THE ENERGY SUMMIT
at The HOUSTON Club

OIL AND GAS
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A LOAD OF PAPERWORK: Isabel Plume piles up an applica�on for a permit to drill that Paul Bulmahn,
chief execu�ve oﬃcer of ATP Oil & Gas Corp., said he recently submi�ed to federal regulators - 3,000
pages. He spoke Wednesday at the Energy Summit.

BULLS AND BEARS
2 conﬂicting viewpoints
are presented on the
global boom for shale
drilling
By SIMONE SEBASTIAN
HOUSTON CHRONICLE

E

nergy players sparred Wednesday
over whether the global boom in
shale drilling is heading for a bust.
While one consultant compared the
shale gas market to the fever of the 19thcentury California gold rush, a technology
manager for Halliburton dismissed the
skeptical outlook.
Speakers presented the competing
views at the Energy Summit, an initiative

by The Houston Club downtown for its oil
and gas membership. The summit, which
the club plans to make an annual event,
continues today with scheduled speakers
including former Alaska Gov. Steve
Cowper.
Wednesday’s topics ranged from
securing federal offshore drilling permits
to the burdens this year’s natural disasters
have put on insurance companies.
But is was the outlook for shale drilling
that took center stage, with one speaker
suggesting that the growing market could
be heading for a correction.
Not everyone was convinced.
“They’ve been speaking to that
correction for a few years now,” said
Stephen Ingram, technology manager for
oil ﬁeld services giant Halliburton. He laid
out the company’s plans for technological
advancements he said will dramatically
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improve the efﬁciency of the
extraction process called hydraulic
fracturing and better meet the
demand for expansion of shale gas
drilling.
“We’re pretty bullish on the
market. That’s why we’re investing
$3 billion this year,” Ingram said.
But Neal Anderson, global head
of consulting for the research ﬁrm
Wood Mackenzie, said the market
for shale gas, in particular, has
“gotten a little overheated.”
He noted that booming merger
and acquisition activity has been
out of sync with falling natural gas
prices, and said equity analysis until
recently focused erroneously on the
volume of gas production, rather
than the value.
“They’re starting to wake up
that a lot of companies are just
simply churning cash here. And the
real winners in this are the service
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taken up by fracturing equipment
and reduce well completion time
by 25 percent, making its services
more attractive.
Another topic at the summit
was industry complaints about a
slowdown in dederal permitting for
offshore exploration after last year’s
deadly Gulf of Mexico oil spill.
Paul Bulmahn, cheif executive
ofﬁcer of ATP Oil & Gas Corp.,
presented a recent application he
submitted to federal regulators - a
stack of 3,000 pages.
“As you can see, the application
for a permit has ballooned out
of control,” he said, noting
tha thte papers piled up as the
government repeatedly requested
more information. “It was a game
to them. It was survival of my
company to me.”
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companies,” Anderson said. “I’ll
remind you of that old adage from
the California gold rush: The guys
that really made the money were the
guys selling the shovels. It looks a
little bit like that.”
Anderson said shale gas
production will moderate as the
focus moves towards its low value,
which will ultimately help natural
gas prices re-bound.
Hill Vaden, a Wood Mackenzie
upstream analyst, said another
challend is that providers of
hydraulic fracturing haven’t kept up
the rate of drilling, so many wells
drilled in 2010 aren’t producing.
While that has led some
operators to focus on oil drilling, he
said, others have begun doing their
own hydraulic fracturing rather than
relying on service companies.
But Ingram predicted
his company’s technology
improvements will reduce the land
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“I hear the Energy Summit was a success. Congrats on a job well done!”
- Carina Lewis-Hornsby, Field Marketing Manager, Oracle
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Q&A: Consultant says shale overheating
He’s among the contrarians
voicing views
The shale boom has invigorated U.S. natural
gas productin during the last decade. But
contrarians are sounding their whistles, saying
the unconventional energy source isn’t the
golden egg it seems to be.
Neal Anderson, global head of consulting for
research ﬁrm Wood Mackenzie, is among them.
He took his views last week to the Houston
Club’s Energy Summit, which the downtown
organization hopes will become an annual
event. In his presentation, Anderson argued
that the shale gas surge is quickly heading for
a turn.
The Chronicle’s Simone Sebastian spoke
with him after the presentation to drill further
into his thoughts on shale and other energy
issues. Edited excerpts:

Q
A

: You suggest that the rush to shale gas
has created a bubble. What evidence do
you see?
: Shale gas has had a real allure for people
here in North America because there’s
a perception that it’s difﬁcult to do business
internationally in upstream. When you see
what’s happening in Venezuela with (President
Hugo) Chavez and with the unrest in North
Africa and the Middle East, people then ﬁnd
the allure of coming back to North America,
where you mitigate all those risks, as being
very appealing. That’s the context behind why
people were initially attracted to it.
The other aspect of it, conventional oil and
gas, you have to explore for it. Sometimes you
ﬁnd it, sometimes you don’t. Shale gas has the
perception that there are zero ﬁnding costs,
risk. The gas is already there. That’s true to
an extent, except the real question is, can you
produce it commercially? (Wood Mackenzie’s)
analysis has shown these guys are ﬁnding it
difﬁcult to make money. Because of the current
low natural gas prices, it’s really tought to make
a return on these plays. And of all the shale gas
plays in North America, there’s only three or
four that we think are making money full cycle.
Even though the economics and the margin
have been challenging for the last year or two,
the M&A (mergers and acqusitions) market
- people buying their way into shale gas plays
- has still been very strong and very aggressive.
So there’s a disconnect, in our mind, between the
fundamentals of the moment of these plays and
what people are prepared to pay to access these
plays.

Q
A

: How will that disconnect manifest?
Will the bubble burst?
: I think there will be correction. The
investment community has been a huge
supporter of shale gas. We had equity analysts’
quotes from four or ﬁve years ago where they
were strong supporters of shale gas. They loved
the volume growth. They didn’t really care about
the value - were they making money? It was
more of a volume play than a value play. It’s
only since the start of this year that they’ve
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SKEPTICAL: Neal Anderson, global head of consul�ng at Wood Mackenzie, says of natural gas from
shale: “It’s a viable business. But we got a li�le bit head of ourselves.”

sat back and ﬁgured out who’s actually making
money. So to me that’s going to be the turning
point for that correction.
The other interesting thing is, this M&A market
has been propped up by new and different people
continually being attracted to it, and that’s
been continually feeding the market. There’s a
ﬁnite number of those companies. So because
market sentiment changed and because there’s
a ﬁnite market of those guys and because of the
duration of this downturn in gas prices, we see
a correction.
What I’m expecting to see rather than
M&A prices staying high is for them to come
down to something more sustainable. This is
a sustainable business. It’s a viable business.
But we got a little bit ahead of ourselves. It’s
become a little bit heated, and we think there’s
going to be a correction.
: Changing the subject, the price
of oil has been so volatile recently.
Where do you see it going?
: I think the reason it’s been volatile has
been a combination of things. There’s
huge political uncertainty in North Africa, the
Middle East. But there also has been some
speciulation on the oil price by ﬁnancial
investors. If you look at the guys that are
actually playing on the shadow market, those
contracts have increased exponetially.
What those guys are doing is they’re trying
to play that commodity run-up. An there was
a huge correction (this month). So yes, on the
fundamentals there is a political uncertainty
built in there, but there’s also speculative
money in the oil price.

Q
A

Q
A

: Do you foresee ventures into U.S.
exports of liqueﬁed natural gas?
: There are currently no exports of
liqueﬁed natural gas. There are some
projects planned, and I think they face a
number of hurdles, whether people allow
U.S. gas to be exported. But also, the market
fundamentals: Can they compete against
other supply sources, and are the off-takers
comfortable taking supplies from North
America? If you were an Asian LNG off-taker,
you commit to a long-term 20-year contract.
The U.S. gas market over the last 30 years has
been extremely changeable.
I’ll give you an example. We built three gas
facilities in the 1970’s then we changed gas
regulation. Then back 10 years ago, we built
more re-gas facilities in the U.S. (to turn LNG
back to gas). So this is important gas, LNG in
the U.S. Then we ﬁnd shale gas. People want
to know that it is a consistent, reliable supply.
And 20 years is a long, long time in the U.S.
gas market.
And really it comes back to the ﬁrst topic
we talked about. The reason people are looking
at LNG exports is, “What are we going tod o
with all of this gas? If we could export it, hey,
maybe we would get a better price.” If I were
an off-taker, I would wonder how long that
would last and how comfortable I was with
that.
simone.sebastian@chron.com
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Inherently Safe Operations
“Thanks again for including our new technology at your
Energy Summit. It was an enjoyable venue and a very high
quality audience.”
- Robert Lestz, Chief Technology Ofﬁcer,
Gas Frac Services

Global Boom

“It was a great pleasure mee�ng the woman behind such a
phenomenal Energy Summit! What an accomplishment. I know
how much eﬀort you put into it. Thank you for including Mr.
Bulmahn on the roster of speakers. We managed to get PR on the
front page of the Houston Chronicle Business Sec�on.”
- Isabel M. Plume, Chief Communications Ofﬁcer,
ATP Oil & Gas Corporation

Macondo

Shale Drilling

“Congratula�ons on a successful Energy Summit! I know you
put a lot of �me and eﬀort into the Summit and it certainly
showed. I am sure the Energy Summit will con�nue to grow
over the years. I also want to thank you for including me as
one of the speakers. I enjoyed par�cipa�ng and Wortham
looks forward to being one of the sponsors for the future
Energy Summits.”
- Richard M. Blades, CPCU, General Partner,
J. Wortham, L.L.C.

Offshore Exploration

“Thank you for the opportunity to present. I look forward
to helping the event grow next year, just help me get the
event on the calendar and I’ll be there!”
- Stephen R. Ingram, Technology
Manager; HALLIBURTON

“Thank you for everything. You put together a truly outstanding 1st Annual Energy Summit at the HOUSTON Club. And it was
great to read all the press that the event received . . . I look forward to working with you on an even more successful summit
next year!”
- Robert T. Dowlearn, Vice President, KnowledgeOps

North America

