Investor Briefing: Shell’s
gamble on gas

:
Updated research and analysis ahead of Shell’s 2025 AGM
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Executive summary

Shell plc is advancing its LNG growth strategy - betting on a future where liquefied natural gas (LNG) plays a major role in the
energy mix, particularly in emerging markets.

However, with more than 1.4 billion tonnes of uncontracted LNG - more than any other independent oil and gas company - Shell
is exposed to major risks should demand, and hence price, fail to meet its expectations. Additionally, it is not clear how Shell’s
LNG growth ambitions reconcile with its climate commitments, including its target to reach net zero emissions by 2050.

The veracity of Shell’s LNG strategy and the bullish demand forecasts that underpin it have been questioned by previous
research,’ and are the subject of a shareholder resolution filed by institutional investors ahead of the 2025 AGM. The resolution
asks Shell to disclose how its LNG production and sales targets, demand forecasts and new capex are consistent with its climate
commitments.

Whether Shell’s bullish position on LNG demand is a sound basis for a responsible LNG strategy is under scrutiny - yet the
company’s LNG Outlook 2025 does not sufficiently justify its LNG growth strategy or explain why it takes such an outlier position
on demand. It is concerning that Shell’s LNG forecast has remained unresponsive to major shifts in the global energy market over
recent years - changes which will likely reduce long-term demand.

Investors require confidence that Shell's strategy is resilient through the energy transition. However, the company has yet to
deliver.

: _ 5
1. ACCR, 2024, Shell’s LNG strategy: Overcooked? ACCR | accr.org.au |2


https://www.accr.org.au/downloads/121124_shelllngstrategy_overcooked.pdf
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Key findings
» Shell has more uncontracted LNG than any other independent oil and gas company, exposing it to major risks in a lower
price environment.

« If LNG was priced competitively with renewables in developing markets, the Net Present Value (NPV) of Shell’s LNG
assets would be -$10 billion," which is $90 billion less than their NPV under Rystad’s central price assumptions. The NPV
of Shell’s LNG assets falls by $14 billion with each $1/MBtu reduction in LNG prices.

» Shell’s 2025 LNG demand outlook overshoots all IEA scenarios and is 21% higher than STEPS - a scenario which
assumes that no further emissions reduction policies will be implemented between now and 2050.

« Shell’s outlook for LNG has remained unresponsive to dramatic changes in energy markets over recent years that will
likely reduce LNG demand.

* On Shell’s Capital Markets Day, the company produced a graph showing the position of its under-construction LNG
assets on a global cost curve in a way that overstates its cost competitiveness.

» Shell’s LNG Outlook 2025 provides nearly no insight into bulk LNG demand beyond 2025, except for assertions of LNG
demand by sector and a list of “demand drivers”. Each of these drivers are contestable and the Outlook itself doesn’t
provide sufficient information to substantiate its bullish forecast.

« Shell has not explained how its climate commitments are achievable given its LNG growth strategy.

1. All $ currencies are USD unless otherwise stated. ACCR | acer org.au | 4



It is unclear how Shell reconciles its LNG growth strategy with its climate commitments

Shell’s LNG growth ambitions: Shell’s climate commitments:

» 25-30% growth in liquefaction capacity.! * Net zero by 2050 - which “supports the more

- Growing sales by 4-5% a year through to 2030.2 ambitious goal of the Paris Agreement” [1.5°C of

' warming].

In December 2024, it acquired a 50% stake in . 15-20% NCI reduction by 2030.

Argentina LNG, increasing its pre-FID uncontracted

LNG exposure by over 100Mt of LNG to 2050. « Shell sees LNG as “a critical fuel in the energy
transition” and that “supplying LNG will be the

Shell's annual directors' bonus incentivises LNG biggest contribution [it] makes to the energy

e wa
volume growth. transition.

We want to become the world’s leading integrated gas and LNG business
and the most customer-focused energy marketer and trader, while
sustaining a material level of liquids production.?3

Shell 2023 Capital Markets Day, p. 26.

Shell 2025 Capital Markets Day, p. 26. ACCR | accr.org.au | 5
Shell Energy Transition Strategy 2024, p. 3.

Shell Annual Report and Accounts 2024, p. 4.
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The financial risks of Shell's
LNG strategy

» Shell has built an unprecedented long LNG position — leaving it
heavily exposed to a lower price environment

» The company’s main disclosure of LNG pricing risks uses an ,
accounting metric that isn’t designedto assess value at risk { o




If LNG was priced competitively against renewables in the emerging markets where Shell
forecasts the bulk of demand, its LNG assets would have negative NPV

Shell expects 80% of increased LNG demand to come from Asia.

For LNG to be cost-competitive with renewables in Asia, it needs to
be <$5/MBtu (see slide 25).2 In this price environment, Shell’s:

« producing assets would have minimal value

+ under-construction projects would erode $3.9 billion

« pre-FID projects sanctioned under the Shell price assumption
and hurdle rate would erode $12.8 billion.

If East Asian LNG was priced at $5/MBtu, the Net Present Value
(NPV) of Shell’s assets would fall by $90 billion, relative to a
scenario using Rystad’s base price assumptions.

Gas-importing emerging and developing economies would
generally need prices at around USD 3-5/MBtu to make
gas attractive as a large-scale alternative to renewables
and coal, but delivered costs for most new export projects
need to average around USD 8/MBtu to cover their

investments and operation.
IEA, 2024 WEO

The NPV of Shell’s LNG projects under different scenarios!

80

60

40

USD billion

20

0 D

Pre-FID
® Under construction
m Producing

$5 East Asia LNG Rystad Base Case

Price deck

Source: Rystad Energy data, ACCR analysis

1.

2.

NPVs calculated using the Rystad Upstream Economic Model with discount rates adjusted for country risk. This is updated from our previous analysis

and includes an updated valuation date and Rystad data.
Calculated using BloombergNEF LCOE model data, assuming 50% CCGT efficiency.

AC C R | accr.org.au| 7



Shell has not disclosed a valuation sensitivity to low LNG prices; its impairment sensitivity

understates the NPV impact

Investors need to see the value at risk for different pricing
scenarios in Shell's LNG portfolio because this is material to
their understanding of the company’s LNG strategy.

Shell has done an impairment sensitivity' that estimates
potential losses of $21-27 billion to its Integrated Gas
business under the IEA’s NZE scenario.

This sensitivity analysis structurally understates the risk to
shareholder value because it:

» assesses only the potential reduction in book value of an
asset without reflecting the NPV of an asset above its
book value

« only applies to capitalised costs and ignores future
investments, therefore cannot capture increased
exposure to low prices from Shell’s growth ambitions.

A more detailed reconciliation between ACCR’s valuation
sensitivity and Shell’s NZE impairment disclosure is in
Appendix 1.

Impairments structurally understate risk to shareholder value

NPV from pre-FID assets .
Valuation loss

(e.g. slide 7, ~$90 bn)
NPV of sanctioned

assets above book
value

Impairment loss
(e.g. Shell’s Note 4,' ~$24 bn)

Book value
(cost basis)

NPV (reference) NPV (lower price)

Recoverable value

1. Note 4 of Shell’s 2024 Annual report, p. 259.

ACCR | accr.org.au| 8



Shell has more uncontracted LNG than any other independent oil and gas company, exposing
it to major risks in a lower price environment

Shell has over 1.4 billion tonnes of uncontracted LNG - more than any other
Over the past year, Shell’s independent oil and gas company’

uncontracted LNG position from
2025 to 2050 has increased by 190
Mt. This is largely due to:

1,600

1,200
* its acquisition of Argentina LNG

800

400III
; ...--

* signing 80 Mt of long-term LNG
purchase contracts, but just
40 Mt of long-term sales
contracts.

Uncontracted LNG from 2025-2050 (Mt)

For every $1/MBtu drop in LNG = = 2 2 C S
O

- . £ o ‘5 = = £
price, Shell’s portfolio loses $14 7 = = z % =1
orps L = S c S ) w

billion in NPV.2 % = g

= O

Source: Rystad Energy data, ACCR analysis
1. Analysis excludes spot purchases and unannounced contracts, such as short-term contracts and regasification capacity positions.
See ACCR, 2024, Shell’s LNG strategy: Overcooked?, Appendix 1 for our modelling approach and reconciliation of Shell’s data. ACCR | accr.org.au | 9

2. Assumes no change to other gas market prices.


https://www.accr.org.au/downloads/121124_shelllngstrategy_overcooked.pdf

Shell’s already large exposure to LNG spot prices is forecast to further increase

Shell’s exposure to LNG spot prices is still

) ; Shell’s uncontracted volume increases by 177% from 2025 to 2035’
increasing because:

e  its uncontracted volume increases by 100 million tonnes of LNG sales
177% from 2025 to 2035

v
*  the majority of its long-term sales . ,
contracts expire by 2035 50 7 %
. it continues to allocate capex to new LNG

¥ Uncontracted (pre-FID)

infrastructure. m Uncontracted (post-FID)
: : , m Other ind
Shell may sign contracts to shift the risk from o erindex
gas spot prices to pricing indices, but: Henry Hub
Oil indexed

# Production (pre-FID)

o

® Production (post-FID)

*  this will not remove pricing risk from
Shell’s portfolio, because contracts are E—
rarely fixed price 5 l l !
7
*  Shell may not be able to achieve ’

favourable terms if the LNG glut forecast

by the IEA and BloombergNEF
eventuates. -100 million tonnes of LNG production or purchases

2020 2025 2030 2035 2040 2045 2050

Source: Rystad Energy data, ACCR analysis

1. Reflects a total production and trading position. Analysis excludes spot purchases and unannounced contracts, such as short-term contracts and
regasification capacity positions. See ACCR, 2024, Shell’s LNG strategy: Overcooked?, Appendix 1 for our modelling approach and reconciliation of ACCR
Shell’s data. | accr.org.au| 10



https://www.accr.org.au/downloads/121124_shelllngstrategy_overcooked.pdf

Cost advantaged?

« On Shell’s Capital Markets Day, the company produced a graph showing
the position of its under-construction LNG assets on a global cost curve in
a way that overstates its cost competitiveness.
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Shell’s presentation of its LNG growth portfolio overstates its cost competitiveness

At its 2025 Capital Markets Day, Shell produced a graph showing the position of its under-
construction LNG assets on a global cost curve. This graph depicts Shell as highly cost-competitive.

The primary problem with this depiction is that 75% of Shell’s included projects are backfills,' but
these are not shown for the rest of the market, which also have backfills. In colloquial terms, this is
like comparing cheap apples with expensive oranges. Because it is cheaper to build part of an LNG
facility, rather than a whole LNG facility, it is no surprise that Shell looks so competitive compared to
the market.

Other issues with the graph include:

Unlike typical cost curves, the graph doesn’t show each project's capacity.? Shell’s average cost is
$6.76/MBtu when the same weight is given to each facility, but $7.28/MBtu when weighted by
capacity and $8.70/MBtu when also including its long-term Henry Hub contracts.

The graph implies that Shell isn’t exposed to US LNG, but it has more long-term® US Henry Hub
offtake contracts than:

* any other company
* it has LNG capacity under construction.

Under Shell’s price deck, its contracts average $9.91/MBtu when delivered to Japan.

Shell could have used a more representative benchmark. The cost of US Gulf Coast facilities is
presented as the benchmark, but these make up ~30% of under-construction LNG capacity. A
more representative benchmark would be the average of all under-construction LNG facilities,
which is $7.82/MBtu - more than half of Shell’s under-construction LNG capacity is more
expensive than this.

Shell uses internal data for its projects, but third-party data for competitors’ projects. While Shell
has more specific information about its projects, oil and gas projects exceed budgets by 34% on
average,” so third-party data may still be more reliable. In either case, data comparability is
reduced when mixing datasets.

Shell’s graph from its Capital Markets Day®
Strengthening portfolio with cost

competitive supply additions?
LNG Delivered Cost Tokyo Bay ($/mmBtu)

Shell

Average delivered cost (US Gulf Coast exports)

Non-Shell

. A backfill provides new gas supply for an LNG facility that has spare capacity. They are LNG expansion) and smaller stakes in the cheaper projects (Qatar LNG expansions).
typically low-cost because they don’t incur the costs of building liquefaction equipment. 3. Shell’s HH contracts remain at 14.1 Mtpa until they start expiring from 2035.

2. Shell doesn’t indicate its stake in each project, but of its four under-construction LNG 4. Flyvbjerg and Gardner, How big things get done, 2023, p. 216.
facilities, it has larger stakes in the more expensive projects (LNG Canada and Nigeria 5. Shell, Capital Markets Day, March 2025, slide 27.

AC C R | accr.org.au | 12



Remodelling the cost curve of Shell’s under-construction LNG assets gives a more sobering view
of its relative cost position

To visualise the competitiveness of Shell’s LNG growth Our view of Shell’s under-construction projects on the LNG cost curve

portfolio we built a global cost curve of under- 16 - _
[ shell share of project

construction LNG facilities. Our model: [ Non-Shell share of project
« removes Shell’s 12 backfill projects to be consistent 14 - =) shellUs Hi offtake
with how the LNG portfolio of Shell’s competitors is

shown. 12 -

Shell US HH offtake

LNG Canada

10 - Ruwais LNG
MLNG 7+

« changes the width of each projects’ column to
reflect its capacity, as per a typical cost curve.

» splits Shell’s share of each project into its own
labelled column, so it’s clear how much capacity
Shell is delivering at each price point.

« adds Shell’s US Henry Hub offtake contracts, using
its Henry Hub price assumption. While we have not
done this for peers, we think it is relevant
considering Shell’s focus on the cost of US LNG in
its material.

sk = = Global average

Qatar Gas T12-13 ]
6 -

Qatar Gas T8-11

4-_

Breakeven price delivered to Japan (USD/MMBtu)

» adds the average price of all under-construction o
projects as the benchmark, as well as Shell’s 0 50 100 150 200

average portfolio price. Capacity {mtpa)
Source: Rystad Energy data, Shell 2024 data book, ACCR analysis

AC C R | accr.org.au | 13



Shell's bullish demand
forecast

* Shell's LNG demand outlook overshoots all IEA scenarios and is.21% higher
than STEPS, which assumes that no further emissions reduction policies
will be implemented.

* The company’s LNG outlook has remained unresponsive to dramatic | o=
changes in energy markets over recent years — despite developments that
will likely reduce demand.




Shell’s LNG demand outlook significantly exceeds LNG demand in every one of the IEA’s
scenarios — including the Stated Policies Scenario (STEPS)

Shell’s forecasts for LNG demand in its LNG Outlook
2025 are:

*  21%higher than STEPS, which is the IEA’s highest
emissions scenario, resulting in 2.4°C warming.
This reflects a world where further emissions
reduction policies are not implemented between
nO\é’V and 2050, even where countries have pledged
to do so.

* 96% above the APS (Announced Pledges Scenario)
« 310% above the NZE (Net Zero Emissions) scenario

* incrementally higher than its 2024 Outlook, across
all time frames

 based on a Wood Mackenzie scenario that results
in 2.56°C of climate change.

Shell’s LNG Outlook 2024 misinterpreted LNG demand
in the IEA’s NZE, with the effect of showing its LNG
outlook to be closer to a 1.5°C climate outcome than it
is.! Subsequently, Shell removed any reference to the
IEA’s scenarios from its 2025 Outlook.

Shell’s LNG demand forecast is much more bullish than the IEA’s

800
700
600
500 IEA: NZE
400 m |EA: APS

= |[EA: STEPS

LNG Mtpa

300
= e Shell 24 Qutlook
200

100

0

wﬁ“"'f@"’"n_,a"'b ﬂprﬂ R O g R g a@ RO

B LNG supply in operation O LNG supply under construction

H Demand forecast range

Source: Shell 2024 & 2025 LNG Outlook, IEA World Energy Outlook (WEQ) 2024

1. ACCR, 2024, Shell’s LNG strategy: Overcooked?

ACCR | accr.org.au | 15


https://www.accr.org.au/downloads/121124_shelllngstrategy_overcooked.pdf

Shell’s LNG forecast has remained unresponsive to dramatic changes in the global energy market
over multiple years — despite developments that will likely reduce long-term demand

Over the past four years we’ve seen several changes
to the gas market that will likely reduce long-term
demand:

Unexpectedly steep declines in price for
renewables and batteries.

Significant medium and long-term demand
destruction caused by the short-term LNG
price spike following the Russian invasion of
Ukraine, particularly for SE Asian customers
who were priced out of the market.

Countries 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 relatively
unresponsive to these changes.

Shell’s long-term LNG projections have not materially changed since 2020

100

50

o

2 Shell (2025)
m Shell (2024)
m |[EA: STEPS (2024)

-50 m IEA: APS (2024)

-100

Change in LNG demand since 2020 (Mtpa)

-150

2030 2035 2040

Source: Shell’s 2020, 2024 & 2025 LNG outlooks; IEA 2020 & 2024 WEO

AC C R | accr.org.au | 16



In the IEA’s scenarios, fossil fuel consumption typically decreases with each new World Energy
Outlook (WEO)

Shell is forecasting a future with more LNG consumption than the IEA’s STEPS, but the world’s fossil fuel trajectory has headed
in the opposite direction for several years, while forecasts for renewables have increased.

If Shell thinks countries are reneging, or will renege, on existing climate policies, it should be able to explain what these are and
reconcile how its outlook is different to STEPS.

Projected gas use has declined in each successive WEO Projected PV capacity has increased in each successive WEO
180 20,000
n
/:‘ Q.
LLl L
@ 7
2 160 c 15000
S WEOQ24 2
S —WE023 S
S /\/ S 210,000
§ WEO22 2=
o
§ ——WEO21 =
20120 £ 5,000
@© Q0
2 o
G & .
100
2010 2020 2030 2040 2050 2010 2020 2030 2040 2050
Source: Extended datasets from WEO 2021 through to WEO 2024, interpolated with CAGR Source: Extended datasets from WEO 2021 through to WEO 2024

AC C R | accr.org.au | 17



Other organisations are forecasting an LNG surplus later in the decade

The IEA sees an LNG glut emerging from the mid-2020s

7«

STEPS

LNG capacity
under construction

Existing
LNG capacity

NZE

2015 2020 2025 2030 2035 2040 2045 2050

IEA. CC BY 4.0.

There is additional surplus of around 130 becm of LNG by 2030 in the STEPS based on current
project announcements; this surplus declines after 2030 as LNG capacity reduces

Source: IEA, 2024 World Energy Outlook, p. 180

Bloomberg sees an LNG glut emerging from 2027

Million metric tons
700
600 Supply from operational

and under-construction

500 projects

400
300
200

100

2018 2020 2022

Forecast

2024

2026

Expected supply
Demand

Mainland

Japan, South
Korea, Taiwan

|
|
|
|
|
|
|
|
|
|
Southeast Asia :
|
|
|
|
|
|
|
|
|
|

2028 2030

Source: Bloomberg Finance LP, 2024 Global LNG Market Outlook, Used

with permission of Bloomberg Finance LP

ACCR | accr.org.au | 18



Shell’s LNG Outlook 2025

* As with the previous years’ Outlook, Shell’s LNG Outlook 2025 fails to
sufficiently justify its LNG growth strategy

* While the company cites a number of key 'demand drivers’, it does not ,
substantiate how they influence LNG demand, or why Shell takes such an | o=
outlier position on LNG demand




Given Shell’s LNG ambitions and its outlier position on demand, investors need to be able to
determine if its growth strategy is resilient - the LNG Outlook 2025 fails to offer this insight

Previous analysis found a range of problems with Shell’s LNG Outlook 2024."The Outlook 2025 neither responds to
these issues? nor substantiates its bullish long-term LNG demand outlook.

The LNG Outlook 2025 offers What investors need instead:
interesting insights into:

convincing explanations of how identified 'demand
- changes in regional gas consumption in drivers' will grow LNG demand by 60% by 2040

selected markets for 2024 * insights into LNG demand beyond 2025 and especially

« expected growth of niche LNG beyond 2030

applications to 2030 (e.g. LNG trucks) « an understanding of the financial risk Shell faces

. delays to LNG projects that are currently should LNG demand fail to live up to Shell’s
under construction. expectations

* areconciliation of Shell’s climate ambitions with its
LNG growth ambitions.

1. Including our research, Shell’s LNG strategy: Overcooked?
2. Appendix 2 shows that Shell has not responded to any of our criticisms of its 2024 LNG Outlook. ACCR | accr.org.au | 20



https://www.accr.org.au/downloads/121124_shelllngstrategy_overcooked.pdf

Shell does not sufficiently justify how ‘demand drivers’ will increase LNG demand to 2040

Natural gas demand 2024-2040
BCM

5,000

4,500 -

4,000 -

3,500

3,000

Source: Shell LNG Outlook 2025, slide 5

In addition to the segments shown in the chart, Shell cites a
range of LNG 'demand drivers":!

Traditional biomass, oil and coal use fall
Gas switching in power sector

Increase in gases for transport

Data centres and Al

Low-carbon gases

Asian economic growth?

But Shell provides little to no evidence to explain how these
drivers increase demand.

Much more focus is on applications in the least material
segments, e.g. LNG trucks.

1. For a more detailed analysis of Shell's demand drivers, see slide Appendix 3.

2. Shell LNG Outlook 2025 Media Release.

AC C R | accr.org.au | 21


https://www.shell.com/news-and-insights/newsroom/news-and-media-releases/2025/lng-demand-expected-rise-by-sixty-percent-by-2040.html

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

Shell’s 2024 and 2025 LNG Outlooks present long term LNG contract data, but these are not necessarily a sign of long-term LNG demand, because:

« producers and traders (or 'portfolio players') are increasingly engaging in long-term Sales and Purchase Agreements (SPA’s). Of those LNG
contracts extending beyond 2030, about half of the related LNG is being purchased by portfolio players, who have no intention of using the LNG

* Shell, itself, is the largest LNG purchaser beyond 2030 and it does not consume material amounts of LNG.

Almost half of the world’s largest long-term LNG buyers are portfolio players (producers and/or traders)

6,000
s
= 5,000
(6]
F T
“E’ 4,000
(9]
=
8 3,000
()
=2
- 2,000
£
Qo
w 1,000
(o)
—l

0

2010s 2020s 2030s 2040s
Source: Rystad Energy data, ACCR analysis
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Long term LNG SPAs 2031-2050 (Mt)

250

Shell
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Total
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Petronet LNG
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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

Global LNG demand - Shell’s view (mtpa)
between 2025 and 2040 will come from:

8OO
« China and India (35% of the increase)
700
« rest of Asia (46% of the increase) o0
« rest of world (12% of the increase) c00
« marine (15% of the increase)
400
« Japan, South Korea and Europe (7% decrease).
300
Except for marine, we see a range of risks to these 200
projections because: 100
* renewables are outcompeting gas power almost 0
. 2025 2030 2035 2040
everywhere, in terms of both deployment and cost
« Indian, Chinese and other Asian customers are likely to O Europe, Japan & South Korea B China & India
) i . M Rest of Asia M Rest of World
be wary of relying on imported fuel as trade tensions B Marine

escalate. Source: Shell LNG Outlook 2025

AC C R | accr.org.au | 23



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

Renewables have been outcompeting
fossil gas powered electricity in emerging
markets (including China and India) for
some time.

In the last decade emerging markets have
increased their renewable generation four
times as fast as gas generation. Since
2020, PV alone has grown twice as fast as
gas generation.

To date, additional renewables have not
required accelerated gas generation to
firm electricity grids.

In one striking example, Pakistan imported
PV equivalent to 26% of its existing grid
capacity in six months of 2024" and is now
delaying LNG cargoes in 2025 and 2026.2

Renewables generation grew eight times faster than gas generation in emerging markets in
20233

Solar PV
B Other renewables
I Fossil gas

::: )
wittludl

400

Emerging markets electricity generation (additional TWh p.a.)

o A o >
3 s N Q0
'9 D '»Q > ’19 o 'L° '»Q '19 o

Source: IEA, WEO 2024, interpolated using CAGRs where raw data is not available

1. Pakistan Sees Solar Boom as Chinese Imports Surge, BNEF Says.
2. SNGPL seeks PLL's intervention to address surplus RLNG cargoes for 2025 - Profit by Pakistan Today.

ACCR | accr.org.au | 24



https://www.bloomberg.com/news/articles/2024-08-09/pakistan-sees-solar-boom-as-chinese-imports-surge-bnef-says
https://profit.pakistantoday.com.pk/2025/01/25/sngpl-seeks-plls-intervention-to-address-surplus-rlng-cargoes-for-2025/#:%7E:text=Pakistan%20imports%2010%20LNG%20cargoes%20monthly%2C%20with%20nine,sector%20unable%20to%20fully%20utilise%20its%20allocated%20LNG.

China and India are unlikely to materially increase LNG use for power, because it is not cost
effective

Renewables are outcompeting gas power in China and India:

* building new solar or wind facilities firmed with battery storage is half the cost of operating existing LNG
generators. Coal is also much cheaper than LNG fuelled power

» both countries are looking to increase their energy reliability, by reducing reliance on energy imports.

LNG is not a cost competitive electricity source in China...! or India'

100 125
= =
: . m 2 0
= 7 / =
& 7, 5. ,
8 50 S Z
. : g =
© ©
5 = H B o a
(] ()]
o = ]

0 0
LNG LNG Coal PV + Wind + Wind PV LNG Coal LNG PV+ Wind + Wind PV

LCOE SRMC storage storage LCOE SRMC storage storage

1. ACCR analysis of BloombergNEF data. LNG costs have been adjusted to $9/MBtu, assuming 50% combined cycle gas turbine efficiency.
2030 data used to reflect lead time for LNG infrastructure and Shell’s long-term LNG portfolio. LCOE = lifecycle cost of electricity, SRMC = ACCR | accr.org.au | 25
short run marginal cost. Values are LCOE unless otherwise specified.



Synthetic liquefied gas is expensive and inefficient, so is unlikely to expand beyond small
niches

wy -
EE
10x higher cost 80% lower 26% efficient $1,900/tCO,e
emissions abatement cost

Shell didn’t discuss the cost or emissions impact of Synthetic Liquefied Gas when it presented it as a low carbon
replacement for LNG, but it previously concluded that synthetic fuels can be up to 8x as expensive as fossil fuels
and 4x the cost of biofuels.’

A life cycle analysis of another power-to-liquids process concluded that synthetic jet fuel would cost almost 10
times more than fossil jet fuel, whilst reducing emissions by almost 80%.2 This implies a greenhouse gas abatement
cost of over $1,900/tCO.e.

Although synthetic fuels may be required for niche markets with no alternatives, they seem unlikely to reach scale.

Shell made much of its hydrogen team redundant in 2023,2 suggesting its predictions of how the hydrogen market
will mature have previously been misplaced.

1. Energy Transition Plan, 2024, p. 16.
2. Rojas-Michaga, et al, 2023, Sustainable aviation fuel production through power-to-liquid (PtL): A combined techno-economic and life cycle assessment,

Energy Conversion and Management. We were unable to find a peer reviewed LCA for synthetic LNG published since 2020. ACCR | aCCI’-OI’g-aU | 26
3. Exclusive: Shell cuts low-carbon jobs, scales back hydrogen in overhaul by CEO.



https://www.shell.com/sustainability/our-climate-target/shell-energy-transition-strategy/_jcr_content/root/main/section/promo_copy_copy/links/item0.stream/1711012433598/39c528a7d85179adb1189fdc065aacbda5aab89f/shell-energy-transition-strategy-2024.pdf
https://doi.org/10.1016/j.enconman.2023.117427
https://www.reuters.com/sustainability/climate-energy/shell-cuts-low-carbon-jobs-scales-back-hydrogen-ceo-overhaul-sources-2023-10-25/

What would a strategically relevant LNG Outlook look like?

Shell’s LNG Outlook would provide a more useful basis for Shell’s LNG ambitions and unprecedented long LNG position if it:
* explained how Shell’s LNG strategy and view on LNG markets is consistent with its climate targets
e explained why Shell thinks demand will keep increasing through to 2040, especially for the major gas consuming sectors:

o Power: how LNG will outcompete renewables (including batteries) and coal - especially considering that renewables are
cheaper, faster to deploy, lower emissions and reduce dependency on imports. Why recent trends of exponential
renewables growth will slow, when previous claims of limits on renewable growth have not eventuated

o Industry: which industrial sub-sectors will support LNG demand and how LNG will outcompete alternative energy sources

o Buildings: how LNG will outcompete electrification for heat, noting that heat pumps are several times more efficient than
fossil fuelled heating systems.

* reconciled its Outlook with the IEA’s independent scenarios, with an explanation of which IEA assumptions it disagrees with. We
note that the IEA is forecasting a supply glut later this decade

* explained why the world will not only cease implementing new climate policies but will regress on existing policies. This should
explain how the net impact of all policy changes will see less, rather than more climate action

* justified how LNG could repair its reputation as a reliable fuel, considering disruptions to global gas markets in recent years and
escalating trade tensions between the world’s largest LNG exporter and the world’s largest LNG importer

* respond to credible critiques of Shells’ previous Outlooks, such as the issues we raised regarding the 2024 Outlook.

AC C R | accr.org.au | 27



2025 Shareholder Resolution




Shareholder resolution filed by Brunel Pension Partnership, Greater Manchester Pension
Fund, Merseyside Pension Fund & ACCR

Special Resolution'
Shareholders request that the Company disclose whether and how its:

« demand forecast for liquified natural gas (LNG);
* LNG production and sales targets; and
* new capital expenditure in natural gas assets;

are consistent with its climate commitments, including its target to reach net zero emissions by
2050.

These disclosures shall be made by no later than the 2026 Annual General Meeting and shall
include the criteria, data sources, methodologies and assumptions used to underpin these claims
with reasonable detail, without disclosing any specific matters which are commercially sensitive.

1. On 12 February 2025, Shell confirmed that ACCR's resolution was valid.
ACCR | accr.org.au | 29


https://www.accr.org.au/news/shareholder-resolution-to-shell-plc-on-lng-outlook-disclosures/

Seeking answers: enhanced transparency for Shell investors on its LNG Outlook

- How will Shell protect long-term value, give the likelihood a supply glut and waning demand for long-
term offtake agreements?

- How does Shell see LNG delivering attractive prices while competing with coal and renewables in
price-sensitive markets?

J
~N
- Why has Shell's demand outlook been so unresponsive to major changes in global energy markets?
- Is the company reacting to short-term trends to build long-term strategy?
D(.ama.nd - Why does Shell’s forecast differ so significantly from the IEA's?
projections )
* What is the temperature outcome of the LNG Outlook? )
+ What are the LNG portfolio's lifecycle emissions from 2025 to 2050? How will Shell reduce them?
Climate + How will Shell ensure strategic consistency with the Paris goals, while “retiring” its 2035 target and
e iees providing little insight into its 2030 to 2050 strategy? Y

ACCR | accr.org.au | 30
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Appendix 1: Indicative reconciliation between ACCR’s assessment of LNG price impacts and

Shell’s impairment disclosure

Our estimated impact of changing LNG prices from
Rystad’s base case to $5/MBtu (LNG priced at parity with
Asian renewable electricity costs).

Include non-LNG assets: We have data for Shell’s LNG
assets, but Shell’s Integrated Gas segment includes
other assets.

Shell uses a lower discount rate, conducting impairments
with a 7.5% nominal discount rate. We assess Shell’s
value using a discount rate of 10% plus country risk
premiums.

Impairments exclude pre-FID capital: If Shell continues
to invest in LNG assets, then its value at risk increases.

Value erosion to segment’s book value: Impairments are
relative to book value - a measure of depreciated capital
costs. Capital should only be allocated where it creates
value, so the underlying (recoverable) value of an asset
should exceed its book value. This additional value needs
to be eroded before an impairment occurs.

Differences between the ACCR case and NZE: We note
our case is built from Shell’s Outlook, which assumes
LNG will compete with emerging markets’ renewables.

® OO0 0O O

Shell disclosed a $21-27 billion impairment sensitivity for
its Integrated Gas segment under an NZE scenario.

Reconciling ACCR’s $90 billion NPV risk to Shell’s $21-27 billion balance sheet
impairment sensitivity

& ®

©

O,
) ® ¥f

ACCR Include non- Shell usinga ACCR estimate Estimated future Value erosion to Differences in Shell impairment
assessment of LNG assets in lower discount of IG's capex segment's book assumptions sensitivity
NPV at risk segment rate recoverable value

value

Source: Rystad Energy data and economic model, ACCR analysis
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Appendix 2: Shell has not materially responded to our criticisms of its 2024 LNG Outlook

Issue raised by ACCR Relevant changes (if any) made to Shell’s 2025 LNG Outlook

Shell misrepresented the IEA’s Net Zero Emissions LNG demand projection No response
Shell’s 2025 Outlook does not include any IEA data

Shell’s LNG forecast exceeds every IEA scenario

Shell misrepresented academic literature on the decarbonisation options for No response
the Chinese steel sector Shell’s 2025 Outlook does not include any academic references
With more exposure to LNG prices than any other independent company, No response

Shell is not an independent source of information

LNG costs are too high to compete with renewables or coal power in emerging No response

economies Generic statements about LNG being reliable, etc are repeated
Shell’s LNG forecast is less credible than the IEA’s because it has been less No response
responsive to material new market information, such as the Ukraine war Shell’s 2025 Outlook has a higher LNG demand profile, which is the opposite

of what many market changes imply

Contracting activity is a weak indicator of future LNG consumption, where the  No response
purchasers are LNG traders, rather than LNG consumers

Energy security concerns erode rather than stimulate LNG demand because it No response
encourages countries to reduce import dependency Generic statements about LNG being reliable, etc are repeated

Shell’s liquefaction facilities have generated meagre returns No response

Shell’s unprecedented long position in the LNG market incentivises it to lobby  No response
for LNG demand, especially in emerging markets
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Appendix 3: Shell does not explain why the demand drivers in its LNG Outlook introduction will
increase LNG demand

The first substantive page of Shell’s 2025 LNG Outlook lists five drivers of LNG demand to 2040. There is little to no explanation of
how these drivers will impact LNG demand at all, especially in 2040.

Claimed driver of

Relevant content in the 2025 LNG

Additional context

LNG demand Outlook

growth to 2040

“Traditional There is no information on any of these While Asian energy demand is expected to grow rapidly, LNG is an expensive fuel,
biomass, oil and fuels. suggesting that which suggests it is unlikely to grow rapidly in price-sensitive markets.
coal use fall”

The IEA, as well as our own research using BNEF data, confirms that LNG will struggle to
compete on a cost basis (slide 25).

“Gas switching in
the power sector”

The only mention of electricity is a graph
of the Japanese grid to 2030, which
shows a diminishing role for LNG; and in
the United States, which does not
consume LNG.

All of the five scenarios modelled by the US Department of Energy concluded that higher
US LNG production would increase global emissions because LNG displaces more
renewables than coal.

The IEA, as well as our own research, shows that LNG is much more expensive than
renewables or coal (slide 25). It would be uneconomic for a country to use LNG when it
could use renewables.

“Low-carbon
gases”

* There is a bio-methane slide which
shows a production forecast to 2030

and its potential in the shipping sector.

* There is a slide on liquefied synthetic
gases, which explains how it could be
produced, with no financial or market
analysis.

While bio-fuels are a credible option to decarbonise some sectors, including marine
fuels, synthetic fuels seem unlikely to achieve scale.

Shell’s 2024 ETP states that ‘synthetic fuels made from hydrogen can be up to eight
times the cost’ of oil products and four times the cost of biofuels. Shell’s own hydrogen
ambitions have been significantly downgraded in recent years (slide 26).

ACCR | accr.org.au | 34



Appendix 3: Shell does not explain why the demand drivers in its LNG Outlook introduction will
increase LNG demand

Claimed driver of Relevant content in the 2025 LNG Outlook Additional context

LNG demand

growth to 2040

“Emissions . Two slides on LNG as a marine fuel, including * LNG is a promising international marine fuel and Shell’s claims about

reductions in some information on emissions impacts strong growth in this market are credible.
heavy industry
and transport”

. There is a single graph projecting that LNG-fuelled China is the world’s largest LNG truck market, but it seems plausible that
trucks will increase in China and India to 2030 LNG trucks will be displaced by electric trucks, which have a lower total
cost of ownership and are growing much more rapidly than LNG truck
sales.! The scalability of LNG trucking remains in doubt in other countries.

There is no explanation about why industrial LNG Shell’s 2024 Outlook cited a single example of industrial gas use. The
demand will increase, or what emissions impact that example was a misquote of academic research into China’s steel sector and
would have. is not re-used in this year’s Outlook.?
“The impact of The words ‘Data centres and Al’ are placed next to an Despite data centres being heavy electricity consumers that create issues for
artificial icon of a digital brain. There is no discussion of how local grids, Al is unlikely to cause material growth in global energy demand,
intelligence” this will impact LNG demand. let alone LNG demand.
“Economic growth Graphs of: Asian regasification capacity; Chinese While Asian energy demand is expected to grow rapidly, LNG only supplies a
in Asia”™ and Indian residential gas connections and LNG portion of this demand. LNG is an expensive fuel, which suggests that it is
trucks to 2030. unlikely to grow rapidly in price-sensitive markets.

. Changes in Indian and Chinese gas consumption
in 2024, broken down by sector.

1. BloombergNEF, Vehicle Total Cost of Ownership Model, v1.1.0.

2. ACCR, Shell’s LNG strategy: Overcooked?, slide 13. ACCR accr.org.au | 35
3. This growth driver was included in the LNG Outlook’s press release, but not the LNG Outlook itself. l -org. l



https://www.accr.org.au/downloads/121124_shelllngstrategy_overcooked.pdf

DISCLAIMER

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..

Rystad Energy is only responsible for asset level and economic data and is not responsible for any conclusions drawn from the data. ACCR retains responsibility for all assumptions pertaining to its
modelling and any subsequent assumptions and errors
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DISCLAIMER

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 . L

[ .

ACCR is a multidisciplinary organisation with \
expertise in shareholder strategy, equities-analysis,
climate science and legal risk. Our focus is enabling _*\
investors to escalate their engagements with major,
heavy-emitting listed companies in their portfolios,

as a tool for managing physical climate risk.

T

i e
"-- =y o e
.,.L_* & ! '.-_‘:‘u;l ,_ﬁ@rg: i
- " ) _—:,_,,— =i
L : ;
1 S
- £ ] ‘b‘_“'\%‘)_\\q:h .
S : o x::ﬂ
- R, %
NRORCOIPVRYN. s |
L '
\-\l;-: i 1 .’.:
R i2EREREE
4% Heas "."51_'--.-,..-...."-14 ik
N iy _
3. :
.0
-
"\‘3__’7 =
§ — - '

ACCR | accr.org.au | 38




	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38

