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All eyes will be on Shell’s latest LNG Outlook when it’s released next week,
as the company faces growing scrutiny around its LNG growth strategy.

Shell’s 2025 LNG Outlook is set to be released next week, coming as the company faces growing
scrutiny from investors - including a shareholder resolution - around the assumptions used by the
company to underpin its liquefied natural gas (LNG) growth strategy.

Shell expects to grow its LNG business 20-30% by 2030, with LNG projected to account for nearly
one-third of the company’s upstream hydrocarbon production by the end of the decade.

Our research shows that Shell’s previous LNG Outlook was a shaky foundation for this growth
strategy, with a bullish outlook for future LNG demand which exceeded all of the International
Energy Agency’s (IEA) global LNG forecasts.

Further, ACCR and institutional investors - including Brunel Pension Partnership, Greater
Manchester Pension Fund and Merseyside Pension Fund - have filed a shareholder resolution with
Shell, asking it to justify the assumptions behind its LNG growth strategy and explain how this is
consistent with its climate commitments.

While we will thoroughly review the 2025 LNG Outlook and release our full analysis in March,
ahead of its release, we have identified three key areas where Shell can provide greater clarity for
investors.

1. Financial risk exposure

As outlined in our research, “Shell’s LNG strategy: Overcooked?”, Shell has bet on a future where
LNG plays a major role in the energy mix, particularly emerging markets, exposing shareholders to
a range of financial risks:

e Shell has built an unprecedented long LNG position relative to peers. Its production profile
and existing contract portfolio leaves it with over one billion tonnes of uncontracted LNG
between now and 2050, leaving it heavily exposed should LNG demand, and hence price,
fail to meet its expectations.

e Should prices fall, we estimate that the value of Shell’s LNG assets drop by $13 billion with
each $1/MMBtu reduction in gas price.

e Shell’s exposure to spot LNG prices is increasing rapidly, because while its production and
long-term purchases are projected to increase by 50% to 2035, most of its long-term sales
contracts also expire by 2035.

e Even if Shell signs contracts to shift the risk from gas spot prices to other pricing indices, a
pricing risk remains, meaning that Shell may not access favourable terms in an LNG supply
glut.
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Under all IEA price predictions, Shell’s USA LNG tolling contracts - 22% of its portfolio -
would erode shareholder value.

Key stewardship considerations for investors

1.

Can investors treat Shell’s Outlook as wholly objective, considering Shell has more LNG to
sell than any other independent oil and gas company?

How will the company protect long-term value if prices fall when the imminent LNG supply
wave comes online?

How does Shell expect LNG to compete with the cost of coal and renewables in price-
sensitive markets while also delivering attractive prices for Shell’s uncontracted portfolio?

2. Soundness of demand predictions in LNG Outlook

Shell’s LNG forecast has remained unresponsive to dramatic changes in the global energy
market over the past four years. Shell’s outlook has not materially changed since 2020,
despite massive declines in the price of renewables and batteries, and unprecedented
short-term spikes in LNG prices causing medium- and long-term demand destruction.

Shell’s LNG Outlook 2024 appears to misinterpret the IEA’s scenarios in a way that makes
its outlook appear closer to a 1.5°C scenario than it is. Shell’s interpretation suggests LNG
demand will be about 100% higher in 2040 than the actual IEA data projects.

The LNG Outlook 2024 also overstates the role of gas in China’s industrial transition by
mislabelling independent research on Chinese steel decarbonisation.

Shell underestimates competition from renewables, which are already outcompeting gas
power in some emerging markets. According to Bloomberg NEF, the cost of building new
solar photovoltaic (PV) will be half that of operating existing gas generators by 2030.

Key stewardship considerations for investors

1.

Does the apparent misrepresentation of data in the 2024 LNG Outlook damage Shell’s
credibility as a reliable commentator?

Why has the company been so muted when responding to changes in energy markets that
have led to demand destruction (such as the accelerated deployment of renewables, or the
tainted reputation of LNG as an affordable and/or reliable fuel in South-East Asia)?

Why does Shell’s forecast differ from those put out by the IEA so significantly? Can these
changes be explained by the company?

3. Consistency between LNG growth strategy and climate commitments

Shell’s forecast LNG demand is higher than every IEA scenario. Shell expects demand to
be:

o 301% higher than the NZE scenario
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o 92% higher than the APS
o 19% higher than the STEPS - a scenario which results in 2.4°C of warming.

e Shell is targeting growth ranges of 20-30% for its LNG business and 25-30% for its LNG
liquefaction capacity by 2030, despite LNG’s relatively high lifecycle emissions and an
imminent supply glut.

Key stewardship considerations for investors
1. What are the lifecycle emissions related to the LNG portfolio from 2025 to 20507 How is
Shell planning on reducing these emissions through to 20507

2. With the company ‘retiring’ its 2035 target and providing little clarity on its strategy from
2030 to 2050, how will Shell ensure strategic consistency with the goals of the Paris
Agreement?

3. Does the company consider LNG to be a low-carbon fuel? What evidence does Shell have
that LNG is not crowding out faster renewable deployment?
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Disclaimer

This document has been prepared by the Australasian Centre for Corporate Responsibility Inc. (ACCR).
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.

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.

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.
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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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