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“State of U.S. Natural Gas Today”
Introduction
Mr. Co-Chairmen and members of the Congressional Natural Gas Caucus, on behalf of the Oklahoma House of Representatives, thank you for the opportunity to talk about the exciting strides we have recently made in Oklahoma as we have sought to increase natural gas usage as an alternative transportation fuel. This is an issue I am personally very passionate about and is one I believe my home state of Oklahoma is well-situated to lead the nation as we seek an all-of-the-above solution to reducing our country’s dependence on foreign oil. 
First, I believe it is critical to point out that I do not believe natural gas is the silver bullet when it comes to lessening our dependence on OPEC oil. It is but a piece in the larger puzzle of traditional, alternative and renewable energies it will take to supply America with safe and dependable energy options for decades to come. 
Compressed natural gas (CNG) powers more than eight million vehicles on the road today. Unfortunately, only about 150,000 of these are being used  in the U.S. Our efforts in Oklahoma have mostly focused on expanding CNG infrastructure to allow for growth in the number of vehicles running on CNG in our state. Without convenient places to fill their vehicles with CNG, people will not consider it a viable transportation option. 

Government can only do so much. Oklahoma is the third most gas-producing state in the nation. We have numerous natural gas companies like Chesapeake and Devon that are working to raise awareness from the private sector. The natural gas industry employs thousands of Oklahomans, and the gross production taxes collected from our natural gas helps fuel our state’s economy. When considering legislation, we focused not on mandates, but instead on incentives that will help drive consumers toward natural gas vehicles. 
Ultimately, though successful, what we are doing in Oklahoma is but a small part in the national discussion that needs to occur about our energy needs and how they will be best met in the coming years. In 1950, the U.S. produced 32,563 quadrillion BTUs of energy from fossil fuels, and consumed 31,632 quadrillion BTUs from fossil fuels. In 2008, the U.S. produced 57,940 quadrillion BTUs from fossil fuels but consumed 83,436 quadrillion fossil fuel BTUs. 

Our domestic production is not keeping up with our country’s energy demands. There are many solutions, including tapping other natural resources like wind, geothermal, nuclear, traditional oil drilling and conservation that need to be considered. But we can’t let the fact that there are multiple answers to this looming problem paralyze us from action. I believe our lack of energy independence is one of the greatest threats our country is facing today. It will take efforts from all of us, local and federal leaders and those in the private sector like the companies on this panel with me today to make our citizens aware of this issue’s magnitude. And we must start today. 
Natural gas as a “bridge fuel”
As many of you know, natural gas is not a tough sell as an alternative fuel. It is a domestic product that is found not only in Oklahoma but throughout the country, is cleaner-burning than other fossil fuels and we have enough to fuel our country’s energy needs likely for the next century. Natural gas is poised to act as a bridge fuel until a more renewable source of energy is secured. 
Natural gas vehicles will serve as a pathway to hydrogen technology, which is the consensus of where we are headed in the future once the economics become more feasible. The technology with CNG and hydrogen is similar, so it would make for an easy transition before we would ever have to worry about exhausting our national supply of natural gas. 

But, while important, transitioning to natural gas as a transportation fuel is not merely about lessening our dependence on foreign oil. In order to secure our country’s economic future, we must first secure our energy future. Natural gas jobs are American jobs. 
Much of our country’s deficit-spending can be attributed directly to importing oil. Instead of investing those dollars in local resources, we are shipping them oversees, often to countries who hate America and our democratic values system. Increased investment in domestic fuels like natural gas is a national security issue, pure and simple. 
Recently in National Review, it was put this way: “In the end, energy independence is not just about the environment or the economy. It’s about freedom and confidence. It’s about building a more secure and peaceful America, an America in which our energy needs will not be subject to the whims of nature, currency speculators, or madmen in possession of vast oil reserves.” I couldn’t agree more. 
Natural gas is the cleanest burning fuel in the world, and 97 percent of the U.S. supply of natural gas is produced in North America. There are 8 million natural gas vehicles in the world, though less than 100,000 of those are in the United States. Of the 234.6 million vehicles travelling on American roads, a mere 95,000 are natural gas vehicles, or 0.1 percent. That is compared to countries like Argentina where there are 1.5 million NGVs on their roads. Both Pakistan and Iran have nearly a quarter of their vehicles running on natural gas. Do you know why that is? So they can reserve their oil to sell to us, further feeding our addiction to foreign fuel. The European Union has mandated that 20 percent of all their vehicles must run on natural gas by 2020, and they are set to beat that timeline.

We all know we live in the greatest country in the world. We cannot let other countries work toward securing their energy future while we sit idly by, all while our dependence on OPEC oil grows. We must act swiftly, at the local, state and federal levels, to make domestic CNG a feasible option within the litany of energy choices. Only then will we truly be working toward energy independence. 
Oklahoma efforts 
Luckily, I know you all have likely heard about some of our CNG efforts in Oklahoma from our federal delegates who aptly serve as members of this caucus, Congressmen. Dan Boren and John Sullivan. But, I was asked here today by Co-Chairman Boren to expand on that knowledge, and am hopeful our legislation can serve as a model to many of your states who are also trying to do more with alternative fuels. 

This past legislative session we passed House Bill 1949 with overwhelming bipartisan support. 

· Background Information: This measure extends existing tax credits until 2015 for investments made in qualified clean-burning and electric motor vehicle property.  The tax credit can be carried forward against subsequent tax liabilities for a period of up to five years.  The measure adds hydrogen fuel cell vehicles to the list of clean-burning motor vehicles qualifying under the credit.  Qualifying vehicles also include those operating on compressed natural gas (CNG), liquefied natural gas (LNG), liquefied petroleum gas (LPG), and electricity.

The measure provides for a 50 percent tax credit for originally equipped and converted qualified clean-burning and electric motor vehicles.  The credit is applicable only to the costs of the equipment associated with the vehicle conversion or the alternative fuel components of a factory-equipped vehicle.  For example, an individual will receive a $6,000 tax credit if the cost of the conversion is approximately $12,000.  For factory-equipped CNG vehicles, such as the Honda Civic GX, the 50% credit applies to costs associated with the CNG aspect of the vehicle noted on the vehicle sticker price.

In addition, the measure provides for a 75 percent tax credit for the costs that are associated with entities investing in qualified clean-burning motor vehicle fueling stations.  The credit only applies to the actual equipment used in the delivery of alternative fuels.  The measure also provides a tax credit of up to $2,500 for individuals and entities investing in CNG equipment that allows an individual to fuel their vehicle at home.

A version of these tax credits has existed since the beginning of the 1990s.  At the beginning of that decade, CNG vehicles and fleets became popular across Oklahoma.  In fact, the state used some of the federal oil overcharge funds to invest in CNG vehicles and infrastructure; however, as the decade progressed many individuals and entities could not justify the higher capital costs associated with CNG vehicles due to lower gasoline and diesel fuel costs.  With appropriate tax credits and the discernibly higher costs of gasoline and diesel fuels as compared with the substantially lower costs of CNG, coupled with the growing price volatility associated with oil-based fuels, the capital costs of CNG have become less prohibitive. 

· Goals: The legislation was proposed in the hopes of doubling the state’s public access to alternative fueling stations within five years.  In addition, the extension of the credits for five years- and the extension of the carry-forward of the credits from three to five years- provides much needed certainty for entities seeking to invest in Alternative Fuel Vehicles.  Previous extensions were for shorter periods (i.e. a one year extension in 2008) which arguably contributed to a reluctance to invest in CNG-related infrastructure and equipment. 
· Status:  The state of Oklahoma has been at the forefront of the Natural Gas Vehicle Industry since the original credits were enacted in the early 1990s; however, with the passage of HB 1949 the state arguably offers the most lucrative Alternative Vehicle Fuel credits in the United States.  The new 75 percent tax credit for infrastructure is the most lucrative tax credit currently offered by any state.  Only California and New York have more public CNG stations than Oklahoma (29). Oklahoma currently has far more public CNG stations than the neighboring states of Kansas (2), Missouri (7), Texas (17), New Mexico (3), Colorado (18) and Arkansas (7).  Since the enactment of HB 1949, a number of companies such as AT&T and UPS have announced aggressive plans to convert a significant portion of their nationwide fleets to CNG vehicles, with an emphasis placed on their Oklahoma vehicles first.  
Use of the credits outlined and extended by HB 1949 has increased steadily in recent years. The Oklahoma Tax Commission reports that 194 Oklahomans claimed the tax credit in 2005, 213 in 2006 and 333 in 2007. We anticipate the interest in the credit will only continue to increase in the future. 
Note: The total of 29 public-access CNG stations in Oklahoma is closer to 33 or 34 with the recent opening of several additional stations, although we do not have an exact figure at this time.  Also, in a recent Oklahoman article one Oklahoma company- Okarche-based OEM Systems/ Carter Chevrolet stated that it is “on pace to convert 400 vehicles to run on CNG this year” and that “number could triple in 2010.”
Earlier this year we also passed House Bill 1952 into law, which will also help expand the CNG market in Oklahoma. 
· Background Information: This measure authorizes the Department of Central Services to utilize state funds for the construction of alternative fueling stations in underserved areas of the state, such as northwestern and southeastern Oklahoma.  In addition, the measure also increases the amount of funds that DCS may loan for infrastructure projects and repeals the requirement that a CNG conversion kit installed in a motor vehicle in the state meet the exhaust emissions standards of the California Air Resources Board (CARB).  The intent of repealing the CARB mandate in favor of the less-stringent EPA conversion standards is to lessen the cost-prohibitive burden that often impedes the conversion of vehicles to operate on CNG.
· Goals: In an effort to double public access to alternative fueling stations within the next five years, the measure allows DCS to offer public access at these stations.  If a private company moves within a five mile radius of a DCS station, public access must cease but the station can still be used my DCS and other state and local governmental entities- including school districts among others.
· Status: Plans are currently underway to increase the state’s alternative vehicle fleet.  Earlier this year, the House of Representatives purchased a CNG vehicle as part of its vehicle fleet.  In addition, DCS currently has several shovel-ready projects underway to meet the goals of HB 1952.  DCS has committed some of its FY-10 appropriated funds for two public access infrastructure projects.  One will be located in the northwest portion of the state and the other in the southeastern quadrant.  DCS hopes to fund two projects per year for the next two to three years from its annual budget to meet the goals of HB 1952.  In addition, DCS has applied for a number of federal stimulus grants via the Department of Commerce to construct even more CNG infrastructure projects.  It is anticipated that a number of projects will be funded via these grants and the Department of Commerce will most certainly approve a number of local government infrastructure projects to even further meet these goals.

Oklahoma isn’t alone
At a state level, we can only do so much, and I am thrilled to hear about some of the bills introduced by members of this caucus at the federal level, which I believe will stimulate and supplement our statewide efforts. 
Bills like Congressman Burton’s, which would allow federal lands and closed military installations to be used for private sector natural gas refinery development and Oklahoma’s-own Congressman Sullivan’s bill that would create a program of research, development and demonstration on natural gas vehicles work to bring national attention to the potential natural gas offers our country. 
Many of your states are working on your own legislation to prompt additional natural gas usage locally. Many of the incentives currently offered in Utah served as a model for some of our own credits, and I hope many of you will look at what we have done and improve on the incentives even more. 
Because we are all in this fight for energy independence together. Each state has a role to play and brings its own natural resources to the table. In Oklahoma, we are blessed with oil, natural gas and wind reserves that can help fuel the energy needs of states with fewer energy resources. This caucus represents a nationwide effort that I hope will trickle down to your individual states as we all work toward the same solution—energy and economic independence. 
Conclusion
I know I am here speaking to a group of Congressmen who clearly need no convincing of the importance of natural gas in our country. But I hope hearing about our efforts in Oklahoma will prompt you to encourage your local leaders to do more to incentivize natural gas usage. We cannot get complacent. Now is the time for action. 
Thank you for allowing me to share Oklahoma’s perspective as you address this important issue on the federal level, and additionally in each of your home states. I am available to answer your questions now or at any time in the future.

