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after price crash

LONDON: Major oil producers with operations around the world have
cut their 2020 capital spending by about 24 per cent, or nearly $40 billion,
data compiled by Reuters showed, following a slump 1n crude prices.

Brent crude prices have fallen nearly 46 per cent to about $24.48 a
barrel, while U.S. crude has plunged 50 per cent to $21.19 per barrel
since Saudi Arabia and Russia launched a price war earlier this month.

The world 1s also witnessing one of its biggest demand shocks, as
travel curbs worldwide due to the outbreak of coronavirus have re-
duced oil consumption by millions of barrels per day.

Companies including Saudi Aramco, Shell and Chevron have slashed
budgets by at least 20 per cent.

Saudi Aramco said it planned to cut capital spending for 2020 to be-
tween $25 billion and $30 billion, compared with $32.8 billion in 2019.

KPG to reduce capex

DUBAI: State-run Kuwait
Petroleum Corporation (KPC)
has instructed all subsidiaries
to cut capital and operating
spending this year due to an
"unprecedented" decline in oil
prices caused by the collapse
of a global oil supply cut pact
and the spread of the corona-
virus which has hit demand.

KPC Review (Page 4 - 11)

Exxon Mobil said it would make "significant" cuts to spending, while
BP said it planned to reduce its capital and operations

Aker BP said it will cutits planned 2020 capital spending to $1.2 bil-
lion and exploration spending to $400 million, while capital spending
will be "well below" $1 billion in 2021-2022.

BP plans to reduce capital and operational spending, which was about
$15 billion last year. Chevron said it will trim spending and lower oil
output, while DNO will cut its 2020 budget by 30 per cent ($300 mil-
lion) and lower dividend for H1.

Energean will cut investments by nearly $200 million in Greece and
Middle East. Meanwhile, Eni has cancelled a share buyback and said
it would reconsider a buyback when Brent was at least $60 per barrel.
EnQuest is cutting operating costs by 30 per cent to $375 million and
investment will be lowered by $80 million.

Equinor has suspended its ongoing $5 billion share buyback pro-
gramme and would cut total 2020 spending by around $3 billion, in-
cluding capital spending reduction to $8.5 billion. ExxonMobil would
make significant cuts to spending as well.

Shell lowered capital expenditure for 2020 by about $5 billion and
suspended the next tranche of its share buyback plan.

Total said it would cut capital expenditure by over $3 billion, mainly
in exploration. It will also target $800 million in 2020 operating cost
savings, instead of the $300 million previously announced, and sus-
pend its outstanding $1.5 billion share buyback.

Tullow Oil will cut its investment budget to $350 million and reduce
exploration spending by almost half to $75 million.

Wintershall Dea will cut 2020 investment to $1.3-$1.7 billion and
suspend its dividend until further notice.

IN BRIEF

Saudl to Shlp 10 mbpd from May
LONDON: Saudi Arabia plans to
ship more than 10 million barrels
per day (bpd) from May following
the collapse of a supply-cut pact by
the Organisation of the Petroleum
Exporting Countries and other pro-
ducers led by Russia.

So far, exports in March are running significantly below that rate,
showing little change from February. This could reflect lower demand
from customers, such as China following the coronavirus outbreak.

"Saudi March exports are so far in the 7.3 million bpd region, not
more," one of the sources said on condition of anonymity. 'Total supply
is way below 10 million bpd."

Anather source who tracks the exports said Saudi shipments in Feb-
ruary would be about 7.2 million bpd. Tanker data from Refintiv Eikon
put the exports even lower, at just below 7 million bpd so far in March.

Aramco to focus on high growth markets
NEW DELHI: Saudi Aramco has said it is focusing its downstream in-
vestments in high-growth nations such as India as it negotiates a deal
to buy up to 20 per cent stake in
Reliance Industries' $75 billion oil-
to-chemical business, says a report
by the Press Trust of India.

In its latest annual report, Ara-
mco said it is looking at investment
opportunities in high-growth mar-
kets as well as nations that rely on

importing crude oil.
"Saudi Aramco is focusing its down-
stream investments in areas of high

growth, including China, India and
Southeast Asia, material demand cent-
ers such as the United States, and
countries that rely on importing crude
oil, such as Japan and South Korea,"
the firm said in its annual report.
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Pakistan offers global oil and

gas firms vast opportunities

Pakistan’s efforts to close the gap between local demand and supply of oil and gas is promising for energy companies, which
can benefit from low operating costs and a high success rate, say oil and gas veterans Saud Khawaja and Mansoor Ghayur

AKISTAN’S growing oil and gas sector offers great oppor-

tumnties for forergn and local compamies as efforts are made

to increase local production amid the need to significantly
reduce the country’s burgeoning energy bill.

The country’s total domestic oil production of nearly 90,000 bar-
rels per day (bpd) against a demand of around 600,000 bpd leaves
a deficit of over 500,000 bpd. This shortfall is fulfilled through
imports.

Pakistan’s natural gas production meanwhile stands at around 4
billion cubic feet daily (befd), with consumption being at around
6 BCFD, leaving a supply gap of about 2 befd. At the same time,
it produces 1,521 metric tons daily of LPG.

As of June 30, 2019, total domestic production stood at slight-
ly above 800,000 barrels of o1l equivalent (BoE), while demand
was approximately 1,700,000 BoE thus leaving a supply gap of
900,000 BoE.

In 2019, Pakistan imported oil and gas products worth over $16
billion. This represents the single largest foreign exchange burden
on the country’s economy.

To close the large deficit gap between growing consumption de-
mand and domestic oil and gas production, the country is inviting
global and local companies to participate in oil and gas ventures in
the country, says Mansoor Ghayur, Member Advisory Committee
on Sectoral Strategy and Policy, Pakistan’s Ministry of Energy,
and Member of Prime Minister of Pakistan’s Energy Task Force.

He tells Abdulaziz Khattak of OGN: “The country’s Ministry of
Petroleum and Natural Resources has made a big push in recent
months, conducting road shows and meetings in global oil and gas
hubs, such as Canada, the US, Russia, China and the UAE.

“As a result, several global companies, including a ministerial
level delegation from Russia along with Gazprom, have shown
keen interest in Pakistan’s energy landscape.”

SECTOR OVERVIEW
As of June 30, 2019, Pakistan had 158 oil fields, 178 gas fields
and 37 LPG fields. The largest oil fields include Nashpa, Mela and
Makori East in the Khyber Pakhtunkhwa (KPK) province; Adhi in
Punjab province; and Kunnar and Pasakhi in Sindh province. The
largest gas fields are located in Sui, Uch, and Zin in Baluchistan
province; and Mari and Qadirpur in Sindh province.

The country’s oil and gas landscape is poised for tremendous
growth, says Saud Khawaja, Founder of Falcon Petroleum Con-
sultants, Bahrain, and Member Board of Directors and Chairman
Transformation Committee at Pakistan’s Oil and Gas Develop-
ment Company Limited (OGDCL).

Remote locations, which were previously no-go areas, are now
accessible for seismic surveys —fundamental requirements to ac-
quire geophysical data and to determine high potential sweet spots
for exploration and marking well locations.

“Local r1g count in the 12-month period from January 2019 to
2020 increased 35 per cent, going up from 26 to 35 active rigs.
This indicates the confidence level of oil and gas companies to
drill more wells,” says Khawaja.

A survey conducted by Ghayur and Khawaja last year shows 50
drilling and workover rigs in the country, with hydraulic horse
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Khawaja and Ghayur ... inviting companies to invest in Pakistan’s oil and gas sector

power (HHP) of 300, 650, 750, 1,000, 1,200, 1,500, 2,000, 2,500
and 3,500. This indicates a vibrant variety of well requirements,
from ultra-shallow depth wells to medium, deep, and ultra-deep
wells.

With the increase in planned well count by operating companies,
itis expected that the rush to increase exploration and production
will sigmficantly push the rig count up.

OGDCL and Pakistan Petroleum Limited (PPL) —the two larg-
est domestic exploration and production companies in Pakistan—
expect to double their well count in 2020 for exploratory drilling,
development drilling and working-over existing wells.

In addition, other local and foreign exploration and production
companies are also looking at increasing their well count, adding
to increased drilling activities and rig count.

There are currently seven local and five international companies
actively operating in Pakistan. The local companies include OG-
DCL, PPL, Mari Petroleum Company Limited (MPCL), Pakistan
Oilfields Limited (POL), Pakistan Exploration Private Limited
(PEL), Dewan Petroleum Limited and Orient Petroleum Private
Limited (OPL).

The international companies are Ente Nazionale Idrocarburi
(ENI) from Italy, Magyar Olaj-es Gazipari from Hungary, Polskie
Gornictwo Naftowe 1 Gazowinctwo from Poland, United Energy
Pakistan Limited from China and Kuwait Foreign Petroleum Ex-
ploration (KUFPEC) from Kuwait.

Currently, there are 11 exploratory wells being drilled in Paki-
stan. These include four wells in KPK, 3 in Punjab, 3 1n Sindh,
and 1 in Baluchistan. So far 2,604 wells have been drilled and
410 discoveries made. There are 124 active exploration licenses
in the country.

In November 2018, the Pakistam government granted 10 ex-
ploration blocks after bidding. These included Cholistan, Sha-

kar Ganj, and Punjab blocks in Punjab; Musakhel, Desert, and
Khuzdar North blocks in Baluchistan; Block 28 North and Wali
west blocks in KPK; and Sorah and Taung blocks in Sindh.

In 2020, Pakistan is planning biding for an additional 18 blocks.

COMPANIES AT ADVANTAGE
Considering the low cost of dnlling and production in Pakistan,
oil companies in Pakistan will be at an advantage and can make
healthy profit margins, says Khawaja.

“If you look at domestic and foreign exploration and production
companies 1n Pakistan, they all have strong balance sheets.

“The link of local oil prices to international prices, local gas
price being more than double the Henry Hub Gas price ($4-6 per
MMBTU) and the low cost of drilling and production are all fac-
tors that result in healthy after-tax returns in Pakistan,” he elabo-
rates.

In 2019, the three national oil and gas companies, OGDCL, PPL
and MPCL cumulatively made $3.8 billion in revenues with $1.3
billion profits after tax.

Another important factor contributing to healthy profits in Paki-
stan is the lifting cost of hydrocarbons, being among the lowest in
the world. For example, in 2019, the lifting cost per barrel stood at
$3.43 for OGDCL, $2.17 for PPL and $1.47 for MPCL.

PPL and MPCL, primarily gas producers, have lower lifting cost
due to cheap gas production from shallower horizons in the south
of the country.

Further factors that could encourage companies to operate 1n
Pakistan include a mature regulatory framework, 70 per cent un-
tapped sedimentary area, low well density (3 wells per 1,000 sq
km), 1,100 exploratory wells drilled, 1,450 development wells
drlled, 90 o1l and 310 gas/condensates discoveries, a 34 per cent
success rate, and availability of skilled local human resources.

Pakistan’s rig count has gone up from 26 to 35 active rigs over the past 12 months.
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