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Net-zero commitments in oil and gas
December roundup

Hi everyone,
 
Welcome to 2022! I hope you managed to take some time out and enjoy some well-
earned rest over the festive period. 
 
This month I’m not just going to review December but also look back and contemplate
what happened in 2021 in the hope that it might shed some light on what we can
expect this year. My belated Christmas gift to you all! It’s already shaping up to be a
fascinating year - we’re still engulfed in an energy price crisis and the oil majors look
set to post some of their best performances in a decade. 
 
So what happened at the back end of last year? Shell got almost full backing from its
investors to shift its headquarters and will be saying “tot ziens” to the Amsterdam Stock
Exchange. It also purchased a massive (and I mean massive) solar pipeline, while
Equinor closed the financing on what will be the largest offshore wind farm in the world.
 
As for the key themes of last year, I think it’s clear that net-zero targets have swept
across the industry, but that doesn’t mean the targets are any good. And while some
majors are starting to invest serious money in clean energy, with a particular focus on
offshore wind, most have no serious clean energy strategy whatsoever. Investors have
also become more willing to pick a fight and that has boards looking over their
shoulders. I’ll explain more below.
 
The number of subscribers to this newsletter has really shot up, so I’d like to thank
everyone who’s passed it along to a colleague. Don’t stop now! If you’re a new reader,
you can sign up using this link.
 
Cheers,
Micky

https://ecf3.apms5.com/anywhere/m?s=ecf3&m=s_d5bf6634-331d-4c5c-bfdb-71ec9d403ab5&u=e1jq4wvfdtfmcdu36x33ed1p5n1m2ha25mu32c1q5mw44e245mr36g9q650k4e1q8cw44&r2=d1u78w3k78qjyrvcd5pp2x35chmpeubmc5p2wx3te1jpcvvjdmq66vvd5xq6ax3ucnt6yvvecw&n=1
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Stat of the month:
 

65 GW
The amount of renewable energy
capacity European oil majors added to
their pipelines in 2021. Cumulatively, they
are chasing a target of 196 GW by 2030.

December 2021

Shell announces its move to London by abandoning North Sea oil. On 10
December, 99% of investors voted in favour of Shell's restructuring plan, confirming the
shift of the oil giant's headquarters from The Hague to London. The oil giant will
officially change its name to “Shell” in the week of 24 January 2022, dropping “Royal
Dutch” after 130 odd years. Investors will be hoping its crown won’t slip any time soon.
 
Less than a week before,  the company announced it would not invest in the Cambo oil
field, further dimming the prospects of any new oil and gas development in the North
Sea. Shell owned a 30% stake in the project and cited the potential for delays and a
weak investment case as the main reasons for abandoning the project. Leaving Cambo
just as it migrates its HQ to the UK is a little embarrassing, say industry sources. Some
may well view it as such, but the move could portend a sharpening focus on transition
strategies. Not diving headfirst into a new oil and gas project riddled with uncertainty
seems a good way to start. 
 
The world’s largest offshore wind park receives financing. Equinor, along with its
partner SSE, has reached financial close for the 1.2 GW Dogger Bank C farm - the third
and final tranche of the 3.6 GW Dogger Bank project. The Norwegian oil major will need
to invest USD 3 billion to complete the project,  USD 2.5 billion of which will come in
the form of bank loans. Once operational, the wind farm will be the largest in the world.

“Many of these targets are
vague and have limited
scope. Yes, those of the
European oil majors are

industry-leading, but it’s a
low bar”

Batteries complement the strategies of oil majors. Thus far, only Shell has made
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noteworthy investments into battery energy storage. No longer - Equinor has purchased
a 45% stake in the UK battery developer Noriker Power, which it could increase to a
100%. The developer has built 250 MW worth of projects and has over 500 MW in its
development pipeline. Equinor believes investing in storage will complement its hefty
investments in the UK's offshore wind industry. TotalEnergies shares that perspective. It
just powered up a 61 MW/61 MWh battery in Dunkirk - the largest operational utility-
scale battery in France to date - to support its solar and wind investments in the
country.
 
Exciting new solar deals electrify the pipelines of some majors. Most notably,
Shell finally made a blockbuster investment, purchasing Kansas City-based developer
Savion from Macquarie's Green Investment Group. Savion has a 12.5 GW solar pipeline
spread across 27 US states and 3.3 GW of storage systems under development.
Meanwhile, BP raised close to USD 500 million for three solar projects in the US - the
130 MW Black Bear solar farm in Alabama, the 293 MW Sun Mountain solar project in
Colorado, and the 173 MW Bellflower solar plant in Indiana.

Another mega green hydrogen project emerges on the horizon. Total Eren, a
subsidiary of TotalEnergies, has unveiled plans to construct a 10 GW onshore wind-to-
green-hydrogen facility in Chile, leveraging some of the best onshore wind resources in
the world. This is similar in scale to the AquaVentus project (details below), which seeks
to leverage the North Sea’s offshore wind resources to produce green hydrogen at scale
by 2035.

Looking back at 2021, looking forward to 2022

It’s not just the European majors issuing net-zero targets

Companies all across the value chain issued their own decarbonisation targets.
This ranged from traders like Trafigura to smaller independent producers like Devon
Energy. ExxonMobil and Chevron not only released their first targets, but updated them
as well. And, to top it all off, the world’s largest oil company, Saudi Aramco, announced
that it too wanted to reach net-zero emissions. All European majors, except for BP,
updated their decarbonisation strategies. 
 
However, quantity does not equal quality. Many of these targets are vague and have
limited scope (e.g. they ignore scope 3 emissions or only focus on intensity reductions).
Some, quite frankly, seem outlandish. Yes, those of the European oil majors are
industry-leading, but it’s a low bar. This newsletter welcomes new targets and more will
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be coming in 2022, but we’ll assess each one on its own merits and call out those
companies that have simply hopped on the bandwagon without adding any real
substance.

For the first time, oil majors are taking clean energy seriously 

The oil majors are actually spending real money on clean energy, and it will
increase. In 2021, the European majors spent on average 10% of their annual
investments on clean energy, says Bloomberg Intelligence. By 2025, going by their own
announcements, they will spend an average of 25% of their annual investments on
clean energy, according to our own analysis. Some, like Equinor, have even said that by
the end of the decade, they will allocate 50% of annual expenditure to clean energy. 
 
By comparison, between 2010 and 2018, these majors allocated less than 5% to low-
carbon technologies. The pipelines that the majors have amassed reflect this higher
ambition (see Figure 1). They have spent significant resources on acquiring developers
with sizable pipelines, as well as raising and providing a large amount of financial
support for their renewable energy subsidiaries. Beyond the European majors, however,
clean energy is still a fringe focus for the industry. 

Ambitious renewable energy targets by 2030 set TotalEnergies (100 GW) and BP (50
GW) apart from their European peers. Throughout the year, both majors were arguably
the most aggressive movers into clean energy. BP, through its subsidiary Lightsource
BP, secured funding for a 25 GW pipeline, while TotalEnergies bought a 20% stake in
Adani Green Energy, the world’s largest solar developer, including 50% of a 2.5 GW
solar pipeline. Later in the year, it announced it would also build 1 GW of solar in Iraq.

Figure 1: Clean energy portfolios that majors built up in 2021

Source: Newsletter tracking. Pipelines are on an equity-basis and include acquisitions; hybrid refers to a
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combination of solar, storage and wind.

Not all clean energy sectors are equal

The majors are gravitating to offshore wind. Though still relatively small, the
offshore wind industry is poised to grow over 1,000% over the next 15 years,
BloombergNEF modelling suggests. Offshore wind is a particularly capital-intensive
sector, with project investments an order of magnitude greater than for onshore wind or
solar. This isn’t a sector for dilly dallying - this is the realm of highly specialised
engineering companies with deep pockets. Broadly speaking, oil majors fit the bill. 
 
The largest bottom-fixed and floating wind farms are being supported by oil majors.
I’ve talked about Equinor and Dogger Bank, but Shell is also involved in the Emerald
Wind floating wind project - one of the largest currently in development. 

That’s not to say it will be easy, and offshore wind does not yield the same returns that
the majors are used to, but it’s the clean energy sector they appear best placed to
enter. 2022 is likely to see more offshore wind announcements, including the results of
a French and Norwegian auction round. Expect more deals on floating wind as well.

Big industrial projects are coalescing around large-scale hubs

Hydrogen and CCS ventures are trying to involve as many industry players as
possible. The AquaVentus project, which aims to install 10 GW of offshore wind-to-
hydrogen capacity by 2035, involves around 80 companies, including Shell, Equinor and
TotalEnergies. Meanwhile, over on the other side of the world in Western Australia,
TotalEnergies is exploring the possibility of establishing an 8 GW green hydrogen
facility. 
 
Something similar is happening around carbon capture and storage (CCS). Rather than
building a large number of small projects, oil majors are focused on building a small
number of large projects. The one closest to completion is the Northern Lights CCS hub
in Norway, but there have been significant announcements like the Dutch government
providing a subsidy for a hub in the Port of Rotterdam, and BP’s ambitions to develop
Teesside into a ‘decarbonised industrial cluster’. 

Mistakes made now can prove costly later. The big hydrogen announcements have
revolved around green hydrogen, but blue hydrogen seems to feature just as
prominently. That’s hardly surprising - green hydrogen sounds better, but oil majors are
probably more comfortable with blue. However, these plans deserve careful scrutiny,
because the economics are not working in favour of blue hydrogen. By 2030, when
demand for clean hydrogen has scaled up to justify large-scale investments, green
hydrogen is likely to have undercut its blue counterpart, according to BloombergNEF
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hydrogen is likely to have undercut its blue counterpart, according to BloombergNEF
modelling. Some projects will no doubt go ahead, but there is a significant stranded
asset risk that no major can ignore. 

Investors demand more action

Expect more activism ahead. One cannot think about what 2021 meant for
decarbonisation in oil and gas without pondering the saga between Engine No 1 and
Exxon. When the relatively obscure hedge fund sent a letter to Exxon’s board
announcing its campaign, few would have thought it would unseat three board
members and force the US oil giant to start taking climate change seriously. This has
emboldened other would-be activists, and it seems highly plausible that we will see
similar cases of shareholder activism in the future. 

Oil majors pray largesse will keep shareholders happy. With more pressure from
shareholders, it is understandable that the majors are increasing the amount of money
they return to investors. After all, Shell and BP intend to return billions of dollars and
one of Shell’s chief motivations for simplifying its corporate structure was to facilitate
these transactions. There are a couple of factors at play here. For a start, energy stocks
didn’t do so well in the 2010s and these companies want to reward shareholders for
sticking around. But more importantly, the oil majors need to make difficult decisions in
the decade ahead and having shareholders on their side makes that easier. 

New to the newsletter? Subscribe here!

In order to help gauge how oil and gas companies are positioning themselves in the energy transition,
this newsletter specifically focuses on how they are moving into renewables and clean energy. To offer
up-to-date analysis, it uses insight from media sources and subscription-based databases, like
Bloomberg and Rystad Energy. 
 
Feel free to forward this newsletter on to colleagues!
 
Contact me at michiel.vriens@gsccnetwork.org.
 
Mailing address
Stichting European Climate Foundation
Rue de la Science 23, 1000, Bruxelles, Belgium

to no longer receive this newsletter.
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