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ASPO

THE ASSOCIATION FOR THE STUDY OF PEAK OIL

(in formation)

NEWSLETTER No 2 – February 2001

This is the second newsletter of the Association. It is still in the process of formation but very much alive. For obvious reasons, each institution has its own priorities and procedures, so that it will take time for everything to fall into place. 

As of now, we have had confirmation of firm support from

University College, Cork, Ireland

LB-Systemtechnik, Munchen, Germany

Clausthal Technical University, Germany

Reading University, England

And the proposal is under consideration by 

BGR, Germany

Norwegian Petroleum Directorate

Rogaland Research, Norway 

Furthermore a meeting was held with Dr Illum from Denmark, who is to investigate and advise on an appropriate candidate to represent his country. The Murdoch University of Australia is also interested in joining. The Ecotopia group in California has offered to make its internet-based reporting system available. It proposes to form a comparable sister-entity with the primary objective of analysing depletion in Canada, the United States and Mexico. 

On balance, it seems better in the first stages to limit our membership to European entities, but once we are fully established and funded, we can address the issue of expansion and co-operation with others.

Attached is the draft of paper to be published in the proceedings of the Clean Energy 2000 Conference, which includes a preliminary updated depletion assessment. Members may find it a useful discussion of the issues before the Association. Some comments relating to the update are given below. 

It has been suggested that the group should apply to the European Union for funding under the 5th Framework Programme. Members might like to give consideration to this issue. 

Member News 

Reading University

Dr Bentley gave a keynote address on oil depletion and its significance for India at the Petrotech Conference in New Delhi on January 9th. He found that there was already a serious interest in this subject by the Indian officials, who desire to secure better knowledge of the world position in connection with their national planning.

Dr Bentley made a visit to the Indian research establishment for consultations

By way of introduction, Dr Bentley contributes the following record of Reading’s growing interest in this subject:

A group of people at The University of Reading in the UK has been working on the question of oil depletion since they first held a seminar on the topic in 1995, to which, among others, Dr. Campbell and Professor Odell were invited.

Reading has seen its role as largely being that of checking the validity and suitability of the Petroconsultants' data, and the mid-point peaking model, for predicting the future of regional oil production in broad terms. 

Reading has had no external funds for this research, but estimate that they have spent a total of about three man-years of internally-funded research time on the problem in the period since 1995. 
The 'Oil Group' at Reading University consists of:  

Postgraduate Research Institute for Sedimentology: 
Prof. M.L. Coleman [ex-BP], Prof. B.W. Sellwood
Department of Engineering: 
Dr. J.D. Burton, Mr. R.H. Booth [ex-Shell], Dr. R.M. Mayer [ex-BP]
Department of Cybernetics: 
Dr. G.R. Whitfield, Dr. R.W. Bentley [ex-Exxon]

Reading's publications to-date on this topic include: 
2000: 
'Global Oil and Gas Depletion' Prepared as a hand-out paper for the EU Conference: 'What energy options for Europe in 2020 ?', held in Brussels, 4th & 5th December, 2000. 

'Were those past oil forecasts really so wrong ?' R.W. Bentley. To-morrow's Oil, November, 2000. (Subscription newsletter, OneOffshore Ltd., PetroData Group.) 

'World Oil Supply: Near & Medium-Term.' R.W. Bentley, R.H. Booth, J.D. Burton, M.L. Coleman, B.W. Sellwood, and G.R. Whitfield. Report submittedto the UK's Dept. for Trade & Industry 'Energy Advisory Panel', Sept 5th,2000. 

'Perspectives on the Future of Oil.' R.W. Bentley, R.H. Booth, J.D. Burton, M.L. Coleman, B.W. Sellwood, and G.R. Whitfield. EnergyExploration and Exploitation, Vol. 18, Nos. 2 & 3, pp 147-206,
Multi-Science, 2000. 


1999: 
'The Oil Future - A Very Different View.' R.W. Bentley, R.H. Booth, J.D. Burton, B.W. Sellwood, G.R. Whitfield. Newsletter, Int'l. Assocn. forEnergy Economics, 4th Quarter, 1999.

'The Future of Oil.' R.W. Bentley. Proc. 1999 European Environment Confr., Sept. 13/14, 1999, LSE, London, pp 29-38. ERP Environment, Shipley, W. Yorks, ISBN 1 872677 27 4. 


1998: 
'UK Energy - The Next 5 to 10 Years.' R.W. Bentley. Report submitted to the UK Dept. of Trade & Industry, and circulated among UK and overseas energy analysts, Jan. 1998. Updated in 1999 as: 'Oil - The Next 5 to 10 Years', and subsequently expanded as a report: 'Perspectives on the Future of Oil'. 


1997: 
'Oil Shock 'Imminent' if Heavies are Slow or Expensive to Produce.' R.W. Bentley. Energy World, June 1997, pp 20-22. The Institute of Energy, London.


1996: 
'The Conventional Oil Production Peak - 5 or 20 Years Away ?' R.W. Bentley. Energy World, Dec. 1996, pp 11-12. The Institute of Energy, London.

Reading's main contact is: 
Dr. Roger W. Bentley, Senior Research Fellow, Dept. of Cybernetics, The University of Reading, Reading, RG6 6AY, UK. Phone: +44 118 931 6796; fax: 931 8220; r.w.bentley@reading.ac.uk


Cork University 

Dr Campbell gave a seminar to a group of M.A. students in the Geography Department of University College, Cork. The subject was met with interest and enthusiasm, so much so that it has been decided to establish a new unit within the Geography Department to cover the subject. A request for research funding has been submitted to support this initiative, proposing a three-phase project  

a) an assessment of the resource base and depletion in order to forecast the date of peak production;

b) an evaluation of the global consequences of peak oil; and

c) an evaluation of the impact on Ireland.

Ireland’s energy needs have doubled since 1980, with 80% coming from oil and gas. A long-term national plan has been formulated for the construction of roads, industrial infrastructure, transport and so forth, but it assumed a “business as usual” energy supply, which is now in question.  Ireland is indeed vulnerable, being very much at the end of the line as North Sea production falls and Europe has to tap distant gas in Siberia and North Africa. So the new initiative at Cork can make an important national contribution.

Dr Campbell gave a lecture to the Irish Institute of Petroleum on February 7th 


L-B Systemstechnik

In January, Dr Werner Zittel completed a short study on oil the depletion of UK oil fields, showing the increasing number of new (small) fields needed to compensate for the accelerating decline rate of already producing fields. Though the first thirteen fields from the 1970s still contribute 15 % of today’s oil production, about seventy new fields were needed in the period 1995 to 1999 to compensate just for the decline of the old fields. Plotting each field’s production in historical order and adding all fields to the total output shows convincingly the growing speed of the “treadmill”. In fact, it looks as if the foreseeable decline already started late in 1999. According to monthly data from the Royal Bank of Scotland, oil output in 2000 was down by about 7 % on the year, but production in October 2000 (the latest available data) shows a 16% decline relative to October 1999. 

The paper will be mailed soon to all ASPO members. A short version (without individual field data) is available on the web in German at http://www.energiekrise.de/oel/artikel/docs/oelproduktion_uk.pdf 

Germany/Austria

On 23 January 2001, a public discussion on the recent oil price increase was held at the Technical Museum in Vienna, Austria. Werner Zittel contributed for ASPO with a short presentation entitled “The evening before the global energy crisis”. The presentation (in German) is available in the net at http://www.eva.ac.at/energiegespraeche ). Other speakers were J. Benigni (PVM Oil Associates), Franz Wirl (Lehrstuhl für Energie, Industrie und Umwelt, University Vienna), and Nadir Guerer (OPEC Secretariat). All statements are available at the above internet address. It was common ground among the speakers that today’s oil production system has shifted from being a supply driven system to “just-in-time” production. 

Other speakers traced this back to the economics of the industry, but Zittel pointed out that it might be also due to supply constraints, reflecting the tight production situation of non – OPEC countries, which are at peak, and that it might be very susceptible to small fluctuations that in turn might produce chaotic consequences. The situation is very similar to 1973 where the largest producer and consumer (USA) had passed its production maximum and changed to a just-in–time supply-system without any spare capacity. But this time it hits the world, thirty years later on the depletion curve, at a stage of much higher oil dependency both in absolute terms and on a global scale. It is only a matter of time before the spark ignites. It remains to be seen whether that spark will be Saddam Hussein or the US electricity and gas crises. 

US Gas

The US gas price has been in the range of between $ 2 – 4 /Mcf for more than two decades, both in nominal and real values. But within the last two months, it suddenly rose to over 10 $/Mcf, reflecting the onset of a somewhat chaotic behaviour in the US gas market. However, prices weakened over the past weeks, falling to about $6 – 7 /Mcf. This decrease is widely attributed to a reduced draw on US natural gas storage. However, what has not been spotted by most observers is that there was a corresponding draw on Canadian storage, which was greater than expected. The recently completed trans-border “Alliance” pipeline, thought to feed the Californian thirst for energy, exports not new gas, but taps the older “Trans Canada Pipeline System” and storage. If present trends continue, it looks as if Canadian storage will be reduced to close to zero by late March. An informative collection of data on US and Canadian gas storage levels and analysis is given at http://www.raymondjames.com/ecm/energy/stat.htm .

The US energy crisis is just beginning, and is very dangerous. It may easily lead to a global disruption of the energy supply system.

Dr Zittel also attended a meeting organised by the Bavarian Christian-Socialist Party, at which BP gave a misleading presentation stressing the number of new discoveries without admitting to their declining size. The speaker displayed some embarrassment when being confronted with the truth.

LBS has made arrangements with a journalist to produce a new book on the subject in conjunction with C.J.Campbell, and satisfactory initial discussions have been held with a publisher.

Clausthal

Professor Blendinger has advised that he is ready to set up an ASPO website, as soon as the group has come together in a more formal manner and as soon as appropriate manpower can be mobilized. Clausthal plans a study of Libya to explain the geology, the resource base and depletion profiles.   

Miscellaneous Items

Mr Simmons, a Houston banker, who has been in touch for some years, has joined President Bush’s Energy Committee. He has taken a keen interest in the idea of a Depletion Protocol and is to bring it to the attention of the US cabinet.  It was first proposed at the 1998 Centre for Global Energy Studies conference (see below)

Campbell C.J., 1998, The enigma of oil prices in times of pending oil shortage; World Oil Prices: oil supply/demand dynamics to the year 2020; Centre for Global Energy Studies, 208-225

Mr Bourdaire, who has contributed greatly to this debate in the past, is joining the World Energy Council and writes

“I think it would be appropriate to propose a study on "ASPO" at the next Triennal Conference of WEC to take place in Buenos Aires, October 21. Such studies would be undertaken between this WEC Conference and, at the latest the following one, three years later in 2004. However studies should be presented by one or several National Committees of the WEC. Thus, it would be appropriate to examine whether the UK or the Ireland Committee is ready to propose it.”  

ASPO could thus consider making a full-blown study under the auspices of the World Energy Council, which would perhaps help repair the damage of the US Geological Survey study.  This proposal needs to be examined further.

The Rt Hon. Edward Schreyer, former Governor General of Canada, has been in touch with a view to consultation in relation to what he sees as "The Imminent Energy Crisis”, a matter of long concern to him. 

Mr Rogers, formerly with the Canadian National Energy Board, has also been in touch and may be able to help the difficult problem of resolving Canada’s differing definition of heavy oil (at 25o API).  

Stewart Udall, President Kennedy’s Secretary of the Interior, writes again of his growing concern and desire to alert his country’s leaders to the situation

Oil Discovery in 2000

Petroconsultants has made a press release giving new discoveries in 2000 as follows:


Oil Mb
 Gas bcf
Cond Mb

L.America
547 
5508 
92 

Europe
311 
1996 
6 

N.Africa
128 
5086 
122 

C&S Africa
2785 
3260 
0 

M.East
232 
27655 
751 

Far East
813 
16957 
175 

FSU
6400 
12000 
0 

Total 
11216 
72462 
1146 

Probably most of the discovery in C& S Africa is non-conventional deepwater oil, as is some of Latin America’s. Much of the FSU discovery relates to the single large find at Kashagan East in the north Caspian.  So the general trend is probably around 6 Gb/a, one-quarter of what is consumed. It may be noted in passing that 1 Tcf of gas yields on average about 16 Mb of Condensate, which is a useful relationship when trying to identify the condensate component of total liquids which are commonly reported.
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PETROLEUM CONSERVATION PROTOCOL

HEADS OF AGREEMENT

PREAMBLE
In times of perceived absolute resource limitations and consequential physical shortages, world tensions are likely to develop in unpredictable ways. To meet these pressures and provide the understanding to avert extreme reactions, it will be necessary for industry and government to cooperate in the workings of the open petroleum market. Timing is critical because small actions taken early can prevent later tragedies. It is recognized that governments face challenges in taking preemptive action because by the nature of things there will be always be a divergence of opinion about the need and consequences of action. Vested interests may press for short term solutions that do not impinge upon their sovereignty, profits or doctrinaire commitment to the open market. This Protocol is a preemptive step to mitigate the effects of a pending energy crisis and to provide time for an orderly transition. Its costs are modest yet its benefits potentially very great, providing industry and government with a breathing space for adjustment to the resource realities imposed by Nature.

WHEREAS petroleum is a generic term for a range of solid, liquid and gaseous hydrocarbons formed only rarely in time and place in the Earth’s geological past; and

WHEREAS each category of such hydrocarbons has its own endowment in nature, extraction costs, characteristics and depletion profile; and

WHEREAS the world has become heavily dependent on petroleum, especially for transport,  petrochemicals and agriculture, needed to sustain its population; and

WHEREAS petroleum, being a finite resource, is subject to depletion whereby production in any well, field, geological basin or country starts and ends at zero; and

WHEREAS it is expedient to make timely provision for the inevitable transition between rising and falling production and to mitigate fluctuations in supply and anomalous price movements

NOW IT IS AGREED BY THE CONTRACTING STATES AS FOLLOWS:
Licensing
1. Each contracting State shall pass legislation to license the import and export of petroleum;

Production constraint
2. Save for the interim exemptions set out in Paragraph 4, each contracting State shall not extract petroleum at a rate in excess of its current depletion rate (current production as a percentage of what remains to produce) as specified in Appendix 1 or as amended;

Imports
3. Each contracting State shall not import petroleum from any State (contracting or otherwise) that is in excess of that State’s current depletion rate;

Exemptions
4.Interim exemptions shall apply for a period of five (5) years or as may be extended by mutual agreement to the following hydrocarbon categories, which may be freely produced and traded:

a) liquid hydrocarbons having a gravity greater than 45o API or less than 17.5o API;

b) liquid hydrocarbons extracted from water depths in excess of 500m or from within the polar circles;

c) gaseous hydrocarbons, including liquified petroleum gases, and synthetic fuels made therefrom;

d) liquid hydrocarbons from States that produced less than 50 000 b/d in the preceding year

Reserve verification
5. Each contracting State shall have the right, as a condition of granting import licences, to identify the specific fields from which the imported petroleum comes, and to conduct technical audits of the reserves thereof in order to determine the future supplies available from said fields and to monitor proper performance hereof, such to be facilitated by the respective contracting State;

Revisions
6. The endowment and depletion rate as attributed in Appendix 1 shall apply for a period of five (5) years, after which period any State may propose to amend said allocation based on statistical procedures specified in Appendix 2, and the other contracting States shall accept such emendation subject to technical audit of its authenticity;

Measurement
7. Each contracting State shall measure its production in accordance with industry norms and allow inspection and verification by other contracting States;

Implementation and exemption
8. A contracting State shall allocate any restriction in production arising herefrom proportionately to each of its fields in relation to the depletion rate of that field and without regard to ownership save for the following exemptions to which no restriction shall apply:

a) fields producing less than 15 000 b/d 

b) new fields for a period of seven years from the commencement of production;.

General policy
9. Each contracting State shall implement petroleum depletion policies, including fiscal measures, to encourage the exploration for petroleum, the extraction and enhanced extraction thereof, and the deferral of abandonment of fields;

Under-production of entitlement
10. Counties under-producing their entitlement are free to trade same.
Enforcement
11. Each contracting State shall take all appropriate steps to properly and fairly implement this protocol and to prevent infringements by effective and appropriate measures, such to include the withholding of import or export licences.

APPENDIX 1

Listing by country of Cumulative Production, P50 Reserves, Ultimate Recovery and Depletion Rate for petroleum, save as exempted under Paragraph 4.

APPENDIX 2

Procedures for estimating Ultimate Recovery based on

a) the asymptote of a plot of cumulative discovery against sequential wildcats

b) the extrapolation of the size-rank relationship of discovery (parabolic fractal)  

Updated Depletion Assessment

A preliminary update of the global assessment and forecast based on Oil & Gas Journal data for 2000 is included in the attached paper. There are still a number of unresolved issues needing further attention:

· Identification of heavy oil (below 17.5o API), especially in Canada and Venezuela

· Identification of deepwater oil
· Acquisition of early production data for FSU republics
· Treatment of FSU reserves
· Re-evaluation of the reserves of Saudi Arabia, based on evidence emanating from Aramco that they are much lower than reported by the O&GJ. 

· Further evaluation of the growth of non-conventional production
· Further evaluation of gas and non-conventional gas production
The model is run from Quattro Pro spreadsheets, manually compiled. There is scope for developing a more automated and professional database. Individual country and regional assessments are available on request from the undersigned. 

General

Please furnish any corrected e-mail addresses, correct postal addresses and any special instructions as to contacts. Acknowledgement of receipt with any comments and suggestions would be appreciated.  This edition will be transmitted by e-mail (excluding the attachment) and surface mail.




C.J.Campbell, 

Staball Hill

Ballydehob, 

Co. Cork, Ireland

+353 2837533

