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STORAGE 

UNITED KINGDOM:  

Grangemouth shale gas tank nears completion 

Work to complete the biggest shale gas tank in Europe is getting under way at the petrochemical plant in Grangemouth. 

A roof will be placed on the tank, which will hold more than 30,000 litres of liquefied gas. 

The work is being done by the plant's owner Ineos to hold imported shale gas from the US, obtained through the controversial 
fracking process. 

The development of unconventional gas extraction has been halted by a Scottish government moratorium. 

Ineos announced plans last year to invest up to £640m in shale gas exploration in the UK and use it as a raw material for its 
chemicals plants. 

The company hopes they will eventually be able to use gas that has been fracked locally in future rather than relying on stocks 
from the US. 

They have started a community consultation process to try to win support for fracking. 

Ineos said it was unconcerned about the moratorium and a spokesman promised to drink "a lot of tea in a lot of village halls" to 
try to win the argument. (July 10, 2015) 
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GENERAL INFORMATION 

INDIA - UNITED STATES: 

GAIL India plans to spend $1.5 bn on US shale asset 

GAIL India plans to spend close to $1.5 billion to acquire a shale gas asset in the United States, according to Economic 
Times newspaper. 

The moves is aimed at meeting future gas demand in India and other markets along with partly offsetting the risk associated 
with the market-linked pricing of 6 million tonnes of liquefied natural gas it has contracted to purchase annually from the US, 
the newspaper added.  

The state owned firm has not year zeroed in on any asset. 

"We are searching for an asset that can produce about 3 mtpa. That will help cover the pricing risk of about 50% of 
the LNG we have contracted to buy," an executive told Economic Times.  

The state owned company has signed a 20 year sales and purchase agreement with Sabine Pass Liquefaction LLC, a unit of 
Cheniere Energy Partners for supply of 3.5 million tons per year of LNG. The company also signed a terminal service 
agreement for 2.3 million tons per year of LNG liquefaction capacity with Dominion Cove Point LNG. Cheniere is expected to 
start production early 2018. (July 16, 2016) 
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UNITED KINGDOM: 

UK proposes new regulations for shale gas fracking in protected areas 

The UK Government has proposed new regulations allowing underground shale fracking in protected areas, but with some 
restrictions. 

The Department of Energy and Climate Change's (DECC) new draft regulations has identified certain areas including national 
parks, areas of outstanding national beauty, the broads and world heritage sites, where hydraulic fracking will be allowed only 
below 1,200m, to preserve groundwater. 

Drinking water is generally not available below 400m, the department has contended while disallowing fracking activities on the 
surface wells drilled in the protected areas. 

UK Energy Minister Andrea Leadsom said: "The UK has one of the best track records in the world when it comes to protecting 
our environment while also developing our industries - and we've brought that experience to bear on the shale gas protections." 

There has been widespread opposition to fracking in the UK, due to concerns over possible water contamination, methane 
leakage, earth tremors and disruption to local communities, reported the BBC. 

The process of fracking involves bringing out the gas trapped In shale rock, by blasting the rock with water, sand and 
chemicals. 

"We need more secure, home grown energy supplies, and shale gas and oil have a vital role to play - much better that we use 
what we have at home than relying on supplies from volatile foreign imports. 

"This industry will be developed safely with world class environmental protections, creating jobs and delivering better energy 
security while safeguarding of some of our most precious landscapes," Leadsom added. 

An independent body Task Force on Shale Gas has earlier this week observed in a report that harm to human health and 
environment due to fracking can be avoided with proper regulation. 

Friends of the Earth energy campaigner Rose Dickinson said that the government's decision follows its own recent report 
which determined that serious health risks can be caused even with indirect exposure to contaminated drinking water. 

"With fracking halted in Scotland and Wales due to the high risks, banned in New York State due to the 'significant' threat to 
health, abandoned in much of the South East of England and now rejected in Lancashire, it's clear that there is overwhelming 
opposition wherever fracking is proposed." (July 17, 2015) 
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EUROPE:  

What ever happened with Europe's fracking boom? 

The Netherlands has banned fracking until 2020. Over the past several years, a number of other European countries declared a 
ban on exploiting new natural gas deposits. So, is the apparent European shale gas boom over? 

One more country has decided to put a halt on exploiting shale gas reservoirs. 

The Dutch government last week placed a five-year ban on commercial fracking. A final decision on the future of fracking in 
Holland is expected at the end of this year. 

Fracking uses water pressure to crack underground rocks. The technology of fracking isn't new - it's been around for decades. 
New are the sources that companies want to exploit. 

Fracking is going through a boom in the United States, where mining companies say high energy prices are forcing them to 
look for more unconventional deposits of gas. 

About five years ago, a shale gas boom started in Europe, with countries looking into the potential of this new fossil fuel 
source. Natural gas from fracking was initially advertised as "green" and "environmentally-friendly" energy. 

Many countries, particularly in Eastern Europe, hoped that shale gas would make them energy-independent from Russia. 
Nowadays, these high expectations have more or less faded in most parts of Europe. 

Environmental concerns 
When shale gas is being "fracked," high-pressure water is injected into the rock at depths of 1,000 to 5,000 meters below the 
earth's surface. Sand is then sent down to fill up the cracks and make sure they stay open. Later, natural gas passes through 
the sand to reach the surface. 

Because sand and water do not mix well, drilling companies have to add chemicals to turn this into a homogenous, viscous 
fluid. 

Other chemicals are to break up the water-sand mixture again, stop rocks from clogging things up, and to stop bacteria and 
yeast from contaminating the fluid. 

Activists fear that this "chemical cocktail" could contaminate the groundwater. And if not the chemicals, then the natural gas 
itself could cause pollution: In 2010, a documentary about fracking in the US claimed that methane water had polluted waterso 
heavily through the process that it was possible to set fire to the water. 

Another fear is that fracking may cause earthquakes. In the US and northern Germany, some earthquakes over past years are 
suspected to be linked with natural gas drilling. Activists fear that fracking for shale gas might cause even more tremors. 

Banning fracking 

Environmentalists and concerned citizens in many European countries went on the defensive when it became known that 
companies were eyeing potential new shale gas deposits. 

France is apparently one of the countries with the highest potential for developing such unconventional hydrocarbons. However, 
a fracking moratorium has been in place since 2011. 



Bulgaria, the Czech Republic and others followed France's example when environmental concerns became overwhelming. 

Even in those nations where the technique isn't banned, such as the United Kingdom and Spain, regions of these countries - 
like Scotland and Wales in the UK, or Catalonia in Spain - still decided to ban fracking regionally. 

Germany continues its moratorium on exploiting shale gas deposits. A new law in Germany - which will probably be decided 
on after the summer - is not likely to impose an outright ban on fracking, but will restrict it heavily. It will only allow scientific 
test-drilling under strict conditions while assessing the risks and environmental impact. 

Not worth the effort 

In Eastern European countries, many boreholes have been drilled. Particularly Poland looked to be the frontrunner of the 
European shale gas boom. But things have turned out differently. 

Test wells have not performed as expected, foreign investors have pulled out and sustained environmental protests have 
hampered drilling plans. The same thing happened in Romania: Poor exploration results and prolonged protests by 
environmentalists caused US energy giant Chevron to pull out of Romania. 

Other countries have decided that fracking wasn't worth the effort from the beginning. Norway and Sweden found that exploiting 
their shale gas resources wasn't economically viable. A fracking-free Europe might in the end become a reality - due to a 
simple cost-benefit calculation. (July 20, 2015) 
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WORLDWIDE: 

Where in the world is the shale gas revolution? 

As it stands the global shale gas revolution is missing in action. To be sure, its impact in the United States – and the 
subsequent ripple worldwide – was nothing short of game-changing, but the wave of enthusiasm has yet to produce substantial 
results outside of North America. 

Still, the dream is far from dead and exciting prospects abound from Argentina to China, and elsewhere in between. Both shale 
gas and tight oil – more than happenings in Iran, or drilling in the Arctic – look primed to be the dominant market movers in the 
short- to medium-term. 

The U.S. experience is hard to replicate, and with the custom-tailored approach that hydraulic fracturing demands, it’s a 
difficult template for shale hopefuls to follow verbatim. It does however, provide a basic outline for what works and what doesn’t 
– an outline that explains the muted success abroad.

First, a helpful tax regime minimized the risk for early, pre-commercial, shale wildcatters. Between 1980 and 2002, tax credits 
via the federal government subsidized shale gas producers by between 20 to 60 percent of market prices. Also of note is the 
U.S.’ extensive – and unbundled – pipeline network, robust service sector, and the relative widespread availability of water. 

Perhaps more important though, are mineral rights. One of the key ingredients to the shale revolution in the U.S. is the 
ownership of mineral rights for landowners. That gives them a stake in the boom. But that is rare outside of the U.S. – in many 
other countries the government owns the mineral rights beneath a landowner’s land. That has slowed development in China, 
and contributed to preventing shale gas development across mainland Europe. 

In the U.S., federal or nationally owned lands hinder, rather than help, development. Since fiscal year 2010, production of 
primarily shale gas and tight oil on federal land is down 31 percent and 10 percent respectively. Conversely, nonfederal lands 
have seen shale gas and tight oil production grow 37 percent and 89 percent respectively. 

Of course, none of the aforementioned factors are prerequisite for shale success. Where there’s a will, there’s a way – and 
several countries are blazing their own trail in the pursuit of shale spoils. 

Relatively new on the scene, but hot out of the gates is Argentina. The South American country is believed to hold more than 
800 trillion cubic feet of technically recoverable shale gas – ranking it at number three globally. At 27 billion barrels, its 
technically recoverable shale oil resources rank fourth worldwide. 

Argentina has yet to produce commercial volumes of shale gas – April saw production hit 67 million cubic feet per day 
(MMcf/d) – but interest and capital are present in abundance. Americas Petrogas, Chevron, Dow Chemical, Gazprom, 
Petronas, and Sinopec are just some of the players working with the national energy company, YPF, to tap the massive Vaca 
Muerta shale play. 

Fiscally, the cards are far from all there, as Argentina and president Christina Kirchner have created an intriguing, if a bit 
unstable, environment for international majors. The country’s long-standing and much-maligned oil price controls are somewhat 
shielding the domestic market from low global prices and the government’s loosening of natural gas controls is a boon for 
shale gas producers, but mismanagement under Kirchner still leaves many wary. The upcoming presidential election will go a 
long way toward determining large-scale success – the top three candidates are all shale supporters. 

In China, commercial shale gas production is underway, with Sinopec and PetroChina leading the charge in the Sichuan 
Basin. Production is estimated to have reached 250 MMcf/d in 2014 and is projected to rise some 350 MMcf/d by the end of 
2015. While positive, it’s a far cry from the 2.9 billion cubic feet per day (Bcf/d) China expects by 2020. 

Geological and hydrological challenges abound, not to mention serious infrastructure deficiencies, but natural gas remains 
crucial to China’s future industrial and climate goals and the government is committed to exploiting its unconventional 
reserves. As such, several tax incentives and federal subsidies are in the works. 

Western companies – Anadarko, Hess, Noble, and Shell, to name a few – have largely been unable to find their footing, but 
joint ventures with service companies look to supply the country with a competent tech foundation and cement Sinopec as the 
leading shale producer in China. The Chinese NOC has inked partnerships with Texas-based FTS international and Geneva-
based Weatherford International for vital equipment and advanced drilling tools. 

Elsewhere, the revolution is progressing more slowly. Exploration is entering advanced stages in Algeria, Mexico, Poland, and 
Russia among others, and fiscal regimes are increasingly taking note. Still, the U.S. remains the undisputed champ, and that 
doesn’t look likely to change anytime soon. By 2020, Argentina and China will produce just 23 percent of what the U.S. 
averaged per day in 2014 (14.6 Bcf/d). The picture remains unchanged by 2030 as U.S. shale gas production is projected to 
outpace remaining global production by roughly 10 Bcf/d. 

As production ramps up globally, and natural gas demand falls short of expectations, the downward pressure on prices is all 
but guaranteed. Shale’s – still just indirect – pricing impacts on regional markets have already been felt. Just how far prices 
drop is impossible to say, but some estimates suggest that, minus shale gas, the projected price of natural gas in the U.S. by 
2040 would be some 70 percent higher. 

Revolutionary changes are coming; we’ll just have to wait a bit longer. (July 29, 2015) 

07/31/2015 


