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Renewable Energy Can Help Ease Natural Gas Crunch

Increasing renewable electricity use from 2.5 percent today to 20 percent by 2020
would reduce natural gas use by 6 percent, while saving consumers nearly $27 billion

An unprecedented surge of natural gas power plant construction Figure 1. Annual Additions to Electric Generation
(Fig. 1) over the past four years has contributed to rising natural " Capacity by Fuel, 1950-2002
gas prices, hurting American families and businesses: 80 -
70 | OCoal and Other Fuels
e Natural gas pricestoday are more than double their 1990s 60 | WMOiland Gas
level of $2.00-$2.50 per thousand cubic feet (Mcf).
e TheU.S. Energy Information Administration (EIA) has
increased its gas price projection for each of the last seven
years (Fig. 2.)
e Some analysts believe EIA’ s forecasts are still too low,
and project gas prices staying in the $4-$6/Mcf range.
¢ Some manufacturing plants that rely heavily on gas have
already had to reduce operation or move overseas.
® Natural gas accounts fOI’ abOUt 90 percent Of the cost Of Figure 2. EIA Wellhead Natural Gas Price Forecasts
fertilizer, creating a hardship for farmers.
e High gas prices may cut U.S. economic growth by 2.1
percent, according to the Federal Reserve Bank of Dallas.
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The primary solution proposed by the White House and many in
Congressisto increase gas production. They would provide large
new subsidiesto gas producers, increase drilling in
environmentally sensitive areas, and expand imports of liquefied
natural gas (LNG). We would become increasingly dependent on
importing LNG from some of the same OPEC countries we are AN
now dependent on for oil. FEEES .
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Renewable ener gy can save gas and reduce ener gy bills

Reducing gas use by improving energy efficiency and

developing renenctle energy souroes (Wind S0t gete, e B oo o
and bioenergy) can be faster, cheaper, cleaner and more secure 10% by 2020 and 20% by 2020 RES
than relying primarily on developing new gas supplies. $35 o ’ )
$30 - $26
Past EIA analyses have found that consumers could save money $25 1 4196 O commenrcial
on electricity and gas billsif electric companies met a standard § s20 - ' $8.6 O Residential
of 10 percent renewable energy by 2020. With EIA’s new 2004 B 15 - $7.3 $5.0 & Industrial
gas price forecast, a renewabl e standard of 20 percent by 2020 $10 - $5.8
would save even more money ($26.6 billion), according to new s | $12.4
analysis by the Union of Concerned Scientists (UCS) using $0 A :
EIA’s National Energy Modeling System. Commercia and 10% by 2020 RES  20% by 2020 RES

*Net present value using a 7% real discount rate.

industrial customers would be the biggest winners (Fig. 3).

References and web links available at www.ucsusa.or g/clean_ener gy
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Previous UCS analyses have found that a 20 percent renewable electricity standard would save consumers
money if renewable energy costs continue to decline as projected by UCS and the Department of Energy’s
national laboratories. The new analysis finds that a 20 percent standard is cost-effective even using EIA’s
more pessimistic projections for renewable energy

technology costs. The analysis assumes the renewable Figure 4. Cumulative Natural Gas Savings
energy tax creditsincluded in the conference report on the 25

national energy bill (Energy Policy Act of 2003) apply to -+-10% by 2020 RES

renewable energy facilities entering service through 2006. 20| TW20%by 2020 RES
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Under the 10 percent standard, renewable electricity could
save as much as 0.5 trillion cubic feet (Tcf) per year
compared to business as usual in 2020, and 5.1 Tcf
cumulatively from 2005-2025 (Fig. 4). Achieving 20 percent
renewable el ectricity by 2020 could increase the natural gas
savingsto 1.8 Tcf per year (20.6 Tcf cumulatively), equal to o S sl
six percent of total projected 2020 gas use, or more than one- 2005 2010 2015
third of the natural gas consumed by U.S. households today.
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Renewable ener gy can reduce gas and electricity prices

Because increased renewable energy use reduces the demand for natural gas, and creates new competitorsto
traditional power plants, increasing renewable energy would reduce natural gas prices. Achieving the 10
percent RES could reduce gas prices by 1.9 percent ($0.12 per million Btu) compared to business as usual in
2020. A 20 percent standard could reduce natural gas prices by as much as $0.25/million Btu, resulting in
cumulative gas bill savings of $15 billion (Fig. 5) through 2025. Under current EIA forecasts, renewable
energy beginsto displace new coal-fired power plants (which become economically competitive) instead of
natural gas facilities after 2020. As aresult, renewable energy has less of an impact on natural gas pricesin
these later years, but it continues to provide total energy bill
savings to consumers from lower electricity prices, and even Figure 5. Cumulative Natural Gas and
greater air pollution reduction benefits. Electricity Bill Savings™ (20% by 2020 RES)
35
The analysis found that a 10 percent renewable standard 30 1 Electricity Bill Savings
would decrease electricity prices throughout the study
period. Under a 20 percent standard, electricity prices would
be lower than business as usual through 2018. Between 2019
and 2025, as renewabl e energy displaced more coal,
electricity prices would increase slightly (7.0 ¢/kWh)
compared to business as usua (6.9 ¢/kWh). Electricity prices
under a 20 percent RES would still be 1.7 percent lower in
2025 compared to today’ s prices. Cumulative electricity bill 0+
savings would reach $10.9 hillion through 2025. 2005 2010 2015 2020 2025

*Net present value using a 7% real discount rate.
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Renewable ener gy plus ener gy efficiency provide the greatest benefits

Implementing effective energy efficiency measures can be the fastest and most cost effective approach to
balancing gas demand and supply, with renewable energy providing acritical mid-term to long-term
supplement. A recent study by the American Council for An Energy-Efficient Economy (ACEEE) confirms
that modest near-term reductions in gas and electricity consumption through efficiency measures coupled
with increased renewable energy use could significantly impact natural gas prices and availability, while
saving consumers more than $75 billion on their natural gas bills over the next five years. The model used in
ACEEE s analysis also demonstrates that the near-term natural gas price response and consumer savings
from increasing energy efficiency and renewable energy could be much greater than projected in EIA’s
NEMS model.
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