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NATURAL GAS
U.S. shale economics challenged 
as crude, natural gas prices collapse
The plunge in crude oil prices over the past six 
months has led to a predictable deterioration in well 
economics across key U.S. oil and gas basins, with 
virtually all major plays now earning average internal 
rates of return of less than 20 percent — a scenario 
that contrasts sharply with July 2014, when many 
were generating IRRs well in excess of 50 percent.

According to January estimates from Platts unit 
Bentek Energy, average IRRs for 24 major U.S. oil 
and gas plays have all sunk below 20 percent, while 
returns for a small handful of predominantly dry gas 
plays have even slipped into negative territory.

The top five most economical plays in the cur-
rent price environment, according to Bentek, are the 
Anadarko Cleveland, the Permian Delaware, the 
Anadarko Mississippian, the Bakken, and the Marcel-
lus Wet, all with IRRs north of 14 percent.

All five, with the notable exception of the wet gas 
regions of the Marcellus, are oil-rich plays featuring oil 
cuts of 45 percent or higher.

Meanwhile, the five 
weakest basins — the 
Arkoma Woodford, the 
Uinta, the Barnett, the 
Marcellus Dry, and the 
Piceance — are pre-
dominantly gas-rich 
plays, with the notable 
exception of the Uinta. 
Read more ... — Ar-
jun Sreekumar, Platts.
com, Jan. 13

SMART METERS
A smart investment for smart meters: 
long-term benefits of implementing LTE
The question remains, how will utility companies 
ensure that smart meters’ investment dollars make 
sense?

The future of smart metering offers substantial fi-
nancial benefits for both the consumer and utility pro-
vider. For the customer, estimated monthly or quarter-
ly bills will be retired in favor of detailed and accurate 
energy consumption accounts at a daily — or even 
bi-hourly — rate, affording them greater control over 
their energy use in accordance with their needs and 
lifestyles. For the provider, smart metering will re-
duce manpower costs as bill queries are reduced and 
meter readings performed remotely. Two-way com-
munication will mean system faults are detected and 

often remedied automatically, minimizing wastage and 
energy theft and reducing overall capital expenditure. 

However, for financial benefits to be fully realized 
the most reliable and cost-efficient technology must 
be used to connect the metering devices. Utilizing op-
timized 4G LTE connectivity offers the best long-term 
solution for smart metering.

A global migration is underway, moving from 
regular to smart metering networks. Driven primarily 
by government regulation and encouraged by rising 
fuel prices and a growing appreciation for the need of 
more efficient energy generation and management,  
current projections see the global smart meter market 
growing to $10.7 billion by 2020, with just under one 
billion installed meters. Read more ... — Eran Eshed, 
EnergyCentral.com, Jan. 8

ELECTRIC
Electric power sector coal stocks
In November, total U.S. coal stockpiles increased by 
4 percent, or just over 5.5 million tons, to 142 mil-
lion tons. The increase in coal stockpiles this month 
follows the normal pattern of building stocks during a 
shoulder month before winter. During Fall 2014, the 
magnitude of the increase, one of the largest in many 
years, was a welcome sign given the concern ex-
pressed this year in regards to low stockpile levels. In 
the Midwest, stockpiles at many coal-fired generators 
were rapidly depleted last winter as a result of in-
creased electricity demand and rail delivery problems. 
This caused some power plant operators to take con-
servation measures by lowering output or idling units, 
buying replacement power on the wholesale market, 
and re-routing deliveries from one plant to another in 
order to manage stockpiles. Railroad operator BNSF 
has also been called on to increase coal deliveries to 
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power plants, as this problem has centered on subbi-
tuminous coal deliveries from the Powder River Basin 
across BNSF rail lines. Read more ... — EIA.gov, 
Jan. 26

MIDWEST ENERGY ASSOCIATION
REGULATORY REPORT
Compiled by Patrick Van Beek, December 2014
PHMSA issues ‘Guidance for 
strengthening pipeline safety’ 
On Oct. 15, 2014, the Pipeline and Hazardous Ma-
terials Safety Administration published in the Federal 
Register its Advisory Bulletin ADB-2014-05, which 
provides guidance concerning the characteristics of 
a mature integrity-management program-evaluation 
process and the use of meaningful metrics to assess 
operator performance. The Advisory Bulletin builds 
upon previously established processes to define, 
collect and analyze meaningful performance data. In 
particular, the Advisory Bulletin provides more detailed 
and comprehensive explanations of the requisite pro-
gram evaluation that pipelines must conduct, as well 
as the selection of meaningful performance metrics to 
support that evaluation.

PHMSA stated that the Advisory Bulletin should be 
utilized by operators to develop and perform integrity-
management program evaluations. According to the 
Advisory Bulletin, inspectors will rely upon PHMSA’s 
guidance to assure that pipeline operators are devel-
oping sound program-evaluation processes that apply 
a robust and meaningful set of performance metrics. 

NFPA 70E introduces a major shift 
in evaluating electrical risk
The National Fire Protection Agency recently pub-
lished the 2015 update to the NFPA 70E Standard 
for Electrical Safety in the Workplace, which provides 
owners, operators, managers, employers and employ-
ees with the latest information to comply with OSHA 
1910, Subpart S (electrical standards for general 
industry) and OSHA 1926, Subpart K (electrical 
standards for construction). NFPA 70E is a series of 
guidelines rather than laws. However, following NFPA 
70E standards is a key tool to ensure compliance with 
OSHA regulations on electrical safety.

Most of the changes simplify and clarify the NFPA 
70E Standard as it pertains to arc flash, arc blast, and 
direct current hazards, and recent developments in 
electrical design and personal protective equipment 
(PPE). The 2015 edition of the NFPA 70E standard 
changes include:

• An arc flash risk assessment, which is a change 
from arc flash hazard analysis. When an arc flash 
hazard exists, a risk assessment is conducted to de-
termine the appropriate safety-related work practices, 
arc flash boundary, and PPE to be used.

• A formalized electrical safety program which takes 
into account the condition of maintenance of electrical 

equipment and systems. 
The safety program also di-
rects activity appropriate for 
electrical hazards, voltage, 
energy level, and circuit 
conditions.

• Elimination of the Pro-
hibited Approach Boundary. 
All references to the Pro-
hibited Approach Boundary 
have been deleted throughout the 2015 edition. The 
Restricted Approach Boundary is the point beyond 
which only qualified personnel can pass and they 
need to wear the necessary PPE.

• New arc flash personal protective equipment 
tables which incorporate several formatting changes 
to the existing PPE tables. Table 1 lists activities that 
pose a potential arc-flash hazard and those that do 
not. If an arc-flash hazard is present, Table 2 is used 
to determine arc-rated clothing and PPE. The PPE 
categories are no longer based on perceived risk and 
the arc-flash boundaries are rounded up to the near-
est foot (except for PPE Category 1).

NERC to review electric system 
recovery and restoration plans
On Sept. 30, 2014, the Federal Energy Regula-
tory Commission (FERC” announced that its staff, 
in conjunction with the staff of the North American 
Electric Reliability Corporation (NERC), will conduct 
a joint-review of the electric utility industry’s bulk 
power system recovery and restoration plans. FERC’s 
Request for Participation in Reliability Assessment 
explained that recent reliability events stemming from 
extreme weather, bulk power system disturbances, 
and possible cyber/physical attacks have highlighted 
the importance of such procedures.

According to FERC’s press release, a group of 
entities “with bulk power significance” have agreed to 
participate in the study. However, FERC emphasized 
that the joint-staff review is not a compliance and 
enforcement initiative. Rather, the review is intended 
to support entities in ensuring reliable restoration of 
the bulk power system following a reliability event and 
reviewing the adequacy of reliability standards.

In particular, FERC and NERC staffs will:
• Gather information from the participating entities;
• Compare the content, scope, and interrelation-

ships between restoration plans;
• Assess the clarity and effectiveness of pertinent 

reliability standards;
• Identify good industry practices or make recom-

mendations for effective restoration and recovery 
plans; and

• Examine the participating entities’ reports or 
recommendations from past major reliability events to 
better understand the effectiveness of their recovery 
and restoration plans.
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