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Calendar of Events

SEPTEMBER 12,2007
HOUSTON — IPAA/TIPRO
Leaders in Industry lunc heon
series, 11:30 a.m., Houston
Petroleum Club. F or info call

(713) 819-3161

OCTOBER 10, 2007
HOUSTON — IPAA/TIPRO
Leaders in Industry lunc heon
series, 11:30 a.m., Houston
Petroleum Club. F or info call

(713) 819-3161

NOVEMBER 14, 2007
HOUSTON — IPAA/TIPRO
Leaders in Industry lunc heon
series, 11:30 a.m., Houston
Petroleum Club. F or info call

(713) 819-3161

DECEMBER 12,2007
HOUSTON — IPAA/TIPRO
Leaders in Industry lunc heon
series, 11:30 a.m., Houston
Petroleum Club. F or info call

(713) 819-3161
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ETR'Latest Hedge

n August 25th, Dallas-based Energy
OTransfer Partners’ (ETP) high-dollar

Washington DC lawyers finally provid-
ed the first response to the
charges of market manipu-
lation leveled by the
Federal Energy
Regulatory Commission
(FERC). The filing sheds
a different light on ETP’s
position. Gone are the
arrogant, dismissive public
relation’s claims of inno-
cence and shareholder
reassurances. In its place are
requests for a filing extension, whining about
the commission’s “home court advantage”,
and legal wrangling seeking a new trial in fed-
eral court “where issues concerning liability
for civil penalties..., and their proper amount
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In the pleading, ETP acknowledges that the
FERC is “at the dawn of a new age in its
enforcement authority” and that the FERC
“now possess(es) the authori-
ty to seek extremely high lev-
els of civil penalties.”
However, ETP claims that
because the FERC'’s enforce-
ment authority is new and
untested in this area, that ETP
is entitled to a de novo trial in
federal district court for the
“adjudication of potential civil
penalty liability” as is the
process in certain other areas of
administrative law.

In short, ETP argues that even
though the FERC has the authority to issue a
show cause order and assess civil penalties
for market manipulation, it still has to provide

VOLUME 10, NO. 18
September 11, 2007

(if any), are resolved.”

ETP with the opportunity to argue

Hazmat anouf Business

ext time you have to
N ship a gas sample

or a liquid stream for
testing, ask yourself if you
are sure about the regula-
tions for the shipment of
small quantities of haz-
ardous materials. Not
knowing could cost you!

The Federal Aviation

Administration (FAA) and
the Pipeline and
Hazardous Materials
Safety Administration
(PHMSA) have increased
their audit and inspection
efforts to ensure compli-
ance with regulations cov-
ering the shipment of small
guantities of hazardous
materials. Both offices are
a part of the US

Department of
Transportation (DOT) and
regulate the transportation
and shipment of hazardous
materials.

DOT defines a haz-
ardous material as a “sub-
stance or material which
has been determined by
DOT to be capable of pos-
ing an unreasonable risk to
health, safety, and property
when transported in com-
merce.” This definition
includes gas samples, lig-
uid samples, and flamma-
ble materials produced by
the oil and gas industry.

The regulations
regarding the transport of
these materials — regard-
less of the quantity — must
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comply with the Hazardous
Materials Regulations, 49
Code of Federal
Regulations, Parts 171-
180. These regulations not
only apply to companies
that transport and ship the
material, but they also reg-
ulate “those who offer” haz-
ardous materials for trans-
port.

Training is an
important aspect of each
part of the regulations. It is
critically important to have
various individuals within
your company trained on
shipment procedures to
verify that all shipments
have followed the correct
procedures.

HAZMAT continued on P age 3
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Inspection and Enforcement Activities in the Field

Operations Section of the Railroad Commission. With
overall positive marks, the report did make recommendations
for improvements regarding schedules of inspections, consis-
tency of natifications, employee conflicts of interest and
tracking of A.G. referrals. A copy of the report is available on
TIPRO's web site. (www.tipro.org)

The audit found that the commission’s enforcement
process does ensure that most violations are corrected and
that consistent penalties are assessed for those violations in
accordance with the defined schedule of penalties and state
laws.

T he State Auditor’s office issued its report in August on

In the five fiscal years covered by the audit, the com-
mission conducted 566,062 on-site inspections. The RRC
also conducted inspections on about half of all operating
leases during the audit period, and the commission prioritizes
responses to complaints according to risk to the public.

But about 30% of complaints of spills or field viola-
tions contained incomplete documentation to verify compli-
ance. The State Auditor recommends developing a formal
approach for scheduling inspections of all operating leases
on a regular basis to rectify this concern. The commission
agreed with the finding and will develop a methodology for
scheduling that takes into account compliance history of the
operator, type of activity, etc.

The Auditor also recommended changes to make
district offices more consistent in how they notify operators of
violations. Some offices notify in writing with a stated time-
frame to rectify the violation while others use less formal
means. The Auditor recommends that all notices be in writing
with guidelines for corrective actions and deadlines. Again,

the RRC agreed and will develop these guidelines by the end
of the year. However, the RRC may still give notice verbally
for violations that do not involve safety or pollution issues. All
notices will include a “week of” deadline for compliance and
possible re-inspection. Some recommendations such as
same-day data entry or re-inspections requirements were
unrealistic and will not be changed.

Regarding potential conflicts of interest, the commis-
sion will adopt the recommendation to clarify that gifts an
employee is allowed to receive must be valued at $50 or less
and clarifications that required periodic disclosure of actual or
perceived conflicts of interest includes personal royalties or
working interests, family members employed by the industry,
etc.

In additional to finding that penalties are being
assessed consistently an in accordance with state laws, the
audit found that a whopping 67% of penalty cases are
resolved at the district level without further action. Kudos to
both the district offices and the responsible operators who
make this happen! But it recommended more frequent track-
ing of cases referred to the Attorney General’s Office for
enforcement. Though those cases were only 22% of the total
cases in 2006, they accounted for 43% of the total penalties
assessed.

Congratulations to the commission for a healthy
report. It proves what most independents already know - the
professionals in the District Offices know their jobs and take
compliance with rules and regulations very seriously. TIPRO
also commends the RRC for working to implement the
Auditor’s recommendations and make some minor changes
that help make inspections and district operation’s uniform
for the industry.
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TIPRO Explorer Clayton
Williams has filed a lawsuit
in the District court of
Midland County Texas. The
suit alleges breach of con-
tract, lack of good faith, fraud
and negligent misrepresenta-
tion.

Mr. Williams claims
that his company lost signifi-
cant market value because
of gas sales contracts that
are based on the Houston
Ship Channel price index.
Mr. Williams claims his con-
tracts and ultimately the
prices paid for his gas deliv-
ered on the oasis system as
well as other systems were
devalued by ETP’s manipu-
lations.

In addition, an ener-
gy trader, Richard Hershey,
has filed suit in US District
Court in New York. Mr.
Hershey may be seeking a
class action suit against ETP
stating that “he and all others
who traded contracts” during
the time in question have
“suffered damages.”

Despite the gains
that we have made in tort
reform, Texas producers and
royalty owners may find
themselves at the mercy of a
New York City trial lawyer as
a result of the lack of over-
sight and regulation of the
intrastate pipeline system.

the case in federal court for
the establishment of liability
and amounts of civil penal-
ties. The brief further
asserts that the agency has
created “the appearance
that the Commission has
prejudged the outcome of
this case,” and seeks the
“home court advantage.”
Despite the fact that
ETP has requested and
received an additional 30
day delay for its own
response to the FERC, ETP
has requested an expedited
review of the jurisdictional
questions they raised.
Demonstrating once again
the special treatment to
which intrastate pipelines

seem accustomed.

Of course ETP’s
brief fails to recognize that it
does have the right to
appeal any FERC ruling to
federal district court. They
also fail to mention the filing
this past summer by the
Commodities Futures
Trading Commission in US
District Court in Texas. This
case relates to the same
trading irregularities by ETP.
If ETP is so anxious for a
speedy trial, they should
focus their attention to this
matter and begin the trial
without delay.
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n exciting joint venture between the University of
ATexas and a group of industry companies will

research nanotechnology to develop subsurface
nanosensors that can be injected into oil and gas well
bores.

These tiny sensors, many times smaller than a
human hair, would migrate out of the well bores and into
surrounding geologic formations to collect data about the
physical characteristics of hydrocarbon reservoirs. The
data collected could enable the more efficient exploitation
of hydrocarbon resources.

BP America Inc., ConocoPhillips Co., Marathon Oil
Corp., Occidental Petroleum Corp., Shell International
E&P Inc., Schlumberger Technology Corp. and Halliburton
Energy Services will each contribute $1 million per year
for at least three years for the research, which will be car-
ried out by the University. Additional qualified companies
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may join AEC with the approval of two-thirds of the exist-
ing members and concurrence of the University.

The university will own all inventions resulting from
the research, and members who contributed will receive a
royalty-free, nonexclusive, irrevocable, worldwide perpetu-
al license to use the invention for noncommercial internal
purposes and will also have the independent right to
make, use, and sell any patented inventions, subject to
the payment of patenting costs. The University intends to
license its rights to third parties on a royalty-bearing basis,
subject to the approval of the AEC members, which shall
not be unreasonably held. AEC, however, will not license,
produce, market or distribute anything.

The project was required to undergo review from
the U.S. Department of Justice for antitrust concerns.
DOJ announced in August the project cleared antitrust
review and the DOJ will not oppose the project.
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Training employees on
packing, labeling, secu-
rity and paperwork
requirements is part of
the regulations each
company needs for
compliance. You can
find more information on
hazardous material ship-
ment at the PHMSA and
FAA websites:
www.hazmat.dot.gov;
www.faa.gov.
You can also call the
DOT Hazardous
Materials Information
Center at 1-800-467-
4922.

Each day the
safety professionals in
the oil and gas industry

do a great job in com-
plying with transporta-
tion regulations that pro-
tect the public and envi-
ronment during the
movement of hazardous
materials.

Considering the
amount of bulk oil, natu-
ral gas, and refined
products that is moved
through America’s
pipelines and roads, the
number of accidental
spills is remarkably low.
Now, our safety profes-
sionals need to turn
their attention to these
small quantity regula-
tions and ensure compli-
ance for your company.

Get the Target in color every week!
To switch from print to online, call
Laura Stubbins at 512.477.4452.
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Texas Independent
Producers and
Royalty Owners
Association

With over 2500 members, TIPRO is
the natios’largest statewide asso
ciation representing both independ
ent producers and royalty owners.
Our members include small mom-
and-pop companies, the largest pub
licly traded independents and large
and small mineral estates and

trusts. TIPR6&— PRODUCINEXAENERGY AMERICA

www _tipr o.org 919 Congresged, Suite 1000, Austna¥ 78701, Phone: (512) 477-4452, Fax: (512) 476-8070

Te dpénOil &G
RRC Proposes Rule to

Implement SB 1670 COUNTY CRUDE OIL (BBLS)
1. GAINES 2,273,343
_ o _ 2. YOAKUM 2,005,451
The 8xas Railroad Commission has published a proposed ryle ANDREWS 2,004,219
: — <lati 4. HOCKLEY 1,606,566
to mpler_nent SB 1_670 by Chawgraq Ahe legislation i ECTOR 1.392.428
was designed to give the Commission another enforcemgng. SCURRY 1,231,298
tool to collect fines for violations. The bill targets operators | - PECOS 1,000,629
, L : 8. UPTON 889,834
who resume operating an injection or disposal well after the weil MIDLAND 870,504
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©

has been severed. Current law requires an operator to pay a CRANE 748,511

reconnect fee and obtain a new certificate of compliance from COUNTY TOTAL GAS (MCF)
the Commission in order to resume operation of the well. If th

D

: 1 ZAPATA 25,150,340
operator resumes operations but has not done both of these | 5. PANOLA22 547 395

steps, the new law and rule authorize the Commission to deny 3- HIDALGO 20,349,886

) 4. FREESTONE 19,150,962

the renewal of the operatBr5 until the reconnect fee has 5. WEBB 17.674.820

been paid and a new certificate of compliance has been issugd- JOHNSON 14,811,089

. : , 7. WISE 14,724,707

A copy of the proposed rule is available aWéBRO 8 TARRANT 14,336 537

site. (wwiipro.org) 9. PECOS 12,941,906
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DENTON 11,873,110

Source: MAY 2007, Texas Railroad Commission




