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“Our industry is driving the future,” Regina
Mayor said as she opened the 16th annual
KPMG Global Energy Conference. “But at the
same time, we’re at a nexus of converging
forces. We have geopolitical risk and uncertainty
that continues to build. We have rapidly
accelerating technology development. And we
have a cultural shift with the demographic
changes that we’re facing. We will address all of
these trends on our stage this year.”
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Introduction
As energy industry leaders, we have to
make sense of conflicting signals.

Geopolitics. Trade. Regulation. Technology. The global economy.
Commodity prices. Climate. All of these are in constant flux.
How do we thrive in this unpredictable world? We designed the
17th annual KPMG Global Energy Conference around this very
question.
More than 700 of you braved the heavy rains in Houston on
June 5, 2019 to join us for a full day of keynote addresses and
breakout sessions that discussed how to manage through the intense
highs and lows of the incredibly complex and constantly changing
energy landscape.
In our industry, unpredictability manifests itself most clearly in
commodity prices.
What a year it has been. In the 12 months between the 2018 and
2019 GEC conferences, WTI closing prices went on a wild ride,
including a high of $77 per barrel on June 27 and a low of $44 on
December 27. It was enough to give you whiplash.

Regina Mayor
Global Sector Head and
U.S. National Sector
Leader for Energy and
Natural Resources,
KPMG U.S.

Of course, we can’t predict where WTI will go next, and yet, we
always ask our GEC audience to do just that. This year, 44 percent of
those polled said they think WTI will end 2019 between $50 and $59
per barrel, while another 35 percent said they expect between $60
and $69.
Perhaps our prognostications will be more accurate than last year,
when 75 percent expected WTI to close out 2018 at $60 per barrel
or higher. Not a single one of us saw WTI below $50. As I’ve said
before, we cannot give up our day jobs.
Geopolitics continue to impact overall business sentiment and
the global economy.
Brexit is unresolved. More governments are facing sanctions, with
new measures against eight countries, including Iran and Venezuela,
since last year’s GEC alone. And U.S. tariff and trade policy activity
has ramped up, with the White House making frequent and often
unexpected changes.
Speaking of government unpredictability, by the start of this
year’s GEC, 49 people had left the administration. The uncertainty
in Washington is likely to get worse before it gets better as we
approach a 2020 presidential election featuring one party that had
more than 20 potential candidates as of mid-2019, and another led by
an incumbent who himself is unpredictable.
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Technology continues to disrupt the energy industry, and in particular, data’s potential is
enormous. So is the risk.
Seventeen billion connected devices today are projected to grow to 27 billion by 2021—that’s a
compound annual growth rate of 25 percent. And those devices will generate 175 zettabytes of data
annually by 2023. One zettabyte equals one trillion gigabytes. (By comparison, that iPhone on your
desk has maybe 128 gigs.)
There’s so much we can accomplish leveraging data, from predictive analytics to back-office
efficiencies to customer personalization. But we have a lot of work to do to secure all of it from
bad actors.
Business leaders are optimistic about the near future for their own companies, yet less so
about the world at large.
A whopping 94 percent of top business executives said they believe their own companies are on
a growth trajectory, according to KPMG’s annual global CEO survey. But only 62 percent feel the
same about the global economy.
The top five risks identified by executives didn’t change much over a year, including emerging and
disruptive technologies, the return to territorialism, and cyber and operational risk. However, one
vaulted from number four to number one: climate risk.
So how do we cut through the noise? How do we more than just survive—how do we thrive
in this unpredictable world?
At the 2019 GEC, we covered a lot of ground to help us think about the answer.
Our first presentations and panel on the economy and geopolitics set the table for breakout sessions
where we discussed a host of questions: What do we do in this tariff and sanction environment?
What is the future of finance? Is blockchain real or is it hype? What does sustainability look like for
an energy company today? What are the global LNG trade flows going to be? And what’s next for
grid storage and batteries?
We also heard from Leonard Brody, a digital entrepreneur who described how legacy companies
can fail during great moments of change because their executives make decisions based on false
historical bias—they don’t know what they don’t know—instead of reimagining their businesses for
the future.
But perhaps the most talked-about feature of this year’s GEC was our fireside chat with the one and
only Rex Tillerson. He was a challenging fish to catch, so we couldn’t have been more thrilled when
the former Chairman and CEO of ExxonMobil and the 69th U.S. Secretary of State finally said yes to
our invitation.
I am still digesting everything Secretary Tillerson told us about his background, our industry, and
our country. He was genuine and humble, and I know the audience was as touched by many of his
words as I was.
For those of you who joined us this year, thank you for taking time out of your busy schedules to
spend the day with us. I hope you learned as much from us as we did from you.
And for those who were unable to make it, we already have the next Global Energy Conference
in the works. Mark your calendars now for Wednesday May 20, 2020. We look forward to seeing
you there.
Until then, please enjoy this summary of discussions from our event. May it help spark ideas for how
to chart your own path for thriving in an unpredictable world.
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General session

Future trends in
geopolitics and
the economy
Economic outlook with Constance L.
Hunter, Chief Economist, KPMG (U.S.)
Slower growth in developed countries and a possible
U.S. recession are risks on the horizon that could impact
energy demand. But another risk, climate change,
threatens the entire global economy.
A divergence between advanced and emerging economies
A rosy World Bank forecast for global GDP growth of approximately 3.6
percent over the next five years belies the fact that there is divergence
between the growth outlooks for developed and emerging economies.
Hunter took a tour through the highest-energy-consuming economies,
starting with China.

Constance L. Hunter
Chief Economist,
KPMG in the U.S.

According to the country’s official estimates, GDP grew in 2018 by
about 6.5 percent. However, that rate will slow due to demographic
issues, particularly a decline in the working age population. Additionally,
China’s nonfinancial corporate debt is more than 165 percent of GDP,
and the country is grappling with the effects of the ongoing U.S. trade
war and political and ideological differences that are proving difficult
to resolve.
The United States enjoyed “a banner year of growth” in 2018 but is
forecast to return to potential output and give back fiscal stimulus in
2019, she said. Japan is worse off, still figuring out how to overcome
demographic challenges after three and a half decades and facing a
very low growth pace.
“The bright spot in all of this is India, where structural reforms are
still hoping to give a boost to GDP, and the demographic picture is
extremely favorable,” Hunter said. Still, India represents only 3 percent
of global energy consumption.
Russia looks very similar to Japan, with its own demographic and
structural challenges in the government and economy. Finally, while
growth in Europe in 2019 is not expected to be robust, the hope is that
it is trending upward.
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Signs of a U.S. recession
A U.S. recession is likely on the way sometime in late 2019 or
mid-2020 as the pace of jobs growth slows and the economy is more
vulnerable to external shocks.
Historically, the best indicator of a potential recession is the yield
curve—in particular, the difference between the 10-year and 3-month
yields, which has correctly indicated a recession over the past 50 years.
“It’s a clue about what the bond market is thinking with regard to the
economy,” Hunter said.
It also offers a window into liquidity conditions, because banks borrow
at the short end of the curve and lend at the long end, she said. “This
obviously reverberates throughout the entire economy—and what we
see now is an inverted yield curve.”
Models do not determine a recession on their own, they need to be
shocked—the yield curve indicator provides the impetus to shock the
model regarding a potential recession. Shocking the economic model is
is akin to pulling a block from a Jenga tower, Hunter said.

It’s really up to
all of us in this
room to ensure
that we have not
only a thriving
energy industry,
but a thriving
global economy.
—Constance L. Hunter
Chief Economist,
KPMG U.S.

“If you pull out that one shock, the economy is probably not going to
collapse. If you pull out two or three or maybe four blocks, it will be
enough to cause the economy to collapse, metaphorically speaking.”
One of those blocks right now is the U.S. housing market, which saw
negative residential investment in five quarters through June 2019.
Another is high levels of corporate debt, especially in China.
“As we pull out those blocks from the Jenga tower, it’s wobbling but
it’s not collapsing,” Hunter said. But, she added, “when we layer on a
trade war, that is probably enough for this Jenga tower to collapse.”

(From left to right) Constance Hunter , Chief Economist, KPMG in the U.S., Vicky Bailey,
Founder, Anderson Stratton International, LLC; Non-Executive Director Cheniere Energy,
Inc., Equitrans Midstream Corporation, PNM Resources, Inc.; Chairman of the Board of
the United States Energy Association (USEA). Robert “RJ” Johnston, Managing Director,
Global Energy & Natural Resources & Executive Advisor, Eurasia Group. Melody Meyer,
Non-Executive Director BP, AbbVie, NOV; President—Melody Meyer Energy LLC;
President—Women with Energy LLC. Regina Mayor, Global and U.S. Sector Leader for
Energy and Natural Resources, KPMG in the U.S.
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The “Gray Rhino”: Climate risk
The term Gray Rhino, coined in a 2016 book by Michele Wucker, is a
risk that—unlike a black swan—we actually can see coming and still
don’t do enough to mitigate, Hunter explained. Why?
“Human beings tend to discount things that they don’t fully
understand or feel are too complex,” she said. “Even though they’re
seeing it on the horizon, it can be discounted because getting to the
bottom of it is too difficult.”
The gray rhino coming toward the energy industry is climate risk, and
it has three main components.
The first risk is from shareholders as there is a growing focus
on investments based on environmental, social, and corporate
governance (ESG) investing. The second risk is from other industries,
where an increasing number of S&P 500 companies have cited
climate risk as a material risk to their bottom line. And the third relates
to governments, as regulators and central banks begin to consider
climate risk as they pursue their mandates.
Since 2006, the number of companies that view climate risk as
material has risen significantly, “and utilities and energy companies,
not surprisingly, lead the way in this,” Hunter said.
However, there’s still concern that global CO2 emissions won’t remain
at forecasted levels. Much of the world’s energy consumption is by
China, India, Russia, and others unlikely to significantly lower their
CO2 output, as coal is a major source of their electricity.
Economies face physical risks and damage from both extreme
weather events and more gradual global warming. These risks can
come in the form of unanticipated shocks to supply and demand as
well as impacts on growth and productivity.
But there’s also risk in making the energy transition, Hunter added.
“If companies are taking capital, and diverting it from things like
medical research, artificial intelligence research, or other types of
R&D expenditure and putting it towards things like carbon capture….
economists view this overall as actually a drag on GDP. And
it’s expensive.”
Meanwhile, the cost of doing nothing is also perceived as high, Hunter
said. According to analysis she shared, a two-degree increase in global
temperature could shave two percentage points off of global GDP. “In
a world that’s only growing at 3.6 percent, that is pretty significant.”
From increased energy efficiencies, renewables, and fuel switching
to carbon capture, there are many opportunities to help keep average
global temperature steady if we ensure resources are available,
Hunter concluded.
“When we think about how we deal with this gray rhino, how do
we make it recede into the distance? It’s really up to all of us in this
room to ensure that we have not only a thriving energy industry, but a
thriving global economy.”
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Geopolitics and global energy
markets with Robert J. Johnston
Executive Advisor, Managing Director,
Global Energy & Natural Resources,
Eurasia Group

General session

The oil and gas industry is facing three broad risk
categories this year: challenges to global growth;
“geotechnology,” the combination of geopolitics and
technology at the center of the U.S.-China conflict; and
regional hotspots with traditional country risks.
Multifaceted conflict between the U.S. and China
We are now operating in a G-Zero world characterized by nationalism,
fragmentation, protectionism, and populism, Johnston said, and this
is contributing to risk impacting oil and gas demand.
Moreover, we’re unlikely to swing back anytime soon. The sentiments
embodied in Trump’s America First agenda are shared globally by other
leaders, including Putin, Kim, and MBS, who are all part of what Johnston
referred to somewhat jokingly as the “coalition of the unwilling.”
Looking to China as a key contributor to global growth, the country’s
oil demand essentially tripled in the 20 years since it joined the World
Trade Organization but can’t continue at that pace, Johnston said.
Meanwhile, there’s less than a 50 percent chance China and the U.S.
reach a deal on tariffs, with a greater likelihood for a tariff increase by
the end of the year.
But tariffs are only one part of a larger set of tensions between the
U.S. and China around technology and national security.
The U.S. refusal to allow Huawei to compete here is “almost a
declaration of economic warfare,” to the Chinese, Johnston said.
Meanwhile, the Made in China 2025 plan to push Chinese industry
and technology and its protectionist policies have “a very strong
energy flavor,” impacting aerospace, maritime equipment, electric
vehicles, renewables, the battery supply chain, and more.

Robert J. Johnston

Managing Director,
Global Energy & Natural
Resources & Executive
Advisor, Eurasia Group

“China wants to be the Detroit of the 21st century. They want to
be the leader in clean energy technology,” Johnston said. “This is a
national security goal…. They want to reduce their dependence on
unstable suppliers of oil and gas.”
China’s actions have had little impact on oil, he added. Rather, the
risks are being countered by bullish geopolitical signals that include
the Persian Gulf turmoil, Libyan conflict, the Venezuelan crisis, and
OPEC production cuts.
Escalating tensions in the Middle East and uncertainty
in Venezuela
Regarding strained relations among the U.S., Iran, and Saudi Arabia,
Johnston referred to this risk as a “red herring” for now. “There’s
going to be a lot of noise, there’ll be a lot of tension, but not
necessarily a dramatic change in the outlook.”
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We just don’t
think that the
politics around
the world,
especially in
developed
countries, show
any meaningful
sign of real action
that would get
us to more rapid
decarbonization
scenarios, where
some of those
long cycle oil
assets might
really be stranded.
—Robert J. Johnston
Executive Advisor,
Managing Director,
Global Energy & Natural
Resources, Eurasia Group

However, there’s always the chance something more dangerous
could arise, he said.
“You have hard-liners on both sides that are pushing confrontation,
and the voices of moderation are getting pushed to the margin. So in
the cycle of escalation, you could have an accident and miscalculation
that leads to bigger conflict.”
The oil market is not pricing this in at all, Johnston said, despite a
20–30 percent chance of a more serious conflict in the region.
“All eyes are on China, on U.S. shale production, on rising inventories.
And I think we should be more focused on this.”
In Venezuela, as of June 2019 President Nicolás Maduro looked to be
hanging on, but odds were in favor of a negotiated exit by year-end,
Johnston said.
Until then, there’s more downside for Venezuela’s crude exports, and
it’s unclear where the country is headed. Despite a global corporate
presence and a history of healthy oil exports, Johnston said he thinks
it will take a long time to get production going again.
“I’m not sure if Venezuela is going to make the list of desired
investment destinations, given the lower oil prices and competition
from U.S. shale, and uncertainties with what comes after Maduro.”
Meanwhile, “tier two” political risks from countries like Libya, Iraq,
Nigeria, and Russia may also hold some surprises.
An uneven recovery in global upstream spending
Global upstream oil and gas investment looks to have bottomed out
in 2016 and is recovering modestly, according to the IEA. Traditional
conventional projects, such as deepwater drilling, are not playing as
big a role, Johnston said. Rather, the investment is going into U.S.
shale, LNG, and renewables.
But that investment is not enough to meet IEA forecasted supply
demands as high as 10 million bpd by 2026. He added that his firm
is working with clients looking more closely at Brazil, Canada, Ghana,
the UAE and Iraq.
“We’re going to need other sources of new upstream supply. And
right now there’s not enough happening in these markets to keep
supply coming in a timely enough manner.”
Investors in short-cycle assets like shale need not worry as much, but
those investing in deep water or locating new oil sands should take
note. Unfortunately, long-term oil demand forecasts vary widely as
they try to take climate change action into account, Johnston said.
“Quite simply, we just don’t think that the politics around the world,
especially in developed countries, show any meaningful sign of real
action that would get us to more rapid decarbonization scenarios,
where some of those long cycle oil assets might really be stranded,”
he said.
Instead, ESG investors may step into the void and apply more
significant pressure. Assets tied to climate have grown quickly in 10
years to $3 trillion from almost zero.
“In terms of decarbonization, I think investors are looking for clear
policy signals and when they can’t find them, they’re starting to take
matters into their own hands through impact investing.”
© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms
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Panel exploration of energy
industry disruptors

General session

Industry veterans Melody Meyer, President of Melody
Meyer Energy LLC, and Vicky Bailey, founder of Anderson
Stratton International LLC, joined Hunter and Johnston
on stage to talk about how companies can make sense
of the geopolitical and economic uncertainty they
outlined earlier. Regina Mayor, KPMG Global and U.S.
Sector Leader for Energy and Natural Resources, led
the discussion.
Strategies for managing through change
“We react to change with technology innovation,” said Meyer, a
37-year veteran of Chevron who now serves on the boards of British
Petroleum and National Oilwell Varco, among others. “We’re no longer
the traditional oil and gas industry. We are advancing this energy
transition at a pace much faster than we ever have before.”
The acceleration is due to government policies supporting green
energy, rapidly developing technology, and societal preferences
for lower carbon emissions, Meyer said. She described some of
the successful strategies the oil and gas industry is pursuing in this
changing environment.
First, companies are developing portfolios of both short- and long-cycle
investments to achieve balance as prices change, while working hard
to lower the investment break-even on all asset classes in order to
compete effectively in any price environment. They also are diversifying
their energy mix and providing more options for consumers, such as
smart technologies for energy efficiency and fast-charging electric
vehicle stations.
Overall, Meyer has seen oil and gas companies strike more unique
partnerships with technology-based firms in areas such as drilling and
robotics. Finally, the industry is working hard to lower carbon emissions
across their own operations.
Bailey, a corporate director and former regulator who recently
finished a term as chairman of the board of the United States
Energy Association, likened operating in the current environment to
whitewater rafting.

Melody Meyer

Non-Executive Director
BP, AbbVie, NOV;
President—Melody
Meyer Energy LLC;
President—Women
with Energy LLC

“The fundamentals don’t change. When you’re in the whitewater state,
trying to stay in that raft is the same as when you were in a steady
state. You just try to do it a little harder, a little faster, a little more agile,
a little more nimble.”
The need for energy companies to serve customers and remain
competitive stays the same, therefore so must their focus on execution
with the right team, capabilities, diversity, safety, and operational
excellence, Bailey said.
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Non-Executive Director
BP, AbbVie, NOV;
President - Melody Meyer
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Among the industry’s challenges that include cyber intrusion, regulatory
change and geopolitical issues, Bailey highlighted severe weather and
the need for energy companies to be clear about what they need from
the regulators in order to harden their systems. “You need to make
your case.”
China’s impact on the global economy and the oil markets
In light of a projected U.S. recession, Hunter expressed concern
about how far the U.S. would go using tariffs as a strategy to coerce
Chinese counterparties.
“That throws a huge amount of uncertainty into the economy. But on
a practical basis, it also increases costs, disrupts supply chains, holds
back investment,” she said.
“It’s not clear that the Trump administration fully understands the
amount of leverage the Chinese have,” Johnston said, referring to the
authoritarian country’s ability to unleash massive stimulus packages to
counter U.S. actions. And President Xi does not want to appear weak.
Meanwhile, Occidental’s pending deal with Anadarko is not unusual
or a sign of things to come, but rather the result of the typical industry
effort to drive efficiencies, Meyer said.
Bailey agreed that M&A activity is nothing new, but shareholders and
activist investors are looking at deals much more closely than in the
past, and companies will need to be more disciplined.
If we stay in a $50 WTI environment, Johnston said, “I think that
will unleash more shale producers looking for capital, looking for
restructuring, looking for buyers.”

(From left to right) Constance Hunter , Chief Economist, KPMG in the U.S., Vicky Bailey,
Founder, Anderson Stratton International, LLC; Non-Executive Director Cheniere
Energy, Inc., Equitrans Midstream Corporation, PNM Resources, Inc.; Chairman of the
Board of the United States Energy Association (USEA). Robert “RJ” Johnston, Managing
Director, Global Energy & Natural Resources & Executive Advisor, Eurasia Group. Melody
Meyer, Non-Executive Director BP, AbbVie, NOV; President—Melody Meyer Energy LLC;
President—Women with Energy LLC. Regina Mayor, Global and U.S. Sector Leader for
Energy and Natural Resources, KPMG in the U.S.
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Customer demands and shareholder pressure
to decarbonize
Efforts to decarbonize have become economic decisions,
Hunter reiterated.

Final words for the energy industry
The energy sector has to better explain its role and that all
sources of energy are required to make a transition that
achieves all of our goals, Meyer suggested.

“It used to be a trade-off… that in the short term we would
get more growth by putting this problem off to the future,”
she said. “We no longer have that luxury, right? We’re
starting to see the impacts in the present day.”

“We need to get on our front foot and explain how
important this industry is to meeting society expectations on
both demand and lower emissions.”

“Climate and environment will shape energy policies
probably for our lifetime in some way or fashion,” Bailey
said, agreeing with the other panelists on the need to take
action. But motivations for the energy transition shouldn’t
be political, which can lead in some cases to impractical
goals. “Energy, to me, is bipartisan. And access to energy is
important to all of us.”
There are three ways to help meet the industry’s dual
challenge of satisfying increasing energy demands while
reducing carbon and delivering shareholder returns,
Meyer said.
The first is to apply technology to drive efficiencies at scale
across the entire value chain. The second is for companies
to share carbon emission technology, data and expertise
with one another. And the third is to more intently follow the
circular economy, recycling and reusing to minimize waste
and protect resources, such as with battery technology.
“I think much of the transformation will need to take place
behind the meter, on the consumer side,” Bailey added. “So
let’s not leave them out.”
While a number of governments have stepped away from
heavy decarbonization regulations for businesses, Johnston
said, shareholders are stepping in and applying pressure.
“You can’t go and get a bunch of new shareholders, that’s
some real muscle,” he said, adding that the partnerships
between ESG investors and environmental NGOs are
becoming significant. “And it’s not marginal, fringe investors
here. We’re talking about the biggest financial institutions in
the world… people who are controlling trillions of dollars.”

Citizen and government support for a climate change agenda
is key for any movement toward greater decarbonization,
said Johnston, who has his eye on the 2020 U.S.
presidential election.
“If we added that leadership back in along with consumerlevel action, along with ESG, along with industry technology,
then you’re getting somewhere,” he said. “Without the
political leadership, especially in the U.S., the markets
are still a little bit more hesitant because of the policy
uncertainty.”
For Bailey the effort is really about providing access to
energy in order to help reduce poverty around the world.
“That’s an important mission that you have, so take that
seriously, and resist the temptation to be to purely internally
focused.”
Finally, Hunter views the climate change agenda as all about
balancing transition risks versus physical risks, although she
suggested we will likely see more adverse climate change
effects before the balance tips in favor of a faster transition.
“If we really want to make that gray rhino move back away
from us, it is going to take all of us,” she said. “Everybody
has a part to play in this—consumers, producers, other
industries—and it is a multipronged approach.”
“I think it’s a call to action for all of us as an industry,”
Mayor said. “We power the world. We create wealth and
opportunity for those that are disadvantaged. And we have
this dual challenge of 1.3 billon people on the planet without
access to electricity and the challenge of decarbonizing as
we see carbon emissions continuing to rise. We should be
at the forefront of owning and solving that.”

Pressure also is rising as more industries report climate risk
as material, Meyer said. Boards are taking note.
“I think every company needs to step back and say, what
commitments are we prepared to make, and how are
we going to drive this differently? What are we going
to do about it? Because our shareholders are expecting
accountability in those areas.”

I think much of the
transformation will need
to take place behind the
meter, on the consumer
side. So let’s not leave
them out.
—Vicky Bailey
founder of Anderson Stratton
International LLC
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Breakout session

The future of
finance in a digitally
enabled world
As the routine aspects of the finance function become
increasingly automated, finance professionals have
responded by finding new ways to balance their two
roles: value preservation and value creation.
“Value preservation is all about processing transactions and meeting
reporting requirements,” according to Brad Stansberry, Partner,
Advisory, KPMG (U.S.), who set the stage for a lively discussion about
the impact of digital technology on the future of finance.
These activities include paying employees and vendors, filing financial
statements, preparing tax returns, and managing other tasks that keep
a business in operation. “Those are table stakes. If we don’t do that
well, we have no credibility.”

Brad Stansberry
Partner, Advisory,
KPMG in the U.S.

Now automation of those routine tasks creates the capacity that allows
finance to drive new value for the enterprise as well, Stansberry said.
This involves providing financial insights and analytics to the rest of the
business and helping leaders make better decisions.
KPMG’s guest panelists from both the oil and gas and power
and utilities sectors discussed how their own finance functions
incorporated and are now benefitting from digital enablement.
Leveraging automation to stretch resources
Cindy Gaddis, Vice President of Finance and Global Downstream
Controller at Shell Downstream, agreed with Stansberry’s assessment
on the balance.
“The core of what we do does not change. We still have to have the
controllership aspects and help preserve the license to operate for the
company,” she said. However, the finance function now wants to use
its unique skills and data processing capabilities to create more value.
One example Gaddis offered from Shell was moving finance activities
into centralized finance and data operation centers located in the U.S.
and abroad. With today’s technology, financial professionals no longer
need to be physically proximate to the business functions they serve.
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“If you’ve got scarce resources—and who doesn’t today, whether it’s
capex or opex—then you’ve got to ask, ‘Where can I best optimize that
resource?’ That’s what we’re trying to figure out.”
She added, “I’m ever hopeful that we are also going to have an
extremely energized finance function, who really loves what they’re
doing, because they know they’re generating value, either preserving it
or creating new every day... I think it’s going to be an exciting time over
the next few years.”
Transformation as a constant, not a project
Kate Sturgess, Vice President and Controller at National Grid, said
that one of the first things that she and her colleagues realized was
that transformation in a digital age is not just an initiative or temporary
project. Until then, they had been looking at pilots and only thinking
about possibilities in general terms.

We’ve really
embraced
innovation as
something that is
to be rewarded.
—Kate Sturgess
Vice President and
Controller, National Grid

“For us, we were really able to accelerate the program when we
realized that transforming what we do as a function and what we do as
a company is actually a job, and we need to allocate the right resources
to that job.”
Sturgess said that National Grid now has a dedicated team working on
transformation for finance and for the enterprise overall.

(From left to right) Cindy Gaddis, Vice President Finance and Global Downstream
Controller, Shell Downstream Inc., Kate Sturgess, Vice President and Controller,
National Grid PLC.
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“For me, the biggest change is actually from a culture
perspective, rather than technology,” she said. “The
technology is not that hard, but it’s changing all the time.
We’ve had to get comfortable with being uncomfortable,
and we’ve really embraced innovation as something that is
to be rewarded.”
To illustrate her point, Sturgess described how a 39-year
veteran of National Grid became a leader in the company’s
robotics program, building a strong technology team
by talking about the value that each person can bring
to the company.

Cindy Gaddis, Vice President Finance and Global Downstream Controller,
Shell Downstream Inc.,

Improving finance job satisfaction
Bill Currens, Senior Vice President, Controller, and Chief
Accounting Officer for Duke Energy, said he looks at
digital transformation from both a short-term and a
long-term perspective.
“Clearly, the short term is how we contain our cost
structure, how we make sure we’re being as efficient and
effective as possible.”
The long-term perspective is more focused on employees
and transforming the employee experience, he said. Initially,
employees resisted efforts at digital transformation, afraid
that they were being automated out of a job.

(From left to right) Brad Stansberry, Partner, Advisory, KPMG in the U.S.
Bill Currens, Senior Vice President, Financial Planning and Analysis,
Duke Energy Corporation.

In reality, “we wanted to transition people from doing all
the details... to analyzing the numbers, understanding them,
and developing trends that then we could communicate out
to the business and the executive team,” he said. “That
journey has been amazing to me.”

(From left to right) Brad Stansberry, Partner, Advisory, KPMG in the U.S. Bill Currens, Senior Vice President, Financial Planning and Analysis, Duke Energy
Corporation. Cindy Gaddis, Vice President Finance and Global Downstream Controller, Shell Downstream Inc. Kate Sturgess, Vice President and
Controller, National Grid PLC.
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How would you describe your organization’s approach to the Future of Finance in a digitally
enabled world?

Percent of respondents

Responses: 60

49%
Responses: 40

33%
Responses: 8

Responses: 14

7%

11%

a. Running—
been making
progress for years

b. Walking—initiated the
journey and have started
to make clear progress

c. Crawling—dipping
our toe in the water
with a few pilots

d. Fetal position—
just trying to get
through the next quarter

What technologies is your organization focused on deploying now?

Percent of respondents

Responses: 59

45%
Responses: 32

24%

Responses: 22
Responses: 5

4%
a. Enterprise
technology
(Oracle, SAP,
Workday, other)

b. Robotic Process
Automation
(Automation
Anywhere, BluePrism,
UIPath, etc.)

c. Machine learning/
Cognitive
(IBM Watson, other)
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17%

Responses: 13

10%
d. All of the
above

e. None of
the above
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Breakout session

The global LNG
journey to be
the sustainable
fuel alternative
The participants in the global LNG market continue to
grapple with supply and demand dynamics as countries
around the world look to natural gas to meet today’s
energy needs and tomorrow’s transition to renewables.
The “FID wave”
“Just about 10 years ago, who’d have thought that LNG would be
that big in the world? Now we are,” said moderator Mina Sekiguchi,
Managing Director and Head of Energy & Infrastructure at KPMG in
Japan and Head of Energy & Natural Resources for the Asia-Pacific
region.

Lance Goodwin

Vice President,
Business Development,
Freeport LNG

She noted that LNG-traded volume reached approximately 320 million
tonnes in 2018. The market used to be very limited but has grown
to 20 exporting countries and more than 40 importers. With the U.S.
shipping Henry Hub-based, destination-free LNG, the once-fragmented
market is now starting to converge. “Very exciting things are
happening in the global LNG market right now.”
One reason LNG is interesting today is the juxtaposition of project
development activity against the current market, according to Kristy
Kramer, Head of Americas Gas Research at Wood Mackenzie. Despite
a fairly long supply environment, with spot prices at relatively low
levels, we are in the midst of an “FID wave,” with a number of LNG
projects in the final investment decision stage after a drought in 2016
and 2017.
“So on the back of that, we do expect the market to tighten after
its current position, where it is now a little bit long, and that’s where
we’ve started to see momentum effectively last year,” she said.
Buyer demands and producer differentiation
At the same time, there is a lot of long-term contract activity, with
50 million tons of long-term sales and purchase agreements (SPAs)
assigned since mid-2017, led by the U.S., Kramer said. As a result,
competition has increased.
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“We’re starting to see more differentiation in the terms that are offered
on some projects, and a lot of that is centered in the U.S. because
there are so many projects that are looking forward to that FID,” she
said. While some are competing on cost, others try build on their
developers’ reputations or find ways to share commodity, cross-border,
or other risks.
Going forward, continue to watch the FID activity, Kramer said. “That’ll
tell us how much supply comes into the market and how we balance
against demand, but I think, more importantly, who the players are and
ultimately how the risks are shared through the value chain.”
“You have a supply push now rather than a demand pull, and you
have more demanding buyers,” said Lance Goodwin, Vice President
of Business Development at Freeport LNG, which has 15 million tons
of export capacity under construction and nearing completion. As a
result, in an effort to differentiate themselves in the market, “there
are a lot of U.S. producers in particular, and others, trying to push the
limits of project finance.”
Without merchant-based financing or a liquid commodity market for
priced LNG, banks can’t absorb the risk, Goodwin said. Furthermore,
“some are trying to, without strong balance sheets, develop projects
like they are a super major and trying to raise financing without full,
ticked and tied, performance-tested, guaranteed schedule-assured
EPC (engineering, procurement and construction) contracts.”
If those projects ultimately fail, he added, that could impact lending
for future projects.

We’re starting
to see more
differentiation in
the terms that
are offered on
some projects,
and a lot of that
is centered in
the U.S. because
there are so
many projects
that are looking
forward to
that FID.
—Kristy Kramer
Head of Americas
Gas Research,
Wood Mackenzie

(From left to right) Mina Sekiguchi, Managing Director, Head of Energy & Infrastructure,
KPMG in Japan, Head of Energy & Natural Resources in KPMG Asia Pacific, KPMG in
Japan. Kristy Kramar, Head of Americas Gas Research, Wood Mackenzie. Lance Goodwin,
Vice President, Business Development, Freeport LNG.
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Demand from China, flexibility for Japan
According to a poll of session attendees, more believe that
China will continue spot purchases, 59 percent, than the
41 percent who said spot-trading volume will decrease as
China buys more on a long-term basis.
Overall demand from China is projected to be anywhere
from a quarter to a half or more of total growth in the
global LNG market, but multiple challenges remain,
Goodwin said.
Clearly, there are geopolitical issues between the U.S. and
China, and some infrastructure limitations. But it’s also
challenging to finance a project that’s 100 percent Chinese
offtake chain given the need for CPS review, the country
has less-established buyers from the international trading
perspective, and deals that can be upended by concerns
about creditworthiness.
Finally, Goodwin added, “they don’t have the type of
leadership that the Japanese have always provided to the
LNG market,” he said, pointing to fellow panelist Hiroki
Sato, Managing Executive Officer of JERA Co. Inc., an
investor and the toller of Freeport LNG liquefaction and
shipping project in Texas. JERA also buys LNG from
Freeport LNG.

Sato said he doesn’t see a significant impact on LNG
exports to China despite the trade conflict. Several portfolio
players are delivering U.S. cargo into China, and they can
be swapped out easily.
Furthermore, China’s government imposed a 25 percent
tax on U.S. energy, but the fines are paid by stateowned companies, Sato said, adding “Government pays
a tax to government, therefore ultimately there is no
economic impact.”
Turning to his home country, Sato said Japan needs to
maintain a portfolio that allows flexibility given multiple
uncertainties, including nuclear generation coming back on
line after Fukushima. Currently, Japan’s contracted LNG
volume is more than it needs.
Meanwhile, Sato said JERA has set the aspirational goal to
become the largest global LNG offtakers by volume, and
one of the largest power generators in the world at the
same time.

(From left to right) Mina Sekiguchi, Managing Director, Head of Energy & Infrastructure, KPMG in Japan, Head of Energy & Natural Resources in KPMG
Asia Pacific, KPMG in Japan. Kristy Kramar, Head of Americas Gas Research, Wood Mackenzie. Lance Goodwin, Vice President, Business Development,
Freeport LNG. Hiroki Sato, Managing Executive Officer, JERA Co. Inc. Jonathan Westby, Co-Managing Director Energy Marketing & Trading and Global
Head of LNG, Centrica PLC.
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Europe’s important role in global LNG
Europe’s role in LNG does not get enough credit,
according to Jonathan Westby, Co-Managing Director of
Energy Marketing & Trading at Centrica PLC, which also
has a business relationship with JERA.
“I think Europe is massively important to the global LNG
ecosystem,” Westby said. “I think of it as being a hub,
almost the engine room, where a lot of the hard work gets
done on behalf of the global gas market.”
Europe is a very large gas market at approximately 500
bcm annually, he said. But more significantly, indigenous
supply in Europe is on the decline, forcing diversification
internationally to LNG if it wants to “avoid the traditional
pipeline route” from Russia.
The flexibility of the European market also adds stability
to the global system, adjusting demand according to price
signals, events, and changes in supply, Westby said.

Finally, he added, Europe developed competitive, liquid
markets and trading and risk management capabilities
in response to deregulation in the 1990s, “therefore we
bring 30 years of experience of managing flexibility into
the global LNG market.”
Centrica is looking to form creative partnerships with
other market participants to help continue Europe’s role,
Westby said. While the supply side has become more
concentrated with the super majors and large NOCs, the
buy side is still very fragmented. “These partnerships and
relationships that we can develop on the buy side… are a
very important dynamic to the future of the industry.”
Westby added that he’s looking for “an evolution whereby
LNG can be priced to Europe on an index that is more
natural to the European market. … Because if you can do
that, there’s so much we can unlock.”

“Our ability to absorb excess molecules the rest of the
world doesn’t need is important.”

What is the adequate portion of long-term contract in the purchase portfolio mix?

Responses: 29
Responses: 26

Percent of respondents

29%

32%
Responses: 20

22%

Responses: 16

18%

a. 30%

b. 40%
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c. 50%

d. 60%
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When China starts buying more on a long-term basis, will trading volume decrease?
Responses: 46

59%

Percent of respondents

Responses: 32

41%

a. Yes, spot trading volume will
decrease if China will be buying
more on the long-term basis.

b. No, spot purchase remains in
accordance with buyers or
traders purchase portfolio even
China’s spot purchase decreases.

Which country will have more influence over the global LNG market and pricing in the future?

Responses: 13

Percent of respondents

37%

Responses: 10

29%

Responses: 7

20%

Responses: 5

14%
a. US

b. China

c. India

d. Russia
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(From left to right) Kristy Kramer, Head of Americas Gas Research, Wood Mackenzie; Lance Goodwin, Vice President, Business Development,
Freeport LNG; Hiroki Sato, Managing Executive officer, JERA Co. Inc.; Jonathan Westby, Co-Managing Director Energy Marketing & Trading and
Global Head of LNG, Centrica PLC.
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General session

Fireside chat with
the Honorable
Rex W. Til erson
69th U.S. Secretary of State; Former
Chairman and Chief Executive Officer,
ExxonMobil Corporation
To understand the principles that have guided Rex
Tillerson through his successful business career and his
service to the country, look no further than the values he
learned in his youth.

(From Left to right) The Honorable Rex W. Tillerson,
69th U.S. States Secretary of State; Former
Chairman and Chief Executive Officer, ExxonMobil
Corporation. Regina Mayor, Global and U.S.
Sector Leader for Energy and Natural Resources,
KPMG in the U.S.

Honesty. Loyalty. Respect. Service.
Rex Tillerson learned these principles and so much more from The
Boy Scouts of America, perhaps the only organization he’s belonged to
longer than ExxonMobil.
“Every decision I’ve ever made, personal or business, I test it against
those Scouting values,” he said. “And it has never let me down.”
Throughout his hour-long conversation at the 2019 KPMG Global
Energy Conference with Regina Mayor, the firm’s global and national
leader for energy and natural resources, Tillerson continued to touch
on the early lessons that have helped him make difficult decisions and
foster personal growth through the years, including his rise to the top
of ExxonMobil and his role as U.S. Secretary of State.
“The best leadership training I ever got was as a Scout,” he said.
“It sticks with you. A lot of what shaped me today was all right there.
Then you really just build on that with your life experiences.”
Stable supply, uncertain demand
Tillerson’s public appearance at the GEC was one of his few since
leaving Washington, DC and the Trump administration in March 2018.
Back in Houston, he offered his take on the industry where he spent all
41 years of his business career.
“Well, it’s nice to see that not much has changed,” he joked, referring
to recent price gyrations in the WTI. “Welcome to the world of
choosing your business around commodities, and in particular, oil or
natural gas.”
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The forces impacting pricing are no different today than in the past,
Tillerson said. Certainly geopolitical events are injecting risk, but
production strength in the United States has created an unprecedented
period of supply stability and wealth, dampening volatility despite
disruptions in Venezuela, Libya, Nigeria, and other oil-producing nations.
”Those are all important pieces of the global supply, but not any one of
them alone is likely to move way out of bounds, because there are too
many other places we can now go to that are not so unstable.”
As for global demand, a number of factors are contributing to
uncertainty, from unsettled U.S. trade relationships with China and
others, to a European economy stuck in neutral with Brexit challenges.
And while the $38 billion dollar acquisition of Anadarko by Occidental
is the most recent highlight of an active M&A market, particularly for
Permian Basin assets, Tillerson doesn’t read much more into it. “The
landscape is always right for a deal.”
Rather, Tillerson reiterated that this collection of forces is “not a new
normal—it is the old normal…. That is the nature of the business. That
is part of what makes it so darn exciting.”

Every decision
I’ve ever made,
personal or
business, I test
it against those
Scouting values.
And it has never
let me down.
—The Honorable
Rex W. Tillerson
69th U.S. Secretary of
State; Former Chairman
and Chief Executive
Officer, ExxonMobil
Corporation

A different world order
But what is unusual today is that the United States is moving toward
bilateral relations, potentially undermining long-standing alliances,
Tillerson said.
“I think it is important as Americans to remember that our greatest
strength and the most important element to our national security
has been that we are a nation that has many allies and friends.
Our adversaries—Russia, China, North Korea, Iran—have no allies
or friends.”
Tillerson was reflective on the eve of the 75th anniversary of D-Day
about the importance of those alliances. “Hopefully that’s a reminder
to all of us about how bad things can get in the world, and when you
really do want your friends standing with you.”
While Tillerson said he doesn’t support all of the Trump administration’s
tactics, he does agree that the United States must address trade
misalignment around the world, including trade with China.

(From Left to right) The Honorable Rex W. Tillerson, 69th U.S. States Secretary of State;
Former Chairman and Chief Executive Officer, ExxonMobil Corporation. Regina Mayor,
Global and U.S. Sector Leader for Energy and Natural Resources, KPMG in the U.S.
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“I do believe that the two sides will come to a point in the discussions
where they will just agree that this is not productive for either one of
us, let’s find a place we can both stand, declare victory, and move on.”
The Chinese historically respond to mutual respect and attempts at
win-win solutions, he said. They’re not accustomed to the current
administration’s language, style, and approach to relations, and the
concern is that they could decide to simply wait for the next one.
The crisis that led to a cultural change
Tillerson developed his deep understanding of geopolitics and
cultures traveling the world for Exxon. He joined the company as a
production engineer in 1975 straight out of the University of Texas at
Austin and his responsibilities grew over time.
Tillerson was general manager of Exxon USA central production in
1989 when the company would forever be transformed by the Exxon
Valdez oil spill.
“We thought we were in the oil, gas, and petrochemical business.
We weren’t. We’re in the risk management business.”
The spill was a call to action within the corporation that it was not
managing that risk properly.
“We had all the right programs and banners and slogans and training,
we thought. But what we really didn’t have was the right culture,”
he said. “We didn’t understand the connection between practicing
something and embodying it. It’s just the way you think and live.”
The incident led the company to launch what became known as the
Operational Integrity Management System, or OIMS.
“It was very demanding and very unforgiving,” Tillerson said.
Managers struggled not only to motivate operations personnel to
change behaviors, but to help them understand why. But after those
early challenges, the culture of risk management took hold and it
was successfully carried over to Mobil with the merger of the two
companies in 1999.
“The power of it is, we move people all over the planet… and this
exists no matter where you go,” he said. “The first day you show up
on the job, everyone speaks the same language when it comes to
how we manage risk.”

The Honorable

Rex W. Tillerson,

69th U.S. States
Secretary of State;
Former Chairman and
Chief Executive Officer,
ExxonMobil Corporation

A move into shale
With the merger, Tillerson became executive vice president of
ExxonMobil Development Company, and then president and director
of ExxonMobil in 2004.
He never expected to become Chairman and CEO, and never
aspired to be. But the company believes in nurturing talent by
placing employees in challenging roles, he said, a belief he has made
his own.
“You never stop developing your skills and talents that God has
blessed you with, and I’m still developing today.”
Eventually, Tillerson was tapped as a finalist to run the company.
Even then, he said, “I thought the other guy was going to get it.”
He was elected Chairman and CEO in January 2006.
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One of the company’s key efforts under Tillerson’s direction was the
$41 billion acquisition of XTO Energy in 2009, representing its most
significant move into unconventionals and the largest acquisition of
his tenure. Upon reflection, Tillerson views the deal he oversaw as a
relative success, with some caveats.
Tillerson started the effort when he was a senior vice president,
before shale technology was fully developed, when the U.S.
conventional business was in decline and the company had largely
left to explore overseas.
Tillerson convinced top leadership that the company needed some
hands-on knowledge to better determine the shale gas opportunity,
and he was given a budget to experiment with several properties.
The results helped the company determine that building a shale
business organically could take up to 15 years when it needed to
move more quickly in order to participate in the shale revolution, he
said. “I concluded that ‘go out and buy somebody’ was the right thing
to do.”
That somebody was XTO, which had the right organization, technical
competencies, and values. From a strategic standpoint, the XTO
acquisition worked out well, Tillerson said. But it was structured at a
time when gas prices were high and expected to stay there.

I was very proud
of the work we
were doing. I still
am, and I have
no regrets. It
was the highest
honor of my
life to serve
this country.
—The Honorable
Rex W. Tillerson
69th U.S. Secretary of
State; Former Chairman
and Chief Executive
Officer, ExxonMobil

“I’m proud of the deal. I wish I had gotten it for less money because
the shareholders would have been better off, but… we gave over
300 billion dollars back to the shareholders. I hope they’re not too
unhappy with me.”
Looking back at all of his time as a leader at ExxonMobil, Tillerson
said the real reward came from working on people, not problems.
“That is more gratifying than the biggest oil discovery I could ever
make, to look at the talent that’s going to be around long after I’ve left
this place,” he said. “You’re unleashing that human capability.”
Taking a “no-noise” approach to Washington
Tillerson was heading for retirement when President Trump offered
him the post of Secretary of State.
“I called my wife, and the first words out of her mouth were, ‘I told
you God’s not through with you. You’ve been training 25 years for
this. You’re supposed to go help this man.’ So I did.”
In contrast to ExxonMobil’s long-standing culture marked by rigorous
practices, discipline, and accountability, Tillerson arrived at the State
Department to find a large organization “almost completely devoid of
any management structure or process,” he said. “It was very difficult
to identify who had authority for what decisions.”
When efforts to reorganize received significant pushback from
department lifers, Tillerson copied the approach that worked
for him at ExxonMobil, tapping a number of experienced but
less-tenured staffers.
“We set up teams of people who knew where the problems
were… and they had every incentive to fix it because they were
going to be around there another 20, 25 years, and they would be
the beneficiaries.”
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I think it is
important as
Americans to
remember that
our greatest
strength and the
most important
element to our
national security
has been that we
are a nation that
has many allies
and friends.
—The Honorable
Rex W. Tillerson
69th U.S. Secretary of
State; Former Chairman
and Chief Executive
Officer, ExxonMobil

Together they defined 15 keystone projects designed to make
a largely broken organization more efficient and effective, while
continuing to push back on naysayers and effect change.
Meanwhile, Tillerson continued to receive significant pressure from
outside the department as well, including tremendous scrutiny from
the press. He tried to counter with the transparent but “no-noise”
approach to dealing with the media that he had used at ExxonMobil,
in contrast to many of the politicians he observed.
“Unlike a lot of people in Washington who have further ambitions, I
was never going to run for political office, I’m not a politician, I didn’t
care if I ever wrote a book or gave a speech, I didn’t need the money.
So I don’t need name recognition, which a lot of people want in
Washington, so they engage a lot with the media.
“If they would spend half the time they spend reacting to the media
and talking to them, and spend that half on solving the problem, I
think we might get a few things done.”
Tillerson acknowledged that his approach didn’t always work, such
as when he tried to “send signals” that he was going to institute
cost controls.
One big-budget item was travel, so he arranged for a smaller
airplane—but that meant fewer seats for reporters. Instead of getting
credit for saving $10,000 an hour, he received flak from the press
pool that he had something to hide.
“In retrospect, that little effort to send a message to everybody
didn’t in the end deliver, and it got me off on a bad start,” he said.
“I probably should have just bucked it up, taken the big plane,
welcomed everybody on, fed them, and gone back and chumchummed with them on the plane like you see them do.”
Proud moments as Secretary of State
Ignoring the noise both outside and in, Tillerson and his team pushed on.
Beyond the internal initiatives he launched, during his tenure, the
United States arranged for the release of seven hostages from four
countries after a lack of progress under the prior administration.
Meanwhile, at the G20 meeting in July 2017, the United States,
Russia, and Jordan negotiated a cease-fire for southern Syria,
establishing a de-escalation zone and saving thousands of
civilian lives.
Tillerson also recalled the importance and pleasure of establishing a
personal connection with Secretary of Defense Jim Mattis. The two
men agreed that State and Defense were not going to make a move
without talking to one another.
Tillerson relayed a call he later received from a senior Pentagon
official, thanking him for building that bridge.
“He said, ‘For my 40-year career, the Secretary of State and Secretary
of Defense couldn’t walk down the same side of the street together.
Now you guys walk hand in hand. We’re going to miss you.’ That was
my most gratifying moment.”

© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. NDPPS 841263

However, Tillerson is blunt about the progress that still needs to
be made.
“We had a tremendous amount of work to do when we came in,
because quite frankly, our foreign affairs were in an utter mess when
this administration arrived, and had been on a downward trajectory
for about a decade,” he said. “Whether we can put a floor under that,
I don’t know. They’ve not turned a corner yet.”
“He’s not through with you”
Unfortunately, Tillerson would not serve long enough to see his
initiatives through to completion. On March 13, 2018, for the first
time in his entire career, Tillerson was fired—by a Tweet from @
realDonaldTrump.
“I’ve never had a social media account. Don’t have one today and
can’t follow anybody, so that’s why when I got fired, my chief of staff
had to call and tell me.”
He continued, “That wasn’t quite the way I thought he’d let me
know. But I’ve never quit anything in my life and I wasn’t going to quit
this one either, and I would have kept going.”
More concerning, Tillerson was told that all the initiatives he and his
staff had been working so hard on would be discontinued. But that
December he said he received an email from a former staff member
letting him know that Congress had just appropriated the first $285
million for all 15 projects, a conclusion to Tillerson’s story for which
the GEC audience cheered.
“I was very proud of the work we were doing. I still am, and I have no
regrets. It was the highest honor of my life to serve this country.”
When it was over, Tillerson said he turned to his wife and asked,
“What was that all about?” to which she replied, “Well, God sent
you home.”
Mayor asked if she was pleased about that. “She was. But she said,
‘He’s not through with you.’”
Tillerson shared his belief that with strong principles to guide us, we
can continue to grow throughout our lives.
“Recognize we’re all a work in progress,” he said. “If you have
that view, but you have this foundational set of values that are
unwavering—they’re never going to change, and nobody’s ever going
to convince me they’re the wrong ones—if I have that, I can keep
developing as a human being.”
Looking back at his time as Secretary of State, would he do it
all again?
“Yes. Without a hesitation,” he answered.
“Don’t ever pass up the chance to serve your country, no matter who
your boss is, because you’re really working for the American people.
And there’s nothing more gratifying than that.”
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Breakout session

Living sustainability
as an energy
company
As utilities and oil and gas companies pursue sustainability
agendas, they are trying balance current business needs
with increasing pressure to accelerate decarbonization.
Panelists shared their own efforts and their ideas for an
energy transition that makes economic sense.
The duel challenge of demand and decarbonization
Global energy consumption is projected to rise as much 30 percent
by 2040, primarily driven by Asia. Despite both industry and consumer
desire to decarbonize, growing energy needs can’t be met by
renewables alone.

Barbara Burger

President, Technology
Ventures, Chevron
Corporation

“We see an increasing demand for energy as people prosper and
the world grows and moves out of poverty,” said Cindy Yeilding,
Senior Vice President, BP America Inc. “But we also recognize the
need to reduce emissions and to lower carbon, so we have this
great conundrum that we refer to as the dual challenge—how do we
provide energy to advance people’s lives, but also reduce carbon in
our own operations and in the world around us?”
Meeting that dual challenge will require all forms of energy, including
oil and gas, Yeilding said. Based on this outlook, BP has determined
strategic priorities in order to thrive through the energy transition,
including ventures to explore alternative energy ideas and efforts to
modernize the firm.
Southern Company is challenged to make the energy transition
while meeting both state utility regulations and customer demands,
explained Jeff Burleson, Vice President Environmental and
System Planning.
“Our regulators hold us accountable for providing some balance,
and we’re trying to balance the attributes of clean, safe, reliable,
and affordable,” he said, adding that affordability is key in a
service territory where 46 percent of the customers have an
annual household income of $40,000 or less. At the same time,
customers are increasingly focused on cleaner energy. “At the
annual shareholder meeting, the vast majority of the Q&A was
around climate.”
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Because energy infrastructure development impacts the environment,
one of Southern Company’s efforts includes a partnership with the
National Fish and Wildlife Foundation to help fund projects within the
utility’s footprint, Burleson said.
Meanwhile, the utility’s climate strategy involves continued
diversification of its zero-carbon portfolio, including the construction
of the first nuclear plants in the U.S. in 30 years, and a tenfold
increase in renewables. As of year-end 2018, Southern Company’s
energy mix was down to 27 percent coal from 70 percent in 2007,
with another eight coal units announced for retirement this year.
Investing in innovation
“I think every part of our company has a role to play in the transition,”
said Barbara Burger, President of Chevron Technology Ventures,
which focuses on investing in and implementing new technologies
at the company. “Twenty years from now, we’re still looking at
50 percent of the energy from oil and gas, so we need to run
the base business extremely well while we feather in all these
additional sources.”
Companies have three options for exploring innovation as part of
making the energy transition, she said. The first is supporting the
base business with commercially available technology and finding
efficiencies, such as powering operations with renewables and
upgrading equipment. The second is piloting some of the newer
technologies in the energy industry and trying to bring them to scale.

Twenty years
from now, we’re
still looking at
50 percent of the
energy from oil
and gas, so we
need to run the
base business
extremely
well while we
feather in all
these additional
sources.
—Barbara Burger
President, Technology
Ventures
Chevron Corporation

And the third is pursuing breakthrough energy solutions, from hard
to soft technology and new pathways, Burger said. “The great
thing is, left on their own, innovators will come up with all kinds of
solutions in that bucket. They’re going to help us with this overall
energy transition.”

(From left to right) Katherine Blue, Principal, Major Projects Advisory and Sustainability
Services Leader, KPMG in the U.S. Cindy Yeilding, Senior Vice President, BP America,
Inc. Jeff Burleson, Senior Vice President of Environmental and System Planning,
Southern Company. Barbara Burger, President, Technology Ventures, Chevron
Corporation. Abhinav Krishna, Executive Director, Partnership Development &
Commercialization, Constellation.
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Abhinav Krishna, Executive Director of Partnership Development and
Commercialization for Constellation Energy, also is responsible for
pursuing innovation as part of meeting customer demands for carbon
reduction and clean energy.
The company looks at three areas in which to invest, including
emerging technology through its venture capital firm Constellation
Technology Ventures. Constellation also collaborates with Argonne
National Laboratory, MIT, and other leading institutions to find
startups that need support for research and development, as well as
pursues strategic partnerships with other companies.
Constellation’s investments include electric vehicle and infrastructure
companies Proterra and ChargePoint, Measurabl sustainability data
management, and the LevelTen renewable energy platform.
“Customers are looking for clean energy solutions, they are looking
for carbon reductions—how do we bring that together through our
different channels to meet their needs,” Krishna said.

Cindy Yeilding

Senior Vice President,
BP America, Inc.

Jeff Burleson, Senior Vice President of Environmental and System Planning,
Southern Company.
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The high cost of carbon capture
Carbon capture is a promising technology for meeting clean
energy goals but remains expensive, the panelists said.
Southern Company has been advancing carbon capture
for some time now, including operating the National
Carbon Capture Center for the U.S. Department of Energy,
Burleson said. Costs have dropped approximately 30
percent over the last few years, but the utility has set an
internal target to reduce costs an additional 30 percent.
“The real challenge right now with carbon capture is
the economics.”
“We believe that carbon capture has a vital role to play in
abating carbon dioxide, and there are technologies that
can be used today that could be put to use to reducing
emissions … but they’re just not economic,” Yeilding
agreed. “And, there are still other policy, regulatory, and
legal questions that need to be clarified and sorted out
before people can really move forward.”
One exciting development is U.S. Energy Secretary Rick
Perry’s request for the National Petroleum Council to
conduct a comprehensive study on how the U.S. can
pursue carbon capture and storage at scale, she said.

Southern Company is not placing bets on any one
technology for reaching its stated goal to become a
low-to-no-carbon operation by 2050, Burleson said.
“You just don’t know where those breakthroughs are going
to come from, and if you put all your eggs in one of those
baskets, it may or may not come to fruition.”
State and federal policies around decarbonization will help
overall, but it’s the shareholders, customers and other
stakeholders looking for zero-carbon options who will be
a significant push on individual energy companies to drive
change, Krishna said.
“I think it’s going to take technology to get us to the next
level, and we need policies to help with that,” Burleson
countered, referring to the need for government support
for R&D and technology advancement. “I think we, as
individual companies, can’t do that.”
Regardless of stakeholder pressure and consumer demand
for decarbonization, the energy transition still has to make
economic sense, Yeilding reiterated.
“We have the best intentions, we have altruism running
through our blood, but we can’t continue to progress low
carbon if we can’t stay in business.”

(From left to right) Barbara Burger, President, Technology Ventures, Chevron Corporation. Abhinav Krishna, Executive Director,
Partnership Development & Commercialization, Constellation.
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Breakout session

The impact of trade
policy on energy
companies
The energy industry is grappling with ways to protect
profitability and manage risk under new and shifting trade
and tariff policies.
Tariffs: the new normal
William Lovallo, Partner, Financial Due Diligence, and Irina
Vaysfeld, Principal, Trade & Customs Practice, both from KPMG
(U.S.), moderated an information-rich discussion of how energy
companies can better understand and address current U.S. trade and
tariff policies.
The current tariff policies instituted by the Trump administration might
represent a new normal, Lovallo suggested.
“I think most executives are looking for a return to something like
normalcy or a set of rules you can play by.... But I think this is going
to continue a lot longer than most of us believe.”

Michael McGee

Director of International
Trade Regulations, BP

Vaysfeld added that changing regulations involving trade agreements,
such as the United States Mexico and Canada Agreement (USMCA),
are equally important for companies with overseas markets
and suppliers.
The impact of Brexit needs to be considered as well, she said, asking,
“Where are your warehouses in Europe currently? Do you need to
set up a new warehouse possibly in the U.K. or apply for certain duty
savings, or duty regimes that you didn’t have previously?”
Finally, Vaysfeld said that companies are seeing increased
enforcement by customs agencies because they are performing more
audits. The agencies are hiring more auditors and focusing on issues
that are specific to particular industries.
Increasingly complex sanctions
Michael Mcgee, Director of International Trade Regulations at BP
America, talked about export controls and regulations within the
context of current sanctions.
While he said sanctions are nothing new—citing U.S. actions against
Cuba as an example—today’s sanctions are much tougher, more
targeted, and intertwined with export controls. As a result, energy
companies are paying close attention.
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“It’s taken a front seat, even at the board level, in terms of
discussions and understanding around what the sanctions
implications are,” he said.

The complexity of the impacts of sanctions on energy companies
is only increasing, according to Steve Brotherton, Principal, Global
Export Controls and Sanctions Lead, KPMG (U.S.). Along with issues
involving foreign policy and national security, sanctions can now
affect supply chains, revenues, and other areas.

It’s taken a front
seat, even at
the board level,
in terms of
discussions and
understanding
around what
the sanctions
implications are.

In addition, penalties for noncompliance are on the rise, he said.
Depending on the regime, these can total as much as $1 million
dollars per transaction. “We’ve seen penalties of up to $2 billion over
the past few years.”

—Michael McGee
Director of International
Trade Regulations, BP

In response, BP America established a network of “single points of
accountability that have eyes on this particular area,” Mcgee said.
Members of the network monitor developments and escalate any
issues that come up so that management can provide counsel and
other support.

Organizations and their leaders are also subject to criminal penalties,
up to $1 million per instance and 20 years imprisonment.
In the past, avoiding penalties was a matter of simply not doing
business with a particular country, Brotherton said. But today
sanctions might apply in some instances and not in others, even
when dealing with the same party. Accordingly, organizations need
to take greater care in staffing and training their professionals about
correct processes and procedures to help ensure compliance in
all matters.

(From left to right) Bill Lovallo, Partner, Financial Due Diligence, KPMG in the U.S.
Steven Brotherton, Principal, Tax, Trade & Customs, KPMG in the U.S. Diana Urelius,
Assistant Secretary & Senior Trade Compliance Manager, Mitsubishi Caterpillar Forklift
America Inc. Michael Mcgee, Director of International Trade Regulations, BP. Irina Vaysfeld,
Principal, Trade & Customs, KPMG in the U.S.
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(From left to right) Irina Vaysfeld, Principal, Trade & Customs, KPMG in the U.S. Michael Mcgee, Director of International Trade
Regulations, BP. Diana Urelius, Assistant Secretary & Senior Trade Compliance Manager, Mitsubishi Caterpillar Forklift America Inc.

Positioning the business for shifting trade policies
Diana Urelius, Assistant Secretary & Senior Trade
Compliance Manager at Mitsubishi Caterpillar Forklift
America, outlined three ways that her organization is
dealing with new developments in trade policy.
The first, she said, is truly understanding the product and
its footprint, using statistical information on high-volume
markets and how revenues and costs are generated by
different regions and countries. The company can also
determine whether it can take advantage of free trade
zones, and if so, to what degree.

The second point is to understand the core issues of
the business as they relate to trade by answering the
questions, “Where’s your business headed? What have
been your pain points?”
The third area is to maximize control by bringing all the
stakeholders to the table to discuss strategies for dealing
with trade policies.
“You need to position your business to be in the driver’s
seat,” Urelius said. “That means bringing in not just
business leaders but folks from logistics, individuals from
compliance ... marketing folks and strategy groups.”
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To what extent will tariffs have an impact on your capital planning?

Responses: 39

Percent of respondents

43%
Responses: 24

27%
Responses: 5

Responses: 11

Responses: 11

6%

12%

12%

a. To a very
large extent

b. To a large
extent

c. To a moderate
extent

d. To a small
extent

e. To a very
small extent

How prepared do you feel if new sanctions are announced?

Responses: 32

Percent of respondents

Responses: 28

34%

39%

Responses: 15

18%
a. Not at all prepared

Responses: 5

6%
b. Slightly prepared c. Moderately prepared
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Responses: 2

2%

d. Very prepared

e. Completely prepared
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Breakout session

Blockchain—
Separating reality
from hype
Energy companies are taking a closer look at how
blockchain technology can improve processes across their
organizations, from customer service to operations to the
back office.
Imagine a future where blockchain enables energy organizations
to work in a seamless, integrated way, Rebecca Hofmann, U.S.
Blockchain Strategy & Innovation at Equinor, told the breakout
session audience. Imagine everyone in that organization has one
source of truth and gets a copy of that truth in real time.
“I can see the drilling activity in real time, or the trucker on a GPS
coming up to my site. I know who he is, I know that he’s supposed
to be there, I know he has the credentials, and I even know he got
Equinor training to be on my site.”

Steven Patton

Innovation Lead —
Blockchain and
Distributed Ledger
Technologies, American
Electric Power

That visibility and interaction doesn’t exist today, she said, but it can
be achieved. Combined with Internet of Things sensors and other
innovations, “blockchain is now allowing that one source of truth
where everyone can interact... It’s difficult, but we’re tackling it.”
A seismic shift
Building on Hofmann’s remarks, Amy Fisher, Blockchain Business
Development, R3 Energy, noted recent successes by her company in
helping to launch blockchain initiatives in Europe and Australia.
But she also was candid about issues, such as remaining questions
around intellectual property sharing in blockchain consortiums. “Who
owns what?... Are you developing it in-house? Are you using external
developers? Are you working with experts in the space to do it?”
Friction also can arise when a platform that worked well in a pilot
encounters problems at the next stage of development, she
added. “Is the scalability there? What’s the throughput like? How
many transactions can you do per second? Can your platform
support that?”
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These and other issues can make organizations reluctant to pioneer
blockchain technology.
“Folks wait to see what their competitors do,” Fisher said. “Nobody
really wants to be the first mover. Second mover, third mover—great.
But nobody wants to take that risk, get their hands dirty, and step
away from the operation of their current business models.”
She added that technological success is usually measured at a retail
level, but blockchain is much bigger and requires different ways
of thinking.
“Blockchain is a global shift, it’s a market shift, it’s seismic.”

Blockchain is a
global shift, it’s
a market shift,
it’s seismic.
—Amy Fisher
Blockchain Business
Development R3 Energy

Teaching blockchain 101
Blockchain promotion requires an educational process, according to
Steven Patton, Innovation Lead, Blockchain & Distributed Ledger,
American Electric Power.
“It’s going around giving 101s to every department, from generation
to procurement to audit, to everybody. Teasing out use cases. That
opens their eyes.” However, with much of the discussion, “it’s
still abstract.”
Patton suggested that the first applications of blockchain might be
operational and process improvements, auditing procedures, and
customer data protection.
At this point, however, many companies remain in the “just-looking”
stage. Patton describes himself as a “blockchain maximalist,” but
conceded that many business leaders still have questions about what
blockchain can do for them.

(From left to right) Todd Durocher, Principal, Advisory, KPMG U.S., Rebecca Hofmann, US
Blockchain Strategy & Innovation, Equinor, Steven Patton, Innovation Lead, Blockchain
& Distributed Ledger, American Electric Power, Amy Fisher, Blockchain Business
Development, R3 Energy, Angie Gildea, Principal, Americas Co-Leader for Energy &
Natural Resources, KPMG U.S.
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Bullish on blockchain
All three panelists were bullish on the continued expansion
of blockchain.
Hofmann suggested that in the near future, blockchain would be
viewed as a given, simply part of the world’s technology landscape.
“I don’t think we’ll be talking about blockchain in itself.... We don’t
talk about the internet; we talk about the apps right? What can it do
for me? What can it do for my job?” Blockchain will be the same way,
she argued, with people focused on how the technology can add
value to companies and consumers.
Patton agreed, but noted some of the challenges impeding adoption.
“I think the progress will be a little bit slower… we still have to
educate the regulators. But I think we’ll have some successful
pilots in three years, and I think we’ll have consensus that this is a
real technology.”
Fisher also expects to see companies soon adopting
blockchain applications.
“We’ll see some companies and organizations that have a lot of ROI
because they made some decisions early.”
She suggested that early successes in supporting back-office
functions would create room for secondary markets and new
business models, adding to greater value for the organization.

Amy Fisher

Blockchain Business
Development, R3 Energy
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(From Left to right) Todd Durocher, Principal, Advisory, KPMG in the U.S. Rebecca Hofmann,
U.S. Blockchain Strategy & Innovation, Equinor. Steven Patton, Innovation Lead – Blockchain
and Distributed Ledger Technologies, American Electric Power
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Breakout session

Trends in global
storage
Energy storage is vital to advancing sustainable energy.
Pilot programs and new projects are helping the industry
learn more about the challenges and myriad potential
applications for this emerging technology.
Introducing storage into the energy value chain
“The advancement of energy storage technology is really going to
change the way that we make, move, sell and consume electricity,”
said J. Steven Baxley, Research Engineer at The Southern Company.
Baxley analogized energy storage to the impact of refrigeration
on food in the early part of the last century, which revolutionized
production and transport globally, gave rise to the supermarket, and
allowed consumers to minimize trips to the local market because they
could store food in their homes.
“Where technologies insert storage into a value chain of a
commodity, that can really change the whole marketplace,” he said.
“If you think about the product of electricity, it’s one of the few
commodities that doesn’t have storage in its value chain.”

J. Steven Baxley,

Research Engineer,
The Southern Company

Wärtsilä, a Finnish energy company predominantly focused on
thermal-based power plants, acquired software-based storage pioneer
Greensmith Energy because it saw that clean energy would dominate
in the future, explained Andrew Tang, Greensmith’s Senior Vice
President of Business Development.
Early investment in renewables was perhaps driven by greenwashing,
as well as by subsidies, he said. But that’s changed.
“Renewables are being driven by viridian green, which is the color
of U.S. money,” he said. “It is an economic value proposition to be
deploying renewables as opposed to deploying thermal-based power
systems, in the current environment with the current cost curves.”
Wärtsilä anticipates a100 percent renewable future as soon as 2050,
Tang said. To get there, we need more flexible power sources,
including batteries, reciprocating engines, and other technologies.
“Base load is turning upside-down, and it has to moderate such
that when the renewables falter, the engine has to kick in,” he said.
“When you turn that power switch on, you expect the lights to turn
on. You don’t expect them to flicker.”
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Use cases and pilot programs
Moderator Ted Surette, Global Head of Power and Utilities and
National Industry Leader for Energy and Natural Resources at
KPMG Australia, discussed several storage use cases with the
guest panelists.
The largest and perhaps most well-known battery project in the world
is Tesla’s in South Australia, Surette said. “It makes lots of headlines,
but it won’t be long before somebody else builds a bigger one.”
Southern Company partnered with a home builder and developer
on a community-scale microgrid serving 62 high-efficiency homes
in an Alabama “smart neighborhood,” Baxley said. With a natural
gas reciprocation engine incorporated as well, “we can island
the neighborhood, and feed the neighborhood just strictly off this
microgrid.”
Baxley also discussed the company’s one-megawatt/two megawatthour pilot launched in 2015 using a lithium-ion battery system with
a solar inverter to explore how an energy storage system can help
smooth output from a solar PV plant. It has been an educational
experience involving not only performance, but safety and controls
as well.

The advancement
of energy storage
technology is
really going to
change the way
that we make,
move, sell,
and consume
electricity.
—J. Steven Baxley
Research Engineer,
The Southern Company

“This is very early on in an emerging space, and we learned about
how technologies can sometimes be out ahead of the standards and
protocols to deploy this.”
Tang talked about Greensmith’s work with AltaGas on a 20
megawatt/80 megawatt-hour facility, the largest indoor system in the
United States, which was developed and approved quickly to prevent
blackouts related to a natural gas leak in the Los Angeles basin.
Tang also discussed energy storage deployed next to a wind facility
in west Texas in concert with an experimental product from the local
utility for fast-responding regulation. Such a market opportunity is
easily hundreds of megawatts, he said.
Greensmith is starting to move from demos to large-production
projects with independent power producers (IPPs) and utilities in
earnest, Tang said. IPPs are deploying at scale, while utilities still have
concerns that standards have yet to be fully developed.

(From left to right) J. Steven Baxley, Research Engineer, The Southern Company.
Andrew Tang, Senior Vice President of Business Development , Greensmith Energy, a
Wärtsilä Company, Ted Surette, Global Head of Power & Utilities and National Industry
Leader, Energy & Natural Resources, KPMG Australia.
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Challenges to wide-scale storage deployment
“The biggest thing that’s holding back energy storage
is the challenge with how you monetize this pile of
chemicals,” Tang said.
Southern Company is looking at how to adequately assess
storage and other emerging technologies, Baxley said.
“One of the unique things about battery energy storage is
that you can do lots of different things with it. But that’s
also the trouble with it. How do you get the optimal value
out of it?”
Safety also remains a concern, the panelists said, with
more than 20 battery fires in South Korea over the past
few years and a recent fire at battery storage facility in
Arizona as just two examples that are top of mind. But the
National Fire Protection Association is looking at storage
and deployment standards, and numerous discussions are
taking place across the industry, Baxley said.

“A lot of storage that you see in the United States right
now is being hybridized with solar,” he added. “And the
developer or the IPP is essentially blending the cost of the
solar and the storage system into one PPA price.” Added
Baxley, “so the PV is really subsidizing the cost… but it
gives you a better product.”
In order for energy storage to expand in the U.S.,
Baxley said we need a mix of lower costs and
renewables adoption.
“It’s very similar if you look back to where PV was not that
long ago. As manufacturing scale ramped up, then those
cost curves came down, and adoption was taking off. We
anticipate the same to happen with energy storage.”

“Really, the industry is to blame for this,” Tang said.
“We’ve been busy competing among each other and not
really thinking about how we bring the entire industry along
and align on safety standards, as opposed to trying to use
safety as a differentiator.”
According to a poll of the session audience, the majority
said they believe costs need to come down before energy
storage seriously takes off in the United States. But Tang
said he believes that an increase in renewables entering
the market is more important. “The cost curves have
already pretty aggressively come down.”

(From left to right) Andrew Tang, Senior Vice President of Business
Development , Greensmith Energy, a Wärtsilä Company, Ted Surette,
Global Head of Power & Utilities and National Industry Leader,
Energy & Natural Resources, KPMG Australia.

An energy storage is going to be an important part of the U.S. grid solutions in:

Responses: 28

Percent of respondents

38%

Responses: 23

31%

Responses: 17

23%
Responses: 6

8%
a. 1 to 2 years

b. 3 to 5 years

c. 5 to 10 years

d. 10 years +

© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. NDPPS 841263

For energy storage to seriously take off in the U.S., we need:

Responses: 47

Percent of respondents

62%
Responses: 18
Responses: 6

24%
a. Costs to
come down

8%

b. More renewables
to enter the market

c. Direct policy
report

Responses: 4

5%

Responses: 1

d. Gas prices
to increase

e. Safety concerns
to be addressed

1%

Where is the most opportunity for energy storage?

Responses: 31

Percent of respondents

42%
Responses: 22

30%
Responses: 13

18%

Responses: 8

11%
a. Community and mini
grid solutions

b. Flexible peaking
resource
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c. Residential and
behind the meter

d. Electric
vehicles
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General session

The Great Rewrite
We are facing revolutionary change at a frenzied pace.
A complete upheaval in customer behavior and radically
new technologies are threatening to leave legacy
businesses—and even whole industries—in the dust. But
before companies can determine how best to thrive in the
face of this mass disruption, they need to understand the
framework for what’s causing it in the first place.
We are in the midst of a global reset
Futurists are like science fiction writers, imagining life 30 or more
years from today. Digital entrepreneur Leonard Brody is no futurist,
he clarified for the Global Energy Conference audience. But he does
have a lot to say about what to anticipate over the next two years of
significant change.
“No one is able to give you a playbook for how to survive in a world
that is being rewritten around you. But I can tell you for sure, this is
going to be one hell of a 730 days.”
By “rewrite,” Brody means “redoing something for the better.” And
while not an exact science, the existence of a rewrite is determined
by a 35 percent shift in global consumer and communications
behavior, as measured across approximately 50 different vectors.
“In fact, the best way to think of this is really as a reset of the
operating system of our planet.”

Leonard Brody

Venture Capitalist,
Author and Media
Commentator

These resets have occurred four times in recent human history, and
we’re experiencing one right now. Brody calls the latest “The Great
Rewrite,” as it’s substantively different from those before it, and
even more important than the first, the Industrial Revolution.
The Great Rewrite began in 2007 with the recession and the rise of
the iPhone, but it isn’t really about technology, he said. “It is much
more about a story of human change and human reaction, and about
the fracturing of institutions, which technology has enabled.”
The reason companies should understand and pay attention to
The Great Rewrite is that it provides the framework for why and how
to transform, Brody said. Business leaders have to determine how
to leverage their current assets while completely reimagining their
companies for the future.
“And if you think about this new era,” he added, “the core currency
of it is you.”
We are not who we used to be
Human beings are undergoing their own rewrite, Brody said.
This includes life expectancy, as we are now experiencing the
greatest elongation of life in the shortest period of time in human
history, he said. The human form itself has changed in height and
physical stature.
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We also are substantially better off than we used be as measured by
rates of poverty, literacy, access to democracy, and equality, as just
a few examples, Brody said. “You are living in a moment of human
abundance and prosperity that is unprecedented historically.”
Because we are bombarded by media about tragic events and the
negative effects of technology, it can feel like we are living in an age
of mass human trauma and technological enslavement. Not true,
Brody said.
“So if we are living longer, are better educated, have better access
to democratic institutions, and better access to healthcare and
information, you would be naive to think that the people who are
walking on this planet are not substantively different to the people
who walked here 100 years ago,” he said. The Great Rewrite “is a
framework about the human being, and our relationship to technology
and the institutions that we build.”
The number-one reason companies die
The framework is helpful for understanding why so many companies
from Kodak to Blockbuster went from dominance to abject failure. In
particular, they suffered from something called false historical bias,
Brody said.
“This is the Achilles heel of almost every executive in the world, which
is, you only know what you know.”
For example, we have false historical bias about home ownership.
Today we think it’s normal, but at the turn of the century, less than a
third of American-owned homes. Home ownership—like electricity,
the auto industry, consumer packaged goods, retirement, and other
things we now take for granted—came into being or matured in just
the 20 years from 1900 to 1920.
Because many executives have false historical bias, they see things as
connected to historical norms when in fact they are not, and change
surprises them.
“They look at windows that are too short, historically,” Brody said.
“And this in its core is the most important thing I can tell you about
the failure of companies to thrive in a rewritten world.”
The best quote on the topic is widely attributed to Henry Ford about
the false historical bias of the general public. “If I asked my customers
what they wanted, they would have said faster horses.”
Crumbling institutions and the creation of the virtual persona
Meanwhile, if sometimes it seems like you just don’t understand
the world anymore, that feeling of “societal seasickness” is due to
inversion, or a reversal of the traditional power pyramid, Brody said.
The inversion was fueled by the internet, which in the mid-90s gave
individuals the ability to speak freely to millions of people on a platform
more powerful than books, television, or any type of communication
that came before, he said. As a result, institutions such as religion,
government, and the family unit are all experiencing incredible
stress fractures.
At the same time, humans have bifurcated into physical beings, or
who they are face to face, and virtual beings, who they appear to be
through a screen, Brody said.
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“Human beings are the core currency
of the rewritten world. And over the
last 100 years, the human being has
been completely and utterly rewritten
from the ground up.”
Humans are living
2.5-2.8 times longer
than people 100 years
ago. And a child born
today will live to an
average age of between
100 and 115.
The average person today is
3–4 inches taller than the
average human 100 years ago.
In 1900, nine in every 10
people on the planet lived in
poverty. That has dropped to
one in 10 today.

One in every 100
people had access to
a democratic state in
1900. Today, more
than half of all people
live in a democracy.

In 1900, just 12% of
the planet was literate,
compared to 85%
today. That correlates to
increasing access to basic
education during that
time, up to 85% today
from just 17%.
Women were completely
absent in parliamentary
systems around the
world in 1900. Today,
24% of parliamentarians
are female.

1900

Today

We work roughly half the
number of hours as the
average person in 1900.
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“Behavioral markers in your
virtual identity are completely
different than they are in your
physical self … Understanding the
difference between the personas
you are speaking to is going to
be very critical to navigating a
rewritten world.”

More and more, the virtual versions of ourselves are interacting at
work, with companies, with friends and family, and even in romantic
relationships.
“Today, your virtual self is the predominant form of human being, it is
the predominant identity.”
Technologies to watch
Having defined the framework, Brody then discussed some of the
technological enablers of The Great Rewrite to look out for over the
near term.
He began with cryptocurrencies, which utilize blockchain technology.
They represent a rewrite of the institution of currency by fiat from
governments and treasuries.

63%

Americans spend two-thirds of their
work day inside their virtual identity,
not their physical one. And they
spend approximately 63% of their
personal time with close friends and
family virtually.

There’s also a sociological driver for cryptocurrency investment
because returns from home ownership and the stock market—until
now, the two biggest wealth creators for the middle class—are
becoming out of reach for younger generations.
Brody also discussed quantum computing, which he said is often
missed in the noise around artificial intelligence but is much more
important.
Recently, a team at Harvard used quantum computing to reproduce
beryllium hydride, which means we could one day use the technology
to create other new molecules, from flesh to nearly indestructible
metals—to new forms of power.
“It is a complete game changer for physical mass and energy on the
planet.”
Companies also should pay attention to deep learning, in which
multiple computers mimic the way the neurons of the brain work.

Two out of three marriages in the
Western world this year will originate
online. And thanks to online dating
algorithms, partners who meet
virtually have an expected divorce rate
approximately 20% less than couples
who meet in the physical world.

This year, 3.5 million children will be
born to parents who met online.

According to the 2016 censuses in
the U.S. and Canada, 40% of adults
in North America live alone, up from
just 4% in 1995, as marriage as an
institution is rewritten.

“We’re probably about a decade away from deep learning
environments being truly involved in our lives where this,” said Brody,
tapping his head, “is no longer the most powerful hard drive on earth.
And it’s a very, very short window to prepare for that.”
One legacy industry’s story: A rewrite of live entertainment
As Chief Innovation Officer at entertainment company AEG Group,
Brody his helping to prepare his company for the day that computers,
not humans, create our entertainment. And one solution for rewriting
live entertainment is the virtual entertainer—even a dead one.
Brody played a video of the Coachella 2012 musical festival
performance by Snoop Dogg and Tupac Shakur, remarkable because
the concert took place 19 years after Tupac’s murder thanks to
advanced three-dimensional technology standing in for the rap legend.
This technology was recently used for Roy Orbison’s sold-out tour
with a live orchestra earlier this year.
“Virtual Roy can work 365 days a year in 30 cities simultaneously.
Doesn’t eat, doesn’t drink, doesn’t sleep, doesn’t have an agent,
doesn’t have a lawyer, doesn’t need green M&Ms in his dressing
room.”

© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. NDPPS 841263

Next up? Amy Winehouse and Whitney Houston.
In another example of the rewrite of entertainment, singer Taryn
Southern recorded her latest album without a single human involved
in writing the lyrics or music. The song Brody played for the audience
was generated based on the genomic music coding patterns of
middle-American teenage girls.

“Legacy businesses and legacy
industries are like cats. You get about
nine lives, depending on the industry
you’re in. In the live entertainment
and in the recording industry, we’re
kind of on life number seven.”

The window for transformation is closing
History tells us that companies have about a 20-year grace period to
adapt to these massive shifts or risk extinction, according to Brody.
“That toe in the water period is over. The best ROI comes from bold
responses—which, unfortunately, most industries are not doing.”
The best approach—alpha modality—is simple to explain but difficult
to do, he said. Companies need to ideate and test new versions of
themselves quickly, without disrupting the successful core businesses
they already have.
Ventures, acquisitions, and partnerships are all ways companies feed
the portfolio, and NASA’s partnership with SpaceX is one example.
The agency struggled to finance and develop rocket projects so it
joined forces with Elon Musk’s aerospace company on the Falcon 9.
Based on the success of the program, NASA is replicating this model
of working with external, nimble organizations for other projects.
John Deere is an alpha modality success story, Brody said. Deere
& Company started as a hand tiller business and bet the farm (so to
speak) on the combustion engine, buying patents and innovating on
new technology that led to the development of the tractor.
Today, John Deere has perhaps the only active fully autonomous
vehicle, a tractor operating on farms all over the world. The AI used to
build the system was developed exclusively by the company.

Our entertainers will become virtual,
as approximately 30% of all live
entertainment revenue by 2030 will
come from performers who are no
longer living.

By the same
timeframe, 15% to
20% of top-40 music
will be produced
through Level 4
automation, without
human involvement
in the composition or
even the performance.

Brody concluded with several tips for approaching transformation
during The Great Rewrite.
First, attract and retain employees with widely diverse backgrounds
and experiences, including what Brody calls organizational behavioral
diversity: companies should build a workforce that includes 20–30
percent employees who have start-up experience.
Companies also should earmark 10 percent of everything they “hold
dear”—resources, energy, capital—for those alpha modalities, and
force 10 percent of new revenue from new products annually.
Lastly, be aware of the arrogance, often found in legacy industries,
that your products and services will always be in demand.
“You must assume that the world doesn’t need you,” he said,
adding that within your company, “someone needs to be responsible
for understanding what the world looks like when your mortality
inevitably comes.”
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That toe in the
water period is
over. The best
ROI comes from
bold responses—
which,
unfortunately,
most industries
are not doing.
—Leonard Brody
Venture capitalist, Author
and Media Commentator
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Energy executive breakfast

Humans be free:
The future of work in
a digital era
As the energy industry incorporates greater innovation,
company leaders are grappling with how to drive the most
value from both talent and technology.
Will new technology eliminate jobs? Enhance our jobs? Or help us all
to work better, faster, and smarter?
These and other questions were addressed by a panel of industry
leaders moderated by Tandra Jackson, Houston Office Managing
Partner, Advisory, for KPMG U.S.
In 2018, humans performed an average of 71 percent of task hours
across 12 industries, including utilities and oil and gas, compared to
29 percent by machines, Jackson said, quoting from a recent report
by the World Economic Forum. But by 2022, the average is expected
to shift to 58 percent of task hours performed by humans, and
47 percent by machines.

Sue Ortenstone

Senior Vice President
& Chief Human
Resources Officer,
CenterPoint Energy

“That’s a huge increase in the amount of activity that is speculated
to be performed by machines,” she said. “How does it reshape
our thinking around what the workplace needs to look like, and our
operating models with respect to work?”
Innovation based on need, not technology for technology’s sake
Miriam Hernandez-Kakol, Principal, Advisory, KPMG U.S., agreed that
innovation is having a tremendous impact on the workplace, including
across the energy sector. Technology has advanced from intelligent
and robotic process automation (RPA) just a few years ago to artificial
intelligence and machine learning today, and it’s being applied from
the back office where it started all the way to the front office.
The decision to introduce automation and other technology was once
driven by the need to simply catch up with competitors, she said. But
not anymore.
“I think now, because technology is so pervasive and it’s changing so
quickly, [adoption] is business-led and people-led. And technology is
more of the enabler.”
Each organization will have different human and technology needs,
that’s why it’s less about forecasting and more about what KPMG
calls workforce shaping, Hernandez-Kakol said.
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Designed to help organizations determine resource strategies,
workforce shaping involves developing scenarios five and 10 years out
according to different macroeconomic settings, and then identifying
which skills are needed to support long-term business goals.
This approach should lead to work environments that appeal to
Millennials, she added as an example. “They definitely want new and
different experiences all the time.”
Convincing a cautious industry
The energy sector is traditionally risk averse, and it looks at technology
through that lens, said Zhanna Golodryga, SVP, Chief Digital and
Administrative Officer at Phillips 66. “That prevents us from
implementing some the innovations, because sometimes we hide
behind safety.”
However, “you can run, but you can’t hide. It’s coming,” she said.
“The world is being disrupted by technology, consumers are being
disrupted, many different industries are being disrupted—so are we.
And I think it’s up to us to lead.”
The energy industry has a lot of assets and people to protect, as
well as the environment, Golodryga said. But not all risks are created
equal. Energy companies need to test proofs of concept, launch pilots
and share results quickly so that the workforce can see the potential
benefits of introducing new technologies.

The world is
being disrupted
by technology,
consumers are
being disrupted,
many different
industries are
being disrupted—
so are we. And I
think it’s up to us
to lead.
—Zhanna Golodryga
SVP, Chief Digital and
Administrative Officer
Phillips 66

Keeping risk management in mind, “what can we do to free our
people from some of the transactional, repetitive tasks?” she asked.
For example, maintenance in the energy sector is time-consuming and
expensive. Through new technology, maintenance has

(From left to right) Miriam Hernandez, U.S. and Global Service Line Leader, Customer &
Operations, KPMG in the U.S., Sue Ortenstone, Senior Vice President & Chief Human
Resources Officer, CenterPoint Energy. Zhanna Golodryga, Senior Vice President,
Chief Digital and Administrative Officer, Phillips 66. Tandra Jackson, Office Managing
Partner, Houston, KPMG in the U.S.
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“As far as automation goes, I do think it’s more exciting
the faster we go, because then we can focus on more
value-added work.”
As a case in point, she outlined a recent project by her
company in which over 2 million smart meters have
been installed to supply buildings in Houston. Between
the smart meters and the use of drones, the utility
has been able to detect and resolve issues faster and
more efficiently. As a result, truck rolls and personnel
requirements are down.
“We can redeploy employees to do more solution-driven
work instead of task-oriented, and go out looking for where
issues are, get to them quicker, and get your house power
back on.”

Miriam Hernandez, U.S. and Global Service Line Leader, Customer &
Operations, KPMG in the U.S.

become more automated and is evolving into predictive
maintenance, such as determining when a piece
of equipment will fail, and ultimately prescriptive
maintenance, with computers suggesting how to keep
the machine running. Not only is downtime reduced,
it’s prevented.
“I think it’s really important to recognize the art of
the possible, and how we’re going to approach this,”
Golodryga said. “The technology exists today, we just
need to continue to explain the benefits to our employees,
our contractors.”
Sue Ortenstone, SVP & Chief Human Resources Officer,
CenterPoint Energy, agreed that the energy industry is
taking a cautious approach to technology adoption, with
certain segments such as utilities moving more slowly
than others.

Tandra Jackson, Office Managing Partner, Houston, KPMG in the U.S.

Change requires leadership
There’s general disagreement about whether technology
will eliminate, create, or enhance jobs, Jackson said.
Golodryga said it will likely be a mix, as certain jobs
disappear while others become “far more rich.”
“I also believe that the human interaction is going to be
far more important than anything that we have ever done
before,” she added. “We’re hiding behind the technology.
And, I believe that, as leaders, we really need to continue
to encourage human interaction, humility, compassion,
continuous feedback, talking to your people, understanding
where they are.”
Every organization will adapt to technology differently
depending on their workforce shaping scenarios,
Hernandez-Kakol reiterated. This makes the job of the HR
professional harder, but ultimately, “I think we can create
many more roles that don’t exist today.”

Zhanna Golodryga, Senior Vice President, Chief Digital and Administrative
Officer, Phillips 66

“HR should help solve problems, but the heart of all this is
leadership,” Ortenstone said. “Innovation comes from the
bottom. You need to empower the employees, especially
in energy, where you have an older leadership team. You
have got to lead different, flatter organizations.… Without
those changes, it won’t happen.”
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What is your reaction to the statistics of 42% of task hours being performed by machines in
the next three years, specifically in the energy sector?

Percent of respondents

Responses: 31

60%
Responses: 12
Responses: 9

23%
a. Agree—allocation of
machine vs. human task
hours feels about right

17%
b. Disagree—expect
% of machine task
hours to be lower

c. Disagree—expect %
of machine task hours
to be higher

Realistically, how quickly do you believe we’ll get to nearly 50% of task hours being
performed by machines, specifically within the energy sector?
Responses: 25

Percent of respondents

51%
Responses: 13
Responses: 11

27%

a. Less than 5 years

22%
b. 5–10 years
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c. Over 10+ years
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GEC by the numbers
The Global Energy Conference (GEC), a top industry event for KPMG, just
concluded its 17th annual event. Each year, senior energy executives and
luminaries gather to share insights and discuss key issues impacting the industry.
This year’s event titled “Thriving in an unpredictable world” taught us how to thrive
in what has become a volatile, unpredictable energy environment.

Over

280

Companies
represented

19

Over
Countries represented

200

Over
Tweets, retweets
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generated

2

Distinguished
keynote
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700
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2

keynotes

Social media impressions

Social media reach

172, 853

1, 672, 415

Using #KPMGGEC

28
Reporters
attending

Check out discussion from
this year’s GEC and look for
info about next year on
Twitter and LinkedIn at
#KPMGGEC

40
9
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and
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*Social media
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June 2 to
June 7
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Save the
Date for the
2020 KPMG
Global Energy
Conference
Wednesday, May 20, 2020
Post Oak Hotel | Houston, TX
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KPMG Global Energy Institute
Launched in 2007, the KPMG Global Energy Institute (GEI) is a worldwide
knowledge-sharing forum on current and emerging industry issues.
This vehicle for accessing thought leadership, events, webcasts, and surveys
about key industry topics and trends provides a way for you to share your
perspectives on the challenges and opportunities facing the energy industry.
read.kpmg.us/gec

The views and opinions expressed herein are those of the interviewees/survey respondents/
authors and do not necessarily represent the views and opinions of KPMG LLP.

kpmg.com/socialmedia

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date
it is received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional
advice after a thorough examination of the particular situation.
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