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Importance of the Permian Basin to Texas and our Nation

“The Permian Basin is at the strategic center of the emerging energy
abundance in America. This treasured resource for the citizens of Texas and
America means stronger national, economic, and energy security while also
strengthening America’s leadership on the world stage.”

Don Evans, Former Secretary of Commerce for President George W. Bush
Chairman of the Permian Strategic Partnership

Chairman Bugg and Sec. Evans tour a fracking
operation in Midland on May 23, 2019

= Qil and gas production in the Permian Basin continues to show a strong growth trajectory
enabled by technology, innovation, and enormous private capital investment

= As a result, industry will deliver rapidly increasing oil and gas severance taxes through the next
decade, if not much longer

= Growth in production in the Permian Basin and other parts of Texas is creating a global
transformation of petroleum markets. The availability, economically feasible supply might well
extend for centuries into the future. For Texas, this will continue to fuel economic expansion
and opportunity (Source: Dr. Ray Perryman, The Perryman Group)
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Previous News articles
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Tlie ‘Monster’ Texas Ol
Field That Made the U.S. a

Roads, Not Pipelines, May Be Biggest Threat to
Star in the World Market

Growth in Oil Hotspot

By Kevin Crowley By Ciifford Krauss
September 18, 2018 5:00 AM Fetid
eb. 3, 20
Road jams now commen as truck traffic surges on key highways S tf v a
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Everything used at wellhead comes by road, Shell GM says
Highway 302 Photographer: Callaghan 0’Hare/Bloomberg
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For an oilman who's worked on the Gulf Coast, near the Russian Arctic and in Royal Dutch Shell Plc's
headquarters in The Hague, being stuck in traffic on a dusty West Texas highway is not the stuff of
dreams.

The GMC Yukon rented by Amir Gerges, general manager of Shell's operations in the Permian Basin, has
crawled just four miles in the past hour. “That's probably a truck that rolled over that's causing this,”
Gerges said, speaking from weary experience,)

Turns out, it's just routine work on Highway 302, an 83-mile-long, often single-lane road that runs from
Odessa, Texas, home to a variety of oilfield servicers, to Loving County, in the western part of the
Permian. It's a stretch that saw traffic jump by 76 percent in 2017, and it's continued to rise this year.
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Permian Basin - Delaware Basin
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Mexico

The Permian Basin is an enormous land
mass encompassing 2.2 million acres,
shown in green

The Midland Sub-Basin is included in the
Permian Basin as shown in blue

The Delaware Sub-Basin is a hot bed of
drilling activity and is represented in yellow

Source: Bureau of Economic Geology (UT Austin)
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Oil Pipelines Opening in 2019
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Pipeline Capacity is planned to increase
in 2019 by 2M — 2.6M barrels per day

Pipelines provide an important
transportation mode for the movement of
oil, natural gas and liquid natural gas

Pipelines provide a direct supply chain to
coastal refineries and sea ports
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Oil Pipelines Opening in 2020
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Additional pipeline capacity is
planned to increase in 2020 by more
than 2M barrels per day
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Tax Contributions from Oil and Gas Production in the Permian Basin

= Qil and gas revenues are expected to remain above 2018 levels, growing
from 3%-9% annually. (Reported in July 2019)

= Texas oil production is expected to grow 11% per year, predominantly driven
by the Permian Basin. (Reported in July 2019)

= Texas gas production is expected to grow 7% per year, entirely due to
Permian Basin growth. (Reported in July 2019)

= The Texas Comptroller estimates severance tax revenue of $10.7B for
FY 20-21 (Reported in July 2019)

Source: Energy Information Administration;
El Energy Insights (May 2019)
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Permian Basin Drilling Activity Report (November 2019)
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Projects approved for funding in the 2020 UTP

= $300M per year in the first two years for $600M total of Strategic Priority Funds for Permian
Basin priority corridor and key project improvements

= $365M of Strategic Priority Funding for corridor improvements and key projects in the Permian
Basin

- $243M for Phase 1 improvements to IH 20 in Midland and Ector Counties

* Construction of grade separations to improve intersection operations, safety, congestion
relief, converting frontage roads from two-way to one-way, entrance and exit ramp
improvements, and increasing vertical clearances to reduce bridge strikes

- $122M for other priority corridors and key projects
* Development of Pecos relief route to facilitate safety, connectivity, and congestion relief
* Construction of Super 2 passing lanes on the US 180 corridor in Gaines County
* Development of the extension of FM 2185 in Culberson County

* Development of new location project (FM 1053) in Pecos County to accommodate safety
and connectivity

* Construction of southwest quadrant of the Lubbock outer loop (SL 88)
= $235M available to be identified by districts, evaluated, and scored for projects in the 2021UTP
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Projects approved for funding in the 2020 UTP
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Planning efforts to support the Permian Promise

= 6 Projects identified in the 2020 UTP are upgrading corridors from 2 lane to
4 lane

— Odessa District currently working with consultants to develop SH 302

— Abilene District will manage consultant contracts on four corridors
(US 285, SH 176, SH 18, SH 115)

= Abilene District will manage a consultant contract to develop the Pecos
reliever route

= Houston District currently managing consultants to develop plans to
upgrade the IH 20 corridor through Midland /Odessa

= El Paso District currently working with consultants to develop the extension
of FM 2185

Permian Promise December 11, 2019



Permian Basin needs for consideration in the 2021 UTP

= Phase Il construction on the IH 20 Corridor in Midland and Ector Counties

= Projects available to move forward with additional construction funding
include US 385,RM 652, and SH 137

= Projects available to be developed for added capacity include SH 18, and SH
115
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Permian Basin needs for consideration in the 2021 UTP
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The Permian Promise

= Continue to pursue federal grant opportunities through the
BUILD and INFRA Grant programs to leverage funds

* $50M BUILD Grants received in 2018

= Continue to develop financial partnherships with cities,
counties, economic development groups and industry - el
to address transportation challenges in the Permian Basin. B e Al
In the 2020 UTP, over $37M for transportation improvements
are from private sources

= Partnership developed with the Permian Strategic Partnership (PSP) at the request of
Governor Abbott — PSP is a coalition of 19 energy companies working in the area

= TxDOT participates in the Permian Basin Road Safety Coalition
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QUESTIONS
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