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The Energy Challenge - Introduction

® Overview
e The Energy Challenge and Response Framework (3-2-1-6-5)
o Shell’s view on the NZ ETS

e What we think Copenhagen needs to deliver

® Context
* ‘More Energy, Less Carbon Dioxide’ = Energy Challenge

® Recession impact



THE EFFECT OF CO, ON GLOBAL TEMPERATURES ISN'T
A RECENT DISCOVERY!

. . . and for Shell this isn’t an issue anyway
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OVERVIEW 3-2-1-6-5
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1- ENERGY DEMAND WILL DOUBLE BY 2050
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0-0-0-6-6
2 - SUPPLY WILL STRUGGLE TO KEEP PACE
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3 - ENVIRONMENTAL STRESSES ARE INCREASING

CARBON EMISSION PROFILES
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e Current “business as usual”
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improvements

< 550 ppm Trajectory

e Will require very
substantial changes in the
way we produce and use
energy. We need to start
now to achieve this

2002 IEA reported fossil
emissions plus correction
for unsustainable biomass
& deforestation.
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e Will allow for minimal
adaptation due fo climate
change
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THE ENERGY CHALLENGE - ‘TRILEMMA'’

ENERGY DEMAND

e Could more than double by
2050 as population rises
and developing countries
expand economies

* Hydrocarbons will continue
to provide the foundation of
world energy supply for at
least the rest of this century

* As a result, management

of the CO, footprint is
a priority
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SHELL SCENARIOS HELP US TO IMAGINE ALTERNATIVES FUTURES

A world of
energy security
and reactive change

A world of
emerging coalitions
and accelerated change
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SCRAMBLE AND WHAT THIS MEANS FOR ENERGY

exajoule per year (energy source)
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Total primary energy supply/demand
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Focus on existing infrastructure
Sequential responses to hard truths
Volatile energy prices

Knee-jerk reactions to climate events
e No effective carbon pricing

e Adaptation

Flight to coal, then biofuels
Renewables forced in by mandates
Patchwork of national standards

Source: Shell International BV and Energy Balances of OECD and Non-OECD Countries©OECD/IEA 2006
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BLUEPRINTS AND WHAT THIS MEANS FOR ENERGY e
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Total primary energy supply/demand
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e Critical mass of parallel responses to hard
800 truths

e Effective carbon pricing established early
600 / e Aggressive efficiency standards

e Growth shifts to electrification
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IMPLICATIONS FOR DIRECT CO2 EMISSIONS FROM ENERGY

@ Scramble - Late reactions Blueprints - Early actions

Direct CO, emissions from energy
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6 - REDUCTION PATHWAYS
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1. Increasing the efficiency of our operations, seeking to be first quartile.

2. Establishing a substantial capability in CO2 Capture and Storage (CCS).

3. Continuing to research and develop technologies that increase efficiency

and reduce emissions in hydrocarbon production.

4. Aggressively developing low-CO2 sources of energy, including natural gas

and low CO?2 fuel options.

5. Helping manage energy demand by growing the market for products and

services that help customers use less energy and emit less CO2.

6. Working with governments and advocating the need for more effective

CO2 regulation.
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5 - POLICY OBJECTIVES
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Governments need to develoE internationally aligned
policies to meet the energy challenge and address
climate change.

*They should include:

— cap and trade systems for large stationary sources

— clear incentives for Carbon dioxide Capture and
Storage (CCS

— a simple, credible target for the share for renewable
sources in our energy supply.

— ’rronﬂoor’r sector measure such as vehicle efficiency
standards; programmes for modal switch and reduction
of vehicle kilometres travelled; and broadening the fuel
poal by incentivising the use of fuels based on their
ability to deliver reductions in CO2 based on WiW

— A series of robust energy standards for buildings and
appliances with incentives to retrofit existing
infrastructure.



SHELL’S VIEWS ON THE NZ ETS

15

We recently submitted to Parliament that:

The government needs to provide some regulatory clarity;

A cap and trade scheme will deliver an environmental outcome at the lowest cost to the
economy;

With the right policies, the transition to a low carbon economy has the potential to
stimulate economic growth;

There are methods to contain the costs and market volatility without overly constraining
the market through price controls;

Short term where price pass through does not occur allocation of allowances should be
given to trade exposed business; long term we support full auctioning

Carefully considered complementary measures are needed to restore market failures
i.e. energy efficiency in vehicles; and buildings; and

We support CCS qualifying as a removal activity as it will help encourage CCS
development in NZ. @



. WHAT COPENHAGEN NEEDS TO DELIVER...
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Incentives for CCS

An international CCS project mechanism that
delivers a fully convertible certificate for one
tonne of CO2 stored underground. This could
be established under the Clean Development
Mechanism or as a separate instrument.

Clean technology funds

We also consider that technology funds could
be useful to Discovery, Development and
Demonstration of key energy technologies that
are still some distance from deployment. The
funds must go beyond R&D and include
assistance for the important commercial scale
demonstration phase of new technologies

such as CCS.

'We wish to pursue these through coalitions,
and not as Shell alone'



In Conclusion
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GOING GLOBAL!

New technology mechanisms evolve (e.g. for CCS)

>

| | China adopts CCS standard >
- CDM evolves to includes sectors

>

Japan technology standards .

Linkages develop between
all systems and more
Norwegian ETS systems appear

- V¥
4 EU-ETS l _ “ Expanding EU-ETS N
2000 2005 2010 2015 2020 2025
Pre-Kyoto I Kyoto I Post 2012 Linkage framework

New Zealand ETS

? Danish-ETS y >
). “ Australian ETS

UK-ETS . . -
’3 * w US National ‘cap-and-trade’

>

N



	THE ENERGY CHALLENGE
	The Energy Challenge - Introduction
	THE EFFECT OF CO2 ON GLOBAL TEMPERATURES ISN’T A RECENT DISCOVERY!
	OVERVIEW  3-2-1-6-5
	1- ENERGY DEMAND WILL DOUBLE BY 2050
	2 - SUPPLY WILL STRUGGLE TO KEEP PACE
	3 - ENVIRONMENTAL STRESSES ARE INCREASING
	THE ENERGY CHALLENGE - ‘TRILEMMA’
	SHELL SCENARIOS HELP US TO IMAGINE ALTERNATIVES FUTURES
	SCRAMBLE AND WHAT THIS MEANS FOR ENERGY
	BLUEPRINTS AND WHAT THIS MEANS FOR ENERGY
	IMPLICATIONS FOR DIRECT CO2 EMISSIONS FROM ENERGY
	6 - REDUCTION PATHWAYS
	5 – POLICY OBJECTIVES
	SHELL’S VIEWS ON THE NZ ETS
	…WHAT COPENHAGEN NEEDS TO DELIVER…
	In Conclusion
	GOING GLOBAL!

