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SUMMARY

The article is devoted to research and isolation of problematic aspects of legal
regulation of shale gas production in Ukraine. The article provides a comprehensive
analysis of national legislation governing the development and operation of shale gas
fields, the possibility of attracting foreign investors for gas production activities. The
article reveals the problems of shale gas production in the territory of Ukraine, which
is located in temporarily uncontrolled territories of Ukraine (Donbass) and prospects
of shale gas production in the Western regions. The author outlines ways to improve
Ukrainian legislation, which will have a positive impact on the prospects of alternative
gas production in Ukraine. The article highlights various approaches to determine the
safety of the methods of production of shale gas and their impact on the environment.
The article analyzes the US experience in managing the environmental problems of
shale gas production as a world leader in shale gas production.
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TEOPETUYECKHNE U TIPAKTUYECKHE ITPOBJEMBbBI
JOBbIYU CTAHILOEBOI'O I'A3A B YKPAUHE

Buxrtopus HIYJIIUKA,
CTYJCHTKa [IEPBOT0 Kypca MaruCTpaTypsl IOPUINIECKOTO (haKylIbTeTa
Kuesckoro nanmonansHoro ynusepcurera numenu Tapaca IlleBaenko

AHHOTAIUSA

Crarbs MOCBAIICHA HCCIICTOBAHUIO U BBISBICHUIO TPOOJIEMHBIX aCIIEKTOB MPaBOBO-
TO PeryJupoBaHMs TOObIYM CIAHIEBOTO raza B YkpauHe. B cTarbe mpencraBieH KoM-
IUICKCHBIH aHaJIN3 HAlLlMOHAJIBHOIO 3aKOHOJATEIbCTBA, PErYIUPYIOLIEro pa3paboTKy U
HKCIUTyaTallui0 MECTOPOXKICHUI CIIAHIEBOTO ra3a, BO3MOXKHOCTH NPHUBICUCHUS HHO-
CTpPaHHbBIX MHBECTOPOB JyIsl 10OBIUM ra3a. B crarbe packpbIBatoTcst IpoOiIeMbl 100bIYH
CJIAHIIEBOTO Ta3a Ha TEPPUTOPHUU YKpaAHWHBI, KOTOpas HAXOAWUTCS HAa BPEMEHHO HEKOH-
TPOJHMPYEMBIX TEeppUTOpHsIX YKpauHbl ([loHOacc), 1 MEpCHEKTHBBI JOOBIYM CIaHIIe-
BOT'O T'a3a B 3alaJiHBIX PErHOHaX. B crarbe aBTOp BBIJEIMT IIyTH COBEPLICHCTBOBAHUS
YKPauHCKOTO 3aKOHOJATEIbCTBA, YTO OKAKET ITOJIOKUTEIIFHOE BIUSHHUE Ha TIEPCIICKTH-
BBI JIOOBIUM aJIbTEPHATHBHOTO Ta3a B YKpaunHe. B cTarhe BHICBETIICHBI Pa3HbIC MOAXO/bI
OTHOCHTEJIBHO ONpEeIeHHs 0e30IIaCHOCTH 10OBIUH CIIAHIIEBOTO T'a3a U €ro BIMSHUS Ha
OKpPY’KaIoIIyo cpey. PaccMoTpeHo 3aKoHOzATeNIbHOE 3aKperieHne 100bIYM HeTpaau-
IIMOHHBIX YIIIeBoZ0pooB B Ykpaune u CIIIA — Benyrero crienuanicTa B 9Toi cdepe.

KiroueBble c10Ba ciaHLEBBIA ra3, (QpEKUHI, SKOJIOTHs, OXpaHa OKpPYXKalOIIeH
Cpeibl, YKPanHCKOE 3aKOHOAATeIbCcTBO, onbIT CLIA, 1o6bIua aasTepHaTHBHOTO Ta3a.

Introductoin. In accordance with  due to the imperfection of existing legis-

the principles of the Stockholm Declara-
tion adopted in 1972, nature conservation
must be given the highest priority in eco-
nomic development planning. Increasing
energy independence in Ukraine is now
a top priority. Under this slogan, experts
contribute to the development of shale
gas fields. However, around shale gas
extraction technology, which may be
related to environmental damage, mainly

lation and the lack of legal framework in
terms of ensuring environmental safety,
preventing and eliminating the negative
impact of the production of unconven-
tional hydrocarbons on the environment,
the biggest discussions are underway.
Literary Review. Despite the rel-
atively new direction of shale gas pro-
duction in Ukraine, today there is
already a certain range of research, anal-
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ysis and conclusions of both domestic
and foreign research institutes, as well
as experts and scientists, in particular:
R. Sachsenhofer, S. Lehtenbomer, M. Alt-
man, S. Kapito, Nick Greely, and others.
However, the problems of legal regulation
of the investigated issue have not been
found by any of the authors to date.

The relevance of the article is con-
firmed by the issue that has been very
pressing for the last few years is the pro-
duction of unconventional hydrocarbons,
in particular, shale gas in Ukraine, which
is considered one of the largest in Europe
by the owners of such fields. Environ-
mentalists fear that shale gas production
in Ukraine will cause significant envi-
ronmental damage. Because mining uses
the environmentally friendly method
of horizontal fracturing (fracking), when
using large volumes of water with a chem-
ical solution. The fracturing itself, accord-
ing to experts, is environmentally friend-
ly, but there is a question of the tightness
of the wells, where there is a risk of con-
tamination, because according to prin-
ciple 6 of the Stockholm Declaration on
Environmental Issues 1972 the introduc-
tion of toxic substances or other substanc-
es in such quantities concentrations that
exceed the ability of the environment to
neutralize them must be stopped so as not
to cause serious or irreparable damage to
ecosystems [1]. The Ukrainian govern-
ment is very interested in shale gas explo-
ration, but the imperfection of national
legislation in this area poses great legal
and political risks for potential investors.

The purpose of the article is to ana-
lyze the domestic legislation of Ukraine
on the regulation of shale gas produc-
tion, in order to form the basis to identify
the main problems of such legal regulation
and to outline the theoretical and practical
ways to solve them. We also want to find
main directions of elaboration of Ukrain-
ian legislation on alternative gas produc-
tion to improve the investment climate in
the industry.

Code material presentation. Mud-
stone gas, or as it is commonly called
“shale gas”, is a type of unconvention-
al natural gas that lies in shale deposits
deep underground. It is called “uncon-
ventional” because of the peculiarities
of mining using fracking technology or
horizontal hydraulic fracturing. The well
is filled with sand and chemicals that
make the shale softer and open the gas

compartment that is extracted. It is about
the content of chemicals in the water used
for hydraulic fracturing and their subse-
quent release that is already possible on
the surface and the most heated discus-
sions are underway. So far no one can
unambiguously assess the effects of shale
gas production on the environment [2].
A major concern for environmentalists
and governments in countries that have
not yet made the final decision to switch
to unconventional gas production is pollu-
tion by the waste fracking water contain-
ing a number of toxic chemicals and high
levels of radioactivity. The Assembly
of Members of the International Union
for the Conservation of Nature approved
186 resolutions on important environmen-
tal issues. According to resolution Ne 118,
the International Union for the Conserva-
tion of Nature condemned the exploration
and production of unconventional gases,
including shale gas, and called on states
to ban the extraction of unconventional
gas by hydraulic fracturing in the vicini-
ty of drinking water and in water scarce
areas.

Accordingtothelegislation of Ukraine,
geological study of oil and gas resources
- a complex of works (geological survey,
geophysical, geochemical, aerocosmolog-
ical research, direct exploration, drilling
and testing of wells, research and devel-
opment, research and thematic work, their
analysis and generalization) the structure
and oil and gas content of subsoil in a cer-
tain territory, which can be perfomed both
domestic and foreign licensed companies
that have received the relevant permit
under the legislation of Ukraine. Shale
gas in Ukraine was actively discussed in
2012. Then the State Department of Geol-
ogy and Subsoil estimated its potential
deposits at 7 trillion. cubic meters. At
the time, experts noted that it is techni-
cally possible to extract about 20% of this
gas. At that time, these stocks would be
sufficient for Ukraine for at least 25 years.
At the end of last year, all shale gas pro-
duction projects were frozen, oil and gas
giants from abroad refused to work in
Ukraine because of war and unprofit-
ability. However, just a few days ago,
new figures and interesting coincidences
appeared in the shale history. According
to the Government of Ukraine as of 24.10.
In 2019, the price per cube of imported
gas for the average Ukrainian is UAH
4272.76 (approximately $ 180), given that
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the price already includes a “discount”
from the state of 4,9% [3], and production
domestic shale gas, should cost $ 90-120.
Yuzovskaya (part of Kharkiv and Donetsk
oblasts) and Oles’ka (Ivano-Frankivsk
and Ternopil oblasts) areas were identified
as the most promising areas of produc-
tion. In this regard, Ukraine has already
explored two land and one offshore gas
exploration sites to reduce its dependence
on Russian gas. Thus, in 2012, tenders
were conducted for the exploration of nat-
ural and non-traditional gas fields, which
aroused the interest of leading interna-
tional oil companies whose technologies
and experience are necessary for boosting
domestic gas production. The winners
of the Chevron shale mining tender are:
Oleskaya Development — Lviv and Iva-
no-Frankivsk Oblasts, Shell: Yuzovska
Oblast — Kharkiv and Donetsk Oblasts
and a consortium of companies led by
US ExxonMobil, Shell, Austrian OMV
NA Petrol Nadra Ukraine is the develop-
ment of Scythian Square (deep-sea shelf
of the Black Sea).

During 2013,  Shell conduct-
ed exploration drilling at the Bily-
aevskaya-400 and Novo-Mechebylivs-
ka-100 wells. Which allows us to state
that Shell has completed all stages
of the permit procedure for the explorato-
ry and industrial development of shale gas
fields in accordance with the provisions
of Article 35 of the Law of Ukraine “On
Oil and Gas”. However, as early as 2014,
further intelligence efforts ceased due to
hostilities in the Donbass. It is interesting
that shale gas was called one of the rea-
sons for the strong interest of fighters in
the capture and retention of Sloviansk, as
it is one of the key points of Yuzovskaya
Square, which is where the large depos-
its of this fossil are concentrated. In
the spring of 2015, Shell and Ukrgasvy-
dobuvannia (state joint-stock company)
decided to terminate the joint venture
agreement in Yuzovskaya Square, agree-
ing that “further activity under this project
is not economically feasible”. Chevron
made a similar decision to withdraw from
Ukraine in December 2014. Experts point
out that this tendency is characteristic not
only for Ukraine but for the whole world.
Because of falling prices for traditional
oil and gas, shale gas production becomes
unprofitable. In October 2015, Nadra
Yuzovskaya announced a competition
to attract a new investor to implement



the project. The director of the compa-
ny, Viktor Nazarkevich, told the media
that “three international oil and gas
companies” were eventually admitted to
the competition. At the same time, on July
27,2019, it became known that the Dutch
“Yuzgaz B.V.” won the competition
because it “offered the most attractive
exploration program on the site”. Inter-
estingly, the official site of Yuzgaz, which,
by the way, does not look like the website
of a reputable oil and gas company, stated
that the company was created to partici-
pate in the agreement on the distribution
of production extracted at Yuzovskaya
Square. The company is 100% owned
by Emerstone Energy, which in turn is
a subsidiary of Luxembourg-based Emer-
stone Capital Partners (ECP) and manages
a $ 400 million investment fund. Interest-
ingly, ECP was founded this year with
a registered capital of € 31 000, its main
activity is “growing cereals (except rice),
legumes and oilseeds”.

Such an unstable position of foreign
companies regarding shale gas production
in Ukraine can be explained by the lack
of clear legislative regulation of its pro-
cess, the absence of real state subsidies
and the production of alternative gas.
Therefore, the regulatory regulation
of shale gas production in Ukraine is par-
tially enshrined in the Law of Ukraine
“On Oil and Gas”, “On Production Shar-
ing Agreements”, “On Environmental
Expertise”, “On Environmental Protec-
tion”, “On Waste”, “On atmospheric air
protection”, “About the nature reserve
fund”, “About the flora”, “About the fau-
na”, “About plant protection”, “About
the environmental audit”; Water, Forest,
Land Codes, as well as the Law “On
the Alienation of Land Plots, Other Real
Estate Objects Placed on It, which Are
Private, for Public Purposes or for Public
Needs”. As we can see, there is no pro-
file law in Ukraine to regulate cooperation
with foreign investors on the direct devel-
opment of deposits, scientific and produc-
tion activities of any gas, not to mention
unconventional gas such as shale gas.
Consequently, the whole process of shale
gas development and production in
Ukraine is regulated somewhat “broken”,
citing a specific special law for specific
types of relations, which in turn adversely
affects the general process of regulatory
regulation of gas production in Ukraine.
In addition, researchers have also identi-

fied significant environmental pollutants
as a problem of regulating shale gas pro-
duction in Ukraine. It is worth noting that
environmentalists pay special attention to
the problem of the percentage of possi-
ble release of methane, which is a pow-
erful greenhouse gas. On a current scale,
the impact of shale gas-related greenhouse
gases is 22-43% greater than the impact
of traditional gas production (14 to 19%).
Researchers also refer to the problems
of field development and shale gas pro-
duction in Ukraine as high cost of field
development, given the relatively large
depth of gas deposits in Ukraine compared
to the case in the USA. So, the commer-
cial director of the British JKX Oil & Gas,
which is the parent company of Poltava
Gas and Oil Company, Philip Vorobyov
at a press conference in Kiev on March
2, confirmed that the cost of drilling for
shale gas in Texas (USA) is 3,5 million
dollars, and in Ukraine — 15 million. At
the same time, as Sibneft Chief Engineer
Iskander Diashev said at the same press
conference, the Ukrainian resource base
is much better than the American one,
but the well productivity is only one tenth
of the average in the USA [4].

Analyzing the experience of for-
eign countries, it should be noted that in
the world there is a clear trend towards
increasing the weight of shale gas in guar-
anteeing the energy security of individual
countries. The increase in its production in
the United States has already been called
a “quiet revolution”. The United States
has already started to supply itself with
gas and has become the largest producer
of this mineral in the world. As a result
of 2009, the country’s share of shale gas
reached 14% of the total combustible gas
complex, which led to significant changes
in the distribution of the global gas mar-
ket between countries and the creation
of excess supply in the 2010 market. For
the first time in decades, the United States
has overtaken Russia in terms of gas pro-
duction. In Europe, shale gas production
is just beginning. According to the US
Department of Energy, the largest vol-
umes of technically achievable shale gas
on the European continent are located in
Poland (5,3 trillion cubic meters), France
(5,1 trillion cubic meters) and Norway
(2,4 trillion cubic meters). Analyzing
the experience of the United States,
the world’s leading producer of unconven-
tional gas, it is worth pursuing the trend
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of detailing every single aspect of envi-
ronmental protection in shale gas produc-
tion. Yes, there are a number of federal
laws in the United States that regulate
the environmental aspects of this activity.
For example, the Clean Water Act regu-
lates the use of surface water for the drill-
ing and extraction of unconventional gas,
as well as the management of waste water
from production sites; Safe Drink-
ing Water Act — regulates the process
of underground pumping of substanc-
es; Clean Air Act — Limits air emissions
from engines, gas preparation equipment
and other sources related to drilling;
National Environmental Policy Act —
requires mining and production on fed-
eral lands to be environmentally friendly;
Endangered Species Act — Requires that
the operator obtain special approval from
the Wildlife Service if certain species
of flora or fauna are likely to be endan-
gered by the construction and operation
of wells; Migratory Bird Treaty Act —
Provides that the operator is responsible
for any damage caused to migratory birds
and must arrange wells so that they do not
attract or harm birds [6]. Considering all
the possible risks, some European coun-
tries (France, Belgium, North Westphalia
(Germany)) have imposed a moratorium
on the use of fracturing technology in
the production of unconventional gas, as
they see this as a major environmental
hazard. And in England and Alabama it
is generally forbidden to produce these
unconventional hydrocarbons. However,
all countries, without exception, including
Ukraine, emphasize the enormous impor-
tance of shale gas production as an alter-
native to the world’s already limited natu-
ral gas reserves. In addition, at the United
Nations Conference on Sustainable
Development held in Rio de Janeiro (RIO
+ 20), the problems of water quality
polluted by shale gas production were
important in the discussion. According to
experts, shale gas production technologies
are not sufficiently adapted to the ecolog-
ical and geological conditions of Ukraine.
The latter may adversely affect the eco-
logical status of the underground hydro-
sphere and cause pollution of aquifers
with drinking groundwater resources.
And considering that the State sanitary
rules and rules “Hygienic requirements
for drinking water intended for human
consumption”, approved by the Ministry
of Health of Ukraine on May 12, 2010,
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will fully start to operate only from 2020,
shale gas production is potentially danger-
ous for residents of the area where it can
be mined. In addition, since September
2010 until today in Ukraine there is practi-
cally no state standard for drinking water.
In October 2011, the Law of Ukraine
approved the National Target Program
“Drinking Water of Ukraine” for 2011—
2020, which aims at ensuring the citizens’
rights guaranteed by the Constitution
of Ukraine to a sufficient standard of liv-
ing and environmental safety by provid-
ing the population with drinking water in
the required volumes in accordance with
the institutions water quality standards.

Despite the significant shortcomings
of shale gas production in Ukraine, there
are a number of advantages that make it
possible to outline the positive aspects
of such activities, mainly in the economic
sphere. These include: 1) increasing
the competitiveness of Ukrainian enterpris-
es by reducing energy costs; 2) increasing
the number of jobs in the manufacturing
and service industries; 3) cheaper ener-
gy carriers in the country; 4) shale gas
sources are located near end consumers;
5) production of this type of gas is car-
ried out without any loss of greenhouse
gases; 6) improvement of the Ukrainian
gas transportation system with updat-
ed powerful infrastructure; 7) changing
geopolitical situation and market man-
agement of energy prices; 8) achieving
energy independence from gas importers,
in particular Russia; 9) general develop-
ment of the national economy; 10) the use
of shale gas is more environmentally
friendly than the widespread development
of coal basins in Ukraine and others [5].

Conclusions. Shale gas development
is economically promising for Ukraine.
It will allow the state to achieve ener-
gy independence, develop a high level
of extractive industries, attract significant
investments and generate profits. Accord-
ingly, in view of all of the above, we can
summarize that:

1. To ensure the rights of citizens resid-
ing in areas where shale gas production
is possible, it is essential to provide US
experience in providing the public with
environmental information. Therefore, in

1986, the United States Congress passed
the Emergency Planning and Commu-
nity Right-to-Know Act. The document
requires the federal government, states,
local governments, indigenous peoples
and industry to report on the use of haz-
ardous and toxic substances. It contributes
to raising public awareness and access to
information on the use of chemical agents
at individual sites, as well as their poten-
tial emissions into the environment. Pur-
suant to sections 311 and 312 of the Act,
the production, processing, storage or use
of hazardous chemicals requires special
records of “Material Safety Data Sheets”
that describe the properties of these sub-
stances, their health effects. This data, as
well as information on the stock of sub-
stances at the enterprises, should be made
available to the public.

2. To date, shale gas development
and production projects in Ukraine
must be financially supported by
the state, and attracting foreign investors
is of little importance, since the legisla-
tion of Ukraine in Article 37 of the Law
on Oil and Gas obliges potential shale
gas producers “In the course of industri-
al development of oil and gas fields, use
advanced technologies and techniques
that ensure the rational use of oil and gas
wells and the most complete extraction
from oil-bearing, subsoil use and oil, gas
and associated components that implicitly
financially and economically costly”.

3. The large accumulation of regu-
lations: laws, decrees, directives, etc. in
the regulation of gas production activ-
ities in Ukraine has a negative impact
on the investment climate and the pros-
pects of attracting foreign specialists for
shale gas production in Ukraine, who
already have experience in such activities.
Attracting foreign investors is a necessary
element of the effective functioning of gas
production in Ukraine, taking into account
also the experience of Germany, France
and Belgium. This allows us to conclude
the need for a special law to be adopted
by the Verkhovna Rada of Ukraine, which
would comprehensively regulate all
aspects of shale gas production activities.

4. Considering all the environmental
risks, prior to the start of shale gas produc-
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tion in Ukraine, it is necessary to conduct
a state expert examination of the devel-
opment and implementation of normative
standards of environmental safety, as well
as experimental studies on previously
agreed with the local councils of the ter-
ritory to assess the level of environmental
safety in geological study. and industri-
al development of shale gas fields using
the technologies offered.

References:

1. Stokholmska Deklaraciya scho-
do pytan navkolyshnioho seredovy-
scha. OON; Deklaraciya, Mizhnarod-
nyi document, Vytiah vid 16.06.1972.
URL : http:// zakon4.rada.gov.ua/laws/
show/995 454#Find.

2. Vasyliuk O.R. Vydobutok slance-
vogo gazu. Pogliad ekologiv. Ukrainska
Pravda. URL : http:/life.pravda.com.ua/
columns/2012/08/20/110597.

3. URL http://www.naftogaz.com/
www/3/nakweb.nsf/0/4AD65826322B2EB-
4C2258490003D6A81?0OpenDocument&-
year=2019&month=10&nt=HoBunun&.

4. URL https://www.dw.com/uk/
shale-gas-in-ukraine-production-not-in-
the-near-term/a-1910010.

5. R. M. Tsygan. Shale gas prospects
in ukraine: pros and cons / YJIK 662.67:
622.2 «313» (477)/ 2015.

6. Shale Gas of Ukraine: An Environ-
mental and Regulatory Assessment Report
on the Implementation of the Memoran-
dum of Understanding between the Gov-
ernment of Ukraine and the US Govern-
ment. URL : http://www.menr.gov.ua.

INFORMATION ABOUT THE AUTHOR

Shulika Viktoriya Igorevna —
1st year Student Magister Degree
of the Law Faculty of Taras Shevchenko
National University of Kyiv

MHOOPMALIMSA Ob ABTOPE

Ilyauka Bukropus Hropesna —
CTY/ICHTKa TIEPBOr0 Kypca MaruCTparypsbl
topuuueckoro  dakynsrera Kunesckoro
HALMOHAJBHOTO YHUBEPCUTETa HMEHH
Tapaca IlleBuenko

vikabiskub@gmail.com

Culegere si paginare computerizata. Bun de tipar 05.12.2019. Formatul 60x84-1/8. Tipar ofset.
Coli tipar conv. 14,18. Tiraj-1020 ex. Imprimat la SRL «Tipocart Print», mun. Chisinau.




