OUR MOST PRECIOUS RESOURCES:
OIL AND WATER:
NEVER THE TV CAN MIX




My Last Talk This Decade!

: st .
Yy In 21 days, we will end the 15t decade Countdown

of the 21t century.

y' 10 years ago, we worried about:

T Y2K risk
I Return of

I Oll and gas gluts keeping energy prices

very low

y' Over next decade, energy risks
materialized from thin air and became
second greatest threat, after global
warming, to global sustainability.
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Business Survival
Planning for
the Year 2000 [EES

Source: The Economist,
March 16, 1999



A Decade Ago, Peak Ol
Was Not A Wide-Spread Term

Dr. Colin Campbell and

Jean H. Laherrere had recently
published n En d
Scientific America, but its

of Grm e

emphasis was oll prices heading
higher.

In summer of 2000, | helped
draft presidential candidate

Geor ge

Bushos

comprehensive energy plan:

My task: To identify all areas of
concern that required attention

| did not understand the term

NnPeak
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The End of Cheap Oil

Global production of conve

ional oil will begin to decline

sooner than most people think, probably within 10 year:

by Colin J. Campbell and Jean H. Laherrére

n 1973 and 1979 a pair of sudden
I.»...c increases rudely awakened the

industrial world to its dependence on
cheap crude oil. Prices first tripled in re
sponse to an Arab embargo and then
nearly doubled again when Iran dethroned
Its Shah, sending the major economies
sputtering into recession. Many analysts
warned that these crises proved that the
world would soon run out of oil, Yet they
Were wrong

Their dire predictions were emotional
and political reactions; even at the time,
oll experts knew that they had no scien
Ui basis, Just o few years earlier oil ex
plorers had discovered enormous new oil
provinces on the north slope of Alaska and
tof ku
rope, By 1973 the world had consumed,

below the North Sea ol the ¢

aceording o many experts’ best esti-
mates, only about one cighth of its endow-
ment of readily accessible crude oil (so

called conventional oil), The five Middle

Fastern members of the Organization of
Petroleum Exporting Countries (OPEC)
were able to hike prices not because oil
was growing searce but because they had
managed to corner 36 percent of the mar
ket. Later, when demand sagged, and the
flow of fresh Alaskan and North Sea oil
weakened OPEC's economic strungle
hold, prices collapsed

I'he next oil erunch will not be so tem
porary. Our analysis of the discovery and
production of oil fields around the world
suggests that within the next decad
supply of conventional oil will be unable
1o keep up with demand, This conclusion
contradicts the picture one gets from oil
Industry reports, which boasted of 1,020
billion barrels of oil (Gbo) in “Proved
reserves at the start of 1998, Dividing that
figure by the current production rate of
about 23.6 Gbo i year might suggest that
crude oil could remain plentiful and cheap

for 43 more years—probably longer, be-

cause official charts show reserves grow-
ing

Unfortunately, this appraisal makes
three critical errors, First, itrelies on dis-
torted estimates of reserves, A second
mistake is 1o pretend that production will
remain constant, Third and most impor
tant, conventional wisdom erroncously
assumes that the bucket of oil can be
pumped from the ground just as quickly
us the barrels of oil gushing from wells
today. In fact, the rate at which any well
or any country —can produce oil always
rises o u maximum and then, when about
half' the oil is gone, begins fulling gradu
ally buck to zero.

From an economic perspective, when
the world runs completely out of oil is thus
not directly relevant: what matters is when
production begins 1o taper oft. Beyond
that point, prices will rise unless demand

declines commensurately

HISTORY OF OIL PRODUCTION, from the first commercial American well in

Titusville, Pa. (Jefh), to derricks bristling above the Los Ang

basin (below), began

with steady growth in the US. (red line). But domestic production began to decline

afler 1970, and restrictions in the Now of Middle Eastern ofl in 1973 und 1979 led

1o inflation and shortages (near and center tght), More recently, the Persian Gull

War, with its burning oil fields (far right), reminded the industrial world of ity

dependence on Middle Eastern oil production (gray line)

1920s

The End of Cheap Oil

Ocean Energy Institute



Over Last Decade, My Speaking Events
And Energy Grew Exponentially

y' A decade ago, | would give
3 - 5 energy talks per year.

Yy In 2007, | gave 36 talks
Yy In 2008, | gave 46 talks.

Yy In 2009, | will have given
37 talks.

Yy Audiences expanded from energy trade groups, political
forums, company retreats to universities and communities
around the globe.

Yy And, as | spoke, my energy worries grew ever stronger.

@cean Energy Institute



Snapshot Of Past Talks

America (And The World)
Faces Genuine _
Energy/ElecticitygShaller
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| Is Energy’s Future Sustainable?



