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What Price Natural Gas?

"In the long term, the question will be cost.”
Testimony of EIA at Senate Hearings on Natural Gas, 10/28/2009 [1]

The price of natural gas over the next decade is one of the most important energy questions facing
the United States. Our steadily increasing dependence on gas is worrisome -- especially since gas
supply is projected to decline through

2020. [2] Natural Gas Supply Projected to
Fool Me Twi Decline 9% by 2020
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e 90% of power plants built since 2000 depend on gas

e 8 million gas homes have been built since 2000 [3]

e Almost 10,000 MW of new wind power capacity were built in 2008, but gas is the primary backup
when the wind is not producing electricity (75% of the time)

e Over 55,000 MW of new gas power plants will be built between 2008- 2012 alone [2]

And Now, The Double Whammy

EIA's analysis of the American Clean Energy and Security Act of 2009 -- the "Waxman-Markey"
climate bill -- came to this conclusion: "Our results suggest that this legislation would likely
increase the use of natural gas for generation over the next decade in all of the scenarios
we analyzed..." [1]
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Remember When?

You don't have to be a Ph.D. in economics to understand that when supply goes down and demand
goes up (or even stays the same), prices are going to increase. And that is exactly what happened the
first half of this decade when a

mere 4% decline in supply led to s u o
an almost doubling of wellhead The Last Time NG Supply Declined Just 4%

natural gas prices. [2] Prices Rose 99%
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Of course, we had a hurricane in \ /

2005. But that is exactly the point.

Our supply / demand balance for ><

gas is so fragile that a problem in
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South or a cold winter in the 15\/ \.?

Midwest will lead to price spikes ?ﬁ %

with dire socioeconomic impacts. -

In 2005, for example, businesses in
lllinois paid 101% more for gas
than they paid in 2002 -- leading
Andrew Liveris, Chair of Dow
Chemical, to state bluntly:

"Some of the best manufacturing jobs in the world are right here in the American chemical industry —
and they depend on globally competitive natural gas prices” [4]

Footnotes:

1. Richard Newell, Administrator, EIA, 10/28/2009

2. http://www.eia.doe.gov/

3. http://www.census.gov/const/C25Ann/sftotalheatingfuel. pdf
4. http://ase.org/content/article/detail/2954
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