Shell's LNG strategy:
Overcooked?

sACCR



Executive summary

Shell plc is betting on a future where liquefied natural gas (LNG) plays a major role in the energy mix, particularly in emerging
markets. Already the largest LNG trader in the world, the company has targets to grow its LNG business 20-30% by 2030.

Shell's LNG growth strategy is based on a bullish outlook for LNG demand — one that is far above all the International Energy
Agency’s (IEA) global LNG scenarios, including its highest emissions scenario which would result in 2.4 °C of warming. Whether this
outlier position is a sound basis for a responsible LNG strategy, one that can deliver value for the company as the energy transition
progresses, is tested in this research.

Our analysis finds a range of problems with Shell's LNG Outlook 2024. It appears founded on assumptions that emerging market
policymakers will prioritise capital intensive, imported LNG over cheaper and faster-to-deploy renewables - an unlikely scenario,
unless gas is priced below its lifecycle production cost. It also misinterprets the IEA’s World Energy Outlook and other independent
research in a way that exaggerates the future role of gas and makes its bullish outlook seem more mainstream.

These underlying flaws expose shareholders to the risk of Shell's LNG portfolio eroding shareholder value. We modelled Shell's LNG
market position using Rystad data, finding it to have an unprecedented long LNG position, exposing it to downside risk should LNG
demand, and hence price, fail to meet Shell's expectations.

With serious questions over Shell's bullish LNG outlook, its LNG book appears far from a sure bet.

ACCR | accr.org.au | 2



Contents

Executive summary

Key findings 4

Shell’'s LNG Outlook 2024 5 f

Shell’s financial exposure to LNG 16 b

markets — o
Governance implications 23 . f . = ;v
Appendix 1: Shell's LNG portfolio 29 : by

ACCR | accr.org.au | 3

I\



Key findings

*  Tobe able to compete with renewables in Asian emerging markets, Shell’'s LNG prices would need to be so low that its LNG
portfolio would erode shareholder value. To be competitive, prices would need to drop below S5/MMBtu’, which is significantly
lower than LNG's typical $8/MMBtu lifecycle cost as estimated by the IEA.

«  Shell underestimates competition from renewables - and the extent to which they are cheaper, lower in emissions, more modular
and reduce the risks associated with a dependence on energy imports.

«  Shell's LNG demand outlook significantly exceeds LNG demand in every one of the IEA’s scenarios, including its highest
emissions scenario, the Stated Policies Scenario (STEPS), which would result in 2.4°C of global warming.

+  Shell misinterprets the IEA’s scenarios in a way that makes its Outlook appear closer to a 1.5°C scenario than it actually is, and
cites independent research in a way that appears to overemphasise the role of gas in decarbonising the Chinese steel sector.

«  The misinterpretation of data and flawed assumptions raises major concerns around the oversight of the LNG strategy and the
consequences for potential misallocation of capital. This is compounded by the fact that the remuneration structure is
incentivising volume over value in integrating LNG growth targets this year.

«  Shell has built an unprecedented long LNG position relative to peers. Its production profile and existing contract portfolio leave
Shell with over a billion tonnes of uncontracted LNG between now and 2050. This exposure creates a strong driver for Shell to
lobby to lock-in gas demand in emerging markets, where it gives limited insight into its lobbying activities.

«  This long position exposes Shell to financial risk should LNG demand, and hence price, fail to meet its expectations. We estimate
that the value of Shell's LNG assets drops by $13 billion with each $1/MMBtu reduction in gas price.

1: All currencies are USD unless otherwise stated
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Shell’'s LNG Outlook 2024

Bullish - but is it credible?

sACCR



Shell’'s LNG demand outlook significantly exceeds LNG demand in every one of the IEA's
scenarios - including the Stated Policies Scenario

Shell's forecast LNG demand is higher than demand in
the latest Stated Policies Scenario (STEPS), which:

* isthe IEA’s highest emissions scenario, resulting in
2.4°C of global warming above the pre-industrial era

* reflects a world where further emissions reduction
policies are not implemented, even where countries
have pledged to meet higher targets.

Shell sees LNG demand (midpoint) in 2040 exceeding:
* the NZE by 301%
* the APS by 92%

« the STEPS by 19%.

Shell's LNG demand forecast is much more bullish than the IEA’s?
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Source: Shell LNG Outlook 2024 overlaid with data from IEA World Energy Outlook 2024.
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Shell’s LNG forecast has remained unresponsive to recent dramatic changes in the global

energy market

Over the past four years we've seen:

* unexpectedly steep declines in renewables and
battery prices

* significant medium- and long-term demand
destruction caused by an unprecedented short-
term spike in LNG prices following the Russian
invasion of Ukraine, particularly for SE Asian
customers who were priced out of the market

* nation-states starting to implement the Paris
Agreement’s ‘pledge and review’ mechanism,
which requires countries to increase their
climate ambition over time.

These changes have seen the IEA significantly
reduce projected LNG demand beyond 2030.

But Shell's LNG demand forecast has been
unresponsive to these changes.

Shell's LNG outlook has not materially changed since 2020
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Change in LNG demand between 2020
and 2024 scenario versions (Mtpa)
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Source: Shell's 2020 and 2024 LNG outlooks; IEA 2020 and 2024 World Energy Outlook.
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Shell’s LNG Outlook 2024 misinterprets LNG demand in the IEA’s scenarios

Shell’'s comparison of its Outlook to IEA and Wood Shell’s interpretation overlaid with actual IEA data’
Mackenzie (WM) scenarios
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800 800
600 / 600
400 400
200 200
I [NG supply in operation
1 LNG supply under construction curve
== Deman orecast range
m— WM - NZE
----- IEA- APS
0 ==+ [EA-NZE 0
2020 2025 2030 2035 2040 2020 2025 2030 2035 2040

Source: Shell LNG Outlook 2024; IEA 2023 WEO, extended data set.

1. Slides 6 and 7 refer to the 2024 WEQ, as that is the latest IEA data. This slide refers to the 2023 WEOQ, ACCR | accr.org.au | 8
which is the latest IEA data that was available when Shell published its 2024 LNG Outlook.



Shell’s misinterpretation of the IEA’s data suggests its LNG outlook is closer to a 1.5°C
climate outcome thaniit is

Shell's interpretation of the IEA’'s NZE incorrectly suggests LNG demand will:
* increase between 2025 and 2030
* be about 100% higher in 2040 than the actual IEA data projects.

Shell also marginally overstates LNG demand under the IEA’'s APS.

It's unclear why Shell presented the data this way. But it has the effect of understating how far Shell's
LNG outlook is from the IEA’'s recommended 1.5°C scenario.

Source: Shell LNG Outlook 2024; IEA.
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Shell is betting on LNG demand growth coming from a range of sources - but there are

risks to these projections

According to Shell, changes to the world's LNG demand between
2025 and 2040 will come from:

« emerging markets (75% increase)
« China (18% increase)
« marine (19% increase)

* security-driven - Japan, South Korea and Europe (12% reduction).

We see a range of risks to these projections:

+ Renewables are outcompeting gas power almost everywhere
and price-sensitive Asian consumers will revert to the lowest
cost and lowest emissions sources.

* As gas, particularly LNG, is relatively expensive, it is only
expected to play a balancing role in electricity markets.

» LNG price volatility has created energy insecurity in LNG
importing countries and negatively impacted the reputation of
this energy source's reliability.

Global LNG demand - Shell’s view (mtpa)

800

600
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Source: Shell LNG Outlook 2024.
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Renewables are outcompeting gas power in emerging markets

Shell highlights the growing role for gas in Vietnam, the Philippines, Renewables are outcompeting LNG-sourced power in Vietnam, the
Bangladesh and Thailand by pointing to an almost tripling of Philippines and Thailand?
electricity generation and a recent surge in re-gasification capacity.

I\/Iostzgas used in these countries is for power generation, but by 100
20304

* the cost of building new solar photovoltaics (PV) will be half 80
that of operating existing gas generators

* PV and wind will be cheaper than gas generation on a new 60
build basis.

Renewables can also expand rapidly in emerging markets. For
example, Pakistan imported the PV equivalent to 26% of its
existing grid capacity in the last six months.'

40

Electricity cost ($/MWh)

It is unclear why these countries would expand gas generation 20
with LNG imports when it costs and emits more than
domestically produced renewables.

For LNG to be competitive with PV generation, the cost would have 0 _ _
to have to fall below $5/MMbtu, significantly below its lifecycle LNG LCOE LNG 5_“‘3'"'“‘” Wind onshore PV fixed-axis LCOE
costs. The financial implications of such a price environment for marginal cost LCOE

Shell are explored on slide 21. Source: Bloomberg NEF, ACCR analysis.

1.  Pakistan Sees Solar Boom as Chinese Imports Surge, BNEF Says.
2. Bloomberg NEF. LNG costs have been adjusted to $9/MMBtu, assuming 60% combined cycle gas turbine efficiency. Bloomberg NEF ACCR | accr.org.au | 11
does not provide data for Bangladesh. 2030 data used to reflect lead time for LNG infrastructure and Shell’s long-term LNG portfolio. ) )



https://www.bloomberg.com/news/articles/2024-08-09/pakistan-sees-solar-boom-as-chinese-imports-surge-bnef-says

Shell sees gas switching as a demand driver, but this appears to be overstated

The IEA expects renewables and energy efficiency to replace coal

Gas is expected to play a relatively marginal, balancing role generation in China, with gas generation expected to flatline

in the Chinese energy system (see chart). Chinaiis also

prioritising domestically produced gas and piped gas < STEPS:

imports for energy security reasons. = ——Coal
Natural gas

The relatively high cost of imported gas means there are e e _S\A‘/’i's; i

significant barriers to demand growth elsewhere in Asia, ——Hydro

where gas is also likely to only play a balancing role in energy , Other low-

systems. 7 T PRtk

The Outlook claims LNG demand growth will in part be "

“driven by industrial demand in China". But the Outlook

provides only one example of Chinese industrial demand for 2010 2020 2030

gas — the steel industry — and gas may not play as large a

role in Chinese steel as Shell anticipates (see next SHde). Coal-fired electricity generation is set to decrease from the mid-2020 in the APS

while solar PV capacity grows rapidly and passes 2 500 GW by 2030

1. IEEFA, Shell's latest LNG outlook underestimates barriers to demand growth in Asia. ACCR | accr.org.au | 12


https://ieefa.org/resources/shells-latest-lng-outlook-underestimates-barriers-demand-growth-asia#:%7E:text=Shell%20is%20banking%20on%20China's,peak%20and%20decline%20through%202060.

Shell appears to overstate the role of gas in China’s industrial transition

Shell's 2024 LNG Outlook appears to mislabel
independent research’ on Chinese steel decarbonisation,
to argue that Chinese industry will be a key driver of LNG
demand (see chart).

» Shell’s Outlook:

o relabels “Technology” as “Gas Switching”,
and “Fuel Switching & Electrification & Grid
decarbonisation” as “Electrification”

o adds “gas-supported” labels to Electrification
and Energy Efficiency

« Shell also said the research shows “a huge role for
gas” in decarbonising Chinese steel by 2050.2

* However, the research does not appear to show
gas switching at the level Shell states, nor that
electrification and efficiency will be significantly
supported by increased gas.

Shell seems to mislabel research to favour gas in China's steel decarbonisation

% emissions
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low carbon iron & steel
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Energy Efficiency Energy Efficiency
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CCUS + carbon sinks CCUS + carbon sinks
0 2050 residual emissions 2050 residual emissions

Research Shell

Source: Global Efficiency Intelligence & Lawrence Berkeley National Laboratory, “Net-Zero Roadmap for
China’s Steel Industry”; and Shell 2024 LNG Outlook.

1. Global Efficiency Intelligence & Lawrence Berkeley National Laboratory, Net-Zero Roadmap for China’s Steel Industry.
2. Shell plc LSE:SHEL, Special Call on LNG Outlook, Wednesday, February 14, 2024 2:30 PM GMT, pp.4-5. ACCR !accr.org.au| 13

.payioddns-sen,


https://static1.squarespace.com/static/5877e86f9de4bb8bce72105c/t/6400854fbe41e5254fcfd5c3/1677755746536/China+steel+roadmap-2Mar2023.pdf
https://static1.squarespace.com/static/5877e86f9de4bb8bce72105c/t/6400854fbe41e5254fcfd5c3/1677755746536/China+steel+roadmap-2Mar2023.pdf
https://static1.squarespace.com/static/5877e86f9de4bb8bce72105c/t/6400854fbe41e5254fcfd5c3/1677755746536/China+steel+roadmap-2Mar2023.pdf

Shell suggests long-term LNG contracts are a sign of LNG demand, but many of these
contracts are with portfolio players, not end consumers

Shell's LNG Outlook implies that long-term LNG offtake agreements are a signal of long-term confidence in LNG demand growth as
"buyers pursue long-term supply for energy security”,! but:

« of those LNG contracts extending beyond 2040, about half of the related LNG is being purchased by producers and traders (or
‘portfolio players'), who have no intention of using the LNG.

« Shell itself is the largest LNG purchaser beyond 2040 and it does not consume LNG.

Half of the world’s largest long-term LNG buyers are producers or portfolio players

o
o
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Source: Rystad Energy data, ACCR analysis.

ConocoPhillips
Petronet LNG

1. Shell LNG Outlook 2024, slide 34.
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https://www.shell.com/what-we-do/oil-and-natural-gas/liquefied-natural-gas-lng/lng-outlook-2024/_jcr_content/root/main/section_125126292/promo_copy_copy_copy/links/item0.stream/1709628426006/3a2c1744d8d21d83a1d4bd4e6102dff7c08045f7/master-lng-outlook-2024-march-final.pdf

Energy security concerns erode, rather than support, gas demand

. . 1
Shell's LNG Outlook shows a significant Energy security concerns have eroded gas demand in Japan and Europe

(though diminishing) level of security-driven
LNG demand from developed economies. 400 ‘ ‘ , ,
But these countries have been reducing, not

increasing, their gas consumption in
response to the greatest energy security

shock of recent decades - the Russian
invasion of Ukraine (see chart).

300

More low-carbon energy
would have helped ease the
crisis — and a faster transition
from fossil fuels towards
clean energy represents the

200

LNG demand peaked in Japan 10 years ago?

and may have also recently peaked in 100

Gas consumption in Japan and Europe (MtLNGe)

Furope.3 best way out of it.
While Shell's LNG outlook does predict a 0 Fatih Birol
reduction in security-driven LNG demand, the 2020 2030 2040 2050 Executive Director, IEA, 20224

IEA predicts a much faster decline. — 2021 STEPS= = 2022 STEPS— 2021 APS= = 2022 APS

1. Shell refers to EU, Japan and South Korea as being sources of security-driven demand. Our graph excludes South Korea, since IEA data is

not available. We would not expect the conclusions to change if South Korea were added.

2. IEEFA, Japan's largest LNG buyers have a surplus problem 3. IEEFA, European LNG tracker, September 2024. ACCR | accr.org.au| 15
4. Birol F, Three myths about the global energy crisis, Sep 2022.



https://ieefa.org/resources/japans-largest-lng-buyers-have-surplus-problem
https://ieefa.org/european-lng-tracker-september-2024-update
https://www.ft.com/content/2c133867-7a89-44d0-9594-cab919492777

Shell’s financial exposure to
LNG markets

Shell has built an unprecedented long LNG position.

This leaves it heavily exposed should LNG demand, and
hence price, fail to meet Shell's expectations.

sACCR



While Shell has outperformed the energy sector over the longer term, oil and gas still
underperforms the broader market

The oil and gas sector has
underperformed the market for a
sustained period (see chart).

The exception is the last three years,
when the oil and gas sector was
boosted by supply disruptions resulting
from the Ukraine war.

Shell has outperformed the energy
index over the longer term.

Areturn to focusing on oil and gas
investment may therefore not result in
superior returns, especially with the risk
of the market entering structural
decline.

Oil and gas has underperformed the broader market, except when supported by
increasing oil prices’

400

300

200
) I I
0 ] . N - I

15 year TSR 10 year TSR 5year TSR 3year TSR

@ MSCI World MSCI World Energy @ Shell

Source: Bloomberg Finance LP, Used with permission of Bloomberg Finance LP.

1. Periods refer to financial years finishing on 30 June 2024. Calculated on a USD basis.
Note - All of the MSCI energy sector is oil and gas related sub-industries, except for 0.69%, allocated to ‘coal and consumable fuels’. ACCR | accr.org.au | 17


https://www.msci.com/documents/10199/4436b773-ee19-4bac-8fbf-307d28408ca8

Shell’s LNG infrastructure investments have not always been profitable

Shell's Australian and Canadian LNG facilities have eroded $3.5 billion’

Shell's performance when investing in
LNG facilities is mixed: 4,000

Bubble size = nominal
greenfields capex

» When accounting for country risk,

we find that Shell's LNG assets 2,000 @ Australia
would have eroded value, except for - @ Canada
the strong performance of its Qatari _E ® Egypt
assets. = ‘ Nigeria
« A

» Shell's Australian and Canadian = S; iion Oman
facilities, which make up over 70% Z o000 Peru
of its LNG greenfields capex, have Qatar
eroded value. Trinidad and

-4,000 Tobago

5 10 15
Capacity (Mtpa)
Source: Rystad Energy data, ACCR analysis.

1. NPVs discount Rystad free cash flows (forward case) using a country-adjusted WACC to the FID year of each asset.
Assets with an FID prior to 1990 are excluded. ACCR | accr.org.au | 18



Shell’s financial exposure to LNG prices is expanding significantly

Shell's exposure to LNG prices is increasing Shell's net LNG portfolio is forecast to increase by 50% to 2035’
rapidly because:

. . 80 Mtpa of LNG sales
* its production and long-term purchases

increase by 50% to 2035 60
* the vast majority of its long-term sales 0
contracts expire by 2035.

Uncontracted (pre-FID)

20 Uncontracted (post-

Its current exposure is $13 billion in net present L FID)

value (NPV) for each $1/MMBtu change in LNG

(=]

. 9 Production (pre-FID)
prices. @ Other index
. . : 20
Shell may sign contracts to shift the risk from Henry Hub
gas spot prices to other pricing indices, but: 20 ] @ Oilindexed
) @ Production (post-FID)
* this will not remove pricing risk from
Shell’s portfolio 60
* Shell may not be able to achieve -80Mtpa of LNG production / purchase
favourable terms if the LNG ‘glut’ forecast 2020 2025 2030 2035 2040 2045 2050

by the IEA eventuates.
Source: Rystad Energy data, ACCR analysis.

1. Reflects a net production and trading position. ‘Uncontracted’ may include unannounced contracts, such as short-term contracts, and
regasification capacity positions. Excludes spot purchases. See Appendix 1 for our modelling approach and reconciliation to Shell's data.
2. Assumes a 10% discount rate and 25% tax rate. Applied to LNG sales from 2025 to 2050 that are currently uncontracted. ACCR | accr.org.au | 19



Shell has the world'’s largest uncontracted LNG volume with over a billion tonnes to 2050

Shell’s uncontracted LNG volume is the highest among supermajors’
Shell is more exposed than any other
company to a softer LNG market. A softer
market seems plausible, based on:

= 1,200

1,000

» the IEA’s scenarios 500

 our analysis of BloombergNEF's cost

of electricity supply 600

 the current surge in LNG capacity from 400

projects under development.
200

Uncontracted LNG position 2025-2050 (M

BP
Eni

T
L
75

ExxonMobil
TotalEnergies
ConocoPhillips
Chevron
Equinor

Source: Rystad Energy data, ACCR analysis.

1. 'Uncontracted’ may include unannounced contracts, such as short-term contracts and companies’ regasification capacity positions.
Excludes spot purchases. See Appendix 1 for our modelling approach and reconciliation of Shell's data. ACCR | accr.org.au | 20



Applying more conservative price assumptions would see Shell's LNG assets under
construction destroying value for shareholders

To make LNG cost-competitive with renewables and (?oal n The NPV of Shell's LNG projects under different price
emerging Asia, where Shell sees most future growth, it needs to scenarios 1
be <S5/MMBtu (see slide 9).2 In this price environment, Shell’'s:
« producing assets would have minimal value 30 [
* under construction projects would erode $10 billion
* pre-FID projects would not be sanctioned. 20
Even under Shell's gas price assumption, which is consistent - Bre-FID
with an Asian LNG price of $9/MMBtu,® Shell's LNG assets have = 10
minimal value beyond its operating facilities. a H Under
g construction
0 Producing

Gas-importing emerging and developing economies -10 '

would generally need prices at around USD 3-5/MMBtu

to make gas attractive as a large-scale alternative to Shell assumption Marginal value
renewables and coal, but delivered costs for most new ($9/MMBtu) ($5/MMBtu)
export projects need to average around USD 8/MMBtu
to cover their investments and operation. Source: Rystad Energy data, ACCR analysis.

IEA, 2024 WEO

1. NPVs calculated using the Rystad Upstream Economic Model with country-adjusted WACC. Gas prices modelled by changing the ‘East

Asia LNG’ price. LNG projects include LNG facilities and upstream fields linked to LNG facilities.
2. Calculated using Bloomberg NEF LCOE model data, assuming 60% CCGT efficiency, for Vietnam, the Philippines and Thailand. ACCR 1accrorg.au| 21

3. Shell's $4/MMBtu HH assumption, adjusted for liquefaction, shipping and regasification costs.



Shell’s USA LNG tolling contracts, representing 22% of its portfolio, would erode value
under IEA price projections

Exporting LNG from the US under Shell's Shell’'s LNG Henry Hub contracts would lose money under the IEA’s scenarios
average Henry Hub lifting contract’ has a
negative margin: Pricing as per the IEA STEPS

« under all IEA scenarios? _
; \ Destination
- for any market with pricing disclosed by ~ Europe

the IEA (Japan, China and Europe) 2 \ o
= Japan

Margin for US LNG
exports (S/MMBtu)

« forall future time periods disclosed by

the IEA. 2030 2035 2040 2045 2050
Our model of Shell's portfolio sees it sourcing
22% of its LNG using Henry Hub linked- Pricing as per the IEA APS
contracts between 2025 and 2050. 0
While Shell does not disclose its regional z é 1 = — Dfﬂga“"”
pricing assumptions, it may be banking on 3% k C::ze
larger regional spreads during periods of = @ -2 .
short-term volatility, such as that triggered by g8 apen
the Ukraine war. =3

2030 2035 2040 2045 2050

1. Shell's average Henry Hub contractis 115% of HH pricing, plus a fixed fee of about $2.50/MMBtu. This also assumes average shipping
costs to Asia ($2.63/MMBtu) and Europe ($1/MMBtu). Regasification costs, which would increase losses, are not included. ACCR | r.or | 22
2. |[EA prices have been used for the USA, Europe, China and Japan. The NZE outcome is not graphed, but it also shows a negative margin. accr.org.au



Governance implications

The shortcomings in Shell’'s LNG Outlook raise concerns around governance,
in particular:

« recent changes to Shell’s investment framework, which encourages a less
disciplined approach to capital expenditure

» ashift in the REM policy towards rewarding LNG sales, instead of low-
carbon products sales

« the incentive created by its LNG position for Shell to lobby to entrench
demand in emerging markets, a concern exacerbated by insufficiently
transparent lobbying disclosures.

sACCR



Shell’s investment framework and REM policy raise the risk of capital misallocation

Shell changed its investment framework in 2023
to:
+ lower its hurdle rates for upstream and
integrated gas projects
+ apply a higher gas price assumption than its
peers.

The remuneration policy was changed in 2024 to
now reward LNG liquefaction volumes instead of
lower carbon product sales.

A ‘volumes over value’ approach raises the risk of
capital misallocation.

Of the peers that disclose a gas or LNG hurdle rate, Shell has the lowest

30
@
equinor

r
=1

Gas project hurdle rates %
>

Shell has the highest Henry Hub price assumption among peers
prward 2028 average: $3.65/mmbtu as of 31 Oct 2024

1
0

ConocaPh llips Ex¢onMobil

Implied 2028 gas price (nominal S/mmbtu)

..........

Source: Company FY 2023 reports, ACCR analysis.
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Shell’'s LNG book incentivises it to lobby for LNG demand in emerging markets

Shell’s outlook sees 75% of LNG growth from
2025 to 2040 coming from emerging markets
(excl. China).

« With over a billion tonnes of uncontracted
LNG, Shell's unprecedented exposure to the
LNG market incentivises it to lobby
policymakers to shore up buyers for that
LNG.

» Gas growth relies on emerging markets
making policy decisions to support the
increased use of expensive, imported gas
for power — likely at the expense of cheaper
and more secure renewables.

Shell sees emerging markets driving LNG demand growth from
2025-2040

. -

150

100

50

Change in LNG demand (Mtpa)

o

]
Security driven China Emerging growth Marine
Source: Shell 2024 LNG Outlook, ACCR analysis.
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Shell doesn’t disclose a range of material lobbying in emerging markets

Shell doesn’t disclose associations in emerging markets, and its plans to
« To date, Shell has not disclosed lobbying improve are limited
spend or industry associations outside of a

@ Assessed (advanced) Disclosed, not assessed (advanced) Not disclosed (advanced) Not disclosed (emerging)
feW advanced economies. @® Assessed (emerging) @ Disclosed, not assessed (emerging)
180
» Despite Shell's stated commitment to 160 l
transparency, ACCR research o e ooy o
found' numerous undisclosed associations S 100 =
in emerging markets where Shell is a 2 100 a5+
member and often has leadership roles. < 0
@
» Inresponse to our findings, Shell will E 60
) ) ) . Z a0 60
increase its disclosure of lobbying in a
. . 20
limited number of emerging markets. L
0
Shell assessed 2023 Minimum number of

memberships

Chart: ACCR | Source: Shell reporting and ACCR research — note the right-hand column contains only 38 ‘assessed' (advanced)
because one association Shell assessed, Queensland Resources Council, no longer appears an Shell’s disclosed list

1. ACCR, In the dark: gaps in Shell's climate lobbying disclosures.

ACCR | accr.org.au | 26


https://www.accr.org.au/research/in-the-dark-gaps-in-shell%E2%80%99s-climate-lobbying-disclosures/

Shell is lobbying for LNG demand growth in emerging markets

Shell has influential roles at numerous associations in S/SE Asia that
are lobbying for gas demand

Shell and its industry associations promote MALAYSIAN Greatly overstates the climate
increased, long-term gas use.’ Gas credentials of gas and advocates for
ASSOCIATION gas to play a large, long-term role in
» Shell has promoted increased investment in the energy mix.
extraction and liquefaction projects, longer
term LNG contracts, and the creation of new
Kets | . . F I P I Advocates for lower tax on gas to
LNG markets in emerging economies. stimulate consumption and new LNG

. . . . g markets to help create a ‘gas-based
« Shell is a leading member of influential S -
economy’.

. .. . . deration of Indi leum Industn
industry associations in S/SE Asia whose receraton el fen Fetraieum ety
lobbying for gas risks unsustainable lock-in
of fossil fuel infrastructure and demand. O P E OF PEIROLEUM .
Shell is a member of humerous

Petroleum Institute of Thailand influential associations in SE Asia that
amuudiasiduuukous:=inaAlng
promote long-term demand for gas.

Indonesian Petroleum Association

1. ACCR, In the dark: gaps in Shell's climate lobbying disclosures.
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Shell’s lobbying may increase risk for investors, and threaten a timely and just transition

Shell’s lobbying could limit its ability to meet
commitments to:

* decarbonise its business
» work with its customers to reduce emissions
in line with Paris.

Emerging markets where Shell sees a high
proportion of future production and/or demand
growth generally have a:

* higher corruption risk
* lower climate policy maturity.

The World Bank & UNODC have identified corruption
and energy company influence as risk factors that
may slow climate policy progress in emerging
markets with growing energy demand.

Corruption risk is higher in emerging markets where Shell production is expected

®
@ &
e
‘.
@ ©
+ Bubble size = expected production - .

* Bubble colour = corruption risk
(red is higher risk, green is lower)

0 I I 100

Chart: ACCR | Source: Rystad Energy (UCube, expected production), Transparency International (2023 Corruption Perceptions Index)
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Appendix 1: Shell’'s LNG
portfolio
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How we modelled a company’s LNG portfolio

Other LNG
purchase
HH LNG

tolling

L Equity LNG production

HH gas
production

LNG sales
contracts

(for Shell: Gorgon, LNG
Canada, Prelude)

LNG JV
. contracts
JV production
(for Shell: Atlantic, Brunei,
Egyptian, NLNG, NWS, Oman,

Peru, Qatar, QCLNG, Sakhalin)

Rystad data

We have not modelled SPOT purchases, or the use of regasification capacity. . ACCR | accr.org.au | 30



Shell has additional exposure to JCC and Brent that is not publicly known

We reconciled our model against Shell's
disclosed price sensitivity to Brent and JCC
indexes for 2022 and 2023 for the Integrated
Gas segment.

Based on Rystad production and contract data,
we can account for 66% of the price sensitivity.

This implies an additional 22Mt of LNG exposed
to these indices which is equivalent to half of the
‘uncontracted’ volumes in Shell’s portfolio for
those years.

If the discrepancy is described by short term
contracts, then this is unlikely to impact our
longer term analysis.

Rystad data implies that Shell has additional contracts indexed to JCC and Brent that

is not publicly available

CFFOQ sensitivity to $10/bbl oil price change

1,500

1,000

500

Brent 2022

JCC 2022

Brent 2023

Short term contracts (by difference)
@ Long term contracts
@ Liquids production

Disclosed by Shell

JCC 2023
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Copyright

Any and all of the content presented in this report is, unless explicitly stated otherwise, subject to a copyright held by the ACCR. No reproduction is permitted without the prior written permission of
ACCR.

Rystad data

This report includes references to Rystad Energy data. Rystad Energy has only delivered asset level data and the model to calculate asset net present value. Rystad is not responsible for any
conclusions drawn from the data. ACCR retains responsibility for any subsequent assumptions or errors.

No distribution where licence would be required

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or would subject ACCR to any registration or licensing
requirement within such jurisdiction. By accepting this document, the recipient will be deemed to represent that they possess, either individually or through their advisers, sufficient investment
expertise to understand the risks involved in any purchase or sale of any financial instruments discussed herein.

Nature of information

None of ACCR, its officers, agents, representatives or and employees holds an Australian Financial Services Licence (AFSL), and none of them purports to give advice or operate in any way in
contravention of the relevant financial services laws. ACCR, its officers, agents, representatives and employees exclude liability whatsoever in negligence or otherwise, for any loss or damage
relating to this document or its publications to the full extent permitted by law.

This document has been prepared as information or education only without consideration of any user's specific investment objectives, personal financial situation or needs. It is not professional
advice or recommendations (including financial, legal or other professional advice); it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate
in any particular trading strategy. Because of this, no reader should rely upon the information and/or recommendations contained in this document. Users should, before acting on any information
contained herein, consider the appropriateness of the information, having regard to their objectives, financial situation and needs. It is your responsibility to obtain appropriate advice suitable to
your particular circumstances from a qualified professional before acting or omitting to act based on any information obtained on or through the report. By receiving this document, the recipient
acknowledges and agrees with the intended purpose described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise
purports to meet the investment objectives of the recipient.

No representation is made that any estimated returns in this document will be achieved, or that all (or any) assumptions in achieving these returns have been considered or stated. It should not be
assumed that any of the securities transactions or holdings referenced in this document were, or will prove to be, profitable, or that any future investment decisions will be profitable, or will be
comparable to the investment performance of the securities or strategies discussed in this document. Past performance of any investment is not indicative, or a guarantee, of future results.
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Forward looking statements

Certain information constitutes “forward-looking statements”, which can be identified by the use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”,
“estimate”, “intend”, “continue” or “believe”, or the negatives thereof or other variations thereon or comparable terminology. The projected results and statements contained in this document that are not historical
facts are based on current expectations and assumptions and involve risks, uncertainties and other factors that may cause actual results, performance or achievements to be materially different from any future
results, performance or achievements expressed or implied by such projected results and statements. Assumptions relating to the foregoing involve judgments with respect to, among other things, future

economic, competitive and market conditions and future business decisions, all of which are difficult or impossible to predict accurately and many of which are beyond the control of ACCR.
Information not complete or accurate

The information contained in this report has been prepared based on material gathered through a detailed industry analysis and other sources and although the findings in this report are based on a qualitative
study no warranty is made as to completeness, accuracy or reliability of fact in relation to the statements and representations made by or the information and documentation provided by parties consulted as part
of the process.

The sources of the information provided are indicated in the report and ACCR has not sought to independently verify these sources unless it has stated that it has done so. ACCR is not under any obligation in any
circumstance to update this report in either oral or written form for events occurring after the report has been issued. The report is intended to provide an overview of the current state of the relevant industry or
practice.

This report focuses on climate related matters and does not purport to consider other or all relevant environmental, social and governance issues.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. ACCR does not represent that any transaction can or
could have been affected at those prices, and any prices do not necessarily reflect ACCR’s internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different
assumptions by ACCR or any other source may yield substantially different results.

Conflicts of Interest

ACCR provides independent reports on companies’ environmental, social and governance practices. ACCR, its members, employees and affiliates may have a long position in securities discussed in this document.
ACCR intend to continue trading in these securities and may at any time be long these securities (or any other securities of the same issuer) or any related investments, regardless of the position or views
expressed in this document.

Links to Other Websites

This document may contain links to other websites not owned or controlled by the ACCR and ACCR assumes no responsibility for the content or general practices of any of these third party websites and/or
services whose terms and conditions and privacy policy should be read should you access a website as a result of following a link cited in this report.
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About Us - / f g
ACCR is a multidisciplinary organisation with . - g
expertise in shareholder strategy, equities analysis, V4
climate science and legal risk. Our focus is enabling _%\ =~ % %
investors to escalate their engagements with major, <
heavy-emitting listed companies in their portfolios, S >

as a tool for managing physical climate risk.
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