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An important part of the UK economy
The UK offshore energy industry produces homegrown energy which powers the nation and adds economic

value

A\

Reliable
energy

Production from the UKCS
in 2021 was equal to more
than 50% of the UK’s oil
and gas consumption

i

Supporting
jobs

The sector supports an
estimated 214,000 jobs
across all areas of the UK

Economic
contribution

£2.1 million of economic
value is created for every
£1 million spent on oil
and gas activities

The sector is on course to pay

around £15 billion in 2022/23

in production taxes, and over
£80 billion by 2028

Innovation

The sector’s technology,
experience and skills will
be crucial in the
development and
deployment of low carbon
and renewable energy
systems




Priorities for the UK Energy Sector

UK oil and gas in the context of Energy Supply Crisis

Deliver the investment needed for reliable supplies and the net zero energy
system

Redesigning markets to reflect wider range of energy sources and business
models




Getting through the energy crisis — has the right balance
been achieved?
(B Stable regime to accelerate primary energy production and storage
across the board
2

Direct intervention in prices is superficially attractive but carries
substantial risk, further liquidity destruction and physical shortfalls

Measures are required to offset impacts across households and
businesses

Changes to market design make sense but cannot be rushed and
more about dealing with future with high renewables than sticking
plaster for today’s situation

Demand measures and energy efficiency: long overdue but not a
quick fix
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Domestic production and infrastructure has helped shield UK from some of the impacts of
the crisis and the policy case for continued investment remains strong
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UK domestic production and LNG imports are a key part of the
rebalancing of the European gas market away from Russian supplies

- Increment . :
Gas source — Timing Production by increment group
[
Both bem

Base

Increment : « Gap from missing Russian supplies creates challenges 202 gbm_]
contingent high prices attract spot LNG, incentivize maximization of European production

and pipeline imports, and dampen demand thereby la ing C “Immediate Shortfa"S in

= High prices trigger significant support need at least ible —1 1 1
Troll max consumers but should not jecpardize the dampf:ru g effe fOSSIl fuel productlon

_ == N7 %)~ from Russia will need to
Higher GCV [EEll«l8cng 5 ;
; 7 be replaced by
: . production elsewhere —
Barents pipe - 1 . :
European  LONd term R T 7| 7 even in a world working

shale

) [P 2R towards net zero
ort term = . : ”
Europe piped emissions by 2050
son Ay
gas imports . £z

Domestic

Long term

Algeria EU pre-FF55 Baseline
increase

+UK high resource
—— I 3 IEA World Energy

RePowerEU+UK
thmugh_ high electrification O utl o]0 k 202 2
TR/Azerbaijan TR .
expansion 9 l I
LT Contracted Both
Spot/FOB
LNG Short term . I I l

Long term 2015 2017 2019 2021 2023 2025 2027 2020 2031 2033 2035 2037 2039

Fiped gas Short term

y GasMarketCube, European Commission, UK Department for Business, Energy & Industrial Strategy

C2UK



Priorities for the UK Energy Sector

The Global and (particularly) European Energy Supply Crisis

Deliver the investment needed for reliable supplies and the net zero energy
system

Redesigning markets to reflect wider range of energy sources and business
models




The North Sea Transition Deal — leveraging our offshore expertise into a wide range of

new energy sectors

The Deal will require an internationally competitive and level playing field as part of a broader energy framework

/Supply decarbonisation\

cutting upstream Oil and Gas
industry emissions through an

\_ reduction programme

ambitious production emissions _ Feige® -

-

o

Carbon Capture \
y

& Storage
enabling large parts of UK
industry and society to
eliminate emissions

o

o

Hydrogen \ 5
providing a realistic E 2 ooy ';’\”z

alternative for heating, i pod®

heavy industry, and f!
transport J

Infrastructure delivery will be made reality through capability-related commitments that underpin the growth of the UK economy

-
Supply chain transformation
developing expertise that underpins energy-sector wide export growth from the UK,
L creating a globally competitive energy supply chain of international repute
-
People & Skills
securing, stimulating, and creating tens of thousands of high-quality jobs in
industrial heartlands




The NSTD is operating in a different environment compared to where it started

PCost of Living
Crisis EU energy price

P legislation
Windfall Tax Energy Price Cap
implemented

PRussian invasion PPoIiticaI instability
of Ukraine
UK Inflation
F»cowo
COP26 . .
P PAntl—fossH fuel

campaigns
People and
Skills plan
launched
2021 2022
NSTD GUH 20% emissions
released Methanfe Action UK Hydrogen formed y:;-rDoi INTOG announced reduction achieved
Plan delivered strategy launched BEIS funding
£240M Net Zero agreed D&I Plan agreed Decarbonisation
Hydrogen Fund ] forum formed
published HyNet and East GREG formed
Coast Cluster Capability and Capacity
selected ) mapping for CCUS
Supply Chain ScotWind relepazedg
announced

Champion appointed



The investment challenge is now wider than the areas covered by NSTD
and the challenges are greater

30 £200 - £250bn spent by 2030
37% growth in workforce @~ = o
Hydrogen
25 Targeting 50% local content s
Offshore Wind

Operating Expenditure

Energy Attracting
Security talent

Accelerating energy. Showecasing an

independence. industry in action Offshore Wind

Capital Investment

Offshore Energy Investment (£ Billion)

Energy Secure, low

investment carbon

Unlocking capital to fUtu re c
scale opportunities = Working with Gov't to

deliver on Net Zero

O&G Operational
Expenditure

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Source: OEUK,



Priorities for the UK Energy Sector

The Global and (particularly) European Energy Supply Crisis

Deliver the investment needed for reliable supplies and the net zero energy
system

Redesigning markets to reflect wider range of energy sources and business
models




REMA problem statement

« Electricity market will grow in importance

 Renewables currently treated as an add-on, but need
to move to centre stage

« Cannibalisation of market and increasing instances of
zero/negative prices

* Low margins in supply chain: race to bottom

« Location of best renewable resources -> congestion
and inefficient locational \ dispatch decisions

* Need to redesign support for reliability around growing
share of decarbonised assets

« Important role of Hydrogen in taking over from gas as
the glue in the system

 More distributed solutions as well: batteries and
demand response

« Don’t kill the patient.... maintain reliable supplies
during the transition

C2UK

Figure 1: lllustrative Capacity Mix, 2020-2050, GW, BEIS Higher Demand Scenario
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Figure 2: Flexible Capacity Average Annual Load Factors for Each Additional Units of
Flexible Capacity, %, BEIS Higher Demand Scenario
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Potential REMA outcomes will significantly change how
consumers pay for energy and how investors are rewarded

REMA plus Hydrogen
could result in a very
different market design
for the UK

REMA is dependent on
moving back to
competitively determined
wholesale and retalil
prices

Major change to trading
model — significant
changes to existing
platforms and systems

Complete change in the
way consumers pay for
energy and energy
services
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OFFSHORE
eNeRGles UK
Working Together, Producing Cleaner Energies

Join us today
membership@OEUK.org.uk

Aberdeen Office

4th Floor

Annan House

33-35 Palmerston Road
Aberdeen

AB11 5QP

+44 (0)1224 577 250

London Office

1st Floor

Paternoster House

65 St Paul’s Churchyard
London

EC4M 8AB

+44 (0)20 7802 2400
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