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PRC Q few years ago, the only people who had even heard of, or even cared much at all about

hydraulic fracturing and horizontal drilling were petroleum engineers and oilfield workers.

Fracking is a complex, yetfettive way to reach unconventional natural gas in tight shale
formations--especially when combined with horizontal drilling techniglies.technology has been
improved over time and it's now been used for 60+ years by drilling companies nationwide in
thousands of wells without incident. It seems couimtielitive that the same process that's never beer
proven to cause any watsupply contamination is now the star of a show that was nearly as rauco
as a Jerry Springer episode. More than 600 people crowded into a hearing sponsored by the Environmentaldgeriegtion
Ft. Worth last weekA contentious debate ensued with jeers and cheers as members of industry praised and some opponent
condemned the hydraulic fracturing drilling process.

TIPRO's SenioWice President RicKarela testified on behalf éfssociation members with testimony that spoke to reason
instead of hyperbole. "Those attending the hearing created a division where you're either for or against hydraulic fracturing,
Varela. "Polarizing sides on this issue is not going to advance our countrgy eeeds. If work was more cooperative between
sides, residents could see that natural gas in the Barnett Shale is an economic positive for Yerelegatestimony transcript is
below TIPRO will continue to monitor this issue for members. For more details, please ddRRRC headquarters at
512.477.4452 or e-mail rvarela@tipraor

"My name is Richvarela and | am with théexas Independent Producers and Royalty Owisssciation, known asIPRO.
| want to applaud the BFfor facilitating these stakeholder meetings and for the opportunity to present comments here today
TIPRO is one of the natiom'oldest and lgest associations of its kind representing the interests of more than 2,100 independ
oil and natural gas producers and royalty owners througiexats. Our members range from small family-owned businesses to
largest publicly traded independent producers and mineral owners. Our members own and produce more than 85% of the r
gas and 70% of the oil withifexas.

In 2009, Texas producers provided roughly 12% of total employmemhéxas which equates to approximately 1.3 million
jobs.They spend many millions of dollars annually to protect the environment and are very sensitive about the health and s
concerns of the publicAt the same time, they are aware of the need for clean, abundantfcadeldé eneagy supplies to power
our nations economy with jobs and reduce our reliance on foreign sources. Heanngm,d page 7

RETRACTIBRQUESTEDI IPRO

Erroneous $atemens MadeAbout Hydraulic Fracturing

Texas
Independent
Producers and
Royalty Owners
Association

TIPRO's mission to educate about and defend the industry took an interesting turn this week when one of the industry's us

proponents, Rick Perry's campaign, provided erroneous information about hydraulic fracturing in a pres$helealsase,

issued orTuesdaywas meant as a jab to his opponent Bilite, howeverthe injured party turned out to be the natural gas
industry because the release asserts that certain companies are being investigated by Congress for "pumping diesel and o
gerous chemicals into the groundwate@iven the irascible nature of the hydraulic fracturing issukekas, it's surprising that

the campaign would bring the issue up at all except to defend it, let alone add to the misinformation that's already being tos
around.

Controversy in politics is expected, but IdPRO members who take their businesses very serjdbslyast thing they need is
unwarranted negative publici# letter was sent to the &kans for Rick Perry" campaign requesting a retraction or clarification
regarding the unsubstantiated claim of groundwater safety being compromised. For full text of the letter JéRRE»IIN

behalf of its members, please go to wtipvo.org under the member's only section or call headquarters for more information at
512.477.4452.
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PRESIDESTVESSAGE

TIPRO Members,

Don't you just love the summertime? Hot, sunny days drinking cool lemonade. Lounging by a
watching the kids splash arourithe slower pace of less hustle and bustM/ell, | hope your summer i
that idyllic. Because here atPRO keeping watch over issue$eating independents has been anythi
but calm.Take your pick of the issues: EB hearing on a hydraulic fracturing studyitization debate
picking up steam, air emissions in the Barnett Shale and, oh yeah, the ongoing spill in the Gulf of
These are the dog days of summer and in the fall we're looking at statewide elections, legislative
preambles and much more.

| knew there would be challenges when | came on boartP&O.

That's why I'm so grateful I'm not in this alone. Each day surrounded by supportive staf
a committed Board of Directors and involved members who work with me to further their Taegee all generous in their
time and insight which is vitally needed as we keepl&R0O machine chugging along at full speed.

Members, we need to give a grateful pat on the back to our S&c@President Ricarela who walked into the lios’
den on our behalf. I'm speaking, of course, of th& BBaring on hydraulic fracturing where 600 people crammed into a room
to hear testimony and provide their own cheers and jeers from the sidéliresontentious debate is fraught with passion on
both sides. Rich spoke clearbtuck to the facts and representédRO with distinction. | commend him for his fortitude.

We're all determined to remain steadfast as we represent members on this and many other issues moving forward.

Feeding the furor of the hydraulic fracturing drilling process is the controversial documentary Gasldincsti&ting
when those who arena part of the industry lambast the processes of horizontal drilling and hydraulic fracing with rhetoric
and sound bites that are sé lohse. HBO presented this exploitive movie to attract viewers looking for the next Erin
Brockovich storyHowever there are some Oseaprthy moments like when a guy “sets” his kitchen snkater faucet
“on fire” with the speculation that it was caused by natural gas. Even when Director Josh Fox was interviewedelwadon S
on the Daily Showhe couldrt refute the rebuttals made by our own Eyan Depths analysis brought up bytesvart
himself.

Kudos is extended to our members who joined us for a round table discussion about unitization. Our association is me
to hear membersiewpoints so we can be poised for greater understanding as we review policy

Theres one place | do plan to enjoy a bit of scenery and golf this summer asdatidPRO’s Summer Conference
August 12-14 at the stunning Hyatt Hill Country Res¥dess, there will be plenty of work to do. But between meetings, pre
sentations and events, | encourage all our members to gather as friends and collbageiebardly a better setting than
Texas’hill country. Please review the agenda for all the specifics and be sure to get your hotel room and registration in
A.S.A.P | look forward to this summer conference, my first menviiele gathering atfIPRO. Let me know what | can do to
help represent you and your companyéeds asIPRO membersThat's what I'm here for!

Justin Furnace

Sincerely

jM

Leaders in Industry Summer Conference and Leaders in Industry (Tuesday)
Luncheon, 11:30 a.m. Golf Tournament at the Hyat t Luncheon, 11:30 a.m. Leaders in Industry
Houston P etroleum Club. Hill Country R esort. Houston P etroleum Club. Luncheon, 11:30 a.m.
For info call For info call For info call Houston P etroleum Club.

512.477.4452 512.477.4452 512.477.4452 For info call

512.477.4452
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PUBLIAFRIRSPDAE

As Director of Publi®Affairs, | am committed to protect and advance the interests of the entire
TIPRO membership. It is my hope that these updates on what | am working on week-to-wee}
provide you the knowledge and comfort that we never stop working for Hoank you for placing
your trust in us. Should you wish to contact me, | can be reached at headquarters, (512) 477-
via email at tcarter@tipro.gr
. AttendedTIPRO’s meeting on unitization, where more than 30 members were in attend
The meeting served its purpose, which was to lay out both sides of the issue, have a
discussion, and get some questions answered. No formal decisions were made.
(see photos below)
. Attended Railroad Commission open meeting where, in a 2-1 vote, the Commission dirccieu
staf to begin a rulemaking on NPZ{no-perf zones).
. Prepared for and met with Sunset Commissiorf giafubmitTIPRO responses to RRC Sunset questionnaire.
Our meeting lasted well over an hour and we were able to emphasize the issues identified and brought forth by
the task force and the Board.
. The ERA held a hearing in Fokorth on hydraulic fracturing. Prior to that meeting, we posted a
Texas Natural Gas Fact Sheet on our website for WkiWBA purchased a Google athe ad appears at the
top of Texans search results when they enter terms associated withAlmeeleBng.To view the fact sheet, see:
http://tipro.org/TexasNaturalGasFacts.aspx .

Teddy Carter

. Congressman Michadlrcuri (D-NY) was able to pass an amendment out of committee that could be detrimental
to the industry(See aticle page 6)
. The city of Lewisville voted on a moratorium on drilling in the citynilar to the one adopted in Flower Mound.

The measure failed by a slim rgar, but there was a task force initiated to study and evaluate theaityent

drilling ordinancesThe city hopes to have this task finished in two or three months. | have reached out to the poin
person on the task force andevédTIPRO assistance in an attempt to ensure that they are working with factual
information as they proceed.

WNITIZRONVEETING

Rich Varela, Justin Furnace, Steve €dayl&€arter Adam Haynespimy Foltz, Steve Bourdreau, and Grant Black

John Smitherman, Clyde McCall, Pat Boswell McCall Greg Schnake, Charles Sartaig,Bvans
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Summer Conference August 12-14 in San Antc
Registration & Hotel Deadlines Fast Approachir

You've marked your calendars - now be sure you've
sent in your conference and hotel registration to be
assured of availabilityPlease call the Hyatt Hill
Country at 800-233-1234 for room reservations at the
TIPRO rate of $179 for a standard room by July 22.

Register by July 22nd
for your chance to win
a free Spa Treatment.

AGENDA

Thursday August 12, 2010 Saturday August 14, 2010

1:00 pm Golf gurnament
19th Hole Reception Following
Dinner on your Own

8:00 am MEMBERSHIP BREBAKF
Introductions of RRC Candidates:
David Porter & Jeff Weems

Friday August 13, 2010
9:00 am FEDERAL UHDA

8:00 am Audit Committee Meeting TEDDCARTER
10:00 am  Board Meeting TIPRO Director of Public Affairs
B GENERAL SESSION 10:15am  KEYNOTE PREBENT
Opening Remarks by TIPRO Chairman CHARLIEDOK
Steve Castle, Cowboys Resources Corp GOOBOLITICAREPORT
2:15 pm Eagle Ford Shale - El Paso Corp.
EUGENIA EMAN
3:15 pm STE ISSUES UFDA Senior Economist Wells Fargo
DLsTIRURNACEIPRO President _
Legislative Outlook 12:30 pm Break for Famiiyné
6:00 pm Chairman's Dinner & Casino Night
4:30 pm TEXARX DEFICIT THEGREEMMERICARDADRIP
DALERAMER Presentation by Castlen Kennedy
TRARA President Apache Corp.

Challenges facing thrat Legislature

5:30 pm Welcome to San Antonio Reception
Dinner on your Own



Registration Information

Name of Attendee and Spouse:

Compary: E-mail:
Street Address:
City/State/Zip Code:
Phone: Fax: Cell:
Childreris Names:
REGISTRATION FEES:
Member @ $325 Non-Member@ $425 = Fax form to
Spouse @5195= Non-MemberSpouse@ $295 = 512.476.8070
or visit
Children Children www.tipro.org
13- 17 gasold @ $150 = 13-17pasold @ $175 = for online
5-12yars old @ $100 = 5-12ars old @ $125 = registration
4 and under @$75 =_ 4 and under @ $10@ g
GoLF REGISTRATION FEES:
Special dietay needs or
Member Non- Member gther considyeations?
Golf @ $195= Golf @ $256 Please contacTIPR O staf
Handicap(s} Handicap(s):

REGISTRATION TOTAL _

PAYMENT METHOD: ¢ VISA r MASTERCARD r AMEX r CHECK NO:

Name: Compalry:

Billing Address:
Credit Cad No.:

Signaure:

Exp. Date:

Mail Registration form to TIPR O a& 919 CongessAverue Suite 100Austin, Tx 78701

Registration forms must be accompaniedybpayment. No refunds afterAug 5th.
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NEWYORKREPRESENIVHPASSEAVMENDMERIACOULDEWSA E [EXASPERPORS

Background

The issue of stormwater rurfigfermitting for oil and gas E&Bperations and the associated construction is one that has bee
visited repeatedly through regulatpjydicial, and legislative decisions for over 20 years. Prior toltastsday the most recent
development occurred with the passage of the 2005 fRalicyAct, in which Congress addressed the structure of the Clean
WaterAct (CWA) and provided the clarification that oil and gas construction activities are included in the definition of oil and
production. This efectively subjected oil and gas E&Perations and construction to the same standard; uncontaminatedggiscl
of stormwater do not require a @QWermit. Prior to this, a separate standard had existed for operation and construction phas
E&P.

The Arcuri Amendment

OnThursdayJuly 1, 2010, in the U.S. House CommitteeToemnsportation and Infrastructure, Representative Michiaelri
(D-NY) amended the Oil Spiccountability and Environmental Protectidit of 2010 (H.R. 5629)Arcuri’s addition to H.R.
5629 ensures that the billenactment will reverse the provision of the 2005 @newolicyAct that exempted oil and gas E&P
construction from obtaining a permit under the £W

Passage of H.R. 2259 with Representatikeuri’'s amendment included will have a tremendously negative impact on oil anc
interests across the Unitethgs, but the &fcts will be felt most acutely ifiexas.Texas is one of the only states in the country in
which stormwater rundfpermitting related to oil and gas activities is not handled by state regulatory agencies, but Y. the &P
result, should this bill be enacted, a permit from the federal government would need to be obtained prior to construction of
new well site inTexas, with part of this process including certification of compliance with the Endangered 8peciée CWA
stormwater rundfpermitting process for construction would allow for citizen lawsuits, criminal penalties, and potentip|ddly
fines being imposed for non-compliance with the subjective requirements involved.

A Different Breed of Construction

The stormwater runbpermits required for construction under the £Were not intended to apply to oil and gas E&P
construction. Oil and gas operations involve the leasing of surface rights, and construction occurs within a matter of weeks,
than months or years as is the case with residential and commercial construction. Oil and gas construction requires the -use
fully scheduled drilling rig that must be paid for based upon the number of days it is used. By adding delay to the meticulou
of this process, substantial capital is put at risk and entire projects could, and will, fold. In fact, an analysis by the Departme
Enegy concluded that these EPegulations could cost the country between 1.3 and 3.9 billion barrateerican oil production
and between 15 and 45 trillion cubic feetAmfierican natural gas production over 20 years, as well as the associatdth@a3A
stormwater rundfpermit is intended for projects in which the time needed to acquire a permit is not generally a critical eleme
the overall project success or failure. Representafiveuri’s comparison of oil and gas construction activities to those of
residential and commercial developments, and his assertion that all construction activities are the same and should be trea
such, are flawed.

Appropriate Measuredire in Place

This amendment has been added to the Oil Spdbuntability and Environmental Protectifiot of 2010, implying that the
industry needs to be held accountable for some systemic breakdown that has occurred regarding stormfxaterassotiated
water contamination. Not only has there not been a breakdown, but industry has proactively developed its Riaddirablent
Practices for &gbilization (RAAPS) document to enhance the management of well construction sites. RAAPS are widely ust
within industry to ensure that site construction is well managed. Industry gets no benefit from, and in fact avoids, construct
well site on ground that lends itself to significant stormwater and sediment. r@ilaind gas production activities need stable, fle
areas to support drilling rigs, and anything less puts rigs at risk, which is not in the irsdosstyinterest.

Additionally, under current statute, should poor construction decisions and/or irresponsible stormwatejedistivities cause
a water quality violation, an operator must obtain aAQWrmit from the ER and endure the full permitting process. By forcing
operators to obtain permits in response to a violation, the current regulatory structure is muclentive a&f identifying bad
actors and holding them accountable. Forcing all oil and gas construction to obtain permits on the front end unjustly punist
who take the necessary precautions to avoid contaminated stormwater and sedimiertincdirtounterproductive to the mission
that the name of the bill suggests.

What Can Be Done?

With changes to éhore policy that are being put in place which will significantly ctghafre development, to pass a bill like
this that would also massively hamper onshore production is fodltsbArcuri amendment is passed and is noficilly a part
of H.R. 5629, howevethe bill has not yet left the House, which means there is still time to possibly make changes to remov
RepresentativArcuri’s languageAll of the Texas Congressional delegation needs to be aware of the importance of this issue
friends that go to the polls for them, and wgeuyou to contact their facfes and encourage them to fight for what is besTéxas.
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Hearingom page 1

The enormous amounts of eggreserves in shale formations cannot be produced without the use of horizontal drilling and
hydraulic fracturing.These new technologies have resulted in plentiful supplies of gas to keep the price low and make the
of heating and coolingmericas homes dbrdable, especially during these slow economic times.

TIPRO is very supportive of the study to evaluate concerns associated with hydraulic fradeiage confident that the
findings will show that adequate regulations already exist in each producing state to protect usable groundwater from all o
gas producing activities, including hydraulic fracturinge would caution, howevethat the study be conducted by qualified
people using sound scientific principles and factual data and not based on political or philosophic agseltioggs we seek
out the facts, apply good science, and control the emotional outbursts, we believe the study will provide transparency and
as a valuable educational source for the public.

Hydraulic fracturing has been used routinely and safely since the 1940s in more than one million wells in thedtksted S
As the former Executive Director of the Railroad Commission, which regulates the oil and gas indlestasin can attest that
protection of fresh water aquifers through proper wellbore construction is one of the sgeimegty regulatory functions and
one that receives the highest of priarityhile this focus and emphasis needs to continue, we do not believe that additional la
ers of regulation will result in better protection of natural resources since the process already has an excellent track recorc
protecting groundwateBuch an unnecessary regulatory burden would only serve to increase the cogfychmehéinder the
efforts of the industry to provide fafdable enagy.”

SJCCESSFUL ANASIECHNOLORANSFEROGRAMTENDED2015

Long-Term Success oft8pper Well Consortium Suppod Small Oil and Gas Producers

The SripperWell Consortium (SWC) — a program that has successfully provided and transferred technological advance:
small, independent oil and gas operators over the past nine years — has been extended to 2015 by the U.S. Depargyent ¢
(DOE).An industry-driven consortium initiated in 2000, SV¥@oal is to keep "stripper wells" productive in an environmentally
safe mannemaximizing the recovery of domestic hydrocarbon resoufidesconsortium is managed and administered sy
Pennsylvania tate University on behalf of DOE; the fi@e of Fossil Enagy’s (FE) National Engly Technology Laboratory
(NETL) and the Newrork Sate Enegy Research and Developméntthority provide base funding and technical guidance to th
program.

Stripper wells produce less than 10 barrels of oil or 60,000 cubic feet of natural gas.pédoathan 396,000 stripper oll
wells account for nearly 800,000 barrels of oil per, dayabout 10 percent of the lowé8 production, and more than 322,000
stripper natural gas wells account for over 1.7 trillion cubic feet of annual natural gas production, or 9 percent of the natur:
produced in the lower 48.

Once a well is plugged and abandoned, the reserves left behind are "lost forever" since it is typically uneconomical to drill
another well to recover these abandoned reserves. Every dollar of stripper oil and natural gas production creates roughly
dollar of economic activity and nearly 10 jobs result from every million dollars of stripper well oil and natural gas produced

Nearly 100 projects have been funded since the initiation of the consortium, which consists of small domestic oil and n:
gas producers, as well as service and supply companies, trade associations, industry consultants, technology entreprenet
academiaThe successful development and commercialization of many of these projects provided the incentive for DOE to
continue program funding.

IPAMSEBOMBAESTERNMNERGALLIANCE

The Independent Petroleukssociation of Mountain tates (IRMS) Board of Directors has fafially changed the ganizations
name tdWestern Engy Alliance in an dort to better reflect its 430 member companies and their hundreds of thousands of
employees across thest. “We are a 36-year old ganization that has built a national reputation by working constructively wit
government, academia and local communities,” said Mar8mith, Executive Director diVestern Engyy Alliance. “We are an
alliance of people and companies dedicated to responsible use and developmegyadhdhewest,” continued Smith. “Wth a
name that more accurately reflects our purpose and mission,gaunization is better positioned to advocateViastern engyy
solutions that create jobs, strengthen the ecopant/improve the environment,” continued Smith. For more information on
Western Engy Alliance, visit westernengyalliance.og.
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TIPROHANKEUR2010 SVMENEETINEPONSORS

Gold Sponsar Bronze Spons®
Silver Sponsa Driving Range
Sponsaos

The TIPRO Rate of $179.00 penight closes July 22nd.
Please call the Hyatt Hil Countly Resot and Spa at (800) 233-1234 tceserve yourroom.



