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Mission:

1. To evaluate the world’s endowment of oil and gas;

2. To model depletion, taking due account of economics, technology and politics;
3. To raise awareness of the serious consequences for Mankind.
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The General Depletion Picture

Oil & Natural Gas Liquids

2003 Base Case Scenario
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ESTIMATED REGULAR OIL PRODUCED TO 2075
Past | Future Total
Known Fields New Fields
896 | 871 133 1900
ALL LIQUIDS
986 | 1714 | 2700
In billion barrels (Gb) Status end 2002
PRODUCTION RATE FORECAST Mb/d Status: end 2002
2005 2010 2020 2050 Total to 2075
Regular Oil 60 60 47 22 1900
US-48 3.5 2.6 1.4 0.2 195
Europe 5.1 3.7 1.9 0.3 76
Russia 8.6 9.4 4.9 0.7 200
M.East Gulf 17 22 22 13 749
Other 26 22 17 8 680
Heavy, bitumen etc 2.8 4 5 6 300
Deepwater (>500m) 6.6 9 4 0 63
Polar 1.2 2 6 0 30
Natural Gas Liquids 8.2 9 11 6 400
Total 78 83 72 33 2700

Base Case Scenario: flat demand for conventional oil due to recession; M.East swing role ending in 2010
Regular Oil includes Condensate but not liquids produced from gasfields by processing — PNGL
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136 ASPO Meeting in Paris

Plans proceed well in organising the Second International Workshop on Oil Depletion, which will be
held in Paris on 26™ and 27" May 2003. The full programme will be announced next month when
arrangements with all the speakers have been finalised.

The Institut Francais du Pétrole has kindly made available a conference hall at Rueil Malmaison on
the western outskirts of Paris. The famous Palace of Verseilles lies about 10 kms to the south.
According to the Michelin Guide, there are many hotels in the vicinity, including (with approximate
price):

Bougival - Hotel Marechaux 48 rooms Euro 90 (sounds charming)

Puteaux - Princesse Isabelle 29 Euro 120

St Cloud - Villa Henri IV 36 Euro 75

Malmaison - Novotel Atria 118 Euro 125 (sounds normal modern)
Cardinal 63 Euro 100

Those looking for an imaginative travel agent, who works wonders with ticketing, could do worse
than contact

Andry Sophocles at Travel 2001, London. tel: +44207 431 2525

e-address : mail@?2001travelandbeyond.com

Important : For security and other reasons, it is important for us to know in advance who are coming.
Please therefore confirm by e-mail to C.J.Campbell (aspoone@eircom.net) if you have not already done
so. Formal registration will be on arrival when the conference fee of €100 will be collected to defray
some of the costs.

Those who are in a position to do so are asked to publicise the event within their own circles.

137 Oil & Gas Journal data criticised
For many years, the Oil & Gas Journal has endeavoured to compile production and reserve data from
government and industry sources. Its compilation is probably the most widely used source of public
information, being for example reproduced in the BP Statistical Review of World Energy. But as a
trade journal, it is in no position to assess the validity of what it compiles. What is reported is in many
cases far from the actual position. Some countries over-report; others under-report, and some fail to
update their estimates. While the Oil & Gas Journal can hardly be blamed for the erroneous
information it receives, the data that it publishes are highly misleading, as Buzz Ivanhoe points out in
his letter to the journal. This heightens the importance of the ASPO Statistical Review that does try to
correct the mis-reporting, so far as it can.
Oil & Gas Journal February 3, 2003, page 10.
Misleading reserves
OG]J's analysis of worldwide reserves is highly misleading (OGJ, Dec. 23, 2002, p. 113).
Any serious study requires that all "reserves" be based on similar data for all countries to avoid
comparing "apples" with "oranges." Those of us who have critically studied the various "world resource"
numbers since 1945 find that different nations "cheat" on their estimates. The latest OGJ numbers (pp.
114-115) show 65 out of a total 97 producing nations report "the same as last year." No attempt is made
to separate "proven reserves" from "resources." The worst offenders are the OPEC countries which have
reported the identical "reserves" for more than the last decade. One significant (?) figure and 7 zeros
(Russia) does not represent a valid report! Mexico has finally adopted the US Securities and Exchange
Commission methodology and has reduced its "hydrocarbon reserves" from 40 billion bbl at end 1997 to
28.3 billion bbl at end 2000 to 12.6 billion bbl at end 2002, or 32% of what was reported 5 years ago.
OG]J has added a guesstimate of "tar sands" of 174.8 billion bbl (slightly smaller than Saudi Arabian
reserves) to Canada's last year's total of 5.2 billion bbl. BP, which quotes OGJ numbers in its annual
reports on global energy, states "reserves of oil shale and oil sands are not included." The final result
produces a "fruit salad" comparing apples, oranges, and coconuts. Shame on you! You should know
better
L.F. Ivanhoe Consultant, Ojai, Calif.

138. Imagery, Euphemism and Conspiracy

One of the declared missions of ASPO, as stated beneath the title of the Newsletter, is to raise
awareness of the serious consequences of oil depletion for Mankind. It is a difficult and sensitive issue
that departs from the strictly technical tasks of determining the endowment in nature and modelling
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depletion, but in a sense it is the more important of the missions. Recent events give new emphasis to
this aspect of its work. Some say that scientists should restrict their comments to the subjects of their
expertise: others urge them to speak out, believing their general insight to be as valid as the views
expressed by anyone else. Adopting the latter mandate, we offer an essay on current events:.

One Point of View
The world today is probably at as great a risk as at any time in modern history as it prepares for a new
war with incalculable consequences. The United States has toppled foreign governments before, such
as those in Grenada, Panama or Afghanistan, but this time it takes on something much more serious,
touching a part of the world that has about half the world’s remaining oil. It has sophisticated
weaponry, but it transpires that the B52 or bombs of depleted uranium may be no match for dedicated
individuals who are willing to die for a cause. In fact, the new US War on Terror was a reaction to an
attack by people armed with nothing more than knives. But was it a reaction?

"Of course the people don't want war. But after all, it's the leaders of the country who determine the policy, and it's
always a simple matter to drag the people along whether it's a democracy, a fascist dictatorship, or a parliament, or a
communist dictatorship. Voice or no voice, the people can always be brought to the bidding of the leaders. That is easy.
All you have to do is tell them they are being attacked, and denounce the pacifists for lack of patriotism, and exposing
the country to greater danger."
Hermann Gé&ring, Nazi leader at the Nuremberg trials
www.mediamonitors.net/gowans41.html

Governments have evidently long employed deceptions to achieve their ends. But the age of mass
media and the nature of modern democracy have combined to bring the art of deception to new
heights. Is Deception too strong a word? It may well be, but it does come close to describing the
misleading imagery and choice of words by which governments seek to secure support from an
impressionable and often ill-informed electorate.

(see also : http://www.scoop.co.nz/mason/stories/HL0302/S0006 1 .htm )

They are not being quite straight. The American people, who are as generous as any, do not naturally
seek to dominate the world, or attack distant people. But they are ready to loyally support their
government if they can be led to believe that they are threatened or at risk. Saddam Hussein is said to
be constructing, not a good old familiar Atomic Bomb, such as the US dropped on Hiroshima, but
Weapons of Mass Destruction: they sound more sinister and threatening. Men in London are filmed
running around in white protective clothing to simulate their reaction to an outbreak of unspecified
germ warfare. No such attack is under way, but the imagery conveys the sense of threat. Troops and
tanks are sent to London Airport at the end of a Muslim feast. Television has greatly increased the
scope for promulgating the imagery. “Freedom” is a word frequently used by the US President, both
in relation to his own country and now for the Iraqi people after the invasion. It is a euphemism for
globalism and the principle of free access to resources by the highest bidder, irrespective of the rights,
traditions and wishes of those who live in the territories where the resources occur. The European
settlers in the New World faced a similar issue in earlier years but solved it by virtually exterminating
the indigenous people. That is now a better-forgotten, distant memory.

The US government must recognise that it depends on rising oil imports to maintain the way of life its
people like. It must realise that its growing import will cost much more when by 2010 as much as
40% of world supply will be coming from just five key countries in the Middle East which regard
their oil as a national asset. It may fear that its entire economy and world status, along with the
strength of the dollar, would be undermined if inflows of foreign investment failed to match its
towering foreign debt. It may fear that the Euro would replace the Dollar as the preferred currency for
world trade. Such fears may have prompted a radical new foreign policy to try to restore confidence.
Deploying military might has been a traditional means of doing so. The pound sterling used to be a
world currency, with the Bank of England promising to back it in gold. People had faith in it thanks in
part to the British gunboat.

The events surrounding September 11™ have been widely questioned by those who find the account
full of curious elements. For example, John Fulton, a government official at a homeland security
meeting in Chicago, reportedly responded to an accusation that the authorities were ill-prepared, by
saying that in fact they were that very day running a simulated attack by a hijacked airliner on the
NRO Office in Virginia. Could that explain why the normal defences were shut down? and was the
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timing a coincidence? They sound like legitimate questions, but others dismiss such doubts as being
the crazed expressions of paranoiac merchants of Conspiracy. Whether or not the US government, or
elements within it, contrived or connived at the events of September 11", the incident did provide the
practical justification for opening a new “War on Terror”. Those who did not support the United
States were declared enemies. It aimed first at Afghanistan, which borders the Caspian and was
supposed to be harbouring those responsible, before it turned on Iraq for apparently unrelated reasons.
An already vilified Saddam Hussein presented a ready-made pretext for threatened attack on the
country, which has about 60 billion barrels left in known fields. That is much bigger prize than the
Caspian, where exploration is giving disappointing results.

Some may imagine that Iraqi oil is there for the taking by simply opening the valve, but in fact an
immense amount of work, investment and, above all, time would be needed to rehabilitate the ageing
fields and bring the undeveloped smaller ones into production. Under optimal conditions, production
might double the current 2 Mb/d by 2010, but that would still meet much less than half US needs. In
reality, conditions are most unlikely to be optimal: the fields may be fired during the invasion, and
patriots may continue the struggle, as did the Resistance fighters in France during the last world war.
So it is more likely that production would fall after a successful invasion.

But a military occupation of Iraq would place US forces in a strong strategic position from which to
control oil supply from the entire region, quelling local insurrections and propping up puppet regimes.
That seems a much more logical explanation for the move than a grab for Iraq’s oil itself. In the event
that Saddam Hussein does or may pose a military threat: the only significant targets in range would be
the oilfields of other Middle East countries.

An interesting new twist is provided by Turkey, which talks of reclaiming its rights to what is now
Iraq deriving from its centuries of ownership prior to the First World War when the victorious allies
broke up the Ottoman Empire, dividing its oil between themselves. Its government offered a
bridgehead for the US invasion in return for substantial payments, but the move was defeated in
parliament, as massive anti-war demonstrations erupted. Germany, Belgium and France have broken
ranks with NATO by declining to go to the “defence” of Turkey, preferring to join with Russia in
opposition to the threatened attack. Europe has as great a need to access Middle East oil as does the
United States, now that North Sea production plummets from depletion.

On February 14™ Dr Blix, the lucid UN inspector, gave convincing evidence to the UN Security
Council that Iraq posed no immediate threat to anyone, and that any future threat could be readily
controlled by increased surveillance. Television viewers have also seen Tariq Aziz, the Deputy Prime
Minister of Iraq, who is a Christian, on his knees praying at the tomb of St Francis of Assisi,
following cordial meetings with the Pope. Massive anti-war demonstrations throughout the world
from Stavanger to Skibbereen, not to mention London where over a million marched, show that
people are far from convinced by the explanations offered to them as reason for going to war. They
were not encouraged when the British government released an intelligence document justifying its
support for the war that turns out to have been lifted from a student’s thesis, written long ago. The
Times of London carried an admirably measured response in a leading article on February 11™,
entitled “There is no virtue or safety in a war like this”, summing up the views of the great majority
of people in the country. It remains to be seen if the government will finally represent the views of the
people who elected it to do so, facing a courageous revolt in its own party in Parliament.

It seems obvious that if the United States and Britain do invade Iraq, they must have some motive
other than the declared one. Oil has to be at the head of the list of suspects.

In terms of depletion, what would control of the Middle East mean? If the people there can somehow
be subjugated, then western companies would presumably move in to ramp up the production of oil as
fast as they could, which could lead to a fall in oil price, encouraging demand. The consequence
would be that global peak would be higher and sooner, giving a steeper subsequent decline. It would
make a bad situation worse. A better policy for dealing with growing oil shortage would be for the
consuming countries to agree to match their oil demand with the depletion rate imposed by Nature.



139 Oil companies become hesitant to forecast their production

BP, the master of euphemism, has now declared that it is abandoning growth targets in favour of
“mid-cycle assumptions”. Could that just be a hint of the Midpoint of Depletion, which corresponds
with peak and the onset of decline? Shell and Chevron-Texaco are shifting ground on forecasts too.
The companies still shy away admitting to the dreaded D-word (Depletion) but rather seek to prepare
the ground for declining production by depicting themselves as exercising prudence in the face of
uncertain political and economic factors. Shell confesses to being unable to replace reserves, despite
intensive and well-organised exploration. It must mean that it has used up its inventory of under-
reported reserves from past discovery. Exxon-Mobil also confides that discovery has been falling for
35 years, despite all the famous technology and advances in knowledge. But still depicts meeting
future demand as a challenge, taking an astronomical investment, rather than a flat impossibility. The
implications are however sinking into the investment community: one London analyst remarking that
“they are having to spend vast sums of money to stand still”’. The Petroleum Review (January 2003)
has listed the new projects that are now in sight: they do not add up to much new production in a
world consuming some 25 billion barrels a year.

140 ExxonMobil confirms depletion in other words

Mr Tillerson of ExxonMobil opened the Institute of Petroleum week with an important speech that

said it all, if partly between the lines. The main points are summarised below with comments

underlined:

- The best years lie ahead for the oil industry, based on innovation, technology, performance and
integrity; (all the buzz-words but no mention of the needed resource by which to deploy these
assets)

- Hydrocarbons (largely oil and gas) contributed greatly to people’s well-being in last century, and
now account for 80% of current energy supply. The demand for petroleum is set to grow for at
least two decades (wWhy just two decades?)

- Access to petroleum is essential for future well-being (emphasis on ‘access’ may imply access to
currently closed places, namely the Middle East)

- The global economy is to grow at 3% a year to 2020. World demand for energy is to reach 290
Mboe by 2020 - 40% up.

- Growth in renewables is expected but they cost the equivalent of oil at $100-250 a barrel, and will
provide the equivalent of only 3 Mboe by 2020. Oil and gas, which provide 60% of energy today,
are to remain dominant.

- Mature areas such as North Sea are set to decline, meaning that new remote sources have to
be found

- Imports of oil and gas to Europe & USA are to grow by 3 Mb/d to 2020, but by 15 Mb/d to Asia

- By 2020, gas will meet one-quarter of global energy need, requiring massive investment to tap
remote areas, and provide liquefaction facilities.(why the need for distant areas unless those
closer are depleting?)

- Meeting demand calls for all available technology and ingenuity to offset the decline of existing
fields

- 50% of supply by 2020 will have to come from new fields — there is a need to add 80 Mboe/d.
(Calls again for access to new areas)

- Access by technology is mentioned with stress on his company’s huge research budget and highly
qualified staff (But fails to add that discovery has been declining for 35 years despite the
expertise as revealed by ExxonMobil separately, implying that it is the resource not the
technology that matters)

- The industry would have to invest $100 billion a year in exploration to meet needs for this decade
alone (far more than actually being invested. In fact this is a euphemism for shortage)

The latter part of the speech covers the issues of ethics, human rights, security, responsibilities of
government, good tax regimes, climate change, environment and all those good things. But it returns
again to the issue of Access, which presumably means the Middle East insofar it is the only place that
could begin to supply enough to meet demand. Naturally it is an upbeat speech for the occasion but it
actually tells us that supply cannot keep up with growing demand. It further tells us that substitute
energies cost the equivalent of more than $100/b, which obliquely means that oil will rise to that
price. Demand at $100/b is less than at current prices but poses many questions: who will be able to
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