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On December 5, 2011, the U. S. Fish and Wildlife Service (USFWS) will publish in the

Federal Register a 6-month extension on the final determination of whether to list the Dunes Sagebrush

Lizard (Sceloporus arenicolus) as endangered under the Endangered Species Act (ESA). This will allow

the agency to gather additional scientific information and public comment before making any final

listing decisions on the lizard. The comment period on the proposed rule to list the species will reopen

for 45 days, beginning on the day of publication of this announcement in the Federal Register. The USFWS is soliciting input from

concerned governmental agencies, the scientific community, industry or any other interested party concerning the proposed

endangerment rule.

“Public comments received since the publication of the proposed rule have expressed

concerns regarding the sufficiency and accuracy of the data related to the Dunes Sagebrush

Lizard’s status and trends in New Mexico and Texas,” reported USFWS. “Therefore, in

consideration of the disagreements surrounding the lizard’s status, the Service is extending

the final determination for 6 months in order to solicit scientific information that will help to

clarify these issues.”

In particular, the USFWS announced it is seeking additional information on population

estimates of the Dunes Sagebrush Lizard in New Mexico and Texas, data that quantifies the

current amount of habitat and loss of habitat, and survey information, including maps,

throughout the species range, especially for Texas.

The Dunes Sagebrush Lizard, native to the American Southwest, is a small light brown

spiny lizard that resides in the heart of the Permian Basin. If listed, the resulting regulatory protections could limit or halt industry

activity in and around its habitat. With the Permian Basin responsible for production of over 1 million barrels of oil each day and

accounting for 20 percent of the lower 48 production in addition to 68 percent of Texas' total oil production, the impact of an endanger-

ment listing would be detrimental to the oil and gas industry.

For further information on how and where to submit comments, visit the USFWS’ Southwest Region’s website at:

http://southwest.fws.gov/.

EXTENSION GRANTED FOR LISTING DECISION OF SAND DUNE LIZARD
Texas

Independent

Producers and

Royalty Owners

Association

During the latest TIPRO Board Meeting, held November 16 in Dallas, members of the TIPRO Nominations
Committee presented their recommendations for nominees of TIPRO Officers and Directors, beginning terms
on June 1, 2012. The Board unanimously approved the following candidates:

l Mr. David F. Martineau, Pitts Oil Co., LLC - Chairman of the Board (Class B Director)

l Mr. Todd Wehner, Jones Energy, Ltd. - Treasurer (Class B Director)

l Mrs. Patricia D. Boswell McCall, Boswell Interests, Ltd. - Secretary (Class B Director)

l Mr. Allen Gilmer, DrillingInfo, Inc. - Region 4 (Class A Director) 

l Mr. Lindsey Dingmore, XTO Energy, Inc. - At-Large Representative (Class A Director)

l Mr. Levert Gillman, Travelers Oil Co. - Region 6 (Class A Director)

l Mr. John R. Smitherman, BOPCO, L.P. - At-Large Representative (Class A Director)

With the approval of the Nomination Committees candidates by the Board, membership will vote on the recommendations at TIPRO’s
66th Annual Convention next March. Also of note and per the Bylaws, past Chairs with expiring terms may ask to continue as a Board
member for a three year term subject to approval by the Board and membership. Rex White, Rusty Howell, and Tad Mayfield have
expiring terms on June 1, 2012 and have all asked for consideration of another term. 

TIPRO thanks all the candidates for graciously accepting their nominations and agreeing to serve on the Board.

TIPRO MEMBERSHIP TO CONSIDER NEXT CHAIRMAN

David Martineau
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Calendar of Events

JANUARY 11, 2012

HOUSTON � IPAA/TIPRO 

Leaders in Industry      

Luncheon, 11:30 a.m.

Houston Petroleum Club. 

For info, call: (713) 503-1298.

DECEMBER 14, 2011

HOUSTON � IPAA/TIPRO 

Leaders in Industry      

Luncheon, 11:30 a.m.

Houston Petroleum Club. 

For info, call: (713) 503-1298.

FEBRUARY 8, 2012

HOUSTON � IPAA/TIPRO 

Leaders in Industry      

Luncheon, 11:30 a.m.

Houston Petroleum Club. 

For info, call: (713) 503-1298.

FEBRUARY 22-24, 2012

HOUSTO N  � Winter

NAPE Expo, George R.

Brown Convention Center

For info, call: (512) 477-4452.

TIPRO Members-

Here in Texas, our industry continues to exemplify the true economic power of oil and gas development.

With Texas serving as one of the largest energy producing states in the nation, we can boast of the positive

potential that production of oil and gas provides. Technological breakthroughs have allowed the development

of resources sitting deep below our feet, providing new opportunities to recover oil and gas once locked away

in tight formations. Creating thousands of jobs and contributing significant funds to local governments are

just a couple of ways that increased production from shale plays has helped our state. 

The boost in production is not only helping support our economy though, it is also promoting greater

national security by decreasing the United States' dependence on foreign energy sources. The extraction of

tight oil from dense North American shale rock formations using hydraulic fracturing and horizontal drilling

techniques has significantly increased domestic oil production capabilities. This is causing a

dramatic shift in global markets, and helping our supply system be more resilient to volatile disruptions

in other parts of the world, where uncertain geopolitical conditions in places like the Middle East, Latin America and Africa

often threaten oil supplies. In addition, many of these places seem to hate the United States and all we stand for.

With some of the world's largest resources of unconventional oil and gas now available in our own backyard, top oil exporters

like Saudi Arabia and OPEC can no longer assume dominance. The significance of this is great, not only as it will help boost

our national economy, but also because it will help relieve the United States of spending hundreds of billions of dollars

and thousands of lives to secure access to foreign energy supplies in unstable and potentially hostile parts of the world. 

Last year, the United States consumed 19.1 million barrels per day (MMbd) of petroleum products, making it the world's largest

petroleum consumer. Of that number, approximately 11.8 million barrels per day (MMbd) of crude oil and refined petroleum products

were imported - or 49 percent of all petroleum consumed. 

Our dependence of imported oil is down since peaking in 2005, and will continue to decline in the years to come as we enjoy strong

gains in domestic production of crude oil and natural gas. In fact, recent reports released by Goldman Sachs predict America will become

the world's largest oil producer by the year 2017, with U.S. daily production of oil expected to rise to 10.9 million barrels in 2017 from

the current level of 8.3 million barrels. That is news we can all take comfort in hearing.

FOLLOW TIPRO ONLINE TO GET THE LATEST UPDATES, AS NEWS HAPPENS
Be sure to follow the Texas Independent Producers & Royalty Owners Association online to receive up-to-the-minute news on

the latest happening in the oil and gas industry. From Twitter to Facebook and LinkedIn, TIPRO’s social media accounts offer new ways

to get information and connect with other professionals in the industry. 

Learn how to follow TIPRO by visiting our website at www.tipro.org.

Sincerely, 

CHAIRMAN’S MESSAGE

Stephen N. Castle



Page 3           December 1, 2011                                                                                                                                                                  THE TARGET

Another TIPRO South Texas Regional Round Table will be held via conference call next Tuesday, December 6, at 2:00 p.m.

TIPRO’s Regional Round Tables (RRT) present the opportunity for regularly scheduled meetings among independent producers, in

which participants are provided the chance to discuss ongoing or upcoming regional issues with other operators in the same area. The

RRTs are intended to be an open forum, not a policy-making body.  

These meetings also allow operators in the region to find out if issues are specific to their company, if others are experiencing

similar situations, or if a greater problem exists. They are intended to be made up of those with operations in the region, so if you have

operations in Railroad Commission Districts 1, 2, or 4, please call in and participate. However, if you operate elsewhere in the state, stay

tuned as you will have the opportunity to participate in future Regional Round Table meetings.

Participating in the call will be:

-Pleasanton Mayor Clint Powell

-Pleasanton Council member and small business owner J.R. Gallegos

-Pleasanton Judge Betty Caballero

-Atascosa County Commissioner Bill Carroll

If you are an independent producer and would like to participate, please email Teddy Carter at tcarter@tipro.org to receive further

details on the conference call. Additionally, if you have operators in the South Texas region that you would like to have participate, please

send their contact information so that they can be included on all South Texas RRT emails. 

TIPRO SOUTH TEXAS REGIONAL ROUND TABLE MEETING - NEXT WEEK

After a recent lab error prompted Penn State University researchers to

conclude that bromide was found in groundwater wells near drilling sites,

researchers have since released a retraction explaining that the bromide

concentration data was incorrect due to a lab error from the subcontracted,

state-accredited, water testing laboratory. A data update has since been

provided by the laboratory.

Despite the study claiming that "bromide is sometimes used as a drilling

mud additive in the drilling process," there is no bromine used in most

drilling fluids. Originally the finding had been used to justify additional

regulations on water wells located within 3,000 feet of well operations.

Researchers also proposed updated regulations as well as the creation of

focused educational programs to ensure proper protection and

management of private water wells, which are an important source of

drinking water for rural homeowners. This approach would strive to

increase awareness among water supply owners about voluntary measures

while providing information about regulation of the industry.

The mistaken research was included within the report "The Impact of

Marcellus Gas Drilling on Rural Drinking Water Supplies," which

examined water quality in private water wells located in rural

Pennsylvania before and after the drilling of nearby Marcellus Shale gas

wells. The study also documented enforcement of existing regulations and

the use of voluntary measures by homeowners to protect water supplies. In

October 2011, findings from the study were presented to the Center for

Rural Pennsylvania. However, due to recent developments, all research

findings within the report are now under review.  

Meanwhile, preliminary results from a recent study conducted by The

University of Texas at Austin's Energy Institute found no direct link

between hydraulic fracturing and groundwater contamination claims.

Leakage associated with fracing of shale formations was not observed.

Full results from the Energy Institute’s study are expected early next year,

offering comprehensive analysis of the effects of fracturing on the

environment.

FLAWED BROMIDE DATA NEGATES PENN STATE
GROUNDWATER STUDY
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Seeking to fill the seat that will be vacated by Chairman Elizabeth Ames Jones in 2012, three candidates formally filed to be

considered candidates for Commissioner of the Texas Railroad Commission. Although they technically have until December 15 to file

to be included in the Republican primary, Roland Sledge, currently Vice President of Legal for VAALCO Energy in Houston, Christi

Craddick, an Austin attorney, and Warren Chisum, a representative from Texas House District 88 and an independent oil and gas

operator from Pampa, all have officially jumped in the race to replace Jones.

Jones recently announced her intention to a run for the state Senate District 25 in 2012.

CANDIDATES FILE TO BECOME THE NEXT RRC COMMISSIONER

In response to the rapid development of new and improved technologies, staff of the Railroad Commission has been directed to begin

analysis of the Commission's existing rules on water recycling. They will also identify ways to ensure the Commission encourages

companies to expand recycling activities in the future and allow hydraulic fracturing to continue to economically benefit Texas.

“Water is a precious resource, in times of plenty and in times of drought, like the one Texas is facing today,” said Chairman Jones.

“I want to make sure that nothing the Railroad Commission does is a roadblock to the use of private industry's rapid development of

new and improving water recycling technologies. If we need to streamline our old rules and make amendments where necessary to

encourage companies to expand their recycling activities, then that is what we will do.”

With ongoing advancements of technology, producers are better able to utilize new innovative methods to successfully drill wells

while at the same time limit impact on the environment. Updated Commission rules regarding recycling will aim to overhaul the process

and encourage companies to manage their water use and conserve whenever possible.

“Over the last five or six months, I have been approached by at least half a dozen different companies that are involved in recycling,”

added Commissioner David Porter. “As the technology's rapidly evolving, some of the things they're wanting to do in the recycling field

doesn't easily fall within the checkbox of our regulations. For one example, there have been some cases where some people want to do

not a permanent installation but a temporary one - a little bigger and a little longer than what's in the temporary rules. We need the kind

of flexible rules that keep up with emerging technology.”

RAILROAD COMMISSIONERS SEEK TO ENCOURAGE WATER RECYCLING

The wellhead price of natural gas could soon be on the rise, analysts for Deloitte

recently announced. Right now, prices hover around $3.39 per million British thermal

unit (BTU), presenting a great deal of uncertainty with market dynamics related to new

gas supplies and demand growth. Some fear the price of natural gas, should it remain

near current levels, will hamper future drilling projects that require large investments to

be economically viable. 

“Current depressed natural gas price levels would likely be insufficient to induce

natural gas producers to make the level of capital investments required to meet the

projected strong rise in demand,” reported Deloitte experts. “As production depletes the

‘sweet spots’ of gas deposits with the lowest production costs, prices ramp up to reflect

the higher cost of production in new fields.”

However, over time prices should rebound, reaching $8 to $10 per million BTU by

2022. Between 2011 and 2020, natural gas prices could rise by 50 percent, with

4 percent growth per year. This projection reflects increasing demand, rising cost of

locating and developing domestic gas sources and projected future costs of pipeline and

LNG imports. 

Different regions of the country could experience different price growth rates,

affecting pipeline flows and capacity values. The Eastern United States is expected to see

the biggest change, with increased production from the Marcellus Shale displacing

supplies from the Gulf and other sources.

As a result of higher prices over the next two decades, increased activity in shale

plays could boost production, resulting in shale gas becoming the largest component of

domestic gas supply. Experts predict increasing output bolsters production to almost

79 Bcfd in 2018, up from 66 Bcfd in 2011. 

NATURAL GAS PRICES TO REBOUND, ANALYSTS PREDICT
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With continued growth of hydraulic fracturing activity across the country, domestic demand for chemicals, products and services will

soar in the next three years, accounting for a 12.5 percent growth in demand annually through 2015, according to industry research firm

Freedonia Group. Demand for drilling equipment and consumables, as well as fluids and materials, are expected to also grow at an

equally fast pace.

U.S. demand for oilfield chemicals alone could increase more than 8 percent each year, the firm forecasts, reaching $13.6 billion in

2015. Already, the use of oilfield chemicals has grown faster than analysts originally projected. In 2009, the group forecasted demand

would grow 4.4 percent annually through 2013. However, thanks to the discovery of additional shale plays, demand has actually grown

by approximately 7.8 percent.

DEMAND FOR FRACING PRODUCTS AND SERVICES TO ESCALATE

The Texas mining and logging sector, including the oil and gas industry, experienced job growth of more than 20.5 percent over the

past year, due in large part to the boom of drilling in shale plays and use of hydraulic fracturing across the state. This upsurge is more

than double the national job growth rate, reports the Texas Workforce

Commission, which was just 10.4 percent for the sector. An estimated 4,500

jobs were created in the state's mining and logging industry during October

alone. Along with positive job growth for the energy sector, other industries

like the transportation and hospitality sector are reporting the need for

more workers. 

Overall, the Texas unemployment rate has been at or below the national rate

for 58 consecutive months, according to the State Comptroller. However,

unemployment rates continue to be lowest in those areas that are closest to

drilling activity. The Permian Basin maintains the lowest unemployment rate

in the entire state, with Midland holding an unemployment rate of only

4.5 percent in October, down from 4.9 percent in September. 

Meanwhile, operations near the Eagle Ford Shale have had a pronounced

effect on the unemployment rate for many South Texas towns. Altogether, the

region's jobless figure was down to 7.5 percent in October, compared to

8 percent in September. 

More jobs are to be filled this month too, as a career fair will be held

December 7 at the Richard M. Borchard Regional Fairgrounds in Robstown.

The event will provide more than 2,000 job offerings, with a variety of positions related to shale drilling - from commercial drivers and

heavy equipment operators to engineers, office workers, hotel workers, wait staff and small business owners, among others. The last

Eagle Ford Shale-themed jobs fair offered 1,000 job openings, with more than 2,000 people in attendance.

UNEMPLOYMENT RATES DOWN IN TEXAS, THANKS TO DRILLING OF OIL AND GAS

From Cotulla to Three Rivers, towns scattered across the Eagle Ford Shale are reporting significant surges in tax

revenue as drilling in the region continues to escalate. Since the drilling boom began in 2008, Three Rivers, a

community of 2,000, has seen sales tax revenue jump more than 395 percent to reach nearly $541,000. Cotulla has

experienced a similar increase in sales tax revenue, with more than 191 percent growth, while Gonzales has seen a boost

of 160 percent. Karnes County reported a 623 percent increase in sales tax, from $420,351 in 2008 up to $3,040,746

thus far in 2011.

Hotel revenue is also helping bring in increased funds for local governments in the region. Since 2008, Dilley reports

more than a 650 percent increase in hotel revenue, as large numbers of oilfield workers relocate to the area. Hotel

revenue has also grown over 300 percent in Cotulla, and 229 percent in Beeville.

Local officials have announced that much of the new-found money will be spent on area infrastructure, particularly rural roads that

have experienced increased traffic and are worn from heavy trucks. Roadwork maintenance and repairs remain top priority, they stress,

especially in the hard-hit Eagle Ford counties of De Witt, Gonzales and Lavaca. 

Drilling in the area shows no signs of slowing down either, as more and more companies look to take advantage of opportunities

available in the Eagle Ford. The number of drilling permits issued already has more than doubled compared to just one year ago, with

over 2,347 issued from January to October 2011.

SMALL TEXAS TOWNS NEAR EAGLE FORD SHALE REPORT DRAMATIC REVENUE INCREASES
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Next Tuesday, December 6,  at 10 a.m., the Natural Resources Committee will hold a Full Committee oversight hearing to examine

the strengths and weaknesses of the Endangered Species Act (ESA), including discussion of whether the law is costing jobs and

impeding economic recovery.

“It has been over two decades since the ESA was last reauthorized and it’s the responsibility of Congress to undertake a thoughtful

analysis of the law to see what improvements could be made to ensure that it works for both species and people,” said Natural Resources

Committee Chairman Doc Hastings. “The goal of the ESA is to conserve key domestic species, yet it’s being used by special interest

groups to file lawsuits and drain resources away from real recovery efforts. This hearing will specifically look at the impacts of ESA

litigation on jobs, our economy and species recovery.”

This action comes as an ever-growing number of species are being proposed as “endangered” or “threatened” under the ESA, many

of which that live in the heart of Shale plays. In Texas, over 111 species are currently waiting on a endangerment determination by the

U.S. Fish and Wildlife Service (USFWS). If listed as endangered, domestic production of oil and natural gas could be severely

hampered, stifling jobs and hurting the economy. 

Tuesday’s hearing will be broadcast online via live video stream at: http://naturalresources.house.gov/live.

NATURAL RESOURCES COMMITTEE TO EXAMINE ENDANGERED SPECIES ACT

After major banks in the United States and other countries announced new plans to make it easier for

banks to lend money worldwide, the price of oil finished trading above $100 a barrel for the first time in

weeks. The Federal Reserve, along with the European Central Bank, the Bank of England and the

central banks of Canada, Japan and Switzerland, will together coordinate efforts to enhance their

capacity to provide liquidity support to the global financial system. This comes in effort to keep the global

economy growing, at a time when the European credit crisis threatens economic recession. 

This latest push will increase the flow of dollars around the world, making it cheaper and

easier for banks to get other forms of currency. It will ease strains in financial markets, which could

have otherwise caused negative effects on credit to households and businesses. China has also taken

additional action to reduce the level of cash that banks are required to keep on hand in order to boost

lending and keep the economy strong.

The price jump for oil reveals many oil traders believe the global economy will rebound and demand

for oil will grow, with more money moving through the banking system. 

OIL ABOVE $100 AFTER CENTRAL BANK PLAN RELEASED

An investor group of Kohlberg Kravis Roberts & Co. L.P. (KKR), Natural Gas Partners (NGP), Crestview Partners and Japanese

trading company Itochu Corp. will acquire TIPRO Explorer member Samson Investment Co. for $7.2 billion. The company, originally

founded in 1971, has grown to become one of the largest private exploration and production companies in the United States, with

interests in over 10,000 wells. All Samson assets will be sold as part of the agreement, except for onshore Gulf Coast and offshore deep

water Gulf of Mexico assets, which will continue to be owned by the Schusterman family.

“We are very excited to support the continued growth of Samson,” said Henry Kravis, Co-founder and Co-CEO of KKR. “The

Schusterman family has built a remarkable company with an extraordinary culture. We feel very fortunate to have the opportunity to

carry on their commitment to employees, to communities and to the safe and profitable development of domestic energy resources.”

Upon completion of the deal, David Adams will be named CEO of Samson, and the company will be renamed Samson Resources.

The company’s headquarters will remain in Tulsa, Oklahoma, where it has developed a long history in the oil and gas industry.

The acquisition is expected to be finalized by the end of the year.

KKR AND INVESTORS TO BUY SAMSON INVESTMENT CO. FOR $7.2 BILLION

To enhance the benefits of TIPRO's publications, the association asks that you complete a brief survey about the Upstream Texas

magazine and our annual Membership Directory. Your feedback will help us understand your interests and concerns, and better serve

you. The short survey should take only 5 to 10 minutes to complete, and your responses will be kept confidential.

Please visit the following link to fill out the survey: https://www.surveymonkey.com/s/TIPRO. Thank you!

REMINDER: PARTICIPATE IN RECENT TIPRO SURVEY
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TEXAS SUPREME COURT RULES ON FRANCHISE TAX
The Texas Supreme Court has ruled that the Texas franchise tax, which is imposed on each taxable entity chartered and organized

in Texas or doing business in Texas, does not violate the Texas Constitution's "Bullock Amendment," which requires prior voter approval

of "a tax on the net incomes of natural persons." Justice Johnson explained that the franchise tax is a tax on business entities, not on

natural persons, and consequently the public referendum mandated by the "Bullock Amendment" does not apply. 

Last year, the oil and gas industry paid $332 million in state franchise taxes, according to the Texas Comptroller’s office.

U.S. BECOMES NET EXPORTER OF FUEL FOR FIRST TIME IN 62 YEARS
With the United States exporting increased amounts of gasoline, diesel and other oil-based fuels, the nation is set to become a net

exporter of petroleum products for the first time since 1949, after World War II. Although the country used to be a net exporter of

petroleum products prior to the war, starting in 1950 the U.S. became a net importer and hasn’t slowed

imports of foreign oil supplies until now. 

Recent data released by the U.S. Energy Information Administration reported the United States sent

abroad 753.4 million barrels of fuel in the first nine months of 2011, while it imported 689.4 million

barrels. The trend was highest in the third quarter of this year, with September data showing net exports

of 919,000 barrels per day. Gasoline and low-sulfur diesel continue to be the most desired fuel products.

Major consumers of U.S. exports include Mexico and Brazil, in addition to the Netherlands and

Singapore. With the expansion of economies in other developing nations across the world, there is great

potential for additional growth in the amount of exports in the years to come. 

Rising production from North American shale plays like the Eagle Ford and Bakken are helping to boost

domestic oil supplies and allowing new opportunities to export higher levels of fuel than in past

years. Case in point, North Dakota's oil production of 424,000 barrels per day in July 2011 was up 86 percent over the same period just

two years ago.

For sponsorship opportunities, please contact Rich Varela at (512) 477-4452 or by email at rich@tipro.org.
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