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WORLD OIL DEPLETION
HOW MUCH CAN IRAQ REPLENISH?

INTRODUCTION

It has become obvious that a real concern is emerging among oil
experts as regards the danger of impending depletion of world oil
supplies at a time when demand for energy is growing high with
commensurate price escalation of both crude oil and it’'s products. This
fact has prompted oil experts all over the world to warn of approaching
peak oil production followed by fast depletion of oil reserves . Some
experts even assert that the oil era is verging on it’s finale.

As a consequence, there appeared several bodies of
expertise with different names , such as ( Oil Depletion Analysis
Center or ODAC) , ( Association for the Study of Peak Oil or ASPO )
and ( Peak Oil Movement or POM ) that take the task of studying
what is known as “peak oil” and “oil depletion” based on the status of
world oil reserves vis-a-vis exploration efforts that are not capable of
replenishing increased production.

The popular stance now is to reach an international protocol
called “Oil Depletion Protocol’ to alleviate the dependence on oil in
order that the impact of it's depletion on world economic and
industrial development be abated.

As a result of past and still continuing precarious state of
affairs in Iraq, we do not believe that a complete picture of Iraqgi oil,
with it's present resources and future potentials, has either
crystallized inside Iraq itself or been grasped properly by the outside
world. It is, therefore, apt to shed some light on the real position of
Iraq on the world oil map that has been drawn by oil industry experts
of late.
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WORLD OIL SUPPLY AND DEMAND

There are multitude of research and studies in the literature, by the oil
companies and freelance expertise, on the growing volume of world
demand for oil and it's products, in the short to long term, in both oil
producing and consuming countries. Hence, we need not expound on
this subject any further here, apart from pointing out some recently
handled figures pertaining to the immediate and near future shortfall
in oil production. Experts aspire to increase the present oil
production rate of ( 80 ) million barrels per day up to ( 100 )
million b/d by the next decade, and, further to double the rate by the
end of the first quarter of this century.

This means that an additional ( 20 ) million b/d of oil must be
available by the year 2020. Where does this amount of oil come from
under the existing oil depletion condition of the world arising from
exploration efforts not keeping in pace with depleting oil reserves in
as much as no great new oil provinces or fields have been discovered
as against the sharp world concurrent demand for oil.

POSSIBLE SOURCES OF REPLENISHMENT

If we search for possible additional oil sources, in the Middle East
only, to replenish world oil depletion, we shall have to resort to the oil
producing countries with high oil potentials, viz. Kingdom of Saudi
Arabia, Iraq, Iran and Kuwait.

Kingdom of Saudi Arabia

There is no doubt that Saudi Arabia is the greatest oil country in the
world in so far as it's production capacity and oil reserves are
concerned, and most oil experts consider KSA as the basic resource
to turn to for replenishment of most of deficit in oil supply after
reaching “peak oil’ soon. It has even been christened as the “Central
Bank of Crude Oil”!

Yet, other experts of oil industry have drawn attention to
recent serious problems in Saudi oil fields casting doubts on the
absolute capacities of these fields to provide additional great
guantities of oil in their future production. The question arises whether
Saudis can augment the present production of (10 )million b/d to (15)
million b/d or more by the end of this decade without problems? Oil
experts doubt it.

Nevertheless, Saudi Arabia can contribute significantly to
replenish part of world oil depletion for a period that might be long or
short but not with unlimited continuity.
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lraq

Because of erratic and inept circumstances in Irag for more than four
decades, beginning with a very weak oil sector under foreign oil
companies followed by inappropriate oil policies, failure of long term
field development plans and reluctance to introduce up-to-date
technologies into oil field operation practices, there remain many
facts regarding Iraqi oil that have not been touched upon greatly by
oil experts.

The above circumstances were detrimental to Irag’s standing
among the major oil producing countries in the world, and deprived
Iraq from taking it's correct position in the oil map of the Middle East
and the world over regarding it's present huge oil reserves and future
potentials with very high production capacity commensurate to such
capabilities.

At the same time, there have been no serious non resolvable
problems with the producing oil fields of Irag which are on high
production for a very long time now.

Also, Iraqgi declared oil reserves still stand at only ( 125 ) billion
barrels, but capable of doubling, as perceived by Iragi geological
experts, if all of it’'s land is explored vigorously to discover the whole
of recoverable oil reserves. And, if the existing capacities of
producing oil fields, and the already discovered non producing fields,
are developed by up-to-date technologies, oil production rate of Iraq
may reach no less than ( 8 ) million b/d by no later than 2010 to
escalate to ( 12 ) million b/d by say the end of the second decade,
l.e., 2020. We shall expound on the method of calculating the above
production rates and the percentage of Iraqi contribution to the
replenishment of world oil depletion in a later chapter.

In any case, the above perception will not be science fiction if
great exploration efforts are devoted and the right and immediate
planning is implemented with commensurate budget for the most
efficient development of all oil fields for Irag to emerge as number
one country to replenish world oil depletion.
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lran

As for The Islamic Republic of Iran, it certainly possesses great
amount of oil reserves, but less than Iraq’s present reserves, and
the state of exploration in it has been more advanced and
complete than that of Iraq, which means that Iraq’s future oil
potential is more optimistic and higher. Moreover, Iran’s oil fields
are approaching their maturity and a number of them have shown
some problems whereby the need arose for treatment such as gas
Injection in a wider manner.

Production rates of ( 6 ) million b/d or more in Iranian oil
fields causes relatively high rate of depletion which diminishes the
productive lives of these fields.

We can postulate, therefore, that Iran has no high flexibility
in the future to greatly contribute to replenishing world oil depletion.

Kuwait

It is well known that Kuwait has even less oil reserves than lIran,
and the Kuwaiti government had already decided in the past to
curtail it’s oil production rates because of relatively high depletion
problem in an effort to extend the production lives of it’s fields and
to avoid any future impediments in them.

Consequently, Kuwait might not be able to provide a viable
contribution toward world oil depletion either.

lraq’s Possible Contribution
Let us now recount details of calculating the percentage of Irag’s
contribution to world oil depletion alleviation.

The declared recoverable oil reserves of Iraq still stands at
about ( 125 ) billion barrels. As for oil production, the present rate is
limited to around ( 2.5 ) million b/d under the existing abnormal
circumstances. This means that the rate of depletion of oil reserves is
extremely low, only ( 0.7% ) per annum which allows Iraqi oil fields a
life of ( 140 ) years. Nevertheless, prior to recent events the normal
production planning could not realize more than ( 3.5 ) million b/d with
an also very low depletion rate of 1% )annually for a life time of (100 )
years.
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If we now assume that we possess only the present oil
reserves of ( 125 ) billion barrels with no prospect of finding more in
the near future, and our planning is set for recovering these reserves
by the end of 2050. i.e., for a life time of the next ( 45 ) years for our
oil fields, then the annual rate of depletion will not exceed ( 2.2% )
much. This depletion rate seems acceptable for the Middle East oil
fields and yet still low by world standards. The oil production rate in
this case will be more than ( 7.5 ), say (8 ) million b/d for a life time of
somewhat less than ( 45) years.

But, if we assume, more factually, that improved and
technically more advanced exploration efforts elevate our reserves to
about ( 200 ) billion barrels, which is less than our assumption of
doubling the reserves figures, then the rate of annual depletion of still
(2.2% ) will allow us to produce an average of ( 12 ) million b/d for a
period of ( 45) years.

If we subtract from the above production rate say one million
b/d for internal consumption, Iraqg can export for the purpose of
replenishing world oil depletion the amount of ( 7 ) to ( 11 ) million b/d
in either case respectively. This amounts to ( 35 — 55% ), say an
average of ( 45% ) as a middle case, Iraqi contribution for the
replenishment of world oil depletion.

HOW?

No doubt that the development of Iraqi oil fields require enormous
efforts, modern technologies, and large investment to at the expected
contribution stated above. Thus, a clear and realistic policy must be
drawn up to salvage the Iraqi oil industry from it's present regressive
state to a more advanced level.

Before submitting our own opinion on this subject, let us see what the
oil experts in the world are proposing for Iraq. On December 2, 2005,
the weekly program “More Than One Opinion” by Sami Haddad
presented two opposing views of the development of Iraqi oil, through
long term “production sharing” agreements, from the author ( Graig
Matis ? ) of a report ironically titled “Crude Designs” and the Iraqi oil
experts Dr. Fadhil EI-Chalabi and Dr. Mohammed Ali Zaini.
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We have prepared detailed notes on the program which we
may publish separately. But, we find it here apt to summarize the
main views as follows:

The report asserts the importance of Irag’s reliance on self
efforts in developing the enormous oil reserves through obtaining and
usage of modern technologies by Iragi specialists as opposed to
opening the door for foreign companies to run the oil industry in Iraq
via long term ( 25 — 40 years ) production sharing agreements,
exploiting the Iragi constitution that is based principally on US
Administration’s pre-war designs in Iraq, with the explicit approval of
Iraqgi opposition groups and oil experts, because such arrangement is
detrimental to and damages Irag’s interest and will be at the cost of
tens of billions of dollar to Iragi people similar to the old concession
agreement of early twentieth century with the British companies.

Dr. Fadhil Al-Chalabi, on the other hand, contests the above
fact and reasons that Iraqi oil is in dire need of expertise and finance
from foreign companies to develop, in accordance with modern
technologies, through internationally acknowledged production
sharing contracts based on ( cost + profit .. for the normal duration of
20 years ) that differ from concession agreements in which Iraq was
not sharing partner.

Very briefly, our own opinion, as detailed in our notes on this
subject, to be published separately, is based on the fact that Iraq
must develop it's oil promptly by using the best and latest
technologies in order to ascertain it's whole oil reserves and produce
them with the highest levels through the most efficient known
methods so as to catch up with the modern oil industry in the world,
notwithstanding the collaboration with others, but not against the
common interests of Iraq and not detrimental to the conservation of
our vital oil wealth.
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CLOSING STATEMENT

Our attempt has been for the world to realize the real position of Iraq
on the “World Map of Oil’ and, at the same time, to prompt our
experts and specialists in the oil sector to contemplate how the vast
oil wealth of Irag can be developed best with up-to-date technologies
in all phases of exploration, driling, production and reservoir
management in order to enhance the technical and management
wise operation levels of the Iraqi oil sector to the level of advanced oil
countries and attract the world oil sector to be acquainted with our
own oil professionals.

The above humble attempt, with the simplest statistics and
calculations to elucidate Iraq’s status vis-a-vis world “Oil Depletion”
and “Peak OIil", is but a small part of an important issue and the first
step for our Iraqi oil sector on the road of an advanced oil industry
with high technology and management in the development of our
huge but diminishing oil wealth that is so crucial to our life.

N.B. The views expressed in this article are solely those of the author’s
and not of North Oil Company’s.
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