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PETROLEUM AND OTHER LEGISLATION AMENDMENT BILL (NO. 2)

Mr McNAMARA (Hervey Bay—ALP) (8.39 pm): | rise to support the Petroleum and Other
Legislation Amendment Bill. This bill is necessary to ensure consistency and efficiency in the
administration of the petroleum and pineline industries in Queensland, including implementing our vital
coal seam gas regime. | say ‘vital' because we will soon be faced with the effects of the rundown of the
world's oil reserves after the advent of peak oil. Peak oil represents the most serious and immediate
challenge to our prosperity and security. It will impact on our lives more certainly than terrorism, global
warming, nuclear war or bird flu. While it may not be a term with which members are familiar now, | predict
it will come to dominate debate in this place over the next 10 years.

The concept of peak oil was identified in 1956 by the late US oil industry and government geologist
M King Hubbert. Dr Hubbert suggested that the rise and fall of oil production in a nation, or indeed the
world, would follow a pattern for individual wells; that is, rising sharply from when oil under pressure in the
ground is first spiked, increasing as more wells are sunk, plateauing when half the oil has been extracted
and tapering away as the remaining recoverable oil is pumped out. This is now referred to as the Hubbert
curve. From the halfway peak, all oil flows decrease as the pressure in the oil basin declines. The cost of
recovering the oil rises exponentially from this point as it has to be extracted with greater degrees of
technical difficulty, such as flooding the reservoir with water to float residual oil into a recoverable position.

Dr Hubbert worked for the United States Geological Survey as a senior research geophysicist for 12
years. He was employed as director of Shell's research laboratory in Houston for 20 years. He taught at
Stanford University, the Massachusetts Institute of Technology and the Johns Hopkins University and
made a number of outstanding contributions to the field of geophysics. Regretfully, his modelling of peak oil
was ignored by government and rejected by industry, but he has been proven right.

As the US energy administration now concedes, oil production in the USA peaked in 1971, as he
predicted it would, and has been in steady decline since. Production for all nations outside the Middle East
peaked in 1997. The scientific community is currently involved in a vigorous debate about the anticipated
date of world peak oil. | quote from an article published in the Scientific American of March 1998 by Dr
Colin Campbell and Jean Laherrere. It states—

Using several different techniques to estimate the reserves of conventional oil and the amounts still left to be discovered, we conclude
that the decline will begin before 2010.

| will say more about the date of world peak oil in just a moment, but one fact is indisputable: when
the Middle East peaks between 2006 and 2020 the world will have passed peak oil, and oil prices will
commence to climb irreversibly until all recoverable oil reserves are exhausted within 50 years.

The advent of world peak oil will change our way of life forever. The concept of peak oil is now
universally accepted by geologists and mining engineers. It has recently gained acceptance by highly-
respected oil industry experts such as banker Matt Simmons of Simmons and Co. International and the
vastly experienced Washington based energy consulting firm PFC Energy. Matt Simmons has 30 years
experience in one of the world's largest energy investment banking groups and served on President
George W Bush's Energy Advisory Committee between 2001 and 2004. | table an article by Mr Simmons
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published in Petroleum News in August 2004 in which he concluded that peak oil ‘could be the biggest
energy issue the world has ever faced'. | also table a copy of an article from the Business Magazine of 7
November 2004 that contains confirmation of peak oil for the first time by a senior oil industry executive,
Francis Harper of BP. He expects global oil production to peak between 2010 and 2020.

Picking the exact date of the peak is difficult because one has to rely on data from oil companies and
OPEC members about their oil reserves. Members may be aware that the Royal Dutch/Shell Group on 5
February 2005 cut its 2002 published estimate of its total oil and gas holdings by one-third. It reduced its
2003 estimate of oil reserves by 1.4 billion barrels, or 9.8 per cent, and admitted that two-thirds of its listed
prospective wells in 2004 were in fact dry holes. Shell has been fined $US151.5 million for misleading
stock markets. The US justice department is undertaking a criminal investigation. Given that company
value is directly related to oil reserves, it is not surprising that Shell has lost its top-tier credit rating. Oil
companies have a vested interest in overstating reserves, and Australian company regulators should be
especially vigilant in this regard.

What does it mean if peak oil is not 2020 but 2006 because oil companies and OPEC members
have overstated reserves? In the late 1980s, six of the 11 OPEC members revised their reserve oil figures
upwards by amounts ranging from 42 per cent to 197 per cent. If those estimates were merely an effort to
manipulate OPEC production quota rules, it means that we have a serious problem right now.

There are many things the Beattie government is doing that will help soften the impact of peak oil
whenever it occurs. We are supporting research and development in coal, hydrogen, solar, wind and
biomass power. This is all important and must be continued and indeed accelerated. | note that the state
development minister, Tony McGrady, recently announced a $250,000 grant to help the CSR mill at Sarina
become Australia's chief ethanol producer. Ergon Energy is investing in wind farm technology, an energy
source that has the best energy return on energy invested ratio of all the alternative energy sources. This
is an excellent initiative.

But make no mistake: there is no silver bullet to defeat the most serious impacts of peak oil. We will
not find sufficient new oilfields to meet current demand, let alone to feed the soaring demand of emerging
economies like China. New oil discovery across the world peaked in 1960 and we now find one barrel of oil
for every four we consume. The six giant Saudi oilfields that produce the entire eight million barrels a day
of Saudi production are all aged between 40 and 65 years. Nothing approaching the giant Ghawar field’s
size has been found in the last 50 years.

We have coal for electric power for 200 years, but coal cannot effectively replace oil. While it is
possible to make synthetic fuels from coal and while hydrogen extracted from coal can power a fuel cell,
these processes use more energy than they produce. In other words, they are net energy losers. This is
the unavoidable impact of the second law of thermodynamics. Nuclear power suffers from the same net
energy loss problem, as well as the known radiation and waste storage risks.

The only effective replacement energy source for oil is liquefied natural gas, but it is subject to the
same Hubbert curve as oil and may even be disappearing at a faster rate. All other energy sources
combined cannot replace the volume of energy we derive from oil. For some alternative energy sources,
such as ethanol, far more energy is expended in planting, fertilising, growing, harvesting and processing
than its end product renders. No other energy source can fly planes or drive heavy trucks and machinery.
Further, most of the world's fertiliser is now made from natural gas, and most of the world's pesticide is
made from oil. As fuel prices double and then double again in the years after the peak, we will be faced
with some very hard choices in the fields of agriculture, food distribution and transport generally.

| congratulate the government on its recent decision to preserve agricultural land in the south-east
corner. The challenges we face after peak oil will require localised food production and industry in a way
not seen for 100 years. Local rail lines and fishing fleets will be vital to regional communities. Self-
contained communities living close to work, farms, services and schools will not be merely desirable; they
will be essential.

There is much more to say on this topic. | note that it has now found its way into the mainstream
media via a front-page story in the Wall Street Journal of 21 September 2004 and an editorial in the
Washington Times of 2 November 2004. | welcome that public discussion and suggest that this topic
should be considered in detail in Australia and in this place. For members who are interested in a very
thorough treatment of this issue | recommend Richard Heinberg's detailed 2003 book The Party's Over.

Let me conclude with this simple statement of fact. Peak oil is coming—soon—and no alternative
energy source available to us today or in the foreseeable future is going to make up the total energy
shortfall. The beginning of the end of the oil age is upon us, and it is time to respond fully to that challenge.
The petroleum bill before the House is a necessary step in that process. | congratulate the minister on this
reform as well as on last year's Petroleum and Gas (Production and Safety) Act and the Petroleum and
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Other Legislation Bill that collectively regulate and encourage the exploration and development of
petroleum and gas resources in Queensland. | commend the bill to the House.

File name: mcna2005_02_22 123.fm Page : 3 of 3



	Petroleum and Other Legislation Amendment Bill (No. 2)
	Mr McNAMARA (Hervey Bay-ALP) (8.39 pm): I rise to support the Petroleum and Other Legislation Amendment Bill. This bill is neces...
	The concept of peak oil was identified in 1956 by the late US oil industry and government geologist M King Hubbert. Dr Hubbert s...
	Dr Hubbert worked for the United States Geological Survey as a senior research geophysicist for 12 years. He was employed as dir...
	As the US energy administration now concedes, oil production in the USA peaked in 1971, as he predicted it would, and has been i...
	Using several different techniques to estimate the reserves of conventional oil and the amounts still left to be discovered, we conclude that the decline will begin before 2010.

	I will say more about the date of world peak oil in just a moment, but one fact is indisputable: when the Middle East peaks betw...
	The advent of world peak oil will change our way of life forever. The concept of peak oil is now universally accepted by geologi...
	Picking the exact date of the peak is difficult because one has to rely on data from oil companies and OPEC members about their ...
	What does it mean if peak oil is not 2020 but 2006 because oil companies and OPEC members have overstated reserves? In the late ...
	There are many things the Beattie government is doing that will help soften the impact of peak oil whenever it occurs. We are su...
	But make no mistake: there is no silver bullet to defeat the most serious impacts of peak oil. We will not find sufficient new o...
	We have coal for electric power for 200 years, but coal cannot effectively replace oil. While it is possible to make synthetic f...
	The only effective replacement energy source for oil is liquefied natural gas, but it is subject to the same Hubbert curve as oi...
	I congratulate the government on its recent decision to preserve agricultural land in the south-east corner. The challenges we f...
	There is much more to say on this topic. I note that it has now found its way into the mainstream media via a front-page story i...
	Let me conclude with this simple statement of fact. Peak oil is coming-soon-and no alternative energy source available to us tod...



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


