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Reports say Marcellus Shale natural gas has
national impact and larger reserves than

predicted
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PITTSBURGH—- There’s been plenty
of debate over the Marcellus Shale natural
gas field, but new research adds a twist that
could impact political and environmental
battles. Two independent financial firms
say the Marcellus isn'’t just the biggest
natural gas field in the country it's the
cheapest place for energy companies to
drill.

One of the reports adds that the
Marcellus reserves that lie below parts of
Pennsylvania, West Virginia, Ohio and
New York are far larger than recent
government estimates, while another said
the powerful combination of resource,
cost and location is altering natural gas
prices and market trends across the nation.

The Marcellus could contain “almost
half of the current proven natural gas
reserves in the U.S,” a report from
Standard & Poor’s issued this week said.
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Another recent report from ITG
Investment Research, a worldwide
financial firm based in New York, found
that a detailed analysis of Marcellus well
production data suggested that federal
government estimates of its reserves “are
grossly understated”.

The new information increases the
likelihood that natural gas will be used for
more and more energy needs, such as city
buses, industrial use, and electric power
generation, according to Manuj Nikhanj,
the head of Energy Research at ITG. And
though low wholesale prices have
squeezed drilling companies’ revenue,
the S&P report says the Marcellus has the
lowest production cost of any natural gas
field in the nation, adding to the
likelihood of a continued boom.

Earlier this year, the federal Energy
Information Administration sharply
lowered its estimates of Marcellus
reserves, from 410 trillion cubic feet
down to 141 trillion cubic feet. That
adjustment was widely reported,
including by The Associated Press.

But that lowered estimate doesn’t
correspond with actual well production,
said Nikhanj. He said their analysis
shows that the Marcellus contains about
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330 trillion cubic feet of gas, more than
double the size of the next largest field in
the nation, the Eagle Ford in south Texas.

Some financial firms and critics of gas
drilling had suggested that the EIA
estimates supported theories that
Marcellus production might decline more
rapidly than expected, and thus be far less
profitable for energy companies. But
Nikhanj said a review of actual Marcellus
well data shows that on average they're
producing more gas than expected, not
less.

The S&P report said the growing output
from the Marcellus is putting pressure on
energy companies in Canada and the
Rocky Mountains, which have
traditionally exported large amounts of
gas to the lucrative Northeast market. But
it appears that in the near future, the
Northeast will get most or all of its gas
from the Marcellus.

The S&P report also said Marcellus
production also means there will likely be
more and more pipeline construction in
the Northeast.

Ironically, the vast production coming

out of Marcellus wells in Pennsylvania
and West Virginia may have given some
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breathing room to New York, where  =R& Ho|1 9l 178 Frof & 4 B3 it}
residents, government officials and gas @A o] HPHE 78 FojA dA|H o7
drillers are engaged in an extended debate &7} E]o]9l= Alefolct

over whether to allow the new gas

production method known as hydraulic

fracturing, or fracking. Fracking is under

moratorium in New York until the debate

iS resolved.

Hydraulic fracturing has made it S|t o= w4 Zo] 9x|8 A8-9f
possible to tap into deep reserves of oil 7}AE YF3F 5= A HFAAE, 1 2ol A
and gas but has also raised concerns == A5 2l5te] SAof 87 2. ¢of that
about pollution. Large volumes of water, 92jo] Zi g% =olx]4 st}
along with sand and hazardous
chemicals, are injected underground to
break rock apart and free the oil and gas.

Regulators contend that overall, water A dREL AR oz 23l & )
and air pollution problems are rare, but 4291 37]94 EAl= o] et
environmental groups and some scientists F#st1 QAT SHATHA| S Y RS
say there hasn't been enough research on o] 240 #3}o] o}z B3} ¢7L7} o]Fo]7|
those issues. The industry and many =z Qolthar watch v 2 AR A2}
federal and state officials say the practice A4t s A7} 91 Aolw, 42|83
is safe when done properly, and many u}ajjol| gt 2% 7|2E% 73k A

rules on air pollution and disclosure of the 3}z it}

chemicals used in fracking are being

strengthened.

“This excess production has really taken “2f o] 2} APAL
the pressure off New York’s moratorium. gl Feks £oj1 glon YFHS 584X
It's given them more time” to decide  ohdx|o| tjsjiA] Thekst Aj7H4] ol 45 F=Qictar
whether to allow drilling, said George 3 4= 9J&Uth "2kl PennFutureAle] 342l
Jugovic Jr., president of PennFuture. George Jugovic JrA+& 3t}
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Nikhanj said that strictly from a market Nikhanj#l+&= AASH AJA=a]2] T of A
standpoint, New York’s share of the Erjhd %8 2] Marcellus "R 2182 A7}

Marcellus may not matter. = Aol glrhar FABI}
The talk of a continued boom had one 12|} 0|83t Al4E F3tof| j}o] gt ol A
energy expert urging caution. AE7}= Zolsfjokat Ao glrhal WEic)
“Sounds hopeful for the local economy, 2194 ARl 2ol Bzl Aoz ral
but the energy business has always been 4= QIA|gt oq] Al}S AU 33 3).

=]
2
boom-and-bust, so long-term predictions ©317}= EobAalt Ao 7o A7) 2ol wt
are pretty risky,” Carnegie Mellon 3&}7]7} 8oy} o]g€4Ut} "2kal Carnegie
University professor Jay Apt wrote in an  Mellon University2] 14291 Jay Apt= 5%
email. gt

fllo

“Perhaps we will get lucky,” Apt wrote, O B2 Qo] ke 4w QA|uE HAML o}
but added that because Pennsylvania 7} 712 vj&o] tisto] ZAHAS FrbshA] 9t
doesn't directly tax gas output or deposit ¢lom 0807 Alet 7|3 2AIEIK] F=rhd
some of the proceeds of its fee into a trust Marcellusol|4] ¥ 0|52 A7} Alebdw
fund, the Marcellus benefits will run out  4=% gtk 45} Qlc} KEA
one day.
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