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NATURAL GAS SYMPOSIUM

MONDAY, JANUARY 24, 2005

U.S. SENATE,
COMMITTEE ON ENERGY AND NATURAL RESOURCES,
Washington, DC.

The committee met, pursuant to notice, at 1:05 p.m., in room SH-216, Hart Sen-
ate Office Building, Hon. Pete V. Domenici, chairman, presiding.

OPENING STATEMENT OF HON. PETE V. DOMENICI,
U.S. SENATOR FROM NEW MEXICO

The CHAIRMAN. Hello, everyone. This is not a formal hearing, so I do not think
we will be using the gavel very much.

But before I have a couple of remarks and yield to Senator
Bingaman for a few remarks, it is obvious from the crowd that an
awful lot of people want to speak and they all cannot. So we have
done our best to put people here at the table with us in different
panels that we have selected that we think will, in total, represent
most of the issues on the topic. But we will not get that done un-
less we follow the rule, which is even a little stricter than the
house rule, and Senators cannot do it, but we expect you to, and
that is going to be 2 minutes each. I do not know what we will do
if you exceed it, but even though it is nice and warm in here, a cold
pitcher of water on your head would not feel very good.

[Laughter.]

The CHAIRMAN. In any event, you are all welcome to the con-
ference. It is pretty obvious that by your attendance and by what
we have read in advance of it that natural gas, in all of its aspects
and ramifications, is terrifically important to our country and to
many institutions, entities, users, consumers in the United States.

I want to thank all the different groups and individuals that
have submitted proposals. It is most interesting. I cannot say we
have read them all, but summaries of many of them would indicate
that these summaries that you have given us and submissions are
very, very important. By using them all, it should give us sufficient
information to move ahead with what we ought to be doing.

Thank you again to those of you who are going to participate,
and all of you here in the audience that are interested in the dis-
cussion, we thank you for being here.

Now, there was a gentleman from the U.S. House of Representa-
tives, Michael Wu, who for a long time was a terrific staff man
with reference to putting together energy policy. Linda Stuntz, who
is here, knew him because of their work together in behalf of all
of us, and I think that we would like her, if she would, to say a
few words in recognition of Michael so that we would all know
about him and spend a moment or so thinking about him. Linda.

o))
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Ms. STUNTZ. Thank you very much, Mr. Chairman.

Many of us in this room, between the years of 1977 and 1994,
had the opportunity and the privilege to work on matters relating
to natural gas, as well as other energy matters, with Michael Wu
who was Mr. Dingell’s chief counsel on energy during all that time.

Michael died last Tuesday after a terrible car accident on Christ-
mas eve. I asked and appreciate the chairman granting me a mo-
ment to remember him with all of you here, so many of his friends,
and I would simply ask we could have just a moment of silence in
honor of Michael and in support of his family. Thank you so much.

The CHAIRMAN. Thank you very much. We will do that.

[A moment of silence.]

The CHAIRMAN. Thank you, Linda, and thank you, everyone.

I think for staff members—and there are many—who work for all
of us, I think what has just transpired here would indicate that
there are people working for us, Democrat or Republican, that can
truly rise above partisanship and do marvelous things for our coun-
try and he was one of them.

The high level of response indicates that we have a shared con-
cern about the natural gas challenges that we face as a Nation.
The chart on my left illustrates the core problem. Our consumption
is outstripping production at an increasing rate. You can see that
as those lines diverge. In 2004, we imported 15 percent of our nat-
ural gas. These charts and the information come from the Energy
Information Agency. Their estimates are that in 2025 we will have
to import or find a substitute for natural gas in the quantity of 25
percent, as compared with the 15 that we do now, almost double.

The chart on my right demonstrates in their opinion, where most
of the imported natural gas is expected to come from, LNG,
liquified natural gas. According to the EIA, in 2004, we imported
6 million cubic feet of LNG. In 2025, they think the importing will
be 6.4 trillion cubic feet. Now, I am not saying these are the re-
ality. I am saying this is what they put down as the ways to meet
the demand versus the current expectations of supply.

So progress so far on siting these LNG’s has been nonexistent,
almost impossible to get done.

These two charts summarize why there is a natural gas crisis,
in terms of demand and supply, under current situations. The nat-
ural gas crisis affects residential, commercial, industrial consumers
and it has cost the consumers many billions of dollars. That is obvi-
ous purely and simply because of the price increase.

So we begin this session, those of us in the Senate and those in
the House, I hope—I believe that is the case—with renewed efforts
to pass a comprehensive energy bill. It is right and I think that it
is appropriate that our initial steps would be to assess the natural
gas situation and, working together, to attempt to develop solu-
tions.

Now, we have the rules. We are going to try to follow them with
a clear understanding that we know you are contributing to our
knowledge base. We will use it in due course, but we cannot hear
everything each of you wants to say. We are going to hear 2 min-
utes of what you want to say, and the rest will be made a part of
the record and we will read it in due course.
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[A prepared statement of Governor Bill Richardson of New Mex-

ico follows:]*
STATE OF NEW MEXICO,
OFFICE OF THE GOVERNOR,
Santa Fe, New Mexico, January 7, 2005.

The Honorable PETE DOMENICI,
Chair, Committee on Energy and Natural Resources, U.S. Senate, Washington, DC.

The Honorable JEFF BINGAMAN,
Ranking Member, Committee on Energy and Natural Resources, U.S. Senate, Wash-
ington, DC.

DEAR SENATOR DOMENICI AND SENATOR BINGAMAN: I am writing in response to
your request for comments regarding the nation’s natural gas supply. Although I am
not able to speak at your January meeting because of the legislative session in New
Mexico, I would appreciate your consideration of my comments.

Natural gas is an important part of New Mexico’s economy and of a sound energy
policy for the Nation. It is a relatively clean-burning fuel that should be an impor-
tant bridge fuel as we work together to develop a diversified, economically resilient
energy economy more dependent on renewables and new storage technologies such
as hydrogen.

The Nation’s growing reliance on natural gas has created a supply/demand imbal-
ance and significant price vulnerability affecting American businesses and con-
sumers. The Industrial Energy Consumers of America estimates that the price spike
since June of 2000 has cost U.S. consumers and businesses an extra $I50 billion or
more. Federal Reserve Chairman Alan Greenspan has noted that the sustained in-
crease in natural gas prices could have structural effects in our Nation’s economy.
Although it is critical to increase supply, we must also take serious steps that will
reduce demand, encourage fuel-switching, and stabilize demand growth. Otherwise
we will continue to make ourselves subject to future price increases like the one af-
fecting our Nation so negatively today.

DOMESTIC GAS PRODUCTION

I agree with the Committee’s recent emphasis on encouraging the construction of
the Alaska gasline, which can introduce a vast amount of natural gas into North
American markets. On the other hand, as Governor of the second-leading onshore
gas-producing state, I have been deeply concerned by the Administration’s emphasis
on opening and developing everything available on western public lands. In my state
alone, there are two major, immediate examples of the wrong approach to devel-
oping our public lands:

e the Interior Department is putting tremendous effort into opening virtually all
of Otero Mesa, a Chihuahuan Desert grassland of international ecological sig-
nificance, to oil and gas leasing—despite the fact that I have offered a sensible
and balanced alternative proposal in accordance with the agency’s planning
rules; and

e the Agriculture Department is moving toward oil and gas leasing in the Valle
Vidal, a pristine wildlife and recreation area much valued by local residents
(and adjacent to the internationally known Philmont Boy Scout Ranch)—despite
the fact that this area was donated to the Carson National Forest by Pennzoil
for perpetual conservation.

Access to natural gas resources in the West is not a problem that needs Congres-
sional attention. According to Bush Administration numbers, 88% of the technically
recoverable federal gas resources in the five major Western basins are open to explo-
ration and development. These available federal reserves are in addition to signifi-
cant natural gas available on state and private lands. I would discourage the Com-
mittee from streamlining environmental laws and taking other measures to expedite
gas production from federal lands. Such an approach would wrongly affect hunters,
ranchers, local residents, landowners, and conservationists throughout the West, re-
gardless of party affiliation.

ENERGY EFFICIENCY: REDUCING DEMAND

Energy efficiency and conservation represent the fastest way to reduce demand
pressures and to create conditions for long-term natural gas affordability. The July
2004 joint statement of the American Gas Association and Natural Resources De-

*All proposals submitted for the record can be found in the Comittee records.
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fense Council showed how collaborative, effective, and sensible the concept of nat-
ural gas conservation and efficiency is for our country. This statement was endorsed
by the Alliance to Save Energy and the American Council for an Energy Efficient
Economy.

Energy efficiency is critical across all sectors of the economy. Fast-growing nat-
ural gas demand for space heating and electrical generation can be met in part by
various measures that are affordable and will pay off for consumers and businesses.
The energy efficiency tax incentives in H.R. 4206 (Cunningham and Markey) and
S. 2311 (Feinstein and Snowe) from the past Congress are a good basis for the Com-
mittee’s consideration. The Congress must act on efficiency immediately, because it
is in this area that the greatest gains can be most quickly achieved. Passage of tax
incentives will assure that affordable conservation and efficiency measures enter the
marketplace quickly.

FUEL-SWITCHING TO CLEAN ENERGY SOURCES

The second step that the Committee should explore and emphasize is how to en-
courage the clean new technologies that will help meet the demands now being in-
creasingly placed on natural gas. This nation is overreliant on a few fuels, such as
oil for transportation and coal for electric generation, and will benefit economically
and environmentally from diversifying its energy portfolio by investing in clean en-
ergy that can come to market today. In some cases, such as wind and solar, the re-
sources are not always in the same place as the demand, so this also implies a need
for new national transmission planning that will allow these valuable resources to
be brought to market affordably and soon.

Based on bipartisan support for a resolution co-sponsored by California Governor
Arnold Schwarzenegger and myself last June, the Western Governors’ Association
is now producing a blueprint for 30,000 MW of clean energy development in the
West by 2015.

This is achievable—but we need federal help. By producing this amount of renew-
able energy, the West can help displace and prevent growing demand for natural
gas in the electrical sector. The Congress should immediately:

e extend the wind, biomass and solar tax credits for ten years, to remove the
stopand-start dynamic of these current federal tax incentives;

e initiate research and investment tax credits for energy storage projects that will
help make wind and solar energy more dispatchable;

e adopt a national renewable energy requirement, which will prevent or dampen
future price spikes, create thousands or millions of jobs, save vast amounts of
natural gas, and strengthen the Nation’s economic resilience; and

e embrace a program of advanced clean coal development in the American West,
where the gasification of coal promises huge, long-term potential for clean fossil
fuel combustion and carbon sequestration.

These steps, taken together, will create a new energy development dynamic that
will reduce pressure on natural gas supplies, and assure that this important but fi-
nite resource is not overused for our immediate needs.

LIQUEFIED NATURAL GAS

Although I support increasing imports of liquefied natural gas (LNG), I believe
that the Nation must look at LNG as a partial solution to its energy challenges.

First, natural gas markets are becoming more global, which implies potential sup-
ply and price disruption, as well as price competition, at a scale we have not pre-
viously experienced in gas markets. Becoming heavily reliant on imported natural
gas can give other nations the opportunity to constrain supply at strategic times,
as has happened to the United States in international oil markets with terrible eco-
nomic effects. Protecting ourselves by limiting our reliance on imported gas is in the
national interest.

Second, as recently recognized in a report released by the Sandia National Lab-
oratory, LNG tankers and facilities-are terroristtar gets. This is less true of some
of the distributed clean energy facilities that I recommend above, and certainly en-
ergy efficiency and conservation constitute no attraction to terrorists.

As past Secretary of the U.S. Department of Energy, I commend you and the
members of the Committee for attempting to address the Nation’s energy policies.
Strong, comprehensive, and balanced energy policy is needed, and you are in posi-
tion to provide the leadership our Nation needs. Please work toward resolution of
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our natural gas challenges in a way that helps address the issues I have put before
you today.
Sincerely,
BiLL RICHARDSON,
Governor.

The CHAIRMAN. With that, Senator Bingaman, you are not lim-
ited by any rule.

[Laughter.]

The CHAIRMAN. Do you have anything to say?

STATEMENT OF HON. JEFF BINGAMAN, U.S. SENATOR
FROM NEW MEXICO

Senator BINGAMAN. Well, Mr. Chairman, I want to set a good ex-
ample and be very brief in my comments. I want to congratulate
you on convening this conference and I think it is extremely impor-
tant that we try to better understand this set of issues. Obviously,
a lot has changed with regard to our natural gas supply and usage
in recent years, and we have a room full of very knowledgeable
people here who are anxious to tell us about it and I think it is
a very constructive step that you have taken. So I look forward to
hearing the testimony and statements and I hope we get a chance
to ask some questions. Thank you very much.

The CHAIRMAN. Thank you very much, Senator Bingaman.

So we are going to proceed now. This will be the order we will
use each time. The question now, with reference to panel number
one, is increasing the supply of natural gas. Now, we understand
many of these issues work in harmony and there may be overlap-
ping. We have selected you on the basis of your talking to us about
your ideas on natural gas supply.

We are going to start now on our left with Larry Downes from
the Natural Gas Council. Is that correct?

Mr. DOwWNES. Yes, it is, Mr. Chairman.

The CHAIRMAN. Now, in each case I am not going to be naming
you. You will each tell us who you are as you move around the
table. Larry.

STATEMENT OF LARRY DOWNES, CHAIRMAN, NATURAL GAS
COUNCIL AND THE AMERICAN GAS ASSOCIATION

Mr. DOowNES. Yes, Mr. Chairman, Senators, thank you. My name
is Larry Downes. I am chairman of the Natural Gas Council and
the American Gas Association. I am also CEO of New Jersey Re-
sources. We are a local natural gas distribution company.

I first want to say thank you for your leadership in addressing
this important issue. Ensuring reasonably priced natural gas for
émerica’s customers is among the most important things we can

0.

I think you know from our perspective natural gas is America’s
preferred fuel for homes and businesses. My company is at the
front door of many of those homes and businesses, and from that
perspective, I want to tell you what I think they would be sharing
with you if they were here today.

The facts are we know that demand for natural gas is growing.
We know that supply is struggling to keep up. We also know that
customers are bearing the burden of record-high prices and that we
must take action promptly. But what should we do?
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First of all, we need to make an objective, dispassionate reassess-
ment of restricted Federal lands. There are large tracts of Federal
lands that are restricted for resource activity. These limitations
were appropriate when they were put in place decades ago, but in
the interim, significant technological advances have been made in
developing our Nation’s resources in an environmentally friendly
fashion. And as a result, I think it is time that we need to take
a fresh look to determine which limitations remain necessary to
protecting our environment and really identifying those which do
not.

Secondly, we must streamline and expedite the Federal permit-
ting processes and ensure adequate funding. Today permitting
processes seriously delay our ability to draw upon our Nation’s
ample reserve base of natural gas. Given our Nation’s needs, we
need to expedite these procedures while still observing our core en-
vironmental values, and we need to make sure that the Govern-
ment has the fiscal resources to do so.

Third and very importantly from our perspective, we do not ask
that environmental values be relaxed or loosened. It is sometimes
suggested that our industry seeks a relaxation or a loosening of our
Nation’s environmental values. This is simply not true.

Rather, what we are looking for is a reasoned and dispassionate
reconsideration of decades-old land limitations, undertaken through
the prism of the experience and technological advances that have
been gained in those years, to put in place a permitting mechanism
that assures proper environmental review while eliminating abuse
and delay.

In summary, the time is short. The issues are clear. We need to
act.

Thank you for having me.

The CHAIRMAN. Thank you very much.

STATEMENT OF VELLO KUUSKRAA, PRESIDENT,
ADVANCED RESOURCES INTERNATIONAL, INC.

Mr. KUUSKRAA. Good afternoon. I am Vello Kuuskraa, president
of Advanced Resources.

The CHAIRMAN. Of what?

Mr. KUuuskraA. Of Advanced Resources International.

Many view that domestic natural gas supplies have peaked and
are in terminal decline. We do not have to accept this view. Yes,
we are running low on easy-to-find and cheap-to-produce conven-
tional gas. Yet, massive volumes of unconventional gas remain
locked in tight gas sands, gas shales, and coalbed methane. Also,
our deep gas resources and methane hydrates await technological
breakthroughs.

We are in a race between resource depletion and technology
progress. The public-private partnerships and research investments
of the past enabled technology progress to stay in the lead. Today,
with severe reductions in such investments, the iron grip of deple-
tion has moved to the forefront. To correct this problem I would
like to propose three actions.

First, create a new set of private-public partnerships with $100
million per year of funding for applied research and technology de-
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velopment and demonstrations of advanced natural gas supply
technology.

Second, provide targeted investment tax credits for unconven-
tional gas development.

Third, ensure improved access to natural gas resources on Fed-
eral lands.

This three-part strategy will enable domestic onshore natural gas
production to be 2 tcf per year higher, equal to six LNG plants, and
natural gas prices to be significantly lower in the near term. This
is not intended to argue that we can do without increased imports
of LNG or without the Alaska natural gas pipeline. Rather, with
supportive legislation and policies, we can keep from becoming
overly reliant on imports.

Thank you for this opportunity.

The CHAIRMAN. Thank you very much.

STATEMENT OF ERIC BARLOW, ON BEHALF OF
THE WESTERN ORGANIZATION OF RESOURCE COUNCILS

Mr. BARLOW. Greetings, Mr. Chairman, Senator Thomas, mem-
bers of the committee. My name is Eric Barlow. I am with the
Western Organization of Resource Councils. I live on a family
ranch in northeast Wyoming in the Powder River Basin. Living on
a ranch that is experiencing coalbed methane development affords
me with a different perspective than some of the perspectives you
may hear today.

The West is making a contribution to increasing natural gas sup-
ply. The significant rise in permitting, active wells, and production
are evidence that a boom is occurring the West. However, this is
coming at a cost. It is a cost to our water, our air, our land. It is
also coming with the associated conflicts and controversies which
are a cost to our families, our communities, the industry, and ulti-
mately the consumer.

I come here with a simple message: let’s do it right.

Mr. Chairman, there are ample opportunities to go down a road,
a flawed path to reducing, weakening protections, to limiting mean-
ingful participation, to further erosions and accountability. This
course can only lead to greater conflict. It can only lead to more
impacts and less certainty.

It can be done right. Our proposal is for more opportunities for
input, stronger values in our resources, all of our resources, greater
accountability, not less.

An example of doing it right might be taken from SMCRA, the
Surface Mining Control and Reclamation Act. It requires very dis-
tinct things. It requires surface owner consent, water remediation
and replacement. It requires public input. For 28 years that law
has been in effect and the coal mining industry is an integral part,
a prosperous part of our energy situation today. I believe following
this type of an example, we can go forward and come to a better
place for the industry and a better place for all us.

Thank you for your time.

The CHAIRMAN. Thank you very much.
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STATEMENT OF NOLTY THERIOT, DIRECTOR, CONGRES-
SIONAL AFFAIRS, NATIONAL OCEAN INDUSTRIES ASSOCIA-
TION

Mr. THERIOT. Good afternoon, Mr. Chairman and Senators. My
name is Nolty Theriot and I am representing the National Ocean
Industries Association, the only trade association comprised of all
segments of the offshore energy industry. I am delighted to have
the opportunity to discuss some of the possible solutions available
to increase our domestic natural gas supply, specifically the impor-
tant choices involving offshore energy exploration and production
fS'r}(l)rrllfthe submerged public lands of the Federal Outer Continental

elf.

At present, over 80 percent of the offshore areas are off limits to
oil and gas development. In addition, these areas under drilling
moratoria are estimated to hold at least 79 trillion cubic feet of
natural gas. This is enough energy to meet current residential
needs for more than 15 years.

We understand not all areas are suitable for development. How-
ever, before we can have an informed discussion, it is important
that we carefully examine all areas likely to contain natural gas
and determine which can be harvested using our Nation’s highest
environmental standards.

We recommend that Congress allow all Federal OCS areas to be
assessed for their resource potential, and decisions as to which
areas should be off limits and which may be appropriate for energy
development be made based on the information gathered.

Another issue affecting the stability of our domestic energy sup-
ply is the Coastal Zone Management Act of 1972. Overall, this 1s
valuable legislation, but some interest groups have used the law to
stall or hold offshore development in a never-ending loop of permit
approvals and appeals. In order to improve the cesium A planning
and consistency review process and ensure that it is not inappro-
priately used as a delaying tactic, we recommend that Congress es-
tablish clear information requirements for State and Federal deci-
sion-making, ensure timely action by the Secretary of Commerce on
State appeals by setting a deadline of 120 days from the date of
filing, with limited opportunity for extension, and provide a single
consistency certification covering all Federal license and permitted
activities.

In closing, I would like reiterate that the ability to meet the Na-
tion’s natural gas needs will continue to be in question until prom-
ising areas are open for responsible exploration and production and
barriers to development are removed.

Thank you very much for your time and attention.

The CHAIRMAN. Thank you.

STATEMENT OF BERT KALISCH, PRESIDENT AND CEO,
AMERICAN PUBLIC GAS ASSOCIATION

Mr. KALISCH. Good afternoon, Mr. Chairman, Senator Bingaman
and other members present today. My name is Bert Kalisch. I am
the president and CEO of the American Public Gas Association.
About 950 public gas utilities serve 5 million homes and businesses
across America, including 15 communities in New Mexico. We are
very pleased to participate.
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APGA’s number one priority is to bring natural gas prices back
to an affordable level. As the voice on this panel closest to the con-
sumer, APGA is keenly aware of the hardships and burdens high
natural gas prices have had and continue to have on the customers
we serve.

We believe many important steps must be taken to bring natural
gas prices back to an affordable level. But one critical step is to in-
crease access to domestic gas supplies, including offshore resources.
A big step in this direction is a proposal called SEACOR, State En-
hanced Authority for Coastal and Offshore Resources. SEACOR
alone could provide access to more than 145 trillion cubic feet of
natural gas for potential development.

SEACOR finally makes a distinction between oil and gas produc-
tion. It requires that current moratoria be set aside. It provides
coastal States with greater authority and financial incentives to
bear the risks and impacts of offshore drilling activities.

Greater State authority is realized by: extending a State’s off-
shore boundaries from the current 3 miles out to 12 miles; having
veto authority on drilling activities out to 40 miles for natural gas,
60 miles for oil.

Greater financial incentives are realized, for example, in Cali-
fornia, which received $3 million last year, under SEACOR, it
would have been closer to $82 million. Louisiana received $35 mil-
liorll1 last year. Under SEACOR, it would have been closer to $200
million.

Mr. Chairman, APGA applauds your untiring efforts to try to
pass comprehensive energy legislation. Whether the approach
taken in this Congress is comprehensive energy legislation or a
stand-alone natural gas bill, APGA looks forward to working with
you and your staff to pass a bill that restores natural gas prices
to an affordable level.

Thank you.

The CHAIRMAN. Thank you very much.

Now we proceed right here. Bob.

STATEMENT OF BOB GALLAGHER, PRESIDENT,
NEW MEXICO OIL AND GAS ASSOCIATION

Mr. GALLAGHER. Mr. Chairman, Senator Bingaman, I appreciate
very much the opportunity to be with you today and applaud your
efforts. You make us proud back in New Mexico, and I appreciate
the opportunity.

I think the answer to affordable natural gas is easy: available
natural gas makes natural gas affordable. I think you can sum it
up in three words: “access, access, and access.” If our industry does
not have access to Federal lands and waters, our country does not
have affordable natural gas, nor will we be able to meet the grow-
ing demand. I believe it is that simple.

Several areas. The National Environmental Policy Act. We would
like Congress to have a strategy to limit the opportunity to abuse
the Federal decision-making and delay decisions.

The Endangered Species Act is broken and needs to be fixed. It
is used now as a tool to hinder land management planning and
project permitting. We would like Congress to move to require that
listing petitions be based on the best available scientific and com-
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mercial information and developing specific criteria for what con-
stitutes best available data. Also, avoid having land use agencies
treat a species petitioned for listing as a basis for managing the
species as sensitive or special status.

In the areas of land use, land use planning is required of Federal
land use agencies. We believe that the agencies should use a rea-
sonable, foreseeable development scenario as a planning tool and
refrain from using it to suspend development once the well count
is reached. Instead, total surface disturbance over time that ac-
counts for reclaimed acreage should be used.

Mr. Chairman, restrictions to drilling in the Potash Enclave
came about when potash was considered essential to national secu-
rity. Through the years, the uses and the values have changed.
There are close to 1 million acres of land in southeast New Mexico
that are off limits because of potash requirements.

Applications for permit to drill. We believe that we ought to use
categorical exclusions for wells and right-of-ways that require mini-
mal surface disturbance and, more importantly, a 45-day permit
processing period, after which the permit is approved if it has not
been denied with reason.

We would encourage research and development.

We would also encourage having some help, Mr. Chairman, on
transportation. Pipeline companies presently have no combination
authority on Indian lands, and as such, we have trouble with right-
of-ways both before and with——

The CHAIRMAN. Thank you very much.

Mr. GALLAGHER. I hear the buzzer. Thank you, Mr. Chairman.
I appreciate the opportunity.

[A prepared statement of Mr. Gallagher follows:]

PREPARED STATEMENT OF BOB GALLAGHER, PRESIDENT,
NEwW MEXICO OIL AND GAS ASSOCIATION

INCREASING DOMESTIC NATURAL GAS SUPPLY AND INFRASTRUCTURE: AN INDIAN
COUNTRY FOCUS

Executive Summary

Over the last half century natural gas companies have built hundreds of miles of
gas pipelines that transport New Mexico gas over the land of Indian Nations. This
infrastructure has created numerous on-going, steady, high paying jobs for Indian
people and has resulted in millions of dollars of tax and other revenue to state and
local governmental entities. The success of the New Mexico natural gas industry is
1(rjeliant upon the cost effective transportation of natural gas supplies across Indian

ountry.

The financial position of today’s natural gas companies serving New Mexico and
transporting gas across Indian Country has changed dramatically due to rapidly
growing competition in the western gas market and the ever increasing land costs
associated with transporting gas across Indian land.

Given the economic realities of the natural gas industry, the companies operating
in and serving New Mexico are at a crossroads: either control cost of service, of
which right-of-way costs are a component, or face the prospect of losing significant
market share, threatening the viability of the companies, and thereby limiting the
resources available for investment in New Mexico and Indian Country. The indus-
try’s preference is to work with the 