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Disclaimer
The companies in which Royal Dutch Shell plc directly and indirectly owns investments are separate entities. In this presentation “Shell”, “Shell group” and “Royal Dutch Shell” are sometimes used for convenience where
references are made to Royal Dutch Shell plc and its subsidiaries in general. Likewise, the words “we”, “us” and “our” are also used to refer to subsidiaries in general or to those who work for them. These expressions are
also used where no useful purpose is served by identifying the particular company or companies. ‘‘Subsidiaries’’, “Shell subsidiaries” and “Shell companies” as used in this presentation refer to companies over which Royal
Dutch Shell plc either directly or indirectly has control. Companies over which Shell has joint control are generally referred to “joint ventures” and companies over which Shell has significant influence but neither
control nor joint control are referred to as “associates”. In this presentation, joint ventures and associates may also be referred to as “equity-accounted investments”. The term “Shell interest” is used for convenience to
indicate the direct and/or indirect (for example, through our 23% shareholding in Woodside Petroleum Ltd.) ownership interest held by Shell in a venture, partnership or company, after exclusion of all third-party
interest.
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 management’s current 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 management’s expectations, beliefs, estimates, forecasts, projections and assumptions. These forward-looking statements
are identified by their use of terms and phrases such as ‘‘anticipate’’, ‘‘believe’’, ‘‘could’’, ‘‘estimate’’, ‘‘expect’’, ‘‘goals’’, ‘‘intend’’, ‘‘may’’, ‘‘objectives’’, ‘‘outlook’’, ‘‘plan’’, ‘‘probably’’, ‘‘project’’, ‘‘risks’’, “schedule”, ‘‘seek’’,
‘‘should’’, ‘‘target’’, ‘‘will’’ and 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 presentation, including (without limitation): (a) price fluctuations in crude oil and natural gas; (b) changes in demand for Shell’s products; (c) currency fluctuations; (d)
drilling and production results; (e) reserves estimates; (f) loss of market share 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 regulatory measures addressing climate change; (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 forwardlooking 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 risk factors that may affect future results are contained in Royal Dutch Shell’s 20-F for the year ended December 31, 2012 (available at www.shell.com/investor and www.sec.gov ). These risk factors
also expressly qualify all forward looking statements contained in this presentation and should be considered by the reader. Each forward-looking statement speaks only as of the date of this presentation, 25th September
2013. Neither Royal Dutch Shell plc 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.
We may have used certain terms, such as resources, in this presentation that United States Securities and Exchange Commission (SEC) strictly prohibits us from including in our filings with the SEC. U.S. Investors are
urged to consider closely the disclosure in our Form 20-F, File No 1-32575, available on the SEC website www.sec.gov. You can also obtain these forms from the SEC by calling 1-800-SEC-0330.
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Agenda

Brief introduction to Shell‘s experience in this market

Emissions Trading – whats the point?

Preparing for the scheme – what to ask for

Preparing for the scheme – important issues to think about

Q&A
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About Shell

Recognised for technical innovation
and megamega-project delivery

Employs 87,000 people in more than 70
countries

Producing the equivalent of 2,300
barrels of oil every minute

Active in alternative energies such as
biofuels and wind

Committed to social and
environmental sustainability

Partners in innovation with Ferrari
F1 team

One of the world’s bestbest- known brands
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Our Business

Upstream refers to the ways we find and extract crude oil, natural gas and bitumen
Downstream refers to the ways we transform them into finished products
Exploring for oil
and gas

Producing oil
and gas

Extracting
bitumen

Mining
oil sands

Refining oil
into fuels and
lubricants

Developing
fields

Producing
petrochemicals

Supply and
distribution
Shipping
and trading
Converting gas to liquid
products (GTL)

Producing
biofuels

Shipping
and trading
Liquefying gas by
cooling (LNG)
B2B sales

Generating
wind power
Regasifying
LNG

Retail sales
Retail sales

B2B sales

GAS
for cooking, heating,
electrical power
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FUELS AND
LUBRICANTS
for transport

CHEMICAL
PRODUCTS
for plastics,
coatings,
detergents
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Trading Locations

STC/SENA Calgary

STRU Moscow
STIL/SEEL London
SILS The Hague
STR Rotterdam

SJT Tokyo

STUSCO/SENA
SNALNG Houston
SITME/SMLNG Dubai
STM Mexico

SWST Barbados
SIETCO/SELNG Singapore

Crude Oil Trading
Products Trading
Natural Gas Trading
LPG Trading
LNG Trading
Power Trading
Environmental Products Trading

Shipping

Spot Chartering
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Basic concept of cap and trade
Cap, but No Trade
Total Emissions = 100

Allowance/Cap = 80

Company A

Company B

Abatement cost $10/t
Net Cost $200

Abatement cost $20/t
Net Cost $400

Cap & Trade
Allowance/Cap = 80
Emissions = 60

A sell to B
Company A

20 @ $15/t
= $300

Net Cost $100
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Company B

Net Cost $300

Total
emission
reduction =
40 tonnes
Total
compliance
cost = $600

Total
emission
reduction =
40 tonnes
Total
compliance
cost = $400
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Emissions Trading – Key Points
The trading system itself has a cap, which ensures the environmental outcome (unlike a tax).
Price Discovery – allow the market to identify the most cost-effective means of reducing emissions
Individual installations have an allowance, not really a cap. They can emit more than their
allowance, but have to pay for the reduction of another installations’ emissions.
Must allocate shareholder capital to maximize return
The decision to emit requires BOTH internal costs of abatement and the market price of
allowances
Emission reductions must eventually come from investments in new technology
somewhere, though not necessarily from your installation
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Reduce or buy?
Emission reductions must eventually come from investments in new technology somewhere, though not
necessarily from your installation
Must allocate shareholder capital to maximize return

28
28
27
27
26
26
25
25
24
24
2015

Marginal Abatement Cost Curve
(source: Mckinsey)
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2016

2017

2018

2019

2020

KCU/KCER Forward Curve
(for illustration only-numbers
are not real)
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Very important at this stage…
Ask for features that will give you flexibility and reduce compliance costs:
Clarity on rules, clarity on timing of major events (e.g. allocation), clarity on compliance dates – allows planning
Knowing your target in advance - allows planning
Infrastructure that promotes liquidity (wide coverage, including banks and non compliance speculators etc)
Clear classification of carbon units (financial instruments etc)
Promotion of offset mechanism (KCERs? Other CERs?)
Allocation followed by eventual auctioning
Strong MRV to allow linkage with other schemes at a later date
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Allocate a department to manage this issue
Decide early on things like how you will manage multiple sites
A
short

D
long

B
short

E
long

Stage 1:
Internal Balancing

Central Trading Manager
Stage 2:
Single Trading Instruction to
execute residual compliance
volume
KCU Market

KCER
Market

X
Market

X
Market

Market
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Understand what is required of you and your timeline
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Decide on your strategy to manage your CO2 exposure

Potential Strategies:

1

BUY/SELL SPOT (IMMEDIATE DELIVERY) CO2 ALLOWANCES

2

FORWARD HEDGE CO2 ALLOWANCES

3

USE OF MORE SOPHISTICATED TOOLS LIKE OPTIONS TO
MANAGE EXPOSURE
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Make sure that you Optimise your CO2 Position

Potential ‘Optimisation’ Strategies:

1

USE OF KCERs /OTHER OFFSETS FOR COMPLIANCE

2

TIMESPREADS

3

“BORROWING” ALLOWANCES FROM FUTURE PERIODS

4

USING CARBON UNITS AS COLLATERAL FOR CREDIT
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Q&A
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