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1. Introduction

1.1 The current resource-limited peak in UK oil production, and near-term resource-limited
peak in UK gas production, are not isolated events. They are areflection of the global decline
in conventional hydrocarbon discoveries in new fields that has been a fact of petroleum
exploration for over 30 years. *

1.2 Because of this long-term decline in discoveries, many other countries and regions of the
World are also past, or near, their resource-limited peak levels of conventional oil or gas
production. For example:
- The US production peak for oil wasin 1971, and its output has been in decline
since, despite large finds in Alaska, and more recently in the deepwater Gulf of
Mexico. The US has now consumed about three-quarters of its original endowment of
conventiona oil. The peak in US gas production is estimated to be about now. 2
- The EU is now essentially at its resource-limited peak for both oil and gas. 3
- Though China’s oil peak isafew years away, it isnow anet importer, with imports
growing rapidly; Indiais at or past its oil peak, and also has imports that are growing
rapidly. The Asia-Pacific region, asawhole, is at or near its oil production peak.
- Russiaispast its oil production peak, although this fact is not well known, asitis
obscured by the production fall from that country’ s economic slowdown.

1.3 Overal, much of the World finds itself in the same position as the UK, in terms of oil,
and to alesser extent gas, resource-limited production.

2. Implications of the current situation

2.1 Because of this situation, the World faces almost certain near-term hydrocarbon
shortages, as follows:
(a). Global oil supply iscurrently at political risk. Thisis because the sum of
conventional oil production from all countries in the world, except the five main
Middle-East suppliers, is more-or-less at the maximum set by physical resource
limits.
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(b). World ail supply will soon be at physical risk. Thisis because the Middle-East
countries have themselves little spare operational capacity, and thiswill be
increasingly called upon as oil production declines elsewhere.

(c). Largeinvestmentsin Middle-East production, if they occur, could raise output,
but only to alimited extent. The main exception is Irag, but even here there would be
significant delays before prospects are confirmed, and infrastructure put in place.

(d). Inany event, global output of conventional oil will soon decline. The date of the
peak depends on the size of Middle East reserves, which are poorly known, and
unreliably reported. Best estimates put the global conventional oil peak between five
and ten years away.

(e). Theworld contains large quantities of non-conventional oil and various ail
substitutes, but the rapid decline in the output of conventional oil makesit unlikely, in
our view, that non-conventional sources could come on-stream fast enough to
compensate.

(f). For conventional gas, the world' s original endowment is probably about the
same, in energy terms, as its endowment of conventional oil. Since less gas has been
used so far compared to oil, the world will turn increasingly to gas as oil declines. But
the global peak in conventional gas production is aready in sight, in perhaps 20 years,
and hence the global peak of all-hydrocarbons (oil plus gas) islikely to be in about 10
Or SO years.

3. Documentation

3.1 The above views are amplified in our Submission to the Cabinet Office’s Energy Review

Team. Thisisavailable at:
http://www.cabinet-office.gov.uk/innovation/2001/energy/submissions/ ODA C.pdf.

The Select Committee may also wish to consider other sources of information, for example,

those listed in the References.

4. Research background

4.1 1t is recognised that many who have knowledge of the hydrocarbon industry are not
aware of the findings presented here, and that there is also a small number of analysts who
dispute these finding. The reaction of these groupsis usualy:

- There have been many false hydrocarbon predictions before.

- Advancing technology will access more hydrocarbons.

- Increased price will access more hydrocarbons.
There is an element of truth in these assertions, but such analysts need to address the known
facts of US, UK and European hydrocarbon peaking, and identify the extent that technology
and price can change the resource-limited redlities.

4.2 This Submission is based on the findings of a Research Group at the University of
Reading that has been studying the question of global hydrocarbon supplies for some years. ?
This Group has seven members (including the author of this submission), and contains
petroleum geologists, engineers and physicists. Their research has included extensive
discussions with oil companies, the UK government, the IEA, the EU and the US Geological
Survey. In addition, the Group has had sight of the main oil industry resource data set.

4.3 The conclusion of the Group is that the report by Campbell and Laherrére * represents
the best cal culations to-date on the future of global hydrocarbon supplies. The calculations of
the latter lead to the conclusions summarized above.
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4.4 It isworth stressing that these cal culations are based on:
- the authors' extensive geological knowledge;
full accessto the standard industry oil and gas resource database;
detailed analyses of current hydrocarbon reserves (where, particularly for
oil, neither FSU nor Middle East reserves can be taken at face value);
arange of statistical approaches to assessing the yet-to-find;
the use of models of future hydrocarbon production rates that the Group
at Reading has assessed as adequately accurate and robust.

4.5 Campbell and Laherrere are not the only investigators to come to these conclusions.
Since the 1970's similar conclusions have been reported by the UK Dept. of Energy, ESSO,
Shell and the World Bank; > while more recent work has been reported by Howell et al., °
lvanhoe, ’ Hatfield, ® The International Energy Agency, ° and Deffeyes. °

In the light of these findings, the Select Committee needs to set the decline in UK indigenous
oil and gas production against ailmost certain hydrocarbon supply difficulties across the
World.
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