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FROM THE WELLHEAD
Dear Members of PPROA:
The Board of Directors would like to wish you a Happy New Year. We all say “Happy New Year” every year,
but this year those words have heartfelt hope at the core of them. One year ago, we would not have believed
what 2020 had in store for us. That being said, I hope and pray that many of you had delightful experiences
outside of the realm of the damaging effects of Covid-19. We have continued to see kindness, generosity,
hard work, ingenuity, and lots of smiling faces in our industry and within our organization. Those smiling
faces are certainly uplifting, and I hope that we can all share a little of our joy with those who are suffering
during this trying winter season.

OUR BUSINESS
IS BUILT ON
THE EARTH’S
GREATEST
UNTAPPED
RESOURCE:
OPPORTUNITIES.

PPROA Board Chairman

Thank you for your continued support. Your support enables the Board of Directors the provisions that enable us to offer you representation
before political parties, and state and federal agencies. Our PPROA Legislative Committee alongside our invaluable Lobbyist, Bill Stevens,
are an active part of developing policy and act as your voice in regard to proposed legislation, both state and federal, that impacts our
industry and future.
Here’s a little bit of what we are doing and what we plan to do in 2021!
We have developed a membership committee to be the voice for those small- to mid-size companies in Texas who have been left
behind. We are actively meeting with individuals who have an interest in what we are doing and, thus, growing membership even in
these unprecedented times. Of course, please reach out if you have colleagues or friends who may be interested in what we are doing.
We are using our leaders to educate the public on “green energy” and climate change. We will use scientific fact vs fiction through
speaking engagements in school districts and colleges to counter the “one-sided opinion” wrongfully presented to students, communities,
and political groups. We began this endeavor in February 2020 but were restricted after that because of Covid-19. It is one of our main
goals for 2021 to have a voice and a presence and to be heard.
We want to strengthen our legislative committee with members who desire to contribute to positive change for industry. Our Legislative
Committee is not restricted to Board Members. If you have a strong interest in legislation and feel you could be an active asset to the
committee, please reach out to me and I will get you involved. Promise.
We will continue providing legislative updates during the 2021 Legislative Session, as needed.
We will provide bi-monthly calls with Bill Stevens to discuss issues of concern.
We will provide bi-monthly Pipeline News Blasts that provides immediate industry information.
We will provide monthly Zoom meetings with both state and congressional legislators or industry experts.
And much, much more.
Even as we speak, legislation is being drafted on Eminent Domain, talks are being had concerning Trucking Litigation, Carbon Capture,
Public Impact of Climate Action Plans, Electric Vehicle Tax, Natural Gas Ban, Flaring/Methane Issues, Preserving the High-Cost Gas
Incentives, GROW (potential legislation to provide additional resources for transportation and infrastructure needs in the Permian). All of
this is very important, and it makes me so happy that we have Bill in Austin watching over all of it, speaking on our behalf and keeping up
with the issues that we couldn’t keep up with on our own.
We hope everyone had a Merry Christmas! We are sending a heartfelt genuine prayer and wish for a HAPPY NEW YEAR.
May 2021 be joyful.
On behalf of the Board of Directors,

Dana Newsome, Chairman
Panhandle Producers and Property Owners Association
If you have questions, comments or suggestions – please email me at dana@valpointoperating.com!!!

Join our team at FourPointEnergy.com

The views, articles, and advertisements published in the PPROA Newsletter, The Pipeline, are not endorsed or evaluated
by PPROA. All parties writing articles or advertisements are expected to have research data that substantiates their
claims, and have express written authorization to use any and all proprietary or intellectual property. PPROA does not
verify the validity of articles or advertisements, and each party providing information for the newsletter represents it
has the requisite authority to use the information provided to PPROA.

100 St. Paul Street, Ste. 400
Denver, CO 80206
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Preface to 87th Legislative Session

Governmental Affairs Report November 23, 2021
Trucking Litigation - This legislation will address ‘the litigation environment of owners and operators of commercial vehicles that is
resulting in small business failures and increase costs of doing business’. A bill is currently in Lege Council and should be available
shortly.

Dear PPROA Members:
January 12, 2021, the 87th Legislative Session is set to convene.
A new Speaker of the House will officially be elected by a vote of House members on opening day. Unless there are major shifts it seems
to be pre-determined to be Representative Dade Phelan (R, Beaumont) who represents HD 21(Orange and parts of Jefferson counties
in SE Texas). Phelan, who has served in the House since 2015, has announced his intent and provided signatures of support for his
election which includes a ‘majority’ of Republicans and a broad coalition of Democrats. (The current makeup of the House is 86R and
67D after the recent election.)
However, Texas State GOP Chair Allen West said Monday that the state party “will not support, nor accept” state Rep. Dade Phelan
as the next speaker of the Texas House, after the Beaumont Republican said last week he has the votes to win the gavel. In an email
to supporters, West took issue with the fact that Democrats had backed Phelan even though Republicans retained a majority in the
150-member lower chamber after Election Day.
As we have discussed, we still are not sure the form and function of how the Session’s business will be handled - in person as usual,
virtual using ZOOM or a combination. Will citizens and lobbyist be allowed in the halls and hearing rooms of the Capitol? We are waiting
to hear.
We do know that the Legislature’s work will include the constitutionally required Budget and redistricting.
PPROA Legislative Committee
PPROA is activating a more formal and structured committee to evaluate and recommend action on specific legislation. The PPROA
Legislative Committee will be chaired by Immediate Past PPROA Chairman Todd Lovett and staffed by Legislative Director Bill Stevens.
If you are interested in serving on this important committee, please contact Committee Chairman Todd Lovett or President Judy Stark.
Please make your interests known as soon as possible.
Potential issues and areas of interest to the oil and gas industry which are in process of drafting and discussion: PPROA Legislative
Committee will keep you updated on newly filed bills and legislative language. If you have a specific interest and require timely info, do
not hesitate to contact Bill Stevens at bill@windriverassociatesllc.com.

Chapter 313 - This bill will extend the life of the economic development tax credit for property tax
in exchange for economic development. The bill is being presented by the Texas Association of Manufacturers (TAM) and the Texas
Taxpayers and Research Association (TTARA).
Natural Gas Ban - The Local Distribution Companies (LDC’s) will take the lead on legislation which ‘prohibits cities from banning a
specific energy source’. The bill is being drafted and will be shared when ready.
Additional/Potential Legislative Issues: The following issues are under discussion but no specific legislation has yet been released.
The PPROA Legislative Committee will be following.
Royalty Suspense Potential legislation in response to the Texas Supreme Court request in the Koopman vs. ConocoPhillips case
regarding suspense of runs as a breach of contract.
Revisions to GLO and UL offset well status - Potential legislation that updates offset well requirement of unconventional formations.
GROW - Potential legislation to provide additional resources for transportation and infrastructure needs in the Permian.
Public Impact of Climate Action Plans - Require local governments to evaluate cost impacts of climate action plans, including those
that prohibit or only permit certain fuel sources.
Electric Vehicle Tax - Potential legislation that requires that electric vehicle to pay their share of road impact. It is based on annual
registration fees of $100 for hybrids and $200 for EV’s.
TERP - The funds may used for technology solutions to reduce flaring to capture methane
Issues to play Defense: As the Session develops, it is assured that the Industry will be required to defend itself from negative legislation
on the following issues.

HB 433 by Representative Ken King - HB 433
Relating to imposing a tax on the generation of electricity by certain electric generators; providing penalties; creating a criminal
offense.

Flaring/Methane - Though much is being accomplished in the RRC regarding reduced routine flaring, data enhancement, and allowances
for technology innovations, it is most probable that there will be legislative attempts to solve the flaring/venting problem. We would prefer
to address these through the RRC as industry is currently doing.

Representative King has filed the bill which provides for a 1 cent per KWH of electricity produced from an energy source other than natural
gas. This would be paid monthly and apply to other fuels used by power generation companies, electric utilities, and electric cooperatives.
The revenue ‘shall be deposited to the credit of the foundation school fund’.

Preserving the High-Cost Gas Incentives - This 32 year old tax incentive for the drilling and production of ‘tight sands’ gas will be
challenged as it has been over time.

Eminent Domain - After several Sessions of unsuccessfully negotiating eminent domain legislation,
which has been presented by Senator Kohlkhorst, drafted by the Landowners groups, and introduced through the Senate, our Industry
coalition (CCI, Coalition for Critical Infrastructure) has proactively drafted appropriate legislation to be introduced. The bill language has
been received back from Lege Council but is currently under review by our coalition attorneys. It will be provided to you for comment as
soon as it is released.

Eminent Domain - The industry will encounter separate legislation on Royalties and Routing considerations in addition to the broad
Landowners bill.

TexNet Funding and Advisory Committee - In response to the initial problems with potential induced seismicity, the legislature formed
the TexNet Advisory Committee the 84th Session and funded it with a $5 million appropriation to study the problem in coordination with
the Bureau of Economic Geology. The current bill would re-authorize the Advisory Committee and PPROA would need to work for future
funding.
Carbon Capture - Class VI disposal wells for carbon sequestration will be moved under the jurisdiction of the RRC. Industry companies
and the RRC are collaborating on a bill which is currently being drafted.
PPROA Pipeline
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Tax on Flaring

If you are interested in more detailed info or backup documents on any of the above issues,
please contact Bill Stevens at bill@windriverassociatesllc.com.
Bill Stevens
WindRiver Associates LLC
807 Brazos, Suite 802
Austin, TX 78701

- Bill Stevens
Legislative Consultant

Cell: 512-656-2209
bill@windriverassociatesllc.com
PPROA Pipeline
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PPROA Legislative Watchlist - 2021
87th Legislature
All Bills Tracked By PPROA:

87(R) HB 739
Caption:

Author: Lopez
Last Action: 12/04/2020 H Filed
Relating to a grant program administered by the Texas Veterans Commission to provide energy industry career training
for veterans.

87(R) HB 778
Caption:

Author: Lozano
Last Action: 12/09/2020 H Filed
Relating to the extension of the expiration of certain parts of the Texas Economic Development Act.

87(R) HB 901
Caption:

Author: Burns
Last Action: 12/22/2020 H Filed
Relating to the acquisition of real property by an entity with eminent domain authority.

87(R) HB 902
Caption:

Author: Burns
Last Action: 12/22/2020 H Filed
Relating to the acquisition of real property by an entity with eminent domain authority; requiring an occupational
license; authorizing a fee; providing a civil penalty; imposing a criminal penalty.

87(R) HJR 21
Caption:

Author: Craddick
Last Action: 11/09/2020 H Filed
Proposing a constitutional amendment providing for the creation of and use of money in the Grow Texas fund and
allocating certain general revenues to that fund, the economic stabilization fund, and the state highway fund.

87(R) HJR 27
Caption:

Author: White
Last Action: 11/12/2020 H Filed
Proposing a constitutional amendment to reduce the allocation of certain general revenue to the economic stabilization
fund and to use that revenue for certain science, technology, engineering, and mathematics (STEM) scholarships.

87(R) HB 37
Caption:

Author: Zwiener
Last Action: 11/09/2020 H Filed
Relating to the issuance of a permit by the Public Utility Commission of Texas for the routing of certain oil or gas
pipelines; authorizing administrative penalties.

87(R) HB 207
Caption:

Author: Lopez
Last Action: 11/09/2020 H Filed
Relating to the rates of the state gasoline and diesel fuel taxes; increasing tax rates; authorizing a change in tax rates.

87(R) HB 242
Caption:

Author: Zwiener
Last Action: 11/09/2020 H Filed
Relating to the authority of the Texas Commission on Environmental Quality to require water pollution abatement plans
from certain facilities regulated by the Railroad Commission of Texas.

87(R) HB 251
Caption:

Author: Thompson, Senfronia Last Action: 11/09/2020 H Filed
Relating to repealing civil asset forfeiture provisions and establishing criminal asset forfeiture in this state.

87(R) HB 298
Caption:

Author: Zwiener
Last Action: 11/09/2020 H Filed
Relating to regulation of outdoor lighting by certain municipalities; creating a criminal offense.

87(R) HB 427
Caption:

Author: King, Ken
Last Action: 11/10/2020 H Filed
Relating to imposing an additional fee for the registration of electric and hybrid vehicles.

87(R) HB 433
Caption:

Author: King, Ken
Last Action: 11/10/2020 H Filed
Relating to imposing a tax on the generation of electricity by certain electric generators; providing penalties; creating a
criminal offense.

87(R) HJR 43
Caption:

Author: Wilson
Last Action: 12/10/2020 H Filed
Proposing a constitutional amendment providing that a residence homestead is not subject to seizure or sale for
delinquent ad valorem taxes.

87(R) HB 448
Caption:

Author: Bailes
Last Action: 11/10/2020 H Filed
Relating to the right of property owners to file complaints against certain entities regulated by the Railroad Commission
of Texas regarding alleged misconduct by the entities while exercising eminent domain authority; providing a civil
penalty.

87(R) SB 126
Caption:

Author: Johnson
Last Action: 11/09/2020 S Filed
Relating to performance standards for certain aboveground storage tanks.

87(R) SB 127
Caption:

Author: Johnson
Last Action: 11/09/2020 S Filed
Relating to phasing out the tax reduction for certain high-cost gas.

87(R) SB 144
Caption:

Author: Powell
Last Action: 11/09/2020 S Filed
Relating to the extension of the expiration of certain parts of the Texas Economic Development Act.

87(R) HB 528
Caption:

Author: White
Last Action: 11/12/2020 H Filed
Relating to a limitation on increases in the appraised value of commercial real property for ad valorem tax purposes.

87(R) HB 570
Caption:

Author: Paddie
Last Action: 11/13/2020 H Filed
Relating to small business recovery funds and insurance tax credits for certain investments in those funds; imposing a
monetary penalty; authorizing fees.

87(R) SB 149
Caption:

Author: Powell
Last Action: 11/09/2020 S Filed
Relating to the prosecution of the offense of operation of an unmanned aircraft over certain facilities.

87(R) HB 632
Caption:

Author: Darby
Last Action: 11/23/2020 H Filed
Relating to the establishment of an advisory committee for the TexNet seismic monitoring program.

87(R) SB 157
Caption:

Author: Perry
Last Action: 11/10/2020 S Filed
Relating to eminent domain reporting requirements for certain entities.

87(R) HB 711
Caption:

Author: Perez
Last Action: 12/02/2020 H Filed
Relating to performance standards for certain aboveground storage tanks.

87(R) SB 160
Caption:

Author: Perry
Last Action: 11/10/2020 S Filed
Relating to certain county road reports.
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PARTNERING WITH THE RIGHT BACK OFFICE SERVICE
COMPANY IS SMART BUSINESS – HERE IS WHY…

Every company focuses on its strengths, but what about the internal office support needed to maintain that focus? In the oil and gas
sector, the hiring of third-party production and field talent has been a key driver of many companies’ success for 100 plus years.
We use third party engineers, downhole specialists, field supervisors, pumpers, roustabout crews, and treating specialists just to
name a few. So why are energy companies, more specifically oil and gas production companies, traditionally skeptical of hiring a
third party back office service party? The short answer is a lack of understanding of the benefits of the RIGHT back office partner and
how to find the RIGHT back office provider.

What are Back Office Services?

Back Office services are traditionally defined as administrative functions and support personnel. In the energy sector, back office
services generally cover Accounting, Regulatory, Finance, and Land. Accounting includes, but is not limited to, bookkeeping, detailed
operating statements, joint interest billings, revenue distribution, accounts payable/receivable, and tax oversight. Regulatory
oversees the administration of all necessary governmental filings, production allocation/reporting, and timely field related test filings.
Finance is charged with the accurate and timely reporting of financial statements, cash flow forecasting, and proforma statements.
Finally, Land administration handles everything from division order analysis and ownership changes to full title analysis and review.

What are the Defining Traits of the RIGHT Back Office Service Company?
In my opinion, the following five traits are what define the RIGHT Back Office Company:
1. INFRASTRUCTURE – A back office company should have the infrastructure to grow with their client’s business.
2. PRACTICAL EXPERIENCE – This is not simply about time spent in the back office service sector or bookkeeping.
This is about real world oil and gas operational experience and perspective, keys to a true value add partnership.
3. ACCURATE & TIMELY – The point of hiring a third party back office company is to receive accurate and on time
delivery of the promised product.
4. COST EFFECTIVE – A back office company should be a single fixed expense that is less than what it costs to do the same
work in-house.
5. VALUE ADD – A back office service company should add value to the client’s business by improving processes, spotting
and resolving issues, and supporting the client’s vision.

The Premier Back Office Service Provider to the Energy Sector

ACCOUNTING - FINANCE - REGULATORY

Our Job is to Reduce Your Expenses and Streamline Your Processes so
You can Maximize Your Bottom Line
(806) 665- 8441
info@energybos.com
www.energybos.com

How does a Back Office Service Partner
Help a Client’s Structural Stability and Bottom Line Growth?

Successful companies are stable, focused, and streamlined. A good back office service partner can assist its clients in all three of those
facets. Less employee turnover and more infrastructure support lead to a more profitable and steady environment for clients. A back
office partner should be able to support a fundamental shift in its client’s infrastructure responsibilities. In other words, a back office
partner should be capable of housing and managing the entire support system needed to cover those roles at a higher level and a
lower price than what the client can do for themselves, leading to higher operating margins. A superior back office partner can further
help grow its clients’ bottom line by giving clients time to focus on their core business. This growth occurs by providing consistent
streamlined processes and accurate reporting tools, thus helping them make more informed and accurate decisions. If the client does
not have to manage those internal processes, procedures, and reporting, then the client can dedicate more time to the core strength
of their business to maximize its bottom line.

Why Partner with Energy Back Office Solutions, LLC?

At Energy Back Office Solutions (EBOS), we practice every element we preach. We take great care in hiring people that bring practical
experience to the clients they serve. We treat each client as a partner, and we pride ourselves on the “Operational” approach we take
in assisting our clients. We do not just run reports, spit out numbers, and file documents. We also provide prospective on what the
reports mean, explain trends, provide executive summaries, and help identify existing and potential challenges. Our goal is to establish a long term partnership with each of our clients built on trust, accuracy, and cost effectiveness. Our suite of back office services are
customizable and scalable to fit our client’s needs. We are people driven and client focused.
RJ Cree, CEO - Energy Back Office Solutions, LLC

www.energybos.com

PPROA Pipeline
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CASENOTE

RAILROAD COMMISSION OF TEXAS
Oil and Gas Division

Basic Energy Services, L.P. v. EXCO Resources, Inc., No.
05-15-00667-CV, 2018 WL 564157 (Tex. App.—Dallas Jan. 26,
2018, pet. denied) (mem. op.) held that the indemnity in a Master
Service and Supply Agreement (“MSA”) obligated indemnitor
to indemnify indemnitee against indemnitee’s contractual
indemnity obligations and unreasonable attorney’s fees
incurred by indemnitee. Basic as “Contractor” entered into a MSA
with “EXCO” whereby Contractor was obligated to indemnify
EXCO and various “Non-EXCO” companies. Contractor’s MSA
provided that:
Contractor shall defend, indemnify, hold harmless,
and release Company Gr up [EXCO and Non-EXCO]
from and against any and all claims, losses, damages,
demands, causes of action, suits, and liability of every
kind, including all expenses of litigation, court costs and
attorneys’ fees which may be incurred by Company
Group as a result of such claims. . . .
In addition to the MSA with Contractor, EXCO signed master
service agreements with each of the Non-EXCO companies.
Those agreements provided that EXCO would indemnify NonEXCO for “all claims, losses, and expenses incurred by EXCO
as a result of such claims, demands, or suits brought or asserted
against EXCO by any party, ‘including any third party to whom
EXCO is obligated to provide indemnity by contract or otherwise.’”
There was no similar provision for indemnity against contractual
indemnities in Contractor’s MSA. In November 2010, an employee
of Contractor died at the oil well site. The employee’s family
members filed claims against all parties associated with the well
site, and those claims were settled. The issues of interest in this
case were whether Contractor was obligated to indemnify EXCO
for contractual indemnity claims Non-EXCO companies asserted
against EXCO and Contractor’s liability for attorney’s fees.
Contractor contended that the “MSA did not impose any obligation
on [Contractor] to indemnify EXCO for EXCO’s separate
contractual indemnity agreements with . . . [N]on-EXCO. . . .”
Further, relying on Nabors Drilling USA, L.P. v. Encana Oil &
Gas (USA) Inc., No. 02-12-00166-CV, 2013 WL 3488152 (Tex.
App.—Fort Worth 2013, pet. denied) (mem. op.) Contractor
argued that the “MSA must have apprised [Contractor] that
EXCO had separate contracts and expected indemnification
under those separate contracts.” Contractor argued that
contractual indemnities were not listed as indemnified claims in
Contractor’s MSA and EXCO must have known the difference
because the Non-EXCO MSA’s were different. However, in
Nabors Drilling, the court noted that one way in which a contract
provides for pass-through liability is “to expand the categories of
persons or companies entitled to indemnity protection such that
PPROA Pipeline

the indemnity [indemnitor?] agrees to indemnify the indemnitee
and its contractors and subcontractors. . . .” The court found
in this case that the MSA expanded the categories of persons
or companies entitled to indemnity protection because the MSA
defined the Company Group as including EXCO and Non-EXCO
companies. Thus, the court held that Contractor was obligated to
indemnify EXCO and Non-EXCO.
The trial court held that by contract there was no obligation
to prove that attorney’s fees incurred were reasonable and
necessary, but that reasonableness and necessity were
nevertheless established as a matter of law. Contractor raised
the issue again on appeal as a material fact which could not
be resolved by summary judgment. The Contractor’s MSA did
not specify “reasonable” attorney’s fees. In multiple decisions,
for at least 80 years, the court had held that an agreement to
pay attorney’s fees implies that the fees must be reasonable.
However, the court distinguished all of those cases as involving
individuals.
Accordingly, in view of the fact that the agreement at
issue here was between two sophisticated, commercial
entities presently familiar with the expenses of litigation,
court costs and attorney’s fees and free to negotiate
and structure their affairs as they [saw] fit, we see no
reason to impose additional procedures beyond those
they chose for themselves.

Connor McMillon Mitchell & Shennum
Certified Public Accountants & Consultants
Where more than numbers Count!

NOTICE TO
OIL AND GAS OPERATORS

Janie Arnold
Mike Connor
Lani Hall
Thomas Justiss
Gary Mitchell
Steve Shennum

Expiration Of Certain Administrative
Compliance And Technical Permitting
And Filing Requirements
On April 3, 2020, the Railroad Commission of Texas (RRC) issued a
Notice to Operators (NTO) titled Extension of Certain Expirations and
Filing Requirements Administered by the Administrative Compliance
and Technical Permitting Sections. To view the April 3rd NTO, visit the
RRC’s website at https://rrc.texas.gov/media/57088/notice-to-operators_nov-resolution_4-3-2020.pdf. The RRC later extended the deadlines described in the NTO until December 31, 2020.
This NTO is to serve as a reminder that the April 3rd NTO and any
extensions issued thereunder will expire on December 31, 2020.

Austin, Texas

• Tax Consulting / Planning
• Litigation Support
• Business Valuations
• Oil & Gas Taxation

December 2020

As an oil and gas professional, you and
your company face extensive ﬁnancial
risks. Let NCW provide you with the
tools to mitigate or transfer your risks.

The court cites no authority for this distinction, although the court
issued this opinion as a memorandum opinion under TEX. R. APP.
P. 47.4 because “all issues are settled in law.”

PROGRAMS:

The holding on contractual indemnity is simply a construction of
the contract that all parties were included as indemnitees, so the
contractual indemnity issue was moot. If the holding on attorney’s
fees is good law, then “reasonableness” will not be implied in very
many MSA’s, or, for that matter, not in very many other contracts
used by the oil and gas industry.
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• Tax Preparation

801 S. Fillmore, Suite 600
Amarillo, Texas 79101
806 373-6661
www.cmmscpa.com

®

Please Forward to the Appropriate Section of Your Company

• Assurance / Auditing Service

DIVIDEND
PLANS
AVAILABLE

Operators and Non-Operators
Service Contractors
Consultants
Upstream, Midstream and Downstream
Power and Utilities
Processing and Reﬁning
Equipment and Tool Rental
Manufacturing and Distribution
Call Sandy Campbell
or Casey Posey today:

The foregoing is not a legal opinion.
You should consult your attorney
if this may be of some significance to you.

806.376.6301

ncwriskmanagement.com
- Jeff McCarn may be contacted at
(806) 350-5418 or
jmccarn@mwlawfirm.com

AMARILLO • BORGER • CLAUDE • DALHART • LUBBOCK • PAMPA • SNYDER
January 2021

PPROA Pipeline

- 11 -

January 2021

2020 PPROA Gun Raffle Winner!

Jim Finch of Long Hunters (L)
& Dana Geisdorf (winner) (R)

Raffle Drawing by Lisa of Century 21 (L) &
Jessica of JW Resources (R)

Making you
Jim
Bryan

Jeff
Irwin

Ryan
Evans

Greg
Graham
PPROA Pipeline
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Chris
Morris

Member FDIC
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Opinion: An Assault From All Fronts
On Energy Independence

Association Healthcare Initiative

In Partnership with the Texas Alliance of Energy Producers
In Partnership with

By Texas Railroad Commission Chairman Wayne Christian on 1/5/2021

This misplaced concern about emissions will do more harm than
good. Alaska Governor Mike Dunleavy summed it up well when
he recently stated that “cutting production in the U.S. only
to see that demand met by dirtier producers elsewhere in
the world results in more pollution and more environmental
damage. Instead, we should be promoting cleaner production
here at home.” (2)

According to a report by the U.S. Chamber of Commerce, the cost
of the Paris Climate Accord to the American economy is steep.
The agreement will cost American workers 6.5 million jobs and
$3 trillion in economic growth by 2040 (4). The justification
for killing millions of American jobs and causing trillions of
dollars of damage to our economy is the potential decrease
of global temperatures by 0.17 degrees Celsius by 2100 – and
that is only if the Paris Accord is implemented perfectly. The
Paris Climate Accord is a classic example of what happens when
policy is based on politics disguised as science. At the same time
the economic devastation of these policies threatens our ability
to safeguard against our naturally dangerous climate and other
threats our modern machine-based civilization protects us against
– provided we can fuel it with affordable energy.

I couldn’t agree more. France is going to have to get their natural
gas from somewhere, and wherever it is it’s going to cause more
harm to the environment and geopolitics. France may get its
natural gas from Iran, which has dangerous nuclear ambitions and
has threatened to blow up Israel several times. Or they could turn
to Russia who has dangerous ambitions and invaded Crimea just
a couple years ago. Or they could look to the Middle East, a region
not exactly well known for its respect of Western legal traditions.

Radically environmentalists aren’t stopping at fighting for increased
regulation and unfair treaties. They are coming for your retirement
account as well vis-à-vis Environmental, Social, and Governance
investing, the new “woke” way to save money. It is an investment
strategy whereby an individual investor or financial products, such
as mutual funds, invest assets in equity of a company or financial
products that are subjectively considered environmentally and
socially conscious.

America, on the other hand, leads the world in the production
of clean, affordable energy. In August, my agency, the Railroad
Commission of Texas, announced that less than a half percent
of the gas produced in Texas was flared or vented, meaning
99.5% went to beneficial use. Nationally, the six major air
pollutants monitored by the Environmental Protection Agency
(EPA) have fallen 73 percent since 1970, while our economy grew
262 percent and our population by 60 percent. (3)

In practice, this strategy has caused the divestiture of assets from
oil and gas production companies. The goal of ESG investing is
to deprive legitimate companies with widely used products and
services from necessary capital investment because they, in the
opinion of some, cause some indirect or amorphous social harm.
ESG investing could cause record bankruptcies in the U.S. energy
sector, destroying millions of high-paying jobs and American energy
independence. All without removing any of the environmentally
harmful energy produced by state-owned companies directed by
tyrannical governments.

AUSTIN – Last month, the French government pressured Engie –
a company that delivers natural gas to homes and businesses all
over France – to call off or delay a 20-year, $7 billion contract with
a Houston-based company called NextDecade to export Texas
natural gas (1). Apparently, the French are concerned Texas gas
is too dirty.

As you can see, despite the claims of the sensationalist, fake-news
media, the environment in America is getting better, not worse. At
the same time, prior to the pandemic, we were producing more oil
and natural gas domestically than any time in history, creating jobs,
helping our economy, and bringing us national security in the form
of energy independence.
Unfortunately, environmental extremists are seeking to undo
these tremendous gains on every front. We all know about their
efforts politically on the national level with proposals like the Green
New Deal, fracking bans, carbon taxes, and the Paris Climate
Accord, which President-Elect Joe Biden plans to rejoin. This would
be a tremendous mistake. The accord carries sky-high costs
with very low benefits and unfairly imposes a double standard
based on unproven assumptions and climate models that are
wrong nearly all the time.
PPROA Pipeline

ESG investing is growing quickly. From 2016 to 2018, ESG funds
in the U.S. increased 44 percent from $8.1 trillion to $11.6 trillion
(5), which represents one in four U.S. dollars under professional
management. This is despite a Pacific Research Institute study last
year that found the S&P 500 outperformed a broad basket of ESG
funds over a decade by nearly 44% (6).
Terrible climate accords, bad investment decisions, and
contract cancellations – this is what radical environmentalism
gets us. It may have been just one contract of one company in
France. But what is happening with Engie – and the thought process
underlying it – is emblematic of what is happening everywhere.
Natural gas is clean, reliable, and affordable – why is that no longer
good enough?
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Level-funded Group Health
Beneﬁts Program
featuring healthcare beneﬁt
savings as compared to
traditional coverage options

Presented By
The Panhandle Producers & Royalty Owners healthcare initiative is seeing great results and is saving members lots of money on the same or better
benefits. If you are a January 1 or February 1 renewal there is still time for you to see how much we can save for your company. If you have your
fourth quarter renewal or if you just want to see what can be done for you, please contact Janet Jennings using the contact info below. If you want
to see a timely quote for a January 1 renewal, Janet will need to get you started by November 15th.

For more information, contact Janet Jennings 972-980-4884 or email janet@davidsoninsservices.com

D A V I D S O N
INSURANCE
S E R V I C E S

As 2021 Will Bring The Largest Crude Deficits In
Years, A Window Of Opportunity Opens For Producers
The Covid-19 pandemic has devastated crude and condensate
demand in 2021, creating massive supply surpluses and filling
up inventories, causing producers to slash output in order to
keep prices at somewhat profitable levels. Rystad Energy’s
latest balances, however, show that 2021 could offer producers
a window of opportunity, as monthly supply deficits may reach
their highest level in years.

77.7 and 77.8 million bpd. The effect of global lockdowns will
be felt even more in February and March as demand will not
follow the growing supply and stay capped at 77.9 million bpd
and 77.4 million bpd respectively, creating a surplus of 0.5
million bpd in February and 1.4 million bpd in March. A minor
surplus will also be recorded in April but the market will recover
shortly after.

Although crude and condensate supply will still exceed demand in
the first quarter of 2021, Rystad Energy expects that vaccination
campaigns will help bring a rapid recovery going forward.
Monthly supply deficits will start from May, reaching a high of
around 3.4 million barrels per day in August. As deficits continue
uninterrupted through the year, August’s high could be repeated,
if not exceeded by year-end.

It is important to highlight that our current supply base case
assumes the terms of the latest OPEC+ agreement stay
unchanged and the group’s production remains flat after
January. We also assume stellar compliance within OPEC+
going forward, as well as limited upside to US supply and
Iranian barrels coming back only in 2022. However, with the
balances entering a period of acute deficit already in the second
quarter of 2021, an upward revision to supply might be around
the corner.

Entering 2021, Rystad Energy expects a largely balanced oil
market in January, with supply and demand hovering between
PPROA Pipeline
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DRILLING PERMITS BY COUNTY: DISTRICT 10
Data provided by Enverus.com
December 20, 2020
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How Covid-19 Will Affect
States’ Revenues, Taxes And You
By Eileen Reichenberg Sherr, CPA, CGMA, MT, Director — AICPA Tax Policy and Advocac
Some states might consider a sales tax on professional
services, such as accounting services. In 2020, such efforts
in Montana and Wyoming failed, but Wyoming legislation is
expected in 2021. The AICPA continues to work with state
CPA societies on a state-by-state basis to oppose a sales tax
on accounting services.

The COVID-19 pandemic has had a tremendous impact on the
country’s physical health and the economy, including a major
impact on states and their revenue.
According to a Center on Budget and Policy Priorities (CBPP)
recent report, states, localities, tribal nations and U.S. territories
face revenue shortfalls of about $480 billion and $620 billion
through 2022. It could reach even higher if there is a double-dip
recession. Affected state revenue sources include individual
and corporate income taxes, sales taxes and gasoline taxes,
as well as local property taxes.
Unlike the federal government, most states require a balanced
budget each year. A recent presentation to the National
Conference of State Legislatures Task Force on State and
Local Taxation (NCSL SALT Task Force) notes that states
have $90 billion in rainy day funds. The Federation of Tax
Administrators (FTA) estimates that this is 10% of total state
budgets.
Some states have acted by:
• extending tax filing and payment deadlines
• modifying nexus requirements to avoid punishing telework
• modifying and extending net operating loss provisions
• modifying conformity/decoupling from the Coronavirus Aid,
Relief, and Economic Security Act
There haven’t been many major state tax increases. That’s
likely to change if the federal government doesn’t provide
enough state aid.

According to the Center on Budget and Policy Priorities (CBPP),
state and local governments have furloughed or laid off 1.2
million workers, far more than the 750,000 who lost their jobs
during the Great Recession. They’ve also imposed spending
cuts on public services. Georgia, for example, cut K-12 funding
by nearly $1 billion, and California cut higher education by
roughly the same amount. If the federal government doesn’t
provide more state aid, more state cuts await us — layoffs,
tuition hikes and reduced public services.
While states and local governments have received a $246
billion federal stimulus to date, the AICPA believes that
states need more federal aid, and we continue to advocate
for that. The amount of additional state and local aid is under
negotiation with the House Democrats’ Health and Economic
Recovery Omnibus Emergency Solutions (HEROES) Act,
including $875 billion ($500 billion for states, $375 billion for
local governments). If the states don’t receive the needed
federal aid, they likely will slice budgets.
During the pandemic, the AICPA has tracked state tax guidance
and provided state CPA societies with recommendations
on administrative, filing and payment relief for state and
local taxes during the coronavirus pandemic. That resource
included recommendations on e-signatures, one additional
month state filing after federal filing, and state tax treatment of
remote work. The AICPA developed a letter to advise clients
on teleworking.
The AICPA also submitted letters to Congress on the remote
worker issue in June 2020, July 2020 and August 2020 with
a coalition letter with 120 organizations, including 45 state
CPA societies, urging the provision be included in the next
Congressional pandemic relief effort. In addition, the AICPA
testified in Congress on the Wayfair online sales tax issue with
suggestions to simplify the rules.
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Our mission is to serve Texas by our stewardship of natural resources and the environment, our concern for personal

RRC Releases 2020 Year in Review
Unprecedented. That’s the word that best describes the challenges faced by RRC
and Texas’ energy industry in 2020. While the energy industry endured exceptional
volatility, RRC moved quickly to change processes and procedures to ensure consistent,
reliable regulation and protection of public health, safety, and the environment. RRC’s
2020 Year in Review describes the agency’s accomplishments in the face of unprecedented challenges.
Year in Review Highlights
• In response to the social-distancing needs of the pandemic, RRC launched multiple
on-line resources for the energy industry and public. In March, RRC released RRC
CASES, an online portal for agency hearings documents. Throughout the summer,
the agency hosted the first online Oil and Gas Regulatory Webinar series on a
variety of topics. In addition, RRC’s Alternative Fuels Department initiated training
webinars for LPG (propane) dispenser operators to receive continuing education
needed for certification.
• The State Managed Plugging Program plugged 1,477 abandoned wells across
Click to read Year In Review
Texas, exceeding the legislative performance target of 1,400. The agency also
cleaned-up 258 abandoned oilfield sites, more than expected by the legislature’s
performance measure.
• The Pipeline Safety Division timely adopted rules implementing legislation prohibiting natural gas distribution operators from installing underground cast iron, wrought iron, or bare steel pipelines, and to replace any known cast iron
pipes by the end of 2021. The Division’s 70 inspectors performed over 5,500 pipeline safety inspections to ensure
compliance with state and federal safety requirements.
• Oil and Gas Division inspectors performed 347,617 inspections of oil and gas facilities. Each inspector averaged
2,107 inspections, 895 more than the goal of 1,199 inspections per inspector.
• RRC’s Surface Mining and Reclamation Division completed 417 inspections of coal and uranium mine sites, exceeding
the legislative performance goal for the first time in five years.
• Taking advantage of 21st century technology, RRC launched a statewide drone inspection team to help agency inspectors quickly respond to and inspect sites that are unsafe or inaccessible during emergencies. RRC’s drone team flew 32
missions in FY 2020.
• In an effort to provide the public with better access to agency data, RRC released eight interactive maps describing
energy production and agency remediation activities across Texas. Since their release, the interactive maps garnered
nearly 8,000 unique page views for oil and gas production data, and nearly 1,400 unique page views for the abandoned well plugging data.
• COMING SOON! Throughout 2020 RRC’s Communications Division has worked on the design of the agency’s website.
The new and enhanced agency website will feature improved access to agency data and program information, and
will be released in early 2021.

rrc.texas.gov

Contact: Jeremy.Mazur@rrc.texas.gov (512)463-7086
Director, Government Relations

@TxRRC

railroadcommissionoftexas

railroadcommissionoftexas

railroad-commission-of-texas
©2020 Railroad Commmission of Texas
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RRC District 10 Production Data

October 2020-November 2020
Oil (BBL)
CH Gas (MCF) GW Gas (MCF)

COUNTY
Armstrong
Briscoe
Carson
Childress
Collingsworth
Dallam
Donley
Gray
Hansford
Hartley
Hemphill
Hutchinson
Lipscomb
Moore
Ochiltree
Oldham
Potter
Roberts
Sherman
Swisher
Wheeler
TOTAL
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0
0
2,913
77
274
0
0
61,535
12,422
17,304
12,164
25,810
37,414
8,417
232,191
4,983
4,300
40,146
6,298
0
35,633
501,881
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0
0
18,996
0
1,103
0
0
92,825
91,994
6,686
146,544
125,994
522,146
68,259
1,075,078
266
1,296
603,742
10,328
0
370,364
3,135,621

January 2021

0
0
432,176
0
60,179
0
935
364,170
543,917
74,482
4,437,925
262,164
1,792,478
1,259,370
539,587
3,283
515,835
1,313,043
599,094
0
2,526,543
14,725,181

Cond. (BBL)
0
0
1,798
0
0
0
101
58
1,086
0
63,231
6,171
52,796
223
7,936
0
707
19,272
146
0
53,966
207,491

