Whatcom County/Bellingham Solutions
from a Peak Oil Task Force

Peak Oil — Introduction and Definition

“The peaking of world oil production presents the U.S. and the world with
an unprecedented risk management problem. As peaking is approached,
liguid fuel prices and price volatility will increase dramatically, and, without
timely mitigation, the economic, social, and political costs will be

unprecedented.” '

So begins the Executive Summary of a 2005 risk management report
commissioned by the U.S. Dept. of Energy. Recognizing that oil is a
finite natural resource, subject to depletion, the term "Peak oil" refers
to the point in time when the maximum rate of global petroleum
production is reached, after which the rate of production enters its
terminal decline." Following a few years of flat production rates,
decline in production rates will reach 3-5% per year" and the decline
will continue indefinitely until virtually no oil will be available by 2100.
This situation means that in the coming years, with unpredictable
timing and severity, oil and related fuels will be more expensive and
less readily accessible, resulting in dramatic impacts on what we
consider normal daily activities.

The concept of Peak Oil dates to the 1950s when M. King Hubbert
determined the approximate year when half of the world’s supply of ail
would have been extracted. His predictive model gained credibility
when he correctly estimated the peak of oil production in the U.S. to
occur in 1970-71." Although energy experts disagree on the exact
year that global oil production will peak, many, including oil industry
CEOs", have declared publicly the peak will occur before 2020, and
some believe we are at or near peak now." Global production rates
have been flat from 2005-present, and it appears increasingly likely
that permanent decline could begin by 2010-2012. Energy experts also
predict natural gas will peak sometime between 2018 and 2030.

A proactive approach to preparing for diminished energy supplies will
position Whatcom County to better adjust to this inevitable situation
with minimal disruption to our economy and social structure.
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Our Local Problem and the Conseguences—

Fifty years from now, the peak of global oil production will be a distant
memory. 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 Whatcom County’s supply of
prime agricultural lands. 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. Bellingham and Whatcom County are likely to see
increased demand in the development of a clean energy sector.
Nevertheless, many of Bellingham and Whatcom County’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.



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™""

Implications in the United States

Oil production in the U.S. peaked nearly forty years ago; however, a
crisis was averted by importing sufficient oil from international sources
to meet the shortage between U.S. demand for oil and its oil
production. Now we face the same problem on a worldwide scale.

Discovery of new oil peaked worldwide in the mid 1960s,* and now
new oil discoveries are replacing only a modest fraction of the oil
shortfall even though the industry has researched and drilled on every
continent and in the deepest oceans. Furthermore, we cannot import
our way out of this situation, since the shortfall is worldwide.
Worldwide conventional oil production has not increased since 2005.%

With increasing demand and lower production capacity, due to
depleted oil fields, an oil shortage has begun to occur which is already
causing oil prices to skyrocket above historic levels - rising from
$20/barrel in 2002 to $115/barrel as of April 16, 2008.

Although the U.S. holds just 5% of the world’s population, it consumes
25% of the world’s energy. The U.S. currently imports 60% of its oil
supply, and much of that supply is from countries that have passed
their own peak of production and are in decline. As U.S. production
continues to decline, the desire for imports will increase. However, the
oil exporting countries experiencing production declines, are also
experiencing their own increases in demand for internal consumption,
and therefore the net amount of oil available for export has begun to
shrink. The only export availability projection to date™ indicates that
the U.S. could face zero imports around 2030, which would mean that
U.S. oil consumption could decline to 20% of today's level. In
Whatcom County, with most of its supply from Alaska, the
corresponding figure would be around 35% of today's consumption (all
supply from Alaska, no imports). However, these projections assume
world economic stability and no change in the system of distributing oil
around the world and should be considered optimistic.



We also need to plan for natural gas decline. Natural gas has several
uses: electricity production, space and water heating, food
preparation, industrial process heat, and fertilizer production. North
American natural gas production rates have been in decline for a few
years, and there is a high likelihood that the decline will become quite
steep within 5-10 years. Comparable amounts of Pacific Northwest
(PNW) gas come from Canada (in decline) and the U.S. Rockies (flat).
The precipitous decline of natural gas in the PNW will likely lag that of
the rest of the U.S. by a decade or so, unless new pipelines connecting
the West with the Midwest begin to divert a significant fraction of
Western gas supplies.

Enerqgy Alternatives

Due to the uniquely high energy density of oil as well as the low
energy cost for production, sufficient supplies of fossil fuel substitutes
to meet the global energy demand are unlikely to be available in the
immediate future.™ Alternative sources of transport fuels from tar
sands, coal, or oil shale require high energy inputs and increase total
carbon dioxide emissions and provide inherently low production rates.
Further, the potential for biomass fuels to replace petroleum is limited
due to competition with food crops and the need to maintain biological
diversity. The world-wide rush to biofuels has already caused prices of
all grains to more than double during the past two years.

There are no existing liquid fuel alternatives that can meet more than
a fraction of our current needs. If all U.S. cropland were put into
ethanol production, it would provide only half of our liquid fuel needs
and obviously no food.

The 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.
However, current measures supported by the federal government will
replace only 3 weeks worth of gasoline consumption when fully
implemented by 2012.*" In addition, these subsidies for ethanol and
other biofuels come at a very high cost to our food supply.



Implications for Bellingham and Whatcom County

The governments, citizens and businesses of Whatcom County 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. Yet many Whatcom County residents and
businesses are not currently aware of the full implications of an
impending decline. Residents and businesses will benefit from a
community-based task force focused on evaluating the effects and
developing a response strategy to the peak energy crisis.

Whatcom County and the City of Bellingham have recently adopted
programs to reduce energy use and to mitigate for greenhouse gas
emissions. They can now take a leadership role in an important
economic and societal issue during the next half-century.

Because it is almost certain that oil prices will increase even further as
the oil shortage worsens, and because the availability of this energy
source may be erratic, it is vital that citizens know what to expect and
what they can do to organize and prepare themselves and their
community for increased energy scarcity. Around the world, citizens
are prompting their local governments to prepare for the peak oil
situation by taking steps to “relocalize” their economies and ensure
their ability to function with limited supplies of oil and natural gas.

What will we do here in Whatcom County? Will the land use policies,
infrastructure decisions, and transportation improvements we are
currently investing in help alleviate or exacerbate these problems? Will
we make different decisions with peak oil in mind?

Proactive communities will find answers to these and additional
questions as we adjust to a new paradigm less dependent on imported
energy supplies. The time to start answering these types of questions
is now, and that is the work this task force will begin.
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