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PRODUCTION

CHINA: Production sharing contract. — UGé7-11
Shell China Exploration and Production
Company signed recently a production
sharing contract (PSC) with China National

exploration, development and production in
the Fushun-Yongchuan block in the Sichuan
Basin, China. The contract covers 3,500kmo.

Petroleum Corporation for shale gas

(March 22, 2012)

CHINA: Production forecast. — UGé67-12

Sinopec Group plans to produce at least 2 billion cubic meters of shale gas annually by the end
of 2015, around one-third of the country’s targeted production of 6. billion cubic meters for that
date, the official China Daily reported recently. Sinopec said it has finished drilling three shale-
gas wells and is drilling another seven, including some in the Nanchuan block for which it won
exploration rights in China’s first shale-gas auction. Sinopec owns three shale-gas blocks
covering 17,000 square kilometers. The National Energy Administration has targeted national
annual shale-gas output of 6.5 billion cubic meters by 2015 and 6o billion-100 billion cubic meters
by 2020. China has shale-gas resources of 134 trillion cubic meters, of which 25 trillion cubic
meters are recoverable, Ministry of Land and Resources data showed. Sinopec is also
conducting a risk assessment with BP PLC at Guizhou’s Kaili deposit and with Chevron Corp.

at Guizhou’s Longli field. (March 21, 2012)

UNITED STATES: Regulation. — UGé7-13

According to a study by the American

Petroleum Institute, New federal
regulations for hydraulic fracturing would
significantly reduce oil and natural gas
production in the US. The US.
Environmental Protection Agency wants to
require drillers to install equipment to

compounds that can escape into the air at
oil and natural gas wells. The EPA’s
proposed regulations, however, would
reduce natural gas production in the U.S. by
up to 11 percent and cut oil production by 37
percent, according to API's study, which
was conducted by Advanced Resources

capture nearly all of the natural gas,
methane and other smog-forming

International Inc. (March 23, 2012)

RESERVES

POLAND: Recoverable reserves. — UG67-14

Poland’s Geological Institute published recently a report concluding that while the country’s
recoverable reserves may be as high as 19 trillion cubic meters, they are more likely in the
range of 346 billion-768 billion cubic meters -- much less than the g3 trillion cubic meters
estimated earlier by the U.S. Energy Information Administration. Piotr Wozniak, Poland’s chief
geologist, said "The estimated resources of conventional gas from unconventional deposits such
as shale put us in third place in terms of recoverable natural gas in Europe” -- behind Norway
and the Netherlands.

The country imports 14 billion cubic meters of gas annually and, even with the lower estimates,
unconventional gas could satisfy domestic demand for 35-65 years, the PGI report said. The new
estimates were based on archival data collected at 39 key wells from 1950-g0, the institute said,
and will be revisited every two years as new data from shale gas and oil exploration wells
drilled since 2010 come in. "The report gives a more precise estimate than before but is still
based on data from a few dozen exploration wells,” Polish Treasury Minister Mikolaj
Budzanowski said. (March 23, 2012)
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Ing Value in a Shiftin

We are pleased to invite you to the 12" Annual Global Gas Village Summit which will be
held in Manchester on 6, 7 & 8 June, 2012. This year’s theme is ‘Creating Value in a
Shifting UGS Marketplace’.

While it is true that the IEA is predicting that EU gas demand will increase to 635 bcm by
2035, storage operators continue to cautious. According to Team Consult there are some
47 bcem of working gas volume (WGV) in NorthWest Europe and it is anticipated that this
will increase to 74 bcm in 2030; some 51bcm are planned but only 55% of these projects
will be implemented, mostly in Germany and the UK.The rate of developing projects will,
of course, be dictated by the economic climate.

Based on our annual survey there is every indication to believe that operators may, for
the short-term, delay starting up new projects, and instead focus on technical
innovation and project maintenance for the short term.

We have chosen to have a stronger emphasis on technical and technology issues. We are
also putting a strong emphasis on market, regulatory & financial Issues. In particular, we
are seeking presentations that exemplify dexterity, innovation and insight.

A key highlight will be the tour of the Holford UGS site, sponsored by Eon on 6 June,
2012.
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UNITED KINGDOM: Resources estimates. — UGé67-15

IGas said recently it was likely to at least double previous shale gas estimates of up to
4.6 trillion cubic feet in north-west England. "When you combine our estimates with Cuadrilla’s
flow results, you're looking at probably a shale that’s going to be better than what has been seen
in Europe, definitely better than Poland,”

Andrew Austin, CEO of IGas, said. Austin said that IGas was now looking for a partner to
further develop its shale gas resources. "Following a number of enquiries from interested
parties, we are now launching a process to engage a suitable farm-in partner to participate in
drilling further wells to corroborate these results and to develop our shale resource.”

Austin said IGas would produce gas only if it could be done ”in a way that’s acceptable” to the
local community. CApril 2, 2012)
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