
  
September 30, 2019 
 
Greetings! 
 
My apologies for the delay in getting this version of our bi-monthly newsletter out. 
 
 
Wyoming Pipeline Authority Activity 
 

• We spoke before the Joint Minerals, Business & Economic Development Committee on 
August 29 to discuss how the Wyoming Infrastructure Authority (WIA) and the 
Wyoming Pipeline Authority (WPA) are progressing with respect to merging into the 
Wyoming Energy Authority.   

• The WPA presented “A Random Walk Down Commodity Street” at the 22nd annual 
Wyoming Gas Fair in Casper on Wednesday, September 11.  Discussions held with 
EORI and Exxon on CO2 availability and Enhanced Oil Recovery Institute. 

• The WPA, in conjunction with The Enhanced Oil Recovery Institute (EORI), has been 
working on a mapping system to identify CO2 pipelines operating and proposed in the 
state.  We are hoping to align infrastructure with fields having the highest potential for 
incremental production in the State.  To the extent CO2 infrastructure doesn’t align with 
“highest potential” reservoirs, the WPA and EORI will look at the design and cost of 
infrastructure necessary to move CO2 supplies.  

• The WPA attended the Western Regional Carbon Capture Deployment Initiative meeting 
in Casper on July 30th.  Wyoming is in a very good position to sequester CO2 and capture 
the benefits of 45 Q carbon capture tax incentives offered by the federal government.  
The credits are worth $35 to $50 per ton of CO2 stored and could pave the way forward 
for incremental royalty revenue from sequestration of CO2 in enhanced oil recovery 
projects as well as carbon capture and sequestration projects on coal fired generation 
units.  We should discuss with Rocky Mountain Power. 

• The WPA is undertaking a complete inventory of all major pipelines being proposed or 
under construction within the state and in immediately adjacent states. 

 
Wyoming Energy Authority 
The WPA and WIA boards are meeting on a regular basis to begin the strategic planning 
necessary to assure that the WEA is up and running before it “officially” opens for business July 
2020.  The next Energy Authority Planning session will be Friday October 11, 2019 in Cheyenne 
from 9 am to 12 pm.  Both WPA and WIA Boards will be in attendance and ex-officio members 
as defined by WEA legislation have been invited to the meeting to provide input into strategy 
discussions to date. 
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An East/West Divide 
Growing production across the border in Colorado (DJ Basin) and in the Powder River Basin and 
continued growth in production in the Marcellus (pushing back Rockies supply) is creating 
bottlenecks for gas in SE Wyoming.  As you can see below, the difference in pricing between 
Cheyenne and Opal was $0.70/MMBtu on October 2, 2019.  Pipelines traditionally flowing West 
to East are working to reverse traditional flows.  Weakening finances for producers and limited 
capital market access is hindering the traditional “producer push” to finance long term contracts 
necessary to fund expansion and reversal projects.  While several westward expansions targeting 
the higher priced Opal hub area have been proposed, they are at least a year out in terms of 
resolving bottlenecks and may be too small to have a longer lasting impact on gas flows. 
 
Pricing 
For the month of October, 2019, the NYMEX natural gas contract settled at $2.428 per MMBtu, 
the lowest settlement price for the October contract in 9 years.   

Natural gas prices reported by Platt’s Gas Daily for flow on October 2, 2019 were as follows: 

 Pricing Point    Price ($/MMBtu)  Basis to NYMEX 

• Henry Hub    $2.33 
• Cheyenne Hub (SE Wyoming)  $1.48    -$0.85  
• Opal Hub (SW Wyoming)  $2.18    -$0.15 
• Chicago    $1.83    -$0.50 
• SoCal (Southern California)  $2.30    -$0.03 
• Waha (West Texas)   $1.34    -$0.99 
• Asia (November delivery LNG)  $5.69    +$3.36 
• Central Mexico (Tula)   $3.74    +$1.41  

 
 

Indicative spreads across the country are illustrated below: 

 
 



While the 5-year outlook for natural gas prices is bleak – the forward curve does not have a $3 
handle on any month in that time frame – the law of supply and demand will ultimately rebalance the 
market.  Producers have limited access to capital and cannot continue to drill in this low-priced 
environment. 
 
   
 

 
   
NYMEX crude oil prices for November delivery settled at $54.15 on October 1, 2019.  Brent 
pricing for the same period settled at $59.29.  Southwest Wyoming Sweet crude was trading at 
$46.58 (Plains All American).  The attack on Saudi Arabia in September pushed prices briefly to in 
excess of $60 per barrel but they fell rapidly back to pre-attack levels. 

Natural gas storage inventory for the week ending September 2019 sits at 3.205 Bcf and is 
rapidly approaching the five-year average for inventory builds. 

 

Parting Thoughts 

Record U.S. natural gas (in excess of 90 Bcfd) is weighing heavily on prices.  The global economy 
appears to be slowing and is depressing commodity prices not only in the United States but across 
the world.  Wyoming’s resources are abundant but, except for the Powder River Basin, not 



competitive with other regions in the nation.  Continued pressure by surrounding states to limit 
carbon emissions and the consumption of fossil fuels will continue to weigh on Wyoming’s economy.  
Price weakness will have an impact on dry natural gas producers.  Ultra Petroleum recently 
announced that they will suspend drilling by early 4th quarter and produce their proved developed 
producing reserves in an effort to enhance cash flow and pay down debt.  Ultra’s production will drop 
by more than 200,000 MMBtu/day over the course of the next twelve months.   

Wyoming needs a strong Energy Authority to chart a path to the future and understand the 
hydrocarbon world that is rapidly evolving and that will impact the State’s finances for decades to 
come. 

 


