CONSENT CALENDAR
December 18, 2007

To: Honorable Mayor and Members of the City Council
From: Councilmembers Dona Spring and Kriss Worthington
Subject:  Support of “Oil Independent Berkeley”

RECOMMENDATION:

Adopt a Resolution in appreciation of “Oil Independent Berkeley", a concerned
citizen group, which is making efforts to organize Berkeley and network with other
nearby regional groups to prepare for the "Peak Oil" crisis.

BACKGROUND: “Oil Independent Berkeley” is concerned about the welfare of
their families, neighbors and community members during what is referred to as
the "Peak OIl" crisis.

The Peak Oill crisis refers to the situation when 50% of the world's oil

has been consumed and production capacity can not be increased to meet
further increases demand. This has already happened in the US over
thirty years ago. However, a crisis was adverted by importing sufficient

oil from international sources to meet the shortage between US demand
for oil and its oil production.

Now we face the same problem on a worldwide scale. Oil production has
peaked worldwide. Demand continues to rise as China & India
industrialize and the industrial countries have not reduced their oil

usage causing an oil crisis. New oil discoveries are replacing only a
modest faction of the oil shortfall even though oil has been searched

for on every continent and in the deepest oceans. Futhermore, we can not
import our way out of this crisis, since the shortfall is worldwide.

With increasing demand and lower production capacity, due to depleted
oil fields, a permanent oil shortage has begun to occur which causes oil
prices to skyrocket way above historic levels. This is why the current
price is approaching $100/barrel. Because there is potential for oil
prices to increase even further as the oil shortage worsens, it is
important that citizens know what to expect and what they can do to
prepare themselves and their community for this Peak QOil crisis.



Please see resolution and attachments.

EINANCIAL IMPLICATIONS: None
CONTACT PERSON: Councilmember Dona Spring 981-7140

Attachments
1. Resolution
2. Peak Oil & Gas Fact Sheet (2007)
3. Other cities resolutions and news articles



RESOLUTION NO. ##,###-N.S.
BERKELEY PEAK OIL AND GAS RESOLUTION

Resolution acknowledging the challenge of Peak Oil and the need for Berkeley
to prepare a plan of response and preparation.

WHEREAS, world oil and gas production are nearing the point of maximum
production (“Peak Oil”’) and will enter a prolonged period of irreversible decline
leading to ever-increasing prices;1 and

WHEREAS, the United States consumes 20 million barrels of oil per day,
although its domestic production has peaked and is now in decline®; and

WHEREAS, 42% of California’s electricity supply is generated from natural
gas’; and

WHEREAS, the State of California uses 88 billion gallons of diesel a year to
pump water”’; and

WHEREAS, conventional food growers use 400 gallons of petroleum to feed
one American for one year’; and

WHEREAS, global demand for oil and natural gas continues to increase and
these trends in energy consumption are not sustainable; and

WHEREAS, alternative sources of transport fuels from tar sands, coal, or oil
shale require high energy inputs and increase total carbon dioxide emissions;
and

WHEREAS, due to competition with food crops and the need to maintain
biological diversity, the potential for biomass fuels to replace petroleum is

' Hirsch, RL, R Bezdek, and R Wedling, 2005. Peaking of World 0il Production:
Impacts, Mitigation and Risk Management,
http://www.netl.doe.gov/publications/others/pdf/0il Peaking NETL.pdf

‘American Council for an Energy Efficient Economy, “Reducing 0il Use through Energy
Efficiency, 2006, http://aceee.org/pubs/e061.pdf?CFID=182458&CFTOKEN=56363574

’ http://www.energy.ca.gov/html/energysources.html

Tom Chorneau, “Governor’s water supply plans all wet,” San Francisco Chronicle,
10/6/07

° Christopher Cook, Diet for a Dead Planet, New Press, 2004.
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IimitedG; and

WHEREAS, price signals of petroleum scarcity are likely to come too late to
trigger effective mitigation efforts in the private sector, and governmental
intervention at all levels of government will be required to avert social and
economic chaos; and

WHEREAS, the U.S. Department of Energy’s risk management consultants
stated in 2005 that, “The problems associated with world oil production peaking
will not be temporary, and past ‘energy crisis’ experience will provide relatively
little guidance. The challenge of oil peaking deserves immediate, serious
attention, if risks are to be fully understood and mitigation begun on a timely
basis”7; and

WHEREAS, a study sponsored by the U.S. Department of Energy
demonstrated that a ten to twenty year lead time is required to effectively
transition from economic dependence on petroleum, while current measures
supported by the federal government will replace only 3-weeks worth of
gasoline consumption by 2012;% and

WHEREAS, there continues to be a profound lack of leadership at the state and
federal levels of government on energy policies for industries, municipalities and
citizens to move away from oil dependence; and

WHEREAS, Berkeley residents and businesses will be negatively affected by
rising oil and energy costs, which will disproportionately affect low income
residents; and

WHEREAS, the City of Berkeley and its citizens and businesses depend on oil
and natural gas for their economic welfare and their most critical activities,
including transportation, food supply, water delivery, health care and electricity;
and

WHEREAS, a large majority of money spent on fossil fuels leaves California,
while many of the solutions to lessening dependence on fossil fuels may result

° UN-Energy, 2007. Sustainable Bioenergy: A Framework for Decision Makers,
http://esa.un.org/un-energy/pdf/susdev.Biofuels.FAO.pdf

" Hirsch et al.

‘Hirsch et al; http://www.eia.doe.gov/neic/brochure/renew05/renewable.html



in local jobs and substantial economic benefits; and

WHEREAS, Berkeley residents and businesses are not currently aware of the
full implications of an impending decline and will benefit from greater attention
to this topic; and

WHEREAS, in the November 7, 2006 elections, the citizens of Berkeley
overwhelmingly passed Measure G calling for the City of Berkeley to reduce
greenhouse gas emissions by 80 percent by 2050, the success of which
depends upon reducing carbon dioxide emissions from burning fossil fuels; and

WHEREAS, the City of Berkeley has a history of adopting innovative
environmental policies and measures, such as the precautionary principle, and
can play a leadership role in what may become one of the greatest political
economic and societal issues of the next half century.

NOW, THEREFORE, BE IT RESOLVED, the City Council of the City of
Berkeley acknowledges the enormous challenges of confronting Peak Qil; and

BE IT FURTHER RESOLVED, that the City Manager shall come up with a
proposal for the City staff to consider the impact of sharply rising energy prices

and oil depletion in future transportation and land use plans, in any updates to
the General Plan, future budget processes, policies and practices, and the City
of Berkeley’s dependence on products that require substantial amounts of oil to
produce and ship; and

BE IT FURTHER RESOLVED, that the City of Berkeley shall coordinate its
efforts to reduce its use of fossil fuels and build a sustainable, local/regional
economy with other Bay Area municipalities, counties and transit authorities;
and

BE IT FURTHER RESOLVED, that the City Council of Berkeley expresses its
appreciation for the efforts of Oil Independent Berkeley to educate the City of
Berkeley and its residents about Peak Oil and supports Oil Independent
Berkeley’s efforts over the next year to assess the City’s vulnerabilities to Peak
Oil and to make recommendations to the City regarding how to minimize and
mitigate Peak Oil impacts; and



BE IT FURTHER RESOLVED, that the City of Berkeley’s Climate Action Plan
shall take account of the Peak Oil problem, and that the City Manager shall
facilitate Oil Independent Berkeley's participation and contribution to the Plan so
that Berkeley can substantially reduce its reliance on fossil fuels; and

BE IT FURTHER RESOLVED, that the City of Berkeley encourages immediate
action at the state and federal level to begin planning for Peak Qil with a
concerted effort to reduce energy consumption and research sustainable
alternatives.



Peak Oil & Gas Fact Sheet (2007)

» California uses 88 billion gallons of diesel a year and massive quantities of
natural gas in order to pump water.

» Natural gas provides 42% of California’s power.

» Geologists predict that global oil production will peak in the next few years,
after which supply will drop off steeply. Some industry insiders believe it has
already peaked.

» Energy experts predict natural gas will peak sometime between 2018 and
2030.

» It takes about 350 gallons of oil a year to feed the average American. (This
includes oil used in pesticides, farm machinery and to transport food to
processing plants and supermarkets). Conventional farmers also use tons of
pounds of nitrogen fertilizer which is manufactured with natural gas.

» When Cuba lost access to Soviet oil in the 1990s, the average Cuban lost 20
pounds due to severe food shortages. (Strict food rationing prevented outright
starvation).

» Qil is used in the production of many pharmaceuticals and medical/dental
supplies, asphalt, all petrochemicals and plastics, and most clothing and
footwear, computers, toys, bottles, and other common household goods and
office supplies.

» 7.7 million American homes are heated with oil. More than half are heated
with natural gas.

» There exist no liquid fuel alternatives that can meet more than a fraction of
our current needs. (If all US cropland were put into ethanol production, it would
provide only half of our liquid fuel needs).

» U.S. Department of Energy consultants warned the federal government in
2005 to start a “crash” mobilization to retool our economy for oil independence.
The government has done nothing in response.



» Around the world, citizens are prompting their local governments to prepare
for peak oil by taking steps to “relocalize” their economies and ensure their

ability to function with limited supplies of oil and gas.

ocali I oiling lentherkel

oilindependence@yahoo.com



PORTLAND

RESOLUTION No. 36483

Establish a goal to reduce oil and natural gas use in Portland by 50 percent in 25 years and take
related actions to implement recommendations of the Peak Oil Task Force. (Resolution)

WHEREAS, global reserves of oil and natural gas are finite and sufficient substitutes are
unlikely to be available in the immediate future; and

WHEREAS, U.S. oil and natural gas production have peaked and are now in decline, ensuring
our nation’s continued and growing dependence on oil and natural gas imported from politically

unstable regions; and

WHEREAS, a growing body of energy industry experts believe that the world has already
arrived at, or will soon arrive at, the peak of global oil production, which will be followed by an

inevitable decline in available supply thereafter; and
WHEREAS, global demand for oil and natural gas continue to increase; and

WHEREAS, the City of Portland and its citizens and businesses depend on oil and natural gas
for their economic welfare and their most critical activities, including transportation and food

supply; and

WHEREAS, a large majority of money spent on fossil fuels leaves Oregon and provides no local
economic benefit, while many of the solutions to lessening dependence on fossil fuels result in
local jobs and substantial economic benefits; and

WHEREAS, reducing use of oil and natural gas also reduces emissions of carbon dioxide, the
primary cause of global warming; and

WHEREAS, City Council adopted Resolution 36407 establishing a citizen Peak Oil Task Force
and directing the task force to develop recommendations to City Council on strategies the City
can take to mitigate the impacts of declining energy supplies; and

WHEREAS, the Peak Oil Task Force has presented eleven recommendations to City Council
that propose reducing oil and natural gas use by 50 percent over 25 years; educating the public;
accelerating implementation of land use and transportation policies that reduce oil use;
expanding energy efficiency programs; supporting sustainable economic development;
strengthening social and economic support systems; and preparing for energy emergencies; and

WHEREAS, the city’s ability to reorganize its transportation system to meet this goal with the
requisite investments in walking, bicycling, carpool, and transit infrastructure and programs will
require new, additional financial resources; and

WHEREAS, many of the actions that will reduce Portland’s exposure to oil and natural gas will
take many years to implement fully, and it is therefore essential to initiate change immediately;



NOW, THEREFORE, BE IT RESOLVED, that the City of Portland has a goal to reduce oil and
natural gas use in Portland by 50 percent by 2030; and

BE IT FURTHER RESOLVED, that the Director of the Office of Sustainable Development shall
issue a report annually on oil and natural gas use in Portland; and

BE IT FURTHER RESOLVED, that all bureau sustainability plans, developed through the
Sustainable City Government Partnership, shall identify and carry out strategies for reducing oil
and natural gas use in internal bureau operations; and

BE IT FURTHER RESOLVED, that the Planning and Development Bureau Directors shall
propose to City Council an action plan to implement the recommendations in the Peak Oil Task

Force report that includes funding needs; and

BE IT FURTHER RESOLVED, that Comimissioner Adams will offer an implementation plan
regarding transportation-related issues responsive to the Peak Qil Task Force recommendation

within one year; and

BE IT FURTHER RESOLVED, that the Director of the Office of Sustainable Development
shall, in consultation with the Planning and Development Bureau Directors, develop policy
options this calendar year to improve building environmental performance, including reducing
oil and natural gas use and carbon dioxide emissions; and

BE IT FURTHER RESOLVED, that the Director of the Office of Sustainable Development shall
work in coordination with Commissioner Sten and Saltzman’s offices to revise the Local Action
Plan on Global Warming in response to the most recent scientific findings about climate change
and to incorporate the recommendations of the Peak Oil Task Force; and

BE IT FURTHER RESOLVED, that the conclusions and recommendations of the Peak Qil Task
Force be considered in the City Strategic Plan and updates to the Comprehensive Plan; and

BE IT FURTHER RESOLVED, that the Planning Commission and Sustainable Development
Commission shall monitor implementation of the recommendations of the Peak Oil Task Force.

Adopted by the Council,
Commissioner Randy Leonard
Commissioner Dan Saltzman
Commissioner Erik Sten
Commissioner Sam Adams

Mayor Tom Potter
GARY BLACKMER

Auditor of the City of Portland
By:
Deputy

Prepared by: Brendan Finn
March 1, 2007
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RESOLUTION NO. ## ###-N.S.

BERKELEY PEAK OIL RESOLUTION

WHEREAS, global reserves of oil and natural gas are finite and sufficient substitutes are
unlikely to be available in the immediate future; and

WHEREAS, U.S. oil and natural gas production have peaked and are now in decline, ensuring
our nation’s continued and growing dependence on otl and natural gas imported from politically

unstable regions; and

WHEREAS, a growing body of energy industry experts believe that the world has already
arrived at, or will soon arrive at, the peak of global oil production, which will be followed by an

inevitable decline in available supply thereafter; and

WHEREAS, global demand for oil and natural gas continues to increase and these trends in
energy consumption are not sustainable; and '

WHERAS, the U.S. consumes more than its ‘fair share’ of oil per capita; has energy, land use,
transportation, housing, agricultural, and economic policies that foster increased consumption of
oil; and aggressively competes with other countries for diminishing oil supplies; and

WHEREAS, U.S. citizens and governments at all levels have been slow 10 accept the reality of
peak oil and its consequences on our way of life and standard of living; and

WHEREAS, following the global peaks of oil production, the interaction of decreasing supply
and increased demand will cause the price of oil to become more volatile; and '

WHEREAS, Berkeley residents and businesses will be negatively affected by rising oil and
energy costs, which will disproportionately affect low income residents; and

WHEREAS, alternative sources of transport fuels from tar sands, coal, or oil shale require high
energy inputs and increase total carbon dioxide emissions; and

WHEREAS, due to competition with food crops and the need to maintain biological diversity,
the potential for biomass fuels to replace petroleum is limited'; and

WHEREAS, the United States Department of Energy’s National Energy Technology Laboratory
has stated that, “The problems associated with world oil production peaking will not be
temporary, and past ‘energy crisis’ experience will provide relatively little guidance. The

' UN-Energy, 2007. Sustainable Bioenergy: A framework for Decision Makers.
http://esa.un.org/un-energy/pdf/susdev.Biofuels.FAO. pdf
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challenge of oil peaking deserves immediate, serious attention, if risks are to be fully understood
and mitigation begun on a timely basis”; and

WHEREAS, a study sponsored by the United States Department of Energy demonstrated that a
twenty year lead time is required to effectively transition from economic dependence on

petroleum; and®

WHEREAS, the City of Berkeley and its citizens and businesses depend on oil and natural gas
for their economic welfare and their most critical activities, including transportatnon and food

supply; and

WHEREAS, a large majority of money spent on fossil fuels leaves California, while many of the
solutions to lessening dependence on fossil fuels may result in local jobs and substantial

economic benefits; and

WHEREAS, Berkeley residents and businesses are not currently aware of the full implications of
an impending decline and will benefit from greater attention to this topic; and

WHEREAS, in the November 7, 2006 elections, the citizens of Berkeley overwhelmingly passed
Measure G calling for the City of Berkeley to reduce greenhouse gas emissions by 80 percent by
2050, the success of which depends upon reducing carbon dioxide emissions from burning fossil

fuels; and

WHEREAS, the City of Berkeley has a history of adopting innovative environmental policies
and measures, such as the precautionary principle, and can play a leadership role in what may
become one of the greatest political economic and societal issues of the next half century.

NOW, THEREFORE, BE IT RESOLVED, the City Council of the City of Berkeley
acknowledges the enormous challenges of confrontmg Peak Oil;

BE IT FURTHER RESOLVED, that the City Manager shall henceforth consider the impact of
sharply rising energy prices and oil depletion in future transportation and land use plans, updates
to the General Plan, future budget processes, policies and practices, and the City of Berkeley’s
dependence on products that require substantial amounts of oil to produce and ship;

BE IT FURTHER RESOLVED, that the City of Berkeley encourages immediate action at the
state and federal level to begin planning for Peak Oil with a concerted effort to reduce energy
consumption and research sustainable alternatives.

2 Hirch, RL, R Bezdek, and R Wedling, 2005. Peaking of World Oil Production: Impacts, Mitigation

and Risk Management. National Energy Technology Laboratory
http://www.netl.doe.gov/publications/others/pdf/Qil_Peaking_NETL.pdf
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THE CITY OF PORTLAND

DESCENDING THE OIL PEAK:

NAVIGATING THE TRANSITION

FROM OIL AND NATURAL GAS

REPORT OF THE
CITY OF PORTLAND PEAK OIL TASK FORCE
MARCH 2007

INTRODUCTION: PREPARING FOR PEAK OIL

Evefy day, businesses, government agencies and households around the
world plan and make decisions based on the assumption that oil and
natural gas will remain plentiful and affordable. In the past few years,
powerful evidence has emerged that casts doubt on that ass.um'ption
and suggests that global production of both oil and natural gas is likely
to reach its historic peak soon. This phenomenon is referred to as
“peak 0il.” Given-both the continuous rise in global demand for these
products and the fundamental role they play in all levels of social,
economic and geopolitical activities, the consequences of such an event
are enormous. This report assesses Portland’s vulnerabilities in the
face of\;vide—ranging changes in global energy markets and provides
an initial set of recommendations for addressing that challenge

thoughtfully and prudently.

TASK FORCE CREATED BY CITY COUNCIL

In May 2006 Portland City Council adopted Resolution
36407 establishing the Peak Oil Task Force consisting of 12
citizens from a wide variety of backgrounds. The resolution
charged the Task Force with examining the potential
economic and social consequences of peak o0il in Portland
and developing recommendations to mitigate the impacts

of rising energy costs and declining supplies. Over the past
six months, the Task Force held more than 40 meetings and
involved more than 80 stakeholders and interested citizens in

gathering information.




IMPACTS AND VULNERABILITIES: HIGH FUEL PRICES WILL CHANGE PORTLAND

Fifty years from now, the peak of global oil production will be a distant memory. Predictions for the year
oil production will peak range from present day until 2040, with the most common estimates between
2010 and 2020. Despite the apparent breadth of current projections, even the most optimistic forecasts
offer little time to adapt given the very long lead times required to change such things as transportation

and building infrastructure.

Of all the impacts from rising oil prices, the clearest are those on
transportation, which will experience profound pressure to shift
toward more efficient modes of travel. For personal travel, this
means transit, carpooling, walking, bicycling and highly efficient
vehicles. Transportation of freight will become more costly and
either decline or shift modes from air and truck to rail and boat.
Population may shift to city centers, and density and mixed-use

buildings will increase.

American food production and distribution have become highly
dependent on fossil fuels, accounting for 17 percent of U.S. energy

consumption. Because of this, higher oil and natural gas
prices are expected to lead to a decline in the amount and
variety of food produced and available locally, even with
Portland’s proximity to the agricultural production of the
Willamette Valley. Food prices will rise, further straining the
ability of low-income households to put food on the table.

Like agriculture, the economy as a whole is expected to
experience significant disruption and volatility. Impacts
will vary widely by industry and firm, and Portland has
strengths in high technology and a relatively diversified
transportation system. Portland also enjoys a strong and growing clean energy sector, which is likely
to see increased demand. Nevertheless, many of Portland’s industries are dependent on national and

global markets, and business start-ups and failures are likely to increase.

Unemployment could increase. This is of particular concern, since social services are already stretched
to their limits. Vulnerable and marginalized populations are likely to grow and will be the first and
hardest hit by rising oil prices. Increasing costs and decreasing incomes will reduce health coverage and
further stress the health care system, which is already in crisis. Heating, maintenance, and monthly
housing costs will consume a larger share of household budgets and push people toward lower-quality
housing choices at the same time that auto transportation costs increase dramatically. First responders,

especially police, are likely to be further taxed as social service agencies struggle to meet demand.




RECOMMENDATIONS: ACT BIG, ACT NOW

The Task Force findings illustrate the profound economic and social vulnerabilities that could result
as fuel supplies cease to be abundant and inexpensive. The magnitude of this issue led the Task Force

to explore bold and far-reaching solutions. The Task Force is unified in urging strong and immediate

action.

The Task Force recommends preparedness on two different levels. Most of the recommendations seek
to reduce Portland’s exposure to rising fuel prices, anticipating the economic and lifestyle adjustments
that will be needed in the future. Other recommendations prepare Portland to maintain community
stability as volatile energy markets trigger conditions ranging from emergency shortages to longer-term

economic and social disruption.

Reduce Portland’s exposure: The Task Force proposes cutting oil and natural gas consumption in half,
transforming how energy is used in transportation, food supply, buildings and manufacturing.

It proposes strategies to maintain business viability and employment in an energy-constrained

marketplace.

Strengthen community cohesion: However well Portland succeeds in its energy transition, it will not be able to
isolate itself from global energy crises or the resulting economic implications. The Task Force sees the
potential for profound economic hardship and high levels of unemployment, and it recommends having
plans in place to adapt social and economic support systems accordingly. Similarly, contingency plans

are needed for fuel shortages that may last for months or years, well beyond the time considered in

existing emergency plans.

The Task Force recommends a comprehensive package of actions, proposing strategies to initiate
institutional change and to motivate action by households and businesses. The recommendations

: propose major changes for Portland, but the Task
Force believes their implementation can have

a positive social and economic impact as local
residents and businesses spend less on imported
fuels and redirect dollars into the local economy.
This presents a significant econontic c&:velopment

opportunity for Portland.
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government and community leaders to initiate planning and policy change.
Urban design addvesses the challenge at a community scale.
4. Support land use patterns that reduce transportation needs, promote walkability and provide easy

access to services and transportation options.

5. Design infrastructure to promote transportation options and facilitate efficient movement of

freight, and prevent infrastructure investments that would not be prudent given fuel shortages and
higher prices.
Expanded efficiency and conservation programs shape the many energy choices made by individual households and
businesses.
6. Encourage energy-efficient and renewable transportation choices.

7. Expand buildin‘g energy-efficiency programs and incentives for all new and existing structures.

Sustainable econonvic development fosters the growth of businesses that can supply encrgy-efficient solutions
and provide employment and wealth creation in a new economic context.

8. Preserve farmland and expand local food production and processing.

9. Identify and promote sustainable business opportunities.
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be implemented.

NEXT STEPS

A number of the reccommendations imply the need for a central program to coordinate goal setting,
tracking and communications. Other recommendations are policies, programs or projects to be
implemented by specific bureaus or groups of bureaus. The Task Force proposes that a team of city staff

be appointed to translate these recommendations into a funded, operational course of action.

Acting on this report, however, does not need to await further study or analysis. City bureaus can
immediately look for ways to incorporate these energy concerns and impacts into ongoing planning
activities and educational programs around sustainable development. Gity Council can challenge

bureaus to align their investments and activities with the recommendations outlined in this report.

Finally, the Tasl; Force members would like to express their willingness to continue assisting the City of
Portland as it engages City staff and the public about peak oil and Portland’s energy future.




CITY OF PORTLAND PEAK OIL TASK FORCE MEMBERS

Affiliations are provided for identification purposes and are not intended
to represent the formal participation of any agency or organization.

Richard Benner, Metro
Christine Caruso, MCM Architects and Portland Planning Commaission
David Cohan, Portland Peak Oil and Northwest Energy Efficiency Alliance
Angela Crowley-Koch, Oregon Chapter of Physicians for Social Responsibility
Lesa Dixon-Gray, Oregon Department of Human Services
Allen Lee, Quantec
Jeanne Longley, Zero Waste Alliance
Bill Scott, Flexcar
Sallie Schullinger-Krause, Oregon Environmental Council
Marcus Simantel, retired farmer
Randy White, Clear Channel Radio
Rowan Wolf, Portland Community College
Staff
Michael Armstrong, Office of Sustainable Development
Kyle Diesner, Office of Sustainable Development ‘
Steve Dotterrer, Bureau of Planning
Matt Emlen, Office of Sustainable Development
Lavinia Gordon, Office of Transportation
Peter Hurley, Office of Transportation
Andria Jacob, Office of Sustainable Development
John Kaufmann, Oregon Department of Energy
Patty Rueter, Office of Emergency Management
Charlie Stephens
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Some predict that, despite the world's fast-growing thirst for oil,
producers could hit that ceiling as soon as 2012. This rough limit -- which two senior industry
officials recently pegged at about 100 million barrels a day -- is well short of global demand
projections over the next few decades. Current production is about 85 million barrels a day.

The world certainly won't run out of oil any time soon. And plenty of energy experts expect sky-
high prices to hasten the development of alternative fuels and improve energy efficiency. But
evidence is mounting that crude-oil production may plateau before those innovations arrive on a
large scale. That could set the stage for a period marked by energy shortages, high prices and

bare-knuckled competition for fuel.

The current debate represents a significant twist on an older, often-derided notion known as the
peak-oil theory. Traditional peak-oil theorists, many of whom are industry outsiders or retired
geologists, have argued that global oil production will soon peak and enter an irreversible decline
because nearly half the available oil in the world has been pumped. They've been proved wrong so
often that their theory has become debased.

The new adherents -- who range from senior Western oil-company executives to current and
former officials of the major world exporting countries -- don't believe the global oil tank is at the
half-empty point. But they share the belief that a global production ceiling is coming for other
reasons: restricted access to oil fields, spiraling costs and increasingly complex oil-field geology.
This will create a global production plateau, not a peak, they contend, with oil output remaining
relatively constant rather than rising or falling.

The emergence of a production ceiling would mark a monumental shift in the energy world. Oil
production has averaged a 2.3% annual growth rate since 1965, according to statistics compiled
by British oil giant BP PLC. This expanding pool of oil, most of it priced cheaply by today's
standards, fueled the post-World War II global economic expansion. '

On Oct. 31, Christophe de Margerie, the chief executive of French oil company Total SA, jolted
attendees at a London conference by openly labeling production forecasts of the International

http://online. wsj.com/public/article_print/SB119543677899797558 html ’ 11/20/2007 @' ’/_
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Energy Agency, the sober-minded energy watchdog for industrialized nations, as unrealistic. The
IEA projects production will grow to between 102.3 million and 120 million barrels a day by
2030. Mr. de Margerie said production by 2030 of even 100 million barrels a day will be

"difficult."
Speaking Clearly

This is "the view of those who like to speak clearly, honestly, and [are] not just trying to please
people,” he bluntly declared. The French executive said many existing oil fields are being
depleted at rates that will damage their geologic structures, which will limit future output more
than most people allow. What's more, some nations endowed with large untapped pools of oil are
generating so much revenue from their current production that they feel they don't need to further

develop their fields, thus putting another cap on output.

Earlier this month, James Mulva, the chief executive of ConocoPhil]ips echoed those conclusions
in a speech at a Wall Street conference: "I don't think we are going to see the supply going over
100 million barrels a day.... Where is all that going to come from?" He questioned whether the
industry has enough support services and people to execute projects to add that much oil

production.

Even some officials from member states of the Organization of Petroleum Exporting Countries,
which has long insisted on its ability to supply the world with fuel for decades hence, are breaking
ranks and forecasting limits. The chairman of Libya National Oil Corp. said at the same London
conference the world will have difficulty producing more than 100 million barrels a day.

A former head of exploration and production at Saudi Arabia's national oil company, Sadad
Ibrahim Al Husseini, has also gone public with doubts. He said in London last month that he
didn't believe there were enough engineers or equipment to ramp up production fast enough to
keep up with the thirsty global economy. What's more, he said, new discoveries are tending to be
smaller and more complex to develop.

Many leaders of the industry still dismiss the idea that there
is reason to worry. "I am no subscriber to the theory that oil
supplies have already peaked," said BP's chief executive,
Tony Hayward, earlier this month in a speech in Houston.

Exxon Mobil Corp. Chief Executive Rex Tillerson has said
that if companies had better access to the world's oil reserves,
production would increase and prices would go down.
"Sufficient hydrocarbon resources exist to play their role in
meeting this growing global demand, if industry is allowed to
access them," he said in a speech this month. If access were
granted, Exxon Mobil believes the industry would be able to
raise fuel production to meet demand in 2030 of 116 million

barrels a day.

The oil industry has long been beset by doom-and-gloom
scenarios, which so far haven't panned out. "The entire oil
industry in the late 1970s was convinced the price [of oil]
would be $100 by 1990 and we Would need huge oil shale mines" to exploit oil locked away
tightly in rock, says Michael C. Lynch, president of Strategic Energy & Economic Research Inc.
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Of course, that didn't happen, as discoveries ushered in new eras of low-priced oil in the mid-
1980s through the late 1990s.

U.S. government experts are optimistic -- to a point. The Energy Information Administration, the
data arm of the Energy Department, forecasts world oil production will hit 118 million barrels a
day by 2030. But the agency warns that its prediction might not pan out if resource-rich nations
such as Venezuela and Iraq don't invest enough in their operations.

“We know that the world is not running out of energy resources, but nonetheless, above-ground
risks like resource nationalism, limited access and infrastructure constraints may make it feel like
peak oil just the same, by limiting production to something far less than what is required," said
Clay Sell, deputy secretary of energy, in a speech in October. Resource nationalism refers to
tightening state control of oil fields to achieve political aims, often by restricting outsiders' ability
to develop the oil for world markets.

‘Undulating Plateau’

Two or three years ago, it was far more common for oil analysts and officials to trumpet the
potential of new technology to harvest more oil. In a report last year, Cambridge Energy Research
Associates, a prominent adviser to energy companies, made the comforting prediction that oil
production could reach 110 million barrels a day by 2015, and "more than meet any reasonable
high growth rate demand scenario we can envisage" up to that date. Because of progress being
made in extracting oil through new methods, CERA said it found "no evidence" there would be a
~peak in oil flows "any time soon." In a later report, CERA said world oil production won't peak
before 2030 and that even when it does, production will resemble an "undulating plateau" for one

or more decades before declining gradually.

Oil companies have seen several years of bull-market prices, and thus of trying to produce more.
This has given their executives a better sense of what is and isn't possible.

One limit: Many people think most of the world's giant fields already have been discovered. By

-1970, oil-industry explorers had discovered 10 giants that could each produce more than 600,000
barrels a day, according to Matt Stmmons, chairman of energy investment banking firm Simmons
& Co. International. Exploration in the next 20 years, to 1990, yielded only two. Since 1990,
despite billions in new spending, the industry has found only one field with the potential to top
500,000 barrels a day, Kazakhstan's Kashagan field in the Caspian Sea. And Mr. Simmons notes it
is proving expensive and difficult to extract.

Big strikes are still possible. This month, Petréleo Brasileiro SA announced a deep-water find off
Brazil's Atlantic coast that appears to be the largest discovery since Kashagan.

But some of the most promising geological formations are in locations that are inhospitable, for
reasons of geography or, especially, politics and strife. Output from Iraq's rich fields is unlikely to
grow much until security improves and outside investment returns. The future of Iranian and
Nigerian production is likewise clouded by geopolitical and local instability.

" Labor and construction bottlenecks also are making it difficult to develop proven fields. One of
the largest obstacles is the booming commodity markets themselves: The prices of raw materials
used in oil-field platforms and equipment has escalated. And during the years of low or moderate
oil prices in the 1980s and 1990s, companies didn't develop enough geologists and other skilled
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workers to supply today's needs. "Years of underinvestment in new talent have led to a limited
and aging pool of skilled workers," noted Andrew Gould, the CEO of oil-service giant
Schlumberger Ltd., last month.

High oil prices have also led to steep cost inflation for drilling rigs and other equipment. Costs
have soared so much that the industry is falling behind in the investment needed to sate expected
future demand. To meet demand forecasts of 90 million barrels of oil a day in 2010, the industry
needed to have spent $350 billion on drilling and producing in 2005, argues Larry G. Chorn, chief
economist of Platts, the energy and commodities-information division of McGraw-Hill Cos. But
the International Energy Agency estimates that spending on oil-field production in 2005 came to

only about $225 billion, he says.

A failure to spend enough in the past few years "may have already put the industry behind the
spending curve,”" Mr. Chorn says. As a result, he predicts "temporary shortages over several years,

causing debilitating price spikes."

Compounding the problem: Most of the world's biggest fields are aging, and production at them is
declining rapidly. So, just to keep global production at current levels, the industry needs to add
new production of at least four million daily barrels, every year. That need is roughly five times
the daily production of Alaska, with its big Prudhoe Bay field -- and it doesn't assume any demand

growth at all.
Rate of Decline

Mr. Simmons scoffs at estimates that production from proven fields will decline only 4.5% a year.
He thinks a more realistic rate of decline is 8% to 10% a year, especially because modern

technology actually succeeds in depleting fields faster.

If he's right, the industry needs to add new daily production of at least eight million barrels -- 10
times current Alaskan production -- just to stay even.

Mr. Simmons thinks the world needs to shift its energy focus from climate change to more
immediate concerns. "Peak oil is likely already a crisis that we don't know about. At the furthest
out, it will be a crisis in 2008 to 2012. Global warming, if real, will not be a problem for 50 to 100

years," he says.

Oil executives who believe a production ceiling is coming are making plans to stay relevant in a
world where oil production is constrained.

Mr. de Margerie said at Total's annual meeting this spring that the company was "looking into"
nuclear-industry investments and had hired nuclear experts to help make strategic decisions.
ConocoPhillips recently said it was considering building a commercial-scale plant to turn plentiful
U.S. coal into natural gas.

Soaring energy prices have breathed new life into projects targeting "nonconventional” oil, such
as that trapped in sand or shale. But these sources can't be tapped nearly as quickly or
inexpensively as the big oil finds of the past. :

Vivid Example
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Canada's massive oil-sands deposits, which hold the largest oil reserves after Saudi Arabia's, offer
a vivid example. They contain an estimated 180 billion barrels of oil. But after years of intensive
development and tens of billions of dollars of investments, the sands are producing only a little
more than 1.1 million barrels of crude a day. That's projected to reach three million a day by 2015.

The oil deposits are so heavy that companies must either mine them or slowly steam them

underground to get the oil to flow out of the sand.

Randy Udall, co-founder of the U.S. chapter of the Association for the Study of Peak Oil and Gas,
has written that these unconventional oil supplies are like having $100 million in the bank, but

"being forbidden to withdraw more than $100,000 per year. You are rich, sort of."

As these uncertainties mount, there is growing hope that Saudi Arabia, which has about 20% of

the world's oil reserves, would ride to the rescue if needed. Saudi Aramco, the national oil

company, has embarked on an ambitious plan to increase its daily production by 30%, or three
million barrels, early next decade, and thus reclaim the title of top producer from Russia. But Mr.
Al Husseini, the former Saudi oil executive, now an independent consultant, said others aren't
doing as much, leaving the world entirely dependent on Saudi Arabia to provide extra capacity.

"Everyone thinks that Saudi Arabia will pull us out of this mess. Saudi Arabia is doing all it can,”

he says in an interview. "But what it is doing, in the long run, won't be enough."

Write to Russell Gold at r_ussc:ll.g,old@wsj.com1 and Ann Davis at ann.davis@wsj.com
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After oil supplies dry up, what's Plan B?

Extreme scarcity could be disastrous for U.S. economy

Erica Etelson
Sunday, August 26, 2007

When Hurricane Katrina struck two years ago, Americans learned just how ill-equipped the
government is to respond effectively to natural disasters. But if you think the government's
response to Katrina was inept, brace yourself for peak oil.

Global oil production will hit its peak in the next few years, at which point oil pfices will skyrocket
and voracious consumers like the United States, China and Europe will quickly drain every last
barrel they can afford to buy. Our per-capita oil consumption is double that of most European
nations and more than triple Mexico's, and shows no sign of slowing. As supplies dwindle, an
economic disaster on a par with Katrina will start to unfold.

Global oil demand is at 84 million barrels a day and rising, and there are at most a trillion barrels'
worth still in the ground, most of which is very difficult and expensive to recover. Do the math, and

you'll see that the end of oil is, at most, 30 years away.

But long before oil actually runs out, economists and energy analysts warn that extreme scarcity
will cause prices to soar so high that it will no longer be feasible to use petroleum on a wide scale. It
is the imminence of this supply-demand shortfall that has people like National Petroleum Council
member Matthew Simmons and Reps. Roscoe Bartlett, R-Md., and Tom Udall, D-N.M., worried -
very worried - about our economy's ability to withstand the end of oil.

Cheap and plentiful oil is the foundation of our economy. Everything from food prdduction and
distribution to the manufacture of clothing, footwear, medications and plastic goods relies heavily
on petroleum. You name it, and we need oil to produce it, ship it and, in many cases, run it.

In February, the U.S. Government Accountability Office dropped a quiet little bombshell: a report
on peak oil concluding that there is an urgent need for a swift, coordinated government strategy to
assess and develop alternative energy technologies to avert "severe economic damage."

The agency concluded: "(T)he United States, as the largest consumer of oil and one of the nations
- most heavily dependent on oil for transportation, may be especially vulnerable among the
“industrialized nations of the world." Stark though its conclusion is, the GAO may in fact be

understating the gravity of the situation.

——
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The report followed on the heels of a 2005 peak oil risk management report commissioned by the
Department of Energy, which warned of the "extremely damaging" and "chaotic" impacts that will
ensue if "intensive," "aggressive" and "expensive" mitigation measures are not put in place at least
10 years ahead of time. Both reports landed with a dull thud and have been dutifully ignored. In
other words, there is no Plan B.

Depending on whom you ask, the impacts of peak oil range from dire to catastrophic: At best, get
ready for a crippling recession and widespread inflation. At worst, we face severe global food
shortages that threaten wide-scale starvation and an overall breakdown of social and economic
institutions. And if history is any guide, we can expect a series of military invasions into every
remaining oil hot spot in the world - invasions that may, by the way, require even more fossil fuels
than we could possibly expropriate by force.

Because oil companies and OPEC nations are notorious for overstating their reserves to manipulate
the market, it is impossible to predict when exactly the world will start feeling the crunch. As
award-winning New York Times reporter Peter Maas wrote in 2005, "Because we do not know
when a supply-demand shortfall might arrive, we do not know when to begin preparing for it, so as
to soften its impact; the economic blow may come as a sledgehammer from the darkness."

But here's a little hint: Crude oil futures hit an all-time high of $78.21 per barrel on July 31. Prices
cannot go much higher without us beginning to feel the foreshocks of a peak oil catastrophe. Oh,
and by the way, natural gas (which provides 42 percent of California's power) is running out, too.
One day, even coal will be gone. How much longer are we going to wait before we figure out how to
survive without fossil fuels?

The United States has reacted to the threat of peak oil and gas with all the alacrity of its response to
climate change. It is ignoring the looming crisis for as long as it can,vjust waiting for that
sledgehammer to land its first blow. Eventually, when a recession hits, tax revenue will plummet,
and the government will have nowhere near the money it needs to build an alternative energy and
transportation infrastructure. Every year that goes by without an intensive mobilization to build an
oil-independent economy diminishes our odds of surviving the end of oil.

States, too, seem to have their heads in the sand. California, considered a leader in efforts to reduce
carbon emissions, just cut funding for mass transit by $1.3 billion for the fiscal year. Like most
states, it ignores the urgent need to build a transportation network that does not rely on fossil fuels.

At this point, you might be asking yourself: When oil becomes scarce, how will I get food? That's a
very good question. Here are a few more: Will my garbage get picked up? How will my water
district purify and deliver water and treat sewage without petrochemicals? What if I need an
ambulance? What if my home is one of the 7.7 million that rely on oil for heating? Which of my
medications are made out of petrochemicals? How will I get to work? Will I even have a job
anymore? '
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But don't just ask yourself. Ask your elected officials, your public utility district and your grocer.
Ask the U.S. Postal Service, Federal Express and American Airlines. Ask GM. If you have one, ask
your financial adviser or stockbroker which companies will still be in business after peak oil hits.
QOdds are, he or she will give you a blank stare.

While the United States blindly carries on with business as usual, countries such as Sweden,
Iceland and Ireland are taking steps to assess and mitigate peak oil impacts. Oil-rich Iran has
begun rationing and has already cut oil consumption by 25 percent. But here at home, demand for
oil is ever on the rise, and there is no talk of conserving reserves for essential goods and services or

to develop an alternative energy infrastructure.

Instead, we are on course to squander every last drop on long solo commutes, leisure travel,
mountains of plastic junk and the senseless transglobal shipment of unsustainably grown food.

That's where local government comes in. Small but growing numbers of municipalities are
initiating a process that federal and state leaders should have begun 30 years ago, when domestic
oil reserves peaked. They are, in short, figuring out Plan B.

In May, Oakland appointed an Oil Independent Oakland by 2020 Task Force. In June 2006,
Portland, Ore., formed its own Peak Oil Task Force, which got busy fast: By March of this year, it
had released its first major report, urging the city to "act big, act now," even without further study
- or analysis. The report prompted the city to pass a resolution to accelerate oil and gas conservation
measures to halve Portland's fossil fuel consumption. '

Last year, San Francisco passed a resolution to assess the city's vulnerability to oil depletion and to
develop a transition plan. Other cities, from Austin, Texas, to Bloomington, Ind., are confronting
the stark reality and trying their best to figure out how to soften the blow.

Cities are looking at options such as local food cultivation, urban redesign to minimize
transportation needs, locally controlled electricity, rainwater catchment systems (to ensure local
access to water for food cultivation), energy-efficient mass transit, and the preparation of
emergency plans for sudden and severe food, water and energy shortages. They are embracing bio-
regional sustainability - a concept once dismissed as an ecotopian fantasy that is suddenly starting

to look like our last best hope.

But cities cannot solve the peak oil problem on their own. They don't have the revenue needed to
build light-rail networks and wind farms or to store massive grain reserves. During a recession,
they will be in no position to guarantee income supports for millions of laid-off workers. But the
more they do now, while they still have a revenue stream, the better off their residents will be.

- If the peak oil doomsday scenarios are to be averted, it will require coordinated action at every level
of government, by every sector of the economy and by every community and citizen in the nation.
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We are heading into a political era in which the need to come together to invent and support life-
sustaining social and economic systems will trump all else.

Some tout alternative energy technologies as the silver bullet that will save us from a peak oil crisis.
But there is a broad consensus among energy analysts that it will be decades before such
alternatives are available for wide-scale implementation. Moreover, some of the alternatives with
the strongest political backing, including ethanol and liquefied coal, may cause even more severe
global warming than petroleum has.

The United States needs to slam the brakes on fossil fuel consumption. As if arresting climate
change weren't enough of a reason for immediate and strong conservation measures, the end of oil
may just force upon Americans a reality we have ignored for far too long: We cannot go on like this,
pedal to the metal, asleep at the wheel.

Erica Etelson is a Berkeley journalist, former environmental attorney and oil independence
activist. Contact her at oilindependence@yahoo.com.
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