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RRC SUNSET BILL PASSES IN HOUSE

Final approval of the House version of S.B. 655 came Tuesday,
May 3, proposing changes for the Railroad Commission. This is
after initial approval of the legislation on Monday, when the House
took the bill up for a vote. Along with renaming the agency as the
Texas Oil and Gas Commission, this version of the bill allows three
commissioners to continue to be elected to regulate the oil and gas
agency.
Several amendments were tacked on to the House bill, some of which include: requiring the
commission to post certification letters on a public website for each tax exemption, reduction or
credit for oil and gas operators by Aug. 31, 2012; making well permit applicants include estimates
of the total amount of groundwater they'll use annually; and requiring the commission to notify the
Texas Water Development Board and groundwater conservation district of a well's location and
estimated water usage.
The bill will now go back to the Senate. If the Senate does not agree with the language of the legislation, a conference committee
will have to reconcile the two versions of the bill.

HYDRAULIC FRACTURING DISCLOSURE BILL PASSES ENERGY RESOURCES
On Wednesday, May 4, the House Committee on Energy Resources voted on H.B. 3328 by Chairman Jim Keffer, which would
mandate disclosure of the composition of hydraulic fracturing fluids used in hydraulic fracturing treatments. The bill passed committee
with 6 ayes, 2 nays, and 1 absent, with the nay votes coming from Representative Tom Craddick and Representative John Davis.
Operators, service companies, and trade associations have put in many hours working toward developing a bill that will, should it pass
the legislature, doubtless serve as a model for other states with regard to disclosure of frac fluid components. By passing out of
committee, the bill moves further towards final passage, and all involved parties continue to work on ensuring the bill serves its purpose
in a manner that is acceptable to and achievable by industry.

STATE LEGISLATION COULD CAUSE "SIGNIFICANT CHANGES" FOR OIL AND GAS INDUSTRY
Last Wednesday, April 27, more than a hundred local landmen gathered at Midland's
Petroleum Club to learn the latest on issues affecting the oil and gas industry. Rich Varela,
senior vice president of TIPRO, spoke at the event, providing updates on current legislation
up for debate at the state capitol. "The 82nd legislative session has been one of the most
challenging in a long time," emphasized Varela. With more than 6,086 bills and resolutions
filed this session, TIPRO is actively tracking over 230 bills that directly or indirectly impact
the upstream oil and gas industry.
Legislators have their hands full, as they discuss a large range of issues that could deeply
impact the energy sector. From the Sunset review of the Railroad Commission to disclosure
of hydraulic fracturing fluids and even creating new methodology for appraisal of oil and gas reserves on producing properties,
representatives and senators are quickly running out of time to approve proposed legislation.
"Considering there are only weeks left in the regular legislative session, now is a critical time for the oil and gas industry," added Varela.
"We must continue to closely monitor development of legislation, as decisions made by our representatives and senators could have a
major impact on future industry operations."
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PRESIDENT’S MESSAGE
TIPRO MembersFederal representatives continue to threaten to remove vital tax incentives, which help independent
producers explore for and produce oil and natural gas. As pressures continue to mount, officials are searching
for new sources of revenue. President Obama continues to fight for more taxes on the energy sector. While it
seems like an easy fix, eliminating these incentives and increasing taxes would be detrimental. For independent
producers, increasing taxes means less capital available, which equates to fewer jobs and thus less overall
production. Considering independent producers account for 95 percent of production of the nation's oil and gas
wells, this impact is extensive. The industry employs about 500,000 workers with a wage rate higher than most
other industries. In these tough economic times, we need to be weary of squandering Americans jobs. The lost
capital would also result in smaller tax payments, causing less revenue to be generated for the government.
Along with other ongoing restrictions from the past couple of years, the Energy Information Administration has
already projected an overall decline in U.S. oil production by 110,000 barrels per day in 2011 and 130,000
Justin Furnace
barrels per day in 2012. We can't allow this projection to go any higher. This decrease in production will cause
less domestic supply and more dependence on foreign energy sources. Thankfully this week some federal officials have announced their
mission turn things around by voting in the House of Representatives on a series of bills to expand offshore American energy production,
create jobs and lower gasoline prices.
Just a few days ago, our state legislators also recognized the importance in supporting domestic energy production by defeating an
amendment to restrict the high-cost gas tax incentive. By a vote of 104-40, house representatives sent a strong message that now is not the
time limit an industry providing so much support in Texas. From job creation to increased investment in exploration and production of
resources, the rewards for incentive programs are extensive. The incentives help to boost development of formations like the Barnett Shale,
Haynesville, Eagle Ford and Granite Wash. From 1990 to 2009, high-cost gas production grew from 5.5 percent to 56 percent of total
statewide production, in large part because of the incentives provided from the high-cost gas investment tax credit. Not only does this help
create nearly 40,000 jobs a year in Texas, there is currently a return of $4 of economic growth for every dollar invested, through the
high-cost gas tax incentive. With a state budget deficit of nearly $27 billion, we cannot afford to deny these results.
With rising gasoline prices, now we need to shift policy to be supportive of energy production. As seen in Midland and Odessa, the oil
and gas industry alone has helped to advance growth of their overall economy. The two cities are seeing extraordinary growth, which
would be threatened should tax incentives be removed. Rather than applying heavy tax burdens that discourage investment, we should find
ways to encourage development of America's resources so that this scenario can play out in other communities across America.
Now is the time to speak out on the matter, urging your own Congressmen and representatives to support an industry that does so much
for our state and nation. As their votes can have a significant impact, we need to ensure all are educated on the issue and understand the
full effects removing tax incentives for industry could have.

Sincerely,

Calendar of Events
MAY 10, 2011
KILGORE
East Texas TIPRO
Technical Symposium and
Business Reception, 3 p.m.
Kilgore East Texas Oil Museum
For info, call: (512) 477-4452.

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

JUNE 8, 2011
H O U S TON
IPAA/TIPRO
(Wednesday)
Leaders in Industry
Luncheon, 11:30 a.m.
Houston Petroleum Club
For info, call: (512) 477-4452.

JULY 13, 2011
H O U S TON
IPAA/TIPRO
(Wednesday)
Leaders in Industry
Luncheon, 11:30 a.m.
Houston Petroleum Club
For info, call: (512) 477-4452.
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WILL THE DUNES SAGEBRUSH LIZARD HALT OIL AND GAS PRODUCTION IN WEST TEXAS?
Hard to believe, but a reptile not even three inches long could stop oil and gas operations in the Permian Basin, should it be named on
the U.S. Fish and Wildlife Service's Endangered Species List. The Dunes Sagebrush Lizard, native to the American Southwest, is a small
light brown
spiny lizard
that is
currently a
candidate
for listing
under the
Endangered
Species Act
by the U.S.
Fish and Wildlife Service. The lizard lives a short life, only one to two years, and feeds on ants, small beetles, crickets, grasshoppers and
spiders. Federal officials claim that the lizard's habitat is being disrupted by oil and gas drilling operations and use of agriculture
herbicides, causing the lizard population to dwindle.
It has already been listed as endangered by the state of New Mexico, limiting industry operations in the area after measures were taken
to provide conservation for the lizard and its habitat. In Texas, the reptile also known as the sand dune lizard finds home in seven
counties, all of which provide significant oil and gas production. In West Texas, this will affect the counties of Cochran, Yoakum, Andrews,
Crane, Gaines, Ward and Winkler.
However, more is at stake than simply the endangerment listing of the lizard. Many fear the restrictions that would result from federal
protection of the creature, as previously seen in cases with the spotted owl or the Concho water snake. Moreover, if the lizard does gain
endangerment status, drilling operations could be halted for years as officials determine the best ways to maintain its habitat. This equates
to no new wells, no new pipelines, no new roads and no seismic exploration activities. Altogether, that could be quite costly to the West
Texas oil and gas industry, which produces nearly $1 billion worth of economic activity. The region offers a quarter of the nation's proven
reserves, with 20 percent of the nation's daily production coming from the Permian Basin, according to the Department of Energy. More
than being bad for business, this could cost Texans jobs if industry operations are forced to stop. The affected counties host 12,000 jobs
directly related to oil and gas drilling or agriculture, although Texas Comptroller Susan Combs is still working to determine the potential
impact to the state if the lizard became endangered. This also includes potential decline in severance tax revenue, which helps support the
Rainy Day Fund. Also of concern is how this listing could ultimately impact prices of crude oil. Should production be limited in West
Texas, more will have to be transported from other areas of the country to account for the shortfall. All-in-all, if crude oil production in
suppressed, it will drive up oil prices because supply will be less.
A rally held in Midland on Tuesday, April 26, exemplified public concern on the issue, as more than 300 people attended the event to
learn more on the potential effects of endangerment list of the lizard. Several state officials were also present to voice apprehension. Texas
Land Commissioner Jerry Patterson noted that we all must be cautious of the substantial economic impact to our state. Higher education
funding and money raised for the Rainy Day Fund would decline, at a time when our state needs it the most. Also in attendance was
Congressman Mike Conaway, who asked serious questions. "We are requesting that they prove to us there is a threat and explain what
those threats are, and then help us to help them mitigate those threats considering the way that we conduct business." Rep. Conaway went
on to stress, "the lizard and oil companies can coexist, we just need U.S. Fish and Wildlife to allow us to be part of this process."
Story continued on page 6

SENATE PASSES BUDGET
In a vote of 19-12 along party lines, state Senators voted in favor of a budget on Wednesday, May 4. This budget spends $176 billion,
roughly $12 billion more than the House proposal passed a couple weeks back. Lt. Gov. David Dewhurst, in agreement with senate
republications, argued that our state is headed for an economic rebound, and they are doing anything they can to prevent a slow down.
This means allotting significantly more money for public schools, nursing homes, employee health insurance and other programs.
There was an initial delay in voting for the bill, as Sen. Ogden struggled to get the necessary 21 votes to bring it up for debate. However,
Wednesday the bill was brought up thanks to a Senate rule that allows for a House bill to reach the Senate floor on Wednesdays or
Thursdays without the usual 21 votes.
Next the bill will head to a House/Senate conference committee so that legislators can reconcile the differences between the two bills.
If the two parties cannot come to an agreement, the lawmakers will be forced to meet this summer during a special session.
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TIPRO's 2nd Annual East Texas Conference
May 10, 2011 | Kilgore, Texas
Please plan to join us Tuesday, May 10 for TIPRO's 2nd Annual East
Texas Conference and Mixer in Kilgore, Texas. Listen as Steven Holditch,
department head of petroleum engineering at Texas A&M University, and
Eric Potter, program director of energy at the Bureau of Economic
Geology, discuss global implications for more effective Haynesville
exploitation. Chris Bresch, geologist for R. Lacy Services LTD, will also give
an update on East Texas Basin Development.
Afterwards, there will be reception at the Meadowbrook Country Club,
which will be a great opportunity to meet other industry professionals who
are also in attendance.

Agenda:
2:00 p.m. - Museum opens to TIPRO members
3:30 p.m. - Conference presentations begin:
Steven Holditch, Texas A&M University;
Eric Potter, Bureau of Economic Geology;
Chris Bresch, R. Lacy Services LTD
5:30 p.m. - Reception at Meadowbrook Country Club

Special thanks to event sponsors:
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TIPRO's 2nd Annual
East Texas Conference
When:
Price:

May 10, 2011
Free for TIPRO members;

Where:

$35.00 for non-TIPRO members

East Texas Oil Museum
Hwy. 259 at Ross St.
Kilgore, Texas 75662
Ph: (903) 983-8295

Registrant Information:
(Please use one form per person)

Name:

Company:

Billing Address:

City/State/Zip:
E-mail:

Phone:

Payment Information:
Please charge my credit card a total of $

Number of attendees:
c AMEX

c VISA

c MC
Exp. Date:

Card Number:
Signature:
Or find my check #

enclosed for $

.

No-shows will not receive refunds.
Reservations must be accompanied by a form of payment.

Please remit payment to:
Texas Independent Producers & Royalty Owners Association
919 Congress Ave., Ste. 1000, Austin, TX 78701 Ph: (512) 477-4452, Fax: (512) 476-8070
Register online for the event at www.tipro.org.
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“OIL & GAS TAX INCENTIVE ON THE LINE IN TEXAS”
REPRINT COURTESY OF CBS 19 KYTX - TYLER, BY MICHELE REESE
President Obama calls for an end to tax breaks for the oil and gas industry. The state of Texas is thinking about it too, putting thousands
of East Texas jobs on the line. CBS 19's Michele Reese explains how the City of Tyler and the gas industry are hoping to encourage
legislators to keep the incentives in place.
America's real hope to ending dependence on foreign oil could be natural gas, and that's right here in East Texas.
The exploration was fueled by a tax incentive called 'The High Cost Gas Investment Tax Credit'. It's a credit that's now in jeopardy.
Drilling for natural gas is highly technical and financially risky, and that risk has led to exploration. So much in fact, the U.S. now has
150-year supply of natural gas. Much of it drilled in East Texas' Haynesville shale.
Bob Garrett with Fair Oil said the high cost tax incentive made it possible and he's fighting to keep it. "It has taken a tremendous
investment to get here and we need to improve it to reduce the cost so there should be incentives that remain in place that will allow us to
move forward as we produce this domestic gas supply."
A report by the Legislative Budget Board to lawmakers said since 2004, tax breaks on natural gas wells amounted to $7.4 billion. So
in a tight budget year, legislators are looking to repeal the incentive.
But Garrett argued his industry pumps billions into the Texas 'economy. "About $63 billion a year in economic output into our state,
and earnings of about $32 billion."
And a lot of that money stays in East Texas.
"We don't want to take away anything that is an incentive for oil and gas to continue to grow," explained Tyler City Council member
Mark Whatley.
The City of Tyler is encouraging legislators to keep the incentive by passing a resolution.
"We as a city want to continue to make every effort we can in order to encourage those companies to grown here and bring more jobs
here," Whatley added.
He said the industry accounts for 40,000 new jobs. "For every $1 that is invested there is a $4 return."
Jobs that come even during a rocky economy.
If tax breaks on natural gas wells are eliminated, the city warns that the companies could moved to other states like Louisiana that have
shale production.
Tyler City Council voted on adopting the resolution during their city council meeting this week. There are eight other cities in Texas
who signed a similar resolution.

GET THE LATEST TIPRO NEWS ON FACEBOOK AND TWITTER!
Don’t forget to find us on Facebook! Look for our new 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. To view the fan page, visit: http://www.facebook.com/pages/Texas-Independent-Producers-RoyaltyOwners-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.

DUNES SAGEBRUSH LIZARD CONT. FROM PAGE 3
There are other alternatives to protect the lizard, without listing it as endangered and preventing oil and gas operations in the area. The
Center of Excellence for Hazardous Materials Management (CEHMM) is working to open an office in West Texas and act as a liaison
between the U.S. Fish & Wildlife Service, oil companies and ranchers. If conservation agreements can be made beforehand, it could give
petroleum companies and ranchers more certainty of how they can operate moving forward. The goal would be to set up Candidate
Conservation Agreement with Assurances (CCAA) with ranchers and oil companies,
getting
them to consent to voluntary conservation agreements. "The benefits of these
"The lizard and oil companies can
programs far outweigh any restrictions or limits," says Tom Buckley, public affairs
coexist, we just need U.S. Fish and specialist for the U.S. Fish and Wildlife Service. "If the animal gets listed, habitat for
Wildlife to allow us to be part of this the lizard falls under federal protective measures. It becomes a lot more cumbersome
process in getting permits or applications approved."
process."
Public comments on the matter will be accepted by the U.S. Fish & Wildlife Service
--Congressman Mike Conaway until May 9. TIPRO plans to submit comments on the issue on behalf of association
membership. A final decision will be made by December 15, 2011.
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OVER 70 ATTEND TIPRO’S WEST TEXAS MIXER!
Last Tuesday, April 26, members of the Texas Independent Producers & Royalty Owners Association and the Permian Basin Landmen
Association gathered for the TIPRO/PBLA West Texas Mixer at the Racquet Club of Midland. Over 70 were in attendance, taking
advantage of the opportunity to network and connect with others in the oil and gas industry. Special thanks to event sponsors: Basic Energy
Services, Boyd & McWilliams Energy Group, Inc., H.L. Brown Operating LLC, Great Western Drilling Co., Redfern Enterprises Inc.,
Henry Resources, LLC, McClure Oil Co., NARO-Texas, Pecos Bend Royalties, LP, Wallace Petroleum Investments, Inc.
Enjoy event pictures below!

LEGISLATORS DEFEAT AMENDMENT TO LIMIT HIGH-COST GAS TAX INCENTIVE
An amendment proposed by Rep. Mike Villareal of San Antonio to limit the high-cost gas tax incentive failed to gain enough support
for adoption by the House of Representatives, after being voted on Monday afternoon. The measure, which was offered as an amendment
to the Railroad Commission sunset bill, Senate Bill 655, attempted to limit the high-cost gas tax credit when prices for gas rise to $6 per
MCF and higher. By a vote of 104-40, the amendment was defeated.
Rep. Villareal offered several proposals to restructure the high-cost gas tax credit, including introducing a price trigger to lower the cap
on cost recovery, redefining "high cost" to exclude wells with below median costs, adjusting the formula, and providing the Comptroller
with the ability and resources to further audit the program.
This comes after a panel of industry representatives testified before the House Committee on Appropriations two weeks ago to explain
the purpose of the tax incentive and illuminate the economic benefits the incentive provides. They also emphasized the devastating impacts
that would result should the tax incentive be removed. "Early on in 2012 after shut-down of the program, there would be a loss of 35,000
direct and indirect jobs, $3.8 billion in economic output and direct loss from the industry of $1.5 billion," said Billy Hamilton, one of the
panel members that presented to the committee.
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