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DROUGHT CONTINUES TO CONCERN PRODUCERS, TEXANS

Each day new records are being broken as Texas communities swelter from the extreme heat that has
hit our part of the nation. After a record-setting number of days with 100+ degree temperatures and
little-to-no rain falling from the skies, the state continues to suffer from the worst one-year drought on
record. Area residents in small towns stand by and watch as lakes dry up, underground pipes crack and
plant life wilts underneath the scorching sun. The drought, which began in October 2010, has caused a
staggering $5.2 billion in losses for rural farm communities. Cattle ranchers are reporting losses of nearly $2 billion, and the cotton
industry is down $1.8 billion. Altogether, this drought could become the most costly in state history for Texas farmers and ranchers, with
unprecedented devastation seen.
Texas has not endured such an extreme period of heat since the 1950s, when the state experienced a 10-year drought. At that point in
time, the lack of rainfall resulted in urbanization of some of Texas' larger cities, as farmers were forced to find new occupations to make
a living. With 99.85 percent of the state now categorized in some form of
drought, and at least 75 percent experiencing exceptional drought, many
are beginning to ask what the long-term impacts of the current drought
might be.
Each day, water becomes an increasingly important topic of
conversation, as aquifer levels continue to decline primarily from electric
generation, municipal and agricultural uses.
With some water aquifers more prolific than others, some areas are
feeling the effects worse than others. For instance, in South Texas where a
drilling boom is taking place from the Eagle Ford Shale, the Gulf Coast
Aquifer replenishing water for Karnes County is seeing more of an impact
from the drought than the Carrizo Aquifer, which supplies water for other
areas of the Shale play.
However, officials are stressing that wells are not drying up just yet.
Instead, for now, regulators are sticking to closely monitoring the situation,
examining reports of how much water is being used, in addition to what water is being planned for use in the future. Members of the
newly formed Eagle Ford Task Force have also expressed interest in addressing water usage during future meetings, educating
themselves on the topic as well as learning more on the state's water laws, so as to better understand how much water might be
needed for industry operations in the future.
"In general, oil and gas companies want to be good neighbors," said Mike Mahoney, general manager of the Evergreen Underground
Water Conservation District. "This is in a developing stage... they want to come to the table, they want to sit down and they want to try
to find solutions."

TIPRO TO HOST UPCOMING BUSINESS DEVELOPMENT RECEPTION IN SAN ANTONIO
Mark your calendars to attend TIPRO’s 4th Annual Central Texas Business Development Reception on
October 19 from 5 to 7 p.m. Held at the San Antonio Petroleum Club in San Antonio, Texas, a panel of experts
will discuss CNG/NGV Fleet management, providing input from producer, consumer and implementation
viewpoints. Frank Chapel with Apache Corporation, Rick Poorman with JW Power Compression and
Dispensing Facilities and Jean Durdin with Parkway Chevrolet will explore the topic, also highlighting how
natural gas will continue to grow in use as a transportation fuel in the future.
This event is free for all TIPRO members.
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PRESIDENT’S MESSAGE
TIPRO Members,
For the first time since 1997, U.S. dependence on foreign oil dipped below 50 percent last year. This
number continues to decline since it peaked at 60.3 percent in 2005, thanks in large part to increasing
discoveries of oil and natural gas within the United States.
Currently nearly $400 billion a year is spent on foreign oil - an incredible amount of money that our
country desperately needs to lift our economy and fund our future. In times like this, it is financially
irresponsible not to take advantage of the resources below our feet and bolster the domestic energy revolution
taking place. The United States hosts the second-largest natural gas reserves in the world, with shale oil
reserves quickly becoming an increasingly important source of domestic energy. Utilizing technological
advancements, great potential exists for our country to increase domestic production and reduce the amount
of oil and gas that we import from other countries. Technology is even allowing companies to better locate
sources underground through the use of advanced multidimensional seismic imaging.
Justin Furnace
With the help of tax provisions like Intangible Drilling Costs (IDCs) and Percentage Depletion Allowances,
independent producers can continue to explore for new sources of oil and gas, which will boost our domestic supply. As independent
producers reinvest a significant percentage of their American cash flow back into new American production, much-needed capital
investments are made that support increased production. This establishes a beneficial financial cycle that helps our industry as well as
overall economy. While some officials threaten the remove industry tax incentives, the truth is existing tax policy significantly enhances
the attractiveness of American oil and natural gas production projects for investors by reducing the inherent risks of this capitalintensive business. Together we must work to educate our lawmakers of the importance of these tax provisions, and the detrimental
impact to our country if they were ever to be removed. Independent producers, who are responsible for drilling 90 percent of America's
oil and natural gas well, would feel the brunt of the impact, as most large integrated companies cannot qualify for such tax provisions.
Increased taxes on American oil and natural gas production would mean less investment capital, which equates to less American
energy supplies and more dependence on foreign sources - not less.
Reports suggest that onshore federal lands could contain nearly 24.2 billion barrels of undiscovered oil resources, with more than 2
trillion barrels available from U.S. oil shale and oil sand resources. As more shale plays are discovered across the country, this number
will only grow. Proper policy could make a significant dent in the number of barrels we have to import from foreign sources.

Sincerely,

DON’T MISS OUT - GET THE LATEST INDUSTRY NEWS ON FACEBOOK AND TWITTER!
Don’t forget to look for TIPRO on Facebook! Find our fan page by logging into Facebook and searching for “Texas
Independent Producers & Royalty Owners Association.” Then, make sure you hit the “like” button at the top of the page to
be able to receive the latest news and timely updates, as well as view event photos. To visit the fan page, go to:
http://www.facebook.com/pages/Texas-Independent-Producers-Royalty-Owners-Association/142601212474372.
For those on Twitter, also be sure to follow TIPRO (@T_I_P_R_O). Connect by going to http://twitter.com/T_I_P_R_O.

Calendar of Events
AUGUST 30-31, 2011
H O U S TON
Tight Oil
Eagle Ford 2011 Conference,
Renaissance Hotel.
For info, call: (800) 721-3915

SEPTEMBER 14, 2011
H O U S TON
IPAA/TIPRO
Leaders in Industry
Luncheon, 11:30 a.m.
Houston Petroleum Club.
For info, call: (512) 477-4452.

OCTOBER 12, 2011
H O U S TON
IPAA/TIPRO
Leaders in Industry
Luncheon, 11:30 a.m.
Houston Petroleum Club.
For info, call: (512) 477-4452.

OCTOBER 19, 2011
SAN A NTONIO
TIPRO S
4th Annual Central Texas
Business Development
Reception, 5:30 p.m.
San Antonio Petroleum Club.
For info, call: (512) 477-4452.
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TIPRO SOUTH TEXAS REGIONAL ROUND TABLE MEETING - NEXT WEEK
The first TIPRO South Texas Regional Round Table will meet via conference call next Thursday, September 1, at 2:00 p.m.
With the creation of the Regional Round Tables (RRT), TIPRO hopes to facilitate regularly scheduled meetings with independent
producers, in which participants are provided the opportunity to discuss ongoing or upcoming regional issues with other operators in the
same area. The RRTs are intended to be an open forum, not a policy making body.
These meetings will also allow operators in the region to find out if issues are specific to their company, if others are experiencing
similar situations, or if a greater problem exists. The meetings are intended to be made up of those with operations in the region, so if
you have operations in Railroad Commission Districts 1, 2, or 4, please call in and participate. However, if you operate elsewhere in the
state, stay tuned as you will have the opportunity to participate in the other Regional Round Tables in the future.
For this first meeting, Dimmit County Commissioner Mike Uriegas and Dimmit County Commissioner Rodrigo Jaime will join to
discuss ongoing issues in South Texas, as well as what issues could be on the horizon with oil and gas production continuing to rise in
the region.
If you are an independent producer and would like to participate, please email Teddy Carter at tcarter@tipro.org to receive further
details on the conference call. Additionally, if you have operators in the South Texas region that you would like to have participate, please
also send their contact information so that they can be included on all South Texas RRT emails.

RAILROAD COMMISSION TO HOLD OPEN HEARING ON FRAC FLUID DISCLOSURE RULES
On Monday, August 29, the Railroad Commission of Texas will hold a meeting at 9:30 a.m. to discuss new rules on implementing
provisions of HB 3328. As passed by the Texas Legislature in the spring, this bill will require disclosure of chemicals used during the
hydraulic fracturing process.
More details, along with a full agenda of the meeting, can be found at: http://bit.ly/rn1Rlx.

U.S. SEES SURGE IN OIL DRILLING
For the first time in 16 years, the number of oil rigs in the United States has topped the amount of working
natural gas rigs. According to rig data prepared by IHS-CERA, by 2020, this surge in drilling for oil could help to
increase domestic oil production by as much as 3 million barrels a day.
Texas is helping to spur the oil boom, with significant levels of production seen in the Permian Basin, one of the
most prolific oil fields in the country. The Bakken shale in North Dakota and Utica shale in Ohio are also offering
increased potential for drilling oil.
Experts cite two factors among many for the growth of oil production - the advancement of horizontal drilling
and hydraulic fracturing, as well as low natural gas prices that have motivated companies to explore for more
valuable oil and natural gas liquids.
As of August 19, Baker Hughes Inc. reported a total oil rig count of 1,066 and natural gas rig count of 900.

SEN. CORNYN SPEAKS OUT ON DUNES SAGEBRUSH LIZARD ISSUE
In a visit to Midland on Wednesday August 24, Sen. John Cornyn addressed an issue that could
severely hinder operations in the region - the Dunes Sagebrush Lizard. Cornyn met with local
business leaders following a tour of a Pioneer Natural Resources facility, listening to concerns over
government initiatives that could impact the oil and gas industry. Cornyn, who has been closely
monitoring developments with the issue, recognized the significance of the lizard being listed as
endangered by the U. S. Fish and Wildlife Service (USFWS).
More than halting drilling for oil and gas, local leaders educated Cornyn on other potential effects
of the listing of the lizard. Midland Mayor Wes Perry and Midland County Judge Mike Bradford
revealed that plans to build a new pipeline to bring water to Midland in early 2012 could be stopped,
at a time when the state faces one of the most extreme droughts in 60 years. "We're betting on that
pipeline," Perry said. "It's not just oil and gas, this would affect everyone in West Texas; we depend
on those water fields."
After successfully placing a hold on the nomination of a new director for the USFWS until they
http://on.fb.me/pJNXEF
conduct more research and meet with shareholders, Cornyn stressed that should the lizard be listed,
he will use other methods to enforce proper behavior by the agency, including cutting appropriations to limit the service's ability to
operate.
“Ask anyone around the nation," he said, "and they'll say their main concern is jobs. Washington continues to put obstacles in the way
of creating jobs. Listing the lizard would kill jobs in West Texas and vastly limit the oil production out here. At a time when we import
60 percent of our oil, it's important that we bring that down sharply and the best way is to produce what God gave us."
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ENERGY OPPORTUNITIES IN MEXICO
Just last week, on August 18, Mexico's state-owned oil company Petroleos Mexicanos, or Pemex, announced flexible contract awards
for production in Mexico, the first opportunity for direct, private foreign investment in oil production in more than 50 years. The
contacts relate to six mature fields in the southern region, all within the Magallanes, Santuario and Carrizo drilling areas. With these
new contacts, the company hopes to attract use of the best technology to reactivate about 40 mature fields. A good recap of the new
flexible contracts and the recent awards can be found online here from the Financial Times: http://on.ft.com/py1mZr.
No doubt many TIPRO members are watching these new contracting announcements closely, especially since there will likely be
additional opportunities on the energy and infrastructure front in Mexico in the months and years to come.
As a former U.S. Ambassador to Mexico and former Texas Railroad Commission Chairman, Tony Garza knows first hand the
challenges and opportunities confronting energy companies wanting to conduct cross-border transactions. With his work today at White
& Case in Mexico City, he continues to remain involved in the energy sector.
For those interested in learning the latest on energy and infrastructure projects in Mexico, check out his e-newsletter at
http://bit.ly/rrBTlQ, which is full of analysis on current economic, political and business news coming out of Mexico. You may also find
this latest energy and infrastructure report from White & Case to be of interest to you as well: http://bit.ly/p7iujN.
For more up-to-the minute news on U.S. and Mexico business and trade, you can connect with Tony Garza via LinkedIn, Facebook
and Twitter.

TEXAS JOB GROWTH TOPS THE NATION
Oil and gas companies in Texas continue to help boost the state’s job market, offering jobs at a rate faster than that of the nation as
a whole. With a 1.9 percent growth rate between May 2010 and May 2011, approximately 198,400 jobs
have been added in Texas in the past year, according to the Texas A&M University Real Estate Center.
However, during the same time frame, U.S. nonfarm employment grew only 0.7 percent.
Broken down by industry, employment within Texas’ mining and logging industry, primarily related to
oil and gas activities, rose most quickly during the period. With growth of more than 15.6 percent, more
than 31,700 jobs were gained. As of May 2011, the number of jobs in the sector totaled 234,900. Other
sectors that posted solid gains within the past year also include construction, professional and business
services, education and health services and trade.
In the month of July 2011 alone, Texas added 29,300 jobs. This marks the 10th consecutive month that
Texas has experienced positive job growth.

“DESPERATE NEED” FOR TRUCK DRIVERS IN EAGLE FORD SHALE
Members of the newly formed Eagle Ford Task Force met for the second time on Wednesday,
August 24, to address ways to find qualified workers that will support growth in the region. With a
drilling boom taking place in South Texas, employers are struggling to fill all necessary positions.
Companies are searching for truck drivers to haul water, sand and oil from drilling sites, looking for
anyone with a commercial driver's license who can pass background checks and drug tests.
"You need a job fair," suggested Glynis Strause, dean of institutional advancement at Coastal Bend
College, to members of the task force. Since many qualified job applicants for the industry might not
file applications online, members agreed other recruiting methods are necessary. Strause also
highlighted college programs as an important source for finding future employees.
Positions for truck drivers, among many others, are helping put Texans to work, at a time when
our economy is struggling. Gilbert Gonzalez, with The University of Texas at San Antonio (UTSA)
Small Business Network, said, "In Dewitt, Bee and Dimmitt Country, you've seen about 750 jobs
added in just one quarter." Altogether, research from UTSA suggests that activities in the Eagle Ford
Shale will support nearly 68,000 full time jobs by 2020, giving area residents new employment opportunities and potential to earn wages
considerably higher than the average for the region.
While companies operating in the Eagle Ford Shale are making headlines as they search of employees, the operators in the Permian
Basin and Haynesville Shale are also looking hard for people to assist with the drilling boom in other areas of the state. "This is
definitely a job-seeker's market," said Willie Taylor, executive director of Workforce Solutions Permian Basin.
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LETTER SENT TO PRESIDENT OBAMA REGARDING HYDRAULIC FRACTURING
August 16, 2011
Dear Mr. President:
It has come to our attention that you have recently been provided some misleading information concerning the oil and gas
exploration technique known as hydraulic fracturing. In a letter sent to you dated August 8, 2011, several fallacies were presented to
you as fact by the letter's signatories (approximately 60 environmental groups). Hydraulic fracturing is instrumental to having an
abundant and inexpensive supply of clean burning American-made natural gas. Therefore, on behalf of the over 2,300 members of the
Texas Independent Producers and Royalty Owners (TIPRO), we felt compelled to write to you and address some of the blatant errors
in many of the claims made in the letter in question.
The August 8 letter urges you to, "employ any legal means to put a halt to hydraulic fracturing." The Shale Gas Subcommittee of
the Secretary of Energy Advisory Board released their 90-day report on August 11, 2011, in which they make multiple
recommendations that will, in their opinion, reduce the environmental impact and improve the safety of shale gas production. TIPRO
applauds the efforts of the Subcommittee to study the issue and attempt to make a good process even better. While do not agree with all
recommendations put forth in the report, we did notice a stark contrast in these recommendations and the primary recommendation of
the August 8 letter you received; nowhere in your Department of Energy's initial findings and recommendations do they propose
halting the practice of hydraulic fracturing. In fact, not only does the report not recommend stopping the process, it states the
following:
"Opponents point to failures and accidents and other environmental impacts, but these incidents are typically unrelated to hydraulic
fracturing per se and sometimes lack supporting data about the relationship of shale gas development to incidence and consequences."
The August 8 letter has several examples of the types of unsupported claims to which the DOE report refers. One such glaring
falsehood in the letter states, "To date, fracking has resulted in over 1,000 documented cases of groundwater contamination across the
country [sic], either through the leaking of fracking fluids and methane into groundwater, or by above ground spills of contaminated
and often radioactive wastewater from fracking operations."
Time and time again, these unfounded claims are disputed by experts who analyze the facts:
-The President of the Ground Water Protection Council, Scott Kell, testified before Congress in 2009 on the "1,000
documented cases" claim, stating, "In recent months, the states have become aware of press reports and websites alleging that
six states have documented over one thousand incidents of ground water contamination resulting from the practice of hydraulic
fracturing. Such reports are not accurate."
-The Association of American State Geologists' president stated, also in 2009, "There have been no documented cases of
drinking water contamination that has resulted from hydraulic fracturing."
-An EPA study released in 2004 found no connection between fracturing and water contamination, after which EPA
Administrator Lisa Jackson testified before Congress that there are no proven cases in which the fracturing process has
affected water.
-Colorado governor John Hickenlooper, who has a background in petroleum geology, recently said it was "inconceivable" that
fracturing would contaminate water because "hydraulic fracturing doesn't connect to the groundwater."
Another statement in the August 8 letter that we would like to call your attention to is, "Even if we fully understood all of the
environmental and public health impacts of fracking, federal regulations do not currently manage, mitigate, and reduce these impacts.
The lack of federal protections, combined with the current level and predicted increase of this activity, pose extreme and unnecessary
risks to public health and the environment." We urge you, Mr. President, not to be goaded into unnecessary action by statements such
as these. The hydraulic fracturing process is, in fact, regulated by the federal government, and federal protections are in place.
There are areas, however, where public health and safety is more adequately protected by regulation at the state level. Rock
formations in Wyoming differ from those in Pennsylvania, and what works in Texas may not work in Michigan. Therefore, regulation
of hydraulic fracturing is a job much better suited for the state level, where experts familiar with their geology, seeking to protect their
homes and neighbors, may exercise their ability to customize regulations to best suit the conditions of their area. It is not possible to
apply a federal "one size fits all" approach to regulating all aspects of hydraulic fracturing while simultaneously maintaining balance
between the unique environmental and economic interests that each state must consider.
Thank you for taking time from your busy schedule to consider our concerns. We are always available as a resource for you and your
administration, and we hope you will find yourself with reason to call upon us in the future. Should you need TIPRO for anything, feel
free to contact us. Thank you.
Sincerely,

Stephen Castle
Chairman, TIPRO Board of Directors
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NEW REPORT SUGGESTS METHANE EMISSIONS “GROSSLY” OVERESTIMATED BY THE EPA
The amount of methane emitted from hydraulically fractured shale gas wells is being “grossly” overstated by the U.S. Environmental
Protection Agency (EPA), according to a new report released by IHS CERA on Wednesday, August 24.
“EPA’s current methodology for estimating gas field methane emissions is not based on methane emitted during well completions,
but paradoxically is based on a data sample of methane captured during well completions,” the report said. “The assumptions
underlying EPA’s methodology do not reflect current industry practices. As a result, its estimates of methane emissions are
dramatically overstated and it would be unwise to use them as a basis for policymaking.”
Accordingly, the report suggests that if methane emissions were as high as the EPA estimates, extremely hazardous conditions would
be created at well sites - conditions that neither industry nor regulators would allow. The EPA’s estimate of methane emissions during
well completion activities does not pass any test of reasonableness, added the report. “That serious accidents are rare in gas plays
suggests that upstream emissions do not regularly rise to such dangerous levels. EPA’s estimate certainly does not represent the
average level of emissions from well completions.”
Moreover, the report stresses that due to greater productivity from shale gas wells, fewer wells are needing to be drilled to produce
abundant quantities of natural gas. According to EIA, in 2008, 33,331 gas wells were drilled, with total U.S. gas production reported at
55.1 billion cubic feet (Bcf) per day. However, in 2010, just 18,672 gas wells were drilled, with total U.S. gas production jumping to
59.1 Bcf per day. A decline in the total number of wells drilled is helping to offset increases in emissions per well that might be seen
from shale gas development.
Within the report, IHS CERA also called for better data collection on the amount of gas vented versus flared during well
completions. Further analysis based on true facts and current industry practices will help the EPA better understand operations and assess
emissions of greenhouse gases. It will also allow the agency to establish proper regulations for unconventional oil and gas
production in the future.
To view the report in its entirety, visit: http://bit.ly/nfh3db
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SUMMER NAPE EXPO DRAWS INTEREST IN TIPRO
Last week, TIPRO exhibited at the Summer North American Prospects Expo - educating the crowds on the benefits of joining the
association, as well as distributing materials about the organization.
Each year, the NAPE Expo provides a marketplace for the buying, selling and trading of oil and gas prospects and producing
properties via exhibit booths. The event also presents great opportunity for networking, allowing those in the industry to reconnect with
previous business partners, as well as meet new faces and learn about operations in other regions of the country. Although the expo
continues to serve as the second largest prospect expo in the world and the premier oil and gas exploration exposition venue in North
America, it was originally conceived during a downturn to stimulate activity in the industry.
This year, the 7th Annual Summer NAPE hosted nearly 600 booths and 5,600 attendees.

REMINDER - MEMBERSHIP DIRECTORY LISTING DEADLINE APPROACHING
Don’t forget to submit your updated contact information for TIPRO’s next membership directory. You should have received your 2012
membership directory listing form in the mail - deadline for all updates will be September 30, 2011.
If you need assistance or did not receive your copy of the form, please contact Laura Stubbins at laura@tipro.org.

PETEX LAUNCHES NEW LAND MANAGEMENT CERTIFICATE PROGRAM
The Petroleum Extension Service (PETEX®) will launch a new Professional Land Management Certificate Program in Austin,
Houston and San Antonio. Workers involved in land-related activities or those interested in opportunities as professional landmen may
enroll in this training program to either enhance their skills or prepare for a new career in the oil and gas industry. This training also
extends to other oil and gas industry professionals such as attorneys, accountants and current land professionals who are interested in
learning the latest best practices in this area.
"Before there can be an oil or gas well, there must be a landman (or woman) to ensure a proper lease is secured between the
landowner and the driller, so minerals can be extracted legally and fairly from the land. Otherwise it's a deal-breaker," commented John
Hoopingarner, director of PETEX. "With the recent rise in drilling projects in Texas, this means companies need more land
professionals-but there aren't enough of them to go around. This program intends to create more qualified candidates for these jobs, so
that these projects can stay on schedule with trained, skilled landmen to oversee them."
"There will be many new opportunities for land management professionals in the development of shale plays across Texas where
companies are applying for drilling permits and new jobs," said Dr. Patrick Fitzgerald, the instructor of the program. "This activity shows
promise of being an important economic generator, and I am pleased to be associated with PETEX to help educate the workforce
needed to support these efforts."
In just one semester, participants will learn what is needed to perform on the job, as well as stay informed of the latest challenges,
regulations and nuances that landmen face on the job.
For more information, contact Debby Denehy at (512) 471-9969. For program enrollment information, visit
www.utexas.edu/ce/petex/our_courses/plm_cert or call (800) 687-7052.
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