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Marcellus official addresses challenges facing industry

Down Time

A room full of
community bank-
ers recently got
to hear the shale
gas industry’s eco-
nomic outlook in
Pennsylvania, and
it wasn't overly
positive.

After mnearly a
decade of bustling
activity, declining prices
for natural gas and an
uncerfain regulatory en-
vironment are driving
producers to scale back
and, in some cases, look
elsewhere.

Dave Spigelmyer,
president of the Mar-
cellus Shale Coalition,
spoke Feb. 26 during
the Community Devel-
opment Corporation of
Butler County's annual

Dave
Spigelmyer

Bankers Break-
fast at the Pitts-
burgh  Marriott

North in Cranber-
1y Township.

The coalition,
headguartered
in North Fayette
Township, Allegh-
eny County, is a
trade association
that represents busi-
nesses working in the
shale plays of the Appa-
lachian region.

Members range from
small independent busi-
nesses to multinational
corporations.

Spigelmyer of Cran-
berry Township said
many coalition members
already have revealed
plans to roll back drill-
ing activity and signifi-
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mendations

Pittsburgh

Marcellus Shale Coalition

SERVICES: Nonprofit trade association that
works with organizations involved in the devel-
opment of shale gas in the Appalachian Region,
providing information, advocacy and policy recom-

ADDRESS: 24 Summit Park Drive, 2nd Floor,

PHONE: 412-706-5160
WEBSITE: http://marcelluscoalition.org
PRESIDENT: Dave Spigelmyer

cantly reduce capital ex-
penditures.

“We've already seen
for 2015 about $9 billion
of capital leave Pennsyl-
vania,” he said.
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“We're going to see a
bit of a tightness here
in 2015. You'll see fewer
rigs active. You'll see
fewer supply chain jobs
generated.”

For example, Rex En-
ergy, which is the larg-
est producer of natural
gas in Butler County, in
its February report de-
tailing 2014 operations
and financial perfor-
mance, estimated 2015
capital expenditures in
the range of $180 mil-
lion to $220 million. That
is down from the State
College-based  produc-
er’s original estimate
of about $350 million to
$365 million.

Spigelmyer said in
some ways the industry
has been a victim of its
OWn suceess.

Companies are pro-
ducing vast quantities of
gas — Spigelmyer said
Pennsylvania has gone
from producing about

25 percent of the state’s
supply to producing
about 20 percent of the
U.S. supply — and be-
coming more efficient at
the process.

This has led to de-
clining prices for both
producers and consum-
eTs.

According fo the U.S.
Energy Information
Administration, prices
have steadily declined
at the Henry Hub. which
is a major natural gas in-
terconnect in Louisiana
used to set pricing points
for natural gas futures
on the New York Mercan-
tile Exchange.

In February 2008,
prices were about $9
per million Btu. When
Spigelmyer spoke at the
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breakfast, those prices
were about $3.20 per mil-
lion Btu.

The Citygate price,
which is the point at
which a distributing gas
utility receives gas from
a natural gas pipeline
company or transmission
system, in February was
about $5 per thousand
cubic feet (Mef) of gas.
That is down from about
$9 per Mcf in February
2008.

Also, for residen-
tial consumers during
the same time frame,
prices fell from about
$12.60 per Mef to $10
per Mef,

Spigelmyer said the
state also is creating
challenges that are fur-
ther stalling develop-
ment, first by repealing
portions of Act 13 of 2012
that amended the state’s
oil and gas code and now
Gov. Tom Wolf’s proposal
to impose a severance
tax.
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Community Development
Corporation
of Butler County

SERVICES: Nonprofit economic development
organization that works with businesses and gov-
ernment to create and retain jobs in the county
through site selection, development, financing and
other resources

ADDRESS: 112 Hollywood Drive, Suite 102,
Butler

PHONE: 724-283-1961

WEBSITE: www.butlercountycdec.com

E-MAIL: butlercdc @ butlercountycdc.com

EXECUTIVE DIRECTOR: Ken Raybuck

Spigelmyer said Penn-

to producers than the

sylvania already is los-
ing business to Ohio,
where the severance tax
of 2.5 eents per thousand
feet of extracted natural
gas is more appealing

impact fee in Pennsyl-
vania.

Wolf’s proposal fol-
lows West Virginia’s tax
model of a 5 percent sev-
erance tax on the value
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W&’ve already seen for 2015 about
$9 billion of capital leave Pennsylva-

nia.

We're going to see a bit of a tightness
here in 2015. You'll see fewer rigs ac-
tive, You'll see fewer supply chain jobs

generated.

— Dave Spigelmyer,

Marcellus Shale Coalition president

of gas at the wellhead
plus 4.7 cents per thou-
sand cubic feet of gas ex-
tracted.

He claims it could gen-
erate as much as $1 bil-
lion for the state in its
first year,

Spigelmyer said if
Gov. Wolf's proposal is
approved, Pennsylva-
nia will lose more busi-
ness to Ohio, as well as
shale plays around the
world.

“It makes us uncom-
petitive with every other
shale play across the
U.8,” he said. “We will
see job reduction. We
will see economic de-
terioration in the shale
region.”

Pennsylvania has col-
lected more than $632
million during the first
three years of the im-
pact fee, according to
the state Department of
Environmental Protec-
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tion, which regulates
drilling.

The revenue goes to
various state agencies,
as well as proportion-
ally to counties and mu-
nicipalities in which
the most gas production
takes place.

Spigelmyer said Wolf’s
$1 billion revenue esti-
mate would fall far short
because drillers will do
more business outside
Pennsylvania.

He said the industry
also would continue to
decrease its investment
in infrastructure here
— development that is
needed to carry gas to
the most profitable mar-
kets, which includes the
Northeast and export-
ing.

Spigelmyer said now
is the time to encourage
companies to spend cap-
ital because infrastruc-
ture will help support
other industries across
the state. 4
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