
THE NATURAL GAS TRAP  

by John A. Scire, PhD, Energy Policy Adjunct Professor at UNR since 1999. 

Nevada is being led into a natural gas price trap under the wrappings of "environmentalism." 

Senate Bill 123 (SB123) is leaning toward a NV Energy electrical production ratio of 60%* 

natural gas to 40% renewables. On the surface, this looks great, no more dirty coal and a massive 

increase in renewables. But this is a trap which will lead to much higher electricity prices twenty 

years out.  

The assumption is that natural gas price will remain low. That is not what the Department of 

Energy (DOE) predicts nor is that what the gas industry is expecting. In its Annual Energy 

Outlook 2013 (DOE-2013), the DOE stated:  

"After 2018, natural gas prices increase steadily as tight gas and shale gas drilling activity 

expands to meet growing domestic demand for natural gas and offsets declines in natural gas 

production from other sources. Natural gas prices rise as lower cost resources are depleted and 

production gradually shifts to less productive and more expensive resources. Henry Hub spot 

natural gas prices (in 2011 dollars) reach $5.40 per million Btu in 2030 and $7.83 per million 

Btu in 2040.”  

 

Natural gas today is about $4.00 per mmbtu (million British Thermal Units).The DOE predicts 

an increase of $3.83 or 95.75% b 2040. Assuming electricity prices are $.943 per kw today that 

means they will be about $1.83 a kw in 2040 in today's dollars. That is a huge increase.  

 

The basis for the DOE's projected price increase are the predicted massive increases in natural 

gas use in transportation, electrical generation, and exports. For example, on May 19th the DOE 

announced that a second LNG (Liquefied Natural Gas) port has been approved on the Gulf 

Coast. There are currently 16 more applications to export natural gas from ports. Once exports 

are high enough the always low US natural gas prices would move up to close to world-level 

prices. It may be that the DOE prediction of almost a double is way too conservative.  

 

The second major reason why a 60% ratio for natural gas electricity production is a trap is the 

track record of manipulation of natural gas prices by both the financial industry and the natural 

gas industry. The ENRON scandal was a perfect example of the financial markets' manipulation 

and we paid for it here in Nevada. But more recently we saw natural gas prices more than double 

from $1.88per mmbtu on April 2 2012 to $4.07 a year later (DOE). How did this happen? When 

natural gas prices started dropping in late 2011 due to overproduction and slack demand, the 

producers started capping wells all over the country. They dried up the supply enough to double 

the price. They are no guarantees that they won't do that again. If we become 60% dependent 

upon natural gas for our electricity, we are entering a financial trap and we will have higher 

electricity prices as a result.  

 

It makes more sense for Nevada's electricity to be 60% renewables and no more than 40% 

natural gas and coal. The arguments against renewable are that they are more costly and can't be 

used for base load generation. Both arguments are wrong. Over any long term period, our big 

three renewables (geothermal, solar thermal, and solar PV) have very stable prices. The biggest 

costs are upfront. Once installed, they never go up due to fuel prices. As for the base load 
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argument, Geothermal is already doing it and the new solar thermal, like the one going online in 

Tonopah shortly, will have the capability to generate electricity from 4 to 10 hours after dark. 

Our peak demand is a hot July afternoon and that is exactly when solar thermal and PV are at 

their peak. And none of the big three renewables are ever subject to price spikes,  price 

manipulation, and availability like natural gas has been, still is, and will be in the future. And, it 

still pollutes the air and emits large amounts of CO2 and other chemicals.  

 

Unlike the non-carbon based renewables, the total natural gas life-cycle is very polluting because 

it comes from fracking, which has major environmental problems. Environmental regulation of 

fracking will soon begin to drive up the cost and may restrict production, as has already occurred 

in New York State. Natural gas is still dirty, just less dirty than coal. 

We can massively increase our renewable supply simply by paying people for the excess 

production from their solar panels, like PG&E and many other utilities do. To increase 

renewables in Nevada, the shortest route is to pay homeowners and businesses for excess energy 

production from their solar panels. This was shown to be effective on a massive scale in 

Germany during the 2000-2009 period. No rebates were given, no money was given upfront to 

install solar. There were no upfront costs for the electric companies. Electricity users were only 

paid for their actual production of electricity in excess of their use. Everyone, from schools, to 

churches, to businesses, to homeowners, to state organizations, put up massive numbers of solar 

panels which took Germany to first place in the world in actual solar electrical production per 

capita. And they have so little sun compared to Nevada.! 

The Natural Gas Trap is financial and environmental. Nevada needs to stop being financially 

exploited by out-of-state suppliers of coal and natural gas and strive for energy independence. 

Natural gas dependency is still dependency.  Natural gas is still dirty power. Massive use of 

renewables will make us energy independent and make us a model for the nation in forward-

thinking, profit-oriented environmental leadership....and it should cost less than natural gas in the 

long run. 

   ******************************** 
*Oddly enough, Michael Yackira, the CEO of Nevada Energy, states in his Letter to 
Shareholders in the front of the 2012 annual report, that, "In 2012, about 60 percent of the 
power we delivered to our customers was generated at company-owned power 
plants fueled by natural gas."  So maybe it has already been done? 
 
The link for the Annual Energy Outlook, 20013 by the DOE Is: 
http://www.eia.gov/forecasts/aeo/ 
 
The link for that information on gas prices comes from : 
http://www.eia.gov/dnav/ng/hist/rngwhhdd.htm 
  
There are dozens of articles in the financial press about natural gas rig counts plummeting in 
the 2012 to first quarter of 2013. This one is typical: 
http://www.fool.com/investing/general/2013/04/21/the-biggest-reason-why-natural-gas-prices-
could-su.aspx 
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From Dr. Scire's Presentation to the National Security Forum in Reno, 6 Feb. 2013 
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(Growth in Natural Gas use for Electricity Generation* In 2005 - 2085 gigawatt hours per day 

In 2012 - 3358 gigawatt hours per day. This is a growth in NG Electricity Generation of 47%. 
Natural Gas share of national Electrical Generation went from 18% to 30% 

Coal share dropped from  49% to 37%.  
*Source: Short Term Energy Outlook, January 2013, US EIA, Figure 25) 
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(From the STEO, Short Term Energy Outlook, EIA, Dec. 2012, shows U.S. prices returning to $4 per mmbtu in 2013 
with Europe 5 times US levels and Asia 8 times, but, once LNG exports from both the US and Canada start to pick 
up in 2015 US prices will move up towards the average world prices, but not less than the $7 to $8 dollar range (in 
2011 dollars). Only restrictions on exports of natural gas can restrain the price increases.) 
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Extracted from the 2012 Annual Report of Nevada Energy. This is Michael Yackira's Letter to Shareholders. 
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