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Recent energy industry headlines as reported by 
Talk Business & Politics

• Landowner groups take legal action to block Clean Lines project
 Two landowner groups along the proposed $2 billion Plains & Clean Line project !led a legal 
complaint Monday (Aug. 15) against the U.S. Department of Energy (DOE) and the Southwest-
ern Power Administration over the use of federal eminent domain powers in Arkansas to bene!t 
a Texas for-pro!t venture group.
 Golden Bridge LLC and Downwind LLC, two groups formed last year to protect property 
rights and interests of member landowners along the entire route of the proposed 700-mile proj-
ect, !led the complaint against the two federal agencies regarding their approval and participa-
tion in the proposed project in late March.

• Fort Smith-based AOG being sold to Summit Utilities
 A"er 72 years of ownership, the Witt Stephens family is selling Fort Smith-based Arkansas 
Oklahoma Gas Corp. to Summit Utilities, a company founded in 1996 that has operations in 
Colorado, Missouri and is in the process of expanding into Maine. Terms of the deal were not 
disclosed.
 AOG has around 60,000 natural gas taps in western Arkansas and eastern Oklahoma, while 
Summit’s website says the Littleton, Colo.-based utility has 40,000 customers and is expected to 
add around 15,000 customers in 2017 through a Maine subsidiary.

• Murphy USA quarterly income jumps 77%
 Murphy USA Inc.’s second quarter pro!ts rose nearly 77% as the El Dorado convenience store 
operator doubled down on its strategy to grow away from Walmart parking lots and build more 
company-branded gas stations.
 For the period ended June 30, the Arkansas gasoline marketer and retailer reported second 
quarter earnings of $46.3 million, compared to year ago earnings of $26.2 million. Total reve-
nues declined 10.7% to $3 billion, compared to nearly $3.36 billion in the same period of 2015.

• Weslpun gets $47 million contract on Diamond Pipeline project
 Little Rock-based Welspun Tubular has received a $47 million contract to manufacture two-
thirds of the pipe needed to construct the 440-mile Diamond Pipeline, a controversial multistate 
project that will ship light, sweet premium grade crude oil from Cushing, Okla., to Valero Corp.’s 
sprawling re!nery facility in Memphis, Tenn.



By Talk Business & Politics Staff

As consumers burn their air-conditioner to stay cool 
during dog days of summer, U.S. spot electricity prices 

have nearly doubled in most markets as the nation’s top 
utilities and grid operators have seen a huge surge in power 
demand.
 In May, the Midcontinent Independent System Operator 
(MISO) projected that it would have adequate reserves to 
meet 2016 summer peak demand. MISO, which operates its 
four-state South region grid operations from its command 
center in Little Rock,  forecasted summer demand to peak 
at 125.9 gigawatts (GW) and 148.8 GW of capacity will be 
available to meet demand. #is 18.2% percent reserve margin 
is slightly above MISO’s reserve margin requirement of 15.2%.
 Generation retirements across the MISO footprint, which 
includes the Arkansas, are driving a tightening of available 
generation across the region. #e tight operating conditions, 
coupled with hotter weather, increase the likelihood of need-
ing to rely on emergency operating procedures to gain access 
to additional resources to ensure reliability.
 “MISO and its members have worked hard to ensure 
reliability this coming summer,” said Todd Ramey, MISO’s 
vice president of system operations. “While we are predicting 
adequate resources, generation retirements across the region 
create a new operating reality. MISO will continue to work 
with stakeholders to make sure MISO is well-positioned for 
the future.”
 #e U.S. Energy Information Administration (EIA) recently 
began public testing of its new online tool that will provide 
near real-time electric operations data for the Lower 48 states. 
#e EIA portal provides an overview of the U.S. grid, a status 
map demand for grip operators such as MISO and Little 
Rock-based Southwest Power Pool, and detailed daily data on 
the power demand and other wholesale electricity informa-
tion. #e tool can be accessed at www.eia.gov.
 Spot prices for electricity delivery ranged from a high of 
$72.68 per megawatt hours in New England market, to $36.17 
in the Southwest. Mid-Atlantic spot prices for delivery on 
Aug. 12 (Friday) were up 54.7%.

U.S. power prices surge in 
August as summer electricity 
demands peak
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Oil and natural gas production jobs in May 
were 26% lower than in October 2014

Arkansas Energy Report

Despite increases in crude oil prices since the start of the year, 
employment in oil and natural gas extraction and support 

activities continued declining from levels reached in the fall of 2014, 
just before the onset of falling oil prices.
 #e total rig count (including both oil-directed and natural 
gas-directed rigs) has declined even more sharply, from nearly 1,800 
rigs in the fall of 2014 to a weekly low of 404 rigs in May 2016. 
Crude oil production has also declined, but to a much lesser extent 
than either employment or rig counts, while natural gas production 
has leveled.
 Employment in oil and natural gas production reached a high 
of 538,000 jobs in October 2014. Since then, oil and natural gas 
production employment declined 26%, a loss of more than 142,000 
jobs through May 2016, based on the latest jobs data available. #e 
total decrease in production jobs is nearly three times the 51,000 
jobs lost over a 13-month period during the 2008-09 recession. Not 
all production jobs are directly related to drilling. #e majority of 
the jobs are for extraction or support activities, which include the 
operations of drilled wells, exploration, excavation, well-surveying, 
casing work, and well construction. #is also includes the mainte-
nance of already producing wells.
 #e e$ects of the reduction in drilling and employment in crude 
oil and natural gas production have been relatively modest, with 
production levels in May down 6% and 1%, respectively, relative to 
their level in May 2015. Compared to October 2014, the peak month 
for employment in the sector, May 2016 crude oil production was 
2% lower, while natural gas production was %at.
 #e divergence between trends in rig counts and employment on 
the one hand and oil and the trends of natural gas production on 
the other are attributable to increases in production per new wells 
in key regions, driven in part by advances in siting and drilling tech-
nology. For instance, new well oil production per rig so far in 2016 
has been more than twice its 2013 level in areas such as the Bakken, 
Eagle Ford, and Permian. Growing o$shore crude oil production 
in the Gulf of Mexico has also helped to o$set declines in Lower 48 
onshore production.
 In Arkansas, the state mining and logging sector, which includes 
the oil and gas sector, lost 1,400 jobs in the past year as all of the 
Fayetteville Shale developers have pulled up stakes and halted drill-
ing actively. In July, Fayetteville Shale leader Southwestern Energy 
Inc. said it plans to bring back employees laid o$ earlier this year. 
#e Texas driller’s new strategic plans will reinitiate a companywide 
drilling and completion program that will bring !ve new rigs back 
into operation for the rest of 2016, including one new rig and a 
healthy $73 million in capital spend in the Arkansas shale play.

 Other Fayetteville Shale drillers, including ExxonMobil’s XTO 
Energy and Australia-based BHP Billiton, have moved their drilling 
operations from the state’s unconventional dry-gas development in 
Arkansas to other liquids rich shale plays across the U.S. and have 
not announce any plans to re-up activity in Arkansas any time soon.
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CRUDE OIL (NYMEX): 
$43.51  up 4.2%

NATURAL GAS (NYMEX): 
$2.55 (per million Btu)       down 0.4% 

COAL (NYMEX): 
$39.50 (per ton)       unchanged

GASOLINE (RBOB, essentially the raw commodity):  
New York $1.36 cents per gallon 
Gulf Coast $1.18 cents per gallon

Los Angeles $1.34 cents per gallon

Here the highlights for U.S. 
energy commodity prices 
at the end of Aug. 11, 2016:



A"er a brief post-Independence Day run-up, Arkansas pump 
prices have fallen well below $2 a gallon again in most areas 

of the state and allowed local motorists to see some of the lowest 
prices in the U.S.
 According to AAA, the national average price for regular 
unleaded gasoline is $2.13 per gallon on Aug. 8, which was the 
lowest price for that date since 2004 and 26 cents below 2016’s 
peak price to date of $2.40 on June 11. But at $1.94 per gallon on 
average, Arkansans in every region of the state are !nding they 
can !ll up the tank of an average 15- to 16-gallon vehicle for less 
than $40.
 Energy analysts attribute abundant stockpiles of gasoline from 
the nation’s re!neries for the starkly lower pump prices across 
the country during this summer driving season. However, the 
U.S. Department of Energy last week reported the largest gaso-
line supply decline since April (3.3 million barrels), which was 
enough to at least temporarily reverse the lengthy slide in pump 
prices over the past several days.
 Gas prices dropped in 38 states and Washington, D.C. in the 
past week, but were largely o$set by increases in several Midwest-
ern states. Despite a weekly increase in 12 states, prices remain 
lower in every state versus one year ago, including discounts of 75 
cents or more in three Western states.
 Motorists in South Carolina, Alabama, Mississippi, Arkansas, 
Louisiana, and Texas are enjoying pump prices among the top 
ten lowest in the nation. #e Gulf Coast is home to the bulk of 
U.S. re!ning capacity, which will likely keep prices relatively low 
barring a hurricane or other unexpected event through the end of 
the summer driving season on Labor Day Weekend, analysts say.
 In Arkansas, AAA’s fuel gauge shows motorists are paying on 
average about $1.94 per gallon for regular unleaded, $2.14 for 
diesel and $2.45 for premium grades to !ll up their tanks. Some 
areas of the state are seeing prices as low as $1.74 per gallon in 
northeast and northwest Arkansas, according to GasBuddy.com.

By Talk Business & Politics Staff

Most Arkansas drivers seeing pump 
prices below $2, prices expected to 
remain steady until Labor Day
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The average Arkansas metro 
prices for regular unleaded 
and diesel accosting to the 
AAA fuel gauge:

Fort Smith
$1.90/gal
$2.16/gal
 
Li!le Rock/North Li!le Rock
$1.94/gal
$2.15/gal
 
Northwest Arkansas
$1.90/gal
$2.07/gal
 
Texarkana
$1.96/gal
$2.19/gal
 
Pine Blu"
$1.99/gal
$2.16/gal

REGULAR 
DIESEL
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Severance tax collection for the year ended June 30, 2016, o$ers 
a new reality for the state’s maturing natural gas industry, which 

at one point at the peak of Fayetteville Shale production pushed 
Arkansas into the nation’s top 10 states for marketed sales of the 
naturally occurring hydrocarbon.
 But at the end of !scal 2016, Arkansas severance tax collections 
fell to the lowest level since the Arkansas legislature raised the levy 
on natural gas production, applying tax rates of 1.25%, 1.5%, and 
5% depending on the well classi!cation by the Arkansas Oil and 
Gas Commission. For the year, severance tax revenue for natural gas 
sales declined 59.5% to $31.8 million in !scal 2016. On a month-
ly basis, June collections of $1.33 million were the second-lowest 
amount in !scal 2016 and down a whopping 85.4% from $9.1 mil-
lion in June 2016.
 In the !rst month of !scal 2017, which began on July 1, severance 
collections only amounted to $1.76 million, down nearly 50% from 
$3.48 million a year ago. #at total is less than every month in !scal 
2016 except May and June, the two months preceding the July reve-
nue report.
 Despite the rapid decline in severance tax collections, the revenue 
drop from the sale of marketed natural gas has had little impact on 
overall state tax collections, allowing Arkansas to escape the budget 
crunches that Louisiana, Oklahoma, Alaska and other states that 
have felt from the steep decline in commodity prices. According to 
the preliminary data from the National Association of State Budget 
O&cers (NASBO), there has been a noticeable slowing in overall 
revenue collection in most U.S. states. For example, NASBO said a 
new short survey on year-end tax collections seem to indicate slower 
than anticipated revenue growth from earlier median forecasts of 
2.8% growth rate for all 50 states combined.
 “State revenue growth slowed in !scal 2016 for a number of 
reasons including the impact of low oil and natural gas prices on 
energy-producing states, the weaker stock market performance in 
calendar year 2015, and modest national economic growth,” NASBO 
analyst Brian Sigritz said in July 29 blog post. “It is likely that the 
slow revenue growth will continue into !scal 2017, with the median 
projected growth rate being 3.1%.”

 In the last “!scal notes” posted by the Arkansas Department of Fi-
nance and Administration on monthly revenue reports, state budget 
o&cials noted that severance tax collections in Arkansas for the !rst 
11 months of !scal 2016 were 10.8% or $950,000 below forecast.

Severance tax collections 
continue decline, but Arkansas 
escapes budget woes of other 
energy-producing states
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$31.8 million
Arkansas severance tax 

revenue in fiscal year 2016

59.5%
decline in fiscal 2016 severance tax 

revenue compared to fiscal 2015

Severance tax revenue 
to begin fiscal year 2017
July 2016: $1.76 million
July 2015: $3.48 million
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The U.S. rig count saw a solid increase this week as some U.S. 
drillers are being forced back to work in order to pay o$ 

mounting debt and at least generate enough cash %ow to lessen any 
!nancial crunches until oil and gas prices rebound.
 For the week ended Aug. 12, the U.S. rig count rose by 17 to 481, 
according to Baker Hughes Inc. #e number of oil rigs in operation 
increased by 15 to 396, natural gas rigs rose by two to 86, and one 
miscellaneous rig came back on line. Still, the U.S. rig count has 
declined 54.4-% to 403 rigs, compared to last year’s count of 884. 
For the year, oil rigs are down 276, gas rigs down 128, and miscella-
neous rigs up one.
 According to the EIA, although the crude oil price decline since 
2014 has led to signi!cant reductions in operating cash %ow for U.S. 
oil companies, their immediate !nancial situations are improving. 
As oil companies’ spending falls and crude oil prices increase, the 
need for oil companies to !nd external sources of funding may 
decline, which could reduce !nancial strain in the coming quarters.
 First-quarter 2016 !nancial results from U.S. onshore producers 
reveal an improving balance between capital expenditure and oper-
ating cash %ow. Although operating cash %ow was the lowest in any 
quarter in the past !ve years, larger reductions to capital expendi-
ture brought these companies closest to self-!nance. With crude oil 
prices such as the global benchmark Brent price averaging over $45 
per barrel in the second quarter – a 34% increase from !rst-quarter 
2016 – cash %ow may improve and help o$set declining revenue 
from lower production.
 #e di$erence between operating cash %ow and capital expen-
diture—known as free cash %ow or the !nancing gap – represents 
whether a company can pay for its investment through its a"er-tax 
pro!ts. Over the past !ve years, companies substantially increased 
investment spending to raise production. In 2012 and early 2013, 
operating cash %ow was about half of capital expenditure, making 
external !nance necessary to pay for investment in production 
growth, the EIA said.
 Still, operating cash %ow has declined over the past year, but it 
nonetheless has covered an increasing share of capital expenditure 
as companies are reducing their investment budgets more quickly. 
Smaller investment budgets are lowering the amount of cash U.S. 
onshore oil producers need to raise through outside sources.
 Capital expenditure decreases, however, may lead to further 
declines in production for U.S. oil producers. First-quarter 2016 
was the !rst year-over-year decline in crude oil and other liquids 
production for these companies in the past !ve years, driven by 

declines from existing !elds and a lack of new well drilling. Falling 
production would likely reduce revenue and cash %ow absent an 
increase in crude oil prices.

U.S. rig tally up by 17, natural gas 
count rises for first time in weeks
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The U.S. rig count is now 
at the lowest level since 
Baker Hughes began 
keeping such data in 
the 1940s.

The U.S. Rig Count by State 
(Top Ten, as of Aug. 12)

Texas: 230
Oklahoma: 61
Louisiana: 42
North Dakota: 29
New Mexico: 31
Colorado:  21
Pennsylvania: 15
Ohio: 14
Wyoming: 8
Virginia: 7
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