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Independent ECONOMIEPANSIOOR HEJ.S RESEARSHOWS
Producers and Drilling in shale formations throughout the country continues to generate sustained economic gr
Royalty Owners for the United &tes, according to a new study released by research firmrTHéSeport is the first in a
Association series which will closely examine the economic impacts of domestic unconventional oil and gas act

Subsequent reports by IHSIl focus on the economic impacts on a state-by-state level and the poten
for a U.S. manufacturing renaissance fueled by abundargyesepply
“The growth of unconventional oil and gas production is creating a newereslity for the United tates,” said DanieYemin,
vice chairman of IHS and authorDifie Quest‘That growth has not only contributed
to U.S. enayy security but is a significant source of new jobs and economic activi
at a time when the economy is a top priotity
. Key findings from the new report include:

I Nearly $5.1 trillion in capital expenditures ($2.1 trillion in the oil sector
45 $3 trillion in the gas sector) will take place between 2012 and 2035 across the er
- upstream unconventional oil and gas activity sectors.
| Employment in the entire upstream unconventional oil and gas sector ol
! direct, indirect, and induced basis will support nearly 1.8 million jobs in 201.
2.5 million jobs in 2015, 3 million jobs in 2020, and nearly 3.5 million jobs in 203¢

|  The jobs created tend to be high quality and high paying, given tl

technologically innovative nature of unconventional oil and gas actWibykers
associated with unconventional oil and gas are currently paid an average of $3!
per hour - higher than the wages in the general economy ($23.07 per hour) and r
than wages paid in manufacturing, wholesale trade and education, among others.

I Unconventional engy activity will contribute $237 billion in value added contributions to GiDP012, and will grow to $475
billion annually by 2035.

I Unconventional oil and gas activity will generate more than $61 billion in federal and state government revenues in 20
increase to $91 billion in 2015 and1f1billion by 2020. By the last year of the forecast period, in 2035, government revenues
increase to more than $124 billion.
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Story continued on page 5..

D LONGANECRERECTEBNEXPRESIDEQKET IPRO

Edwin S. “Ed” Longanecketll, has been selected as the next president ofekas Independent Produce
& Royalty OwnersAssociation (TIPRO), announced David Martineau, chairman ofIPRO. Longanecke
replaces formefIPRO President Justin Furnace, who resignesligust 2012.

“We are excited to welcome EdTePRO, and look forward to working closely with him in the future,” s
Martineau. “His extensive background in association management will bEHRO in countless way¥Vith
Ed at the heImTIPRO will continue to prosper as one of the leading oil and gas associations in the
Texas.”

Previously Longanecker served as the senior vice presideiédiAmerica, one of the igest technolog
non-profits in the nationThere, he managed national field and salesf stfabugh a network of 1(
regional ofices, helping to direct marketing and retentiofor$ for the oganization. Longanecker als ,
previously led a nation-wide state governmerfaied program forTechAmerica and served as a k&
spokesperson at the local and national levels for nearly thirteen years. He also was formerly the vice predrf@rkenganecker
operations for Canélx Enegy Corporation, where he assisted in managing financial, development and operational responsib
for the company

Longanecker's first day as presidenTt®RO will be nexfThursday November 1, 2012.
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PRESIDESTVESSAGE

TIPRO Members-

On behalf ofTIPRO's Chairman and Board of Directors, | am pleased to announce that startir
week our association will welcome aboard a new president td1@&RIO’s eforts as we navigate through ¢
ever changing economic, regulatory and political environment .- Bdr Longanecker from Napervillg
lllinois. He has extensive experience managing trade associations, and will greatly diR&®@s eforts
to represent independent producers and royalty owners in the tam&ate.

In recent yearsTIPRO has experienced tremendous growth, from an increase in the number of m
that have joined our association to the level of support we have received in sponsorshipPRGnevents,
As a result, we have been able to implement a number of new benefit programs during the past t
from theTIPRO Power Coalition to the online Legislati&etion Centeras well as hire on additional dt&d
assist with membership needs. | am confident that as the new h€HRR®, Ed will help to continue thi
trend in the futureThrough the end of the yeadrwill continue to serv81PRO, and assist in the transition to :
our new leadership. Rich Varela

Now is an extraordinarily important time for tiexas oil and gas industrgspecially as we prepare for the upcoming Genere
Election and the 83 Texas Legislative Sessiofihe outcome of the election and all of the laws that are passed in the next six mo
could drastically déct the ability to explore for and produce oil and natural gasnierica, and is something that we should all
monitor closely

Nonetheless, the development of natural resources is critical for our flitereil and gas industry makes economic contribution:
to our local, state and federal f®& unlike any other industrand supports millions of high-paying jobs, both her&dras and in
states throughout the countiycreasing exploration and production also allows for further economic growth, providing additio
financial investments at a time when the nation is still recovering from the latest economic recession.

A number of studies and reports published in recent weeks demonstrate thisTheinthave been released by reputable
organizations like PricewaterhouseCoopers and A$Sone of the top producers of oil and gas in the nation, folks do not have to Ic
farther than the Lonet& Sate to see a prime example of how increased development of natural resources can allow for a su
business climate.Hope many of our fellow neighbors and community residents take notice and appreciate the findings pub
in these reports before they head out to cast their vote at the ballot box. Educated voters will ensure a bright future for our s
nation.

Of courseTIPRO members also have exclusive access to the assosiatem’online LegislativAction Center which provides
information on the candidates that are running fdicefin NovemberThis resource identifies where these individuals stand o
those issues that matter most, including the economy and need for domeggcdenetopment.

| want to take this opportunity to remind everybody that early voting is already taking place, and will last througiNBvielayper
2, 2012. If you choose to vote eargou may do so by mail, or in person at a location in your political subdivision that is close
where you live or work. Election day will then occur dmesday November 6. | encourage all of you to exercise your right an
get out the vote. Learn more detailed information, including where you can go to vote, by visitfexdseSecretary oft&es
website atvww.votetexas.gov

By banding together to make our voice heard in this election, we will send a clear message on the importance of dc
exploration and production to our future policymakers on the local, state and federal levels.

Sincerely

jﬂ/@wg\/

Gas Water Management Leedasnid "y Leedasnidl "y
Luncheon,l 10am Conerence, 830am. Luncheon,1 1:30am Luncheon,1 130am
Houston Petraeum Club. Gajod Teen Houston Petroeum Club. Houston Petroleum Ciub.
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SVITCHINGELBONAURAGASOULBAVBILLIONSFGALLONSWAERNNUALL

An estimated 53 billion gallons of water could be saved each y&axdfs'coal-fired power plants were replaced with natural gas
combined cycle plants (NGCCs), researchers fftia University ofTexas afAustin have found. In doing so, it could reduce the watel
footprint of coal power generation Trexas by as much as 60 percent, thanks to the higie@erty of NGCCs.

In the new report, titletiCan switching fuels save wateflife-cycle quantification of &shwater consumption foeXas coal- and
natural gas-fied electricity’ published on October 8, 2012, experts provide a comprehensive analysis of freshwater consumpt
Texas associated with fuel extraction, power plant cooling and pollution controls.

“Switching from pulverized coal (PC) to NGCCs Texas
would reduce in-state freshwater consumption, with saving
driven by the greater ®fiency of NGCCs versus PCs,”
researchers found. “While freshwater consumption for natura
gas extraction ifmexas has and will likely continue to increase
with unconventional resource exploitation, lignite extraction is
over three times as water intensive as the most vdtgrsive
shale gas expected Trexas, primarily because of the need to
dewater mines.”

Research shows that in 200Texas coal-fired power
generation totaled approximately 90 billion gallons of
freshwater consumption from its full fuel cycle (0.61 gal k¥h
with nearly 10 billion gallons of that water used for mine
dewatering. Meanwhile, NGCC units could generate the sam

. ; ,..a .. amount of power using just 37 billion gallons ®&xas
freshwater (0.25 gal kWh, equrvalent to a 60 percent reduction per ydae to the reduced cooling need and lower inherent coolin
and emission control needghis volume of freshwater savings is enough water to supply 1 million people, assuming 140 gallor
daily consumption per persoWater conservation could be even greater if the 23 unscrubbed coal boilersas also installed
waterintensive scrubber systems, the study notes.

Moreover according to estimates, switching fuel from coal to natural gas would increase statewide demand for the clean, ak
natural resource by approximately 1.04 trillion cubic feef)(T

“The impact of coal to natural gas fuel switching on freshwater consumptidexas is highly relevant to state policgaid
researchers. ‘@xas’ water resources are increasingly strained, evidenced by periods durihgw?@h the state experienced
drought over 100 percent of its area. Drought conditions left dverid operations (about 1 percent) of power generation capacity
risk of curtailment due to water limitations, and securing water rights has become a major challenge for new power plant:
water savings of coal-to-natural-gas fuel switching is particularly attractive when combined with the potential for positive econom
air quality impacts tdexas, a major natural gas producer and coal importer

Altogether all water uses by theéexas oil and gas industry represents less than 1 percent of overall water use, according t
TexasWater Development Board. Nonetheless, the industry continues to make deerytoefeduce consumption by recycling,
reusing and exploring alternative sources of water required for operations, particularly during these times of drought. Con
continue to develop and utilize new innovations iforg$ to remain good stewards of the environmeteateSoficials also are
examining current policy to see if action needs to be taken to enforce reduced water use in the future.

WA CHFORTHE A ESTSSUBFUPSTREAIBXATOARRIVEOON

Look for your copy ofTIPRO’s bi-annual magazindpstream Exasto soon arrive in the mail. In the mg
current edition of the magazine, you'll find an in-depth analysis on the current regulatory challenges
the U.S. Fish &\ildlife Service (USFWS), and learn more about why the Endangered Speti{&SA) could )1» =)
severely impact oil and gas operations in the years to come. TiPRg

Also discover how oil and gas producers have helped Teads communities in recent years, provid
outreach and support unlike any other industry

Within the magazine, also see profiles of U.S. Congressman Joe Barton, BERE@iEnt and CEO H.
“Trip” Doggett, and Raymond Jamés&lder 111, president and CEGF Welder Exploration & Production a
aTIPROBoard Member

You can also view the digital edition of the magazine online anytime by vis
http://www.nxtbook.com/nxtbooks/naylor/TIPB0212/index.php
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N IONALIEAGUBFOTIESTEERIN®OMMIT TAFPROVEESOLUTIBBAINSRACING

The Enegy, Environment and Natural Resources (EENR), a steering committee that serves the National Leag
Cities (NLC), has approved a new resolution that wileu€Congress to repeal Section 322 of the ggnewolicy Act of 2005, which
currently exempts hydraulic fracturing from restrictions imposed by the Safe Driwdigr Act. The NLC represents more than
19,000 cities, villages and towns across the nation, and works to build better comniUm#iEENR resolution also presses Congres:
and theAdministration to require oil and gas companies to disclose the full and complete list of all chemical ingredients
in the hydraulic fracturing process, consistent with reasonable intellectual property protections, utilizing a public chemical disc
registry such ag-racFocus.@. In doing so, the group's goal is to provide better transparency of the chemicals introdt
during hydraulic fracturing, as well as allow for states and municipalities to have the ability to enact more stringent regulations
and gas drilling and production activities in the future, such that hydraulic fracturing does not pose a threat to domestic
supplies.

However many of the provisions and claims presented in the approved EENR resolution are erroneous, and stand to be cc
Most significantly the resolution states: “hazardous chemicals introduced during hydraulic fracturing, as well as naturally occi
hydrocarbons unlocked by fracturing, have the potential risk to make their way into aquifers used as domestic water sources
via the fractures themselves but also via natural joints, faults, and fissures in bedrock layers that might otherwise be imperm
fluid flow; and contamination to drinking water has the potential to occur via drilling muds, improperly cased wells, and ne
hydrocarbons found in tget formations and released by hydraulic fracturing.” On the coniratite nearly 65 years of use, there
has not been one proven documented case of groundwater contamination caused by hydraulic fracturing. In fact, as recent as
U.S. Environmental Protectio\gency (ER) administrator Lisa Jackson testified before the U.S. House that she wasn't aware
any proven case where the fracing process itstdttaid watef Moreover operators infexas, as well as in other states across the
nation, already are required by state law to submit hydraulic fracturing chemical disclosure information to the FracFocus sys
well as the amount of water used during operations.

Although the resolution still must be approved by the full NLC membership duringhtiraial Meeting in Boston, Massachusetts,
on November 28 - December 1, 2012, if passed, it will be submitted to members of Congress and could misleadiabdsténl of
incorrectly believe hydraulic fracturing can cause groundwater contamination.

U.S. QNGRESSMERREE®NCERVER PAREVIE®WFHYDRAUBRACTURING

In a letter senTuesdayOctober 16, 2012, to U.S. Environmental Protectigancy (ER) Administrator Lisa Jackson, members
of the U.S. House of Representatives Committee on Science, Spadechndlogy expressed their apprehension over the upcomir
selection of an ad hoc Scientdvisory Board (SAB) panellhose chosen to serve one the panel will be responsible for reviewing t
agency's forthcoming studiitled “Pr ogress Repdr Potential Impacts of Hydraulic Fracturing on Drinkingat®r Resowes,” which
is due out later this yearhe panel will also later provide guidance on the 2014 final report of results, as well as any other tect
documents or issues related to hydraulic fracturing upon further request byAthe EP

“Given the substantial impact that hydraulic fracturing has had on our domestic oil and gas productiage weuuo take
our concerns seriously when selecting the review panel to evaluate the hydraulic fracturifigheuditer states. “@&also uge you
to choose a balanced panel with the necessary expertise and practical operations experience to thoroughly and prudently
the Progress Report, and allow for ample time for review and opportunity for public comment, as we think the inclusion of
perspectives is vital in establishing the validity of the progress report as well as the final study in 2014.”

As noted by the Congressmen in the lettdrparticular concern, in 2010, an ad hoc panel was convened to assist with
review of a draft study plarAlthough composed of 22 experts in fields ranging from groundwater to public health, none of
panelists previously selected had applied technical experience in hydraulic fracturing operations, nor an extensive understal
current industry practices. Moreoyeturing meetings of the 2010 peer review panel, the public was not given the opportunit)
submit any input or feedbackherefore, the Congressmen asked thA EPtake necessary steps to ensure persons with technic
expertise and operational experience be included in the 2012 ad hoc panel, as well as provide ample opportunity for public invo
in advisory activities.

The timeframe for review was another item of reservation mentioned in the detisidering the premature release of thA'€P
findings in groundwater investigations conducted in Pavillyoming, and Dimock, Pennsylvania. In order to ensure that th
highest standards of scientific rigor and data quality have been met beforédia¢ release of the report, the letter explained how
crucial it is that the E®not rush to release a product, and instead provide panelists with adequate time to review the progress
in a thoughtful manner

In light of the matterin September 2012, Committee Chairman Ralph Hall, alongside committee members Rep. Dana Rghrak
Rep.Andy Harris, and Rep. Dan Benishek, introduced House Resolution 6564 to improveAtkepEfeess of selecting expert
advisors, as well as expand transparency requirements and limit non-scientific policy advice.
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GL BUIANRAMEDIRECTORTHERRGE'AL ANOGASDVISION

Gil Bujano has been named as the new director ofeéRas Railroad Commissian{RRC)Oil and Gas Division. Bujano, who has
been serving as acting director of the division since March, is a 28-year veteran of the statd lagerghyout his careghe has worked
in the RRCsAbilene, Pampa and Houston Districtfioés, as well as iAustin, where he has been since 2009. Bujano earned a B.S.
petroleum engineering froithe University ofTexas afAustin.

“I congratulate Gil on this well-earned promotion,” said RRC Chairman Ba®ynitherman. “By working for the Commission for
almost three decades, his well-versed knowledge of not only the Commission, but also theilséaite’gas industry will be invaluable
as we enter this newxciting phase of growing U.S. eggrproduction.”

Commissioner Buddy Garcia added, “Gil has been a dedicated, life-long public servant who has carried ousth@sRir@ of
sensible environmental regulation balanced witttieft oil and gas production, and this is a well-deserved appointment.”

TIGHGARPPLICRIONROCEDURESRKSHOBBEHELELTOBESD, 2012

The Texas Railroad Commissian(RRC) Oil and Gas Division will be hosting a free workshopleesday October 30, 2012,
outlining procedures for operators to fileat&wide Rule 101 applicationshe workshop will consist of a presentation byfstéfthe
procedures and guidelines for filing tight gas area applications and well certification applicatdinaillSalso be available for a
guestion and answer session following the presentdtlmworkshop is expected to last from 2 - 4 p.m.

Spacing is limited, so those interested in attending are asked to RSN& RRC Engineering Unit in the Oil and Gas Division.
Requests will be processed on a first-come, first-serve basis.

For more information, please contact Scott Rosenquist by em&itait Rosenquist@rrc.state.tx.us.

SOUTHEXABNERGY AE]IONOMRDUNIABLEAUNCH&ELECREEV‘PRESIDENT

A new not-forprofit oil and gas association called the Sotitxas Enegy and Economic Roundtable (STEER) haficiflly
launched to help provide a one-stop educational resource for those living in the Eagle Ford Shale region, includiingdissahef
media and area residents. Omar Garcia will serve as the first president and CEO gdrifeation, responsible for guidingats to
facilitate communications and public advocacy on behalf of a broad range of stakeholders who are interested in productior
enegy resources available in Soufexas.

“We welcome Omar into his new role as president and CEO of STEER. He brings a wealth of experience and |
understanding of Soutfiexas,” said Hugo Gutierrez, governmentamé manager for Marathon Oil Corporation and chairmar
of STEER. “The creation of STEER is a reflection of the commitment the oil and natural gas industry has made to engage con
stakeholders across Soutbxas as we develop the Eagle Ford in a responsiblé way

Previously Garcia was the vice president of the 8atonio Economic Development Foundation, where he recruited ar
retained new business and international initiatifésoughout his caregGarcia has also worked fotP Strategies, the Corpus Christi
Regional Economic Development and the City of 8atonio Economic Development Department. In 2010, Garcia was appoint:
to theTexas Economic Development Corporation by Governor Perry

OL ANCGARRODUCTGENERBE CONOMBROW.ITHCONTINUERONMAGH

“The industry highly capital-intensive by nature, relies on suppliers in construction, fabricated materials and heavy equi
but it also requires a broad range of material and services such as legal and financial services and information,tesdidoloc
John Larson, vice president of IHS, public sector consulting. “Unconventional oil and gas production is unique in that it con
- ' a highly capital-intensive industry with a broad domestic supply chair
The U.S. is a world leader in all parts of unconventional oil and gas activi
which means that most of the dollars spent here stay and sépperican
jobs.”

Moreover as outlined in the studthe increase in domestic exploration and
production of unconventional oil and gas has helped to greatly enhance
country’s enegy security

Yemin added, “The Unitedt8tes currently has the highest rate of growth
in crude oil production capacity in the world and is virtually selfisight in
natural gas, except for some gas from Can@be is a stark contrast from
when, prior to the unconventional revolution, it was expected that the U.
would soon become heavily dependent on gas imports.”
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Save Money on Your Flectricity Bills!

Do you think your electricity bill is too high?

Bill & Usage Data
Analysis

Have you ever won-
dered if your electricity
bill is correct? Fox,
Smolen & Associates
(FSA) will check one of
your bills for one month
at no charge.

Take Charge€

As our customers can affest,
electricity prices have been low for
the last six months, but the market

If you think your bill is
too high, let us obtain
your smart meter data
and provide you with
an analysis which
shows your daily and
monthly usage.

These days you
probably have a great
electricity price but
your bills may still
seem high. As you
know, your bill consists
of two parts: eledricity
and wires charges.

FSA provides two
services that can assist
you in lowering your

bills...

fcont. p.2]

for natural gas and, therefore,

electricity is very volatile and
could skyrocket with a weather or
geopolitical event. In addition to

Fox, Smolen &
Associates

Owr experienced feam at
Fox, Smolen & Assoc.
(FSA) helps clients
identify opportunities and
risks in resfructured
telecommunicafions and
energy markets. Our
comprehensive services
include developing
successful business
solufions and providing
effective regulatory

support.

FSA has participated in
the Texas competifive
electricify market since it
was restructured in 2001
FSA provides electricity

services__
[cont. p.2]

locking in a low price now, you
can take measures to lower
your overall electricity bill.

We encourage you to Take
Charge! and move to lower
your electricity spending. fcoat.p.2;

THE TIPROTARGET

Fourth Quarter, 2012

Excerpt from a
Bill & Data
Analysis Report

“Your peak of 102
KW in January
results in a billed
demand of 82KW,
which is 100%
greater than your
lowest monthly
peak demand of
41 KW. By lowering
or eliminating
these peaks you
can decrease the
charges you are
currently paying
for the delivery
services provided
by Oncor. Slight
changes in opera-
tions or equipment
changes could help
reduce your peck
demand and your
(Oncor charges.”

Fiuvd us on

™= 8 Facebook

Jason O'Krent
BEB-822-9090 %104

okrentiffoxsmaolen.com

For more infoermation, or to

S~

FoxISmolen & Associates
ELECTRICITY PURCHASING SOLUTIONS

find competitive electricity bids

for Y oul ibufini‘i-i: contack:

*PLEC Licenzed Aggregoior ZHD056
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THETIRO AR

Texas Independent
Producers &
Royalty Owners
Association

With more than 2,400 members, TIPRO is

the natiog’largest statewide association

representing both independent producers

and royalty owners. Our members include

small family-owned companies, the largest

publicly traded independents and large and
small mineral estates and trusts.

919 Congresgehiue, Suite 1000
Austin, dxas 78701
Phone: (512) 477-4452
Fax: (512) 476-8070
wwwtiproorg
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