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THE LATEST ON SUNSET REVIEW OF THE RRC

A couple weeks after the Senate passed its version of S.B. 655, related to the continuation, functions
and name of the Railroad Commission, representatives in the House have since considered possible
changes to the state agency. The House Energy Resources Committee met last week to discuss different
components of the bill and listen to testimony. The Committee voted favorably for the bill, with
several changes from the Senate version. The House chose to keep three elected commissioners, each who
serve staggered six-year terms, as opposed to one elected for four years. On the issue, House Energy Resources Chairman Keffer said,
“The oil and gas industry is very important to the well being and economy of Texas. To have one person in charge of that whole aspect,
to have an energy czar, even though it’s elected, is a very concerning thing.” These commissions would be required to resign in order to
run for another office and be limited in fundraising efforts while in office. The House version also would keep contested enforcement
and rate setting hearings at the Railroad Commission, while the Senate version moves such hearings to the State Office of Administrative
Hearings. Both versions would provide that the Commission be self-funded by imposing surcharges on the industry.
The House version of the bill has been placed on the Major State Calendar for April 28, wherein representatives will have the
opportunity to vote on passage of the legislation.
Upon final vote on the House floor, the two varying pieces of legislation will have to be resolved in a conference committee with
members of both houses negotiating the differences.

HOUSE PASSES TCEQ SUNSET BILL
On Tuesday, April 19, H.B. 2694 was up for discussion, proposing continuation of the
Texas Commission on Environmental Quality (TCEQ). Along with the Railroad
Commission, the TCEQ has been under Sunset review this legislative session, giving
lawmakers the opportunity to evaluate the functions of the agency and determine whether
or not to continue operations. Several amendments were added to the original bill,
however, during Tuesday's meeting. Among those, in hearings regarding controversial
permits, the burden of proof was shifted from the companies applying for a permit to the
party contesting it. Another amendment cut fees imposed on the delivery of petroleum
products. The TCEQ was also granted the ability to increase daily fines to $25,000 per day
per pollution violation, up from the current $10,000 maximum fee.
Next the Senate must discuss and vote on the bill. However, state Sen. Glenn Hegar,
chairman of Sunset Advisory Commission, said "The TCEQ sunset bill has a really good
chance of passing."

FOLLOW TIPRO ON FACEBOOK AND TWITTER!
Don’t forget to find us 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 timely 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.
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CHAIRMAN’S MESSAGE
TIPRO membersWith only 39 days left in the regular legislative session, the clock is ticking as each day new bills are up for
vote. There have been a total of 6,086 bills, joint resolutions, and concurrent resolutions filed this session,
although many are likely not to leave committee. Altogether, TIPRO is actively tracking over 230 bills that could
directly or indirectly impact the upstream oil and gas industry.
Of the many bills currently up for discussion, one would require disclosure of the composition of fluids used
in hydraulic fracturing. H.B. 3328, authored by Rep. Keffer, Rep. Crownover, Rep. Burnam, Rep. Parker and
Rep Strama, was first filed on March 11 and has been under consideration by the House Energy Resources
Committee since that date. Testimony has already been taken in committee, as legislators sought better
understanding of the proposed system to require frac fluid disclosure. Discussions on the bill continue, and other
versions of the legislation are being offered, which vary in manners in which disclosure should take place.
TIPRO staff will continue to closely monitor development of this bill, as there is likely to be significant
Stephen N. Castle
movement in the coming days and weeks. Perhaps most important, other states have been carefully tracking
development of this piece of legislation as they also look to implement similar rules. In this case, Texas could set the precedent for the rest
of the nation.
All this comes as just last week the Ground Water Protection Council (GWPC) and the Interstate Oil and Gas Compact Commission
(IOGCC) launched a national registry database for frac fluid disclosure. This provides companies with the opportunity to disclose
chemical additives used in the hydraulic fracturing process, on a well-by-well basis. The website database will showcase information about
oil and gas wells drilled on or after January 1, 2011, including well locations, construction details, the amount of water used, chemicals
used in the fracturing fluid, trade names of those chemicals and their chemical abstract number. Even though water and sand generally
comprise nearly 98 percent of hydraulic fracturing fluid volume, the public can now learn about other chemical components used to
enhance the process and know more about energy development. A number of TIPRO member-companies have elected to participate in the
new registry system. Additionally, this website also serves as an excellent resource to clarify many of the factors commonly
misrepresented on hydraulic fracturing. It will help the public better appreciate a practice that has been going on for more than 60 years
and has allowed for increased domestic energy production. For those who have not yet had the chance to see the website, I invite you to
go online and check it out by visiting www.fracfocus.org.
Another bill up for vote in the legislature is S.B. 655, related to the sunset review of the Railroad Commission. As this agency regulates
our industry, this piece of legislation could have a dramatic impact on how we operate in the future. Under review for quite some time,
there is finally movement with the bill as legislators decide on how to structure the commission. As conference committees work to resolve
the differing versions of the legislation between the House and Senate, we will have to pay close attention to final details agreed upon for
future of the agency.
On a separate note, my thoughts and prayers go out to all those recently affected by the wildfires that are raging across Texas. This is
a tragic situation, which might impact many members of TIPRO. I hope everybody continues to remain safe.
Happy Easter to you and your families!

Sincerely,

Calendar of Events
MAY 10, 2011
APRIL 26, 2011
East Texas TIPRO
MIDLAND
PBLA/TIPRO KILGORE
Technical Symposium and
W est Texas Mixer, 5:30 p.m.
Business Reception, 3 p.m.
The Racquet Club of Midland
For info, call: (512) 477-4452. 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.

JUNE 8, 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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STATE BUDGET CONTINUES TO PUZZLE LAWMAKERS
Tension remains high at the capitol as representatives and senators continue to search for new ways to fund the state budget for the next
biennium, with a deficit currently projected of up to $27 billion. While the House has already passed its version in H.B. 1, representatives
persist with efforts to look for new sources of revenue. Members of the Appropriations committee continue to seek ways to fund programs
across the state, including examining current tax credit programs (see story on page 3 of this newsletter).
Meanwhile, the Senate Finance Committee was hard at work this week evaluating separate proposals as to how to raise more money for
the budget. There has been plenty of controversy surrounding ways to account for lost funds and cut spending. As members explore
various possibilities, some support spending additional money from the Rainy Day Fund. Sen. Ogden, chair of the Finance Committee,
explained there might not be another way to balance the budget, without pulling more money from the fund.
On Thursday, the Committee voted 11-4 to approve H.B. 1 and send it to the Senate floor following the Easter break. Overall, it accounts
for a $176.5 billion budget for 2012-2013, approximately 5.9 percent smaller than the current state budget. However, unlike the version
previously passed by the House, this spends roughly $12 billion more. This version also allows using $3.1 billion from the Rainy Day
Fund to help pay for state programs, particularly with public education, nursing homes and Medicaid. In reference to the bill, Sen. Hinojosa
commented, "The pain is bearable, as opposed to H.B. 1, where the pain is unbearable."
Story continued on page 4

MARK YOUR CALENDARSPBLA/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

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.

Pecos Bend Royalties, LP
Boyd & McWilliams Energy
Group, Inc.

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, also visit
http://tipro.org/WestTexasMixer.aspx.

We look forward to seeing you next Tuesday!
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LEGISLATORS FURTHER EXAMINE THE HIGH-COST GAS TAX INCENTIVE
As state officials continue to seek new ways to generate revenue for Texas, some are looking to gain better understanding on the need
for certain tax exemptions, including the high-cost gas tax investment credit. Last Thursday, April 14, the House Committee on
Appropriations gathered to listen to staff members of the Legislative Budget Board (LBB) and industry representatives speak out on the
program and how it functions.
Billy Hamilton and James Le Bas joined TIPRO members Craig Clayton and John Rex
Jones to defend the incentive and present on the devastating impacts that would occur if
the high-cost gas credit was ever removed. "Discontinuation of the program would be the
wrong policy to the state for both short and long-term," said Hamilton. "The impact of
eliminating the program would build over time because past reserves would be drawn
down and investment would be diverted out of state. Early on in 2012 after shut-down of
the program there would be a loss of 35,000 direct and indirect jobs, $3.8 billion in
economic output and direct loss from the industry of $1.5 billion. Overtime, that would
build to 94,000 jobs lost, $10 billion a year in economic output gone and up to
$5.5 billion in a period from 2012-2035 as the reserves built from the past decades are
drawn down."
The panel also stressed to lawmakers how companies would likely reevaluate bringing
their business to Texas if they did not have the tax investment credit to rely on. "Oil and gas drillers have traditionally put
105-110 percent of their income back into drilling wells," Jones testified. "With a 4:1 economic impact that drilling wells has on our state,
you can see that this is a very efficient program. In fact I would say that there is no other program in our state that is as efficient in
bringing money, overall to Texas, than this incentive program. If you take this abatement from the industry, we slip to No. 6, which is like
being in last place." He went on to emphasize the amount of money reinvested in Texas from the industry through severance taxes,
property taxes, sales taxes and jobs.
State Rep. Mike Villarreal concluded with a proposal to restructure the high-cost gas tax credit in efforts to make it "more efficient."
Among the items suggested includes: introducing a price trigger to lower cap on cost recovery as prices rise, redefining "high-cost" to
exclude wells with below median costs, providing the Comptroller with ability and resources to audit, or adjusting the formula.

BILL WOULD CHANGE MINERAL APPRAISAL
H.B. 889, authored by Rep. Lewis was approved by members of the
Ways & Means House Committee on Monday, changing the
methodology for appraisal of oil and gas reserves on producing
properties. The bill, first filed on January 26, would remove the
Comptroller's projections from the appraisal calculation and make the
starting price for an appraisal the average price received on the
property for the most recent year. The price would then be adjusted by a
factor that accounts for the change of imported light crude prices or Henry
Hub spot prices from the previous to the current year. The companion bill
S.B.1505 by Sen. Uresti is making its way through the Senate.
As many counties and municipalities rely on ad valorem taxes to
support their operations, they are continuously looking for new ways to
increase revenues to fund their budgets.. Both counties and industry
worked together to try to develop a better process than what is
currently in place. The hope is this legislation will do just that.
If passed, the act would take effect start of next year, on January 1, 2012.

STATE BUDGET CONT. FROM PAGE 3
More specifically, this version of the bill provides $4.3 billion more for
public schools, with more money available for textbooks and smaller cuts
to teacher retirement and health plans. It makes smaller cuts in Medicaid
reimbursement rates, provides $200 million more for mental health
services, and restores proposed cuts to foster care programs. The TEXAS
Grants program would also receive $200 million to support student
education. The Department of Public Safety would receive nearly
$249 million more, and prison systems would get $358 million.
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THE OIL AND GAS JOB MULTIPLIER
GUEST COLUMN BY MARK GOLOBY, PRESIDENT OF TC TECHNOLOGIES
No economic development plan is ever complete without an economic impact study. This serves as a statistical presentation outlining
the benefits of a stadium or an event to the local economy. No group has been more aggressive or effective in generating these models
than the public stadium and arena development industry. There hasn't been a bond election or a plan submitted that did not have hundreds
if not thousands of jobs that would be generated if approved by the voters. What if we apply this same economic modeling to a typical
gas well?
An average gas well will produce both gas and a certain amount of oil or condensate. Most wells require a chemical treatment
program, used to address problems from scaling and paraffin build up to H2S treatments. It is quite normal to have some type of field
compression for enhanced or better rates of recovery from the reservoir. Naturally everyone is interested in measuring the amount of gas
and associated oil or condensate produced as to calculate the revenue from the well's production.
From these various functions and components, it is contended that a typical well contributes to the livelihoods of 115 people. To
substantiate this finding, let us focus just on the chemical injection function and the claim that it supports 35 ancillary jobs. First there is
the actual deliveryman, dispatched to deliver the chemical to the well for hook up and application. Then there is a salesman, responsible
for calling on the producer to ascertain requirements. A chemist will receive the sample from a well's production, creating the actual
production of chemicals. With the help of an assorted group of laborers, chemists and quality control inspectors, this process alone can
help create five to 10 jobs. There are also feedstocks and raw materials needed to formulate the chemical to be delivered, which can
generate another five to seven jobs in the raw material supply line. Transportation of the chemical from the plant to the field office to the
deliveryman to the well site requires the efforts of an additional six jobs. Getting the chemical to the well requires a vehicle that can carry
a rather heavy load off-road. These vehicles are driven fairly hard, requiring regular maintenance and repair, keeping a mechanic and his
team of three busy. Along the way, the transportation requires fuel for all the various vehicles involved, generating three to five jobs to
ensure access to fuel along the wide array of routes. Then to close the transaction are all the various accounting, marketing, insurances,
technical writers for the manuals and proper application of the chemical and other reporting personnel - adding another 10 to 15 skilled
and semi-skilled jobs.
So, does every well support 115+ jobs? No. Obviously, this
same driver will leave this well and deliver a batch of
chemical or check on the usage rate at another well. But each
well has a variety of needs that require hardware, products and
services from the efforts of many, many people and
professions. All these companies and individuals in fulfilling
these needs look for ways to deliver their products and
services more efficiently. All are looking for ways to lower
their costs, raise their margins and gain a competitive edge that
gets passed to their customer, who is then able to financially
drill another well. It is important that the model used here then
projects that each of these 115 jobs directly associated with the
economic job engine of a producing well, supports the
livelihood of 3 more people as these paychecks are brought
home and become consumer dollars for necessities and
desires.
There are also considerable economic benefits in the form
of excise taxes into the coffers of state and local governments
nor the royalty payments to the mineral owners. While these
contribute some in the way of jobs to perform the necessary
accounting to calculate these payments, the money's generated
here are economic contributors without direct jobs at the wellsite. This article is focused on the ongoing well's production
and did not touch on the jobs and revenue stream required to
locate and drill a well.
Economic models established to justify other community
activity are excellent tools for the oil and gas industry to
utilize in demonstrating the economic stimulus our endeavors
create. At a time when every job has value, we can never lose
focus on the high value jobs that the oil and gas industry
supply to our nation.
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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.)

Company:

Name:

City/State/Zip:

Billing Address:
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

