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same game

Nexos takes a new approach
to the UK’s energy future

ave you heard of padel? If not, you will

soon: it’s the fastest-growing sport in the

world. It looks a lot like tennis, but played

on a smaller, walled-in court and with
stringless racquets.

Though very different, it obviously borrows a lot from
tennis - maybe even some of its players. Yet the growth
of padel is not the death of tennis. The two sports
aren’t in competition, but partnership.

The strengths of each sport bolster the other, here
lazy zero-sum thinking hasn’t found a foothold.

And | can’t help but wonder: why can’t we do the
same for the UK energy sector?

Radically new and different...

The oil and gas industry - like tennis - is no longer
the only game in town. Fixed-base offshore wind
is maturing, floating turbines are on their way, and
offshore wave, tidal, hydrogen and carbon capture and
storage (CCS) projects are emerging just beyond the
horizon. And that’s just offshore: onshore, a whole new
generation of wind, hydrogen and transmission and
distribution projects is in the works.

The geography of UK energy is also shifting. The
traditional heartlands of northeast England and
Scotland remain strong, but the distributed nature
of new energy sourcing is dispersing projects and
stretching the supply chain across the country.
From Hynet in Liverpool Bay to turbine assembly
at Avonmouth, you can now point to innovative UK
energy projects at all points of the compass.

...but fundamentally the same
But really, what’s changed? The UK is showcasing some
of the world’s leading energy engineering - as it has for
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decades. The UK is pioneering new approaches and
deploying new technologies for ambitious projects -
as it has for decades. The UK is leaning on one of the
world’s most experienced energy workforces as the
backbone of its economy - as it has for decades.

Just as with padel and tennis, we have two games
at play that are radically different in many ways, yet
fundamentally the same - industries that share similar
skills and many of the same players, both companies
and individuals.

Yet unlike our sporting analogy, the new and old
worlds of energy are too often positioned in opposition.
The success of one, the zero sum thinking goes, is the
failure of the other. Of course, many have touted the
potential to transfer technology, equipment and talent,
but too often we see ourselves belonging to one world
and not the other, to the detriment of all.

The ball’s in our court
So, what can we do to change that dynamic and truly
move forward a ‘UK Energy plc’? | have five suggestions.

1. Invest in agility

Companies that want to survive and thrive need to
be ready to pivot to next-gen energy sources as the
dynamic evolves. Crucially, this is not a switch from
X to Y; it’s a shift to X and Y. We need a supply chain
equipped to serve all subsectors.

Equally, the shifting geography presents challenges
for less nimble suppliers. Previously, it was relatively
easy to co-locate with your customer base in one or
two concentrated regional hubs. Now an Aberdonian
company must be ready to deploy in Cornwall, or an
East Anglian one to the Shetland Islands. That presents
concrete logistical challenges as well as attitudinal ones.



-

Just as padel players must adjust to new angles as the
ball ricochets from the court walls, we need to be agile
enough to react to whatever comes our way, turning
obstacles into opportunities.

2. Tech, tech, tech

The UK is full of excellent engineers. These are
natural, creative problem solvers. If we support them
properly, from education through to the workplace,
they do amazing things. Sometimes that means new
technologies, but it very often means iterating the way
we apply, combine and deploy existing technologies to
create a more agile energy sector.

For example, through modularisation and a focus
on off-site serial manufacturing methods, we can de-
risk and lower costs of onshore and offshore energy
projects, learning how to assemble components like
Lego bricks. This creates a supply chain equipped to
redeploy effective approaches to different challenges.

3. Practise more ‘wholesale thinking’

Agility and adaptability to changing market needs
shouldn’t be confused with opportunism and short-
term thinking. We need to keep an eye on the big
picture, to practise more ‘wholesale’ and less ‘retail’
thinking. Part of that is through engagement with
energy industry associations, but business leaders
need to up their game too. Supply-chain companies,
operators, developers and policy-makers will need
more joined-up wholesale thinking.

4. Prioritise people

North of the border, much has been made of the
hollowing out of the North Sea economy and the effects
on communities. Serica’s film ‘A Town Called Bruce’ has
made waves with its focus on real stories about the
people working in the oil and gas industry. Elsewhere
in the UK many communities still remember what
happened in the wake of domestic coal mining’s demise

Terry Allan - CEO, nexos

- which North Sea gas helped to offset.

The new government has made encouraging noises
about ajust transition and committed to headquartering
Great British Energy in Aberdeen as a mark of that
commitment. The Secretary of State for energy security
and net zero Ed Miliband has also confirmed work on
a ‘skills passport’ to help transition oil and gas workers
to renewables. Yet, it’s too early to say what impact
these policies will have. In the meantime, we need to
protect the high-quality jobs we have in oil and gas and
simultaneously equip our people with the skills they
need to future proof their livelihoods.

5. Create a stable operating environment
Change is inevitable: the energy transition is happening
and it needs to, at pace. But at the same time, constant
tumult and uncertainty help no one. We'll see what is
announced in the new government’s first budget, but
few are betting on an oil-and-gas friendly programme.
The goalposts - or court lines - need to stop
constantly shifting. A stable operating environment
allows for forward planning and investment. Delivering
that environment is outwith industry’s responsibility -
that lies with the politicians - but we can and should
advocate for it whenever possible.

Playing the long game

Like a tennis pro switching to padel, we need to adapt
- but this isn’t about starting all over again. It’s about
changing how we play the game while deploying our
skills, expertise and technologies in new ways.

In the UK, we have a strong hydrocarbon-based
energy system that ranks among the cleanest in
the world. Very soon, we will have a multi-faceted,
interconnected energy system that is even cleaner. We
need to champion and protect both.

After all, many of those determining our future energy
policy will probably play padel - and 'm guessing they
still play tennis too.
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Project Xcellence

Energy industry veteran James McCallum discusses
the benefits that project management software
Proteus brings to the market

ergy Group chairman, and co-founder,
James McCallum (right) and fellow energy
industry expert Colin Manson came together
in 2018 to develop the company’s Software
as a Service (SaaS) solution, Proteus - a software that
enables project teams to deliver end-to-end projects,
from proposal management to performance review.

With more than 4o years of experience across the
energy industry — having founded and led energy
services company Senergy - joining with Mr Manson,
formerly of Xodus, was a natural next step for Mr
McCallum. Given their common understanding of the
needs of the industry, the only question was whether
to build another subsea technical consultancy; or go on
to do something different using proprietary software. It
was from this discussion that Proteus was born.

Mr McCallum explains: “Colin and | had one thread
running through both our careers: a relentless focus
on high performance project delivery. If a company can
deliver projects to the best of its ability, whether it is
a sole trader or a corporation, it will find its place in
any vertical. The central foundation is its optimisation
of software, hardware and people. We began our
collaboration in 2018 and set up Xergy, which led to the
development of Proteus,” he said.

Proteus allows project managers to constantly
manage margins throughout the cycle of project
delivery, whether tendering out or responding to that
tender.

“We saw there was a large gap between what
companies did and their potential in the sector. Proteus
enables small and medium enterprises (SME) to punch
well above their weight when tendering for contracts,”
he says.

This was at a time when companies were keeping a
close eye on wholesale oil and gas prices. Following
the 2014 crash, the prevailing sentiment was that
oil and gas prices were going to be lower for longer.
And it was a time when companies were increasingly
focused on the implications of the energy transition
and decarbonisation.

Looking after the details

“The structure for understanding profits, margins and
salaries in the oil and gas sector is incomparable to
the structure for a renewable energy company. Many
renewable energy companies are typically set up based
on a long-term model incorporating formulaic power
purchase agreements with governments, meaning
that the process for understanding the same factors
is different from that traditionally seen in the industry.
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“We also realised how important it was for a renewable

company, which are typically SMEs, to be competitive
at every stage; from bidding to project management.
Technology had come on a long way in supporting this
but there was still room for improvement.

“Prior to creating Proteus, Colin and | each had our
own proprietary software that managed margins and
the cycle of project delivery. We took those elements
and built on them alongside the wider Proteus team,
embracing the latest technologies to help streamline
the project management process,” says Mr McCallum.
“Proteus is sold as a software licence, where each of
the users in a client company needs a licence to use the
software. We sell it in two package — the Sales Module
and the Project Delivery Module — with many customers
beginning with the former and graduating to the latter as
their project management requirements grow. Proteus
was designed from the outset to communicate with
other software, working in tandem to pull information
together and provide insights in one place. It is the
glue and the heart of the digital ecosystem, helping
companies to map and optimise, utilising margins. And
other applications can communicate with it, including
Hubspot, HR, SAP and so on.

"We saw a large
gap between what
companies did
and their potential
in the sector.
Proteus enables
small and medium
enterprises to
punch well above
their weight when
tendering for
contracts.”



“In the not-too-distant past, if you had the financial
strength to access systems like Oracle, that was what
you bought. It was like a closed system. Now it is possible
to build a digital ecosystem made out of different tools.
You can even plug in software that interprets data
concerning your carbon dioxide emissions.

“Proteus uses a cost-time resource (CTR) breakdown
to ensure bids are competitive and realistic. It captures
the actuals versus the expectations and the information
is banked for future reference as a continuous learning
feature. If the bid is successful, the same software can
then build the project out to the delivery phase for a
contractor in the supply chain, likewise oil companies
can move from the development phase.

“Enterprise resource planning (ERP) allows companies
to optimise three assets: hardware, software and
people. Mapping the carbon footprint is the fourth.
Capital comes as a follow on: if the business is very
good, then capital will come,” he says.

Learn as you go

“Learning from data has, historically, been captured
by the written word or by an Excel spreadsheet and
these were then stored in numerous file locations.
But systems like the cloud-based Proteus can store
real time information in one place, which can then
be understood and interrogated. This forms the basis
for a learning experience. Finding and learning from
your own data is the key. What makes the difference
is software that allows you to benchmark your own
methodology. Without that level of detail, no amount
of data will help.

“Because Colin and | both have an upstream
background - with my experience being in drilling and
Colin’s being in process engineering for oil and gas -
we expected that our customers would also come from
the fossil fuel vertical. However, due to the agnostic
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approach of the system, we have seen particular
interest in the construction sector, with a key client
being an Australian company in the industry and across
engineering.

“Colin and | have had a wonderful cross-learning
opportunity from this. Construction is typically a low-
margin industry. This has been very helpful for us as it
has made us hold up a mirror to ourselves as our clients
move into the low-margin renewable energy space.
Installing a wind-turbine, managing the multiple supply
chain companies and the thousands of strands running
through the project becomes increasingly complex as
the number of turbines grows. But the client needs
to be able to follow all of them and give the chief
financial officer the information they need, ensuring
the business is performing as forecast,” he said.

The future of project management tools
While artificial intelligence is playing an every bigger role
in data mannagement and interpretation, it is a double-
edged sword. “High performance Al tools have been an
increasingly significant part of the conversation in the
digital space, with tools that incorporate Al beginning
to compete with each other at an increasing degree.
“However, having the basics of the data footprint of a
company is essential if Al is to help to transform them
and their efficiencies. Al has rumbled along, entered
everyone’s dialogue, but must also be considered
alongside the higher energy consumption that these
tools require. It’s an order of magnitude.

“While it’s undeniable that these types of systems have
a huge potential, not just in the project management
sector, we must consider the wider implications of
these developments and recognise that to move
forward, we must take stock and ensure we have the
best systems already in place that have the capability to
work with future data tools.”
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Draghi's warning

The former European central banker’s survey of
the EU’s future is - even if some of its individual
points are debatable.

hile Europe reels from high wholesale

energy prices and in some case

from self-inflicted green targets, a

substantial new report by Mario Draghi
on European competitiveness makes for challenging
reading. Many of the European Union’s original good
intentions - market transparency, competitiveness and
financial stability - have been kicked into the long grass
by a deadly mix of excessive bureaucracy, declining
production of oil, gas and coal and an evidently more
hostile world. On top of these headwinds, not all the
individual states are even aligned, especially where
energy trade with Russia is concerned.

Without Russian pipeline gas, 42% of EU gas imports
arrived as LNG in 2023, up from 20% in 2021. Starved
of this - generally the cheapest, if not always cheap,
supplier - European heavy industry has turned down
demand in face of cheaper imports from elsewhere or
lower domestic demand for goods.

This explains some of the drop in prices as more
supply has become available. But there is a heavy price
to pay for this: economic growth is flatlining. Volume
car manufacturing, once a German forte, looks shaky as
competition grows.#

Further, Europe sees taxes on energy as an important
revenue-raising mechanism. And given the emissions
trading scheme, the carbon intensity of the fuel

Report ‘stronger on power than gas’

Analysts at the Hague Centre for Strategic Studies
agreed with some of the report’s recommendations -
but not all. Generally, they found it more pragmatic for
the power market than for gas.

In particular, they argued that streamlined permitting
procedures for the new energy system are essential not
just to combat climate change but also to strengthen
EU’s independence from the US and China. Europe’s
strategic energy dependencies and excessive regulation
pose significant barriers to competitiveness.

The analysts also said the EU should step away from
areas where it has no advantage over China, such as
solar panels.

On the negative side, they said the collective gas
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consumed has also become part of the generation
and manufacturing costs. Everyone may soon be on a
level playing field with the carbon border adjustment
mechanism but entry tickets to the game have become
very expensive.

More imports are coming from countries with
low energy and regulatory costs and large carbon
footprints, such as China and the US. China though is
also winning at decarbonisation such as clean tech and
electric vehicles - thanks to a powerful combination of
massive industrialisation, rapid innovation and control
of raw materials production abroad through its ‘bridge
and road’ initiative. As its own economy shrinks, its
overcapacities are likely to persist and more goods will
come to the EU, warns the report.

Unlike China, there are democratic principles at work
in Europe and electoral cycles are generally too short
for ambitious projects. Voters want to see evidence
that their money is being spent well, but the effects of
the policies could take a decade or more to be visible.

But despite the various campaigns calling for an
end to oil and gas, the public is generally is not that
interested in the transition in Europe. The costs are
huge. Hungary might be castigated for its slowness
to turn down Russian gas imports but it argues it has
not had EU funding to pursue sustainable alternative
sources.

purchasing, recommended by the report, will not solve
the “painful consequences” of import dependency.
It was high gas prices that led to lower demand as
more LNG imports replaced Russian gas. Collective
procurement would not have had much impact in
those conditions, they said.

The Draghi report stresses the EU must accelerate
the transition to renewable energy and improve energy
efficiency across all sectors. It emphasises the negative
impact of high prices on EU industry in terms of
competitiveness and advocates an assertive industrial
policy based on strategic importance.

With the LNG market expected to expand in the
coming years, a new crisis is more likely to be seen in
the field of electricity (severe grid congestion) than in
the field of gas, the HCSS analysts argue.



Europe ‘must build on strengths’

Mario Draghi told a webinar hosted by the IEA that the
European Union should build on its strengths. “Our
problem is that we have not done much to capitalise
on low prices,” he said. “We have to be consistent, have
policies that are aligned with objectives and we need
ambitious policies.”

He also advocated group gas purchasing, a policy that
has already had EC approval. “Buy gas from the rest of
the world, he said. “We have market power if we act
together. We don’t seem able to do it, but that is one
answer to high prices and volatility.” Not all his readers
support this view, though (see left).

IEA head Fatih Birol said that the EU members had
made three historical mistakes: first, over-reliance on

Market rules prevent industries and households from
capturing the full benefits of clean energy in their bills,
says the report. While Europe uses less gas and invests
more in clean energy, at the peak of the energy crisis
in 2022, natural gas was the price-setter 63% of the
time but only accounted for a fifth of generators’ fuel
mix. One solution that Mr Draghi suggested during a
conversation with the IEA CEO Fatih Birol might be
to decouple energy from gas prices by using different
contractual arrangements: long term contracts such
as power purchase agreements and contracts for
differences. “Some countries do this and as a result
they pay a lot less than Italy and Germany: Sweden, for
example,” he said. But Sweden’s electricity producer
and retailer is Vattenfall, a wholly state-owned entity,
which allows more flexibility in pricing and billing than
might be available to a commercial entity with many
shareholders’ interests to satisfy..

Without Russian pipeline gas, 42% of EU gas imports
arrived as LNG in 2023, up from 20% in 2021.

Energy taxation has become an important source of
budget revenues, contributing to higher retail prices.
This cost is high and volatile, at €20-25/MWh for gas-
fired generation), while in California the same cost
stands at around €10-15/MWh.

Excluding the CO, costs paid by generators, the

IEA hosts Slovak PM

The International Energy Agency (IEA) has been
keeping a watch on the European Union’s twin battles
of lowering prices and boosting the security of its
energy supply.

Following a meeting with Mr Draghi, it hosted Slovak
president Peter Pellegrini, visiting Paris for a discussion
with its head Fatih Birol on a range of European and
international energy issues.

Among the themes were Slovakia’s progress on
expanding its nuclear power capacity and the role

Russia; then, closure of a lot of nuclear plants. With
them went technology export opportunities. And third,
it dropped the ball with solar energy. Solar panels had
been a European speciality but now China dominates.

The IEA estimates that in southern Europe today it
costs about half as much to build renewable energy
capacity than gas-fired plant But there are other
problems such as access to grids. Mr Birol said that the
next step is to debottleneck transmission.

Climate cannot actually be considered source of
growth, say economists ; if input more expensive, so is
output. But if we are to lower the energy price to US
price we would increase potential growth by 1%j/yr, or a
third or half the cost of ueaerly cost of climate change,
so raise potential output and do repay the cost over
time.

generation cost is in the range of 45% for households
and 65% of industrial retail prices. The residual costs
were split roughly equally between the network and
taxes.

The first key goal for the energy sector is to lower the
cost of energy for end users by transferring the benefits
of the decarbonisation. The report recommends
reinforcing joint procurement - at least for LNG - to
leverage Europe’s market power and establishing long-
term partnerships with reliable and diversified trade
partners as part of a genuine EU gas strategy.

Europe also needs to reduce its exposure to spot
market by encouraging a progressive move away from
spot-linked sourcing, the report recommends.

The second is to accelerate decarbonisation in a cost-
efficient way, leveraging all available solutions through
a technology-neutral approach, including renewables,
nuclear, hydrogen, bioenergy and carbon capture
and storage. It should also be backed by massive
mobilisation of both public and private finance and
faster permitting for installation.

Becoming more independent creates an “insurance
cost” for Europe as it will no longer be buying from the
most efficient supplier. But becoming less vulnerable
to external leverage, the EU will also benefit from
increased decision-making autonomy.

of nuclear in supporting the security and stability of
the European energy system while helping European
industries compete internationally, the IEA said. The
IEA is publishing a report on financing nuclear power
early next year.

Other topics on the agenda were also related to the
Draghi Report: car manufacturing in Europe; oil and gas
markets; and international trade and geopolitical issues.
They also discussed the energy situation in Ukraine and
the key challenges it faces for the coming winter, as
highlighted in the IEA’s recent report.
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