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HIGH-COST GAS INVESTMENT TAX CREDITS ARE CRITICAL

As lawmakers struggle with how to fund state programs for the next budget, one important item has
become the topic of much conversation lately. The high-cost gas tax investment credit has been
discussed by lawmakers and the media, as both look for better understanding of the need for the
incentive. This program is of vital importance, not only to our industry but also the economy of the state
of Texas.
H.B. 2001 introduced earlier in the year by Rep. Burnam would greatly diminish natural gas production in Texas. Companies need
this tax incentive to off-set large costs associated with production. It allows for development of Shale plays across the state like the
Barnett Shale and Eagle Ford, and helps advance production in an era of low commodity prices.
For more than 20 years, since 1989, the high-cost gas investment tax credit has successfully
encouraged natural gas exploration and production in Texas, particularly in those areas that are
difficult and expensive to develop. The program works to stimulate drilling despite low prices and
overcome the high cost of drilling wells in tight sands and other unconventional formations. This highcost gas tax credit has proven to be quite valuable for the state of Texas, especially at a time when it is
needed most.
Moreover, between 1990 and 2009, when the high-cost gas credit was put in place, Texas was the
only major producing state to increase natural gas production. The state saw an incredible increase in
high-cost gas production from 5.5 percent to 56 percent (of total state production of natural gas),
providing abundant supplies of this environmentally clean fuel. This tax incentive also helps our state
in becoming a global energy leader. It works to encourage development of new sources of natural gas
across Texas, boosting investment in this vital industry.
At a time when the state budget crisis is forcing layoffs in industries across Texas, this incentive is
helping to create nearly 40,000 direct jobs a year. Without such an incentive in place, funding for
schools, hospitals and first responders would also be in jeopardy, as more than half of all Texas'
counties receive local property tax receipts from production of high-cost gas wells (136 out of 254
counties).
According to Billy Hamilton, former Deputy State Comptroller, "ending the tax break would result in an immediate loss in 2012 of
35,000 jobs and $3.8 billion in economic output, with an initial direct loss of $1.5 billion to the Texas economy in 2012, increasing over
time. Estimates show from 2012 to 2025, Texas would lose 94,400 jobs each year and $10.4 billion each year in economic output."
Now is not the time to take away an incentive that does so much for our state. Significant adjustments to the high-cost gas incentive
could eliminate hundreds of thousands of Texas jobs and reduce the state's economic output by billions of dollars. Additional investment
in natural gas development could also be discouraged, negatively affecting production output by Texas.

TIPRO NOW ON FACEBOOK AND TWITTER
TIPRO is now 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 regular updates. Through the page, you can also see photos and learn details on upcoming association events. To view the fan page,
visit: 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.
Don’t miss out on the chance to get timely updates on all that is happening in the oil and gas industry!
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PRESIDENT’S MESSAGE
TIPRO MembersWhat a busy time for our association! The legislature is now in full-motion, with only seven weeks left in the
regular session. Each day new bills are up for discussion, some of which could have significant impact on the
way our industry operates. From disclosure of fluids used in hydraulically fractured wells to discussion of the
high-cost gas tax incentive, legislators and staff are looking to TIPRO to learn more on items up for
consideration by the House and Senate. Now as ever before, we remain committed to working with the Texas
Legislature and state regulatory agencies to preserve ability to explore and produce oil and natural gas. Each
day we continue to provide essential information to state Representatives and Senators on a wide range of
topics being discussed in proposed bills. However, working together, I am confident lawmakers will recognize
the need to keep supporting an industry which is crucial to our economy and state and come up with
reasonable solutions to the presented issues.
Our efforts also extend well beyond the state legislature. I am pleased to announce that this June, TIPRO
leaders will travel to Washington D.C. to educate Congress on the importance of our industry. TIPRO is planJustin Furnace
ning call-ups for June 22-23, where we will meet with congressional members on those issues which are most
pressing to-date and share our side of the story. We will provide the latest facts and statics that demonstrate how vital exploration and production is for the country. From taxes to job employment, the energy industry does more for Americans than most realize. By engaging in
direct conversations with our representatives, we will be able to help them better understand the impact of their votes. I am confident that
once again we will be successful in our attempts to teach lawmakers more about all the contributions made by independent producers and
royalty owners, and be able to emphasize the need for continued support of oil and gas.
All this comes at a critical time, as officials work to solve current policy problems. Just last week President Obama spoke out on the
need for increased domestic energy production and more use of natural gas. "That is something that we can achieve," said the president.
"We can cut our oil dependence by a third by 2025." He also encouraged wider use of natural gas vehicles, especially with fleets of
government vehicles.
Lastly, Michael Williams’ last day as Railroad Commissioner was April 2. On behalf of our association, I want to thank him for his
service. I enjoyed working with Chairman Williams on a variety of issues during my time at the RRC. We appreciate his efforts at the RRC
and wish him well with his future endeavors.

Sincerely,

APRIL IS PIPELINE DAMAGE PREVENTION MONTH
This month, Railroad Commissioners are reaching out to encourage Texans to make a free call to 811 two days before beginning
digging activities to learn what’s below the surface and prevent accidents. Commission Chairman Elizabeth Ames Jones said, “During
damage prevention month, we remind everyone of the importance of dialing 811 before beginning any excavation. It is a simple, free and
easy process that will result in the marking of underground pipelines. This helps result in greater protection and safety of contractor
employees, as well as the public.”
To learn more on Damage Prevention Month and safe digging practices, visit www.call811.com or www.rrc.state.tx.us.

Calendar of Events
APRIL 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.

APRIL 26, 2011
MIDLAND
PBLA/TIPRO
W est Texas Mixer, 5:30 p.m.
The Racquet Club of Midland
For info, call: (512) 477-4452.

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.
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SENATE APPROVES BILL TO REPLACE RRC
Monday afternoon state Senators voted 29-2 in favor of S.B. 655, which proposes sweeping
changes for the agency that regulates the oil and gas industry. The bill abolishes the Railroad
Commission of Texas, moving all operations to a newly created agency, the Texas Oil and Gas
Commission. The new agency, which aims to better reflect the commission's current duties and
streamline operations, would last until at least 2023 when it would be up for its next sunset
review.
The bill also modifies the governance structure, allowing for only one commissioner rather
than the three which currently oversee the agency. Two amendments by Sen. Seliger and
Sen. Ogden fought to preserve the existing three commissioner structure, but were both
defeated. Sen. Hegar, author of the bill, said of the proposal, "I think keeping the current three
is a broken system. I don't think the consumer, the taxpayer or the industry is well served by
having three commissioners."
Time limitations would also be imposed on campaign contributions for the new commissioner to the year before an election and up to
30 days before the next legislative session. The bill also moves contested enforcement cases to the State Office of Administrative Hearings
(SOAH) and creates the Oil and Gas Regulation and Cleanup Fund as a replacement for the General Revenue that the Commission
currently receives.
The bill now goes to the Texas House, where Representatives will meet to discuss proposed changes for the agency. If passed by the
House, the bill would take effect on Sept. 1, with Gov. Perry making the initial appointment of the single commissioner who would serve
until January 1, 2013.

SAVE THE DATE!!!
PBLA/TIPRO West Texas Mixer
The Racquet Club of Midland
Midland, Texas
April 26, 2011

Special thanks to event
sponsors:
Mrs. Rosalind Redfern
Grover
Mr. Bill Wallace
Mr. Peter Courtney
Pecos Bend Royalties, LP

In partnership with the Permian Basin Landmen's Association (PBLA), the
Texas Independent Producers and Royalty Owners Association (TIPRO)
cordially invites you to its West Texas Mixer. This event is set to be held on
Tuesday April 26, 2011, at The Racquet Club of Midland, located at 3009
Racquet Club Drive. Please save the date and plan to join us for drinks and
hors d'oeuvres from 5:30 p.m. to 7:30 p.m., where there will be plenty of
opportunity to network with fellow PBLA members and connect with others
in the oil and gas industry.
Mr. Peter Courtney of H. L. Brown Operating, LLC has graciously offered to
provide the meeting facility at The Racquet Club of Midland.
To RSVP for the PBLA/TIPRO West Texas Mixer, please e-mail laura@tipro.org.
To find out more details, please visit http://tipro.org/WestTexasMixer.aspx.

We look forward to seeing you then!
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HOUSE REPRESENTATIVES APPROVE NEW STATE BUDGET
After countless hours of debate, last Sunday House Representatives were finally able to come to agreement on the state 2012-2013
budget. Passing 98-49, most chose to vote along party lines. The $164.5 billion budget will eliminate close to $23 billion from the current
budget total, reducing it 12.3 percent without raising taxes or pulling from the Rainy Day Fund in the next biennium.
Gov. Rick Perry commented by saying, "Today's action by the House is another step toward achieving fiscal responsibility and
ensuring state government lives within its means. House members set priorities for state spending and found savings, and thanks to their
leadership, this budget paves the way to help Texas recover from the impacts of the national economic recession."
The bill will now be up for discussion in the Senate, which has proposed a budget that spends up to $10 billion more than the House
version, before it is agreed upon in conference committees and given final approval by both chambers toward the end of the session.

SURVEY PREDICTS DRAMATIC CHANGES FOR INDUSTRY WORKFORCE SIZE IN COMING YEARS
A new survey released by Schlumberger indicates big changes are in store for the workforce of the oil and gas industry. One of the
biggest challenges the industry will have to face includes filling a void left by a large percentage of retiring petrotechnical professionals,
particularly when it seems there is shortage of younger qualified individuals capable of satisfying the positions. Over the next four years,
the availability of experienced professionals will decline, with up to 5,000 experienced geoscientists and petroleum engineers leaving the
field. This alone will force companies to recruit more than before. "These staffing issues will have consequences on projects and
production capacity," added the survey.
However, research shows that technology, process improvements and outsourcing will all help ease staffing problems.
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HOUSE ENERGY RESOURCES COMMITTEE MEETS TO DISCUSS PROPOSED BILLS
On Wednesday, April 6, members of the House Energy Resources Committee met to learn more on proposed legislation relating to the
Energy industry and listen to public testimony. Below is a summary of some of the bills that were up for discussion:
-HB 3328, which relates to disclosure of the composition of hydraulic fracturing fluids used in hydraulic fracturing treatments, was left
pending. This bill provides for full disclosure of hydraulic fracturing fluids by operators and service companies. Different versions of this
bill continue to be developed by stakeholders, and TIPRO has been participating in these discussions. Other states have made it clear that
they are closely tracking this issue and Texas will likely set the standard for disclosure, which other states will follow. During the
hearing, TIPRO expressed to the committee that our membership is generally in favor of disclosure. However, opinions differ on the details
and manner by which this disclosure should take place. TIPRO committed to continue to participate in the search for a solution that all
involved parties can support.
-HB 3105 relates to the applicability of the Private Real Property Rights Preservation Act to certain governmental actions, and was left
pending following the meeting. This adds language to the Private Real Property Rights Preservation Act which provides that any action
by a municipality that damages, destroys, impairs or prohibits development of a mineral interest may be considered a taking and can result
in the municipality being sued by a private real property owner. Municipalities consider this an infringement on local control and are
opposed to the bill. Oil and gas supports the bill, offering that this does not impede local control, but merely puts a check on
municipalities so that, prior to passing overly restrictive local ordinances, they fully consider the possible associated implications.
-HB 3134 discusses the process for refusing to renew an organization report for an operator that fails to plug an inactive oil or gas well,
and was left pending. This bill details the procedure for allowing operators additional time to get into compliance with HB 2259 from the
81st Legislative Session regarding financial assurance and surface cleanup requirements for inactive oil and gas wells. It also gives the
Railroad Commission flexibility for determining when it is appropriate to refuse an operator's P-5 renewal for noncompliance. TIPRO has
been working closely with the author of this bill and registered in favor of the offered committee substitute.
-HB 3460 relates to the filing with the state of well logs by operators of oil-related wells, and was also left pending following
Wednesday's meeting. This bill specifies what types of well log operators need to submit to the Railroad Commission. This bill will help
with log paperwork uniformity at the Railroad Commission, but would allow the bill's penalty for failure to submit a well log to be as high
as $5,000 per violation. TIPRO made clear to the author of the bill that $5,000 per well is too steep of a penalty and that our association
cannot support the bill while this penalty is at this level.

TIPRO SPONSORS UPCOMING FORT WORTH PETROLEUM CLUB GOLF TOURNAMENT
TIPRO is proud to support The Fort Worth Petroleum Club, which will soon host its Annual Golf
Tournament at the Ridglea Country Club. On Monday April 18, more than 150 representatives of E&P
companies and vendors will gather for this special event in Fort Worth. In addition to golf, attendees will
be able to gather over lunch and dinner, as well as enjoy an awards ceremony. With a hole-in-one, a lucky
golfer can win a new Lincoln vehicle, and round-trip tickets for two on American Airlines will also be
up for grabs.
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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:

Phone:

E-mail:

Payment Information:
Number of attendees:
c AMEX

c VISA

Please charge my credit card a total of $
c MC
Exp. Date:

Card Number:
Signature:
Or find my check #

enclosed for $

.

TIPRO must receive notice of cancellation by Friday, April 29, 2011.
Refunds will not be given after this date. 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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Texas Independent
Producers and
Royalty Owners
Association
With more than 2500 members,
TIPRO is the nation’s 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.

www.tipro.org
www.EnergyInDepth.org

TIPRO — PRODUCING TEXAS’ ENERGY for AMERICA
919 Congress Ave., Suite 1000, Austin, Texas 78701, Phone: (512) 477-4452, Fax: (512) 476-8070

