
During their bi-monthly hearing held Tuesday, March 22, Railroad Commissioners reached a final

decision in the case against Range Resources, finding the company not guilty for contamination of

domestic water wells in Parker County. Each Railroad Commissioner, however, took the opportunity to

speak out on the ongoing dispute between Texas officials and the Environmental Protection Agency

(EPA). When it comes to regulating the state's energy resources, the Commission should continue to

oversee operations, they argued. "Texas is the number one energy producing state because we have a

clear regulatory climate. I reject any notion that suggests this Commission should not manage Texans and our own energy resources,"

said Commissioner Jones. She went on to declare, "The EPA acted hasty. Because we stayed the course and looked at all the facts and

science, we were able to properly determine the source of contamination, which is the real issue at

hand. In this case, it was the EPA's haste that was the real endangerment."

Commissioner Porter agreed with the sentiment, adding "this case shows the RRC is very

concerned about the environment, and we're determined to protect it. But we are also determined to

look at hard science evidence and facts, and don't want to destroy our economy for no good reason."

Commissioner Williams expressly thanked staff at the RRC, in addition to Range Resources for

aggressively defending their operations. "The public could have a very different view of drilling in

the Barnett Shale if the EPA picked on somebody who didn't fight back."

Representative Jim Keffer, Chair of the House Energy Resources Committee, was also in

attendance at the hearing, and spoke out on the ruling made by the RRC. He acknowledged the

decision could not be made at a better time, as other officials also are voicing concerns over the EPA. "This case points out the cavalier

and reckless attitude the EPA has fashioned towards Texas and this Commission. They did all this not on facts, just hype."  

Meanwhile, the EPA maintains their position. They continue to cite Range Resources as the cause of gas contamination for the two

wells, in spite of the evidence presented at hearings at the RRC. In a statement released Tuesday, the EPA said, "The decision by the RRC

is not supported by EPA's independent, scientific investigation, which concluded that Range Resources Corporation and Range

Production Company have contributed to the contamination of homeowners' drinking water wells in Parker County, Texas. The United

States has filed a case in federal district court to enforce EPA's emergency order under the Safe Drinking Water Act." The EPA has since

referred all questions regarding the case to the U.S. Justice Department.

All this comes days after Texas Congressmen announced they will continue to fight the EPA's attempts to overtake state regulation.

U.S. Representatives Joe Barton and John Carter spoke out on the matter earlier this week, blaming the federal agency for trying to

overreach its authority. Saying the EPA is too tough on Texas, they vowed to introduce legislation that would limit the EPA from

enforcing stricter pollution rules on the industry.
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TEXAS OFFICIALS SPEAK OUT AGAINST THE EPA

WATCH FOR THE NEXT EDITION OF UPSTREAM TEXAS
The Spring/Summer edition of TIPRO's magazine Upstream Texas will soon be available. In this latest issue,

learn how oil and gas producers are finding ways to shine as environmental stewards. From water recycling to

monitoring operations with the same equipment used by the Environmental Protection Agency (EPA),

companies understand the need to protect and preserve as much of the surrounding environment as possible.

Also discover how operations in the industry have evolved since the first gush of oil at Spindletop. Detailing

the history of the industry, realize how technological advances have allowed industry operations to progress

over the last 100 years.

Within the magazine, also find profiles of Representative Jim Keffer, Chairman of the House Committee

on Energy Resources, Mike Smith of the Interstate Oil and Gas Compact Commission, and Mike Linn and

Mark Ellis of LINN Energy.

Look for your copy of the magazine to arrive in early April!

O
“This case points out the

cavalier and reckless
attitude the EPA has

fashioned towards Texas
and this Commission.”

-Rep. Jim Keffer

COMMISSIONERS MAINTAIN RRC SHOULD MANAGE STATE ENERGY RESOURCES
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Calendar of Events

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.

APRIL 6, 2011

HOUSTON � IPAA/TIPRO

(Wednesday)

Leaders in Industry      

Luncheon, 11:30 a.m.

Houston Petroleum Club 

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

HOUSTON � IPAA/TIPRO

(Wednesday)

Leaders in Industry      

Luncheon, 11:30 a.m.

Houston Petroleum Club 

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

TIPRO members -

Earlier this week, our state regulators at the Railroad Commission made a final order in the controversial

case between Range Resources and the Environmental Protection Agency (EPA). As was suspected to be the

case, Range Resources production was found not to be the cause of contamination at two wells located in

Parker County. Scientific analysis and testing revealed a much shallower Strawn formation was the actual

source of natural gas in the domestic water wells. Evidence showed that the natural gas tested in the water

wells did not match the gas that was being produced by Range from the much deeper Barnett Shale field. At

previous hearings held at the RRC throughout the past couple of months, Range Resources was also able to

prove their gas wells were mechanically sound without any leaks. Moreover, the company also effectively

demonstrated hydraulic fracturing was not the cause of any gas contamination, as was originally feared when

the complaints were first filed. Hydraulic fracturing continues to be a safe operation that allows for

successful production of resources across our state and nation. In this instance, it is presumed the EPA looked

at the wrong perimeters when making gas fingerprint analysis last fall and came to false conclusions on possible endangerment at the

domestic water wells.

A matter of huge significance, monitored by a national audience, this finding helps add historic precedent in how similar cases will

be handled in the future. 

Perhaps most important, this case demonstrates the need for state regulation as opposed to federal intervention. Each state has unique

geology formations. Rather than allowing federal officials to rush in and make rushed judgments, we need to have elected state officials,

who understand the lay of the land, managing our drilling operations in Texas. The EPA too often gets caught up in hype and orders from

Washington D.C., rather than examining facts, technical analysis and science. Meanwhile, Texas has been in the energy business for a

long period of time, and has learned how to do it right. It is a large piece of our state history, and part of who we are. It keeps Texans

employed and contributes heavily to our state economy. Our state agencies have grown over time and modified rules, where

appropriate, to ensure that when it comes to drilling operations, the environment and citizens of Texas continue to be top priority.

However, as supported by Commissioner Porter, we must keep looking at hard scientific evidence and facts before we take any action

that could negatively impact our economy. To do otherwise is what could cause real endangerment, with catastrophic results on

businesses and our economy. Not only would the well owners not know the proper source of contamination, the public might have an

incorrect view on drilling in the Barnett Shale and hydraulic fracturing in general. It is of extreme importance the public properly

understand industry operations, including the procedures taken to safely extract resources from deep within the Earth. 

Now is the time for the EPA to accept the evidence presented and realize that Range Resources is in fact not guilty of the accusations

originally made. Additional intervention is not necessary, as our state is fully capable of overseeing oil and gas production. The federal

agency should take this opportunity to step aside and allow Texas officials to continue what they have been doing for the past 120 years

- regulating our state's energy industry.

CHAIRMAN’S MESSAGE

Stephen N. Castle

Sincerely, 

RRC SUNSET BILL APPROVED BY SENATE COMMITTEE
Wednesday afternoon the Senate Government Organization Committee met and passed Senate Bill 655, which aims to overhaul the

Railroad Commission. Following recommendations previously made by the Sunset Advisory Commission, the bill would rename the

agency as the Texas Oil and Gas Commission, in addition to reducing leadership from three elected commissioners to one. A provision

was added to the bill that would allow Commissioner David Porter to hold his position for the rest of the year or until a new

commissioner is appointed. 
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Proposed on the last day to file bills for the 82nd legislative session, on Friday, March 11, state Representative Jim Keffer introduced

his latest bill to track components of frac fluids. Based on the Arkansas model for monitoring hydraulic fracturing, this legislation would

require companies to disclose a list of additives and chemicals used when fracing a well, specified by type and the actual rate or

concentration of each. Companies would also have to share the maximum pump pressure measured at the surface and the type and

volume of base fluid used in each stage of the HF treatment. The required information would be made public, posted to a publicly

accessible internet website by the Railroad Commission. The bill strives to provide reasonable trade secret protection for companies,

allowing for confidential business information to still be shielded. The RRC will continue to protect and hold confidential the identity of

the chemical constituent and its associated CAS number. If passed, the legislation would take effect Sept. 1, 2011.

Rep. Myra Crownover (R-Lake Dallas), Rep. Lon Burnam (D-Fort Worth), Rep. Tan Parker (R-Flower Mound) and Rep. Mark Strama

(D-Austin) also signed as co-authors of the bill. 

REP. KEFFER FILES BILL ON FRAC FLUIDS

On Wednesday, March 23, members of the House Appropriations Committee voted 18 to 7 in favor of H.B. 1, which proposes the

state's next biennium budget. As suspected, education and health and human services seem to have the largest reductions, as they account

for some of the biggest cost items to the state. The Foundation School Program is underfunded by nearly $8 billion, while the Medicaid

program is underfunded by $6 billion. Dramatic cuts are also likely for state agencies, including those responsible for regulating the oil

and gas industry. Jim Pitts, the bill's author and appropriations chairman, firmly supported the passage of his bill, explaining

lawmakers made cuts that were necessary for balancing the budget without raising taxes. "H.B. 1 contains a lot of cuts. There's going to

be a lot of state employees this will not fund," he warned.

Overall, the budget appropriates $164.5 billion in all funds, with $77.6 billion in general revenue.

Next the bill will go to the House floor before it is approved by the Senate.

HOUSE APPROPRIATIONS COMMITTEE PASSES BUDGET BILL
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As participants in the oil and gas industry, whether they be Upstream, Midstream, Downstream or even in Oil Field Services,

looking for strategies to make their dollars go further, many are turning to 1031 like-kind exchanges facilitated by Qualified

Intermediaries (QIs). Sales and purchases of leases, wells and equipment are common in the energy sector, and tend to generate

substantial tax bills. However, IRC Section 1031 gives you the power, through the use of a like-kind exchange, to put a significant

portion of the funds to better use, which would otherwise be used to pay those tax bills.

With guidance from the section of the tax code that authorizes its use, the 1031 exchange regulations provide a "safe harbor" roadmap

allowing capital intensive assets to be "exchanged" while taxes are deferred. Missing from that roadmap, however, are any guidelines

or regulations for QI's to abide by. Consequently, exchangers must be given a best practices approach to selecting their QI.

In the current economic environment, Oil & Gas business managers should consider these factors when selecting their QI. If the QI

does not measure up, find one that does!

1031s are an established strategy for maximizing capital reinvestment. Having these best practices in place can help you select a QI

that is part of a bulletproofed 1031 exchange process. Taking a few straightforward steps can deliver a secure, transparent and

compliant 1031 exchange providing increased tax savings and more efficient use of capital.

OIL & GAS INDUSTRY: USING 1031S WISELY - A CHECKLIST FOR SECURE TRANSACTIONS

-Oil and gas industry experience. Does the QI understand the unique issues faced by Oil & Gas industry professionals when

processing complex, multi asset transactions?  Maximizing the power of your exchange means working with a Qualified

Intermediary who has the requisite experience to navigate the intricacies of 1031 exchanges in an oil and gas landscape.

-Look closely at your QI. Prior to entering any transaction, ask your QI if they undergo an annual financial audit - this will

demonstrate basic financial stability and sound accounting practices.  

-Demand transparency! Insist on 24/7 visibility of your funds while on deposit, and require accounting of all deposits at your

request.  

-Require funds liquidity. QIs should only use bank depository instruments that provide 100 percent daily liquidity.   

-Understand how your money is held. All deposits must be held in properly structured accounts at financially secure banks.

Your funds must be segregated from the QI's operating accounts, as well as the funds of other exchangers, otherwise your funds

could be exposed to risk of loss. For superior protection, demand that all funds be held in an escrow or trust.

-Read your exchange agreement. If the QI claims to have exclusive dominion and control over your exchange funds, your

bankruptcy protection may be seriously compromised. Find a QI with documents that protect your funds.  

-Push for an Independent QI. Look for QIs that are unaffiliated with the depository institution holding your exchange funds.

Separation of duties helps provide bankruptcy protection for exchange funds.  

BY REID THOMAS, EVP SALES AND MARKETING, NES FINANCIAL

SAVE THE DATE!!!

PBLA/TIPRO West Texas Mixer

The Racquet Club of Midland

Midland, Texas

April 26, 2011

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 and connect with others in the oil and gas

industry.

To R.S.V.P. 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!

Special thanks to 
event sponsors:

Mrs. Rosalind Redfern
Grover

Mr. Bill Wallace

Mr. Peter Courtney
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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.  

Special thanks to event sponsors:

Agenda:

2:00 p.m. - Museum opens to TIPRO members 

3:30 p.m. - Conference presentations begin

5:30 p.m. - Reception at Meadowbrook Country Club



With more than 2,100 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
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