Texas
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Calendar of Events

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

JANUARY 9, 2008
HOUSTON — IPAA/TIPRO
Leaders in Industry lunc heon
series, 11:30 a.m., Houston
Petroleum Club. F or info call
(713) 819-3161

FEBRUARY 7 & 8, 2008
HOUSTON — NAPE
For info visit

www .napeonline.com

FEBRUARY 27 & 28, 2008
FORT WORTH —TIPRO’S
62nd Annual Con vention at
the Renaissance
Worthington Hotel

MEMBERSIPTHEIRAS TOSENRORETIFE

IPRO’s membership
I luncheon in Tyler last
week was a great suc-
cess and we thank all who

included Tyler State
Representative Leo Berman
and Tyler Chamber of
Commerce CEO Tom Mullins.

attended!

The luncheon
was the first of a
series of regional

meetings TIPRO will
hold around the state
over the next year.
Tyler's meeting at
Willow Brook Country
Club was sponsored
by Mewbourne Oil and
Howell Oil and Gas . Table
sponsors included XTO and
Chesapeake Energy .

TIPRO President Scott L.
Anderson welcomed mem-
bers and guests, which

Executive
Vice
President

Adam Haynes
presented
TIPRO's first
“Tip of the
Hat” award to
Senator Kevin
Eltife for his
sponsorship of SB 2000, the
bill that created grants to help
producers offset some of the
expense of upgrading rich-
burn, compressor engines to
comply with regulations
passed by the Texas
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Commission on Environmental
Quality. Many of the com-
pressors are located in East
Texas and the emissions from
these engines impact the air
quality in Tyler and in the
Dallas/Fort Worth area. SB
2000 creates a mechanism for
producers and pipeline com-
panies to upgrade their equip-
ment early and create more
pollution reduction across the
area.

"This region is important
to the oil and gas industry
and vital to TIPRO. We

appreciate the opportunity to
be with our members and with
elected officials who are help-
ing independent producers,"
said Scott L. Anderson.

TYLER continued on P age 2

TIPR®ays a Visit to RRfice In Kilgore

While in the Tyler area,
TIPRO visited the Texas
Railroad Commission’s district
office in Kilgore for a tour and
discussion with District
Director Michael O’Quinn.

O’Quinn outlined several
changes and activities going
on in the office recently. His
outlook on the region is very
positive, noting increases in
workload this year as produc-
tion has increased in East
Texas. The workload has also
increased from the Barnett
Shale, as recent operational
changes have been made to
help spread around the siz-
able workload generated from
the activity in that area.

But with industry’s appetite
for qualified employees, his

office is feeling the pinch in
keeping positions filled.
“Some employees retire and
some leave when industry
makes them an offer they
can't refuse,” he said. “We
recently lost a very valued
employee who had been here
19 years. It's hard to replace
that experience but we are
actively recruiting and finding
talent in this area.”

The excitement in the
office definitely centered on a
pilot project to equip inspec-
tors with mobile data termi-
nals in their vehicles. Staff
members were undergoing
training during our visit.
“These terminals make them
more efficient,” said O’Quinn.
“They can send paperwork in

from the field and that means
they have more time in the
field than in the office.” He
hopes that eventually all the
field staff will have the termi-
nals.

In addition to these func-
tions, we saw first hand a duty
of the Commission that is per-
haps the most valuable but
least valued by the public:
records preservation. Walking
through the file room and pub-
lic research room was like
stepping back in time. One
old metal file cabinet after
another holds handwritten
records dating back t01930 or
further. While there are some
computer terminals on the
clean but aging work tables
set up for public research,

Kilgore continued on P age 2
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World Briefs

Supply and Demand

OPEC heads-of-state meeting occurs this month. Energy annal-
ists expect OPEC to readmit Ecuador into the cartel. Reportedly
Ecuador must repay of $5 million in back dues it owes. Ecuador pro-
duces approximately 570.0 kbpd. As of November 1, OPEC has
approved to increase the crude its members (excluding Angola and
Iraq) supply to the market by 500,000 b/d.

-Iran’s national oil company has announced plans to build 8 new
oil refineries toward the goal of becoming a net exporter of refined

oil products.

-China’s imports rose 1.6 percent year-on-year to 3.3 mbpd. The
Chinese economy is on pace to achieve its fastest annual growth

rate since 1993.

-India is about to market its largest auction of oil blocks ever to tap
underexplored offshore fields. India currently imports roughly 76 per-

cent of its oil and gas.

Unstable Ground

Kazakh President Nazarbayev has signed subsoil legislation
amendments passed by parliament, which allows the nation to
change oil contracts or even break terms of existing production shar-

ing agreements.

-Nigerian officials indicated last month that the country may
attempt to “renegotiate its generous terms" with international oil

companies.

-The Wall Street Journal reports that ConocoPhillips will file an
international arbitration claim against Venezuela over compensation
for exiting the country rather than agree to President Chavez's new

demands.

Trouble Brewing

Pakistani President Musharraf declared martial law this weekend
as violence in the country increased in recent weeks, including an

THETARGET

attack on former prime minister Benazir Bhutto. TV stations have
been closed and protesters, including attorneys, have been arrested.
But it is a risk that any change in leadership would be as effective in
fighting al Qaeda as the current government.

-Last week Somali pirates hijacked a Japanese-owned tanker ship
full of Benzene. The U.S. Navy is now involved in the situation.
Separate pirates this week released the crew of a hijacked Korean
tanker after 6 months. Pirate activity off the Somali coast has
increased steadily over the last two years.

-In Kuwait political turmoil continues as a public row ensued last
week between the National Assembly speaker and prime minister.
Observers worried that the intensity of the statements from the two
figures could worsen the already deep political crisis in the country
and could lead to either the dissolution of parliament or sacking of

the Cabinet.

DFW Productiakeg Off

While passenger frustra-
tion continues to build with
airlines and airports, one
independent producer’s work
may help change things at
the DFW International
Airport. Last week,
Chesapeake Energy
announced its first reports of
production at the Airport.

Chesapeake and its
small-business partners own
the lease for the 18,000 acre
tract underlying the DFW
Airport. The production from
the first 11 wells came on-
line last week, but it may be

several months before the
flows from the Airport proper-
ty demonstrate the true
value of the production.
Chesapeake and its partners
plan to complete more than
300 wells within the Airport
lease.

Soon, the value of the
natural gas produced at the
Airport may exceed the rev-
enue raised from fees paid
by the airlines, and hopefully
the officials at the Airport will
use those proceeds to
increase customer service
and ease travel congestion.
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most of the documents
housed here are on paper.
“Some of this information is
available in Austin,” said
O’Quinn, “but a lot of it is not.
It is all available to the public
here.”

It is not an exaggeration to
say that these offices house
the history of Texas.

TIPRO member Steve
Howell told us before the tour,
“We appreciate our district
office’s attitude. If a producer
makes a mistake but is trying
to fix it, they’ll help you under-
stand what you need to do to
correct the problem.” We cer-

tainly saw that attitude on our
tour and employees working
hard with the resources they
have. Our thanks go out to
Director Michael O'Quinn and
everyone at Districts 5 and 6
in Kilgore!

Receive the Target in
color and online!
Call Laura Stubbins
at 512.477.4452.
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"l thank TIPRO for this
award and encourage all

“This was a great opportunity
for us, your staff in Austin, to

of you to
stay engaged
in the political
process," said
Senator Eltife.
"You deserve
politicians who

get out and hear from
you in your backyard,”
she said. “It's crucial
for us to see what
you’re dealing with in
day-to-day operations
in your specific part of

will focus on the state.”

results and “Our job is to
solving prob- watch the politicians
lems." in Austin so that you

TIPRO Director of Public
Affairs Donna Warndof
gave a brief issue update

before the meeting adjourned
and stayed to answer mem-
ber questions afterwards.

can concentrate on increas-
ing your production,” contin-
ued Haynes. “It's great to see
everyone ‘turning to the right’
out here.”
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TIPRO Explorers Apache Corporation and Range Resources were interviewed in a New York Times arti-
cle last week highlighting the increased production in West Texas, especially in the Permian Basin. With

increased efforts from independent producers like Apache, Range, and other TIPRO Explorers, production
in the area has increased and the overall decline curves may stabilize and even show a short-term up-tick.

The increased production is a great stimulus for the local economy and demon-
strates that independent producers can help address the nation’s energy security
when we have access for exploration and operations.

Apache was also featured on CNBC’s Mad Money program hosted by Jim
Cramer. The coverage focused on Apache’s utilization of technology and explo-

ration to fuel their growth in production, a message that clearly resonates on Wall Street!

RR@®ublishes Draft Rules

After two delays, the Railroad Commission voted today to
publish the draft rules to implement parts of HB 3273 and
HB 1920. Respectively, these bills authorize the enforce-
ment authority for the Informal Complaint Process and cre-
ates special provisions for Lost and Unaccounted for Gas.
The Commission today voted to publish the drafts for com-
ment. This starts a 30-day comment period, with comments
due by December 27th. It is unlikely that the rules could be
adopted before the end of January.

While all three commissioners indicated that they would
have suggestions for changes during the comment period,
commissioners Carrillo and Ames Jones voiced their support
for publishing the drafts as originally prepared by staff as
opposed to changing language before publication. Chairman
Williams sought to clarify that the past delays in publication
were not related to the FutureGen project.

TIPRO will submit comments and continue to participate
in meetings with Commission staff, legislators and stake-
holders during this process to ensure that these rules have
the teeth envisioned in the legislation.

Presidential Energy Forum Posj
New Dates Set for February 28th in H

The Greater Houston Partnership has rescheduled its
Presidential Summit from November 13th to February 28th to
attract more candidates. This date is closer to the Texas pri-
maries and will likely increase the participation as candidates
make their way through Texas.

The Forum will be moderated by NBC News’ Tim Russert
and will be nationally televised. Several candidates had
declined to attend on the original date due to campaign sched-
ules but are expected to attend on the new date. Given the
importance of energy production to the economy and our
national security, TIPRO believes the energy forum should be
a priority for all candidates.
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Last week, a Federal District Court in New York dismissed
a motion by former hedge fund giant Amaranth to halt a FERC
proceeding. Amaranth argued that the CFTC has primary
jurisdiction over futures markets and, therefore, should be the
sole arbiter of whether it manipulated energy markets last
summer. Amaranth requested that the court halt FERC action
until the CFTC action was resolved. The court dismissed the
motion, stating that outcomes in proceedings by either agency
could be appealed to a federal court.

Both the CFTC and FERC have filed actions against
Amaranth over alleged manipulation of natural gas markets.
Both agencies have filed separate actions against ETP for
market manipulation.

While Amaranth’s cases involve different legal issues than
those raised in the two agencies’ actions against ETP, some
of the companies’ defensive arguments are similar.

Both companies raise jurisdictional questions about FERC
and argue that a federal district court is proper venue for their

pleadings. The judge in the Amaranth case last week denied
that argument and allowed both agencies to continue with the
cases, which would be appealable in federal court once the
agencies’ administrative procedures are complete. In last
week’s ruling, the judge also did not place one agency’s juris-
diction ahead of the other. Since neither agency is alleging
that the other is encroaching into its jurisdiction, there seems
to be nothing stopping the Amaranth cases from proceeding
concurrently at each agency.

Additionally, both Amaranth and ETP complain extensively
about the tone of language used by FERC in its show cause
orders and public statements that indicate the agency is
biased, may have already reached conclusions and cannot be
impartial. The judge last week did not find that the tone of
theCFTC filing inhibits the process at the agency level since it
still must follow rules of procedure and any actions are ulti-
mately appealable.
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