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Key concerns

ωLack of stable market framework

ωAffordability and the true cost of the green agenda

ωAvailability of future electricity and gas supplies

ωComplexity and red tape



The early response

ωRenewed commitment to the green agenda 

ωContinuing support for a new nuclear programme

ωCull of quangos and review of Ofgem

ω32 step action plan

ωBut little or no money



Market framework initiatives

ωTreasury decision on carbon support price

ωDECC consultation on electricity market reform

ωMeasures on gas storage and import capacity

ωRenewables delivery plan to 2020



Green agenda initiatives

ωCall to raise GHG reduction target to 30%

ωGreen Investment Bank follows Spending Review

ωEnergy Security and Green Economy Bill

ωBut are our emissions reductions illusory?



Supply and security initiatives

ωDemand destruction buys time

ωInitiatives also take time to implement

ωEnergy saving, renewables and self-generation

ωValue of interruption/load management to rise

ωPrice more than supply the issue



Complexity and red tape

ωCRC has shown how bureaucracy can run riot

ωSimplification essential to retain credibility

ωAuction may be replaced by escalator

ωScheme very likely to be extended

ω30% emission savings called for by 2017



Observations

ωCoalition promises more pragmatic approach, but

ωImplementation will take at least a year if not two

ωDanger from unilateral action

ωMore jobs could be lost 



Thank you

ωImportant to follow developments closely

ωWestminster meeting, December 6th
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UK Energy Marketing - Context 

Climate Change

leading to 

changing 

end user

perspectives.

Evolving

Technology

Extreme

Commoditization

Volatile Energy

Prices

Environment driving 

demand for Energy 

Services.

Suppliers must add 

value to energy 

supply proposition or 

be marginalised.

Diversification into 

energy related fields 

the most obvious 

route.

Credit issues dictate 

attractive segments. 

UK Govt. Carbon Agenda

Reduce emissions by 60% by 2050. 

Needs £1.0bn pa investment 

in energy efficiency. 

Credit 

Crunch

I&C

Supplier

Competition
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The Annual Energy Statement

üSaving Energy

üCRC Energy Efficiency Scheme

üBusiness Energy Efficiency Agreement (BEEA)

üA Lower Carbon Future

üRenewables 

üSecurity of Supply

üCarbon Capture and Storage

üTechnology

üSmart Meters

üSmart Grids

üRenewable Technology
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What is Energy Services - The Market Place

Energy 
Services

Monitoring 
and 

Targeting

Accreditation 
Services

Energy 
Performance 
Contracting

Energy 
Consultancy

Energy 
Procurement

Energy and  
Heat Supply  
Contracts

Energy 
Retrofit

AMR
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CRC

üSubmission deadline of 30th September now passed

üEstimate that only 60% (3000 Companies) have submitted before the 

deadline

üImpact of League tables is yet to be seen and there are inevitably    

mixed views on whether they have a value

üMore commonly held view is that the benefit of the scheme will be to 

raise board level awareness of Energy Management

üInteresting not just from a CSR perspective, but a real chance to 

make an impact on the bottom line

üRecycling payments are likely to be a small percentage of overheads 

and not a get rich quick scheme.

üHelp at hand from many sources to compile and collate submit data
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AMR and Measurement

üAMR for Industrial and Commercial premises is now reasonably well developed

üTechnology is still relatively simple (particularly for Gas)

üGas installations are still more problematic than for Power, but improvements are 

being made

üCurrently a dash for AMR due to early action metric within CRC, which is creating 

some short term capacity constraints

üOpportunities to ópayô for AMR through Supply contracts

üTermination should not be an issue, but it can still be with some contracts, though 

some AMR providers will take churn risk.

üAdditional services:

üData provision via a portal or just raw data provision

üData Reports

üPortfolio Optimisation

üAggregated Demand side management opportunities may be considered as 

technology advances
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Renewable Generation Scenario - 2020

üTarget

üRenewable generation must grow from 4% to 34% by 2020

üAssumptions
üPlant closures (~15 GW coal, oil & nuclear)

üAdditional Non renewable generation (~19 GW)

üElectricity demand remains flat

üConclusion

üSignificant additional renewable generation required (~35 GW)

üextremely challenging

Existing Market by site capacity Market by fuel type

Site Capacity, 
MW

Total Capacity, 
MW Sites

<10 596 84
10 - 20 764 59
20-40 526 20
40-100 1,821 25
<5 293 184
Grand Total 4,000 372

Energy Source Total Capacity Sites

 Biomass 31                       4

 Hydro 249                     114

Diesel 155                     21

Gas 1,767                  76

Landfill Gas/Methane 69                       13

Other 346                     25

Thermal 14                       8

Waste 179                     39

Wind 1,189                  72

Grand Total 4,000                  372
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Embedded Pricing ɀ7ÈÁÔȭÓ ÎÅ×

Ĕ Mainly fixed price, which provides budget certainty, but thatôs about all

Ĕ Traded Contract -Sell or buy back baseload or peak volumes (min 1MW) using 
transparent market prices detailed on broker screens.

Ĕ EFA Block -Bespoke month ahead EFA block matrix EFA Blocks 1-6 separately 
for Weekdays & Weekends (min flat 0.2MW/Hr for any EFA Block)

Ĕ Day Ahead -Use short term (D-2) pricing mechanism providing half hourly price 
granularity to EFA blocks.

Ĕ Simple SSP/SBP.

Live Market Price

Bespoke Weekday & Weekend EFA 
block Prices

MEUC Autumn Roadshows 20



Feed in Tariffs - Purpose

Part of The UK Renewable Energy Strategy

Encourage Small Scale generation at a Domestic and Social 

level through providing guaranteed ROI.

Following lead of other EU nations. The Netherlands currently 

meets up to 15% through embedded and micro-generation.

Provide support to varying technologies and develop cost 

saving behaviours

Designed to be easily accessible to non energy professionals
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Tariff Design

A payment for every kWh generated

ïGeneration tariff

An additional payment for every kWh exported /spilled to the local 

electricity network

ïExport tariff

Additional benefit from usage of electricity ñonsiteò

ïAvoided costs

Tariff designed to guarantee a ROI between 5-8%
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Export Tariff

Set at 3p/kWh and indexed to RPI

Paid by supplier to generator for every kWh exported to the grid

Optional; Generators are able to opt out and enter power 

purchase agreements but can reverse this decision annually

At the small scale tariffs can be paid on deemed/estimated 

exports

DECC reserve the right to adjust the export tariff to reflect 

changes in the wholesale price of electricity
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Generation Tariff and Eligibility

Generation tariff paid by supplier on every kWh generated 

regardless of whether this is used on site or exported to the grid.

Tariff paid dependant on technology and scale

Tariff lifetime ï20yrs for all, except PV 25yrs

Degression of tariff levels for new installations is applied to 

some technologies/scales

Tariffs reviewed every three years in line with RO and annually 

linked to RPI

Larger generation tariffs focused on microgeneration i.e <50kW
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Capital projects

üTraditional ESPC style contracts ïdesign and install energy infrastructure 

improvements

üGuaranteed Savings

üOperate and Maintain Plant

üProvision of Finance 

üMay include Gas and/or Power supply, but not always necessary

üWhy

üAccess to Capex not always internally available

üNot a core business function

üOpportunity to provide wider service 

üTypes of Scheme

üConstruction of Energy Centres

üCHP (Gas, Biomass etc)

üEnergy Upgrades/retrofit

üRenewables - PV
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Conclusions

üThe market is changing ïboth customers and suppliers are having to 

change to meet Government targets, respond to new incentives and the 

expectations of their customers

üNew Opportunities are emerging driven by the changes

üCustomers increasingly want more than a commodity and óValue Addedô 

is important

üEnergy Suppliers reviewing their positions to reduce the exposure of the 

business to volatile supply conditions
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Agenda

Â Introduction

Â Gas Market Prospects & Issues

ÂGas Supply & Demand

ÂSome Key Developments

ÂPrices

ÂThe Key role of Gas

ÂMajor Issues for this winter
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Introduction

Â Mike Hogg

Â Shell Gas Direct 

(a wholly owned subsidiary of Royal Dutch Shell)

Â Gas Suppliers to UK Industrial & Commercial customers for circa 20 years

Â Some 10,000 customers®all sectors from SMEs to Large Industrial 

Â 10.5 % Market Share

Â «Close to your business¬ ®a raft of new offerings including AMR

Â Datamonitor   1st in Customer Preference four times in succession (the first 

time this has been achieved by a UK gas supplier )
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Disclaimer statement
This presentation contains forward-looking statements concerning the financial condition, results of operations and businesses

of Royal Dutch Shell. All statements other than statements of historical fact are, or may be deemed to be, forward-looking

statements. Forward-looking statements are statements of future expectations that are based on managementôscurrent

expectations and assumptions and involve known and unknown risks and uncertainties that could cause actual results,

performance or events to differ materially from those expressed or implied in these statements. Forward-looking statements

include, among other things, statements concerning the potential exposure of Royal Dutch Shell to market risks and statements

expressing managementôsexpectations, beliefs, estimates, forecasts, projections and assumptions. These forward-looking

statements are identified by their use of terms and phrases such as óóanticipateôô,óóbelieveôô,óócouldôô,óóestimateôô,óóexpectôô,

óóintendôô,óómayôô,óóplanôô,óóobjectivesôô,óóoutlookôô,óóprobablyôô,óóprojectôô,óówillôô,óóseekôô,óótargetôô,óórisksôô,óógoalsôô,óóshouldôôand

similar terms and phrases. There are a number of factors that could affect the future operations of Royal Dutch Shell and could

cause those results to differ materially from those expressed in the forward-looking statements included in this presentations,

including (without limitation): (a) price fluctuations in crude oil and natural gas; (b) changes in demand for the Groupôsproducts;

(c) currency fluctuations; (d) drilling and production results; (e) reserve estimates; (f) loss of market and industry competition;

(g) environmental and physical risks; (h) risks associated with the identification of suitable potential acquisition properties and

targets, and successful negotiation and completion of such transactions; (i) the risk of doing business in developing countries

and countries subject to international sanctions; (j) legislative, fiscal and regulatory developments including potential litigation

and regulatory effects arising from recategorisation of reserves; (k) economic and financial market conditions in various

countries and regions; (l) political risks, including the risks of expropriation and renegotiation of the terms of contracts with

governmental entities, delays or advancements in the approval of projects and delays in the reimbursement for shared costs;

and (m) changes in trading conditions. All forward-looking statements contained in this presentation are expressly qualified in

their entirety by the cautionary statements contained or referred to in this section. Readers should not place undue reliance on

forward-looking statements. Additional factors that may affect future results are contained in Royal Dutch Shellôs20-F for the

year ended December 31, 2008 (available at www.shell.com/investor and www.sec.gov ). These factors also should be

considered by the reader. Each forward-looking statement speaks only as of the date of this presentation, November 2009.

Neither Royal Dutch Shell nor any of its subsidiaries undertake any obligation to publicly update or revise any forward-looking

statement as a result of new information, future events or other information. In light of these risks, results could differ materially

from those stated, implied or inferred from the forward-looking statements contained in this presentation.

http://www.shell.com/investor
http://www.shell.com/investor
http://www.shell.com/investor
http://www.shell.com/investor
http://www.shell.com/investor
http://www.sec.gov/
http://www.sec.gov/
http://www.sec.gov/
http://www.sec.gov/
http://www.sec.gov/
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Demand Recovery & Growth

Power
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ÅDemand Forecasts are much reduced compared

to previous expectations

Å The fastest growing sector of the market is the 

power market 

ÅShort term ïgas displacing coal in the generation

mix of existing facilities

ÅLong term ïpotential for new gas facilities

Power
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Supply Trends
Expected LNG vs. Piped gas Supply
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Liberalisation

Source: E.ON
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Supply length and liberalisation lead to Hub growth 

ÅTraded volumes have  increased  
significantly (especially in Germany)

Emerging Gas Hubs
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NBP Day-Ahead Prices And European Forward Curves (p/th)

Source: Heren, APX, ICE, Endex & EEX
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Gas has a key role to play (1)

AVAILABILITY, AFFORDABILITY &ACCEPTABILITY

AVAILABILITY

Â Remaining recoverable resources of 900 tcm are enough to supply us for 250 years at current production rates: conventional gas 
>400 tcm, unconventional gas >380 tcm 
(IEA;end 2008)

AFFORDABILITY

Natural gas is the cheapest fuel for power:

Â ~ 10% cheaper than new coal(per MWh)

Â ~ 20% cheaper than new nuclear

Â ~ 40% cheaper than onshore wind

Â ~ 60% cheaper than offshore wind
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Gas has a key role to play (2)

AVAILABILITY, AFFORDABILITY &ACCEPTABILITY

ACCEPTABILITY

Â Natural gas is an energy-efficient, clean-burning fossil fuel

Â Plants fired by natural gas are 40% more energy-efficient and produce 50-70% less CO2/kWh than plants fired by coal.  
Replacing coal with gas is the easiest way to near term CO2 reductions

Â Gas is also the most suitable fuel to provide back up capacity to intermittent renewables 
(which are often lower in output when the weather is cold and power demand is high) 

Â Retrofitting CCS for gas is as cheap as retrofitting CCS for coal per MWh
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Major Issues for this Winter
Â The Economic, Supply Security & Environmental Triangular Challenge -( coupled with Governmentªs Proposals 

for Energy Market Reform )

ÂEconomic:

ÂResidual Recessional Impact

ÂBudget Deficit Reduction

ÂThe Credit Challenge re-visited ?

ÂGas prices & Volatility

ÂSupply Security:

ÂUK Multi-sourced (NB UKCS), substantive import capacity, winter ©09/ª10

ÂCRC & Emissions

Â One solution addresses all three ®«use less¬.



GAS MARKET ISSUES AND DEBATE

Eddie Proffitt
Gas Group Chairman

Major Energy Usersô Council



Ofgem ïWholesale Markets

ÅProject Discovery is dead é..

ïlong live Electricity Market Reform (ERM)

ïand the reform of gas market arrangements 

ÅAttracting investmentéé

ïCarbon floor price?

ïGreen investment bank?

ïOther measures?

ïRO reform?

ÅLiquidity



Ofgem - Network Regulation

ÅMaintaining leadership in network regulation
ïRPI-X@20 review recommend the implementation of 

Sustainable network regulation using the RIIO model

ï (Revenue = Incentives + Innovation + Outputs)

ÅPrice Controls
ïTPCR5 and GDPCR2 have now started

ïThe first price reviews under RIIO

ÅTransmiT
ïComprehensive review of the charging regime for 

transmission in gas and electricity.

ÅOffshore regime



Winter Outlook



Gas Supplies 2009 v 2010



Grain LNG Phase III



Gas Storage Deliverability



Gas Forecast Demand



Winter Outlook 2010/11 -Summary

ÅGas

ïPeak day demand forecast is higher than last 
year

ïForecast non storage supplies are higher than 
last year with potential upsides in LNG

ïStorage deliverability is reduced due to less 
LNGS and a review of the actual deliverability 
from all storage sites

ïForecast spreads between Gas or Coal as 
base load fuel source for Electricity Generation 
is very small



Gas Consumption to 2050
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ELECTRICITY: THE OUTLOOK FOR 

THIS WINTER AND BEYOND

Mark Callaway

Director of Energy Markets

Power Efficiency
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Credit

Consultant

Fixed or 
Wholesale 

Market

Supplier

Volume

CRC

??
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