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INTRODUCTION

Recently a number of analyses have been forwarded on the subject
of world demand for oil and its products surpassing the actual
supplycausing the price of oil to shoot up thereby breaking the 50
dollar barrier, in spite of Saudi Arabia’s assurances of its ability to
cover the deficit and supply more oil and OPEC’s decision to increase
production levels in member countries.

The reason for the recent haste in oil scarcity warnings is the
fear that the discovery of new oil fields, and finding viable
alternatives to oil are not keeping in pace with the “depletion” of world
reserves and that “peak oil” is approaching fast.

We hereby submit a summary of a detailed paper we are
preparing on world oil depletion and the place of Iraq therein.

WHAT |S PEAK OIL?

By this term we mean the reaching of oil production to its maximum
limits whereby no increase from this level is possible to replenish the
amount produced as the recoverable oil reserves are constant in oil
fields and increasing production from its initial point will level off at a
certain time near the mid life of those fields reaching peak of
production if no new oil is discovered or the recovery factor of oll
reservoir was not increased. “Peak Oil” in the world comes when no
longer any further oil can be discovered in the already known oil
areas or new oil fields can be found in new regions and production
eats away the existing reserves thereby production starts declining
from its peak. This is the point of no return and raises alarm for the
impending end of oil eral!

PDF created with pdfFactory trial version www.pdffactory.com



http://www.pdffactory.com

WHAT IS OIL DEPLETION

It is well known that the amount of world oil, accumulated throughout
the geological times in the reservoirs of oil fields and structures
discovered so far, and those yet to be found in the future, is constant
and limited in quantity with no possibilities of increasing this quantity
of “oil geologically in place”; however, we can only discover from it
what is unknown to us at any point in time and anywhere in the world,
or attempt to increase or enhance the extraction of the recoverable
oil from its reservoirs. This means that any quantity of oil produced
from existing reserves causes the depletion of oil by that quantity
without being able to replenish it by possible new generation of oil.
This is called “depletion”.

CURRENT WORLD STATUS

The fear of early depletion of world oil resources has become real
which contributed to the indulgence of a number of oil analysts at
research and studies centers in warning about the awaited “disaster”
of oil depletion.

A specialized center for assessing oil depletion problem in the
world has been established in England named “Oil Depletion Analysis
Centre - ODAC” which is analyzing indicators pertaining to the
balance between supply and demand of oil resources worldwide.
Another group has been formed to study the approaching oil
production peak called “The Association for the Study of Peak Oil —
ASPQO”. And there appeared recently various opinions and comments
by well-known oil experts and research centers concerning world oil
depletion of which we recite, among many, the following headings :

1- “World oil production will likely not be able to meet global
demand as early as the middle of the next decade”.

2- “There is a challenge to the Saudi national oil company to
substantiate its claims that it faces no imminent production

problems and can reliably supply far greater amounts of oil than
at present for at least 50 more years”.

-2

PDF created with pdfFactory trial version www.pdffactory.com



http://www.pdffactory.com

3- “No one is suggesting that the world oil industry is close to
pumping its last drop. But the question now being raised is
whether new reserves can be discovered fast enough both to
replace depleted oil fields and keep up with growing demand”.

4- “The prediction is that the energy industry may be unable to
produce enough oil to meet projected demand by the end of
next decade, a peak in production output looming in the years a
head”.

5 - “The industry worldwide has disappointedly little to show for its
exploration efforts in recent years”.

6 - “The stark reality is that oil and oil-derived products will
inevitably shoot up again in price as demand exceeds
production”.

7 — ‘German think- tank ( L-B-Systemtechnik criticizes official U.S.
oil assessment studies as seriously flawed and lead to
unrealistic conclusions about future oil supplies”.

8 — “The value of new discoveries by the world’s 10 largest oll
companies fell well below the amount they have spent on
exploration over the past three years. And only 50% of the
world’s oil production was replaced by new field discoveries in
2003 according to energy consultants”.

9 — “If the pessimistic forecasts are right oil production will peak
in the next four years and gas prices will soar as oil reserves
peak”.

10 — “If the pessimistic forecasts are right oil production will peak
in the next four years and gas prices will soar as oil reserves
peak”.

11 — “The Association for the Study of Peak Oil ( ASPO ) are
presenting evidence that global oil production is rapidly
approaching its peak”.

12 — “Our ability to pump more oil is falling. Cause for alarm is
seen by the so called “peak- oil movement” in the fact that since
the early 1980s the world has been pumping more oil out of the
ground than it’s been finding”.

-3-
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13 - “As the age of oil is coming to an end, we are on the cusp of
a major oil shock!”

14 — “The era of cheap and abundant petroleum is fast drawing to
a close and cheap fuel is not a birthright of the Americans as
reliant on foreign oil involves confronting powerful commercial
interests and solving difficult technological problems”.

15 — “Can advances in oil technology come fast enough and be
applied at appropriate times during the production live of major
oil fields to head off the possibility of oil shortages in the
future™?

IRAQ’S PLACE IN OIL DEPLETION & PEAK OIL

In shedding light on this vital subject relative to Irag, we must
expound on an important matter concerning three points around
which the issue of oil depletion revolves as follows:

First — Exploration Effort:

To pass judgment on world exploration status, we must be able to
confirm that the exploration operations have been complete and in
accordance with the most recent techniques available.

As far as Iraq is concerned, the saying that exploration effort has
been disappointing and no further oil can be found, to compensate
for continuous production, or add new reserves, is inept for well-
known reasons that hampered exploration efforts for more than
two decades of wars, embargo, wrong economic and oil policies in
addition to the absence of new technologies. For this reason, most
of the Iraqgi land can be regarded as still virgin in need of vigorous
geological and geophysical surveys and deep drilling with high
tech before comparing Irag with any regions of advanced
exploration efforts.

It is in deed expected to find many more new oil fields and
structures in lrag to the extent of at least doubling its present
reserves in the near future.
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Second - Oil Reserves:

This term means the amount of proven recoverable oil in the
discovered fields, bearing in mind that reserve figures can not be
regarded as final until the exact calculation of such reserves in
accordance with the most recent technologies for recovering all
possible attainable oil from its reservoirs.

Naturally , reserve assessment follows the discovery of oil
fields and depends on reservoir rock volume, porosity,
permeability and other factors governing the flow of fluid in porous
media leading to what is termed as “oil recovery factor”

The declared proven reserves of Iraq as being ( 120 ) billion
barrels is based on incomplete exploration of all Iragi land and
offshore and reserve calculations devoid of most advanced
technological methods and hence there are real possibilities of
doubling or even tripling the above figure.

Third — Efficient Production Rates:

By this is meant the amount of oil produced from its reservoirs by the
use of most efficient recently developed technical methods available
to reach maximum ultimate oil recovery that can only be
accomplished by “good reservoir management” from the beginning of
production until the end of the field’s life, in as much as production
rate affects positively or negatively the ultimate recovery of oil from its
reservoir and alternately its depletion.

In Iraq, despite its long history of oil production, the study of
the most efficient oil production mechanisms or methods has not
been carried out on any of its fields which has definitely lead to the
loss of high accuracy in the knowledge of correct recovery factors for
oil reserves and depletion thereof. There are examples of small fields
that were expected to have been depleted but continued to produce,
and large fields on production for a long time lacking exact reserve
figures of ultimate recovery factor until now.

If this is the status of knowledge of oil depletion in Iraq, then
the outside world is in fact unaware of Iraqgi oil and its position within
the map of world oil; the fact that encouraged us to study this crucial
point in the hope of changing the recent concept on world oil
depletion or alternately trying to find windows of hope, Iraqi oil being
one such window.

-5-
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We already have precedence in writing on this subject
through our two papers entitled “ Reserves & Depletion Rate of Oil &
Gas Fields ( The Case of North lIrag “ and “ The Problem of
Reservoir Management of Oil & Gas Fields ( The Case of Kirkuk
Field ), and what we have submitted above goes in line with these
papers.

That is why we say that our aim in raising this issue is to
counter balance the now prevailing opinions about oil depletion and
peak oil by trying to open a window of hope , however narrow, to at
least delay the predicted “doomsday”! one such window being Iraqg’s
huge oil reserves if extensively explored for and properly managed.
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