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Dear Chairman Christian, Commissioner Craddick, and Commissioner Sitton:
As far back as 1776, Adam Smith, considered the inventor of modern free-market
economics1, eloquently captured the enduring value of the independent free market.
“If any branch of trade, or any division of labour, be advantageous to the public,” Smith
wrote2 in his seminal The Wealth of Nations, “the freer and more general the
competition, it will always be the more so.”
Smith may have used the vernacular of his era, but his words apply all the same to
what’s happening now in the Texas oil markets. The Russian-Saudi price war,
exacerbated by the growing coronavirus pandemic, has led some to call for mandatory
production quotas in the great state of Texas.
With locations in Houston, Odessa, Crystal City, & Falfurrias, I write to express my
strong opposition to this well-intentioned but misguided proposal. The Commission
should reject it – and stick with the free market principles that have served America well
since the founding of our republic. I would be happy to provide live testimony about this
vitally important issue, if the Commission so desires.
As The Wall Street Journal recently wrote, production quotas in Texas are an
“especially bad idea3.” The implementation of quotas would be a panicky response to
the global pandemic, an effort to use the crisis to promote bad policy.
The United States has a long history of championing free markets, which is why our
energy industry is competitive worldwide. The last thing we should do is abandon those
principles now.
Any government-imposed limits on production would do more harm than good, both
nationally and in Texas.
1

https://www.investors.com/news/management/leaders-and-success/adam-smith-wrote-first-bestseller-oncapitalism/
2
https://www.adamsmith.org/adam-smith-quotes
3
https://www.wsj.com/articles/pain-in-the-oil-patch-11585697357
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Though the broader U.S. energy market is now facing uncertainty, the long-term outlook
remains strong. As I wrote recently in Forbes4, the United States “is now the world’s
largest oil producer5, responsible for about 40 percent of global oil production.” In
March, our nation was still pumping 13 million barrels a day, about 50 percent more
than in 20166 and 150 percent more than in 2011.
Our domestic producers are resilient, and they plan for the long term. Imposing a
production or export quota on Texas crude would only penalize the most efficient and
lowest-cost producers while propping up less efficient companies. It would essentially
lead to a cartelization of the Texas oil market, a quota system that would make it more
difficult for the United States to criticize OPEC for employing similar tactics. We do not
want to be like OPEC, do we?
As we know from long experience, governments do not always make good economic
decisions, especially in the energy markets. Earlier price control programs, for example,
created natural gas shortages in the 1970s, causing many businesses in the Midwest to
close because they could not run their facilities.
Imposing the dictates of government over free-market principles is also not the Texas
way. The oil industry already employs more than 360,000 people in the state, a market
dominance expected to only grow with the recent discovery in West Texas7 that will
provide between 46 billion and 230 million barrels of new oil.
Mandatory production cuts would only disrupt this progress, ultimately hurting refiners
and consumers and costing Texas jobs. My company, Canary, LLC, which maintains
oilfield service operations in Houston, Odessa, Crystal City, and Falfurrias would be one
of many adversely affected.
It’s little wonder, then, that the Texas Oil & Gas Association has come out strongly
against production limits. “Recent suggestions that Texas should impose mandatory
limits on the production of oil and gas in the state in an effort to stabilize the current
market turmoil will likely result in other producers replacing curtailed Texas volumes.”
the association said in a statement.8 “TXOGA members remain committed to
4

https://www.forbes.com/sites/daneberhart/2020/03/23/economic-crisis-is-no-reason-to-push-bad-policy-o
n-the-oil-sector/#54bcc6e812dd
5
https://www.forbes.com/sites/daneberhart/2020/03/23/economic-crisis-is-no-reason-to-push-bad-policy-o
n-the-oil-sector/?_sm_au_=iVVnH0P6F6qs8vq701TfKK3Qv3fc4#42d3dc612dd7
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https://www.wsj.com/articles/pain-in-the-oil-patch-11585697357
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https://www.forbes.com/sites/daneberhart/2020/03/23/economic-crisis-is-no-reason-to-push-bad-policy-o
n-the-oil-sector/?_sm_au_=iVVnH0P6F6qs8vq701TfKK3Qv3fc4#42d3dc612dd7
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https://www.txoga.org/txoga-statement-on-proration/
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free-market solutions.” That’s the very industry the Commission regulates telling it to
stay the course.
I have no doubt that Commissioner Ryan Sitton and others advocating for production
limits have good intentions and want to help stem the current market turmoil.
However, I suggest that the Commission take a different approach: trust in Texas. We
should not let this short-term time of difficulty, create long-term problems. We should
place our faith in the free market. That’s what Adam Smith would do.

Regards,

Dan K. Eberhart
CEO
303.309.1185
deberhart@canaryUSA.com
Enclosure:
https://www.forbes.com/sites/daneberhart/2020/03/23/economic-crisis-is-no-reason-to-p
ush-bad-policy-on-the-oil-sector/#54bcc6e812dd
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Economic Crisis Is No Reason To
Push Bad Policy On The Oil Sector
Dan Eberhart Contributor
Energy
Dan Eberhart is CEO of Canary, LLC.

The growing Covid-19 crisis is going to have a significant impact across every sector of
the economy, including the oil sector. Government officials shouldn’t use a crisis to
promote bad policy ideas, though.
That is what’s happening in Texas where Ryan Sitton, one of three members of the
Railroad Commission of Texas, which regulates the state’s oil industry, has called for
Texas to impose production limits, a drastic move that hasn’t been employed since
1973.
The Commission appears to be taking the possibility of ordering oil production cuts
seriously. Commissioner Sitton has even been invited to address OPEC at its June
meeting in Vienna.
Why cut Texas oil production? Sitton is concerned, as many are, about Russia’s
decision to break ties with Saudi Arabia and that country’s decision to maximize its
own oil output. Saudi Arabia’s move has sent oil prices into a nosedive, recently
reaching their lowest level since the 1991 Gulf War.
Today In: Energy

Sitton isn’t the only one hitting the panic button about oil prices. In Washington, D.C.,
Senators Jim Inhofe of Oklahoma and Roger Wicker of Mississippi are leading a push
to impose new tariffs on Saudi oil imports.

To be sure, oil prices in the $20 range are bad news for domestic producers. But no
one wins if we limit American oil production or plunge ourselves into a price war. The
better solution? Stay the course and trust in America’s vast supplies to dominate the
market.
The United States is now the world’s largest oil producer, responsible for about 40
percent of global oil production. That dominance is only going to grow as an oil
discovery in West Texas will provide between 46 billion and 230 billion barrels of new
oil. This new find, the largest in history, will keep the United States on the path to
dominate oil markets and add to an industry that employs more than 360,000 people
in Texas alone.
The oil industry largely opposes Sitton’s proposal, as well as congressional calls for
tariffs. The reason? While the Russia-Saudi oil war is creating problems in the short
term, the long-term outlook for the U.S. oil industry is robust. Moreover, the oil
industry has, for decades, demonstrated its ability to weather uncertain markets
without resorting to trying to manage the market.
Thankfully, the message from Railroad Commission Chairman Wayne Christian last
week was that the state should stay the current course. He noted that Texas doesn’t
operate in a vacuum and that curtailment of production in Texas is no guarantee that
other nations or states would follow suit. The chairman pointed out that free-market
principles are the best approach and that lawmakers should avoid tariffs or
production limits to support prices artificially.
The United States has a long history of championing free markets, one reason the
American oil industry is globally competitive. Cutting back American oil production
or imposing tariffs would ultimately hurt U.S. refiners and consumers and cost jobs in
places like Texas. Production quotas in Texas would hurt the state’s most efficient
producers, raise prices for customers, and make it more difficult for the U.S. to
criticize OPEC in the future.
The reality is that America’s new oil dominance has threatened the oil powers of the

past, including Russia and Saudi Arabia. It’s a significant reason why they decided to
flood the market with oil right now. By doing so, they hope to put a dagger in the heart
of American shale producers and challenge the new paradigm of U.S. oil leadership. If
we give in to bullying by these nations by cutting our oil production, we send the
signal that they are winning the price war.
We won’t help the oil industry rebound by trying to game the market. These are tough
times, but hasty policy decisions will only make them worse. We should be trying to
grow America's share of the global market rather than shrinking it. Protectionist trade
measures aren’t the answer either.
The winning path is to face this challenge head-on, trusting the fundamentals of an
American oil market poised for growing production. Hasty reactions, including
import tariffs and production cuts, only create collateral damage for U.S. companies
and consumers.
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From: Dana Long
Email: dmlong63@yahoo.com
Phone: 0000000000
In the wake of the collapse of oil prices, I support prioritizing production cuts for oil companies with the worst records of
excessive flaring at drilling sites. This is a waste of resources and harmful to our climate. I want to see a plan to downsize
the production of oil and gas throughout the next decade and manage the just transition to a cleaner economy for
Texas.
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Please consider an immediate reduction in the allowables. A 30% reduction could stabilize prices.
The precious resources of the State of Texas are being sold at “fire sale“ prices. The current situation will have a
long term impact on employment and the revenues available to the State.
David Spivey
Sent from my iPhone
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Please, no production quotas. we need less government and government regulations. If you implement quotas Russia
and Saudi Arabia/Opec win.
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April 8, 2020

VIA EMAIL: RRCconference@rrc.texas.~ov
Chairman Wayne Christian
Commissioner Christi Craddick
Commissioner Ryan Sitton
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711

RE:

DOCKET NO. OG-20-00003167; IN RE: MOTION FOR COMMISSION CALLED HEARING ON THE
VERIFIED COMPLAINT OF PIONEER NATURAL RESOURCES U.S.A. INC. AND PARSLEY ENERGY
INC. TO DETERMINE REASONABLE MARKET DEMAND FOR OIL IN THE STATE OF TEXAS

Dear Chairman Christian, Commissioner Craddick and Commissioner Sitton:
Thank you for the opportunity to provide written comments addressing the complaint
referenced above. Devon respectfully asks the Commission to reject the applicants' request to
determine reasonable market demand for oil in Texas.
Devon Energy Corporation is a leading independent oil and natural gas exploration and
production company with operations focused onshore in the United States. Devon produces
approximately 140,000 barrels of oil, 575 million cubic feet of natural gas and 80,000 barrels of
natural gas liquids per day. Devon is proud to say that our position in Texas is one of the
company's core assets, accounting for approximately 85,000 BOE per day of the company's total
daily net production.
The U.S. and world economies are currently being devastated by the health and economic
impacts of the global Covid-19 virus pandemic, which has led to an unprecedented reduction in
global demand for oil. Although the current imbalance in supply and demand is primarily a
function ofpandemic-driven demand destruction, oil producers are also grappling with an
increase in supply as a result of the Russian vs Saudi oil price war. A small number of Devon's
peer companies contend that, considering these developments, government intervention by the
Railroad Commission of Texas is warranted to help balance global supply and demand. While
Devon believes that strong and decisive action will be required of U.S. producers in the face of
this unprecedented situation, Devon does not support government intervention via production
proration.
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Each producer in the State of Texas is faced with its own unique set of circumstances and
considerations to evaluate when gauging the most appropriate path forward in the current
environment. Production curtailments, well shut-ins, capital expenditure cuts and drilling
project cessations are all among options that the industry is already exercising and will continue
to utilize. Determining exactly which actions are most appropriate should be left to the
individual company, not handed down via blanket government mandate.
Capital expenditure cuts are one of the most visible examples of industry taking initiative to
respond to current market conditions. Since the beginning of 2020, producers have announced
dramatic capital expenditure cuts totaling approximately $50 billion, a number that is expected
to grow even larger as the year progresses resulting in significant reductions in oil and gas
production. Although Devon possesses an enviable balance sheet and nearly $5 billion of
liquidity, Devon has taken prudent and decisive action by reducing its capital expenditure
budget by approximately 45 percent, one of the largest decreases among our peer group.
The oil and gas industry relies on stable regulatory and governmental policies when making
capital decisions. This is even more important during this challenging time. Any action by the
Commission to intervene in markets could prove more harmful in the long run by introducing an
additional level of investment uncertainty. Therefore, Devon respectfully requests that you
deny the applicants' request to determine reasonable market demand.
Thank you for your consideration and your service to Texas and the country.

Sincerely,

~~~-~'t~
Dave Hager
Chief Executive Officer
Devon Energy

Ed Hirs
BDO Natural Resources Fellow
University of Houston Energy Fellow
4265 San Felipe, Suite 1100
Houston, Texas 77027
713-961-9661
April 6, 2020
IN RE: MOTION FOR COMMISSION CALLED HEARING ON THE VERIFIED COMPLAINT OF PIONEER
NATURAL RESOURCES U.S.A. INC. AND PARSLEY ENERGY INC. TO DETERMINE REASONABLE MARKET
DEMAND FOR OIL IN THE STATE OF TEXAS
Testimony of Edward A. Hirs III before the Railroad Commission of Texas
Chairman Christian, Commissioner Craddick, Commissioner Sitton, ladies and gentlemen, thank you.
My testimony is mine alone and does not represent views on this matter held by BDO USA, LLP or the
University of Houston.
I will address the matter at hand: whether the Railroad Commission of Texas should unilaterally restrict
Texas oil production by using its power to impose proration.
The short answer is no. Here’s why.
On January 1, 2020, the price for Texas crude was roughly $60 per barrel. Now it is close to $20. The
precipitous drop is primarily due to two factors: an increase in supply due to a foreign price war, and
decreased world demand (from 100 million barrels per day to 80 million) resulting largely from the
current coronavirus pandemic.
Oil is a relatively fungible commodity, and one that can be shipped worldwide, so competition in the
market is global. Because the U. S. oil market is a free market with imports and exports, Texas oil
producers compete with oil producers everywhere.
Texas produced approximately 3.9 million barrels of oil and condensate per day in January 2020
(according to recent Railroad Commission data). This is roughly five percent of current global demand.
Reducing production in Texas would not bring supply and demand anywhere near the balance they
enjoyed at the beginning of the year, so instituting proration would do nothing to raise the price of
Texas oil.
Any producer can choose to shut-in production. At the current low prices, all but the most desperate
high cost producers will stay out of the market and wait for prices to recover. Proration cannot help
them, but proration will hurt low cost producers who can still produce profitably and want positive cash
flow now.
The solution is to let oil producers and oil consumers reach a market equilibrium without government
intervention. The well-known cure for low oil prices is low oil prices.

EDWARDS ENERGY CONSULTANTS

Phone: 281-392-2444

William R. Edwards

1660 Katy Gap Rd
Suite 14103
Katy, Texas 77494

President

E-mail: wre@texven.com

Railroad Commission of Texas via virtual conference, on Tuesday, April 14, 2020
Questions for the Commission.
When the commission was regulating Texas production fifty years ago, the process began with the
industry providing expected demand numbers to the commission. The commission then matched
allowable production with expected demand. As the industry considers a process to deal with the
current oversupply of production, does the commission have expected demand numbers as a target for
reduction?
The oversupply problem that the commission is addressing is not just a Texas oversupply, it is a global
surplus. Who will provide the numbers for the global oversupply to the commission? And will the
numbers extend the time period to anticipate a reduction, going forward, for the needed continuing
reduction from Texas?
During the successful implementation of pro-rationing that ended fifty years ago, the price of crude was
dictated by the refinery purchasers of oil through a posted price system, predominately led by the major
international oil companies. Is it expected that the industry will restore a posted price or will it continue
to utilize the regulated futures market, with its random and highly volatile swings based only on
speculative fervor, to determine the price of crude?
The current oversupply is composed of two major elements: 1) The long-term buildup of productive
capacity encouraged by prices being too high and thereby inappropriately encouraging the creation of
too much productive capacity on a global basis. 2) A short-term abrupt and severe demand destruction
by the COVID-19 virus. Each element needs to be addressed, but the actions required for one is distinct
and different from the other. Is the commission dealing with these elements as separate and distinct
challenges?
Prior to 1970 the global petroleum industry was managed with stability by the dual actions of the Texas
Railroad Commission’s quantity control (pro-rationing) and the major oil companies price control
(posted crude prices). OPEC took over the job after 1970 with the result that price volatility soared from
a range of pennies to a range of more than 1500%. OPEC adopts oil futures contract prices as their oil
price and allows the resulting, highly variable price to set production expectations and shut-ins. The
result has been a thirty-year cycle of prices moving from unreasonably low prices to unreasonably high
prices during the thirty-year swing. We are now on the downside of the most recent overpricing foray
that began after the year 2000 and produced expectations, going forward of prices above $100/B

forever. The average price over this fifty-year period is between $30 and 40/B. Has the commission
defined the price level that will allow productive capacity installation to match the expected demand
levels that would be created at that price level?
Has the commission decided upon the mechanism for implementing the selected price level?
One popular misconception is that short-term supply/demand imbalances or inventory swings
determine the daily price of crude. Either simple logic or a cursory look at the data prove this popular
belief to be invalid and in fact, impossible. From the logical standpoint, how can numbers, such as
inventory levels, that will not be available for many months, determine today’s decisions on the price for
today’s cargo nomination for May loading (also the futures price basis)? That is impossible.
For a cursory but instructive look at the data, the following chart of historical data for a similar demandfalling period obliterates the idea that the price move resulted from an inventory or demand change.
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Price is the starting point. And that price is selected by the controlling elements of the industry. That
selection can be intelligently based, or randomly based. Futures-based pricing, OPEC’s current method,
is randomly based.

Company Guidance - as of April 7, 2020
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April 8, 2020
The Honorable Wayne Christian
The Honorable Christi Craddick
The Honorable Ryan Sitton
Railroad Commission of Texas
P.O. Box 12967
Austin, Texas 78711-2967
RE: Verified complaint of Pioneer Natural Resources U.S.A. Inc. and Parsley Energy Inc to determine
reasonable market demand for oil in the state of Texas
Dear Chairman Christian and Commissioners Craddick and Sitton,
In response to your request for comment, we, the undersigned, encourage you to curtail oil production in
the wake of the collapse of oil prices. We ask you to prioritize production cuts for producers and fields
with the worst records of excessive flaring, and to develop a plan to ratchet down production of oil
throughout the next decade.
As the complainants note, we are simultaneously experiencing both a “massive surge in the supply of oil”
and “precipitous decline in oil demand.” This imbalance is creating a glut of unneeded oil; production in
excess of reasonable market demand, defined in TNRC §85.046(10) as “waste.” When the the Railroad
Commission of Texas (RRC) “finds wasteful production is occurring or is imminent, the Commission is
compelled by TNRC §§85.042(b) and 85.051 to issue such rules or orders as are necessary “to correct,
prevent or lessen the waste.”1
Unfortunately, excess production is not the only waste currently fouling the Texas oil market. The
dramatic increase in routine flaring and venting of natural gas also wastes valuable natural resources by
pumping Texas’s energy reserves into the air.
The RRC has a legal obligation to prevent such waste. Historically, the RRC had a multi-decade long
practice of strongly enforcing Statewide Rule 322 and fighting flaring. But in the past seven years, the
Commission has granted more than 27,000 flaring permits.3 As you have previously stated, Chairman
Christian, in approving such flaring exemptions, the RRC creates an “incentive to flare out of
convenience and economics rather than necessity.” According to a report written by Commissioner Sitton,
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“Texas oil and gas operators’ total flare volumes were in the 650,000 Mcf/d range in 2018.”4 Satellite data
show flaring volumes far greater.5 This is a waste of resources and is illegal.
Continuing to allow routine flaring is an abdication of duty by the RRC that has led to gross waste of
natural resources as well as serious harm to the environment. Flaring emits dangerous air pollutants, from
soot and formaldehyde to volatile organic compounds (VOCs) and nitrogen oxides. When nitrogen oxides
combine with VOCs in the sun, they form clouds of smog and ground-level ozone that pollute our
communities. According to Texas A&M researchers,6 flaring in the Permian Basin contributes as much
smog-forming nitrogen oxide pollution as nearly three mid-size coal-fired power plants in Texas every
year.
Smog and air pollution hurt our communities. Of all United States counties, seven of the top ten most at
risk for asthma attacks are in the Permian Basin.7 The Texas Commission on Environmental Quality
(TCEQ) itself noted that air pollution from sulfur dioxide - a known trigger for coughing, shortness of
breath, and wheezing8 - repeatedly exceeds safe levels in Texas’ Permian Basin.9 The state of Texas and
the RRC have a duty to make sure our kids can safely play outside without increasing their risk for
respiratory disease.
Finally, in order to limit the worst effects of the climate crisis, we recognize that Texas must dramatically
reduce production of oil and gas. The National Climate Assessment, released in 2017, found that climate
change, resulting primarily from the burning of fossil fuels, will flood up to $20.9 billion in property
along Texas’ coast by 2030, and result in an additional 1,300 deaths in Texas per year by the end of the
century.10 Science tells us that the United States must aim to virtually eliminate carbon pollution by 2050
if we are to prevent the worst impacts of global warming.11
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Oil and gas are now the largest contributors to greenhouse gas emissions in the United States.12 We
recognize weaning ourselves off oil will be a huge and complicated endeavor, but it can be done with the
clean energy technology and know-how we have today and with proper planning. We encourage the RRC
to develop a plan for an orderly exit from a dependence on oil and gas for state revenue and economic
activity.
Such a plan could help avoid Texas’ experience with the decline in the use of coal for electricity. Without
transition planning for the decline of coal-fired plants, the economies in communities such as Rockdale
that relied on lignite mining or communities where coal-burning power plants have closed have been
crippled. Instead, Texas could have eased the economic and social devastation with retraining and
transition planning.
As noted by the complainants, the RRC “has long possessed the authority to prorate oil production in
Texas based on market demand in order to prevent economic and physical waste.” Waste from excess
production and excessive flaring not only squanders natural resources but also puts our communities at
risk.
Specifically we recommend that waste from excessive flaring be used as a metric for allocating
production -- this fulfills the commission’s charge to reduce waste, protects natural resources and the
environment, and safeguards personal and community safety.13 Because flaring specifically endangers our
health and our environment, prioritizing curtailment to companies and fields with the worst rates of
flaring, reduces wasteful production while reducing threats to public health from flaring and sets the stage
for Texas to become a leader in combating climate change. Commissioner Sitton’s report identifying the
worst offenders of flaring can be used to help allocate production cuts.
The extraordinary circumstances of our current moment require strong action from the RRC. We strongly
urge you to curtail oil production, prorating cuts to companies with the worst rates of flaring. Such a step
will help stabilize the market, significantly reduce the damage from flaring, and manage an orderly
decline of oil production in Texas.
Sincerely,
Luke Metzger
Executive Director
Environment Texas
200 East 30th Street
Austin, TX 78705
(512) 479-0388
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Comments to Railroad Commission of Texas
Regarding April 14, 2020 Hearing on the Verified Complaint of Pioneer Natural Resources
U.S.A. Inc. and Parsley Energy Inc. to Determine Reasonable Market Demand for Oil in
the State of Texas
by A. Scott Anderson, on behalf of Environmental Defense Fund
April 8, 2020
When the Railroad Commission first began to prorate oil, the initial results were disastrous –
though not because it was a bad idea. On May 1, 1931, an allowable was set for the East Texas
Field of 70,000 barrels per day. Production instead increased to 150,000 barrels per day. When
the allowable was raised to 90,000, production hit 300,000. The next allowable of 160,000
barrels yielded 400,000 barrels a day of production. See LAWRENCE GOODWYN, TEXAS OIL,
AMERICAN DREAMS 38 (Texas State Historical Association 1996).
The Commission, the courts and the Legislature soon developed a system that was
enforceable, generally considered fair, and upheld by both state and federal courts. It is called
market demand proration. A new statute, adopted in 1932 in a special session called by
Governor Ross Sterling, gave the Railroad Commission the power and duty to prorate oil to
market demand.
It is important to keep in mind what market demand proration is and what it is not. It is not an
effort to prop up prices by restricting production until prices reach a desired level. That has
never been held to be within the Commission’s authority. Market demand proration is more
sophisticated. Done properly, this form of proration protects correlative rights and prevents
waste while supporting the efficient functioning of a competitive market. Simply put, the
Commission determines the reasonable market demand on a monthly basis, assuring that the
state’s production does not exceed this market demand (which under the statutes would
constitute waste), and allocates the total allowed production to individual wells in a manner that
prevents the waste of resources and protects private property rights.
The Commission learned to operate this system in accordance with the 1932 statute, adjusting
the total state allowable up and down in response to market fluctuations, and carefully allocating
allowables in a way that prevented waste and protected correlative rights. Supply and demand
came into balance and industry developed and prospered.
Market demand oil proration made sense when the industry had surplus producing capacity.
When surplus capacity disappeared, market demand proration stopped making sense.
The end of surplus producing capacity became apparent in 1970. Former Railroad
Commissioner Bill Murray, serving as President of TIPRO, stated publicly that “there is
essentially no net spare efficient producing capacity in this entire nation.” GOODWYN at 111.
After running some experiments to test the system, the Commission became convinced that the
state had little spare capacity, as opposed to the two million barrels a day of shut-in capacity
long assumed. In March 1972 it set allowables at 100%. Total daily production went up by only
a few thousand barrels. Market demand proration came to an end. See GOODWYN at 112.
Now things have changed again, and the situation today is more like the 1930s than the 1970s.
Texas can produce as much as 13 million barrels of oil per day. Some countries are intentionally
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flooding the world market with oil to destabilize the competition and gain market share. Demand
has collapsed with unprecedented speed and on an unprecedented scale. Transport capacity
struggles to keep up. Storage capacity is said to be running out.
It is reasonable for the Commission to consider whether to reinstitute market demand proration
to operate in conjunction with a modified allowable allocation process.

If the Commissioners decide the answer is yes, Environmental Defense Fund has three
recommendations:
(1) Set total allowables at market demand – neither above nor below, but at the amount of
oil Texas producers would produce in an economically efficient market.
(2) Allocate allowables among wells in a way that prevents waste and protects correlative
rights. The Commission’s legal authority rests on this bedrock oil and gas jurisdiction.
(3) Consider the multiple ways in which allocation can either do a good job of preventing
waste and protecting correlative rights or a bad job.
• For some fields, and perhaps wells, allowables will need to be adjusted to
maximum efficient rates in order to assure full ultimate recovery.
• Consideration must be given to assuring marginal wells are not unduly
impacted and to providing capacity allowables as appropriate to EOR fields.
• Oil proration must be designed to help reduce natural gas flaring. It is the
most obvious waste occurring in Texas today. It damages correlative rights,
especially the rights of royalty owners and mineral owners. It is terrible for the
environment. Tolerating it is not good for the Commission’s reputation. The
Commission has the legal power to and should use allocation to create
incentives to reduce flaring.
The present moment is every bit as historic as those the Commission faced in 1931 – 1932,
when proration began, and in 1972, when it for good reason discontinued the practice.
EDF appreciates the Commission’s interest in these issues. We respectfully make two requests.
First, the opportunity to sit down with the Commission’s technical staff and examine the
available data on flaring. Second, an invitation to speak at the April 14 webcast meeting.

Respectfully,

_______________
A. Scott Anderson, Senior Policy Director, Energy Program, Environmental Defense Fund
301 Congress Avenue, Suite 1300
Austin, Texas 78701
(512) 691-3410
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April 7, 2020

VIA EMAIL
Chairman Wayne Christian
Commissioner Christi Craddick
Commissioner Ryan Sitton
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711
RRCconference@rrc.texas.gov
Re: Motion for Commission Called Hearing on the Verified Complaint of Pioneer Natural
Resources U.S.A. Inc. and Parsley Energy Inc. to Determine Reasonable Market Demand
for Oil in the State of Texas.
Dear Chairman Christian, Commissioner Craddick, and Commissioner Sitton:
EOG Resources, Inc. (“EOG”) appreciates the opportunity to file written comments in this
important proceeding and urges the Commission not to impose unilateral, government-mandated
oil prorationing in Texas. EOG is the second-largest oil producer in Texas, and has approximately
1,900 employees across the state.
The global oil industry is experiencing an unprecedented market imbalance as a predatory
price war launched by Russia and Saudi Arabia has increased supply and driven down prices at
the same time that the COVID-19 pandemic is driving down demand. The threat to Texas and the
rest of the country—in the form of lost jobs and reduced revenues that fund schools, roads, and
other social services—is real and requires swift action. However, unilateral prorationing of Texas
oil production by the Texas Railroad Commission is not the answer.
Unilateral production limits by the Texas Railroad Commission will not affect production
from other areas of the U.S., including production from other states, including North Dakota,
Louisiana, New Mexico and Oklahoma. The unchecked production from these states, and the rest
of the nation, would disadvantage curtailed Texas producers. While the stated goal is to help
rebalance the broader market, prorationing by the Texas Railroad Commission would merely
disadvantage Texas independent producers with little to no chance of meaningfully impacting
global commodity markets.

Instead, we urge the Commission to continue to encourage the federal government to
implement measures, such as trade remedies, that address supply and demand issues globally and
across the entire country, not just in one state.
The oil and gas industry is already responding to the extreme supply and demand imbalance
as evidenced by a falling rig count and lower production forecasts. Prorationing by the Texas
Railroad Commission would not address the broader macroeconomic issues and any remedies are
best left to a consistent, federal level response to this crisis in our industry. It has been nearly half
a century since the Texas Railroad Commission last implemented prorationing. As Chairman
Christian recently stated, today’s Commission has neither the staff nor the tools and procedures to
design, implement, and enforce a fair and efficient prorationing program on short notice.
EOG applauds the Texas Railroad Commission for recognizing the seriousness of the
situation that confronts the entire Texas oil industry and appreciates the Commission’s decision to
solicit comments from industry participants. EOG opposes any calls for prorationing of oil
production in Texas. We believe it would not offer any practical solution to address the current
market conditions. Instead, we urge the Commission to continue working with the federal
government toward a broad, international solution and continue to support an industry very vital
to our great state.

Sincerely,

William R. Thomas
EOG Resources, Inc.
Chairman & CEO

From:
To:
Cc:
Subject:
Date:

Haley Cochran
Travis McCormick; Jeremy Hagen; Bill Black; Jason Modglin; Jared Craighead; Bryan Preston; Wei Wang; Alex
Schoch; Danny Sorrells
Kellie Martinec
FW: Limit oil production and manage the transition to a clean economy
Wednesday, April 8, 2020 5:59:00 AM

From: Erin Cantu <Erin.Cantu.39933021@p2a.co>
Sent: Tuesday, April 7, 2020 6:34 PM
To: RRC Conference <RRCConference@rrc.texas.gov>
Subject: Limit oil production and manage the transition to a clean economy

CAUTION: This email originated from outside of the Railroad Commission of Texas. Do
NOT click links or open attachments from unknown sources without first confirming the
message is legitimate. If you believe this to be a 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 Comments Clerk Texas Railroad Commission,
In the wake of the collapse of oil prices, I support prioritizing production cuts for oil companies with
the worst records of excessive flaring at drilling sites. This is a waste of resources and harmful to our
climate.
I want to see a plan to downsize the production of oil and gas throughout the next decade and
manage the just transition to a cleaner economy for Texas.
Regards,
Erin Cantu
310 Florida St
San Antonio, TX 78210

Eugene L. Ames, Jr.
P. O. Box 160168
San Antonio, Texas 78280

April 6, 2020
Via Email
Docket Services
Hearings Division
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711
Hearingsdivision.efile@rrc.texas.gov
Re:

Oil & Gas Docket No. OG-20-00003167; To Consider the Motion for
Commission Called Hearing on the Verified Complaint of Pioneer Natural
Resources U.S.A. Inc. (665748) and Parsley Energy Inc. (642652) to Determine
Reasonable Market Demand for Oil in the State of Texas

Dear Chairman Christian, Commissioner Craddick, and Commissioner Sitton:
I write this letter to respectfully urge the Railroad Commission to exercise its authority to
prorate oil production for the month of May to meet reasonable market demand.
The Texas oil industry has been an engine for economic growth and a pillar of national security
in the United States. Last year, the industry employed 361,000 Texans, 40% of all oil and gas jobs
in the United States. Additionally, Texas produces over five million of barrels of oil per day,
providing a reliable and efficient source of energy that has made the United States secure in its
energy supply.
Today, the Texas oil industry faces an unprecedented challenge, two unexpected, massive and
opposite shocks. The first, the outbreak of the global COVID-19 pandemic, which has decimated
global oil demand, and, the second, a production dispute between Saudi Arabia and Russia, which
has resulted in a massive surge in the supply of oil. Now the global market is being flooded with
surplus oil, which threatens to overwhelm global storage facilities, and lead to oil prices of less
than $10 per barrel. The Texas oil industry is gravely threatened and faces widespread collapse.
In this environment, the Texas oil industry looks to the Railroad Commission to provide the
policy and regulatory leadership to help stabilize current conditions. The Railroad Commission
has been entrusted by the people of Texas to conserve the state’s natural resources through the
prevention of waste. The Texas Natural Resources Code specifically includes production above
reasonable market demand as waste and instructs the Railroad Commission to issue an order or
rule to eliminate this waste. It is clear that with the global upsurge in production and the collapse
in demand, production now exceeds reasonable market demand. It is precisely at this time of

global crisis that the Railroad Commission must take leadership to show its commitment to the
prevention of waste and to fulfill its duties to the people of Texas.
I respectfully urge the Railroad Commission to issue a temporary proration order reducing
production throughout Texas by 20%. I believe this limited action will provide the regulatory
response that Texas oil producers need now. A temporary proration order from the Railroad
Commission is a necessary step to combat current global conditions, which do not reflect a rational,
free market. In order to protect the economic strength and security of Texas and the United States,
the Railroad Commission must utilize its statutory authority to provide needed stability to the oil
industry, related industries, and their employees.
I am a Petroleum Geologist and Independent Wildcatter, and owner of Venus Oil Company,
formerly an Operator and Non-Operating owner of interests in more than one thousand oil and gas
wells. I am also a Past Chairman of both the Texas Oil and Gas Association and the Independent
Petroleum Association of America, although the opinions and recommendations expressed in this
letter are solely my personal opinions and recommendations which should not be construed as
representing the opinions or recommendations of either of said Trade Associations.

Respectfully submitted,

________________________________
Eugene L. Ames, Jr.
Independent Wildcatter
Former Chairman, Independent Petroleum Association of America
Former Chairman, Texas Oil and Gas Association

ELA, Jr./dak
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CERTIFICATE OF SERVICE
I hereby certify that a true and correct copy of the foregoing was served via email on the
6th day of April, 2020.

Chairman Wayne Christian
Commissioner Ryan Sitton
Commissioner Christi Craddick
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711

Brian Sullivan
Kelli Kenney
Lee Banse
MCELROY, SULLIVAN, MILLER & WEBER, L.P.
P.O. Box 12127
Austin, Texas 78711
bsullivan@msmtx.com
kkenney@msmtx.com
lbanse@msmtx.com

c/o Callie Farrar, Commission Secretary
Callie.Farrar@rrc.texas.gov
Alex Schoch
General Counsel
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711
Alex.Schoch@rrc.texas.gov

Mark Hanna
Doug Dashiell
Davin McGinnis
SCOTT DOUGLASS & MCCONNICO LLP
303 Colorado Street, Suite 2400
Austin, TX 78701
mhanna@scottdoug.com
ddashiell@scottdoug.com
dmcginnis@scottdoug.com

Scott Sheffield
Pioneer Natural Res. USA, Inc.
777 Hidden Ridge
Irving, TX 75038
Scott.Sheffield@pxd.com
Matt Gallagher
Parsley Energy Operations, LLC
303 Colorado Ste 3000
Austin, TX 78701
mgallagher@parsleyenergy.com

__________________________________
EUGENE L. AMES, JR.
P. O. BOX 160618
SAN ANTONIO, TX 78280
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April 8, 2020

VIA EMAIL
Chainnan Wayne Christian
Commissioner Christi Craddick
Commissioner Ryan Sitton
Railroad Commission of Texas
1701 North Congress A venue
Austin, TX 78711
c/o Callie Farrar, Commission Secretary
Callie.Earrar@rrc.texas. gov
Re:

Motion Requesting a Market Demand Hearing and Order by Pioneer Natural
Resouces USA Inc. and Parsley Energy Inc.

Dear Chainnan Christian and Commissioners Craddick and Sitton:
This letter is being sent in full support of the above referenced Motion filed by Pioneer Natural
Resources U.S.A. Inc., and Parsley Energy, Inc.
As a mineral and royalty owner in the State of Texas, we recognize the unprecedented health and
economic crisis we are facing. Domestic oil markets are oversupplied, storage capacity is
maximized, and demand has deteriorated as a result of foreign oil producers are competing for
market share by flooding the international markets with excess production. The revenue losses we
have experienced due to this crisis are severe and we must take action to protect our reserves from
wasteful production. Additionally, U.S. national security, our industry, and our domestic
consumers must also be protected from foreign producers attempting to control, and hann our
interests.
Mineral and royalty owners in Texas are dependent upon the exploration and production
companies to develop and produce our assets. We applaud their leadership, and support their
efforts to protect our shared interests, as we could not succeed without them.
We respectfully ask the commissioners to partner with Texas mineral and royalty owners, protect
U.S. national security, the domestic oil and gas industry, and domestic consumers by supporting
the Motion.
Best regards,

Fulcrum Oil & Gas, LLC.

Guy Caruso
4526 Banff Street
Annandale, VA 22003
Phone: (703) 402 0944
Email caruso555@aol.com
April 8, 2020
Representing: Myself
To the Railroad Commission of Texas:
Re: Motion for Commission Called Hearing on the Verified Complaint of Pioneer Natural
Resources U.S.A. Inc. and Parsley Energy Inc. to Determine Reasonable Market Demand for Oil
in the State of Texas
Dear Commissioners:
The ongoing price war between Saudi and Russian oil producers has introduced fresh volatility
to the global oil market, further beleaguered by demand shocks from the COVID-19 pandemic.
This price war has drawn hasty policy prescriptions from certain Texas regulators. Specifically,
in a Bloomberg column Commissioner Ryan Sitton advocated for mandatory production cuts for
Texas producers to abate market volatility. Several U.S senators have also called for market
intervention remedies in the form of trade restrictions.
In the face of adversity, now is not the time to abandon long held free market principles and an
effective production strategy in favor of tactics aligned closely with OPEC and Russia.
Historically, quotas are an ineffective prescription that seldom work as a policy tool to improve a
marketplace or protect domestic interests. Instead of engaging in a prolonged price war that will
far outlast the current predicament (think the U.S./China trade war), we should allow America’s
oil producers to weather the storm and trust powerful realities; namely, superior reserves and
advances upstream technology applications, and refining and export capacities that have afforded
the U.S. a leadership position in the global oil market. Recent market developments have led the
U.S. to become a net oil exporter.
Production restrictions threaten the US dominant position that the industry has built through
technological innovation during the last 20 years. Hampering the efficiencies offered by
hydraulic fracturing, horizontal drilling and other innovations would do nothing to strengthen the
marketplace and will only introduce new costs to operations like wellhead monitoring. In fact,
shale plays in Texas like the Permian and Eagle Ford have led to a rapid increase in U.S. oil
production levels – growing 11% in 2019 and surpassing 12 million barrels per day – in large
part due to our country’s successful tradition of championing free markets and enlightened
regulations.

As a former administrator of the Energy Information Administration, I am keenly aware that the
data supports the case against proration quotas. Government efforts to dictate commodity prices
in the past have frequently backfired in the short run and led to negative unintended
consequences in the mid to long term. Throughout the 1970s natural gas price control programs
created shortages and industry curtailments. This forced a number of Midwest factories to close
in 1976 and 1977. These businesses then missed out on a natural gas oversupply in the 1980s that
also had ill effects for domestic producers.
In response to falling prices, the Alberta, Canada government instituted a mandatory production
cut in late 2018 – similar to the one contemplated in Texas – to bring Western Canadian Select
(WSC) in closer proximity to Western Texas Intermediate (WTI) prices. The measure was
modestly effective before the price differential widened past the disparity that prompted the
initial round of production cuts. Alberta doubled down on their position, increasing the size of
the cut, only to further cheapen WSC prices. By –mid-March of this year WSC prices were a
third of its WTI counterpart. Canadian actions have undoubtedly had negative effects on US
companies and operations.
Any attempt to ration production at the state level would further hurt an industry that supports
361,271 Texas jobs and generates millions in taxes and royalties paid to local governments and
communities. Abandoning our free market principles would be forgetting how we got to our
enviable position in the first place. Further, regulators should be mindful of burdening producers
who will inevitably have to respond flexibly to the volatile market developments as the world
overcomes the economic fallout from COVID-19.
Texas Railroad Commission Chairman Wayne Christian offered wise insights on quota
considerations, noting “First, Texas does not operate in a vacuum. If we prorate our oil, there is
no guarantee other nations, or even states will follow suit,” and that “from a practical standpoint,
the Railroad Commission has not prorated oil in over forty years; we do not have staff at the
agency with experience in this process and our IT capabilities to handle this process are limited
at best.” While Christian’s comments are reassuring, it is important that other officials
understand the importance of the free market on this issue.
Because of the importance of the energy industry to all Americans, I would be happy to discuss
this issue further with the commission or it’s designated representatives.
Regards,
Guy Caruso
Former administrator of the Energy Information Administration

H.R. Stasney & Sons, Ltd.
441 South Second
PO Box 3190
Albany, Texas 76430

TEL: (325)762-3311
Fax: (325)762-3312

Email: lkthomas@stasney.com

April 7, 2020
Chairman Wayne Christian
Commissioner Ryan Sitton
Commissioner Christi Craddick
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711
Via email c/o Callie Farrar, Commission Secretary
Callie.Farrar@rrc.com and others on attached certificate of service
Re: Oil & Gas Docket No. 00-20-00003167; To Consider the Motion for
Commission Called Hearing on the Verified Complaint of Pioneer Natural
Resources U.S.A. Inc. (665748) and Parsley Energy Inc. (642652) to Determine
Reasonable Market Demand for Oil in the State of Texas
Dear Chairman Christian, Commissioner Craddick, and Commissioner Sitton:
I appreciate your care and concern for the men and women that work in the oil
and gas industry and for opportunity to submit this comment on the above motion.
I manage a small company in Shackleford County, Texas that has been in
business for over 75 years. Our company owns surface and mineral interests. We also
own a small oil and gas operating company named Stasney Well Service, LLC.
Last year, one of our gas purchasers started charging us to take our natural gas;
therefore, we curtailed production of those wells. This year, after Saudi decided to dump
oil, daily spot prices in March went below $20/barrel for WTI. Therefore, after the
Comptroller takes his cut and the oil haulers take theirs, our realized price was around
$ 16/barrel not including property taxes! Our lifting and overhead costs are well above
$ 16/barrel; so, we curtailed production immediately. I explained it to my 12-year-old son
this way: If a pizza costs you $4 to make, but you can only sell it for $2, how many
pizzas are you going to make to sell? He immediately answered, “zero.” Smart kid!
My point is that the market has already forced us to curtail and will force other
Texas operators to do the same. No one has to tell us that. Also, even if Texas owned a
controlling share of the world oil market (which it does not); and even if the RRC could
control every oil valve in the state (which it cannot), no one can predict what level of
production would yield the best price for Texas producers in any given month or year.
1

Further, as we have seen with local covid-virus ordinances, limiting sales by certain
businesses turns into a political game of exceptions, exemptions, endless bickering and
attempts by some to skirt the rules. In short, (1) the market forces curtailment; (2) the
Texas RRC cannot predict or control optimal production via proration; (3) the Texas
RRC cannot and should not attempt to enforce curtailment like a police state; and (4),
curtailment was a bad idea and ran its course several years ago.
However, I do believe the RRC can take simple and reasonable measures to help
oil and gas operators keep their head above water. Some of these include the following:
1. The RRC can eliminate waste of resources by eliminating or suspending the
current rules regarding mandatory completion of drilled wells within 100 days and/or
plugging a certain number of shut-in wells each year. While the RRC cannot fix the
operators’ obligations under lease provisions requiring production, the RRC can
eliminate regulatory mandates that require production under the current “produce it or
plug it” rules. This will not end the current worldwide over-supply issue, but it will give
operators a chance to curtail as much production as possible without risking regulatory
punishment by the RRC.
2. The RRC can prevent waste of capital and human resources by suspending H5
testing and/or plugging of shut-in water injection wells. Essentially there is no need to
pressure test wells that passed the last test, are not in use and/or are not a problem.
3. The RRC can also extend the life of drilling and other permits for six months
after the price of oil hits $50/barrel. Again, relaxing regulatory requirements to drill
and/or produce has the net effect of reducing unnecessary and/or wasteful expense and
production.
4.

The RRC can reduce or eliminate fees for the time period mentioned in #3.

I’m sure you and your staff can think of many other ways to help operators conserve
resources and curtail production without proration.

Sincerely,

,an<ce^Tfismas^mmager
:r3tasney & Sons, Ltd. and Stasney Well Service, LLC.
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Comments Submitted to the Railroad Commission of Texas on the Matter of the
Pioneer Natural Resources U.S.A Inc. and Parsley Energy, Inc. request for
determination of reasonable market demand
Submitted by: Tom Sanzillo, Director of Finance, Institute for Energy Economics
and Financial Analysis (IEEFA), 3430 Rocky River Drive, Cleveland, OH 44111,
phone: 518-505-1186
April 7, 2020
My name is Tom Sanzillo, Director of Finance for the Institute for Energy Economics and Financial
Analysis (IEEFA). I write to respond to the request for comment by the Texas Railroad Commission
(RRC)1 on the matter of the verified complaint2 of Pioneer Natural Resources U.S.A. Inc. and Parsley
Energy, Inc. (“the complainants”) to determine reasonable market demand for oil in the State of
Texas.
IEEFA is a non-profit organization which conducts research and analyses on financial and economic
issues related to energy and the environment. The Institute's mission is to accelerate the transition
to a diverse, sustainable and profitable energy economy.
IEEFA supports the general proposition that the RRC should establish production goals for the
industry and companies involved in oil and gas production in Texas. RRC production goals should
be based on the need to establish an orderly process to rationalize the market to meet the shortterm issues outlined by the complainants. The RRC must also acknowledge that the oil and gas
industry is a smaller industry today than in the past and is likely to continue to decline in market
share and profitability for the foreseeable future. To ensure a smoother functioning energy market
that can emerge from the current crisis, to participate in the nation’s economic recovery, and to
address the longstanding issues facing the industry, the RRC must also commit to taking a longterm and persistent regulatory approach to setting production goals for the oil and gas industry.
Short-term actions will prove to be counterproductive to the industry, the economy and to the
people of the State of Texas.
Background
The complainants argue that the RRC is compelled to act, to issue orders and to promulgate rules
when production is in excess of reasonable market demand. Under Texas law, when production is
in excess of demand, the surplus production is deemed to be waste. The RRC is charged with taking
1
2

Railroad Commission of Texas, Current Meeting Notice, published April 2, 2020
Baker Botts, Oil Prorationing in the Spotlight at Texas Railroad Commission, March 31, 2020
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actions to curtail waste and, as the complainants argue, to mitigate industry disruption. The
complainants state that the current market will require companies to cut production (“shut in
wells”) but that for RRC to do so without a uniform set of rules will result in unfairness.
The complainants characterize the current market:
The global oil market is experiencing unprecedented disruption resulting from
simultaneous, opposing shocks to both supply and demand. In particular, two global
phenomena are driving these shocks: a market share war between Russia and Saudi
Arabia, resulting in a sudden, massive surge in the supply of oil; and the outbreak of
the COVID-19 pandemic, resulting in the precipitous decline in oil demand.
Reportedly, Russian leaders specifically aim to cripple U.S. shale oil production in
order to reduce global capacity and competition from U.S. oil exports.
As a result of the sudden and dramatic drop in demand, combined with the rapid
increase in oil supplies from Saudi Arabia, other OPEC countries and Russia, an
unprecedented and massive oil supply surplus (as high as 20 million barrels per day of
oil) already is pouring into the global market. At the current rate, 100 million barrels
of oil per week could be added to inventories during the second quarter of 2020.
The complainants’ argument is supported by two publications written by the leading industry
experts, which are included as exhibits: Light Speed Oil Surplus: Emergency Conditions for the Oil
Industry: Global Crude Oil Markets, Short Term Outlook, by IHS Markit, March 20, 2020 and Rapidan’s
Short-Term Oil Balance Update, by Rapidan Energy Group, March 29, 2020.
Are the complainants characterizing the problem accurately?
Yes and no. It is plain that the coronavirus pandemic has substantially curtailed demand. What is
not made clear in the complaint is that the recent demand shock from the economic fallout over the
virus compounded an already existing long-standing oversupplied market.3 It is also plain that the
current price war between Saudi Arabia and Russia flows from a deterioration in political cohesion
over the historical governing structures of the energy industry, which have been led for the most
part by the Organization of Petroleum Exporting Countries (OPEC).
The cumulative impact of these two factors, when combined with the rise of production in the
United States from unconventional oil and gas drilling (“fracking”), have been leading causes of a
decline in oil and gas prices. Other broader causes related to the changing structure of demand for
oil and gas has also influenced the deterioration of the industry.
None of these factors are of recent origin. The current precipitating events of the coronavirus and
the conflict between Russia and Saudi Arabia simply bring these festering problems into sharp
relief.
•

3
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As summary evidence of the long-term nature of the energy sector’s problems, the RRC
should consider that the oil and gas sector comprised 28% of the Standard & Poor’s Index4

IEA, Oil 2020 – Fuel Report, March 2020
Siblis Research. S&P 500 sector weightings 1979-2019
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in the 1980s. As of March 31, 2020, the oil and gas sector makes up only 2.6% of the S&P
Index.5
As summary evidence of the long-term nature of the energy sector’s problems, the RRC
should consider that for the last ten years the energy sector has underperformed the stock
market. For many years prior the energy sector led the world market. In 2018 and 2019 the
energy sector placed last among all sectors indexed in the S&P 500 and it is likely that this
will continue to be the case in 2020.6
The role of fracking in creating an oversupply of oil and gas in the United States over the last
decade is well known.7 The inability of unconventional producers to establish a successful
business model is also well known.8 The retreat by institutional investors from the fracking
sector is well recognized.9
The oversupply issue is most visible as the industry continues to flare increasing amounts 10
of gas that, although extracted, has no economic value.
The political consensus that once ruled the industry is increasingly fragmented. The
declining significance of OPEC as the focal point for market rationalization reflects the
deterioration in its members’ collective market share and the rise of the role of the U.S. and
Russia11 in the market.
The changing composition of GDP growth from economies that are heavily reliant on fossil
fuels to those less reliant on fossil fuels is apparent. 12
The serious decline in oil prices from the mid-$50s/barrel to below $20/barrel represents a
drop from an already low price to a very low price. Most oil and gas companies, recovering
from the price collapse of 2016, have responded by introducing greater efficiencies and
driving down production costs. Many now contend they can accept lower prices -- in the
$60/barrel range13 – for longer. Most oil and gas companies, however, have not
demonstrated that prices in this range can improve balance sheets and raise investor
confidence. The sector remains an underperformer in the stock market.

One conclusion from these trends is that the economy is now capable of financial growth even if the
fossil fuel sector is not growing.
In response to a question about broad market activity and competition between large U.S. oil
majors and independents in the current environment, Scott Sheffield, CEO of Pioneer Natural
Resources, and a signatory to the complaint that initiated this proceeding, recently said, referring to
the industry “We have no solutions.”14
A more analytical framing of the issue from Daniel Yergin, Vice Chairman of IHS Markit, makes the
depth of the problem clear. Mr. Yergin, responding to a broad discussion of current markets related

S&P 500 Indices
IEEFA, IEEFA update: Oil and Gas Stocks Place Dead Last in 2019 Again, Despite 30% Price Rise, January 9, 2020
7 Wall Street Journal, A Decade in Which Fracking Rocked the Oil World, December 17, 2019
8 Wall Street Journal, Fracking Buzzwords Evolve, From ‘Ramp Up’ to ‘Capital Discipline’, September 9, 2019
9 Reuters, Small U.S. Oil and Gas Companies Get Cold Shoulder from Large Banks, October 28, 2019
10 Reuters, U.S. Old Fields Flared and Vented More Natural Gas Again in 2019: data , February 3, 2020
11 World Bank Group, The Great Plunge in Oil Prices: Causes, Consequences, and Policy Responses, March 2015, see
page 13.
12 McKinsey Quarterly, The Decoupling of GDP and Energy Growth: A CEO Guide, April 2019
13 ExxonMobil, 2020 Investor Day, March 5, 2020
14 CNBC, Pioneer Natural Resources CEO Warns Independent Oil Companies Could Go Bankrupt if Production
Continues Amid Coronavirus, March 26, 2020
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to the coronavirus pandemic, geopolitics and oversupply, said: “…a battle for market share in a
constricting market is not going to get you money.”15
The RRC is being asked to set rules not only in relation to the immediate crisis but against a
backdrop of highly competitive companies in a constricting market, companies that have now
demonstrated that normal systems of market adaptation are likely to continue to create market
dysfunction. This is not a short-term matter.
What will happen if the RRC adopts a short-term system of production goals?
The complainants ask for assistance to reduce production so that surplus oil currently held in
industry storage assets can be consumed. They argue that undisciplined production should not be
allowed to continue. The complainants properly argue that the reduction in production will take
place with or without rules. Without rules, the process is likely to result in serious market
disruption ‒ which the complainants only hint at – including job losses, tax losses and the
destruction of local economies throughout Texas (and beyond).
The plan to restrict supply, rebalance the market and raise prices is remarkably short-sighted. A
recent Goldman Sachs note reflects some of this thinking: “While oil prices are low today and
physical constraints are forcing the behavioral changes, as oil shortages develop once economic
activity normalizes, the high oil prices will likely accelerate the energy transition by constraining
demand.”16
Rising oil prices no longer take place in an environment where oil consumers must simply adapt to
the high prices. Consumers – be they individual households, businesses or nations ‒have choices
that can diminish or sometimes even eliminate reliance on high-priced oil or gas. In fact, it is likely
that rising prices will restrict demand for fossil fuels, diminishing the market for oil and gas, but not
diminishing overall energy use or economic growth. In a constricting market, short-term RRC
production goals may reduce surpluses, but unchecked, will encourage individual companies to
revert to their prior practice of increasing drilling. Short-term price increases will erode market
share and encourage a new round of oversupply and another price collapse.
A similar insight is true for the natural gas market. Assuming medium-term economic disruption
from the coronavirus, the ways in which the economy recovers will be critically important. During
recessions, regulated utilities in the U.S. usually maintain value due to the smoothing effects of rate
agreements between State Public Service Commissions and the utility companies.17
Moody’s has recently pointed out that regulated utilities with midstream assets in the natural gas
sector are more vulnerable to negative credit events due to commodity market fluctuations and
recovery.18 They have also pointed out that merchant generation is subject to greater risk for those
exposed to fossil fuels as compared to renewable energy.19

CNBC, Oil Market is Facing a ‘Triple Whammy’ of Pressures, Oil Expert Daniel Yergin Says, March 9, 2020
Reuters, Oil Views: An Industry game changer, Goldman Sachs, March 30, 2020.
17 Moody’s, Utilities demonstrate credit resilience in the face of coronavirus disruptions, March 18, 2020
(subscription required)
18 Ibid.
19 Moody’s, Outlook changed to stable as coronavirus hits power prices, political intervention rises, April 2, 2020
(subscription required)
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IHS Markit recently underscored the point that fossil fuels will be a less desirable investment
opportunity post-recession for utilities than renewable energy:
“If you look at the returns in the oil and gas sector, they’ve been very poor, let’s say—not
just in the last few weeks but the last few years,” said Atul Arya, senior vice president for
energy at IHS Markit.
“Private capital investment looking for good candidates to invest post-coronavirus will be
examining the relative merits of investing in oil and renewables,” Arya said. “My view is that
the renewables investment will look even more attractive.”20
Recent reports also suggest that industry efforts to bolster profits through greater investment in
petrochemicals are also facing troubling market forces.21
The complainants clearly want oil and gas prices to rise as a way to improve profitability. However,
given the longer-term problems facing the industry, it would take a prolonged rise in prices over a
long period of time, coupled with a positive outlook in most of the sectors served by fossil fuels, to
re-instill investor confidence.
What should be done?
Based on the need to adopt a long-term perspective, we recommend that the RRC adopt production
cuts.
The current low-price environment hurts company profits. The prolonged nature of low prices that
started before both the cornonavirus and the Saudi-Russia price war is unsustainable for oil and gas
companies. The causes of low prices – technological competition, political disarray and oversupply
– are likely to continue.
Market and governmental interventions to raise prices may have an impact in the short term. But as
prices rise, the level of increase will be constrained by competitive pressures from alternative
technologies and other challenges. Price increases are unlikely to reach levels where investors will
be confident of returns.
This price dilemma where neither low prices nor rising prices solve the industry’s financial
problem has an industry-wide impact. Large oil companies that see in this period of industry
distress an opportunity for greater market share pose a particular problem for the RRC.
ExxonMobil for example, is poorly positioned to execute such a strategy. In 2007, the company’s
market capitalization was over $500 billion. The company hit a recent low of $133 billion on March
23, 2020.22 ExxonMobil’s history of strong project execution has failed financially on a series of
projects over the last decade.23 Current efforts by the company to maintain an aggressive capital
spending program have failed to restore investor confidence.24 If the RRC embraces this approach,
it does so at great peril to the oil and gas industry.
20

National Journal, Coronavirus Crisis: Could Fuel Move to Renewable Energy? April 6, 2020
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The cumulative impact of current market forces provides a signal that the RRC leadership can do
something about. The market forces outlined above are indications that the industry will consist of
fewer companies, extract less oil and gas, be highly competitive, produce lower profits, require
greater emphasis on innovation and be less powerful as a political force. The entire industry and
government business model that has evolved in the United States over the last sixty years no longer
functions. It does not produce a profitable environment for oil companies. The industry is
threatened and along with it, market systems of oil and gas allocation and distribution that provide
basic necessities to people and businesses in the U.S. and around the world. The fundamental
conception of reasonable market demand is at stake.
As the oil and gas industry gets smaller over the years, the RRC will have to make some difficult
choices. It can be a bystander, watching the industry contract in what is likely to be a chaotic way,
featuring multiple bankruptcies, stock market disruptions, layoffs and government revenue
problems. These issues pose challenges for the Texas economy and the planning choices for many
local governments that are now dependent on the industry for jobs, taxes and a healthy economy.
Or it can be an active regulator, mandating reductions in extraction apportioned rationally across
the industry according to a time frame that will enable private industry and government actors to
limit their exposure to chaos. IEEFA suggests that RRC should choose to become an active regulator.
A long-term perspective means that this decision cannot simply be designed to address the current
physical oversupply of oil and gas. The RRC must become a forum for a wholesale shift in the role of
the industry as it becomes smaller. This will require more analytical work by the RRC on broader
topics, an upgrade and broadening of staff capacity and a greater presence in Washington and the
marketplace to insure that its decisions on the oil and gas sector in Texas are coordinated with
other oil and gas-producing regions in the nation and globally.
This view of the RRC pushes the bounds of how it sees its role as a regulator of a state economy. The
RRC may currently have inadequate tools for the job at hand, but like the complainants, we believe
it is the only venue available for a discussion of the rationalization of the oil and gas sector in the
U.S. If ever there were a time when leadership must rise to the occasion, this is it.
One final note: IEEFA fully expects this analysis and general recommendations to be rejected by the
oil and gas industry generally. This was the response of the coal industry in the late 2000’s when
similar warnings were issued. The coal industry rejected every effort to redesign its business model
in the wake of significant changes in market conditions. The coal industry never mounted a
successful recovery effort using the outdated business model it had developed with the federal
government over forty years ago. After numerous bankruptcies, a series of failed initiatives, a
rollback of some environmental rules and even the election of a pro-coal President, industry market
share declined from 50% of the U.S. electricity market to 23.5% in 201925. In recent years the
industry’s decline has intensified and shows no signs of abating. The result has been devastating
both for the people who built the industry and for the communities that hosted it.
The RRC has a clear opportunity to rise to an extraordinary challenge and to prevent a similar
trajectory for the oil and gas industry.

25
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Comment to Railroad Commission of Texas
In re: motion for commission called hearing on the verified complaint of Pioneer
Natural Resources U.S.A. Inc. and Parsley Energy Inc. to determine reasonable
market demand for oil in the state of Texas
Submitted on behalf of the Institute for Energy Research
1155 15th Street, NW, Suite 900
Washington, DC 20005
202-621-2946
Kenneth Stein, Policy Director
Dear Chairman Christian, Commission Craddick and Commissioner Sitton:
For the sake of the long-term viability and strength of the Texas domestic oil
production industry, I write on behalf of the Institute for Energy Research, to
express our opposition to any intervention by the Railroad Commission to prorate
oil production. While oil producers face an extraordinary and unprecedented series
of short-term factors at the moment, this cannot be a justification for abandoning
the free market policies that created the domestic production boom in the first
place.
Texas is too small a player. Texas produces about 40% of US oil (5.4 million bpd
for Jan 2020). Estimates of global coronavirus-driven demand destruction range
from 10-30 million bpd for an unknown amount of time. So even if Texas halted all
its production, this would not even cover the demand loss. When in the past
proration was regularly used, Texas was a dominant producer of the world’s oil
supply. It is simply not a useful tool for the current global reality where Texas is just
one of many producers. The double blow of coronavirus demand loss as well as a
supply side price war is certainly painful, but the Railroad Commission should have
the humility to recognize that this historic confluence of factors cannot be fixed by
government regulation.
Proration props up weaker players at the expense of stronger. Some
companies have wells that are cheaper to produce from (whether because of
geology or technology). Some companies are better hedged against lower oil prices.
Some companies have better cash/debt balances. Forcing all producers to prorate
indiscriminately eliminates the benefits of these distinctions. To illustrate:
Company A chose to only operate in acreage that could produce at low prices,
spurning the frantic rush to buy every acre and drill every well. Company B,
arriving late the Permian boom, bought up more marginal acreage that only breaks
even at high prices. Why should the Railroad Commission force Company A to
prorate when through prudent business practices they are in good operational
shape?
1

Proration eliminates incentives for efficiency. What we saw clearly during the
last oil price drop in 2015-2016 is that American producers are champion
innovators. The Saudis assumed that the high reported breakeven price levels for
shale were fixed. But in response to low oil prices, shale operators figured out
cheaper and more efficient ways of developing shale wells. What is needed now is
more of that kind of ingenuity. Any action taken to prorate eliminates those
incentives. If an operator knows that he can only produce a fixed amount set by the
Railroad Commission, then he has less reason to innovate because he would not be
allowed to take advantage of a breakthrough to pump more oil. Similarly, a new
entrant who develops a novel technique or technology that he wants to introduce
would be blocked by Railroad Commission proration limiting his ability to produce.
Proration limits creative destruction. For some time, analysts have been calling
for consolidation in the shale patch. Some producers were already in precarious
financial shape. Proration would obstruct the natural, market driven reorganization
of the industry.
The oil isn’t going anywhere. When a company goes out of business, its leased
acreage does not disappear. The oil is still there and the acreage will be bought up
by stronger players, or by future new entrants. When oil prices rise again,
production will resume.
In closing, let me state clearly that production reductions should be made based on
market signals. Each company has to assess its own situation: hedging positions,
break even prices, access to pipelines, access to storage, whether a well can be
slowed or shut-in, the factors are virtually endless. And importantly the factors are
completely different for each company, each field, and even each well. In the last
several weeks we have already seen this playing out, with numerous producers
announcing slowing of investments and production in response to the market
situation. Attempting to centrally plan this adjustment through proration would
only interfere with the market driven process already underway. The Railroad
Commission should not attempt to substitute its own judgment in place of the wider
wisdom created through the free interaction of thousands of players in oil markets.
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Subject:
Date:

FW: Time for an enhanced North America Enery Alliance?
Wednesday, April 8, 2020 11:42:11 AM

-----Original Message----From: Wayne Christian <wayne.christian@rrc.texas.gov>
Sent: Wednesday, April 8, 2020 9:14 AM
To: RRC Conference <RRCConference@rrc.texas.gov>
Subject: FW: Time for an enhanced North America Enery Alliance?

-----Original Message----From: JACK VAUGHN <jcvjr@mac.com>
Sent: Tuesday, April 7, 2020 12:14 PM
To: Wayne Christian <wayne.christian@rrc.texas.gov>; Christi Craddick <Christi.Craddick@rrc.texas.gov>; Ryan
Sitton <ryan.sitton@rrc.texas.gov>
Subject: Time for an enhanced North America Enery Alliance?
CAUTION: This email originated from outside of the Railroad Commission of Texas. Do NOT click links or open
attachments from unknown sources without first confirming the message is legitimate. If you believe this to be a
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
Commisioners:
As the domestic oil and gas industry anxiously awaits the outcome of Thursday and Friday's meetings, it seems an
opportune moment for the TXRRC to reassert itself on to the word stage.
If OPEC + is willing to cut production by amounts of 10-15mmb/d then, in order to facilitate the “deal”, US
producers should join in. But it is becoming clear that US energy policy is choosing to side with the National
Petroleum Council’s (NPC) insistence on letting “market forces” prevail. Most of us in the Energy business
recognize that it’s been along time since a “free market” in petroleum has existed.
Perhaps now is the time for the TXRRC to step out (unilaterally, if necessary) and cajole other producing states to
cut production alongside OPEC +. Parallel conversations should be made directly with OPEC +, as well.
If the NPC’s stance prevails and OPEC + says “no deal”, then TXRRC could play the pivotal role of forming a
strategic (and possibly time limited) North American Alliance. This Alliance could close its borders to Saudi and
Russian imports (symbolic for the most part due to their current paucity). The USA, Canada and Mexico (to a lesser
extent) can do just fine with our regional production capacity and energy infrastructure. In our new closed system,
companies are pulling back and production will decline to meet a recovering demand. When imports are needed, we
have plenty of potential suppliers.
We should no longer "play ball" with the Saudis and the Russians on energy matters. Our Gulf coast refining
industry will adapt over time to feedstock quality issues (and have already for the most part). And when Venezuela
ultimately comes back on line (think Elliot Abrams’ recent proposal), Citco can be revitalized enhancing this
heavier feedstock and benefitting our trade imbalances with refined product sales back to Venezuela.
So please consider this “food for thought”. As a globalist, internationalist mentored under the tutelage of President

G.H.W. Bush’s DOE, this runs counter to my legacy instincts. But it is a newer “world order” now where the world
is once again balkanizing. North America must realize this secular shift and proceed accordingly.

Jack C. Vaughn, Jr.
Dallas, TX USA

and gas in the world and no shortage of places to purchase it. There is no national security reason to
prop up the domestic oil and gas industry because oil and gas are global commodities readily
available in nearly every country, and global trade is more pervasive than ever in history. Energy
sources and usage are also more diverse and interchangeable than ever, and through innovation and
technological superiority, the US can handle any supply variations that may come in the future.
The loss of jobs feared by many in the oil and gas industry resulting from the wave of impending
bankruptcies, if domestic companies are not propped up with production quotas, will likely happen
regardless of instituting quotas. Demand destruction cannot be fixed by production quotas and the
supply of oil and gas needs to reduce because unbalanced markets CANNOT survive forever. No
market has ever existed for long so far out of balance, and supply must diminish or else taxes on
other parts of a country's economy will be channeled to the oil and gas industry to employ people to
produce a product no one wants to buy. Production quotas will work to reduce supply in the short
term, but in the long term they will encourage inefficient producers to continue to fund their
operations with debt instead of innovating to reduce their costs to meet the price set by supply
and demand forces. Additionally, swings in employment are as old as the industry and have always
sorted themselves out through skill diversification and freedom of movement throughout the US.
In conclusion, short term production quotas set by the Railroad Commission of Texas, the federal
government, or any other government body in the world will result in an inefficient, uncompetitive,
and feeble oil and gas industry in Texas and should not be considered. Natural attrition must be
allowed to occur so the industry improves its own competitiveness and supply diminishes to meet
demand. Demand will eventually return and prices will rise, and the remaining oil and gas companies
in Texas will thrive in that environment having improved themselves in this downturn.
I hope the Commission recognizes the greater benefit of allowing natural market dynamics to play
out, and sees the improvement of the long term viability of the oil and gas industry of Texas after
this period of disruption.
Sincerely,
Jake Taylor
Katy, TX

From:
To:
Cc:
Subject:
Date:

Haley Cochran
Travis McCormick; Jeremy Hagen; Bill Black; Jason Modglin; Jared Craighead; Bryan Preston; Wei Wang; Alex
Schoch; Danny Sorrells
Kellie Martinec
FW: Limit oil production and manage the transition to a clean economy
Wednesday, April 8, 2020 2:44:53 PM

From: James Klein <James.Klein.8243689@p2a.co>
Sent: Wednesday, April 8, 2020 8:26 AM
To: RRC Conference <RRCConference@rrc.texas.gov>
Subject: Limit oil production and manage the transition to a clean economy

CAUTION: This email originated from outside of the Railroad Commission of Texas. Do
NOT click links or open attachments from unknown sources without first confirming the
message is legitimate. If you believe this to be a 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 Comments Clerk Texas Railroad Commission,
In the wake of the collapse of oil prices, I support prioritizing production cuts for oil companies with
the worst records of excessive flaring at drilling sites. This is a waste of resources and harmful to our
climate.
I want to see a plan to downsize the production of oil and gas throughout the next decade and
manage the just transition to a cleaner economy for Texas.
This, like numerous other issues (climate change, food labeling, gun safety, immigration reform,
prison reform, education reform, short-term lending regulation, healthcare reform, banking
regulation, opioid regulation) remains a vexing problem primarily due to corporations' ability to
curry favor with elected officials. The corrupting influence of money in our political system is
undermining our democratic traditions and discouraging Americans from voting and/or running for
office. This ominous development may well end our experiment in representative democracy unless
we alter this decades-long trend. For the sake of the republic, we must amend the US Constitution to
state that corporations are not people (and do not have constitutional rights) and money is not
speech (and thus can be regulated by state and/or federal campaign finance laws). Short of
accomplishing this, no other reform of significance will be achieved. The moneyed interests will turn
any reform to their benefit, often at the expense of the nation as a whole.
Regards,
James Klein
3501 Monterrey St
Corpus Christi, TX 78411

Steven P. Bucci
Visiting research fellow
Heritage Foundation
PO Box 366, Harbor Springs, MI 49740
202-439-0365
April 8, 2020
Railroad Commission of Texas
P.O. Box 12967
Austin, TX 78711-2967
Via email: RRCconference@rrc.texas.gov
Dear Members of the Commission:
I would like to provide my comments in opposition to the proposed quotas and price fixing
scheme currently being considered by the Commission. These proposals are antithetical to the
free market spirit that has made the Texas oil industry both resilient over time, and
internationally dominant today.
I would urge you to reject these proposals for the numerous reasons, some economic, some
philosophical, listed below. Accepting the proposals will sully the good name of the U.S. and
Texan oil industry, and in the long run badly damage both America’s leadership position, and
frankly cost business. The siren call of illusionary short-term “protection” must be resisted.
Upholding Free Markets & Our Integrity:
This is an unprecedented situation. A price war between Russia and Saudi Arabia has
exacerbated a global oil glut while public shutdowns related to the pandemic have slashed
demand. But market disruptions are not an excuse to abandon the foundational principles that
have governed the American energy sector for the last thirty years and made us a leader in the
global energy market.
Such a policy would not only have unintended domestic consequences but also damage our
integrity as a steadfast champion of free markets. Collaborating with Russia and Saudi Arabia
on systemic production cuts would make it very difficult for the United States to criticize these
nations for manipulative practices down the line.
Domestic Industry Ramifications:
The Wall Street Journal aptly described the production quota proposal as an “especially bad
idea.” That’s because the ramifications for the Texas crude oil market will be widespread and
long lasting.
Proponents of the quotas argue without action, shutdowns will occur “in an ad hoc and
haphazard manner that will heighten industry disruption and cause economic waste." But that is
not exactly true. While there will be harm to producers over the next few months given the
unavoidable downturn in demand, imposing a production limit will actually penalize operators
that are efficient and can weather the storm, while propping up those that are less efficient.
These artificial barriers will provide little short-term benefits and instead harm the long-term
efficiency of Texas’ crude oil sector instead of allowing the market to dictate the outcomes.

Market factors are not haphazard, but skewed toward greater market efficiency. In fact, a
majority of U.S. operators have already announced billions in canceled investment and planned
output, signaling the market is natural pushing participants to modify production plans.
Ultimately, it is wrong to profit off of the principles that govern this market for decades then ask
for forgiveness when it doesn’t work in your favor. As the Texas Oil and Gas Association noted
in their opposition to the quotas, “regulatory certainty and stability are essential elements in
managing during these difficult times.”
National Security Implications:
As I mentioned before, easing the pain for some producers with a centralized plan will also have
serious national security implications for the U.S. First, it is likely that even if the U.S. were
enact production cuts, other nations would fill the gap by increasing their sales in the global oil
market. Demand outlook for oil in the long-term remains strong and offering up our market share
would be unnecessarily ceding ground to our competitors.
Secondly, such a collaboration would put the United States squarely in the market manipulation
game we have criticized OPEC nations for in the past. The American Petroleum Institute coined
it, “TexOPEC.” Again, this policy position would not benefit the U.S. in the long term and, in the
short-term, would signal to Russia and Saudi Arabia they are winning the price war.
Conclusion:
The proposal from Ryan Sitton is a bad policy idea that aims to address a problem, which
(hopefully) will be resolved before the quotas would have any effect. America and Texas will
lose credibility, empower our competitors, and gain nothing in the process.
The Texas Railroad Commission must reject this proposal and trust the good people of Texas
and the fine businesses they have built with innovation, imagination and grit to fight it out, and
win. To do otherwise is a dubious, short-term solution that will badly damage the Texas oil
industry in the long term.
Thank you for your consideration of my comments.
Sincerely,

Steven P. Bucci
Steven P. Bucci
Heritage Foundation visiting research fellow and former Deputy Assistant Secretary of Defense

Marsha Hendler
210-305-5100

April 8, 2020

Submitted electronically to: RRCconference@rrc.texas.gov.
To:

Chairman Wayne Christian
Commissioner Christi Craddick
Commissioner Ryan Sitton
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711

RE:

DOCKET NO. OG-20-00003167; IN RE: MOTION FOR COMMISSION CALLED HEARING ON THE
VERIFIED COMPLAINT OF PIONEER NATURAL RESOURCES U.S.A. INC. AND PARSLEY ENERGY INC.
TO DETERMINE REASONABLE MARKET DEMAND FOR OIL IN THE STATE OF TEXAS

Dear Chairman Christian and Commissioners Craddick and Sitton,
The Texas Alliance of Energy Producers appreciates the opportunity to comment on the above-titled cause
before the Commission. With over 2,600 members, the Texas Alliance of Energy Producers is the largest
state oil and gas association in the US. Our members hail from nearly 30 states and 300 cities. We
represent the upstream (exploration and production) segment of the oil and gas industry; our members
are oil and gas operators/producers, service and drilling companies, royalty owners, and a host of
affiliated companies and industries in Texas and beyond.
While we are fortunate to count among our members a number of large publicly traded integrated oil and
gas companies as well as publicly traded independent energy companies, our membership profile consists
primarily of smaller, privately held independent oil and gas companies. The vast majority of our member
companies employ 20 people or less. But they are great, sophisticated companies and operators as
evidenced by the fact that they have seen and survived the brutal cycles by which the industry is
characterized, and they remain in business today.
The TAEP has a number of concerns about the implementation of proration in Texas. First and foremost,
we believe proration is at best unnecessary, and at worst, more harmful to the Texas upstream industry
than a market-driven response will be. The US economic system of free markets and prices is based on
the long-held belief that the judgment of individual firms acting in their own economic interest is

preferable to the substitution of government dictates, and results in the best overall market outcome for
both producers and consumers.
Additionally, there is great concern about Texas acting alone in terms of state-mandated lower levels of
production. Prorating production in Texas when other states have not done so creates a competitive
disadvantage for Texas operators, cedes national market share to other states, and at least to some
degree negates the need for other states to follow suit and lower production as well. And if Texas should
go down this path alone, the likely mandated decline in production would be insufficient to provide any
significant upside price support. Absent the unilateral move to prorate Texas production, individual
producers in all US states, subject to the same price and marketing conditions, will be forced to make
adjustments at the company level and we will all be on the same footing. And any notion of Texas entering
into proration as part of a grand bargain to bring other states, the US government, and/or other producing
nations alongside is met with great skepticism by our members.
The current circumstances in the US and the global economy are unprecedented. As a result of the spread
of the coronavirus and the resulting economic shutdown, energy demand has fallen rapidly, sharply, and
deeply. Current crude oil demand relative to still-high levels of production can only have one result –
crude oil price declines that are also rapid, sharp, and deep. In a market economy, price movements are
paramount, and there simply is no substitute for the response of companies to price signals provided by
current and evolving market conditions.
The call for an assessment of market demand and the implementation of proration assumes that these
events will not happen absent the intervention of government. This could not be farther from the truth,
however. As we speak, oil and gas companies in Texas, small and large, private and public, independent
and major, are conducting market assessments at the firm level, and adjusting their operations
accordingly. They are doing so well ahead of government, and doing so more effectively and efficiently.
If the goal of proration is to regulate Texas statewide production downward to more closely align
production with demand under current market conditions, the Commission should rest assured that this
is going to happen organically, and indeed already is. Anecdotal information from various Alliance
member operators suggests that companies either have, or are in the process of shutting in production
by anywhere from 20% to 50%. Larger companies have announced deep cuts in capital spending for the
balance of 2020, are idling rigs, and are implementing production cuts across their leases.
The Texas statewide rig count has been declining since the fourth quarter 2018. The Texas Alliance of
Energy Producers’ Texas Petro Index, an ongoing tracking device for the statewide upstream oil and gas
economy, after flattening in the fourth quarter 2018 has been in a state of decline for all of 2019 and early
2020, and this trend was set to continue. As a result, statewide daily crude oil production was going to
begin to decline in Texas in 2020 even before the coronavirus phenomenon. The onset of COVID-19 as a
US and global economic event has hastened the decline in statewide E&P activities dramatically.
Since the week of March 9 when the price of crude oil began to fall rapidly, the statewide rig count has
fallen from 408 that week to 338 this past Friday, a decline of 70 rigs in less than a month including a drop
of 30 rigs in the last week alone. The US rig count has fallen by 128 since that same week, including 64
rigs in the most recent week. The sharp decline in the rig count is almost certain to continue, meaning
that production growth from newly drilled wells is set to slow dramatically. That is not the only
contribution to production decline, however, as operators are now also drawing down production from
existing wells.

Recent data from the US Energy Information Administration (EIA) is a bit inconsistent in terms of monthly
production estimates, but the peak in US crude oil production probably occurred in February and March
2020 at slightly over 13 million barrels per day. This week, the EIA revised its US production projections
downward for 2020, predicting average daily production for the year at 11.76 million barrels. That would
be a decline of 3.8% compared to average daily production of 12.23 million barrels in 2019.
Texas daily crude oil production by our assessments surpassed 5.4 million barrels per day in February and
March 2020. The current market circumstances are unprecedented and very fluid, making any modeling
of outcomes very difficult. That said, the Alliance now projects annual crude oil production in Texas to
decline by 4.0% in 2020 compared to 2019, with average daily production for the year falling from 5.07
million barrels in 2019 to 4.87 million barrels per day on average in 2020. While that may seem a bit tame
at first glance, the response in daily production by month to bring about that 4% annual decline is quite
dramatic. By year’s end, the December 2020 monthly year-over-year decline would be an estimated 1820%. And most notably, from a daily peak of just over 5.4 million barrels in March 2020, monthly average
daily production by year-end will have fallen by over 1 million barrels per day in Texas, and by over 500,000
bpd in the next five months. And by the way, under that scenario, Texas retains its US market share of
over 40%.
The response at the US national level will be similar. To achieve an overall 3.8% reduction from 2019 to
2020 (should the EIA projections come true), monthly average daily production will have to fall sharply in
the coming months and for the balance of the year. The actual numbers may be higher or lower (and in
fact could vary dramatically) than these estimates depending on any number of factors between now and
the end of the year, but Texas and US production is going to decline significantly, and in relatively short
order, negating the necessity for the proration of Texas production.
Other arguments for proration suggest that a market-driven drawdown in production is chaotic and
without order, and may result in significant amounts of physical and economic waste. Neither of these is
the case, however. Conversations with our operator members suggest that a very orderly process at the
firm level is now underway. Companies are methodically going through the exercise of reducing/shutting
in production on a well-by-well and lease-by-lease basis. Our members tell us they are ordering their
production plans based on their intimate knowledge of their own wells and leases. They tell us that they
can reduce production on some wells, and fully shut down wells that have the best chance to be
successfully brought back online at a future point in time. Many are re-negotiating production contracts
with mineral owners to hold off on current extraction and save it for a time when it is more economically
advantageous.
Our member companies are in survival mode. These steps are being taken by operators to preserve their
businesses during this time of extraordinary economic pressure on the oil and gas industry.
These various responses in terms of drilling and production are the result of this very unique set of market
circumstances. Unlike 2015-2016, declining production revenue from the falling price of crude oil is not
the only factor at work pushing production downward. With each passing day, our operators are told that
there simply is no market outlet for the crude oil they are producing. Purchasers are informing producers
that they will not be buying the oil. This stark reality necessitates a quick and nimble response by oil and
gas companies in advance of any action that may be taken by state government to limit production. It is
quite likely that by the time proration can be feasibly put in place by the Commission production will have
already fallen below proration-mandated levels of decline.

We acknowledge that we do have members who support proration, and we also acknowledge the
extraordinary pressure faced by our great oil and gas service companies and drilling companies. We are
proud to represent all of these companies. But if the goal of proration is to (1) draw Texas production
downward, (2) do so in an orderly and methodical fashion, and/or (3) limit physical and economic waste,
these things are already occurring by necessity.
The clear sense of the membership of the Texas Alliance of Energy Producers as represented by our Board
of Directors is that proration is unnecessary and is unlikely to achieve its intended purposes. We also are
leery of implementing a new set of regulations and reporting requirements that will newly burden our
members when they need to be focusing on other matters. We are also wary of implementing a new
regulatory structure with no sense of how long it may be in place.
In our view, even in this extreme set of circumstances, the outcomes are best determined by fully
functioning markets and price systems. The appropriate decisions in response to current and ongoing
market conditions are best left in the hands of individual companies and operators.
Respectfully submitted,

Karr Ingham, Petroleum Economist and Executive Vice-President
Texas Alliance of Energy Producers
1000 West Avenue, Suite B
Austin, TX 78701
Office: (806) 373-4814
Cell: (806) 433-5309
karr@InghamEcon.com

April 8, 2020

VIA EMAIL

Chairman Wayne Christian
Commissioner Christi Craddick
Commissioner Ryan Sitton
Texas Railroad Commission
1701 N. Congress Avenue
Austin, TX 78701
IN RE: MOTION FOR COMMISSION CALLED HEARING ON THE VERIFIED
COMPLAINT OF PIONEER NATURAL RESOURCES U.S.A. INC. (OPERATOR NO.
665748) AND PARSLEY ENERGY INC. (OPERATOR NO. 642652) TO DETERMINE
REASONABLE MARKET DEMAND FOR OIL IN THE STATE OF TEXAS
Chairman Christian, Commissioner Craddick, and Commissioner Sitton,
I am writing today to support the motion of Pioneer Natural Resources and Parsley Energy to the
Texas Railroad Commission to investigate market demand for oil in Texas and implement
prorationing.
As an oil and gas producer in Texas, we are keenly aware of the existential threat our country and
our state face due to COVID-19’s impact on global demand for oil and the market-share battle
between Saudi Arabia and Russia, which has led to unprecedented supply increases. We strongly
believe that as the nation’s leader in oil production, Texas should take the lead in offering solutions
that other states and countries could also take to help bring about stability to the oil markets. By
taking the lead, Texas can also inspire our nation’s leaders to use all of the tools at their disposal
to help stabilize this volatile situation.
Texas has always been a global leader in energy and with this important step you can help ensure
we remain at the forefront in not only production, but also in being a thought leader on issues
impacting the global energy economy.
Thank you for your favorable consideration of this matter.
Regards,

David R. Cape
Executive Vice President – Business Development

VIA EMAIL: RRCconference@rrc.texas.gov
April 6, 2020
Chairman Wayne Christian
Commissioner Christi Craddick
Commissioner Ryan Sitton
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711
RE:

DOCKET NO. OG-20-00003167; IN RE: MOTION FOR COMMISSION CALLED HEARING ON THE VERIFIED
COMPLAINT OF PIONEER NATURAL RESOURCES U.S.A. INC. AND PARSLEY ENERGY INC. TO DETERMINE
REASONABLE MARKET DEMAND FOR OIL IN THE STATE OF TEXAS

Dear Chairman Wayne Christian and Commissioners Christi Craddick and Ryan Sitton,
First, thank you for the opportunity to offer public comment on the Railroad Commission’s deliberation of
proposed statewide oil production cuts. While the Texas Association of Business (TAB) respects the Commission’s
authority, we categorically oppose any move that would disrupt business competition and hinder the free market
principles that have made the Lone Star State one of the strongest economies in the nation. In times of economic
downturn, we firmly believe that impediments to the free flow of crude and other products in the global
marketplace will be catastrophic to the Texas economy.
Our members and 200 local chambers of commerce in all corners of Texas employ hundreds of thousands of hardworking Texans and collectively produce $8 billion annually. We represent members and chambers in both
conservative and liberal districts, urban and rural areas, producing and non-producing regions and parts of the
state with economies both large and small. Although our association is as diverse as the state of Texas, we are
united on one front: free enterprise is fundamental to our state’s economic prosperity and we cannot abandon
these principles in times of economic downturn.
As the federal government looks to negotiate with foreign regimes in an attempt to stabilize global markets,
protectionist policies – such as tariffs on imported crude and other products – would likely be implemented in
tandem with the proposed production cuts in an attempt to coerce Russia and Saudi Arabia to end the current
price war and shut in production. However, these efforts do not happen in a vacuum, leaving the United States
vulnerable to retaliatory measures, potentially setting off an industry trade war and further handicapping the
global marketplace already struggling to overcome the COVID-19 pandemic.
The Texas economy relies on the free flow of products in the global marketplace. Tariffs on imported goods would
increase costs for U.S. consumers, incentivize foreign production of goods and reduce the demand for U.S. exports.
With several of the busiest ports in the nation along our southern coastline, Texas would be disproportionately
impacted.
In 2018, Texas was the largest exporter in the United States, exporting $315.9 billion in goods - nearly 20 percent
of the nation’s total exports. This same year, exports accounted for nearly 18 percent of our state’s gross domestic
product (GDP) and supported 866,000 jobs for hard-working Texans. Efforts to artificially control markets through
economic sanctions would cause long-term damage to the 39,482 companies who exported products from Texas
locations in 2016.
Given the current price environment, Texas oil producers are already taking steps to limit production without
unnecessary government intervention. Exerting government control ultimately harms business and leaves our

state vulnerable. Proration, in tandem with federal sanctions and coordination from foreign producers, may push
oil prices up at a faster pace than what would occur without intervention but would do so at the expense of our
state’s largest industry and could jeopardize well-paying jobs for thousands of workers over the long-term.
Texas companies know that the key to success is balancing risk and reward. It is times like this that we
demonstrate our resiliency and hardiness. The economic downturn is temporary – don’t jeopardize the future
economic growth of our great state with short-sighted policies that fly in the face our state’s free market
foundation.
As the president and CEO of the Texas Association of Business, I urge you to reject government intervention to
determine reasonable market demand for oil in the state of Texas. Keep Texas free.
We do not wish to testify at the hearing, but simply ask that our position and comments in this memo be included
in the record.
Sincerely,
Jeff Moseley
President & CEO
Texas Association of Business

April 6, 2020
VIA EMAIL: RRCconference@rrc.texas.gov
The Honorable Wayne Christian
The Honorable Christi Craddick
The Honorable Ryan Sitton
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711
RE:

DOCKET NO. OG-20-00003167; IN RE: MOTION FOR COMMISSION CALLED
HEARING ON THE VERIFIED COMPLAINT OF PIONEER NATURAL
RESOURCES U.S.A. INC. AND PARSLEY ENERGY INC. TO DETERMINE
REASONABLE MARKET DEMAND FOR OIL IN THE STATE OF TEXAS

Dear Chairman Christian and Commissioners Craddick and Sitton,
Thank you for the opportunity to provide public comment on your consideration of the
complaint lodged by Pioneer Natural Resources and Parsley Energy to determine
reasonable market demand for oil in the state of Texas. TAM does not wish to testify at the
hearing on April 14, 2020.
The Texas Association of Manufacturers (TAM) promotes and protects a pro-growth
business environment that ensures a strong manufacturing sector and a competitive Texas.
Manufactured goods account for more than 90 percent of all Texas exports and Texas
remains the leading exporting state in the nation for more than a decade. More than 600
small and large companies are members of TAM and the manufacturing sector in Texas
accounts for more than 13.3 percent of the total output in the state and employs more than
869,600 Texans.
Manufacturers are amongst the largest consumers of energy and have also benefited from
affordable access to products derived from oil and gas, which are needed to manufacture
thousands of essential products such as plastics, medicines, appliances and cosmetics.
TAM’s priority is to promote policies that encourage stability and the long-term growth of
the Texas oil and gas industry to ensure continued access to affordable energy and
essential by-products. In addition to being a part of the energy industry and doing direct
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business with the energy industry, manufacturers have an interest in ensuring that policies
aimed helping the energy industry don’t unintentionally harm other manufacturers.
TAM strongly opposes the proposal that the Texas Railroad Commission proration the
production of crude oil in the state of Texas. We believe this proposal would ultimately
harm the long-term strength of Texas’ economy by undermining the basic first principles of
property rights and competition that define our free-market system. Free enterprise has
enabled the Texas oil and gas industry to successfully innovate to produce previously
uneconomic shale resources and compete on a global scale. Adherence to these principles
has also catapulted the United States to become the world’s largest producer of oil and gas
and play a critical role in meeting the world’s demand for energy.
TAM is concerned that a new regime to proration would fundamentally change the
incentives that produced these tremendous outcomes and politicize the state’s oil and gas
industry by picking winners and losers. Given the current low price of oil, producers are
already voluntarily taking steps to limit the supply of the costliest production. Proration
would simply prop up less efficient producers by forcing other more efficient producers to
cut more than they would have without the policy. To make matters worse, these actions
alone would not have any discernable impact on the global price of oil and would
necessitate additional anti-competitive measures by other large oil producing states and
the federal government.
TAM acutely understands the Commissioners’ desire to look for ways to alleviate the
suffering caused by an unprecedented downturn in global demand caused by the current
global pandemic. All of our member companies are currently coping with the negative
impacts which have been brought on by the public health crisis we are currently facing
with coronavirus. However, we cannot let the current crisis upend the fundamental free
market principles that have allowed Texas to prosper in a short-sighted attempt to bring
temporary relief to certain producers at the expense of others.
The Texas oil and gas industry is resilient and will weather the storm and come out
stronger on the other end if we adhere to the fundamentals even in this unprecedented
period of disruption.
Thank you for this opportunity to share our concerns.
Sincerely,

Richard A. “Tony” Bennett
TAM President & CEO
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April 8, 2020
The Honorable Wayne Christian, Chair
The Honorable Christi Craddick
The Honorable Ryan Sitton
Railroad Commission of Texas
P.O. Box 12967
Austin, Texas 78711-2967
Re: Verified complaint of Pioneer Natural Resources U.S.A. Inc. and Parsley Energy Inc to
determine reasonable market demand for oil in the state of Texas
Dear Chairman Christian and Commissioners Craddick, and Sitton,
In response to your request in the above-referenced motion, Texas Campaign for the
Environment submits the following comments. On behalf of our members across the state, we
respectfully request your consideration of our input before and during the hearing next week and
in additional discussions of this important matter now and in the future.
Texas Campaign for the Environment encourages the Texas Railroad Commission to restrict oil
production in the wake of the collapse of oil prices and to prioritize production cuts for
producers and fields with the worst records of excessive flaring.
Further, we ask the Railroad Commission to manage the decline of oil and gas production and
the transition to a clean energy economy for Texas.
We agree with the current motion to the Railroad Commission from the independent Texas oil and
gas companies who want to control oil and gas production, though we have different reasons.
They appear to want relief to level the playing field they share with larger, multinational oil and gas
companies who may be able to afford to store wasteful overages when the market’s down.
Our reasons are different. We want to transition from fossil fuels to a clean energy economy
because:

•
•
•
•
•
1

Oil and gas production pollutes our air and water with chemicals such as benzene,
hydrogen sulfide, and other toxic pollutants that are making Texans sick.
Oil and gas pollution contributes to pre-existing conditions in our families, friends, and
communities such as asthma, chronic obstructive pulmonary disorder and heart disease
that make people more vulnerable and likely to die of the Covid-19 virus.1
Oil and gas pollution is one of the main contributors of climate change emissions.
Controlling and managing the decline in oil and gas production would address some of the
world’s climate change problems and help us to avoid further disaster.
Oil and gas production in Texas requires large amounts of water.
We want safer, healthier jobs in a more stable and resilient clean economy for Texans.

Friedman, Lisa, et al, New York Times, 2020-04-07, “New Research Links Air Pollution to Higher Coronavirus Death Rates”,
https://www.nytimes.com/2020/04/07/climate/air-pollution-coronavirus-covid.html

TCE Comments to RRC 2020-04-08 (continued)
Manage the Transition
Research shows that financially, the oil and gas sector is in decline. The fracking "boom" from
2000 to 2008 was actually only a temporary recovery in an undeniable, forty-year downward trend
in the fossil fuel energy sector since 1980. According to the Institute for Energy Economics and
Financial Analysis, the number of oil and gas exploration and production company bankruptcies
doubled in 2019. Now oil and gas prices have plummeted internationally. The lack of international
buyers for US oil and gas exports means that investors are re-thinking the best place to put their
money. With Americans and people around the globe staying home to prevent Covid-19 spread,
consumption of oil and gas has also plunged.
There is no time like now during the current Covid-19 crisis and resultant economic downturn to
reconsider the essentials, to protect the public health, and to transition and to a cleaner and stable
economy by creating new jobs in the energy efficiency and renewable power sector.
In review, we respectfully, sincerely, and urgently request the Railroad Commission to:
•
•
•

Restrict and reduce reliance on oil and gas;
Prioritize production cuts for producers and fields with the worst records of
excessive flaring;
Manage the decline of oil and gas production and the transition to a clean energy
economy for Texas.

Texas is indeed an energy state with the business and engineering know-how to help implement
this transition and build on the already-strong renewable energy sector. We urge you to lead the
project forthwith beginning with adopting and supporting the verified complaint of Pioneer Natural
Resources U.S.A. Inc. and Parsley Energy Inc to determine reasonable market demand for oil in
the state of Texas.
Thank you.
Sincerely,

Robin Schneider
Executive Director

Texas Conservative Coalition Research Institute
April 8, 2020
Via Email
Chairman Wayne Christian
Commissioner Christi Craddick
Commissioner Ryan Sitton
Railroad Commission of Texas
1701 North Congress Ave.
Austin, Texas 78711
RRCconference@rrc.texas.gov
RE: Docket No. OG-20-00003167 MOTION FOR COMMISSION CALLED HEARING ON THE VERIFIED
COMPLAINT OF PIONEER NATURAL RESOURCES U.S.A. INC. AND PARSLEY ENERGY INC. TO
DETERMINE REASONABLE MARKET DEMAND FOR OIL IN THE STATE OF TEXAS

Dear Chairman Christian, Commissioner Craddick, and Commissioner Sitton:
Thank you for the opportunity to comment on the Railroad Commission’s consideration of imposing
production limits on Texas oil producers. TCCRI opposes the request to curtail state output by 20%—or
any number, for that matter—because it violates TCCRI’s principles of limited government and free
enterprise. Such an intervention would also likely harm the industry’s ability to respond to market
forces, which is ultimately what will be needed in order to recover in earnest. It also fails to account for
the fact that as the entire state of Texas recovers from the current shutdown, low fuel prices provide an
across-the-board benefit to that process.
TCCRI’s principles of free enterprise and limited government are central features of Texas’s oil and gas
industry. Even though that industry is in a difficult position, it shares that position with the rest of the
world, and when it recovers, it will do so on the strength of those principles.
A proration policy is the wrong choice for several reasons.
It is not clear that a mandatory limitation on Texas’s oil production would ultimately help the industry.
Even if we were to assume that Texas requires a production cut of 20% as the proposal calls for, there is
no guarantee that the rest of the producers in the nation and the world will make a similar cut. Knowing
that a large producer like Texas is taking such action may incentivize other producers to continue at
their current pace or even slightly increase production. An artificially smaller market mandated by law
1

could easily be seen as an opportunity for others without such a mandate. Furthermore, without such
an incentive, those producers would likely respond to the market and limit their own production, which
is ultimately what will need to happen in order for the market to improve and recover.
Indeed, regardless of any kind of government intervention, oil producers will need to change their
behavior and adapt to what is currently happening in the marketplace. Government interventions such
as mandated production cuts distort the market in ways that prevent producers from knowing how to
respond appropriately. To illustrate, how does the government know that 20% is the appropriate
number? What if it is 10% or 50%? What should the government’s next step be if the marketplace does
not respond to a mandatory 20% limitation? Should it increase the limitation? A far better approach is
to let producers adjust on their own. If they are not producing at a profit with current prices, they will
limit production appropriately until the marketplace tells them to change course.
This, of course, is already happening. The American Petroleum Institute recently pointed out that
“[w]hile some argue the U.S., the world’s leading natural gas and oil producer, also must cut production
in some kind of evolving grand bargain, the private industry has already made cuts, driven by market
realities.”i Similarly, an economist with the Texas Alliance of Energy Producers explained that:
Production … can’t fall fast enough to keep up with the rate to which demand is dropping.
The market is about to do this to us whether we take up a practice like proration, like
they’re talking about, or not.ii
Production is slowing because markets work, not because they are failing. Reducing output in response
to declining prices is a rational response that occurs without government intervention. There is simply
no need for the Commission to mandate an arbitrary reduction when the market is already responding
appropriately. Fewer people are flying domestically during the pandemic too,iii but a government
mandate to prorate the remaining flights between the various airlines would be similarly ill-advised.
The oil and gas industry is a cornerstone of the Texas economy. The desire to provide assistance in such
a great time of need is understandable, but Texas should not forget that it is just one sector of the
economy. Every individual and business in Texas is currently experiencing economic hardship. Like other
industries, the oil industry will recover. In the meantime, low fuel prices are a boon to individuals,
families, businesses, and entire industries. Those low prices make it less expensive to travel, transport,
manufacture, and generally engage in business.
That is not to say that low fuel costs are more important than the industry that provides it. Rather, it is
just to point out that every change in the marketplace has many consequences, positive and negative.
While the oil and gas industry recovers, all of Texas clearly benefits from low prices. This point was made
in 2016 by former economic advisor to President Trump, Stephen Moore:
It isn’t just motorists who benefit mightily from low energy prices. Energy is the
fundamental input in everything we produce in America. The chair you are sitting in. The
2

breakfast you ate this morning. The car you drive. The computer you power up … What
about the argument that oil production is a big part of the American economy now, so
the shocks to the oil industry cancel out the benefits felt elsewhere? That argument
doesn’t hold up. As a nation, we are sufficiently diversified to withstand oil slumps. Even
Texas has seen growth as oil prices have fallen.iv
Since the days of Spindletop in 1901, a light regulatory hand has allowed the Texas oil industry to grow
into one of the biggest and most successful in the world, through good times and bad. A proration policy
would be a departure from the core principles that helped facilitate the industry’s success. The industry
will recover, and it is best to let that happen in the marketplace
TCCRI does not wish to provide live testimony, but we ask that our comments be included in the record.
Sincerely,
Russell H. Withers
General Counsel & Senior Policy Analyst
Texas Conservative Coalition Research Institute
P.O. Box 2659, Austin, Texas 78768
512-474-6042
Russell@txccri.org

END NOTES
i

Mitchell Ferman, “As oil price crisis grips the globe, small Texas producers feel the ripple effects,” The Texas
Tribune (Apr. 6, 2020), https://www.texastribune.org/2020/04/06/texas-oil-producers-shutting-wells-coronavirusdispute-plummet-prices/
ii
Ibid.
iii
Nicquel Terry Ellis, “Chicago, Los Angeles and more airports shutter gates, runways as coronavirus halts travel,”
USA Today (Apr. 3, 2020), https://www.usatoday.com/story/travel/2020/04/03/u-s-airports-reduce-operationstravel-declines-due-coronavirus/2939126001/
iv
“Are Low Oil Prices Good for the Economy?” The Wall Street Journal (Nov. 13, 2016),
https://www.wsj.com/articles/are-low-oil-prices-good-for-the-economy-1479092581

3

Texas Independent Producers and Royalty Owners Association
919 Congress, Suite 1000, Austin, Texas 78701, (512) 477-4452, fax (512) 476-8070

April 8, 2020
The Honorable Wayne Christian, Chairman
The Honorable Christi Craddick, Commissioner
The Honorable Ryan Sitton, Commissioner
Railroad Commission of Texas
P.O. Box 12967
Austin, TX 78711-2967
RE: Motion for Commission Called Hearing on the Verified Complaint of Pioneer Natural
Resources U.S.A Inc. and Parsley Energy Inc. to Determine Reasonable Market Demand for
Oil in the State of Texas
Dear Commissioners:
On behalf of TIPRO, thank you for the opportunity to provide written comments addressing our
association’s position on prorating the production of oil and natural gas in Texas. Based on TIPRO’s
transparent, consensus-driven model for evaluating policy proposals, our organization does not
currently support a mandatory production curtailment. TIPRO encourages continued dialogue with
respect to the unprecedented challenges facing the Texas oil and natural gas industry and solutions to
protect energy producers and mineral owners.
Founded in 1946, TIPRO is one of the largest statewide trade associations in Texas representing the
oil and natural gas industry. Our members include the largest producers of oil and gas in the state, as
well as hundreds of small to mid-sized independent operators and royalty owners. Collectively, TIPRO
members produce approximately 90 percent of the oil and natural gas in Texas and own mineral
interests in millions of acres across the state. Our organization’s mission, since its inception, is to
preserve the ability of independent operators to explore for and produce oil and natural gas.
The Texas oil and natural gas industry is facing a wide array of challenges, including ongoing capital
constraints, the spread of the novel coronavirus (COVID-19) and related decline in demand for oil and
natural gas, and the intentional flooding of global markets with oil by Saudi Arabia and Russia. In
response to current market conditions, operators are being forced to shut-in wells, lay off employees,
and dramatically reduce capital expenditures. Some operators are also seeking financial restructuring
options, which will unfortunately increase in the coming months.
These measures will result in a notable decline in domestic oil and natural gas production and
significant economic impact to the state of Texas. In fact, based on current market conditions, without
a government mandate, it is projected there will be a decline of 2.5 – 3 million barrels of oil per day in
the U.S. before the end of this year, with more than 40 percent of that reduction coming from Texas.
In other words, the market will force operators to curtail oil production in Texas without action from
the Railroad Commission equivalent to, or exceeding, the proposed 20 percent mandate.
Additionally, despite being the largest producing state in the country, a mandatory cut in Texas
production would not have a significant impact on the global oversupply of oil. Any reduction
considered in Texas would need to be done in coordination with other oil and natural gas producing
states, the federal government and countries abroad.
TIPRO’s Public Comments to Texas Railroad Commission
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Saudi Arabia and Russia are responsible for only a small portion of the problems facing U.S. oil and
natural gas producers as they dump production into an oversupplied market. COVID-19 is a significant
cause for concern given its impact on demand and related global financial crisis. Once the virus is
effectively addressed with regard to the global economy, there will eventually be a strong resurgence
in demand for oil and natural gas.
A variety of strategies have emerged over the past several weeks to address the associated challenges
facing the U.S. energy sector, including, but not limited to, federal legislation to replenish the nation’s
Strategic Petroleum Reserve (SPR) with U.S. oil, targeted regulatory relief for operators, an “antidumping” investigation, the suspension of the Jones Act for all maritime traffic, and retaliatory
measures against Saudi Arabia, Russia and China such as tariffs. TIPRO highlights these issues not as
an endorsement, but to illustrate ongoing discussions and strategies being proposed to support the U.S.
oil and natural gas industry.
TIPRO has frequently called for escalated diplomacy by President Trump in response to the decision
by Saudi Arabia and Russia to flood world markets with oil. On April 3rd, a number of U.S. oil and
natural gas executives met with President Trump and discussed options and recommendations. During
that meeting, the President reaffirmed his support for U.S. energy producers and suggested the
possibility of a looming truce in the Saudi-Russian price war and a significant cut in oil production.
We commend the Railroad Commission for offering waivers for certain regulatory requirements for
oil and natural gas operators, per the governor's State of Disaster declaration in response to the
pandemic. Additional recommendations have been made to the Railroad Commission to provide
further relief to operators during these unprecedented times. As an example, the agency could eliminate
waste of resources by suspending the current rules to plug 10 percent of shut-in or temporarily
abandoned wells in order to renew an annual P-5. This would help operators curtail as much production
as possible without threat of penalty. The Railroad Commission should continue to evaluate and enact
sensible regulatory measures during this downturn.
TIPRO supports regulatory certainty for oil and natural gas producers, free market principals, and
continued dialogue with all stakeholders to identify solutions to protect U.S. energy producers and
mineral owners. We appreciate your continued concern for the thousands of men and women that work
in the state’s oil and natural gas industry for the benefit of all Texans.
Thank you again for the opportunity to provide written comments.
Respectfully submitted,

Ed Longanecker
President
TIPRO
919 Congress Avenue, Suite 1000
Austin, TX 78701
Office: 512-477-4452 / Email: elonganecker@tipro.org
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April 8, 2020

Docket Services
Railroad Commission of Texas
1701 North Congress Avenue
Austin, TX 78711
RRCconference@rrc.texas.gov

RE: Comments on Motion Requesting a Market Demand Hearing and Order by
Pioneer Natural Resources U.S.A. Inc. and Parsley Energy Inc. (the “Motion”)
To Whom it May Concern:
Please accept these comments from the Texas Land and Mineral Owners Association
(TLMA) on the merits of the Motion submitted to the Railroad Commission on March
30, 2020.
TLMA is a statewide advocacy organization that represents approximately 1,000
members who are mineral and royalty owners, landowners, farmers, and ranchers.
TLMA members collectively own over 900,000 surface acres and 3,500,000 mineral
acres within the State of Texas. Amongst its members, each county within the state is
represented.
These are extraordinary times. The combination of the impact of COVID-19 and the
oversupply of oil in the world has had a devastating effect on both operators and royalty
owners. If the Commission considers re-implementing proration, it should take into
account the interest of royalty owners and endeavor to implement it in a fair and even
way so that all parties benefit from the effort to prevent waste and protect correlative
rights.
Without question, the mechanics of such a critical decision will need to be thought
through before full implementation. For example, what will the Commission do about
the fate of low producing wells? They are often a critical economic lifeline to parties
that depend on their production. It seems an exemption of some sort for these stripper
wells would be in order. In addition, there is also the issue of wells that flare a lot of gas.
Whatever decision is made should take into account this activity and avoid results that
give flaring wells an unfair benefit.
1005 Congress Avenue, Suite 360 • Austin, Texas 78701
(512) 479-5000 • www.tlma.org

TLMA recognizes the Railroad Commission has the authority to implement proration
and that is has done so in the past. It is TLMA’s sincere hope that the Railroad
Commission considers the interests of royalty owners in its decision.
Thank you in advance for your consideration of our comments.
Sincerely,

Jennifer Bremer
Executive Director
Texas Land & Mineral Owners Association

April 3, 2020
Comments for Texas Railroad Commission Hearing on April 14, 2020 concerning reasonable market
demand for oil in the State of Texas
Jim Wilkes
President, Texland Petroleum LP
817-336-2751
777 Main St., STE 3200, Fort Worth, TX 76102
Texland Petroleum, LP is a privately held independent oil producer in the Permian Basin with oil
production of about 7000 barrel per day. We have been in business since 1973 with headquarters in Fort
Worth and a field office in Lubbock. We employ 73 people and operate 1211 wells in 40 waterflood
projects.
In all previous oil price downturns, we have always managed to sell our oil production and maintain
operations at close to a breakeven level. This COVID-19 crisis has presented us with issues that we have
never faced before.
Curtailment of production is already occurring in the field because purchasers are canceling our crude oil
contracts with 30-day notice provisions. Our largest purchaser has asked us to reduce oil production by
15 %. One purchaser cancelled our contracts effective May 1 with no renegotiation for 2000 barrels per
day. One purchaser has cancelled our contracts effective May 1 subject to renegotiation for 800 barrels
per day. One purchaser has cancelled a contract effective May 1 for a new horizontal well making over
100 barrels per day.
We are following the NYMEX oil price and differentials to NYMEX in the Midland market, which are
currently being priced for the month of May. It looks like we may net single digit oil price for the barrels
that are still under contract to sell in May.
We concluded that we could not continue to produce oil and come close to breakeven between revenue
and expenses. We are currently planning to shut down all our fields on May 1 and try to maintain our
wells and equipment in the best condition possible to allow us to resume production when the crisis is
over.
We certainly have concerns on how our wells will produce following a long shut-in period, because we
have no previous experience with this. Some wells may take time to recover to their previous
production rate and some may never recover their previous rate.
I am sure that many producers are having their crude oil contracts cancelled by their purchasers. We
have experienced different treatment based on the type of purchaser. Refiners and true midstream
companies have curtailed purchases while large producing companies with gathering and purchasing

arms have outright cancelled our contracts entirely. This forced curtailment may be affecting smaller
companies differently from more integrated producers with their own pipeline capacity.
If the Texas Railroad Commission were to prorate production, we believe that curtailment of production
would be more fairly distributed between small producers and larger, integrated producers.

BARRY A. WILLIAMSON
April 8, 2020
Via E-Filing
The Honorable Chairman Christian
The Honorable Commissioner Craddick
The Honorable Commissioner Sitton
Railroad Commission of Texas
1701 North Congress Avenue
Austin, Texas 78711
RRCconference@rrc.texas.gov
Re:

Oil & Gas Docket No. OG-20-00003167: IN RE: MOTION FOR
COMMISSION CALLED HEARING ON THE VERIFIED COMPLAINT OF
PIONEER NATURAL RESOURCES U.S.A. INC. AND PARSLEY ENERGY
INC. TO DETERMINE REASONABLE MARKET DEMAND FOR OIL IN
THE STATE OF TEXAS

Chairman Christian, Commissioner Craddick, and Commissioner Sitton:
The Railroad Commission (“Commission”) is the premier oil and gas regulatory agency in
the United States. As such, the Commission has the duty to Texans to lead on the issue of proration.
Without question, the Commission has the authority to prorate. The issue is whether the greatest
and most sudden demand drop in history warrants Commission intervention.
The Commission has and at this time needs to continue to keep their focus on the duty to
protect natural resources and jobs for Texans. Accordingly, at a minimum the Commission should
make the decision to prorate or not based on detailed evidentiary information. The decision could
be based on the hearing on April 14th or based on detailed evidentiary hearing or hearings in the
future. In the past, the Commission has traveled to Midland, Houston, Dallas, Kilgore and Amarillo
to hear directly from stakeholders in each local on important matters.
The Commission has already heard about pipeline operators not having the ability to
transport oil to market based on lack of capacity and demand. There are numerous “bottlenecks”
throughout industry that the Commission needs to fully understand and consider in their decision
to prorate or not. Allowing individual relationships, contracts, pipelines and operators to dictate
the structure of widescale shut-ins of production is inefficient and wasteful.
The Commission as the preeminent agency in the United States needs to lead and decide
from the top. Whatever decision the Commission reaches the Commissioners should consider their
duty to protect our natural resources, jobs of hundreds of thousands of Texans, and schoolchildren
that rely on oil revenues for their education.
Thank you for taking the time to review my comments. I will not be joining the meeting
on April 14th. I wish you all the best of luck and help in these difficult times.

13330 Galleria Circle, Austin, Texas 78738
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Respectfully submitted,
/s/ Barry Williamson
Barry Williamson

cc: Callie.Farrar@rrc.Texas.gov

13330 Galleria Circle, Austin, Texas 78738

512-663-4455

barry@barrywilliamson.com

Vote for Texans, the people you represent. Workers will be fine as companies of all
industries restructure and emerge stronger. Do not create a policy that unjustly enriches,
already very wealth executives. To paraphrase the old adage, nothing takes care of low
prices like low prices.
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From: Wesley Turybury
Email: turybur@hotmail.com
Phone: 316-708-5030
Please do not proration crude production in Texas. Let the free market work. It will be much more efficient than the
commission setting a production quota.
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From: William Stasik
Email: enibill@aol.com
Phone: 5702885803
I am 100% opposed to any production quotas. Let the financially weak, overpaid and poorly run oil companies go by the
wayside. Or, let these underwater oil companies be acquired at a discount by others who are stronger, better in shape
financially and who have run their companies so they can survive this collapse. If we are forced by government
intervention (Texas Railroad Commission) to reduce out production output, then we never retain energy independence
but now become like every other government influenced industry. We will never have a global presence and they (the
enemy of Free Markets – Russia and Saudi/OPEC) WIN!
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