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The Texas Take - This week's informal report on material news developments and our quick takes

on the fullstream impact for Texas Oil, Gas and NGL

Longhorn Midstream Launches Open Season for Permian
Gathering System: Longhorn Midstream Launches Open Season
for the 50-mile Touchdown Crude Oil Gathering System in the
Northern Delaware Basin

Our Take: With production projected to grow by more than 1,400
Mbbl/d in the Permian region this year, new gathering systems will
be needed to collect the additional volumes from the wellhead to
existing or currently being constructed long haul pipelines for
deliveries to key markets. This should lead to tighter WTI Midland
prices to WTI Cushing and Gulf Coast light sweet prices such as
Magellan East Houston benchmark when the crude arrives at either
or both of the US hub at Cushing or the Gulf Coast.

Kinder Morgan to Construct Gray Oak Pipeline Connection: In
its 2Q19 earnings release and investor call, Kinder Morgan VP &
President of Natural Gas Pipelines Thomas A. Martin disclosed that
the company plans to go ahead with a 100 Mbbl/d pipeline
connection to the 900 Mbbl/d Gray Oak pipeline. The pipeline
connection will be at a station in South Texas and will transport
crude oil in the KMCC pipeline to the Houston Ship Channel.

https://www.businesswire.com/news/home/20190715005175/en
https://finance.yahoo.com/news/edited-transcript-kmi-earnings-conference-051406362.html


Our Take: The new pipeline connection provides an additional
destination for Permian crude oil. The Gray Oak pipeline already
had plans to start up deliveries to Ingleside, Corpus Christi, Three
Rivers and Sweeny/Freeport. With this news, Gray Oak will soon
be able to deliver to the Houston Ship Channel and likely even the
Louisiana Gulf Coast through additional pipeline inter-connects.
Deep-water export terminals are pending across the Texas shore
while the Louisiana shores currently have one deep-water export
terminal operating. The startup of the Gray Oak and the Kinder
Morgan connector to Houston by yearend 2019 should see WTI
Midland, WTI Cushing and Magellan East Houston light sweet
crude prices differentials narrow.

Energy Transfer Announces Binding Supplemental Open
Season for the Bakken Pipeline System: Energy Transfer
announced that it has launched a binding supplemental open
season for the Bakken Pipeline System. The system comprised of
two pipelines, the Dakota Access Pipeline and the Energy Transfer
Crude Oil pipeline plans to increase the system’s capacity from 570
Mbbl/d to 1,100 Mbbl/d.

Our Take: The pipeline system recently went through a 50 Mbbl/d
expansion in order to alleviate pipeline bottlenecks in the region.
However, Bakken crude output continues to exceed pipeline
takeaway. The region has seen additional pipeline capacity quickly
filled, which has driven an uptick in crude by rail deliveries.
According to the latest North Dakota Pipeline Authority (NDPA)
Monthly Update, North Dakota produced 1,393 Mbbl/d of crude oil
in May (latest available data), with nearly 22% or 300 Mbbl/d
transported on rail (62% of the crude by rail deliveries went PADD
V, 33% to PADD I and about 5% to PADD III). By nearly doubling
the pipeline system, we believe that this will not only provide
additional capacity to support production growth. But the new
southbound pipeline capacity will likely also lead to a reduction in
crude by rail deliveries to key destinations like PADD V and an

https://stratasadvisors.com/member/Downloads/Energy%20Transfer%20Announces%20Binding%20Supplemental%20Open%20Season%20for%20the%20Bakken%20Pipeline%20System
https://ndpipelines.files.wordpress.com/2019/07/ndpa-july-16-2019-update-press-slides.pdf


increase in pipeline deliveries to PADD III Gulf Coast region. The
completion of the expansion project should see Bakken crude
prices narrow differentials with Magellan East Houston light crude.

LNG Terminals News: Firstly, Kinder Morgan’s 1.0 Bcf/d Gulf LNG
project in Pascagoula, Mississippi has obtained FERC approval for
converting the facility from import to export terminal. Secondly,
Freeport LNG’s 0.6 Bcf/d Train 1 is said to be ramping up to full use
in September. Lastly, storm Barry affected loadings at several
liquefaction facilities along the Gulf Coast, particularly Cheniere’s
Sabine Pass terminal.

Our Take: We expect LNG exports to continue to ramp toward
higher levels in the 2  half of 2019 as new plants ramp up after
going online (Cameron Train 1 and Freeport Train 1) and as storm
impacts dissipate. Natural gas loadings dropped by 20% because
of storm Barry’s landfall last Saturday. Since Monday, it became
clear that permanent disruption was minimal and operations
normalized this week since Monday.

Kinder Morgan Latest Pipeline to Run from West to East
Texas: In their latest investor call, Kinder Morgan has said that their
Permian Pass natural gas pipeline project seeks to move up to 2
Bcf/d of natural gas from Permian Basin to LNG terminals along
Gulf Coast.

Our Take: This is the third natural gas pipeline project for Kinder
Morgan that aims to send Permian gas to markets on or off of the
US Gulf Coast. Scheduled to start in 3Q19 and 3Q20, the Gulf
Coast Express and Permian Highway pipelines, respectively, would
add 4 Bcf/d of combined takeaway capacity. The start of these
projects should rapidly narrow the price differentials between Waha
and Henry Hub. That should also reduce flaring levels in Permian
which have reached close to 650 MMcf/d in 2019.

nd

https://www.houstonchronicle.com/business/energy/article/FERC-approves-Kinder-Morgan-s-Gulf-LNG-project-14102776.php
https://www.chron.com/business/energy/article/Kinder-Morgan-s-newest-Permian-Basin-pipeline-14103781.php?cmpid=ffcp#photo-16311113


PetroLogistics II Planning New PDH Plant: PetroLogistics II
announced plans to build a 500 Mtonne/year propane
dehydrogenation (PDH) plant on the US Gulf Coast.

Our Take: Since the shale revolution began, US industry has
added just two PDH plants on US soil (Dow Chemical and
Enterprise Products Partners) despite the growing availability of
propane feedstock. The only other existing US PDH plants predate
the shale gale and were built by the predecessor company to
PetroLogistics, which was sold in prior years to Flint Hills, a Koch
Company. Additional proposed projects have been cancelled or
delayed by low propylene margins. If completed, we estimate this
PDH plant would use 20 MMcf/d natural gas for fuel and about 25
Mbbl/d of propane for feedstock. We will watch upcoming quarterly
calls by Enterprise Products, Dow, Lyondell and others as to what
they say about new projects or rebooting their previously-
announced but cancelled PDH expansion projects. Flint Hills may
also have some intent to expand their existing PDH operation, but
this private company is very tight-lipped and rarely discloses
capacity expansion plans.
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