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BP

BP reported billions in profit in 2022, which they used to fund $10 billion in stock
buybacks with more planned

BP reported profits of $10.8 billion in the fourth quarter of 2022 alone. “Murray Auchincloss -
CFO & Director: Turning to results. In the fourth quarter, we reported a profit of $10.8 billion,
allowing for post-tax adjusting items of $7.1 billion and an inventory holding loss of $1.1 billion. Our
underlying replacement cost profit was $4.8 billion compared to $8.2 billion in the third quarter.”
(BP Q4 2022 Earnings Call, 2/7/2023)

BP predicted a 4% annual increase in its dividend. “Murray Auchincloss - CFO & Director: We
see the capacity for an annual increase in the dividend per ordinary share of around 4% per
annum at $60 per barrel, subject to the Board's discretion. Second, maintaining a strong
investment-grade credit rating. For 2023, we intend to continue to allocate 40% of surplus cash
flow to further strengthen the balance sheet and now target further progress within an A-grade
credit rating.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CFO: “We are committed to allocating 60% of 2023 surplus cash flow to buybacks and
expect a buyback of $4 billion per annum at around $60 per barrel” “Murray Auchincloss -
CFO & Director: Third and fourth, we plan to invest with discipline in our transition growth
engines and in our oil, gas, and refining businesses. And finally, share buybacks. We are
committed to allocating 60% of 2023 surplus cash flow to buybacks and expect a buyback of $4
billion per annum at around $60 per barrel at the lower end of our capital range and subject to
maintaining a strong investment-grade credit rating.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CFO: “BP intends to execute a further $2.75 billion buyback prior to announcing first
quarter 2023 results.” “Murray Auchincloss - CFO & Director: During the quarter, BP repurchased
3.2 billion shares. Reflecting strong cash generation, net debt fell for the 11th consecutive quarter
to reach $21.4 billion. And with surplus cash flow, $5.1 billion in the quarter, BP intends to execute
a further $2.75 billion buyback prior to announcing first quarter 2023 results.” (BP Q4 2022
Earnings Call, 2/7/2023)

BP reported spending nearly $10 billion on stock buybacks in 2022. (BP Fourth quarter and full
year 2022 results, 2/7/2023)

BP credited sanctions on Russia for high oil prices and refinery margins

BP’s CFO: “we expect prices to remain supported by recovering Chinese demand, ongoing
uncertainty around the level of Russian exports, and low inventory levels.” “Murray
Auchincloss - CFO & Director: Great. Thanks, Bernard, and good morning, everyone. It's so nice
to see you in the room and online. As usual, I'll start with the macro environment. During the
fourth quarter, Brent fell by 12% relative to the third quarter to average $89 per barrel. This
reflected increased uncertainty over the economic outlook and relatively high production from
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Russia and OPEC. In the first quarter, we expect prices to remain supported by recovering
Chinese demand, ongoing uncertainty around the level of Russian exports, and low inventory
levels.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CFO: “We expect industry refining margins to remain elevated in the first quarter due to
sanctioning of Russian crude and product.” “Murray Auchincloss - CFO & Director: Moving to
Refining. Consistent with trends in seasonal demand, global margins decreased modestly to an
average of $32.20 per barrel during the quarter. We expect industry refining margins to remain
elevated in the first quarter due to sanctioning of Russian crude and product.” (BP Q4 2022
Earnings Call, 2/7/2023)

BP CFO: “we've raised our international gas price assumptions through the middle of the
decade.” “Murray Auchincloss - CFO & Director: In addition, reflecting current market conditions,
we've raised our international gas price assumptions through the middle of the decade.” (BP Q4
2022 Earnings Call, 2/7/2023)

BP told analysts their oil and gas production remained below 2019 and would remain flat
through 2030

BP’s CEO told analysts their oil and gas production remained 40% below 2019 and “our focus
remains on maximizing returns and cash flow.” “Bernard Looney - CEO & Director: Turning now
to our oil, gas, and refining portfolio. Let me start with where our oil and gas production is today. It
is around 40% lower versus 2019, including the decision by BP's Board to exit Russia. We remain
actively engaged in marketing our Rosneft shareholding, and we will update the market as
appropriate. But as you have heard me say before and Murray, our oil and gas strategy is about
value, not only volume, and our focus remains on maximizing returns and cash flow, reducing
emissions, and is underpinned by a deep and high-quality resource base that allows us to choose
the best investments.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CEO: “our resource base has the potential to sustain underlying production broadly flat
to 2030 relative to 2022.” “Bernard Looney - CEO & Director: Having grown production in 2022,
we plan to grow underlying production to 2025, adding around 200,000 barrels per day of oil
equivalent of high-margin production from 9 major project start-ups by continuing to manage
base decline to between 3% and 5%, by increasing BPX production by 30% to 40% and retaining
some assets for longer than previously planned. And our resource base has the potential to
sustain underlying production broadly flat to 2030 relative to 2022.” (BP Q4 2022 Earnings Call,
2/7/2023)

BP’s CEO emphasized that lower carbon energy investments would be driven by returns

BP’s CEO: “Yes, we need lower carbon energy, but we also need secure energy, and we need
affordable energy, and that's what governments and society around the world are asking.”
“Bernard Looney - CEO & Director: And then the external macro part isn't about prices. It's about
what is needed. We must solve the energy trilemma. Yes, we need lower carbon energy, but we

4

https://seekingalpha.com/article/4575981-bp-p-l-c-bp-q4-2022-earnings-call-transcript
https://seekingalpha.com/article/4575981-bp-p-l-c-bp-q4-2022-earnings-call-transcript
https://seekingalpha.com/article/4575981-bp-p-l-c-bp-q4-2022-earnings-call-transcript
https://seekingalpha.com/article/4575981-bp-p-l-c-bp-q4-2022-earnings-call-transcript
https://seekingalpha.com/article/4575981-bp-p-l-c-bp-q4-2022-earnings-call-transcript


also need secure energy, and we need affordable energy, and that's what governments and
societies around the world are asking. And they're asking it publicly. They're asking the United
States, to invest in today's energy system. They're very every country in Europe, but many
countries in Europe going around the world searching for energy supplies. So we're being asked
by governments and society. We have improved our business. We have more confidence. And we
think in doing this, we can help solve the energy trilemma for society, which feels like a
worthwhile thing to do, and we feel we can create shareholder value. And that's what we're trying
to do. That's what we have to do. That's our job. So that's a little bit of the backdrop.” (BP Q4
2022 Earnings Call, 2/7/2023)

BP’s CEO stressed all investments, including renewable, were driven by returns: “if the
returns aren't there, the capital doesn't get spent.” “Bernard Looney - CEO & Director: Great.
And there is a big wrapper (indiscernible) around this whole presentation, which is everything we
do here has to meet our returns, and our growth target has to meet. And that's the wrapper, the
underpinner, the foundation of everything that we talk about today. And if the returns aren't there,
the capital doesn't get spent. If the returns and growth are there, it will get spent. Christian?” (BP
Q4 2022 Earnings Call, 2/7/2023)

CHEVRON

Chevron reported one of its most profitable quarters ever, even though its overall oil
production had decreased

Chevron’s CFO celebrated that the company had one of its best quarters since 2008, over $5
billion more than the previous quarter, “primarily on higher refining margins.” “Pierre Breber --
Chief Financial Officer: Thank you, Roderick, and thanks, everyone, for joining us today. We
delivered another strong quarter, another quarter of strong financial results with ROCE over 25%,
the highest since 2008. Special items this quarter include asset sale gains of $200 million and a
$600 million charge to terminate early a long-term LNG regas contract at Sabine Pass. C&E for
the quarter was nearly $4 billion, including inorganic spend to form our JV with Bunge. With the
acquisition of REG, our total investment was $6.8 billion, more than double last year's quarter.
Strong cash flow enabled us to fund this higher level of investment, pay down debt for the fifth
consecutive quarter, and returned more than $5 billion to our shareholders through dividends
and buybacks. Adjusted second quarter earnings were up more than $8 billion versus last year.
Adjusted upstream earnings increased mainly on higher realizations partially offset by lower
liftings from the end of concessions and Indonesia and Thailand. Adjusted downstream earnings
increased primarily on higher refining margins. Compared with last quarter, adjusted earnings
were up nearly $5 billion. Adjusted upstream earnings increased primarily on higher realizations,
partially offset by tax and other items, including higher withholding taxes on TCO dividends and
cash repatriations. Adjusted downstream earnings increased primarily on higher refining margins
and a favorable swing in timing effects.” (Chevron Q2 2022 Earnings Call, 7/29/2022)
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Despite the massive increase in profits, Chevron said their oil production actually decreased
by about 7%. “Jay Johnson -- Executive Vice President, Upstream: Thanks, Pierre. Second quarter
oil equivalent production decreased about 7% year on year due to the expiration of our contracts
in both Indonesia and Thailand, the sale of our Eagle Ford asset, and CPC curtailments impacting
TCO during April. This was partially offset by shale and tight growth, primarily in the Permian. In
the Permian, we're delivering on our objectives of higher returns and lower carbon.” (Chevron Q2
2022 Earnings Call, 7/29/2022)

Chevron described its engagement with the White House as “constructive and productive,”
saying US-based production was up 7%. “Pierre Breber -- Chief Financial Officer: Manav, we
won't comment on the specifics of our engagements. I think you're right that we're -- it's
constructive and productive. I'll point out our U.S. oil and gas production in the first half of the
year was up 7% versus last year. Our U.S. refined product sales up 10% versus last year. The
administration wants energy supplies to increase, we're doing that. Our investment globally, up
80% first half of the year. If you look at the U.S., more than double when you include REG. So
Chevron is growing energy supply, increasing investment, and we're engaging constructively with
Congress and this administration. Thanks, Manav.” (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron told analysts it was now planning to increase stock buybacks to $15 billion per
year

Chevron announced it was increasing its stock buybacks guidance to $15 billion for the year.
“Pierre Breber -- Chief Financial Officer: In downstream, planned turnarounds are primarily at our
California refineries. We do not expect significant dividends from TCO or Angola LNG until the
fourth quarter. Our full-year guidance for affiliate dividends is unchanged, with upside potential
beyond the top of the range depending on commodity prices. Also, we increased the top end of
our share buyback guidance range to $15 billion per year and expect to be at that rate during the
third quarter.” (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron’s CFO emphasized their share buyback guidance was $15 billion per year and “ we
intend to maintain buybacks at this annual rate for a number of years across the commodity
cycle”“Pierre Breber -- Chief Financial Officer: And as you said, we just increased the guidance to
-- we just increased the top of the range of our guidance to $15 billion a year. That represents
about 1% of our shares each quarter. The $15 billion annual rate is based on our current outlook. It
was tested against a number of scenarios. The rate is consistent with our Investor Day upside
leverage case, which was a $75 (Inaudible) flat nominal price over five years. As we've said with
previous buyback rates, we intend to maintain buybacks at this annual rate for a number of years
across the commodity cycle. As a reminder, our net debt is well below our mid-cycle guidance
range. So we'll continue buybacks even when the commodity cycle turns down and we'll lever
back up our balance sheet closer to that 20% to 25% guidance range.” (Chevron Q2 2022
Earnings Call, 7/29/2022)

Chevron’s CFO: “The first financial priority is to grow the dividend. We've done that for 35
consecutive years, and increased it to 6% earlier this year. It's up 20% since right before
COVID, and it's doubled since 2010.” “Pierre Breber -- Chief Financial Officer: Thanks, Neil. It's
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Pierre. I'll take that. I'll go through our financial priorities. They've been consistent for decades,
literally. The first financial priority is to grow the dividend. We've done that for 35 consecutive
years, and increased it 6% earlier this year. It's up 20% since right before COVID, and it's doubled
since 2010. The second is to invest and grow both traditional and new energy, and you saw that
our total investments first half of the year were up 80% versus a year ago. The third is to maintain
a strong balance sheet. For the fifth consecutive quarter, we paid down debt. Our net debt ratio is
at 8%.” (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron emphasized it was not seeking to increase production significantly but was
“focused on generating returns”

Chevron told analysts the company “has been to be very disciplined, very focused on
generating the returns and the efficiency that allow us to be profitable regardless of the
prices. And so we're not responding to short-term price.” “Jay Johnson -- Executive Vice
President, Upstream: Yep. I'll start out with that, and then Pierre can finish if he's got any other
thoughts. The Permian -- our approach to the Permian, as you know, for many years, has been to
be very disciplined, very focused on generating the returns and the efficiency that allow us to be
profitable regardless of the prices. And so, we're not responding to short-term price, but we are
increasing our activity levels since the turn down during COVID. And so we have seen our
investment go up. This year, it's $1 billion higher than it was last year. (Chevron Q2 2022 Earnings
Call, 7/29/2022)

Chevron said it was expecting a 15% increase in Permian oil production and “then I would
expect to see it relatively flat after that as we just maintain an efficient operation across the
Permian.” “Jay Johnson -- Executive Vice President, Upstream: And we also see the number of
wells that we're putting on production going up; we expect to do over 200 (Inaudible) this year.
And so we're looking for about a 15% increase in our Permian production. And then I would
expect to see it relatively flat after that as we just maintain an efficient operation across the
Permian. We also have non-operated activity, and we currently have about 9 net rigs running on
the non-op side. And so that also contributes significantly to our production profile. Our guidance
remains unchanged. We'd expect to see about 1.2 million to 1.5 million barrels a day of production
ultimately as our plateau. But as we continue to gain insights and knowledge and as we look at
our efficiencies, as we look at our portfolio and world demand, that can change as we go forward.
That's our guidance as we see it today, and we'll continue to update you as we move forward in
time.” (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron’s EVP: “ think we've accomplished a mindset shift in Chevron, and this is throughout
our workforce, being very focused on returns, not chasing a production target, but continuing
to run this as a business and thinking about the returns we can get.” “Jay Johnson -- Executive
Vice President, Upstream: Thanks for the question, and it's pretty exciting. I mean the one bad
thing about retirement is you don't get to be part of the next steps, and I'm excited about them. I
would start by just saying I think we've accomplished a mindset shift in Chevron, and this is
throughout our workforce, being very focused on returns, not chasing a production target, but
continuing to run this as a business and thinking about the returns we can get. Scale is important,
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but it's an outcome of the opportunity set that we have and the investments and capital that we
choose to invest. (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron downplayed inflation and recession costs, saying the company was focused on
“more free cash flow for shareholders”

Chevron’s EVP said the company was less affected by inflation thanks to multi-year contracts
and years of infrastructure investment. “Jay Johnson -- Executive Vice President, Upstream: It's
difficult for me to really do that definitively. What I can say, though, is I think we have a
competitive advantage in the Permian. We have a couple of things working in our favor. We
maintain a global supply chain and we're able to tap suppliers of both equipment and materials,
goods, and services over a much broader range than maybe some of our competitors. We also
do multiyear contracts and other mechanisms commercially that allow us to mitigate some of the
inflationary pressures that we see today. And then, of course, our focus on driving for improved
productivity, improved efficiency has really helped us continue to counter the inflationary
pressures. I think the other area that we have a distinct advantage is we've been building out our
infrastructure in the Permian. And so just as a proof point, the last 800 wells over the last five
years, to produce those 800 wells, we had to build 40 central tank batteries. As we look forward
the next 800 wells, we only need to build an additional four central tank batteries. So while
others are having to invest in this high inflationary period, we're largely using infrastructure that
was built over the past five years with very small incremental surface facilities required. And I
think that's going to be hard for others to match.” (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron’s CFO said the company had “seen cost inflation this year in the single digits,” with
lower inflation outside of the US. “Pierre Breber -- Chief Financial Officer: Thanks, Paul. I'll take
the first, and then I'll hand it to Jay on the second. On the onshore U.S., we've seen cost inflation
this year in the single digits. We've been able to mitigate a part of that through good planning,
smart procurement, and good relationships with suppliers. And as Jay pointed out, we've been
able to also get more efficient with our drilling and completion operations, which also partially
offsets it. Outside of the U.S., we're seeing much more modest inflation, and we talked about our
Gulf of Mexico offshore rigs, which are contracted at a time when the rig rates were lower. As
we're looking toward 2023, we're doing that work right now. We're confident that we'll be able to
secure all the goods and services that were needed for our program.” (Chevron Q2 2022
Earnings Call, 7/29/2022)

Chevron downplayed recession predictions, saying that demand was “more recession resilient
going forward.” “Pierre Breber -- Chief Financial Officer: I mean what's interesting is there's
obviously concerns around the recession. In terms of tailwinds, we still have very low
unemployment, and we have a consumer that wants to spend money to go out and do things
they haven't been able to do for a couple of years. When prices were higher in the second
quarter, they made some choices. And if you look at that demand response on gasoline, that's in
line or even higher than some past recession. So it's not clear. I guess what I'd say is demand, I
think, will be much more recession resilient going forward just because we've seen a little bit of
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that response in the second quarter. And again, diesel will be tied to underlying commercial
activity.” (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron’s CFO: “our upstream business is much more capital efficient than it's ever been. And
has a mindset of how do we deliver business results with less capital. And if we do that,
there's more free cash flow for shareholders.” “Pierre Breber -- Chief Financial Officer: And of
course, all the activities we're doing to grow new energies. We can do all of that within the
guidance. And as we recognize, Jay, one of the things he deserves a lot of credit for is our
upstream business is much more capital efficient than it's ever been. And has a mindset of how
do we deliver business results with less capital. And if we do that, there's more free cash flow for
shareholders.” (Chevron Q2 2022 Earnings Call, 7/29/2022)

Chevron’s CEO crowed the company has a “record financial performance” in 2022

Chevron’s CEO boasted that “ Chevron had an outstanding year in 2022, delivering record
financial performance, producing more traditional energy.” “Mike Wirth -- Chairman and Chief
Executive Officer: Thank you, Roderick, and thanks, everyone, for joining us today. Chevron had
an outstanding year in 2022, delivering record financial performance, producing more traditional
energy, and advancing lower carbon businesses. Free cash flow stood a record, beating our
previous high in 2021 by more than $15 billion, enabling a strong dividend increase and a
buyback of almost 4% of our shares.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron reported its highest cash flow since 2011. “Pierre Breber -- Chief Financial Officer:
Record operating cash flows in combination with continued capital efficiency, resulting in over
$37 billion of free cash flow in 2022. The only other year Chevron's operating cash flow
exceeded $40 billion was 2011. Free cash flow in that year was less than 40% and of this year's
record.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s earnings increased over $20 billion from 2021, crediting higher prices and refining
margins. “Pierre Breber -- Chief Financial Officer: For the full year, adjusted earnings increased
more than $20 billion compared to the prior year. Adjusted upstream earnings were up primarily
due to increased realizations. Other items include higher exploration expenses, higher
incremental royalties, and production taxes due to higher prices, partially offset by favorable tax
benefits and other items. Downstream adjusted earnings increased primarily due to higher
refining margins, partially offset by lower chemical earnings and higher maintenance and
turnaround costs.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron used its huge profits to spend $15 billion on stock buybacks and announced it
to spend $75 billion more

Chevron told analysts it maintained an annual stock buyback rate of $15 billion and
announced a new $75 billion buyback program.“ Pierre Breber -- Chief Financial Officer: In
2022, Chevron delivered outstanding results on all four of its financial priorities, announcing
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earlier this week another 6% increase in our dividend per share, positioning 2023 to be the 36th
consecutive year with annual dividend payout increases, investing within its organic budget
despite cost inflation. Inorganic CaPex totaled $1.3 billion, nearly 80% for new energy
investments, paying down debt in every quarter and ending the year with a 3% net debt ratio,
returning record annual cash to shareholders through buybacks and exiting the year with an
annual repurchase rate of $15 billion. Two days ago, Chevron's board of directors authorized a
new $75 billion share repurchase program. Now is a good time to look back on our execution of
the prior programs.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron predicted spending as much as $15 billion in stock buybacks in 2023 compared to
$14 billion for capital expenditures in 2023.” Pierre Breber -- Chief Financial Officer: So, Mike
has talked about our financial priorities. They're simple. We've been consistent with them for a
very long time. And three of the four are pegged. We just increased our dividend by 6%. We have
a 2023 CaPex budget of $14 billion. We've given guidance that keeps that CaPex flat over the
next several years. And we have the buybacks at the top end of the guidance range of $15 billion.
So, swings in cash flow in the short term will go to the balance sheet. And that's because
commodity prices and margins, we just were talking about natural gas prices and refining
margins, and things are moving up and down. But over the long term, those cash flows will be
returned to shareholders.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s CEO: “we're now at an all-time high with the rate of repurchases.” “Mike Wirth --
Chairman and Chief Executive Officer: And so, you know, we increased the rate three times last
year as we saw the situation evolve, and we're now at an all-time high with the rate of
repurchases. So, you know, the last thing, you said it, but I'll repeat it, in size, you know, to
maintain our program through the commodity cycle. We aren't pro-cyclical. We're not
counter-cyclical.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s CEO emphasized growing oil production was not a priority compared to
growing profits

Chevron’s CEO: “we are growing production, but what we're really focused on is growing
returns and cash flow.” “Mike Wirth -- Chairman and Chief Executive Officer: We're growing well
better than the overall demand for oil or for gas, which is growing faster than oil is. And so, we
are growing production, but what we're really focused on is growing returns and cash flow. And if
we can grow returns and cash flow, the equation works. And so, you know, I -- we'll be happy to
talk about this more when we're together at the end of the month, but -- or at the end of next
month. But, you know, we can grow cash flow. We can improve returns at the rate that we're
spending. And so, I don't know why, you know, there would be a question about our ability to do
that. And the production numbers and outcome of those decisions, it's not the goal.” (Chevron Q4
2022 Earnings Call, 1/27/2023)
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Chevron’s CEO: “we remain focused on returns and value, not on production.” “Mike Wirth --
Chairman and Chief Executive Officer: And, Roger, just to emphasize the point I made earlier to
another one of the questions, we remain focused on returns and value, not on production. And
so, you know, that is the -- that's what drives all of this. Thanks.” (Chevron Q4 2022 Earnings Call,
1/27/2023)

Chevron predicted a flat to slight growth in production in 2023. “Pierre Breber -- Chief
Financial Officer: 2023 production is expected to be flat to up 3% at $80 Brent. After adjusting for
lower prices and portfolio changes, primarily the sale of our Eagle Ford asset and the expiration
of a contract in Thailand, we expect production to grow, led by the Permian and other shale and
tight assets. We remain confident in exceeding our long-term production guidance. Looking
ahead to 2023, I'll call out a few items.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron appeared to suggest some of their contracts actually reduced production when
oil prices rose

Chevron’s CFO noted that “Chevron's share of production is lower under certain international
contracts when actual prices are higher than assumed in our guidance.” “Pierre Breber -- Chief
Financial Officer: 2022 production was in line with guidance after adjusting for higher prices. As a
reminder, Chevron's share of production is lower under certain international contracts when
actual prices are higher than assumed in our guidance. The reserves replacement ratio was
nearly 100%, with the largest net additions in the Permian, Israel, Canada, and the Gulf of Mexico.
Higher prices lowered our share of proved reserves by over 100 million barrels of oil equivalent.”
(Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s CEO specified, “the largest net reduction this year was in Kazakhstan due to the
contract terms and the effect of higher prices.” “Mike Wirth -- Chairman and Chief Executive
Officer: This year, we had some additions in the Permian and Israel and Canada and the Gulf of
Mexico, as Pierre mentioned. You know, the largest net reduction this year was in Kazakhstan due
to the contract terms and the effect of higher prices. If you were to actually adjust that out, so we
mentioned 100 million barrels where the price effect, you know, this year would be, you know,
think of it as 107% ex the price effect. And so, I do think over time, you know, we intend to be in
this business for quite a while, and 100% is a number that you ought to expect to see that or
greater over time.” (Chevron Q4 2022 Earnings Call, 1/27/2023)
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CONOCOPHILLIPS

ConocoPhillips spent billions on dividends and buybacks in 2022 and predicted more of
the same as long as oil prices remained high

ConocoPhillips reported spending $15 billion on dividends and stock buybacks in 2022. “Ryan
Lance -- Chairman and Chief Executive Officer: Shifting to our 2022 performance, ConocoPhillips
showed continuous strong execution across our triple mandate. We generated a trailing 12-month
return on capital employed of 27%, the highest since the spin. We delivered on our plan to return
15 billion of capital to our shareholders, which represented 53% of our CFO, well in excess of our
greater than 30% annual through-the-cycle commitment. And we further advanced our net zero
operational emissions ambition with a new medium-term methane intensity target consistent with
our recent commitment to joining OGMP 2.0.” (ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)

ConocoPhillips announced it would spend another $11 billion on dividends and stock
buybacks, roughly half of their expected cash flow. “Ryan Lance -- Chairman and Chief
Executive Officer: Now, looking ahead, ConocoPhillips is well positioned to further deliver on our
triple mandate in 2023 with a well-balanced capital allocation strategy. This morning, we
announced a plan to return 11 billion of capital to shareholders, which represents about 50% of
our forecast in CFO at $80 WTI. The other half of our cash flow will be dedicated to reinvesting in
the business. From a portfolio perspective, our deep and well-diversified asset base is well
positioned to generate solid cash flow growth for decades to come.” (ConocoPhillips Q4 2022
Earnings Call, 2/2/2023)

ConocoPhillips told analysts that as long as oil prices as high, “you should expect higher
distributions from the company.” “Ryan Lance -- Chairman and Chief Executive Officer: No, we're
not trying to message that, Neil. But what I remind people is the 30% commitment that we have is
a through-the-cycle commitment. We've also signaled to our results and told the shareholders
that when prices are above our mid-cycle price, you should expect higher distributions from the
company. And that's consistent with what we've done over the last number of years. So, as we
look today at where the strip is trading, where the regional differentials are at, you know, we've
kind of picked $11 billion at an $80 price deck. So, that's how we're going into the year. It
represents about 50% of our cash flow. But, again, that 80 is well above our mid-cycle price, and
our commitments tied to the through-the-cycle kind of mid-cycle price call.” (ConocoPhillips Q4
2022 Earnings Call, 2/2/2023)

ConocoPhillips credited “producer discipline” and sanctions for high oil prices

ConocoPhillips' CEO told analysts he predicted continued high prices thanks to “continued
producer discipline and the expected impacts of Russian oil and product sanctions.” “Ryan
Lance -- Chairman and Chief Executive Officer: On the supply side, we believe the continued
producer discipline and the expected impacts of Russian oil and product sanctions are likely to
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keep balances tight. So, while commodity prices are currently not as high as they averaged in
2022, we see duration to this upcycle.” (ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)

ConocoPhillips emphasized their oil production plans were based on “maximizing
returns”

When asked about their production plans, a ConocoPhillips executive said, “our focus is on
maximizing returns and recovery while minimizing future interference.” “Nick Olds -- Executive
Vice President, Lower 48: Yeah, good morning, Steve. So, I'll give a little more color on that one.
Let me start with just the well performance that we're seeing versus the tight curves. So, if you
look at our 2022 development wells, they have been performing, you know, slightly above the
curve expectations across all four basins, including the Permian Basin. And that strong
performance reinforces and validates the development plans that Ryan just mentioned, which is
our focus on maximizing returns and recovery while minimizing future interference.”
(ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)

A ConocoPhillips executive described their 2023 production plans as focused “around
improving capital and operating efficiency.” “Nick Olds -- Executive Vice President, Lower 48:
Yeah, Ryan, this is Nick. Yes, let me walk you through that. So, as you mentioned, we've assumed
a level-loaded steady-state program for 2023 based on the second half of 2022 for rigs and frac
crews. The focus for this year will really be on improving capital and operating efficiency. Now, we
do expect some modest growth in partner activity as the year progresses. And then, we have
some larger operated pads that will come online in kind of 2Q, 3Q. So, our Lower 48 plan will
deliver production in the mid-single digits, with the majority of that growth weighted to the
Permian. Now, with respect to the profile shape, it will be kind of mid to back-end weighted in
2023.” (ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)

ConocoPhillips’ CEO described their goal as “getting the margins as expanded as we can
leading to kind of the returns and the productivity that we are seeing today.” “Ryan Lance --
Chairman and Chief Executive Officer: You know, we are pretty pleased where the portfolio is at. I
mean, Dominic did a good job of kind of going across the globe. I think we spent a lot of time
over the last five years really coring up the portfolio, really focused on getting it as low cost of
supply as we can, getting the margins as expanded as we can leading to kind of the returns and
the productivity that we are seeing today. So, we are just hyper-focused on making sure the
efficiencies are there, and the returns are there.” (ConocoPhillips Q4 2022 Earnings Call,
2/2/2023)
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DIAMONDBACK ENERGY

Diamondback Energy reported paying out billions to investors in 2022

Diamondback Energy’s CEO boasted to investors that the company “generated record cash flow”
in 2022.“Travis Stice -- Chairman and Chief Executive Officer: Thank you, Adam, and welcome to
Diamondback's fourth-quarter earnings call. 2022 was another great year for Diamondback. We
successfully executed our capital program, accelerated our return of capital plan, and generated
record cash flow. I'm very proud of all that we were able to accomplish and look forward to what I
believe will be another strong year for the company.” (Diamondback Energy Q4 2022 Earnings
Call, 2/22/2023)

Diamondback CEO told analysts the company funneled $3.1 billion to investors through
dividends and buybacks in 2022. “Travis Stice -- Chairman and Chief Executive Officer: Our
ability to hold our capital budget flat and stay within our original guidance range while also
exceeding our production target is something you should expect from Diamondback as we push
to deliver differentiated results quarter after quarter. Financially, we generated over $7 billion in
EBITDA and 4.6 billion in free cash flow, or nearly $26 per share, both records for the company.
We made significant progress on our return of capital plan, increasing our cash return
commitment in the middle of the year to return at least 75% of free cash flow to stockholders. In
total, we returned 68% of our free cash flow in 2022, which equates to 3.1 billion, through a
combination of our base and variable dividend and share repurchase program, buying back
nearly 8.7 million shares at an average price of $126 per share for a total of 1.1 billion.”
(Diamondback Energy Q4 2022 Earnings Call, 2/22/2023)

Diamondback’s CEO, noting that the company returned nearly 70% of free cash flow to
investors, said, “our business model is working.” “Travis Stice -- Chairman and Chief Executive
Officer: In closing, 2022 was an outstanding year for the company. We generated record-free
cash flow and distributed nearly 70% of it to our shareholders, strengthened our balance sheet,
extended our inventory runway, and continued to produce one of the highest-margin barrels in
the industry. Looking ahead, our business model is working, and we are confident in our 2023
outlook and our ongoing ability to continue generating peer-leading returns for our stockholders.
With these comments now complete, operator, please open the line for questions.” (Diamondback
Energy Q4 2022 Earnings Call, 2/22/2023)

Diamondback Executives stressed the company was prioritizing investor returns and
claimed it was “growing oil production per share”

Diamondback’s CEO pushed back on growing production, saying, “the feedback we get from
our shareholders is encouraging us to continue to embrace a shareholder return mode.“
“Travis Stice -- Chairman and Chief Executive Officer: Yes, Neal, I don't think the macro conditions
are dictating any kind of production growth currently. I mean, you still have, you know, an
uncertain Fed action, and you've got uncertainty around the China, COVID, demand recovery.
You've still got Russian barrels that, you know, are still finding their way into the market. So, it
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doesn't appear to me that the macro conditions have fundamentally changed. And certainly, the
feedback, and perhaps most importantly, the feedback we get from our shareholders, are
encouraging us to continue to embrace a shareholder return mode.” (Diamondback Energy Q4
2022 Earnings Call, 2/22/2023)

Diamondback’s CFO claimed the company was “growing oil production per share” thanks to a
“significant amount of buybacks” and said the company was not “trying to follow the crude
price.” “Kaes Van't Hof -- President and Chief Financial Officer: Yeah. I also think on top of that,
Neal, you know, we're going to be growing oil production per share significantly in 2023, you
know, through two well-timed acquisitions and a significant amount of buybacks in 2022. So, you
know, first-year metrics continue to improve. We continue to invest in high-return projects while
not having to change our, you know, activity plan on a monthly basis trying to follow the crude
price. You know, the plan is the plan, and the steady state of activity has produced good results
today, and no need to change that while it's working right now.” (Diamondback Energy Q4 2022
Earnings Call, 2/22/2023)

Diamondback’s CFO: “I really think the best benefit of this lower growth environment is that
we can grow per share metrics while not having to change our development plan with every
$10 moving oil price” “Kaes Van't Hof -- President and Chief Financial Officer: But I think we
manage that in our guidance and also manage that in how we're going to complete wells across
the pro forma position. So -- and certainly, the base decline is coming down. But I really think the
best benefit of this lower growth environment is that we can grow per share metrics while not
having to change our development plan with every $10 moving oil price, right? We -- the plan is
the plan right now. Shale has certainly become a longer cycle with these bigger pads. And so, we
do not have to put a stress on the ops teams to move pads around if oil moves, you know, $5 or
$10 a barrel.” (Diamondback Energy Q4 2022 Earnings Call, 2/22/2023)

Diamondback’s CFO noted the company’s tax manipulation was allowing the company
to pay out more to investors

Diamondback’s CFO noted that “well-timed deals” allowed the company to defer taxes and
“push out a little more cash” to investors.“ Kaes Van't Hof -- President and Chief Financial
Officer: Yeah. Good question, Kevin. The biggest benefit we did receive in the fourth quarter.
Obviously, commodity prices came down quarter over quarter from Q3 to Q4. So, that was a
surprise for the positive on cash taxes, I guess that hurts you overall. But the biggest deferral we
got was when we closed the FireBird deal. It came with about $100 million of midstream assets
and some other fixed assets that, you know, we're able to depreciate right away. And so, that
allowed us to defer more taxes into 2023. You know, as we've modeled 2023, you know, we still
have about $1 billion NOL that will be exhausted this year. But on top of that, also closing the
FireBird and Lario transaction, which added some, you know, midstream and fixed assets as well.
So, you know, generally, this is, you know, kind of our last year before being a full cash taxpayer.
We got two well-timed deals that allowed us to push out a little more cash. You know, obviously,
it's not the reason why we do the deals, but it's a nice tangential benefit.” (Diamondback Energy
Q4 2022 Earnings Call, 2/22/2023)
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EXXONMOBIL

Exxon told analysts it expected $30 billion in buybacks in 2022 and 2023

Exxon funneled $7.6 billion to shareholders in buybacks and dividends in the past
quarter.“Darren Woods -- Chairman of the Board and Chief Executive Officer: Cash flow from
operations was $20 billion, further strengthening our balance sheet. Our net debt-to-capital ratio
declined to about 13%, while the growth ratio is now at 20%, at the low end of our target range.
We returned $7.6 billion to shareholders during the quarter in the form of dividends and share
repurchases. The increase in distribution reflects the confidence we have in our strategy, the
performance we are seeing across our businesses, and renewed strength of our balance sheet.”
(ExxonMobile Q2 2022 Earnings Call, 7/29/2022)

Exxon told analysts it expected $30 billion in stock buybacks in 2022 and 2023. “Kathy Mikells
-- Senior Vice President, Chief Financial Officer: Sure. I'm happy to take that. So look, as you
know, our first priority is to continue to invest in the business. And we talked last quarter about
the fact that we expect it to build our cash balance to between $20 billion to $30 billion, which
gives us both a strong balance sheet and a strong cash balance, which we view as a competitive
advantage that provides us flexibility through the cycle. We're trying to strike the right balance in
terms of share repurchases and dividends. As you know, we raised our quarterly dividend by
$0.01 in the fourth quarter of 2021. And last quarter, we tripled the size of our share repurchase
plan, which is now up to $30 billion of share repurchases this year and next. So we're definitely
focused on being efficient as we look to return capital to shareholders. And obviously, the share
repurchase program has the secondary benefit of reducing the nominal size of our dividend. So
I'd say we're trying to strike the right balance. Our board reviews this pretty regularly, and we feel
good about where we're at right now.” (ExxonMobile Q2 2022 Earnings Call, 7/29/2022)

Exxon blamed refinery margins on low investment by the oil industry and predicted
higher prices for years

Exxon’s CEO blamed low refinery capacity and high margins on the fact “prior to the
pandemic; industry investments were below historical levels” ”Darren Woods -- Chairman of
the Board and Chief Executive Officer: Margins in North America tightened during the quarter as
product prices continue to lag the steep increases in ethane feedstock cost, consistent with
higher gas prices. Before recapping our financial results, let me touch on the market environment
that underpins them. As I mentioned in my prerecorded remarks, large annual investments in oil
and gas production are required to offset normal depletion, even more is required to grow net
production. Prior to the pandemic, industry investments were below historical levels. The
economywide shutdowns during the pandemic exacerbated the problem. We are now
experiencing tight markets across most of our businesses as supply lags demand recovery. We
clearly see the tightness in supply in refining, where the closure rate during the pandemic was 3x
the rate of the 2008 financial crisis. Given the long investment cycle times, growing supply will
not happen overnight.” (ExxonMobile Q2 2022 Earnings Call, 7/29/2022)
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Exxon’s CEO: “we've got this gap, demand recovers, and we don't have the capacity to meet
that, which has led to a record, record-high refining margins.” “Darren Woods -- Chairman of
the Board and Chief Executive Officer: Sure. Happy to do that, Stephen. Thanks for calling in. Yes,
you say it's a volatile area. I think the thing that's really changed in the refining landscape, which
has impacted -- we're seeing that impact across a lot of industries and parts of our business is the
pandemic. If you go back since 2020 and as we've mentioned in our prepared presentation, 3
million barrels a day of refining capacity has come out of the circuit since the pandemic. And what
has typically happened, which is three times the rate of historical levels. And typically, historical
levels have been offset by new builds coming in. And of course, a lot of those new builds got
pushed out because of the pandemic and the lack of revenue in the extremely negative and poor
refining margins. And so, we've created this hole with a lot more capacity coming off-line without
a whole lot of new capacity, typically out and developing in parts of the world in Asia and the
Middle East. That capacity is not coming on. So we've got this gap, demand recovers, and we
don't have the capacity to meet that, which has led to a record, record-high refining margins.”
(ExxonMobile Q2 2022 Earnings Call, 7/29/2022)

Exxon’s CEO said that while new refinery capacity was coming online, it was “still fairly short
of the capacity that came off. And so, our view is we're going to see what I say, the tighter
supply and demand balance.” “Darren Woods -- Chairman of the Board and Chief Executive
Officer: And it's one that takes advantage of the utilities and the units that we already have and
the connection that we have with the Permian. So a very advantaged project coming onto the
market at a really good time. Outside of that, I don't see a whole lot of additional expansions here
in the U.S. And then, as we mentioned in the presentation, over the next two years, probably 1
million barrels a day of capacity, including the 2-50 at our site coming on in the marketplace,
which is still fairly short of the capacity that came off. And so, our view is we're going to see what I
say, the tighter supply and demand balance. One of the real question marks out there is what
happens with demand. I would tell you even at 2019 levels, the market is relatively tight. And so, I
expect a tighter market and maybe elevated margins versus what the historical norm is.”
(ExxonMobile Q2 2022 Earnings Call, 7/29/2022)

Exxon’s CEO predicted, “this will be a few-year price environment.” “Darren Woods -- Chairman
of the Board and Chief Executive Officer: But I would expect much lower than what we've
experienced here in the second quarter. And then, with time, we'll see that capacity come back
on out in Asia and the Middle East. And the world market is very efficient, and those barrels will
flow to the demand centers and balance things off. And so, I think this will be a few-year price
environment, and we'll get back to what I think is a more typical refining industry structure.”
(ExxonMobile Q2 2022 Earnings Call, 7/29/2022)

Exxon’s CEO told analysts that countries were recognizing renewables were not
sufficient and that fossil fuels were part of the energy equation

Exxon’s CEO said of renewables, “there's a recognition that there are deficiencies in those
technologies. And while they offer an important solution and are necessary, they're not
sufficient.”Darren Woods -- Chairman of the Board and Chief Executive Officer: You bet, Jason. I
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think the short answer is yes. It's incentivizing, I think, both of those. And I think that's appropriate
to look where there's an opportunity to take advantage of what I'll call the natural endowments in
terms of sun and wind to deploy those technologies and renewable technologies to generate
power. But at the same time, I think there's a recognition that there are deficiencies in those
technologies. And while they offer an important solution and are necessary, they're not sufficient.
And so, I think at the same time, a recognition that we need to do more, particularly with gas
given its cleaner footprint.” (ExxonMobile Q2 2022 Earnings Call, 7/29/2022)

Exxon’s CEO: “the challenge here is emissions. Not oil and gas itself, it's the combustion of oil
and gas and the emissions associated with that.” “Darren Woods -- Chairman of the Board and
Chief Executive Officer: And I think a recognition, as it was just speaking with Sam about, that the
challenge here is emissions. Not oil and gas itself; it's the combustion of oil and gas and the
emissions associated with that. And so, dealing with emissions through carbon capture and
storage is another opportunity to address the problem at a much lower cost and in a much
quicker time frame. And so, my sense and the conversations I'm having with governments around
the world is a recognition of this broader approach, a basket of technologies is going to be
needed, and emphasis should be put on all the ones for the right reasons at the right time and
consciously and explicitly recognizing the deficiencies and making sure that we're mitigating
those deficiencies. It was just in Europe and having a conversation with some of the government
leaders there and clearly recognize the challenge associated with renewables, wind, and solar
and the intermittency issue and recognition that gas and gas-fired power gen will be an important
backstop to address that. So I think there's a much more holistic approach being taken and a
more thoughtful one, and I think that's encouraging.” (ExxonMobile Q2 2022 Earnings Call,
7/29/2022)

Exxon’s CEO called emissions the “real challenge with the energy transition,” as that “opens
up the door for additional oil and gas and the receptiveness of oil and gas coming on the
marketplace.” “Darren Woods -- Chairman of the Board and Chief Executive Officer: Yes. Well, I
think, Roger, it's a complicated space you're asking about, but a good one. I do think if over time,
policymakers focus on what I think the real challenge with the energy transition is, which is
dealing with emissions and the broader door opens for, say, carbon capture and storage or
hydrogen and specifically blue hydrogen, that opens up the door for additional oil and gas and
the receptiveness of oil and gas coming on the marketplace, which I think frankly, is important
just given the costs associated with the transition. If you can find ways to use existing
infrastructure and don't have to rewire your entire industrial processes and power generation
systems, that's going to be a win for society as we bring down emissions.” (ExxonMobile Q2 2022
Earnings Call, 7/29/2022)

ExxonMobil broke new profit records even with lower revenue than their previous record
year

ExxonMobil’s CEO: “we delivered higher profits than 2012, our previous record year, with a
400-basis-point improvement in profit margin.” “Darren Woods -- Chairman and Chief Executive
Officer: Excluding asset sales, we had our best cash flow performance since the merger. And
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despite lower revenues, we delivered higher profits than in 2012, our previous record year, with a
400-basis-point improvement in profit margin, reflecting upgrades to our product mix, structural
cost reductions, and disciplined expense management. 2022 was also a year of strong progress
across our five strategic priorities. Importantly, we've continued to strengthen our
industry-leading portfolio and increased production from high-return advantaged assets in
Guyana and the Permian at a time when the world needed it most.” (ExxonMobil Q4 2022
Earnings Call Transcript, 1/31/2023)

ExxonMobil’s CEO noted, “If you look at 2012 when we had our last -- or higher revenues than
we've got today, we made more money this year with fewer revenues.” “Darren Woods --
Chairman and Chief Executive Officer: Sure. Yeah. This is obviously a real important focus area for
us. And let me just maybe start with a broad strategy and philosophy that you've seen us
executing here over the last five years. And as I mentioned on CBC this morning, I think we see
that paying off with respect to the profit margins and the improvements that we're seeing in the
profit margins. If you look at 2012, when we had our last -- or higher revenues than we've got
today, we made more money this year with fewer revenues. And that's really a function of the
improvement in net profit margin, where we went from about 10% net profit margin in 2012 to 14%
in 2022. So, I think a reflection of the work that we've been doing to better position ourselves
competitively.” (ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil said supply constraints were boosting refining margins, something that
would continue through 2023

ExxonMobil’s CEO: “ I think the driver behind the refining margins that we've seen here of late
is the -- driven by the pandemic impacts of shutting down capacity and then not having that
capacity available as demand has recovered.” “Darren Woods -- Chairman and Chief Executive
Officer: Yeah. I'll take that, Jeanine. I think I'll start with just the market in general. And I think the
driver behind the refining margins that we've seen here of late is the -- driven by the pandemic
impacts of shutting down capacity and then not having that capacity available as demand has
recovered. So, the world remains pretty tight, and it will stay, I think, tight while we wait for
additional refineries and expansions to come online, primarily out in Asia and the Middle East. I
think Russia's impact on the ban on products going into Europe could potentially have some
short-term implications. At the end of the day, those products are going to be needed.”
(ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO predicted high refining margins continuing into 2024, absent an economic
slowdown or recession. “Darren Woods -- Chairman and Chief Executive Officer: I think more
fundamental to refining is the shortness and with the economies picking up and with China
coming out of its COVID lockdown and the economic growth there. And then the view that you
take on the economic impacts and how severe recessions are here this year, that's probably
going to play a much bigger role. If demand picks up, economies continue to grow; we're going
to see that tightness manifest itself in continued high refining margins, which I think will mean
fairly high margins this year and potentially going into 2024 as well.” (ExxonMobil Q4 2022
Earnings Call Transcript, 1/31/2023

19

https://www.fool.com/earnings/call-transcripts/2023/01/31/exxon-mobil-xom-q4-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2023/01/31/exxon-mobil-xom-q4-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2023/01/31/exxon-mobil-xom-q4-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2023/01/31/exxon-mobil-xom-q4-2022-earnings-call-transcript/


ExxonMobil used high oil prices to spend $30 billion on stock buybacks and dividends in
2022

ExxonMobil’s CEO: “we returned $30 billion to shareholders in 2022, including about $15
billion in dividends, which also led peers. ”Darren Woods -- Chairman and Chief Executive
Officer: In 2022, we boosted the quarterly dividend by more than 3% and marked the 40th
consecutive annual increase. Additionally, we increased our share repurchase program twice
during the year. In total, we returned $30 billion to shareholders in 2022, including about $15
billion in dividends, which also led to peers. These actions reflect the confidence we have in our
strategy, the performance we've seen across our businesses, and the strength of our company's
future. We're proud of our people and their work to meet the evolving needs of society.”
(ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO said the company expected to spend $35 billion on stock buybacks in
2023 and 2024. “Darren Woods -- Chairman and Chief Executive Officer: As you've seen, we
remain committed to our capital allocation priorities, investing in advantaged projects,
maintaining a strong balance sheet to manage across the commodity cycles, and sharing our
success through shareholder distributions, demonstrated our commitment to a reliable and
growing dividend and further sharing our success through the share repurchase program with up
to $35 billion in cumulative repurchases in 2023 and 2024. 2022 demonstrated the importance
of the equation and the strength of our strategy. We feel good about the progress we've made
and even better about the opportunities ahead.” (ExxonMobil Q4 2022 Earnings Call Transcript,
1/31/2023

ExxonMobil executives harshly criticized European windfall tax policies, warning of
“unintended negative consequences”

ExxonMobil criticized European windfall taxes as a “penalty on the broad energy sector,” in
contrast with the IRA in the US. “Kathy Mikells -- Senior Vice President, Chief Financial Officer:
But if I take an overall step back and say we looked at what happened in the EU and said, you
know, it [Inaudible] it's not legal, and it's the opposite of what is needed, right? So, what's needed
right now is more supply. And instead, what's been put in place is a penalty on the broad energy
sector. So, I'd contrast that with what's happened more recently in the United States with the
Inflation Reduction Act, right? There you see policy that's put out to incent industry, both to
accelerate technology and accelerate investment that's greatly needed, especially in areas where
the industries in terms of lowering emissions are still pretty nascent, things like hydrogen and
CCS. And you're already seeing investments start to flow into those industries.” (ExxonMobil Q4
2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO said policies such as windfall taxes “will be yet another reason to pull back
on their investments in Europe. ”Darren Woods -- Chairman and Chief Executive Officer: And I
would just add, Doug, I think; obviously, we've been engaged with governments throughout
Europe. And I do think there is a sensitivity to the impact on future investments and the industry's
appetite to continue to invest in what is a challenging market environment in the first place with
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respect to Europe becoming more uncertain and less stable. So, I think there was some concern
going into this. And my suspicion will be many an industry; this will be yet another reason to pull
back on their investments in Europe.” (ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO: “there will be a lot of unintended negative consequences that come from
this. And as that manifests itself, a lot less appetite for doing this.” “Darren Woods -- Chairman
and Chief Executive Officer: And I'm not sure you're going to see then that begin to propagate
around the world just because of the negative impact it has on an industry that requires a stable
policy and some certainty when you're making the size of investments that the industry makes
over the time horizon that we make them in. So, my sense is that there will be a lot of unintended
negative consequences that come from this. And as that manifests itself, a lot less appetite for
doing this.” (ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO claimed their industry was “underinvesting” in oil and gas and
predicted “continued tight markets”

ExxonMobil’s CEO said the energy industry was “underinvesting” in oil and gas, and “I think
you're seeing the potential for continued tight markets.” “Darren Woods -- Chairman and Chief
Executive Officer: Yeah. Thanks. I'll take that one, Ryan. It's -- I think you hit on a very good point,
which is -- and the point that we've made historically is there has -- we are underinvesting as an
industry in this space. And in the depletion business, we are not keeping up with that depletion or
not offsetting it and covering the growth you find yourself in tight markets. And I think as the
broader public narrative has moved in this space and some of our competitors have stepped
back for investment there, that does tighten the amount of capacity that's coming on and the
supply that gets brought in over time. And until you have competitive alternatives, lower
emissions, competitive alternatives that address the full set of needs for society, there's going to
continue to be a demand for oil and gas and oil products. And so, I think you're seeing the
potential for continued tight markets.” (ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023)
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HESS CORPORATION

The Hess Corporation said high oil prices were the result of oil companies choosing not
to invest in production for the past five years

The Hess Corporation blamed oil prices on the fact that “oil supply has been struggling to
keep up with demand, predominantly as a result of more than 5 years of industry
under-investment.” “John Hess - CEO: In terms of global oil demand, there has been a V-shaped
recovery due to various government financial stimulus programs and accommodative monetary
policies. Global oil demand has returned to pre-COVID levels of approximately 100 million barrels
per day. On the other hand, the global oil supply has seen more of a U-shaped recovery. Global
oil supply has been struggling to keep up with demand, predominantly as a result of more than 5
years of industry under-investment. As a consequence, we have seen 7 consecutive quarters of
draws on global oil inventories, so much so that global oil inventories today are approximately
400 million barrels less than pre-COVID levels.” (Hess Corporation Earnings Call Q2 2022,
7/27/2022)

Hess Corporation: There is very little spare capacity left in the world.” “John Hess - CEO: As we
look to the second half of the year, we expect global oil demand to increase by 1 million to 1.5
million barrels per day as a result of China's economy reopening after COVID lockdowns and
increasing air travel. In terms of global oil supply, shale producers have enabled the U.S. to grow
oil production by approximately 1 million barrels per day over the year -- in the last year. There is
very little spare capacity left in the world. With demand growing, supply lagging, and the potential
for further sanctions on Russian oil exports, we expect a tight global oil market to get even tighter
over the balance of the year.” (Hess Corporation Earnings Call Q2 2022, 7/27/2022)

Hess Corporation executives said they planned to exploit high oil prices to funnel more
to investors

The Hess Corporation said the company planned to use their cash flow to “increase the return
of capital to our shareholders through further dividend increases and share repurchases.”
“John Hess - CEO In summary, we continue to successfully execute our strategy to deliver
industry-leading cash flow growth and financial returns to our shareholders while safely and
responsibly producing oil and gas to help meet the world's growing energy needs. We increased
our regular quarterly dividend by 50% in March and, during the second quarter, commenced a
share repurchase program, reflecting the financial strength of our business and our commitments
to shareholders. As our portfolio becomes increasingly free cash flow positive, we will continue
both to invest to grow our company's intrinsic value and to increase the return of capital to our
shareholders through further dividend increases and share repurchases.” (Hess Corporation
Earnings Call Q2 2022, 7/27/2022)

Hess Corporation said it funneled over $300 million to shareholders in the second quarter
alone.“John Rielly - CFO: In the second quarter, we commenced common stock share
repurchases with the purchase of approximately 1.8 million shares for $190 million under our
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existing $650 million board-authorized stock repurchase program. We intend to utilize the
remaining amount under the stock repurchase program by the end of this year. Total cash
returned to shareholders in the second quarter amounted to $306 million, including dividends.
Net cash provided by operating activities before changes in working capital was $1.46 billion in
the second quarter compared with $952 million in the first quarter primarily due to higher
realized selling prices and sales volumes.” (Hess Corporation Earnings Call Q2 2022, 7/27/2022)

Hess Corporation’s CFO said the company was committed to funneling 75% of cash flow to
shareholders and going even farther than that in 2022 and 2023 thanks to “this favorable
commodity prices environment.” “John Rielly - CFO: Yes. Thanks, Arun. So just to remind you
what our -- the capital return framework is our framework is set up on an annual basis. So we look
at our annual free cash flow, and we are planning to return -- and we are committed to return up
to 75% of that free cash flow. And that free cash flow is reduced for debt reductions, which we did
have that $500 million in the first quarter. So as we said, with our $650 million authorized in the
$190 million done in the second quarter, you can expect the remainder to be done throughout
the rest of this year, and it's actually going to be above the 75% framework because of where
commodity prices are, our discussions with the Board our favorable balance sheet position and
look with Guyana ramping up and Bakken ramping up our free cash flow is improving, as you see
from our second quarter results, so that we can give more than 75% this year with this favorable
commodity price environment. And so then, coming to 2023, you really should think about, look,
we just are starting a capital return program. This is just the beginning, and we plan to continue it.
So as we move into 2023, we are committed to that 75% framework. Again, if commodity prices
are favorable, we can do more than that next year. But you should begin to think this is going to
be a continued program.” (Hess Corporation Earnings Call Q2 2022, 7/27/2022)

Hess Corporation’s CFO said the company’s goal was to use they’re growing cash flow to
increase dividends to attract “income-oriented investors.” “John Rielly - CFO: Sure. So I mean,
John did give a good explanation on that, but that's clearly what we're looking to do with
continual increases here. And John did mention that we'd like to get our dividend to a level that is
attractive to income-oriented investors. So I think the yield is an output, but you can think about
the yield that the income-oriented investors are looking at. So with our ability here, again, as I
mentioned, Bakken growing to 200,000 barrels a day and then Guyana, Payara coming in late
2023 and then almost an FPSO a year here as we move out the next couple of years, we're going
to have a significant free cash flow that we're able to continue to increase the dividend and we
can kind of move that dividend as our cash flow grows. But actually, the bigger part of our return
will be shared repurchases because that growing free cash flow when you put that 75% against
that as we -- we will grow that dividend. We want to make it sustainable in a low oil price
environment, but the bigger portion ultimately will be share repurchases.” (Hess Corporation
Earnings Call Q2 2022, 7/27/2022)
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Hess Corporation executives were explicit they weren’t planning to increase production
when they could just benefit from high oil prices now

When asked by an analyst if Hess Corporation planned to increase production in the Gulf of
Mexico, the COO said the goal was to “hold it flat.”

Ryan Todd - Piper Sandler & Co., Research Division: Maybe just a couple of quick follow-ups on
other questions. On the Gulf of Mexico, as you were talking about medium-term strategy, if you
were to -- I know this varies on a lot of things, but if you were to do that, plan a couple of wells a
year. Is the general outlook that you'd probably hold production flat there over the medium term
in the Gulf of Mexico that you could drive modest growth? Or how do you think about, as you
look out over the next few years, the trajectory of production there in the Gulf of Mexico?

John Hess - CEO: Greg?

Gregory Hill - COO: Sure. I think for the next couple of years, you could assume our objective is
really to hold it flat, and we'll do that through these infills and ILX, infrastructure-led exploration
wells that are quick tiebacks. Beyond that, we're also going to be doing some hub class
exploration prospects. Obviously, those wouldn't feature those that wouldn't come in as growth
until later in that period. So short term, hold it flat as a minimum longer-term grow it, assuming
success from some of these sub-class exploration prospects. (Hess Corporation Earnings Call Q2
2022, 7/27/2022)

Hess Corporation’s CFO said it wasn’t planning to increase shale production because
“obviously, at current prices, those returns are fantastic…it becomes this massive cash annuity
for the portfolio at that 200,000 barrels a day.” “Gregory Hill - COO: No. Look, I think if you look
at our portfolio, we've got 20 or more drilling locations that generate great returns at a $60 WTI.
So obviously, at current prices, those returns are fantastic, right? And so, certainly, the movement
in the oil price from a return standpoint is outstripping any inflationary effects. And the 200,000
barrel-a-day kind of plateau rate, if you will, for the Bakken is absolutely the optimum place to be
because it really fills up all the infrastructure that we have in place in the Bakken. So you need to
think about future wells is almost like a tieback in the Gulf of Mexico. The infrastructure is already
there. So the incremental returns are very high for those Bakken wells. So we'll hold that with the
portfolio we have, we'll hold that for rigs and be able to hold that plateau at about 200,000
barrels a day for almost a decade, all the while, the Bakken generating a significant amount of
free cash flow during that period. So at $60, it generates over $1 billion of free cash flow.
Obviously, at the current price is much higher. So it becomes this massive cash annuity for the
portfolio at that 200,000 barrels a day.” (Hess Corporation Earnings Call Q2 2022, 7/27/2022)

Hess Corporation’s CFO said that higher oil prices were more than outstripping any
increase in costs from inflation

Hess Corporation CFO said that despite inflation and supply problems increasing costs, "with
the higher oil prices, obviously, we're getting much higher returns in cash flow.” “John Rielly -
CFO: Sure. So I mean we are seeing, Roger, that just like our competitors, we're seeing upward
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pressure onshore and offshore with steel prices, labor costs and rig rates. So there's no question
we are seeing that. So we -- as you mentioned, we talked about Guyana. So onshore, you heard
Greg mentioned that the D&C cost did go from 6.2% to 6.3% this year. We are seeing inflation
coming from 2023, and these things continuing. So I can't give you the number. That's why we'll
wait till the end of the year, but you should expect that 6.3% to be higher in 2023 when we get
the full numbers in. Again, we're working hard to mitigate the effects through efficiency gains,
working with our suppliers, contracts, and all our relationships there. And with the strength of the
oil prices, as you mentioned, I still think with that tightness going into 2023, we will continue to
see that. But of course, with the higher oil prices, obviously, we're getting much higher returns in
cash flow.” (Hess Corporation Earnings Call Q2 2022, 7/27/2022)

MARATHON PETROLEUM

Marathon executives repeatedly emphasized the billions it showered on investors thanks
to massive profits

Marathon’s CEO boasted the company spent $12 billion on stock buybacks in 2022, totaling
$17 billion since May 2021. “Mike Hennigan -- Chief Executive Officer: MPLX remains a source of
durable earnings in the MPC portfolio. And as MPLX grows its free cash flow, we believe we will
continue to have the capacity to increase its capital return to unit holders. In 2022, we return
nearly $12 billion through share repurchases, bringing the total repurchases to almost $17 billion
since May 2021. In addition, we increased MPC's dividend by 30% to $0.75 per quarter.”
(Marathon Petroleum Q4 2022, 1/31/2023)

Marathon announced another $5 billion in stock buybacks was on the way for investors. “Mike
Hennigan -- Chief Executive Officer: In addition, we're focused on growth opportunities in
emerging technologies, as well as opportunities enabled by digital transformation. Beyond these
three objectives, we're also returning excess capital through share repurchases to meaningfully
lower our share count. In the period from early November through the end of January, we've
completed nearly $2.4 billion of share repurchases. And today, we announced an incremental $5
billion share repurchase authorization, reinforcing our commitment to strong capital returns.”
(Marathon Petroleum Q4 2022, 1/31/2023)

Marathon’s CFO: “During the quarter, we returned $351 million to shareholders through
dividend payments, and repurchased over $1.8 billion of our shares.” “Maryann Mannen --
Chief Financial Officer: This excludes a $176 million LIFO inventory benefit, as well as a $60
million gain related to the Speedway transactions. Adjusted EBITDA was $5.8 billion for the
quarter, and cash flow from operations, excluding unfavorable working capital changes, was $4.4
billion. During the quarter, we returned $351 million to shareholders through dividend payments
and repurchased over $1.8 billion of our shares. Slide 7 shows the reconciliation between net
income and adjusted EBITDA, as well as the sequential change in adjusted EBITDA from the third
quarter of 2022 to the fourth quarter of 2022.” (Marathon Petroleum Q4 2022, 1/31/2023)
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Marathon’s CFO: “For the full year, we returned $13.2 billion out of $17.7 billion of our 2022
cash from operations, excluding working capital impacts, representing a 75% payout.”
“Maryann Mannen -- Chief Financial Officer: For the full year, we returned $13.2 billion out of $17.7
billion of our 2022 cash from operations, excluding working capital impacts, representing a 75%
payout. This was partially enabled by our commitment to complete our $15 billion capital return
program. The outstanding purchase authorization of $7.6 billion, which includes the incremental
$5 billion approval, demonstrates our commitment to returning capital. At the end of the fourth
quarter, MPC had approximately $11.8 billion in cash and short-term investments.” (Marathon
Petroleum Q4 2022, 1/31/2023)

Marathon’s CEO predicted their refinery business would remain strong thanks to capacity cuts

Marathon’s CEO said their “outlook remains bullish for '23 supported by the nearly 4 million
barrels per day of refining capacity that has come offline globally in the last couple of years.”
“Mike Hennigan -- Chief Executive Officer: Executing our operating, commercial, and financial
objectives, combined with a strong macro environment, led to total shareholder returns of 87%
for MPC in 2022. Before Maryann goes through the results for the quarter, we wanted to share
our outlook on the macro environment and the financial priorities for 2023. Our outlook remains
bullish for '23, supported by the nearly 4 million barrels per day of refining capacity that has come
offline globally in the last couple of years. Demand for transportation fuels we manufacture
remains robust.” (Marathon Petroleum Q4 2022, 1/31/2023)

Marathon’s CEO: “we believe that the current supply constraints and growing demand will
support strong refining margins in '23.” “Mike Hennigan -- Chief Executive Officer: We've seen
a recovery in demand across all our products since coming out of the pandemic. And we
anticipate a further recovery in 2023, particularly as we expect consumers to adjust consumption
patterns to lower retail fuel prices. Uncertainties remain around the pace and impact of China's
recovery, the magnitude of a potential US or global recession, and the impact of Russian product
sanctions. But despite these unknowns, we believe that the current supply constraints and
growing demand will support strong refining margins in '23.” (Marathon Petroleum Q4 2022,
1/31/2023)

Marathon executives repeated that sanctions on Russia were boosting their business

A Marathon executive described sanctions on Russia as “bullish.” “Brian Partee -- Senior Vice
President, Global Clean Products Value Chain: Yeah, John. This is Brian. I'll take that. So, just
really quick on your question on timeline, we do not expect it to really unfold until the second
quarter. So, leading into the sanctions, as you'd expect, we saw a pretty meaningful
de-inventorying coming out of Russia getting out of the sanctions, coupled with inventorying in
large parts of Northwest Europe. So, as a result, we're entering the sanction period of time at
really historically high levels of inventory, particularly in Europe. So, we view it as 2Q and beyond
the timeline perspective. But, directionally, we see it as bullish for cracks.” (Marathon Petroleum
Q4 2022, 1/31/2023)
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A Marathon Executive said, “we feel well -- very well positioned to take advantage of that”
regarding the situation created by sanctions on Russia. “Brian Partee -- Senior Vice President,
Global Clean Products Value Chain: I think, given the dynamic nature of the situation in Russia,
that supply assurance component is really a big unknown, but we feel well -- very well positioned
to take advantage of that, given our position in the Atlantic basin. As you probably know, we
opened an office in London late last year and are very active in that market. The last point of your
question, in terms of distribution, without giving too much granular detail, a large portion of them
historically have moved into Latin America. We've historically exported 250,000 to 350,000
barrels a day depending on turnaround and unplanned downtime activity within our system.”
(Marathon Petroleum Q4 2022, 1/31/2023)

PHILLIPS 66

Phillips 66 reported massive profits thanks to tight refining capacity, allowing the

company to increase its dividends

Phillips 66 told analysts that even as new refinery capacity was increasing, a large portion
was still being taking offline, supporting higher margins. “Jeff Dietert -- Vice President, Investor
Relations: Yeah. Doug, we have between 1.3 million and 1.5 million barrels a day of capacity
growth per year in the '22, '23, '24 time frame. Now that will be offset by about half as much
capacity that's announced rationalizations that will be coming out of the market, including our
Rodeo Renewed that we're converting to a renewable diesel facility. So there will be some
capacity growth, but the market's tight, as you know, from the cracks in the marketplace and the
inventories today currently.”

Phillips 66 said that supply constraints were “supporting elevated refining margins,” leading
to earnings over $3 billion.“Mark Lashier -- President and Chief Operating Officer: We're focused
on reliably providing critical energy products, including transportation fuels, to meet demand.
We've maintained strong operations in successfully completing our spring turnaround activities
early in the second quarter. Even with global refineries running near max capacities, gasoline, and
distillate inventories remain low, supporting elevated refining margins. In the second quarter, we
had adjusted earnings of $3.3 billion or $6.77 per share.”

A Phillips 66 executive said their refining income was $3.1 billion, “up from $140 million in the
first quarter” and “Realized margins increased by 168% to $28.31 per barrel.” “Kevin Mitchell --
Executive Vice President and Chief Financial Officer: The $11 million improvement in Other mainly
reflects lower employee-related expenses and higher capitalized interest related to growth
projects. During the second quarter, we received $216 million in cash distributions from CPChem.
Turning to refining on Slide 8. refining's second quarter adjusted pre-tax income was $3.1 billion,
up from $140 million in the first quarter. The improvement was primarily due to higher realized
margins across all regions. Realized margins increased by 168% to $28.31 per barrel. Pretax
turnaround costs were $223 million, up from $102 million in the prior quarter. Crude utilization

27

https://www.fool.com/earnings/call-transcripts/2023/01/31/marathon-petroleum-mpc-q4-2022-earnings-call-trans/


was 90% in the second quarter, and clean product yield was 83%. (Phillips 66 (PSX) Q2 2022
Earnings Call, 7/29/2022)

Phillips 66 increased their dividend by 5%, over 11 times from its inception in 2012.“Mark
Lashier -- President and Chief Operating Officer: In May, we raised our dividend by 5% to $0.97
per share. We've increased the dividend 11x since our inception in 2012, resulting in an 18%
compound annual growth rate. Our strategy remains consistent, supported by a strong
foundation of operating excellence and a high-performing organization. We're focused on
strategic return-enhancing growth investments in the midstream, chemicals, and emerging
energy while selectively investing to increase returns in refining and marketing and specialties.”
(Phillips 66 (PSX) Q2 2022 Earnings Call, 7/29/2022)

Phillips 66 crowed over massive profits and cash funneled to investors in 2022

Phillips 66 President reported nearly $2 billion in earnings in the 4th quarter and funneling
$3.3 billion to Wall Street investors for 2022. “Mark Lashier -- President and Chief Operating
Officer: Thanks, Jeff. Good morning, and thank you for joining us today. In the fourth quarter, we
had adjusted earnings of $1.9 billion or $4 per share. We generated $4.8 billion in operating cash
flow. For the year, adjusted earnings were $8.9 billion or $18.79 per share. Our diversified,
integrated portfolio generated strong earnings and cash flow in 2022, supported by a favorable
market environment and solid operations. Our cash flow generation allowed us to strengthen our
financial position by repaying debt and resuming our share repurchase program. We returned
$3.3 billion to shareholders through share repurchases and dividends.” (Phillips 66 Q4 2022
Earnings, 1/31/2023)

Of the $3.3 billion spent on shareholders in 2022, $1.5 billion was stock buybacks. “Kevin
Mitchell -- Executive Vice President and Chief Financial Officer: During the year, we paid down
$2.4 billion of debt. This includes $430 million of debt paid down by DCP Midstream since we
began consolidating, effective August 18. We funded $2.2 billion of capital spending and returned
$3.3 billion to shareholders, including $1.5 billion of share repurchases. The other category
includes the redemption of DCP Midstream's Series A preferred units of $500 million.” (Phillips 66
Q4 2022 Earnings, 1/31/2023)

Phillips 66 spent $1.2 billion on dividends and stock buybacks in the 4th quarter of 2022
alone. “Kevin Mitchell -- Executive Vice President and Chief Financial Officer: We generated an
operating cash flow of $4.8 billion, including a working capital benefit of $2.1 billion and cash
distributions from equity affiliates of $261 million. Capital spending for the quarter was $713
million, including $310 million for growth projects. We returned $1.2 billion to shareholders
through $456 million of dividends and $753 million of share repurchases. We ended the quarter
with 466 million shares outstanding.” (Phillips 66 Q4 2022 Earnings, 1/31/2023)
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Phillips 66 predicted continued high profits with billions more planned to spend on
dividends and buybacks

A Phillips 66 executive said 2022 was a “record year,” and “with increased volatility in the
market, that generally drives better business.” “Brian Mandell -- Executive Vice President,
Marketing and Commercial On the marketing business, I'd say that we will continue to perform
well, perhaps not as well as in 2022. That was a record year. But with increased volatility in the
market, that generally drives better business. We also had a joint venture retail record year last
year, and we continue to grow our retail joint venture in the U.S., and that continues to perform.
Also, there are issues in the European market that have helped us. Even things like expanding
our credit card business have been helpful in growing our business. So, I think we'll continue to
grow the business. You'll see the earnings strong, but perhaps not quite as strong as 2022.”
(Phillips 66 Q4 2022 Earnings, 1/31/2023)

Phillips 66’s President told analysts their plan was to spend as much as $12 billion on
dividends and stock buybacks by mid-2024. “Mark Lashier -- President and Chief Operating
Officer: Slide 4 summarizes our progress. We are delivering returns to shareholders. Since July
2022, we've returned $2.4 billion to shareholders through share repurchases and dividends.
We're on track to meet our target return of $10 billion to $12 billion by year-end 2024. In January,
we reached an agreement to acquire all of the publicly held common units of DCP Midstream. We
expect the transaction to close in the second quarter of 2023, at which point, we will have an
87% economic interest in DCP Midstream.” (Phillips 66 Q4 2022 Earnings, 1/31/2023)

SHELL

Shell executives repeatedly bragged that the company funneled more profits to their
investors than ever before

Shell’s CEO said the company’s earnings were up 65% from the last time the average price of
oil was $108, and “this quarte,r our cash distributions were the highest ever.” “Ben van
Beurden -- Chief Executive Officer: Now, the key similarity between today and how our operating
environment looked in 2013 is the oil price. The average price of $108 a barrel for the first half of
2022 is almost what it was in the first half of 2013. But Shell has transformed since then, both
financially and operationally. Over the first six months of this year, our adjusted earnings are up
65% compared to the first half of 2013. In the same period, comparatively, our organic free cash
flow tripled, and we have doubled our shareholder distributions. In fact, this quarter, our cash
distributions were the highest ever. And we have done all that safely and responsibly. Our teams
achieved 83% fewer process safety incidents and 32% lower Scope 1 and 2 carbon emissions.”
(Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell announced a $6 billion share buyback just for the third quarter and predicted
shareholder distributions would remain high.“Sinead Gorman -- Chief Financial Officer: Our
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trading and optimization results across our businesses were strong overall, especially in gas and
power in our RES business. That brings me to our financial framework. The $6 billion share
buyback program we announced today is expected to be completed by the time of our Q3
results announcement, and we expect our shareholder distributions to remain in excess of 30% of
CFFO with the current energy sector outlook. Our net debt further decreased to $46.4 billion this
quarter, and we will continue to strengthen our balance sheet, given where we are in the cycle.”
(Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell’s CFO: “in Q2, we effectively distributed $7.4 billion between the buybacks that we did
in the quarter in terms of cash and in terms of the dividends, and I believe that's the highest
we've actually ever done.” Sinead Gorman -- Chief Financial Officer: Thanks very much, and,
Lydia, good to hear from you. So indeed, we've chosen to go with $6 billion of share buyback this
quarter. And the debate, of course, that happened in turning the same as what is on your mind at
the moment is whether it should be a dividend or should it be a buyback. And the way we looked
at it was from an excess cash point of view, we want to allocate it according to value, and that's
very important to us. And frankly speaking, where the share price is at the moment, it made
sense to therefore go for the share buybacks. And that $6 billion, just because you added the
question there, is specifically for Q3, and we expect that $6 billion of buyback to be executed by
the Q3 results. So by the time we come out with it, then. And I guess just one other point to
remind you, of course, of is that in Q2, we effectively distributed $7.4 billion between the
buybacks that we did in the quarter in terms of cash and in terms of dividends, and I believe that's
the highest we've actually ever done. (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell’s CFO talked up how much the company was funneling to shareholders: “You saw it last
quarter with $7.4 billion of distributions, and you're seeing it with what we're suggesting now,
which is, of course, $6 billion of share buybacks and of course, the usual dividend of $1.8
billion to $1.9 billion as well. So these are significant sums of money. All in all, a quarter to be
proud of.” “Sinead Gorman -- Chief Financial Officer: I think just a small add to that, Ben, which is
Christyan, we've talked about 20% to 30% of the distribution of CFFO through the cycle, and
that's very much what this is about. But what is effectively happening here? What we're saying is,
in effect, we have a hard floor, and we have a soft ceiling. And that's what you're seeing. When
the appropriate moment is there, we distribute an awful lot more than that. You saw it last quarter
with $7.4 billion of distributions, and you're seeing it with what we're suggesting now, which is, of
course, $6 billion of share buybacks and, of course, the usual dividend of $1.8 billion to $1.9
billion as well. So these are significant sums of money. All in all, a quarter to be proud of. “(Shell
plc Q2 2022 Earnings Call, 7/28/2022)

Shell executives proudly noted that they were making far more profits despite producing
less oil than the last time prices were as high

Shell’s CEO said that the company had 21% less production than in 2013 but had almost
doubled what it made per barrel. “Ben van Beurden -- Chief Executive Officer: That's emissions
from our operations and the energy that we use to run them. So what changed? Well, we have
high-graded our portfolio, divested around $80 billion worth of assets, and doubled down on
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integrated value delivery. And as a result, in our integrated gas business, we now sell over two
times more LNG, while our CFFO per barrel increased more than five-fold over the same period,
and our upstream portfolio is much more concentrated, leading to 21% lower production while our
upstream CFFO per barrel increased by 74%. So yes, energy prices are very high today, but they
have been so before. And the real difference is that today we are performing much better in a
similar price environment, and we are confident about the future because we have a strong
capital framework and an energy transition plan that our shareholders firmly supported at our
annual general meeting in May. So we are increasing our shareholder distributions at a $6 billion
share buyback program for the next quarter. Now Sinead can tell you more about our results and
these distributions.” (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell’s CEO: “we actually reduced production compared to 2013 by 21%” while increasing
cash flow from barrels by 74%. “Ben van Beurden -- Chief Executive Officer: So I would say, yes,
there is more running room when it comes to the performance going forward. On the field
decline, I'm not entirely sure, but I got your question to the right spirit. So, therefore, I would also
add to ask you to add. If you look back on the upstream side, we actually reduced production by
compared to 2013 by 21%. That's not field decline, of course. There's also a portfolio, but it's also
taking into account a very significant acquisition with BG. So, in other words, again, you see that
we have significantly upgraded the portfolio in terms of production because, at 21%, we have --
coincides with a 74% CFFO per barrel increase. I think in general, field declines, I don't have the
number off the top of my head, but it -- but I don't think we see surprises there.” (Shell plc Q2
2022 Earnings Call, 7/28/2022)

Shell’s CFO: “So what we are seeing is significantly lower production, but we're really the
value over volume coming through, and it's really working.” “Sinead Gorman -- Chief Financial
Officer: No, indeed. And post-Permian, what we expect to see between now and 2025 is run by
1% to 2% decline coming through. I mean, but what I would say is, I mean, you look at our
upstream business at the moment, and you look at 4.9 billion of adjusted earnings in this quarter,
which just shows you that -- and that, by the way, is significant -- actually, the last time I think we
got near that was 2011. So it's even beyond the dates that we're looking at, and now it's similar
prices. So what we are seeing is significantly lower production, but we're really the value over
volume coming through, and it's really working. So quite relaxed from that perspective, all that as
well. And you asked a little bit about the sort of the CaPex as well coming through. So we're
spending $7 billion to $9 billion.” (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell executives emphasized that they were benefiting from high prices caused by low
supply, and the war in Ukraine

Shell’s CEO said the company was “quite bullish…the market is very tight and there's not a lot
of spare capacity around.” “Ben van Beurden -- Chief Executive Officer: Thanks, Christyan. Let
me have a stab at both, and then I'm sure that you may want to add a little bit on the first one.
What I will cover in the first one, Christyan, is the sort of link between the macro that you
referenced. So we -- particularly if you look at the energy outlook, we're actually quite bullish. If
you look at where we are today with supply-demand balances, the market is very tight, and
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there's not a lot of spare capacity around. OPEC hardly has any spare capacity. You could think of
a little bit more coming out of shales. Strangely enough, the SBR release has actually helped, but
that's hardly a price management tool, of course. So we are running out of steam a little bit in
coming up with supply-side solutions. And on the demand side, we haven't even seen a full
recovery to the 2019 type of demand. So my concern is that we will have a very tight situation
and a lot of volatility now. Sometimes we can benefit a lot from volatility, but I think that will
continue to persist. And the other thing to bear in mind, which may not be a very popular thing to
say, but it is a fact, is that the impact on Russia in terms of self-sanctioning and all sorts of other
actions that have been taken have actually been quite minimal. The volume of crude coming out
of Russia has been diminished, but only with a few hundreds of thousands of barrels a day, not a
sort of 2 million or 3 million that was originally foreseen. That might actually change in the new
year when the real sanctions are starting to bite. So I think we're going to see a tight situation for
some time to come.” (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell’s CEO: “We do have a bullish outlook on oil and gas prices generally and then, of course,
particularly, of course, in areas of greater stress like in Europe. And that is why we are also
quite confident to say that, hey, if the conditions that we are witnessing today are persisting,
then we -- yeah, we expect to be paying out more than 30% of our cash flow.” “Ben van
Beurden -- Chief Executive Officer: OK. Very good. Thank you, Giacomo. And let me take the first
question, and Sinead will talk about LNG utilization and the normalization of the outages that you
were referring to. And I think I already partly answered it in response to the previous question. So
yes, indeed, we do have a bullish outlook on oil and gas prices generally and then, of course,
particularly, of course, in areas of greater stress like Europe. And that is why we are also quite
confident to say that, hey, if the conditions that we are witnessing today are persisting, then we --
yeah, we expect to be paying out more than 30% of our cash flow. And of course, this is the cash
flow that is also already significantly higher. So it is a higher percentage of a higher cash flow.
And you will see indeed the effect that it has on numbers like the $7.4 billion record payout in Q2,
which we're going to beat in this quarter. So indeed, confidence in the macro should translate for
you into confidence in payouts that we are going to be able to pay. And therefore, I do think that
if you want to sort of come back to the dividend, the dividend is very sustainable. At the level,
where it is, it's $7.5 billion a year roughly and a 4% growth. With the buybacks that we're doing,
the absolute dividend content is actually declining.And therefore, I would like to add to the point
that Sinead made just now. So we are building -- every time we do a significant buyback, we are
building a significant capacity for a dividend per share increase. So the buybacks eventually will
crystallize in terms of value in a DPS increase.” (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell’s CEO: “we are very short refining, and we are short products, and that is largely
because of Russia, of course, because a lot of Russian refining capacity is basically locked
out.” “Ben van Beurden -- Chief Executive Officer: If you are referring to, well, but I can't work out
and how much a rule of thumb you have come to the results that you booked, it is basically
because extrapolations with the rule of thumb in a single quarter of a such a wide range simply
don't work anymore. There is just too many variables in there for that to work out mathematically.
It works in a small range, but not in a large range. But what is really working or what is really
happening in the refining business, Lucas, is of course, that we are very short refining and we are
short products, and that is largely because of Russia, of course, because a lot of Russian refining
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capacity is basically locked out. It's constipated because they cannot get every stream of the
refining system out of the country. That's part of the sanctioning -- self-sanctioning is working very
well. But it's also because products like diesel, for instance, are difficult to place, particularly
because they tended to go to Europe. The same with chemical feedstocks, and therefore,
everything in that field is going to be very tight.” (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell’s CEO: “I think this tightness is going to persist for some time, not forever…at this point
in time, yes, we are seeing a dislocation that we are indeed benefiting from.”“It is going to be
very tight for a while to come. I think the refining segment is going to be driven for a long time by
the availability of middle distance, so diesel, jet fuel, for which there is actually very limited price
elasticity. But on top of it, we also see China not exporting for all sorts of reasons. So I think this
tightness is going to persist for some time, not forever. So we're not in the golden age of refining.
Or if it is a golden age, it will be a relatively short-lived one. So ultimately, everything will revert
back to the mean again. But at this point in time, yes, we are seeing a dislocation that we are
indeed benefiting from, not only in our refining system, but also because we have the most
capable trading team to really take advantage of the opportunities that it brings.” (Shell plc Q2
2022 Earnings Call, 7/28/2022)

Shell’s CEO stressed “while indeed the war is a driver of a lot of the pricing that we are
seeing,” their profits were not merely a “windfall because there happens to be a war on the
continent here. “ “Ben van Beurden -- Chief Executive Officer: So there's a lot of questions in
there, Elaine, and it's -- let me have a go at some of them. I take your first question was really
about comparing 2022 with 2013. Interesting, but what really can you do going forward from
2022? And I would say, well, first of all, it is very important to look back on how much we have
strengthened this company. And the reason for doing it really is because there's also a narrative
out there that the results we are seeing today are accidental or actually just a windfall because
there happens to be a war on the continent here. And while, indeed, the war is a driver of a lot of
the pricing that we are seeing, if you reference it back to the last time we saw this prize, of
course, you cannot just explain it away by just a price effect. And indeed, we have significantly
improved the portfolio. We have significantly improved the strength of the organization. We just
picked out a number of indicators.” (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell’s CEO played down an IEA report predicting an eventual decline in LNG as unrealistic:
“Maybe this has to do something with demand not being decarbonized rather than supply not
disappearing fast enough. “ “Ben van Beurden -- Chief Executive Officer: Thanks, Martijn. I think
you did a dividend question one more time, but this particular version of it. But let me, first of all,
talk a little bit about the IEA and the role of LNG in it. Yes, you're right. Of course, we have to bear
in mind that the IEA is a normative scenario, Martijn. So it's, in other words, working back from a
pre-ordained outcome. And I'm basically drawing a sort of linear line to how would you get to. So
if you now look at that scenario, which is a bit over a year old, and you sort of track the progress
against how we are doing in that -- with that but at one year into it, then we are more than two
and a half years behind already. So in other words, we are traveling in the opposite direction. So
that shows a little bit how challenging it is to sort of turn the big ship around. And we may, of
course, have wishes and hopes and expectations that it will get better, but for now, it's not. So
therefore, I don't want to put too much cold water on the IEA report, but I think it is important to

33

https://www.fool.com/earnings/call-transcripts/2022/07/29/shell-plc-shel-q2-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2022/07/29/shell-plc-shel-q2-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2022/07/29/shell-plc-shel-q2-2022-earnings-call-transcript/


have a reality check and just say, well, is this really happening? And if it's not happening, why
would that be? Maybe this has to do something with demand not being decarbonized rather than
supply not disappearing fast enough. (Shell plc Q2 2022 Earnings Call, 7/28/2022)

Shell played down the impact on their costs from inflation

Shell’s CFO claimed that although materials like steel were facing 18% inflation, they had
locked in prices and “ we don't see that full amount coming through.”“Sinead Gorman -- Chief
Financial Officer: Thanks, Biraj. And particularly sort of two parts in a way to that first question. So
first of all, as we go into 2023, we are looking to, of course, start going through our planning
cycle. We will start setting our capex for next year. As we've said, for 2022, very much within the
$23 billion to $27 billion range. We are, of course, seeing inflationary pressures coming through.
That is happening already. But of course, a company of our size has the benefits of being able to
have the size and the volume that comes through. We're seeing things like steel being very much
pressurized at the moment in terms of sort of 18% or so of inflation. But we run on framework
agreements, which allow us to be able to lock in prices over a period of time and with certain
volumes. So we don't see that full amount coming through as well. It means we have a very
resilient supply chain, which allows us to mitigate some of those inflationary pressures.” (Shell plc
Q2 2022 Earnings Call, 7/28/2022)

Shell spent more on buybacks, and dividends than capital investments in 2022

Shell reported spending $26 billion on stock buybacks and dividends in 2022, more than they
spent on capital expenditures. “Sinead Gorman - CFO & Director: And now on to our financial
framework. Our strong performance over the year has allowed us to enhance our distributions to
shareholders. Our total shareholder distributions for the year were around $26 billion, in excess
of 35% of our 2022 cash flow from operations. And today, we have announced a new $4 billion
share buyback program, which we expect to complete on time of our Q1 results announcement.
As planned, we have also increased our dividend per share by 15% in the fourth quarter.
Demonstrating discipline, our total cash capital expenditure for 2022 was $25 billion. And our
outlook for 2023 is to maintain the $23 billion to $27 billion range, absorbing inflation.” (Shell PC
Q4 2022 Earnings Call, 2/2/2023)

Shell executives bragged they were actually making more money while producing less
than the last time oil prices were at current levels

Shell reported earnings of $40 billion for 2022, $17 billion more than when oil prices were at a
similar level in 2014. “Sinead Gorman - CFO & Director: These strong quarterly results helped us
to achieve our highest ever full-year results, with adjusted earnings of some $40 billion, more
than double those of last year and around $17 billion higher than in 2014 when Brent prices were
similar. We delivered a full-year cash flow from operations of over $68 billion. And our organic
free cash flow was around $48 billion.” (Shell PC Q4 2022 Earnings Call, 2/2/2023)

34

https://www.fool.com/earnings/call-transcripts/2022/07/29/shell-plc-shel-q2-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2022/07/29/shell-plc-shel-q2-2022-earnings-call-transcript/
https://seekingalpha.com/article/4574774-shell-plc-shel-q4-2022-earnings-call-transcript
https://seekingalpha.com/article/4574774-shell-plc-shel-q4-2022-earnings-call-transcript


Shell’s CEO: “ we had in 2022, 7% less production than we had in 2014, yet we're able to
deliver some 80-plus percent free cash flow and 70-plus percent earnings.” “Wael Sawan -
CEO and Director: On the -- on where we are with Upstream. Having had the privilege of being
with Sinead in the Upstream business at the time when we set these targets, we have indeed
moved very fast on being able to monetize the parts of the portfolio that we felt did not fit into the
broader core of what we wanted in the Upstream. And just as a reminder, we've done a lot of
work in the Upstream over the past several years to fundamentally high-grade the quality of that
asset base. I referenced earlier in the morning, the fact that in 2014, at the similar Brent price, we
were delivering -- we had in 2022, 7% less production than we had in 2014, yet we're able to
deliver some 80-plus percent free cash flow and 70-plus percent earnings. And therefore, the
quality of the Upstream has significantly improved as a result of this focus on value over volume.”
(Shell PC Q4 2022 Earnings Call, 2/2/2023)

Shell executives stressed they would only invest in green energy if it was “profitable”
with “double-digit returns”

Shell’s CFO said further investment in green energy “will depend, of course, on the returns
that we see as those come through, and that will continue to be the case.” “Sinead Gorman -
CFO & Director: But in terms of the -- are we dialing back or any of that side of things, you can
see from our capital investment, we have a very healthy budget within the side of things with
respect to renewables, in respect to green. But it will depend, of course, on the returns that we
see as those come through, and that will continue to be the case. At the moment, we're seeing
good opportunities, Nature Energy being a great one where, of course, it's just a logic where it
fits through. We're good at molecules. We're able to move those to different locations. And of
course, having the sort of business that we have with a number of customers to be able to
decarbonize them, it's a very clear logic as well.” (Shell PC Q4 2022 Earnings Call, 2/2/2023)

Shell’s CEO: “If we cannot achieve double-digit returns in a business, we need to question
very hard whether we should continue in that business. Absolutely, we want to continue to go
for lower and lower and lower carbon, but it has to be profitable.” “Wael Sawan - CEO and
Director: I think on low carbon, let me be, I think, categorical in this. We will drive for strong
returns in any business we go into. We cannot justify going for a low return. Our shareholders
deserve to see us going after strong returns. If we cannot achieve double-digit returns in a
business, we need to question very hard whether we should continue in that business.
Absolutely, we want to continue to go for lower and lower and lower carbon, but it has to be
profitable.” (Shell PC Q4 2022 Earnings Call, 2/2/2023)

VALERO

Valero’s CEO said their margins were boosted by “refinery capacity rationalization” and the
Russia-Ukraine conflict limiting supply. “Joseph Gorder - CEO: Refining margins in the second
quarter were supported by continued strength in product demand, coupled with low product
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inventories and continued energy cost advantage for U.S. refineries compared to global
competitors. Product supply is constrained as a result of significant refinery capacity
rationalization that was triggered by the COVID-19 pandemic, driving the shutdown of marginal
refineries and the conversion of several refineries to produce low carbon fuels. In addition, the
Russia, Ukraine conflict intensified the supply tightness with less Russian products in the global
market. However, product demand has been strong due to the summer driving season, and
pent-up demand for travel.” (Valero Q2 2022 Earnings Call, 7/28/2022)

Valero told analysts, “there’s really no indication of any demand destruction.” “Gary Simmons -
Senior Key Executive: Manav, this is Gary. I can tell you through our wholesale channel, there's
really no indication of any demand destruction. In June, we actually set barrels a day in the month
of June, which surpassed our previous record in August of '18 where we did 904,000 barrels a
day. We read a lot about demand destruction mobility data showing in that range of 3% to 5%
demand destruction. Again, we're not seeing it in our system. We did see a bit of a lull in the first
couple of weeks of July, but our 7-day averages now are back to kind of that June level, with
gasoline at pre-pandemic levels and diesel continuing to trend above pre-pandemic levels.”
(Valero Q2 2022 Earnings Call, 7/28/2022)

Valero’s CEO predicted “ the margin environment is going to be higher for some time… well
above what we would consider to be a traditional mid-cycle,” suggesting it would lead to more
dividends and buybacks. “Joseph Gorder - CEO: Yes. And, Roger, I agree completely with what
Jason said. I mean we want to go ahead and get things cleaned up and get this balance sheet
absolutely bulletproofed and carrying a bit more cash is something that makes a lot of sense to
do. You'd like to have your maintenance and turnaround CapEx covered with cash on hand, the
dividend covered with cash on hand. And then we'll see where we go. But anyway, I think for
now, we're on the right course. And as Gary has stated, it looks like the margin environment is
going to be higher for some time. It certainly is today, not what we experienced in the second
quarter, but certainly, well above what we would consider to be a traditional mid-cycle. And if we
continue to build cash, we'll continue to honor the payout, and it will probably move from the
lower end to the higher end.” (Valero Q2 2022 Earnings Call, 7/28/2022)

Valero’s Chief Legal Officer said of the Inflation Reduction Act “there are some things in there
that are helpful to our business,”, particularly the SAF tax credit.“Richard Walsh - Chief Legal
Officer: Yes. This is Rich Walsh. I mean, we just saw the bill came out late last night, 700 pages,
we're looking through it. I mean, there are some things in there that are helpful to our business.
The tax credit, obviously, we're just talking about. There's also a SAF tax credit in there as well
that we'll be looking at. And there's other things, too, we're trying to sort through. So I think it was
a surprise to everybody that came out that quick. I don't think we really ever thought that the
blenders tax credit was going to be -- (inaudible) credit would be a problem we thought it would
end up on one of these bills before the end of the year. But it's always good to see it looking
stronger and on the forefront.” (Valero Q2 2022 Earnings Call, 7/28/2022)
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