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CAUTION: This email originated from outside of the Railroad Commission of Texas. Do NOT click links or open
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malicious and/or phishing email, please contact the ITS Help Desk at 512-463-7229. Do not respond to or forward the
email, click on any links or open any attachments without guidance from the Help Desk

Dear Rules Coordinator,

Attached please find comments submitted on behalf of the Texas Oil and Gas Association regarding proposed
amendments to §3.40 relating to Assignment of Acreage to Pooled Development and Proration Units.

Please let me know should you have any questions.

Best,
Mari
Mari Ruckel

Mobile: (512) 771-2583
Email: mruckel@txoga.org

TXOGA

TEXAS OIL & GAS ASSOCIATION | SINCH 1919
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D. Todd Staples
President
Rules Coordinator
Railroad Commission of Texas
Office of General Counsel
P.O. Drawer 12967
Austin, TX 78711-2967 Submitted to: rulescoordinator@rrc.texas.gov

Re: Proposed Amendments to §3.40 relating to Assignment of Acreage to Pooled
Development and Proration Units

Dear Coordinator:

The Texas Oil and Gas Association (“TXOGA”) is a non-profit corporation representing
the interests of the oil and natural gas industry in the state of Texas. The membership of
TXOGA produces in excess of 90 percent of Texas’ crude oil and natural gas, operates
over 80 percent of the state’s refining capacity, and is responsible for the vast majority of
the state’s pipelines. In fiscal year 2018, the oil and natural gas industry supported more
than 348,000 direct jobs and paid just over $14 billion in state taxes and local taxes and
state royalties, funding our state’s schools, roads and first responders.

TXOGA appreciated participating in the informal process regarding §3.40 and welcomes
the opportunity to submit formal comments.

To seek clarity and avoid ambiguity, our members would like a definition of “divided
horizontally” added to §3.40(e)(2) to state that a division of ownership occurs when
working interest and royalty interest ownership are not identical in identical percentages.
It would mirror the SWR 26 language so an operator can determine when a severance is
authorized to be used.

Our members continue to have reservations regarding the notice provision in
§3.40(e)(2)(B) and believe the correct process for addressing disputes is provided in
§3.40(h). However, should the Commission decide to move forward with the notice
language, it is important that there is a clear understanding that it is a “good neighbor”
notice to be provided to specified operators only for planning purposes with no implied
path to protest. In the attached table, our membership has made some suggested edits to
help clarify this point.

Our membership is asking for the term “all available resources” to be stricken from the

preamble. As currently worded, “all available” could have no practical limit and
operators would have no confidence in their ability to comply with the rule. This is
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particularly concerning given the fact that well permits could be canceled if the
notification requirements are not met. We would like the language of the rule brought
back to the August 23, 2019, draft which said the applicant shall use the Commission’s
GIS well database to determine who is afforded the “good neighbor” notice.

Our membership continues to have concerns with §3.40 (e)(2)(F). The membership
appreciates and understands that the RRC will need to make major software
modifications to be able to handle the multiple assignment of acreage and understands
that to be the primary reason for this moratorium. However, we believe the Commission
should not yield its statutory duties for administrative inconvenience.

TXOGA outlines additional comments and recommendations in the attached document.
Should you have questions, please contact me at cpomeroy(@txoga.org or 512.478-6631.

Sincerely,

Sy 7

Cory Pomeroy
Vice President and General Counsel
Texas Oil and Gas Association
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