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RRC SUNSET BILL DIES

Following much debate, S.B. 655, the bill which proposed
changes for the Railroad Commission (RRC), failed to get enough
support from legislators to pass this session. After two different
versions of the bill were previously approved by the Texas House
and Senate, the bill was sent to conference committee to reconcile
differences. However, lawmakers were unable to compromise on
issues key to the future of the agency. "We couldn't come to an agreement with the Senate,” said
House Energy Resources Committee Chairman Jim Keffer. “It failed to pass.”
With that, the RRC will continue to operate in present form for the next two years. Sunset
review of the agency will come up again for consideration during the next legislation
session in 2013.

HYDRAULIC FRACTURING FLUID DISCLOSURE BILL PASSES, SENT TO THE GOVERNOR
It came down to the last day of regular session for legislators to take up H.B. 3328, which will require disclosure of chemicals used
during hydraulic fracturing. The landmark legislation was approved by legislators, making Texas one of the first in the country to require
in statute frac fluid disclosure by companies.
After the bill is signed by Gov. Perry and becomes law, it will be up to the RRC to draft rules for implementation of the legislation.
The agency will have until July 2012 to ensure that final rules are in place for disclosure of those chemicals deemed dangerous to drilling
rig workers, and rules for all other chemical disclosure must be in place by July 2013. Commissioners are hopeful to have all disclosures
in place by July 2012 though, maintaining they will work quickly to fully complete the rulemaking process.

DUNES SAGEBRUSH LIZARD ISSUE GAINS NATIONAL ATTENTION
On Tuesday night, May 31, ABC News Nightline ran a special segment detailing what has
become one of the biggest threats to the oil business in Texas - the Dunes Sagebrush Lizard. Not
even three inches long, this small reptile could halt production in the Permian Basin, should it
be listed as endangered by the U.S. Fish and Wildlife Service. If that happens, rigs could be
shutdown and many jobs lost. All happening in the heart of Texas’ oil country, the impact of such
action would be significant.
Not only is the national media taking note of this dire situation, federal congressmen are also
stepping up to take action. Last month, four congressmen from the affected area spoke out on
the issue, urging their House colleagues to prevent the listing. Meanwhile on the state level, West
Texas Reps. Warren Chisum (R-Pampa), Tom Craddick (R-Midland), Tryon Lewis (R-Odessa), Pete Gallego (D-Alpine) and Charles
Perry (R-Lubbock) authored a resolution urging the U.S. Fish and Wildlife Service to withdraw the proposed listing of the lizard. The
resolution, which passed in the House during the final days of the 82nd legislative session, directs state agencies to cooperate with efforts
of the Texas Endangered Species Task Force at the Comptroller’s office as they investigate the scientific basis for the proposed listing, in
addition to the impact on private property owners and state economic development.
Texas Land Commissioner Jerry Patterson is also doing his part to increase awareness and help others understand what could come if
the lizard is officially listed as endangered. “Apart from stifling jobs and reducing domestic energy production, hamstringing the West
Texas oil and gas industry will have another serious unintended consequence: It could cost Texas public schools and universities billions
in lost royalties on oil and gas produced in West Texas,” said Commissioner Patterson.
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PRESIDENT’S MESSAGE
TIPRO MembersWith the regular legislative session now over, we can take a step back and begin to evaluate all that happened
the past few months. With so many issues up for debate at the capitol that could have an impact on the oil and
gas industry, this was one of the busiest sessions yet for TIPRO. However, along with the help of many
member companies and fellow TIPRO members, we managed some big victories this session for independent
producers and royalty owners. To read additional coverage of what bills passed during the 82nd legislative
session and those that did not, check out pages 3-6 of this newsletter. This abbreviated list contains a summary
of those bills that are of particular interest to TIPRO members. You will be receiving a more detailed summary
after veto period ends.
And while regular session wrapped up last Monday, our legislators are still busy as ever at the capitol.
Gov. Rick Perry has called a special session so that lawmakers may have the opportunity to address education,
redrawing boundaries of Texas' 36 congressional districts and health care issues, all of which were previously
Justin Furnace
left pending during the regular session. With some of the most divisive issues still up for debate, state
representatives and senators now have only 30 days to resolve such matters. Along with other state leaders, Gov. Perry is urging
lawmakers to work quickly to complete important work for Texas.
We will continue to closely monitor developments at the capitol during the special session, paying special interest to legislation that
could affect producers and royalty owners. Through it all, we remain committed to advocating on your behalf, working to preserve the
ability to explore and produce oil and natural gas.

Sincerely,

TIPRO SEEKING A NEW CONFERENCE TABLE!
TIPRO recently finished renovating its conference room, providing more space to accommodate visitors and allowing more meetings
to be held at the TIPRO offices in the future. As our previous conference table only sits eight, we are seeking a larger conference table to
be donated from TIPRO members. If you might be able to help, please call our office at (512) 477-4452.

GET THE LATEST TIPRO NEWS 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, as well as view event photos. To visit the fan page, go to: http://www.facebook.com/pages/TexasIndependent-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.

Calendar of Events
JUNE 8, 2011
H O U S TON
IPAA/TIPRO
Leaders in Industry
Luncheon, 11:30 a.m.
Houston Petroleum Club.
For info, call: (512) 477-4452.

JULY 8, 2011
LONGVIEW
East Texas
Oilfield Expo, Maude Cobb
Convention Center.
For info, call: (866) 918-5550.

JULY 13, 2011
H O U S TON
IPAA/TIPRO
Leaders in Industry
Luncheon, 11:30 a.m.
Houston Petroleum Club.
For info, call: (512) 477-4452.

AUGUST 4-7, 2011
SAN AN TONIO
TIPRO
Summer Conference and
Golf Tournament,
Hyatt Hill Country Resort.
For info, call: (512) 477-4452.
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8 2 nd L e g i s l a t i v e S e s s i o n
Bills that passed

YES

HB 444 - Requires the Texas Commission on Environmental Quality (TCEQ) to notify a groundwater
conservation district when the agency receives an application for industrial and municipal injection wells to be
located in the territory of the district.
HB 2694 - Sunset bill for the TCEQ, which will allow the agency to continue for another 12 years. It transfers
"water board letter" responsibility, and surface casing requirements and oversight from TCEQ to the Railroad
Commission (RRC).
HB 3134 - Provides a remedy for the possibility for non-renewal of an operator's P-5 as a result of HB 2259
from the 81st Session. It will give operators additional time to achieve compliance, while still providing for the
revocation of a P-5 for non-compliant operators that may not able to comply following their extension.
HB 3328 - Mandates full disclosure, on a well-by-well basis, of chemicals used in hydraulic fracturing
treatments in Texas.
SB 18 - Details a wide range of eminent domain procedures and changes. To view the full bill text and
related documents, visit: http://www.capitol.state.tx.us/BillLookup/Text.aspx?LegSess=82R&Bill=SB18.
SB 20 - Uses money from the Texas Emissions Reduction Plan fund to provide incentives designed to
increase natural gas vehicle use and natural gas fueling stations.
SB 332 - Provides that a landowner, or landowner's lessee or assign, has a vested interest in and right to
produce groundwater, and that other provisions of the Water Code may not be construed as granting
authority to deprive a landowner of the ownership interest or right to produce groundwater.
SB 385 - Similar to SB 20, however the incentives apply to other fuels in addition to natural gas.
SB 527 - Uses money from the Texas Emissions Reduction Plan fund to pay for air quality monitors in the
Barnett Shale.
SB 652 - The Sunset "safety net" bill, which will allow the RRC to continue operations for two more years.
SB 1134 - Prohibits the TCEQ from adopting or amending a permit-by-rule or standard permit unless they
analyze the impact of the rule, have credible monitoring data showing the rule's necessity, base the rule on
models rooted in actual monitoring data, and consider whether the rule is more suited to a regional
application rather than statewide.
SB 1505 - Changes the manner by which mineral appraisals are performed. To view full bill text, as well as
related documents, visit: http://www.capitol.state.tx.us/BillLookup/Text.aspx?LegSess=82R&Bill=SB1505.
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8 2 nd L e g i s l a t i v e S e s s i o n
Bills that did not pass

NO

HB 125 - Would require the TCEQ to conduct several analyses regarding the potential impacts of a proposed
rule, including effects on small businesses, cost to state agencies, cost to local governments, cost to the
public and cost to affected regulated entities.
HB 849 - Would require a permit applicant looking to dispose of oil and gas waste in a commercial disposal
well to give notice of application to all adjoining surface tract owners, commissioners court of the county, and
the groundwater conservation district where the well will be located.
HB 1968 - Would provide general overhaul of pipeline statutes. This would move statutory language
dealing with regulation of pipelines (gathering lines not included) to its own chapter of code to separate it from
the chapter dealing with LDCs.
HB 2001 - Would repeal the high-cost natural gas tax incentive.

© 2011 Hyatt Corporation

SAVE THE DATE!!!
August 4-6, 2011
Summer Conference and Golf Tournament
Hyatt Hill Country Resort
San Antonio, Texas
9800 Hyatt Resort Drive, San Antonio, TX 78251, Phone: (210) 647-1234, www.hyattregencyhillcountry.com
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8 2 nd L e g i s l a t i v e S e s s i o n
Bills that did not pass

NO

HB 2087 - Would allow the RRC to allocate production along a horizontal well bore. This in turn would adjust
how a non-participating royalty interest holder receives their allocation of production.
HB 2125 - Would instruct the RRC to give inspection priority to oil and gas wells in counties with a population
of 650,000 or more and where there are more than 2,000 producing oil or gas wells.
HB 2126 - Would increase administrative penalties for safety or pollution control and prevention in
counties with a population of 650,000 or more and where there are more than 2,000 producing oil or gas
wells. Penalties would range from $10,000 per day to $20,000 per day, with additional money collected
dedicated to inspection of gas wells in those counties.
HB 2259 - Proposed requiring the imposition of a non-refundable road fee for any permit application to drill,
deepen, plug back or re-enter a well. Fees are set based on depth of the job and are increased by $150 if
expedited. Money collected would be directed to fund repair and maintenance of roads in the county
containing the well.
HB 2939 - Would require an operator to submit an annual report of groundwater used in the preceding year
to the RRC, TCEQ and TWDB.
HB 3073 - Would require operators to post signs in a prescribed manner on the land where a well is
located or will be located.
HB 3110 - Would require the TCEQ, prior to any future modifications to a permit-by-rule or standard permit,
to conduct a regulatory analysis, to use modeling based on credible air quality monitoring data, rather than
worst-case scenario modeling. This bill directed the TCEQ to consider geographic location and consider
different requirements should apply to different areas.
HB 3586 - Would provide for a process by which compulsory unitization
purposes of enhanced oil recovery and CO2 storage.

may be used in Texas for

SB 15 - Would require a study of all energy sources used in Texas, which would be compiled and
submitted to the Legislature as a guide.
SB 105 - Proposed requiring commercial injection wells in the Barnett Shale be injected into the Ellenberger
formation or deeper.
SB 655 - The Railroad Commission Sunset bill. To view full bill text and other related documents, visit:
http://www.capitol.state.tx.us/BillLookup/Text.aspx?LegSess=82R&Bill=SB655.
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8 2 nd L e g i s l a t i v e S e s s i o n
Bills that did not pass

NO

SB 772 - Would instruct the RRC to adopt rules that require a person performing a hydraulic fracturing
treatment on a well to include a tracer substance in the frac fluid. The RRC would determine what type of
tracer they use (color, isotope, etc.) as long as it would not endanger human health.
SB 1294 - Would raise oil and gas administrative penalties from a maximum of $10,000 to $25,000 per day
per violation. The maximum penalty for tampering with gauges would increase from $1,000 to $25,000 per day.
SB 1296 - Would allow funds in the Oil Field Cleanup Fund to be used to pay an administrative penalty that
has been imposed by the RRC that a person has failed to pay. This would only have been done after the
penalty's due date had passed.
SB 1811 - (filibustered, re-filed as SB 1/HB 1 of the first Special Session)
This is the fiscal matters bill that reconstitutes the Oil Field Cleanup Fund to be called the Oil and Gas
Regulation and Cleanup Fund, to be used for regulatory and cleanup functions of the agency. Money for the
fund is to come from two places: 1) the identical fee structure that funded the Oil Field Cleanup Fund, minus
penalties and General Revenue, and 2) surcharges imposed on fees charged by the RRC. The bill grants the
Commission the authority to impose these surcharges, but limits them to collect no more than what they are
appropriated by the legislature, with no one surcharge exceeding 185 percent of the fee on which it is
imposed. This bill would require the Commission to establish goals for plugging abandoned wells and for site
remediation, in addition to requiring the Commission to report quarterly to the Legislative Budget Board on
progress of meeting established goals.

RESEARCHERS LOOK FOR NEW WAYS TO RECOVER OIL IN WEST TEXAS
The University of Texas of the Permian Basin (UTPB) recently received a $1.2 million
grant from the U.S. Department of Energy to research advanced methods of enhanced oil
recovery, otherwise known as EOR, in residual oil zones (ROZs). With production in the
Permian Basin already lasting for nearly 90 years, much of the basin's oil still remains
underground. However, additional research is necessary as producers look for efficient ways
to extract more oil out of the mature production area.
First, researchers hope to gain a better understanding of the basin's remaining oil. Often
pools of oil, found beneath primary production zones, are separated by rock or brine
reservoirs. By determining how to best reach the ROZs, estimates of oil reserves in the Basin
could increase dramatically. "If new techniques allow us to get to the oil, then that oil
becomes part of the proven reserves," explained Chip Groat, professor of geological sciences at The University of Texas at Austin. "This
wouldn't be a new oil find. It'd just be old oil recovered more efficiently."
By learning where all the oil lies in reserves, researchers are also hoping to increase proven reserves while at the same time lessen U.S.
dependence on foreign oil. They say this grant from the Department of Energy will help to make that happen. "We believe that we are the
model for the rest of the country as far as how this should be done," said Bob Trentham, director of UTPB's Center for Energy and
Economic Diversification. "There's huge potential for the Permian Basin as well as basins nationwide."
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