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It's been a tough year or more in the energy industry, with prices tumbling, new drilling mostly on pause here in 

the Pittsburgh region, and thousands of layoffs in Pennsylvania. But a natural gas industry conference 

convened in Pittsburgh this week turned up signs of optimism that the worst might be over. 

 

To be sure, no one is jumping for joy just yet. It's only been two weeks of increases in the Baker Hughes rig 

counts that tally new oil and natural gas activity across the United States. And Pennsylvania's rig count has 

plunged over the past year along with prices, leading to concerns that the Marcellus Shale's ever-increasing 

production rates won't be sustainable as early as next year. But with natural gas prices on the increase from 

their near-historic lows of earlier this year, there's a better feeling than there has been since 2014 when things 

started to turn bad. 

 

"(The) sentiment is improving," said Richard Mason, chief technical director of Hart Energy, citing talk of a 

higher pace of capital expenditure spending among natural gas companies, if not the actual increases 

themselves yet. He acknowledged that the industry has gone through some "historically difficult times" but said 

the survivors were poised to reap the benefits of a bright future. 

 

"I think there is more optimism," Mark Rothenberg, CEO of natural gas driller Apex Energy LLC in Wexford, 

told the Pittsburgh Business Times in an interview. "You're seeing the rig count not continue to drop (which is 

positive) ... People are talking more optimistic for 2017." 

 

But Rothenberg, who leads an energy company backed by private equity and not as subject to the whims of 

the market, reserved judgment. 

 

"We'll see how reality goes," he said. 

 

One analyst, Bernadette Johnson, managing partner of Denver-based Ponderosa Advisors LLC, noted that 

natural gas production volumes were starting to fall. Dry gas production volumes nationwide have fallen from 

73 billion cubic feet per day to a little over 70.5 billion cubic feet over the past few months. 

 

"We're seeing some declines," Johnson said. 

 

Lowered rig counts and a cold winter could send prices above $4 per thousand cubic feet of natural gas next 

year, according to Ponderosa Advisors' forecast. Natural gas prices could also be constrained if the oil market 

recovers. The Henry Hub Natural Gas Spot Price for the week ending June 15 was $2.62, according to the 

U.S. Energy Information Administration. 

 

"We think prices could be over $4 next year. A lot of people think we're crazy," she said. 

 

An executive from Consol Energy Inc. (NYSE: CNX), which has said it's weighing whether to resume drilling 

sometime this year after a yearlong pause, declined to provide an update on the timeline. He also declined to 

say whether the dry Utica Shale, which has been seeing promising returns on investment, would be the focus 

of resumed drilling. 

 

"We haven't made any public comments on when we will resume drilling or where we will drill when we 

resume," said Consol Energy COO Timothy Dugan. "The Utica is a big part of those considerations." 

 

Several executives and analysts reported the merger and acquisition market getting stronger after a relatively 

quiet 2015. An analyst said that there were at least six potential M&A deals that she knew about right now. 

 



"Assets are going to change hands," Johnson said. 

 

One of those on the lookout for M&A is Rice Energy Inc. (NYSE: RICE), which had raised several hundred 

million dollars in a sale of common stock earlier this year to buy out of bankruptcy the natural gas assets of 

Alpha Natural Resources. Rice was outbid by Vantage Energy. Rice Energy CEO Toby Z. Rice said in an 

interview that the money was set aside for that purpose and was still available for potential acquisitions. 

 

"We're always looking," Rice told the Pittsburgh Business Times. 

 

Adding to the positive vibe at DUGEast was also the lift from Royal Dutch Shell's long-awaited announcement 

that it would in fact build a petrochemical plant in Beaver County after five years of Shell methodically going 

through analyses of the potential project in an industry on the down side of a boom-and-bust cycle. 

 

Range Resources Corp. COO Ray Walker cited the ethane cracker, as well as the facilities built by MarkWest 

Energy in Ohio and Pennsylvania and the Mariner East pipeline, as billions of dollars of investment in 

Appalachia. 

 

"None of these (investments) make any sense if there's not a lot of E&P folks investing ... (and building) wells 

to feed all of this stuff," said Walker. 

 

Drillers talked about how experience in the Marcellus Shale along with external pricing pressures have led 

them to significantly cut costs to drill and the time it takes to go from hole in the ground to producing gas. Most 

of the drilling companies that presented at the conference touted double-digit decreases in both. 

 

"Through the downturn, we have been driving costs down as we race toward our goal of being the highest-

margin producer in the lowest-cost basin," said Consol's Dugan. 

 

Range Resources has lowered costs per thousand foot of well length by 40 percent between 2011 and 2014 

even as service costs went up, Walker said. 

 

"We had to reinvent ourselves," said Tony Angelle, vice president of the Northeast Area, Southern Region, of 

oilfield services giant Halliburton. Angelle, and other producers, spoke of looking deep within to find out if 

things could be done differently, more efficiently, cheaper. 

 

There's good news, too, from the building of infrastructure — mostly pipelines like Mariner East — that connect 

Appalachian natural gas to markets where it can be sold. And that process is still ongoing. 

 

"We're convinced that market constraints will continue to dissipate in the next one to two years," said Richard 

D. Weber, chairman and CEO of PennEnergy Resources. 
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