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The global market will need increas-
ing volumes of oil from members of
the Organization of Petroleum Export-
ing Countries after non-OPEC produc-
tion reaches a maximum of about 50
million b/d between 2007 and 2011
(sce big 7, OG), Feb. 21,2005, p. 28).
Predicting future OPEC production

potential is subject to considerable un-
certainty as it depends on a number of
interrelated factors:
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ity in the Persian Gulf OPEC countrics,
* The ability of OPECS mature oil

ficlds to increase production capacity.
\ question crucial to future oil sup

ply, therefore is: Can OPECS old fields

deliver?

Persian Gulf producers

Most of OPEC’s remaining otl re-
serves (80, some 700 billion bbly and
future production potential are in the
five Persian Gull oil producing coun
tries: Saudi Arabia, Kuwait, the United
Arab Emirates, Tran, and Trag. These
producers share the following charac

teristics (see also Fig. Ta):

The first part of this two-part * Supergiant oil ficlds provide most

series appeared Feb. 21,2005, p.20. of the oil production and tuture oil

production potential.

e Most of these oil ficlds have been
on production since the 19508 and
1960s, and many have been on plateau
production since the 1970s.

* The fields discovered in the 19404
o 1960s are 35-55"0 depleted. Average
OPEC depletion is some 307,

e Since the 1980s, most of the fields
have been conserved at low ofttake
rates, typically fess than 226 This com
pares with offtake rates of the Prudhoc
Bay oil field of nearly 5% and of Forties
of more than 7%.

= The initial production rate from
new wells has declined from wens of

thousands of barrels per day in the
1960s and 19705 to thousands of bar-
rels per day today.

* Most of the supergiant oil fields
have had water or gas injection installed
Lo maintain pressure for 20-30 years.
Handling produced injection fluids is a
growing problem in fran, Saudi Arabia,
the UAE, and in older ficlds in Traqg
(Kirkuk, Zubair, and Rumaitah).

* The published plans of the state
oil companies in the region indicate
extensive deployment of infill drilling,
multilateral and horizontal wells, and ¢n
hanced oil recovery tcc]mologicx, in line
with the mature nature of their oil fields.

The fundamental importance of
reservoir quality, field size, and maturity
ol producing ficlds can be illustrated
by taking a closer look at cach of these
countries.

Saudi Arabia

Oil was discovered in Saudi Arabia in
1938, and the country began producing
oil in the same year,

Supergiant Ghawar oil field was
discovered in 1948 and has been on
production since 195 1. The field has
been on platcau production of 3-5.5
million b/d since 1972, Ghawar oil
ficld had produced 57 hillion bbl by
end 2003 and has published remaining
recoverable reserves of some 70 billion
bbl, roughly the same as the original re
coverable oil reserves of the North Sea.
The field is more than 40% depleted. In
1975 the field started producing water,
and in 2003 the field produced S mil
lion b/d ot oil and 1.7 million b/d of
water—a 30% water cut.

After more than 30 years of plateau
production, the effects of reservoir
architecture and the complex and not
always predictable patterns of move-
ment of injected water are now becom-
mg more and more manifest in pro-
duction. Initial well rates in the 1970s
averaged tens of thousands of barrels a
day, but new wells drifled today average
thousands of barrels per day. Abdul Bagi
and Saleri report an extensive program
of infill dritling (horizontal and mul-
tilateral wells) at Ghawar, supporting
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DEPLETION AND POTENTIAL OF OPEC MEMBERS* i

The depletion picture Fig. 1a
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*The five Persian Gulf producing countries are relatively undepleted, produce at low offtake rates, and have potential to increase production. URR=ultimate remaining recoverable

the view that the field is now mature than S billion bbl. These same fields In 1985, the published oil-in-place
and that maintaining existing produc have provided 97% of the oil produc- and “proven” reserves gave an average
tion levels is a technical and investment — tion to date. Saudi Aramco uses a 50%, recovery factor ot 37%.°° Based on the
challenge. recovery factor to estimate its remaining  published information and the relatively
More than 70% of Saudi Arabia’s proven oil reserves estimate of 262.7 high recovery factor of 50% used by
original oil reserves, some 350 bil- billion bbl. Given the concentration of Saudi Arameo, the reported “proven”
lion bbl with 700 billion bbl in place, reserves in supergiant oil fields, this reserves of Saudi Arabia should prob
are contained in supergiant fields with is not unreasonable and in line with ably be considered as proven plus proh-

original recoverable reserves greater world averages.” able from the discovered ficlds.
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Iran
Oil was discovered in Tran in 1908,

and production started in 1913,

Iran’s largest oil field, Abwaz, began
production in 1960 and has been on
platcau production of +00,000-1 mil-
lion b/d since 1972 The inidal reserves
have been estimated at 25 4 hillion
bbl, of which 9.4 billion bbl had been
produced to the end of 2003. The field
is 37% depleted.

The recenty revised estimate of “proy -
en’ oil reserves for Iran of 130 billion
bbl (including about 20 billion bbl of
natural gas liquids) indicates an average
recovery factor ot 33" from oil in place
ot 560 billion bbl." Like those of Saudi
Arabia, 70% of Tran’s original oil reserves
are contained in supergiant fields.

The lower average recovery factor for
Iran suggests that Iran has considerably
maore p()lullidl for reserves gm\\lh n
existing fields than Saudi Arabia. While
this is probably partly true, the ditter
ence inrecovery factor also reflects the
larger number of smaller fields in fran
(fields with Tess than 1T billion bbl of
reserves) and significant ditterences in
reservoir quality, Saudi Arabian oil re
serves and production are mainly tfrom
the Jurassic Arab D carbonate, which
is a relatively simple, high-porosity,
high-permeability reservoir where high
oil recoveries can be expected. Tran's oil
reserves are mainty i the tght, frac
tured Tertiary Asmari limestone and the
strongly layered, occasionally fractured,
tight carbonates of the Cretaceous
Bangestan Group. Recovery factors of
about +0"0 scem likely to be the up-
per fimit for large oil tields with these
reSCrvolIrs.

i the giant Ahway oil ficld, the high
porosity -permeability Asmari sandstone
is expected by National Tranian Oil Co.
(NIOC) 1o yield a recovery factor of
6420, whereas the poorer reservoirs of
the Bangestan Group are expected to
yicld recovery factors of around 200
A detailed field-by-field analysis of Tran
stggests that the published estimate of
“proven” reserves s a good estimate
of the proven plus probable from the
discovered fields.

\s in Saudi Arabia, initial well rates
in Iran have fallen from tens of thou-
sands of barrels per day in the 19705 to
thousands of barrels per day today. Most
of Tran’s large ficlds have been pressure-
supported by gas injection for some 20
years and infill drilling programs active
for more than a decade. Water produc-
tion is an increasing problem in all of
fran’s major oil ficlds.

[ran has had success in adding new
reserves through exploration, particu-
larly in the Abadan Plain bordering frag.
The Azadegan and Yadavaran oil fields
have added about 10 billion bbl ot
reserves over the fast 7 years. However,
these ficlds have relatively poor reser-
voir quality (layered, loww-permeability
carbonates of the Bangestan Group)
and relatively heavy oil (less than 28
gravity).

Iran has considerable potential o
add new reserves through field exten:
sions in the main producing arcas of
Khuzestan and exploration, particularly
in the Abadan Plain and the deep waters
ot the Caspian Sca.

Kuwarit

The Greater Burgan oil ficld pro
duces 1.5-1.8 million b/d, about 75%
ol Kuwait's oil production. The ficld was
discovered in 1938 and has been on
production since 1946, It has produced
at a platcau rate of 1.5 2.5 million b/d
since 1960,

The Burgan sandstone reservoirs are
prolific, and there is a strong aquiter
which seems to support the reservoir
pressure at offtake rates of less than
1.5 million b/d. The held has 400- 500
wells producing +,000-5,000 b/d/well,
After more than 40 years of plateau
production, remaining reserves are esti-
about 75%
ot Kuwait's published reserves

mated to be 70 billion bbl
and the

fickd is probably 40" depleted.

Kuwait is keen to reduce offtake at
the Greater Burgan field to 1.2 million
h/d to conserve the hield and to allow
reservoir pressure to recover. This objec
tive is compromised by the slow pace of
development of additional production
capacity through the implementation

of advanced reservoir recovery prac-
tices in the smaller and more complex
reservoirs of Kuwait's northern oil fields
(Raudhatain, Sabriyeh) and Minagish,
with combined remaining reserves of
about 14 billion bbl.

Iraqg

Oil was discovered in Iraq at Kirkuk
ficld in 1927, Rumailah field (north and
south domesy was discovered in 1963,
These two fields have accounted for
more than 70% of Iraq’s wotal produc-
ton capacity.

Kirkuk has been on production since
1934 and on plateau of more than |
million b/d since 1968. Rumailah start
ed production in 1954 and reached 1
million b/d output in 1988. These fields
are believed 1o be +0-50% depleted.

Rumailal in particular, with its com
plex clastic reservoirs, seems to have
sutfered from overproduction in recent
years. Ixcessive production combined
with complex reservoirs has caused het-
crogencous pressure depletion, water
breakthrough into producing wells in
the best reservoirs, and the creation of
isolated pockets of bypassed oil. Restor
ing and maintaining production levels
trom these fiekds will be a challenge.

Iraq has considerable potential in
undeveloped oil fields. East Baghdad,
Majnoon, West Qurna, Nahr Umir, and
Halfaya oil ficlds probably have com-
bined remaiining proven reserves of
more than 60 billion bbl. However, the
reservoir quality of these fields is rela-
tively poor, particularly in Majnoon and
Nahr Uimir close 1o the Iranian border.

The oil fields of Trag are the least de-
pleted and least developed of any of the
Persian Gult oil producing countrics,
and Iraq has the potential o rapidly
increase oil output.

The UAE

Oil was discovered at Bab field in
1960, and production started in 1962
from Bu Hasa field. Six ficlds (Bu Hasa,
Zakum, Bab, Asab, Fateh, and Umm
Shaif) provide 75" of the UAE'S oil
production.

These ficlds have been at plateau
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rates since the mid-1970s. Reservoirs

are strongly layered, low-permeability
carbonates with limited aquiter support.
Most of the UAF's oil ficlds have exten
sive water or gas injection programs, and
horizontal wells are widely deployed.
Published proven oil reserves are 97.8

Peter R. A.Wells
Neftex Petroleum Advisors Ltd.
Surrey, UK

In the coming era of high and
volatile oil prices, the major winners
will be the Persian Gulf producers and
providers of alternate energy supplies
and conservation technologies to the
developed world, particularly in the
transport sector. The principle losers
will be the poorer and resource-poor
countries of the developing world.

The major oil companies will face
an uncomfortable paradox. They will
have huge cash flows but diminishing
investment opportunities. They will
struggle to increase reserves as their
legacy assets are exhausted and oppor-
tunities dry up outside members of the
Organization of Petroleum Exporting
Countries. Opportunities of sufficient
scale will only be available in the for-
mer Soviet Union and the Persian Gulf.

Growing nationalism in Russia will
limit material opportunities in the FSU.
The majors will try to engage OPEC
state oil companies in strategic allianc-
es.The objective will be to participate
in the largest and, possibly the last,
conventional oil boom: maintaining
and raising Persian Guif production ca-
pacity from 20 million b/d to 50 million
b/d, which will require hundreds of bil-
lions of dollars. However, the Persian
Gulf producers will also be cash-rich
and refuctant to relinquish control and
“equity” to foreign companies. The ma-
jor service companies can be expected
to benefit from this reluctance.

Unless they become involved in
investing in OPEC’s capacity expansion
over the next decades, the majors face
dwindling material, profitable up-
stream oil ventures. They are expected
increasingly to focus on capital-in-
tensive unconventional oil, gas, and

billion bbl, which suggests a low deple-
tion of 20% as about 25 billion bbl had
been produced to the end of 2003

Production challenges
Published OPEC reserves iigures are
assumed to equate 1o “most likely™ esti-

Challenges an opportunities in the evolving oil market

infrastructure projects, particularly tar
sands, LNG, and gas-to-liquids. Further
large-scale consolidation is likely.

The expansion of OPEC production
from 30 million b/d to 50-65 million b/d
by 2025 and a 4% decline in existing
capacity suggests the addition of 40-50
million b/d of new production capacity
over the next 15 years. At well rates
of 2,500-5,000 b/d/well, some 10,000-
20,000 new production wells will have
to be drilled, together with 5,000 to
10,000 water and gas injection wells.
The drilling industry and suppliers of
oil field equipment will do well.

AN A

Security of oil supply will become a
strategic issue in foreign relations. The
US, Western Europe, and the Far East
countries have the intellectual and en-
trepreneurial infrastructure to harness
alternative energy sources, develop
conservation technologies, and invest
for the future world where oil is scarce.
The US is the largest consumer of oil
and the most vulnerable to supply
crises. However, it has the wealth and
the power to ensure security of supply
if necessary.

The developing world, particularly
China and India, is less well placed.
Both will be unhappy to see their
economic growth curtailed by oit short-
ages. Bilateral upstream deals between
state entities in China and India and
their counterparties in the Persian Gulf
will increase the competitive pressure
on the majors for material upstream
assets.

China’s demand for oil is poised
to grow rapidly as car ownership and
economic activity expand. If China’s
oil demand growth follows the trajec-
tory of South Korea and per capita oil
consumption reaches 5 bbl/person/year

mates of remaining reserves, combining
hoth proven and probable categories for
discovered oil fields: ie., some 882 bil-
lion bbl of ultimate remaining reserves
(URR) of oil at the end of 2003.

It has been asserted that these pub-
lished reserves are either grossly inflated

by 2025, China’s additional demand for
oil in 2025 could exceed 15 million b/d.
The US Energy Information Administra-
tion expects US oil demand to be up
by 8 million b/d by 2025. Additional oil
demand from China and the US alone
(about 23 million b/d by 2025) is there-
fore likely to exceed the additional sup-
ply predicted in this series of articles
(12-26 million b/d by 2025).

Russia has enough oil reserves to
ensure self-sufficiency until 2030 and
will be abie to reap the harvest of high
oil prices without the pain of oil supply
crises. Russian governments are ex-
pected to take an increasingly national-
istic view of indigenous oil companies,
Russian oil reserves, and Russian oil
production. Oit companies investing in
Russia may find their contracts, equity
positions, and agreed taxation struc-
tures under challenge.

S

It would seem that the oil-produc-
ing countries of the Persian Gulf have
a rosy future.This may well be true for
the next 2 decades. However, high and
rising oil prices and the various crises
in supply will stimulate the develop-
ment of alternative energy sources
and energy conservation technologies,
policies, and strategies.

Native pearis used to provide much
of the wealth of the Persian Gulf. The
development of artificial pearls by the
Japanese in the 1930s destroyed the
pearling industry and wealth of the
Persian Gulf virtually overnight. It was
indeed fortunate that oil was discov-
ered in the Persian Gulf.

Oit-rich Persian Gulf countries need
to develop strategies and policies
for the postoil age, which may oc-
cur before their oil reserves are fully
monetized.
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or refer to original and not remaining
reserves.” However, where more de-
tailed field data are available and analy-
sis undertaken, particularly for Iran
and Saudi Arabia, they broadly confirm
that the published proven are probably
equivalent to the remaining proven and

probable reserves.'

that possible overestimates «

Arabia’s reserves
are compensated
by the generally
accepted underes-
tmation of lrag's
oil reserves, raq is
the least depleted
of OPEC countrices.

Real reserves
increases are still
possible in OPEC
countries. These
may be added by
exploration sug
Cess, increasing re
covery factors, and
proving up NGls
and condensate
as markets access
gas reserves. Fig. |
indicates estimates
tor these potential
additions, which
could take OPEC'S
remaining oil re-
serves to about 1.2
trillion bbl.

Combined
with carlicr
results, these pre
dictions for OPLC
yicld an estimate
ol the world’s
ultimate recover-
able oil reserves
of 2.5-2.9 ril
lion bbl, with
1.29 1.66 trillion
bbl remaining
(1,224 willion hbl
produced to end
2003).

In many re-
spects the question
whether OPEC

26

It may be argued

A

can deliver is as much an issue of the

capabilities of mature oil helds, polid

oil reserves. It seems unlikely that OPEC
can increase production at the rate that
was possible in the 1960s and 19705,
when the fields were fresh and initial
well production rates were higher. Saudi

cal will, and investment rate as it is of’ well be

rate case of 15 million b/d.” While this
seems low, given the reserves, it may

realistic given Saudi Aramco’s

knowledge of its reservoirs and their
capability. A dewiled analysis of Tran’s
oil fields suggests 7 million b/d may be
the maximum rate achicvable for Tran in
the future without further discoveries.”

of Saudi Aramco has a maximum production- Only traq has undeveloped supergi
W ;
HEN OPEC PRODUCTION MIGHT PEAK Fig. 2
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*Depending on OPEC reserves, non-OPEC production, and medium-term oil demand, OPEC is predicted to peak at either 52 million b/d (remaining OPEC reserves of
882 billion bbl) or 63 million b/d (remaining OPEC reserves of 1.2 trillion bbl) sometime between 2025 and 2035. Colors on left side of chart correspond to individ-
ual OPEC members, in order from bottom (red) to top (dark blue): Venezuela, Indonesia, Nigeria, Algeria, Libya, Iraq, Kuwait, UAE, Iran, and Saudi Arabia
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ant oil ficlds (West Qurna, Majnoon,

and Fast Baghdad) and the potential
to rapidly increase production o 8 10
million b/d.

Politics, economics

There are also political and economic
factors to consider. OPEC countries will
certainly gencrate sufficient oil revenues
to invest in the ru]uirul NEW Capac
ity. However, they have other demands
on state revenues, and the Persian Gulf
producers will have to show greater
alacrity in decision making than they
have demonstrated 1o date.

The five Persian Gulf countries
(Saudi Arabia, Traq, Iran, Kuwait, and
the UALY are crucial to raising OPLC
production. The political situation in
Iraqy is unlikely 1o be conducive 1o
MAjoOr INVestment in new oil produc-
ton capacity for some years. Saudi
Arabia has serious internal problems,
which threaten to destabilize the ruling
Saudi royal family. Tran remains under
unilateral US sanctions. US military
intervention in the Persian Gull and it
failure to effectively and fairly engage in
resolving the Palestinian Isracli conflict
conspire to provide a hostile backdrop
to western interests in the Middle Fast
The combination of burgeoning future
oil revenues and growing hostility to
the US in the region is not condudive
1o major capacity expansion and will
not pl‘()\i(lv a stable investment environ
ment or offer Casy opportunities to the
major international oil companies to

assist 111 any capacity expansion projects.

Based on these considerations and
the maturity of OPECS major ficlkds, it
seems more likely that OPECS consid-
crable reserves will he expressed as a
long platcau rather than a sharp peak.

It is quite possible that the Persian Gull
countries will not raise production ca
pacity high cnough or quickly cnough,
cither for political reasons, the slowness
ol internal decision-making, or the hos
le security environment. The conse-
quences of this for world oil supply, the
world cconomy, and world security are
immense, with the likelihood of further
military interventions and conflicts

within the Middle Fast

While this doom scenario is possible,
it scems more likely that the Persian
Gult countries will raise production
capacity, albeit slowly and constrained
by reservoir realities and political and
logistical factors. Consequently, for the
purpose of this article, OPEC'S maxi-
mum production potential has been set
at 50-55 million h/d for its published
remaining oil reserves of 882 hillion
bbl, and 60-65 million b/d for the
higher remaining oil reserves of 1.2
trillion bbl. These production levels
yield about 500 depletion at the pre-
dicted peak rates in 2025 (Fig. 1h)-—an
assumption that seeims reasonable,

These constraints yield a future rate
constant for the logistic equation of 0.07,
which compares with the 0,12 achieved
by OPEC between 1911 and 1973.

Even reaching these production

SUMMARY OF FORECASTS AND ASSUMPTIONS

levels will require an immense cffortin

the immediate decade.

OPEC’s peak

OPLC production

is expected o peak

at about 52 million b/d around 2025 for

all demand cases for

low OPEC reserves

(Fig. 2). If OPEC reserves are high, OPEC
production is expected 1o peak at about
65 million b/d around 2030,

ICis unlikely, except in the high

reserves case, that OPEC ])m(lucli(m

will he able to mect

the high demand

torecast of 121 million b/d tor 2025
by the US Energy Information Adminis-

tration.” OPEC is able to meet mid-de-

mand growth (about 1.5%/year) until

013215 i OPEC’s oil reserves are low

or unti

2017-20 if OPEC’S oil reserves

are high. OPEC is able to mect fow-de

mand growth (about [%s/ycar) until

2020 under either reserves scenario.

Maxi-
mum Ulti-
pro- Pro- mately
duction Year of duced Remaining recover-
rate, maximum toend reserves at able
million production 2003 end 2003 reserves Assumptions,
b/d rate billion bbl ———— comments
Non- 35-37 2005-07 466 510 976  The production profile is
OPEC constrained by produc-
except tion data, and pub-
FSU lished reserves were
reserves were not
required
FSU 12-14 2008-14 153 97-147 250-300 Ultimate reserves as-
sumed to be 250-300
billion bbl
Non- 48-49 2007-11 619 607-657 1,226-1,276  FSU reserves are the
OPEC main uncertainty.
OPEC 52-66 2025-35 405 882-1,200 1,287-1,605 Remaining reserves are
assumed. Mature
fields limit rate of
capacity expansion and
maximum ()VU(!H(;UOH
to 50-55 million b/d for
low reserves and 60-65
million b/d for high
reserves. These yield
50% depletion at
maximum production
around 2025.
WORLD
Remaining 89-93 2018-22 1,224 1,289 2,513  High demand growth
OPEC 2%/year
r 91-93 2016-18 1,224 1,289 2513 Medium demand
growth: 1.5%/year
89-90 2019-2 1 1,289 2,613 Low demand growth
1%/year
97-102 2021-22 224 1,657 2,881 High demand growth
2%/year.
reserves 97-102 2022 1,224 1,657 2,881 Medium demand
1.2 trillion growth: 1.5%/year
bbl 91-92 2025-26 1,224 1:.667 2,881 Low demand growth
1%/year
AITe This is to ensure internal consistency and does not intend to
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These forecasts suggest world oil de-

mand is likely to be damipened by a ris-
ing oil price due 1 supply constraints,
particularly after non-OPEC production
peaks (2007-11), but also when OPEC
production increases start to tail off.
This could occur in 2010-15 if OPEC’s
reserves turn out low or around 2015
20 if OPECs reserves are high.

Oil supply will become increasingly
concentrated in the Middle East and the

former Soviet Union. The proportion of

oil production from the main produc-
ers of the Persian Gulf (Iran, Iraq, Saudi
Arabia, Kuwait, and the UAE) is fore-
cast to rise to 5% in 2025 from 25%
in 2003. Just seven countries—Russia,
[ran, Iraq, Saudi Arabia, Kuwait, the
UAE, and Venezuela—are expected o

make up more than 60% ot world oil
production in 2025.

Global peak

For the range of oil reserves demand

scenarios considered here, world oil

supply is predicted to peak at 90-105
million b/d between 2016 and 2028
(Fig. 3; Table ).

The mean outcome is a peak of
about 93 million b/d around 202 1.
Despite the considerable variation in oil
reserves and demand scenarios consid-
ered, the peak in world oil production
is predicted 1o occur within quite a
narrow range. The principal reason for
this is the rapid decline in non-OPEC
production atter about 2012. OPFEC
production may still be increasing, but
it will not be able 1o compensate for
the decline in non-OPEC supply.

Based on these results, the EIA
forecast of world oil demand of more
than 120 million b/d in 2025 seems
unlikely to be met by production.

World oil production is not ex-
pected o dedline to current levels
until 2030 (low reserves case) or
2043 (high reserves case). Total world

oil reserves are estimated at 2.5-2.9
trillion bbl. The world has consumed
[.224 wrillion bbl to the end of 2004,
SO remaining reserves are estimated at
1.3 1.7 willion bbl (Table 1).

Likely crises

As the different components of sup-
ply reach their masximum production
rate, a series of crises in oil supply is
likely over the coming decades.

The first, related to the peak and
decline of non-OPEC production, is
practically upon us and underpins the
currently high oil prices. Other factors
are burgeoning world oil demand,
driven primarily by China and the USA,
and restricted output from Iraq.

The inmminent inability of non
OPEC production to meet incremental
demand and its decline after 2010
precipitates the second crisis as OPECTS
diminishing spare capacity (even with
Iraq’s production back to preinvasion
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WaTcHING GOVERNMENT

Nick Snow, Washington Correspondent

Social Security reform proposals are
much more conspicuous in the

general press. But that doesn’t mean
Congressis ignoring oil and gasissues,
That's especially true of autho
rizine leases on the Arctic National
Wildlife Refuge's coastal plain, which
has become more prominent the
past few weeks than the comprehen
sive energy legislation that President
George W Bush and congressional
Republicans say is years overdue,
The House is keeping the two
issties separate. ANWR is being
debated within the Resources Com
mitiee, while the Fnergy and Com
merce Committee is handling the
larger energy bill. Separating the two
should keep the strong opposition
to opening ANWR to any sort of
development from being a milistone
around the comprehensive energy
bill's neck---at least initally.

New bill

The Resources Committee hasn't
formally Tooked at ANWR in-a hear
ing, although it plans to hold one at
the end of March or beginning of
April. Butitis working on a bill simi
lar to what came out as part of HR ¢
and the conference report,

The committee passed the mea-
sure four tmes last year "It's some
thing the chairman [Richard Pombo
(R Calit.) ] strongly supports,” a
commitiee spokesswoman said. She
indicated that an ANWR leasing
authorization bill probably would be
cambined with the bigeer energy bill
on the House floor this year, as was
the case in 2004,

Pombo jumped ageressively into
the 2005 ANWR battde in carly Feb-

ruary when he said that two separate

polls show most Americans believe
Congress should open ANWR for oil
exploration and production.

“Fivironmental special interest
aroups have distorted the facts about
ANWR energy production to raise
money and advance political agen-
das.” he declared. "In fac, ANWR has
been a cash cow for their fund-rais
ing tor more than a decade. It's time
for ANWR 1o become a cash and jobs
cow for all of the American people,
not just a few.”

On the other side of Capitol Hill,
Senate Energy and Natural Resources
Committee Chairman Pete V. Do
menici (R-NM) announced that he
and Sen. Lisa Murkowski (R-Alas.)
would lead a bipartisan congressional
delegation of several senators and two
cabinet secretaries (Gale A Norton
from the Interior Department and
Samucl W Bodiman from Encrgy) to
the North Slope and ANWR Mar, +-7.

Technology contrast

The itinerary included visits to
o major North Slope oil fields,
with the idea of contrasting “the
gentle impact of the modern tech-
nology at Alpine with the larger and
heavier technology of 30 years ago at
Prudhoc Bay,” according 1o a com-
mittee announcement. 1t said that
the defegation also would visivwith
Inupiat Eskimos, “the only native
people who live in the coastal plain
of ANWR."

In addition to the ditference in
surface etfects between old and new
technology, Domenici said, “sena
tors and cabinet secretaries will see
ice pads and ice roads that melt
by spring, leaving the land un-
marred.” 4

levels) becomes Tess and less able to
accommuodate short-term fluctuations
in demand. The timing and depth of the
crisis depend on world oil demand and
OPEC investment in new capacity. While
OPEC countries will have every incen-
tive to make the necessary investments,
the pace of past decision-making is not
encouraging, and enough spare capacity
may not be available in time.

The third crisis, due to OPEC'S
incremental supply being unable o
meet incremental demand, follows in
the first half of the next decade. This
assumes that OPECTS reserves are as
published—882 billion bbl. if OPECs
reserves are higher than published, this
crisis may not occur until the Jater halt
of the next decade and may be muted,
particularly if demand moderates.

These crises will have global cconomic
and geopolitical significance: The oil price
will be high and volatile, and demand
wrowth will have o be curtailed. +
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