are still very much committed to the strategic
reliance that we have on the CFE. And I'd just ask if you give us a bit more time to close
out the negotiations

{BIO 16421855 <GO>}

All right, sounds good. Yeah, okay. So so, Ben. I would just offer one last comment here,
that as I mentioned, you think about what's in that grade blocks in our funding plan right
now that we have a number of levers at our disposal here that if we were to move ahead
with the project in Mexico. As I mentioned, again we are very judicious around our share
count and we'll try to find the lowest cost of capital that ultimately maximizes shareholder
value, and really meets our leverage target. So it is a bit of an all of the above strategy
not only with our current capital program, but obviously if anything goes, we have in
Mexico.

{BIO 17975324 <GO>}

Okay. I appreciate it. Thank you.

Our next question comes from Robert Kwan of RBC Capital Markets. Please go ahead.

{BIO 1807797 <GO>}

Hey, good morning. If I could start back on Coastal GasLink and returns you talk about how
much lower the base returns are relative to the originally anticipated returns, which I think
we're pretty low. To begin with. And then as you think about the potential Phase two
expansion has the cost and return framework been codified as part of your new
agreements. And if there is no further liquefaction expansion, is there a mechanism in the
current agreement to improve the returns on CGL or you just. And if not, you're just kind
of sitting here with the low returns.

{BIO 19549137 <GO>}

So Robert, this is Bevin so Phase 1 clearly didn't achieve its initial return

But as we indicated coming to a settlement, puts the project in the best position to move
forward and primarily our priority was to ensure the toll competitiveness to support the
project and support the ongoing Phase II development that would subsequently follow
with LNG choices to FID our returns are not linked between Phase 1 and Phase 2. The
terms of our settlement are confidential but we're confident that the return profile that
would exist in Phase 2, which is well advanced in our discussions with LNG Canada as well
as our settlement delivers a strong project for our shareholders
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YeY ah. And this Stand, I can tell you this much we've made very meaningful progress in the
negotiations around the definitive agreements with CFE, both with respectcc to the
settlement and the potential projectcc , but we're not done just yet. As you know, we've
been in Mexico for over 30 years. WeWW are still very much committed to the strategic
reliance that we have on the CFE. And I'd just ask if you give us a bit more time to close
out the negotiations

Hey,yy good morning. If I could startrr back on Coastal GasLink and returns you talk about how
much lower the base returns are relative to the originally anticipated returns, which I think
we're pretty low. To begin with. And then as you think about the potential Phase two
expansion has the cost and return framework been codified as partrr of your new
agreements. And if there is no furtrr her liquefactc ion expansion, is there a mechanism in the
current agreement to improve the returns on CGL or you just. And if not, you're just kind
of sitting here with the low returns.

So Robertrr , this is Bevin so Phase 1 clearly didn't achieve its initial return

But as we indicated coming to a settlement, puts the projectcc in the best position to move
forward and primarily our priority was to ensure the toll competitiveness to supportrr the
projectcc and supportrr the ongoing Phase II development that would subsequently follow
with LNG choices to FID our returns are not linked between Phase 1 and Phase 2. The
terms of our settlement are confidential but we're confident that the return profile that
would exist in Phase 2, which is well advanced in our discussions with LNG Canada as well
as our settlement delivers a strong projectc for our shareholders
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{BIO 1807797 <GO>}

. So does phase to get you back to where you originally anticipated.

{BIO 19549137 <GO>}

Phase two the same brings the combination of Phase 1 and Phase 2 brings us back into a
very competitive return scenario for the entire project.

{BIO 1807797 <GO>}

Okay. if I can just finish share then on funding and specifically the draft, you've talked
about being judicious with your share counts and so can you just talk about the decision to
turn the DRIP on as the most optimal funding to all versus say the asset monetizations and
while you've stated leave it on for a year. If you have a very similar term or the current
market conditions persist, does the calculus to turn on the DRIP now mean that you see
DRIP equities being the best source of funding if you're able to add things like Mexico or
other projects in the portfolio

{BIO 17975324 <GO>}

. Yeah. Robert, it's Joel here. First of all, what we're really looking at here with the
additional increases that we're experiencing on NGTL and Coastal. This is over, kind of a
tight period of time we're talking really 2023 where we saw our metrics being a little bit
elevated. Based on our internal forecast and we thought turning on the DRIP for four
quarters was really important for us. What we like with DRIP is, it is really sheet nicely with
the capital spend profile. When we look at direct relative to discrete equity, it's much
cheaper than 2% discount versus an in discount of say 78%USD on discrete equity, and
obviously, we have the ability to turn off quarterly as we move forward here. And we see
maybe further expansion of our capital program. Obviously, we will look to again non-core
assets that we could monetize and again we evaluate that against other forms of capital.
So as you get to maximize shareholder value. And really leverage. But again, I just want to
reiterate that we're looking really at 2023 and to get our leverage down to where we're
comfortable with This is a quick way of getting there and a very cost-effective basis and
again really well-shaped with our capital spend profile.

{BIO 1807797 <GO>}

Okay, that's great, thank you very much.

. Our next question comes from Robert Catellier of CIBC Capital Markets.

. Please go ahead.

{BIO 4162818 <GO>}

Hi, good morning. First of all congratulations on getting the Coastal GasLink still finalized. I
know that was a priority for both view in the industry could not have been easy. I
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. So does phase to get you back to where you originally anticipated.

{BIO 19549137 <GO>}

Phase two the same brings the combination of Phase 1 and Phase 2 brings us back into a
very competitive return scenario for the entire projectcc .



CCoommppaapppp nnyy NNaammee:: TTCC EEnneerrggrrrr yygggg CCoorrpprrrr
CCoommppaapppp nnyy TTickickeerr::rrrr TTRRPP CCNN EEqquuitityy
DDaattee:: 22002222--0077--2288

Page 12 of 20

AA -- JJooeel EE.. HHuunntteerr

QQ -- RRoobb CCaatteelllliieerr

AA -- SSttaannleeyy GG.. CChhaappmmaann

wondered if you could speak more to any changes to the revised agreement that
mitigate risk, I think you mentioned pening comments, so what specific changes. Can you
tell us about that mitigate your risk going forward?

{BIO 17975324 <GO>}

Well, Rob. Thanks for the question and I appreciate the acknowledgment of getting to the
settlement, we, it was a good long discussion with our, with our customers and we
reached a really good outcome the key medications components, our transparency, and
clarity of how we resolve matters going forward. Accelerated dispute mechanisms,
ensuring that we maintain proper alignment through the final delivery of the project, which
gives us high confidence and transparency, not only to us but our equity partners and also
our indigenous partners provides them clarity on the path forward as well. So the
mitigations are just increased alignment more transparency in the process of how we deal
with challenges or changes in the project going forward and just strong alignment
between ourselves and our customer LNG Canada and then I would add, it's Francois
Robert that in the absence of a settlement, we would be carrying on our balance sheet
and a fairly sizable amount of capital achieving the settlement allows us to upsize, the
credit facility and not have to carry a substantial amount of capital for what could
ultimately have been many years into the future.

Okay, thank you. Thanks for that answer. And just as you pointed out, the US has become
the larger stone you exported. In the first half of the year. Can you provide a little bit more
color on some of both the ways of going about addressing not the projects that you've
listed but projects that might be available to the industry in the future Is it simply just a
question of leveraging your existing transmission network to continue to participate or is
there some way that you could benefit from enhancing what you already have through

{BIO 4162818 <GO>}

Or other asset acquisitions.

{BIO 18900312 <GO>}

So Robert, this is. Stan, I can start and tell you that our unparalleled asset footprint is the
basis is my statements in the past around given the size and the breadth of these assets,
we should be originating about $1 billion a year of new growth projects and LNG is right at
the forefront of that and it really is more driven by organic growth and I look at it from this
perspective, given the geopolitical events right now Europe needs to find about 20 BCF a
day of natural gas to displace what they have historically relied on or Russian supplies
assuming about 2/3 of that comes from the US, that's an increment of about 13 Bcf out of
the US predominantly from the Gulf Coast today we transport, about 25% of the LNG in
the US and I expect us to at least maintain if not grow that market share going forward. So
you could think of us having an opportunity set over the next two to three years, that's
somewhere in the 3 to 4 Bcf a day range I can't get into details now. Due to the market-
sensitive nature. But suffice it to say that we're well aware of these opportunities. With
respect to LNG growth in LNG demand and are actively engaged with various
counterparties for offerings that really leverage our competitive advantage, which is our
footprint, not only in the Gulf Coast. In Louisiana, but also in other parts of the country like
our North Baja system and opportunities and Costa Azul.
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we
reached a really good outcome the key medications components, our transparency,yy and
clarity of how we resolve matters going forward. Accelerated dispute mechanisms,
ensuring that we maintain proper alignment through the final delivery of the projectcc , which
gives us high confidence and transparency,yy not only to us but our equity partrr ners and also
our indigenous partrr ners provides them clarity on the path forward as well. So the
mitigations are just increased alignment more transparency in the process of how we deal
with challenges or changes in the projectcc going forward and just strong alignment
between ourselves and our customer LNG Canada and then I would add, it's Francois
Robertrr that in the absence of a settlement, we would be carrying on our balance sheet
and a fairly sizable amount of capital achieving the settlement allows us to upsize, the
credit facility and not have to carry a substantial amount of capital for what could
ultimately have been many years into the future.

So Robertrr , this is. Stan, I can startrr and tell you that our unparalleled asset footprint is the
basis is my statements in the past around given the size and the breadth of these assets,
we should be originating about $1 billion a year of new growth projectc s and LNG is right at
the forefront of that and it really is more driven by organic growth and I look at it from this
perspectcc ive, given the geopolitical events right now Europe needs to find about 20 BCF a
day of natural gas to displace what they have historically relied on or Russian supplies
assuming about 2/3 of that comes from the US, that's an increment of about 13 Bcf out of
the US predominantly from the Gulf Coast today we transportrr , about 25% of the LNG in
the US and I expectcc us to at least maintain if not grow that market share going forward. So
you could think of us having an opportrr unity set over the next two to three years, that's
somewhere in the 3 to 4 Bcf a day range I can't get into details now. Due to the market-
sensitive nature. But suffice it to say that we're well aware of these opportrr unities. With
respectcc to LNG growth in LNG demand and are actcc ively engaged with various
counterpartrr ies for offerings that really leverage our competitive advantage, which is our
footprint, not only in the Gulf Coast. In Louisiana, but also in other partrr s of the country like
our Nortrr h Baja system and opportrr unities and Costa Azul.
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COASTAL GASLINK
ACHIEVES MILESTONE 

Revised agreements strengthen partnership with     
LNG Canada and provide certainty for the project

Provides clarity of cost and schedule 
• $11.2 billion revised cost estimate

Allows for safe and timely execution
• Mitigation of project funding and execution risk
• Mechanical in-service by end of 2023

Remains economically viable and creates strong 
foundation for potential Phase 2
• Potential future volumes up to 5 Bcf/d
• If sanctioned, anticipate enhanced TC Energy 

project returns
5



COASTAL GASLINK IS A              
NATION-BUILDING PROJECT

Delivering economic opportunities
• $1.4 billion+ in contracting and employment 

opportunities to date
• Up to 6,000 people employed at peak construction this 

summer

Advancing Indigenous partnerships 
• Agreements with 20 First Nations and historic equity 

option agreements to sell a 10 per cent equity interest

World class source of sustainable, secure, energy supply
• Displacing coal-fired power and could reduce global 

GHG emissions by 60 to 90 million tonnes per year 

Construction now ~70% complete
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By 2030… 
• Global LNG demand is forecast to reach nearly 75 Bcf/d 

• Asian and European LNG demand is forecasted to            
increase over 40%, or 20 Bcf/d

Growth underpinned by energy security concerns, reorientation 
of energy mix in Europe and growing economies in Asia

STRATEGIC ALIGNMENT 
WITH RISING LNG DEMAND 

GGloball LNGG Demandd Forecast
Bcf/d

Source: © 2022 S&P Global. All rights reserved. The use of this content was authorized in advance. Any further use or 
redistribution of this content is strictly prohibited without prior written permission by S&P Global. 

7
TCC Energy’ss unparalleledd footprintt willl playy aa criticall 

rolee inn securingg thee globall energyy supply

Bcf/d



NNorthh Americann LNGG Exportt Forecast
Forecast:: 2022-20300 (overr 90%% growth)

NEXT WAVE OF LNG DRIVING 
SIGNIFICANT OPPORTUNITIES 

Today, TC Energy safely and reliably connects 
~25% of volumes destined for U.S. LNG exports  
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TCC Energyy LNGG affiliatedd projects
• In service – Grand Chenier XPress (1.1 Bcf/d)
• Progressing – Louisiana XPress (0.8 Bcf/d) 
• Progressing – Alberta XPress (~0.2 Bcf/d)
• Progressing – North Baja XPress (0.5 Bcf/d)
• FERC approval received – East Lateral XPress (0.7 Bcf/d)
• Progressing – Coastal GasLink (2.1 Bcf/d)

Bcf/d



https://lngir.cheniere.com/news‐events/press‐releases/detail/256/cheniere‐and‐ptt‐sign‐long‐term‐lng‐sale‐
and‐purchase 

Cheniere and PTT Sign Long-Term LNG Sale 
and Purchase Agreement 
 Download as PDFJULY 26, 2022 8:00AM EDT 
HOUSTON--(BUSINESS WIRE)-- Cheniere Energy, Inc. (“Cheniere” or the “Company”) 
(NYSE American: LNG) announced today that its wholly-owned subsidiary, Corpus Christi 
Liquefaction, LLC (“CCL”) has entered into a long-term liquefied natural gas (“LNG”) sale and 
purchase agreement (“SPA”) with PTT Global LNG Company Limited (“PTTGL”), a wholly-
owned subsidiary of PTT Public Company Limited (“PTT”), Thailand’s largest state-owned, 
multinational energy company. 

Under the SPA, PTTGL has agreed to purchase 1.0 million tonnes per annum (“mtpa”) of 
LNG from CCL for twenty years beginning in 2026. The SPA calls for a combination of free-
on-board (FOB) and delivered ex-ship (DES) deliveries. This customized structure represents 
a further evolution in Cheniere’s commercial offerings tailored to the specific needs of LNG 
customers around the world. The purchase price for LNG under the SPA is indexed to the 
Henry Hub price, plus a fixed liquefaction fee. 

“We are pleased to enter into this 20-year SPA with a subsidiary of PTT, the state-owned oil 
and gas company of Thailand which developed, owns and operates Thailand’s first LNG 
import terminal, and is an energy leader in a key, fast-growing Southeast Asian market,” said 
Jack Fusco, Cheniere’s President and Chief Executive Officer. “This is the first direct LNG 
contract from a US LNG producer for PTTGL, and this agreement not only reflects the critical 
need for long-term, reliable LNG supply across the globe, but also the important role LNG has 
to play in powering growing economies for decades to come.” 

“Our new vision Powering Life with Future Energy and Beyond reflects the strategic direction 
and business transition toward clean energy as well as new businesses. LNG or gas is a 
major transition fuel which supports both energy security and sustainability. Our ambition is to 
move forward with the future energy while ensuring energy security. We actively engage in 
the LNG business and target to be a Global LNG Player by managing an LNG portfolio of 9 
mtpa by 2030. By the end of this year, PTT’s LNG receiving terminals will be able to 
accommodate regasification capacity up to 19 million tons per year with our new terminal,” 
said Auttapol Rerkpiboon, PTT’s President and Chief Executive Officer. 
 
About Cheniere 
Cheniere Energy, Inc. is the leading producer and exporter of liquefied natural gas (LNG) in 
the United States, reliably providing a clean, secure, and affordable solution to the growing 
global need for natural gas. Cheniere is a full-service LNG provider, with capabilities that 
include gas procurement and transportation, liquefaction, vessel chartering, and LNG 
delivery. Cheniere has one of the largest liquefaction platforms in the world, consisting of the 
Sabine Pass and Corpus Christi liquefaction facilities on the U.S. Gulf Coast, with total 
production capacity of approximately 45 mtpa of LNG in operation and an additional 10+ mtpa 
of expected production capacity under construction. Cheniere is also pursuing liquefaction 



expansion opportunities and other projects along the LNG value chain. Cheniere is 
headquartered in Houston, Texas, and has additional offices in London, Singapore, Beijing, 
Tokyo, and Washington, D.C. 

For additional information, please refer to the Cheniere website at www.cheniere.com and 
Quarterly Report on Form 10-Q for the quarter ended March 31, 2022, filed with the Securities 
and Exchange Commission. 
About PTT 
PTT is Thailand's fully integrated energy company which operates businesses consisting of 
natural gas, gas transmission, international trading, new business and infrastructure business; 
the rest are invested through subsidiaries, joint arrangements and associates, namely 
exploration and production, liquefied natural gas, petrochemical and refining, oil and retail, 
power and utilities, coal, and service businesses. 

About PTTGL 
PTTGL is a wholly-owned subsidiary of PTT Public Company Limited and operates in LNG 
business, established in 2017. The objective is to explore oversea investment opportunities in 
LNG value chain from LNG liquefaction plant to receiving terminal as well as LNG 
procurement and marketing. 

 



https://investors.next-decade.com/news-releases/news-release-details/nextdecade-announces-10-
mtpa-lng-sale-and-purchase-agreement-1 

JULY 27, 2022 

NextDecade Announces 1.0 MTPA LNG Sale and Purchase Agreement 

with ExxonMobil 

HOUSTON--(BUSINESS WIRE)--Jul. 27, 2022-- NextDecade Corporation (“NextDecade”) (NASDAQ: NEXT) 
announced today the execution of a 20-year sale and purchase agreement (“SPA”) with ExxonMobil LNG Asia 
Pacific (“EMLAP”), an ExxonMobil affiliate, for the supply of liquefied natural gas (“LNG”) from NextDecade’s 
Rio Grande LNG export project (“RGLNG”) in Brownsville, Texas. 

Under the SPA, EMLAP will purchase 1.0 million metric tonnes per annum (“MTPA”) of LNG. The LNG will be 
supplied from the first two trains of Rio Grande LNG, with the first train expected to start commercial operations 
as early as 2026. 

“The signing of this long-term SPA with ExxonMobil, a global leader in the energy industry, represents another 
significant milestone for RGLNG and signifies the beginning of a mutually beneficial relationship,” said Matt 
Schatzman, NextDecade’s Chairman and Chief Executive Officer. “This agreement highlights the success of 
NextDecade’s strategy to provide customers with low carbon-intensive LNG to help them meet their carbon 
reduction goals, while providing them access to secure energy supply.” 

“LNG will play an increasingly important role in helping society reduce emissions during the energy transition,” 
said Peter Clarke, Senior Vice President of LNG for the ExxonMobil Upstream Company. “We look forward to 
working with NextDecade to continue growing ExxonMobil’s LNG portfolio and delivering the lower-emissions 
energy the world needs.” 

Based on current expected demand for LNG and assuming the achievement of further LNG contracting and 
financing, NextDecade anticipates making a positive final investment decision (“FID”) on up to three trains of 
the Rio Grande LNG export project in the second half of 2022, with FIDs of its remaining trains to follow 
thereafter. 

About NextDecade Corporation 

NextDecade Corporation is an energy company accelerating the path to a net-zero future. Leading innovation 
in more sustainable LNG and carbon capture solutions, NextDecade is committed to providing the world 
access to cleaner energy. Through our wholly owned subsidiaries Rio Grande LNG and NEXT Carbon 
Solutions, we are developing a 27 MTPA LNG export facility in South Texas along with one of the largest 
carbon capture and storage projects in North America. We are also working with third-party customers around 
the world to deploy our proprietary processes to lower the cost of carbon capture and storage and reduce 
CO2 emissions at their industrial-scale facilities. NextDecade’s common stock is listed on the Nasdaq Stock 
Market under the symbol “NEXT.” NextDecade is headquartered in Houston, Texas. For more information, 

please visit www.next-decade.com. 
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Multiple Brownfield LNG FIDs Now Needed To Fill New LNG Supply Gap 

From Mozambique Chaos? How About LNG Canada Phase 2?  

Posted Wednesday April 28, 2021. 9:00 MT 

 

The next six months will determine the size and length of the new LNG supply gap that is hitting harder and faster than 
anyone expected six months ago. Optimists will say the Mozambique government will bring sustainable security and 
safety to the northern Cabo Delgado province and provide the confidence to Total to quickly get back to LNG 
development such that its LNG in-service delay is a matter of months and not years.  We hope so for Mozambique’s 
domestic situation, but will it be that easy for Total’s board to quickly look thru what just happened? Total suspended LNG 
development for 3 months, restarted development on March 25, but then 3 days of violence led it to suspend development 
again on March 28, and announce force majeure on Monday April 26. Even if the optimists are right, Mozambique LNG is 
counted on for LNG supply and the major LNG supply project that are in LNG supply forecasts are now all delayed – Total 
Phase 1 of 1.7 bcf/d and its follow on Phase 2 of 1.3 bcf/d, and Exxon’s Rozuma Phase 1 of 2.0 bcf/d. It is important to 
remember this 5.0 bcf/d of major LNG supply is being counted in LNG supply forecasts and starting in 2024. At a 
minimum, we think the more likely scenario is a delay of at least 2 years in this 5.0 bcf/d from the pre-Covid timelines.  
And this creates a much bigger and sooner LNG supply gap starting ~2025 and stronger outlook for LNG prices.  Thermal 
coal in Asia will play a role in keeping a lid on LNG prices. But there will be the opportunity for LNG suppliers to at least 
review the potential for brownfield LNG projects to fill the growing supply gap. The thought of increasing capex was a non-
starter six months ago, but there is a much stronger outlook for global oil and gas prices. Oil and gas companies are 
pivoting from cutting capex to small increases in 2021 capex and expecting for higher capex in 2022.  We believe this sets 
the stage for looking at potential FID of brownfield LNG projects before the end of 2021 to be included in 2022 capex 
budgets.  Mozambique is causing an LNG supply gap that someone will try to fill.  And if brownfield LNG is needed, what 
about Shell looking at 1.8 bcf/d brownfield LNG Canada Phase 2?  Cdn natural gas producers hope so as this would 
mean more Cdn natural gas will be tied to Asian LNG markets and not competing in the US against Henry Hub.  
 
Total declares force majeure on Mozambique LNG, Yesterday, Total announced [LINK] “Considering the evolution of the 
security situation in the north of the Cabo Delgado province in Mozambique, Total confirms the withdrawal of all 
Mozambique LNG project personnel from the Afungi site. This situation leads Total, as operator of Mozambique LNG 
project, to declare force majeure. Total expresses its solidarity with the government and people of Mozambique and 
wishes that the actions carried out by the government of Mozambique and its regional and international partners will 
enable the restoration of security and stability in Cabo Delgado province in a sustained manner”.  Total is working Phase 
1 is ~1.7 bcf/d (Train 1 + 2, 6.45 mtpa/train) and was originally expected to being LNG deliveries in 2024.  There was no 
specific timeline for Phase 2 of 1.3 bcf/d (Train 3 + 4, 5.0 mtpa/train), but was expected to follow Phase 1 in short order to 
keep capital costs under control with a continuous construction process with a potential onstream shortly after 2026.  

https://www.total.com/media/news/press-releases/total-declares-force-majeure-mozambique-lng-project
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Total Mozambique Phase 1 and 2 

 
Source: Total Investor Day September 24, 2019 

 
Total’s Mozambique force majeure is no surprise, especially the need to the restoration of security and stability “in a 
sustained manner”. Yesterday, Total announced [LINK] “Considering the evolution of the security”.  No one should be 
surprised by the force majeure or the sustained manner caveat.  SAF Group posts a weekly Energy Tidbits research 
memo [LINK], wherein we have, in multiple weekly memos, that Total had shut down development in December for 3 
months due to the violent and security risks. It restarted development on Wed March 24, violence/attacks immediately 
resumed for 3 consecutive days, and then Total suspended development on Sat March 27.  Local violence/attacks shut 
development down in Dec, the situation gets settled enough for Total to restart in March, only to be shut down 3 days 
thereafter. No one should be surprised especially with Total’s need to see security and stability “in a sustained manner”.   

Does anyone really think Total will risk another quick 2-3 month restart or even in 2021?  The Mozambique government 
will be working hard to convince Total to restart soon. We just find it hard to believe Total board will risk a replay of March 
24-27 in 2021. Unfortunately, Mozambique has had internal conflict for years.  It reached a milestone to the positive in 
August 2019.  Our SAF Group August 11, 2019 Energy Tidbits memo [LINK] highlighted the signing of a peace pact 
between Mozambique President Nyusi and leader of the Renamo opposition Momade.  This was the official end to a 2013 
thru 2016 conflict following a failure to hold up the prior peace pact.  At that time, FT reported [LINK] “Mr Nyusi has said 
that “the government and Renamo will come together and hunt” rebels who fail to disarm. The government has struggled 
to stem the separate insurgency in the north, which has killed or displaced hundreds near the gas‐rich areas during the 
past two years. While the roots of the conflict remain murky, it is linked to a local Islamist group and appears to be 
drawing on disaffection over sharing gas investment benefits, say analysts.” This is just a reminder this is not a new issue. 
LNG is a game changer to Mozambique’s economic future.  It is, but also has been, a government priority to have the 
security and safety for Total and Exxon to move on their LNG developments.  Its hard to believe the Mozambique 
government will be able to quickly convince Total and Exxon boards that they can be comfortable there is a sustained 
security/safety situation and they can send their people back in to develop the LNG. Total’s board would allow any 
resumption of development before year end 2021.  The last thing Total wants is a replay of March 24-27. The first 
question is how long will it take before the Total board is convinced its safe to restart.  Could you imagine them doing a 
replay of what just happened?  Wait three months, restart development and have to stop again right away?  We have to 
believe that could lead the Total board to believe it is unfixable for years.  We just don’t think they are to prepared to risk 
that decision in 3 months.  Its why we have to think there isn’t a restart approval until at least in 2022 at the earliest ie. 
why we think the likely scenario is a delay of 2-3 years, and not a matter of months. 

Mozambique’s security issues pushes back 5.0 bcf/d of new LNG supply at least a couple years.  The global LNG issue is 
that 5 bcf/d of new Mozambique LNG supply (apart from the Eni Coral FLNG of 0.45 bcf/d) won’t start up in 2024 and 

https://www.total.com/media/news/press-releases/total-declares-force-majeure-mozambique-lng-project
http://www.safgroup.ca/insights/trends-in-the-market/
http://www.safgroup.ca/insights/trends-in-the-market/
https://www.ft.com/content/908bfd80‐b858‐11e9‐96bd‐8e884d3ea203
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continuing thru the 2020s. And we believe all LNG forecasts included this 5.0 bcf/d to be in service in the 2020s as 
Mozambique had been considered the best positioned LNG supply to access Asia after Australia and Papua New Guinea.   
(i) Eni Coral Sul (Rovuma Basin) FLNG of 0.45 bcf/d planned in service in 2022.  [LINK] This is an offshore floating LNG 
vessel that is still expected to be in service in 2022. (ii) Total Phase 1 to add 1.7 bcf/d with an in service originally planned 
for 2024. We expect the in service data to be pushed back to at least 2026 assuming Total gives a development restart 
approval in Dec 2021. In theory, this would only be a 1 year loss of time. However, Total has let services go, the project 
will be idle for 9 months, it isn’t clear if the need to get people out quickly let them do a complete put the project on hold, 
and how many people will be on site maintaining the status of the development during the force majeure. Also what new 
procedures and safety will be put in place for a restart. These all mean there will be added time needed to get the project 
back to where it was when force majeure was declared ie. why we think a 12 month time delay will be more like an 18 
month project delay. (iii) Exxon’s Rozuma Phase 1 LNG will add 2.0 bcf/d and, pre-Covid, was expected to be in service in 
2025.  We believe the delays related to security and safety at Total are also going to impact Exxon.  We find it highly 
unlikely the Exxon board would take a different security and safety decision than Total.  Pre-pandemic, Exxon’s March 6, 
2019 Investor Day noted their operated Mozambique Rovuma LNG Phase 1 was to be 2 trains each with 1.0 bcf/d 
capacity for total initial capacity of 2.0 bf/d with FID expected in 2019 and first LNG deliveries in 2024. The 2019 FID 
expectation was later pushed to be expected just before the March 2020 investor day.  But the pandemic hit, and on 
March 21, 2020, we tweeted [LINK] on the Reuters story “Exclusive: Coronavirus, gas slump put brakes on Exxon's giant 
Mozambique LNG plan” [LINK] that noted Exxon was expected to delay the Rovuma FID. There was no timeline, but the 
expectation was that FID would now be in 2022 (3 years later than original timeline0 and that would push first LNG likely 
to 2027.  (iv) Total Phase 2 was to add 1.3 bcf/d. There was no firm in service date but it was expected to follow closely 
behind Phase 1 to maintain services.  That would have put it originally in the 2026/2027 period.  But if Phase 1 is pushed 
back 2 years, so will Phase 2 so more likely 2028/2029..  (v) Total Phase 1 + 2 and Exxon Rozuma Phase 1 total 5.0 bcf/d 
and would have been (and still are) in all LNG supply forecasts for the 2020s.  (vi) We aren’t certain if the LNG supply 
forecasts include Exxon Rozuma Phase 2 ,which would be an additional 2.0 bcf/d on top of the 5.0 bcf/d noted above.  
Exxon Rozuma has always been expected to be at least 2 Phases.  This has been the plan since the Anadarko days 
given the 85 tcf size of the resource on Exxon’s Area 4. There was no firm in service data for Phase 2, but it was expected 
they would also closely follow Phase 1 to maintain services.  We expect that original timeline would have been 2026/2027 
and that would not be pushed back to 2029/2030. (vii) It doesn’t matter if its only 5 bcf/ of Mozambique that is delayed 2 to 
3 years, it will cause a bigger LNG supply gap and sooner.  The issue for LNG markets is this is taking projects that are in 
development effectively out of the queue for some period.  

Exxon Mozambique LNG  

 
Source: Exxon Investor Day March 6, 2019 
 

Won’t LNG and natural gas get hit by Biden’s push for carbon free electricity? Yes, in the US. For the last 9 months, we 
have warned on Biden’s climate change plan that were his election platform and now form his administration’s energy 
transition map.  We posted our July 28, 2020 blog “Biden To Put US On “Irreversible Path to Achieve Net-Zero Emissions, 
Economy-Wide” Is a Major Negative To US Natural Gas in 2020s “[LINK] on Biden’s platform “The Biden Plan to Build a 
Modern, Sustainable Infrastructure and an Equitable Clean Energy Future” [LINK].  Biden’s new American Jobs Plan 

https://www.eni.com/en-IT/low-carbon/coral-sul-flng.html
https://twitter.com/Energy_Tidbits/status/1241534422484013056
https://www.reuters.com/article/us-health-coronavirus-exxon-mobil-mozamb/exclusive-coronavirus-gas-slump-put-brakes-on-exxons-giant-mozambique-lng-plan-idUSKBN2173P8
http://www.safgroup.ca/insights/trends-in-the-market/
https://joebiden.com/clean-energy/
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[LINK] lines up with his campaign platform including to put the US “on the path to achieving 100 percent carbon-free 
electricity by 2035.”.  Our July 28, 2020 blog noted that it would require replacing ~60% of US electricity generation with 
more renewable and it could eliminate ~40% (33.5 bcf/d) of 2019 US natural gas consumption. If Biden is 25% successful 
by 2030, it would replace ~6.3 bcf/d of natural gas demand. It would be a negative to US natural gas and force more US 
natural gas to export markets.  The wildcard when does US natural gas start to decline if producers are faced with the 
reality of natural gas being phased out for electricity. The other hope is that when Biden says “carbon-free”, its not what 
ends up in the details of any formal policy statement ie. carbon electricity will be allowed with Biden’s push for CCS.   

Will Cdn natural gas be similarly hit by if Trudeau move to “emissions free” and not “net zero emissions” electricity? Yes 
and No. Our SAF Group April 25, 2021 Energy Tidbits memo [LINK] was titled ““Bad News For Natural Gas, Trudeau’s 
Electricity Goal is Now 100% “Emissions Free” And Not “Net Zero Emissions”.  On Thursday, PM Trudeau spoke at 
Biden’s global climate summit [LINK] and looks like he slipped in a new view on electricity than was in last Monday’s 
budget and his Dec climate plan.  Trudeau said “In Canada, we’ve worked hard to get to over 80% emissions-free 
electricity, and we’re not going to stop until we get to 100%.”  Speeches, especially ones made on a global stage are 
checked carefully so this had to be deliberate.  Trudeau said “emissions free” and not net zero emissions electricity. It 
seems like this language is carefully written to exclude any fossil fuels as they are not emissions free even if they are 
linked to CCS. Recall in Liberals big Dec 2020 climate announcement [LINK], Liberals said ““Work with provinces, utilities 
and other partners to ensure that Canada’s electricity generation achieves net-zero emissions before 2050.”  There is no 
way Trudeau changed the language unless he meant to do so.  And this is a major change as it would seem to indicate 
his plan to eliminate all fossil fuels used for electricity.  If so this would be a negative to Cdn natural gas that would be 
stuck within Western Canada and/or continuing to push into the US when Biden is trying to switch to carbon free 
electricity. We recognize that there is still some ambiguity in what will be the details of policy and the Liberals aren’t 
changing to no carbon sourced electricity at all. Let’s hope so. But let’s also be careful that politicians don’t change 
language without a reason or at least with a view to setting up for some future hit. Plus Trudeau had a big warning in that 
same speech saying “we will make it law to respect our new 2030 target and achieve net-zero emissions by 2050".  They 
plan to make it the law that Canada has to be on track for the Liberals 2030 emissions targets.  This means that the future 
messaging will be that the Liberals have no choice but to take harder future emissions actions as it is the law. They will be 
just obeying the law as they will be obligated to obey the law. Everyone knows the messaging will be we have to do more 
get to Net Zero, that in itself will inevitably mean it will be the law if he actually does move to eliminate any carbon based 
electricity. So yes it’s a negative, that is unless more Cdn natural gas can be exported via LNG to Asia. We believe this 
would be a plus to be priced against global LNG instead of Henry Hub.  
 
Biden’s global climate summit reminded there is too much risk to skip over natural gas as the transition fuel.  Apart from 
the US and Canada, we haven’t seen a sea shift to eliminating natural gas for power generation, especially from energy 
import dependent countries.  There is a strong belief that hydrogen and battery storage will one day be able to scale up at 
a competitive cost to lead to the acceleration away from fossil fuels.  But that time isn’t yet here, at least not for energy 
import dependent countries.  One of the key themes from last week’s leader’s speeches at the Biden global climate 
summit – to get to Net Zero, the world is assuming there wilt be technological advances/discoveries that aren’t here today 
and that have the potential to immediately ramp up in scale. IEA Executive Director Faith Birol was blunt in his message 
[LINK] saying “Right now, the data does not match the rhetoric – and the gap is getting wider.” And “IEA analysis shows 
that about half the reductions to get to net zero emissions in 2050 will need to come from technologies that are not yet 
ready for market.  This calls for massive leaps in innovation. Innovation across batteries, hydrogen, synthetic fuels, carbon 
capture and many other technologies.  US Special Envoy for Climate John Kerry said a similar point that half of the 
emissions reductions will have to come from technologies that we don’t yet have at scale.  UK PM Johnson [LINK] didn’t 
say it specifically, but points to this same issue saying “To do these things we’ve got to be constantly original and 
optimistic about new technology and new solutions whether that’s crops that are super-resistant to drought or more 
accurate weather forecasts like those we hope to see from the UK’s new Met Office 1.2bn supercomputer that we’re 
investing in.”  It may well be that the US and other self sufficient energy countries are comfortable going on the basis of 
assuming technology developments will occur on a timely basis. But, its clear that countries like China, India, South Korea 
and others are not prepared to do so.  And not prepared to have the confidence to rid themselves of coal power 
generation.   This is why there hasn’t been any material change in the LNG demand outlook 

https://www.whitehouse.gov/briefing-room/statements-releases/2021/03/31/fact-sheet-the-american-jobs-plan/
http://www.safgroup.ca/insights/trends-in-the-market/
https://pm.gc.ca/en/news/speeches/2021/04/22/prime-ministers-remarks-raising-our-climate-ambition-session-leaders
https://www.canada.ca/en/environment-climate-change/news/2020/12/a-healthy-environment-and-a-healthy-economy.html
https://www.iea.org/news/executive-director-speech-at-the-leaders-summit-on-climate
https://www.gov.uk/government/speeches/pm-statement-at-the-leaders-summit-on-climate-22-april-2021
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We expect the IEA’s blunt message that the gap is getting wider will be reinforced on May 18.  We have had a consistent 
view on the energy transition for the past few years.  We believe it is going to happen, but it will take longer, be a bumpy 
road and cost more than expected.  This is why we believe the demise of oil and natural gas won’t be as easy and fast as 
hoped for by the climate change side.  The IEA’s blunt warning on the gap widening should not be a surprise as they 
warned on this in June 2020.  Birol’s climate speech also highlighted that the IEA will release on May 18 its roadmap for 
how the global energy sector can reach net zero by 2050.  Our SAF Group June 11, 2020 blog “Will The Demise Of Oil 
Take Longer, Just Like Coal? IEA and Shell Highlight Delays/Gaps To A Smooth Clean Energy Transition” [LINK] feature 
the IEA’s June 2020 warning that the critical energy technologies needed to reduce emissions are nowhere near where 
they need to be.  In that blog, we said “there was an excellent illustration of the many significant areas, or major pieces of 
the puzzle, involved in an energy transition by the IEA last week.  The IEA also noted the progress of each of the major 
pieces and the overall conclusion is that the vast majority of the pieces are behind or well behind where they should be to 
meet a smooth timely energy transition.  It is important to note that these are just what the IEA calls the “critical energy 
technologies” and does not get into the wide range of other considerations needed to support the energy transition.  The 
IEA divides these “critical energy technologies “into major groupings and then ranked the progress of each of these pieces 
in its report “Tracking Clean Energy Progress” [LINK] by on track, more efforts needed, or not on track”.  Our blog 
included the below IEA June 2020 chart.   

IEA’s Progress Ranking For “Critical Energy Technologies” For Clean Energy Transition 

 
Source: IEA Tracking Clean Energy Progress, June 2020 
 

We are referencing Shell’s long term outlook for LNG   We recognize there are many different forecasts for LNG, but are 
referencing Shell’ LNG Outlook 2021 from Feb 25, 2021 for a few reasons. (i) Shell’s view on LNG is the key view for 
when and what decision will be made for LNG Canada Phase 2. (ii)  Shell is one of the global leaders in LNG supply and 
trading.  (iii) Shell provides on the record LNG outlooks every year so there is the ability to compare and make sure the 
outlook fits the story.  It does. (iv) Shell, like other supermajors, has had to make big capex cuts post pandemic and that 
certainly wouldn’t put any bias to the need for more capex.  

Shell’s March 2021 long term outlook for LNG demand was basically unchanged vs 2020 and leads to a LNG supply gap 
in mid 2020s   Shell does not provide the detailed numbers in their Feb 25, 2021 LNG forecast.  We would assume they 
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would have reflected some delay, perhaps 1 year, at Mozambique but would be surprised if they put a 2-3 year delay in 
for the 5 bcf/d from Total Phase 1 +2 and Exxon Rozuma Phase 1. Compared to their LNG Outlook 2020, it looks like 
there was no change for their estimate of global natural gas demand growth to 2040, which looked relatively unchanged at 
approx. 5,000 bcm/yr or 484 bcf/d. Similarly, long term LNG demand looked unchanged to 2040 of ~700 mm tonnes (92 
bcf/d) vs 360 mm tonnes (47 bcf/d) in 2020. In the 2021 outlook, Shell highlighted that the pandemic delayed project 
construction timelines and that the “lasting impact expected on LNG supply not demand”. And that Shell sees a LNG 
“supply-demand gap estimated to emerge in the middle of the current decade as demand rebounds”. Comparing to 2020, 
it looks like the supply-demand gap is sooner.  

Supply-demand gap estimated to emerge in the middle of the current decade 

 
Source: Shell LNG Outlook 2021, Feb 25, 2021 

 
Mozambique delays are redefining the LNG markets for the 2020s: Delaying 5 bcf/d of Mozambique new LNG supply 2-3 
years means a much bigger supply gap starting in 2025..  Even if the optimists are right, there are now delays to all major 
Mozambique LNG supply from LNG supply forecasts.  We don’t have the detail, but we believe all LNG forecasts, 
including Shell’s LNG Outlook 2021, would have included Total’s Phase 1 and Phase 2 and Exxon Rozuma Phase 1.  As 
noted earlier, we believe that the likely impact of the Mozambique security concerns is that these forecasts would likely 
have to push back 1.7 bcf/d from Total Phase 1 to at least 2026, 2.0 bcf/d Exxon Rozuma Phase 1 to at least 2027, and 
1.3 bcf/d Total Phase 2 to at least 2028/2029 with the real risk these get pushed back even further. 5.0 bcf/d is equal to 38 
mtpa.  These delays would mean there is an increasing LNG supply gap in 2025 and increasingly significantly thereafter. 
And even if a new greenfield LNG project is FID’s right away, it wouldn’t be able to step in to replace Total Phase 1 prior 
startup timing for 2024 or likely the market at all until at least 2027. Its why the decision on filling the gap will fall on 
brownfield LNG projects.   

And does this bigger, nearer supply gap force LNG players to look at what brownfield LNG projects they could advance?  
A greenfield LNG project would likely take at least until 2027 to be in operations.  Its why we believe the Mozambique 
delays will effectively force major LNG players to look to see if there are brownfield LNG projects they should look to 
advance.  Prior to the just passed winter, no one would think Shell or other major LNG players would be considering any 
new LNG FIDs in 2021.  All the big companies are in capital reduction mode and debt reduction mode. But Brent oil is 
now solidly over $60 and LNG prices hit record levels in Jan and the world’s economic and oil and gas demand outlook 
are increasing with vaccinations.  And we are starting to see companies move to increasing capex with the higher cash 
flows.   We would not expect any major LNG players to move to FID right away. But we see them watching to see if 2021 
plays out to still support this increasing LNG supply gap.  And unless new mutations prevent vaccinations from returning 
the world to normal, we suspect that major LNG players, like other oil and gas companies, will be looking to increase 
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capex as they approve 2022 budgets.  The outlook for the future has changed dramatically in the last 5 months.  The 
question facing Shell and others, should they look to FID new LNG brownfield projects in the face of an increasing LNG 
supply gap that is going to hit faster and harder than expected a few months ago. We expect these decisions to be looked 
at before the end of 2021. LNG prices will be stronger, but we expect the limiting cap in Asia will be that thermal coal will 
be used to mitigate some LNG price pressure. 

Back to Shell, does increasing LNG supply gap provide the opportunity to at least consider a LNG Canada Phase 2 FID 
over the next 9 months?  Shell is no different than any other major LNG supplier in always knowing the market and that 
the oil and gas outlook is much stronger than 6 months ago. No one has been or is talking about this Mozambique impact 
and how it will at least force major LNG players to look at if they should FID new brownfield LNG projects to take 
advantage of this increasing supply gap. We don’t have any inside contacts at Shell or LNG Canada, but that is no 
different than when we looked at the LNG markets in September 2017 and saw the potential for Shell to FID LNG Canada 
in 2018. We posted a September 20, 2017 blog “China’s Plan To Increase Natural Gas To 10% Of Its Energy Mix Is A 
Global Game Changer Including For BC LNG” [LINK]. Last time, it was a demand driven supply gap, this time, it’s a 
supply driven supply gap.  We have to believe any major LNG player, including Shell, will be at least looking at their 
brownfield LNG project list and seeing if they should look to advance FID later in 2021.  Shell has LNG Canada Phase 2, 
which would add 2 additional trains or approx. 1.8 bcf/d. And an advantage to an FID would be that Shell would be able to 
commit to its existing contractors and fabricators for a continuous construction cycle following on LNG Canada Phase 1 ie. 
to help keep a lid on capital costs. No one is talking about the need for these new brownfield LNG projects, but, unless 
Total gets back developing Mozambique and keeps the delay to a matter of months, its inevitable that these brownfield 
LNG FID internal discussions will be happening in H2/21. Especially since the oil and gas price outlook is much stronger 
than it was in the fall and companies will be looking to increase capex in 2022 budgets 

A LNG Canada Phase 2 would be a big plus to Cdn natural gas.  A LNG Canada Phase 2 FID would be a big plus for Cdn 
natural gas. It would allow another ~1.8 bcf/d of Cdn natural gas to be priced against Asian LNG prices and not against 
Henry Hub. And it would provide demand offset versus Trudeau if he moves to make electricity “emissions free” and not 
his prior “net zero emissions”. Mozambique may be in Africa, but, unless sustained peace and security is attained, it is a 
game changer to LNG outlook creating a bigger and sooner LNG supply gap. And with a stronger tone to oil and natural 
gas prices in 2021, the LNG supply gap will at least provide the opportunity for Shell to consider FID for its brownfield 
LNG Canada Phase 2 and provide big support to Cdn natural gas for back half of the 2020s. And perhaps if LNG Canada 
is exporting 3.6 bcf/d from two phases, it could help flip Cdn natural gas to a premium to US natural gas especially if 
Biden is successful in reducing US domestic natural gas consumption for electricity. The next six months will be very 
interesting to watch for LNG markets.  
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Asian LNG Buyers Abruptly Change and Lock in Long Term Supply – 
Validates Supply Gap, Provides Support For Brownfield LNG FIDs 
Posted 11am on July 14, 2021 
 
The last 7 days has shown there is a sea change as Asian LNG buyers have made an abrupt change in their LNG 
contracting and are moving to lock in long term LNG supply. This is the complete opposite of what they were doing pre-
Covid when they were trying to renegotiate Qatar LNG long term deals lower and moving away from long term deals to 
spot/short term sales. Why? We think they did the same math we did in our April 28 blog “Multiple Brownfield LNG FIDs 
Now Needed To Fill New LNG Supply Gap From Mozambique Chaos? How About LNG Canada Phase 2?” and saw a 
much bigger and sooner LNG supply gap driven by the delay of 5 bcf/d of Mozambique LNG that was built into most, if not 
all LNG supply forecasts. Asian LNG buyers are committing real dollars to long term LNG deals, which we believe is the 
best validation for the LNG supply gap. Another validation, Shell, Total and others are aggressively competing to invest 
long term capital to partner in Qatar Petroleum’s massive 4.3 bcf/d LNG expansion despite plans to reduce fossil fuels 
production in the 2020s. And even more importantly to LNG suppliers, the return to long term LNG contracts provides the 
financing capacity to commit to brownfield LNG FIDs. The abrupt change by Asian LNG buyers to long term contracts is a 
game changer for LNG markets and sets the stage for brownfield LNG FIDs likely as soon as before year end 2021. It has 
to be brownfield LNG FIDs if the gap is coming bigger and sooner.  And we return to our April 28 blog point, if brownfield 
LNG is needed, what about Shell looking at 1.8 bcf/d brownfield LNG Canada Phase 2?  LNG Canada Phase 1 at 1.8 
bcf/d capacity is already a material positive for Cdn natural gas producers.  A FID on LNG Canada Phase 2 would be 
huge, meaning 3.6 bcf/d of Cdn natural gas will be tied to Asian LNG markets and not competing in the US against Henry 
Hub.  And with a much shorter distance to Asian LNG markets.  This is why we focus on global LNG markets for our views 
on the future value of Canadian natural gas.  
 
Sea change in Asian LNG buyers is also the best validation of the LNG supply gap and big to LNG supply FIDs.  Has the 
data changed or have the market participants changed in how they react to the data?  We can’t recall exactly who said 
that on CNBC on July 12, it’s a question we always ask ourselves.  In the LNG case, the data has changed with 
Mozambique LNG delays and that has directly resulted in market participants changing and entering into long term 
contracts.  We can’t stress enough how important it is to see Asian LNG buyers move to long term LNG deals. (i) 
Validates the sooner and bigger LNG supply gap.  We believe LNG markets should look at the last two weeks of new long 
term deals for Asian LNG buyers as being the validation of the LNG supply gap that clearly emerged post Total declaring 
force majeure on its 1.7 bcf/d Mozambique LNG Phase 1 that was under construction and on track for first LNG delivery in 
2024.  Since then, markets have started to realize the Mozambique delays are much more than 1.7 bcf/d. They have seen 
major LNG suppliers change their outlook to a more bullish LNG outlook and, most importantly, are now seeing Asian 
LNG buyers changing from trying to renegotiate long term LNG deals lower to entering into long term LNG deals to have 
security of supply.  Asian LNG buyers are cozying up to Qatar in a prelude to the next wave of Asian buyer long term 
deals.  What better validation is there than companies/countries putting their money where their mouth is. (ii) Provides 
financial commitment to help push LNG suppliers to FID.  We believe these Asian LNG buyers are doing much more than 
validating a LNG supply gap to markets. The big LNG suppliers can move to FID based on adding more LNG supply to 
their portfolio, but having more long term deals provides the financial anchor/visibility to long term capital commitment 
from the buyers.  Long term contracts will only help LNG suppliers get to FID.  
 
It was always clear that the Mozambique LNG supply delay was 5.0 bcf/d, not just 1.7 bcf/d from Total Phase 1. LNG 
markets didn’t really react to Total’s April 26 declaration of force majeure on its 1.7 bcf/d Mozambique LNG Phase 1.  This 
was an under construction project that was on time to deliver first LNG in 2024.  It was in all LNG supply forecasts.  There 
was no timeline given but, on the Apr 29 Q1 call, Total said that it expected any restart decision would be least a year 
away. If so, we believe that puts any actual construction at least 18 months away.  There will be work to do just to get 
back to where they were when they were forced to stop development work on Phase 1.  Surprisingly, markets didn’t look 
the broader implications, which is why we posted our 7-pg Apr 28 blog “Multiple Brownfield LNG FIDs Now Needed To Fill 
New LNG Supply Gap From Mozambique Chaos? How About LNG Canada Phase 2?” [LINK]  We highlighted that 
Mozambique LNG delays were actually 5 bcf/d, not 1.7 bcf/d. And this 5 bcf/d of Mozambique LNG supply was built into 
most, if not all, LNG supply forecasts.  The delay in Total Phase 1 would lead to a commensurate delay in its Mozambique 
LNG Phase 2 of 1.3 bcf/d. Total Phase 2 was to add 1.3 bcf/d. There was no firm in service date, but it was expected to 
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follow closely behind Phase 1 to maintain services.  That would have put it originally in the 2026/2027 period.  But if 
Phase 1 is pushed back at least 2 years, so will the follow on Phase 2, so more likely, it will be at least 2028/2029. The 
assumption for most, if not all, LNG forecasts was that Phase 2 would follow Phase 1. Exxon Rozuma Phase 1 of 2.0 
bcf/d continues to be pushed back in timeline especially following Total Phase 1. Exxon’s Mozambique Rozuma Phase 1 
LNG will add 2.0 bcf/d and, pre-Covid, was originally expected to be in service in 2025.  The project was being delayed 
and Total’s force majeure has added to the delays. Rozuma onshore LNG facilities are right by Total. On June 20, we 
tweeted [LINK] on the Reuters report “Exclusive: Galp says it won't invest in Rovuma until Mozambique ensures security” 
[LINK].  Galp is one of Exxon’s partners in Rozuma.  Reuters reported that Galp said they won’t invest in Exxon’s Rozuma 
LNG project until the government ensures security, that this may take a while, they won’t be considering the project until 
after Total has reliably resumed work on its Phase 1, which likely puts any Rozuma decision until at least end of 2022 at 
the earliest.  Galp has taken any Rozuma Phase 1 capex out of their new capex plans thru 2025 and will have to take out 
projects in their capex plan if Rozuma does come back to work.  This puts Rozuma more likely 2028 at the earliest as 
opposed to before the original expectations of before 2025. Pre-pandemic, Exxon’s March 6, 2019 Investor Day noted 
their operated Mozambique Rovuma LNG Phase 1 was to be 2 trains each with 1.0 bcf/d capacity for total initial capacity 
of 2.0 bf/d with FID expected in 2019 and first LNG deliveries sometime before 2025.  LNG forecasts had been assuming 
Exxon Rozuma would be onstream around 2025. The 2019 FID expectation was later pushed to be expected just before 
the March 2020 investor day.  But the pandemic hit, and on March 21, 2020, we tweeted [LINK] on the Reuters story 
“Exclusive: Coronavirus, gas slump put brakes on Exxon's giant Mozambique LNG plan” [LINK] that noted Exxon was 
expected to delay the Rovuma FID. There was no timeline, but now, any FID is not expected until late 2022 at the earliest, 
that would push first LNG likely to at least 2028. What this means is that the Mozambique LNG delays are not 1.7 bcf/d 
but 5.0 bcf/d of projects that were in all, if not most, LNG supply forecasts. There is much more in our 7-pg blog. But 
Mozambique is what is driving a much bigger and sooner LNG supply gap starting ~2025 and stronger outlook for LNG 
prices 
 
One of the reasons why it went under the radar is that major LNG suppliers played stupid on the Mozambique impact. It 
makes it harder for markets to see a big deal when the major LNG suppliers weren’t making a big deal of Mozambique or 
playing stupid in the case of Cheniere in their May 4 Q1 call.  In our May 9, 2021 Energy Tidbits memo, we said we had to 
chuckle when we saw Cheniere’s response in the Q&A to its Q1 call on May 4 that they only know what we know from 
reading the Total releases on Mozambique and its impact on LNG markets.  It’s why we tweeted [LINK] “Hmm! $LNG 
says only know what we read on #LNG market impact from $TOT $XOM MZ LNG delays. Surely #TohokuElectric & other 
offtake buyers are reaching out to #Cheniere. MZ LNG delays is a game changer to LNG in 2020s, see SAF Group blog. 
Thx @olympe_mattei @TheTerminal  #NatGas”.  How could they not be talking to LNG buyers for Total and /or Exxon 
Mozambique LNG projects. In the Q1 Q&A, mgmt was asked about Mozambique and didn’t know any more than what you 
or I have read. Surely, they were speaking to Asian LNG buyers who had planned to get LNG supply from Total 
Mozambique or Exxon Rozuma Mozambique or both.  Mgmt is asked “wanted to just kind of touch on the color use talking 
about for these supply curve. And are you able to kind of provide any thoughts on the Mozambique and a deferral with the 
project of that size on 13 and TPA being deferred by we see you have you noticed any impact to the market has is there 
any impact for stage 3 with that capacity? Thanks.” Mgmt replies “No. Look, I only know about the Mozambique delay with 
what I read as well as what you read that from total and an Exxon. And it's a sad situation and I hope everybody is safe 
and healthy that were there to experience that unrest but no I don't think it's, again it's a different business paradigm than 
what we offer. So, we offer a full value product, the customer doesn't have to invest in equity, customer doesn't have to 
worry about the E&P side of the business because, we've been able to both the by at our peak almost 7 Dee's a day of 
US NAT gas from almost a 100 different producers on 26 different pipelines and deliver it to our to facilities. So we take 
care of a lot of what the customer needs”. 
 
There are other LNG supply delays/interruptions beyond Mozambique. There have been a number of other smaller LNG 
delay or existing supply interruptions that add to Asian LNG buyers feeling less secure about the reliability of mid to long 
term LNG supply.  Here are just a few examples. (i) Total Papua LNG 0.74 bcf/d. On June 8, we tweeted [LINK] “Timing 
update Papua #LNG project.  $OSH June 8 update "2022 FEED, 2023 FID targeting 2027 first gas".  $TOT May 5 update 
didn't forecast 1st gas date. Papua is 2 trains w/ total capacity 0.74 bcf/d.”  We followed the tweet saying [LINK] “Bigger 
#LNG supply gap being created >2025. Papua #LNG originally expected FID in 2020 so 1st LNG is 2 years delayed. 
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Common theme - new LNG supply is being delayed ie. [Total] Mozambique. Don't forget need capacity>demand due to 
normal maintenance, etc. Positive for LNG.”  (ii) Chevron’s Gorgon. A big LNG story in H2/20 was the emergence of weld 
quality issues in the propane heat exchangers at Train 2, which required additional downtime for repair.  Train 2 was shut 
on May 23 with an original restart of July 11, but the repairs to the weld quality issues meant it didn’t restart until late Nov.  
The same issue was found in Train 1 but repairs were completed.  However extended downtime for the trains led to lower 
LNG volumes.  Gorgon produced ~2.3 bcf/d in 2019 but was down to 2.0 bcf/d in 2020. (iii) Equinor’s Melkoeya 0.63 bcf/d 
shut down for 18 months due to a fire. A massive fire led to the Sept 28, 2020 shutdown of the 0.63 bcf/d Melkoeya LNG 
facility in Norway. On April 26, Equinor released “Revised start-up date for Hammerfest LNG” [LINK] with regard to the 
0.63 bcf/d Melkoeya LNG facility.  The original restart date was Oct 1, 2021 (ie. a 12 month shut down), but Equinor said 
“Due to the comprehensive scope of work and Covid-19 restrictions, the revised estimated start-up date is set to 31 March 
2022”.  When we read the release, it seemed like Equinor was almost setting the stage for another potential delay in the 
restart date.  Equinor had two qualifiers to this March 31, 2022 restart date. Equinor said “there is still some uncertainty 
related to the scope of the work” and “Operational measures to handle the Covid-19 situation have affected the follow-up 
progress after the fire. The project for planning and carrying out repairs of the Hammerfest LNG plant must always comply 
with applicable guidelines for handling the infection situation in society. The project has already introduced several 
measures that allow us to have fewer workers on site at the same time than previously expected. There is still uncertainty 
related to how the Covid-19 development will impact the project progress.”   
 
Cheniere stopped the game playing the game on June 30. Our July 4, 2021 Energy Tidbits memo noted that it looks like 
Cheniere has stopped playing stupid with respect to the strengthening LNG market in 2021.  We can’t believe they 
thought they were fooling anyone, especially their competitors. Bu that week, they came out talking about how commercial 
discussions have picked up in 2021 and it’s boosted their hope for a Texas (Corpus Christi)  LNG expansion. On 
Wednesday, Platts reported “Pickup in commercial talks boosts Cheniere's hopes on mid-scale LNG project” [LINK]  Platts 
wrote “Cheniere Energy expects to make a "substantial dent" by the end of 2022 in building sufficient buyer support for a 
proposed mid-scale expansion at the site of its Texas liquefaction facility, Chief Commercial Officer Anatol Feygin said 
June 30 in an interview.” “ As a result, he said, " The commercial engagement, I think it is very fair to say, has really 
picked up steam, and we are quite optimistic over the coming 12-18 months to make a substantial dent in that Stage 3 
commercialization."   Platts also reported that Cheniere noted this has been a tightening market all year (ie would have 
been known by the May 4 Q1 call). Platts wrote “We obviously find ourselves at the beginning of this year and throughout 
in a very tight market where prices today into Asia and into Europe are at levels that we frankly haven't seen in a decade-
plus," Feygin said. "We've surpassed the economics that the industry saw post the Fukushima tragedy in March 2011, 
and that's happened in the shoulder period."  It’s a public stance as to a more bullish LNG outlook  
 
But we still see major LNG suppliers like Australia hinting but not outright saying that LNG supply gap is coming sooner.  
We have to believe Australia will be unveiling a sooner LNG supply gap in their September forecast.  On June 28, we 
tweeted [LINK] on Australia’s Resources and Energy Quarterly released on Monday [LINK] because there was a major 
change to their LNG outlook versus their March forecast. We tweeted “#LNGSupplyGap. AU June fcast now sees #LNG 
mkt tighten post 2023 vs Mar fcast excess supply thru 2026. Why? $TOT Mozambique delays. See below SAF Apr 28 
blog. Means brownfield LNG FID needed ie. like #LNGCanada Phase 2. #OOTT #NatGas”.  Australia no longer sees 
supply exceeding demand thru 2026.  In their March forecast, Australia said “Nonetheless, given the large scale 
expansion of global LNG capacity in recent years, demand is expected to remain short of total supply throughout the 
projection period.”  Note this is thru 2026 ie. a LNG supply surplus thru 2026.  But on June 28, Australia changed that 
LNG outlook and now says the LNG market may tighten beyond 2023.  Interestingly, the June forecast only goes to 2023 
and not to 2026 as in March. Hmmm!  On Monday, they said “Given the large scale expansion of global LNG capacity in 
recent years, import demand is expected to remain short of export capacity throughout the outlook period. Beyond 2023, 
the global LNG market may tighten, due to the April 2021 decision to indefinitely suspend the Mozambique LNG project, in 
response to rising security issues. This project has an annual nameplate capacity of 13 million tonnes, and was previously 
expected to start exporting LNG in 2024.”  13 million tonnes is 1.7 bcf/d so they are only referring to Total Mozambique 
LNG Phase 1. So no surprise the change is Mozambique LNG driven but we have to believe the reason why they cut their 
forecast off this time at 2023 is that they are looking at trying to figure out what to forecast beyond 2023 in addition to 
Total Phase 1.  And, importantly, we believe they will be changing their LNG forecast for more than Mozambique ie. India 
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demand that we highlight later in the blog.  They didn’t say anything else specific on Mozambique but, surely they have to 
also be delaying the follow on Total Phase 2 of 1.3 bcf/d and Exxon Rozuma Phase 1 of 2.0 bcf/d.   
 
Australia’s LNG Outlook: March 2021 vs June 2021 Forecasts 

 
Source: Australia Resources and Energy Quarterly  

 
Clearly Asian LNG buyers did the math, saw the new LNG supply gap and were working the phones in March/April/May 
trying to lock up long term supply.  We wrote extensively on the Total Mozambique LNG situation before the April 26 force 
majeure as it was obvious that delays were coming to a project counted on for first LNG in 2024.  Total had shut down 
Phase 1 development in December for 3 months due to the violence and security risks. It restarted development on Wed 
March 24, violence/attacks immediately resumed for 3 consecutive days, and then Total suspended development on Sat 
March 27.  That’s why no one should have been surprised by the April 26 force majeure.  Asian LNG buyers were also 
seeing this and could easily do the same math we were doing and saw a bigger and sooner LNG supply gap.  They were 
clearly working the phones with a new priority to lock up long term LNG supply. Major long term deals don’t happen 
overnight, so it makes sense that we started to see these new Asian long term LNG deals start at the end of June. 
 
A big pivot from trying to renegotiate down long term LNG deals or being happy to let long term contracts expire and 
replace with spot/short term LNG deals. This is a major pivot or abrupt turn on the Asian LNG buyers contracting strategy 
for the 2020s.  There is the natural reduction of long term contracts as contracts reach their term.  But with the weakness 
in LNG prices in 2019 and 2020, Asian LNG buyers weren’t trying to extend long term contracts, rather, the push was to 
try to renegotiate down its long term LNG deals.  The reason was clear, as spot prices for LNG were way less than long 
term contract prices.  And this led to their LNG contracting strategy – move to increase the proportion of spot LNG 
deliveries out of total LNG deliveries. Shell’s LNG Outlook 2021 was on Feb 25, 2021 and included the below graphs.  
The spot LNG price derivation from long term prices in 2019 and 2020 made sense for Asian LNG buyers to try to change 
their contract mix.  Yesterday, Maeil Business News Korea reported on the new Qatar/Kogas long term LNG deal with its 
report “Korea may face LNG supply cliff or pay hefty price after long-term supplies run out” [LINK], which highlighted this 
very concept – Korea wasn’t worried about trying to extend expiring long term LNG contracts.  Maeil wrote “Seoul in 2019 
secured a long-term LNG supply contract with the U.S. for annual 15.8 million tons over a 15-year period. But even with 
the latest two LNG supply contracts, the Korean government needs extra 6 million tons or more of LNG supplies to keep 
up the current power pipeline.  By 2024, Korea’s long-term supply contracts for 9 million tons of LNG will expire - 4.92 
million tons on contract with Qatar and 4.06 million tons from Oman, according to a government official who asked to be 
unnamed.” 
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Spot LNG deliveries and Spot deviation from term price 

 
Source: Shell LNG Outlook 2021 on Feb 25, 2021 
 

Asian LNG buyers moving to long term LNG deals provide financing capacity for brownfield LNG FIDs. We believe this 
abrupt change and return to long term LNG deals is even more important to LNG suppliers who want to FID new projects. 
The big LNG players like Shell can FID new LNG supply without new long term contracts as they can build into their 
supply options to fill their portfolio of LNG contracts.  But that doesn’t mean the big players don’t want long term LNG 
supply deals, as having long term LNG contracts provide better financing capacity for any LNG supplier.  It takes big 
capex for LNG supply and long term deals make the financing easier.  
 
Four Asian buyer long term LNG deals in the last week.  It was pretty hard to miss a busy week for reports of new Asian 
LNG buyer long term LNG deals.  There were two deals from Qatar Petroleum, one from Petronas and one from BP.  The 
timing fits, it’s about 3 months after Total Mozambique LNG problems became crystal clear. And as noted later, there are 
indicators that more Asian buyer LNG deals are coming.    
 

Petronas/CNOOC is 10 yr supply deal for 0.3 bcf/d.  On July 7, we tweeted [LINK] on the confirmation of a big 
positive to Cdn natural gas with the Petronas announcement [LINK] of a new 10 year LNG supply deal for 0.3 
bcf/d with China’s CNOOC.  The deal also has special significance to Canada.  (i) Petronas said “This long-term 
supply agreement also includes supply from LNG Canada when the facility commences its operations by middle 
of the decade”.  This is a reminder of the big positive to Cdn natural gas in the next 3 to 4 years – the start up of 
LNG Canada Phase 1 is ~1.8 bcf/d capacity.  This is natural gas that will no longer be moving south to the US or 
east to eastern Canada, instead it will be going to Asia.  This will provide a benefit for all Western Canada natural 
gas.  (ii) First ever AECO linked LNG deal. It’s a pretty significant event for a long term Asia LNG deal to now 
have an AECO link.  Petronas wrote “The deal is for 2.2 million tonnes per annum (MTPA) for a 10-year period, 
indexed to a combination of the Brent and Alberta Energy Company (AECO) indices. The term deal between 
PETRONAS and CNOOC is valued at approximately USD 7 billion over ten years.”  2.2 MTPA is 0.3 bcf/d.  (iii) 
Reminds of LNG Canada’s competitive advantage for low greenhouse gas emissions. Petronas said “Once ready 
for operations, the LNG Canada project paves the way for PETRONAS to supply low greenhouse gas (GHG) 
emission LNG to the key demand markets in Asia.”   
 
Qatar Petroleum/CPC (Taiwan) is 15 yr supply deal for 0.16 bcf/d. Pre Covid, Qatar was getting pressured to 
renegotiate lower its long term LNG contract prices. Now, it’s signing a 15 year deal.  On July 9, they entered in a 
new small long term LNG sales deal [LINK], a 15-yr LNG Sale and Purchase Agreement with CPC Corporation in 
Taiwan to supply it ~0.60 bcf/d of LNG.   LNG deliveries are set to begin in January 2022.  H.E. Minister for 
Energy Affairs & CEO of Qatar Petroleum Al-Kaabi said “We are pleased to enter into this long term LNG SPA, 
which is another milestone in our relationship with CPC, which dates back to almost three decades. We look 
forward to commencing deliveries under this SPA and to continuing our supplies as a trusted and reliable global 
LNG provider.”   The pricing was reported to be vs a basket of crudes.  
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BP/Guangzhou Gas, a 12-yr supply deal for 0.13 bcf/d. On July 9, there was a small long term LNG supply deal 
with BP and Guangzhou Gas (China). Argus reported [LINK] BP had signed a 12 year LNG supply deal with 
Guangzhou Gas (GG), a Chinese city’s gas distributor, which starts in 2022. The contract prices are to be linked 
to an index of international crude prices. Although GG typically gets its LNG from the spot market, it used a tender 
in late April for ~0.13 bcf/d  starting in 2022.    BP’s announcement looks to be for most of the tender, so it’s a 
small deal.  But it fit into the trend this week of seeing long term LNG supply deals to Asia.  This was intended to 
secure deliveries to the firm’s Xiaohudao import terminal which will become operational in August 2022. 
 
Qatar/Korea Gas is a 20-yr deal to supply 0.25 bcf/d.  On Monday, Reuters reported [LINK] “South Korea's energy 
ministry said on Monday it had signed a 20-year liquefied natural gas (LNG) supply agreement with Qatar for the 
next 20 years starting in 2025. South Korea's state-run Korea Gas Corp (036460.KS) will buy 2 million tonnes of 
LNG annually from Qatar Petroleum”.  There was no disclosure of pricing.  
 

More Asian buyer long term LNG deals (ie. India) will be coming. There are going to be more Asian buyer long term LNG 
deals coming soon.  Our July 11, 2021 Energy Tidbits highlighted how India’s new petroleum minister Hardeep Singh Puri 
(appointed July 8) hit the ground running with what looks to be a priority to set the stage for more India long term LNG 
deals with Qatar.  On July 10, we retweeted [LINK] “New India Petroleum Minister hits ground running.   What else w/ 
Qatar but #LNG. Must be #Puri setting stage for long term LNG supply deal(s). Fits sea change of buyers seeing 
#LNGSupplyGap (see SAF Apr 28 blog http://safgroup.ca) & wanting to tie up LNG supply. #OOTT”.  It’s hard to see any 
other conclusion after seeing what we call a sea change in LNG buyer mentality with a number of long term LNG deals 
this week. Puri tweeted [LINK] “Discussed ways of further strengthening mutual cooperation between our two countries in 
the hydrocarbon sector during a warm courtesy call with Qatar’s Minister of State for Energy Affairs who is also the 
President & CEO of @qatarpetroleum HE Saad Sherida Al-Kaabi”.  As noted above, we believe there is a sea change in 
LNG markets that was driven by the delay in 5 bcf/d of LNG supply from Mozambique (Total Phase 1 & Phase 2, and 
Exxon Rozuma Phase 1) that was counted on all LNG supply projections for the 2020s.  Puri’s tweet seems to be him 
setting the stage for India long term LNG supply deals with Qatar.   
 
Supermajors are aggressively competing to commit 30+ year capital to Qatar’s LNG expansion despite stated goal to 
reduce fossil fuels production. It’s not just Asian LNG buyers who are now once again committing long term capital to 
securing LNG supply, it’s also supermajors all bidding to be able to commit big capex to part of Qatar Petroleum’s 4.3 
bcf/d LNG expansion. Qatar Petroleum received a lot of headlines following the their June 23 announcement on its LNG 
expansion [LINK] on how they received bids for double the equity being offered.  And there were multiple reports that 
these are on much tougher terms for Qatar’s partners.  Qatar Petroleum CEO Saad Sherida Al-Kaabi specifically noted 
that, among the bidders, were Shell, Total and Exxon.  Shell and Total have two of the most ambitious plans to reduce 
fossil fuels production in the 2020’s, yet are competing to allocate long term capital to increase fossil fuels production. And 
Shell and Total are also two of the global LNG supply leaders.  It has to be because they are seeing a bigger and sooner 
LNG supply gap. 
 
Remember Qatar’s has a massive expansion but India alone needs 3x the Qatar expansion LNG capacity. In addition to 
the competition to be Qatar Petroleum’s partners, we remind that, while this is a massive 4.3 bcf/d LNG expansion, India 
alone sees its LNG import growing by ~13 bcf/d to 2030.  The Qatar announcement reminded they see a LNG supply gap 
and continued high LNG prices. We had a 3 part tweet.  (i) First, we highlighted [LINK] “1/3. #LNGSupplyGap coming. big 
support for @qatarpetroleum  expansion to add 4.3 bcf/d LNG. but also say "there is a lack of investments that could 
cause a significant shortage in gas between 2025-2030"  #NatGas #LNG”.  This is after QPC accounts for their big LNG 
expansion. The QPC release said “However, His Excellency Al-Kaabi voiced concern that during the global discussion on 
energy transition, there is a lack of investment in oil and gas projects, which could drive energy prices higher by stating 
that “while gas and LNG are important for the energy transition, there is a lack of investments that could cause a 
significant shortage in gas between 2025-2030, which in turn could cause a spike in the gas market.”  (ii) Second, this is a 
big 4.3 bcf/d expansion, but India alone has 3x the increase in LNG import demand.  We tweeted [LINK] “2/3. Adding 4.3 
bcf/d is big, but dwarfed by items like India. #Petronet gave 1st specific forecast for what it means if #NatGas is to be 15% 
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of energy mix by 2030 - India will need to increase #LNG imports by ~13 bcf/d.  See SAF Group June 20 Energy Tidbits 
memo.”  (iii) Third, Qatar’s supply gap warning is driven by the lack of investments in LNG supply.  We agree, but note 
that the lack of investment is in great part due to the delays in both projects under construction and in FIDs that were 
supposed to be done in 2019.  We tweeted [LINK] “3/3. #LNGSupplyGap is delay driven. $TOT Mozambique Phase 1 
delay has chain effect, backs up 5 bcf/d. See SAF Group Apr 28 blog Multiple Brownfield LNG FIDs Now Needed To Fill 
New #LNG Supply Gap From Mozambique Chaos? How About LNG Canada Phase 2? #NatGas.”   
 
Seems like many missed India’s first specific LNG forecast to 2030. Our June 20, 2021 Energy Tidbits memo highlighted 
the first India forecast that we have seen to estimate the required growth in natural gas consumption and LNG imports if 
India is to meet its target for natural gas to be 15% of its energy mix by 2030. India will need to increase LNG imports by 
~13 bcf/d or 3 times the size of the Qatar LNG expansion. Our June 6, 2021 Energy Tidbits noted the June 4 tweet from 
India’s Energy Minister Dharmendra Pradhan [LINK] reinforcing the 15% goal “We are rapidly deploying natural gas in our 
energy mix with the aim to increase the share of natural gas from the current 6% to 15% by 2030.”  But last week, 
Petronet CEO AK Singh gave a specific forecast. Reuters report “LNG’s share of Indian gas demand to rise to 70% by 
2030: Petronet CEO” [LINK] included Petronet’s forecast if India is to hit its target for natural gas to be 15% of energy mix 
by 2030.  Singh forecasts India’s natural gas consumption would increase from current 5.5 bcf/d to 22.6 bcf/d in 2030. 
And LNG shares would increase from 50% to 70% of natural gas consumption ie. an increase in LNG imports of ~13 bcf/d 
from just under 3 bcf/d to 15.8 bcf/d in 2030.  Singh did not specifically note his assumption for India’s natural gas 
production, but we can back into the assumption that India natural gas production grows from just under 3 bcf/d to 6.8 
bcf/d. It was good to finally see India come out with a specific forecast for 2030 natural gas consumption and LNG imports 
if India is to get natural gas to 15% of its energy mix in 2030.  Petronet’s Singh forecasts India natural gas consumption to 
increase from 5.5 bcf/d to 22.6 bcf/d in 2030.  This forecast is pretty close to our forecast in our Oct 23, 2019 blog “Finally, 
Some Visibility That India Is Moving Towards Its Target For Natural Gas To Be 15% Of Its Energy Mix By 2030”.  Here 
part of what we wrote in Oct 2019.  “It’s taken a year longer than we expected, but we are finally getting visibility that India 
is taking significant steps towards India’s goal to have natural gas be 15% of its energy mix by 2030.  On Wednesday, we 
posted a SAF blog [LINK] “Finally, Some Visibility That India Is Moving Towards Its Target For Natural Gas To Be 15% Of 
Its Energy Mix By 2030”.  Our 2019 blog estimate was for India natural gas demand to be 24.0 bcf/d in 2030 (vs Singh’s 
22.6 bcf/d) and for LNG import growth of +18.4 bcf/d to 2030 (vs Singh’s +13 bcf/d).  The difference in LNG would be due 
to our Oct 2019 forecast higher natural gas consumption by 1.4 bcf/d plus Singh forecasting India natural gas production 
+4 bcf/d to 2030.  Note India production peaked at 4.6 bcf/d in 2010.  
 
Bigger, nearer LNG supply gap + Asian buyers moving to long term LNG deals = LNG players forced to at least look at 
what brownfield LNG projects they could advance and move to FID. All we have seen since our April 28 blog is more 
validation of the bigger, nearer LNG supply gap.  And now market participants (Asian LNG buyers) are reacting to the new 
data by locking up long term supply. Cheniere noted how the pickup in commercial engagement means they “are quite 
optimistic over the coming 12-18 months to make a substantial dent in that Stage 3 commercialization."  Cheniere can’t be 
the only LNG supplier having new commercial discussions. It’s why we believe the Mozambique delays + Asian LNG 
buyers moving to long term deals will effectively force major LNG players to look to see if there are brownfield LNG 
projects they should look to advance.  Prior to March/April, no one would think Shell or other major LNG players would be 
considering any new LNG FIDs in 2021.  Covid forced all the big companies into capital reduction mode and debt 
reduction mode. But Brent oil is now solidly over $70, and LNG prices are over $13 this summer and the world’s economic 
and oil and gas demand outlook are increasing with vaccinations.  And we are starting to see companies move to 
increasing capex with the higher cash flows. The theme in Q3 reporting is going to be record or near record oil and gas 
cash flows, reduced debt levels and increasing returns to shareholders. And unless new mutations prevent vaccinations 
from returning the world to normal, we suspect that major LNG players, like other oil and gas companies, will be looking to 
increase capex as they approve 2022 budgets.  The outlook for the future has changed dramatically in the last 8 months.  
The question facing major LNG players like Shell is should they look to FID new LNG brownfield projects in the face of an 
increasing LNG supply gap that is going to hit faster and harder and Asian LNG buyers prepared to do long term deals.  
We expect these decisions to be looked at before the end of 2021 for 2022 capex budget/releases.  One wildcard that 
could force these decisions sooner is the already stressed out global supply chain. We have to believe that discussion 
there will be pressure for more Asian LNG buyer long term deals sooner than later. 
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For Canada, does the increasing LNG supply gap provide the opportunity to at least consider a LNG Canada Phase 2 FID 
over the next 6 months?  Our view on Shell and other LNG players is unchanged since our April 28 blog. Shell is no 
different than any other major LNG supplier in always knowing the market and that the oil and gas outlook is much 
stronger than 9 months ago. Even 3 months post our April 28 blog, we haven’t heard any significant talks on how major 
LNG players will be looking at FID for new brownfield LNG projects. We don’t have any inside contacts at Shell or LNG 
Canada, but that is no different than when we looked at the LNG markets in September 2017 and saw the potential for 
Shell to FID LNG Canada in 2018. We posted a September 20, 2017 blog “China’s Plan To Increase Natural Gas To 10% 
Of Its Energy Mix Is A Global Game Changer Including For BC LNG” [LINK]. Last time, it was a demand driven supply 
gap, this time, it’s a supply driven supply gap.  We have to believe any major LNG player, including Shell, will be at least 
looking at their brownfield LNG project list and seeing if they should look to advance FID later in 2021.  Shell has LNG 
Canada Phase 2, which would add 2 additional trains or approx. 1.8 bcf/d. And an advantage to an FID would be that 
Shell would be able to commit to its existing contractors and fabricators for a continuous construction cycle following on 
LNG Canada Phase 1 ie. to help keep a lid on capital costs. We believe maintaining a continuous construction cycle is 
even more important given the stressed global supply chain. No one is talking about the need for these new brownfield 
LNG projects, but, unless some major change in views happen, we believe its inevitable that these brownfield LNG FID 
internal discussions will be happening in H2/21. Especially since the oil and gas price outlook is much stronger than it was 
in the fall and companies will be looking to increase capex in 2022 budgets. 

A LNG Canada Phase 2 would be a big plus to Cdn natural gas.  LNG Canada Phase 1 is a material natural gas 
development as its 1.8 bcf/d capacity represents approx. 20 to 25% of Cdn gas export volumes to the US.  The EIA data 
shows US pipeline imports of Cdn natural gas as 6.83 bcf/d in 2020, 7.36 bcf/d in 2019, 7.70 bcf/d in 2018, 8.89 bcf/d in 
2017, 7.97 bcf/d in 2016, 7.19 bcf/d in 2015 and 7.22 bcf/d in 2014.  A LNG Canada Phase 2 FID would be a huge plus 
for Cdn natural gas. It would allow another ~1.8 bcf/d of Cdn natural gas to be priced against pricing points other than 
Henry Hub. And it would provide demand offset versus Trudeau if he moves to make electricity “emissions free” and not 
his prior “net zero emissions”. Mozambique has been a game changer to LNG outlook creating a bigger and sooner LNG 
supply gap. And with a stronger tone to oil and natural gas prices in 2021, the LNG supply gap will at least provide the 
opportunity for Shell to consider FID for its brownfield LNG Canada Phase 2 and provide big support to Cdn natural gas 
for the back half of the 2020s. And perhaps if LNG Canada is exporting 3.6 bcf/d from two phases, it could help flip Cdn 
natural gas to a premium vs US natural gas especially if Biden is successful in reducing US domestic natural gas 
consumption for electricity. The next six months will be very interesting to watch for LNG markets and Cdn natural gas 
valuations. Imagine the future value of Cdn natural gas is there was visibility for 3.6 bcf/d of Western Canada natural gas 
to be exported to Asia.   

 



https://www.facebook.com/permalink.php?story_fbid=pfbid0LP66aLjQ1FnZ5ruzcapXcCAAC2EaqPCdCTm2vaL9xHXihkfG
hKVkB1V8iXExogi4l&id=524335271311416&__tn__=K‐R 

  Offshore Alliance 

18 hrs  

It is more than 2 years from the day that the Offshore Alliance first asked Shell to commence bargaining for an 
Enterprise Agreement on the Prelude FLNG. In June 2020, Shell's HR bosses sent formal correspondence to the Union, 
advising that they were refusing to bargain with their Prelude FLNG workforce. 

The Offshore Alliance lawyers had to file a Majority Support Determination application in the Fair Work Commission to 
ensure that our members could exercise their lawful workplace right to commence bargaining for an EBA. 

In the Fair Work Commission, Shell’s HR bosses even claimed that the Prelude FLNG workforce didn’t want to be 
covered by an EBA. 

Sure thing Shell. Who would want to be employed under a dodgy OPPM which can be unilaterally changed by Shell’s HR 
bosses whenever and however they liked? 

Clearly SFA of the Prelude employees, who were fed by by Shell's HR and Prelude Operations bosses running the Prelude 
like their feudal fiefdom. 

In a secret ballot of members run by an independent ballot company, the overwhelming majority of Prelude employees 
showed how out of touch Shell’s HR bosses were with the Prelude FLNG workforce, and overwhelmingly voted ‘YES’ to 
bargaining. 

When we eventually got Shell to the bargaining table, Shell’s HR bosses threatened to cut employees’ entitlements back 
to the Award, and initially refused to allow Employee Reps to attend bargaining meetings whilst on the Prelude. 

Great work Shell. The only thing in the Shell HR toolbox is to dish out threats. 

Shell HR also refused to accept that the Employee Bargaining Reps voted up by their respective Panels, had a right to 
speak on behalf of their workmates. 

Shell HR adopted a hostile and antagonistic approach to bargaining from the outset. 

In August 2021, Shell refused to continue bargaining (using the excuse of a failed application by the AMOU to represent 
their 1 and only member), and bargaining only resumed in February this year. 

The bargaining negotiations this year were marred by a clear lack of authority by Shell’s negotiating team. 

Shell’s bargaining negotiators claimed that they couldn’t make remuneration decisions because all remuneration 
matters were dealt with by Shell’s ‘Remuneration Committee’. 

Shell’s negotiating team claimed that they had never met the Shell Remuneration Committee, didn’t know who they 
were, didn’t know their names, and didn’t even know what country they were from. Yet got their bargaining instructions 
from them. 

Explain this one Harvey Norman! What a debacle. 

Meeting after meeting was spent discussing the same simple bargaining claims which Shell’s negotiators couldn’t get 
signed off by their more senior management. 

Shell’s bargaining has been so dysfunctional that their HR bosses sent an email to members claiming that they intended 
to roll out a sub-standard EBA to vote, despite having scheduled two meetings to discuss our unresolved bargaining 
claims regarding job security and Tier 1 remuneration. 

Shell’s HR bosses even had the audacity of claiming that they had sorted out our members key bargaining claims. This 
was clearly all bullshit as 95% of the Prelude crew voted ‘NO’ to the dodgy deal Shell had rolled out. 

The HR bosses and other Prelude Operations managers who were spruiking about how confident they were of getting a 
‘YES’ vote, are clearly out of touch and should be sacked. 

With a continued failure of Shell to prepare for Plan B and agree to job security and our other key bargaining claims, PIA 
has ramped up to the point where Shell have now lost more than $800 million in production and gas sales. 

$800 million of lost production Shell? Over a cost neutral claim regarding job security and paying Tier 1 rates of pay! 



This is at a time when Shell have made a profit of $20 Billion profit in the first 6 months of this year. 

It is also at a time when Europe is desperate for every cargo of gas it can get its hands on, and is already rationing gas 
supplies. 

Shell’s threats to lock employees out, refuse to bargain unless PIA is lifted and scrap the Turnaround planned for 
September/October this year have only strengthened the resolve of members. 

The way Shell are going with their threat to cancel the Turnaround, they will lose their Licence to Operate. 

The Offshore Alliance and our members are not going to back down to these types of threats and will keep production 
locked down until Shell resolve our bargaining claims. 

Shell need to explain to its European customers why they have refused to agree to secure jobs and Tier 1 pay rates for its 
Prelude workforce and can’t supply Europe with the gas that it desperately needs. 

Shell’s London management need to have a close look at the shambolic handling of the Prelude EBA negotiations by their 
Australian HR and Prelude Operations management team. 

Shell’s HR and Prelude Operations management team need to be cleaned out and replaced for creating the mess which 
Shell now find themselves in on the Prelude. 

The Shell Prelude HR and Operations bosses who have overseen this mess will never, ever regain the trust or respect of 
the Prelude FLNG workforce. It’s gone for good. 

Our members will take lawful Protected Industrial Action for as long as it takes to ensure jobs are locked in and Tier 1 
rates of pay are included in an EBA. 

The jobs of Offshore Alliance members is not for sale to the lowest bidder. 

IF YOU DON’T FIGHT, YOU LOSE! 
 



























Centrica Says UK Rough Gas Storage Could Be Ready for Winter 
2022‐07‐28 08:53:42.502 GMT 
 
 
By Elena Mazneva and Rachel Morison 
(Bloomberg) ‐‐ Britain’s biggest natural gas storage site 
could be restored in time for winter, a move that would help 
secure supplies for heating as Russia curbs flows of the fuel to 
Europe. 
Centrica Plc, the owner of the Rough facility, is still 
hammering out a deal with the government on details including 
subsidies for getting the retired storage site back in regular 
operation. Capacity would be brought back gradually, providing 
further relief for surging gas prices next winter, too.  
“Physically it’s possible, but there’s a whole bunch of 
things that we need to go through and we are working on it right 
now,” Centrica Chief Executive Officer Chris O’Shea told 
reporters on Thursday. “We are right now doing the engineering 
to make sure that it can physically happen and we’re doing that 
at our own cost.” 
Europe is racing to stockpile gas ahead of the cold season 
with fears mounting the continent will struggle to keep the 
lights on given dwindling supplies from Russia following its 
invasion of Ukraine. The decision by Centrica and the UK 
government to close storage operations at Rough in 2017 ‐‐ when 
Europe’s supplies from Russia were plentiful ‐‐ has been widely 
criticized as it’s left the UK deeply exposed to gas flow 
disruptions in winter.  
Centrica will pay to make Rough operational but is seeking 
longer‐term guarantees from the government on price, such as a 
contract for difference, O’Shea said. 
Restoring Rough has become increasingly urgent. Britain 
faces “knock‐on impacts” for the country’s energy supplies such 
as rocketing prices if Russia cuts off flows to Europe, National 
Grid Plc said Thursday in its early winter outlook.  
The Rough site, a depleted gas field before its conversion 
to a storage facility, has still been extracting fuel for the 
past few years. The overall cost to convert it back to a reserve 
site, with the longer‐term prospect of storing hydrogen, is 
estimated at about £2 billion ($2.4 billion). Centrica received 
first approval earlier this month to re‐open Rough for storage. 
Read more: UK Grid Warns Energy Costs Could Skyrocket Amid 
Russia Gas Curbs 
While the UK has its own gas production in the North Sea 
and several terminals to receive liquefied natural gas from 
across the globe, it also relies on supplies from Norway in 
winter, as well as flows from the continent through two major 
pipelines. 
Ultimately, Rough should get back its role as a leading 
European gas storage facility, which would help reduce record 
energy bills for UK consumers, O’Shea said.  
Rough’s initial return to service would equate to 10 LNG 
cargoes, he said. “And then we would hope to make a big 



investment next year to double that capacity for next winter.” 
 
To contact the reporters on this story: 
Elena Mazneva in London at emazneva@bloomberg.net; 
Rachel Morison in London at rmorison@bloomberg.net 
To contact the editors responsible for this story: 
Isis Almeida at ialmeida3@bloomberg.net 
Rachel Morison, Andrew Reierson 
 
To view this story in Bloomberg click here: 
https://blinks.bloomberg.com/news/stories/RFPZIOT1UM0Y 
 



https://www.reuters.com/article/ukraine‐crisis‐gas‐nordstream‐turbine‐idAFL8N2YU412 

COMMODITIES NEWS 

JULY 26, 202210:15 AMUPDATED 5 DAYS AGO 

EXPLAINER-Nord Stream's turbine tussle 
puts spotlight on equipment 
By Reuters Staff 
5  M I N  R E A D  

* This content was produced in Russia where the law restricts coverage of Russian 
military operations in Ukraine (Adds Siemens Energy comment) 

MOSCOW, July 26 (Reuters) - The bickering over a turbine Moscow says is to 
blame for a reduction of gas flows via Nord Stream 1 has put into focus the 
equipment the pipeline needs to operate. 

At the heart of the tussle lies SGT-A65, a Siemens Energy turbine that is 12 metres 
long and weighs 20 tonnes, and needs to be transported back to Gazprom’s Nord 
Stream Portovaya compressor station after undergoing maintenance. 

The turbine is stuck in transit in Germany, with Russia pointing to outstanding 
issues around its transport and sanctions, while Germany is blaming Moscow for 
deliberately holding up the process. 

The Kremlin on Tuesday said a second turbine at the compressor station has some 
defects. 

Siemens Energy said its turbine maintenance was a routine procedure, and that there 
had been no complications during the last 10 years of maintenance. 

“At this point in time, we thus see no link between the turbine and the gas cuts that 
have been implemented or announced,” it said. 

WHAT’S THE PROBLEM? 

President Vladimir Putin says the West has unleashed an economic war aimed at 
destroying Russia and its economy, and has promised to sell Russia’s vast energy 
resources to countries in Asia such as China if European customers do not want to 
buy them. 



Kremlin-controlled Gazprom is cutting capacity of Nord Stream 1, the single 
biggest pipeline carrying Russian gas to Germany, to 20% over what it describes as 
faulty equipment, most notably the delayed return of the SGT-A65 turbine. 

Germany disputes that and has said that the turbines are a pretext, and that Moscow 
is using gas as a political weapon. “They don’t even have the guts to say ‘we are in 
an economic war with you’,” German Economy Minister Robert Habeck said on 
Monday. 

Gazprom has also halted another Siemens Energy gas turbine at the station, citing 
routine maintenance and the “technical condition” of the engine. 

TURBINES AND COMPRESSORS 

Eight industrial aeroderivative gas turbines were originally manufactured by Rolls-
Royce for the Portovaya station. Rolls-Royce’s gas turbine-making operations were 
bought by Siemens Energy in 2014. 

These turbines are needed to power so-called driving centrifugal compressors, 
which essentially raise pressure by condensing gas volumes to ensure smooth 
transport of the fuel. 

According to Gazprom, six of the gas pumping units at Portovaya have a capacity 
of 52 megawatts (MW) each, while two units have a capacity of 27 MW each. 

In addition, there are four spare turbines on site to make sure the station keeps 
pumping if some equipment has to leave the site for maintenance, which usually 
happens every two to three years, a person familiar with the matter said. 

Two of the six large units may stay idle without reducing the station’s capacity, 
according to a source familiar with how the station operates. 

Gazprom did not reply to repeated questions about Nord Stream 1 operations. 

“Understandably a lot of people are saying ‘this is just the Russians making excuses 
while they put pressure on the European energy market’,” Jonathan Stern, 
distinguished research fellow at the Oxford Institute for Energy Studies, said. 

“That is entirely possible because we just don’t know enough from either Siemens 
or Gazprom about the maintenance schedule. The problem is that neither side is 
giving us the information we need.” 



WHAT’S PORTOVAYA? 

The Portovaya compressor station is located near the Russian city of Vybord on the 
shores of the Gulf of Finland, where the Nord Stream 1 gas pipeline enters the 
Baltic Sea. 

The station pumps natural gas across the Baltic Sea via Nord Stream 1’s 1,224 km 
(760 mile) undersea route to where it makes landfall in Germany’s Greifswald. 
Gazprom calls Portovaya the world’s largest compressor station. 

Nord Stream 1 has a nameplate capacity of 55 billion cubic metres (bcm) per year. 
However, the pipeline pumped more than 59 bcm in 2020 and 2021 after measures 
were taken to raise capacity, representing more than a third of Russia’s total gas 
supply to the European Union. 

Portovaya reached a daily record of almost 177 million cubic metres per day in 
2020. 

RUSSIAN TURBINES 

Russia produces turbines with a maximum capacity of 25 megawatts. 

Engineering company Power Machines is developing two types of turbine with 
capacities of 65 MW and 170 MW each, it said. 

The 65 MW turbine is expected to start working in testing mode only in 2024, and 
the other later in 2022 or in 2023. 

Russian Industry and Trade Minister Denis Manturov said in a speech earlier this 
month in parliament that Russia is speeding up trials of the large turbines “in the 
interests of the Russian power sector”. 

Reporting by Reuters; Editing by Jan Harvey 
Our Standards: The Thomson Reuters Trust Principles. 
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Manturov: Russia will be able to 
independently create all the equipment 
for gasification of the country 
According to the head of the Ministry of Industry and Trade, the timing of testing and 
launching mass production of large gas turbines will be accelerated 
MOSCOW, 15 July. /TASS/. Russia is capable of independently producing all the 
equipment for gasification of the country, said the head of the Ministry of Industry and 
Trade of the Russian Federation Denis Manturov during a speech in the State Duma. 
“It is important here, on the one hand, to upgrade capacities by replacing foreign, 
exploration, drilling, offshore equipment and speeding up work on our own medium and 
large-tonnage LNG equipment. On the other hand, in the interests of domestic 
consumption, we will be able to supply all the technological piping ourselves for the 
entire gasification of our country," the minister said. 
According to him, the timing of testing and launching mass production of large gas 
turbines will be accelerated. "In the interests of the Russian electric power industry, in 
addition to the already supplied small and medium-sized turbines, we are compressing 
the time for testing and entering a series of large 65 and 170 MW turbines," Manturov 
said. 
The head of the ministry also announced the need to create a test center for high-
voltage equipment. "With colleagues from the Ministry of Energy, we are consolidating 
and unifying the requests of power engineers under the CDA-2 program and the needs 
of oil and gas companies, taking into account their plans for the operation of existing 
and development of new fields," he also said.  
Tags: 

Manturov, Denis Valentinovich Russia 
 



Google Translate version of Kommersant report in Russian 
https://www.kommersant.ru/doc/5479813?from=glavnoe_3 
24.07.2022, 17:02 

Turbine is gaining paperwork 
Gazprom has questions about the Canadian license 

According to Kommersant's information, on July 24, Siemens Energy transferred Canada's export license to 
Gazprom, which allows it to repair and transport gas turbines for Nord Stream. Now, in order for Siemens to 
import the turbine to Russia, Gazprom must change the basis for delivering the machine from Montreal, 
Canada to the final destination in the Russian Federation. Due to paper delays, the turbine has already missed 
the ferry, which was supposed to leave Germany for Helsinki on July 23. If the parties successfully exchange 
documents, the transportation of the car may take place in the next few days. But Kommersant's sources doubt 
that the delivery of the turbine will lead to an increase in pumping through the Nord Stream: several more 
machines need to be repaired. 

According to Kommersant, Siemens Energy sent Gazprom an export license issued by Canada, allowing it to 
repair, maintain and transport until the end of 2024 turbines for the Portovaya compressor station, which 
pumps gas into the Nord Stream pipeline. Gazprom applied to Siemens three times with a request to provide 
this document confirming the withdrawal of Gazprom equipment from the Canadian sanctions regime, 
emphasizing that so far it has not had any documentary evidence of the lifting of sanctions. 

The turbine for Nord Stream was supposed to go by ferry from German Lübeck to Helsinki on July 23, and 
from there by land to the Russian Federation, but due to the lack of necessary documents from Gazprom, this 
was not possible. 

Now the car, which is located in Germany, can be sent to the Russian Federation only in the middle of the 
week, but on the condition that Gazprom sends the documents necessary for customs control: a change in the 
delivery basis (now Montreal) to a point in Russia is required. 

According to the current agreement with Siemens Energy for the repair of turbines, Gazprom had to pick up the 
repaired machine in Canada on its own: after the country imposed direct sanctions against Gazprom, this 
became impossible, and Siemens took over the delivery of the turbine to the Russian Federation. But the 
shipping documentation was not changed. Siemens Energy declined to comment, Gazprom did not provide 
them. 

Initially, the car was supposed to be delivered to the Russian Federation on July 24, on July 17 it went by plane 
from Canada to Germany. This was preceded by several weeks of negotiations between Ottawa and Berlin: 
due to Canada's initial refusal to return the turbine, Gazprom on June 14 announced a decrease in pumping 
through Nord Stream. 

At first, deliveries fell from 167 million to 100 million cubic meters per day, and on June 16 they dropped to 67 
million cubic meters per day, or up to 40% of the nominal capacity of the pipe. This decision of the company 
caused alarm in the European gas market, reducing the rate of filling underground storage facilities for the 
coming winter (now 65.5%, the goal is at least 80% by October). 

The interlocutors of Kommersant are not sure that sending the turbine will help increase the flow through the 
Nord Stream, since several more cars at the Portovaya station need to be repaired. 

In theory, they can be sent for repairs at any time, Kommersant's interlocutors say, but Gazprom has 
not yet given permission for this. Repair of one car, according to Kommersant's interlocutors, takes 
about three months. 

According to the license issued by Siemens Energy, five more vehicles are allowed to be sent to Canada by 
the end of 2024. In total, the Portovaya compressor station has nine gas pumping units (comprised of a turbine 



and a compressor). Of these, six Siemens SGT-A65 gas turbines (produced on the basis of Rolls-Royce 
aircraft engines) and three more less powerful SGT-A35 turbines. It follows from Gazprom's current statements 
that only three A65 turbines are currently operational at Portovaya. 

Europe begins to prepare for the cessation of supplies from Russia 

At the same time, Berlin does not believe that the lack of a turbine caused a decrease in supplies via Nord 
Stream, accusing Moscow of using gas supplies as a political weapon. Gazprom, in turn, stated that there are 
significant potential risks in case of non-compliance with all established procedures as part of the return of the 
engine for Nord Stream. The company emphasized that "the current terms of the contract do not provide for 
additional obligations of the Russian side to receive this engine," without explaining what obligations they are 
talking about. 

Tatyana Dyatel 
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Nord Stream deliveries will reach technically possible limits after installing 
turbine 
On July 9, Canada decided to return the repaired Siemens turbine after numerous requests from 
Germany 
 
MOSCOW, July 25. /TASS/. Gas deliveries through the Nord Stream pipeline will reach technologically 
possible limits after the turbine returned from repairs is installed, Russian presidential spokesman Dmitry 
Peskov told reporters on Monday. 
 
"Of course, the turbine will be installed. We know that there are still issues with other units, which Siemens is 
also aware of. But, of course, the turbine will be installed after all formalities are completed. And deliveries will 
continue to the extent that is technologically possible," he replied when asked if Gazprom will now be able to 
install a turbine and increase gas supplies to Europe. 
 
Due to the late return of Siemens gas turbines after repairs due to Canadian sanctions against Russia, the gas 
pipeline has been operating at only 40% of its maximum capacity since mid-June. 
 
After numerous requests from Germany, Canada decided to return the repaired Siemens turbine on July 9. 
According to the European Commission, Canada's return of the Nord Stream turbine does not violate EU 
sanctions on Russia because they do not relate to gas transit equipment. 
 
Russian President Vladimir Putin said that if the Nord Stream turbine is not returned to Russia, only 30 mln 
cubic meters of gas per day can be delivered along the pipeline instead of the current 60 mln cubic meters. 
 
 
https://tass.com/economy/1484405 
25 JUL, 03:49 
Russia is not interested in completely stopping gas deliveries to Europe — 
Kremlin 
At the same time, Dmitry Peskov noted that "if Europe continues on its path of totally reckless 
imposition of restrictions and sanctions that hit it, then the situation will be different" 
 
MOSCOW, July 25. /TASS/. Russia is not interested in a complete cessation of gas supplies to European 
countries, since Moscow largely guarantees the energy security of the EU, Russian presidential spokesman 
Dmitry Peskov told reporters on Monday. 
 
"Russia is not interested in this," he said, commenting on the statement of European Commission President 
Ursula von der Leyen that in the face of reduced gas supplies from Russia, Europe should prepare for its 
complete cessation. 
 
"Russia is a responsible gas supplier, and regardless of what anyone says in the European Commission, in 
European capitals, in the United States, Russia was, is, and will continue to be the country that largely 
guarantees Europe's energy security," Peskov added. 
 
On the other hand, Peskov noted, "If Europe continues on its path of totally reckless imposition of restrictions 
and sanctions that hit it, then the situation will be different." "But Russia is not interested in this," he assured 
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People Get Ready - Will The Propane Market Be Prepared For Winter? 
Sunday, 07/24/2022 
Published by: Todd Root 
 
We are only two months away from the official start of propane heating season in the U.S., and 
inventories are 3.5 MMbbl lower than last year, or 2.6 MMbbl below the five-year week-on-week low. 
Volumetrically, it’s a story very much like last summer: Propane exports are running high and while 
production is up it’s not increasing fast enough to get inventories back to where we would like to see 
them. But propane prices are not behaving at all like last year. At this point in 2021, the price of propane 
was moving higher, both in absolute terms and relative to the price of crude oil. This year, prices have 
been falling for the past four months and are much weaker relative to crude than a year ago. With low 
inventories and low prices, what are the prospects for the propane market being prepared for the 
upcoming heating season? And what are the risks if there's a cold-weather surprise? We’ll consider those 
issues and more in the blog series we begin today, focusing first on how we got here.   

Propane Exports, Seasonality and Inventories 

The highly seasonal U.S. propane market is traditionally divided into two halves: April through September, 
when the industry builds inventories, and October through March, when inventories are drawn down to 
meet winter demand. About this time each year, the industry is laser-focused on the status and pace of 
inventory increases, and whether it looks like there will be enough supply to meet the expected surge in 
demand during the impending heating season, particularly if an unusual spell of sustained cold weather 
hits the market. In recent years this calculus has become increasingly complex as exports have overtaken 
total domestic demand for propane. 

As shown in the left graph in Figure 1, total U.S. propane exports (blue bars) have been increasing at a 
relatively rapid rate, growing about 10% per year in the most recent four-year period. In contrast, the use 
of propane is down slightly in the U.S. petrochemical sector (yellow bar segments), with ethane the 
favored feedstock most of the time for steam crackers, and consumer demand (green bar segments — 
residential, commercial, industrial, agricultural, vehicle, other) has been close to flat for the past five 
years. The takeaway from this graph is that exports first moved higher than total U.S. demand in 2019 by 
about 175 Mb/d, and have kept increasing to the point where exports now exceed U.S. demand by a 
whopping 500 Mb/d. 

The primary challenge for the U.S. propane market is — and always has been — seasonality. While 
petrochemical demand tends to be relatively constant throughout the year, and monthly propane exports 
don’t vary more than plus-or-minus 20% or so, consumer demand is highly seasonal, swinging on 
average by 750 Mb/d between the monthly high and low each year, with the difference between the 
demand high and low getting up to 975 Mb/d in years with a particularly cold month or two. As shown in 
the right graph in Figure 1, average monthly consumer demand can drop below 200 Mb/d in the summer 
and spike to almost 1,200 Mb/d in the winter. And as you might expect, the seasonal swing is 
proportionally far wider in colder states (Midwest, Northeast) than it is in the warmer states in the South 
and West. 



 
Figure 1. U.S. Propane Exports, Demand and Seasonal Consumer Demand. Sources: EIA, RBN 

* Consumer demand = residential, commercial, industrial, agricultural, vehicle, other 

It is that seasonal swing in consumer demand that makes the level of inventories so important to propane 
marketers. Inventories must be available to meet demand in the winter months, and those inventories 
must be in the right places. Having inventories sitting in Texas does not do the market much good when a 
deep freeze hits Minnesota or a nor’easter sweeps across New England. The market must have socked 
away enough barrels in the right local market locations to meet demand when that cold weather hits. 
Which means the price paid for those volumes must be high enough to keep those barrels for the 
domestic market, rather than having them bid away by international buyers. That competition between 
domestic and international buyers now dominates the behavior of U.S. propane prices, both in the 
inventory fill season and the withdrawal season. 

Of course, exports are not the only factor influencing U.S. propane prices. The relationship between 
domestic demand and inventories has a big impact on the market, as does the price of crude oil. 
Generally speaking, higher crude prices are bullish for propane prices and vice versa. The relationship is 
in part due to propane demand in the petchem market (both domestic and international), which tends to 
bid up the price of propane when crude prices move higher. (For more on this dynamic, see Jumpin' Jack 
Flash.) To make sense of how these factors interact to produce the propane price rollercoaster we’ve 
been on the past 18 months, we’ll do a deep dive on the price trends shown in Figure 2. 



 
Figure 2. Mont Belvieu Daily Propane Price. Source: OPIS 

Back in 2020, with the onset of COVID, all energy commodity prices were down and propane was no 
exception, averaging only about 45 c/gal during the year. But by early 2021, most energy prices had 
recovered, and from January through May 2021, the price of propane averaged a relatively stable 87 
c/gal (Period #1 in the blue circle), which was about 55% of the price of WTI crude oil, a fairly typical level 
for that ratio.   

Then in the month of June (Period #2), the price ran up from 80 c/gal to 110 c/gal, almost entirely due to 
the rapid increase of crude oil prices to the $70/bbl level during that period. At that point, propane exports 
were strong and inventories were not building nearly as much as in the prior two years. Over the next few 
weeks (Period #3) propane prices were relatively stable at about 110 c/gal. But market factors were in 
transition. Robust propane exports were continuing, propane inventories were dropping to a five-year low, 
and at the same time crude prices were moving into territory uncharted since before the meltdown of 
2014-15. Most forecasters were predicting $100/bbl WTI crude oil before year-end. Around that time, 
natural gas prices in Europe were also going bonkers due to low inventories and cuts in Russian gas 
deliveries. All those factors came together to push propane prices from 110 c/gal all the way to 150 c/gal 
by early October (Period #4). Propane prices were being pushed up not only by those external market 
factors, but also by substantial buying activity by U.S. retail marketers and exporters who were getting in 
front of what seemed to be a confluence of disruptive market factors that they feared would continue 
pushing winter propane prices into the stratosphere. 

Of course, it turned out to be a classic propane-market head fake. Both the crude oil and European gas 
markets cooled. But what did not cool was winter weather, which stayed warmer than normal through the 
first few months of the 2020-21 propane heating season, taking the proverbial wind out of the market, 
made even more bearish by a relatively benign crop drying season that previous fall. Propane prices 
punished all those who built inventories in preparation for a cold winter, with the price dropping from 150 
c/gal down to 100 c/gal by the week just before Christmas (Period #5). In summary, propane prices had 
run up prior to the onset of winter, then virtually collapsed when winter arrived. Ouch. Not the way it’s 
supposed to happen. That kind of market behavior had a big financial impact on those who built 
inventories at high prices in preparation for cold weather, only to sell those inventories at lower prices 
than expected. 

There was one more uphill ramp on the propane price rollercoaster (Period #6) — right after Russia’s 
invasion of Ukraine. That took crude oil to $124/bbl in early March on a chaotic rise to exorbitant levels 
not seen since 2008. And blip-for-blip, propane went along for the ride, soaring to a high of 160 c/gal on 
the same day crude prices maxed out (Period #7). But then the fickle finger of propane fate arose from 
the chaos. Crude markets settled down. Weather in propane country was moderate, with few periods of 



sustained cold weather. The threat of increasing exports seemed to dissipate. And the price of propane 
drifted off for the next four months (Period #8). That got propane to where it is today, at almost the same 
level as it was this time last year. 

There’s a point in slogging through all that recent propane market history. Today, inventories are below 
where they were this time last year. Exports year-to-date are up about 8%. And although crude prices are 
not ramping up, there is certainly nothing stable about the prices of oil given the ongoing Ukraine war and 
the impact of European and U.S. sanctions. Does that portend a repeat of last year’s fall propane price 
spike? If propane prices stay at their current levels, will there be enough inventories and production to 
meet a period of sustained cold weather, if it happens? 

It all depends on market developments over the next few months. In the next blog in this series, we’ll 
examine the trajectory of propane inventory balances, possible export scenarios, how prices could be 
impacted by crude oil markets, and what kind of risks propane marketers may face in the 2022-23 
propane season. 

"People Get Ready" was written by Curtis Mayfield and appears as the seventh song on The Impression's 
fourth studio album of the same name. Released as the second single from the LP in February 1965, the 
song went to #3 on the Billboard R&B chart and #14 on the Billboard Hot 100 Singles chart. Mayfield 
wrote the song in 1964, after the March on Washington; the church bombing in Birmingham, AL; and the 
assassination of President Kennedy. Reverend Martin Luther King Jr. named it the unofficial anthem of 
the Civil Rights Movement. Many artists have covered the song over the years, including Aretha Franklin, 
Al Green, the Staple Singers, Bob Dylan, and Bob Marley, who combined the song with his "One Love." 
Rod Stewart and Jeff Beck released a version in 1985, which went to #5 on the Billboard Mainstream 
Rock Songs chart and #48 on the Billboard Hot 100 Singles charts. The song was inducted into the 
Grammy Hall of Fame in 1998. Personnel on the original record were: Curtis Mayfield (lead vocals, 
guitar), Fred Cash, Sam Gooden (backing vocals), and various Chicago studio musicians assembled by 
producer Johnny Pate (instrumentation). 

The album, People Get Ready, was recorded in 1964 at Universal Recording in Chicago, with Johnny 
Pate producing. All the songs on the album were written by Curtis Mayfield. Released in February 1965, 
the album went to #1 on the Billboard R&B Albums chart and #23 on the Billboard 200 Album chart. 
Three singles were released from the LP. 

The Impressions were an American doo-wop, gospel, soul and R&B group formed in Chicago in 1958. 
R&B singers Jerry Butler and Curtis Mayfield both got their professional starts in the group. Mayfield 
started singing in a gospel choir in his youth. He met fellow singer Jerry Butler in Chicago when he was 
14, and later joined Butler in The Impressions. After Butler's departure from the group in 1962, Mayfield, 
along with Fred Cash and Sam Gooden — and under the direction of producer Johnny Pate — became 
the top-selling soul act, known worldwide as The Impressions. Mayfield left the group for a solo career in 
1970. The Impressions released 20 studio albums, one soundtrack album,10 compilation albums and 76 
singles. They are members of the Rock and Roll Hall of Fame and the Vocal Group Hall of Fame. Twelve 
members passed through the ranks of The Impressions since their formation. The group's career 
spanned six decades before officially retiring the name in 2018. 

Curtis Mayfield became one of the most influential musicians behind soul music and politically conscious 
African-American music. The American singer, songwriter, guitarist, and record producer started a 
successful solo career that yielded sixteen studio albums, six soundtrack albums, four live albums, nine 
compilation albums, and 34 singles. He has a Grammy Legend Award, Grammy Lifetime Achievement 
Award, and is a member of the Grammy Hall of Fame. He has been twice-inducted into the Rock and Roll 
Hall of Fame, once as a member of The Impressions, and as a solo artist. Mayfield was paralyzed from 
the waist down after lighting equipment fell on him during a performance in New York in August 1990. He 
continued to record and perform until his death in December 1999. 
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Crude Oil Processing 
In 2Q22, crude oil processing at the National Refining System (NRS) averaged 796 Mbd, a 131 Mbd 
increase as compared to the same quarter of 2021, as a result of the progress in the NRS rehabilitation 
program. 
 
During the quarter the refineries that recorded an improved operating performance are Cadereyta 
processing 141 Mbd of crude oil, Salamanca 139 Mbd, Minatitlán 108 Mbd and Madero 101 Mbd. 
 
Heavy crude oil process in the revamped refineries averaged 283 Mbd, this is a 97 Mbd increase as 
compared to the same quarter of 2021 due to higher heavy crude oil process at Minatitlán and Madero 
refineries by 46 Mbd, each.  
 
The atmospheric distillation capacity of the National Refining System (NRS) is 1,640 Mbd, therefore, 
the primary distillation capacity utilization amounted to 48.6%; this is 8.0 points above the record in 
2Q21. The refineries that recorded an utilization above the system’s average are Salamanca, Madero 
and Cadereyta with an average utilization of 53.6%. 
 

Crude Oil Processing 
(Mbd) 

 
 
Petroleum Products Production 
 
In the second quarter of 2022, petroleum products production increased by 22.6% as compared to 2Q21, 
averaging 803 Mbd: 257 Mbd were gasoline, 156 Mbd diesel, 28 Mbd jet fuel, and 364 Mbd other 
petroleum products and LPG.  
 
As compared to 1Q21, distillate production (gasoline, diesel, and jet fuel) increased by 34.0%, mainly due 
to its higher production at the following refineries: Salamanca 78 Mbd, Madero 62 Mbd and Minatitlán 
60 Mbd. 
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Secret or reality: can Aramco produce 15 million 
barrels a day? 

 
WAEL MAHDI 

July 25, 202200:45 
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I guess by now we all know that Saudi Arabia will not raise its production capacity beyond 13 million 
barrels a day by 2027 after the Kingdom's Crown Prince Mohammed bin Salman made it clear in his 
address during the regional summit this month that was attended by US President Joe Biden. 
 
“The Kingdom will contribute to this field to increase its production capacity to 13 million barrels per 
day, and after that the Kingdom will not have any additional ability to increase production,” the Crown 
Prince said. 
 
To many who are still under the influence of what Matt Simmons wrote 17 years ago in his book 
"Twilight in the Desert", the Saudi statement was a testament to the argument laid in the book that 
Saudi Arabia can't rescue the world anymore as its oil fields are aging and reaching a peak. 
 
Those who remember the days of peak oil theory will definitely remember the many statements put 
out by officials from the ministry of petroleum and Aramco. Communication and PR practices back 
then weren't as elaborate and sophisticated as today because at that time Aramco wasn't listed yet 
on the Saudi stock exchange and the petroleum ministry was running the show. 
 
The result was many statements that sounded contradictory or unrealistic when everyone was trying 
to defend their position against Matt Simmons' theories. 
 
Those statements maybe were needed at that time to maintain confidence in Aramco but it surely 
didn't serve it well two decades later. 
 
Aramco's officials thought that the market has very short memories that won't last this long, but they 
tend to forget that there are observers who have an agenda against the company because Aramco 
treated them with negligence or denial — the most common practice for Aramco officials when 
someone from outside the company has any say about it. 
 
Those who remember that period would certainly recall Aramco's statements about being able to 
pump 12 or even 15 million barrels a day for decades. 
 
So in retaliation, some observers now are trying to show how Aramco was contradictory about its 
production capacity in the light of the Crown Prince's recent statement. 
 
In fact, the issue is more complicated than this. 
 
Yes there were some contradictions because Aramco's officials were always speaking in fear in 
public. 



 
They always feared that something they said would upset someone in the ministry in Riyadh so the 
focus was on keeping Riyadh happy but not explaining it right to the media what the company is 
capable of producing. 
 
Thank God things have improved significantly today as the listing of Aramco on the Saudi stock 
market has served us all well. 
 
Everything is public after being documented, audited, and scrutinized. We have better sourcing and 
understanding of the numbers of the company now than ever. 
 
This, however, didn't solve all the problems because officials in the past left many ends untied. 
Former minister of petroleum Ali Al-Naimi, for example, explained many technical terms with reporters 
who didn't have any knowledge about petroleum engineering practices or who simply weren't 
interested in more than a simple statement they needed to send back to their editors. 
 
Other officials from Aramco were even very aggressive in their response to the media on the output 
capacity issue. The result we all know: more confusion and less trust in the statements. 
 
The issue of Aramco's ability to produce massive amounts of oil was at the center of any media 
discussion with Al-Naimi for years. Yet, there were periods when the issue was more pressing, 
especially during supply crises and skyrocketing oil prices. 
 
In 2008, when oil prices were already on their way to $147, the world was looking for solutions and an 
energy meeting in Jeddah was held where tens of energy and oil ministers from around the world met 
to discuss the root cause of the crisis and where to go next. 
 
As consuming countries like the US were accusing OPEC of being responsible for the crisis due to its 
inability to increase capacity, the producers were claiming that speculation and paper market trading 
practices are behind the price hikes. 
 
As a response and to assure the market and consumers that there was never a supply crisis, Saudi 
Arabia told the ministers in Jeddah that it's already on its way to complete its program to increase 
maximum sustainable capacity to 12.5 million barrels a day by end of 2009, and it pledged to raise it 
further to 15 million if the world needed it. 
 
For Saudi output capacity to hit 15 million barrels, the further daily capacity includes 900,000 barrels 
from the Zuluf field, 700,000 barrels from Safaniyah, 300,000 barrels from Berri, 300,000 barrels from 
Khurais and 250,000 barrels from Shaybah, as explained by minister Naimi at the time. 
 
When Saudi officials were asked in later years about the 15 million barrels a day figure, they 
responded by saying that this was a scenario and never was a solid program. 
 
I think the world now can say goodbye to the 15-million-barrels-a-day scenario. Many of these 
increments have already been developed to maintain Aramco's 12 million MSC. Khurais 300,000 and 
250,000 are history now. As for Berri's increment, it is coming online over the next two years. 
 
Now we will rely on Zuluf and Safaniyah to hit the 13 million barrels a day target and to compensate 
for the declines in older fields such as Abqaiq and Ghawar. 
 
But is it really "that's it" for Saudi Arabia? 



 
The confusion about Saudi production capacity always starts when answering this question. It's 
confusing for people inside Aramco, let alone people outside of it. 
 
The simple answer is NO, but let's clear few misunderstandings about the issue first. 
 
First of all, Saudi Aramco as a company has 12 million barrels a day as a maximum sustainable 
production capacity. This means Saudi oil reservoirs can only go up to this level without being 
damaged. 
 
It can produce 12 million barrels and keep this level for a long period but this won't happen without 
massive investment in managing and maintaining the wells and without an aggressive drilling 
program. 
 
The more an oil company produces from a well, the faster output declines. So oil companies keep 
drilling new wells all the time to first replace the oil produced, and second to keep the production rate 
steady from the field.    
 
However, Saudi Aramco doesn't produce at this maximum production capacity as per policy. The 
Kingdom took on its shoulders the responsibility of keeping between 1 and 2 million barrels a day of 
oil as spare capacity. By industry definition, this is the amount of oil it can produce within 30 days and 
sustain for 90 days. 
 
So in order for Aramco to increase production from 10 million barrels a day — its current comfortable 
level that forms the high end of the comfort zone for the company — to 11 or 12 million barrels a day 
and dive into its spare capacity, it needs more drilling and one month at the minimum. It's not a switch 
it can hit and output will go up by a million or two barrels. 
 
Second of all, there is a big difference between maximum sustainable capacity or MSC and potential 
production. Whereas MSC is the amount of oil the reservoirs will allow Aramco to produce for a long 
period, potential production is what the company's surface facilities can process at any given day. 
 
The shocking number for many of those who don't know the reality of Saudi oil production, is that the 
surface facilities of Aramco can allow it to produce up to 15 million barrels a day. 
 
Yes, you heard it right, 15 million barrels as of today. 
 
Then, how come Aramco only said it can pump 12 million barrels a day?!! 
 
Aramco's daily production is constrained by many factors. First, it can't produce whatever it likes. It 
gets its output targets from the minister of energy based on the agreement the Kingdom has under 
OPEC and OPEC+. 
 
Second, the government policy mandates Aramco to always keep 1 to 2 million barrels a day at any 
given time as a spare capacity that is to be used during any energy crisis. This spare capacity is a 
buffer for the global oil market and the unique proposition for Aramco and the Kingdom as there is no 
other producer in the world who has this much oil idled. 
 
This idle capacity isn't free. It comes at a cost. There is an economic cost of not selling that oil, and 
there is a financial cost in the form of capex and opex to keep these wells and the surface facilities 
ready to pump this crude at any time. 



 
The next question is, did Aramco ever produce 12 or 15 million barrels a day in its history? Are these 
numbers real or just on paper? 
 
Let's look into history. 
 
A decade ago, Al-Naimi told a limited number of journalists in one of the briefings that Aramco did 
process 14 million barrels a day in one single day and it loaded that much crude on ships on that day. 
Now, supplying 14 million barrels a day is totally different from producing that quantity from below the 
ground on that single day. What Al-Naimi was trying to sell to reporters was that Aramco can put that 
much crude out because its surface facilities can handle that much. 
 
He also went on to say that the company actually hit near 12 million historically but that was in a 
"flush production" and he said "you guys don't need to worry about this." Flush production is the 
amount of high oil flow rate that comes out from new wells. As Society of Petroleum Engineers 
explains on its website, it "delivers a small, high rate flow every time the well is shut-in (recharges) 
and is brought back on line". 
 
 Al-Naimi didn't give much details about the timing for all this or any further information. 
Moving on to recent times, in April 2020, Aramco finally showed the world it has 12 million barrels a 
day and it did pump at that level but not for too long. It was just a matter of days. 
Aramco did produce at 11 million barrels a day, though, for weeks. 
 
This year it will need to revisit this number when its OPEC+ agreement comes to an end in 
September. 
 
I don't doubt the ability of Aramco to produce at 11 or 12 million barrels a day because I didn't get my 
information from the officials who smile at the media but from those who were against seeing the 
company producing at that level. 
 
Aramco can do it but it will require more work for petroleum engineers who don't want to walk the 
extra mile and it will need massive investments and above all more reservoir management. 
 
The internal pushback isn't new and as former Aramco's executive Sadad Al-Husseini pointed out in 
his account of the launch of Aramco's MSC program, engineers were against seeing Aramco 
producing more than 9 million in the late 1970s. Things haven't changed today. 
 
Othman Al-Khowaiter, another Aramco veteran, is among those who made it publicly that he doesn't 
want to see Aramco pumping at more than 10 million barrels a day and sometimes stressed on the 
need to keep output at lower levels. 
 
The decision, at the end, rests with the government. There are international commitments for Saudi 
Arabia and there are state financial needs that have to be covered. There is also a monetization 
strategy for oil resources that the government is implementing to ensure that the oil wealth is turned 
into cash income. 
 
In the end, no matter what Aramco said or tried to prove when it comes to MSC, its words will fall on 
deaf ears as the jury is out and there has been an agenda against Aramco for years. 
 
 
I can't blame the media entirely because the responsibility also falls on the shoulders of Aramco's and 



other officials who unfortunately confused the public or were unable to tell the truth in the best 
possible way. 
 
They had no trust in the media and the media had no trust in them. 
 
Setting the issue of trust aside, we need to know if Aramco can produce more oil. The world needs to 
know this. 
 
I can't speak for the company but I can share all what I've learned about this issue throughout the 
years. 
 
I can comfortably register my testimony on this knowing that my words will be remembered years 
from now. 
 
Aramco can hit 13 million barrels a day and Saudi Arabia as a whole can hit 13 million barrels a day 
or even more. 
 
First, there are tens of fields that are still not developed. There are more than 100 discovered fields 
but the majority if not all of production is coming from less than 25 of them. 
 
Yes all these undeveloped fields are giant but when combined can add something between 500,000 
and 1 million barrels a day extra. However, the economics for bringing them online is still not there, 
not until the big fields are on decline. 
 
Second, observers tend to forget that Saudi Arabia shares massive resources in the partitioned zone 
with Kuwait. Khafji network of offshore fields can produce up to 300,000 barrels a day, while onshore 
fields in Wafra are able to add 200,000 barrels a day. 
 
Saudi Arabia was trying for years through Chevron to implement a steam flooding program that can 
unlock at least 5 billion barrels extra of heavy oil from Wafra. The steam injection project was 
undergoing until the two countries halted production from the entire zone between 2014 and 2015. 
With operations resuming normally in the zone, the prospect for seeing more oil from Wafra and 
Khafji is high. 
 
Third, Aramco can supply the world with more oil not only by pumping more but freeing more oil for 
exports. Let's be reminded that Saudi Arabia is embarking on a program to replace liquids in all power 
plants with natural gas. In addition, the energy mix in Saudi Arabia by 2030 should be split between 
gas and renewables, which can free an additional 1 million barrels a day of oil at least. 
 
Fourth, Saudi Arabia is turning to unconventional gas in its massive Jafurah field to power its future 
and that will free more oil. 
 
Fifth, technology, technology, technology. No one can predict the impact of technological 
breakthroughs on oil production. The life of Aramco's reservoirs was extended thanks to horizontal 
drilling practices that the company followed in the 1990s. It's now investing big on research and 
development in an effort to find better ways to extend the lives of its fields. From small robots that can 
go into the reservoirs to better water and carbon injection methods, Aramco is not standing still. 
It even has one of the largest supercomputers in the world at its EXPEC ARC center to simulate 
reservoirs.   
 
So in conclusion, the world can still expect to see more oil from Saudi Arabia above the nameplate 
capacity. 



 
The question that the world needs to answer is whether there is enough demand in the future for 
Saudi Arabia to make big investments in its oil production? 
 
What the world must know is that producing an extra barrel of oil comes at huge cost. Why would the 
government allocate billions of dollars a year to invest in new capacity at a time when it needs every 
dollar to move its economy away from oil? 
 
If the world wants Saudi Arabia to carry the responsibility of opening its oil taps endlessly, it must 
secure demand for oil. 
 
What we are seeing, nevertheless, is the opposite. Therefore, I think the Crown Prince's statement 
seems to be fair and the world should live with 13 million barrels a day instead of complaining about 
it.               
• Wael Mahdi is a senior business editor at Arab News and co- author of “OPEC in a Shale Oil World: 
Where to Next?”  twitter: @waelmahdi 
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GLOBAL 

ABSOLUTE POWER 

Asked about the murder of Jamal Khashoggi, Mohammed bin Salman said, “If that’s the way we did things, 
Khashoggi would not even be among the top 1,000 people on the list.” 

By Graeme Wood 
Photographs by Lynsey Addario 

 

A woman walks past a poster showing Crown Prince Mohammed bin Salman ( left) with his father (right) and 
grandfather (top), at the old market in Taif, Saudi Arabia. (Lynsey Addario for The Atlantic) 

MARCH 3, 2022, 6 AM ET 
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MOHAMMED BIN SALMAN, the crown prince of Saudi Arabia, is 36 years old and has led his country for almost 
five years. His father, the 86-year-old King Salman, has rarely been seen in public since 2019, and even 
MBS—as he is universally known—has faced the world only a few times since the pandemic began. Once, he 
was ubiquitous, on a never-ending publicity tour to promote his plan to modernize his father’s kingdom. But 
soon after the murder of the Washington Post columnist Jamal Khashoggi in 2018, MBS curtailed his travel. 
His last interview with non-Saudi press was more than two years ago. The CIA concluded that he had ordered 
Khashoggi’s murder, and Saudi Arabia’s own prosecutors found that it had been conducted by some of the 
crown prince’s closest aides. They are thought to have dismembered Khashoggi and disintegrated his corpse. 

MBS had already developed a reputation for ruthlessness. In 2017, he rounded up hundreds of members of his 
own family and other wealthy Saudis and imprisoned them in Riyadh’s Ritz-Carlton hotel on informal charges 
of corruption. The Khashoggi murder fixed a view of the crown prince as brutish, thin-skinned, and 
psychopathic. Among those who share a dark appraisal of MBS is President Joe Biden, who has so far refused 
to speak with him. Many in Washington and other Western capitals hope his rise to the throne might still be 
averted. 
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But within the kingdom, MBS’s succession is understood as inevitable. “Ask any Saudi, anyone at all, whether 
MBS will be king,” a senior Saudi diplomat told me. “If there are people in Washington who think he will not be, 
then I cannot help them. I am not a psychiatrist.” 

His father’s eventual death will leave him as the absolute monarch of the birthplace of Islam and the owner of 
the world’s largest accessible oil reserves. He will also be the leader of one of America’s closest allies and the 
source of many of its headaches. 

I’ve been traveling to Saudi Arabia over the past three years, trying to understand if the crown prince is a killer, 
a reformer, or both—and if both, whether he can be one without the other. 

Even MBS’s critics concede that he has roused the country from an economic and social slumber. In 2016, he 
unveiled a plan, known as Vision 2030, to convert Saudi Arabia from—allow me to be blunt—one of the world’s 
weirdest countries into a place that could plausibly be called normal. It is now open to visitors and investment, 
and lets its citizens partake in ordinary acts of recreation and even certain vices. The crown prince has 
legalized cinemas and concerts, and invited notably raw hip-hop artists to perform. He has allowed women to 
drive and to dress as freely as they can in dens of sin like Dubai and Bahrain. He has curtailed the role of 
reactionary clergy and all but abolished the religious police. He has explored relations with Israel. 

He has also created a climate of fear unprecedented in Saudi history. Saudi Arabia has never been a free 
country. But even the most oppressive of MBS’s predecessors, his uncle King Faisal, never presided over an 
atmosphere like that of the present day, when it is widely believed that you place yourself in danger if you 
criticize the ruler or pay even a mild compliment to his enemies. MBS’s critics—not regicidal zealots or 
al-Qaeda sympathizers, just ordinary people with independent thoughts about his reforms—have gone into 
exile. Some fear that if he keeps getting his way, the modernized Saudi Arabia will oppress in ways the old 
Saudi Arabia never imagined. Khalid al-Jabri, the exiled son of one of MBS’s most prominent critics, warned 
me that worse was yet to come: “When he’s King Mohammed, Crown Prince MBS is going to be remembered 
as an angel.” 

For about two years, MBS hid from public view, as if hoping the Khashoggi murder would be forgotten. It hasn’t 
been. But the crown prince still wants to convince the world that he is saving his country, not holding it 
hostage—which is why he met twice in recent months with me and the editor in chief of this magazine, Jeffrey 
Goldberg. 

In our meetings, the crown prince was charming, warm, informal, and intelligent. But even at its most affable, 
absolute monarchy cannot escape weirdness. For our first meeting, MBS summoned us to a remote palace by 
the Red Sea, his family’s COVID bunker. The protocols were multilayered: a succession of PCR tests by 
nurses from the Royal Clinics; a Gulfstream jet in the middle of the night from Riyadh; a convoy from a 
deserted airstrip; a surrender of electronic devices; a stopover at a mysterious guesthouse visible in satellite 
photos but unmarked on Google Maps. He invited us to his palace at about 1:30 a.m., and we spoke for nearly 
two hours. 

For the second meeting, in his palace in Riyadh, we were told to be ready by 10 a.m. It also began after 
midnight. The halls were astir. The crown prince had just returned after nearly two years of remote work, and 
aides and ministers padded red carpets seeking meetings, their first in months, with the boss. Neglected 
packages and documents had piled up on the desks and tables in his office, which was large but hardly 
opulent. The most obvious concession to high taste was an old-fashioned telescope on a tripod, its altitude set 
shallow enough that it appeared to be pointed not at the heavens but at Riyadh, the sprawling and unsightly 
desert metropolis from which the Saud family has ruled for most of the past three centuries. 
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At the outset of both conversations, MBS said he was saddened that the pandemic precluded giving us hugs. 
He apologized that we all had to wear masks. (Each meeting was attended by multiple, mainly silent princes 
wearing identical white robes and masks, leaving us unsure, to this day, who exactly was present.) The crown 
prince left his tunic unbuttoned at the collar, in a casual style now favored by young Saudi men, and he gave 
relaxed, nonpsychopathic answers to questions about his personal habits. He tries to limit his Twitter use. He 
eats breakfast every day with his kids. For fun, he watches TV, avoiding shows, like House of Cards, that 
remind him of work. Instead, he said without apparent irony, he prefers to watch series that help him escape 
the reality of his job, such as Game of Thrones. 

Before the meetings, I asked one of MBS’s advisers if there were any questions I could ask his boss that he 
himself could not. “None,” he answered, without pausing—“and that is what makes him different from every 
crown prince who has come before him.” I was told he derives energy from being challenged. 

MBS said it was “obvious” he had not ordered the killing of Khashoggi. “It hurt me a lot,” he said. “It hurt me 
and it hurt Saudi Arabia, from a feelings perspective.” 

During our Riyadh encounter, Jeff asked MBS if he was capable of handling criticism. “Thank you very much 
for this question,” the prince said. “If I couldn’t, I would not be sitting with you today listening to that question.” 

“I’d be in the Ritz-Carlton,” Jeff suggested. 

“Well,” he said, “at least it’s a five-star hotel.” 

Difficult questions caused the crown prince to move about jumpily, his voice vibrating at a higher frequency. 
Every minute or two he performed a complex motor tic: a quick backward tilt of the head, followed by a gulp, 
like a pelican downing a fish. He complained that he had endured injustice, and he evinced a level of 
victimhood and grandiosity unusual even by the standards of Middle Eastern rulers. 

When we asked if he had ordered the killing of Khashoggi, he said it was “obvious” that he had not. “It hurt me 
a lot,” he said. “It hurt me and it hurt Saudi Arabia, from a feelings perspective.” 

“From a feelings perspective?” 

“I understand the anger, especially among journalists. I respect their feelings. But we also have feelings here, 
pain here.” 

The crown prince has told two people close to him that “the Khashoggi incident was the worst thing ever to 
happen to me, because it could have ruined all of my plans” to reform the country. 

In our Riyadh interview, the crown prince said that his own rights had been violated in the Khashoggi affair. “I 
feel that human-rights law wasn’t applied to me,” he said. “Article XI of the Universal Declaration of Human 
Rights states that any person is innocent until proven guilty.” Saudi Arabia had punished those responsible for 
the murder, he said—yet comparable atrocities, such as bombings of wedding parties in Afghanistan and the 
torture of prisoners in Guantánamo Bay, have gone unpunished. 
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The CIA concluded that Mohammed bin Salman ordered the murder of the Washington Post columnist Jamal 
Khashoggi. Saudi Arabia’s own prosecutors found that it had been conducted by some of the crown prince’s 
closest aides. (Moises Saman / Magnum) 

The crown prince defended himself in part by asserting that Khashoggi was not important enough to kill. “I 
never read a Khashoggi article in my life,” he said. To our astonishment, he added that if he were to send a kill 
squad, he’d choose a more valuable target, and more competent assassins. “If that’s the way we did things”—
murdering authors of critical op-eds—“Khashoggi would not even be among the top 1,000 people on the list. If 
you’re going to go for another operation like that, for another person, it’s got to be professional and it’s got to 
be one of the top 1,000.” Apparently, he had a hypothetical hit list, ready to go. Nevertheless, he maintained 
that the Khashoggi killing was a “huge mistake.” 

“Hopefully,” he said, no more hit squads would be found. “I’m trying to do my best.” 

If his best is not good enough for Joe Biden, MBS said, then the consequences of running a moralistic foreign 
policy would be the president’s to discover. “We have a long, historical relationship with America,” he said. 
“Our aim is to keep it and strengthen it.” Biden and Vice President Kamala Harris have called for 
“accountability” for Khashoggi’s murder, as well as the humanitarian disaster in Yemen, due to war between 
Saudi Arabia and Iranian-backed Houthi rebels. The Americans also refuse to treat him as Biden’s 
counterpart—Biden’s peer is the king, they insist—even though the crown prince rules the country with his 
father’s blessing. This stings. MBS has lines open to the Chinese. “Where is the potential in the world today?” 
he said. “It’s in Saudi Arabia. And if you want to miss it, I believe other people in the East are going to be super 
happy.” 

We asked whether Biden misunderstands something about him. “Simply, I do not care,” he replied. Alienating 
the Saudi monarchy, he suggested, would harm Biden’s position. “It’s up to him to think about the interests of 
America.” He gave a shrug. “Go for it.” 

Also risible to the crown prince was the notion that his citizens fear speaking out against him. We need dissent, 
he said, “if it’s objective writing, without any ideological agenda.” In practice, I noted, dissent seemed to be 
nonexistent. In September 2017, MBS ordered a boycott of Qatar, citing the country’s support for the Iranian 
government, the Muslim Brotherhood, al-Qaeda, and other Islamist organizations in the region. His tiny 
neighbor suddenly transformed from official friend into official villain, and those expressing a kind word toward 
it disappeared into prison. 

These sentiments, apparently, did not count as objective or nonideological. Qatar, MBS said, was comparable 
to Nazi Germany. “What do you think [would have happened] if someone was praising and trying to push for 
Hitler in World War II?” he asked. “How would America take that?” Of course Saudis would react strongly to 
Nazi sympathizers in their midst. Three years later, however, the countries reconciled, and the Saudi 
government tweeted out a photo of MBS and Hitler—that is, Qatari Emir Tamim Al Thani—wearing board 
shorts and smiling at MBS’s Red Sea palace. “Sheikh Tamim’s an amazing person,” MBS said. The fight 
between them had been no big deal, “a fight between brothers.” The relationship is now “better than ever in 
history.” The dissenters remain in prison, however, and I do not mean the Ritz-Carlton. 

As for the actual Ritz-Carlton prisoners: They had it coming, the crown prince said. Overnight he’d rounded up 
hundreds of the most prominent Saudis, delivered them to Riyadh’s most lavish hotel, and refused to let them 
go until they confessed and paid up. I said that sounded like he was eliminating rivals. MBS looked 
incredulous. “How can you eliminate people who don’t have any power to begin with?” If they had power, he 
would not have been able to force them into the Ritz. 
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Does Joe Biden misunderstand something about him? “Simply, I do not care,” MBS replied. “It’s up to him to 
think about the interests of America.” He gave a shrug. “Go for it.” 

The Ritz operation, MBS said, was a blitzkrieg against corruption, and wildly successful and popular because it 
started at the top and did not stop there. “Some people thought Saudi Arabia was, you know, just trying to get 
the big whales,” MBS said. They assumed that after the government extracted settlements from the likes 
of Alwaleed bin Talal, the kingdom’s richest man, corruption at lower levels would resume. MBS noted, 
proudly, that even the minnows had been hooked. By 2019, everyone “understood that even if you steal $100, 
you’re going to pay for it.” In just a few months, he claims to have recovered $100 billion directly, and says that 
he will recover much more indirectly, as dividends of deterrence. 

MBS acknowledged that to outsiders the Ritz operation may have looked thuggish. But to him it was an 
elegant, and by the way nonviolent, solution to the problem of vampires feasting on the kingdom’s annual 
budget. (An adviser to MBS told me that one alternative his aides had suggested was executing a few 
prominent corrupt officials.) During the months that the Ritz served as a prison, the kingdom’s financial 
regulator was essentially made king pro tempore, to devote the full power of the government to bleeding the 
vampires dry. But the Ritz guests had not, MBS said, been placed under arrest. That would imply that they had 
entered the court system and faced charges. Instead, he said, they had been invited to “negotiate”—and to his 
pleasure, 95 percent did so. “That was a strong signal,” he said. I’m sure it was. 

THE SAUDI THRONE does not, like the British throne once did, just pass to the next male heir. The king 
chooses his successor, and ever since the founding king of the modern Saudi state, Abdulaziz, chose his son 
Saud as crown prince in 1933, each king has chosen another son of Abdulaziz. (He had 36 sons—with multiple 
wives and concubines—who survived to adulthood.) All were old enough to remember the camels-and-tents 
days, before extreme wealth, and they ruled conservatively, as if to lock in their gains. Even the shrewdest and 
most ambitious kings accomplished little. Abdullah, who took power in 2005, began as a reformer, but much of 
the momentum of the first half of his reign was lost as he doddered in the second, and the royal treasury was 
looted. (One notorious alleged thief in the Ritz, a major figure in the Royal Court, was said to have stolen tens 
of billions of dollars during His Majesty’s decline.) 

Salman, the current king and at 86 one of the youngest of Abdulaziz’s brood, saw the perils of unchecked 
gerontocracy and anointed a successor from the next generation. His choice of Mohammed was not obvious. 
King Salman’s sons include Faisal, 51, who has a doctorate in international relations from Oxford; and Sultan, 
65, a former Royal Saudi Air Force pilot who in 1985 spent a week on the space shuttle Discovery as a 
payload specialist. Either of these competent and educated men, citizens of the world, might have been a 
natural successor. But Salman had an inkling that the next king would need a certain grit and fluency with 
power that cannot be acquired in a seminar or a flight simulator. The new generation, born into luxury, tended 
to be soft, and the next king would need to be a modern version of a desert warlord like his grandfather. 

Outside the immediate family, Salman considered his nephew Mohammad bin Nayef, who is known as MBN, 
appointing him crown prince in 2015, when he was 55. As a spymaster and security official in the 2000s, MBN 
had led the country’s domestic war against al-Qaeda, and in the process had become well connected with 
counterparts in Washington and London. In 2009, MBN was injured when an al-Qaeda bomber packed his 
underpants with explosives and approached him at an event. 

Foreign governments considered MBN a safe pick: old enough but not too old, a proven fighter, respected 
overseas. But for Salman he was merely a throne-warmer for his son. (MBS had held no high office prior to his 
father’s coronation and needed a couple of years as defense minister to burnish his CV.) In 2017, Salman fired 
MBN. When you fire a prince, you fire all those who staked their fortunes on his rise; among the opponents of 
MBS are foreign governments who had planned for the reign of King MBN, and Saudis whose wealth and 
influence flowed from him. MBN’s chief adviser, Saad al-Jabri, fled to Canada. He alleges that MBS sent a 
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team there to kill him. MBS’s government alleges that al-Jabri stole a massive fortune and is bankrolling efforts 
to defame the crown prince. (Both parties deny the claims.) “MBN survived al-Qaeda,” al-Jabri’s son Khalid told 
me. “But he couldn’t survive his own cousin.” 

Others have suggested Salman’s younger brother Ahmed, a well-liked former deputy interior minister, as a 
throne-worthy alternative to MBS. Ahmed reportedly opposed MBS’s appointment as crown prince. In 2020, he 
was arrested on suspicion of treason. 

HAVING CONSOLIDATED POWER, MBS focused on Vision 2030. He is exasperated by the rest of the world’s 
failure to acknowledge how well it has gone. “Saudi Arabia is a G20 country,” he said. “You can see our 
position five years ago: It was almost 20. Today, we are almost 17.” He noted strong non-oil GDP growth, and 
reeled off statistics about foreign direct investment, Saudi overseas investment, and the share of world trade 
that passes through Saudi waters. The economic success, the concerts, the social reform—these are all done 
deals, he said. “If we were having this interview in 2016, you would say I’m making assumptions,” he said. “But 
we did it. You can see it now with your eyes.” 

He was not lying. Between my first visit to Saudi Arabia, in 2019, and this conversation two years later, I had 
gone to the movies in Riyadh and sat next to a Saudi woman I had never met. She wore jeans and canvas 
sneakers, and she bounced her bare ankle while we watched Zombieland: Double Tap. When I first visited, I 
ate at restaurants that had cinder-block walls dividing single men on one side from women and families on the 
other. These were sledgehammered down—a little Berlin 1989 in every restaurant—and now men and women 
can eat together without eliciting so much as a sideways glance from fellow diners. 

Many of the crown prince’s most persistent critics approve of these changes, and wish only that they had come 
sooner. (Khashoggi was such a critic. When I met him in London for brunch, shortly before his death, I asked 
him to list MBS’s failings. He said “90 percent” of the reforms were prudent and overdue.) The most famous 
Saudi women’s-rights activist, Loujain al-Hathloul, campaigned for women’s right to drive, and against the 
Saudi “guardianship law,” which prevented women from traveling or going out in public without a male relative. 
Al-Hathloul was thrown in prison on terrorism charges in 2018—after MBS and his father had announced the 
imminent end of both policies. In prison, her family says, she was electrocuted, beaten, and—this was just a 
few months before Khashoggi’s murder—threatened with being chopped up and thrown in a sewer, never to be 
found. (The Saudi government has previously denied allegations of torturing prisoners.) 

Left: Saudi Crown Prince Mohammed bin Salman is greeted 
by Qatar's Emir Sheikh Tamim Al Thani in Doha, Qatar, in 2021. Center: The Saudi activist Loujain al-Hathloul 
in 2021. Right: MBS and his father, King Salman, in 2017. (Saudi Press Agency / Reuters; Ahmed Yosri / 
Reuters; Saudi Press Agency / AP) 

Al-Hathloul and other activists had demanded rights, and the ruler had granted them. Their error was in 
thinking those rights were theirs to take, rather than coming from the monarch, who deserved credit for having 
bestowed them. Al-Hathloul was released in February 2021, but her family says she is forbidden from traveling 
abroad or speaking publicly. 
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Another dissident, Salman al-Awda, is a preacher with a massive following. His original crime, too, was to utter 
publicly a thought that would later be shared by the crown prince himself. When MBS began squabbling with 
his counterpart in Qatar, al-Awda tweeted, “May God harmonize between their hearts, for the good of their 
people.” He was imprisoned, and actual harmony between the two leaders has not freed him. His son 
Abdullah, now in the United States, claims that his father, who is 65, is being held in solitary confinement and 
has been tortured. 

The crown prince, one of his admirers told me, “put the Wahhabis in a cage, then he reached in with gardening 
shears and he cut their balls off.” 

Saudi authorities say al-Awda is a terrorist and a member of the Muslim Brotherhood, which is supported by 
Qatar and intent on overthrowing the monarchy and replacing it with a theocracy. (The Muslim Brotherhood 
plays a bogeyman role in the Saudi imagination similar to the role of Communists in America during the Red 
Scare. Also like Communists, the Muslim Brotherhood really has worked covertly to undermine state rule, just 
not to the extent imagined.) Al-Awda’s defenders say he is being punished for daring to speak with a moral 
voice independent of the monarchy’s. He faces death by beheading. 

Would MBS consider pardoning those who’d spoken out in favor of women driving and normalization with 
Qatar—both now the policy of the country? “That’s not my power. That’s His Majesty’s power,” MBS said. But, 
he added, “no king has ever used” the pardon power, and his father does not intend to be the first. 

The issue, he said, is not a lack of mercy. It is a problem of balance. Yes, there are liberals and kumbaya types 
who have run afoul of state security—and perhaps some could be candidates for a royal pardon. But some of 
the others in his jails are bad hombres indeed, and pardons cannot be meted out selectively. “You have, let’s 
say, extreme left and extreme right,” he said. “If you give forgiveness in one area, you have to give it to some 
very bad people. And that will take everything backward in Saudi Arabia.” 

Left: Saudi women attend a live music performance in Riyadh in January. The crown prince has legalized 
cinemas and concerts and permitted women to dress as freely as they can in places like Dubai and 
Bahrain. Bottom: A tenth-grade girls’ basketball team in Jeddah. Until recently, a man would have been 
forbidden to coach a girls’ team. (Lynsey Addario for The Atlantic) 

On one side are liberals, tugging on the sympathies of Westerners; on the other, Islamists who are also 
opposed to the monarchy. Letting this latter group out would not just mean the end of rock concerts and coed 
dining. They would not stop until they brought down the House of Saud, seized the country’s estimated 268 
billion barrels of oil and the holy cities of Mecca and Medina, and established a terrorist state. In private 
conversations with others, MBS has likened Saudi Arabia before the Saud family’s conquest in the 18th 
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century to the anarchic wasteland of the Mad Max films. His family unified the peninsula and slowly developed 
a system of law and order. Without them, it would be Mad Max all over again—or Afghanistan. 

Still, the crown prince’s argument—that if he extended forgiveness to good people who deserved it, he would 
have to extend it equally to bad people who did not—struck me as bizarre. Why would one require the other? 
Then I realized that MBS was not saying that the failure of his plan to remake the kingdom might lead to 
catastrophe. He was saying that he’d guarantee it would. Many secular Arab leaders before him have made 
the same dark implication: Support everything I do, or I will let slip the dogs of jihad. This was not an argument. 
It was a threat. 

 

ALI SHIHABI, A Saudi financier and pro-MBS commentator, told me that the changes in Saudi Arabia could be 
compared to those in revolutionary France. An old order had been overturned, a priestly class crushed; a new 
order was struggling to be born. 

The priestly class in particular interested me. The brand of conservative Islam practiced in Saudi Arabia—
called Wahhabism, after the sect’s 18th-century founder, Muhammad ibn Abd al-Wahhab—once wielded great 
power and enjoys at least some popular support. I asked Shihabi if MBS really had diminished the Wahhabis’ 
role. “Diminished their role?” Shihabi asked me. “He put the Wahhabis in a cage, then he reached in with 
gardening shears”—here he made the universal snip snip gesture with his fingers—“and he cut their balls off.” 

My flight into Riyadh was packed with foreigners attending Stan Lee’s Super Con. Ahead of me in the passport 
line I saw Lou Ferrigno, the Incredible Hulk. 

In France, revolution worked out just as badly for the House of Bourbon as it did for the clergy. (Diderot 
famously wrote that the entrails of the priests would be woven into ropes to strangle kings.) The House of Saud 
wanted the anticlerical revolution while conveniently omitting the antiroyalist one. I wanted to see how that 
alliance between monarch and sansculottes was working. 

Vision 2030 made modernization easier to observe now than it would have been just a few years ago. Until 
October 2019, tourist visas to Saudi Arabia did not exist. Then the Saudis realized that to attract crowds to the 
concerts they had legalized, they’d need to let in visitors. Overnight, a visa to Saudi Arabia went from one of 
the hardest in the world to get to one of the easiest. In minutes I had one valid for a whole year. My flight into 
Riyadh was packed with foreigners attending Stan Lee’s Super Con. Ahead of me in the passport line I saw 
Lou Ferrigno, the Incredible Hulk, on his way to an autograph signing. 

The new system arrived so fast that the first visitors were like an invasive species, an unnatural fit in the rigid 
social order of the kingdom. For years, almost every non-Saudi in the country had needed a document called 
an iqama. It was a sort of license to exist: Your iqama identified your Saudi patron, the local national whom you 
were visiting or working for, and who controlled your fate. Every Saudi patron had his own patron, too—
sometimes a tribal leader, sometimes a regional one. Even those bigwigs paid obeisance to someone and, 
eventually, by the transitive property of Saudi deference, to the king himself. Saudi Arabia, MBS explained, “is 
not one monarchy. You have beneath it more than 1,000 monarchies—town monarchies, tribal monarchies, 
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semitribal monarchies.” The iqama guaranteed that every sentient creature fit into this scheme of Saudi 
society. 

MBS batted away my suggestion that this system is antiquated and might be replaced with a constitutional 
monarchy—one where citizens have freestanding rights not granted by a monarch or a demi-monarch. “No,” 
he said. “Saudi Arabia is based on pure monarchy,” and he, as crown prince, would preserve the system. To 
remove himself from it would amount to a betrayal of all the monarchies and Saudis beneath him. “I can’t stage 
a coup d’état against 14 million citizens.” 

But he has already forced that system to adapt. Nearly every day someone asked for my iqama, and I had to 
explain that I had none. They reacted as if I’d told them that I had no name. Renting a car, buying a train ticket, 
checking into a hotel—all of these interactions left some poor clerk baffled. But in the new Saudi Arabia I was 
free to wander, to listen, to overhear. 

Left: Men talk over coffee in Riyadh. Right: Young women at a Formula E racing event. (Lynsey Addario 
for The Atlantic) 

In Riyadh I found, effortlessly, young people thrilled by the reforms. Like the other major Saudi cities, Dammam 
and Jeddah, Riyadh has specialty coffee shops in abundance—little outposts of air-conditioning and caffeine, 
in an environment otherwise characterized by heat and boredom. Many of the Saudis I met professed a deep 
love for America. “I spent seven years at Cal State Northridge,” one told me, before rattling off a list of cities he 
had visited. He was one of several hundred thousand Saudi students who’d attended U.S. universities on 
government scholarships in the 2000s. “I studied finance,” he said. “But I never graduated. I had a wonderful 
time.” He listed his American friends, who had names like Mike and Emilio. “I drank and did too much meth, 
and my grades weren’t good.” 

“Is it possible to do just the right amount of meth?” I asked. 

“When I came back, I stopped.” He looked out the window of the coffee shop at the parched cityscape. “This 
country is the best rehab center on the planet.” 

Now he was studying again, at a Saudi university, and planning to open his own business. He had already 
attended concerts, and he said his fondest wish was to listen to music in the open air and smoke a joint—just 
one, he promised. He asked if I thought that would happen. I said I did not think that was explicitly part of 
Vision 2030, but he’d probably get his wish. Later, with him in mind, I asked the crown prince whether alcohol 
would soon be sold in the kingdom. It was the only policy question that he refused to answer. 
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In another café, in the northern city of Ha’il, a man pointed to a mural, freshly painted, of the Lebanese singer 
Fairouz, her hair flowing beautifully over her shoulders. Next to her were her lyrics (in Arabic): “Bring me the 
flute and sing, for song is the secret to eternity.” 

“One year ago,” he said, “that would not be possible.” By “that,” he meant pretty much everything: a woman’s 
hair; a celebration of song; a celebration of a song about singing; and, on top of all this, the music playing in 
the café as we spoke. Before the rise of MBS, every component of this scene would have violated long-
standing canons of Saudi morality enforcement. The religious police, known in Arabic as 
the hay’a or mutawwi’in, would have busted the joint. They used to show up in ankle-length white thobes, their 
beards curly and unkempt. They yelled at people for dressing immodestly, or thwacked at them with sticks to 
goad them to the mosque for one of the five daily prayers. For the flagrancy of the Fairouz sins, the café’s 
managers would have been detained, questioned, and punished. “Screw those guys,” the man said, in a 
succinct expression of the most common sentiment I heard about the religious police. 

Encounters with the hay’a have provided many an appalling story for foreign visitors. When Maureen Dowd 
of The New York Times went to Riyadh in 2002, the hay’a spotted her in a shopping mall and objected to being 
able to see the outline of her body. Her host, the future foreign minister Adel al-Jubeir, pleaded with them, but 
they were unimpressed by his status as a prominent diplomat, and she fled to her hotel room. “I fretted that I 
was in one of those movies where an American makes one mistake in a repressive country and ends up rotting 
in a dungeon,” Dowd wrote. 

“Saudi Arabia is based on pure monarchy,” MBS said. To remove himself from that system would amount to a 
betrayal of all the Saudis beneath him. “I can’t stage a coup d’état against 14 million citizens.” 

I told one of MBS’s advisers that the religious police had been an international PR problem. “May I be 
impolite?” he asked me. “I don’t give a fuck about the foreigners. They terrorized us.” He likened the religious 
police to J. Edgar Hoover’s FBI, operating with unchecked authority. (The religious police’s official Arabic name 
dates back hundreds of years, but still sounds Orwellian in English: the Committee for the Prevention of Vice 
and Promotion of Virtue.) Anyone who wished to drag down a professional or political rival could scrutinize him 
for sins, then call the religious police to set up a sting. Or the hay’a could flex its authority on its own, either for 
political reasons—toppling a prince they disliked—or for recreation. 

“The religious police were the losers in school,” Ali Shihabi told me. “Then they got these jobs and were 
empowered to go and stop the cute girls, break into the parties no one wanted them at, and shut them down. It 
attracted a very nasty group of people.” The Saudi diplomat told me that he did not miss them, and that Saudi 
Arabia had needed someone with the crown prince’s mettle to get rid of them. “When someone hits you 
because he does not like what you are wearing,” he said, “that is not just a form of harassment. It is abuse.” 

Left: Golf at the Boulevard in Riyadh. Right: A couple, 
newly engaged, dine at a restaurant in Jeddah in January. In the recent past, many restaurants had cinder-
block walls dividing single men on one side from women and families on the other. (Lynsey Addario for The 
Atlantic) 

MBS ordered the religious police to stand down, and one of the enduring mysteries of contemporary Saudi 
Arabia is what these thwackers do, now that they are invisible on the streets. Fuad al-Amri, who runs 
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the hay’a in Mecca province, confessed to me that since the reforms, one of his main activities has been 
vetting his own employees, to ensure that they aren’t fanatics loyal to the Muslim Brotherhood. 

 

MBS’S GRANDFATHER KING Abdulaziz founded the modern Saudi state with the support of the clergy. But he 
also cracked down on them, hard, when they outlived their usefulness. MBS has recounted a famous anecdote 
about his grandfather. In 1921, Abdulaziz attended the funeral of the most senior religious scholar in the 
kingdom. The king told the assembled clerics that they were dear to his heart—in the Arabic idiom, “on 
my iqal,” the black cord that holds a Najd headdress in place. But then he warned them: “I can always shake 
my iqal,” he said, “and you will fall.” 

For the past 50 years, Abdulaziz’s successors have taken a softer line with the Wahhabis. The Saudi clerical 
class’s power grew, and their imprimatur mattered. In 1964, they sealed the fate of the inept King Saud when 
his brothers Faisal and Mohammed sought and received religious approval for ousting him. To oppose the 
religious conservatives was risky. Peter Theroux, a former National Security Council director who worked on 
the Saudi portfolio during the 2000s, recalls being aghast at the vicious sermons still being preached by 
government-paid imams years after September 11. Theroux told me he confronted a senior Saudi official about 
the sermons. “You know,” the official apologized, “the big beards are kind of our constituency.” The rulers of 
Saudi Arabia put almost no limits on the speech or behavior of conservative clerics, and in return those clerics 
exempted the rulers from criticism. “That was the drug deal that the Saudi state was based upon for many 
years,” Theroux told me. “Until Mohammed bin Salman.” 

Who could resist cheering on MBS as he renegotiated this relationship? One of MBS’s most persistent critics in 
Washington, Senator Chris Murphy, a Democrat from Connecticut, told me the concerts and Comic-Cons in 
Riyadh have not yet translated into defunding Wahhabi intolerance overseas. “When I’m traveling the world, I 
still hear story after story of Gulf money and Saudi money fueling very conservative, intolerant Wahhabist 
mosques,” he said. A hallmark of traditional Wahhabism is hatred for non-Wahhabi Muslims, whom the 
Wahhabis view as even worse than unbelievers for perverting the faith. With little modification, Wahhabi 
teachings can lead to Osama bin Laden–style jihadism. Murphy said he thinks that isn’t over. “The money that 
flows from Saudi Arabia into conservative Islam isn’t as transparent as it was 10 years ago—much of it has 
been driven underground—but it still exists.” 

Yet after spending hours in MBS’s company, and in the company of his allies and enemies, I was convinced 
that neutering the clergy was not just symbolic. He was fighting them avidly, and personally. “The kings have 
historically stayed away from religion,” Bernard Haykel, a scholar of Islamic law at Princeton and an 
acquaintance of MBS’s, told me. Outsourcing theology and religious law to the big beards was both an 
expedient and a necessity, because no ruler had any training in religious law, or indeed a beard of any 
significant size. 

By contrast, MBS has a law degree from King Saud University and flaunts his knowledge and dominance over 
the clerics. “He’s probably the only leader in the Arab world who knows anything about Islamic epistemology 
and jurisprudence,” Haykel told me. 
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“In Islamic law, the head of the Islamic establishment is wali al-amr, the ruler,” MBS explained. He was right: 
As the ruler, he is in charge of implementing Islam. Typically, Saudi rulers have sought opinions from clerics, 
occasionally leaning on them to justify a policy the king has selected in advance. MBS does not subcontract his 
religion out at all. 

He explained that Islamic law is based on two textual sources: the Quran and the Sunna, or the example of the 
Prophet Muhammad, gathered in many tens of thousands of fragments from the Prophet’s life and sayings. 
Certain rules—not many—come from the unambiguous legislative content of the Quran, he said, and he 
cannot do anything about them even if he wants to. But those sayings of the Prophet (called Hadith), he 
explained, do not all have equal value as sources of law, and he said he is bound by only a very small number 
whose reliability, 1,400 years later, is unimpeachable. Every other source of Islamic law, he said, is open to 
interpretation—and he is therefore entitled to interpret them as he sees fit. 

The effect of this maneuver is to chuck about 95 percent of Islamic law into the sandpit of Saudi history and 
leave MBS free to do whatever he wants. “He’s short-circuiting the tradition,” Haykel said. “But he’s doing it in 
an Islamic way. He’s saying that there are very few things that are fixed beyond dispute in Islam. That leaves 
him to determine what is in the interest of the Muslim community. If that means opening movie theaters, 
allowing tourists, or women on the beaches on the Red Sea, then so be it.” 

MBS rebuked me when I called this attitude “moderate Islam,” though his own government champions the 
concept on its websites. “That term would make terrorists and extremists happy.” It suggests that “we in Saudi 
Arabia and other Muslim countries are changing Islam into something new, which is not true,” he said. “We are 
going back to the core, back to pure Islam” as practiced by Muhammad and his four successors. “These 
teachings of the Prophet and the four caliphs—they were amazing. They were perfect.” 

Even the Islamic law that he is bound to implement will be implemented sparingly. MBS told me a story, 
reported in Hadith, about a woman who commits fornication, confesses her crime to the Prophet, and begs to 
be executed. The Prophet repeatedly tells her to go away—implying, the crown prince said, that the Prophet 
preferred to give sinners every chance at lenience. (MBS did not relate the end of the tale: The woman returns 
with indisputable evidence of her sin—a bastard son—and the Prophet acquiesces. She is buried to her chest 
and stoned to death.) 

Instead of hunting for sin and punishing it as a matter of course, MBS has curtailed the investigative function of 
the religious police, and encourages sinners to keep their transgressions between themselves and God. “We 
should not try to seek out people and prove charges against them,” he said. “You have to do it the way that the 
Prophet taught us how to do it.” The law will be enforced only against those so flagrant that they are practically 
demanding to take their lumps. 

He also stressed that none of these laws applies to non-Muslims in the kingdom. “If you are a foreign person 
who’s living or traveling in Saudi Arabia, you have all the right to do whatever you want, based on your beliefs,” 
he said. “That’s what happened in the Prophet’s time.” 

It is hard to exaggerate how drastically this sidelining of Islamic law will change Saudi Arabia. Before MBS, 
influential clerics issued fatwas exhibiting what might charitably be called a pre-industrial view of the world. 
They declared that the sun orbited the Earth. They forbade women from riding bikes (“the devil’s horses”) and 
from watching TV without veiling, just in case the presenters could see them through the screen. Salih al-
Fawzan, the most senior cleric in the kingdom today, once issued a chillingly anti-American fatwa forbidding 
all-you-can-eat buffets, because paying for a meal without knowing what you’ll be eating is akin to gambling. 
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Some of the clerics may have given in because they were convinced by the crown prince’s legal 
interpretations. Others appear to have succumbed to good old-fashioned intimidation. Formerly conservative 
clerics will look you in the eye and without hesitation or scruple speak in Stepfordlike coordination with the 
government’s program. The minister of Islamic affairs and guidance, normally an unsmiling type, now cheerily 
defended the opening of cinemas and mass layoffs of Wahhabi imams. I liked him immediately. His name, 
Abdullatif Al Asheikh, indicates that he is descended from a long line of stern moralists going back to 
Muhammad ibn Abd al-Wahhab himself. I told him I had seen the Zombieland sequel in his country, and if 
Woody Harrelson reprised his role in Zombieland 3, I would return to Riyadh so we could go to a theater and 
watch it together. “Why not?” he replied. 

Mohammad al-Arefe, a preacher known for his good looks and conservative views, mysteriously began 
promoting Vision 2030 after a meeting with MBS in 2016. Previously, he had preached that Mada’in Saleh, a 
spectacular pre-Islamic archaeological site in northwest Saudi Arabia, was forbidden to Muslim tourists. God 
had struck down the civilization that once lived there, and the place was forever to remain a reminder of his 
wrath. The conventional view held that Muslims should follow the Prophet’s warning to stay away from Mada’in 
Saleh, but if they absolutely must pass through, they should cast their gaze downward and maintain a fearful 
demeanor toward the Almighty. Then, in 2019, al-Arefe appeared in what seemed, to me, like some sort of 
hostage video, filmed by the Saudi tourism authority, lecturing about the site’s history and inviting all to enjoy it. 
If he was displaying a fearful demeanor, it was not toward the Almighty. 

IN THE SMALLER CITIES it isn’t clear how quickly modernization is catching on. I visited Buraydah, the capital 
of Qassim, the most conservative part of the country. In two days, every woman I saw wore a black, flowing 
abaya. I attended the opening of a new shopping mall and showed up early to watch the crowds arrive. The 
sexes separated themselves without discussion: women in the front, all in black, near the stage where children 
recited poems and sang; men, in white thobes, in the back of the audience and on the sides. The process was 
unconscious and organic, but to an outsider remarkable, as if salt and pepper were shaken out onto a plate, 
and the grains slowly and perfectly segregated themselves. Cultural practices decades or centuries old do not 
yield suddenly. 

Taif, a city an hour outside Mecca, was once the summer residence of the king and his family. The Prophet is 
thought to have visited there, and many Muslims supplement their pilgrimages to Mecca with side trips to other 
sites from the Prophet’s life. The Wahhabis have, historically, treated these visits as un-Islamic and 
reprehensible. Whenever pilgrimage sites have fallen into Wahhabi hands, they have methodically and 
remorselessly destroyed them by leveling monuments, grave markers, and other structures sacred to Muslims 
in other traditions. 

One morning I took a long walk to a mosque where the Prophet is said to have prayed. On arrival I found a 
building in disrepair, fenced off by rusty wire, with parts of it reduced to rubble. A sign at this site, posted by the 
Ministry of Islamic Affairs, noted in Arabic, Urdu, Indonesian, and English that the historical evidence for the 
Prophet’s visit was uncertain. It suggested, further, that “to feel an adoring reverence or regard toward these 
places is a kind of heresy and fabrication in religion,” an innovation not sanctioned by God that “leads to 
polytheism.” 

Later, I met Mohammad al-Issa, formerly the minister of justice under King Abdullah and now, as secretary-
general of the Muslim World League, an all-purpose interfaith emissary for his country. In the past, Saudi 
clerics inveighed against infidels of all types. Now al-Issa spends his time meeting Buddhists, Christians, and 
Jews, and trying to stay ahead of the occasional surfacing of comments he made in less conciliatory times. I 
asked him about the site, and whether Saudi Arabia’s new tolerance—which he emphasizes so energetically 
overseas, with non-Muslims—would apply domestically. He assured me that it already did. “If in the past there 
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were some mistakes, now there is correction,” al-Issa said. “Everyone has the right to visit the historic places, 
and there is a lot of care given to them.” 

“But the signs are still up,” I said. 

“Maybe they are there to remind people to be respectful,” he suggested. “You see signs like that at sites all 
over the world: ‘Don’t touch or take the stones.’ ” 

But these signs are not meant to preserve the ruins. They are there to remind you that you are wicked for 
visiting at all. 

A mosque in Taif where the Prophet 
Muhammad is said to have prayed. A sign posted by the Ministry of Islamic Affairs notes that the historical 
evidence for the Prophet’s visit is uncertain, and warns that “to feel an adoring reverence or regard toward 
these places is a kind of heresy.” (Lynsey Addario for The Atlantic) 

The day after my trip to the mosque, I stopped by a Starbucks in Taif. It was early afternoon. When I pulled the 
door handle, it clunked—the shop was closed for prayer, just as it would have been if the religious police had 
been enforcing prayer times. 

As I waited outside alone, a small police truck pulled up behind me. The police officer salaamed me, and I 
responded in Arabic. Only after a short interrogation (“What are you doing here? Why are you here?”) did he 
discover that I was American—not, as I think he suspected, Filipino—and apologize awkwardly and leave. It 
took me a minute to realize what had happened: The religious police have stood down, and the ordinary police 
have stood up in their place. The conservatism in society has not gone away. In some places, it has just 
undergone a costume change. 

 

THESE LINGERING MANIFESTATIONS of intolerance illustrate what MBS’s critics say is his ultimate error: Even 
a crown prince can’t change a culture by fiat. 

Belated realization of this error might be behind the grandest and most improbable of his projects. If existing 
cities resist your orders, just build a new one programmed to do your bidding from the start. In October 2017, 
MBS decreed a city in a mostly uninhabited area on the Gulf of Aqaba, adjacent to Egypt’s Sinai Peninsula, the 
southwestern edge of Jordan, and the Israeli resort town Eilat. The city is called Neom, from a violent collision 
between the Greek word neos (“new”) and the Arabic mustaqbal (“future”). 

At present, little exists but an encampment for the employees of the Neom project, a small area of tract 
housing. Regular buses take them to shop in the nearest city, Tabuk, which is itself a city only by the standards 
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of the vacant, rock-strewn desert nearby. (If you recall the early scenes of Lawrence of Arabia, when a lonely 
camel-borne Peter O’Toole sings “The Man Who Broke the Bank at Monte Carlo” to the echoes of a sandstone 
canyon, then you know the spot.) The ambitions for this settlement are vast. Neom’s administrators say they 
expect it to attract billions of dollars in investment and millions of residents, both Saudi and foreign, within 10 to 
20 years. Dubai grew at a similar pace in the 1990s and 2000s. MBS said Neom is “not a copy of anything 
elsewhere,” not a xerox of Dubai. But it has more in common with the great globalized mainstream than with 
anything in the history of a country that, until recently, was remarkably successful at walling off its traditional 
culture from the blandishments of modernity. 

For a few hours, the Neom team showed me around and made grandiose promises about the future. Neom 
would lure its investors, I gathered, by creating the ideal regulatory environment, stitched together from best 
practices elsewhere. The city would profit from central planning. When New York or Delhi want to grow, they 
choke on their own traffic and decrepit infrastructure. Neom has no inherited infrastructure at all. The 
centerpiece of the project will be “The Line”—a 106-mile-long, very skinny urban strip connected by a single 
bullet train that will travel from end to end in 20 minutes. (No train capable of this speed currently exists.) The 
Line is intended to be walkable—the train will run underground—and a short hike perpendicular to its main axis 
will take you into pristine desert. Water will be desalinated; energy, renewable. 

So far, Neom is less a city than an urbanist cargo cult. The practicalities can come later, or not at all. (The 
projected cost is in the hundreds of billions of dollars, a huge sum even for Saudi Arabia.) But many good 
ideas look crazy at first. What struck me was that Neom’s vision is really an anti-vision. It is the opposite of the 
old Saudi Arabia. In the old Saudi Arabia, and even to an extent today, corruption and bureaucracy layered on 
each other to make an entrepreneur’s nightmare. Riyadh has almost no public transportation. No matter where 
you are, you cannot walk anywhere, except perhaps to your local mosque. No one in Neom mentioned religion 
at all. Even Neom’s location is suggestive. It is far from where Saudis actually live. Instead it is huddled in a 
mostly empty corner, as if seeking sustenance and inspiration from Jordan and Israel. 

Seen this way, Neom is MBS’s declaration of intellectual and cultural bankruptcy on behalf of his country. Few 
nations have as many carried costs as Saudi Arabia, and Neom zeroes them out and starts afresh with a plan 
unburdened by the past. To any parts of the kingdom that cling to their old ways, it promises that the future is 
everything they are not. And the future will wait only so long. 

 

DURING THE 1990S AND 2000S, Saudi Arabia was a net exporter of vision, but it was a jihadist vision. The 
standard narrative, now accepted by the Saudi state itself, is that the kingdom was seduced by conservative 
Islam, and eventually the jihadists it sent overseas (most famously Osama bin Laden) redirected their efforts 
toward the Saudi monarchy and its allies. Fifteen of the 19 hijackers on 9/11 were Saudi citizens. 

“A series of things happened that made the Saudis realize they couldn’t keep playing the game they had been 
playing,” Philip Zelikow, a State Department official under George W. Bush and the executive director of the 
9/11 Commission, told me. The years of violence that followed 9/11 shocked the Saudis into realizing that they 
had a reckoning coming, though only after jihadists began attacking in the kingdom itself did the government 
move to crush them. What the Saudis did not have was a plan to redirect the jihadists’ energy. “They needed 
to have some story of what kind of country they were going to be when they grew up,” Zelikow said. Jihadism 
would not be that story. But there was no immediate alternative, either for society or for the individuals 
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attracted to jihadism. Saudi Arabia was left to do what most other countries, including the United States, have 
done, which is to imprison terrorists until they grow too old to fight. 

Left: The aftermath of an al-Qaeda bombing in 
Riyadh in 2003. Only after jihadists began attacking in the kingdom did the government move to crush 
them. Right: Saudi Special Security Forces at the Counterterrorism Training School in Riyadh in 2013. (Lynsey 
Addario) 

Last year, Saudi officials informed me that the crown prince had a new plan to deprogram jihadists. One 
morning they sent a convoy of state-security SUVs to my hotel, and with lights flashing, we left behind the 
glassy skyscrapers of the capital and continued along one of the straight, hypnotic roads radiating from Riyadh 
to nowhere. An hour later, we turned off at an area called al-Ha’ir and went through a security checkpoint. 

Ha’ir is a state-security prison, run by the Saudi secret police, which means that its prisoners are not car 
thieves and check forgers but offenders against the state. They include jihadists from al-Qaeda and the Islamic 
State—I met at least a dozen of each—as well as softer Islamists, like Salman al-Awda, the cleric. 

We drove past the checkpoint and through the gates, into a windswept compound coated in a film of light-
brown dust, like tiramisu. We were met by the director of state-security prisons, Muhammad bin Salman al-
Sarrah, and what appeared to be a television crew of at least half a dozen men, each bearing a microphone or 
a camera. I worried about what would happen next. Newsworthy events inside the walls of terrorist prisons 
tend not to be good. Lurking in the background were several bearded men in identical gray business suits. 

During the 1990s and 2000s, Saudi Arabia was a net exporter of vision, but it was a jihadist vision. Fifteen of 
the 19 hijackers on 9/11 were Saudi citizens. 

Al-Sarrah, it turned out, was a real jihadism nerd, and over tea we reminisced about various luminaries in the 
history of Saudi terror. After this small talk, he invited me to join him in an auditorium that could have been a 
lecture hall on a small college campus. Shutters clicked as the cameramen followed. 

In the auditorium, the men in suits took the stage. Their leader, a man named Abdullah al-Qahtani, explained 
that he and most of the others in the room were prisoners, and that they had a PowerPoint presentation they 
wished to show me about the enterprise they were running in the prison. The camera crew was made up of 
prisoners too, and they were documenting my visit for imprisoned members of jihadist sects. 

What followed was the most surreal slide deck I have ever seen: a corporate org chart and plans for a set of 
businesses run from within the prison by jihadists and other enemies of the state. Al-Qahtani spoke in Arabic, 
translated by an excitable counterpart nearby. 

The org chart showed CEO al-Qahtani at the top, with direct reports from seven offices beneath him, among 
them financial, business development, and “programs’ affairs.” Under the last of these was another sub-office, 
“social responsibility.” 
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Al-Qahtani explained that 89 percent of the prison population had taken part in the program so far. In a way, it 
was like any other prison-industry program; in the United States, prisoners staff call centers, raise tilapia, or 
just push brooms in the prison corridor for a dollar an hour. But the Ha’ir group, doing business as a company 
called, simply, Power, was aggressively corporate and entrepreneurial. 

Al-Qahtani and the interpreter took me to a small garden, where prisoners cultivated peppers under plastic 
sheeting and raised bees and harvested their honey to sell at the prison shop, in little jars with the Power logo. 
They operated a laundromat and presented me with a price list. The prison will clean your clothes for free, they 
said, but staff and inmates alike could bring clothes here for special services, such as tailoring, for a fee. I 
could see shirts, freshly laundered and pressed, with prisoner numbers inked into the collars. Each number 
started with the year of entry on the Islamic calendar. I saw one that started in 1431, about 12 years ago. 

Almost all the men wore thick beards, and many had a zabiba (literally “raisin”), the discolored, wrinkly spot 
one gets from pressing the head to the ground in prayer. Some of their products were artisanal and religious-
themed. They led me into a tiny room, a factory for the production of perfumes for sale outside the prison, and 
to another room where they made prayer beads from olive pits. 

“Here, smell this,” a former member of al-Qaeda commanded me, sticking under my nose a paper strip blotted 
with a chemical I could not identify. I think the scent was lavender. Another prisoner, at the Power-run prison 
canteen, offered me free frozen yogurt. As I walked around the prison, the yogurt began to melt, and my 
interpreter held it so I could take notes. 

Strangest of all, I found, was Power’s corporate nerve center—a warren of drab, cubicle-filled offices. The 
employees wore uniforms: suits for the C-suite executives and blue Power-branded polo shirts for the mid-
levels puttering on their computers. They had a conference room with a whiteboard (at the top, “In the name of 
God, the most gracious, most merciful” was written in Arabic, and partially erased; the rest was the remains of 
a sales brainstorming session), a reception desk, and portraits of the king and the crown prince overseeing it 
all. 

Nothing is stranger than normalcy where one least expects it. These jihadists—people who recently would 
have sacrificed their life to take mine—had apparently been converted into office drones. Fifteen years ago, 
Saudi Arabia tried to deprogram them by sending them to debate clerics loyal to the government, who told the 
prisoners that they had misinterpreted Islam and needed to repent. But if this scene was to be believed, it 
turned out that terrorists didn’t need a learned debate about the will of God. They needed their spirits broken 
by corporate drudgery. They needed Dunder Mifflin. 

My hyperactive interpreter, who had been gesticulating and yapping throughout the tour, was no ordinary 
jihadist. He was an American-born Saudi member of al-Qaeda named Yaser Esam Hamdi. Hamdi, now 41, 
emerged from a pile of rubble in northern Afghanistan in December 2001. His dear friend, pulled from the same 
rubble, was John Walker Lindh, the so-called American Taliban. Hamdi spent months in Guantánamo Bay 
before being transferred to the U.S.; he was released after his father, a prominent Saudi petrochemical 
executive, helped take Hamdi’s case to the Supreme Court, and won (Hamdi v. Rumsfeld ). Hamdi was sent 
back to Saudi Arabia on the condition that he renounce his U.S. citizenship (he was born in Louisiana and left 
as a small child), but the Saudis decided he needed more time in prison and locked him up for eight years in a 
facility in Dammam, and for another seven in Ha’ir. He is due for release this year. 

Hamdi guided me like a kid showing his parents around his sleepaway camp. He explained that Power is part 
of a larger entity at the prison, known as the “Management of Time” (Idarat al-Waqt)—a comprehensive but 
amorphous program meant to beguile the inmates out of bad ideas and replace them with good ones. It 
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involves corporate training, but also gathering the inmates together for song and music, for poetry readings, for 
the publishing of newspapers (I snagged a copy of the Management of Time News), and for the production of 
TV shows. I watched a room full of men sing a song they had written, “O My Country!,” and show videos in 
which they extolled the government and the crown prince. Al-Qaeda and ISIS forbid most music and revile the 
monarchy. Like so many other Saudis, these men seemed to have swapped their religious fanaticism for 
nationalist fanaticism. One wondered what they really believed. 

Al-Sarrah followed close behind us, and I shot him a look when I heard the name of the program. One of the 
most famous jihadist texts, a playbook for ISIS, is “The Management of Savagery” (Idarat al-Tawahhush). It is 
a deranged manual for destroying the world and replacing it with a new one. That was what this program was 
doing in reverse: replacing the jihadists’ savage appetite for an imagined future with an appetite for the real, 
the now, and the ordinary. 

A bookish man who had been with Osama bin Laden at Tora Bora looked me steadily in the eye, like he was 
trying to convince me and not himself. “Vision 2030 is real,” he said. 

I told Hamdi that I had corresponded with his friend Lindh, who served 17 years in federal prison in the United 
States before his release in 2019. Our correspondence had led me to believe that he was just as radical as 
ever, and that his stay in prison—spent in solitary study of Islamic texts—had confirmed his violent streak and 
converted him from an al-Qaeda supporter to an ISIS supporter. 

Graeme Wood: I wrote to John Walker Lindh. He wrote back. 

“Really?” Hamdi asked, before venturing a guess as to why. “The United States doesn’t know how to deal with 
Muslims. When I was in Afghanistan, I had extreme thinking.” Going to a Saudi prison helped. “The difference 
is that in jail [here] we have a program. You want to explode the thinking we have in our brain. For 17 years he 
was alone.” The Saudis filled Hamdi’s time. They managed it. “We didn’t have time to read the Islamic books 
… We didn’t have time to do anything but work to improve ourselves.” He was a specialist in Power’s media 
department, and could now produce videos of passable quality. 

“I didn’t know what a montage was,” he said. “I didn’t know what a design was.” We were driving to another 
part of the prison with al-Sarrah in the front seat and Hamdi and me in the back. “Now I am professional!” he 
said. “I am a complete montage expert!” He pointed at al-Sarrah, who smiled but did not speak or even look 
back. “All thanks to this man! The government opened this for us! Now I am in a car! Talking to you! Normally! 
Peacefully! No kind of problems!” Upon release, he said, he might work for his father’s company, or even (this 
was his dream) go into film and television production. I wondered what it might be like to have a co-worker like 
Hamdi, with, shall we say, an unconventional work history, and a penchant for extremism and Osama bin 
Laden that he swore up and down had been thoroughly replaced with a love for film and video production and 
the crown prince of Saudi Arabia. I was pretty sure Hamdi would be a better colleague than John Walker Lindh. 
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Top left: A camel market about an hour 
outside Riyadh, in January. Top right: A sign on the highway from Jeddah to Taif marking the turnoff for 
Mecca. Bottom: Women in Asir province. Outside Saudi Arabia’s major cities, it isn’t clear how quickly 
modernization is catching on. (Lynsey Addario for The Atlantic) 

At the prison I asked many inmates how they could trade jihadism for these worldly things, which surely 
amounted to frippery compared with the chance to die in the path of God. They laughed, nervously, as if to ask 
what I was trying to do—get them to leave the prison and kill again? They were mostly still young, and they 
yearned for freedom. That they no longer wanted something thrilling and extraordinary was exactly the point. It 
is possible to have too much vision, or the wrong kind—some of them had gone to Syria, barely survived, and 
had had enough vision, thank you very much. “We don’t want anything but a normal life,” one told me. “I would 
be happy just to go outside, to walk on the Boulevard in Riyadh, to go to McDonald’s.” 

“I went to Syria because I was offered to take part in a dream, the dream of a caliphate,” said another. Ali al-
Faqasi al-Ghamdi, a bookish man who had been with bin Laden at Tora Bora, told me he now recognized such 
dreams as counterfeit. What, he asked, is the point of a big, exciting dream when it is a false one? A small 
ambition that can actually be fulfilled is preferable to a big one that cannot. He looked me steadily in the eye, 
like he was trying to convince me and not himself. “Vision 2030 is real.” 

 

AMERICA MUST NOW decide whether that vision is worth encouraging. Twenty years ago, if you had told me 
that in 2022 the future king of Saudi Arabia would be pursuing a relationship with Israel; treating women as full 
members of society; punishing corruption, even in his own family; stanching the flow of jihadists; diversifying 
and liberalizing his economy and society; and encouraging the world to see his country and his country to see 
the world—Wahhabism be damned—I would have told you that your time machine was malfunctioning and you 
had visited 2052 at the earliest. Now that MBS is in power, all of these things are happening. But the effect is 
not as pleasing as I had hoped. 

In 1804, another modernizing autocrat, Napoleon Bonaparte, arrested Louis Antoine, the duke of Enghien, on 
suspicion of sedition. The duke was young and foolish, and no great threat to Napoleon. But the future 
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emperor executed him. Around Europe, monarchs were shocked: If this was how Napoleon treated a harmless 
naif like the duke, what could they expect from him as his power grew, and his domestic opposition dissolved 
in fear? The execution of Enghien alerted the most perceptive among them that Napoleon could not be 
managed or appeased. It took a decade of carnage to figure out how to stop him. 

Enghien’s schemes wouldn’t have stopped Napoleon, and Khashoggi’s columns wouldn’t have stopped MBS. 
But his murder was a warning about the personality of the man who will be running Saudi Arabia for the next 
half century, and it is reasonable to worry about that man even when most of what he does is good and long 
overdue. 

For now, MBS’s main request to the outside world, and especially the United States, is the usual request of 
misbehaving autocrats—namely, to stay out of his internal affairs. “We don’t have the right to lecture you in 
America,” he said. “The same goes the other way.” Saudi affairs are for Saudis. “You don’t have the right to 
interfere in our interior issues.” 

But he acknowledges that the fates of the two countries remain linked. In Washington, many see MBS’s rise as 
abetted, perhaps even made inevitable, by American support. “There was a moment in time where the 
international community could have made it clear that the Khashoggi murder was the straw that broke the 
camel’s back, and that we weren’t willing to deal with MBS,” Senator Murphy told me. The Trump 
administration’s support, when MBS was at his most vulnerable, saved him. “If MBS ultimately becomes king,” 
Murphy said, “he owes no one bigger than Jared Kushner,” Trump’s personal envoy to the crown prince. (“You 
Americans think there is something strange about a ruler who sends his unqualified son-in-law to conduct 
international relations,” one Saudi analyst told me. “For us this is completely normal.”) 

Some still hope that MBS will not accede to the throne. “Only one of the last five crown princes has eventually 
become king,” Khalid al-Jabri noted to me, optimistically. But everything I see suggests that his ascent is 
certain, and that the search for alternatives is forlorn. Two of those four also-ran crown princes were sidelined 
or replaced by MBS himself. The other two died of old age. 

The United States needs its partners in isolating Iran, and MBS is a stalwart there. And even domestically, he 
remains in some ways the right man for the job. He is at least, as Philip Zelikow reminded me, not a ruler in 
denial. “We wanted Saudi leadership who would face their problems, and embark on an ambitious and 
incredibly challenging generational struggle to remake Saudi society for the modern world,” he told me. Now 
we have such a leader, and he is presenting a binary choice: support me, or prepare for the jihadist deluge. 

“We don’t have the right to lecture you in America,” MBS said. “The same goes the other way.” 

MBS is correct when he suggests that the Biden administration’s posture toward him is basically 
recriminatory. Stop bombing civilians in Yemen. Stop jailing and dismembering dissidents. The U.S. might, on 
the margins, be able to persuade MBS to use a softer touch—but only by first persuading him that he will be 
rewarded for his good behavior. And no persuasion will be possible at all without acknowledging that the game 
of thrones has concluded and he has won. 

Many of the exiles I spoke with said their best hope now is that the crown prince will mellow, and that elder 
Saudi wise men will keep him from destroying the country with rash decisions, like the fight with Qatar, or the 
murder of Khashoggi. MBS does have a sense that being capricious and impulsive can be costly. “If we run the 
country randomly,” he told me, “then the whole economy is going to collapse.” Others had tried that strategy: 
“That’s the Qaddafi way.” 
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King Salman has instituted measures ostensibly intended to force his son to govern more inclusively after 
Salman’s death. He changed the law of succession to prevent the next king from naming his own children, or 
indeed anyone from his own branch of the family, as his crown prince. I asked MBS if he understood that to be 
the rule, and he said yes. I asked if he had anyone in mind for the job. “This is one of the forbidden subjects,” 
he said. “You will be the last to know.” 

 

WHEN HE IS KING, however, the rules will belong to him, and to ask him to abide by them against his wishes 
will be about as easy as negotiating from your suite at the Ritz-Carlton. 

A crown prince with a subtler mind and a gentler soul might have implemented MBS’s reforms without resorting 
to his brutal methods. But it is pointless to consider policy in a state of childlike fantasy, as if it were possible to 
conjure some new Saudi monarch by closing your eyes and wishing him into existence. Open your eyes, and 
MBS will still be there. If he is not, then the man ruling in his place will not be an Arab Dalai Lama. He will be, 
at best, a member of the unsustainable Saudi old guard, and at worst one of the big beards of jihadism, now 
richer than Croesus and ready to fight. As MBS told me, to justify the Ritz operation, “It’s sometimes a decision 
between bad and worse.” 

Since reality has handed us MBS, the question for America is how to influence him. This question is practical 
rather than moral: If your moralism drives him into a partnership with China, what good will it have been? A 
fundamental principle of Chinese foreign relations is butting out of other countries’ internal affairs and 
expecting the same from them. Certainly Beijing will not reprimand him for his treatment of dissidents. 

In effect, both the Saudis and the Americans are now in the Ritz-Carlton, forced to bargain with a jailer who 
promises us prosperity if we submit to his demands, and Mad Max if we do not. The predicament is familiar, 
because it is the same barrel over which every secular Arab autocrat has positioned America since the 1950s. 
Egypt, Iraq, and Syria all traded semitribal societies for modern ones, and they all became squalid 
dictatorships that justified themselves as bulwarks against chaos. 

Twenty years ago, Syria watchers praised Bashar al-Assad for his modernizing tendencies—his openness to 
Western influence as well as his Western tastes. He liked Phil Collins; how evil could he be? By now most 
everyone outside Damascus, Tehran, and Moscow recognizes him as Saddam Hussein’s only rival in the 
dubious competition for most evil Arab leader. 

MBS has completed about three-quarters of the transition from tribal king with theocratic characteristics to plain 
old secular-nationalist autocrat. The rest of that transition need not be as ruthless as the beginning, but MBS 
shows no sign of letting up. The United States can, and should, make the case that Saudi Arabia’s security and 
development will demand different tools going forward. It might even suggest what those tools should be. But it 
probably cannot make MBS use them. 

A more pragmatic approach is to make sure that the reforms he has instituted stick, and that the changes in 
Saudi culture become irreversible. The opening of the country and the forcible sidelining of a crooked royal 
class—these are hard changes to undo, and they bind even the absolute monarch who decreed 
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them. Granting women driver’s licenses was ultimately a smooth process. Taking them back would disrupt 
millions of lives and sow protest across the kingdom. American influence can acknowledge and encourage 
such changes. 

Sometimes this is how absolute power relaxes its grip: slowly, without anyone noticing. In England, the 
transition from absolute monarchy to a fully constitutional one took 200 years, not all of them superintended by 
the most stable kings. MBS is still young and hoarding power, and everyone who has predicted that he would 
ease up on dissent has so far been proved optimistic. But 50 years is a long reign. The madness of King 
Mohammed could give way to something else: a slow and graceful renunciation of power—or, as with Assad, 
an ever more violent exercise of it. 

 

This article appears in the April 2022 print edition with the headline “Absolute Power.” 

Graeme Wood is a staff writer at The Atlantic and the author of The Way of the Strangers: Encounters With the 
Islamic State. 
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By Vivian Nereim 
(Bloomberg) ‐‐ Saudi Arabia will set aside 300 billion 
riyals ($80 billion) for an investment fund tied to the crown 
prince’s flagship megaproject, Neom, and plans an initial public 
offering of the project on the kingdom’s stock market as soon as 
2024. 
The Neom Investment Fund could potentially expand to 400 
billion riyals, Crown Prince Mohammed bin Salman told reporters 
in Jeddah. It will invest in companies that agree to operate at 
Neom, a new region planned in Saudi Arabia’s northwestern 
corner. 
The prince’s announcement on Monday was attended by global 
investors including Bridgewater Associates founder Ray Dalio, 
Tim Collins of Ripplewood, Saudi Prince Alwaleed bin Talal and 
Kuwaiti retail billionaire Mohammed Alshaya. 
For the first time, Prince Mohammed also outlined details 
on how he plans to finance Neom ‐‐ one of the largest and most 
complex construction programs in the world.  
The first phase of the project, which runs until 2030, will 
cost 1.2 trillion riyals, with about half of that covered by the 
Public Investment Fund (PIF), he said. Officials will seek to 
raise another 600 billion riyals from other sovereign wealth 
funds in the region, private investors in Saudi Arabia and 
abroad, and an initial public offering of Neom itself on the 
Saudi stock market ‐‐ an idea the prince first floated in 2017. 
“We have big aims to get Saudi Arabia among the top three 
largest stock markets on the planet,” Prince Mohammed said, 
adding that he expects the Neom IPO to happen around 2024 and 
possibly add more than 1 trillion riyals to the size of the 
kingdom’s market. He didn’t say how large the share sale would 
be or explain details of that valuation. The Saudi sovereign 
fund will eventually sell shares in all its companies, he added. 
 
Population boost 
 
Announced in 2017, Neom is Prince Mohammed’s plan to turn 
an expanse of desert the size of Belgium into a high‐tech region 
with a linear metropolis, a ski resort and an industrial city 
that partially floats on water.  
He’s billed it as a testbed for new technologies that could 
revolutionize urban life ‐‐ as well as a way to attract foreign 
investment and diversify Saudi Arabia’s oil‐dependent economy. 
But five years in, Neom has been plagued by setbacks, many 
stemming from the difficulties of implementing the prince’s 
grand and ever‐changing ideas, according to current and former 
employees. 
 
 



His latest announcement detailed a plan within Neom for 
twin skyscrapers that stretch horizontally for more than 100 
kilometers, containing within them an entire city of 9 million 
people. A new exhibit open to the public in Jeddah displays 
potential designs for “modules” of the buildings ‐‐ to be built 
in stages ‐‐ by global architecture firms including Los Angeles‐ 
based Morphosis and UK‐based Archigram. 
Asked why he wanted to build Neom, the prince told 
reporters that his plan to remake Saudi Arabia involves 
increasing its population from around 34 million people 
currently to between 50 million and 60 million by 2030. Half 
will be foreigners, he added, compared to the kingdom’s current 
demographic balance of around a third foreigners and two thirds 
Saudi citizens.  
The capital of Riyadh will be overcrowded if it expands too 
much, the prince said ‐‐ he’s already declared his intention to 
double its population ‐‐ but “Neom will take care of 10 
million.” 
By 2030, he’s aiming for 1.5 million people living in “The 
Line” ‐‐ the twin buildings ‐‐ reaching 9 million by 2045, he 
said. 
Neom will start engaging major potential investors by the 
end of this year, he said. Officials are talking to companies 
“around the planet,” and many Chinese firms are already working 
in Neom, he said. 
Saudi Arabia also plans to invest in neighboring Egypt to 
complement the project, including in the tourist area of Sharm 
el‐Sheikh, which is located across the Red Sea from Neom, he 
said. “We’re going to create huge investment in Egypt.” 
In addition to the 600 billion riyal‐backing from the Saudi 
sovereign fund, Neom’s first phase will depend on a “government 
subsidy” of 200 to 300 billion riyals, the prince said, without 
clarifying what form that would take. He eventually wants Neom 
to be self‐sufficient and bring a 13‐14% return on investment, 
he said. 
Prince Mohammed’s reign as the kingdom’s de facto ruler has 
been characterized by sky‐high ambitions and targets, compared 
to more limited implementation on the ground so far.  
He declared his intentions in 2016 for an IPO of state oil 
giant Saudi Aramco, initially planned for global markets and 
later scaled back to a domestic share sale in 2019. The prince 
has repeatedly said that he’d be happy if he achieves 50% of 
what he sets out to do. 
 
To contact the reporter on this story: 
Vivian Nereim in Riyadh at vnereim@bloomberg.net 
To contact the editors responsible for this story: 
Sylvia Westall at swestall@bloomberg.net 
Robert Jameson, Mark Williams 
 



 
 

 

 

For a perspective on the current price environment, it’s important to consider the balance in 
supply and demand.  Demand is recovering to pre-pandemic levels.  However, for oil and gas, 
supply has attritted through depletion and reduced industry investment.  You can see the 
significant reduction in industry oil investment in the graph.  

Industry’s investments were already low leading up to the pandemic.  When the pandemic hit 
in 2020, economy wide shutdowns dramatically reduced demand for crude.  That deeply 
impacted industry’s earnings and cash flows.  As cash flows came down, the industry sought to 
preserve cash, and further curtailed capital investments. 

As a depletion business, large annual investments in oil and gas production are needed to offset 
the decline in supply – roughly a 7% per year reduction.  Even more investment is required to 
grow net production.  As the world began to recover from the pandemic, demand for all but jet 
fuels recovered far faster than the time required to bring on new investments.  As a result, the 
industry hasn’t been able to meet the recovery in demand.  

Third-party estimates for required investments to meet demand are shown as the range in 
green, which contrasts with the blue area showing historical investment levels, and the blue 
line showing expected near term investment … which are beneath the low end of the range.  
Clearly, to lower prices, the industry needs to increase investment and catch up to recovering 
demand. Unfortunately, this will take time. 

INDUSTRY INVESTMENT NOT KEEPING UP WITH 
RECOVERING DEMAND

5

• Effects of the pandemic exacerbated stagnant industry 
investment

• Investments lagging estimated third-party requirements as 
the oil market recovers

− Additional investment needed to offset depletion and to meet 
recovering demand

• Finding, developing, and producing new oil supplies takes 
years

See Supplemental Information for footnotes.
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Exxon’s Math Calls For Overall Global Oil Decline Rate of ~7%, A Very 

Bullish Argument For Post 2020 Oil Prices 

Posted: Thursday June 20, 2019. 5:30pm Mountain 

We believe Exxon presented a very bullish argument for oil prices beyond 2020 and that it has been overlooked because 
most readers only flip thru a slide deck and don’t listen to or read transcripts of management’s spoken words. Exxon’s 
spoken words highlighted one of the forgotten (and perhaps most important) oil supply/demand concerns for post 2020 - 
the mid term challenge to replace increasing rate of overall global oil declines.  And what is eye opening is Exxon’s 
estimated overall global oil decline rate, which is way higher than any we can ever remember seeing.  Its impossible to tell 
from the small oil supply/demand graph in the slide deck, but Exxon’s spoken words says long term oil demand is 0.7% 
per year and then “When you factor in depletion rates, the need for new oil grows at close to 8% per year and new gas at 
close to 6% per year.”  Exxon may not specifically say what the global decline rate is, but their math is that the world 
needs new oil supply to grow annually at close to 8% to meet the 0.7% annual increase in oil demand and offset declines 
ie. an overall global decline rate of approx. 7%.  This is an overall global oil decline rate for OPEC and non-OPEC.  This 
compares to BP’s estimate of overall global oil decline rate of 4.5% and we expect most are probably assuming 
something around 5%, certainly not above 6%.  No one should be surprised by the increased decline rate given that high 
decline US shale and tight oil have increased by ~2.5 mmb/d in the last ~2 years.  But an implied ~7% overall global oil 
decline rate is way higher than expectations.  There is a big difference between needing to offset oil declines of ~7 mmb/d 
vs declines of ~4.5 mmb/d ie. an additional 2.5 mmb/d of new oil supply every year. Even if the implied difference was to 
6%, it would still be an additional 1.5 mmb/d of new oil supply and that would also be very bullish for post 2020 oil.  We 
recognize that the 2019/2020 oil supply demand story is the need for OPEC+ to keep cuts thru 2020, but Exxon’s math 
implying ~7% overall global oil decline rate sets up a very bullish view for oil post 2020.  We believe the reality to replace 
oil declines post 2020 is overlooked.  

The 2019/2020 oil story - oil inventories still above the 5 yr ave and OPEC+ need to work together in 2020.  There is 
increasing geopolitical risk to oil in a range of regions (Iran/Saudi Arabia, Libya, Venezuela, etc.) yet the prevailing tone to 
oil in the past month is negative with the concerns on trade wars/lower economic growth leading to weakness in oil 
demand. This was reinforced in the past week with the view that there is the need for OPEC+ to continue to work together 
in H2/19 and in 2020.  Our SAF June 16, 2019 Energy Tidbits memo [LINK] reviewed the IEA’s new monthly Oil Market 
Report [LINK], which included (i) “OECD oil stocks remain at comfortable levels 16 mb above the five-year average”, (ii) 
the EIA lowered its 2019 oil demand growth rate by 0.1 mmb/d to +1.2 mmb/d, and (iii) a negative first look at 2020 oil 
supply/demand.  The EIA’s first 2020 forecast puts more pressure on OPEC+ to continue with cuts through 2020.  IEA 
says oil demand growth rate will grow from +1.2 mmb/d in 2019 to +1.4 mmb/d in 2020.  This is a positive, however, it is 
more than offset as the IEA forecasts another year of big non-OPEC oil supply growth of +2.3 mmb/d in 2020.  In theory a 
lesser call on OPEC of 0.9 mmb/d.  The IEA writes “A clear message from our first look at 2020 is that there is plenty of 
non-OPEC supply growth available to meet any likely level of demand, assuming no major geopolitical shock, and the 
OPEC countries are sitting on 3.2 mb/d of spare capacity”.  

Exxon sees modest annual growth in oil demand, but peak oil demand sometime after 2040.  Exxon presented at a US 
sellside energy conference on Tues.  We expect a big reason why Exxon’s oil outlook was ignored was that the 
presentation was almost all about providing a great detailed look at the Guyana oil play.  Plus its headline annual growth 
rate for oil demand of 0.7% per year wouldn’t have made anyone bullish, if anything maybe even more so so on oi.  Exxon 
only provided some brief comments on their oil supply and demand outlook. Exxon said “In this scenario, oil demand is 
expected to grow 0.7% per year, driven by commercial transportation and chemical”.  This compares to 2018 oi demand 
growth of 1.45% and even this year’s lower oil demand growth rates of 1.15%.   However, we recognize it is tough to get 
data from a small graph, but a positive tn the graph is that it seems to indicate that peak oil demand doesn’t happen 
before 2040. 

However, Exxon says new oil supply of 8% per year is needed to meet demand growth and offset decline rates.  On one 
hand, we continue to be surprised that Exxon’s view on new oil supply has received no attention. On the other, it makes 
sense because the vast majority of readers only flip thru a slide deck so will miss the spoken word that gives numbers and 
context to a slide.  That was clearly the case with the Exxon presentation. If Exxon is anywhere near right, this is a hugely 
bullish view for mid/long term oil ie post 2020 oil.  Exxon highlighted one of the forgotten oil supply/demand concerns is 

http://www.safgroup.ca/wp-content/uploads/2019/06/Energy-Tidbits-June-16-2019.pdf
https://www.iea.org/newsroom/news/2019/june/omr-june.html
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the mid term challenge to replace global oil declines.  And what is eye opening is Exxon’s estimated decline rate, which is 
way higher than any we can ever remember seeing. Exxon says long term oil demand is 0.7% per year and then says 
“When you factor in depletion rates, the need for new oil grows at close to 8% per year and new gas at close to 6% per 
year.”  Exxon didn’t specifically say that the overall global decline rate was ~7%, but the math looks straightforward.  The 
world needs new oil supply to growth at close to 8% per year to meet 0.7% annual demand growth and to offset declines 
in global (OPEC and non-OPEC) oil production ie. the overall global oil decline rate is approx. 7%. This is an overall 
OPEC and non-OPEC global decline rate.   

Oil Supply/Demand (moebd) 

 
Source: Exxon US Sellside Conference Presentation June 18, 2019 
 
Implies a huge overall global decline rate of ~7% - way higher than other estimates.  It may well be the case that 
forecasters haven’t updated their global oil decline models to reflect the impact of the US adding ~2.5 mmb/d of high 
decline shale and tight oil in the past two years.  But we aren’t aware of anyone who is using an overall global oil decline 
rate as high as 7%. We have seen estimates for 7% for decline rates for non-OPEC oil, but not for the decline rates 
overall for global oil.  Rather, we expect that most have been assuming overall global oil decline rates of 4% to 5%. Later 
in the blog, we note our peak oil demand comment from Nov 6, 2017 (prior to the big ramp up in US shale and tight oil)  
that used Core Laboratories spring 2017 estimate for overall global oil decline of ~3.3%. 

Exxon’s global leadership position, especially in shale, is why we should pay attention to this view of significantly higher 
global oil decline rates. Everyone knows Exxon is the largest public international oil company and is in all major oil regions 
and all types of plays from conventional, oil sands, middle east, deepwater oil and shale oil,  We believe that Exxon is 
viewed as the global leader in the Permian, and this shale oil leadership is critical to understand as we believe that the 
growth of US shale is the key reason for the increasing overall global oil decline rates. Exxon’s shale oil leadership is why 
we should be paying attention to this estimate. The game changer to global oil decline rates has been the increasing oil 
production from high decline US shale and tight oil.  The EIA estimates [LINK] that US shale and tight oil plays are up over 
6 mmb/d this decade and ~2.5 mmb/d n the past two years alone.    

US Tight Oil Production – Selected Plays (Million barrels of oil per day) 

https://www.eia.gov/energyexplained/images/charts/u.s.tight_oil_production.jpg
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Source: EIA  
 

BPs recent forecast for overall global oil decline rate is 4.5% per year. BP’s Energy Outlook 2019 Edition (Feb 14, 2019) 
[LINK] included their outlook for oil supply and demand and specifically on overall global oil decline rates.  BP wrote 
“Second, significant levels of investment are required for there to be sufficient supplies of oil to meet demand in 2040.  If 
future investment was limited to developing existing fields and there was no investment in new production areas, global 
production would decline at an average rate of around 4.5% p.a. (based on IEA’s estimates), implying global oil supply 
would be only around 35 Mb/d in 2040.”  Below is the graph from their Energy Outlook 2019 Edition report.    

Demand and Supply of Oil (Mbd) 

 
Source: BP Energy Outlook 2019 Edition  
 

If Exxon is anywhere close, this is a hugely bullish signal for mid/long term oil ie. post 2020 oil.  We recognize that this 
significantly higher than expected overall global oil decline rate will take a year or two to work thru the current 
supply/demand fundamentals given where markets are today. However, over the mid term, the need to add ~7 mmb/d of 
new oil supply is a huge challenge for the world.  The difference between an Exxon type view of ~7% declines vs BP’s 
4.5% declines is approx. 2.5 mmb/d of an additional new oil supply every year is needed to balance the markets.  In 
reality, even if Exxon’s implied overall global decline rate was ~6%, it would still be very bullish for mid/long term oil as this 
means an additional ~1.5 mmb/d of new global oil supply per year.   

https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/energy-outlook/bp-energy-outlook-2019.pdf
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Its even more bullish for post 2020 oil than we thought in our Nov 6, 2017 peak oil demand blog.  We have always been in 
the camp that believes peak oil demand is coming, but we have also been of the view that the post 2020 challenge to 
replace oil declines would be getting tougher.  We believe Exxon’s view of higher global oil decline rates is consistent with 
the ~2.5 mmb/d increase in US shale and tight oil in the past two years.  And is way more bullish than we wrote in our Nov 
6, 2017 blog “Peak Oil Demand Is Coming, But >4 Mmb/d Of New Oil Supply Will Be Needed Every Year To Replace 
Declines To Get There” [LINK], and “We buy into the narrative of peak oil demand, believe it is inevitable, its visible and 
will happen before 2030.  Peak oil demand will be from the cumulative impact of a number of factors including EVs, 
battery/storage, LNG for power, LNG for transportation, increased energy efficiency, etc.  But the peak oil demand 
narrative forgets the most basic fundamentals of oil – industry has to add new oil supply every year to replace declines 
just to keep production flat.  Even after today’s big oil rally, long dated strips are still under $52 from 2020 thru 2025.  We 
don’t believe long dated 2020 thru 2025 strips are predictive of future prices or indicative of the marginal supply costs to 
add 4 to 5 million b/d every year in 2020 to 2025 or to add >3 million b/d every year once peak oil demand is reached and 
is in plateau.  We believe these marginal supply costs are significantly higher and >$60.  We believe oil can quickly move 
to a base of >$60 with this supply challenge and there will be longevity to this call as markets appreciate this challenge 
and that the marginal supply cost to add this much new oil production every year is well over $60.  Peak oil demand won’t 
take away from the challenge to add significant new oil production every year.”  Note that our Nov 6, 2017 blog was based 
on the spring 2017 Core Laboratories estimate that the global world wide annual decline rate in oil was then 3.3%.  But to 
Core Laboratories support, this estimate would have been before the ~2.5 mmb/d of added US shale and tight oil in the 
past two years.  

http://www.safgroup.ca/research/articles/peak-oil-demand-is-coming-but-4-mmbd-of-new-oil-supply-will-be-needed-every-year-to-replace-declines-to-get-there/
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OIL DEMAND MONITOR: Summer Gasoline Lacks Conviction 
in UK, US 
US gasoline consumption isn't yet back above 5-yr average: EIA  

Chinese city traffic congestion has weakened since early July  

By Stephen Voss  

(Bloomberg) -- Road fuel sales in the UK continue their lackluster stumble into the summer, while US 
gasoline demand rebounded from an abnormally low seasonal level, as high food and energy retail prices 
around the world temper consumption.  

Sales of both diesel and gasoline are waning again in the UK, drifting further below pre-Covid levels, 
according to the latest weekly snapshot from the Department of Business, Energy and Industrial Strategy 
through July 24. Data from more than half of the filling stations across Great Britain show the rolling 
seven-day average of diesel purchases has fallen to 8,761 liters per day per station. That's 16% below 
the 10,451-liter average of early 2020 just before the country's first coronavirus lockdown.  

So far this year, the rolling average has only exceeded that baseline on four days, amid a bout of panic 
buying just after Russia's invasion of Ukraine in late February, and even that surge didn't surpass a 
previous bout in September. 

 

In the U.S., where gasoline is the dominant road fuel, demand bounced back above 9 million barrels a 
day in the week ended July 22, after sinking as low as 8.06 million two weeks earlier, according to 
estimates from the Energy Information Administration. That's stil below the five-year average.  



Since week-to-week estimates can be erratic as they're impacted by exports, imports and stockpile flows, 
many analysts use the EIA's four-week average as a better gauge of gasoline demand, and that measure 
still has some work to do to rise back above the five-year mean, as it did briefly in early June. 

 

American drivers are seeing gasoline prices retreat, with the national average dipping to $4.302 for a 
gallon of regular grade on July 26, after briefly topping $5 in mid June. Of course, the impact of high retail 
prices will differ across countries as governments try to shield consumers from inflation through various 
measures such as tax relief or direct subsidies.  

In several European countries, where consumption data is so far only available through the month of 
June, demand was above pre-pandemic levels. In Portugal, gasoline demand was 2.7% higher, while in 
Italy it exceeded the same month of 2019 by 4.7%. For the first half of 2022 as a whole, gasoline demand 
in France was up 16% versus 2019 while diesel was down 6.2%, those numbers being partly skewed by 
an ongoing transition of car users away from diesel.  

Indian gasoline demand was much stronger, up 28% in the first half of July versus 2019 levels, according 
to a Bloomberg survey of refinery officials, though that's down from one month earlier.  

City Traffic in China  

Around the world, city traffic levels show a lack of regular commuters, perhaps due to summer vacations 
in the Northern Hemisphere. For a third consecutive week, none of the 13 cities regularly tracked in this 
monitor had congestion above typical 2019 levels at 8 a.m. local time on Monday morning, according to 
data from navigation technology company TomTom NV.  

Jakarta was closest, registering a decline of 12%, followed by Tokyo at -15%. In Madrid, the data showed 
no congestion waiting time at all.  



Congestion also eased off in most Chinese cities for a third consecutive week, including the capital 
Beijing, according to Baidu traffic data analyzed by BloombergNEF. A seven-day moving average of 15 
Chinese cities with the highest number of cars shows congestion was about 1% higher than an early-
2021 baseline as of July 25. That measure had fallen 12% below the baseline in early May when 
Shanghai was in the midst of a stringent coronavirus lockdown, before soaring to +15% in the first few 
days of July.  

Air Travel 

Air travel data hasn't changed remarkably in the past week, with the main deficit being capacity 
reductions in China. Globally, the number of commercial flights is about 14% less than the equivalent pre-
pandemic date in 2019, according to tracking by Flightradar24.  

That's similar to a 15% deficit estimated by OAG Aviation in its measurement of the number of seats 
offered by airlines globally, compared with the same week of 2019.  

A slight week-on-week decline in global seat capacity is "mostly the result of more capacity adjustments 
in China," OAG said in a note on its website.  

The Bloomberg weekly oil-demand monitor uses a range of high-frequency data to help identify emerging 
trends.  

Following are the latest indicators. The first three tables shows fuel demand and road congestion, the 
next shows air travel globally and the fifth is refinery activity: 





 



Notes: Click here for a PDF with more information on sources, methods. The frequency column shows w 
for data updated weekly, 2/m for twice a month and m for monthly. The column showing "vs 2020" is used 
for some data, such as comparing Italian jet fuel sales for June 2022 vs June 2020. 

In DfT UK daily data, which is updated once a week, the column showing versus 2019 is actually showing 
the change versus the first week of February 2020, to represent the pre-Covid era.  

In BEIS UK daily data, which is updated once a week, the column showing versus 2019 is actually 
showing the change versus the average of Jan. 27-March 22, 2020, to represent the pre-Covid era.  

Atlantia is publishing toll road data on a monthly basis, rather than the weekly format seen in 2021, and 
DoT also switched to monthly data after the week ended April 3.  

City congestion: 

 

Source: TomTom. Click here for a PDF with more information on sources, methods.  

* 9am statistics are used for Mumbai. All other cities use 8am. 

NOTE: m/m comparisons are July 25 vs June 27. There was a regional holiday in Madrid on July 25 that 
likely reduced traffic flow, and holidays in Tokyo on July 18 and in both New York and Los Angeles on 
July 4 and June 20. TomTom has been unable to provide Chinese data since April 2021. Taipei and 
Jakarta were added to the table in December 2021.  

 

 

Chinese City Congestion: 



 

Source: BNEF calculations based on Baidu congestion data, showing a seven-day moving average 
indexed against a January 2021 baseline of 100. China-15 is the weighted average of the 15 cities with 
the highest number of vehicle registrations. m/m comparisons are July 25 vs June 27  

Air Travel: 

 

NOTE: Comparisons versus 2019 are a better measure of a return to normal for most nations, rather than 
y/y comparisons.  



FlightRadar24 data shown above, and comparisons thereof, all use 7-day moving averages, except for 
w/w which uses single day data.  

Refineries: 

 

NOTE: All of the refinery data is weekly, except NBS apparent demand, which is usually monthly. 
Changes are shown in percentages for the rows on crude intake and Chinese apparent oil demand, while 
refinery utilization changes are shown in percentage points. SCI99 data on Chinese refinery run rates 
was discontinued in late 2021. 
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AAA: Drivers Change Habits to Counter High Gas Prices 
A new survey finds Americans are driving less as gas prices remain high 
 

Andrew GrossManager, AAA Public Relations  AGross@national.aaa.com202-942-2079 

7/25/2022 

 

ORLANDO, Fla. (July 22, 2022) – New survey data from AAA finds that drivers are making significant changes 
to cope with record pump prices. Almost two-thirds (64%) of U.S. adults have changed their driving habits or 
lifestyle since March, with 23% making “major changes.” Drivers’ top three changes to offset high gas prices 
are driving less, combining errands, and reducing shopping or dining out. More changes are shown in the table 
below: 
 

 
 
In March 2022, AAA released gas survey data examining the pump prices Americans would view as too 
expensive. At that time, over half (59%) said they would change their driving habits or lifestyle if the cost of gas 
rose to $4 per gallon. If gas were to reach $5.00, which it did in June, three-quarters said they would need to 
adjust their lifestyle to offset the spike at the pump. At that time, among Americans who said they would make 
changes in response to higher gas prices, a majority (80%) said they would opt to drive less. The new AAA 
survey reaffirms these driving habit changes. 
 
While many Americans are adapting their daily habits to make up for higher gas prices, it also affects their 
future travel plans. Many Americans have postponed taking a vacation this year. With gas prices remaining 
volatile for the foreseeable future, consumers will likely be paying higher prices than in previous years. AAA 
offers the following advice to help drivers ease some of the pain they’re feeling at the pump: 
 



 Keep your vehicle in top shape with routine inspections and in between, make sure your tires are 
properly inflated. Underinflated tires are a drag on fuel economy. 

 Map your route before you go to minimize unnecessary turnarounds and backtracking. Avoid peak 
traffic times and, if possible, go to “one-stop shops” where you can do multiple tasks (banking, 
shopping, etc.). 

 Fuel economy peaks at around 50 mph on most cars, then drops off as speeds increase. Reducing 
highway speeds by 5 to 10 mph can improve fuel economy by as much as 14%. 

 Only use premium gas in vehicles that recommend or require it. Paying for premium gas for a car that 
takes regular is a waste of money and is of no benefit to the vehicle. 

 To find the best gas price in your area, use the AAA Mobile App – Android I iPhone. 
 If traveling this summer, know that flights, car rentals, accommodations, tours, cruises, and other 

activities are in high demand, and availability may be limited. Finding last-minute deals may be 
challenging, so plan ahead and look for discounts and rewards, usually available through a 
membership like AAA. This is also another time when travel agents are a great resource since they 
may know of a deal that may not be readily available to the public. 

  
About AAA: 
Started in 1902 by automotive enthusiasts who wanted to chart a path for better roads in America and 
advocate for safe mobility, AAA has transformed into one of North America’s largest membership 
organizations. Today, AAA provides roadside assistance, travel, discounts, financial and insurance services to 
enhance the life journey of 63 million members across North America, including over 56 million in the United 
States. To learn more about all AAA has to offer or to become a member, visit AAA.com. 
 
Survey Methodology: 
The survey was conducted June 23-27, 2022 using a probability-based panel designed to be representative of 
the U.S. household population overall. The panel provides sample coverage of approximately 97% of the U.S. 
household population. Most surveys were completed online; consumer without Internet access were surveyed 
over the phone. 
A total of 1,002 interviews were completed among U.S. adults, 18 years of age or older. The margin of error for 
the study overall is 4% at the 95% confidence level. Smaller subgroups have larger error margins. 
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These non-GAAP measures including EBITDA, adjusted EBITDA and pretax return on
capital employed are not a substitute for GAAP measures and they not be comparable to
similar measures of other companies. A reconciliation of net income to EBITDA and
adjusted EBITDA and the calculation of pretax return on capital employed, I will discuss on
this call are presented on our earnings release which is available on our website. I will turn
the call over to Chris.

{BIO 5777543 <GO>}

Thanks [ph]. Good morning everyone and thank you for joining us. I'm proud to discuss
our second quarter 2022 operational and financial results, the second quarter with a busy
and exciting time at the Liberty team continue to deliver differential quality services in
today's robust but operationally challenged environment.

This translated into a notable milestone the fleet financial performance at levels that were
last seen in 2018 as measured in annualized adjusted EBITDA per fleet, the hard work and
dedication of our employees combined with deep relationships with our partners across
the value chain, enabled us to achieve strong operational efficiency and environment still
impacted By supply chain challenges in the second quarter revenue was $943 million, a
19% sequential and 62% year-over-year increase. Net income for the quarter was $105
million or $0.55 per fully diluted share. Adjusted EBITDA for the quarter was $196 million, a
114% increase over the prior quarter. Liberty's first half of 2022 is starting to reveal the
value creation from our 2021 acquisitions and our insistence upon getting the business
integration done right, consistent with our focus on long-term results we positioned the
company to deliver top tier performance through cycles with a focus on free cash flow
generation and maximizing returns. We're driving cash flow expansion now allows us to
fund compelling organic investments to grow our competitive advantage while also
returning cash to shareholders. Our strong financial results and a constructive outlook
support the reinstatement of our return of capital program. Beginning with the Board
approved $250 million share buyback program, our guiding principle is to maximize the
value of the Liberty share. We believe the flexibility afforded by share repurchase
program gives us the ability to opportunistically act on a dislocated stock price calibrated
by market and business conditions while the global economic recovery outlook has
softened on reverberating impact from higher inflation rising interest rates and the
Russian invasion of Ukraine, oil and gas markets remain constructive eight years of under-
investment in upstream oil and gas production exacerbated by inept global policy
initiatives. Aimed at incentivizing and energy transition has created a mismatch of supply
and demand today historically low global oil and gas inventories liberty to OPEC spare
production capacity and in Zurich and refining capacity are colliding with increased energy
demand oil and natural gas demand growth is coming from the post pandemic recovery
in travel China's emergence from its enforce COVID lockdowns plus seasonal demand
factors. These are all further magnified by the Russia, Ukraine conflict and the potential for
sanctions imposed on Russian oil exports coupled with Russia's decision to constrain
natural gas pipeline exports to Europe. The greatest risk to our marketplace in the severe
recession that leads to a drop in global demand for oil and natural gas, a moderate
recession typically leads only to a slowing in the rate of demand growth for oil and natural
gas, which would likely not be overly disruptive to our customers' activity given today's low
inventory levels and tight supply and demand balances. The recovery in oil supply appears
to be under greater threat that oil demand. North America is positioned to be the largest
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oil and gas markets remain constructcc ive eight years of under-
investment in upstream oil and gas productcc ion exacerbated by inept global policy
initiatives. Aimed at incentivizing and energy transition has created a mismatch of supply
and demand today historically low global oil and gas inventories libertrr y to OPEC spare
productcc ion capacity and in Zurich and refining capacity are colliding with increased energy
demand oil and natural gas demand growth is coming from the post pandemic recovery
in travel China's emergence from its enforce COVID lockdowns plus seasonal demand
factcc ors. These are all furtrr her magnified by the Russia, Ukraine conflictcc and the potential for
sanctcc ions imposed on Russian oil exportrr s coupled with Russia's decision to constrain
natural gas pipeline exportrr s to Europe. The greatest risk to our marketplace in the severe
recession that leads to a drop in global demand for oil and natural gas, a moderate
recession typically leads only to a slowing in the rate of demand growth for oil and natural
gas, which would likely not be overly disruptive to our customers' actcc ivity given today's low
inventory levels and tight supply and demand balances. The recovery in oil supply appears
to be under greater threat that oil demand. Nortrr h America is positioned to be the largest
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provider of the incremental oil and gas supply today E&P operators are evaluating the
opportunity to deploy incremental capital in North America to modestly grow production
while remaining focused on shareholder priorities. The fundamental demand call North
American oil and gas supply is strong, supply is restricted by a tight frac market where
equipment supply chain and labor constraints limit frac fleet availability and service quality
available to our customers. Many frac companies are struggling to execute in today's
environment. Moreover operator's desire ESG-friendly frac fleet technologies they
provide the opportunity for both significant emission reductions and large fuel savings
liberty is uniquely positioned with the technology scale and vertical integration to meet
demand for service quality and best-in-class technology, the frac market is near full
utilization at few service providers have the fleet capacity and supply chain reach to satisfy
E&P operators goals. Liberty with discipline and restraining fleet reactivations in the post-
COVID era of muted returns pricing has now recovered to where Liberty in support of our
customers long-term development needs is reactivating several of our recently acquired
available fleets from the once the transaction. Importantly, these long-term dedicated
customers seek additional next generation fleets that are simply not available today in the
market. And Liberty is providing an avenue to serve those customers and simultaneously
drive free cash flow from these existing fleets to reinvest in our fleet modernization
program and free cash flow liberty is also partnering with key customers on the
deployment have two additional digi frac electric fleets in early 2023 demand is very
strong for the technically superior design Liberty developed throughout the downturn. It
drives better safety and efficiency, a rare commodity in a tight market, the strong frac
market and specific conversations with our customers give us confidence in the demand
for Liberty services into the coming year. In the third quarter, we expect approximately
10% sequential revenue growth, primarily driven by fleet reactivations and modest net
pricing increases third quarter margins are expected to improve from contribution of
incremental fleets and modest price improvement. Partially offset by ongoing supply chain
operational and inflationary pressures. Since the 2020 downturn we have made the
decision to refrain from reactivating fleets. We got the economics and longevity business
to support the on boarding of the new crew and the capital associated with restoring
equipment. Today, we are one of the few players in the market with the equipment
available to support rising demand for frac services, we are also one of the only players
with their supply chain capacity to support these services as sand and other materials
remain in short supply reactivating fleet is a long-term strategic decision. We are not spot
fleets but rather fleets that will go to high quality dedicated customers that are interested
in a road to next generation solutions over time today next generation equipment is in
short supply and will remain so for the foreseeable future to maintain development
program produce are seeking a frac crew are willing to take equipment available to
support their operations in the near term. Our Liberty reactivated fleets are largely well
maintain Tier 2 digital equipment that came with the OneStim acquisition these fleets are
coming online at favorable prices that support the hiring and training of the new in the
long term. Our next generation technology expansion program and increasing our free
cash flow generation. Our minimal capital outweigh the unit economics of these fleets
generate free cash flow that provide a source of funding for investment in our fleet
modernization program over the long term next generation fleets will replace older
technologies. While we already have one of the largest dual fuel fleets available. Our
equipment makeup will evolve to an entirely next generation fleet over time but fleet
reactivations are not market share driven decisions, but our investments in driving the
increase in value of a share of Liberty stock by investing at the right time. With the right
economics. We are also excited to announce a $10 million investment in Thermal Energy a
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provider of the incremental oil and gas supply today E&P operators are evaluating the
opportrr unity to deploy incremental capital in Nortrr h America to modestly grow productcc ion
while remaining focused on shareholder priorities. The fundamental demand call Nortrr h
American oil and gas supply is strong, supply is restrictc ed by a tight frac market where
equipment supply chain and labor constraints limit frac fleet availability and service quality
available to our customers. Many frac companies are struggling to execute in today's
environment.

the frac market is near full
utilization at few service providers have the fleet capacity and supply chain reach to satisfy
E&P operators goals.

pricing has now recovered to where Libertrr y in supportrr of our
customers long-term development needs is reactcc ivating several of our recently acquired
available fleets from the once the transactcc ion. Importrr antly,yy these long-term dedicated
customers seek additional next generation fleets that are simply not available today in the
market. And Libertrr y is providing an avenue to serve those customers and simultaneously
drive free cash flow from these existing fleets to reinvest in our fleet modernization
program and free cash flow libertrr y is also partrr nering with key customers on the
deployment have two additional digi frac electc ric fleets in early 2023 demand is very
strong for the technically superior design Libertrr y developed throughout the downturn.

In the third quartrr er,r we expectc approximately
10% sequential revenue growth, primarily driven by fleet reactcc ivations and modest net
pricing increases third quartrr er margins are expectc ed

next generation equipment is in
shortrr supply and will remain so for the foreseeable future to maintain development
program produce are seeking a frac crew are willing to take equipment available to
supportrr their operations in the near term.
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next generation geothermal technology company that develops geothermal assets more
dispatchable reliable baseload grid power with low carbon intensity with this investment
liberty expand in the supporting geothermal resource development leveraging our
extensive expertise in sub-surface engineering and pressure pumping assets that help
create dense underground networks combine the earth's heat for electricity production.
We chose this investment opportunity because of our belief in the concept viability a
quality of for both team and the size of the potential resource already captured
unconventional geothermal applications offer our potential pragmatic solution for a
reliable source of low carbon electricity and we are excited to be part of the journey. Our
team is diligently working to support a world where we are seeing the greatest threat To
energy security reliability and affordability in decades. Yesterday, we released our 2022
better in human lives report placing today's global energy security prices in proper
context and showcasing Liberty leadership in clean energy technology innovation. Our
drive is to bring awareness of the importance of energy assets expanding further into the
topics of geopolitics, food security and the four pillars of the modern world. Cement,
steel, plastics and fertilizer all critically enabled by hydrocarbons ESG has always been part
of our DNA. Since day one and we bring the focus our innovation and investments in
digital technology engine technology, sand logistics and supply chains as well as our
robust governance and it's the people and culture that find us. With that I'd like to turn the
call over to Michael Stock, our CFO to discuss our financial results.

{BIO 20143195 <GO>}

Good morning, everyone We are pleased with our second quarter results. The entire
Liberty family altogether to provide exceptional execution for our customers and deliver
record revenue, net income and adjusted EBITDA. We are navigating to see the
advantages of the transformative work our team accomplished through the integration of
OneStim and prospect as already generating returns at a faster pace than we projected
out at our Investor Day a little over one year ago.

Successfully achieving scale of vertical integration by doing the integration of the right
place has been key to our financial performance and position us well. Entering into the
second half, with the right momentum this quarter, we reached annualized adjusted
EBITDA per fleet levels that will last seen in 2018. We believe that we are only at the early
stages of the Oilfield Services upside.

Liberty is a company in a much different scale of integration today and we were in 2018.
We are in an even stronger position to lead the industry and technology and service
quality and to expand our profitability are based in class frac fleet technologies have
evolved include Liberty's built the business as you frac fleet. The rate is the industry
standard on providing the lowest emission technology in the market with superior to your
ability reliability enhanced automation and controls.

Our Tier 4 DGB fleet is growing significantly and there is dual fuel pumps automated
controls that maximize gas substitution for diesel and an environment savings for fuel cost
arbitrage has increased over the last year, we had expected supply chain with two of our
own same mine deeper partnerships with our suppliers, allow us to deliver superior
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Our
team is diligently working to supportrr a world where we are seeing the greatest threat To
energy security reliability and affordability in decades.
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Market fundamentals continue to improve for our industry. We are well positioned to
support global energy needs by continuing to invest in early part of the cycle to maximize
free cash flow over the long term, we are now (inaudible), a 550 million for full year
translate do in approximately $200 million increase reflects an additional next generation
technology investments, including incremental spending additional digifrac fleets and
property exchange and we put sand equipment.

As well as capital base in the frac fleet reactivation. And with the transaction of
approximately $35 to $60 million including the one fleets deployed in [ph] the balance
that will be deployed in the second half of the year. The incremental adjusted EBITDA, we
are on track to achieve in 2022 relative to the beginning of the year is expected to file
more that exceed the additional CapEx spending in our budget.

As a result, we expect to be free cash flow positive for the full year, point to after
investing in these long-term compared to the past, we expect to be into 2023 with an
active frac fleet count in the low 40s investments we are making in 2022 we'll further
expand earnings potential in 2023 at our fleet modernization plans is expected to
continue 2023, we believe capital spending is likely to be able to work 2022, 2023.

We anticipate strong 2023 free cash flow conversion, 50%, driven by both incremental
profitability from 2022 investments and continued margin expansion initiatives. We are
very a fleet of the latest technologies as we enter what we expect to be a longer duration
for the gas side.

As we stated at the beginning of the year. We have significant flexibility in adjusting our
capital spending to depend on economic conditions, customer and returns expectations
as we look to the future increased free cash flow generation capability of our reposition
business successful once this integration operational execution.

The fundamental outlook allows us to meet our capital allocation priorities of disciplined
investments to expand. Earnings per share balance sheet strength and return of capital to
shareholders. With that I will now to it over to Chris. Before we open for Q&A.

{BIO 5777543 <GO>}

Thanks, Michael. The world is gripped today by serious energy and food crisis that is of
our own making it is not in fact due to any shortage of available resources. It is due
entirely to investment decisions and a growing very added barriers to investment in
hydrocarbons.

The very hydrocarbons without which the modern world. It's simply not possible. It is
admirable that the public regulators in our industry our team to improve the quality and
cleanliness of our activities. It is not admirable that so many are mostly driven fact free
impediments to investment have come from government regulations and geo will
engagement and Wall Street to often equating lower Greenhouse gas with better in all
cases the blame for the current energy crisis also falls on our industry for too often
compliant going along with the endless anti-hydrocarbon fashion of today. If it is not for us
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The world is gripped today by serious energy and food crisis that is of
our own making it is not in factcc due to any shortrr age of available resources. It is due
entirely to investment decisions and a growing very added barriers to investment in
hydrocarbons.

The very hydrocarbons without which the modern world. It's simply not possible. It is
admirable that the public regulators in our industry our team to improve the quality and
cleanliness of our actc ivities. It is not admirable that so many are mostly driven factcc free
impediments to investment have come from government regulations and geo will
engagement and WaWW ll Street to often equating lower Greenhouse gas with better in all
cases the blame for the current energy crisis also falls on our industry for too often
compliant going along with the endless anti-hydrocarbon fashion of today. If it is not for us
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to speak candidly honestly and loudly about the critical role hydrocarbons play in the
modern world and most critically for those desiring simply to join the modern world then
who else will play this role, certainly it is not been political leaders, activities, academics or
celebrities it is us that must carry that torch. Otherwise the immense human damage we
see today from the lack of investment in hydrocarbon production and hydrocarbon
infrastructure will be only the beginning. Our command of his prices towards that end, I
strongly encourage everyone to read Liberty improved and expanded version of
bettering human lives that was released on our website last night, it touches on many
critical issues better either overlooked misunderstood or simply ignored. We welcome all
feedback on this report as we strive to be honest brokers for information on how the
world energized today how it might be energized in the future and what the inevitable
trade-offs must be made individuals are all entitled to their own opinions. They are not
entitled to their own set of facts that idea from Daniel Patrick Moynihan. I will now turn it
over to the operator for questions.

QQuueessttiioonnss AAnndd AAnnsswweerrss

(Operator Instructions) Our first question comes from Chase Mulvehill with Bank of
America. Please go ahead with your question.

Hi, good morning everybody. I guess first thing I wanted to hit on just the CapEx, obviously
a big bump here, you've got the new builds. The incremental newbuilds the Digi frac
fleets in the first half of next year. So could you just kind of split up the CapEx of the 500
to 550 between upgrades and reactivations versus new builds in versus maintenance this,
so we can kind to get a context of kind of where the CapEx we gone.

(inaudible) really yeah. So I'll take you back sort of what we announced at the beginning
part of the year great the 200 change that was announced we think about it I think two
newbuild Digi, frankly, about 120 million probably the $58 million with the reactivations as a
balances. Just to make some additional we can handling technologies and so margin for
projects that were green lighted with the food pricing.

Okay. Let me ask you just the fleets that you're reactivating in the back half of the year are
you spending to upgrade those are those just going to be kind of Tier 2 fleets

If (inaudible) we are not upgrading into Tier 2 DGB their price obviously you could, but
they are being to some degree Liberty to where they are, they would be a Liberty Tier 2.
So they have longevity with them, which will then support the loan generation move of
those clients to next generation fleets kind of that with each of those lines, but that is
different cadence with every one of them, but during the next five years.
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to speak candidly honestly and loudly about the critical role hydrocarbons play in the
modern world and most critically for those desiring simply to join the modern world then
who else will play this role, certrr ainly it is not been political leaders, actc ivities, academics or
celebrities it is us that must carry that torch. Otherwise the immense human damage we
see today from the lack of investment in hydrocarbon productc ion and hydrocarbon
infrastructc ure will be only the beginning.
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Great. Chris. And Michael, congrats on the solid quarter here, they want to build on some
of your comments, you mentioned you don't expect to add capacity, but broadly
speaking, do you see current profitability levels as incentivizing your competitor set about
adding capacity in the market overall I guess where we're going with it is, do you see
disciplined failing it all.

{BIO 5777543 <GO>}

We have it see any of that and the property, we're close to all the equipment builders is I
don't know what the any fleet being built that are not really driven by EFG year stacks. I
don't know of any straight guidance capacity adds, they probably are, but if there is, it's
very small, very little certainly amongst the bigger players who are an increasing share of
the marketplace these days.

Yeah, I don't think there's any appetite look hey you couldn't do it all the markets great
today I want three more fleets well sign up for 15 months and you'll get what's the market
going to be in 15 months as people like they are obviously burden from overbuilding or
redeploying too many idle idle equipment in the past. So no, we have not seen updating
the discipline we've seen a pretty rational dialog between us and our customers in a
marketplace today where our customers have just fantastic returns and yet we're still
lagging a ways behind that, but we're moving in that direction as well.

{BIO 20143195 <GO>}

Just to point out, I mean really think about it is, 10% first of the year now that attrition can
be delayed, somewhat it is a very strong market, but eventually comps. So I think that's
one of the things you've got to look at when we look at sort of what being built and it
seems to be balancing with attrition and over the long term.

{BIO 16213187 <GO>}

Now get perspective it and the follow-up is just around labor, a year ago on these calls,
we were spending a lot of time talking about how tight labor environment is and just talk
about what you're seeing right now, are you still facing labor challenges and and how are
you mitigating some of those risks.

{BIO 5777543 <GO>}

Yeah. Labor markets remain tight, I would say you're seeing them a few more people
coming back into the labor force so incrementally better than it was six months ago, but
still a very tight labor market nothing like we've seen in the last 10 or 12 years so
incremental improvement in the right direction, what we focused on is very you can
Liberty specific opportunities about why it's a great place to work at Liberty why people
love their jobs here while we have low turnover.

So, but it is in on the ground effort and we're go into trade schools or people are learning
to become electricians that welders and setting in those groups having them to in turn
that Liberty that's NCAA like signing ceremony that people sign on to join Liberty whether
it's Alabama, (inaudible) or somewhere that may not be right in the middle of the oil
patch.
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we're close to all the equipment builders is I
don't know what the any fleet being built that are not really driven by EFG year stacks. I
don't know of any straight guidance capacity adds, they probably are, but if there is, it's
very small, very little certrr ainly amongst the bigger players who are an increasing share of
the marketplace these days.

YeY ah, I don't think there's any appetite look hey you couldn't do it all the markets great
today I want three more fleets well sign up for 15 months and you'll get what's the market
going to be in 15 months as people like they are obviously burden from overbuilding or
redeploying too many idle idle equipment in the past. So no, we have not seen updating
the discipline we've seen a pretty rational dialog between us and our customers in a
marketplace today where our customers have just fantastic returns and yet we're still
lagging a ways behind that, but we're moving in that directcc ion as well.

YeY ah. Labor markets remain tight, I would say you're seeing them a few more people
coming back into the labor force so incrementally better than it was six months ago, but
still a very tight labor market nothing like we've seen in the last 10 or 12 years so
incremental improvement in the right directcc ion, what we focused on is very you can
Libertrr y specific opportrr unities about why it's a great place to work at Libertrr y why people
love their jobs here while we have low turnover.rr
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So I give huge credit to our recruiting and HR team just had to change the game a bit to
find and attract people to come in, but people come here and if you treat a well and they
have a great job, this is an exciting industry. So they're are all solvable problems, but yes,
it is a challenge and it is a significant constraint, I would say others in turnover in our
industry as a whole. I would say is probably still quite high and most everything in our
industry short-handed today.

So I don't want to get too much comfort on the labor brought to bear real but I think
Liberty can do in a pretty good job navigating.

{BIO 16213187 <GO>}

Yes, sir.

Our next question comes from John Daniel with Daniel Energy Partners. Please go ahead
with your question.

{BIO 16168320 <GO>}
Hey, guys. Phenomenal quarter congratulations quick question on the incremental fleets
how much of that growth is driven by your ability to tie your own sands and access to that
sand versus just but overall industry demand.

{BIO 5777543 <GO>}

That gets people did this is almost all from existing customers get want to get want to do
a little bit of incremental activity or maybe they split their work between Liberty and
somebody else and somebody else is struggling and they're not getting consistent
throughput they're not, they're not getting things done the way like them to be done, but
if I, I think that the pull there is, we know you guys we trust you guys, you can't deliver
what are the economics it would take to get a little more of that it's all of that

Package of course course John but we buy a lot of sand from third parties as well. Look,
we're in a bunch of different basins. So it's not just that we have sand mines it's that we
have relationships with history in a tight procurement market I would say, our goal has
always been does not just be a preferred provider.

But to be the preferred partner to our suppliers as well. So I color on that too.

And then the integrations not on specific base, they are, it's pretty popular license which
of some degree, helps in the ability to source labor and support those fleets and for
supply chain to support those fleets. So the key things you're asking at this present point
in time revenue against fleet is really use case also labor source it can supply chain
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PaP ckage of course course John but we buy a lot of sand from third partrr ies as well. Look,
we're in a bunch of different basins. So it's not just that we have sand mines it's that we
have relationships with history in a tight procurement market I would say,yy our goal has
always been does not just be a preferred provider.rr
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Okay, got it. Thank you, guys, great quarter again.

{BIO 5777543 <GO>}

Yeah. I appreciate you do not have, we're in that drop.

Our next question comes from Roger Read with Wells Fargo. Please go ahead with your
question.

{BIO 6161944 <GO>}

Yeah. Thank you. Good morning I guess some of these questions have been asked
maybe dig in just a little bit deeper on what you're seeing in terms of who's coming to
you to bid for potential new fleets or any future reactivations and have we seen that as a
difference between sort of oil and gas basins understanding you don't like to disclose
exactly where the fleets are.

But as you think about what's going on and the bidding side, what you're seeing from
your customers.

{BIO 5777543 <GO>}

I would say it's pretty balanced right now it's strong across the sector was strong,
meaning that the economics are good pull for incremental demand but the pull this for
very small incremental demand the fleet count from the start of the year till today, maybe
a real 10% growth a little bit fast at the start of the year probably moves a few percent
from here at the end of the year.

And we sort of model next year is sort of flattish at the end of this year and there is
simply people wanted 24 fleets next year I think we don't think there is there. So we
expect to see that continued sort of flattish with a slow creep upwards in active fleet
count.

And I would say, reasonably balanced between oil and gas you know the end markets in
both are pretty strong right now. But in both markets everyone across our cost of our just
brands you are current customers know with the mindset across everyone is it's hard to
add incremental supply and it wouldn't be good if we all had a lot of incremental supply.

That's all the gas production in frac fleets. So I think it's a pretty disciplined silver state of
affairs in the industry today.

{BIO 6161944 <GO>}

Yeah, thanks for that. And then maybe as a way to tie that into sort of production
expectations as we look to the end of this year and next year. You mentioned earlier in
the call challenges for operating efficiency for the industry. Just want time a little bit with
the labor issues, but if you think about our relatively stable capacity in 2023.
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And I would say,yy reasonably balanced between oil and gas you know the end markets in
both are pretty strong right now.

the pull this for
very small incremental demand the fleet count from the startrr of the year till today,yy maybe
a real 10% growth a little bit fast at the startrr of the year probably moves a few percent
from here at the end of the year.rr

And we sortrr of model next year is sortrr of flattish at the end of this year and there is
simply people wanted 24 fleets next year I think we don't think there is there. So we
expectcc to see that continued sortrr of flattish with a slow creep upwards in actc ive fleet
count.
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I mean does that imply that if we don't get significant operating efficiency improvements
trained labor et cetera that it will be hard to deliver more wells and more production in
2023.

{BIO 5777543 <GO>}

Well, what is the current activity level, it's sort of I guess a biggest proxy for what's going
to happen in the US oil and gas production in the rate at which tells the same are going
underground way more important to rig count frankly better than rig count. But really it's
held to saying going underground that's the metric we based production predictions and
drive now, it's not straight simple as whereas the sand going underground how it goes
because there is of, there is a details around that with the current level of activity is drive
intraday modest growth in both US oil and natural gas production.

I think we've said in the beginning of this year we expected 700,000 or 800,000 exit
over exit oil production growth this year. I think that's a reasonable estimate we might be
a bit above that, but we might be a bit below that. I think that's a reasonable pace at
which we're running right now and if you keep going at the current rate we would see a
similar growth rate next year.

So I think you'll see, again, probably a little million barrels a day of US EksoWorks rate oil
production growth this year probably on track to see a similar level next year. Now, while
they have gone that but 500 to a million barrels a day of exit over exit growth rate next
year probably.

And continued you know -- even more cautious here natural gas is growing and group
production rate will grow. But again also at a modest rate and its current activities next
year's plans, I think it continues to grow next year at a modest rate.

{BIO 6161944 <GO>}

Great, thank you.

{BIO 5777543 <GO>}

Thanks Roger thanks Roger.

Our next question comes from Scott Gruber with Citi Group. Please go ahead with your
question.

{BIO 6761975 <GO>}

Morning. So as we've talked to investors, the last couple of quarters, third a general
current disconnect between market expectations for frac fleet utilization and the
trajectory of per-fleet profitability many initially looked at the 2017, 2018 up cycle as a
comp now saying just week that up cycle was if you look back at 2011, 2012 per fleet
profitability closer to $30 million.
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I think we've said in the beginning of this year we expectcc ed 700,000 or 800,000 exit
over exit oil productcc ion growth this year.rr I think that's a reasonable estimate we might be
a bit above that, but we might be a bit below that. I think that's a reasonable pace at
which we're running right now and if you keep going at the current rate we would see a
similar growth rate next year.rr

So I think you'll see, again, probably a little million barrels a day of US EksoWoWW rks rate oil
productcc ion growth this year probably on track to see a similar level next year.rr Now, while
they have gone that but 500 to a million barrels a day of exit over exit growth rate next
year probably.

And continued you know -- even more cautious here natural gas is growing and group
productcc ion rate will grow. But again also at a modest rate and its current actcc ivities next
year's plans, I think it continues to grow next year at a modest rate.
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With repricing spot market rigs, the impact of Alpha Technologies, and improved fixed
cost absorption, we expect normalized margins to increase by approximately $2,000 U.S.
dollars to $2,500 U.S. dollars per day in Q3, resulting in averaged margins in the mid
9,000 per day for the quarter and moving through $10,000 per day into the fourth
quarter.

As a reminder, our Q2 call last year, we forecasted U.S. field margins to the bottom during
the second half of 2021, which played out with daily margins hovering in the low to mid
5,000 per day through the first quarter of this year. With our forward guidance, we are
projecting field margins to nearly double from Q1 to Q4 and continue to increase into
2023.

In Canada, our operating margin was $7,736 per day in Q2. Excluding the impact of crews
in 2021 our quarterly daily margin increased $2,489 per day and significantly exceeded our
guidance of a $500 per day increase. Our strong margin performance was supported by
hire day rates Alpha Technologies and increased labor and cost recoveries. Of note, is our
higher daily operating cost during the quarter, we have previously communicated
inflationary impacts with our daily operating cost mainly labor and repair and maintenance.
And these factors have certainly driven cost higher on both sides of the border.

In Canada during the quarter, we incurred additional operating costs due to higher pass-
through costs cost associated with our operations, we have had productive conversations
with our customers about certain operating and capital costs such as excess wear and
equipment and provincial taxes and agreed to pass through the higher costs which have
resulted in higher daily operating costs and higher day rates. For Q3, we expect daily
operating margins to increase to 8,000 to 1500 per day a year-on-year increase of
approximately $3,000 due to the improved pricing impact of Alpha Technologies
increased cost recoveries and fixed cost absorption for reference daily operating margin
in Q3, 2021 excluding cues and one-time, recoveries with $5,303.

Moving to our CMP segment. Our revenue increased 60% to $33 million while adjusted
EBITDA was $5 million. These results were positively impacted by a 14% increase in well
service hours, and improved pricing as industry-wide shortage, high-quality assets and
skilled labors is driving day rates out.

Our recent well-service acquisition provides need a consolidation within the well-service
industry. With our expected cost synergies of $5 million annualized and our ability to
leverage our scale, we believe this is an accretive transaction with the potential to
generate significant cash flow and support our debt reduction strategy. We expect the
transaction to close in the coming days.

We remain firmly committed to reducing debt by over $400 million between 2022 and
2025 with the target of $75 million this year. During the quarter, we reduced our Senior
Credit Facility balance by $70 million and ended the quarter with $52 million in cash and
more than $540 million in available liquidity excluding letters of credit.
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With our forward guidance, we are
projectcc ing field margins to nearly double from Q1 to Q4 and continue to increase into
2023.

e have previously communicated
inflationary impactcc s with our daily operating cost mainly labor and repair and maintenance.
And these factcc ors have certrr ainly driven cost higher on both sides of the border.rr
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Our net debt to drillings 12-month EBITDA ratio is approximately 4.5x an average cost of
data 6.6%. We expect our net adjusted EBITDA before share-based compensation
expense to be closer to 3x by year-end and decline further into 2023 toward our goal of
below 1.5x.

With rising concerns about high spec rig availability customers are seeking longer-term
commitments and we were locking in higher day rates would take or pay term contracts.
Particularly for opportunities, which require capital for rig upgrades. This is driving an
improved outlook Precision's free cash flow in the second half of the year into 2023 to
deliver on our customer back rig upgrades of which we expect over 20 during 2022 and
certain drill pipe commitments we are increasing our capital budget to $149 million for the
year up from $125 million. As a reminder, for our upgrades, we require full cash-on-cash
payback within the term of the contract and rates of return well above our cost of capital.

Moving on to our guidance for 2022, depreciation is expected to be $275 million SG&A is
expected to be approximately $75 million before share-based compensation expense,
cash interest expense is expected to be $80 million to $85 million for the year, and cash
taxes are expected to remain low and our effective tax rate will be approximately 5%.

I will now turn the call over to Kevin.

{BIO 5564746 <GO>}

Thank you, Carey. The result is that the customer demand and market tightness we
discussed in our first quarter conference call, is gaining momentum we see this across all
North American service lines.

In the United States, we are currently operating 57 rigs with confirmed bookings and
contracts, we expect activity to climb into the high 60s later this year and virtually all
Precision Super Triple rigs will be active. Fair lease continues to rise as industry supply is
very tight to this great class, and customers sensing rig shortages are willingly walking in
term contracts at the highest leading edge rates. Since the beginning of this year, we've
added 39 term contracts. Some of these involving rig upgrades during this really are
ranging from AlphaAutomation the addition of third pumps for generators and pad
walking systems. Also included our several EverGreen Battery Energy Storage Systems to
Evergreen Highline Power Systems and the Evergreen Power Management and Emissions
Monitoring apps. This emission, all capital upgrades are backed by take a pay contracts,
which we will return the capital investment both in the contract term.

Today all Precision's active Super Triple rigs are drilling a multi-well pads and all virtually all
have extended horizontal drilling capabilities. Over two-thirds of these rigs utilize
AlphaAutomation and AlphaApps and many are adopting health analytics to further
enhance performance. Living its day rates for these rigs is now approaching the mid-30s
range with the AlphaDigital services over and above that rate with Alpha and other Ellicott
services such as many as pressure drilling support. Some bill rates now are in the high 30s
to $40,000 per day range.

FI
N
A
L

B
lo
o
m
b
er
g
Tr
an

sc
ri
p
t

With rising concerns about high spec rig availability customers are seeking longer-term
commitments and we were locking in higher day rates would take or pay term contractcc s.
PaP rtrr icularly for opportrr unities, which require capital for rig upgrades.

In the United States, we are currently operating 57 rigs with confirmed bookings and
contractc s, we expectcc actcc ivity to climb into the high 60s later this year and virtrr ually all
Precision Super Triple rigs will be actc ive.

e the beginning of this year,r we've
added 39 term contractcc s.

Over two-thirds of these rigs utilize
AlphaAutomation and AlphaApps and many are adopting health analytics to furtrr her
enhance performance.
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Market pricing discipline remains a key tactical consideration and during the quarter we
rejected several bid opportunities with customer pricing expectations below our desired
thresholds. We remain keenly focused on improving day rates, and marginal levels which
will ensure an appropriate financial return on our fleet investment something we've not
seen in several years. As Carey mentioned, our fleet wide margins bottomed early in the
third quarter of last year, we've already recovered by approximately $1500 and with
expect this margin recovery pickup pace as leading-edge rates in AlphaAutomation
revenues filtered through our fleet. As you can see, from our previously reported day rate
trends for a guidance, the lifetime for fleet average has to approach leading-edge rates
is typically six to nine months. As such, we project a strong cash flow profile for U.S. drilling
business through 2023.

Turning to our Canadian market. Activity has rebounded to well above 2019 levels,
supported by the strong oil and gas commodity prices. Currently, we are operating 61 rigs
in visibility to over 70 rigs for this quarter. I previously mentioned the Clearwater play,
which emerged late last year but we are seeing a strong rebound in conventional heavy
oil, safety and strengthening activity and most other oil and gas regions in Canada. The
Precision Super Single rig is a regulatory sequential heavy oil safety in the Clearwater
region, and we expect our utilization to exceed 80% with leading-edge rates progressing
into a low 20s for this highly cost-effective (Inaudible).

In the Montney deep basin, gas liquids activity remains strong. permitting delays in British
Columbia have led to several operators diverting activity to Alberta and the min term.

Precision's Super Triple 1,200 mains clear rig of choice the region with well over half the
pad triple market share. Currently, we're fully booked for a fleet of 28 Super Triples and
we see customer demand exceeding the available rig supply by several rigs for the first
quarter of next year. While we do not believe that rising rig rates or even contract terms
will stimulate new builds. The pricing tension on Super Triples will continue. This may also
drive some incremental demand on the less efficient heavy telly doubles as customers
compete for the most efficient rigs available in the market.

The rigs possible that we could mobilize one or two more rigs to Canada from the DGA
Basin of living edge rates in Canada continue to push into the 30s for these rigs.

We're turning to a healthy profitable and self-funded service industry is essential for our
customers and for our investors. Precision's market position in Canada dictates that we
lead the industry recovery for rates margins of financial performance. As I mentioned in
the prior calls, our sales team is committed to pushing rates and marching Precision back
to profitability. And there's no question this has led to uncomfortable conversations with
some customers who have grown accustomed to the excess services supply in a trance
price deflation of the last several years especially through the pandemic.

Precision's firm pricing discipline has been rejecting some work with customer pricing
expectations are simply too low or customers are unwilling to accept take or pay contracts
to cover rig upgrades. This short-term impact is that we've given up market share on the
order of 10 to 20 rigs for Q3, Q4 projects. However, this pricing discipline is essential we
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Currently,yy we are operating 61 rigs
in visibility to over 70 rigs for this quartrr er.rr I previously mentioned the Clearwater play,yy
which emerged late last year but we are seeing a strong rebound in conventional heavy
oil, safety and strengthening actc ivity and most other oil and gas regions in Canada. The
Precision Super Single rig is a regulatory sequential heavy oil safety in the Clearwater
region, and we expectcc our utilization to exceed 80% with leading-edge rates progressing
into a low 20s for this highly cost-effectc ive (Inaudible).

In the Montney deep basin, gas liquids actcc ivity remains strong. permitting delays in British
Columbia have led to several operators divertrr ing actcc ivity to Albertrr a and the min term.

Currently,yy we're fully booked for a fleet of 28 Super Triples and
we see customer demand exceeding the available rig supply by several rigs for the first
quartrr er of next year.rr While

As I mentioned in
the prior calls, our sales team is committed to pushing rates and marching Precision back
to profitability. And there's no question this has led to uncomfortrr able conversations with
some customers who have grown accustomed to the excess services supply in a trance
price deflation of the last several years especially through the pandemic.
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remain committed to returning to profitability and sustaining a strong free cash flow
profile.

Customer adoption of AlphaAutomation in Canada's caught up with our U.S. market
penetration at the benefits of Alpha becoming widely accepted by our Canadian
customers. Today, over 60% of our Canadian Super Triple rigs are running Alpha, and we
expect this will rise to over 80% by year-end. We're experiencing strong customer
demands in our well servicing business segments and are thrilled to be adding 250 highly
regarded people in 51 marketed rigs from High Arctic branded as Concorde Well
Servicing Group.

With the 48 Precision service rigs running this week, we are already hitting our Q1 peak
and expected with a Concorde team a combined activity level will be in the 80 to 85
range later this quarter. Our highest rating rates are pushing over $1,000 per hour and
with several service rigs currently working 24 hour projects we see a revenue profile, it's
very encouraging. Yeah, we believe we still have a ways to go will pricing and utilization
gains. As if this segment continues to recover,

Now, I've been talking about the importance and value of consolidation in this business
line for several years now, and is very good to execute this deal and bring new rigs
together. As mentioned in the our press release, we expect short-term synergies values
with $5 million range. I also believe that from a revenue and cash flow standpoint the
margins synergies will be much stronger over time. This acquisition will further
demonstrate the operational leverage and scale value inherent to the precision business
model.

The shortage of skilled labor is stressing all parts of our economy and oil service sector is
not immune. Now Precision's recruiting and retention performance has been excellent in
all regions. Yet we note the emerging safety challenges associated with a larger
component of our field crews staffed with less experienced or green workers. And this
safety challenge has been intensified by those customers who seemed only focused on
capital discipline, which then prioritize has speed and efficiency. The safety of our people
in integrity of our safety processes are far away Precision's top operational priority. And I
mentioned this as it's imperative that the service providers and the customers remain
tightly aligned when safety has a key priority in the field.

Now turning to our international segment. The most important development is the large
multi-rig tender we mentioned in our press release. This is a project we've been
discussing for several quarters, and we expect to hear more over the coming weeks as
the submitted tenders are now under evaluation by our customers. We remain confident
that our (Inaudible) region weight will be reactivated with long-term contracts later this
year or early next year if we continue to explore several other opportunities in the region
for all of our idle rigs. Our business in the Kingdom of Saudi Arabia remains stable with the
three operating rigs recently renewed for a further five-year period.

Finally, regarding our debt reduction and capital return commitments, we remain firmly on
track to deliver on both targets. We'll continue to carefully manage our cash flow and uses
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Customer adoption of AlphaAutomation in Canada's caught up with our U.S. market
penetration at the benefits of Alpha becoming widely accepted by our Canadian
customers. Today,yy over 60% of our Canadian Super Triple rigs are running

With the 48 Precision service rigs running this week, we are already hitting our Q1 peak
and expectc ed with a Concorde team a combined actc ivity level will be in the 80 to 85
range later this quartrr er.rr

The shortrr age of skilled labor is stressing all partrr s of our economy and oil service sectc or is
not immune. Now Precision's recruiting and retention performance has been excellent in
all regions. YeY t we note the emerging safety challenges associated with a larger
component of our field crews staffed with less experienced or green workers. And this
safety challenge has been intensified by those customers who seemed only focused on
capital discipline,

The most importrr ant development is the large
multi-rig tender we mentioned in our press release.

, and weAlpha,
expectcc this will rise to over 80% by year-end.
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of cash to ensure we get both our short-term and long-term debt reduction and capital
return commitments. You can see this in our these are opportunistic contract fact, capital
spending programs, the creative consideration payment term is through the well service
acquisition that are intense focus on pricing, costs and margin.

I'll wrap up by thanking the people of Precision for their hard work and the excellent
results they are delivering and again welcome to 250 employees joining Precision our
well-service business.

So I'll now turn the call back to the operator for questions.

QQuueessttiioonnss AAnndd AAnnsswweerrss

(Question And Answer)

(Operator Instructions) Please stand by while we compile the Q&A roster. Our first
question comes from Aaron MacNeil with TDS Securities. Your line is now open.

{BIO 19667184 <GO>}

Good afternoon, all. Thanks for taking my questions. Kevin, can you speak to what the
capital commitment and scope of upgrade may be for the range of contracts you signed
this quarter? And maybe a particular focus on a handful of multiyear contracts that you
signed? And I guess to ask the question more specifically, are those longer-term contracts
as a result of a higher upgrade cost? And where are you at sort of in terms of your
marginal capital cost of reactivation?

{BIO 5564746 <GO>}

I'll catch a part of this and Carey will pick up part of it, Aaron. So first of all, let me kind of
cover what we're seeing in customer drilling contracting. I would say that the longer-term
contracts are linked to longer-term customer spending plans. They're not linked to trying
to extend the payback terms on a capital investment.

We're targeting IRRs on these investments that are, as Carey said in the call, well above
our cost of capital. But really looking at payback terms that return on capital, probably in
most cases, in less than a year, despite contract terms, it might be 18 months or 2 years.

The scope of the upgrades are typically in the $1 million to $3 million range. If the rig
needs a third pump, if it needs a fourth generator and a pad walking system, that would
be the upper end of that range, call that $3 million, and maybe in some cases, $4 million,
if you're adding on Alpha.

Many of these, though, it might just be like a third pump, fourth generator or just an Alpha
upgrade. So there's a range, and the range is really from $0.5 million to $3 million or a
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WeWW 're targeting IRRs on these investments that are, as Carey said in the call, well above
our cost of capital. But really looking at payback terms that return on capital, probably in
most cases, in less than a year,r despite contractcc terms, it might be 18 months or 2 years.

The scope of the upgrades are typically in the $1 million to $3 million range. If the rig
needs a third pump, if it needs a fourtrr h generator and a pad walking system, that would
be the upper end of that range, call that $3 million, and maybe in some cases, $4 million,
if you're adding on Alpha.

Many of these, though, it might just be like a third pump, fourtrr h generator or just an Alpha
upgrade. So there's a range, and the range is really from $0.5 million to $3 million or a
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little beyond $3 million. Carey, do you want to discuss activation piece for a little bit?

{BIO 18294352 <GO>}

Yes. So I'll just to add it. Some of those upgrades also include EverGreen products such as
battery packs. So we've got that range of kind of $0.5 million to $3 million, $4 million, and
in terms of -- and that's all going to be on the capital side. And then on the -- in the U.S.
market where we continue to incur some costs on reactivating rigs, they've gotten a bit
more expensive from the $150,000 to $250,000 range that we quoted most of last year
and into the first part of this year. And now the rig reactivations are really kind of more in
that $250,000 to maybe $500,000 range. So there's a bit more operating expense as
we reactivate rigs in the U.S.

{BIO 19667184 <GO>}

Understood. Kevin, on the paid Alpha day, I was surprised to see they're only at 4% year-
over-year. Was there anything unusual going on this quarter? And do you expect to see
growth in percentage terms over the balance of the year or --

{BIO 5564746 <GO>}

Yes. I think my guidance of an increase in utilization should help to point you towards
some of that growth. And we're getting to the point now where we're only adding -- I
think we added 5 Alpha systems in the first quarter. So the -- we're getting into the case
where the base numbers are big enough that growth of 50% is going to be a little bit high
to expect going forward.

{BIO 19667184 <GO>}

Understood.

{BIO 5564746 <GO>}

Certainly, there's no (Technical Difficulty) resistance. If you bake in a little bit of seasonality
in Canada, there's a bit of an explanation for some of that reduction, so just a few moving
pieces in the second quarter. I think Q3 results should be a little more indicative of that
trajectory.

{BIO 19667184 <GO>}

Maybe I'll sneak one clarification question in as well. The $5 million in operating costs
related to the well control event even with the $1 million deductible, it just seems like a lot.
What's actually in that number if the remediations accounted for separately. Again, it just
takes me as a lot in the context of what a well might actually cost to drill.

{BIO 5564746 <GO>}

Aaron, we're drilling turnkey wells in -- along the Gulf Coast and the typically gas wells.
And these wells could be anywhere in total cost from, let's say, $1 million to $10 million. So
what you're seeing in this case is kind of the full cost of the well that at this point, we
haven't begun to redrill or reenter this well. We're still finishing up the remediation. I'd
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little beyond $3 million. Carey,yy do you want to discuss actc ivation piece for a little bit?
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expect that we'll go back in and sidetrack and redrill as well and finish it off and recover a
significant portion of that, but we're not giving any guidance on that yet.

{BIO 19667184 <GO>}

Got it. Understood. Thanks for taking my questions. I'll turn it over.

{BIO 5564746 <GO>}

Thank you.

One moment please for our next question. Our next question comes from Waqar Syed
with ATB Financial. Your line is open.

{BIO 1958105 <GO>}

Thank you for taking my question. Kevin, in terms of the well abandonment program, it
looks like there's a lot of runway in Alberta. It requires a lot of additional work. But you also
have the federal program that could end at some point. How do you see the
abandonment program over the long term kind of play out? And how does this acquisition
kind of fit into that?

{BIO 5564746 <GO>}

Waqar good question. There are several kind of moving pieces right now around
abandonments. I Think probably one of the more important things we didn't mention on
the call is that the Alberta Energy Regulator has -- is increasing the requirements on the
operators to invest in abandonments. So there's an increasing push forcing operators to
manage those abandonments, to approve the abandonments and manage
abandonments. We're seeing rising, I call it, core demand on abandonments over and
above the funded program of federal government administered by the province.

So we've got kind of three things playing together right now, really having business --
higher commodity prices, stimulating some of that catch-up maintenance work, you've got
this regulatory requirement that's going to increase the amount of maintenance work to
abandonment wells and at the tail end of the federal abandonment program that's going
to be spent between now and next February. So we see a lot of drivers kind of in the
short term, but some longer-term drivers around company obligations to abandoned
wells and then AER[ph] increasing requirements.

Certainly, we think that the business -- the well servicing business has a very strong
outlook with moderate to high commodity prices. Looking at the activity we have kind of
booked for the fall and winter right now, I think our timing of this acquisition was key for us.
And we're keen to get that rig count up into the 80s and maybe higher as we bring on
more staff.

{BIO 1958105 <GO>}
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abandonments. I Think probably one of the more importrr ant things we didn't mention on
the call is that the Albertrr a Energy Regulator has -- is increasing the requirements on the
operators to invest in abandonments. So there's an increasing push forcing operators to
manage those abandonments, to approve the abandonments and manage
abandonments. WeWW 're seeing rising, I call it, core demand on abandonments over and
above the funded program of federal government administered by the province.

So we've got kind of three things playing together right now, really having business --
higher commodity prices, stimulating some of that catch-up maintenance work, you've got
this regulatory requirement that's going to increase the amount of maintenance work to
abandonment wells and at the tail end of the federal abandonment program that's going
to be spent between now and next February. So we see a lot of drivers kind of in the
shortrr term, but some longer-term drivers around company obligations to abandoned
wells and then AER[ph] increasing requirements.

Certrr ainly,yy we think that the business -- the well servicing business has a very strong
outlook with moderate to high commodity prices. Looking at the actcc ivity we have kind of
booked for the fall and winter right now, I think our timing of this acquisition was key for us.
And we're keen to get that rig count up into the 80s and maybe higher as we bring on
more staff.
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Okay. And certainly, you have critical mass in Canada in well servicing. And how do you see
your U.S. business? Is that a core business for you?

{BIO 5564746 <GO>}

Well, for us, we have a kind of like a (inaudible) in North Dakota. It borders on
Saskatchewan. The assets are similar. The type of customers are similar. It's actually
marketed to customers who are close to the border. So while it is U.S. revenue it's
adjacent to what we're doing in Canada. I view this an adjacency rather than a some
strategic push into the U.S.

{BIO 1958105 <GO>}

And Carey, your leading-edge margins look to be in the U.S. in $13,500 to $15,000 type
kind of range. Is it still you think six to nine months to get the fleet to those kind of
margins?

{BIO 18294352 <GO>}

Yes. I think, as Kevin said, we've got historical precedence that usually is how long it takes
to get the leading-edge into kind of fleet averages. We've given guidance for -- specific
guidance for Q3. I think we've gotten some soft guidance for Q4, and then look for
continuing guidance a quarter or two forward.

Certainly, for the for the Super Triple 1500s, we're seeing the fleet reprice to that
leading-edge rate and then the 1200s are pricing a little bit lower. So I think -- certainly,
we've got some runway to get it meaningfully over $10,000, but I'll stop short of giving
guidance on what the ultimate fleet average margin is going to be next year.

{BIO 1958105 <GO>}

Sure. And just one final question. In terms of the rig involved in the well control incident, I
understand that's a total write-off. Was that a -- what type of rig was involved?

{BIO 5564746 <GO>}

It was one of our legacy 2,000 horsepower rigs. It was upgraded that had horizontal
capabilities. And we have another rig in the fleet that we'll be bringing into -- we drill that
well and continue with our turnkey business.

{BIO 1958105 <GO>}

Great. Thank you very much.

{BIO 5564746 <GO>}

Thanks, Waqar.

Operator, you can queue the next question for us please
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WeWW ll, for us, we have a kind of like a (inaudible) in Nortrr h Dakota. It borders on
Saskatchewan. The assets are similar.rr The type of customers are similar.rr It's actcc ually
marketed to customers who are close to the border.rr So while it is U.S. revenue it's
adjacent to what we're doing in Canada. I view this an adjacency rather than a some
strategic push into the U.S
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Yes. Our next call comes from Cole Pereira with Stifel. Your line is open. Please go ahead.

{BIO 22180923 <GO>}

Afternoon, everyone. Kevin, you talked on it a little bit, but thinking about leading-edge
Canadian day rates in the low $30,000 a day range, is -- so from your comments, is that
enough, you think, to move a rig up from the DJ? Or does it have to move a little bit
higher? And from some of your discussions to-date, where do you think these leading-
edge rates in Canada could go in the winter?

{BIO 5564746 <GO>}

Well, Cole, those are really great questions. I've got at least 35 customers who would like
to have the same answer. That said, that rig that we're talking about that could move up in
the U.S. also has an opportunity cost tied to the U.S. operations. So we would need to see
a differential in rates that would cover the move cost, at least. And I'd say that probably
rates below $30,000 don't do that. But as you get into the $30,000s, if you've got -- if
we have the opportunity to bring Alpha on and things like that, then we're getting into the
right territory.

{BIO 22180923 <GO>}

Okay. Got it. And you talked a little bit about in Canada, but just the significant tailwinds for
U.S. day rates, I mean, are you concerned at all that other drillers could start thinking about
new builds? Or does it just not make sense as you can do a large-scale upgrade at a
more economic rate?

{BIO 5564746 <GO>}

Certainly, I think there's a pool of the rigs in the U.S. We have some of those ourselves.
Look at our fleet for just a moment, we have beyond our current fleet of Super Triples in
the U.S., we have another 12 to 15 high-spec DC SCR rigs that have AC tough drives[ph].
And the conversion cost to bring those rigs into kind of full super-spec, we think about a
range of $12 million to $14 million per rig. So that's substantially less than a new build.

If day rates flow up into the upper $30,000s for the rig itself, which the trajectory certainly
appears that way, then we're probably looking at those upgrades sometime in calendar
2023 and stretching beyond that. I think our -- the industry has probably collectively
somewhere between 75 and 100 rigs that look like that. They can do the same thing.

So I think they're still quite a ways away from a full on shortage of rigs. I would also
comment that Precision Drilling being a public company and most of our large-scale peers
were all public companies, this capital discipline theme remains fundamental to everything
we're doing, and we certainly see that behavior among our peers. So I think there's a lot
of reluctance to growing rig fleets and investing capital right now and capital is still scarce.
And we're being valued based on the returns we can generate, not on the growth profile.
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I mean, are you concerned at all that other drillers could startrr thinking about
new builds? O

Look at our fleet for just a moment, we have beyond our current fleet of Super Triples in
the U.S., we have another 12 to 15 high-spec DC SCR rigs that have AC tough drives[ph].
And the conversion cost to bring those rigs into kind of full super-spec, we think about a
range of $12 million to $14 million per rig. So that's substantially less than a new build.

If day rates flow up into the upper $30,000s for the rig itself, which the trajectcc ory certrr ainly
appears that way,yy then we're probably looking at those upgrades sometime in calendar
2023 and stretching beyond that. I think our -- the industry has probably collectcc ively
somewhere between 75 and 100 rigs that look like that. They can do the same thing.

So I think they're still quite a ways away from a full on shortrr age of rigs. I would also
comment that Precision Drilling being a public company and most of our large-scale peers
were all public companies, this capital discipline theme remains fundamental to everything
we're doing, and we certrr ainly see that behavior among our peers. So I think there's a lot
of reluctcc ance to growing rig fleets and investing capital right now and capital is still scarce.
And we're being valued based on the returns we can generate, not on the growth profile.
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So I just -- I don't see new builds on the horizon. I do see potential for these moderately
costed upgrades. And in a world where you can get this $36,000 or $38,000 a day for a
rig, which if it's drilling wells in 10 days, that's really not a big incremental cost on the well, I
think we have another 12 to 15 rigs we can bring into play next year.

{BIO 22180923 <GO>}

Okay. Got it. That's helpful. Thanks. That's all for me. I'll turn it back.

{BIO 5564746 <GO>}

Thank you.

Operator, please queue up the next question for us.

(Operator Instructions) And our next question comes from Keith MacKey from RBC.

{BIO 19833215 <GO>}

Hi. Good afternoon. And thanks for taking my questions. Just wanted to start out on the
rig contracts and the additions coming into the field, the second half of this year. It looks
like your current customer mix in the U.S. is predominantly private company weighted a
little bit more gas weighted than oil. Can you just comment on where and what types of
customers these upcoming rigs might be working for?

{BIO 5564746 <GO>}

I'd say probably a more blended mix of both publics -- looking forward in private. So
publics have been more reluctant to add rigs. And we've certainly seen year-to-date
industry-wide and Precision for sure, much more traction on the private side of the
business.

And I can even tell you kind of looking forward at our bid book, which still remains quite
strong. It's still primarily comprised of 1s and 2s. So we don't see any huge shifts into
growth yet. We do see public E&Ps looking to start to focus on recovering and rebuilding
or balancing their completions with their drilling. So I think we'll see a few rigs are to creep
back in through public drillers that are public E&Ps that need to start to rebuild their
inventory of declining decks[ph]. So I'd say it's really or weighted looking forward and
more public weighted looking forward.

{BIO 19833215 <GO>}

Got it. Thanks for that, Kevin. Maybe just turning to the capital. So $149 million now for
2022. Maybe if you could just comment on your average maintenance capital per rig that
will give us a bit of a baseline to get into 2023. And then is there any growth capital
associated with these latest contracts that will also spill into 2023?
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So I just -- I don't see new builds on the horizon. I do see potential for these moderately
costed upgrades. And in a world where you can get this $36,000 or $38,000 a day for a
rig, which if it's drilling wells in 10 days, that's really not a big incremental cost on the well, I
think we have another 12 to 15 rigs we can bring into play next year.rr

It looks
like your current customer mix in the U.S. is predominantly private company weighted a
little bit more gas weighted than oil. Can

I'd say probably a more blended mix of both publics -- looking forward in private. So
publics have been more reluctcc ant to add rigs. And we've certrr ainly seen year-to-date
industry-wide and Precision for sure, much more tractcc ion on the private side of the
business.

And I can even tell you kind of looking forward at our bid book, which still remains quite
strong. It's still primarily comprised of 1s and 2s. So we don't see any huge shifts into
growth yet. WeWW do see public E&PsPP looking to startrr to focus on recovering and rebuilding
or balancing their completions with their drilling. So I think we'll see a few rigs are to creep
back in through public drillers that are public E&PsPP that need to startrr to rebuild their
inventory of declining decks[ph]. So I'd say it's really or weighted looking forward and
more public weighted looking forward.
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{BIO 18294352 <GO>}

And, John, this is Carey. I would just add in that if that does happen, that seems like a lot
of capital for growth. But the implied day rates in that type of environment would
generate a significant amount of cash flow where we'll be able to fund those upgrades
within cash flow for the year and still have to meet our debt reductions.

That's a good problem. Okay. A bit of a softball, it's not intended to be a softball, but
more of an educational question for me, but on AlphaAutomation, and you guys have
made great progress over the last several quarters. And I would assume with more and
more and more systems, you've got much better data about the rig performance, those
with it versus those without it.Can you just remind us, elaborate a little bit on sort of the
differences you've seen to-date and where it might go?

{BIO 5564746 <GO>}

So a couple of things. For sure, we can validate the time savings, the value of the base
platform, AlphaAutomation. I'd say that different customers have valued apps differently.
They just have different programs. They have certain apps work for them, some don't. But
like both apps, whether it's up in your phone, some people for Google Maps, some
prefer Apple Maps. I get that. And we're seeing that kind of emerging on the app side.
But I would tell you that I think that if you look out three or four years, it's hard to imagine
that every development drilling rig on a pad isn't using automation. Whether it's our
system or somebody else's system, every rig should be -- every single rig should be using
automation. Every single rig should be using some basket of apps that operator thinks are
appropriate for their program.

But you can see I presume, a demonstrable difference in performance between those
without versus those with, or no?

{BIO 5564746 <GO>}

Well, here's what I'll say, certain operators with intense engineering and company man
oversight, can convince themselves that they can make the rig run as fast as -- that drill
are working really fast at his peak performance. It is really hard for a driller to be on --
100% on, 12 hours a day, 10 days in a row. Software eliminates all of that human
uncertainty. And what we have seen is that we can get that best well every single time
with every driller. We don't have to have the best driller. We don't have to have the driller
fully rested.

Right. Okay.

{BIO 5564746 <GO>}

And we've got key studies to demonstrate that quite clearly.
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But you can see I presume, a demonstrable difference in performance between those
without versus those with, or no?

{BIO 5564746 <GO>}

WeWW ll, here's what I'll say,yy certrr ain operators with intense engineering and company man
oversight, can convince themselves that they can make the rig run as fast as -- that drill
are working really fast at his peak performance. It is really hard for a driller to be on --
100% on, 12 hours a day,yy 10 days in a row. Software eliminates all of that human
uncertrr ainty. And what we have seen is that we can get that best well every single time
with every driller.rr WeWW don't have to have the best driller.rr WeWW don't have to have the driller
fully rested.
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Thanks Brad. So, just before we begin, I'd like to remind everyone that this conference call
may contain Forward-Looking statements and other information based on current
expectations of results for the company, certain material factors or assumptions that were
applied in drawing conclusions or making projections are reflected in the forward-looking
information section of our second quarter 2022 MD&A A number of business risks and
uncertainties could cause actual results to differ materially from these forward-looking
statements and our financial outlook. Please refer to our 2021 annual information form and
the business risks section of our Q2, 2022 MD&A, and our MD&A for the year ended
December 31, 2021 for a more complete description of the business risks and
uncertainties facing Trican. These documents are available on our website and on SEDAR
During this call, we will refer to several common industry terms and use certain non-GAAP
measures which are more fully described in our 2021 annual MD&A and in our second
quarter 2022 MD&A Our quarterly results were released after the close of market last
night and are available both on SEDAR and on our website.

So with that, let's move on to our results for the quarter, most of my comments will draw
comparisons to the second quarter of last year, but also provide a few comments with
respect to our results comparing ourselves to Q1 of 2022. Revenue for the quarter, $153
million was an increase of about 63% compared to the same quarter of last year, activity
levels during the quarter were generally higher than last years period with many of our
customers not quite able to complete their Q1 '22 programs as cold weather delayed
operations is the beginning of the year. So, portion of that work, that was expected to be
performed in Q1 of 2022, carried forward and that completed in early Q2. Commodity
prices remained strong through the quarter.

And we had relatively favorable weather conditions throughout which allowed our
customers to work effectively through their programs, resulting in in a somewhat more
muted spring break up than many prior years. We realized some price improvements
across our service lines during the quarter, a contrast to typical Q2 were pricing often
declines but it didn't really translate into significantly higher margins as better pricing only
serve to offset continued inflationary pressures faced in all of our major cost categories.
From our activity perspective, our overall job count year-over-year was relatively flat but
total profit -- comped a good measure of well intensity and activity was up about 7% year-
over-year with average tonnage pumped per job increasing reflecting the company's
strong position in the deep technically challenging work found in the Duvernay and Deep
Basin areas. Adjusted EBITDA for the quarter came in at $19.2 million, a significant
improvement over the $14.2 million we generated in Q2 of '21 especially considering that
last year's results included also included about 6.1 million of contribution from the
Canadian emergency wage and rent subsidy programs that did not occur this year.

I would also note that are adjusted EBITDA figure includes expenditures related to fluid
and replacements which told $1 million in the quarter $1 million in the quarter and that we
expensed during the period. Adjusted EBITDA for the quarter came in at $23.6 million a
significant improvement compared to the $16.2 million we printed last year, again with last
year's results including the contributions from the wage and subsidy programs I noted
earlier. To arrive at EBITDA if effectively add the effects of cash settled stock based
compensation back to more clearly show the results of our actual operations without
some of the financial noise related to these amounts, we continue to make progress in
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customers to work effectc ively through their programs, resulting in in a somewhat more
muted spring break up than many prior years.
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strength monetizing some of are stranded assets including excess real estate with a
number of transactions closing in the quarter bringing in in about $15.1 million and cash
proceeds and generating $2.3 million and net gains on disposal. On a consolidated basis,
we generated positive earnings of $1.5 million in the quarter or about $0.01 per share, and
I would note that achieving positive earnings in the second quarter is no small feat and
something that we're very pleased with.

We generated free cash flow of about $14.6 million during the quarter, as compared to
$9.6 million during Q2 of last year. And our definition of free cash flow is essentially
EBITDAS less any non-discretionary cash expenditures which include interest, cash taxes,
cash-settled stock-based compensation and maintenance capital expenditures. CapEx for
the quarter totaled about $24.7 million split between maintenance capital of $4.0 million
and our growth or upgrade capital of 20.7 million dedicated mainly to our ongoing capital
refurbishment program through that ongoing program we're upgrading a portion of are
conventionally powered diesel pumper fleet with low emissions natural gas burning tier 4
DGB engines. Balance sheet, remains an excellent shape, we exited the quarter with
positive working capital of approximately 115 million, including net cash of 20 million and
no long-term bank debts.

Finally, with respect to our own going NCIB program remained quite active during the
quarter and re-purchased approximately 2.6 million shares bringing our total shares were
purchased to June 30 to for 5.4 million shares an average price of about 360 -- 363 per
share. Continue to view share repurchases as a solid investment opportunity in the
portion of our capital will continue going there in the context of returning capital to
shareholders. So with that, I'll turn things back over to Brad for comments on our
operating conditions and our outlooks going forward.

{BIO 15908055 <GO>}

Thanks it's got.

Overall Q2 was better than prior years we still experience seasonality in Canada due to
the spring following conditions and that does restrict access to the well site. So Q2 has no
matter how you regardless of the weather or people's intentions you always going to
have a reduced program and Q2, but fortunately it appears that the trend now is for a
busier breakups than historically we've experienced and I think it's just a combination of
better planning and logistics with respect to multi-well paths which allows more work to
continue on through the quarter and I think a lot of our customers are bonding roads et
cetera. So the Q2 the quarter overall was very good we did have some relatively
significant project delays though heavy rains in June pushed a fair bit of our work out of
unit into Q3, we continued to see costs escalations and Q2 preliminary -- primarily driven
by increased diesel costs and as everybody knows diesel, prices affect almost everything
in all aspects of our business, including, , products third-party trucking just day-to-day life
requires a lot of hard to carbons to make it go around. We continue to see fuel
surcharges on rails, which are significant in this obviously impacts our costs on sand and
chemicals.
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So the Q2 the quartrr er overall was very good we did have some relatively
significant projectcc delays though heavy rains in June pushed a fair bit of our work out of
unit into Q3, we continued to see costs escalations and Q2 preliminary -- primarily driven
by increased diesel costs and as everybody knows diesel, prices affectcc almost everything
in all aspectcc s of our business, including, , productcc s third-partrr y trucking just day-to-day life
requires a lot of hard to carbons to make it go around. WeWW continue to see fuel
surcharges on rails, which are significant in this obviously impactc s our costs on sand and
chemicals.

but fortrr unately it appears that the trend now is for a
busier breakups than historically we've experienced and I think it's just a combination of
better planning and logistics with respectc to multi-well paths which allows more work to
continue on through the quartrr er an
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We held firm on pricing and flowed through the most of the inflation to our customers, we
didn't discount any of our prices like historical you have seen and I think that will be the
trend of the future, but, see inflation significant and it's it takes a lot of effort to keep up
with it and make sure that we not only keep up keep up, and get ahead of it and I think
we have, I think we have done that now, when we look at Q3 and Q4 we expect a second
half of the year to be quite busy as commodity prices remain high. Our third quarter is
fully booked and our Q4 is quickly booking up and typically at this time of year we have
fairly good visibility leading up to Christmas and from everything that's on the Board
today, the second half of this year's going to be as should be really busy and which should
be a great year. We did, we're very happy with our start to the quarter, we're very busy,
July should be a great month. We've got a really good activity in the field, the weather's
cleared up, and I think we're up and running quite efficiently.

We've so far, this month, we've been setting records, sales and volumes pumped. got all
of our people and equipment in the field in operating, operating very, very efficiently from
a fact -- Frakkin cement crews perspective, we think the basin will very soon be
approaching capacity and it should stay a capacity for the remainder of the year in the coil
market we're, I think we're already there in fact, I think we're, we've been under supplied
and coil now for, for the past few months and if we could, we would we would probably
double our coil division, it's very, very active and the margins are quite attractive, we're
operating 7 Frack crews and seven coil crews out of the seven for a cruise, two of the
fleet's are the new Tier 4 DGB equipment, which runs on natural gas instead of diesel.
And we're operating at about 60% of our capacity in the Frack division. So we're running
sort of 7 out of 12 fracture.

12 factors on the cementing side were running about 17 crews, that provides us with an
overall market share of sort of 35%, but in the deep basin in the mountain, high market
share would be quite higher than that. We expect our cementing business, to be very
busy throughout Q3 and Q4 and as a rigs get added to the field. Obviously, we are
hoping to add more cement crews try to keep up, today's rig counts, in the low 200s,
which is 50 more rigs than we had at this time last year. So again, it's just more evidence
that the second half of 2022 should be very busy.

Our customers remain very disciplined with respect to their capital budgets, they're
focused on returning capital to their shareholders paying down debt and I think just taking
a very financial approach to their projects. It's important to note, LNG activity has started in
the field from a drilling perspective, I think we're I think we're all expecting LNG facility and
get them out to be on stream, I think in 2025 and the drilling activity now has sort of
officially started and from what we understand LNG Canada is behind on their gas
production and so we expect that as the months go by the LNG related drilling activity will
do nothing but increase. We are gaining traction with respect to net pricing we've it's
been difficult keeping up with inflation today but I think we finally sort of beat it with
respect to the rate of change and these improved pricing and higher activity levels that
will require additional crews in the field will ultimately contribute to better margins and
increase and increase in free cash flow for the second half of this year. We are expecting
margin expansion both in Q3 and Q4 compared to Q1 the Q1, people are going to be the
bottleneck, I think for the next few years.
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WeWW held firm on pricing and flowed through the most of the inflation to our customers, we
didn't discount any of our prices like historical you have seen and I think that will be the
trend of the future,

think we have done that now, when we look at Q3 and Q4 we expectcc a second
half of the year to be quite busy as commodity prices remain high. Our third quartrr er is
fully booked and our Q4 is quickly booking up and typically at this time of year we have
fairly good visibility leading up to Christmas and from everything that's on the Board
today,yy the second half of this year's going to be as should be really busy and which should
be a great year.rr WeWW did, we're very happy with our startrr to the quartrr er,rr we're very busy,yy
July should be a great month. WeWW 've got a really good actcc ivity in the field, the weather's
cleared up, and I think we're up and running quite efficiently.

Frakkin cement crews perspectc ive, we think the basin will very soon be
approaching capacity and it should stay a capacity for the remainder of the year in the coil
market we're, I think we're already there

Our customers remain very disciplined with respectcc to their capital budgets, they're
focused on returning capital to their shareholders paying down debt and I think just taking
a very financial approach to their projectcc s. It's importrr ant to note, LNG actcc ivity has startrr ed in
the field from a drilling perspectc ive, I think we're I think we're all expectcc ing LNG facility and
get them out to be on stream, I think in 2025 and the drilling actc ivity now has sortrr of
officially startrr ed and from what we understand LNG Canada is behind on their gas
productcc ion and so we expectcc that as the months go by the LNG related drilling actcc ivity will
do nothing but increase
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Any crew editions require a long lead time to try to find people where we are actively
recruiting throughout Canada, we have had some successes lately, we take great pride in
our staff and the work they do. We're very fortunate that everybody has Trican is very
committed and we have an excellent safety record without their dedication, we wouldn't
be able to operate as efficiently as we have, especially through COVID and last few years.
Retention remains one of our top priorities as we are attracting new people to the
industry that are working in the oil and gas industry for the first time, we're still seeing that
there's more attractive lifestyles that they made they may want to leave for, fortunately
these are really high paying jobs and we're focused on, making this as a good place to
work for our people. We're starting we're starting to see some of the cost inflation
stabilized, the rate of change since basically Q4 of last year was extremely steep.

And I think that's has sort of leveled out a little bit here. And, even though the inflation is, I
think the rate of change of inflation slowing, we're still our supply chain is still stressed
particularly in sand[ph], we think the sand mines and the rail is operating basically at
capacity and we do expect some temporary and shortages to occur in the second half of
2022. And, we have a great logistics and planning department. And so, we look at this,
one of the services that were able to offer our customers is just reliable services.

And we are well ahead of the what we think will be sand, the chemical shortages and
we've made plans to make sure that we manage through that as efficiently as possible.
We -- third party party is, third-party trucking is also one of the bottlenecks in the industry
and just logistics in general of moving this much sand around takes a lot of effort a lot of
planning and we expect us to be extremely tight for the remainder of 2022, there's less
trucks and basin today so it takes just that much more planning ahead of time to make
sure that we're operating as efficiently in the field and minimizing any delays for our
customers. It's important to note just on, on how operations in the field are working today
like as an industry last four years we've become extremely efficient with our operations
we've gone from pumping sort of 14 to 16 hours a day to two over 22 hours a day now,
and up until now the customers benefited from all that efficiency as all all those cost
savings were passed on and we're starting to get some of that back I was just think what
we'll see is as margins expand, we'll be able to bring more equipment into the field.
We've made great strides with respect to technology and innovation, we're very focused
on running the latest state-of-the-art equipment providing chemical solutions that reduce
fresh water consumption and when more environmentally friendly products that whether
it's isolating water zones with cement, using produced waters at a fresh water, reducing
emissions in the field, we've taken, great strides to invest in our technology to make sure
that, we're providing the best services possible.

Our guiding principle is clean air, clean water, and so when we think about the services
that we want to offer, we want to make sure that they're sustainable throughout the, next,
decades not just through the rest of the year. On the Tier 4 side, we rolled out our first
Tier 4 fraks [ph] bread in early very early Q1, we're very happy with the results we have
over 2,400 pumping hours on that crew to date our second tier for spread is now in the
field, it's not yet an incremental fleet it has displaced older conventional diesel equipment
and until we can get the staff trained and operating efficiently we won't have an
incremental crew in the field we expect incremental crew to come late this quarter so
that'll be our 8 frac spread. We are adding an additional third Tier 4 spread and that will

IN
IT
IA
L
D
R
A
FT

B
lo
o
m
b
er
g
Tr
an

sc
ri
p
t

Any crew editions require a long lead time to try to find people where we are actc ively
recruiting throughout Canada,

we are attractc ing new people to the
industry that are working in the oil and gas industry for the first time, we're still seeing that
there's more attractcc ive lifestyles that they made they may want to leave for,r fortrr unately
these are really high paying jobs

WeWW 're startrr ing we're startrr ing to see some of the cost inflation
stabilized, the rate of change since basically Q4 of last year was extremely steep.

And I think that's has sortrr of leveled out a little bit here. And, even though the inflation is, I
think the rate of change of inflation slowing, we're still our supply chain is still stressed
partrr icularly in sand[ph], we think the sand mines and the rail is operating basically at
capacity and we do expectc some temporary and shortrr ages to occur in the second half of
2022. An

just logistics in general of moving this much sand around takes a lot of effortrr a lot of
planning and we expectcc us to be extremely tight for the remainder of 2022, there's less
trucks and basin today so it takes just that much more planning ahead of time to make
sure that we're operating as efficiently in the field and minimizing any delays for our
customers. It's
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Hi, good morning.

Hi, Keith.

{BIO 19833215 <GO>}

Just to start out on the 8 fleet, think Brad said it's going to be incremental and in the field
by later this quarter. Can you just give us a little more context around the staffing of that
fleet, is it fully staffed and now a matter of training? How many of the personnel for that
fleet have been recruited from outside of the province just, just a little more color on that
and I guess it will also affect what happens with the 9th fleet when you get your third Tier
4 DGB later this year. So, maybe just a little commentary on staffing these 8th and 9th
fleets and will they be, incremental or will we see some replacement of existing diesel
fleets for as the new equipment comes in?

Yeah. Just from a recruitment perspective, we're actively recruiting throughout Canada.

I mean, it's not relevant as to where, where people are coming from with respect to what
equipment they work on, but but it does take time a lot longer now than it used to, it used
to be the recruiting cycle could be three months long, you could wait till the last minute
basically to, to to try to recruit incremental equipment, that's going to grew incremental
equipment, that would be going into the field. Now, the lead time on people, I would say
is six months and maybe more, and we're drawing from a pool of people that have
worked more. So now, we're drawing from people that haven't worked in the oil patch
and so there's more training that may be required on whether it's just getting familiar with
the equipment or driving. You know getting a class one license etc.

, so, the recruiting and retention of people into our industry is more important now than it
has ever been. They're very great paying jobs, we think it'll be a stable career for the next
few years at least, so we're trying to, we're trying to sell those attributes of our industry.
But, as we all know, like unemployment is low throughout Canada and COVID has but has
restricted travel from Eastern Canada into the oil patch, of course, people are not
interested in coming to work here unless they know they can go home for their days off
and as the restrictions are lifting we're getting more interest. So when you think about
adding incremental fleets into the field it takes a long time and typically what's going to
happen with fleet 8 and 9 is the equipment is going to come into the field it's going to
displace, either diesel equipment or dual fuel equipment our new cheer for equipment is
much more efficient, much more desirable by the customers know provides lower
emissions hire more reliable pumps.

So there's definitely that's our first, that's our customers forced choice of equipment if
they have the option. So we will bring the equipment into the field will displace pulled this
place holder gear and then as we get as we're happy with our crews, it will become
incremental spreads but the exact timing we just, we can't make that prediction.
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I mean, it's not relevant as to where, where people are coming from with respectcc to what
equipment they work on, but but it does take time a lot longer now than it used to, it used
to be the recruiting cycle could be three months long, you could wait till the last minute
basically to, to to try to recruit incremental equipment, that's going to grew incremental
equipment, that would be going into the field. Now, the lead time on people, I would say
is six months and maybe more, and we're drawing from a pool of people that have
worked more. So now, we're drawing from people that haven't worked in the oil patch
and so there's more training that may be required on whether it's just getting familiar with
the equipment or driving. YoYY u know getting a class one license etc.

, so, the recruiting and retention of people into our industry is more importrr ant now than it
has ever been.

But, as we all know, like unemployment is low throughout Canada and COVID has but has
restrictcc ed travel from Eastern Canada into the oil patch, of course, people are not
interested in coming to work here unless they know they ca

typically what's going to
happen with fleet 8 and 9 is the equipment is going to come into the field it's going to
displace, either diesel equipment or dual fuel equipment our new cheer for equipment is
much more efficient, much more desirable by the customers know provides lower
emissions hire more reliable pumps.



CCoommppaapppp nnyy NNaammee:: TTrricaicarrrr nnWWeelll SSeerrvvrrrr iceice LLttdd
CCoommppaapppp nnyy TTickickeerr::rrrr TTCCWW CCNN EEqquuitityy
DDaattee:: 22002222--0077--2277

Page 8of 15

QQ -- AAnnaalyysstt

AA -- UUnniiddeenntt iififieedd SSppeeaakkeerr

OOppeerraattoorr

QQ - AAaarroonn MMaaccNNeelll

AA -- UUnniiddeenntt iififieedd SSppeeaakkeerr

QQ -- AAnnaalyysstt

That's helpful. And you mentioned some LNG drilling has started up, just curious, if you
started to see some of the RFPs on the frak side, for that drilling.

And even just talk a little bit more about what you've seen there, if anything, and when
you expect to see more of peas to follow up some of this, some of those drilling that
that's occurring?

Yes, we have seen RFPs on the completion side for one of the participants of LNG
Canada, when we're going to see more, I don't know but from what we understand just
from the information that's publicly available, LNG Canada's is of the BCF a day, short on
their commitments. And, of course, they can always buy the gas from other companies
operating in the basin. So be careful not to imply too much from that information. But,
generally what that tells you is, there's going to be activity in the basin that's LNG based.

LNG obviously, is a very, very long term project and so there's just that there's just a layer
of consistent, -- drilling that, is going to be in place that we've never had before. So, we're
not only excited for Canada to participate in the global LNG market, and as we all know
the world needs more Canadian oil and gas. But it's very, it's just nice to have some
reliable consistent projects that are occurring.

The next question is from Aaron MacNell with TD Securities.

Go ahead.

Hey. Morning, all. Couple questions on the new DGB engines, now that you've got more
data, can you give us a sense of what the actual fuel savings are and percentage terms,
metric ton basis whatever you think really, I guess it doesn't really matter, just whatever
you think on as you compare to the fuel costs of it Tier 2 engine or buy fuel engine.

I mean, there's so many operate -- I understand what you're asking, why you're asking it.
Unfortunately, there's just so many operating conditions that greatly influence the fuel
consumption so it's hard to say, but it's not unusual for there to be $70,000 a day savings
on a large fracture spread on fuel or are on a per well basis. So it's significant the price of
natural gas even at these prices is a lot less than $2 a leader for diesel.

Understand.
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YeY s, we have seen RFPsPP on the completion side for one of the partrr icipants of LNG
Canada, when we're going to see more, I don't know but from what we understand just
from the information that's publicly available, LNG Canada's is of the BCF a day,yy shortrr on
their commitments. And, of course, they can always buy the gas from other companies
operating in the basin. So be careful not to imply too much from that information. But,
generally what that tells you is, there's going to be actc ivity in the basin that's LNG based.

LNG obviously,yy is a very,yy very long term projectc and so there's just that there's just a layer
of consistent, -- drilling that, is going to be in place that we've never had before. So, we're
not only excited for Canada to partrr icipate in the global LNG market, and as we all know
the world needs more Canadian oil and gas. But it's very,yy it's just nice to have some
reliable consistent projectcc s that are occurring.
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And that would be like a 30,000 horsepower or -- 25,000?

No. That would be 40,000, --

40,000.

Yeah.

Okay. I just wore 14 times 3, 14 times 3,000 or like 14 pumps at 3,000 horsepower.

Okay. Makes sense.

Now, in terms of as you talk to your customers, what are you hearing from them about the
typical seasonality that you see in Q4 what you're already taught, how about the debt
look like?

I don't think anything's changed, I mean in the past I would say there's more sort of focus
on budget exhaustion versus seasonality, I mean there's always whether interruptions,
doesn't matter what quarter of the year in Canada, we work in the north, it's remote. we
are -- we have four seasons and every time you have a change of seasons, there's issues,
right? So there's always weather delays and Q4 and then, of course, we have, the
Christmas slow down and in Canada, Christmases is a much bigger event than
Thanksgiving. But obviously, based on its on its adjacency to New Year's it, the Christmas
slow down can be a couple of weeks. So there's always those issues, I don't think budget
exhaustion is going to be as big an issue this year as it has in prior years.

Okay. And then, so far and first have your the dividend -- EBITDA margins have kind of
lagged last year's, first half. You see substantial pick up in second. half versus second half
of last year?

Yes, So you're asking second half of this year or second half of last year.

{BIO 1958105 <GO>}

Yeah. That's correct, yeah.
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e work in the nortrr h, it's remote. we
are -- we have four seasons and every time you have a change of seasons, there's issues,
right? So there's always weather delays and Q4 and then, of course, we have, the
Christmas slow down and in Canada, Christmases is a much bigger event than
Thanksgiving. But obviously,yy based on its on its adjacency to New YeY ar's it, the Christmas
slow down can be a couple of weeks. So there's always those issues, I don't think budget
exhaustion is going to be as big an issue this year as it has in prior years.
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{BIO 15908055 <GO>}

Yeah. Yes.

We expect the margins to be higher.

{BIO 16654135 <GO>}

Yeah. Just the other point, I'd add, Waqar, just to remember to normalize last year's
operating results and margins for the amount of wage subsidy programs that came in
there, right? So,

{BIO 1958105 <GO>}

Fair enough. And Brad, in terms of -- you mentioned about sand shortages, and chemical,
shortages, and certainly those are the issues, but could you, maybe talk to the magnitude
of that, do you think that industry activity is going to get disrupted, we not being able to
get things done overall in industry, or is it more kind of a nuisance that's going to be
handled and there's going to be some price inflation and that's about it?

{BIO 15908055 <GO>}

Yeah.

I think, I do actually expect all these feel these short-term shortages and by short term, I
mean, sort of a day or two. So it is going to be I would say it's going to be though a more
consistent nuisance and will we get it done? Yes, but when we look long term we're
always looking a few years down the road and so are we thinking about sort of sand
supply and chemical supply and the volumes because they'll know the volumes have
grown on a per well basis and as the well count grows, you can have some fairly steep
increases in the total tons of sand being pumped. So yeah we are thinking about we are
working with our suppliers on making sure that their operations are matching what we're
seeing.

Yeah, and just one final question, any early read on CapEx for next year?

No.

You know, we're very happy with the Tier 4 performance and so I think it's a fair
assumption that we are going to continue to retrofit our equipment with what we view is
to be the best technology at the time. And right now, that's the Tier 4 DGB engines. If
something better comes along, we're completely agnostic to technology and so will, put
the best technology into the field.
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I think, I do actcc ually expectcc all these feel these shortrr -term shortrr ages and by shortrr term, I
mean, sortrr of a day or two. So it is going to be I would say it's going to be though a more
consistent nuisance and will we get it done? YeY s, but when we look long term we're
always looking a few years down the road and so are we thinking about sortrr of sand
supply and chemical supply and the volumes because they'll know the volumes have
grown on a per well basis and as the well count grows, you can have some fairly steep
increases in the total tons of sand being pumped. So yeah we are thinking about we are
working with our suppliers on making sure that their operations are matching what we're
seeing.
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I don't, I don't think I think very rarely Q4 will ever be stronger than Q3, just due to the
onset of winter and the Christmas break. It's very hard for Q4 of being excessive of Q3.
And just with respect to the equipment additions you have to remember this isn't just
generic equipment that's going into the field, right? So it's very targeted editions with
respect to customer demand for Tier 4 technology and we don't we do this is priced at a
premium and we're prepared to park it if we don't get the right price for it.

Okay, got it.

And some contouring the industries about bottlenecks in cement that you touched on.
Can you just comment on how pricing specifically for that service line should be in the
second half and as well maybe on the cost inflation front.

Yes, cement has probably experienced some of the most significant cost inflation starting
back in Q4, 2021. And so we've really had to be on our toes to keep up with price with
price inflation or -- our cost inflation.

So in general, we're fairly consistent across our service lines with respect to price
increases.

Okay. Got it. And you mention, you plan to increase your share buybacks.

Can you just give somewhat of a quantum of that weather and percentage or dollar
terms?

Yes, I'd say, we've been buying a back roughly, $3 million of shares each month over the
last 6 months. So I would expect that'll be our baseline will probably pick that up a little bit.
And then, as Brad mentioned, we've got some opportunistic funds set aside as well. So
good expected that regular Cadence that we saw in the first 6 months will be a bit higher
in the back half we'll be able to take advantage of some of the price disconnects that
we're seeing.

Yeah, just for modeling purposes, I'd use $4 million a month. But there is depending on
where the share prices go that can influence that but at these levels I would say $4 million
a month is it should be pretty close $4 million worth per month.

Okay. Perfect.

That's all for me. Thanks. I'll turn it back.
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I don't, I don't think I think very rarely Q4 will ever be stronger than Q3, just due to the
onset of winter and the Christmas break. It's very hard for Q4 of being excessive of Q3.
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As Texas heat persists, ERCOT forwards indicate risk of triple-
digit power prices 
JULY 26, 2022 

July peakload average above all-time record 

Chances of diminished wind output increasing 

Quadruple-digit real-time prices more likely 

Judging by forward trading, Electric Reliability Council of Texas power prices will likely average in triple digits into 
September, after a brutal July heat wave pushed real-time prices into quadruple digits and the US National 
Weather Service forecast high chances of above-normal temperatures through summer's end.  

Another factor may be the possibility of dwindling wind output – not on average, but at any particular peak period. 

ERCOT North Hub August on-peak power hit a peak of about $277.85/MWh on June 7, likely in reaction to a heat 
wave then facing the ERCOT grid, but as ERCOT grid operators continued to maintain a conservative operations 
strategy – keeping more dispatchable capacity in reserves – August forwards dipped to about $175/MWh on June 
30, according to Platts assessments. 

 

Another factor in forward traders' confidence that August risk had diminished was likely falling natural gas prices. At 
the Houston Ship Channel, August gas peaked at $9.159/MMBtu on June 6, but fell to $5.229/MMBtu by June 30. 

However, ERCOT North Hub August on-peak subsequently surged $93 to $305/MWh on July 13, when wind 
output plunged to about 700 MW, out of an installed capacity of more than 28 GW. ERCOT North Hub August has 
since had prices above $260/MWh. 



 

As the ERCOT wind fleet has grown, so has its hourly average output, well above the five-year range for each 
month. However, average wind output tends to wane from June through September. Therefore, risk increases for 
sufficient wind power to be unavailable during certain peak hours in August and September. 

'Nearly continuous triple-digit prices' 

"I think it will be likely that there will be nearly continuous triple-digit prices for ERCOT in the next 45 days due to 
the exceptional heat causing peakloads to top 75 GW almost daily," said Campbell Faulkner, senior vice president 
and chief data analyst at OTC Global Holdings, an interdealer commodity broker. 

Indeed, ERCOT data shows its peakload has averaged 75.8 GW month to date through July 25, which is higher 
than what was the all-time record peakload before 2022, 74.5 GW set Aug. 12, 2019. 

Population-weighted cooling degree days have averaged 24.2 so far in July, compared with July's all-time monthly 
average of about 19.5 and August's all-time average of 19.9, according to CustomWeather data. A cooling-degree 
day is the difference between the daily temperature average and 65 degrees F. 

The weather service's August temperature forecast indicates probabilities ranging from 40% to 70% for above-
normal temperatures across the state, and the September-October-November forecast shows probabilities 
ranging from 40% to 60%. 

"The power burn of natural gas caused by the huge increase in CDDs has become a significant factor in the fixed 
prices in ERCOT shooting up over the past year," Faulkner said. "Due to the hugely important marginal effect, 
Texas consumers have not benefitted from the large slug of renewables dispatched into the grid this summer due 
to capacity tightness and fuel costs. Overall, the prices have been relatively tepid considering the heat and load 
with prices being more normalized in the afternoons with only congestion causing 'big' spikes." 

Real-time price spikes 

Such spikes occurred in real-time with systemwide hub locational marginal prices averaging $1,664/MWh on July 
13, for example, during which time the real-time price hovered near the $5,000/MWh systemwide offer cap for 
about four hours. 

"That being said, the new priming point for real-time prices in the afternoon are now sub-$1,000/MWh versus 
$250/MWh in years past," Faulkner said. 



By "priming point," Faulkner said, this is "the new normal, economically primed for that to be the norm as opposed 
to $80" for example. 

"It's a behavioral benchmark where analysts and traders accept it as expected instead of very high," he said. 

The $5,000/MWh systemwide offer cap persists until a "circuit breaker" in the market is tripped, when the offer cap 
drops to $2,000/MWh. That threshold is when the peaker net margin – a theoretical net profit for a gas-fired peaker 
operating with current real-time power and spot gas prices – exceeds three times the net cost of new entry, which 
is currently estimated at $105,000. Thus, if the PNM exceeds $315,000, the circuit breaker trips, and the 
systemwide offer cap drops to $2,000/MWh. 

Faulkner said he still expects the PNM to exceed $315,000 relatively soon. If so generators can only hope for as 
much as $2,000/MWh, but he added: "I am of the opinion that units will continue to be available to bid in daily, if 
only to prevent the negative regulatory externalities." 
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Hawaii gets last shipment of coal: Expect to pay more 
by: Chelsee Yee 
Posted: Jul 28, 2022 / 12:40 PM HST 
Updated: Jul 29, 2022 / 12:16 PM HST 

 

HONOLULU (KHON2) — Hawaii is receiving its final shipment of coal this week, which 
Gov. David Ige called a huge step forward in the state’s transition to clean energy. 

Coal is the cheapest but dirtiest source of power for Oahu. A law put in place a couple of 
years ago will finally shut down the island’s last coal burning power plant. 

“In its time, coal was an important resource for Hawai‘i and I’d like to thank the workers 
who have run our last remaining coal plant,” Ige said in a statement. “Renewable energy 
projects to replace coal are coming online with more on the way.” 

As KHON2’s Always Investigating reports, replacement power projects are behind 
schedule due to unexpected global events with supply chain issues, so Oahu residents 
should prepare to pay even more for electricity this fall. 

In the meantime, consumers can either cut back on power, try solar and batteries, or pay 
more for oil-generated power — which costs as much as five times more than coal. 

Hawaii is the most expensive state for energy costs 

The Kapolei plant has been Oahu’s largest single generator for three decades, meeting 
about 16% of the island’s peak electricity demand. Its closure on Sept. 1 means 
eliminating 180 megawatts of power, or about one-tenth of what Oahu needs. 

“Even as we face challenges in making this 
transition, it’s the right move for our communities 
and planet. Most importantly, it will leave Hawaiʻi a 
better place for our children and grandchildren.” 
GOV. DAVID IGE 

So what can we do about it at home besides getting ready to write bigger checks to 
Hawaiian Electric Company (HECO)? 

HECO vice president Jim Kelly suggests to “really be embracing the idea of conservation,” 
especially during peak hours. Between 5 p.m. and 9 p.m., don’t be cranking on the air 



conditioner, taking long showers, running the oven, or whatever else that requires 
electricity and water. 

For more information on the transition and for tips on saving, click here. 

 

https://www.khon2.com/always-investigating/power-cost-hike-supply-crunch-ahead-as-
last-hawaii-coal-plant-closes/ 

Power cost hike, supply crunch ahead as last Hawaii 
coal plant closes 

 by: Gina Mangieri 

Posted: Jun 23, 2022 / 07:23 PM HST 
Updated: Jun 24, 2022 / 09:37 AM HST 
SHARE 

HONOLULU (KHON2) — Hawaiian Electric (HECO) said Oahu residents should get ready 
to pay even more for electricity this fall. A massive coal power plant is closing, and 
renewable energy intended to replace it won’t be ready in time. Always Investigating has 
the details. 

Coal is the cheapest but dirtiest source of power for Oahu, and a law put into place a 
couple years ago brings that to a hard stop Sept. 1, even though replacement power 
projects are behind schedule. That means consumers can cut back, try solar and 
batteries, or pay more for the oil-generated power that will have to patch the gap this fall. 
How much more is not yet known. 

The Kapolei plant burns coal to make energy, meeting about 16% of the island’s peak 
electricity demand. It has been Oahu’s biggest single generator for three decades, but 
only for the next 69 days. 

“By shutting down that coal plant, we’re also eliminating the last use of coal in the state of 
Hawaii for power generation,” explained Jim Kelly, vice president at HECO. “It’s one of the 
largest emitters of greenhouse gas in the state.” 

Kelly estimated that the output of the AES coal plant was about 1.7 million metric tons of 
carbon dioxide per year but later corrected it to be 1.2 million metric tons of carbon 
dioxide. 

Its closure on Sept. 1 will also eliminate 180 megawatts of power, about one-tenth of what 
Oahu needs. The original plan was to have a whole bunch of big renewable energy 
projects up and running just in time. 



“One of the biggest challenges has been these unexpected global events with supply 
chain issues,” said Wayne Tanaka of the Sierra Club. “As a result, developers can’t 
necessarily fulfill some of the promises or commitments have been made over the past 
few months and years.” 

Tariff issues also hung up solar panel imports. So how do we bridge the gap when the 
plug is pulled on coal? 

“The lights are going to stay on, that’s our number one job,” Kelly said. “And on Sept. 1, 
there isn’t even going to be a blink.” 

Kelly said that’s because HECO has rearranged the maintenance schedules to make sure 
all plants are up and running, creating what they call a “reserve margin” which is basically 
power they have on standby in case we need it. But how? 

“Our oil powered units will be running more than they were before the shutdown of the 
coal plant,” Kelly said. 

Always Investigating asked, what’s the cost differential on that for customers? 

“You know, we’re starting we’re looking at that right now, and some of that is going to just 
depend. We’re forecasting that there is going to be an increase,” Kelly said. “The timing 
really is about as bad as it could be with the increase in oil prices. A year ago, when we 
were looking at this, we didn’t think there was going to be much of a difference at all.” 

Coal right now costs 6 to 8 cents per kilowatt hour, but oil soared to 28 to 30 cents per 
kilowatt hour. 

Meaning oil-generated power costs as much as five times more than coal. That’s the 
ballpark for the steep difference on the 10% or so of the island’s power that once came 
from coal but will need to be made up for with oil — until more utility-scale renewables 
come online as soon as early 2023. 

“There is a cost associated to not burning coal, it is the cheapest fuel, but it’s also the 
dirtiest,” Kelly said. “It’s the right thing to do, but it’s not always the easy thing to do.” 

So what can we do about it at home besides getting ready to write bigger checks to 
HECO? 

If you have solar at home, get on the program for the battery bonus, where you agree to 
use your own power or export to the grid during the peaks. Uptake of that has been a little 
slow. 

“The program has opened up to 50 megawatts, and we know there’s more in the pipeline 
coming,” Kelly said. “So that’s really important. Every single resident can help provide 
energy on Oahu. That’s super helpful.” 



Also, just use less power, this while the island also is asked to cut back on water. 

“Really be embracing the idea of conservation,” Kelly said. “As well as being mindful 
between 5 p.m. and 9 p.m., which is when the peak is. We ask people to help to not be 
cranking on the air conditioner, taking 15-minute showers, running in the oven, running 
your pottery kiln, whatever it might be.” 

“There obviously have to be some very tough decisions as to the kinds of sacrifices you 
may need to make to keep the lights on,” Tanaka said. “Especially in the places in the 
institutions that really need them.” 

To that end, HECO has recently reached out to big power users and makers to plead for 
help. 

“We work closely with the Board of Water Supply on when they run their pumping stations 
and that kind of thing,” Kelly said. “We work with the military; they have a number of 
generators that they use themselves. We also just talked to large businesses to see if we 
need them to say — ‘hey, can you reduce your use between five and nine? Can you shut 
off your chiller for an hour?’” 

We reached out to the coal plant operator AES, which also runs and develops several 
renewable projects, and we asked the state’s consumer advocate for his take on the 
upcoming power crunch. We’ll report back with their responses in a follow-up story. 
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IFIC Monthly Investment Fund Statistics – June 2022 
Mutual Fund and Exchange-Traded Fund Assets and Sales 

 
July 26, 2022 (Toronto) – The Investment Funds Institute of Canada (IFIC) today announced investment fund net 
sales and net assets for June 2022. 

Mutual fund assets totalled $1.788 trillion at the end of June 2022. Assets decreased by $107.0 billion or 5.6% 
compared to May 2022. Mutual funds recorded net redemptions of $10.4 billion in June 2022. 

ETF assets totalled $288.9 billion at the end of June 2022. Assets decreased by $22.0 billion or 7.1% compared to 
May 2022. ETFs recorded net redemptions of $0.7 billion in June 2022. 

Mutual Fund Net Sales/Net Redemptions ($ Millions)*  

Asset Class Jun. 2022 May 2022 Jun. 2021 YTD 2022 YTD 2021 

Long-term Funds      
     Balanced (4,980) (5,347) 8,168  (3,968) 39,723  
     Equity (3,441) (994) 3,825  3,501  25,956  
     Bond (3,358) (882) 1,158  (6,284) 9,382  

 Specialty 64  57  764  970  3,573  
Total Long-term Funds (11,716) (7,166) 13,915  (5,781) 78,633  
Total Money Market Funds 1,287  774  (1,039) 2,254  (6,099) 
Total  (10,429) (6,391) 12,876  (3,527) 72,534  

 
Mutual Fund Net Assets ($ Billions)*  

Asset Class Jun. 2022 May 2022 Jun. 2021 Dec. 2021 
Long-term Funds     
     Balanced 882.4 932.8 961.2 1,024.9 
     Equity 626.5 674.4 689.4 747.7 
     Bond 228.6 238.1 257.6 261.5 
     Specialty 21.6 22.1 18.9 22.2 
Total Long-term Funds 1,759.1 1,867.4 1,927.1 2,056.3 
Total Money Market Funds 28.9 27.6 27.7 26.4 
Total  1,788.0 1,895.0 1,954.8 2,082.7 

*   Please see below for important information regarding this data. 
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ETF Net Sales/Net Redemptions ($ Millions)* 

Asset Class Jun. 2022 May 2022 Jun. 2021 YTD 2022 YTD 2021 
Long-term Funds          
     Balanced 23  229  320  1,165  2,328  
     Equity (2,248) 1,634  2,727  9,543  18,087  
     Bond 1,499  (235) 1,230  2,775  8,029  

 Specialty (609) 593  665  764  5,800  
Total Long-term Funds (1,336) 2,221  4,942  14,248  34,244  
Total Money Market Funds 666  347  103  1,792  (1,573) 
Total  (670) 2,568  5,046  16,040  32,671  

 

ETF Net Assets ($ Billions)*  

Asset Class Jun. 2022 May 2022 Jun. 2021 Dec. 2021 
Long-term Funds     
     Balanced 11.3 12.1 10.1 12.1 
     Equity 184.6 203.3 195.4 225.2 
     Bond 75.2 75.7 85.8 89.6 
     Specialty 9.7 12.4 9.8 13.6 
Total Long-term Funds 280.8 303.4 301.2 340.5 
Total Money Market Funds 8.1 7.5 5.7 6.6 
Total  288.9 310.9 306.9 347.1 

 

*   Please see below for important information regarding this data. 

IFIC direct survey data (which accounts for approximately 91% of total mutual fund industry assets) is complemented by data from Investor Economics to 
provide comprehensive industry totals. 

IFIC makes every effort to verify the accuracy, currency and completeness of the information; however, IFIC does not guarantee, warrant, represent or 
undertake that the information provided is correct, accurate or current. 

* Important Information Regarding Investment Fund Data: 

1. Mutual fund data is adjusted to remove double counting arising from mutual funds that invest in other mutual funds. 
2. Starting with January 2022 data, ETF data is adjusted to remove double counting arising from Canadian-listed ETFs that invest in units of other 

Canadian-listed ETFs. Any references to IFIC ETF assets and sales figures prior to 2022 data should indicate that the data has not been adjusted for 
ETF of ETF double counting. 

3. The Balanced Funds category includes funds that invest directly in a mix of stocks and bonds or obtain exposure through investing in other funds. 
4. Mutual fund data reflects the investment activity of Canadian retail investors. 
5. ETF data reflects the investment activity of Canadian retail and institutional investors. 
 
About IFIC 
The Investment Funds Institute of Canada is the voice of Canada’s investment funds industry. IFIC brings together 
150 organizations, including fund managers, distributors and industry service organizations, to foster a strong, 
stable investment sector where investors can realize their financial goals. By connecting Canada’s savers to 
Canada’s economy, our industry contributes significantly to Canadian economic growth and job creation. To learn 
more about IFIC, please visit www.ific.ca.   
 
For more information please contact:  
 
Pira Kumarasamy 
Senior Manager, Communications and Public Affairs 
pkumarasamy@ific.ca 
416-309-2317 

http://www.ific.ca/
mailto:pkumarasamy@ific.ca
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‘You never want to go full Rams’: How analytics help Vikings' Kwesi 
Adofo-Mensah embrace uncertainty 

Jori Epstein 

USA TODAY 

0 

EAGAN, Minn. — Kwesi Adofo-Mensah climbs the steps toward a balcony adjacent to the 
Vikings’ sprawling practice fields, entering the doorway into his glass-paned office. This is 
headquarters for the 40-year-old general manager to conduct business, but he doesn’t 
flock to his desk. The lanky former Princeton basketball player instead takes a seat at the 
round conference table, ready to converse. 

Another organized team activity practice has just wrapped. The Vikings spent the 
afternoon drilling spread concepts and tempo variance, head coach Kevin O’Connell 
eager to pressure defenses with misdirection and diverse personnel groupings. Adofo-
Mensah is in the action and not as he flanks the sideline inches from two-minute and red-
zone work. He observes quietly, a football spinning between his hands. 

This clear-skied, sunny May afternoon offers a stark reminder of how much has changed 
since the Vikings’ frigid season ended. Minnesota has fronted a new head coach, general 
manager and offensive system since their 8-9 campaign, the third time in four years the 
team fell short of the playoffs. And yet, the Vikings’ shift hasn’t resembled several NFL 
teams’ recent methodology of change. Despite the NFL’s offseason of seismic 
quarterback movement, Kirk Cousins remains passer-in-chief. Adofo-Mensah wonders if 
he made the right decision. 
 

“I’ll be frank,” he told USA TODAY Sports during a sit-down at his office conference table. 
“The one asset where you get nervous about not burning it down is quarterback.”   

He aims not to take a shot at a quarterback coming off a 4,221-yard, 33-touchdown-to-
seven-interception season and believes, indeed, that he has “a good quarterback.” But 
“we don’t have Tom Brady,” Adofo-Mensah acknowledges, and “we don’t have Pat(rick) 
Mahomes,” which requires him to ask: Is the Vikings quarterback perennially sufficient?  

“(The Super Bowl) is more likely to win if you have that quarterback,” Adofo-Mensah said. 
“It’s very unlikely to have that quarterback.” 

If this sounds like the beginning of a logic problem, it’s because the quantitatively minded 
Adofo-Mensah indeed attacks his new role from probabilistic frameworks. The former Wall 
Street commodities trader and Stanford economics master’s graduate initially built his NFL 
reputation on keen decision-making and empirical analysis. When the Vikings interviewed 
GM candidates in January, ownership was drawn to his tireless commitment to covering 



his blind spots, his tenets of “consensus building and the pursuit of information.” A team 
that just tied the NFL record with 14 one-score games craved the decisive edge. 

Adofo-Mensah is no rookie in professional football. But he believes his quantitative lens 
distinguishes him from his peers. 

“On the math side, I hope it’s not going to sound arrogant, but I speak that better than any 
other GM,” Adofo-Mensah said. “I don’t know that I speak (football) better than them, but 
my worst thing is probably better than their worst thing. You know what I mean? So I think 
my ability to communicate in really every room in the football building makes me unique. 

“Now still: You’ve got to build a football team.” 

 

Working the numbers 

Adofo-Mensah was pursuing his doctorate in economics at Stanford before he pivoted to 
join the 49ers football research and development department in 2013. For the next six 
years, first as manager and then director, he shaped analyses of performance and 
strategy, as well as advising the club’s decision tree on player acquisition and 
development. The 49ers skyrocketed from a 4-12 campaign in 2018 to a 13-3 finish and 
Super Bowl berth. Adofo-Mensah had calculated in a 2019 season preview project that the 
49ers roster actually was that good. He didn’t assert they would win the Super Bowl, but 
he had asserted that they could. 

“There is a threshold of championship talent,” Adofo-Mensah said. “I study these things. I 
know them. And if you don’t have them, you don’t win. That’s very binary. 

“The way you can screw up in this job is deceiving yourself that you’re there.” 

Adofo-Mensah’s talent threshold philosophies wowed Browns general manager Andrew 
Berry in a 2020 interview. Adofo-Mensah had modeled, Berry told USA TODAY Sports, 
roster construction of NFL teams that recently advanced to the NFL playoff divisional 
round. How many All-Pro, Pro Bowl and starting-caliber players did the final eight clubs 
have each year? How did talent at different positions bolster a team’s “nontrivial chance” 
at a Super Bowl title, and was a certain caliber at any position non-negotiable? If so, how 
determinately could a team predict the caliber of a prospect anyway?  



“I believe in decision science and our abilities,” Adofo-Mensah said. “I don’t believe that I 
can pick the next Pat Mahomes that much better than anybody. If you give me five 
chances, I think we’d be better and we’d get four out of five rather than (others’) three out 
of five. But one shot, your odds are at best 65%, so they study this. 

“It’s a little overconfident to think we’d be able to find the next one with certainty.” 

Berry hired Adofo-Mensah as vice president of football operations to continue the search 
for answers. The Browns' new VP was “a big influence” when they traded up seven spots 
in the 2021 draft to secure Notre Dame linebacker Jeremiah Owusu-Koramoah at pick No. 
52. 

Owusu-Koramoah earned 10 starts as a rookie before a high ankle sprain landed him on 
injured reserve. He forced two fumbles, deflected four passes and added 1 ½ sacks to a 
76-tackle collection. 

“(Adofo-Mensah) would always push that we have to be humble in terms of we’re making 
an educated guess,” Berry told USA TODAY Sports. “These are all bets. We don’t really 
know. That quite honestly has allowed us to be a little more flexible on draft day because 
of that uncertainty.” 

No longer were prospects just classified as expected role player, starter or difference 
maker. Adofo-Mensah reframed the conversation to model how a player’s strengths and 
weaknesses predicted “a range of outcomes for this bundle of characteristics for a 
particular player at this position,” Berry said. Quantitative analysis would remain Adofo-
Mensah’s self-described “love language.” But in Cleveland, he also deepened his tape 
evaluation and football communication. 

“Sometimes information comes as numbers and it’s really great, and sometimes they 
come as scouts reading reports and that’s great too,” Adofo-Mensah said. “So I think my 
best skill set is my ability to be multilingual and speak all of those languages.” 

'You never want to go full Rams' 

Arriving in Minnesota, Adofo-Mensah worked to gauge: How far were the 2021 Vikings 
from the requisite talent threshold to contend? Did that evaluation dictate a drastic move 
at sports’ most weighty position: quarterback? 

The NFL had watched as the Rams won the Super Bowl their first season after dealing 
two first-round picks, a third and quarterback Jared Goff in exchange for the Lions’ 
Matthew Stafford. This spring, the Broncos relinquished two firsts, two seconds and three 
players for nine-time Pro Bowl quarterback Russell Wilson. The Vikings extended Cousins 
($70 million guaranteed through 2023 plus two more voidable years) just before the 
Browns mortgaged three firsts, a third, two fourths and a record-setting, fully guaranteed 
$230 million contract for Deshaun Watson. 

“Through my 10 years in the league going into 11 now, you’ve seen so many crazy things 
happen, you just always need to keep an open mind that anything can happen,” Cousins 



told USA TODAY Sports. “But my expectation was that I’d be here, that we’d be doing all 
we can to make a run at winning a world championship this year. I think we’re in that spot. 
But now we’ve got to go put that work in and go do it.” 

 

Adofo-Mensah has described the plan as a “competitive rebuild.” He believes the Vikings 
were close but not at the necessary talent threshold to contend in 2021, and that their 
2022 draft class gives them a chance — not a guarantee, but a chance — to overcome 
the hump. He takes solace knowing he’s not dramatically sacrificing years in which the 
team need only pay rookie contract salaries to talents like Pro Bowl receiver Justin 
Jefferson and offensive linemen Ezra Cleveland and Christian Darrisaw. O’Connell’s staff 
can embrace the challenge of maximizing those assets, all while Adofo-Mensah and his 
personnel staff decline to mortgage valuable draft picks. Neither on the field nor at the 
negotiating table does this Vikings team encourage “just being aggressive to be 
aggressive.” 

“If it were a seven-game series, yeah, best team wins,” Adofo-Mensah said.. “That’s 
ultimately why when you’re team building, you never want to go full Rams. Because you 
need to give yourself three chances at it, four years at it. I know that’s hard for fans to 
hear.” 

So for now, they concoct the best recipe with the available ingredients. The Vikings aim to 
rise from middle of the pack due to moves like hiring quarterback-savvy O’Connell and 
pivoting to an offensive scheme that Jefferson described to USA TODAY Sports as “very 
less predictable.” Defenders including linebacker Eric Kendricks tout a “pissed off” 
mentality after the Vikings lost a league-high eight games by one score last year. 

Adofo-Mensah considers systems thinking about the “interconnectedness” of football in 
hopes of determining ways the offense can cut one negative run per game and one third-
and-10; ways the defense can forfeit one fewer explosive play and get off the field with 
one more contained drive before halftime. He looks to O’Connell to be a “problem-solver,” 
while O'Connell describes his GM as the “smartest guy in the room who never makes you 
feel like it.” (O’Connell also insists he’s a “blockhead” in comparison.) 

Players feed off the intellectual energy emanating from Adofo-Mensah as he roams 
sidelines and hallways, football spinning and mind racing. 

“He’s very intelligent (and) well-rounded,” cornerback Patrick Peterson told USA TODAY 
Sports. “He’s that mad scientist that have his hand in the cooking pot at all times.” 
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