
Environmental, Social & Governance



What is ESG?
q Was once known            

as “Divestment”

q Goal is to put publicly 
traded hydrocarbon 
companies out of 
business

q It’s working: O&G 
Investments have 
declined 50% 
since 2011



“E” is the Real Focus

• ”E” amounts to 
“sustainability” reporting 
and trending toward “net 
zero” emissions



HUGE Impact on Publicly Traded Companies

Ø ESG ratings are very 
erratic from rating firm to 
rating firm – goalposts 
are always moving



Sanford Bernstein 
LLC estimates 
OPEC spare 
capacity will be 
exhausted by the 
end of 2022

State-Owned Giants Lack Investment, Too



Positives

Potential Impacts on Small Private Companies

§ Investment and 
access to credit is 
not a concern

§ Don’t have to 
answer to activist 
investors

§ Insurance 
coverage a 
concern

Negatives
§ Private shale companies expected to raise capital spending 

as much as 42%, compared to 21% increase from public 
companies, which will not necessarily spend on new 
production

— Evercore ISI Study



Bottom Line: Reality Trumps Rhetoric

  
“The truth, as unpalatable as it 

is for many in the green  
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Global Oil Demand Outlook

q Oil demand is rising sharply

q ESG is driving up oil prices 
by neutering the western 
public majors

q Equates to competitive advantage for the 
state-controlled international companies and private 
western companies



§ Overall energy 
demand +50%

§ 25% More Oil

§ 30% More Natural 
Gas

Reality: Petroleum Use Will Increase Through 2050



Reality: ‘Net Zero’ Still Means 70 MBPD



Current 
Investment 
Trends Will Not 
Facilitate This 
Level of 
Needed New 
Production

‘Net Zero’ Still Means 4.5 MBD New Oil Needed



Reality: Renewables Supplement Rather than Replace



ESG: Fad or the New Normal?

in 2020

“We will continue to invest in and 
support fossil fuel companies, including 

Texas fossil fuel companies.”

Chairman and CEO Larry Fink assessed last year the 
economy is on the brink of “a fundamental reshaping of 

finance” and pushed companies in his 2021 annual letter to 
CEOs “to disclose a plan for how their business model will be 

compatible with a net-zero economy.”

in 2022



ESG: Fad or the New Normal?

o The Financial Times recently reported that an ESG exchange-
traded fund backed by the United Nations itself was about 
to fold. The reason: lack of investments.

o Financial Times also reports the 10 biggest actively managed                              
ESG funds fell on average by 9.2% in January



How Should Small Companies Respond?

Focus on “Social” Aspect of ESG
Ø Highlight ”E” aspect if you can, but also good idea to focus on the 

benefits of oil and gas — the “social” aspect
Ø Always a great idea to emphasize good community work and good 

deeds in general. That’s why media outreach and social media are 
components of ESG

Ø IPRB can enhance these aspects of an ESG program

Ø EOR may be an “E” opportunity to highlight in the future as high oil 
prices make carbon capture and sequestration more economically 
viable

What About “E”?



General Philosophy in the ESG Age

  “As long as the world demands oil and gas, 
we will do our best to meet that 

demand responsibility, economically and 
sustainably.”

Doug Sheridan,  
Managing Director & Founder at EnergyPoint Research


