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Confirming Hard Truths

John Donnelly, JPT Editor ¢ jdonnelly@spe.org

A month ago, participants in US National Petroleum Council
(NPQ) study titled Facing the Hard Truths About Energy recon-
vened to evaluate the report a year after its release. The original
report looked out to 2030 and asked three basic questions: What
is the future of oil and natural gas supply? Can additional sup-
plies be brought online and at a reasonable price to meet future
demand without jeopardizing economic growth? And, What
supply- and demand-side policies should be pursued to ensure
economic stability? Although the NPC report put special empha-
sis on the US, the report and its conclusions addressed the global energy picture.

Response to the original report was great. It was translated into seven languages
and more than 8,000 copies were distributed, in addition to 1.5 million downloads
of the study from the NPC5s website. Participants in the study included former SPE
Presidents Bill Cobb, DeAnn Craig, and Steve Holditch; retired ExxonMobil Chief
Executive Officer (CEO) Lee Raymond; Cambridge Energy Research Associates
Chair Daniel Yergin; Schlumberger CEO Andrew Gould; Baker Hughes CEO Chad
Deaton; former Chevron Chief Technology Officer Don Paul; ExxonMobil Upstream
Research President Stephen Cassiani; Ryder Scott Chairman Emeritus Ron Harrell,
and many other industry experts and SPE members.

The council concluded that the events of the past year—including volatile oil and
natural gas prices, additional geopolitical uncertainty; and the impact of energy prices
on economies—has only reinforced the study’s original findings, which included:

¢ Energy demand will grow significantly, requiring increases in efficiency and
expansion of energy sources.

e There are increasing risks to the expansion of conventional oil and gas supply:

e Significant additions of unconventional liquids supply to the energy mix are
expected.

¢ E&P expenses have risen dramatically.

e Pressure on the cost and availability of project resources is hurting the ability to
expand production capability.

e Pressures to address the issues of carbon emissions and energy security are
increasing.

The study agreed with an International Energy Agency conclusion that fossil fuels
will continue to supply a substantial portion of energy demand to 2030, perhaps
as high as 80%. Rising population and growing economic activity in non-Organi-
zation for Economic Cooperation and Development countries will drive increased
global energy demand as the demand share of G8 countries decreases. This growing
demand, along with a natural production decline, states the need for significant new
production capacity, including both conventional and unconventional resources.
And even though investment in production capacity has increased markedly during
this recent period of high oil prices, new threats have emerged to increasing supply;
not to mention the long lead times required to develop upstream projects. Increasing
global unconventional supplies will not be easy, the updated evaluation of the report
concludes, because of the need for major investment, technology advancements, and
potentially large carbon-management infrastructure. JPT

JPT is always eager to hear from its readers. If you have any comments
or suggestions, please contact me at jdonnelly@spe.org or by phone at
+1.713.779.9595 ext. 616.
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