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March 7, 2022 
 
Welcome to the TortoiseEcofin QuickTake podcast. Thank you for joining us as we provide timely updates on the 
market. 
 
Hello, I am Matt Sallee, President of Tortoise. 
 
Russia again dominated the news flow with disturbing developments and images of the impact of the war on Ukrainian 
civilians.  Related to this, energy prices continued to escalate last week leading the IEA (International Energy Agency) to 
announce a coordinated 60M barrel release with half coming from the US and the balance from IEA members in Europe and 
Asia.  This is a big headline but the impact, if any, is likely to be temporary as it only moves barrels from one place to another 
and the bigger risk for Europe, in particular, is the natural gas supply where prices are much more elevated, ranging between 
$200-400 per barrel equivalent in recent days. 
 
Last week, industry conferences were hosted by both Credit Suisse and Morgan Stanley and the first big point is they were 
held in person!  In terms of the key themes with the invasion of Ukraine and its impact on Europe’s energy supply, a key 
focus was the value of secure domestic based energy although companies remain hesitant to increase investment due to a 
combination of incredibly high cost of capital and an uncertain regulatory environment.  Further, a lot of discussion focused 
on how we can expand our supply of energy to the rest of the World.  Unfortunately, there isn’t a significant impact that can 
be made in the short term given existing export terminals are running near capacity but perhaps this will serve as a wakeup 
call that the challenges building new infrastructure have gotten completely out of hand and it’s time to consider the global 
geopolitical ramifications to stifling development of US energy.  We have gotten some recent evidence of production growth 
within the US, specifically the Permian, to offset a lack of supply elsewhere across the globe.   For example, during 
Chevron’s (CVX) analyst day they guided to a companywide production CAGR of only 3% over the next 5 years; however, 
they plan to double their Permian basin production by 2030.  Exxon (XOM) also hosted an analyst day last week and they 
too emphasized new production out of the Permian with 70% growth in the area over the next 5 years while at the same time 
pulling out of their Russian investments.   
 
Sticking with these two companies, in addition to new US supply, both reinforced a couple other key themes we’ve been 
pushing including increased returns to equity owners and investments in renewable fuels.  On the first point, Chevron 
increased their buyback guidance from $4B previously to $7.5B per year.  Meanwhile, Exxon also recently instituted a $10B 
equity repurchase program.  We applaud both companies and, generally speaking, we believe equity repurchases are the #1 
way for energy (including midstream) companies to increase their equity market return.   
 
Regarding renewable fuels, 3 key points to hit: 
 

• Monday, Chevron announced an agreement to purchase Renewable Energy Group, one of the largest biodiesel 
producers in the US for $3B in cash.  This supports Chevron’s broader plan of producing 100,000 bpd of renewable 
liquids like diesel.  To put this in perspective current total renewable diesel capacity is 50,000 bpd in the US 
according to the EIA (Energy Information Administration).    

• Next Exxon announced a $15B capital plan devoted to biofuels, carbon capture, hydrogen and the like.   
• Lastly, Marathon and Neste (not the chocolate company) are forming a joint venture (JV) for the conversion of the 

existing Martinez, CA refinery to produce renewable diesel.  Honestly, I was pretty surprised to see that Marathon 
wants to partner on the existing conversion project of their refinery but along with putting in $1B in cash, Neste 
brings extensive renewable diesel expertise and feedstock sourcing capabilities which are increasingly important as 
the US ramps supply of these fuels.  The bottom line is renewable fuels are small in the overall market today, but the 
growth has potential to be extraordinary 

 
I’ll finish up on the midstream front.  In a transaction valued at $11.4B Pembina and KKR will form a joint venture combining 
their Western Canada processing businesses and the joint venture simultaneously to acquire Energy Transfer’s processing 
asset in the region.  This transaction has several positive aspects, in my view. 

• It demonstrates the industry rationalizing assets to increase capital and operating efficiency 
• Pembina will receive $700M in proceeds to be used for debt reduction and a $150M share repurchase 

o This is incremental to the existing $200M planned repurchase for this year 
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• An estimated 7% accretion to Pembina leading to an incremental 3.6% increase in their dividend 
• And a 10.7x sale multiple to ET a roughly 3 turn premium based off our model.   

For a company like Energy Transfer whose shares are down 46% over the last 5 years underperforming the midstream 
market by about 8%, per year, the way to fix your problem is sell assets at significant premium to your market price and buy 
back stock. I’ll finish up on that thought.  Thanks for listening. 
 
Thank you for joining us. And stay tuned for our next episode. Have topics you want covered or other feedback to 
share? Write us at info@tortoiseecofin.com. 
 
The S&P 500® Index is a market-value weighted index of equity securities. 

The Alerian Midstream Energy Index® is a broad-based composite of North American energy infrastructure. The capped, 
float-adjusted, capitalization-weighted index, whose constituents earn the majority of their cash flow from midstream 
activities involving energy commodities, is disseminated real-time on a price-return basas (AMNA) and on a total-return 
basis (AMNAX). 
 
Broad Energy = The S&P Energy Select Sector® Index is a capitalization-weighted index of S&P 500® Index companies 
in the energy sector involved in the development or production of energy products. 
 
Producers = Tortoise North American Oil & Gas Producers IndexSM 
The Tortoise North American Oil & Gas Producers IndexSM is a float-adjusted, capitalization weighted index of North 
American energy companies primarily engaged in the production of crude oil, condensate, natural gas or natural gas liquids 
(NGLs). The index includes exploration and production companies structured as corporations, limited liability companies and 
master limited partnerships but excludes United States royalty trusts. 
 
MLPs = The Tortoise MLP Index® is a float-adjusted, capitalization weighted index of energy master limited partnerships 
(MLPs). The index is comprised of publicly traded companies organized in the form of limited partnerships or limited liability 
companies engaged in transportation, production, processing and/or storage of energy commodities. 
 
The indices are the exclusive property of TIS Advisors, which has contracted with S&P Opco, LLC (a subsidiary of S&P Dow 
Jones Indices LLC) (“S&P Dow Jones Indices”) to calculate and maintain the Tortoise MLP Index®, Tortoise North American 
Pipeline IndexSM and Tortoise North American Oil and Gas Producers IndexSM (each an “Index”). S&P® is a registered 
trademark of Standard & Poor’s Financial Services LLC (“SPFS”); Dow Jones® is a registered trademark of Dow Jones 
Trademark Holdings LLC (“Dow Jones”); and, these trademarks have been licensed to S&P Dow Jones Indices. “Calculated 
by S&P Dow Jones Indices” and its related stylized mark(s) have been licensed for use by TIS Advisors and its affiliates. 
Neither S&P Dow Jones Indices, SPFS, Dow Jones nor any of their affiliates sponsor and promote the Index and none shall 
be liable for any errors or omissions in calculating the Index. 
 
Disclaimer: Nothing contained in this communication constitutes tax, legal, or investment advice. Investors must consult 
their tax advisor or legal counsel for advice and information concerning their particular situation. This podcast contains 
certain statements that may include “forward-looking statements.” All statements, other than statements of historical fact, 
included herein are “forward-looking statements.” Although we believe that the expectations reflected in these forward-
looking statements are reasonable, they do involve assumptions, risks and uncertainties, and these expectations may prove 
to be incorrect. Actual events could differ materially from those anticipated in these forward-looking statements as a result of 
a variety of factors. You should not place undue reliance on these forward-looking statements. This podcast reflects our 
views and opinions as of the date herein, which are subject to change at any time based on market and other conditions. We 
disclaim any responsibility to update these views. These views should not be relied on as investment advice or an indication 
of trading intention. Discussion or analysis of any specific company-related news or investment sectors are meant primarily 
as a result of recent newsworthy events surrounding those companies or by way of providing updates on certain sectors of 
the market. Through our family of registered investment advisers, we provide investment advice to related funds and others 
that includes investment into those sectors or companies discussed in these podcasts. As a result, we stand to beneficially 
profit from any rise in value from many of the companies mentioned herein including companies within the investment 
sectors broadly discussed.  


