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At this time of change, reliable and relevant industry information is crucial to capitalize on 

business opportunities in the Mexican oil and gas industry. Mexico Oil & Gas Review o�ers 

the dedicated and comprehensive communication platform that the Mexican oil and gas  

industry deserves.

Mexico Oil & Gas Review provides a comprehensive overview of the latest developments, 

industry trends, business strategies, technological breakthroughs, and operational challenges 

in the Mexican oil and gas industry. Our industry analysis is based on the perspectives of the 

key stakeholders shaping the Mexican oil and gas industry from a business, political, legal and 

regulatory perspective. Moreover, we match Mexico’s main operational and technical challenges 

with international best practices and proven technologies that have the potential to boost 

Mexico’s performance in exploration and production.

The topics covered in this year’s edition of Mexico Oil & Gas Review are those that have mattered 

most in the Mexican oil and gas industry over the last twelve months. Our careful curation process 

means that only the most interesting and insightful topics have made it into this year’s book, the 

length of which reflects our desire to go deep into issues that a�ect the industry.
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Throughout almost a decade of production decline, Pemex has started shaking o� the 

complacency that developed in the years of Mexico’s easy oil, and is gradually overcoming 

internal and external challenges that hinder its ability to evolve into the company that it always 

aspired to be: competitive, innovative, productive, sustainable, and focused on value creation. 

Mexico’s 1P oil reserves only promise 10 years of production at current rates, and 3P reserves 

extend this to only 30 years. With production dropping from 3.382 million bbl/day in 2004 to 

2.550 million bbl/day in 2011, Pemex is aware of the hurdles ahead. It must ramp up exploration 

activities to add hydrocarbons to its existing reserve base, whilst simultaneously tapping those 

reserves to reach its stated 3 million bbl/day target over the next five years. In this chapter, we 

explore Pemex’s achievements in 2011, its strategy for reaching its goals, present the perspectives 

of the other key stakeholders, and look at what this means for the current state of the Mexican 

oil and gas industry. 
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THE YEAR IN REVIEW

2011 marked a transition period for Pemex as it awarded the 

first incentive-based integrated service contracts, initiated 

the internal restructuring of its exploration and production 

division, reached its 2012 reserves replacement target 

one year early, intensified its focus on the exploration 

and development of country’s deepwater and shale gas 

resources, and positioned its legacy project Cantarell for 

production growth in 2012 after years of decline. Hopefully, 

decisions taken in 2011 have set the company, and the 

industry as a whole, on track for a successful 2012.

CONTRACTING

Last year was the beginning of a new contracting era for 

Pemex. For the first time in its history, the national oil 

company awarded and signed incentive-based integrated 

service contracts to private companies, made possible 

under the 2008 Energy Reform. This change to give more 

operating power to private companies marked a significant 

shift for the shape of the oil and gas industry in Mexico, and 

proved controversial among the Mexican public. In 2011, 

British company Petrofac and international service provider 

Dowell Schlumberger signed the first three incentive-based 

contracts, which will last for 25 years. Two onshore fields in 

the southern state of Tabasco, Magallanes and Sanctuario, 

were awarded to Petrofac while the Carrizo field went 

to Dowell Schlumberger. Both companies will receive a 

fixed fee per barrel produced: Petrofac US$ 5.01/bbl and 

Schlumberger US$9.40/bbl. Pemex has scheduled a second 

contracting round for 2012, including both onshore and 

o�shore fields in the northern region. The number of fields 

on o�er in the second round increased from three to six, 

and the total area on o�er increased from 199.8km2 to 

6691km2, according to Pemex figures.

EXPLORATION AND PRODUCTION

The highlight of the year for Pemex was undoubtedly the 

fact that the company achieved its aim of increasing its 

1P reserve replacement rate above 100%, a target that 

was set for 2012, achieving a 101.1% replacement rate 

one year ahead of schedule. This was achieved both by 

targeting new regions and increasing reserves at existing 

production locations. The impressive figure was mainly 

achieved through revisions and delineations of existing 

reserves, which yielded 1.22 billion Boe in reserves, with 

new discoveries only accounting for 153 million Boe.

Overall, Pemex’s 2011 crude oil production changed very 

little from 2010, declining to an average of 2.550 million 

bbl/day from 2010’s figure of 2.576 million bbl/day.  

Ku-Maloob-Zaap continued to be Pemex’s largest 

producing field throughout 2011, accounting for 33% 

of 2011 production at an average of 841,818 bbl/day, 

according to CNH production figures. The geologically 

complex Chicontepec field improved its oil production 

level to 63,900 bbl/day in December 2011 from 44,700 

bbl/day in January. The company’s new strategy regarding 

this field – setting up field labs to better understand the 

geology and improve drilling performance - is starting to 

bear fruit. Pemex’s goal is to obtain between 550,000 bbl/

day to 600,000 bbl/day from Chicontepec by 2021, which 

would mark a tenfold increase from current levels. Pemex 

also saw success at Cantarell, slowing the decline of the 

field to such an extent that the NOC hopes to increase 

production in 2012 to around 480,000 bbl/day from its 

2011 production average of 449,000 bbl/day.

In 2011, Pemex’s gas production declined to 5,913 Bcf/

day from 6,337 Bcf/day in 2010. However, gas utilization 

rates went up as the NOC curbed its flaring activities. An 

average of 4.2% of gas was flared in 2011, with the rate 

decreasing rapidly as the year went on. In Q4 2011, Pemex 

only flared 3% of its gas production, setting an impressive 

precedent as the company moved into 2012.

In September, Pemex announced that it had approved 

the structural reorganization of the Exploration and 

Production subsidiary (PEP), which attempted to move 

from a project-based organizational structure to one based 

around processes, creating new exploration, development 

and production units that would be responsible for these 

processes across every Pemex project. 

DEEPWATER

Pemex spent an unprecedented 14.976 billion pesos 

(US$1.18 billion) on deepwater activities in 2011, including 

the starting of drilling activities at five deepwater wells, 

the completion of one well at Piklis, and a major push to 

gather seismic data on the NOC’s prospective deepwater 

resources. The deepwater discovery of 2011 at Piklis-1 

was found at a total drilled depth of 5,431m, in a water 

depth of 1,928m, and showed condensed gas. In 2012, 

Pemex will use the seismic data collected in 2011 in order 

to drill five deepwater wells, as well as completing the 

four wells from 2011 that were still being drilled at the 

beginning of the year. Pemex’s deepwater plans were 

further advanced by the signing of the Transboundary 

Hydrocarbons Agreement in February 2012 between the 

US and Mexico, defining policy over shared hydrocarbon 

fields in deepwater and developing a joint safety strategy 

between the two countries for deepwater operations.

SHALE GAS

The NOC’s first production of shale gas in 2011 was a 

milestone in Pemex’s history. The EIA estimates Mexico 

to have 681 Tcf of technically recoverable shale gas 

resources, significantly more than Canada or Australia. 

Pemex itself has more conservative estimates of its shale 

gas resources: between 150 and 459 Tcf. The Emergente-1 

shale gas discovery well in Coahuila, a state in northeast 

Mexico, represents the first step in Pemex’s strategy to 

evaluate Mexico’s shale gas potential, which the company 

believes to be located in five geological provinces. If shale 

gas production is successful in the long-term, Mexico may 

be able to transition from net gas importer to exporter, 

according to the Mexican Energy Ministry. Even if shale 

gas production is not large enough for export, there is 

still the potential to develop domestic consumption of 

gas. However, there are still challenges ahead in terms of 

exploration, technology and regulations. It still remains to 

be seen whether it will be Pemex or private contractors 

that develop Mexico’s shale gas resources, but the current 

legislation says that it will only be Pemex that has the right 

to exploit shale gas in the country. 

FINANCE

Pemex increased its positive commercial balance in 

crude oil by 28% last year, recording a trade surplus of  

US$24.9 billion. However, due to its usual heavy tax 

burden and depreciation of the peso against the dollar, 

the NOC’s 2011 results showed a net loss of roughly  

MX$91.5 billion (US$7.2 billion); that compares to a net  

loss of US$3.5 billion in 2010. 

POLITICS

An important change for the Mexican oil and gas 

industry in general was the appointment of a new 

Energy Minister by President Felipe Calderón. Jordy 

Herrera Flores started as Energy Minister in September 

2011 after having served as director of Pemex Gas and 

Basic Petrochemicals (PGPC). Former Energy Minister 

José Antonio Meade Kuribeña became Finance and 

Public Credit Minister. 

SAFETY AND ENVIRONMENT

The year 2011 was record breaking for Pemex in terms 

of safety, with the company achieving its best safety 

performance with 0.39 injuries per million man-hours 

worked with risk-exposure. The year was also marked by 

tropical Storm Nate, in which four oil workers from the 

company Geokinetics died after evacuating a rig in the 

Gulf of Mexico. 

Pemex announced in 2011 that it had met the goals 

that the CNH put forward in terms of gas flaring, which 

included a 96.5% gas utilization rate at Cantarell. 

In terms of fuel theft, which continually plagues Pemex, 

last year seems to have been particularly disastrous: 

the NOC estimated that the volume stolen was almost 

3 million bbl as of November 2011, which represents a 

52% increase compared to the previous year.  The most 

a�ected states were Sinaloa, Veracruz and Tamaulipas, 

all of which are also ridden with violence associated with 

Mexico’s ongoing drug cartel problem.

“WE HAD AN EXTREMELY GOOD YEAR THIS YEAR, BUT THIS ONLY SERVES TO 

TEACH US THAT THE OIL INDUSTRY IS NOT A SHORT TERM GAME”  
- Carlos Morales Gil, Director General of Pemex Exploration and Production

o�shore

heavy extra-lightlight

onshore

2010 1Q11 2Q11 3Q11 4Q11 2011

2,572 2,5582,576

56%

31%

13%

56%

31%

13%

2,550

25%

75%

2,525

55%

31%

14%

2,547

55%

32%

13%

MEXICO’S 2011 CRUDE OIL PRODUCTION

2011 HIGHLIGHTS

 

 March 2012

 

 43% to 63,900 bbl/day between January  

 and December 2011

 awarded 

 man-hours worked with risk-exposure

Source: Pemex

C-0018, Mexico Oil & Gas Review (2012)



54

THE YEAR IN REVIEW

2011 marked a transition period for Pemex as it awarded the 

first incentive-based integrated service contracts, initiated 

the internal restructuring of its exploration and production 

division, reached its 2012 reserves replacement target 

one year early, intensified its focus on the exploration 

and development of country’s deepwater and shale gas 

resources, and positioned its legacy project Cantarell for 

production growth in 2012 after years of decline. Hopefully, 

decisions taken in 2011 have set the company, and the 

industry as a whole, on track for a successful 2012.

CONTRACTING

Last year was the beginning of a new contracting era for 

Pemex. For the first time in its history, the national oil 

company awarded and signed incentive-based integrated 

service contracts to private companies, made possible 

under the 2008 Energy Reform. This change to give more 

operating power to private companies marked a significant 

shift for the shape of the oil and gas industry in Mexico, and 

proved controversial among the Mexican public. In 2011, 

British company Petrofac and international service provider 

Dowell Schlumberger signed the first three incentive-based 

contracts, which will last for 25 years. Two onshore fields in 

the southern state of Tabasco, Magallanes and Sanctuario, 

were awarded to Petrofac while the Carrizo field went 

to Dowell Schlumberger. Both companies will receive a 

fixed fee per barrel produced: Petrofac US$ 5.01/bbl and 

Schlumberger US$9.40/bbl. Pemex has scheduled a second 

contracting round for 2012, including both onshore and 

o�shore fields in the northern region. The number of fields 

on o�er in the second round increased from three to six, 

and the total area on o�er increased from 199.8km2 to 

6691km2, according to Pemex figures.

EXPLORATION AND PRODUCTION

The highlight of the year for Pemex was undoubtedly the 

fact that the company achieved its aim of increasing its 

1P reserve replacement rate above 100%, a target that 

was set for 2012, achieving a 101.1% replacement rate 

one year ahead of schedule. This was achieved both by 

targeting new regions and increasing reserves at existing 

production locations. The impressive figure was mainly 

achieved through revisions and delineations of existing 

reserves, which yielded 1.22 billion Boe in reserves, with 

new discoveries only accounting for 153 million Boe.

Overall, Pemex’s 2011 crude oil production changed very 

little from 2010, declining to an average of 2.550 million 

bbl/day from 2010’s figure of 2.576 million bbl/day.  

Ku-Maloob-Zaap continued to be Pemex’s largest 

producing field throughout 2011, accounting for 33% 

of 2011 production at an average of 841,818 bbl/day, 

according to CNH production figures. The geologically 

complex Chicontepec field improved its oil production 

level to 63,900 bbl/day in December 2011 from 44,700 

bbl/day in January. The company’s new strategy regarding 

this field – setting up field labs to better understand the 

geology and improve drilling performance - is starting to 

bear fruit. Pemex’s goal is to obtain between 550,000 bbl/

day to 600,000 bbl/day from Chicontepec by 2021, which 

would mark a tenfold increase from current levels. Pemex 

also saw success at Cantarell, slowing the decline of the 

field to such an extent that the NOC hopes to increase 

production in 2012 to around 480,000 bbl/day from its 

2011 production average of 449,000 bbl/day.

In 2011, Pemex’s gas production declined to 5,913 Bcf/

day from 6,337 Bcf/day in 2010. However, gas utilization 

rates went up as the NOC curbed its flaring activities. An 

average of 4.2% of gas was flared in 2011, with the rate 

decreasing rapidly as the year went on. In Q4 2011, Pemex 

only flared 3% of its gas production, setting an impressive 

precedent as the company moved into 2012.

In September, Pemex announced that it had approved 

the structural reorganization of the Exploration and 

Production subsidiary (PEP), which attempted to move 

from a project-based organizational structure to one based 

around processes, creating new exploration, development 

and production units that would be responsible for these 

processes across every Pemex project. 

DEEPWATER

Pemex spent an unprecedented 14.976 billion pesos 

(US$1.18 billion) on deepwater activities in 2011, including 

the starting of drilling activities at five deepwater wells, 

the completion of one well at Piklis, and a major push to 

gather seismic data on the NOC’s prospective deepwater 

resources. The deepwater discovery of 2011 at Piklis-1 

was found at a total drilled depth of 5,431m, in a water 

depth of 1,928m, and showed condensed gas. In 2012, 

Pemex will use the seismic data collected in 2011 in order 

to drill five deepwater wells, as well as completing the 

four wells from 2011 that were still being drilled at the 

beginning of the year. Pemex’s deepwater plans were 

further advanced by the signing of the Transboundary 

Hydrocarbons Agreement in February 2012 between the 

US and Mexico, defining policy over shared hydrocarbon 

fields in deepwater and developing a joint safety strategy 

between the two countries for deepwater operations.

SHALE GAS

The NOC’s first production of shale gas in 2011 was a 

milestone in Pemex’s history. The EIA estimates Mexico 

to have 681 Tcf of technically recoverable shale gas 

resources, significantly more than Canada or Australia. 

Pemex itself has more conservative estimates of its shale 

gas resources: between 150 and 459 Tcf. The Emergente-1 

shale gas discovery well in Coahuila, a state in northeast 

Mexico, represents the first step in Pemex’s strategy to 

evaluate Mexico’s shale gas potential, which the company 

believes to be located in five geological provinces. If shale 

gas production is successful in the long-term, Mexico may 

be able to transition from net gas importer to exporter, 

according to the Mexican Energy Ministry. Even if shale 

gas production is not large enough for export, there is 

still the potential to develop domestic consumption of 

gas. However, there are still challenges ahead in terms of 

exploration, technology and regulations. It still remains to 

be seen whether it will be Pemex or private contractors 

that develop Mexico’s shale gas resources, but the current 

legislation says that it will only be Pemex that has the right 

to exploit shale gas in the country. 

FINANCE

Pemex increased its positive commercial balance in 

crude oil by 28% last year, recording a trade surplus of  

US$24.9 billion. However, due to its usual heavy tax 

burden and depreciation of the peso against the dollar, 

the NOC’s 2011 results showed a net loss of roughly  

MX$91.5 billion (US$7.2 billion); that compares to a net  

loss of US$3.5 billion in 2010. 

POLITICS

An important change for the Mexican oil and gas 

industry in general was the appointment of a new 

Energy Minister by President Felipe Calderón. Jordy 

Herrera Flores started as Energy Minister in September 

2011 after having served as director of Pemex Gas and 

Basic Petrochemicals (PGPC). Former Energy Minister 

José Antonio Meade Kuribeña became Finance and 

Public Credit Minister. 

SAFETY AND ENVIRONMENT

The year 2011 was record breaking for Pemex in terms 

of safety, with the company achieving its best safety 

performance with 0.39 injuries per million man-hours 

worked with risk-exposure. The year was also marked by 

tropical Storm Nate, in which four oil workers from the 

company Geokinetics died after evacuating a rig in the 

Gulf of Mexico. 

Pemex announced in 2011 that it had met the goals 

that the CNH put forward in terms of gas flaring, which 

included a 96.5% gas utilization rate at Cantarell. 

In terms of fuel theft, which continually plagues Pemex, 

last year seems to have been particularly disastrous: 

the NOC estimated that the volume stolen was almost 

3 million bbl as of November 2011, which represents a 

52% increase compared to the previous year.  The most 

a�ected states were Sinaloa, Veracruz and Tamaulipas, 

all of which are also ridden with violence associated with 

Mexico’s ongoing drug cartel problem.

“WE HAD AN EXTREMELY GOOD YEAR THIS YEAR, BUT THIS ONLY SERVES TO 

TEACH US THAT THE OIL INDUSTRY IS NOT A SHORT TERM GAME”  
- Carlos Morales Gil, Director General of Pemex Exploration and Production

o�shore

heavy extra-lightlight

onshore

2010 1Q11 2Q11 3Q11 4Q11 2011

2,572 2,5582,576

56%

31%

13%

56%

31%

13%

2,550

25%

75%

2,525

55%

31%

14%

2,547

55%

32%

13%

MEXICO’S 2011 CRUDE OIL PRODUCTION

2011 HIGHLIGHTS

 

 March 2012

 

 43% to 63,900 bbl/day between January  

 and December 2011

 awarded 

 man-hours worked with risk-exposure

Source: Pemex

C-0018, Mexico Oil & Gas Review (2012)



| VIEW FROM THE TOP

ON A MISSION TO 
BRING CHANGE TO 
THE FORTUNES OF 
PEMEX
JUAN JOSÉ SUÁREZ COPPEL
CEO of Pemex

operator, all you need are best practices for operating, 

and a clear mandate from the government on what your 

aims should be. The best case studies for the rest should 

come from the private sector, such as having a board that 

delivers, and has chemistry that makes it more valuable 

than the sum of its parts. 

Q: One major but often overlooked recent achievement 

has been the restructuring of Pemex E&P towards 

processes rather than projects. Why did it take so 

long for PEP to align its organizational structure with 

international best practices?

A: Although Pemex generally achieves its objectives, 

what has always been hard is getting things done. Making 

changes is always a long process because of the heavy 

controls on procedure, and the amount of government 

approval that is required. Pemex E&P has actually been 

working on its restructuring for close to five years, 

which is part of a general push on the part of Pemex to 

move to a more process-based organizational structure. 

As a result of the 2008 Energy Reform, Pemex started 

moving towards a more unified corporate service model, 

where finance reports to finance, HR reports to HR, 

and IT reports to IT. We realize we have been relatively 

slow to adopt these international best practices, but the 

slow implementation has been a result of government 

insistence on being intimately involved in all aspects of 

the business. 

This situation has not just led to change at Pemex 

happening slowly; it has also meant that we have planned 

badly as a result of misguided priorities. Take reserve 

replacement as an example: it was never a priority for 

Pemex to replace its production. Pemex was not driven 

by value creation for many years. Finally, we achieved a 

reserve replacement this year of more than 100%. People 

must think that we finally cracked the secret of exploration 

in Mexico, but the simple truth is that we finally started to 

invest in exploration.

Pemex may look like its intentions are misguided, but 

what we are really trying to do is make the best of the 

hand that has been dealt to us by the government. We 

this year, despite the complexities faced by the water 

depth at that field, is a result of the promise we have seen 

after processing the seismic data.

One of the advantages of being late to the party is 

that you get the best technology from the beginning. 

This is one of the reasons why Pemex has such a high 

commercial success rate. Because we have invested 

in the required technology, we have a good idea of 

where we need to go. As a result, we have been drilling 

more in the area off Catemaco and Veracruz, where 

we had our first deepwater finds. Our other discovery 

has been heavy crude, a continuation from Ku-Maloob-

Zaap. We are also getting ready to develop Lakach and 

the other fields around it, as they have potential to  

produce liquids. 

Q: One of your major roles over the last few years has 

been aligning the organization and corporate governance 

structure of Pemex with the 2008 Energy Reform. What 

do you believe would be the ideal allocation of executive, 

regulatory, budgetary and monitoring roles?

A: Currently there are too many cooks in the kitchen of 

Pemex for it to be run e�ectively as a company. Each 

of these cooks is following their own recipe, and there 

is no accountability. What every company needs to do 

is choose one cook, agree on the menu, agree on the 

budget for that menu, and then see how successful it is. If 

no one is coming to your restaurant after two weeks, then 

you need to hire a new cook. At Pemex, we need to move 

from a procedure-based system of control and make it 

simple: present a business plan and a budget, and then 

bring in results. 

Q: Did the introduction of professional board members 

and the creation of the CNH live up to expectations?

A: My understanding is that the model chosen for the 

CNH is based on the Norwegian and Brazilian models 

of regulation. The circumstances in these countries are 

totally di�erent to the Mexican situation, and I would 

argue that a better model to follow would have been 

Saudi Arabia, which does not have a regulator in the 

same way that we have the CNH. There, a body decides 

on the oil platform that Saudi Aramco has to deliver, 

which has to be deliverable within three months. After 

the platform is determined, Saudi Aramco determines 

how much budget it will need to complete it, and then 

carries out its plan. In Saudi Arabia, the operator is left 

alone to work. 

I believe that the problem with the CNH as it currently 

stands is that its mandate is not clear enough: no one 

is sure whether they should be deciding policy, and if 

they should then whether they should be doing it on a 

technical level, or field by field. 

The OECD has recommendations for running state-

owned enterprises, which state the critical importance 

of separating the government from the operator and 

the regulator, like the points of a triangle. To be a good 

are trying our best to do what we can with the potential 

that we have.

Q: In 2011, Pemex awarded its first integrated service 

contracts. With this new contracting model, what type 

of company are you trying to attract in terms of size, 

experience, technology and financial strength?

A: Pemex is in charge of a very important resource, and all 

of our strategies are dedicated to finding ways to generate 

the most value from that resource. We di�er from IOCs 

like ExxonMobil and Shell because these companies look 

at their capabilities and then choose where in the world 

they want to operate. Pemex’s situation is the opposite: 

we have a map of our resources, and we have to find the 

capabilities to exploit what we have. The gaps between 

the industry in general and Pemex will show us what 

needs to be done at each field, whether it is gaining 

technology and experience to exploit immediately, or 

building our execution capabilities in order to exploit in 

the future.

We have a number of different contracts available to 

us in order to achieve our aims. The first is contracting 

for certain activities, such as drilling or well completion. 

We can also contract field laboratories, which is where 

we bring in a partner to work with us on a given block 

and try out new ideas over a two to four year period. 

With this method, we are systematically trying out new 

technologies. The third type of contract is the integrated 

service contract, through which we pay our partners a 

percentage of cost recovery plus a fee per barrel. These 

contracts were designed for field development, but 

with the right changes can equally be used for higher 

risk projects. 

The implementation of these contracts varies according 

to our needs. At Chicontepec for example, we first 

implemented field laboratories. As a result, today we are 

comfortable with our understanding of the subsoil, which 

technologies and techniques work and which do not, 

and the cost structure. Now, we are ready to grow our 

operations at Chicontepec, and intend to do this through 

integrated service contracts.

Q: What is the rationale behind Pemex’s deepwater 

exploration strategy for 2012? 

A: Pemex has been investing in deepwater since 2003, 

and since that time we have developed our understanding 

of the regions through techniques such as seismic 

surveys and exploratory drilling. Today, we understand 

our portfolio of deepwater locations in terms of ranking 

and success rate, and as a result know where we should 

be exploring. One of the reasons we are going to Perdido 

76

Q: How feasible will it be to use ISCs to contract 

companies for high-risk E&P projects in deepwater, and 

what are the opportunities to increase the attractiveness 

of the contracts for IOCs?

A: We feel that there is enough flexibility in the contracts 

to make them interesting, even in high-risk exploration 

projects. Something that we intend to fix soon in the 

ISCs is the clause that requires us to pay contractors 

from available income after tax, and move to paying 

contractors at the point of production. By removing 

some of these unnecessarily bureaucratic elements, we 

hope to change the economics and risk of the contracts.

Another aspect we hope to change is to find a way to 

share some of the exploration risk with companies that 

want to work with us in deepwater. One idea we have for 

this is compensating for exploration costs at the moment 

a project is declared commercial. We are also looking 

into scaling bids up or down according to the size of the 

discovery made. 

Q: One presidential candidate has talked about Petrobras 

being a good example for Pemex to follow. Which parts 
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GLOSSARY OF TERMS

Having a national oil company has its advantages, and 

explains why almost every oil producing country in the 

world has decided to stick with the model: it gives the 

country knowledge and flexibility. When the oil industry 

in Mexico was first nationalized, it was done because 

Mexico was becoming a decreasingly attractive country 

to produce in, in comparison to countries like Venezuela. 

To depend on the whims of international operators is a 

dangerous game, and an NOC can mitigate this risk.  I do 

not mean to imply that national oil companies are the only 

way to run an industry, but as Pemex we would like to run 

things so e�ciently that liberalizing the industry fades as 

a critical decision. 

Q: What are the objectives of potential upstream 

investment by Pemex in other countries?

A: One of the biggest questions surrounding the Mexican 

oil and gas industry today is whether things would move 

faster if international companies were able to come to 

Mexico. Why not reverse this logic? There is no reason why 

Pemex should be able to work in other countries in order to 

speed up the learning process. There is a political decision 

behind the fact that Pemex is the only operator in Mexico. 

Given our mandate, we have to be sure to develop the skills 

we need to fully exploit the resources on our geological 

map. The logic follows, why not go outside to achieve this 

instead of butting our heads against the political system? 

We are currently looking at opportunities in the US Gulf 

of Mexico, and as soon as we are ready, we are certain we 

will go there. We are also interested in looking at shale 

gas and tight oil opportunities in the US. Perhaps Pemex 

is not moving as fast as it could be, but it is not because 

we like it this way. Rather, it is because of the way the rules  

are written.
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of the Brazilian model have the greatest potential to 

be applied to Mexico, and where does the comparison  

fall short?

A: Sometimes, the thing that is forgotten about Petrobras 

is that since it was established in 1953, it never faced the 

type of budgetary or taxation restrictions that Pemex 

did. People that worked in Petrobras were not public 

servants. These factors restricted the way we could run 

the company, and procure equipment and services. If 

we were to move Pemex to the Petrobras model, there 

would be a huge payout. However, now that the Brazilian 

government has realized the tax revenues that could 

come from the oil and gas industry, things are actually 

starting to look more like the Mexican model year by 

year. We joke with Petrobras that they were lucky not to 

have oil – now they do, just wait and see what happens 

with the government.

It is important to separate the idea of having an e�ective 

NOC and having an open industry, with production  

sharing schemes in place. The latter would involve  

changing the Constitution. Once we agree on the 

importance of having a strong NOC, we can discuss 

opening the sector to competition.

Q: How desirable is increased private sector participation 

in the sector for Pemex?

A: The only request we would have before opening the 

sector is to ensure that we would be playing on a level 

field. We need the ability to get the resources we need. 

At Saudi Aramco, for example, the vision is that they 

continue to be the company of choice for extracting 

Saudi Arabia’s resources. Our vision is that liberalization 

should not be a critical decision for Mexico to make. 
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PEMEX CORPORATE GOVERNANCE
two years before the nomination. The four professional 

board members have voting rights within the Board 

of Directors and any important decisions of the board 

need the approval of at least three of the independent 

members. They also chair the seven strategic committees 

that serve the Board of Directors, like the strategy and 

investment, procurement, transparency and accountability 

committees. Some committees have to include at 

least three professional board members, such as the 

environment and sustainability committee as well as the 

audit and performance evaluation committee. The goal of 

introducing independent board members was to increase 

the transparency in the NOC’s decision-making.

Rogelio Gasca Neri, one of the four independent members 

of the Pemex board, does not believe that the changes 

in corporate governance have made a vast amount 

of di�erence since their implementation. “I have not 

contributed to a significant decision since joining the 

board in 2009,” he says. “Most of the important decisions 

are discussed at a governmental level, and then ratified 

by the committees. As independent board members we 

are on the margins of the debate, letting our opinions be 

heard, but not necessarily being listened to.” 

Pemex is state-owned, and therefore the Mexican 

government is able to choose who will hold crucial 

positions in Pemex’s management team, as well as in 

the Board of Directors. Pemex’s CEO is appointed by the 

Mexican President, while the country’s Energy Minister, 

currently Jordy Herrera Flores, sits in permanence 

as Chairman of Pemex’s Board of Directors. Mexico’s 

Finance Minister is also a member of the Pemex board. 

In addition to the six government representatives, five 

board members represent the Pemex labour union. As 

for other executive management positions, not only does 

the Mexican President appoint Pemex’s CEO - he also 

chooses the heads of the four Pemex subsidiaries.

The individuals in the four recently created positions 

of independent, professional members of the Board of 

Directors are nominated by the Mexican President to the 

Senate, which has to review and approve the proposed 

candidates. The requirements for becoming a professional 

board member are to be Mexican by birth, to have a 

professional degree in an energy industry-related area 

and have excelled in his or her profession.  Professional 

board members also cannot have had any professional, 

work or business relationship with Pemex during the 
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HIGHLIGHTS OF PEMEX’S 
STRATEGIC PLAN 2010-2024
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PEMEX EXPLORATION & PRODUCTION CAPEX OUTLOOK

10 11

A key moment in Pemex’s history came in 2004. The Cantarell field, which began production in 1979, had helped Pemex 

become one of the world’s largest oil producers and generated almost half a trillion USD in revenue for the state oil company. 

However, 2004 was the year that Cantarell’s production peaked at 2.14 million bbl/day, at which point it constituted 63% of 

Mexico’s total crude production. Production at Cantarell has since declined rapidly to a production volume of only 449,000 

bbl/day in 2011, equal to 18% of Mexico’s crude production. Such a steep decline made it clear that Pemex would have to 

plot a new trajectory if Mexico wished to remain a net oil exporter and its national oil company a significant player in the 

international oil and gas industry in the years to come.

It was under these conditions that in 2010, the CEO of Pemex, Juan José Suárez Coppel, presented the new strategic plan for 

Pemex. This plan was devised to take the company through to 2024 and address the key challenges that Pemex must overcome 

given current circumstances. Suárez Coppel identified Pemex’s upstream challenges in 2010 as the following: first, Pemex had 

seen a steep decline of oil reserves and limited exploratory success in recent years. Second, crude that was being produced 

was mainly coming from mature fields. Third, the costs and complexity of upstream projects was on the rise. Finally, Pemex 

lacked the technological expertise and access to international production methods to address some of these issues. Pemex put 

in place an upstream strategy to initiate a drive to increase its hydrocarbon reserves in order to ensure the company’s long-

term sustainability. He furthermore aimed for Pemex to reverse the negative production trend and return to positive annual 

production growth as a means to satisfy the demands of the Mexican market and the country’s Finance Ministry.

INCREASING RESERVES

As of January 2011, according to Pemex figures, the company’s proved reserves stood at 13.79 billion barrels of oil equivalent 

(Boe), 61% of which are located o�shore. Pemex estimates that current 1P reserves have a life of 10 years while the estimated 

life for 3P reserves is 31.1 years. With major producing fields such as Cantarell and Ku-Maloob-Zaap facing an inevitable 

decline in the medium term, Pemex is understandably keen to address its reserve replacement ratio, which stood at only 23% 

in 2004. The company achieved a 1P reserves replacement rate of 101.1% in 2011, which the company intends to keep above 

100% in the foreseeable future.

In order to maintain its reserve replacement rate on a plateau until 2024, Pemex will first aim to increase the level of proven 

reserves at existing fields such as Ku-Maloob-Zaap and Chicontepec; in addition, evaluation of the potential of Pemex’s 

deepwater assets in the Gulf of Mexico will be accelerated; 3P reserves will be developed until they are of 1P standard, and 

finally, non-associated gas areas will be explored, which were previously not considered to be of strategic importance.

INCREASING PRODUCTION

The drive to increase Pemex’s production level only adds pressure to the company’s plans to improve its reserve replacement 

ratio. Since the 2004 decline, Pemex’s annual crude production has dropped from an estimated 3.38 million bbl/day to 2.55 

million bbl/day in 2011. Pemex aims to increase this figure to 3 million bbl/day by 2016.

When Cantarell began its decline, Pemex’s immediate strategy was twofold: first, to slow the rate of decline at Mexico’s 

largest oilfield, and second to find producing fields that could gradually replace Cantarell. To some extent, attempts to 

stabilize Cantarell have been successful. After an initial 38% drop-o� in productivity a series of measures such as nitrogen 

injection, major workovers and the drilling of new wells slowed the decline to 22.6% in 2010 and to 19.5% in 2011. In 2012, 

Pemex expects Cantarell’s production to rise from 449,000 bbl/day to 480,000 bbl/day, underlining that this mature field 

plays an important role in reversing Mexico’s production decline. 

However, it is clear that in order to keep production in check with Pemex’s strategic objectives, production from other 

fields still needs to be increased. Since 2004, Pemex has been pinning its hopes on two major fields: Ku-Maloob-Zaap 

(KMZ), which sits adjacent to Cantarell in the Gulf of Mexico, and the onshore Chicontepec Basin. Increasingly, though, it 

seems as if geological challenges in Chicontepec, and the fact that KMZ already reached its planned production plateau of  

850,000-860,000 bbl/day, will prevent these fields from providing the easy solution that Pemex had been hoping for.

In 2009, KMZ replaced Cantarell as Pemex’s biggest contributor to its annual crude production. While production increased 

from 301,000 bbl/day in 2004 to 852,000 bbl/day in December 2011, Pemex still faces problems at KMZ. First, the oil it is 

producing at KMZ is over twice as heavy as that found at Cantarell, which was already classified as heavy crude. Within 

the KMZ asset, from 2010 to 2011, Ku’s oil production has declined, Maloob’s production has increased 10.3% and Zaap’s 

production has increased slightly by 2.1%.

Chicontepec accounts for 56% of Pemex’s possible reserves. Another 7% are located in other various onshore projects, and 

37% are located in the o�shore regions. Mexico’s total estimated 3P reserves were 43.07 billion Boe. The Chicontepec onshore 

basin is extremely large, over 6,200km2 of challenging terrain, which poses the first hurdle for Pemex: the extensive logistical 

and infrastructural development necessary to optimize production at Chicontepec. The region also has extremely low 

permeability, as sand distribution in the basin restricts oil flow. Additionally, the oil that Pemex is producing at Chicontepec is 

classified as heavy crude, which poses both upstream and downstream challenges.

DEEPWATER

Deepwater exploration and production is Pemex’s final challenge and opportunity. The company says that as many as  

29.5 billion barrels of prospective resources are located in deepwater locations in the Gulf of Mexico. Pemex simply does not 

have the operating experience at these depths: a problem faced by many NOCs in similar situations. Nevertheless, Pemex 

already ranks among the world’s most active players in deepwater exploration, and last year only Petrobras drilled more 

deepwater wells than Mexico’s national oil company. Until the Energy Reform of 2008, bringing in IOCs and international 

operators was not permitted in Mexico. However, things do seem to be moving forward in the NOC’s strategic plan: Pemex 

has now scheduled a round of integrated service contracts focused on deepwater areas for the end of 2012, the company 

has made significant advances in the discovery of natural gas in deepwater, and soon the development of Mexico’s first 

deepwater field, the Lakach natural gas field, will begin.

BROWNFIELD DEVELOPMENT

Brownfield development is another pillar of Pemex’s strategic plan to increase production. Many onshore fields discovered 

throughout the company’s operating history were less economically viable than Cantarell, and so for many years were simply 

left in the reserves book. This was often the case either because the technology required to overcome geological complexities, 

low permeability and low reservoir energy was outside the technological expertise of Pemex, or because the investments in 

other areas of Pemex’s reserves portfolio o�ered higher yields. Many of these brownfield developments lie in the Chicontepec 

basin, the Poza Rica-Altamira region, and the southern region. However, these challenging fields are now starting to be 

addressed by Pemex via a number of di�erent strategies, from the introduction of field labs at Chicontepec operated by 

some of the world’s largest oilfield service companies, to the introduction of integrated service contracts (ISCs). The second 

round of ISCs was announced at the end of 2011, following what was generally considered to be a successful first round, in 

which three mature onshore fields were awarded to two international oilfield service companies, Schlumberger and Petrofac.

Source: Pemex
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A key moment in Pemex’s history came in 2004. The Cantarell field, which began production in 1979, had helped Pemex 

become one of the world’s largest oil producers and generated almost half a trillion USD in revenue for the state oil company. 

However, 2004 was the year that Cantarell’s production peaked at 2.14 million bbl/day, at which point it constituted 63% of 

Mexico’s total crude production. Production at Cantarell has since declined rapidly to a production volume of only 449,000 

bbl/day in 2011, equal to 18% of Mexico’s crude production. Such a steep decline made it clear that Pemex would have to 

plot a new trajectory if Mexico wished to remain a net oil exporter and its national oil company a significant player in the 

international oil and gas industry in the years to come.

It was under these conditions that in 2010, the CEO of Pemex, Juan José Suárez Coppel, presented the new strategic plan for 

Pemex. This plan was devised to take the company through to 2024 and address the key challenges that Pemex must overcome 

given current circumstances. Suárez Coppel identified Pemex’s upstream challenges in 2010 as the following: first, Pemex had 

seen a steep decline of oil reserves and limited exploratory success in recent years. Second, crude that was being produced 

was mainly coming from mature fields. Third, the costs and complexity of upstream projects was on the rise. Finally, Pemex 

lacked the technological expertise and access to international production methods to address some of these issues. Pemex put 

in place an upstream strategy to initiate a drive to increase its hydrocarbon reserves in order to ensure the company’s long-

term sustainability. He furthermore aimed for Pemex to reverse the negative production trend and return to positive annual 

production growth as a means to satisfy the demands of the Mexican market and the country’s Finance Ministry.

INCREASING RESERVES

As of January 2011, according to Pemex figures, the company’s proved reserves stood at 13.79 billion barrels of oil equivalent 

(Boe), 61% of which are located o�shore. Pemex estimates that current 1P reserves have a life of 10 years while the estimated 

life for 3P reserves is 31.1 years. With major producing fields such as Cantarell and Ku-Maloob-Zaap facing an inevitable 

decline in the medium term, Pemex is understandably keen to address its reserve replacement ratio, which stood at only 23% 

in 2004. The company achieved a 1P reserves replacement rate of 101.1% in 2011, which the company intends to keep above 

100% in the foreseeable future.

In order to maintain its reserve replacement rate on a plateau until 2024, Pemex will first aim to increase the level of proven 

reserves at existing fields such as Ku-Maloob-Zaap and Chicontepec; in addition, evaluation of the potential of Pemex’s 

deepwater assets in the Gulf of Mexico will be accelerated; 3P reserves will be developed until they are of 1P standard, and 

finally, non-associated gas areas will be explored, which were previously not considered to be of strategic importance.

INCREASING PRODUCTION

The drive to increase Pemex’s production level only adds pressure to the company’s plans to improve its reserve replacement 

ratio. Since the 2004 decline, Pemex’s annual crude production has dropped from an estimated 3.38 million bbl/day to 2.55 

million bbl/day in 2011. Pemex aims to increase this figure to 3 million bbl/day by 2016.

When Cantarell began its decline, Pemex’s immediate strategy was twofold: first, to slow the rate of decline at Mexico’s 

largest oilfield, and second to find producing fields that could gradually replace Cantarell. To some extent, attempts to 

stabilize Cantarell have been successful. After an initial 38% drop-o� in productivity a series of measures such as nitrogen 

injection, major workovers and the drilling of new wells slowed the decline to 22.6% in 2010 and to 19.5% in 2011. In 2012, 

Pemex expects Cantarell’s production to rise from 449,000 bbl/day to 480,000 bbl/day, underlining that this mature field 

plays an important role in reversing Mexico’s production decline. 

However, it is clear that in order to keep production in check with Pemex’s strategic objectives, production from other 

fields still needs to be increased. Since 2004, Pemex has been pinning its hopes on two major fields: Ku-Maloob-Zaap 

(KMZ), which sits adjacent to Cantarell in the Gulf of Mexico, and the onshore Chicontepec Basin. Increasingly, though, it 

seems as if geological challenges in Chicontepec, and the fact that KMZ already reached its planned production plateau of  

850,000-860,000 bbl/day, will prevent these fields from providing the easy solution that Pemex had been hoping for.

In 2009, KMZ replaced Cantarell as Pemex’s biggest contributor to its annual crude production. While production increased 

from 301,000 bbl/day in 2004 to 852,000 bbl/day in December 2011, Pemex still faces problems at KMZ. First, the oil it is 

producing at KMZ is over twice as heavy as that found at Cantarell, which was already classified as heavy crude. Within 

the KMZ asset, from 2010 to 2011, Ku’s oil production has declined, Maloob’s production has increased 10.3% and Zaap’s 

production has increased slightly by 2.1%.

Chicontepec accounts for 56% of Pemex’s possible reserves. Another 7% are located in other various onshore projects, and 

37% are located in the o�shore regions. Mexico’s total estimated 3P reserves were 43.07 billion Boe. The Chicontepec onshore 

basin is extremely large, over 6,200km2 of challenging terrain, which poses the first hurdle for Pemex: the extensive logistical 

and infrastructural development necessary to optimize production at Chicontepec. The region also has extremely low 

permeability, as sand distribution in the basin restricts oil flow. Additionally, the oil that Pemex is producing at Chicontepec is 

classified as heavy crude, which poses both upstream and downstream challenges.

DEEPWATER

Deepwater exploration and production is Pemex’s final challenge and opportunity. The company says that as many as  

29.5 billion barrels of prospective resources are located in deepwater locations in the Gulf of Mexico. Pemex simply does not 

have the operating experience at these depths: a problem faced by many NOCs in similar situations. Nevertheless, Pemex 

already ranks among the world’s most active players in deepwater exploration, and last year only Petrobras drilled more 

deepwater wells than Mexico’s national oil company. Until the Energy Reform of 2008, bringing in IOCs and international 

operators was not permitted in Mexico. However, things do seem to be moving forward in the NOC’s strategic plan: Pemex 

has now scheduled a round of integrated service contracts focused on deepwater areas for the end of 2012, the company 

has made significant advances in the discovery of natural gas in deepwater, and soon the development of Mexico’s first 

deepwater field, the Lakach natural gas field, will begin.

BROWNFIELD DEVELOPMENT

Brownfield development is another pillar of Pemex’s strategic plan to increase production. Many onshore fields discovered 

throughout the company’s operating history were less economically viable than Cantarell, and so for many years were simply 

left in the reserves book. This was often the case either because the technology required to overcome geological complexities, 

low permeability and low reservoir energy was outside the technological expertise of Pemex, or because the investments in 

other areas of Pemex’s reserves portfolio o�ered higher yields. Many of these brownfield developments lie in the Chicontepec 

basin, the Poza Rica-Altamira region, and the southern region. However, these challenging fields are now starting to be 

addressed by Pemex via a number of di�erent strategies, from the introduction of field labs at Chicontepec operated by 

some of the world’s largest oilfield service companies, to the introduction of integrated service contracts (ISCs). The second 

round of ISCs was announced at the end of 2011, following what was generally considered to be a successful first round, in 

which three mature onshore fields were awarded to two international oilfield service companies, Schlumberger and Petrofac.

Source: Pemex
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of contracting for maintenance activities. Under PEP’s new 

organizational structure, this no longer happens,” Morales Gil 

says. “Contracting of maintenance, logistics and construction 

services is now handled by a separate entity. We feel that 

these o�ces should not have to spend time contracting 

service providers or discussing governance issues. This is 

something best dealt with on a national level.”

The re-focusing of the regional units requires specific 

skills for their specialized roles. “The profile of the regional 

o�ces will have to be more technically focused in the 

future as they change to becoming production regions,” 

says Morales Gil.

The Director General of PEP points out that his unit has 

been moving very fast in the reorganisation process. The 

change at the macro level of the Pemex subsidiary is already 

fully accomplished, and the reorganization work is now 

concentrated on the regional and local levels. PEP is due to 

completely finish its internal reshu�e by the end of March 

2012, according to Morales Gil. “It is a huge organisation 

that has to move to the new structure model: we are more 

than 50,000 people in PEP and we have relationships with 

more than 2,000 contractors and suppliers, and these also 

employ more than 50,000 people,” says Carlos Morales Gil. 

“It has been a well-organised process and has been well 

received by the vast majority.” 

In September 2011, Pemex Exploration & Production (PEP) 

announced the reorganization of its internal structure so 

as to optimize its organizational capability to address 

the challenges that lie ahead and reach performance 

objectives. The Pemex subsidiary’s reorganisation included 

the creation of two new entities dedicated to exploration 

and field development to increase the focus on new 

discoveries and field development.

“The aim of the PEP reorganisation is to bring the people 

in charge of the di�erent regions to focus on essential 

production issues. They should be focusing now on the 

assets they already have in place and the reserves that 

have already been discovered. Reservoir management is 

the key issue for the regional o�ces,“ says Carlos Morales 

Gil, Director General of PEP.

Rather than being handled by the regional o�ces like it was 

before, exploration activities are under the new structure 

centrally managed by one exclusive nationally-focused entity. 

The creation of a new unit dedicated to field development 

enables PEP to both benefit from the centralization of 

experience and expertise, and frees up capacity in the 

regional units to focus on reservoir management and 

production. Under the new organizational structure, 

contracting is also centralized. “Many of the regional o�ces, 

particularly those with an onshore focus, used to do a lot 

THE FOCUS OF PEMEX E&P

BUSINESS CASE FOR THE 
CENTRALIZATION OF EXPERTISE 
“While globally, many oil and gas companies have specialized areas of focus, such as mature fields, deepwater or shallow water, 

Pemex has specialized in shallow waters, but it also has the mandate to operate in a very wide array of areas. Pemex has to operate 

in natural gas fields in Burgos, complex onshore oil fields at Chicontepec, mature fields and now deepwater and shale gas. As a 

result, the structure of Pemex evolved a little di�erently from other oil companies, that have their own areas of specialization and 

can stick to them,” says Eduardo Camero Godínez, Director General of Exploration and Exploitation at Mexico’s Energy Ministry.  

“However, it is clear that this natural evolution of Pemex’s operating model is not as e�cient as others around the world. Because of 

the assets the company has to handle, complete centralization is not the best model for Pemex, as it has to continue to maintain a 

focus on many di�erent types of fields whilst moving to new ones.” Camero Godínez explains that another factor is that Pemex must 

continue to focus on its projects because of the budget restrictions placed on the company on an annual basis. If not all projects are 

considered individually, there is a chance that some will be left behind as the company allocates its resources.

“Pemex operates in a fairly unique budgetary and political environment,” says Camero Godínez, but he believes that the 

proposed changes would be a more rational way of operating for the company.  He argues that a centralization of knowledge 

is essential, as it will allow Pemex to consolidate all its experiences from across its diverse operations, and put them to 

e�ective use in tackling its biggest challenges in the years to come.

“Now, we have to let the process work itself out and see how it develops over the next few years. Pemex is at a significant 

crossroads as Cantarell and KMZ decline and the company moves into deepwater and shale gas, whilst at the same time 

adjusting to new integrated service contracts. However, we believe that the new structure of the company will give it a much 

better chance of overcoming these challenges,” Camero Godínez says.
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its own decisions, does its own planning and develops its 

own strategies without enough counterbalance from the 

corporate entity as a whole, or from the government.”

“The influence of PEP on Pemex’s decision-making process 

represented one of the factors that drove CNH’s creation in 

2008, as well as the attempt to accelerate the introduction 

of best corporate practices in Pemex,” says Zepeda Molina. 

“CNH aims to act as a counterbalance to the powerful 

force in the Mexican oil industry by applying checks and 

balances to projects and making sure that Pemex starts 

focusing more on e�ciency and value creation, rather than 

selecting projects based on their ability to contribute to 

production targets and potential impact on the country.”

Pemex is now starting to incorporate new international best 

practices into its decision-making and approval processes, 

but there is still inertia from the old ways, when a central board 

or investment committee never approved E&P projects; and 

instead, received approval within PEP and later from the 

Finance Ministry. This was changed by the Energy Reform of 

2008, which specified that Pemex’s corporate board had to 

approve all projects proposed by the E&P division.

However, these changes to corporate practices have not 

yet attained their full impact, because projects already in 

progress before implementation of the 2008 reform did 

not require retroactive board approval. Pemex’s board must 

now sign o� on any major changes to ongoing projects. 

While there is still inertia to the changes, Zepeda Molina 

believes that there is also movement in the right direction.

In terms of the PEP board, Zepeda Molina says that the 

2008 reform went a long way to creating a structure 

comparable to the boards of many other E&P companies 

around the world. PEP’s board is composed of Pemex’s 

CEO, four independent members, and representatives from 

the government. Still, Zepeda Molina highlights changes 

needed to achieve the aims of the CNH that include a 

faster approval process for both planned and ongoing  

E&P projects.

“Legally speaking, Pemex is not a company,” says Juan 

Carlos Zepeda Molina, President of the Comisión Nacional 

de Hidrocarburos (CNH), Mexico’s upstream regulator. 

“Pemex doesn’t have shares, shareholders or capital. It is a 

government entity, which has been driven by a short-term 

strategy. Even after the legal reform of 2008, it is still not clear 

what the legal mandate of Pemex is. Even though Congress 

introduced in Article 7 of the Pemex Law the mandate to 

create value, this mandate is among several objectives in the 

article. So, despite the intention, it is still not clear whether 

Pemex’s objective in practice is to create value. Based on 

Pemex’s results and current strategy, it would seem that 

short-term production goals are currently driving Pemex, 

rather than the long-term goal of creating value.”

The President of the CNH believes that Pemex is currently 

focusing too much on the implications of its strategy 

for Mexico as a whole, rather than simply focusing on 

the company. “Pemex should behave in an e�cient and 

competitive way like other NOCs do, and concentrate on 

maximizing value, because these objectives would go a 

long way to reducing costs and increasing e�ciency. And 

to counterbalance the objectives of the company there 

is the government, in this case the CNH and the Energy 

Ministry, who will focus on maximizing value for the 

government and the country.” 

Zepeda Molina insists that in order for Pemex to become 

more like a competitive private company, further legal 

changes are needed to clarify the position and mandate 

of the NOC. “Pemex should be as e�cient as the best oil 

companies in the world,” he says. “It should have objectives 

similar to those oil companies.”

When asked about the most influential decision-makers 

in Pemex, Zepeda Molina is quick to highlight Pemex 

Exploration & Production (PEP), one of the NOC’s four 

subsidiaries. “Around 85% of Pemex’s budget is spent on 

exploration and production, and almost all the company’s 

profits come from PEP. All the taxes and duties paid by 

Pemex to the government are from E&P activity. PEP takes 

COMPLEXITY OF NAVIGATING PEMEX

MAJOR FORCES IMPACTING PEMEX STRUCTURE DURING 2008-2011
2008: Energy Reform is passed by Congress; CNH is created as regulator to the oil and gas industry, and for the first time 

Pemex moves away from self-regulation; independent non-executive directors are placed onto the board of the company, 

and the board is given the authority to approve all exploration and production projects the NOC embarks on.

2009: Pemex Law defines the mandate of Pemex as creating maximum company value, moving away from its original 

mandate of producing oil for Mexico at the lowest possible price.

2011: Pemex announces that its E&P subsidiary, Pemex E&P, will be restructured, to move away from a project-based 

organizational structure to a process-based one. This means creating separate exploration, development and production 

divisions within the company, and the handover mechanisms to ensure best exploitation of reserves.

C-0018, Mexico Oil & Gas Review (2012)
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faster approval process for both planned and ongoing  

E&P projects.

“Legally speaking, Pemex is not a company,” says Juan 

Carlos Zepeda Molina, President of the Comisión Nacional 

de Hidrocarburos (CNH), Mexico’s upstream regulator. 

“Pemex doesn’t have shares, shareholders or capital. It is a 

government entity, which has been driven by a short-term 

strategy. Even after the legal reform of 2008, it is still not clear 

what the legal mandate of Pemex is. Even though Congress 

introduced in Article 7 of the Pemex Law the mandate to 

create value, this mandate is among several objectives in the 

article. So, despite the intention, it is still not clear whether 

Pemex’s objective in practice is to create value. Based on 

Pemex’s results and current strategy, it would seem that 

short-term production goals are currently driving Pemex, 

rather than the long-term goal of creating value.”

The President of the CNH believes that Pemex is currently 

focusing too much on the implications of its strategy 

for Mexico as a whole, rather than simply focusing on 

the company. “Pemex should behave in an e�cient and 

competitive way like other NOCs do, and concentrate on 

maximizing value, because these objectives would go a 

long way to reducing costs and increasing e�ciency. And 

to counterbalance the objectives of the company there 

is the government, in this case the CNH and the Energy 

Ministry, who will focus on maximizing value for the 

government and the country.” 

Zepeda Molina insists that in order for Pemex to become 

more like a competitive private company, further legal 

changes are needed to clarify the position and mandate 

of the NOC. “Pemex should be as e�cient as the best oil 

companies in the world,” he says. “It should have objectives 

similar to those oil companies.”

When asked about the most influential decision-makers 

in Pemex, Zepeda Molina is quick to highlight Pemex 

Exploration & Production (PEP), one of the NOC’s four 

subsidiaries. “Around 85% of Pemex’s budget is spent on 

exploration and production, and almost all the company’s 

profits come from PEP. All the taxes and duties paid by 

Pemex to the government are from E&P activity. PEP takes 

COMPLEXITY OF NAVIGATING PEMEX

MAJOR FORCES IMPACTING PEMEX STRUCTURE DURING 2008-2011
2008: Energy Reform is passed by Congress; CNH is created as regulator to the oil and gas industry, and for the first time 

Pemex moves away from self-regulation; independent non-executive directors are placed onto the board of the company, 

and the board is given the authority to approve all exploration and production projects the NOC embarks on.

2009: Pemex Law defines the mandate of Pemex as creating maximum company value, moving away from its original 

mandate of producing oil for Mexico at the lowest possible price.

2011: Pemex announces that its E&P subsidiary, Pemex E&P, will be restructured, to move away from a project-based 

organizational structure to a process-based one. This means creating separate exploration, development and production 

divisions within the company, and the handover mechanisms to ensure best exploitation of reserves.
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mentioned before. Depending on the objectives of the 

company, the asset-based model generally facilitates the 

achievement of objectives with regional impact, such as 

regional economic development, community integration, 

and attention to environmental performance.

One of the main strengths of the process-based model is 

its ability to drive the implementation of value-creation 

objectives in the medium and long-term, such as the 

discovery of new reserves, the development of new 

reserves and the development of proprietary technology. 

To implement this new organizational structure e�ectively, 

the performance indicators used by Pemex Exploration & 

Production should be aligned with the pursuit of more long-

term oriented objectives that this model facilitates. The 

new performance indicators should facilitate performance 

assessment and accountability for each activity in the 

The functional model is not by definition superior to the 

asset-based model; it is simply a form of organizational 

structure that facilitates a di�erent strategy to achieve 

the same objectives. In the end, the e�ectiveness of an 

organizational model depends on its alignment with the 

objectives and strategy of the company. 

The asset-based model is particularly suitable for 

performance assessment and accountability at the asset 

level, based on performance indicators in the production 

stage such as daily production and profitability. 

Performance on these indicators is typically driven by 

short-term objectives. This model is also geared towards 

the development of management skills aimed at generating 

results at the asset level, usually based on the indicators 

value chain. Moreover, a clear definition of responsibilities 

in the hand-over process of assets from the exploration 

division to the development division, and afterwards  

from the development to the production division, is essential 

for the operational e�ectiveness of this model. The functional 

organizational structure encourages the development  

of specialized technical skills that are particularly  

relevant in the face of technologically demanding 

challenges, such as the development of deepwater areas and  

unconventional fields. 

In reality, oil companies never adopt a clear-cut solution. 

Experience shows the most common outcome is the 

implementation of a hybrid model that combines the 

functional model with the asset-based model.

Pemex Exploration & Production is going through an 

internal organizational change that will transform it from 

being an organization based on assets and regions into a 

functional organization based on processes. The success 

of this new organizational model depends on having a 

clear definition of objectives and performance metrics 

which until now, are still pending.  

The organizational change taking place at Pemex 

Exploration & Production is in line with international 

trends. At the global level, oil companies continue to move 

towards functional structures, aligning their organizations 

with the value chain of the industry and creating structures 

based on exploration, development and production 

activities. Naturally, this is accompanied by a decline of 

the predominance of asset-based operational structures, 

where the organization is divided by project. 

Source: Pemex

Source: CNH Source: CNH
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mentioned before. Depending on the objectives of the 

company, the asset-based model generally facilitates the 

achievement of objectives with regional impact, such as 

regional economic development, community integration, 

and attention to environmental performance.

One of the main strengths of the process-based model is 

its ability to drive the implementation of value-creation 

objectives in the medium and long-term, such as the 

discovery of new reserves, the development of new 

reserves and the development of proprietary technology. 

To implement this new organizational structure e�ectively, 

the performance indicators used by Pemex Exploration & 

Production should be aligned with the pursuit of more long-

term oriented objectives that this model facilitates. The 

new performance indicators should facilitate performance 

assessment and accountability for each activity in the 

The functional model is not by definition superior to the 

asset-based model; it is simply a form of organizational 

structure that facilitates a di�erent strategy to achieve 

the same objectives. In the end, the e�ectiveness of an 

organizational model depends on its alignment with the 

objectives and strategy of the company. 

The asset-based model is particularly suitable for 

performance assessment and accountability at the asset 

level, based on performance indicators in the production 

stage such as daily production and profitability. 

Performance on these indicators is typically driven by 

short-term objectives. This model is also geared towards 

the development of management skills aimed at generating 

results at the asset level, usually based on the indicators 

value chain. Moreover, a clear definition of responsibilities 

in the hand-over process of assets from the exploration 

division to the development division, and afterwards  

from the development to the production division, is essential 

for the operational e�ectiveness of this model. The functional 

organizational structure encourages the development  

of specialized technical skills that are particularly  

relevant in the face of technologically demanding 

challenges, such as the development of deepwater areas and  

unconventional fields. 

In reality, oil companies never adopt a clear-cut solution. 

Experience shows the most common outcome is the 

implementation of a hybrid model that combines the 

functional model with the asset-based model.

Pemex Exploration & Production is going through an 

internal organizational change that will transform it from 

being an organization based on assets and regions into a 

functional organization based on processes. The success 

of this new organizational model depends on having a 

clear definition of objectives and performance metrics 

which until now, are still pending.  

The organizational change taking place at Pemex 

Exploration & Production is in line with international 

trends. At the global level, oil companies continue to move 

towards functional structures, aligning their organizations 

with the value chain of the industry and creating structures 

based on exploration, development and production 

activities. Naturally, this is accompanied by a decline of 

the predominance of asset-based operational structures, 

where the organization is divided by project. 

Source: Pemex

Source: CNH Source: CNH
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2012 E&P INVESTMENT PLAN

DEVELOPMENT INVESTMENT
Once a field is handed from exploration to development, 

the priority is to prepare the field for production, requiring 

an evaluation of the best way to ensure long-term e�cient 

production and maximum recovery, and confirming the 

extent of the reserves discovered. It also involves the 

design and construction of the field’s infrastructure. The 

exact production plan is then created. 

FIELD INVESTMENT % OF BUDGET

Cantarell US$1.501 bn  35%

Ku-Maloob-Zaap  US$1.298 bn  42%

Samaria-Luna  US$903 mn  58%

Chicontepec  US$976 mn  68%

Bellota-Jujo  US$628 mn  58%

Abkátun-Pol-Chuc  US$675 mn  63%

Poza Rica-Altamira  US$281 mn  40%

Litoral de Tabasco  US$344 mn  57%

 

EXPLORATION INVESTMENT
Exploration involves searching for hydrocarbons 

through di�erent technical methods, which help to 

determine the location, size and type of hydrocarbons 

located in a given area. Once this data has been 

collected, an exploration well is typically drilled, which 

confirms the discovery of oil or gas. Subsequent 

appraisal wells are drilled to better determine the 

extent of the discovery. 

FIELD INVESTMENT % OF BUDGET

Cantarell  US$1.081 bn 25%

Ku-Maloob-Zaap  No investment

Samaria-Luna US$105 mn 7%

Chicontepec  No investment

Bellota-Jujo US$47 mn 7% 

Abkátun-Pol-Chuc  No investment

Poza Rica-Altamira US$51 mn 7%

Litoral de Tabasco  No investment

PRODUCTION INVESTMENT
After the infrastructure and technology built and installed 

during the development phase has been tested, the 

production phase begins. The production division is 

responsible for maintaining production levels over the life 

of the project, and responsible for sustainable exploitation 

of the reserves, and also for secondary or enhanced oil 

recovery projects to extend the life of the field.   

FIELD INVESTMENT % OF BUDGET

Cantarell US$1.736 bn  40%

Ku-Maloob-Zaap  US$1.803 bn  58%

Samaria-Luna US$537 mn  35%

Chicontepec  US$468 mn  32%

Bellota-Jujo  US$383 mn  35%

Abkátun-Pol-Chuc  US$389 mn  37%

Poza Rica-Altamira  US$363 mn  52%

Litoral de Tabasco  US$257 mn  43%

BUDGET ALLOCATION
By overhauling the structure of its E&P division, Pemex 

hopes to create a system that has stronger incentives 

to conduct exploratory activities, and ensures that 

assets, once discovered, are fully developed before 

they are handed over to the production teams. The 

budget allocation for 2012 under this new plan is 

detailed below. 

INVESTMENT PLAN 2012: OIL AND ASSOCIATED GAS

Total investment:  US$14.447 bn

Exploration:  US$1.692 bn, 12% of total investment

Development:  US$6.739 bn, 47% of total investment

Production:  US$6.046 bn, 42% of total investment

INVESTMENT PLAN 2012: NON-ASSOCIATED GAS

Total investment:  US$5.156 bn

Exploration:  US$927 mn, 18% of total investment

Development:  US$2.281 bn, 44% of total investment

Production:  US$1.948 bn, 38% of total investment

ALIGNING THE ORGANIZATION 
MODEL WITH PEP’S OBJECTIVES
BY JUAN CARLOS ZEPEDA MOLINA - In order to 

determine the convenience of an organizational model, 

an evaluation of its consistency with the objectives and 

strategies of the company is required. In Pemex’s case, this 

becomes particularly di�cult since Pemex’s targets are 

not especially clear. 

The Pemex Law itself, in Article 7, establishes a diverse 

list of objectives for the NOC, such as the need to create 

economic value to benefit Mexican society, meet the 

country’s energy needs, ensuring long-term reserves 

replacement, execution of activities where it is appropriate 

for the country, and to boost the power of Mexican 

engineering. These objectives add to those already 

established by article 4-bis of the Regulating Law of article 

27 in the Constitution. This other law states that Pemex’s 

activities should focus on several goals, among which are 

the protection of Mexico’s national interests, ensuring the 

sustainability of Mexico’s hydrocarbon production, and 

developing the country’s economy. 

The diversity and ambiguity of the objectives established 

by law is evident, and most correspond more to the state 

than to the running of a competitive oil company. 

It should also be noted that the objective that should 

be Pemex’s primary focus is not on the list: to maximize 

the value of the company in line with the interests of its 

owners. This is the fundamental objective of other national 

oil companies such as Petrobras and Statoil, and not 

exclusive only to private players.

Despite the lack of clarity in the objectives established by 

law, in practice it is appreciated that Pemex Exploration 

and Production has historically worked with one primary 

objective: increasing the short-term production of oil. In 

the current context, this has resulted in preventing the 

continued decline of the country’s production levels, 

but this is not a viable long-term goal for the company. 

However, in the last few years, another objective has 

gained importance on Pemex’s agenda: increasing the 

volume of proven reserves.

The organizational model at Pemex Exploration 

and Production

The e�ectiveness of the new organizational model of 

Pemex Exploration and Production will depend on the 

relative weight assigned to each of the following two 

objectives: short-term production and increasing reserves. 

Both of these objectives represent the real transition that 

is at stake within Pemex; it is about making an e�ort to 

transition from a short-term production objective to a 

long-term value-creating objective. 

If Pemex manages to transition towards the long-term 

value-creating objective, the goal of increasing reserves 

will gain importance and therefore, a functional model is 

more adequate. 

If, however, the short-term vision prevails, the asset-based 

model would be more e�ective to establish short-term 

production goals, the way Pemex has operated historically. 

Nevertheless, we must point out that this alternative is not 

sustainable in the long-term since it is precisely this mind-

set of a short-term vision that caused the recent decline 

in production.  

To pursue a medium or long-term vision, Pemex Exploration 

and Production has no alternative but to transform into a 

company that prioritizes the creation of long-term value 

and therefore, the accumulation and development of 

reserves must turn into the primary objective. 

Necessary conditions for the successful implementation 
of the new organization model

Apart from a redefinition of objectives, the successful 

implementation of the new functional model depends on 

evaluation metrics and accountability, both of which are 

still lacking. 

Unlike the asset-based model, the performance metrics 

of the functional model are neither evident nor easy to 

implement. How should the performance of the exploration 

and development units be evaluated? How should the 

performance of the production unit be evaluated? And 

which handover process should be used to transfer the 

projects between units, in order to ensure that both 

responsibility and accountability are clearly defined? 

Fortunately, we can learn from international experience, 

but this does not mean to say that the implementation of a 

functional model at Pemex will be easy. One fundamental 

principle of the functional model is that the tasks of 

each of the links in the value chain should be tailored 

as independent business projects with clear goals and 

quantifiable results with regard to economic value. In order 

to do this, Pemex will have to separate exploration projects 

from development projects, and development projects will 

have to be separated from production projects. This will be 

a major challenge for Pemex to overcome. 

The definition of performance metrics of each of the 

links in the value chain, as well as the hand-over process 

between each of the links, is still a pending obligation in 

the implementation of the new organizational model, and 

will need to be better addressed before the model can be 

considered e�ective.
Source: CNH

Source: CNHSource: CNH

Source: CNH
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2012 E&P INVESTMENT PLAN

DEVELOPMENT INVESTMENT
Once a field is handed from exploration to development, 

the priority is to prepare the field for production, requiring 

an evaluation of the best way to ensure long-term e�cient 

production and maximum recovery, and confirming the 

extent of the reserves discovered. It also involves the 

design and construction of the field’s infrastructure. The 

exact production plan is then created. 
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Ku-Maloob-Zaap  US$1.298 bn  42%
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Abkátun-Pol-Chuc  US$675 mn  63%

Poza Rica-Altamira  US$281 mn  40%

Litoral de Tabasco  US$344 mn  57%

 

EXPLORATION INVESTMENT
Exploration involves searching for hydrocarbons 

through di�erent technical methods, which help to 

determine the location, size and type of hydrocarbons 

located in a given area. Once this data has been 

collected, an exploration well is typically drilled, which 

confirms the discovery of oil or gas. Subsequent 

appraisal wells are drilled to better determine the 

extent of the discovery. 

FIELD INVESTMENT % OF BUDGET

Cantarell  US$1.081 bn 25%

Ku-Maloob-Zaap  No investment

Samaria-Luna US$105 mn 7%

Chicontepec  No investment

Bellota-Jujo US$47 mn 7% 

Abkátun-Pol-Chuc  No investment

Poza Rica-Altamira US$51 mn 7%

Litoral de Tabasco  No investment

PRODUCTION INVESTMENT
After the infrastructure and technology built and installed 

during the development phase has been tested, the 

production phase begins. The production division is 

responsible for maintaining production levels over the life 

of the project, and responsible for sustainable exploitation 

of the reserves, and also for secondary or enhanced oil 

recovery projects to extend the life of the field.   
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Cantarell US$1.736 bn  40%
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Abkátun-Pol-Chuc  US$389 mn  37%

Poza Rica-Altamira  US$363 mn  52%

Litoral de Tabasco  US$257 mn  43%

BUDGET ALLOCATION
By overhauling the structure of its E&P division, Pemex 

hopes to create a system that has stronger incentives 

to conduct exploratory activities, and ensures that 

assets, once discovered, are fully developed before 

they are handed over to the production teams. The 

budget allocation for 2012 under this new plan is 

detailed below. 

INVESTMENT PLAN 2012: OIL AND ASSOCIATED GAS

Total investment:  US$14.447 bn

Exploration:  US$1.692 bn, 12% of total investment

Development:  US$6.739 bn, 47% of total investment

Production:  US$6.046 bn, 42% of total investment

INVESTMENT PLAN 2012: NON-ASSOCIATED GAS

Total investment:  US$5.156 bn

Exploration:  US$927 mn, 18% of total investment

Development:  US$2.281 bn, 44% of total investment

Production:  US$1.948 bn, 38% of total investment

ALIGNING THE ORGANIZATION 
MODEL WITH PEP’S OBJECTIVES
BY JUAN CARLOS ZEPEDA MOLINA - In order to 

determine the convenience of an organizational model, 

an evaluation of its consistency with the objectives and 

strategies of the company is required. In Pemex’s case, this 

becomes particularly di�cult since Pemex’s targets are 

not especially clear. 

The Pemex Law itself, in Article 7, establishes a diverse 

list of objectives for the NOC, such as the need to create 

economic value to benefit Mexican society, meet the 

country’s energy needs, ensuring long-term reserves 

replacement, execution of activities where it is appropriate 

for the country, and to boost the power of Mexican 

engineering. These objectives add to those already 

established by article 4-bis of the Regulating Law of article 

27 in the Constitution. This other law states that Pemex’s 

activities should focus on several goals, among which are 

the protection of Mexico’s national interests, ensuring the 

sustainability of Mexico’s hydrocarbon production, and 

developing the country’s economy. 

The diversity and ambiguity of the objectives established 

by law is evident, and most correspond more to the state 

than to the running of a competitive oil company. 

It should also be noted that the objective that should 

be Pemex’s primary focus is not on the list: to maximize 

the value of the company in line with the interests of its 

owners. This is the fundamental objective of other national 

oil companies such as Petrobras and Statoil, and not 

exclusive only to private players.

Despite the lack of clarity in the objectives established by 

law, in practice it is appreciated that Pemex Exploration 

and Production has historically worked with one primary 

objective: increasing the short-term production of oil. In 

the current context, this has resulted in preventing the 

continued decline of the country’s production levels, 

but this is not a viable long-term goal for the company. 

However, in the last few years, another objective has 

gained importance on Pemex’s agenda: increasing the 

volume of proven reserves.

The organizational model at Pemex Exploration 

and Production

The e�ectiveness of the new organizational model of 

Pemex Exploration and Production will depend on the 

relative weight assigned to each of the following two 

objectives: short-term production and increasing reserves. 

Both of these objectives represent the real transition that 

is at stake within Pemex; it is about making an e�ort to 

transition from a short-term production objective to a 

long-term value-creating objective. 

If Pemex manages to transition towards the long-term 

value-creating objective, the goal of increasing reserves 

will gain importance and therefore, a functional model is 

more adequate. 

If, however, the short-term vision prevails, the asset-based 

model would be more e�ective to establish short-term 

production goals, the way Pemex has operated historically. 

Nevertheless, we must point out that this alternative is not 

sustainable in the long-term since it is precisely this mind-

set of a short-term vision that caused the recent decline 

in production.  

To pursue a medium or long-term vision, Pemex Exploration 

and Production has no alternative but to transform into a 

company that prioritizes the creation of long-term value 

and therefore, the accumulation and development of 

reserves must turn into the primary objective. 

Necessary conditions for the successful implementation 
of the new organization model

Apart from a redefinition of objectives, the successful 

implementation of the new functional model depends on 

evaluation metrics and accountability, both of which are 

still lacking. 

Unlike the asset-based model, the performance metrics 

of the functional model are neither evident nor easy to 

implement. How should the performance of the exploration 

and development units be evaluated? How should the 

performance of the production unit be evaluated? And 

which handover process should be used to transfer the 

projects between units, in order to ensure that both 

responsibility and accountability are clearly defined? 

Fortunately, we can learn from international experience, 

but this does not mean to say that the implementation of a 

functional model at Pemex will be easy. One fundamental 

principle of the functional model is that the tasks of 

each of the links in the value chain should be tailored 

as independent business projects with clear goals and 

quantifiable results with regard to economic value. In order 

to do this, Pemex will have to separate exploration projects 

from development projects, and development projects will 

have to be separated from production projects. This will be 

a major challenge for Pemex to overcome. 

The definition of performance metrics of each of the 

links in the value chain, as well as the hand-over process 

between each of the links, is still a pending obligation in 

the implementation of the new organizational model, and 

will need to be better addressed before the model can be 

considered e�ective.
Source: CNH
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IS PEMEX ON THE 
RIGHT TRACK?
ROGELIO GASCA NERI
Professional Board Member of Pemex

| VIEW FROM THE TOP

A: The restructuring of PEP was an administrative move, 

and the board is fully behind any changes that can help to 

make the organization more e�ective. The most positive 

outcome of the restructuring was that more importance 

has now been placed on exploration, which was a necessary 

and appropriate move. The next step I would like to see 

PEP take is to separate the administration of di�erent 

production regions in order to minimize competition for 

attention and resources. This would also have an impact 

on realistic production forecasts. We need to decouple the 

reserves of one field from the production of the rest, which 

does not happen often enough at the moment. We cannot 

continue to say that the reserves at Cantarell will impact 

the production levels in other places.

To keep up production, Pemex needs to find the oil 

to replace what is being extracted. This does not just 

mean turning possible and probable reserves into 

proven reserves, but also increasing the volume of new 

discoveries. Pemex currently has 54.7 billion Boe of 

prospective resources, and 26.5 billion Boe of these are 

located in deepwater areas, according to Pemex as of 

January 1st 2012. This is where we will have to go in order 

to reach the production levels we need in the long-term: if 

it was just a matter of adding 2 billion barrels to Pemex’s 

proven resources, it would be simple to go and prove the 

prospective resources in shallow waters. 

Q: Has your role on the board lived up to your expectations?

A: The reform came out of the political atmosphere 

surrounding the 2008 Energy Reform, and the desire to 

give Pemex the ability to plan in the long-term. Before 

this point, the company was focused on its short-term 

objectives driven by income and revenue requirements 

of the Mexican federal government. Instead of managing 

Pemex in a centralized way through the departments 

of treasury, energy and commerce, the intention was to 

give Pemex some independence through an independent 

board that would manage the company. However, in my 

opinion, very little has changed since the introduction 

of the independent board; Pemex is still largely ruled by  

the government.  

Q: How satisfied were you with Pemex’s results in 2011?

A: As far as Pemex’s upstream activities were concerned, 

2011 was a good year. The company increased its activity 

in exploration; our reserves are more in line with the figures 

of the certification companies than they were in 2010; 

average production of crude for the year stood at 2.55 

million bbl/day, which is around the level of the forecast 

included in the 2011 budget. One positive change for us 

was the increase in the oil price, which was higher than 

forecasted. Pemex’s upstream activities actually turned 

a profit post-tax. Where we di�er from IOCs is that the 

oil we extract belongs not to us, but to the nation. As 

intermediaries in the extraction process, we must pay for 

the right to extract hydrocarbons. 

Q: Given Pemex’s long term goals to increase production 

to over 3 million bbl/day and maintaining 100% reserve 

replacement, do you think the NOC is headed in the 

right direction?

A: The strategic energy plan that was discussed at the 

Pemex earnings call in February 2012 stated that by 2026, 

Pemex would be producing 3.3 million bbl/day with more 

than 100% 1P reserve replacement. However, most of the 

reserves that Pemex is relying on to achieve this plan have 

not yet been discovered or incorporated. 

When it comes to whether Pemex is going in the right 

direction, I have an analogy. To put a satellite into orbit, the 

only method you can use is a rocket. By taking the satellite 

to the roof of a tall building, it is moving in the right 

direction, but will never reach its intended destination, 

because you are using the wrong tools. For me, this is like 

the Energy Reform of 2008. It was a movement in the right 

direction, but it will never make it all the way. It is never 

enough simply to be heading in the right direction; you 

need to ensure from the start that you have the right tools 

to finish the job. In order to achieve a meaningful energy 

reform, the legal framework governing the sector needs 

to change.

Q: Do you believe that the restructuring of PEP was the 

right move to make, even though the Pemex board did 

not approve it?
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José Pablo Rinkenbach, 
Director of Ainda Consultores

OPTIMIZING THE PEMEX WORKFORCE
Rinkenbach explains that back in 2009, Ainda was 

responsible for first suggesting to Pemex that they should 

consider moving from a function-based focus to one that 

was process-based. “Some years later, it is nice to see that 

they have adopted this view.” 

Asked what further changes Pemex needs in order to 

continue its transformation into a competitive business, 

Rinkenbach answers that one of the most crucial steps 

would be introducing incentive-based pay to Pemex 

employees. “The current law does not see Pemex as a 

business, but as a state-owned entity. This limits the ability 

of Pemex to reward risk-taking amongst its employees. As 

a result, Pemex personnel from the top to the bottom of 

the company have an ingrained fear of risk taking. They are 

some of the best in the world from a technical point of view, 

but until a system is established where they are rewarded 

for being creative, there will be no incentive for them to 

innovate.” Rinkenbach points out that the company is 

taking steps to address this issue, analysing diverse options 

whereby a percentage of an employee’s wage will be 

variable depending on performance. However, Rinkenbach 

believes that in order to fully incentivize workers in Pemex, 

a change in the legal framework that regards the company 

as a state-owned entity will have to be undertaken. “In the 

current situation,” says Rinkenbach, “I would take the same 

path as anyone else currently working at Pemex; it is just 

not in their interest to take risks given the current legal 

framework in which the company operates.”

Founded only five years ago, 

Ainda Consultores has spent a 

large part of its history engaged 

in consulting for Pemex. José 

Pablo Rinkenbach, Founder of 

Ainda, explains that the company 

has experience working with 

every division within the state-

owned company, mainly in 

collaboration with other energy focused consultancies, and 

brings the macro focus to large projects where there might be 

any number of legal, technical and financial advisors. Ainda 

takes their advice, moulds it into a cohesive development 

strategy, and handles project management. Rinkenbach 

describes his company as the ‘glue’ that has held together 

several large-scale projects for Pemex in the past. 

In terms of Pemex’s internal development, Rinkenbach 

believes that the company is making strides toward 

accepting and making the necessary changes to become a 

more successful company. “A fantastic example is Pemex’s 

development of Chicontepec field laboratories that were 

introduced in 2010. Results can already be seen from these 

labs, which are changing the way that Pemex operates. 

Another example is the restructuring of Pemex Exploration 

and Production to incorporate a separate unit for field 

development. The transformation that is taking place has a 

lot of business sense behind it, and Pemex is approaching 

its development with the right aims in mind.”

Luís Vielma Lobo, Founder of CBM Ingeniería Exploración y Producción, is a veteran of Venezuelan national oil company 

PDVSA, where he served as the head of Exploration and Production before leaving to establish his business in Mexico. When 

discussing the idea that Pemex is an over-sta�ed organization, Vielma Lobo drew the comparison with PDVSA during his 

time in the organization. At its peak in the 1990s, PDVSA was producing 3.4 million bbl/d with 52,000 employees, while 

Pemex today produces 2.6 million bbl/day with just under 150,000. However, as Vielma Lobo points out, the mandates of 

the two companies are very di�erent: “Mexico’s vision for Pemex is for the company to be more than an oil company; it is a 

company that takes its social responsibility seriously. This social responsibility consists of making money that the country 

requires for its social programmes, and that money is collected through taxes. The other way that it helps the country is 

through providing employment.”

Vielma Lobo compares this attitude to PDVSA’s stance when he was head of E&P: “We were clear that we wanted PDVSA to 

be a successful business, and compete with the world’s leading oil companies, and give Venezuela the best of our abilities. But 

we were also clear that we did not want PDVSA to become an employment vehicle for the country. Getting a position at the 

company was tough, as we had a rigorous selection process. A lot of people didn’t want the business to be handled this way, 

but at the end of the day we turned PDVSA into a very successful business using this strategy.” However, when employment 

figures of the two NOCs are compared to population size, Pemex employs a smaller percentage of the population than 

PDVSA does of the Venezuelan population. 

“Pemex’s challenge is not its number of employees,” says Vielma Lobo. “It is making sure that the 150,000 are organized in 

order to maximize e�ciency.” 

HUMAN RESOURCES AND SOCIAL 
RESPONSIBILITY AT PEMEX

C-0018, Mexico Oil & Gas Review (2012)
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A: The restructuring of PEP was an administrative move, 

and the board is fully behind any changes that can help to 

make the organization more e�ective. The most positive 

outcome of the restructuring was that more importance 

has now been placed on exploration, which was a necessary 

and appropriate move. The next step I would like to see 

PEP take is to separate the administration of di�erent 

production regions in order to minimize competition for 

attention and resources. This would also have an impact 

on realistic production forecasts. We need to decouple the 

reserves of one field from the production of the rest, which 

does not happen often enough at the moment. We cannot 

continue to say that the reserves at Cantarell will impact 

the production levels in other places.

To keep up production, Pemex needs to find the oil 

to replace what is being extracted. This does not just 

mean turning possible and probable reserves into 

proven reserves, but also increasing the volume of new 

discoveries. Pemex currently has 54.7 billion Boe of 

prospective resources, and 26.5 billion Boe of these are 

located in deepwater areas, according to Pemex as of 

January 1st 2012. This is where we will have to go in order 

to reach the production levels we need in the long-term: if 

it was just a matter of adding 2 billion barrels to Pemex’s 

proven resources, it would be simple to go and prove the 

prospective resources in shallow waters. 

Q: Has your role on the board lived up to your expectations?

A: The reform came out of the political atmosphere 

surrounding the 2008 Energy Reform, and the desire to 

give Pemex the ability to plan in the long-term. Before 

this point, the company was focused on its short-term 

objectives driven by income and revenue requirements 

of the Mexican federal government. Instead of managing 

Pemex in a centralized way through the departments 

of treasury, energy and commerce, the intention was to 

give Pemex some independence through an independent 

board that would manage the company. However, in my 

opinion, very little has changed since the introduction 

of the independent board; Pemex is still largely ruled by  

the government.  

Q: How satisfied were you with Pemex’s results in 2011?

A: As far as Pemex’s upstream activities were concerned, 

2011 was a good year. The company increased its activity 

in exploration; our reserves are more in line with the figures 

of the certification companies than they were in 2010; 

average production of crude for the year stood at 2.55 

million bbl/day, which is around the level of the forecast 

included in the 2011 budget. One positive change for us 

was the increase in the oil price, which was higher than 

forecasted. Pemex’s upstream activities actually turned 

a profit post-tax. Where we di�er from IOCs is that the 

oil we extract belongs not to us, but to the nation. As 

intermediaries in the extraction process, we must pay for 

the right to extract hydrocarbons. 

Q: Given Pemex’s long term goals to increase production 

to over 3 million bbl/day and maintaining 100% reserve 

replacement, do you think the NOC is headed in the 

right direction?

A: The strategic energy plan that was discussed at the 

Pemex earnings call in February 2012 stated that by 2026, 

Pemex would be producing 3.3 million bbl/day with more 

than 100% 1P reserve replacement. However, most of the 

reserves that Pemex is relying on to achieve this plan have 

not yet been discovered or incorporated. 

When it comes to whether Pemex is going in the right 

direction, I have an analogy. To put a satellite into orbit, the 

only method you can use is a rocket. By taking the satellite 

to the roof of a tall building, it is moving in the right 

direction, but will never reach its intended destination, 

because you are using the wrong tools. For me, this is like 

the Energy Reform of 2008. It was a movement in the right 

direction, but it will never make it all the way. It is never 

enough simply to be heading in the right direction; you 

need to ensure from the start that you have the right tools 

to finish the job. In order to achieve a meaningful energy 

reform, the legal framework governing the sector needs 

to change.

Q: Do you believe that the restructuring of PEP was the 

right move to make, even though the Pemex board did 

not approve it?
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José Pablo Rinkenbach, 
Director of Ainda Consultores

OPTIMIZING THE PEMEX WORKFORCE
Rinkenbach explains that back in 2009, Ainda was 

responsible for first suggesting to Pemex that they should 

consider moving from a function-based focus to one that 

was process-based. “Some years later, it is nice to see that 

they have adopted this view.” 

Asked what further changes Pemex needs in order to 

continue its transformation into a competitive business, 

Rinkenbach answers that one of the most crucial steps 

would be introducing incentive-based pay to Pemex 

employees. “The current law does not see Pemex as a 

business, but as a state-owned entity. This limits the ability 

of Pemex to reward risk-taking amongst its employees. As 

a result, Pemex personnel from the top to the bottom of 

the company have an ingrained fear of risk taking. They are 

some of the best in the world from a technical point of view, 

but until a system is established where they are rewarded 

for being creative, there will be no incentive for them to 

innovate.” Rinkenbach points out that the company is 

taking steps to address this issue, analysing diverse options 

whereby a percentage of an employee’s wage will be 

variable depending on performance. However, Rinkenbach 

believes that in order to fully incentivize workers in Pemex, 

a change in the legal framework that regards the company 

as a state-owned entity will have to be undertaken. “In the 

current situation,” says Rinkenbach, “I would take the same 

path as anyone else currently working at Pemex; it is just 

not in their interest to take risks given the current legal 

framework in which the company operates.”

Founded only five years ago, 

Ainda Consultores has spent a 

large part of its history engaged 

in consulting for Pemex. José 

Pablo Rinkenbach, Founder of 

Ainda, explains that the company 

has experience working with 

every division within the state-

owned company, mainly in 

collaboration with other energy focused consultancies, and 

brings the macro focus to large projects where there might be 

any number of legal, technical and financial advisors. Ainda 

takes their advice, moulds it into a cohesive development 

strategy, and handles project management. Rinkenbach 

describes his company as the ‘glue’ that has held together 

several large-scale projects for Pemex in the past. 

In terms of Pemex’s internal development, Rinkenbach 

believes that the company is making strides toward 

accepting and making the necessary changes to become a 

more successful company. “A fantastic example is Pemex’s 

development of Chicontepec field laboratories that were 

introduced in 2010. Results can already be seen from these 

labs, which are changing the way that Pemex operates. 

Another example is the restructuring of Pemex Exploration 

and Production to incorporate a separate unit for field 

development. The transformation that is taking place has a 

lot of business sense behind it, and Pemex is approaching 

its development with the right aims in mind.”

Luís Vielma Lobo, Founder of CBM Ingeniería Exploración y Producción, is a veteran of Venezuelan national oil company 

PDVSA, where he served as the head of Exploration and Production before leaving to establish his business in Mexico. When 

discussing the idea that Pemex is an over-sta�ed organization, Vielma Lobo drew the comparison with PDVSA during his 

time in the organization. At its peak in the 1990s, PDVSA was producing 3.4 million bbl/d with 52,000 employees, while 

Pemex today produces 2.6 million bbl/day with just under 150,000. However, as Vielma Lobo points out, the mandates of 

the two companies are very di�erent: “Mexico’s vision for Pemex is for the company to be more than an oil company; it is a 

company that takes its social responsibility seriously. This social responsibility consists of making money that the country 

requires for its social programmes, and that money is collected through taxes. The other way that it helps the country is 

through providing employment.”

Vielma Lobo compares this attitude to PDVSA’s stance when he was head of E&P: “We were clear that we wanted PDVSA to 

be a successful business, and compete with the world’s leading oil companies, and give Venezuela the best of our abilities. But 

we were also clear that we did not want PDVSA to become an employment vehicle for the country. Getting a position at the 

company was tough, as we had a rigorous selection process. A lot of people didn’t want the business to be handled this way, 

but at the end of the day we turned PDVSA into a very successful business using this strategy.” However, when employment 

figures of the two NOCs are compared to population size, Pemex employs a smaller percentage of the population than 

PDVSA does of the Venezuelan population. 

“Pemex’s challenge is not its number of employees,” says Vielma Lobo. “It is making sure that the 150,000 are organized in 

order to maximize e�ciency.” 

HUMAN RESOURCES AND SOCIAL 
RESPONSIBILITY AT PEMEX
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postgraduate programme that has the recognition of the 

National Council of Science and Technology. Through 

this programme, since 2003, the IMP has taken on the 

challenge of training human resources of the highest 

academic level, creating a study plan that is avant-garde 

on a global level, and which o�ers its students strong 

training in innovation processes on top of the usual 

training in science or specialized engineering. During its 

eight years of operation, four specialists, 51 masters and 

36 doctors have graduated successfully. The work of the 

researchers has started to give back to society through 

high quality scientific and technological products, which 

will serve to consolidate their own scientific careers, as 

well as generate national wealth, which is necessary to 

maintain the sovereignty and leadership of the oil and 

petrochemical industries.

For the development of Pemex’s professional sta�, the 

IMP also designs and launches courses and training  

programmes for primary processes (exploration, production, 

industrial transformation and commercialization) and 

for the key support processes, like security, maintenance 

and distribution. 

Q: What are the priorities of the IMP in the next years to 

strengthen the technological capacities of the Mexican  

oil industry? 

A: The priorities for this year are to increase the research 

capacity of the IMP and participate in projects of greater 

magnitude, like shale gas exploration, technological tests 

for hydrocarbon recovery, and the creation of an o�shore 

technology centre. 

More researchers coming from national and foreign 

centers should be incorporated in the research and 

technological development e�orts in order to strengthen 

project execution capacity. Cooperation with Pemex 

will always be indispensable to the work of the IMP. 

However, this does not prevent collaboration with 

national or foreign research centres to make the most 

of the knowledge generated outside of our institution, 

share the risk or decrease the time in the implementation 

of results.

Q. How has the role that the Mexican Petroleum Institute 

(IMP) plays in technology development for the oil and gas 

industry changed over time?

A: Since it was recognized as a public research center on 

August 18th 2000, the IMP received new tasks, like the 

granting of academic grades, the commercialization of 

research results and technological development, as well 

as the signing of strategic and technological alliances. 

Currently, the IMP’s mission is to transform technology 

knowledge into value-added services for the oil industry.  

Pemex participates together with the IMP in the selection 

and the follow-up of research and technological 

development projects, through the Innovation, Research 

and Solutions Committee (CIIS). Likewise, the IMP director 

is the sponsor of Pemex’s process for administrating 

technological assets. The key criterion in terms of the cost-

benefit analysis of technology development programmes 

is the alignment of projects with Pemex’s business plan 

and strategic technological programme. Factors like 

technological content, the innovation grade, the solidity of 

the research group and the internal rate of return are taken 

into account when selecting a project.

The participation of Mexico’s Energy Ministry as sector 

coordinator is of vital importance. Currently, the  

IMP participates in the execution of projects financed by 

the Sener-Conacyt Hydrocarbons and Sustainable Energy 

funds, in which institutions of the public and private  

sectors also participate. These funds have helped 

establish a very important collaboration network in the 

hydrocarbons sector.

Q: What contribution to the development of human 

resources in the oil industry does the IMP currently make?

A: With the development of the oil industry’s human 

capital, in general, the IMP aims to improve the 

performance of the people in administrative and 

productive processes, as it contributes to strengthening 

the energy industry. The professional training aligns and 

develops itself hand in hand with the necessities of the 

di�erent areas of Pemex. 

A key element in this area is without doubt our institutional 

Re-examination of the strategy stems from the fact 

that the complexity of Chicontepec’s geology made the 

initially applied reservoir data collection, drilling, and 

production technologies less e�ective than originally 

anticipated. The reserves held in the basin are located 

in very small pockets, which make it di�cult to maintain 

well pressure for long periods of time. Chicontepec will 

require a number of di�erent technologies if Pemex 

wishes to optimize the exploitation of the reserves. 

These would include 3D seismic for further exploration, 

as well as characterization of the fracture systems in the 

geology. Pemex will also have to employ horizontal and 

multilateral drilling techniques if it wants to find a more 

e�ective way to exploit its reserves than the previous 

approach that was halted by the CNH’s critiques. 

In order to manage production, Pemex will have to 

investigate the use of water production management 

and disposal, as well as artificial lift systems. Later in the 

life of Chicontepec wells, Pemex may also have to look 

at processes that can boost secondary recovery, such 

as water flood programmes, thermal methods, chemical 

processes, and CO2 injection.

Challenge 3: New Frontiers

As well as dealing with its production problems at existing 

fields, Pemex is increasing its exploration activity in new 

areas. Pemex’s deepwater assets are seen by many as 

one of the best opportunities for increasing the country’s 

oil reserves and safeguarding Mexico’s long-term oil 

production. However, the NOC has yet to discover any 

commercially viable oil reserves in deepwater. Until this 

happens, deepwater development will progress slowly. 

In the meantime, Pemex must deal with preparing itself 

for the day when oil is discovered in deepwater. Prior to 

beginning deepwater production, any company must solve 

the problems resulting from operating in increased water 

depth, high pressures, low temperatures, a harsher o�shore 

environment, and the installation and maintenance of 

o�shore production solutions. 

The way forward

There are three options for Pemex to tackle such imposing 

technological hurdles. The first is with solutions that can 

be developed in-house by Pemex. The second option is 

working with Pemex’s R&D vehicle, the Mexican Petroleum 

Institute (IMP), and the research institutes under Conacyt 

(National Council of Science and Technology). In other 

areas, though, Pemex will be forced to rely on international 

oil companies and oilfield service companies to bring their 

technology to Mexico to tackle technological challenges, 

ranging from setting up deepwater production to taking on 

some of the biggest enhanced oil recovery challenges that 

Mexico’s fields have to o�er.

In the years to come, Pemex must deal with the challenges 

of optimizing long-term production at Cantarell,  

Ku-Maloob-Zaap and other mature fields, overcoming 

production challenges in fields with complex geologies 

such as Chicontepec, and developing new fields in areas 

where the company has little operational experience. 

Challenge 1: Mature fields

Pemex faces the challenge of technological obsolescence 

in its shallow water o�shore fields such as Cantarell, once 

relied on for such a large percentage of the company’s 

annual production. Some of the problems at Cantarell have 

already been successfully tackled. Since 2000, Pemex has 

been using nitrogen injection to combat a drop in reservoir 

pressure exceeding 60%, which led to production dropping 

to 25% of previous levels. Nitrogen injection was successfully 

chosen as the technique to resolve this issue over water 

injection, which may have a�ected productivity at other 

wells in the basin due to its fractures and fault systems. 

Reservoir pressure was restored, but in 2004 Cantarell 

reached its production peak, after which production began 

to decline at a rate of 4.7% in 2005, 11.5% in 2006, 17.2% in 

2007, 30.3% in 2008, 34.2% in 2009, and 22.6% in 2010. 

A number of di�erent technologies have been applied to 

slow the decline of the Cantarell field, such as reservoir 

management solutions, optimized drilling techniques, 

intelligent wells, well interventions and workovers, and 

remote field management systems amongst other solutions. 

Figures released by the National Hydrocarbons Commission 

(CNH) indicate that oil production in Cantarell dropped 

from 558,000 bbl/day in 2010 to 449,000 bbl/day in 2011. 

This 19.5% decrease indicates that the production decline is 

being slowed down, but the continuing decline, Cantarell’s 

January 2012 production reached only 404,000 bbl/day, 

illustrates that production has yet to stabilize and various 

technological challenges remain to be addressed.

In the years to come, many new enhanced oil recovery 

technologies will be examined by Pemex, particularly as it 

now seems likely that Ku-Maloob-Zaap will begin to enter 

its decline phase in the coming years. 

Challenge 2: Geologically challenging fields

Chicontepec is arguably Mexico’s most technologically 

demanding basin. Located onshore, the basin is over 3800km2 

and spans across the states of Veracruz, Puebla and Hidalgo. 

Accounting for 56% of Mexico’s 3P reserves according to 

Pemex, for the last few years Chicontepec has understandably 

been a lynchpin in Pemex’s exploration strategy. However, 

in April 2010 the Chicontepec development project came 

under heavy criticism by the upstream watchdog CNH, which 

called for a reassessment of the project. 

KEY TECHNOLOGICAL CHALLENGES

MEXICO NEEDS 
WORLD-CLASS 
TECHNOLOGY
EFRÉN PARADA ARIAS
Director General of Instituto Mexicano del Petróleo (IMP)
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postgraduate programme that has the recognition of the 

National Council of Science and Technology. Through 

this programme, since 2003, the IMP has taken on the 

challenge of training human resources of the highest 

academic level, creating a study plan that is avant-garde 

on a global level, and which o�ers its students strong 

training in innovation processes on top of the usual 

training in science or specialized engineering. During its 

eight years of operation, four specialists, 51 masters and 

36 doctors have graduated successfully. The work of the 

researchers has started to give back to society through 

high quality scientific and technological products, which 

will serve to consolidate their own scientific careers, as 

well as generate national wealth, which is necessary to 

maintain the sovereignty and leadership of the oil and 

petrochemical industries.

For the development of Pemex’s professional sta�, the 

IMP also designs and launches courses and training  

programmes for primary processes (exploration, production, 

industrial transformation and commercialization) and 

for the key support processes, like security, maintenance 

and distribution. 

Q: What are the priorities of the IMP in the next years to 

strengthen the technological capacities of the Mexican  

oil industry? 

A: The priorities for this year are to increase the research 

capacity of the IMP and participate in projects of greater 

magnitude, like shale gas exploration, technological tests 

for hydrocarbon recovery, and the creation of an o�shore 

technology centre. 

More researchers coming from national and foreign 

centers should be incorporated in the research and 

technological development e�orts in order to strengthen 

project execution capacity. Cooperation with Pemex 

will always be indispensable to the work of the IMP. 

However, this does not prevent collaboration with 

national or foreign research centres to make the most 

of the knowledge generated outside of our institution, 

share the risk or decrease the time in the implementation 

of results.

Q. How has the role that the Mexican Petroleum Institute 

(IMP) plays in technology development for the oil and gas 

industry changed over time?

A: Since it was recognized as a public research center on 

August 18th 2000, the IMP received new tasks, like the 

granting of academic grades, the commercialization of 

research results and technological development, as well 

as the signing of strategic and technological alliances. 

Currently, the IMP’s mission is to transform technology 

knowledge into value-added services for the oil industry.  

Pemex participates together with the IMP in the selection 

and the follow-up of research and technological 

development projects, through the Innovation, Research 

and Solutions Committee (CIIS). Likewise, the IMP director 

is the sponsor of Pemex’s process for administrating 

technological assets. The key criterion in terms of the cost-

benefit analysis of technology development programmes 

is the alignment of projects with Pemex’s business plan 

and strategic technological programme. Factors like 

technological content, the innovation grade, the solidity of 

the research group and the internal rate of return are taken 

into account when selecting a project.

The participation of Mexico’s Energy Ministry as sector 

coordinator is of vital importance. Currently, the  

IMP participates in the execution of projects financed by 

the Sener-Conacyt Hydrocarbons and Sustainable Energy 

funds, in which institutions of the public and private  

sectors also participate. These funds have helped 

establish a very important collaboration network in the 

hydrocarbons sector.

Q: What contribution to the development of human 

resources in the oil industry does the IMP currently make?

A: With the development of the oil industry’s human 

capital, in general, the IMP aims to improve the 

performance of the people in administrative and 

productive processes, as it contributes to strengthening 

the energy industry. The professional training aligns and 

develops itself hand in hand with the necessities of the 

di�erent areas of Pemex. 

A key element in this area is without doubt our institutional 

Re-examination of the strategy stems from the fact 

that the complexity of Chicontepec’s geology made the 

initially applied reservoir data collection, drilling, and 

production technologies less e�ective than originally 

anticipated. The reserves held in the basin are located 

in very small pockets, which make it di�cult to maintain 

well pressure for long periods of time. Chicontepec will 

require a number of di�erent technologies if Pemex 

wishes to optimize the exploitation of the reserves. 

These would include 3D seismic for further exploration, 

as well as characterization of the fracture systems in the 

geology. Pemex will also have to employ horizontal and 

multilateral drilling techniques if it wants to find a more 

e�ective way to exploit its reserves than the previous 

approach that was halted by the CNH’s critiques. 

In order to manage production, Pemex will have to 

investigate the use of water production management 

and disposal, as well as artificial lift systems. Later in the 

life of Chicontepec wells, Pemex may also have to look 

at processes that can boost secondary recovery, such 

as water flood programmes, thermal methods, chemical 

processes, and CO2 injection.

Challenge 3: New Frontiers

As well as dealing with its production problems at existing 

fields, Pemex is increasing its exploration activity in new 

areas. Pemex’s deepwater assets are seen by many as 

one of the best opportunities for increasing the country’s 

oil reserves and safeguarding Mexico’s long-term oil 

production. However, the NOC has yet to discover any 

commercially viable oil reserves in deepwater. Until this 

happens, deepwater development will progress slowly. 

In the meantime, Pemex must deal with preparing itself 

for the day when oil is discovered in deepwater. Prior to 

beginning deepwater production, any company must solve 

the problems resulting from operating in increased water 

depth, high pressures, low temperatures, a harsher o�shore 

environment, and the installation and maintenance of 

o�shore production solutions. 

The way forward

There are three options for Pemex to tackle such imposing 

technological hurdles. The first is with solutions that can 

be developed in-house by Pemex. The second option is 

working with Pemex’s R&D vehicle, the Mexican Petroleum 

Institute (IMP), and the research institutes under Conacyt 

(National Council of Science and Technology). In other 

areas, though, Pemex will be forced to rely on international 

oil companies and oilfield service companies to bring their 

technology to Mexico to tackle technological challenges, 

ranging from setting up deepwater production to taking on 

some of the biggest enhanced oil recovery challenges that 

Mexico’s fields have to o�er.

In the years to come, Pemex must deal with the challenges 

of optimizing long-term production at Cantarell,  

Ku-Maloob-Zaap and other mature fields, overcoming 

production challenges in fields with complex geologies 

such as Chicontepec, and developing new fields in areas 

where the company has little operational experience. 

Challenge 1: Mature fields

Pemex faces the challenge of technological obsolescence 

in its shallow water o�shore fields such as Cantarell, once 

relied on for such a large percentage of the company’s 

annual production. Some of the problems at Cantarell have 

already been successfully tackled. Since 2000, Pemex has 

been using nitrogen injection to combat a drop in reservoir 

pressure exceeding 60%, which led to production dropping 

to 25% of previous levels. Nitrogen injection was successfully 

chosen as the technique to resolve this issue over water 

injection, which may have a�ected productivity at other 

wells in the basin due to its fractures and fault systems. 

Reservoir pressure was restored, but in 2004 Cantarell 

reached its production peak, after which production began 

to decline at a rate of 4.7% in 2005, 11.5% in 2006, 17.2% in 

2007, 30.3% in 2008, 34.2% in 2009, and 22.6% in 2010. 

A number of di�erent technologies have been applied to 

slow the decline of the Cantarell field, such as reservoir 

management solutions, optimized drilling techniques, 

intelligent wells, well interventions and workovers, and 

remote field management systems amongst other solutions. 

Figures released by the National Hydrocarbons Commission 

(CNH) indicate that oil production in Cantarell dropped 

from 558,000 bbl/day in 2010 to 449,000 bbl/day in 2011. 

This 19.5% decrease indicates that the production decline is 

being slowed down, but the continuing decline, Cantarell’s 

January 2012 production reached only 404,000 bbl/day, 

illustrates that production has yet to stabilize and various 

technological challenges remain to be addressed.

In the years to come, many new enhanced oil recovery 

technologies will be examined by Pemex, particularly as it 

now seems likely that Ku-Maloob-Zaap will begin to enter 

its decline phase in the coming years. 

Challenge 2: Geologically challenging fields

Chicontepec is arguably Mexico’s most technologically 

demanding basin. Located onshore, the basin is over 3800km2 

and spans across the states of Veracruz, Puebla and Hidalgo. 

Accounting for 56% of Mexico’s 3P reserves according to 

Pemex, for the last few years Chicontepec has understandably 

been a lynchpin in Pemex’s exploration strategy. However, 

in April 2010 the Chicontepec development project came 

under heavy criticism by the upstream watchdog CNH, which 

called for a reassessment of the project. 

KEY TECHNOLOGICAL CHALLENGES

MEXICO NEEDS 
WORLD-CLASS 
TECHNOLOGY
EFRÉN PARADA ARIAS
Director General of Instituto Mexicano del Petróleo (IMP)

C-0018, Mexico Oil & Gas Review (2012)
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capabilities by working alongside international technology 

providers, Domínguez Vargas says, “There is a lot that 

the CNH, Pemex and IMP can do. I do not like the idea 

of bringing in international companies to apply their 

technology without any kind of partnership at the local 

level, because that strategy does not leave anything 

behind for the Mexican people. The best option would 

be collaborations that include a stipulation regarding 

national content and technology sharing. These type 

of arrangements lie within the reach of Mexico’s larger 

petroleum institutions.”

Eduardo Camero Godínez, Director General in charge of 

Exploration and Production at Mexico’s Energy Ministry, 

echoes the views of Domínguez Vargas regarding the 

need for Pemex to learn from companies with international 

experience in terms of technology development: “It is part 

of Pemex’s optimization process to investigate where and 

how other companies have previously developed expertise, 

and how it can attract these companies. From here, both 

Pemex and the industry as a whole have to develop on 

their own. The industry needs to see the alternatives and 

what the cost would be of developing its own technology.”

Domínguez Vargas thinks a new generation of 

engineers in the Mexican oil and gas industry will also 

be instrumental in the adoption of new techniques and 

technologies from international companies. Younger 

engineers may be more familiar with or open to new 

techniques. He explains that one of the priorities for the 

AIPM is to help train both generations within Pemex; 

from the young generation, the older can learn about 

new technologies and international best practices, and 

from the older generation, the younger can gain an in-

depth understanding of the particularities of the Mexican 

oil and gas industry. “People are retiring from Pemex 

and they are not leaving anything behind for the new 

generations. One of the roles of AIPM is to encourage 

some of these experienced people that are already 

retired or about to retire to teach and become mentors 

to the younger generation of Pemex. At the same time, 

the younger generation has the opportunity to become 

the catalyst for international technology cooperation,” 

says the AIPM President.

“We are trying to be more open 

to the idea of international 

cooperation, but not all of 

our members agree with 

our strategy,” says Guillermo 

Cruz Domínguez Vargas, 

President of the Asociación 

de Ingenieros Petroleros de 

México (Association of Mexican 

Petroleum Engineers - AIPM). 

The association watches out for the interests of petroleum 

engineers, geologists, geophysicists, chemical engineers, 

mechanical engineers and civil engineers working 

for Pemex, Instituto Mexicano del Petroleó (Mexico’s 

Petroleum Institute - IMP) and Mexico’s universities. “Some 

of our members have strong ties to history. Many of our 

members, some already retired, are against the change. 

However, Mexico has to be more open to the idea of 

having more companies from abroad - whether Canadian, 

US, South American or European - because Pemex just has 

too many things to do. As an association, we must help 

them to have the intention to be more open to receive 

companies from abroad. Many of our members are against 

the integrated service contracts because they think that 

Pemex can do everything by itself, but I do not believe that 

to be the case.”

Domínguez Vargas, who is also a Commissioner at the 

CNH, says that the question of where Pemex most needs 

international technology is simple to answer: “Deepwater, 

definitely. They might also need technology in mature 

fields and shale gas, as well as in enhanced oil recovery, 

both in mature fields and fields like Ku-Maloob-Zaap.” 

The CNH Commissioner and AIPM President gives 

the example of Pemex’s own assessments regarding 

technology adoption and those of the international 

industry to explain that, despite what it thinks, Mexico 

needs help from foreign partners. “I worked at Pemex 

for 34 years and only a few horizontal wells were drilled 

in this time. If you look at the industry abroad, some of 

the fields have been developed by only drilling horizontal 

wells. Pemex says that they have a lot of horizontal wells, 

but they really only have a few.”

Although the AIPM is jointly responsible for organizing the 

annual Mexican Petroleum Exhibition and Congress, an 

event that brings international companies to the Mexican 

market every year, he believes that it should be more a 

concern of Mexico’s larger oil and gas players to develop 

relationships with international companies for technology 

transfer. Regarding development of a long-term plan 

for Mexican companies to strengthen technological 

MEXICO’S CALL FOR INTERNATIONAL
TECHNOLOGY COOPERATION

PRODUCTION COST PER BARREL (USD per BOE)

2006 4.40

2007 4.85

2008 6.14

2009 4.85

2010 5.22

COMPARED TO OTHER COMPANIES IN 2010  
(USD per BOE)

Pemex 5.22

ExxonMobil 8.14

Shell 9.10

Petrobras 10.30

Chevron 10.96

PEMEX’S EXECUTION CAPABILITIES 

BRIDGING THE GENERATION GAP

only be able to do this by using the right contracting models 

with international oil companies, a well-planned and well-

negotiated adoption of new technologies where needed, 

and in-house development of techniques where possible. 

Industry Perspective: Juan Carlos Zepeda Molina, CNH
“Pemex’s main challenge is a challenge of management 

rather than of technology or human resources. The current 

objective of the company and the resulting decision 

making process revolves around maximising production in 

the short-term. The CNH needs to make sure that in future, 

Mexico’s oil and gas fields are exploited in the long-term 

best interests of Mexico.”

of knowledge, inter-relationships and self-knowledge.”

In the quest to finding a new approach to bridging the gap 

between di�erent generations, Guillermo Cruz Domínguez 

Vargas, Commissioner at the CNH and President of the 

Asociación de Ingenieros Petroleros de México (Mexican 

Petroleum Engineers Association - AIPM), believes that the 

solution lies in the implementation of a programme where 

the talents and expertise of one generation are passed on to 

the next. Simply put, Pemex should find a way to recycle the 

workers’ abilities before they decide to leave the company. 

“People are retiring from Pemex and they are not leaving 

anything behind for the new generations,” Domínguez 

Vargas says. “AIPM is trying to set up a programme in which 

retired workers or workers who are about to retire become 

mentors for the younger workers. At present, we have them 

teaching courses and seminars at Pemex. It is in Pemex’s 

best interest to have some of their experienced workers stay 

with the company after they retire and help the younger 

workers learn at least a little bit from their experience.” 

On paper, Pemex’s operational performance is ranked 

high on a production cost per barrel basis in comparison 

to other NOCs and IOCs (see boxes below). Pemex’s 

figures from 2010 show that the company has managed 

to keep its production costs below those of Total, second 

on the rankings, since 2006. However, it is worth noting 

the reasons for such low production costs. For many 

years, a large percentage of Pemex’s crude output has 

come from the Cantarell field, where Pemex has not had 

to invest significantly in development in order to produce 

vast quantities of oil. The exploitation of this shallow water 

field was a process started by Pemex following Cantarell’s 

discovery in 1976, it is therefore reasonable to expect that 

by 2011 Pemex would have found the time to perfect this 

process and drive costs as low as possible and write o� a 

substantial part of infrastructure investment.

One interesting name on the list of oil companies is 

Petrobras, a national oil company that for some years now 

has been focused on developing Brazil’s deepwater assets. 

Their production cost per barrel is higher than almost all 

of the supermajors, because Petrobras has had to invest in 

technologies and partnerships in order to develop and put 

into production Brazil’s deepwater reserves. Many of the 

other names on the list are companies that have deepwater 

activities. Once Pemex makes the jump to deepwater, it will 

almost definitely lose its place at the top of the list of most 

cost-e�cient producers. The challenge will be to maintain 

costs in line with other national oil companies, and it will 

The 74th anniversary of Pemex’s creation is fast 

approaching.  It is very hard to adapt the overall mindset 

of a company as old and traditional as Pemex to current 

times. The oil and gas industry is rapidly evolving and 

new technologies are employed every day. In order to 

ensure its success and to maintain international standards, 

Pemex must be up to date with all the latest advances. 

This is likewise applicable to the company’s workers; it 

must create a smooth transition between old and young 

generations. “Mexico needs a modernized Pemex that 

invests in and grants opportunities to the new generations 

of engineers,” says Gustavo Hernández García, President 

of the College of Petroleum Engineers in Mexico (CIPM). 

Saúl Sánchez Somera, partner at BIC Consulting, adds that, 

“The younger generation of engineers can be easily trained, 

but they lack experience. On the other hand, the older 

generation of engineers have years and years of experience 

but are often not as competent with technology. At this point, 

our best option is training and staying focused on the four key 

areas proposed by the United Nations: knowledge, application 

Source: Pemex

C-0018, Mexico Oil & Gas Review (2012)
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capabilities by working alongside international technology 

providers, Domínguez Vargas says, “There is a lot that 

the CNH, Pemex and IMP can do. I do not like the idea 

of bringing in international companies to apply their 

technology without any kind of partnership at the local 

level, because that strategy does not leave anything 

behind for the Mexican people. The best option would 

be collaborations that include a stipulation regarding 

national content and technology sharing. These type 

of arrangements lie within the reach of Mexico’s larger 

petroleum institutions.”

Eduardo Camero Godínez, Director General in charge of 

Exploration and Production at Mexico’s Energy Ministry, 

echoes the views of Domínguez Vargas regarding the 

need for Pemex to learn from companies with international 

experience in terms of technology development: “It is part 

of Pemex’s optimization process to investigate where and 

how other companies have previously developed expertise, 

and how it can attract these companies. From here, both 

Pemex and the industry as a whole have to develop on 

their own. The industry needs to see the alternatives and 

what the cost would be of developing its own technology.”

Domínguez Vargas thinks a new generation of 

engineers in the Mexican oil and gas industry will also 

be instrumental in the adoption of new techniques and 

technologies from international companies. Younger 

engineers may be more familiar with or open to new 

techniques. He explains that one of the priorities for the 

AIPM is to help train both generations within Pemex; 

from the young generation, the older can learn about 

new technologies and international best practices, and 

from the older generation, the younger can gain an in-

depth understanding of the particularities of the Mexican 

oil and gas industry. “People are retiring from Pemex 

and they are not leaving anything behind for the new 

generations. One of the roles of AIPM is to encourage 

some of these experienced people that are already 

retired or about to retire to teach and become mentors 

to the younger generation of Pemex. At the same time, 

the younger generation has the opportunity to become 

the catalyst for international technology cooperation,” 

says the AIPM President.

“We are trying to be more open 

to the idea of international 

cooperation, but not all of 

our members agree with 

our strategy,” says Guillermo 

Cruz Domínguez Vargas, 

President of the Asociación 

de Ingenieros Petroleros de 

México (Association of Mexican 

Petroleum Engineers - AIPM). 

The association watches out for the interests of petroleum 

engineers, geologists, geophysicists, chemical engineers, 

mechanical engineers and civil engineers working 

for Pemex, Instituto Mexicano del Petroleó (Mexico’s 

Petroleum Institute - IMP) and Mexico’s universities. “Some 

of our members have strong ties to history. Many of our 

members, some already retired, are against the change. 

However, Mexico has to be more open to the idea of 

having more companies from abroad - whether Canadian, 

US, South American or European - because Pemex just has 

too many things to do. As an association, we must help 

them to have the intention to be more open to receive 

companies from abroad. Many of our members are against 

the integrated service contracts because they think that 

Pemex can do everything by itself, but I do not believe that 

to be the case.”

Domínguez Vargas, who is also a Commissioner at the 

CNH, says that the question of where Pemex most needs 

international technology is simple to answer: “Deepwater, 

definitely. They might also need technology in mature 

fields and shale gas, as well as in enhanced oil recovery, 

both in mature fields and fields like Ku-Maloob-Zaap.” 

The CNH Commissioner and AIPM President gives 

the example of Pemex’s own assessments regarding 

technology adoption and those of the international 

industry to explain that, despite what it thinks, Mexico 

needs help from foreign partners. “I worked at Pemex 

for 34 years and only a few horizontal wells were drilled 

in this time. If you look at the industry abroad, some of 

the fields have been developed by only drilling horizontal 

wells. Pemex says that they have a lot of horizontal wells, 

but they really only have a few.”

Although the AIPM is jointly responsible for organizing the 

annual Mexican Petroleum Exhibition and Congress, an 

event that brings international companies to the Mexican 

market every year, he believes that it should be more a 

concern of Mexico’s larger oil and gas players to develop 

relationships with international companies for technology 

transfer. Regarding development of a long-term plan 

for Mexican companies to strengthen technological 
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only be able to do this by using the right contracting models 

with international oil companies, a well-planned and well-

negotiated adoption of new technologies where needed, 

and in-house development of techniques where possible. 

Industry Perspective: Juan Carlos Zepeda Molina, CNH
“Pemex’s main challenge is a challenge of management 

rather than of technology or human resources. The current 

objective of the company and the resulting decision 

making process revolves around maximising production in 

the short-term. The CNH needs to make sure that in future, 

Mexico’s oil and gas fields are exploited in the long-term 

best interests of Mexico.”

of knowledge, inter-relationships and self-knowledge.”

In the quest to finding a new approach to bridging the gap 

between di�erent generations, Guillermo Cruz Domínguez 

Vargas, Commissioner at the CNH and President of the 

Asociación de Ingenieros Petroleros de México (Mexican 

Petroleum Engineers Association - AIPM), believes that the 

solution lies in the implementation of a programme where 

the talents and expertise of one generation are passed on to 

the next. Simply put, Pemex should find a way to recycle the 

workers’ abilities before they decide to leave the company. 

“People are retiring from Pemex and they are not leaving 

anything behind for the new generations,” Domínguez 

Vargas says. “AIPM is trying to set up a programme in which 

retired workers or workers who are about to retire become 

mentors for the younger workers. At present, we have them 

teaching courses and seminars at Pemex. It is in Pemex’s 

best interest to have some of their experienced workers stay 

with the company after they retire and help the younger 

workers learn at least a little bit from their experience.” 

On paper, Pemex’s operational performance is ranked 

high on a production cost per barrel basis in comparison 

to other NOCs and IOCs (see boxes below). Pemex’s 

figures from 2010 show that the company has managed 

to keep its production costs below those of Total, second 

on the rankings, since 2006. However, it is worth noting 

the reasons for such low production costs. For many 

years, a large percentage of Pemex’s crude output has 

come from the Cantarell field, where Pemex has not had 

to invest significantly in development in order to produce 

vast quantities of oil. The exploitation of this shallow water 

field was a process started by Pemex following Cantarell’s 

discovery in 1976, it is therefore reasonable to expect that 

by 2011 Pemex would have found the time to perfect this 

process and drive costs as low as possible and write o� a 

substantial part of infrastructure investment.

One interesting name on the list of oil companies is 

Petrobras, a national oil company that for some years now 

has been focused on developing Brazil’s deepwater assets. 

Their production cost per barrel is higher than almost all 

of the supermajors, because Petrobras has had to invest in 

technologies and partnerships in order to develop and put 

into production Brazil’s deepwater reserves. Many of the 

other names on the list are companies that have deepwater 

activities. Once Pemex makes the jump to deepwater, it will 

almost definitely lose its place at the top of the list of most 

cost-e�cient producers. The challenge will be to maintain 

costs in line with other national oil companies, and it will 

The 74th anniversary of Pemex’s creation is fast 

approaching.  It is very hard to adapt the overall mindset 

of a company as old and traditional as Pemex to current 

times. The oil and gas industry is rapidly evolving and 

new technologies are employed every day. In order to 

ensure its success and to maintain international standards, 

Pemex must be up to date with all the latest advances. 

This is likewise applicable to the company’s workers; it 

must create a smooth transition between old and young 

generations. “Mexico needs a modernized Pemex that 

invests in and grants opportunities to the new generations 

of engineers,” says Gustavo Hernández García, President 

of the College of Petroleum Engineers in Mexico (CIPM). 

Saúl Sánchez Somera, partner at BIC Consulting, adds that, 

“The younger generation of engineers can be easily trained, 

but they lack experience. On the other hand, the older 

generation of engineers have years and years of experience 

but are often not as competent with technology. At this point, 

our best option is training and staying focused on the four key 

areas proposed by the United Nations: knowledge, application 
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“IF MEXICO BECOMES A NET OIL IMPORTER WE ARE GOING TO HAVE AN 

ECONOMIC CRISIS OF TREMENDOUS PROPORTIONS, BECAUSE WE ARE GOING 

TO BE FISCALLY BANKRUPT, AND THE STATES IN MEXICO DEPEND LARGELY ON 

THE FINANCE PROVIDED BY THE FEDERAL GOVERNMENT”
- Miriam Grunstein, Division of Legal Studies at CIDE

with competition policy, with the monopolies and about 

reducing their power and actually forcing them to pay their 

fair share.” Wood also says that Pemex might be able to 

diversify its own income stream by focusing on shale gas 

development in the next years, thus also diversifying the  

government’s revenue.

Further reform of the energy sector would also be 

necessary in order to prevent Mexico’s oil production from 

being insu�cient to cover the country’s oil demand. If the 

technology needed to enhance production is required in 

the next three or four years, then it has to come from joint 

ventures with other companies, according to Wood.  “And 

I think the only way that this is going to happen is through 

constitutional reform,” he says.

The pessimistic scenario that Mexico becomes a net 

oil importer would be damaging on an international 

geopolitical level. However, in terms of relations with 

the United States, although it would weaken relations, it 

would not matter as much as a few years ago, according to 

Wood. He says that the US is not as worried about Mexican 

oil production anymore, because of Canadian tar sands, 

domestic oil development and energy e�ciency, among 

other things. “The big issue in Mexican-US relations is 

going to be security. Oil matters, but it is not as crucial as 

it once was,” Wood says.

Asked about how being a net importer would potentially 

impact Mexico’s positions on financial markets, Wood 

says that it all depends upon whether the Mexican 

government has replaced the income with other fiscal 

sources. “If it hasn’t, it’s going to be very damaging,” 

he says, “But let’s remember that over the past three 

years, since the financial crisis of 2008, Mexico has 

essentially been a darling of the financial markets. It 

has done everything absolutely right - look at the fiscal 

position of the government in terms of its debt levels, 

and its tiny deficit.  Mexico is one of the golden children 

of the international financial system right now.” While 

the world increasingly considers Mexico to be a healthy 

economy, with sound fiscal management in the past 

years gaining the country a strong reputation, winding 

down its budgetary dependence on Pemex might prove 

to be an even tougher financial and political test.

Pemex’s taxes account for more than a third of  

Mexican federal government revenues. The heavy 

production decline of the NOC is therefore of great 

relevance for the country’s economy, fiscal situation and  

geopolitical position. 

According to Pemex statistics, the company’s total crude 

oil production went down from 3.38 million bbl/day in 

2004 to just 2.55 million bbl/day in 2011. This evolution 

is largely due to the once fruitful Cantarell field, whose 

production declined drastically from 2.14 million bbl/day 

in 2004 to 558,000 bbl/day in 2010. Other fields like Ku-

Maloob-Zaap have seen their production increase, but 

not enough to sustain total production levels until now. 

Some pessimistic scenarios predict that, if there aren’t 

any changes, Mexico might become a net oil importer in 

the next decade. 

“If Mexico becomes a net oil importer we are going to have 

an economic crisis of tremendous proportions, because 

we are going to be fiscally bankrupt, and the states in 

Mexico depend largely on the finance provided by the 

federal government,” says Miriam Grunstein, Division of 

Legal Studies at CIDE, “and political control of the state 

depends on how much the federal government gives to 

the states, and to the municipalities.”

Duncan Wood, Director of the International Relations 

programme at ITAM, thinks that a fiscal reform is needed 

to diversify government income sources and also take the 

load o� Pemex. Theoretically, this reform was urgent a long 

time ago, but action has been delayed by rising Pemex 

revenue and resulting federal tax income due to high oil 

prices. “And that’s the problem in Mexico: until there is an 

actual crisis, we don’t have to do anything,” says Wood. “If 

the direst predictions are correct, and Mexico becomes a 

net importer, then it’s very urgent. But very urgent means 

2015 or 2016, maybe 2020. Pemex is doing everything 

it can to keep its numbers up and it is doing a pretty  

good job.”

Wood points out that there has been some positive 

progress on diversifying the government’s fiscal revenue. 

“They have managed to increase their tax take from 

9.5% to over 10%. That is good. We’re moving slowly in 

the right direction, but a lot more needs to be done,” 

he says. “A lot depends upon what you are going to do 
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CRUDE OIL EXPORTS

CONTRIBUTION OF PEMEX TO MEXICAN EXPORTS
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“IF MEXICO BECOMES A NET OIL IMPORTER WE ARE GOING TO HAVE AN 

ECONOMIC CRISIS OF TREMENDOUS PROPORTIONS, BECAUSE WE ARE GOING 

TO BE FISCALLY BANKRUPT, AND THE STATES IN MEXICO DEPEND LARGELY ON 

THE FINANCE PROVIDED BY THE FEDERAL GOVERNMENT”
- Miriam Grunstein, Division of Legal Studies at CIDE

with competition policy, with the monopolies and about 

reducing their power and actually forcing them to pay their 

fair share.” Wood also says that Pemex might be able to 

diversify its own income stream by focusing on shale gas 

development in the next years, thus also diversifying the  

government’s revenue.

Further reform of the energy sector would also be 

necessary in order to prevent Mexico’s oil production from 

being insu�cient to cover the country’s oil demand. If the 

technology needed to enhance production is required in 

the next three or four years, then it has to come from joint 

ventures with other companies, according to Wood.  “And 

I think the only way that this is going to happen is through 

constitutional reform,” he says.

The pessimistic scenario that Mexico becomes a net 

oil importer would be damaging on an international 

geopolitical level. However, in terms of relations with 

the United States, although it would weaken relations, it 

would not matter as much as a few years ago, according to 

Wood. He says that the US is not as worried about Mexican 

oil production anymore, because of Canadian tar sands, 

domestic oil development and energy e�ciency, among 

other things. “The big issue in Mexican-US relations is 

going to be security. Oil matters, but it is not as crucial as 

it once was,” Wood says.

Asked about how being a net importer would potentially 

impact Mexico’s positions on financial markets, Wood 

says that it all depends upon whether the Mexican 

government has replaced the income with other fiscal 

sources. “If it hasn’t, it’s going to be very damaging,” 

he says, “But let’s remember that over the past three 

years, since the financial crisis of 2008, Mexico has 

essentially been a darling of the financial markets. It 

has done everything absolutely right - look at the fiscal 

position of the government in terms of its debt levels, 

and its tiny deficit.  Mexico is one of the golden children 

of the international financial system right now.” While 

the world increasingly considers Mexico to be a healthy 

economy, with sound fiscal management in the past 

years gaining the country a strong reputation, winding 

down its budgetary dependence on Pemex might prove 

to be an even tougher financial and political test.

Pemex’s taxes account for more than a third of  

Mexican federal government revenues. The heavy 

production decline of the NOC is therefore of great 

relevance for the country’s economy, fiscal situation and  

geopolitical position. 

According to Pemex statistics, the company’s total crude 

oil production went down from 3.38 million bbl/day in 

2004 to just 2.55 million bbl/day in 2011. This evolution 

is largely due to the once fruitful Cantarell field, whose 

production declined drastically from 2.14 million bbl/day 

in 2004 to 558,000 bbl/day in 2010. Other fields like Ku-

Maloob-Zaap have seen their production increase, but 

not enough to sustain total production levels until now. 

Some pessimistic scenarios predict that, if there aren’t 

any changes, Mexico might become a net oil importer in 

the next decade. 

“If Mexico becomes a net oil importer we are going to have 

an economic crisis of tremendous proportions, because 

we are going to be fiscally bankrupt, and the states in 

Mexico depend largely on the finance provided by the 

federal government,” says Miriam Grunstein, Division of 

Legal Studies at CIDE, “and political control of the state 

depends on how much the federal government gives to 

the states, and to the municipalities.”

Duncan Wood, Director of the International Relations 

programme at ITAM, thinks that a fiscal reform is needed 

to diversify government income sources and also take the 

load o� Pemex. Theoretically, this reform was urgent a long 

time ago, but action has been delayed by rising Pemex 

revenue and resulting federal tax income due to high oil 

prices. “And that’s the problem in Mexico: until there is an 

actual crisis, we don’t have to do anything,” says Wood. “If 

the direst predictions are correct, and Mexico becomes a 

net importer, then it’s very urgent. But very urgent means 

2015 or 2016, maybe 2020. Pemex is doing everything 

it can to keep its numbers up and it is doing a pretty  

good job.”

Wood points out that there has been some positive 

progress on diversifying the government’s fiscal revenue. 

“They have managed to increase their tax take from 

9.5% to over 10%. That is good. We’re moving slowly in 

the right direction, but a lot more needs to be done,” 

he says. “A lot depends upon what you are going to do 
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In 2011 oil prices remained volatile, mainly as a result of 

geopolitical risk in various oil producing countries in North 

Africa and the Middle East, as well as uncertainty about the 

global economic growth and the recovery of the US and 

the European economies. Throughout the year, increasing 

global demand largely driven by emerging economies 

resulted in a rise in the crude oil price that pushed the 

average price of the Mexican crude oil basket above 

US$100 per barrel for the year. Gas prices continued to be 

exposed to the downward trend in North America, following 

increased supply in the United States and Canada.

It is worth noting that the average exchange rate for the year 

was lower than in the previous year. The drop from 12.35 MX$/

US$ to 13.99 MX$/US$ in the second half of 2011, a�ected 

the annual financial results of Pemex. (Refer to the article on 

page 31 for more information on the impact of the exchange 

rate on the financial performance of Pemex in 2011.)

Pemex’s revenue from sales and services increased from 

MX$1.28 trillion (US$100 billion) in 2010 to MX$1.56 trillion 

(US$120 billion) in 2011. This 21.6% increase (see table on 

page 31) was the result of stable crude oil production at 

2.55 million bbl/day combined with an increase in the crude 

oil price. The increase in revenue from sales was partially 

due to the higher prices and an increase in sales volume 

in the Mexican market, which resulted in a revenue growth 

of MX$95.3 billion (US$7.29 billion).  On the other hand, 

export sales were the primary driver revenue growth and 

showed an increase of 30.4%, which resulted in an increase 

in revenue of MX$180.1 billion (US$13.7 billion). This was the 

result of a 39.9% increase in the price of the Mexican crude 

oil basket from US$72.1 in 2010 to US$100.9 in 2011, while 

the e�ect was partially o�set by a decrease of 1.7% in the 

volume of exports which averaged 1.33 million bbl/day. 

Total operating income for 2011 increased by 24.3% as 

a result of both the revenue increase and a decrease in 

The cost of financing reached MX$91.6 billion (US$7.01 

billion) in 2011, rising by MX$78.9 billion (US$6.04 

billion) compared with 2010. This variation is due mainly 

to the negative correlation between the Mexican peso 

to American dollar exchange rate and Pemex’s interest 

payments on dollar denominated debt instruments.

The depreciation of the Mexican peso relative to the 

American dollar, going from 12.36 MX$/US$ at the end of 

2010 to 13.99 MX$/US$ at the end of 2011, had a direct 

negative impact of MX$58.8 billion (US$4.5 billion). When 

combined with a positive exchange rate e�ect in 2010 of 

MX$20.2 billion (US$1.55 billion), the year-on-year negative 

impact of the exchange rate on financing costs reaches the 

abovementioned MX$78.9 billion (US$6.04 billion).

When breaking down the impact of the exchange rate 

variation in 2011 (see the diagram below), it becomes 

general expenses of 7.6% due to a decrease in distribution 

and administration expenses of 5.8% and 4.8% respectively. 

Earnings before interest, taxes, depreciation, and 

amortization (EBITDA), which reflects the company’s cash 

flow generation capacity, grew to MX$1.08 trillion (US$80 

billion) and confirmed that Pemex’s cash-flow could support 

the levels of investment required to pursue the company’s 

stated objective of returning oil production to 3 million bbl/

day provided that its heavy tax burden is reduced. Over 

2011, Pemex experienced a decrease of 1.8% in amortization 

costs and 10.4% in the net cost of employee benefits. 

Pemex’s 2011 trade balance for refined products reported 

a deficit increase of US$7.62 billion compared with the 

previous year. In 2011, Pemex exported 184,800 bbl/day of 

refined products with a total value of US$6.21 billion, while 

importing US$29.40 billion of refined product primarily 

to meet Mexico’s gasoline and fuel oil demand, resulting 

in a trade deficit of US$23.19 billion. Pemex’s overall trade 

balance for 2011 showed a surplus of US$24.996 billion based 

on total exports including crude oil reaching US$55.796 

billion while spending on imports equalled US$30.801 billion.

Pemex has the mandate to contribute to Mexico’s public 

finances. In 2011, its contribution to the federal budget hit 

a record high of MX$876 billion (US$67.03 billion) (see 

graph below), substantially exceeding the contribution of 

MX$771 billion (US$58.99 billion) made in 2008. This 33.9% 

increase over the previous year, was primarily driven by the 

upward trend in the global crude oil price. Tax reforms in 

recent years have only had a limited impact on Pemex’s 

ability to retain cash for investment.

Despite increases in revenue and operating profit, Pemex 

registered an overall loss of MX$91.5 billion (US$7 billion), 

caused by both an exchange loss of MX$79 billion 

(US$6.04 billion) compared with 2010, resulting from the 

depreciation of the peso, as well as a higher tax burden. 

apparent that the negative impact of the depreciation of 

the Mexican peso only took e�ect in the second semester 

of 2012. After a gain of MX$10.3 billion (US$790 million) 

in the first quarter and a marginal impact in the second 

quarter, losses of MX$49.2 billion (US$3.76 billion) and 

MX$19.3 billion (US$1.48 billion) were recorded in the third 

and fourth quarters.

After the payment of operating expenditures, debt, interest, 

investments, taxes and duties, Pemex closed the year with a 

cash position of MX$117 billion (US$8.95 billion). The company 

believes that this cash position is su�cient to optimize 

the execution of its financial plan for 2012 in response to 

the market conditions in the international financial arena. 

Pemex’s cash position at the end of 2011 represented a 12.3% 

decrease compared with the previous year. Over the course 

of 2011, Pemex’s consolidated debt increased by 17.8% to 

reach MX$782.8 billion (US$59.89 billion).

2010 2011 1Q11

US$ 12.36 11.97 11.84 13.42 13.99
EUR 16.57 16.86 16.99 18.25 18.16

2Q11 3Q11 4Q11

20,167

10.317

(693)

(49,161)

(19,264)

(58,801)

(78,968)

FINANCIAL HIGHLIGHTS OF 2011

PEMEX TAXES AND DUTIES OBLIGATIONS 2000-2011 (MX$) FINANCIAL IMPLICATION OF EXCHANGE RATE FLUCTUATION (MX$)

EXCHANGE RATE AND COST  
OF FINANCING

Total revenue from sales and services 1,282.1 1,558.4 21.6% 103.8 111.4

Total revenue from sales and services 1,355.6 1,737.3 28.2% 109.7 124.2

Gross Income 652.3 777.8 19.2% 52.8 55.6

Operating Income 548.0 681.4 24.3% 44.3 48.7

Income before Taxes and Duties 609.2 784.5 28.8% 49.3 56.1

Taxes and Duties 654.1 876.0 33.9% 53.0 62.6

Net Income (loss) (44.9) (91.5) (103.8%) (3.6) (6.5)

EBITDA 831.9 1,076.8 29.4% 67.3 76.9

VARIATION(billion MX$) (billion US$)
2010 20102011 2011

2000

293,768
263,462

293,591

382,443

474,334

580,629 582,855

677,256

771,702

546,633

654,141

876,016

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Source: Pemex

Source: Pemex

Source: Pemex
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In 2011 oil prices remained volatile, mainly as a result of 

geopolitical risk in various oil producing countries in North 

Africa and the Middle East, as well as uncertainty about the 

global economic growth and the recovery of the US and 

the European economies. Throughout the year, increasing 

global demand largely driven by emerging economies 

resulted in a rise in the crude oil price that pushed the 

average price of the Mexican crude oil basket above 

US$100 per barrel for the year. Gas prices continued to be 

exposed to the downward trend in North America, following 

increased supply in the United States and Canada.

It is worth noting that the average exchange rate for the year 

was lower than in the previous year. The drop from 12.35 MX$/

US$ to 13.99 MX$/US$ in the second half of 2011, a�ected 

the annual financial results of Pemex. (Refer to the article on 

page 31 for more information on the impact of the exchange 

rate on the financial performance of Pemex in 2011.)

Pemex’s revenue from sales and services increased from 

MX$1.28 trillion (US$100 billion) in 2010 to MX$1.56 trillion 

(US$120 billion) in 2011. This 21.6% increase (see table on 

page 31) was the result of stable crude oil production at 

2.55 million bbl/day combined with an increase in the crude 

oil price. The increase in revenue from sales was partially 

due to the higher prices and an increase in sales volume 

in the Mexican market, which resulted in a revenue growth 

of MX$95.3 billion (US$7.29 billion).  On the other hand, 

export sales were the primary driver revenue growth and 

showed an increase of 30.4%, which resulted in an increase 

in revenue of MX$180.1 billion (US$13.7 billion). This was the 

result of a 39.9% increase in the price of the Mexican crude 

oil basket from US$72.1 in 2010 to US$100.9 in 2011, while 

the e�ect was partially o�set by a decrease of 1.7% in the 

volume of exports which averaged 1.33 million bbl/day. 

Total operating income for 2011 increased by 24.3% as 

a result of both the revenue increase and a decrease in 

The cost of financing reached MX$91.6 billion (US$7.01 

billion) in 2011, rising by MX$78.9 billion (US$6.04 

billion) compared with 2010. This variation is due mainly 

to the negative correlation between the Mexican peso 

to American dollar exchange rate and Pemex’s interest 

payments on dollar denominated debt instruments.

The depreciation of the Mexican peso relative to the 

American dollar, going from 12.36 MX$/US$ at the end of 

2010 to 13.99 MX$/US$ at the end of 2011, had a direct 

negative impact of MX$58.8 billion (US$4.5 billion). When 

combined with a positive exchange rate e�ect in 2010 of 

MX$20.2 billion (US$1.55 billion), the year-on-year negative 

impact of the exchange rate on financing costs reaches the 

abovementioned MX$78.9 billion (US$6.04 billion).

When breaking down the impact of the exchange rate 

variation in 2011 (see the diagram below), it becomes 

general expenses of 7.6% due to a decrease in distribution 

and administration expenses of 5.8% and 4.8% respectively. 

Earnings before interest, taxes, depreciation, and 

amortization (EBITDA), which reflects the company’s cash 

flow generation capacity, grew to MX$1.08 trillion (US$80 

billion) and confirmed that Pemex’s cash-flow could support 

the levels of investment required to pursue the company’s 

stated objective of returning oil production to 3 million bbl/

day provided that its heavy tax burden is reduced. Over 

2011, Pemex experienced a decrease of 1.8% in amortization 

costs and 10.4% in the net cost of employee benefits. 

Pemex’s 2011 trade balance for refined products reported 

a deficit increase of US$7.62 billion compared with the 

previous year. In 2011, Pemex exported 184,800 bbl/day of 

refined products with a total value of US$6.21 billion, while 

importing US$29.40 billion of refined product primarily 

to meet Mexico’s gasoline and fuel oil demand, resulting 

in a trade deficit of US$23.19 billion. Pemex’s overall trade 

balance for 2011 showed a surplus of US$24.996 billion based 

on total exports including crude oil reaching US$55.796 

billion while spending on imports equalled US$30.801 billion.

Pemex has the mandate to contribute to Mexico’s public 

finances. In 2011, its contribution to the federal budget hit 

a record high of MX$876 billion (US$67.03 billion) (see 

graph below), substantially exceeding the contribution of 

MX$771 billion (US$58.99 billion) made in 2008. This 33.9% 

increase over the previous year, was primarily driven by the 

upward trend in the global crude oil price. Tax reforms in 

recent years have only had a limited impact on Pemex’s 

ability to retain cash for investment.

Despite increases in revenue and operating profit, Pemex 

registered an overall loss of MX$91.5 billion (US$7 billion), 

caused by both an exchange loss of MX$79 billion 

(US$6.04 billion) compared with 2010, resulting from the 

depreciation of the peso, as well as a higher tax burden. 

apparent that the negative impact of the depreciation of 

the Mexican peso only took e�ect in the second semester 

of 2012. After a gain of MX$10.3 billion (US$790 million) 

in the first quarter and a marginal impact in the second 

quarter, losses of MX$49.2 billion (US$3.76 billion) and 

MX$19.3 billion (US$1.48 billion) were recorded in the third 

and fourth quarters.

After the payment of operating expenditures, debt, interest, 

investments, taxes and duties, Pemex closed the year with a 

cash position of MX$117 billion (US$8.95 billion). The company 

believes that this cash position is su�cient to optimize 

the execution of its financial plan for 2012 in response to 

the market conditions in the international financial arena. 
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decrease compared with the previous year. Over the course 

of 2011, Pemex’s consolidated debt increased by 17.8% to 
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2010 2011 1Q11

US$ 12.36 11.97 11.84 13.42 13.99
EUR 16.57 16.86 16.99 18.25 18.16

2Q11 3Q11 4Q11

20,167

10.317

(693)

(49,161)

(19,264)

(58,801)

(78,968)

FINANCIAL HIGHLIGHTS OF 2011

PEMEX TAXES AND DUTIES OBLIGATIONS 2000-2011 (MX$) FINANCIAL IMPLICATION OF EXCHANGE RATE FLUCTUATION (MX$)

EXCHANGE RATE AND COST  
OF FINANCING

Total revenue from sales and services 1,282.1 1,558.4 21.6% 103.8 111.4

Total revenue from sales and services 1,355.6 1,737.3 28.2% 109.7 124.2

Gross Income 652.3 777.8 19.2% 52.8 55.6

Operating Income 548.0 681.4 24.3% 44.3 48.7

Income before Taxes and Duties 609.2 784.5 28.8% 49.3 56.1

Taxes and Duties 654.1 876.0 33.9% 53.0 62.6

Net Income (loss) (44.9) (91.5) (103.8%) (3.6) (6.5)

EBITDA 831.9 1,076.8 29.4% 67.3 76.9

VARIATION(billion MX$) (billion US$)
2010 20102011 2011

2000

293,768
263,462

293,591

382,443

474,334

580,629 582,855

677,256

771,702

546,633

654,141

876,016

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Source: Pemex

Source: Pemex

Source: Pemex
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FINANCING PEMEX’S
GROWTH POTENTIAL

investments. A new tax regime includes a lower tax rate for 

the Chicontepec Basin, as well as o�shore areas. Royalties 

will also be reduced from 2012.

Pemex’s level of indebtedness does cause concern among 

some analysts, and increased to a gross level of US$51.9 

billion in 2011. Pemex also has a substantial pension 

obligation which stood at around US$53.5 billion at the end 

of September 2011, an amount very close to the company’s 

funded debt. Although there has been some discussion 

about pension relief for Pemex, analysts are pessimistic 

about the chances of this occurring. Although the NOC’s 

pension liabilities are not guaranteed by the Mexican 

government, the chances that they would allow Pemex to 

default on its obligations are slim. 

Moody’s currently gives Pemex a stable outlook, with an 

issuer rating of Baa1. According to the ratings agency, this 

is explained by strong implied support and uplift from the 

Mexican government, which has a government bond rating 

of Baa1, but also the high tax burden the company has and 

the e�ect this has on investment levels. Moody’s believes 

that Pemex has maintained solid access to domestic and 

international financing, but at some point in the future it 

could meet market resistance given the large amount of 

debt it needs to issue and rising leverage scenarios. 

As a state-owned entity, Pemex’s ratings are linked to the 

credit profile of Mexico. With Mexico’s economy back on 

a healthy growth path driven by expanding domestic 

demand and rising industrial output, the upcoming July 1st 

presidential election is likely to be a key factor influencing 

Mexico and Pemex’s position in the financial markets  

this year.

The first key to understanding Pemex’s financial situation is 

to recognize the heavy tax burden that the company faces 

annually. It is well documented that Pemex’s pre-tax cash 

flow could support high levels of investment. However, the 

taxation of Pemex accounts for between 30% and 40% of 

Mexican government revenues. In 2011, the amount paid to 

the Mexican Treasury was MX$876 billion (US$68.3 billion). 

With tax revenue of just over 21.01% of GDP, according to 

the OECD Economic Survey 2011, Mexico remains firmly 

at the bottom of the OECD member tax revenue ranking. 

Without the contribution of Pemex, Mexico’s tax revenue 

would only reach 13.52% of GDP, compared to the 34.77% 

of GDP average for the 36 OECD countries, which illustrates 

the complex financial position in which Pemex finds itself.

Since 2007, several changes have been made to the budgetary 

procedure and financial independence of Pemex, but still 

the company’s annual budget is subject to approval by the 

government. In September 2011, the company requested 

a budget for 2012 of MX$346.9 billion (US$26.54 billion) 

to Congress, but received only MX$301.3 billion (US$24.1 

billion) – still up 5% from 2010, but 13% less than the company 

requested. Despite investment limitations resulting from the 

budget approval process, Pemex’s budget increased more 

than fourfold over the 1998-2012 period.

It does seem as though the government is keenly aware 

of the fact that Pemex needs greater autonomy in its 

financial dealings, as the Energy Reform of 2008 and tax 

reforms of 2007 and 2009 show. Today, it is a positive step 

that Pemex is able to set its own budget and lay out its 

own investment plans, even if this budget still has to be 

approved by the government. The company is also able 

to issue debt independently, which will help finance future 

PEMEX 1998-2012 INVESTMENT
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TIMELINE OF KEY 
DEVELOPMENTS

When the shareholder agreement between Pemex and 

Sacyr was announced in late August 2011, the Spanish 

media described it as an assault on Repsol. In general, 

Pemex’s move to enter into a strategic alliance with Sacyr 

and nearly double its stake in Repsol to 9.5% provoked 

strong reactions in Spain, partly based on the fear of losing 

the Spanish origins of the company and the concern that 

Repsol’s business strategy could be influenced too strongly. 

In Mexico, reactions were initially positive and rather 

antagonistic of Repsol’s attempt to stop the alliance. 

However, one of the most common criticisms of Pemex’s 

communication behaviour during the last months, both in 

Mexico and Spain, was that the deal was poorly explained to 

the public and so enflamed speculations and suppositions. 

The goal behind the agreement that forced Pemex to 

indebt itself to pay the US$1.6 billion for the additional 

shares was not made clear to many and this contributed to 

a move away from the initial positive reactions.

Sacyr later had to sell part of it shares back to Repsol, 

forced into it as the company was struggling to pay back 

its debt, thus calling o� the agreement with Pemex. Sacyr 

kept 10% of its shares in Repsol, remaining the second 

largest stakeholder in the Spanish company. Repsol quickly 

resold part of the recently bought shares at a profit.

Repsol and Pemex agreed on an industrial strategic 

alliance in January 2012 that stated that Pemex resolved to 

own not more than 10% of the shares and not less than 5%. 

When the agreement was announced, the Spanish media 

wrote that the two companies had made peace – at least 

for ten years.
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JANUARY 8, 2012

Suárez Coppel announces that Pemex might look to 

increase its stake in Repsol to more than 12% in order to 

gain an extra seat on the board, or alternatively might look 

to decrease its shares to around 6%, bringing its shares in 

line with its current one-seat board representation 

DECEMBER 20, 2011

Sacyr sells half of its 20% stake back to Repsol for US$3.4 

billion in order to refinance its debt, and also calls o� the 

syndication of its voting rights with Pemex

DECEMBER 7, 2011

Indian refining company Essar meets with Pemex to 

announce its intention to buy 10% of Sacyr’s stake in Repsol

OCTOBER 27, 2011

Suárez Coppel is replaced on Repsol’s board by a 

representative of Pemex’s international arm in Spain

OCTOBER 17, 2011

Luís del Rivero, Sacyr’s chairman, is ousted from his 

position in a boardroom coup

OCTOBER 7, 2011

Suárez Coppel says it is ‘ridiculous’ that over 30 years of 

partnership with Repsol has not paid o�

SEPTEMBER 28, 2011

Repsol changes its bylaws to preclude rivals from holding 

positions on its board

AUGUST 29, 2011
Pemex increases its stake in Repsol from 4.88% to 9.5%, 

costing the company US$1.6 billion. Pemex and Sacyr 

sign a shareholder agreement to syndicate their voting 

rights in Repsol. Their combined stake is just under 30% 

of the company, the level at which, under Spanish law, 

the pair would be forced to make an o�er for the rest of 

the company. A joint statement from Pemex and Sacyr 

calls for the Chairman and CEO positions at Repsol to  

be separated.

2006
Sacyr takes a €5 billion loan to increase its stake in Repsol 

to 20%

1979
Pemex is one of the founders of Spanish company Repsol

MARCH 1, 2012

Pemex changes the terms of the strategic alliance, saying 

it will keep its stake between 5% and 10% for just one year, 

with the option to reduce its stake and dissolve the alliance 

after this time. 

JANUARY 25, 2012

Pemex and Repsol sign a strategic industrial alliance, valid 

for ten years, where Pemex promises to own more than 5% 

of Repsol’s shares, but never more than 10%. 

“

”

The recent Pemex acquisition of Repsol shares shows that the NOC wants to 

become a strong partner with a company in order to start developing its expertise 

on deepwater projects, so it can acquire the know-how it cannot acquire on 

Mexican soil because of constitutional impediments. What Mexico needs to do is 

start becoming very active as an apprentice of state or international companies 

that have interesting projects of that kind. But it needs to do it now. 

Miriam Grunstein, Division of Legal Studies, CIDE
(October 17th 2011)

A very interesting example of Pemex’s recent development is the move to increase its stake in Repsol. 

There was definitely an economic rationale behind the move, which Pemex hopes will allow it to take 

control of an entity for ten times less the level of investment that would be needed for doing exactly 

the same with an equivalent company. In addition, the move will allow Pemex to acquire exactly the 

capabilities they need for deepwater exploration. They are also exercising some geopolitical muscle. 

I believe moves like this are indicative of the way that Pemex wants to develop. It is much more 

sophisticated than the Pemex of old, not simply thinking what is needed technically for each field, but 

planning in a very strategic manner. 

“

”

On a strictly financial basis it was a good idea, Pemex bought those shares at an incredibly low price, which shows good business 

sense. People have criticized the fact that Pemex used money that could have been invested into other things here in Mexico to make 

this deal, but as a corporate decision it was an intelligent one. 

However, as a political decision, increasing Pemex’s stake in Repsol looks less good. There are two dimensions to that. One is that 

Pemex and the government clearly did not anticipate the reaction in Spain to the news, and secondly they did not fully anticipate the 

reaction in Mexico. Overall, the initial reaction here in Mexico has been positive. People from across the political spectrum have come 

out in favour of the deal. However, that initial position was subsequently weakened, and Pemex should have done a much better job 

at explaining to the Mexican and Spanish public and Repsol shareholders exactly what the purpose of the deal was, and to make it 

seem like a less threatening exercise. 

Looking back, the handling of public relations was a nightmare; it was badly handled both in Spain and in Mexico. Everyone was 

asking themselves why Pemex was actually doing this, why they were spending billions of dollars to buy these shares. There was no 

thought about preparing the way. Repsol, on the other hand, has done a terrific job on the public relations front, raising this spectre 

of the Mexican NOC taking the company over, and Spain losing a national champion. While it wasn’t a bad idea, it turned out horrible.

Duncan Wood, Director of the International Relations Programme, ITAM
(January 5th 2012)

“

”

Pemex’s investment in Repsol can firstly be seen as a financial investment. It is not the explicit mandate of Pemex to 

look for such investments, but it is not restricted in doing so. It can also be seen as a way to accelerate the adoption 

of technology. Repsol is already active in deepwater and Pemex stands to learn from this. Given the restrictions that 

Pemex has in terms of access to collaborations with companies that have deepwater experience, it could be a great 

benefit for the NOC to see how Repsol operates and takes decisions. Although there were certainly other companies 

Pemex could have done this with, the already-existing tight commercial relationship between the two companies 

made the decision a logical one. Eduardo Camero Godínez, Director General of Exploration and Exploitation, SENER  
(December 7th 2011)

“

”

To be honest, I don’t know what the strategy was behind 

Pemex’s acquisition of Repsol shares. I don’t understand it. If 

I would have had to choose, I would have invested in a project 

in Brazil, in order to learn more about deepwater, because I 

don’t believe that Spain can teach Mexico anything about the 

oil and gas industry. Juan Carlos del Río González, Director General, IECESA
(November 23rd 2011)

David Enríquez, Partner, Goodrich, Riquelme y Asociados
(September 28th 2011)

”
“PEMEX & REPSOL: A TURBULENT HISTORY

C-0018, Mexico Oil & Gas Review (2012)



TIMELINE OF KEY 
DEVELOPMENTS

When the shareholder agreement between Pemex and 

Sacyr was announced in late August 2011, the Spanish 

media described it as an assault on Repsol. In general, 

Pemex’s move to enter into a strategic alliance with Sacyr 

and nearly double its stake in Repsol to 9.5% provoked 

strong reactions in Spain, partly based on the fear of losing 

the Spanish origins of the company and the concern that 

Repsol’s business strategy could be influenced too strongly. 

In Mexico, reactions were initially positive and rather 

antagonistic of Repsol’s attempt to stop the alliance. 

However, one of the most common criticisms of Pemex’s 

communication behaviour during the last months, both in 

Mexico and Spain, was that the deal was poorly explained to 

the public and so enflamed speculations and suppositions. 

The goal behind the agreement that forced Pemex to 

indebt itself to pay the US$1.6 billion for the additional 

shares was not made clear to many and this contributed to 

a move away from the initial positive reactions.

Sacyr later had to sell part of it shares back to Repsol, 

forced into it as the company was struggling to pay back 

its debt, thus calling o� the agreement with Pemex. Sacyr 

kept 10% of its shares in Repsol, remaining the second 

largest stakeholder in the Spanish company. Repsol quickly 

resold part of the recently bought shares at a profit.

Repsol and Pemex agreed on an industrial strategic 

alliance in January 2012 that stated that Pemex resolved to 

own not more than 10% of the shares and not less than 5%. 

When the agreement was announced, the Spanish media 

wrote that the two companies had made peace – at least 

for ten years.

3332

JANUARY 8, 2012

Suárez Coppel announces that Pemex might look to 

increase its stake in Repsol to more than 12% in order to 

gain an extra seat on the board, or alternatively might look 

to decrease its shares to around 6%, bringing its shares in 

line with its current one-seat board representation 

DECEMBER 20, 2011

Sacyr sells half of its 20% stake back to Repsol for US$3.4 

billion in order to refinance its debt, and also calls o� the 

syndication of its voting rights with Pemex

DECEMBER 7, 2011

Indian refining company Essar meets with Pemex to 

announce its intention to buy 10% of Sacyr’s stake in Repsol

OCTOBER 27, 2011

Suárez Coppel is replaced on Repsol’s board by a 

representative of Pemex’s international arm in Spain

OCTOBER 17, 2011

Luís del Rivero, Sacyr’s chairman, is ousted from his 

position in a boardroom coup

OCTOBER 7, 2011

Suárez Coppel says it is ‘ridiculous’ that over 30 years of 

partnership with Repsol has not paid o�

SEPTEMBER 28, 2011

Repsol changes its bylaws to preclude rivals from holding 

positions on its board

AUGUST 29, 2011
Pemex increases its stake in Repsol from 4.88% to 9.5%, 

costing the company US$1.6 billion. Pemex and Sacyr 

sign a shareholder agreement to syndicate their voting 

rights in Repsol. Their combined stake is just under 30% 

of the company, the level at which, under Spanish law, 

the pair would be forced to make an o�er for the rest of 

the company. A joint statement from Pemex and Sacyr 

calls for the Chairman and CEO positions at Repsol to  

be separated.

2006
Sacyr takes a €5 billion loan to increase its stake in Repsol 

to 20%

1979
Pemex is one of the founders of Spanish company Repsol

MARCH 1, 2012

Pemex changes the terms of the strategic alliance, saying 

it will keep its stake between 5% and 10% for just one year, 

with the option to reduce its stake and dissolve the alliance 

after this time. 

JANUARY 25, 2012

Pemex and Repsol sign a strategic industrial alliance, valid 

for ten years, where Pemex promises to own more than 5% 

of Repsol’s shares, but never more than 10%. 

“

”

The recent Pemex acquisition of Repsol shares shows that the NOC wants to 

become a strong partner with a company in order to start developing its expertise 

on deepwater projects, so it can acquire the know-how it cannot acquire on 

Mexican soil because of constitutional impediments. What Mexico needs to do is 

start becoming very active as an apprentice of state or international companies 

that have interesting projects of that kind. But it needs to do it now. 

Miriam Grunstein, Division of Legal Studies, CIDE
(October 17th 2011)

A very interesting example of Pemex’s recent development is the move to increase its stake in Repsol. 

There was definitely an economic rationale behind the move, which Pemex hopes will allow it to take 

control of an entity for ten times less the level of investment that would be needed for doing exactly 

the same with an equivalent company. In addition, the move will allow Pemex to acquire exactly the 

capabilities they need for deepwater exploration. They are also exercising some geopolitical muscle. 

I believe moves like this are indicative of the way that Pemex wants to develop. It is much more 

sophisticated than the Pemex of old, not simply thinking what is needed technically for each field, but 

planning in a very strategic manner. 

“

”

On a strictly financial basis it was a good idea, Pemex bought those shares at an incredibly low price, which shows good business 

sense. People have criticized the fact that Pemex used money that could have been invested into other things here in Mexico to make 

this deal, but as a corporate decision it was an intelligent one. 

However, as a political decision, increasing Pemex’s stake in Repsol looks less good. There are two dimensions to that. One is that 

Pemex and the government clearly did not anticipate the reaction in Spain to the news, and secondly they did not fully anticipate the 

reaction in Mexico. Overall, the initial reaction here in Mexico has been positive. People from across the political spectrum have come 

out in favour of the deal. However, that initial position was subsequently weakened, and Pemex should have done a much better job 

at explaining to the Mexican and Spanish public and Repsol shareholders exactly what the purpose of the deal was, and to make it 

seem like a less threatening exercise. 

Looking back, the handling of public relations was a nightmare; it was badly handled both in Spain and in Mexico. Everyone was 

asking themselves why Pemex was actually doing this, why they were spending billions of dollars to buy these shares. There was no 

thought about preparing the way. Repsol, on the other hand, has done a terrific job on the public relations front, raising this spectre 

of the Mexican NOC taking the company over, and Spain losing a national champion. While it wasn’t a bad idea, it turned out horrible.

Duncan Wood, Director of the International Relations Programme, ITAM
(January 5th 2012)

“

”

Pemex’s investment in Repsol can firstly be seen as a financial investment. It is not the explicit mandate of Pemex to 

look for such investments, but it is not restricted in doing so. It can also be seen as a way to accelerate the adoption 

of technology. Repsol is already active in deepwater and Pemex stands to learn from this. Given the restrictions that 

Pemex has in terms of access to collaborations with companies that have deepwater experience, it could be a great 

benefit for the NOC to see how Repsol operates and takes decisions. Although there were certainly other companies 

Pemex could have done this with, the already-existing tight commercial relationship between the two companies 

made the decision a logical one. Eduardo Camero Godínez, Director General of Exploration and Exploitation, SENER  
(December 7th 2011)

“

”

To be honest, I don’t know what the strategy was behind 

Pemex’s acquisition of Repsol shares. I don’t understand it. If 

I would have had to choose, I would have invested in a project 

in Brazil, in order to learn more about deepwater, because I 

don’t believe that Spain can teach Mexico anything about the 

oil and gas industry. Juan Carlos del Río González, Director General, IECESA
(November 23rd 2011)

David Enríquez, Partner, Goodrich, Riquelme y Asociados
(September 28th 2011)

”
“PEMEX & REPSOL: A TURBULENT HISTORY

C-0018, Mexico Oil & Gas Review (2012)



34 35

M
E

X
IC

O
’S

 E
N

E
R

G
Y

 P
O

LI
T

IC
S

There is a strong nationalistic sentiment that Mexico’s natural resources should be for the benefit 

of the country alone. Since the 1938 oil expropriation, it is this sentiment more than any other 

that has influenced Mexican energy politics.  

In this chapter, we look at what the history behind Mexican energy politics means for the oil 

and gas industry today, going in depth to examine the role of the Calderón administration in 

influencing the state of the industry, and looking at the role that Congress plays in shaping 

energy politics. The 2008 Energy Reform was a key moment in the history of Mexican energy 

politics, and after dissecting the laws that were eventually passed, we also look at the upcoming 

2012 elections, and discuss what future reforms may occur based on the outcome. 
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HISTORY OF INDUSTRY DEVELOPMENT AND CRUDE OIL PRODUCTION

Mexico’s political class and Pemex have long shared close relations with one another, but one interesting aspect of this 

relationship is the extent to which certain families have worked throughout the 20th and 21st centuries to influence the 

trajectory of the industry. The most famous example is the Cárdenas family.

Lázaro Cárdenas was the President responsible for the 1938 oil expropriation and the creation of Pemex, and in many ways 

for charting the future course of the Mexican oil and gas industry. 

In 1935, all oil producers in Mexico were foreign companies whose labour practices o�ered poor benefits to their Mexican 

workers. Ultimately, social unrest led to a strike in 1937, as the foreign companies did not agree to the worker’s demands.  

Before the legal proceedings involving the companies, the Government and the Supreme Court came to an end, President 

Lázaro Cárdenas intervened by expropriating the international companies and nationalizing the oil and gas industry.

Lázaro Cárdenas declared the oil expropriation on Mexican radio in 1938, instantly making him a national hero and isolating 

Mexico from numerous political allies. International reaction was, at first, an embargo on Mexican oil by foreign companies, 

so that Mexico was forced to export to the few countries where its products were not banned, including Nazi Germany. The 

American position changed when the US entered World War II, and an agreement was signed between the US and Mexico 

in 1942, agreeing on compensation for American companies previously expelled from Mexico. British companies agreed on a 

settlement only in 1947. To date, no constitutional or legal reform has taken place that would allow foreign companies to take 

ownership of Mexican hydrocarbon reserves.

Two subsequent generations of the Cárdenas family have continued to shape the industry over the years. Lázaro Cárdenas’ 

son, Cuauhtémoc Cárdenas, was also an important political figure. He eventually broke away from the PRI, which won every 

presidential election between 1929 and 2000, and posed the first serious threat to the PRI presidency in the 1988 elections 

as the candidate for a coalition of leftist parties. He went on to found the PRD.

Cuauhtémoc Cárdenas has staunchly defended the continued policy of protectionism in the oil and gas industry. Indeed, the 

recent 2008 Energy Reform faced strong criticism from the PRD because of its aim to encourage international companies to 

participate in the industry, which the left-leaning party claimed was an attempt to privatize the industry.

The third generation of the Cárdenas family appears to be more welcoming to foreign investment. Lázaro Cárdenas Batel, 

governor of Michoacán state from 2002-2008, broke party lines in 2002 to state that the energy sector needs investment in 

order to modernize. Quoted in an article from El Universal newspaper, he said that defence of the national energy sector does 

not imply eliminating private national or foreign investment opportunities.
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slow the decline using enhanced oil recovery techniques, 

which eventually proved successful, but it was clear from 

this point that Pemex could no longer count on Cantarell. 

Today, Cantarell is one of several fields that Pemex counts 

on for production, including its sister field in shallow water 

Ku-Maloob-Zaap, which is now Pemex’s largest producing 

field. In the longer term, Pemex hopes that its onshore 

production at huge regions like Chicontepec will grow, 

and is also looking to new areas like deepwater in order to 

augment production.

One major aspect of the plan to address declining 

production was an attempt at wide ranging energy reform 

by President Felipe Calderón. Opposition in Congress scaled 

back his ambitious plans for the Mexican energy sector, 

but one consequence was significant change to Pemex’s 

organization. The current head of Pemex, Juan José Suárez 

Coppel introduced a strategic plan in 2010 that would see 

Pemex renew its focus on exploration and production in new 

areas such as deepwater, whilst concentrating on maximizing 

reserves and production at existing mature fields.

took to cap the well, it released around 3.5 million bbl of oil.

By 1992, Pemex was split into four operating divisions: 

Pemex Exploration and Production, Pemex Refining, Pemex 

Gas and Basic Petrochemicals and Pemex Petrochemicals.

By this point, Pemex’s fortunes had been tied to Cantarell 

field. While oil was flowing quickly and easily from Cantarell, 

this posed few problems for Pemex. In 1981 the field was 

producing 1.6 million bbl/day, but by 1995 this had dropped 

to 1 million bbl/day. Pemex began a nitrogen injection 

project in 2000 in order to increase production, and for 

a while it worked; that year production increased to 1.6 

million bbl/day, in 2002 to 1.9 million bbl/day, and reaching 

2.1 million bbl/day in 2003. By this point, Cantarell was the 

second-fastest producing field in the world. 

In 2004 Pemex announced that Cantarell production was 

due to peak in 2006. When 2006 arrived, it was reported 

that, indeed, the field had already peaked and was declining 

at a rate of around 15% per year. Pemex made e�orts to 

the country. Finally, after lengthy negotiations, the Mexican 

government agreed to compensate the oil companies for 

the expropriation to the tune of US$114 million. Payments 

began in 1940 and would finish in 1962.

Pemex was charged with the task of providing Mexico with 

oil and gas at the lowest possible price. It is important to 

note at this point that the prime directive of Pemex at its 

creation was not to generate a profit, but simply to deal 

with domestic demand for petroleum products. 

Pemex inherited 1.276 billion Boe of reserves from the 

expropriation, and this steadily rose to 5.568 Boe in 1960 

as a result of exploration activities onshore, concentrated 

in the Golden Lane oilfields in Veracruz state. Pemex 

increased its total reserves massively with the discovery of 

the Cantarell field 80km o�shore in the Bay of Campeche 

in 1976. The field was named after Rudesindo Cantarell, a 

fisherman who complained that oil seepage was ruining 

his nets. When Pemex investigated, they found Mexico’s 

largest-ever oil field, which has to date generated almost 

US$500 billion in revenue for Pemex. 

Mexico was self-su�cient in oil and gas until 1971, and a net 

exporter of petroleum products. From that year onward, 

demand began to rise in the domestic market and Pemex 

had to revise its role in Mexico. In 1974, those in charge of 

Pemex strategy took the decision to double its prices at the 

pump and invest more money in exploration and production 

in order to reassert Mexico as a net exporter. This strategy, 

costing US$3 billion between 1974-1976, combined with the 

major discovery of Cantarell, and the later discovery in 1979 

of the Maloob-1 field, allowed Pemex to reassert itself as a 

major global oil power.

This increase in exploration was not without a price. In 1979, 

Pemex’s Ixtoc-I exploratory well in the Bay of Campeche 

su�ered a blowout. Today, Ixtoc-I is still counted as one of 

the world’s largest oil spills, and during the 10 months it 

The first small quantities of Mexican oil were refined into 

kerosene near Papantla in Veracruz in 1868, and commercial 

production began at the turn of the 20th century. US 

company Doheny’s Cerro Azul No. 4 well became the 

world’s largest producing well in February 1916, producing 

260,000 bbl/day, and over the next 14 years the well 

pumped 57 million barrels. While laying railway tracks for 

a line that was to run between the Atlantic and Pacific 

coasts, British company Pearson discovered Potrero del 

Llano, one of the world’s largest oilfields, in what came to 

be known as the Golden Lane region. Pearson formed a 

company called Mexican Eagle to exploit the reserves.  The 

company was purchased by Royal Dutch Shell in 1918 for 

US$75 million, and was the dominant firm in the Mexican 

petroleum industry until nationalization. By 1922, Mexico 

was the world’s second-largest producer of crude oil. Until 

1938, international interests, including Royal Dutch Shell, 

Exxon, the Pearson family, Sinclair, and Gulf Oil, largely  

controlled production. 

President Lázaro Cárdenas intervened in a dispute between 

foreign oil companies and Mexican workers in 1938, when 

the workers were striking, demanding a pay increase and 

the introduction of welfare services. Citing the 27th article 

of the 1917 Constitution, which states that any oil produced 

in Mexico belongs to the nation, Cárdenas embarked on 

the expropriation of the foreign producers’ resources and 

facilities. The day after this step was taken, the Consejo 

Administrativo del Petróleo (Petroleum Administrative 

Council) was created in order to take charge of the assets the 

state had taken over. By August 1938, Pemex was founded. 

One of the first major challenges that Mexico’s newly 

created oil company faced was an international economic 

boycott over the 1938 expropriation. This took many forms, 

from preventing Mexico from selling its oil internationally, 

to a ban on selling raw materials, replacement parts or 

vital equipment to the company. Mexico also saw foreign 

companies withdraw bank deposits that had been held in 
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HISTORY OF INDUSTRY DEVELOPMENT AND CRUDE OIL PRODUCTION

Mexico’s political class and Pemex have long shared close relations with one another, but one interesting aspect of this 

relationship is the extent to which certain families have worked throughout the 20th and 21st centuries to influence the 

trajectory of the industry. The most famous example is the Cárdenas family.

Lázaro Cárdenas was the President responsible for the 1938 oil expropriation and the creation of Pemex, and in many ways 

for charting the future course of the Mexican oil and gas industry. 

In 1935, all oil producers in Mexico were foreign companies whose labour practices o�ered poor benefits to their Mexican 

workers. Ultimately, social unrest led to a strike in 1937, as the foreign companies did not agree to the worker’s demands.  

Before the legal proceedings involving the companies, the Government and the Supreme Court came to an end, President 

Lázaro Cárdenas intervened by expropriating the international companies and nationalizing the oil and gas industry.

Lázaro Cárdenas declared the oil expropriation on Mexican radio in 1938, instantly making him a national hero and isolating 

Mexico from numerous political allies. International reaction was, at first, an embargo on Mexican oil by foreign companies, 

so that Mexico was forced to export to the few countries where its products were not banned, including Nazi Germany. The 

American position changed when the US entered World War II, and an agreement was signed between the US and Mexico 

in 1942, agreeing on compensation for American companies previously expelled from Mexico. British companies agreed on a 

settlement only in 1947. To date, no constitutional or legal reform has taken place that would allow foreign companies to take 

ownership of Mexican hydrocarbon reserves.

Two subsequent generations of the Cárdenas family have continued to shape the industry over the years. Lázaro Cárdenas’ 

son, Cuauhtémoc Cárdenas, was also an important political figure. He eventually broke away from the PRI, which won every 

presidential election between 1929 and 2000, and posed the first serious threat to the PRI presidency in the 1988 elections 

as the candidate for a coalition of leftist parties. He went on to found the PRD.

Cuauhtémoc Cárdenas has staunchly defended the continued policy of protectionism in the oil and gas industry. Indeed, the 

recent 2008 Energy Reform faced strong criticism from the PRD because of its aim to encourage international companies to 

participate in the industry, which the left-leaning party claimed was an attempt to privatize the industry.

The third generation of the Cárdenas family appears to be more welcoming to foreign investment. Lázaro Cárdenas Batel, 

governor of Michoacán state from 2002-2008, broke party lines in 2002 to state that the energy sector needs investment in 

order to modernize. Quoted in an article from El Universal newspaper, he said that defence of the national energy sector does 

not imply eliminating private national or foreign investment opportunities.
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slow the decline using enhanced oil recovery techniques, 

which eventually proved successful, but it was clear from 

this point that Pemex could no longer count on Cantarell. 

Today, Cantarell is one of several fields that Pemex counts 

on for production, including its sister field in shallow water 

Ku-Maloob-Zaap, which is now Pemex’s largest producing 

field. In the longer term, Pemex hopes that its onshore 

production at huge regions like Chicontepec will grow, 

and is also looking to new areas like deepwater in order to 

augment production.

One major aspect of the plan to address declining 

production was an attempt at wide ranging energy reform 

by President Felipe Calderón. Opposition in Congress scaled 

back his ambitious plans for the Mexican energy sector, 

but one consequence was significant change to Pemex’s 

organization. The current head of Pemex, Juan José Suárez 

Coppel introduced a strategic plan in 2010 that would see 

Pemex renew its focus on exploration and production in new 

areas such as deepwater, whilst concentrating on maximizing 

reserves and production at existing mature fields.

took to cap the well, it released around 3.5 million bbl of oil.

By 1992, Pemex was split into four operating divisions: 

Pemex Exploration and Production, Pemex Refining, Pemex 

Gas and Basic Petrochemicals and Pemex Petrochemicals.

By this point, Pemex’s fortunes had been tied to Cantarell 

field. While oil was flowing quickly and easily from Cantarell, 

this posed few problems for Pemex. In 1981 the field was 

producing 1.6 million bbl/day, but by 1995 this had dropped 

to 1 million bbl/day. Pemex began a nitrogen injection 

project in 2000 in order to increase production, and for 

a while it worked; that year production increased to 1.6 

million bbl/day, in 2002 to 1.9 million bbl/day, and reaching 

2.1 million bbl/day in 2003. By this point, Cantarell was the 

second-fastest producing field in the world. 

In 2004 Pemex announced that Cantarell production was 

due to peak in 2006. When 2006 arrived, it was reported 

that, indeed, the field had already peaked and was declining 

at a rate of around 15% per year. Pemex made e�orts to 

the country. Finally, after lengthy negotiations, the Mexican 

government agreed to compensate the oil companies for 

the expropriation to the tune of US$114 million. Payments 

began in 1940 and would finish in 1962.

Pemex was charged with the task of providing Mexico with 

oil and gas at the lowest possible price. It is important to 

note at this point that the prime directive of Pemex at its 

creation was not to generate a profit, but simply to deal 

with domestic demand for petroleum products. 

Pemex inherited 1.276 billion Boe of reserves from the 

expropriation, and this steadily rose to 5.568 Boe in 1960 

as a result of exploration activities onshore, concentrated 

in the Golden Lane oilfields in Veracruz state. Pemex 

increased its total reserves massively with the discovery of 

the Cantarell field 80km o�shore in the Bay of Campeche 

in 1976. The field was named after Rudesindo Cantarell, a 

fisherman who complained that oil seepage was ruining 

his nets. When Pemex investigated, they found Mexico’s 

largest-ever oil field, which has to date generated almost 

US$500 billion in revenue for Pemex. 

Mexico was self-su�cient in oil and gas until 1971, and a net 

exporter of petroleum products. From that year onward, 

demand began to rise in the domestic market and Pemex 

had to revise its role in Mexico. In 1974, those in charge of 

Pemex strategy took the decision to double its prices at the 

pump and invest more money in exploration and production 

in order to reassert Mexico as a net exporter. This strategy, 

costing US$3 billion between 1974-1976, combined with the 

major discovery of Cantarell, and the later discovery in 1979 

of the Maloob-1 field, allowed Pemex to reassert itself as a 

major global oil power.

This increase in exploration was not without a price. In 1979, 

Pemex’s Ixtoc-I exploratory well in the Bay of Campeche 

su�ered a blowout. Today, Ixtoc-I is still counted as one of 

the world’s largest oil spills, and during the 10 months it 

The first small quantities of Mexican oil were refined into 

kerosene near Papantla in Veracruz in 1868, and commercial 

production began at the turn of the 20th century. US 

company Doheny’s Cerro Azul No. 4 well became the 

world’s largest producing well in February 1916, producing 

260,000 bbl/day, and over the next 14 years the well 

pumped 57 million barrels. While laying railway tracks for 

a line that was to run between the Atlantic and Pacific 

coasts, British company Pearson discovered Potrero del 

Llano, one of the world’s largest oilfields, in what came to 

be known as the Golden Lane region. Pearson formed a 

company called Mexican Eagle to exploit the reserves.  The 

company was purchased by Royal Dutch Shell in 1918 for 

US$75 million, and was the dominant firm in the Mexican 

petroleum industry until nationalization. By 1922, Mexico 

was the world’s second-largest producer of crude oil. Until 

1938, international interests, including Royal Dutch Shell, 

Exxon, the Pearson family, Sinclair, and Gulf Oil, largely  

controlled production. 

President Lázaro Cárdenas intervened in a dispute between 

foreign oil companies and Mexican workers in 1938, when 

the workers were striking, demanding a pay increase and 

the introduction of welfare services. Citing the 27th article 

of the 1917 Constitution, which states that any oil produced 

in Mexico belongs to the nation, Cárdenas embarked on 

the expropriation of the foreign producers’ resources and 

facilities. The day after this step was taken, the Consejo 

Administrativo del Petróleo (Petroleum Administrative 

Council) was created in order to take charge of the assets the 

state had taken over. By August 1938, Pemex was founded. 

One of the first major challenges that Mexico’s newly 

created oil company faced was an international economic 

boycott over the 1938 expropriation. This took many forms, 

from preventing Mexico from selling its oil internationally, 

to a ban on selling raw materials, replacement parts or 

vital equipment to the company. Mexico also saw foreign 

companies withdraw bank deposits that had been held in 
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A widespread belief exists that Pemex belongs to the people.

Throughout 2011, three di�erent Energy Ministers served in the Calderón government. Georgina Kessel Martínez, an 

economist who had previously been head of the Mexican Mint, joined Calderón’s cabinet in 2006 as head of the Energy 

Ministry. She was instrumental in pushing through the 2008 Energy Reform and 2009 Pemex Law, and was widely praised 

as a Minister who understood the importance of reform for the future of the Mexican oil and gas industry. In January 2011, 

Kessel Martínez left the Energy Ministry to become General Director of Banobras, Mexico’s state-owned National Works 

and Public Services bank. 

Kessel Martínez was succeeded by José Antonio Meade Kuribreña, a doctor in economics who previously served as the 

head of the Finance Ministry’s banking unit and as the head of financial planning for Mexico’s pension fund regulator. Meade 

Kuribreña was Energy Minister for nine months in 2011, and oversaw the signing of the first incentive-based contracts 

between Pemex and third parties; it was an important milestone in the country’s oil and gas development. In September 

2011, Meade Kuribreña left the Energy Ministry to become Finance Minister, and was replaced by Jordy Herrera Flores, 

former Director of Pemex Gas and Petrochemicals and Subdirector of Energy Planning and Technological Development at 

the Energy Ministry. 

The role of Energy Minister has always been important in Mexican politics (Calderón was Energy Minister before his 

presidential bid), but in the current environment the role is crucial; a safe and steady pair of hands at the wheel could help 

to successfully guide Mexico through a period of deep energy reform. Although previous Energy Ministers have been well-

qualified for the job and have achieved impressive results during their time in o�ce, it seems as if the position of Energy 

Minister is still considered to be just a rung on the political career ladder, a position sometimes given to politicians with 

little to no experience in the energy sector, and not often occupied for very long. 

AT THE CORE OF MEXICO’S ENERGY 
POWER PLAY

The Energy Reform did achieve some necessary changes 

in legislation at the government level, as well as within 

Pemex. The reform improved the corporate governance of 

Pemex, took investment decisions away from the political 

sphere and placed them more firmly into the hands of 

Pemex managers, and allowed for changes to be made 

in existing contracts, as well as allowing the creation of 

new incentive-based contracts for third parties. Calderón 

had seen that many of Pemex’s greatest weaknesses lay 

in the fact that they lacked the necessary experience 

and technological expertise in order to approach their 

most important challenges: improving production rates 

at declining fields and exploring new regions, including 

deepwater in the Mexican sector of the Gulf of Mexico. 

He believed that allowing international oil companies to 

provide their technological expertise and even operate 

these fields would be necessary in the short-term, which 

would in the longer term allow Pemex to learn the skills 

that are so crucial for Mexico’s energy security. However, 

the more wide-ranging of Calderón’s planned reforms, 

such as allowing the private sector access to strategically 

important areas such as refining and transport, in order 

to generate more interest in Mexico as an investment 

destination, were blocked by Congress. However, the 

reform did allow for the introduction of incentive-based 

contracts, which Calderón hopes will boost investment 

from the private sector in the Mexican oil and gas industry. 

In August 2011, the first of these incentive-based contracts 

were awarded for the development of three mature fields 

in Pemex’s southern region. Two of these contracts went to 

The year 2008 was momentous in the history of Mexico’s 

oil and gas industry. Until this point, no serious legislative 

reform of the oil and gas industry had taken place. It has 

been argued that until this point, presidents had lacked 

either the political leverage or the will to reform Mexican 

oil and gas legislation. Pemex was (and arguably still is) 

too important from a financial and ideological perspective 

for the Mexican government. 

When Felipe Calderón stood for the 2006 presidential 

election, it was clear that reforms would be necessary 

to ensure the long-term development of the oil and gas 

industry. The field that had turned Mexico into one of the 

world’s largest oil and gas producers, Cantarell, had been 

in decline since 2004, and with no major discoveries to 

boost Pemex’s oil reserves, Mexico’s future energy security 

seemed to be seriously threatened. A former Secretary 

of Energy for the PAN under President Vicente Fox, one 

of Calderón’s most important election promises was 

energy reform. Shortly after becoming President with an 

extremely slim majority, Calderón submitted an energy 

reform bill to Congress. The main aims were to strengthen 

regulation of the energy sector, to create a new model for 

the corporate governance of Pemex, and establish a new 

contractual regime for the company. However, this was 

a controversial reform that Calderón would be unable to 

achieve without cross-party support. His administration 

therefore determined to undertake this challenge during 

the second year of the president’s six-year term. This gave 

the administration time to adjust to the challenges of 

o�ce and provided enough time between the attempted 

reform and 2009 mid-term elections.

The PAN hoped that when the reform was introduced in 

2008, it would be fast-tracked through the two houses of 

the Mexican parliament, but leftist opposition party PRD 

had other ideas. Although the PAN had negotiated the 

terms of the deal with the PRI, another opposition party, 

the PRD, forced the Senate to debate the bill for a full 71 

days, and used this time to launch a vocal attack on the 

proposals. The PRD’s nominee in the 2006 presidential 

elections, Andrés Manuel López Obrador, spoke out against 

the ‘privatization’ of Mexico’s oil and gas industry. Despite 

such e�orts the Energy Reform was passed in 2008.

out for Petrobras 10 years ago. By following the Petrobras 

model of partly privatizing the company, increasing 

its competitiveness, and expanding its technological 

expertise, Calderón seems to be hoping that Pemex will 

be able to overcome the trials it must face in the future. 

Of course, those who saw the 2008 reform as an attempt 

to privatize the Mexican oil and gas industry are distinctly 

suspicious of such talk.

However, the chances that the Calderón government will 

try to push for greater private participation before the 

2012 elections are razor thin. It is far more likely that if 

energy reform happens at all, it will occur under the next 

administration. Already the PRI’s presidential candidate 

Enrique Peña Nieto, the early frontrunner in the presidential 

race, has begun voicing support for changes styled after 

those that Petrobras underwent. It remains to be seen 

whether such reform would su�er from the same problems 

as the 2008 reform, which some considered to be composed 

of many half-steps, but without monumental change.

an international company, Petrofac, with one awarded to 

Dowell Schlumberger de México. However, these incentive-

based contracts do have limitations, as stipulated by 

the 2008 reform. Any oil produced will unequivocally 

belong to Pemex and thus to the Mexican people, and all 

remunerations must be made to the investing companies 

in cash.

It is hoped that these incentive-based contracts and 

changes to the internal structure of Pemex will reverse 

Mexico’s declining oil production and support increases 

in the reserves replacement rate. More contracts will be 

tendered in the years to come, Pemex has promised, 

including Chicontepec and Mexico’s deepwater areas. 

These are areas in which many of the world’s largest 

international oil companies could have interest, depending 

on contractual terms and Pemex’s willingness to bear 

exploratory risk. 

Calderón said in 2010, on the 73rd anniversary of Mexico’s 

oil expropriation, that he believed the 2008 reform to have 

been a net success: “Two years after the reform, we can 

now say with pride that Pemex is more e�cient, more 

profitable, more competitive and has a better future.” 

However, he is keen to see more reform to address the 

issues that are still plaguing Pemex, namely increasing 

the interest and incentives of foreign parties, who can 

bring their technological expertise to bear in the Mexican 

arena. Calderón has been looking abroad for inspiration, 

suggesting that another legal reform would be needed to 

modernize Pemex along the same lines as Brazil carried 

“MY PLAN IS TO TRY ANOTHER LEGAL REFORM IN ORDER TO MODERNIZE PEMEX 

IN A WAY SIMILAR TO WHAT PETROBRAS DID 10 YEARS AGO. IT’S GOING TO BE 

DIFFICULT, BUT I THINK WE ARE MOVING THE PERCEPTION OF PUBLIC OPINION 

OF HOW IMPORTANT IT IS TO MODERNIZE THE ENTERPRISE” 
- Felipe Calderón, President of Mexico (May 10, 2011 – Bloomberg)

ENERGY POLITICS DURING FELIPE 
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A widespread belief exists that Pemex belongs to the people.

Throughout 2011, three di�erent Energy Ministers served in the Calderón government. Georgina Kessel Martínez, an 

economist who had previously been head of the Mexican Mint, joined Calderón’s cabinet in 2006 as head of the Energy 

Ministry. She was instrumental in pushing through the 2008 Energy Reform and 2009 Pemex Law, and was widely praised 

as a Minister who understood the importance of reform for the future of the Mexican oil and gas industry. In January 2011, 
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head of the Finance Ministry’s banking unit and as the head of financial planning for Mexico’s pension fund regulator. Meade 

Kuribreña was Energy Minister for nine months in 2011, and oversaw the signing of the first incentive-based contracts 
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2011, Meade Kuribreña left the Energy Ministry to become Finance Minister, and was replaced by Jordy Herrera Flores, 

former Director of Pemex Gas and Petrochemicals and Subdirector of Energy Planning and Technological Development at 

the Energy Ministry. 
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to successfully guide Mexico through a period of deep energy reform. Although previous Energy Ministers have been well-

qualified for the job and have achieved impressive results during their time in o�ce, it seems as if the position of Energy 

Minister is still considered to be just a rung on the political career ladder, a position sometimes given to politicians with 

little to no experience in the energy sector, and not often occupied for very long. 
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in legislation at the government level, as well as within 

Pemex. The reform improved the corporate governance of 

Pemex, took investment decisions away from the political 

sphere and placed them more firmly into the hands of 

Pemex managers, and allowed for changes to be made 

in existing contracts, as well as allowing the creation of 

new incentive-based contracts for third parties. Calderón 

had seen that many of Pemex’s greatest weaknesses lay 

in the fact that they lacked the necessary experience 

and technological expertise in order to approach their 

most important challenges: improving production rates 

at declining fields and exploring new regions, including 

deepwater in the Mexican sector of the Gulf of Mexico. 

He believed that allowing international oil companies to 

provide their technological expertise and even operate 

these fields would be necessary in the short-term, which 

would in the longer term allow Pemex to learn the skills 

that are so crucial for Mexico’s energy security. However, 

the more wide-ranging of Calderón’s planned reforms, 

such as allowing the private sector access to strategically 

important areas such as refining and transport, in order 

to generate more interest in Mexico as an investment 

destination, were blocked by Congress. However, the 

reform did allow for the introduction of incentive-based 

contracts, which Calderón hopes will boost investment 

from the private sector in the Mexican oil and gas industry. 

In August 2011, the first of these incentive-based contracts 

were awarded for the development of three mature fields 

in Pemex’s southern region. Two of these contracts went to 

The year 2008 was momentous in the history of Mexico’s 

oil and gas industry. Until this point, no serious legislative 

reform of the oil and gas industry had taken place. It has 

been argued that until this point, presidents had lacked 

either the political leverage or the will to reform Mexican 

oil and gas legislation. Pemex was (and arguably still is) 

too important from a financial and ideological perspective 

for the Mexican government. 

When Felipe Calderón stood for the 2006 presidential 

election, it was clear that reforms would be necessary 

to ensure the long-term development of the oil and gas 

industry. The field that had turned Mexico into one of the 

world’s largest oil and gas producers, Cantarell, had been 

in decline since 2004, and with no major discoveries to 

boost Pemex’s oil reserves, Mexico’s future energy security 

seemed to be seriously threatened. A former Secretary 

of Energy for the PAN under President Vicente Fox, one 

of Calderón’s most important election promises was 

energy reform. Shortly after becoming President with an 

extremely slim majority, Calderón submitted an energy 

reform bill to Congress. The main aims were to strengthen 

regulation of the energy sector, to create a new model for 

the corporate governance of Pemex, and establish a new 

contractual regime for the company. However, this was 

a controversial reform that Calderón would be unable to 

achieve without cross-party support. His administration 

therefore determined to undertake this challenge during 

the second year of the president’s six-year term. This gave 

the administration time to adjust to the challenges of 

o�ce and provided enough time between the attempted 

reform and 2009 mid-term elections.

The PAN hoped that when the reform was introduced in 

2008, it would be fast-tracked through the two houses of 

the Mexican parliament, but leftist opposition party PRD 

had other ideas. Although the PAN had negotiated the 

terms of the deal with the PRI, another opposition party, 

the PRD, forced the Senate to debate the bill for a full 71 

days, and used this time to launch a vocal attack on the 

proposals. The PRD’s nominee in the 2006 presidential 

elections, Andrés Manuel López Obrador, spoke out against 

the ‘privatization’ of Mexico’s oil and gas industry. Despite 

such e�orts the Energy Reform was passed in 2008.

out for Petrobras 10 years ago. By following the Petrobras 

model of partly privatizing the company, increasing 

its competitiveness, and expanding its technological 

expertise, Calderón seems to be hoping that Pemex will 

be able to overcome the trials it must face in the future. 

Of course, those who saw the 2008 reform as an attempt 

to privatize the Mexican oil and gas industry are distinctly 

suspicious of such talk.

However, the chances that the Calderón government will 

try to push for greater private participation before the 

2012 elections are razor thin. It is far more likely that if 

energy reform happens at all, it will occur under the next 

administration. Already the PRI’s presidential candidate 

Enrique Peña Nieto, the early frontrunner in the presidential 

race, has begun voicing support for changes styled after 

those that Petrobras underwent. It remains to be seen 

whether such reform would su�er from the same problems 

as the 2008 reform, which some considered to be composed 

of many half-steps, but without monumental change.

an international company, Petrofac, with one awarded to 

Dowell Schlumberger de México. However, these incentive-

based contracts do have limitations, as stipulated by 

the 2008 reform. Any oil produced will unequivocally 

belong to Pemex and thus to the Mexican people, and all 

remunerations must be made to the investing companies 

in cash.

It is hoped that these incentive-based contracts and 

changes to the internal structure of Pemex will reverse 

Mexico’s declining oil production and support increases 

in the reserves replacement rate. More contracts will be 

tendered in the years to come, Pemex has promised, 

including Chicontepec and Mexico’s deepwater areas. 

These are areas in which many of the world’s largest 

international oil companies could have interest, depending 

on contractual terms and Pemex’s willingness to bear 

exploratory risk. 

Calderón said in 2010, on the 73rd anniversary of Mexico’s 

oil expropriation, that he believed the 2008 reform to have 

been a net success: “Two years after the reform, we can 

now say with pride that Pemex is more e�cient, more 

profitable, more competitive and has a better future.” 

However, he is keen to see more reform to address the 

issues that are still plaguing Pemex, namely increasing 

the interest and incentives of foreign parties, who can 

bring their technological expertise to bear in the Mexican 

arena. Calderón has been looking abroad for inspiration, 

suggesting that another legal reform would be needed to 

modernize Pemex along the same lines as Brazil carried 

“MY PLAN IS TO TRY ANOTHER LEGAL REFORM IN ORDER TO MODERNIZE PEMEX 

IN A WAY SIMILAR TO WHAT PETROBRAS DID 10 YEARS AGO. IT’S GOING TO BE 

DIFFICULT, BUT I THINK WE ARE MOVING THE PERCEPTION OF PUBLIC OPINION 

OF HOW IMPORTANT IT IS TO MODERNIZE THE ENTERPRISE” 
- Felipe Calderón, President of Mexico (May 10, 2011 – Bloomberg)

ENERGY POLITICS DURING FELIPE 
CALDERÓN’S PRESIDENCY
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explaining this second reform phase last year, and they 

do not believe constitutional reform is needed to allow 

private participation in the industrial chain, as long as 

primary production activities remain under state control, 

according to Camarillo Ortega. A reform could not happen 

before the elections; it would have to be an issue for the 

next parliamentary session that starts in September 2012. 

In general, the Senate’s Energy Commission has to revise 

initiatives related to the energy sector and present its 

assessment of the proposals before the final document is 

discussed in the plenum. Camarillo Ortega believes that 

the PAN and the PRI could look together at this second 

reform, based on conversations he had with PRI Senator 

Francisco Labastida Ochoa, the current President of the 

Energy Commission. 

However, Camarillo Ortega thinks that Pemex is not using 

the flexibility the existing law already provides, especially for 

its incentive-based contracts. “They are taking just a small 

piece of the pie,” he says. “That cannot be.” The law currently 

forbids Pemex from rewarding its contractors based on 

production results, but does allow for incentives based on 

production e�ciency and technology contribution. Pemex 

is not yet rewarding its contractors based on these terms, 

and Camarillo Ortega believes that the contracts need to 

be updated as soon as possible. Furthermore, the Senator 

expects a selective contracting process of the companies 

that will participate with Pemex in deepwater projects, so 

as to find the right ones for the job. “We cannot make a 

selection mistake in this big challenge,” he says, pointing 

out the higher cost of deepwater activities compared to 

shallow water projects like Cantarell.

Positive changes have been made and implemented. The 

CNH, the recently created oil sector regulator, is one of the 

main achievements of the reform, according to Camarillo 

Ortega, because an authority now exists, independent 

from Pemex, that can assess the NOC’s main activities. 

“In the past, Pemex executives did whatever they thought 

they should do. Now, they need to go to the independent 

agency to approve their projects and that is a very healthy 

process,” says Camarillo Ortega. The CNH regularly makes 

assessments of the fields in Chicontepec for example, 

gauging the development plans, the technology used, as 

well as the production results. 

Also, the professionalization of Pemex’s board helped to 

make its decisions more transparent. “I believe this is one 

of the biggest achievements of the reform, because now 

citizens can have a view inside the place where Pemex 

takes decisions. In the past, we just accepted whatever 

Pemex said as the truth.”

In 2008, during the Energy Reform 

debates, protesters filled the streets 

outside Congress to the point that 

the Senate was forced to hold its 

voting session in another building. 

A watered down reform passed, 

but the negotiations had taken 

over a year. The 2006 presidential 

elections had resulted in a narrow 

victory for the PAN over the PRD, 

which meant that the political 

environment was fairly hostile 

to political cooperation. Rubén Camarillo Ortega, PAN 

Senator and Secretary of the Senate’s Energy Commission, 

remembers that agreements were hard to reach within the 

Senate, and that the 2008 Energy Reform was passed in a 

very tough environment. 

Camarillo Ortega explains that the Senate debate on 

energy reform intended to be as technical as possible, 

rather than focusing on issues of political ideology related 

to Pemex’s future. Television transmitted discussions and 

sessions to the public, in which experts and academics 

were invited to express their opinions. The PAN Senator 

says that everything was divided into specific issues, 

for which proposals were subsequently received. “Then 

we sat in the Senate’s Energy Commission and started 

the discussion. It took us about seven months and there 

were probably more than 100 meetings inside of the 

commission,” he remembers. He believes that Pemex needs 

to function more as a business and less as a government 

entity. When asked to describe the last reform, Camarillo 

Ortega answers that he sees it as “liberating the giant”. 

The resulting change was big, Camarillo Ortega says, but 

not big enough; a second phase of reform is still needed. 

This would mean analysis of the last reform’s results and 

evaluation of what issues need to be clarified. A new bill 

would then be submitted to make sure everything that was 

approved a few years ago really works in practice. Camarillo 

Ortega adds that another goal for this second reform 

phase would be to focus on the steps that were previously 

impossible due to the tense political environment in 2008. 

“That means oil refining and petrochemical activities. All 

this needs to be opened to the private sector” the PAN 

senator says. “Pemex needs to have competition selling 

gasoline in Mexico. We cannot maintain the monopoly 

in gasoline. We are competing in gas, so why are we 

not doing it in gasoline or basic petrochemicals? We 

think the second phase needs to open the petroleum 

industry’s industrial chain, except in the primary activity 

of oil production.” PAN senators introduced an initiative 

SENATE: SHAPING THE 
INDUSTRY’S LEGAL FRAMEWORK

CONGRESS: BALANCING PATRIMONY 
AND ECONOMIC GROWTH
“We are probably the only country where energy is viewed 

ideologically,” says Felipe de Jesús Cantú Rodríguez, 

President of the Congress’ Energy Commission and PAN 

Congressman. “The view from the people is that Pemex 

belongs to all Mexicans, and that the oil belongs to Mexico.” 

As a result, pushing through reforms and gathering 

consensus on changes in the Mexican energy sector is a 

challenge for the Mexican legislative branch, and therefore 

takes time.

The best way to find agreement on a topic is when 

initiatives come from more than one political party, as it 

can help to remove ideological or party political concerns 

from the issue at hand. This is always more di�cult during 

the months preceding an election, but Cantú Rodríguez 

hopes for a reform in the near future on the transportation 

of oil and gas, because Mexico’s ageing pipelines need 

much maintenance. “Some of these pipelines have as many 

holes as gruyere cheese,” he says. They are being repaired, 

Cantú Rodríguez explains, but it is still a very weak sector 

of the oil company. And with the amount of accidents, 

leaks and explosions that happen as a result of damaged 

pipelines, he adds that this might be a topic that Congress 

can agree on. 

Cantú Rodríguez believes that less than half of the last 

reform’s potential is being applied. Before new reforms, he 

thinks that the 2008 Energy Reform should be fully exploited, 

especially when it comes to the contracting model. Pemex 

could achieve everything that it needs right now, without any 

further regulatory reform, but the NOC is still influenced too 

much by the old regulatory and legislative system, according 

to Cantú Rodríguez. He believes the contracts made available 

by the 2008 reform have the potential to be improved, so 

they are attractive for investors even in high-risk projects like 

deepwater exploration. 

In the last two years, the Energy Commission has 

supervised the implementation of the 2008 Energy Reform, 

as well as contributed changes, if needed, to the federal 

government’s National Energy Strategy. Congressmen on 

the commission can ask for more data or information, and 

can also add to legislation in order to address necessary 

topics. “In the past, we have asked the executive branch 

to clarify their statements on energy-related matters. 

A recent example was asking for them to provide data 

related to their renewable energy strategy. Previously the 

strategy had just been expressed as trends to increase the 

amount of renewable energy infrastructure in the country 

without any hard figures about how many wind farms or 

renewable energy plants they were planning to build,” 

says Cantú Rodríguez. The Commission also meets with 

Pemex representatives, asking for 

specific information on projects or 

financial issues. It is then able to 

give information to Congress on 

new initiatives, if asked. 

The oil and gas industry is one of 

the more regular topics discussed 

in Congress. Last year, Congress 

introduced a law to make fuel 

theft a felony. “This discussion was 

started in the Chamber of Deputies, 

even though it was approved first 

by the Senate,” says Cantú Rodríguez. Perpetrators now 

face up to 18 years in prison. According to Pemex figures, 

there were 1,324 cases of illegal pipeline tapping registered 

last year as of December 2011, most of them in pipelines 

of the Pemex Refinery subsidiary. The fuel taken illegally 

last year is estimated to amount to 2,986,563 bbl as 

of November 2011. The states with the most cases were 

Sinaloa, Veracruz and Tamaulipas. 

Congress also debates issues relating to Pemex, particularly 

the company’s e�ciency and productivity, often going 

as far as to discuss specific projects and the challenges 

they face. Pemex is under constant pressure to increase 

production and, while the majority of Congress thinks 

this is necessary, it also believes that pressure partly led 

Pemex to accelerate production activities in crucial areas 

such as Chicontepec without being ready yet, just because 

the presence of hydrocarbons was known, according to 

Cantú Rodríguez. Another point of discussion is whether 

to remove Pemex from the federal government’s annual 

budget. “If we remove the NOC from the budget, Pemex 

will have better capacity to distribute resources in its 

investments,” says Cantú Rodríguez. Greater financial 

independence would help Pemex be more e�cient, as it 

would be able to allocate its budget according to its own 

plans and not according to what the Finance Ministry 

allows. However, if this happens, Cantú Rodríguez says that 

the company must take steps to maintain its transparency 

and accountability. 

In areas where the NOC doesn’t have the required expertise, 

such as shale gas exploitation, Cantú Rodríguez says that 

Pemex needs to either create contracts so that other 

companies can carry out these projects and give Pemex the 

gas or profit generated, or should allow private companies 

to exploit these fields under appropriate Pemex supervision. 

“Pemex would have much faster growth and would generate 

much more wealth for the country if we would open our 

eyes and see that this is the alternative,” he says.
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explaining this second reform phase last year, and they 
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primary production activities remain under state control, 

according to Camarillo Ortega. A reform could not happen 

before the elections; it would have to be an issue for the 

next parliamentary session that starts in September 2012. 

In general, the Senate’s Energy Commission has to revise 

initiatives related to the energy sector and present its 

assessment of the proposals before the final document is 

discussed in the plenum. Camarillo Ortega believes that 

the PAN and the PRI could look together at this second 

reform, based on conversations he had with PRI Senator 

Francisco Labastida Ochoa, the current President of the 

Energy Commission. 

However, Camarillo Ortega thinks that Pemex is not using 

the flexibility the existing law already provides, especially for 

its incentive-based contracts. “They are taking just a small 

piece of the pie,” he says. “That cannot be.” The law currently 

forbids Pemex from rewarding its contractors based on 

production results, but does allow for incentives based on 

production e�ciency and technology contribution. Pemex 

is not yet rewarding its contractors based on these terms, 

and Camarillo Ortega believes that the contracts need to 

be updated as soon as possible. Furthermore, the Senator 

expects a selective contracting process of the companies 

that will participate with Pemex in deepwater projects, so 

as to find the right ones for the job. “We cannot make a 

selection mistake in this big challenge,” he says, pointing 

out the higher cost of deepwater activities compared to 

shallow water projects like Cantarell.

Positive changes have been made and implemented. The 

CNH, the recently created oil sector regulator, is one of the 

main achievements of the reform, according to Camarillo 

Ortega, because an authority now exists, independent 

from Pemex, that can assess the NOC’s main activities. 

“In the past, Pemex executives did whatever they thought 

they should do. Now, they need to go to the independent 

agency to approve their projects and that is a very healthy 

process,” says Camarillo Ortega. The CNH regularly makes 

assessments of the fields in Chicontepec for example, 

gauging the development plans, the technology used, as 

well as the production results. 

Also, the professionalization of Pemex’s board helped to 

make its decisions more transparent. “I believe this is one 

of the biggest achievements of the reform, because now 

citizens can have a view inside the place where Pemex 

takes decisions. In the past, we just accepted whatever 

Pemex said as the truth.”

In 2008, during the Energy Reform 

debates, protesters filled the streets 

outside Congress to the point that 

the Senate was forced to hold its 

voting session in another building. 

A watered down reform passed, 

but the negotiations had taken 

over a year. The 2006 presidential 

elections had resulted in a narrow 

victory for the PAN over the PRD, 

which meant that the political 

environment was fairly hostile 

to political cooperation. Rubén Camarillo Ortega, PAN 

Senator and Secretary of the Senate’s Energy Commission, 

remembers that agreements were hard to reach within the 

Senate, and that the 2008 Energy Reform was passed in a 

very tough environment. 

Camarillo Ortega explains that the Senate debate on 

energy reform intended to be as technical as possible, 

rather than focusing on issues of political ideology related 

to Pemex’s future. Television transmitted discussions and 

sessions to the public, in which experts and academics 

were invited to express their opinions. The PAN Senator 

says that everything was divided into specific issues, 

for which proposals were subsequently received. “Then 

we sat in the Senate’s Energy Commission and started 

the discussion. It took us about seven months and there 

were probably more than 100 meetings inside of the 

commission,” he remembers. He believes that Pemex needs 

to function more as a business and less as a government 

entity. When asked to describe the last reform, Camarillo 

Ortega answers that he sees it as “liberating the giant”. 

The resulting change was big, Camarillo Ortega says, but 

not big enough; a second phase of reform is still needed. 

This would mean analysis of the last reform’s results and 

evaluation of what issues need to be clarified. A new bill 

would then be submitted to make sure everything that was 

approved a few years ago really works in practice. Camarillo 

Ortega adds that another goal for this second reform 

phase would be to focus on the steps that were previously 

impossible due to the tense political environment in 2008. 

“That means oil refining and petrochemical activities. All 

this needs to be opened to the private sector” the PAN 

senator says. “Pemex needs to have competition selling 

gasoline in Mexico. We cannot maintain the monopoly 

in gasoline. We are competing in gas, so why are we 

not doing it in gasoline or basic petrochemicals? We 

think the second phase needs to open the petroleum 

industry’s industrial chain, except in the primary activity 

of oil production.” PAN senators introduced an initiative 
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they face. Pemex is under constant pressure to increase 

production and, while the majority of Congress thinks 

this is necessary, it also believes that pressure partly led 
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such as Chicontepec without being ready yet, just because 

the presence of hydrocarbons was known, according to 
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to remove Pemex from the federal government’s annual 

budget. “If we remove the NOC from the budget, Pemex 

will have better capacity to distribute resources in its 
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In areas where the NOC doesn’t have the required expertise, 
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Pemex needs to either create contracts so that other 

companies can carry out these projects and give Pemex the 
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THE PEMEX LAW EXPLAINED

ratified by the Senate. The aim of this board restructuring 

is to create a decision-making body that is less constrained 

by politics in its strategic choices, and to encourage the 

company to make decisions on a more technical level. The 

board will also have more authority over the management 

of the company. For example, it is now free to decide the 

allocation of its annual budget, and will be responsible for 

all operational decisions.

The Pemex Law also granted the company more 

operational autonomy, moving away from the historic 

influence the Mexican Treasury has had in the decision-

making process. Pemex will now have the authority to 

obtain financing from external sources such as capital 

markets, as long as no rights to hydrocarbons are granted 

to the company’s creditors. Pemex will also be barred from 

obtaining financing that relies on the full faith and credit of 

the Mexican government. 

Finally, the Pemex Law gave full backing to the NOC to 

draw up new contracts for the procurement of goods 

and services. This gives more flexibility for Pemex to 

introduce much-needed JVs and strategic alliances into 

its operations, but still bars third-party control of Mexico’s 

hydrocarbon reserves. Any change on this level will 

require a constitutional or legal reform to allow Pemex to 

o�er better incentives for companies to work on projects 

considered high-risk. 

As part of the country’s Energy Reform, a number of 

structural changes were made at Pemex that required the 

passing of a set of new laws, grouped under the title of the 

Pemex Law, which was passed in 2009. The aim of these 

reforms was to provide a new legal framework for Pemex that 

would allow it to move from being a company weighed down 

by bureaucracy and a dependence on state instruments to a 

national oil company with a new flexibility and agility.

The Pemex Law introduced four main legal and structural 

changes to the company. The first was the creation of a 

special public administration regime, separating Pemex 

from the other state-owned entities that operate in Mexico 

and giving the company the autonomy to adopt its own 

operating regulations, on the condition that existing 

constitutional principles are not broken. However, wherever 

Pemex does not directly specify changes to its own 

regulation, the old regulations will apply to the company.

The second change made by the Pemex Law relates to 

Pemex’s corporate governance. The structure of the board 

was changed, and now comprises 15 members. Serving 

under the Energy Minister, who remains Chairman of the 

Board, five of these board members will be representatives 

of the Mexican state, appointed by the President. Another 

five representatives will be appointed by the Pemex 

labour union, and the final four board members will be 

professional directors appointed by the President and 

MEXICO’S ENERGY REFORM
The 2008 Energy Reform was nothing if not a compromise; having already watered down their initial plans in 

order to gain consensus from the PRI, Calderón’s PAN government was then forced into a series of compromises 

in the face of PRD opposition. Still, the reform made some of the most significant changes to Pemex and the 

legislative environment in which the company operates since the oil expropriation of 1938. 

The reforms were designed to create a more transparent and e�cient environment at Pemex, which has been 

criticized for poor corporate governance and a lack of autonomy that lead to serious ine�ciencies. The new law, 

known as the Pemex Law, did not a�ect the rules laid out by the Mexican Constitution regarding the company, 

but introduced structural and legal changes to address the problems the company faced.

PROFESSIONALIZATION

As a result of the Pemex Law, the board was given greater authority over the NOC, including approval of the 

company’s annual budget as long as certain practices were followed: not exceeding the deficit laid out for 

the company in the annual federal budget, and not increasing sta� and pension outlays. The board was also 

professionalized, adding four independent board members to the table, taking a step away from the corporate 

governance structure of a state-owned company and aiming for that of a private company. Referred to as 

Professional Board Members, Fluvio Ruíz Alarcón, Rogelio Gasca Neri, Héctor Moreira Rodríguez, and José 

Fortunato Álvarez Enríquez were appointed to the Pemex board based on their knowledge of the industry, and 

are tasked with guiding Pemex in the right direction. In order to approve any new initiative, it must be voted for by 

at least two of the new board members. At their first meeting, the Pemex board created seven committees with 

a professional board member at the head of each.

FINANCING

Pemex was also granted increased control over its finances. Although Pemex’s annual budget must still be 

approved by the lower congressional house, the company now has the authority to decide its own spending 

programme. It can also obtain financing from outside sources without the need for treasury approval. The Pemex 

Law furthermore authorized the company to issue ‘citizen bonds’, which can only be held by or on behalf of 

Mexican citizens and will be linked to Pemex’s financial performance. Analysts hope that these bonds will start to 

generate more public interest in exactly how well the company is performing financially, and create some form of 

accountability to the Mexican population.

One of the most interesting changes brought into e�ect by the 2008 Energy Reform was the new contracting 

regime that Pemex has since implemented. The reforms allowed the NOC to strike agreements with private 

companies for the procurement of integrated services that, for the first time, featured incentives. Although Pemex 

must make payments in cash, and all hydrocarbons produced as a result of these contracts belongs to the NOC, 

the fact that companies will be rewarded for e�ciency and productivity is a major step for Mexico. Three such 

contracts were awarded in August 2011 for the development of three onshore blocks in the Mexican State of 

Tabasco. Two of these contracts were awarded to Petrofac, a British company, who will receive US$5.01 for 

each barrel of oil produced, with the third being initially awarded to the Mexican Administradora de Proyectos 

de Campo (APC), but in October 2011 Pemex announced that the company had failed to present the correct 

paperwork, and the contract was passed to Dowell Schlumberger, the next lowest bidder.

REGULATION

The final result of the 2008 legislation was the creation of a National Hydrocarbons Commission (CNH) to regulate 

Mexico’s upstream oil and gas industry. It is hoped that the CNH, which acts as a separate entity under the Energy 

Ministry, will balance the greater autonomy granted to Pemex and provide an important link between future oil 

legislation and Pemex’s interests. To date, the CNH has been instrumental in the overhaul of Pemex’s development 

strategy for the Chicontepec field, has been fuelling the debate on diverse topics including deepwater drilling 

safety, shale gas, reserves estimates, and gas flaring, and will be reviewing the development plans for Cantarell 

and Ku-Maloob-Zaap in 2012.
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THE PEMEX LAW EXPLAINED

ratified by the Senate. The aim of this board restructuring 

is to create a decision-making body that is less constrained 

by politics in its strategic choices, and to encourage the 

company to make decisions on a more technical level. The 

board will also have more authority over the management 

of the company. For example, it is now free to decide the 

allocation of its annual budget, and will be responsible for 

all operational decisions.

The Pemex Law also granted the company more 

operational autonomy, moving away from the historic 

influence the Mexican Treasury has had in the decision-

making process. Pemex will now have the authority to 

obtain financing from external sources such as capital 

markets, as long as no rights to hydrocarbons are granted 

to the company’s creditors. Pemex will also be barred from 

obtaining financing that relies on the full faith and credit of 

the Mexican government. 

Finally, the Pemex Law gave full backing to the NOC to 

draw up new contracts for the procurement of goods 

and services. This gives more flexibility for Pemex to 

introduce much-needed JVs and strategic alliances into 

its operations, but still bars third-party control of Mexico’s 

hydrocarbon reserves. Any change on this level will 

require a constitutional or legal reform to allow Pemex to 

o�er better incentives for companies to work on projects 

considered high-risk. 

As part of the country’s Energy Reform, a number of 

structural changes were made at Pemex that required the 

passing of a set of new laws, grouped under the title of the 

Pemex Law, which was passed in 2009. The aim of these 

reforms was to provide a new legal framework for Pemex that 

would allow it to move from being a company weighed down 

by bureaucracy and a dependence on state instruments to a 

national oil company with a new flexibility and agility.

The Pemex Law introduced four main legal and structural 

changes to the company. The first was the creation of a 

special public administration regime, separating Pemex 

from the other state-owned entities that operate in Mexico 

and giving the company the autonomy to adopt its own 

operating regulations, on the condition that existing 

constitutional principles are not broken. However, wherever 

Pemex does not directly specify changes to its own 

regulation, the old regulations will apply to the company.

The second change made by the Pemex Law relates to 

Pemex’s corporate governance. The structure of the board 

was changed, and now comprises 15 members. Serving 

under the Energy Minister, who remains Chairman of the 

Board, five of these board members will be representatives 

of the Mexican state, appointed by the President. Another 

five representatives will be appointed by the Pemex 

labour union, and the final four board members will be 

professional directors appointed by the President and 

MEXICO’S ENERGY REFORM
The 2008 Energy Reform was nothing if not a compromise; having already watered down their initial plans in 

order to gain consensus from the PRI, Calderón’s PAN government was then forced into a series of compromises 

in the face of PRD opposition. Still, the reform made some of the most significant changes to Pemex and the 

legislative environment in which the company operates since the oil expropriation of 1938. 

The reforms were designed to create a more transparent and e�cient environment at Pemex, which has been 

criticized for poor corporate governance and a lack of autonomy that lead to serious ine�ciencies. The new law, 

known as the Pemex Law, did not a�ect the rules laid out by the Mexican Constitution regarding the company, 

but introduced structural and legal changes to address the problems the company faced.

PROFESSIONALIZATION

As a result of the Pemex Law, the board was given greater authority over the NOC, including approval of the 

company’s annual budget as long as certain practices were followed: not exceeding the deficit laid out for 

the company in the annual federal budget, and not increasing sta� and pension outlays. The board was also 

professionalized, adding four independent board members to the table, taking a step away from the corporate 

governance structure of a state-owned company and aiming for that of a private company. Referred to as 

Professional Board Members, Fluvio Ruíz Alarcón, Rogelio Gasca Neri, Héctor Moreira Rodríguez, and José 

Fortunato Álvarez Enríquez were appointed to the Pemex board based on their knowledge of the industry, and 

are tasked with guiding Pemex in the right direction. In order to approve any new initiative, it must be voted for by 

at least two of the new board members. At their first meeting, the Pemex board created seven committees with 

a professional board member at the head of each.

FINANCING

Pemex was also granted increased control over its finances. Although Pemex’s annual budget must still be 

approved by the lower congressional house, the company now has the authority to decide its own spending 

programme. It can also obtain financing from outside sources without the need for treasury approval. The Pemex 

Law furthermore authorized the company to issue ‘citizen bonds’, which can only be held by or on behalf of 

Mexican citizens and will be linked to Pemex’s financial performance. Analysts hope that these bonds will start to 

generate more public interest in exactly how well the company is performing financially, and create some form of 

accountability to the Mexican population.

One of the most interesting changes brought into e�ect by the 2008 Energy Reform was the new contracting 

regime that Pemex has since implemented. The reforms allowed the NOC to strike agreements with private 

companies for the procurement of integrated services that, for the first time, featured incentives. Although Pemex 

must make payments in cash, and all hydrocarbons produced as a result of these contracts belongs to the NOC, 

the fact that companies will be rewarded for e�ciency and productivity is a major step for Mexico. Three such 

contracts were awarded in August 2011 for the development of three onshore blocks in the Mexican State of 

Tabasco. Two of these contracts were awarded to Petrofac, a British company, who will receive US$5.01 for 

each barrel of oil produced, with the third being initially awarded to the Mexican Administradora de Proyectos 

de Campo (APC), but in October 2011 Pemex announced that the company had failed to present the correct 

paperwork, and the contract was passed to Dowell Schlumberger, the next lowest bidder.

REGULATION

The final result of the 2008 legislation was the creation of a National Hydrocarbons Commission (CNH) to regulate 

Mexico’s upstream oil and gas industry. It is hoped that the CNH, which acts as a separate entity under the Energy 

Ministry, will balance the greater autonomy granted to Pemex and provide an important link between future oil 

legislation and Pemex’s interests. To date, the CNH has been instrumental in the overhaul of Pemex’s development 

strategy for the Chicontepec field, has been fuelling the debate on diverse topics including deepwater drilling 

safety, shale gas, reserves estimates, and gas flaring, and will be reviewing the development plans for Cantarell 

and Ku-Maloob-Zaap in 2012.
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then I think it becomes a lot more interesting. So the role of 

unions like the Pemex union or the teacher’s union would 

become fundamental, on the condition that the gap closes. 

Q: What kind of impact does that election cycle have on 

the oil and gas industry, and what can we expect to see 

developing from the industry in an election year?

A: 2012 is going to be fascinating because we might see 

the first incentive-based contracts for deepwater. It would 

be highly controversial to launch these contracts in an 

election year. I still think that the Calderón government will 

continue with that, because they want to get the contracts 

in place before they leave, but there is a very tight 

schedule. Calderón is a very stubborn man who believes 

in the double-down approach. That is part of the mentality 

that we will see next year.

In terms of major changes within the company, this all 

depends upon whether Pemex CEO Suárez Coppel is still 

there after the elections. I deeply hope that he is, because 

he is the right man for the job and, if he remains in charge, 

we will see a much higher level of stability. If he goes, I 

think we will see a great deal of instability in terms of how 

Pemex is going to be run as a company and how it can 

maximize the opportunities that it is facing today.

Q: How do you think the role of the Senate and Congress 

can be improved?

A: There is almost no kind of expertise in the Chamber of 

Deputies on oil and gas. One of the reasons why is because 

of the classic question of re-election: because politicians 

in Mexico cannot get re-elected for multiple terms, there is 

no opportunity to build expertise in any area.

The alternative is to build a professional sta� in the Senate 

and Chamber of Deputies, but that is not the way that 

Mexican politics works. There are technical secretaries 

in the energy commissions, in both chambers, and those 

people know what they are talking about, but they do not 

have a great deal of power. There needs to be a better 

developed outreach capacity on the part of the Congress 

to those people in civil society, academia, and so on, who 

actually know about these things, and right now that is not 

the way that it works. 

Q: What role will the oil and gas industry play in the 2012 

Mexican presidential elections?

A: It is through the economy that Pemex becomes 

important as an issue in the upcoming elections. We 

have already seen [opposition party PRI’s presidential 

candidate] Enrique Peña Nieto identify Pemex as the axis 

for development of the Mexican economy. Analysts are 

asking themselves right now what that will actually mean. 

Does it mean that Pemex is so important that we need to 

make sure that it works, which means the possibility of 

further liberalization of the sector? Or does it mean that 

the government will invest public money in Pemex to make 

it a strong company again, but an entirely nationalized 

monopoly, so that it can compete internationally?

My own feeling is that it is the second option that Peña Nieto 

is talking about in his manifesto, but that he will not attempt 

to reverse the Calderón administration’s introduction of 

integrated service contracts. They have already survived a 

legal challenge, and if the PRI is sensible it will not attempt 

to jeopardize the contracts’ potential benefits. The contracts 

are the product of the Calderón administration, so the PRI 

can always blame Calderón if they eventually fail, which I 

think is an ideal situation for them.

In terms of the energy industry playing a role in the 

campaign as actors and lobbyists, there is a limited scope 

for that. We will always remember ‘Pemexgate’, when funds 

from the Pemex labour union were directed to support 

the election campaign of PRI presidential candidate 

Francisco Labastida Ochoa, although I think there is only 

a small chance that this will happen again, as the levels of 

transparency and accountability are now much higher than 

they were back in 2000. 

Q: Do you think the Pemex labour union will have a role to 

play in the upcoming election?

A:  It will be very interesting. I think the labour union will 

ally itself very firmly with the PRI. It is not going to be an 

important factor, because Peña Nieto is so far ahead. But 

if we get some surprises in the campaign, and the gap 

between Peña Nieto and Josefina Vázquez Mota closes, 

and there are a lot of scenarios in which that could happen, 

it would be back to its original meaning, which was that 

Pemex has the monopoly, but can work with whomever 

it likes,” says Wood. Article 27 of the Constitution states 

that all natural resources belong to the Mexican nation 

and, furthermore, details regulation for the oil industry. 

Elizondo Mayer-Serra also thinks a constitutional reform 

is needed. “Without any wider reform, without some 

changes at the constitutional level, Pemex’s margin for 

manoeuvre is limited and contestable,” Elizondo Mayer-

Serra says.

Wood adds that the big change would be allowing  

Pemex to work with foreign companies that have 

technology the NOC needs. Interestingly, according 

to a March 2008 poll by Grupo Reforma, 63% of those 

interviewed were in favour of Pemex making alliances with 

those who have the technology and experience to exploit 

deepwater fields.

Not only will Mexico hold presidential elections in July 

2012, but also elections in both chambers of Congress, 

with all 500 seats in the Chamber of Deputies and all 

128 Senate seats up for grabs. Depending on who holds 

power in Congress after the election, there will either be a 

constitutional change, or “another piecemeal reform,” says 

Wood.  In terms of energy policy, he believes a divided 

Congress would be a nightmare scenario. “If that is the 

case, then we come back to waiting for the crisis,” he says 

in reference to the declining oil production. In his opinion, 

the PRI is the only party strong enough to push through 

oil sector reform; all indications point to the PRI as the 

dominant party in both chambers after elections. “The 

question is, are they strong enough to get close to the 

50% mark in the chamber of deputies, so that they actually 

have a strong majority? If they get close to that, then yes, 

the PRI can do it.”

However, to push through a constitutional reform, congress 

needs to approve the change by a two-thirds majority, and 

this has to be approved by the majority of the Mexican 

state legislatures. An alliance between parties on such a 

reform would therefore be necessary. Carlos Elizondo 

Mayer-Serra thinks that the political configuration that 

would make reforms most likely would be a large PRI 

majority, but without an absolute majority; that way, the 

PRI would have more of an incentive to negotiate with 

the PAN on di�erent issues, like budget, making eventual 

negotiations on a potential constitutional reform also 

more possible. According to Elizondo Mayer-Serra, if the 

PRI reaches an absolute majority, it wouldn’t need political 

alliances to push through most issues, while in the absence 

of an absolute majority achieving constitutional reform 

would be di�cult since the ruling party would need the 

support of other parties.

There has been a paradigm shift in the last three years in 

terms of the public perception towards foreign companies 

entering the Mexican oil and gas industry. However, a 

large percentage of the Mexican population still firmly 

believes Pemex should remain in national hands. In a 

poll conducted by Grupo Reforma in March 2008, 39% 

of respondents agreed it would be best to keep Pemex 

exclusively in the hands of the government; 38% said that 

private investment should be permitted, but that it should 

be kept under government control. “A few months ago, I 

thought it would not be a big issue in the campaigns. But, 

as it turned out, it is going to be a big issue, and it is going 

to be a controversial one,” says Duncan Wood, Director of 

the International Relations Programme at ITAM, a leading 

Mexican university.

There is a shift evident in the language of the presidential 

candidates. “Josefina Vázquez Mota (PAN) used the term 

‘co-investment’ and ‘apertura’ (opening). That is very, very 

important,” says Wood. He thinks that Andrés Manuel 

López Obrador, the PRD candidate, will make Pemex a 

huge issue on the campaign trail. “There are all kinds of 

rumours going around that he favours a reform along the 

lines of the Norwegian model for Statoil. And, in fact, that’s 

probably going to be his counterpunch: while Enrique Peña 

Nieto (PRI) says the Brazilian model is the best example for 

Pemex to follow, the PAN probably will be going along the 

lines of Ecopetrol and the Colombian model, and López 

Obrador will talk about Statoil.”

For the time being, though, Wood believes that the PRD will 

“stick with the nationalistic language ahead of everything 

else.” That would be an important force within the debate 

and compel the PRI to use language focused on Mexico 

and national control, even if they are talking about reform. 

Carlos Elizondo Mayer-Serra, professor and researcher at 

CIDE, a distinguished social science teaching and research 

centre in Mexico City, argues that it might not be rational 

for Vázquez Mota and Peña Nieto to position the subject 

as a key campaign issue, because López Obrador defends 

such a popular position. However, Peña Nieto will need 

to portray himself as a modernizing candidate, Elizondo 

Mayer-Serra adds, and in his opinion, the PRI candidate 

will therefore focus his attention on oil, next to other key 

topics like health or education. The CIDE professor also 

thinks that Peña Nieto needs to provide more details on 

what areas of the oil sector he intends to open.

It is important that an energy reform happens early in the 

next administration, Wood explains. “Nobody is going to 

want to touch this in the run-up to the mid-term elections,” 

he says. Realistically, a reform would be of constitutional 

scale and would not remove the monopoly of Pemex, but 

would redefine Article 27, according to him. “In some ways, 
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then I think it becomes a lot more interesting. So the role of 

unions like the Pemex union or the teacher’s union would 

become fundamental, on the condition that the gap closes. 

Q: What kind of impact does that election cycle have on 

the oil and gas industry, and what can we expect to see 

developing from the industry in an election year?

A: 2012 is going to be fascinating because we might see 

the first incentive-based contracts for deepwater. It would 

be highly controversial to launch these contracts in an 

election year. I still think that the Calderón government will 

continue with that, because they want to get the contracts 

in place before they leave, but there is a very tight 

schedule. Calderón is a very stubborn man who believes 

in the double-down approach. That is part of the mentality 

that we will see next year.

In terms of major changes within the company, this all 

depends upon whether Pemex CEO Suárez Coppel is still 

there after the elections. I deeply hope that he is, because 

he is the right man for the job and, if he remains in charge, 

we will see a much higher level of stability. If he goes, I 

think we will see a great deal of instability in terms of how 

Pemex is going to be run as a company and how it can 

maximize the opportunities that it is facing today.

Q: How do you think the role of the Senate and Congress 

can be improved?

A: There is almost no kind of expertise in the Chamber of 

Deputies on oil and gas. One of the reasons why is because 

of the classic question of re-election: because politicians 

in Mexico cannot get re-elected for multiple terms, there is 

no opportunity to build expertise in any area.

The alternative is to build a professional sta� in the Senate 

and Chamber of Deputies, but that is not the way that 

Mexican politics works. There are technical secretaries 

in the energy commissions, in both chambers, and those 

people know what they are talking about, but they do not 

have a great deal of power. There needs to be a better 

developed outreach capacity on the part of the Congress 

to those people in civil society, academia, and so on, who 

actually know about these things, and right now that is not 

the way that it works. 

Q: What role will the oil and gas industry play in the 2012 

Mexican presidential elections?

A: It is through the economy that Pemex becomes 

important as an issue in the upcoming elections. We 

have already seen [opposition party PRI’s presidential 

candidate] Enrique Peña Nieto identify Pemex as the axis 

for development of the Mexican economy. Analysts are 

asking themselves right now what that will actually mean. 

Does it mean that Pemex is so important that we need to 

make sure that it works, which means the possibility of 

further liberalization of the sector? Or does it mean that 

the government will invest public money in Pemex to make 

it a strong company again, but an entirely nationalized 

monopoly, so that it can compete internationally?

My own feeling is that it is the second option that Peña Nieto 

is talking about in his manifesto, but that he will not attempt 

to reverse the Calderón administration’s introduction of 

integrated service contracts. They have already survived a 

legal challenge, and if the PRI is sensible it will not attempt 

to jeopardize the contracts’ potential benefits. The contracts 

are the product of the Calderón administration, so the PRI 

can always blame Calderón if they eventually fail, which I 

think is an ideal situation for them.

In terms of the energy industry playing a role in the 

campaign as actors and lobbyists, there is a limited scope 

for that. We will always remember ‘Pemexgate’, when funds 

from the Pemex labour union were directed to support 

the election campaign of PRI presidential candidate 

Francisco Labastida Ochoa, although I think there is only 

a small chance that this will happen again, as the levels of 

transparency and accountability are now much higher than 

they were back in 2000. 

Q: Do you think the Pemex labour union will have a role to 

play in the upcoming election?

A:  It will be very interesting. I think the labour union will 

ally itself very firmly with the PRI. It is not going to be an 

important factor, because Peña Nieto is so far ahead. But 

if we get some surprises in the campaign, and the gap 

between Peña Nieto and Josefina Vázquez Mota closes, 

and there are a lot of scenarios in which that could happen, 

it would be back to its original meaning, which was that 

Pemex has the monopoly, but can work with whomever 

it likes,” says Wood. Article 27 of the Constitution states 

that all natural resources belong to the Mexican nation 

and, furthermore, details regulation for the oil industry. 

Elizondo Mayer-Serra also thinks a constitutional reform 

is needed. “Without any wider reform, without some 

changes at the constitutional level, Pemex’s margin for 

manoeuvre is limited and contestable,” Elizondo Mayer-

Serra says.

Wood adds that the big change would be allowing  

Pemex to work with foreign companies that have 

technology the NOC needs. Interestingly, according 

to a March 2008 poll by Grupo Reforma, 63% of those 

interviewed were in favour of Pemex making alliances with 

those who have the technology and experience to exploit 

deepwater fields.

Not only will Mexico hold presidential elections in July 

2012, but also elections in both chambers of Congress, 

with all 500 seats in the Chamber of Deputies and all 

128 Senate seats up for grabs. Depending on who holds 

power in Congress after the election, there will either be a 

constitutional change, or “another piecemeal reform,” says 

Wood.  In terms of energy policy, he believes a divided 

Congress would be a nightmare scenario. “If that is the 

case, then we come back to waiting for the crisis,” he says 

in reference to the declining oil production. In his opinion, 

the PRI is the only party strong enough to push through 

oil sector reform; all indications point to the PRI as the 

dominant party in both chambers after elections. “The 

question is, are they strong enough to get close to the 

50% mark in the chamber of deputies, so that they actually 

have a strong majority? If they get close to that, then yes, 

the PRI can do it.”

However, to push through a constitutional reform, congress 

needs to approve the change by a two-thirds majority, and 

this has to be approved by the majority of the Mexican 

state legislatures. An alliance between parties on such a 

reform would therefore be necessary. Carlos Elizondo 

Mayer-Serra thinks that the political configuration that 

would make reforms most likely would be a large PRI 

majority, but without an absolute majority; that way, the 

PRI would have more of an incentive to negotiate with 

the PAN on di�erent issues, like budget, making eventual 

negotiations on a potential constitutional reform also 

more possible. According to Elizondo Mayer-Serra, if the 

PRI reaches an absolute majority, it wouldn’t need political 

alliances to push through most issues, while in the absence 

of an absolute majority achieving constitutional reform 

would be di�cult since the ruling party would need the 

support of other parties.

There has been a paradigm shift in the last three years in 

terms of the public perception towards foreign companies 

entering the Mexican oil and gas industry. However, a 

large percentage of the Mexican population still firmly 

believes Pemex should remain in national hands. In a 

poll conducted by Grupo Reforma in March 2008, 39% 

of respondents agreed it would be best to keep Pemex 

exclusively in the hands of the government; 38% said that 

private investment should be permitted, but that it should 

be kept under government control. “A few months ago, I 

thought it would not be a big issue in the campaigns. But, 

as it turned out, it is going to be a big issue, and it is going 

to be a controversial one,” says Duncan Wood, Director of 

the International Relations Programme at ITAM, a leading 

Mexican university.

There is a shift evident in the language of the presidential 

candidates. “Josefina Vázquez Mota (PAN) used the term 

‘co-investment’ and ‘apertura’ (opening). That is very, very 

important,” says Wood. He thinks that Andrés Manuel 

López Obrador, the PRD candidate, will make Pemex a 

huge issue on the campaign trail. “There are all kinds of 

rumours going around that he favours a reform along the 

lines of the Norwegian model for Statoil. And, in fact, that’s 

probably going to be his counterpunch: while Enrique Peña 

Nieto (PRI) says the Brazilian model is the best example for 

Pemex to follow, the PAN probably will be going along the 

lines of Ecopetrol and the Colombian model, and López 

Obrador will talk about Statoil.”

For the time being, though, Wood believes that the PRD will 

“stick with the nationalistic language ahead of everything 

else.” That would be an important force within the debate 

and compel the PRI to use language focused on Mexico 

and national control, even if they are talking about reform. 

Carlos Elizondo Mayer-Serra, professor and researcher at 

CIDE, a distinguished social science teaching and research 

centre in Mexico City, argues that it might not be rational 

for Vázquez Mota and Peña Nieto to position the subject 

as a key campaign issue, because López Obrador defends 

such a popular position. However, Peña Nieto will need 

to portray himself as a modernizing candidate, Elizondo 

Mayer-Serra adds, and in his opinion, the PRI candidate 

will therefore focus his attention on oil, next to other key 

topics like health or education. The CIDE professor also 

thinks that Peña Nieto needs to provide more details on 

what areas of the oil sector he intends to open.

It is important that an energy reform happens early in the 

next administration, Wood explains. “Nobody is going to 

want to touch this in the run-up to the mid-term elections,” 

he says. Realistically, a reform would be of constitutional 

scale and would not remove the monopoly of Pemex, but 

would redefine Article 27, according to him. “In some ways, 
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Since President Lázaro Cárdenas announced the oil nationalization on Mexican radio in 1938, the topic of oil exploitation 

and ownership has been an important issue in the mind of the Mexican public. For many Mexicans, the country’s control 

of the oil and gas industry is still a symbol of its sovereignty. As Pemex currently provides about one-third of the Mexican 

government’s income, the subject is also very meaningful for the political parties. However, the content of the political debate 

has shifted since the last general election in 2006, when many regarded liberalization of any kind to be a controversial move. 

In the last six years, the consensus has moved towards being more open to a reform of some kind. Even the PRD, the party 

that strongly opposed the 2008 Energy Reform, is open to discussing which international models Mexico should follow in 

order to better develop its oil and gas industry. 

The political debates on the Energy Reform in 2008 were heated and tense. Congressmen seized the floor of Congress, 

while people marched in protest on the streets of Mexico City; it was a demonstration of the country’s sensitivity to the 

issue. Although a watered down version of the government’s original reform was approved in both chambers of Congress, 

a group of lawmakers in the Chamber of Deputies decided to challenge the constitutionality of part of the regulations. One 

of the reform components challenged was the incentive-based contract model established for Pemex to contract private 

companies. The case ended up in the Mexican Supreme Court, which ultimately ruled that the reform was constitutional. 

However, the legal process considerably delayed the reform’s full implementation. The energy sector and the question of 

more foreign investment in Pemex will be an important issue in the upcoming presidential and congressional campaigns for 

the July 2012 elections. Most presidential candidates have already publicly issued opinions on the topic. 

PARTIDO REVOLUCIONARIO INSTITUCIONAL

The Revolutionary Institutional Party (PRI) finds its origin in 1929, when the National Revolutionary Party (PNR) was founded. 

It later became the PRI in 1946. One of the oldest political parties in Mexico, it held power in the country for over 70 years. 

In 2008, PRI congressmen voted for the reduced version of the Energy Reform. The document “Federal Electoral Platform 

2009-2012” outlines the PRI’s proposals and positions. It proposes, among other things, to reject any procedure that might 

aim at giving up the planning and operation of Pemex’s activities, its market control and the deriving of profit on oil revenues. 

The document also mentions that regulation issued by the government’s executive branch should correspond with the letter 

and spirit of the oil reform. Furthermore, it proposes to ensure that contracts signed do not allow the “infiltration of big 

international consortiums”, and that they do not evade public scrutiny. It does stress the importance of a fiscal reform that 

would substitute fluctuating oil incomes with permanent tax revenue in the long-term.

However, Enrique Peña Nieto, the PRI’s presidential candidate for July 2012, has told Mexican media that he favours opening 

Pemex to private sector participation, although stipulated that he would not privatize the company. He also stated in an 

interview with Grupo Expansión that his party supports this proposal.

PETROLEUM AND POLITICAL GAIN
“TODAY, LIKE SEVEN DECADES AGO, OIL IS THE PATRIMONY OF 

ALL MEXICANS, SYMBOL OF OUR SOVEREIGNTY AND EMBLEM 

OF OUR NATIONALISM” 
- President Félipe Calderón, 70th anniversary of Mexico’s oil expropriation, March 2008

Presidential Candidate: Enrique Peña Nieto

Percentage of vote in 2006 elections: 22.23%

Current number of Senators: 35

Current number of Deputies: 241

Current number of State Governors: 20

PARTIDO ACCIÓN NACIONAL

PARTIDO DE LA REVOLUCIÓN DEMOCRÁTICA

The Partido Acción Nacional or National Action Party (PAN) was founded in 1939 and was Mexico’s main opposition party 

until it won the 2000 presidential election and gained a majority in Congress. It is considered a conservative party, and rather 

friendly towards the free market.  The party is responsible for initiating the 2008 Energy Reform, which allowed incentive-

based contracts with Mexican or international private companies, among other things.

The PAN’s “Political action programme” says that state-owned entities should regain their position as productive entities 

and the motor of economic development. Financing capacity of public companies is currently limited, the document states, 

as is their execution capacity for new projects. Complementary private investment is needed, but the nation has to keep 

the ownership of hydrocarbons and the goods of public companies. A PAN Senator stated in July 2008 in the context of 

the Energy Reform that the private sector could not intervene in activities related to strategic areas, but can intervene in 

industrial activities, as long as it doesn’t own the nation’s hydrocarbon resources.

The PAN candidate to the presidency, Josefina Vázquez Mota, said in an interview with Reuters that she would be willing to 

look at a potential constitutional reform in order to open Pemex to the participation of private investors. 

The PRD was founded in 1989 as a coalition between di�erent leftist political organizations. In the PRD’s “Electoral Platform 2009”, 

the party proposes transitioning from an economy dominated by monopolistic groups, transnational companies and powerful 

financial interests to a “productive economy.” That would include a publicly owned and managed energy sector, which is the 

“patrimony of the Mexican people” and should be “the spine of development” for a dynamic national industrial sector, according 

to the document. In 2008, the party was split between the opinion of Andrés Manuel López Obrador (the party’s 2006 presidential 

candidate and candidate for the 2012 election) and a more moderate party branch. At the time, López Obrador accused the Energy 

Reform of being privatization, and organized protests against it.  He and his followers proposed more government investment 

in Pemex and the oil industry, so as to increase production. Some members of the party took over the congressional podium in 

protest for two weeks in April 2008. However, the party’s moderate wing voted for the watered-down reform in the Senate.

In the PRD’s “Political Line 2011” document, the party a�rms that it has managed to successfully defend the national patrimony 

of the energy industry - oil, gas and electricity – and that it will continue defending it, so Pemex and the CFE remain pillars of 

national sovereignty. 

Presidential Candidate: Josefina Vázquez Mota

Percentage of vote in 2006 elections: 35.89%

Current number of Senators: 52

Current number of Deputies: 147

Current number of State Governors: 8

Presidential Candidate: Andrés Manuel López Obrador

Percentage of vote in 2006 elections: 35.33%

Current number of Senators: 31

Current number of Deputies: 72

Current number of State Governors: 3
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Since President Lázaro Cárdenas announced the oil nationalization on Mexican radio in 1938, the topic of oil exploitation 

and ownership has been an important issue in the mind of the Mexican public. For many Mexicans, the country’s control 

of the oil and gas industry is still a symbol of its sovereignty. As Pemex currently provides about one-third of the Mexican 

government’s income, the subject is also very meaningful for the political parties. However, the content of the political debate 

has shifted since the last general election in 2006, when many regarded liberalization of any kind to be a controversial move. 

In the last six years, the consensus has moved towards being more open to a reform of some kind. Even the PRD, the party 

that strongly opposed the 2008 Energy Reform, is open to discussing which international models Mexico should follow in 

order to better develop its oil and gas industry. 

The political debates on the Energy Reform in 2008 were heated and tense. Congressmen seized the floor of Congress, 

while people marched in protest on the streets of Mexico City; it was a demonstration of the country’s sensitivity to the 

issue. Although a watered down version of the government’s original reform was approved in both chambers of Congress, 

a group of lawmakers in the Chamber of Deputies decided to challenge the constitutionality of part of the regulations. One 

of the reform components challenged was the incentive-based contract model established for Pemex to contract private 

companies. The case ended up in the Mexican Supreme Court, which ultimately ruled that the reform was constitutional. 

However, the legal process considerably delayed the reform’s full implementation. The energy sector and the question of 

more foreign investment in Pemex will be an important issue in the upcoming presidential and congressional campaigns for 

the July 2012 elections. Most presidential candidates have already publicly issued opinions on the topic. 

PARTIDO REVOLUCIONARIO INSTITUCIONAL

The Revolutionary Institutional Party (PRI) finds its origin in 1929, when the National Revolutionary Party (PNR) was founded. 

It later became the PRI in 1946. One of the oldest political parties in Mexico, it held power in the country for over 70 years. 

In 2008, PRI congressmen voted for the reduced version of the Energy Reform. The document “Federal Electoral Platform 

2009-2012” outlines the PRI’s proposals and positions. It proposes, among other things, to reject any procedure that might 

aim at giving up the planning and operation of Pemex’s activities, its market control and the deriving of profit on oil revenues. 

The document also mentions that regulation issued by the government’s executive branch should correspond with the letter 

and spirit of the oil reform. Furthermore, it proposes to ensure that contracts signed do not allow the “infiltration of big 

international consortiums”, and that they do not evade public scrutiny. It does stress the importance of a fiscal reform that 

would substitute fluctuating oil incomes with permanent tax revenue in the long-term.

However, Enrique Peña Nieto, the PRI’s presidential candidate for July 2012, has told Mexican media that he favours opening 

Pemex to private sector participation, although stipulated that he would not privatize the company. He also stated in an 

interview with Grupo Expansión that his party supports this proposal.
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ties” with regard to oil as “it is essential to partner with the 

private sector without letting the state lose ownership of 

the hydrocarbon reserves.” Here Peña Nieto also discussed 

the country’s urgent need for a proper energy reform and 

he stated that this energy reform should come hand in 

hand with a comprehensive tax reform that would reduce 

“our high dependence on oil revenues and give the State a 

stable and sustainable flow of resources in order to meet 

its basic obligations.”

Opening the oil sector to private investment has been 

the main thrust of Peña Nieto’s comments on Mexico’s 

economic future to date, though he has made notable 

statements about other areas of the economy. In an 

October 2011 speech, he said that “there is innovation 

only in those countries that have competition.” He added 

that Mexico should fight against monopolies: a problem 

not limited to the country’s oil and gas sector. He also 

mentioned increased investments in infrastructure, a higher 

credit level, as well as the curbing of the informal economy. 

Concerning social issues, Peña Nieto has pointed out the 

necessity for su�cient access to education and an increase 

in its quality.  Moreover, he has commented on the worrying 

security situation in Mexico, saying that the military should 

be eventually replaced by Mexican police forces in the fight 

against organized crime. Overall, the PRI candidate spoke 

about the importance of boosting economic growth in the 

country and on reducing its poverty rate. “When a country 

grows, employment and families’ income levels rise and 

the doors leading to criminality close,” Peña Nieto said 

during the World Economic Forum in Davos, Switzerland. 

Enrique Peña Nieto, PRI presidential candidate, has 

repeatedly talked about energy reform and the opening 

up of Pemex to the private sector in order to improve 

economic growth, which was 3.9% last year in comparison 

to 5.5% in 2010. Peña Nieto is careful to point out that his 

ideal reform would not imply privatization. 

Peña Nieto was born in 1966 and joined the PRI in 1984. 

In 2003, he was elected to the State of Mexico’s (Estado 

de México) congress as representative of the Atlacomulco 

district, and later became the PRI’s coordinator in the State 

of Mexico’s Chamber of Deputies. He was Governor of the 

State of Mexico from 2005 until 2011, when he registered as 

the PRI’s o�cial presidential pre-candidate. He is currently 

married to Angélica Rivera, an actress. In a February poll by 

Consulta Mitofsky, Peña Nieto was largely the frontrunner, 

with 40% of those asked giving him their preference.

In an interview with Reforma newspaper, Peña Nieto said 

there should doubtless be another energy reform in the 

next administration and that Mexico’s oil sector presents an 

excellent platform for development. In a speech in October 

2011, Peña Nieto asked his audience to stop being afraid 

of reform, get rid of partisan attitudes and avoid being 

“the hostages of ideological positions,” so as to make the 

necessary changes within Pemex. To the Financial Times, 

he said in October 2011: “It is possible to find mechanisms 

that guarantee state ownership of oil in Mexico but that also 

achieve and encourage greater participation of the private 

sector.” In the same interview, the PRI candidate said that he 

would like to see a thorough fiscal reform and that Mexico 

should widen its tax base, as well as lessen its reliance 

on oil revenues. Currently, about one-third of Mexican 

government income comes from the oil sector: a result of 

an over-reliance on tax revenues from Pemex and one of the 

highest rates of uncollected taxes in Latin America. 

The presidential candidate said to Bloomberg in 

November 2011 that making changes to open Pemex more 

to the private sector would be his “signature issue”. He 

also mentioned the Brazilian oil company Petrobras as a 

potential model for the Mexican state-owned company to 

follow: “We can do what Brazil did for its oil company, not 

at the beginning but later, if we open shares to the public,” 

he told Bloomberg. Petrobras is state-owned, but some of 

its shares are traded on the Brazilian stock market. 

At the start of his presidential campaign, on the occasion 

of Pemex’s 74th anniversary, Peña Nieto published a blog 

post and asked the people to let go of their “ideological 

PRESIDENTIAL FRONTRUNNER 
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ties” with regard to oil as “it is essential to partner with the 

private sector without letting the state lose ownership of 

the hydrocarbon reserves.” Here Peña Nieto also discussed 

the country’s urgent need for a proper energy reform and 

he stated that this energy reform should come hand in 

hand with a comprehensive tax reform that would reduce 

“our high dependence on oil revenues and give the State a 

stable and sustainable flow of resources in order to meet 

its basic obligations.”

Opening the oil sector to private investment has been 

the main thrust of Peña Nieto’s comments on Mexico’s 

economic future to date, though he has made notable 

statements about other areas of the economy. In an 

October 2011 speech, he said that “there is innovation 

only in those countries that have competition.” He added 

that Mexico should fight against monopolies: a problem 

not limited to the country’s oil and gas sector. He also 

mentioned increased investments in infrastructure, a higher 

credit level, as well as the curbing of the informal economy. 

Concerning social issues, Peña Nieto has pointed out the 

necessity for su�cient access to education and an increase 

in its quality.  Moreover, he has commented on the worrying 

security situation in Mexico, saying that the military should 

be eventually replaced by Mexican police forces in the fight 

against organized crime. Overall, the PRI candidate spoke 

about the importance of boosting economic growth in the 

country and on reducing its poverty rate. “When a country 

grows, employment and families’ income levels rise and 

the doors leading to criminality close,” Peña Nieto said 

during the World Economic Forum in Davos, Switzerland. 

Enrique Peña Nieto, PRI presidential candidate, has 

repeatedly talked about energy reform and the opening 

up of Pemex to the private sector in order to improve 

economic growth, which was 3.9% last year in comparison 

to 5.5% in 2010. Peña Nieto is careful to point out that his 

ideal reform would not imply privatization. 

Peña Nieto was born in 1966 and joined the PRI in 1984. 

In 2003, he was elected to the State of Mexico’s (Estado 

de México) congress as representative of the Atlacomulco 

district, and later became the PRI’s coordinator in the State 

of Mexico’s Chamber of Deputies. He was Governor of the 

State of Mexico from 2005 until 2011, when he registered as 

the PRI’s o�cial presidential pre-candidate. He is currently 

married to Angélica Rivera, an actress. In a February poll by 

Consulta Mitofsky, Peña Nieto was largely the frontrunner, 

with 40% of those asked giving him their preference.

In an interview with Reforma newspaper, Peña Nieto said 

there should doubtless be another energy reform in the 

next administration and that Mexico’s oil sector presents an 

excellent platform for development. In a speech in October 

2011, Peña Nieto asked his audience to stop being afraid 

of reform, get rid of partisan attitudes and avoid being 

“the hostages of ideological positions,” so as to make the 

necessary changes within Pemex. To the Financial Times, 

he said in October 2011: “It is possible to find mechanisms 

that guarantee state ownership of oil in Mexico but that also 

achieve and encourage greater participation of the private 

sector.” In the same interview, the PRI candidate said that he 

would like to see a thorough fiscal reform and that Mexico 

should widen its tax base, as well as lessen its reliance 

on oil revenues. Currently, about one-third of Mexican 

government income comes from the oil sector: a result of 

an over-reliance on tax revenues from Pemex and one of the 

highest rates of uncollected taxes in Latin America. 

The presidential candidate said to Bloomberg in 

November 2011 that making changes to open Pemex more 

to the private sector would be his “signature issue”. He 

also mentioned the Brazilian oil company Petrobras as a 

potential model for the Mexican state-owned company to 

follow: “We can do what Brazil did for its oil company, not 

at the beginning but later, if we open shares to the public,” 

he told Bloomberg. Petrobras is state-owned, but some of 

its shares are traded on the Brazilian stock market. 

At the start of his presidential campaign, on the occasion 

of Pemex’s 74th anniversary, Peña Nieto published a blog 

post and asked the people to let go of their “ideological 
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Expansión, López Obrador said, “The Norwegian model 

matters more [than the Brazilian model] because apart 

from the fact that it conserves the nation’s oil property, it 

reminds us not to squander away the resources obtained 

from the oil industry.”

At the start of his presidential campaign in March 2012, 

López Obrador’s main proposals for Mexico’s oil and 

gas industry involved reducing electricity and fuel costs 

through energy sector integration and the construction 

of five big refineries in the states of Hidalgo, Guanajuato, 

Oaxaca, Tabasco and Campeche. According to the 

candidate, with this new infrastructure, the country will 

stop importing 500,000 daily barrels of fuel which cost 

US$26 billion a year. “We will stop selling and exporting 

crude oil gradually, and we will process all the raw material 

to give it an added value and generate profits and jobs in 

the country,” he said.

During one of his pre-campaign tours in January, in the 

state of Guanajuato, López Obrador announced that he 

intended to appoint Adolfo Hellmund López as the new 

Minister of Energy and task him with integrating the 

country’s entire energy sector into a single entity. López 

Obrador’s list of proposals regarding Mexico’s energy 

sector is quite extensive. Among them are his plans to 

eliminate the corruption that exists within Pemex and 

the CFE, to allocate su�cient resources to research and 

technological development, to give full priority to national 

companies in purchasing and contracting of services, 

and to create a national energy transition programme to 

reduce the country’s dependence on fossil fuels as well 

as to create the Institute of Renewable Energies that will 

enhance the development of clean energy. 

election—as of April 2011—the polls show growing support 

for Vázquez Mota. 

Reworking the country’s role in the oil and gas industry 

figures on her long list of promises to the Mexican 

population. She believes that Pemex should be owned 

by the Mexican people, but also states that listing the 

company on the national stock exchange is a possibility 

worth considering. She advocates a more competitive 

Pemex that adequately utilizes the country’s resources as 

a source of economic growth.  

During a Reuters’ interview, Vázquez Mota said, “I’m willing 

to evaluate a constitutional reform that provides the country 

with a powerful energy platform that we don’t have at the 

moment. […] In the end, the most important thing might 

not be whether we list Pemex on the stock exchange or 

not; this could be a consequence of many hasty decisions.”  

In January, the PAN’s presidential candidate said making 

Pemex part of the country’s stock exchange was an option, 

“but not the only one.” The candidate says that before 

taking any decisions regarding Pemex’s future, Mexico must 

first make decisions about co-investment.

“More than a new energy reform, what we need is to 

continue working on the issues that we have not yet 

reformed,” Vázquez Mota says. Mexico’s most urgent need 

regarding its energy sector is to look towards the future 

instead of having its “gaze anchored in the past,” she 

says, adding that  Mexico’s energy industry cannot keep 

growing with so many obstructions in the sector.

Vázquez Mota says that Mexico’s number one priority in the 

oil industry is to push towards the modernization of Pemex 

in order for the company to stop importing oil and to “bet 

on its own future.” Soon after setting o� her presidential 

campaign, the candidate stated that if victorious in the 

elections she would rethink Pemex’s entire operation to 

make it more productive. “Pemex has to be in an area of 

productivity and economic growth, I think it is urgent to 

invest all of the surpluses from the oil sector in infrastructure,” 

she said. Vázquez Mota also encouraged Mexico to learn 

from countries such as Brazil, Norway, Canada and the 

United Kingdom as they have demonstrated that political 

will is capable of achieving reform. 

It is clear that advocating for Mexico’s economic growth 

is a top priority on all of the candidates’ lists this election 

year. For Vázquez Mota, choosing the correct strategy to 

reverse the country’s declining oil production might be the 

key to keeping the PAN at the top of the government, and 

ushering in Mexico’s first female president.

Andres Manuel López Obrador, commonly known in 

Mexico as ‘AMLO’, was born in Macuspana, Tabasco in 

1953. He received a Bachelor’s degree in Political Science 

and Public Administration from the Universidad Nacional 

Autónoma de México (UNAM). López Obrador worked 

as director of the Instituto Indigenista de Tabasco (the 

Indigenous Institute of Tabasco) and, in 1983, used that 

experience to become President of the PRI’s (Partido 

Revolucionario Institucional) Tabasco chapter.   

Today, he is the o�cial candidate for the PRD (Partido de 

la Revolución Democrática), the PT (Partido del Trabajo) 

and Movimiento Ciudadano (Citizen’s Movement) for 

Mexico’s 2012 presidential election. Although he sounds 

confident regarding his chances for victory, many people 

still remember him for the 2006 scandal that followed his 

presidential election loss to PAN party’s candidate Felipe 

Calderón by just 0.56%. 

López Obrador asserted that a series of election frauds 

were committed against him and demanded a recount 

with his famous chant “voto por voto, casilla por casilla” 

(vote by vote, voting booth by voting booth). He declared 

himself “the legitimate President of Mexico” and seized 

the city centre as the presidential base for “Mexico’s 

legitimate government”. The political tension in the 

air slowly dissipated and, in the end, López Obrador’s 

protests only propelled a big drop in his popularity. 

Nevertheless, six years later, he decided to give the 

presidential race another shot. He was chosen as the 

PRD’s o�cial candidate over Mexico City’s mayor, 

Marcelo Ebrard Casaubón. López Obrador has repeatedly 

demonstrated his extreme opposition towards the 

privatization of Pemex, unlike one of his opposing 

candidates, the PRI’s Enrique Peña Nieto. It is his view that 

the country’s oil and gas industry belongs to the Mexican 

state—as declared by Article 27 in the Constitution—and 

therefore, among other things, should never be listed on 

the stock market. López Obrador believes that opening up 

the energy sector to private enterprises would generate 

several problems. During one of his pre-campaign tours, 

the PRD candidate stated that, “A possible transfer of 

ownership of the oil sector to private parties would 

bring more damage to Mexico. Not only would it a�ect 

the people, but also the Mexican businessmen because 

it would make them defenseless and they would not be 

able to get cheap energy supplies for the development of 

their businesses.” He has said, though, that Pemex should 

try to imitate the model of Statoil, the Norwegian state 

company which is owned mostly by the state but allows 

private investment. In a December 2011 interview with 

If victorious in the 2012 presidential election, Josefina 

Vázquez Mota would become Mexico’s first-ever female 

president. After several months competing, Vázquez 

Mota, former Minister of Education under President Felipe 

Calderón, received the ruling Partido Acción Nacional 

(PAN) party’s vote to become its candidate with a 53% 

preference over the other potential candidates.

Born in Mexico City as Josefina Eugenia Vázquez Mota in 

1961, the PAN’s presidential candidate graduated with a 

Bachelor’s degree in economics from Mexico’s Universidad 

Iberoamericana. She later earned degrees from both the 

Instutito Panamericano de Alta Dirección de Empresas 

(IPADE) and from the Instituto Tecnológico Autónomo 

de México (ITAM). Before launching her political career, 

Vázquez Mota did some work as an economic journalist, 

writing for Novedades, El Financiero and El Economista. 

Appointed by President Vicente Fox, she served as Minister 

of Social Development until January 2006.  President 

Calderón then appointed her Minister of Education, a post 

she held until September 2009.

Vázquez Mota served as Coordinator of the PAN’s 

Parliamentary Group in the House of Representatives for 

two years, from September 2009 to September 2010. She 

was commissioned with this position in order to facilitate 

the construction of her political platform on path to 

the presidential election. Although Enrique Peña Nieto, 

the candidate for the PRI, is still the frontrunner in the 

LÓPEZ OBRADOR RUNS AGAIN 
FOR PRESIDENT
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Expansión, López Obrador said, “The Norwegian model 

matters more [than the Brazilian model] because apart 

from the fact that it conserves the nation’s oil property, it 

reminds us not to squander away the resources obtained 

from the oil industry.”

At the start of his presidential campaign in March 2012, 

López Obrador’s main proposals for Mexico’s oil and 

gas industry involved reducing electricity and fuel costs 

through energy sector integration and the construction 

of five big refineries in the states of Hidalgo, Guanajuato, 

Oaxaca, Tabasco and Campeche. According to the 

candidate, with this new infrastructure, the country will 

stop importing 500,000 daily barrels of fuel which cost 

US$26 billion a year. “We will stop selling and exporting 

crude oil gradually, and we will process all the raw material 

to give it an added value and generate profits and jobs in 

the country,” he said.

During one of his pre-campaign tours in January, in the 

state of Guanajuato, López Obrador announced that he 

intended to appoint Adolfo Hellmund López as the new 

Minister of Energy and task him with integrating the 

country’s entire energy sector into a single entity. López 

Obrador’s list of proposals regarding Mexico’s energy 
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and to create a national energy transition programme to 

reduce the country’s dependence on fossil fuels as well 

as to create the Institute of Renewable Energies that will 

enhance the development of clean energy. 

election—as of April 2011—the polls show growing support 

for Vázquez Mota. 

Reworking the country’s role in the oil and gas industry 
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population. She believes that Pemex should be owned 
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to evaluate a constitutional reform that provides the country 

with a powerful energy platform that we don’t have at the 
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instead of having its “gaze anchored in the past,” she 
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make it more productive. “Pemex has to be in an area of 

productivity and economic growth, I think it is urgent to 

invest all of the surpluses from the oil sector in infrastructure,” 

she said. Vázquez Mota also encouraged Mexico to learn 

from countries such as Brazil, Norway, Canada and the 

United Kingdom as they have demonstrated that political 

will is capable of achieving reform. 

It is clear that advocating for Mexico’s economic growth 

is a top priority on all of the candidates’ lists this election 

year. For Vázquez Mota, choosing the correct strategy to 

reverse the country’s declining oil production might be the 

key to keeping the PAN at the top of the government, and 

ushering in Mexico’s first female president.

Andres Manuel López Obrador, commonly known in 

Mexico as ‘AMLO’, was born in Macuspana, Tabasco in 

1953. He received a Bachelor’s degree in Political Science 

and Public Administration from the Universidad Nacional 

Autónoma de México (UNAM). López Obrador worked 

as director of the Instituto Indigenista de Tabasco (the 

Indigenous Institute of Tabasco) and, in 1983, used that 

experience to become President of the PRI’s (Partido 

Revolucionario Institucional) Tabasco chapter.   

Today, he is the o�cial candidate for the PRD (Partido de 

la Revolución Democrática), the PT (Partido del Trabajo) 

and Movimiento Ciudadano (Citizen’s Movement) for 

Mexico’s 2012 presidential election. Although he sounds 

confident regarding his chances for victory, many people 

still remember him for the 2006 scandal that followed his 

presidential election loss to PAN party’s candidate Felipe 

Calderón by just 0.56%. 

López Obrador asserted that a series of election frauds 

were committed against him and demanded a recount 

with his famous chant “voto por voto, casilla por casilla” 

(vote by vote, voting booth by voting booth). He declared 

himself “the legitimate President of Mexico” and seized 

the city centre as the presidential base for “Mexico’s 

legitimate government”. The political tension in the 

air slowly dissipated and, in the end, López Obrador’s 

protests only propelled a big drop in his popularity. 

Nevertheless, six years later, he decided to give the 

presidential race another shot. He was chosen as the 

PRD’s o�cial candidate over Mexico City’s mayor, 

Marcelo Ebrard Casaubón. López Obrador has repeatedly 

demonstrated his extreme opposition towards the 

privatization of Pemex, unlike one of his opposing 

candidates, the PRI’s Enrique Peña Nieto. It is his view that 

the country’s oil and gas industry belongs to the Mexican 

state—as declared by Article 27 in the Constitution—and 

therefore, among other things, should never be listed on 

the stock market. López Obrador believes that opening up 

the energy sector to private enterprises would generate 

several problems. During one of his pre-campaign tours, 

the PRD candidate stated that, “A possible transfer of 

ownership of the oil sector to private parties would 

bring more damage to Mexico. Not only would it a�ect 

the people, but also the Mexican businessmen because 

it would make them defenseless and they would not be 

able to get cheap energy supplies for the development of 

their businesses.” He has said, though, that Pemex should 

try to imitate the model of Statoil, the Norwegian state 

company which is owned mostly by the state but allows 

private investment. In a December 2011 interview with 

If victorious in the 2012 presidential election, Josefina 

Vázquez Mota would become Mexico’s first-ever female 

president. After several months competing, Vázquez 

Mota, former Minister of Education under President Felipe 

Calderón, received the ruling Partido Acción Nacional 

(PAN) party’s vote to become its candidate with a 53% 

preference over the other potential candidates.

Born in Mexico City as Josefina Eugenia Vázquez Mota in 

1961, the PAN’s presidential candidate graduated with a 

Bachelor’s degree in economics from Mexico’s Universidad 

Iberoamericana. She later earned degrees from both the 

Instutito Panamericano de Alta Dirección de Empresas 

(IPADE) and from the Instituto Tecnológico Autónomo 

de México (ITAM). Before launching her political career, 

Vázquez Mota did some work as an economic journalist, 

writing for Novedades, El Financiero and El Economista. 

Appointed by President Vicente Fox, she served as Minister 

of Social Development until January 2006.  President 

Calderón then appointed her Minister of Education, a post 

she held until September 2009.

Vázquez Mota served as Coordinator of the PAN’s 

Parliamentary Group in the House of Representatives for 

two years, from September 2009 to September 2010. She 

was commissioned with this position in order to facilitate 

the construction of her political platform on path to 

the presidential election. Although Enrique Peña Nieto, 

the candidate for the PRI, is still the frontrunner in the 

LÓPEZ OBRADOR RUNS AGAIN 
FOR PRESIDENT

JOSEFINA VÁZQUEZ MOTA’S 
STRATEGY TO REVITALIZE THE PAN
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The 2008 Energy Reform drastically changed Mexico’s contracting system with the introduction 

of Integrated Service Contracts (ISCs). For the first time, contractors working for Pemex can be 

rewarded based on production and e�ciency: a major incentive for companies wishing to work 

alongside the NOC. 

For both domestic and international companies, understanding the Mexican contracting regime 

can be something of a minefield. In this chapter, we take a look at the first round of ISCs, and talk 

to Pemex, the government, the regulator, the industry and legal professionals to gain a deeper 

insight into what can be learnt from them for the future. We also examine the second round, 

which was announced at the end of 2011, and present case studies to illustrate how contracting 

is done elsewhere in Latin America.
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of 10,000 bbl/day, and a minimum previous investment of 

US$35 million (although this is likely to change in future 

rounds). The company will also need HSE certification and 

a su�ciently high credit rating in order to be prequalified. 

This primary phase will be an evaluation stage and 

will last approximately three weeks. After this, eligible 

companies may apply for a bidding package, which costs  

US$25,000 plus VAT. Companies must also sign a 

confidentiality agreement at this stage. Subsequently, the 

clarifications phase takes place, during which visits to the 

contract area will be arranged, and meetings to discuss 

technical, legal and economic matters will be held. After 

this follows the consortium phase, when bidders may come 

together in order to bring the best o�er to the table. Finally, 

a bid guarantee secured with a letter of credit for US$1 

million will allow a company to be fully qualified to sign 

an integrated service contract. Tenders will be won by the 

company or consortium that can o�er the lowest fee per 

barrel, with ties being solved by a second bid to increase 

the minimum work commitment for the evaluation phase.

and accepted by international oil companies (IOCs), and 

indeed, there was a period of consultation with some of the 

world’s leading IOCs before the contracting system went 

to the Mexican government for ratification. In this spirit, 

the new contracts look like those found in many countries 

where the oil and gas industry is government controlled. 

For contractors, remuneration will be based on a fee per 

barrel produced and an integrated cost recovery scheme, 

expense limits are placed on contracts, which also specify 

a flexible work area, set terms, phases and investment, and 

a minimum work commitment. These contracts are known 

as integrated service contracts because they include the 

execution of all the services required for the appraisal, 

development and production of hydrocarbons in the area 

specified in the contract.

In order to bid for an integrated service contract, a 

company must go through five phases. The first of these 

is prequalification; to participate, companies must have 

previous operating experience, with minimum production 

companies can o�er consecutive discount o�ers. There 

will be a negotiation stage where tender guidelines can be 

negotiated as long as they are shown to have an impact 

on the economic content of a bid. For consortium bids, 

under certain conditions, consortium members can now be 

substituted prior to the execution of the agreement.

Contracts already signed by Pemex can now be amended 

as long as such amendments are needed due to either 

developments in technology, variations in the market price 

of equipment and materials, new information, or anything 

else related to a project’s e�ciency.

There are also a number of financial features related to 

the new contracting framework. First, bidders will have 

to be rated by agencies that are registered with Mexico’s 

National Banking and Securities Commission.  Pemex will 

now be allowed to receive guarantees from the parent 

companies of bidding companies. One feature that will 

remain the same is that Pemex will continue to pay its 

contractors only in cash. 

For the first time, Pemex will be allowed to o�er incentive-

based contracts. Compensation formulae can now 

include production incentives based on standard industry 

indicators such as production volume, costs, recovered and 

incorporated reserves. Extra compensation may also be 

arranged in a contract as long as it is based on e�ciency 

increases that lower costs or raise profits for Pemex.

The introduction of incentive-based contracts is arguably 

one of the biggest changes ever made to Pemex’s 

contracting methodology. Before this, the biggest 

change came in 2002 when Pemex launched multiple 

service contracts (MSCs), which focused on fostering 

investment in Mexico’s gas industry by allowing various 

services provided to Pemex to be consolidated into one 

contract. MSCs could include geophysical work, field and 

production engineering, drilling, infrastructure design, 

construction and maintenance, and gas transportation. As 

in any other contract, Pemex reserved the ownership of all 

hydrocarbons. MSCs were designed to last for between 10 

and 20 years depending on the field.

However, a new contracting model was introduced in 

2008. As in all Pemex contracts, the new integrated 

service contracts would not give the contractors any 

rights to book reserves, and all hydrocarbons produced 

will belong to Mexico. Pemex states that they designed the 

contract model based on terms and mechanisms known 

As Pemex is the sole owner of Mexico’s oil and gas 

reserves, any oil and gas company that wishes to do 

business in Mexico must navigate the often-complex path 

of contracting with the NOC. The 2008 Energy Reform 

changed this environment significantly by addressing 

many of the regulatory and legal issues contractors found 

most challenging. 

Before the 2008 reform, Pemex was forced into a position 

that many commentators saw as directly a�ecting their 

drive for productivity, namely that a statutory restriction 

forced the company to pay its contractor’s fixed fees, 

regardless of how e�cient the contractor was at 

completing the assigned project, or the project’s eventual 

productivity. A second restriction was that, once Pemex 

had signed a service contract, it was e�ectively impossible 

to change the terms of the contract, even if the nature of 

the work changed during the course of the project. This 

environment was not conducive to encouraging foreign 

companies to invest in the Mexican market, particularly 

given the fact that Pemex was also granted the statutory 

right to terminate contracts for general interest reasons.

The 2008 Energy Reform created a single set of rules that 

were brought into existence through provisions from the 

Acquisition, Leasing and Public Services Law, the Public 

Works and Related Services Law, and a new code that 

lays out regulations for contracting between Pemex and  

other companies.

Some of the procurement procedure methods remained 

the same under the new rules. First, open tendering can 

still occur; invitations can be o�ered to three bidders, 

and single source procurement can still take place. 

However, there are some new components. For example, 

there will now be a register of contractors that will keep 

exhaustive records of previous exploration and production 

contracts, individual contractors and their certifications, 

as well as penalties that have been imposed in the past 

and contractors that are banned from the bidding  

process. Finally, the register will serve as a database 

detailing contractors’ past performance, including safety 

records, adherence to environmental standards, and 

e�ciency performance.

In certain tenders under the new regulations, pre-

qualification proceedings will take place; there will also 

be new evaluation methods used for bids, including best 

price, net current value, binary and cost-benefit methods, 

among others. When goods or services are standardized, 
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OBJECTIVES OF THE NATIONAL 
HYDROCARBONS COMMISSION:

 maximum volume of crude oil and natural gas in  

 the long term, in economically viable conditions for  

 wells, fields and abandoned reservoirs, or in   

 process of abandonment or exploitation.

 reserves based on available technology and in line  

 with the economic viability of projects.

 exploration and extraction of hydrocarbons, in  

 terms of production and economic results.

 hydrocarbon exploration and exploitation.

 industrial safety are in place for the exploration  

 and extraction of hydrocarbons.

 hydrocarbons during their extraction.

these two systems, with a tendency to lean towards 

the performance-based approach. However, where the 

CNH di�ers from other regulatory agencies around the 

world is its relative lack of independence from the state 

operator, Pemex. Although projects such as Pemex and 

the CNH working together to improve Pemex’s internal 

standards and procedures are necessary, Pemex’s close 

relationship with the state has a detrimental impact on 

the transparency and e�ciency of the Mexican oil and gas 

industry. This raises the question of how e�ective the CNH 

can be in regulating the NOC.

In Brazil, where the ANP works as the country’s regulatory 

agency in tandem with Petrobras, the national oil company, 

the regulatory agency is not only responsible for analysing 

and approving exploration and production plans, but also 

for drafting PSAs and bid tender protocols. Brazil still has 

rules to make sure that Petrobras has a minimum stake 

of 30% in its most strategic national projects, and has a 

right to take projects without a tender in certain situations. 

Unlike in Mexico, though, this procedure is laid out 

transparently, and companies can participate as operator 

in even the country’s lucrative pre-salt projects. The CNH 

does not currently fulfil this role of bid writer and overseer 

of tenders, and Pemex operates all areas in the country by 

default. Only recently have we seen some of these blocks 

tendered to companies under integrated service contracts, 

but Pemex is still ultimately responsible for such tenders, 

rather than the CNH operating as an independent and 

transparent agency. Until this changes, Mexico will still lag 

behind its international counterparts.

When talking about the role that he expects the CNH 

to play in the years to come, Camero Godínez says: “As 

it currently stands, CNH only regulates Pemex and only 

through Pemex can it indirectly regulate private parties. 

For example, as regulators, the Energy Ministry never talks 

directly to providers. Our relationship is with Pemex, and 

Pemex must make sure that its providers comply with 

whatever we ask Pemex to do. 

“The priorities of the CNH in the future will depend on what 

resources they have. As long as they can increase their human 

resources, gain access to better software and hardware and 

to more specialized people, they should first try to solidify 

what they have already done and not rush things, because 

they are dealing with a company that has 150,000 people 

and that used to be self-regulated until only recently. Maybe 

the Commission sometimes says that they should already be 

at the same level as the regulators in Brazil or Norway, but I 

think that as far as the scope of the 2008 reform goes, they 

are moving at a relatively good rate.”

two di�erent approaches. The prescriptive model, used 

in Brazil, the US, China, Indonesia and Malaysia, directs 

oil and gas activities through detailed regulations and 

requirements, and it is up to the regulators to impose 

technical standards. This model requires detailed 

regulation for oil and gas activities, and a high level of 

compulsory technical standards. It implies less flexibility 

in operations. Under this system, operating plans and 

environmental impact assessments must be submitted, 

but predominantly to establish regulatory compliance. 

As a result, approvals are granted relatively quickly. 

Regulators in these systems play an active role in 

setting the requirements for the operators and enforcing  

technical standards.

In the second model, which is performance-based and 

used in Norway, the UK, Australia and Canada, regulators 

get fully involved in each project, and each is examined 

on a case-by-case basis. In this model, operators must be 

more proactive in the design of their projects. The design 

and strategy of the performance-based system is based on 

government and industry objectives, demands extensive 

participation from both the industry and the regulator 

in terms of expertise, management and flexibility, and 

emphasizes e�ciency rather than maximum oversight. 

Approvals are slower under this system, as operators must 

show that they have identified the methods, technology, 

risks and equipment needed to meet their specified 

objectives. In turn, regulators must set the industry 

objectives and keep up to date with industry standards. 

On the regulatory front, the CNH works as a hybrid of 

“The CNH has already had a positive e�ect on a number 

of Pemex decisions, for example in Chicontepec,” says 

Eduardo Camero Godínez, Director General of Exploration 

and Exploitation at Mexico’s Energy Ministry. “Pemex has 

been criticized for the way that it handled Chicontepec, 

but I think that it hasn’t received the recognition for being 

very open to criticism and suggestions on how it could 

better develop Chicontepec. The CNH has been adamant 

about implementing the changes it suggested, and Pemex 

was very receptive to these changes, something it has not 

received enough recognition for as a large company where 

quick changes are often di�cult.”

“For the last 70 years, Pemex was held accountable only in 

terms of results, not in terms of regulation. Adjusting to the 

new way of operating is taking some time, but you cannot 

expect such a large company to do this from one day to the 

next. Clashes are inevitable; sometimes the two organizations 

have clashed when Pemex believes it is complying with the 

new regulator when actually they are not.”

So far, the CNH has worked on a number of projects 

according to its mandate. These include an e�ort to 

force Pemex to avoid and reduce gas flaring and venting, 

creating an outline for correct approval of reserves, 

bringing in third parties to evaluate Pemex’s reports, 

writing a technical paper regarding oil and gas recovery 

factors, and compiling a first review of tertiary Gulf of 

Mexico oil. In October 2010, the CNH introduced the first 

package of guidelines for deepwater projects. 

In March 2010, following an in-depth evaluation, the CNH 

published a report that called on Pemex to focus on 

improving production at its existing wells at Chicontepec 

before it drills new wells. CNH re-evaluated the 

Chicontepec project after Pemex missed output targets 

at the field and faced drilling delays in 2009. The report 

concluded that the design phase at Chicontepec had not 

been completed to the required level, and therefore the 

technological alternatives for production had not been 

fully and thoroughly analysed. As a result of its inquiry, 

the CNH recommended the redefinition of Pemex’s 

strategy, and called for more studies to find appropriate 

technologies for Chicontepec. The subsequent public 

outrage forced Pemex to implement so-called field labs 

administered by international oilfield service companies to 

test new technologies on a small scale. 

E&P regulatory systems are generally broken down into 

The Comisión Nacional de Hidrocarburos (CNH), or 

National Hydrocarbons Commission, was established 

by Congress following Mexico’s 2008 Energy Reform 

legislation as a decentralized agency from the Energy 

Ministry with the mandate to strengthen the position of 

the Mexican State as the highest and only authority in 

the oil industry. Under this new institutional arrangement, 

the CNH has the technical and operational autonomy to 

regulate and supervise the exploration and exploitation of 

the Nation’s hydrocarbons. The CNH was formally installed 

on May 20, 2009, and began its activities in July 2009. 

The government took the decision to create the CNH after 

many years of self-regulation of the industry, a mixture of 

Pemex self-regulation and Energy Ministry influence that 

often led to conflicts and questions about the transparency 

and e�ciency of the industry. Before the 2008 Energy 

Reform, Pemex was operating under a legal framework 

that had not been revised since the late 1970s. The CNH 

was introduced partly in order to stimulate ‘innovative 

decision making’ that Pemex needed to help it overcome 

its challenges. 

The legal mandate of the CNH has four di�erent aspects: 

policy, operations, supervision, and information. In the 

area of policy, the CNH is tasked with contributing to the 

technical aspects of Mexico’s energy discussion, playing 

a part in developing a reserves policy for the country, 

and is responsible for the assessment, quantification 

and verification of Mexico’s hydrocarbon reserves. On 

the operations side, the CNH must establish technical 

guidelines for projects, sanction and establish project 

limits, identify the technical proposals that will optimize oil 

recovery, issue and establish o�cial standards, and o�er a 

technical opinion on land assignation and the cancellation 

of exploration and production activities. The CNH must 

furthermore supervise, check, monitor and verify the 

fulfilment of blocks assigned, and establish evaluation 

processes related to operational e�ciency. The final task 

of the CNH is to provide information: obtain, analyse and 

keep up-to-date statistics on the industry, and establish 

a comprehensive public petroleum registry. The registry 

should contain records of adopted resolutions, blocks 

and areas assigned, and oil reserve zones, among other  

key data.

A governing body composed of the president 

commissioner and four other commissioners runs the 

CNH. The president can renew his term once and serve a 

total of two five-year terms. Under the commissioners is an 

executive secretary and an auditing unit, and below these 

there will be five director generals, each responsible for a 

specific unit: legal, hydrocarbons, supervision and control, 

standardization, and operation.

DOES THE CNH LIVE UP TO EXPECTATIONS?
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these two systems, with a tendency to lean towards 

the performance-based approach. However, where the 

CNH di�ers from other regulatory agencies around the 

world is its relative lack of independence from the state 

operator, Pemex. Although projects such as Pemex and 

the CNH working together to improve Pemex’s internal 

standards and procedures are necessary, Pemex’s close 

relationship with the state has a detrimental impact on 

the transparency and e�ciency of the Mexican oil and gas 

industry. This raises the question of how e�ective the CNH 

can be in regulating the NOC.

In Brazil, where the ANP works as the country’s regulatory 

agency in tandem with Petrobras, the national oil company, 

the regulatory agency is not only responsible for analysing 

and approving exploration and production plans, but also 

for drafting PSAs and bid tender protocols. Brazil still has 

rules to make sure that Petrobras has a minimum stake 

of 30% in its most strategic national projects, and has a 

right to take projects without a tender in certain situations. 

Unlike in Mexico, though, this procedure is laid out 

transparently, and companies can participate as operator 

in even the country’s lucrative pre-salt projects. The CNH 

does not currently fulfil this role of bid writer and overseer 

of tenders, and Pemex operates all areas in the country by 

default. Only recently have we seen some of these blocks 

tendered to companies under integrated service contracts, 

but Pemex is still ultimately responsible for such tenders, 

rather than the CNH operating as an independent and 

transparent agency. Until this changes, Mexico will still lag 

behind its international counterparts.

When talking about the role that he expects the CNH 

to play in the years to come, Camero Godínez says: “As 

it currently stands, CNH only regulates Pemex and only 

through Pemex can it indirectly regulate private parties. 

For example, as regulators, the Energy Ministry never talks 

directly to providers. Our relationship is with Pemex, and 

Pemex must make sure that its providers comply with 

whatever we ask Pemex to do. 

“The priorities of the CNH in the future will depend on what 

resources they have. As long as they can increase their human 

resources, gain access to better software and hardware and 

to more specialized people, they should first try to solidify 

what they have already done and not rush things, because 

they are dealing with a company that has 150,000 people 

and that used to be self-regulated until only recently. Maybe 

the Commission sometimes says that they should already be 

at the same level as the regulators in Brazil or Norway, but I 

think that as far as the scope of the 2008 reform goes, they 

are moving at a relatively good rate.”

two di�erent approaches. The prescriptive model, used 

in Brazil, the US, China, Indonesia and Malaysia, directs 
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requirements, and it is up to the regulators to impose 
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of Pemex decisions, for example in Chicontepec,” says 

Eduardo Camero Godínez, Director General of Exploration 

and Exploitation at Mexico’s Energy Ministry. “Pemex has 

been criticized for the way that it handled Chicontepec, 
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So far, the CNH has worked on a number of projects 
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published a report that called on Pemex to focus on 

improving production at its existing wells at Chicontepec 

before it drills new wells. CNH re-evaluated the 
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test new technologies on a small scale. 
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decision making’ that Pemex needed to help it overcome 

its challenges. 
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area of policy, the CNH is tasked with contributing to the 
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a part in developing a reserves policy for the country, 

and is responsible for the assessment, quantification 
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guidelines for projects, sanction and establish project 

limits, identify the technical proposals that will optimize oil 

recovery, issue and establish o�cial standards, and o�er a 

technical opinion on land assignation and the cancellation 

of exploration and production activities. The CNH must 

furthermore supervise, check, monitor and verify the 

fulfilment of blocks assigned, and establish evaluation 

processes related to operational e�ciency. The final task 

of the CNH is to provide information: obtain, analyse and 

keep up-to-date statistics on the industry, and establish 

a comprehensive public petroleum registry. The registry 

should contain records of adopted resolutions, blocks 

and areas assigned, and oil reserve zones, among other  

key data.

A governing body composed of the president 

commissioner and four other commissioners runs the 

CNH. The president can renew his term once and serve a 

total of two five-year terms. Under the commissioners is an 

executive secretary and an auditing unit, and below these 

there will be five director generals, each responsible for a 

specific unit: legal, hydrocarbons, supervision and control, 

standardization, and operation.
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Until 1995, Petrobras, Brazil’s state-owned oil and gas 

company, had a complete monopoly on the country’s oil 

and gas reserves. However, a constitutional amendment 

meant that in 1997 a new petroleum law could be passed, 

bringing liberalization to the industry. This led to a boom 

in the Brazilian oil market; the number of oilfield service 

providers has increased from 210 in 2000 to 1,761 in 2008, 

national oil production in that time increased an impressive 

75%, and the share of oil and gas in Brazil’s GDP jumped 

from 2.8% in 2007 to 11% at the end of 2010.

The concession method of contracting, which worked 

successfully from 1997 to 2006, was reassessed following 

the 2006 discovery of potentially huge reserves in 

Brazil’s pre-salt. As a result of the discovery, the Brazilian 

government halted the eighth bidding round that was 

taking place, and removed all 41 pre-salt blocks from the 

ensuing bidding round in 2008. The government then 

announced the creation of a task force charged with 

issuing recommendations on a new regulatory framework 

that would capitalize on Brazil’s deepwater pre-salt blocks. 

The task force advised Brazil to opt for a production-

sharing model, and drafted new bills that were submitted 

to Congress in 2009. These bills addressed the following: 

first, the capitalization of Petrobras; second, the creation of 

a new state-owned company, Petro-Sal; third, the creation 

of a social fund; and, finally, the adoption of production 

sharing agreements (PSA). 

Under the PSA scenario, a portion of oil produced during 

a partnership will be subtracted as cost oil and royalties. 

The remaining oil will be considered profit oil, which is 

then divided between the contracted oil companies and 

the state. The first of the main players in any PSA is Brazil’s 

oil and gas regulator (ANP), which is responsible for 

analysing and approving exploration and production plans 

and drafting PSAs and bid tender protocols. Petro-Sal, 

the newly-created state agency participates in all PSAs as 

part of any consortium with 50% of seats in all operational 

committees, and the responsibility of electing the 

operation committee’s president, who holds the casting 

vote and has veto powers. Petrobras acts as operator in 

all pre-salt PSAs, and will always have a minimum 30% 

participation in any agreement. The final participant in 

PSAs will be third-party oil companies. Petrobras can also 

be contracted directly by the government to operate a 

block independently. 

Since Brazil’s lower house of Congress approved new oil 

regulations in December 2010, Petrobras has become 

the sole operator of newly auctioned oil fields. While 

this increased government control over the industry has 

reduced competition, the upside is the development of 

an integrated acquisition programme and a standardized 

set of technical requirements for equipment and materials. 

Although Mexico and Brazil do not share the same 

contracting model, they are alike in the sense that the 

regulator is only responsible for approving and analysing 

E&P plans.

Juan Carlos Zepeda Molina, President of Mexico’s upstream regulator, CNH, defends the fact 

that Pemex is responsible for implementing contracts in Mexico by explaining that the CNH is 

responsible for assessing all projects once they have been assigned: 

“Firstly, all projects have to be presented to the CNH for technical assessment, regardless of 

whether Pemex does it on its own or through a third party. 

“Secondly, the 2009 Pemex Law requires the CNH to make contracts public. We have a responsibility embedded in the 

law as an ombudsman, responsible for bringing transparency to the industry. All these contracts will be public on the 

CNH homepage. Apart from that, we provide technical assessment and policy recommendations to SENER, including 

which areas we feel are suitable to be developed by third parties.”

During Colombia’s oil boom in the early 20th century, 

most of the contracts handed out to private multinational 

companies were concession contracts. These contracts 

stood out at the time because, unlike in almost every 

other country, they were favourable to the Colombian 

government rather than private oil interests. 

In 1974, the contracting model was redesigned to ensure that 

the Colombian state oil company Ecopetrol, founded in 1951, 

would be the only company allowed to explore and exploit 

Colombia’s hydrocarbon resources. This change of policy 

was caused by the global oil crisis and ensuing price rises.

The association contract, which was used as a model 

from 1974 to 2007, was an arrangement that allowed 

international oil companies to work in joint ventures 

with Ecopetrol. The companies working with Ecopetrol 

assumed 100% of the exploration risk and the costs, with 

Ecopetrol paying past and future costs once the field in 

question had been declared commercial. 

Between 1974 and 2007, the exact nature of the association 

contract changed several times: di�erent rules and 

participation rates gradually improved the investment 

climate for international companies. In 2003, the government 

created Colombia’s oil regulatory agency, the Agencia 

Nacional de Hidrocarburos (ANH), in a bid to separate the 

regulatory side of the industry from Ecopetrol’s commercial 

activities. ANH’s board is made up of three ministers from 

the departments of mining, planning, and finance, with two 

additional members appointed by Colombia’s President. 

In 2004, the ANH announced a new type of contract for the 

exploitation of Colombian hydrocarbon reserves called a 

modern concession contract. Under this modality, it would 

not be compulsory for Ecopetrol to participate in the contract 

in any form. Instead, the NOC would compete on an equal 

basis with international investors for prospective resources. 

These contracts appeared on first glance to be in line with 

international standards, but the international industry worried 

there was little guarantee such contracts would endure 

the entire life of the field concerned, or that government 

participation and taxation levels would remain unchanged. 

In 2007, Colombia announced the Colombian rounds system, 

in which blocks would be awarded to the highest bidder. 

The winning company has to adhere to its commitment to 

a minimum level of exploratory work, as agreed to in the 

bidding process, and assume all cost and risk for work 

completed. In return, minus royalties, the operator will 

own all production from the block. Such a system seems 

to suggest that the government is interested in finding 

alternative methods for capitalizing on Colombia’s oil and 

gas reserves other than simply running them through their 

state oil company. While there are some hesitations, the 

general industry consensus is that, through a reassessment 

of their contracting system, Colombia has transformed itself 

from a country with very few reasons to invest into one of 

Latin America’s most attractive contracting systems.

“Both Pemex and Ecopetrol are regulated under the same political and legal framework, but 

di�er in terms of their organizational structure. However, a percentage of Ecopetrol’s shares 

are held by the private sector. In addition, Colombia has a National Hydrocarbon Agency 

that regulates and manages the bidding process for exploration and production activities in 

Colombia, providing opportunities for foreign companies to win partnership contracts for the 

exploitation of oil, thereby enabling competition and providing opportunities in the country.

“Mexico can learn from a lot of developing countries that have modified the management of oil exploitation in their 

country. Pemex has great potential in terms of its people and its resources to expand to the international market and 

compete with the big oil companies on a global level.”
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Until 1995, Petrobras, Brazil’s state-owned oil and gas 

company, had a complete monopoly on the country’s oil 

and gas reserves. However, a constitutional amendment 

meant that in 1997 a new petroleum law could be passed, 

bringing liberalization to the industry. This led to a boom 

in the Brazilian oil market; the number of oilfield service 

providers has increased from 210 in 2000 to 1,761 in 2008, 

national oil production in that time increased an impressive 

75%, and the share of oil and gas in Brazil’s GDP jumped 

from 2.8% in 2007 to 11% at the end of 2010.

The concession method of contracting, which worked 

successfully from 1997 to 2006, was reassessed following 

the 2006 discovery of potentially huge reserves in 

Brazil’s pre-salt. As a result of the discovery, the Brazilian 

government halted the eighth bidding round that was 

taking place, and removed all 41 pre-salt blocks from the 

ensuing bidding round in 2008. The government then 

announced the creation of a task force charged with 

issuing recommendations on a new regulatory framework 

that would capitalize on Brazil’s deepwater pre-salt blocks. 

The task force advised Brazil to opt for a production-

sharing model, and drafted new bills that were submitted 

to Congress in 2009. These bills addressed the following: 

first, the capitalization of Petrobras; second, the creation of 

a new state-owned company, Petro-Sal; third, the creation 

of a social fund; and, finally, the adoption of production 

sharing agreements (PSA). 

Under the PSA scenario, a portion of oil produced during 

a partnership will be subtracted as cost oil and royalties. 

The remaining oil will be considered profit oil, which is 

then divided between the contracted oil companies and 

the state. The first of the main players in any PSA is Brazil’s 

oil and gas regulator (ANP), which is responsible for 

analysing and approving exploration and production plans 

and drafting PSAs and bid tender protocols. Petro-Sal, 

the newly-created state agency participates in all PSAs as 

part of any consortium with 50% of seats in all operational 

committees, and the responsibility of electing the 

operation committee’s president, who holds the casting 

vote and has veto powers. Petrobras acts as operator in 

all pre-salt PSAs, and will always have a minimum 30% 

participation in any agreement. The final participant in 

PSAs will be third-party oil companies. Petrobras can also 

be contracted directly by the government to operate a 

block independently. 

Since Brazil’s lower house of Congress approved new oil 

regulations in December 2010, Petrobras has become 

the sole operator of newly auctioned oil fields. While 

this increased government control over the industry has 

reduced competition, the upside is the development of 

an integrated acquisition programme and a standardized 

set of technical requirements for equipment and materials. 

Although Mexico and Brazil do not share the same 

contracting model, they are alike in the sense that the 

regulator is only responsible for approving and analysing 

E&P plans.

Juan Carlos Zepeda Molina, President of Mexico’s upstream regulator, CNH, defends the fact 

that Pemex is responsible for implementing contracts in Mexico by explaining that the CNH is 

responsible for assessing all projects once they have been assigned: 

“Firstly, all projects have to be presented to the CNH for technical assessment, regardless of 

whether Pemex does it on its own or through a third party. 

“Secondly, the 2009 Pemex Law requires the CNH to make contracts public. We have a responsibility embedded in the 

law as an ombudsman, responsible for bringing transparency to the industry. All these contracts will be public on the 

CNH homepage. Apart from that, we provide technical assessment and policy recommendations to SENER, including 

which areas we feel are suitable to be developed by third parties.”

During Colombia’s oil boom in the early 20th century, 

most of the contracts handed out to private multinational 

companies were concession contracts. These contracts 

stood out at the time because, unlike in almost every 

other country, they were favourable to the Colombian 

government rather than private oil interests. 

In 1974, the contracting model was redesigned to ensure that 

the Colombian state oil company Ecopetrol, founded in 1951, 

would be the only company allowed to explore and exploit 

Colombia’s hydrocarbon resources. This change of policy 

was caused by the global oil crisis and ensuing price rises.

The association contract, which was used as a model 

from 1974 to 2007, was an arrangement that allowed 

international oil companies to work in joint ventures 

with Ecopetrol. The companies working with Ecopetrol 

assumed 100% of the exploration risk and the costs, with 

Ecopetrol paying past and future costs once the field in 

question had been declared commercial. 

Between 1974 and 2007, the exact nature of the association 

contract changed several times: di�erent rules and 

participation rates gradually improved the investment 

climate for international companies. In 2003, the government 

created Colombia’s oil regulatory agency, the Agencia 

Nacional de Hidrocarburos (ANH), in a bid to separate the 

regulatory side of the industry from Ecopetrol’s commercial 

activities. ANH’s board is made up of three ministers from 

the departments of mining, planning, and finance, with two 

additional members appointed by Colombia’s President. 

In 2004, the ANH announced a new type of contract for the 

exploitation of Colombian hydrocarbon reserves called a 

modern concession contract. Under this modality, it would 

not be compulsory for Ecopetrol to participate in the contract 

in any form. Instead, the NOC would compete on an equal 

basis with international investors for prospective resources. 

These contracts appeared on first glance to be in line with 

international standards, but the international industry worried 

there was little guarantee such contracts would endure 

the entire life of the field concerned, or that government 

participation and taxation levels would remain unchanged. 

In 2007, Colombia announced the Colombian rounds system, 

in which blocks would be awarded to the highest bidder. 

The winning company has to adhere to its commitment to 

a minimum level of exploratory work, as agreed to in the 

bidding process, and assume all cost and risk for work 

completed. In return, minus royalties, the operator will 

own all production from the block. Such a system seems 

to suggest that the government is interested in finding 

alternative methods for capitalizing on Colombia’s oil and 

gas reserves other than simply running them through their 

state oil company. While there are some hesitations, the 

general industry consensus is that, through a reassessment 

of their contracting system, Colombia has transformed itself 

from a country with very few reasons to invest into one of 

Latin America’s most attractive contracting systems.

“Both Pemex and Ecopetrol are regulated under the same political and legal framework, but 

di�er in terms of their organizational structure. However, a percentage of Ecopetrol’s shares 

are held by the private sector. In addition, Colombia has a National Hydrocarbon Agency 

that regulates and manages the bidding process for exploration and production activities in 

Colombia, providing opportunities for foreign companies to win partnership contracts for the 

exploitation of oil, thereby enabling competition and providing opportunities in the country.

“Mexico can learn from a lot of developing countries that have modified the management of oil exploitation in their 

country. Pemex has great potential in terms of its people and its resources to expand to the international market and 

compete with the big oil companies on a global level.”
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IMPACT OF THE OLD MULTIPLE 
SERVICE CONTRACTS

“THE CIVIL CODE HAS A LONG HISTORY OF IMPLEMENTATION AND PRECEDENT IN 

MEXICO, AND HAS THE ABILITY TO SOLVE MANY PROBLEMS. BY APPLYING IT TO 

PEMEX, THE CHANCE TO MAKE COMFORTABLE AND TRANSPARENT CONTRACTS 

BECOMES A REALITY”  

private sector, and between Pemex and its employees.

Beristain Souza believes that the contracting process 

will be much smoother now that the Civil Code is being 

applied to Pemex, as it has a strong history of successful 

utilization in Mexico outside of the oil and gas industry. 

“The most important issue after dealing with bureaucracy 

and corruption problems is to create value for the Mexican 

nation. As such, the Civil Code is the best law that could 

be applied to Pemex. Pemex is worried about this, because 

of the huge implications of adopting such wide-reaching 

regulation. However, the Civil Code has a long history of 

implementation and precedent in Mexico, and has the 

ability to solve many problems. By applying it to Pemex, 

the chance to make comfortable and transparent contracts 

becomes a reality.” 

In order to smooth the transition, and in the long-term 

improve the Energy Reform’s implementation, Beristain 

Souza believes that Pemex should create a training 

area where the new regulations can be explained to key 

employees, from technicians to board members. “There 

has to be a balance between the oil industry and the 

Civil Code. Therefore, we need to place clear definitions 

that cover the scope of Pemex’s activities in the Civil 

Code in order to ensure that everything is well regulated. 

This means defining exactly what is crude oil, what is 

gas transportation, and how a pipeline is constructed 

and installed, in order to provide companies with better 

opportunities to invest in Mexico, which will happen 

because, with the use of the Civil Code, they have better 

guarantees that they will be treated fairly and equally.”

Before the 2008 Energy Reform, two laws were applied 

to Pemex’s contracting activities: the Public Works and 

Services Law and the Acquisitions Law. Often, application 

of these laws made contracting a di�cult and opaque 

business, explains Sergio Beristain Souza, Partner at 

Beristain + Asociados. “The biggest challenge for the 

authorities before 2008 was making any collaborative oil 

and gas project successful, because they were restricted by 

these regulations. The situation was not clear for anyone.” 

The confusing nature of the contracting situation made it 

easy for the darker side of contracting to thrive; backdoor 

deals slipped under the radar. Beristain Souza says that 

corruption made the complex contracting situation before 

2008 even trickier for companies to navigate.

Since 2008, Mexico’s Public Works and Services Law and 

Acquisitions Law are no longer applied to Pemex, although 

they are still utilized in other public institutions. However, 

Beristain Souza says that the new system is still far from 

full implementation and adoption, and that regulation 

created by the Energy Reform has not fully cleared up 

problems with the NOC’s contracting. Firstly, the CNH, 

created by the reform, is still finding its feet as a regulator. 

Secondly, although positive steps were taken to bring 

professional directors to the Pemex board, there are still 

political influences at every level, from both Congress 

and the labour union. These boards are now responsible 

for approving every contract that Pemex signs, which is 

leading to slow project approval cycles. 

Two other hurdles currently stand in the way of the 

smooth implementation of the 2008 regulations. The first 

is that constitutional challenges reached the Supreme 

Court and delayed the full implementation of the laws 

by around 18 months. The second hurdle, according to 

Beristain Souza, is that many in the oil and gas industry, 

even those on the legal side, still have not adjusted to 

the new regulation.

Pemex is now regulated by three sets of laws: the Pemex 

Law that came out of the 2008 Energy Reform to replace 

the laws previously governing the NOC; the Civil Code, and 

the Law of Public Workers. Although Pemex is struggling to 

come to terms with the impact of its new legal framework, 

Beristain Souza believes that, in the end, the framework 

will result in better interaction between Pemex and the 

OPPORTUNITIES FOR THE LEGAL 
OPTIMIZATION OF CONTRACTS

A change in the Mexican natural gas market’s demand 

dynamics meant that, in the early 2000s, Pemex had to 

import natural gas into Mexico in order to meet demand. It 

was clear that something was needed to draw investment 

and capital into the sector and improve the exploitation 

of the country’s non-associated gas reserves, as a means 

to cut back on imports. Pemex was not treating gas as a 

priority at the time, because the NOC was fighting to stem 

a drop in productivity of its giant Cantarell oilfield. 

As a result, in 2001 Pemex announced a new funding 

mechanism to fuel interest in natural gas exploration 

and production, known as the Multiple Service Contract 

(MSC). These contracts, based on Mexico’s standard 

public works contracts, consolidate a number of di�erent 

services into one contract, all of which are linked to the 

production rates, development activities and maintenance 

of natural gas fields. Under these contracts, the contractor 

would provide services such as seismic acquisition, 

processing and interpretation, geological modelling, 

field and production engineering, drilling, facility design, 

construction and maintenance, and gas transportation. In 

return, the contractor would receive cash payments based 

on fixed prices for the finished project. 

As conditions of the MSCs, contracted companies would 

be unable to book any discoveries, and Pemex would own 

not only the hydrocarbons discovered and produced but 

also the infrastructure put in place. Obligations would 

last for between 10 and 20 years based on the expected 

production life of the field on o�er. As an incentive, 

Pemex would pay the VAT on projects rather than the 

contractor. As well as receiving training in the use of new 

technologies, Pemex would also have equal rights to any 

new technologies developed during the projects.

At the time, even MSCs were criticized by some 

commentators as a breach of constitutional requirements 

regarding the ownership of hydrocarbons and the 

ways in which contractors could be rewarded for work 

on any reserves. This was the first time since the 1938 

nationalization that private companies had been allowed 

to operate hydrocarbon fields. 

MSCs were o�ered exclusively in the Burgos basin for 

non-associated gas fields, and served as a first step to 

incentivize investment from third parties, both domestic 

and international. Pemex hoped at the time to introduce 

MSCs for more fields after the test run on the Burgos basin. 

However, the NOC soon realized that it would be necessary 

to provide more incentive to the companies for areas that 

featured greater risk. 

There were, however, positive elements that came out of 

the contract modality. For example, Pemex succeeded in 

drawing big-name international oilfield service companies 

to the country for the first time, and furthermore  

generated joint ventures between international and 

Mexican companies.

When Pemex created its integrated service contracts 

five years later, it was clear that they had learned from 

the promotion of the MSCs. One of the most important 

changes between the contracts was that the blocks 

o�ered under the newer contracts were closer to existing 

infrastructure such as production sites and oil terminals, 

so that investment in the area could be minimized while 

still gaining access to producing assets quickly. Eduardo 

Camero Godínez, Director General of Exploration and 

Exploitation at Mexico’s Energy Ministry, says that “Pemex 

learnt that it would have to make a new contracting regime 

for oil that was more flexible in the rewards it o�ered to its 

partners, in order to compensate for the risk involved in 

the contracted areas. Having learnt from the MSCs, Pemex 

ensured that its new integrated service contracts provided 

incentives to contractors that were as closely aligned 

with its own wishes and plans. With the new contracting 

model, contractors have more flexibility and responsibility 

to use their previous experience in technology to propose 

development plans to Pemex that might be better suited.”

LUÍS VÁZQUEZ SENTÍES, PRESIDENT OF GRUPO DIAVAZ, ON THE MULTIPLE SERVICE CONTRACTS:

“Gas production historically has come second to oil production. Any gas development requires many di�erent services, 

from drilling to pipe laying, and putting them together under one contract made a lot of sense. As such, Pemex hoped 

to attract larger global players to invest in Mexican gas projects with its multiple service contracts, and largely it was 

a successful venture; the country now has much more gas reserves and production than it did before the introduction 

of this contract modality.

“However, the contracts should have been made more flexible. Under the old system, the only thing that the service 

providers learnt was how to increase production at any cost in order to get paid. More flexibility would have meant 

more room to be creative and innovate, and even to look to the idea of sustainably developing projects with a long-term 

vision. Because of the short-term and goal oriented nature of the projects, this did not happen.”

C-0018, Mexico Oil & Gas Review (2012)
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“THE CIVIL CODE HAS A LONG HISTORY OF IMPLEMENTATION AND PRECEDENT IN 

MEXICO, AND HAS THE ABILITY TO SOLVE MANY PROBLEMS. BY APPLYING IT TO 

PEMEX, THE CHANCE TO MAKE COMFORTABLE AND TRANSPARENT CONTRACTS 

BECOMES A REALITY”  

private sector, and between Pemex and its employees.
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infrastructure such as production sites and oil terminals, 

so that investment in the area could be minimized while 

still gaining access to producing assets quickly. Eduardo 

Camero Godínez, Director General of Exploration and 

Exploitation at Mexico’s Energy Ministry, says that “Pemex 

learnt that it would have to make a new contracting regime 

for oil that was more flexible in the rewards it o�ered to its 

partners, in order to compensate for the risk involved in 

the contracted areas. Having learnt from the MSCs, Pemex 

ensured that its new integrated service contracts provided 

incentives to contractors that were as closely aligned 

with its own wishes and plans. With the new contracting 

model, contractors have more flexibility and responsibility 

to use their previous experience in technology to propose 

development plans to Pemex that might be better suited.”

LUÍS VÁZQUEZ SENTÍES, PRESIDENT OF GRUPO DIAVAZ, ON THE MULTIPLE SERVICE CONTRACTS:

“Gas production historically has come second to oil production. Any gas development requires many di�erent services, 

from drilling to pipe laying, and putting them together under one contract made a lot of sense. As such, Pemex hoped 

to attract larger global players to invest in Mexican gas projects with its multiple service contracts, and largely it was 

a successful venture; the country now has much more gas reserves and production than it did before the introduction 

of this contract modality.

“However, the contracts should have been made more flexible. Under the old system, the only thing that the service 

providers learnt was how to increase production at any cost in order to get paid. More flexibility would have meant 

more room to be creative and innovate, and even to look to the idea of sustainably developing projects with a long-term 

vision. Because of the short-term and goal oriented nature of the projects, this did not happen.”
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US$8 for another.” Petrofac eventually won the fields with 

a fee per barrel of just over the minimum US$5 bid amount.

“It has clearly been a very good exercise for Pemex and 

very good business indeed, because they have managed 

to find a partner that will cost them half as much as they 

originally intended,” says Enríquez. 

Regarding whether further energy reform is desirable in 

Mexico, Enríquez says “after living and su�ering through 

the 2008 Energy Reform, I would say that an oil and gas 

reform would be appealing and commendable, but it is 

not absolutely necessary. Through the model laid out by 

the 2008 reform, we have all the elements to make even 

deepwater a success story without any future reform. 

According to the Pemex Law, the board of directors has all 

the elements to make it happen within the restrictions of 

the Pemex Law. We can accommodate the now positively 

tested contractual arrangements for marginal fields and 

those to come from the northern region. The alternative 

options for rearranging the compensation formula will not 

require a legislative amendment. If Pemex can work out 

the econometrics of the compensation regime, there is no 

need, at least in the upstream. Downstream and midstream 

is another story, but for the upstream, reform would only be 

advisable, not a necessity.” To read more about Enríquez’s 

views on exactly how the current incentive-based model 

could be successfully applied to higher risk exploration 

projects, please see page 178-179.

“You can only cook your dinner with whatever you have 

in your fridge, and that is precisely what Pemex has been 

doing,” says David Enríquez, a lawyer at Goodrich Riquelme 

y Asociados, one of the firms Mexico’s Senate invited to 

deliver its perspective on the contracting model President 

Calderón proposed in April 2008. “We have been following 

each step, including meetings at our o�ces with some of 

the key players giving their input to the Energy Ministry. 

We went directly into the details of the wording of the 

given articles of Pemex Law. We helped the evolution of 

the model from early 2009 all the way to when Petrofac, 

our client, was awarded one of the first contracts under 

the new model. Goodrich Riquelme has had experience 

on both sides of the table regarding these new contracts,” 

says Enríquez.

Enríquez believes that compared to the old multiple service 

contracts, the new incentive-based contracts allow Pemex 

to generate economic value for the participants at their 

projects using contractual tools that were previously lacking.

“A good way to measure the e�ectiveness of the contractual 

model, at least in the context of a public bid, is the number 

and the quality of the participants,” says Enríquez. “For this 

first round of integrated service contracts, 27 companies 

expressed interest and 17 of these pre-qualified. The bids 

were extremely interesting in terms of their economic 

proposals. At Santuario and Magallanes, Pemex was 

considering a fee per barrel of nearly US$10 for one, and 

Q: WHAT WOULD YOU SAY ARE THE MORE PROBLEMATIC ASPECTS OF THE REFORM FOR THE 

COMPANIES CONTRACTING WITH PEMEX?

A: The issue of a non-limitation of liability is tough for everyone, even if you have the set of guarantees and bonds 

and so on. However, we can understand it in the context of Mexican law. The limitation of liabilities can only come 

from a statutory provision. So for instance, in shipping law, you have international conventions determining the 

quantum in which your liability is determined. That does not happen in the oil and gas industry. So if there is no legal 

provision indicating that you can be financially limited in terms of liability, then Pemex would have no elements to 

go for limitation of liability. 

Now this does not mean contracted companies are liable for everything. For instance, when it comes to environmental 

liability, in the contracting model Pemex runs the environmental liability, and this turns to the operator, in this case 

to Petrofac, only in the case that Petrofac has breached a legal obligation, for instance an environmental obligation 

in terms of what they were required to do to prevent an oil spillage. If Petrofac breaches a legal obligation, then that 

is a liability that is originally accommodated to Pemex and it turns to Petrofac. 

These are sensitive elements that have been an element of the discussion all along the negotiation process of the 

contracting model. The reason that unlimited liability is still in the terms of the contract is not a result of Pemex 

flexing its muscles, so to speak, but the result of many hours of discussion that took place in the contracting 

committee of Pemex. Despite such clauses, the compensation formula has proven to be e�cient. If it weren’t, I do 

not believe we would have seen 27 companies participating in the first bidding round.

                           - David Enríquez, Goodrich Riquelme y Asociados

| LEGAL PERSPECTIVE

LEGAL IMPLICATIONS 
OF THE NEW 
CONTRACTS

ROGELIO LÓPEZ-VELARDE
Founding Partner of LópezVelarde, Heftye y Soria

These changes mean that Pemex now has a great deal of 

flexibility in its contracting terms. López-Velarde explains 

further that “contracts say ‘may’ do this, rather than ‘shall’ 

do this; ‘shall include an early termination clause for 

general interest’ was a clause in previous contracts that 

killed many agreements. 

However, the company is still not utilizing this freedom 

to create a more attractive contracting environment for 

potential partners. “Contracts can say ‘may’, but Pemex 

is still not taking advantage of that, because of internal 

inertia,” explains López-Velarde. “Pemex is being asked to 

be responsible for their work, to become creative, and they 

are not taking advantage of the flexibility that DAC gives 

them. All Pemex contracts are subject to general contract 

law, which have to be consistent with international industry 

standards and certain minimum public policy restrictions 

that are more related to the ownership and deposition of 

hydrocarbons during their exploration and development. 

When Pemex has a covenant regarding the limitation of 

liability, it now has to be consistent with industry standards.”

As well as creating the integrated service contracts, the 

2008 Energy Reform gave Pemex an unquestionable 

mandate, which fits in with the spirit of the contracting 

reform. “As a result of the reform, it is now clear that 

Pemex’s mandate is to create economic value for Pemex, 

rather than for the community or the State. Before, this 

was simply not clear. Now, Pemex’s directors must use 

the company to create value, consistent with the strategic 

energy plan, the policies dictated by the Energy Ministry, 

and based on technical regulatory considerations by the 

National Hydrocarbons Commission (CNH). Pemex is an 

operator rather than an authority or a policy maker. We 

needed to have this made clear, in order to allow further 

liberalization of the industry.”

Perhaps the most important implication of the new 

integrated service contracts is aligning the interests of 

Pemex with those of its contractors, according to Rogelio 

López-Velarde, Managing Partner of law firm LópezVelarde, 

Heftye y Soria. López-Velarde says that under previous 

contractual arrangements, both international and domestic 

contractors were not keen to provide performance bonds, 

because there was no reward, but rather only penalties 

when the terms of the contract were broken. 

“Therefore, one of the most important results of these 

integrated service contracts will be that under them, 

contractors have been allowed to become more creative 

and increase their performance indicators. Previously, 

Article 6, which was reformed in 2008, forbade contractors 

from participating in the results of exploitation. That was 

taken very broadly and restrictively by saying you cannot 

participate in any form. Performing well and being paid 

more as a result counted as participating in the results of 

the exploitation. Changing this article has allowed Pemex 

to introduce incentive-based contracts,” he says.

López-Velarde argues that the system is now much better 

after having moved Pemex’s contracting guidelines away 

from the public works law and the acquisition law. “One of 

the critical issues with the existing law was that the statutes 

were not crafted to address E&P issues, which by definition 

are di�erent to the Education Ministry building a school, for 

example,” he states. “Now, anything relating to substantive 

activities of a productive nature have to be governed by 

Pemex’s Administrative Dispositions for Contracting (DAC), 

which have been approved by the Pemex board of directors, 

and which can be improved by them without the need for 

Congress or administrative actions.” In addition, López-

Velarde states that with the new contracts, Pemex has much 

better contracting guidelines with regard to foreign work, 

“that was a very smart move,” he says.  

“WE ARE BEGINNING TO HAVE A MORE OPEN DIALOGUE WITH PEMEX TO DISCUSS 

RISK AND REWARD AND THEIR RELATION TO EFFICIENCY AND COMPETITIVE 

BIDS. IT WILL TAKE MORE TIME, BUT AT LEAST THE LEGAL FRAMEWORK HAS 

BEEN ESTABLISHED”

C-0018, Mexico Oil & Gas Review (2012)
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US$8 for another.” Petrofac eventually won the fields with 

a fee per barrel of just over the minimum US$5 bid amount.

“It has clearly been a very good exercise for Pemex and 

very good business indeed, because they have managed 

to find a partner that will cost them half as much as they 

originally intended,” says Enríquez. 

Regarding whether further energy reform is desirable in 

Mexico, Enríquez says “after living and su�ering through 

the 2008 Energy Reform, I would say that an oil and gas 

reform would be appealing and commendable, but it is 

not absolutely necessary. Through the model laid out by 

the 2008 reform, we have all the elements to make even 

deepwater a success story without any future reform. 

According to the Pemex Law, the board of directors has all 

the elements to make it happen within the restrictions of 

the Pemex Law. We can accommodate the now positively 

tested contractual arrangements for marginal fields and 

those to come from the northern region. The alternative 

options for rearranging the compensation formula will not 

require a legislative amendment. If Pemex can work out 

the econometrics of the compensation regime, there is no 

need, at least in the upstream. Downstream and midstream 

is another story, but for the upstream, reform would only be 

advisable, not a necessity.” To read more about Enríquez’s 

views on exactly how the current incentive-based model 

could be successfully applied to higher risk exploration 

projects, please see page 178-179.

“You can only cook your dinner with whatever you have 

in your fridge, and that is precisely what Pemex has been 

doing,” says David Enríquez, a lawyer at Goodrich Riquelme 

y Asociados, one of the firms Mexico’s Senate invited to 

deliver its perspective on the contracting model President 

Calderón proposed in April 2008. “We have been following 

each step, including meetings at our o�ces with some of 

the key players giving their input to the Energy Ministry. 

We went directly into the details of the wording of the 

given articles of Pemex Law. We helped the evolution of 

the model from early 2009 all the way to when Petrofac, 

our client, was awarded one of the first contracts under 

the new model. Goodrich Riquelme has had experience 

on both sides of the table regarding these new contracts,” 

says Enríquez.

Enríquez believes that compared to the old multiple service 

contracts, the new incentive-based contracts allow Pemex 

to generate economic value for the participants at their 

projects using contractual tools that were previously lacking.

“A good way to measure the e�ectiveness of the contractual 

model, at least in the context of a public bid, is the number 

and the quality of the participants,” says Enríquez. “For this 

first round of integrated service contracts, 27 companies 

expressed interest and 17 of these pre-qualified. The bids 

were extremely interesting in terms of their economic 

proposals. At Santuario and Magallanes, Pemex was 

considering a fee per barrel of nearly US$10 for one, and 

Q: WHAT WOULD YOU SAY ARE THE MORE PROBLEMATIC ASPECTS OF THE REFORM FOR THE 

COMPANIES CONTRACTING WITH PEMEX?

A: The issue of a non-limitation of liability is tough for everyone, even if you have the set of guarantees and bonds 

and so on. However, we can understand it in the context of Mexican law. The limitation of liabilities can only come 

from a statutory provision. So for instance, in shipping law, you have international conventions determining the 

quantum in which your liability is determined. That does not happen in the oil and gas industry. So if there is no legal 

provision indicating that you can be financially limited in terms of liability, then Pemex would have no elements to 

go for limitation of liability. 

Now this does not mean contracted companies are liable for everything. For instance, when it comes to environmental 

liability, in the contracting model Pemex runs the environmental liability, and this turns to the operator, in this case 

to Petrofac, only in the case that Petrofac has breached a legal obligation, for instance an environmental obligation 

in terms of what they were required to do to prevent an oil spillage. If Petrofac breaches a legal obligation, then that 

is a liability that is originally accommodated to Pemex and it turns to Petrofac. 

These are sensitive elements that have been an element of the discussion all along the negotiation process of the 

contracting model. The reason that unlimited liability is still in the terms of the contract is not a result of Pemex 
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not believe we would have seen 27 companies participating in the first bidding round.
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flexibility in its contracting terms. López-Velarde explains 

further that “contracts say ‘may’ do this, rather than ‘shall’ 

do this; ‘shall include an early termination clause for 

general interest’ was a clause in previous contracts that 

killed many agreements. 

However, the company is still not utilizing this freedom 

to create a more attractive contracting environment for 

potential partners. “Contracts can say ‘may’, but Pemex 

is still not taking advantage of that, because of internal 

inertia,” explains López-Velarde. “Pemex is being asked to 

be responsible for their work, to become creative, and they 

are not taking advantage of the flexibility that DAC gives 

them. All Pemex contracts are subject to general contract 

law, which have to be consistent with international industry 

standards and certain minimum public policy restrictions 

that are more related to the ownership and deposition of 
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When Pemex has a covenant regarding the limitation of 
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rather than for the community or the State. Before, this 
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operator rather than an authority or a policy maker. We 

needed to have this made clear, in order to allow further 
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contractors were not keen to provide performance bonds, 

because there was no reward, but rather only penalties 
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contractors have been allowed to become more creative 
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Article 6, which was reformed in 2008, forbade contractors 

from participating in the results of exploitation. That was 

taken very broadly and restrictively by saying you cannot 

participate in any form. Performing well and being paid 

more as a result counted as participating in the results of 

the exploitation. Changing this article has allowed Pemex 

to introduce incentive-based contracts,” he says.

López-Velarde argues that the system is now much better 

after having moved Pemex’s contracting guidelines away 

from the public works law and the acquisition law. “One of 

the critical issues with the existing law was that the statutes 

were not crafted to address E&P issues, which by definition 

are di�erent to the Education Ministry building a school, for 

example,” he states. “Now, anything relating to substantive 

activities of a productive nature have to be governed by 
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and which can be improved by them without the need for 

Congress or administrative actions.” In addition, López-

Velarde states that with the new contracts, Pemex has much 
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I see the first round as an undeniable success, as we were able to bring money to Mexico and 

partners to work with Pemex. It was a success because it was the first round in a new legal 

framework, which will always entail a learning curve. I am sure the second round will be easier 

and some things will be improved, and we will be able to attract other kinds of players. It was also 

successful given the relatively small size of the fields. It is understandable that Pemex didn’t want 

to try with larger fields, but now for the second round, we have more attractive fields, some in 

shallow water, and some larger onshore areas. Because these fields are more attractive, I expect 

to see a di�erent profile of company interested in them. My hope is that for the second round, we will start to see mid-size 

independent oil companies showing interest in operating the contracts.

I feel that the integrated service contracts are a good system, but they need a little bit more 

polishing and tuning in order to make them more interesting to companies. One key strategy for 

achieving this is talking to the companies that won contracts in the first round and asking how to 

improve them. Pemex is beset by legal limitations regarding its contracts, but there are options for 

working within the existing framework to make it more attractive for the partners that the NOC 

needs.  One option is to make the areas available bigger, in order to create economies of scale; 

another is to adjust the taxation system in order to help companies recover their money faster. 

The changes between the first and second rounds show that Pemex is learning, and with experience the company knows, 

for example, that it should avoid a situation where a company that cannot meet the terms of the contracts should not be 

allowed to win.

The business case for deepwater involves a lot of uncertainty and very long lead times. When companies 

start to invest, they only see production after eight or nine years, depending on water depth. Companies 

that operate o�shore will take most of the risk, since the contracts, by design, cannot give price upsides 

to companies due to legal restrictions. So Pemex needs to find a way to balance risks. Since reward is 

restricted, as our Constitution doesn’t allow us to go any further, Pemex needs to consider the downside. 

That will be the main issue. On the other hand, I think that these contracts are very well suited for shale 

gas, Chicontepec and mature fields where the logical risk is lower than in deepwater.

Mexico has already taken steps to modernize its oil and gas legislation, and the national debate to 

determine where they want to go in the future is likely to continue. We will evaluate the opportunities as 

they are presented and participate in these projects if they are globally competitive. A service contract 

has specific challenges as a vehicle for investment in oil and gas development, namely the challenge 

of obtaining the proper balance of risks and rewards and a natural alignment between the parties in 

the presence of risk. It is something that a concession agreement or a PSA do much better inherently.

The introduction of the integrated service contracts will inevitably mean the arrival of more and 

more international players to Mexico, but one of the biggest challenges they must face is learning 

to communicate in the Mexican market, particularly with Pemex. Pemex is unlike most other major 

oil companies in the world, and even for us, learning to deal with their processes and best work with 

them has taken more than 38 years. Therefore, the companies that come to Mexico as a result of 

these service contracts will very quickly have to learn how to mexicanize their business, in order to 

improve relations with their partners, providers and with the community. 

| NATIONAL HYDROCARBONS COMMISSION (CNH)

| PEMEX

| MEXICO’S ENERGY MINISTRY

| EXXONMOBIL

| GRUPO DIAVAZ

Juan Carlos Zepeda Molina, 
President of The National 
Hydrocarbons Commission

Héctor Moreira Rodríguez, 
Professional Board Member 
of Pemex

Eduardo Camero Godínez, 
Director General for 
Exploration and Production 
of Mexico’s Energy Ministry

Jaime Buitrago, President of 
ExxonMobil Ventures México 

Luís Vázquez Sentíes, 
President of Grupo Diavaz

C-0018, Mexico Oil & Gas Review (2012)



PERSPECTIVES ON INTEGRATED 
SERVICE CONTRACTS

64 65

I see the first round as an undeniable success, as we were able to bring money to Mexico and 

partners to work with Pemex. It was a success because it was the first round in a new legal 

framework, which will always entail a learning curve. I am sure the second round will be easier 

and some things will be improved, and we will be able to attract other kinds of players. It was also 

successful given the relatively small size of the fields. It is understandable that Pemex didn’t want 

to try with larger fields, but now for the second round, we have more attractive fields, some in 

shallow water, and some larger onshore areas. Because these fields are more attractive, I expect 

to see a di�erent profile of company interested in them. My hope is that for the second round, we will start to see mid-size 

independent oil companies showing interest in operating the contracts.

I feel that the integrated service contracts are a good system, but they need a little bit more 

polishing and tuning in order to make them more interesting to companies. One key strategy for 

achieving this is talking to the companies that won contracts in the first round and asking how to 

improve them. Pemex is beset by legal limitations regarding its contracts, but there are options for 

working within the existing framework to make it more attractive for the partners that the NOC 

needs.  One option is to make the areas available bigger, in order to create economies of scale; 

another is to adjust the taxation system in order to help companies recover their money faster. 

The changes between the first and second rounds show that Pemex is learning, and with experience the company knows, 

for example, that it should avoid a situation where a company that cannot meet the terms of the contracts should not be 

allowed to win.

The business case for deepwater involves a lot of uncertainty and very long lead times. When companies 

start to invest, they only see production after eight or nine years, depending on water depth. Companies 

that operate o�shore will take most of the risk, since the contracts, by design, cannot give price upsides 

to companies due to legal restrictions. So Pemex needs to find a way to balance risks. Since reward is 

restricted, as our Constitution doesn’t allow us to go any further, Pemex needs to consider the downside. 

That will be the main issue. On the other hand, I think that these contracts are very well suited for shale 

gas, Chicontepec and mature fields where the logical risk is lower than in deepwater.

Mexico has already taken steps to modernize its oil and gas legislation, and the national debate to 

determine where they want to go in the future is likely to continue. We will evaluate the opportunities as 

they are presented and participate in these projects if they are globally competitive. A service contract 

has specific challenges as a vehicle for investment in oil and gas development, namely the challenge 

of obtaining the proper balance of risks and rewards and a natural alignment between the parties in 

the presence of risk. It is something that a concession agreement or a PSA do much better inherently.

The introduction of the integrated service contracts will inevitably mean the arrival of more and 

more international players to Mexico, but one of the biggest challenges they must face is learning 

to communicate in the Mexican market, particularly with Pemex. Pemex is unlike most other major 

oil companies in the world, and even for us, learning to deal with their processes and best work with 

them has taken more than 38 years. Therefore, the companies that come to Mexico as a result of 

these service contracts will very quickly have to learn how to mexicanize their business, in order to 

improve relations with their partners, providers and with the community. 

| NATIONAL HYDROCARBONS COMMISSION (CNH)

| PEMEX

| MEXICO’S ENERGY MINISTRY

| EXXONMOBIL

| GRUPO DIAVAZ

Juan Carlos Zepeda Molina, 
President of The National 
Hydrocarbons Commission

Héctor Moreira Rodríguez, 
Professional Board Member 
of Pemex

Eduardo Camero Godínez, 
Director General for 
Exploration and Production 
of Mexico’s Energy Ministry

Jaime Buitrago, President of 
ExxonMobil Ventures México 

Luís Vázquez Sentíes, 
President of Grupo Diavaz

C-0018, Mexico Oil & Gas Review (2012)



6766

13.6

6.8

6.7

198

109

37

52

1,194

1,164

473

303

volume in place
(million Boe)

current 
production
(thousand 
bbl/day)

reserves 3P
(million Boe)

magallanes

santuario

carrizo

THREE FIELDS IN MEXICO’S SOUTHERN REGION

Operated by Pemex for around 50 years, the Magallanes 

area, like all of the areas awarded in the first contracting 

round, is located in Tabasco, and is the westernmost of 

the three areas. The area is located in the basin Salina del 

Istmo to the north of the Istmo de Tehuantepec, 50km 

from the city of Coatzacoalcos in Veracruz. Magallanes 

comprises two fields, Otates and Sánchez Magallanes, and 

is the largest of the three areas at 169.06km2. The area has 

the largest volume of oil in place, at 1.16 billion Boe. Current 

3P reserves are 109 million Boe, and current production at 

Magallanes is 6,800 bbl/day. To this day, 86 sand deposits 

have been identified and 775 wells have been drilled at 

Magallanes, of which 324 have been closed and only 54 

are currently producing. The two fields of Magallanes are 

located in a complex of upper tertiary, multiple, fair to 

good quality reservoir sands. The production challenges 

at Sánchez Magallanes, the largest of the two fields, are 

mainly well-related, including sanding up, plugging with 

para�n and damage from significant water-flood. Pemex 

began exploitation of the Otates field in 1965 and now has 

only a small amount of remaining reserves, which may not 

be developed, depending on the results of new exploration 

seismic and reinterpretation of 3D seismic data from 2005. 

1 MAGALLANES

Also located in Tabasco, and the central area o�ered in the 

first contracting round, is Santuario. The area is located 

in the basin of Salina del Istmo, like Magallanes, and lies 

to the west of the city of Comalcalco.  It comprises three 

separate fields - Caracolillo, El Golpe and Santuario - and 

is the second largest contract with an area of 129.93km2.  

El Golpe was discovered in 1963, but production of gas 

began to decline between 1974 and 1984 because of the 

presence of water in the wells. Santuario was discovered 

in 1967, and production started to decline in 1978. The 

last field to be discovered was Caracolillo in 1969, which 

was closed in 1993. The Santuario area has 473 million 

Boe in place in total, and 3P reserves of 37 million Boe. 

Current production at Santuario area is 6,700 bbl/day. The 

Caracolillo field currently has no 3P reserves in place, with 

a total of 11 non-producing wells. The other two fields have 

200 total wells, of which 32 are currently producing. Like 

Magallanes, Santuario’s fields are located in upper tertiary, 

multiple, good to fair quality sands. Pemex considered 

its drilling activity at the Santuario area to have been 

successful, but now the area needs new techniques to 

bring back production. 

2 SANTUARIO

The Carrizo field is the easternmost of the three areas, and 

the smallest at 13.01km2 and comprising only one field. The 

area belongs to the basin of Comalcalco, which is composed 

of seven sand deposits with an approximate depth that 

ranges from 500m to 2,000m, is located 8km west of the city 

of Villahermosa. The producing deposits were discovered 

in 1962, drilled to a total depth of 1,780m. The well was 

completed in the range 1.464m to 1.477m, and obtained initial 

production of 213 bbl/day of 27° API. Another 43 wells were 

drilled between 1965 and 1977 to reach the deepest deposits 

that were over 1,000m in depth. Of these 43 wells, none are 

currently producing: 30 were closed and 13 were plugged 

o�. Over the last 11 years of its producing life, the field has 

an average of 13 active wells producing a maximum of 1,200 

bbl/day before water entry initiated a steep decline. Having 

reached cumulative production of 14.86 MMbbl of oil and 9.60 

Bcf of gas, Carrizo was abandoned in December 1999. During 

2000 and 2001 technological tests were performed in eight 

wells in order to reactivate the field, but these wells were 

subsequently closed due to lack of funds for development. 

Since 2000, installed equipment and systems have been out 

of operation without receiving maintenance. The remaining 

3P reserves, certified on January 1, 2010, amount to 49.80 

MMbbl of oil and 5.80 Bcf of gas.

3 CARRIZO

FIRST ROUND ISCs AWARDED
mixed. Whilst some sang the praises of the new contracts, 

and hailed a new era in the development of the Mexican 

oil and gas industry, other commentators claimed that the 

contracts were unconstitutional. 

After a three-month transition period, Pemex signed the 

contracts on October 18th 2011, which will last for 25 

years and give Petrofac and Dowell Schlumberger a 90% 

stake in the contract to develop their respective fields, 

with Pemex accounting for the other 10%. Both Petrofac 

and Dowell Schlumberger will receive a reimbursement 

for 75% of the cost of developing the field through a 

cost recovery mechanism. Petrofac will receive a fee of 

US$5.01 for each barrel of incremental production at its 

fields, and Schlumberger will receive US$9.40 per barrel of 

additional production at the Carrizo field. The framework 

provides incentives for the companies operating under the 

integrated service contracts to produce as much as they 

can, whilst giving Pemex a low cost per barrel produced. 

Pemex has operated Magallanes and Santuario since the 

beginning of the 1960s. The fields have some 1,000 wells 

total, of which 100 are currently producing. Petrofac will be 

looking to reactivate and develop both blocks through its 

recently established company, Integrated Energy Services. 

Petrofac will send a team of 150 employees to the blocks, 

with a focus on local employment. Pemex, for its part, will 

retain responsibility for personnel at the field.

In August 2011, Pemex announced the winners of its first 

integrated service contracts after considerable national 

and international interest, including bids from companies 

such as Halliburton and Schlumberger, who already have 

contracts in place with Pemex under di�erent terms. The 

contracts only represent 1.5% of Mexico’s total proven 

reserves, but they marked a milestone, as they were the 

first to be awarded under the new modality since they 

were made legal by the 2008 Energy Reform. 

Only two of the four proposals for the Magallanes field 

were below Pemex’s maximum bid price of US$9.75/

bbl, after which the contract was awarded to Petrofac 

Facilities Management Limited at US$5.01/bbl. The same 

company also won the contract for the Santuario field 

with the same financial o�er, compared with Pemex’s 

maximum bid price of US$7.97/bbl, undercutting the eight 

other participants. While Dowell Schlumberger Mexico 

unsuccessfully submitted the second lowest proposal for 

the Santuario field, the company was more successful in 

the Carrizo field bidding process. Initially, the Carrizo block 

went to a Mexican firm from Nuevo Leon, Administradoras 

en Proyectos de Campos (APC), at a bid price of US$5.03/

bbl, but in October 2011 Pemex announced that the 

company was non-compliant. Subsequently, the contract 

was passed to Dowell Schlumberger, the only other bidder. 

Reaction to the new contracts in the Mexican press was 

Source: Pemex
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Only two of the four proposals for the Magallanes field 

were below Pemex’s maximum bid price of US$9.75/

bbl, after which the contract was awarded to Petrofac 
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with the same financial o�er, compared with Pemex’s 
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the Santuario field, the company was more successful in 

the Carrizo field bidding process. Initially, the Carrizo block 

went to a Mexican firm from Nuevo Leon, Administradoras 
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bbl, but in October 2011 Pemex announced that the 

company was non-compliant. Subsequently, the contract 
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Reaction to the new contracts in the Mexican press was 
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FIELD COMPANY MAX. RATE RATE: WINNING BID MIN. INVESTMENT
  (US$/bbl) (US$/bbl) (million US$)

Magallanes Petrofac Facilities Mngt. Ltd. 9.78 5.01 205.5

Santuario Petrofac Facilities Mngt. Ltd. 7.97 5.01 116.9

Carrizo Dowell Schlumberger 12.31 9.40 33.3

had been disqualified from the process, because they 

had failed to arrive at the contract signing with their legal 

representative or the required performance bond. Reports 

after the event suggested that APC could not obtain 

the required bond because they could not prove to their 

guarantor that they would be able to operate the contract 

for the specified 25 years. As a result, the contract passed 

to the only other bidder, Dowell Schlumberger. 

Whilst neither Schlumberger nor Petrofac have been 

particularly vocal about their development plans for the 

fields, Petrofac announced following the signing of its 

two contracts that it plans to invest US$200 million of 

its US$500 million before 2014, with the option to invest 

more depending on results. Harry Bockmeulen, Director 

of Petrofac Mexico, said at the time that: “for the current 

production Pemex pays us 20% of the fee, then really it 

make sense for us to increase the production of these 

fields. That benefits Pemex and us. The quicker the oil is 

recovered, the faster Petrofac will recover its investment.”

Schlumberger has not released any information about its 

proposed development of the Carrizo field. The field is 

very small in comparison to the oilfield service company’s 

other global projects, at just 13km2 and with 3P reserves of 

only 52 million Boe. 

Colin Stabler, a consulting petroleum geologist based in 

Mexico, suggests that Petrofac might increase its reserve 

base at the Magallanes field by reprocessing 2005 vintage 

3D seismic data in order to look for infill drilling locations, 

recompletion intervals and deeper exploration targets, but 

posits that a fresh 3D seismic survey might be required of 

the area. He suggests that such a survey might provide 

the incentive for the new operator to relinquish the non-

producing Otates field, once it has been proven unviable. 

At Santuario, Stabler believes that two mini 3D seismic 

surveys of 17km2 and 10km2 could be integrated with 

existing 3D seismic data in order to identify new drilling 

locations and recompletion intervals. At Carrizo, Stabler 

recommends a mini 3D seismic campaign to map the un-

surveyed 40% of the field.

The first round of integrated service contracts in Mexico 

attracted a respectable number of interested parties, and 

should prove to be a useful indicator of interest in future 

rounds. In total, 25 companies applied for the bidding 

packs for the areas on o�er. Ten companies applied for 

information on only one area, six applied for information on 

two, and nine companies applied for the information on all 

three areas: Dowell Schlumberger, Industrial Perforadora 

de Campeche, Repsol, Pacific Rubiales, Pluspetrol 

Resources, Bridas, YPF, Oceanografía and Chevron.

The contracts were awarded according to two factors: 

the lowest bid for the fee-per-barrel remuneration aspect 

of the contracts, and the percentage increase over the 

minimum investment requirements for each contract. The 

Magallanes area received four bids. Pemex had set the 

fee per barrel ceiling at US$9.78. Whilst companies like 

Bridas bid over this at US$21 per barrel of oil equivalent, 

other bids were under the ceiling. Burgos Oil Services bid 

US$8.65, and Petrofac bid US$5.01, and won the contract 

as result.

Santuario received the most bids from the first contracts, 

with nine o�ers submitted. Some of the bids were well 

over the US$7.97 fee per barrel ceiling that Pemex set, 

with the highest bid coming from a Spanish-Argentine 

consortium of oil producers Repsol and YPF, at US$25 per 

barrel. The lowest bid was once again Petrofac, at US$5.01 

per barrel. At this field, the minimum investment price 

also played a role in determining who would win the field. 

Dowell Schlumberger o�ered to increase the minimum 

initial investment of US$58.3 million by 65%, but Petrofac 

beat this o�er by proposing to increase the minimum 

investment by more than double, at 100.5%. 

At Carrizo, Pemex only received two bids – one from 

Administradoras en Proyectos de Campos (APC), and 

another from Dowell Schlumberger. For this field, Pemex 

set its ceiling relatively high, at US$12.31 per barrel 

produced. Schlumberger bid US$9.4 per barrel, and APC 

bid lower at US$5.03 per barrel, thus winning the contract. 

However, in October 2011, Pemex announced that APC 

HOW THE FIRST ROUND ISCs 
PLAYED OUT
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HOW THE FIRST ROUND ISCs 
PLAYED OUT

Source: Pemex
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SECOND ROUND ISCs TO BE
AWARDED IN 2012

and operational working knowledge from the field. The 

contracts are divided into two periods: a two-year initial 

evaluation period and a development period. During the 

development period, contractors are required to carry 

out minimum work commitments on blocks that have 

been declared commercial. An interesting nod to national 

content means that if the winners of the contractors 

decide to subcontract any work on the areas they win, 

then national contractors will be given preference if prices, 

capabilities and other factors are comparable. On top of 

this, the contracts have a 40% minimum national content 

requirement on a value-added basis.

There is speculation amongst analysts and Pemex watchers 

that appetite for the second round of integrated service 

contracts could be reduced as a result of the 2012 elections, 

which will be held in July. If a change in government leads 

to a liberalization of the energy sector, which is certainly 

possible, there may be little point in investing in these 

service contracts if better terms may be o�ered to third 

parties following a new energy reform. Pemex has said that 

the next rounds will be for fields in the Chicontepec region, 

with the fourth found focusing on deepwater, which may be 

more attractive than the fields o�ered in this second round, 

if the fiscal and commercial terms are correct.

In January 2012 Pemex announced a call for bids to 

companies wishing to participate in Mexico’s second round 

of integrated service contracts for exploration development 

and production at six mature fields in the north of Mexico. A 

data room has been created in Veracruz, where companies 

can go until April 27th to view information on the fields, 

and the information is also available online (www.pemex.

com/contratos). The contracts are due to be awarded 

on June 19th, 2012. It was originally thought that these 

contracts would be announced in October 2011, but this 

was delayed after a number of setbacks.

There will be six contracts awarded for six di�erent areas 

in Pemex’s northern region: two in Tamaulipas, two in 

Veracruz, and two o�shore areas. Pemex hopes that 

within three years of the new contracts being initiated, 

production will increase by 90,000 bbl/day. Given the 

profiles of the fields on o�er, it is expected that the 

domestic industry will be the most interested, as well as 

small to mid-sized foreign companies. One new aspect of 

the second contracting round is that the winners of the 

contracts will be able to recover 100% of their exploration 

costs. The term of the ISCs on o�er vary from 25 to 30 

years. Pemex will retain an option to buy a 10% working 

interest on the blocks, with the aim of gaining a technical 

Altamira is located in Tamaulipas approximately 40km 

from the city of Tampico. It has an area of 1,625km2 and 

has 1P reserves of 2 million Boe and 3P reserves of 11 million 

Boe. This area holds a total of 87 wells of which only 25 are 

currently operating. The original volume of hydrocarbons 

in the area was 104 million bbl of crude and 103 Mcf of gas. 

The production of gas in Altamira began in 1926. Current 

production stands at 1,000 bbl/day of crude, and zero 

production of gas. 

1 ALTAMIRA

Pánuco is located in the state of Tamaulipas, and has a total 

area of 1,839km2. Within the limits of Pánuco are located 

the fields of Salinas, Pánuco, Topila and part of Cacalilao. 

The discovery and production of the fields of Pánuco 

began in 1904 and since then, 1,626 wells have been drilled 

with only 191 currently in operation. 1P reserves for the area 

are 8 million Boe, with 3P reserves standing at 50 million 

Boe. The original volume of crude at Pánuco was 6.86 

billion bbl of crude and 21.06 Bcf of gas. However, current 

production only stands at 3,000 bbl/day of crude and 2 

Mcf/day of gas.

2 PÁNUCO

Tierra Blanca is the second smallest area on o�er in the 

second round of ISCs, with a total area of 358km2. It is 

located in the state of Veracruz within the limits of the 

basin Tampico-Misantla. A total of 380 wells have been 

drilled in Tierra Blanca but only 49 continue to operate. 

Current reserves stand at 5 million Boe 1P and 6 million 

Boe 3P. Original hydrocarbons in place stood at 953 million 

bbl of crude and 532 Mcf of gas. Current production is 

2,000 bbl/day of crude and 1 Mcf/day of gas.  

3 TIERRA BLANCA

San Andrés is located across the Tamaulipas and Veracruz 

border, 35km from the city of Poza Rica in Veracruz. The 

first field in San Andres was discovered in 1956. It has a 

total area of 209km2, and is the smallest area on o�er in 

the second round of ISCs. With only 50 operating wells, 

1P reserves stand at 6 million Boe and 3P reserves at 31 

million Boe. Original hydrocarbons in place stood at 1.43 

billion bbl of crude and 1.73 Bcf of gas. Current production 

stands at 1,000 bbl/day of crude and 5 Mcf/day of gas. 

4 SAN ANDRES

Arenque is one of the o�shore areas on o�er during the 

second round of ISCs, and is located approximately 30km 

from Tampico in Tamaulipas, on the Mexican continental 

shelf. It has an area of 2,035km2, and is the largest area in 

terms of reserves, with 1P reserves standing at 76 million 

Boe and 3P reserves of 100 million Boe. The original 

hydrocarbons in place stood at 1.23 billion bbl of crude, 

and 1.35 billion Mcf of gas. 

5 ARENQUE

Atún is the second of the o�shore areas being presented 

for tender in the second round of ISCs. Like Arenque, it 

is located on the continental shelf, approximately 40km 

east–southeast of Tuxpan in Veracruz. It has a total area 

of 625km2 and the exploitation of the area began in 1968. 

1P reserves at Atún stand at 9 million Boe, and 3P reserves 

at 26 million Boe. Original volume at Atún was 406 bbl of 

crude and 983 Mcf of gas. 72 wells have been drilled in this 

area and currently, only two remain in operation. 

6 ATÚN

Source: Pemex
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ATTRACTIVENESS OF MEXICO’S 
ISCs IN A GLOBAL PORTFOLIO

JAIME BUITRAGO
President of ExxonMobil 
Ventures México

MARTA JARA OTERO
President and General Director 
of Shell Mexico

“We believe that the Energy Reform of 2008 was a major 

historic milestone after more than 70 years without 

even discussing the matter. We were impressed by its 

legitimacy, because it was the result of a very broad 

debate. Of course, the contracts and opportunities that 

come up for consideration need to be globally competitive. 

Shell operates all over the world and every country has 

its framework, and our mantra is that a contract needs to 

be globally competitive for us to participate. We believe 

di�erent frameworks work in di�erent jurisdictions, 

but for us what matters is having the right fiscal terms 

and materiality. As long as the risk/reward balance is 

appropriate for the investor, and as long as there is su�cient 

stability in a country, we are happy to look at solutions in 

a creative way. For complex and long-term developments, 

creativity does not just relate to technology, but also to  

commercial solutions. 

“The first round was a very prudent first step to test the 

process, and there is consensus that the process was 

transparent and e�cient, but the type of asset that was 

o�ered in the first round is not an arena where Shell can 

be competitive. It is questionable whether the second 

round will be of interest to us, but our main ambition is 

deepwater, because it is the type of project of a scale, 

complexity and investment level that not every company 

can provide. That is where we can bring an outstanding 

solution. On top of the technical knowledge and expertise, 

we have the advantage of having similar projects on the 

other side of the Gulf of Mexico, which gives us superior 

knowledge. These are the types of asset that we would be 

looking at participating in.

“There are di�erent types of service contracts with di�erent 

risk profiles. The current legal framework in Mexico allows 

contracts that leave the operatorship to Pemex, and that 

is designed in a way that the IOC is the investor, and is 

remunerated on a fee per barrel basis. The current contract 

model has been tested on the market and proved to be 

appropriate for mature fields. But those terms would not 

necessarily be appropriate for a much riskier and uncertain 

project like a deepwater exploration contract.”

“In a pure service contract, the contractor gets paid if 

the service is satisfactorily completed, regardless of 

the production outcome. One or two countries have 

used modified service contracts as agreements for the 

production of hydrocarbons, and Mexico is one of them, 

using the 2008 Energy Reform to implement them. The 

challenge in using a service contract as a production 

agreement is to obtain the proper balance of risks and 

rewards, and a natural alignment between the parties in 

the presence of significant subsurface or geological risk.

“NOCs like Pemex and IOCs like ExxonMobil face common 

challenges, and often share common goals. One example is 

exploration in high risk and high capital investment projects 

such as deepwater. At ExxonMobil we would like to develop 

long-term partnerships based on these commonalities; this 

is the business model that we think works best, both for the 

resource owner and for our company. 

“Companies around the world, including those that are 

state-owned, partner with others in joint ventures in order 

to share risks, access technology and implement global 

best practices. We are convinced that these are some of 

the attributes that we could share with resource owners, 

including Mexico, if we were able to work together in 

exploration and production of deepwater projects. That 

being said, and as in any other part of the world, globally 

competitive terms will be needed to attract this high-risk 

investment. Both the opportunity and the terms need to 

be competitive within the global portfolio of investment 

opportunities. A successful, value driven partnership 

between a national oil company and an international oil 

company has to be structured in a way that both the 

investor and the resource owner feel that they are in a 

win-win relationship, and where everyone is able to work 

together to achieve a positive outcome.

“Mexico has already taken steps to modernize its 

oil and gas legislation, and the national debate to 

determine where they want to go in the future is likely to 

continue. We will evaluate the opportunities as they are  

presented and participate in these projects if they are 

globally competitive.”

C-0018, Mexico Oil & Gas Review (2012)
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After breaking the 100% 1P reserve replacement mark in 2011, Pemex aims to keep adding proven 

reserves at a faster pace than the planned increase in production volume. This will require 

significant investment in exploration, and the NOC has laid out its plans, which it hopes will be 

su�cient to discover the hydrocarbons required. Exploration will take place across the whole 

country, both onshore and o�shore, and at new and mature fields.

In this chapter, we look at the provinces where Pemex will be exploring for new reserves, the 

NOC’s seismic acquisition plan, Pemex’s exploration successes in 2011 and expectations for 2012, 

technologies Pemex will use to discover new resources, both conventional and innovative, and 

delve into the drilling industry to look at the latest technologies from around the world and how 

they can be applied in Mexico.

4
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the company’s previous under-investment in exploration in 

years past than about the company’s current exploration 

investment levels. 

When talking about Pemex’s exploration success rate, 

Morales Gil says that Pemex’s impressive 50%+ exploration 

success rate comes from balancing exploration risk with 

the chance of success in the NOC’s di�erent operating 

regions. He admits that the country has much unexplored 

potential in deepwater, but that this has been a result of 

having very attractive opportunities in other regions. “I am 

sure that other companies from around the world would 

not be so advanced in deepwater exploration if they had 

enjoyed the same opportunities that Pemex did in shallow 

water,” he says. He goes on to explain that even though 

deepwater is now a priority for the company, it still needs 

to be balanced within the overall exploration portfolio, as 

Pemex has a lower success rate in deepwater exploration 

than it does in shallow water. “Even though we have 17 

billion bbl of reserves in shallow water and 29 billion bbl 

of reserves in deepwater, we will continue to dedicate 

60% of our budget to shallow water in order to keep our 

exploration portfolio balanced,” he says.

At the inauguration of the Bicentenario semi-submersible 

drilling rig in February 2012, Mexican President Felipé 

Calderón announced that Pemex had already achieved the 

goal of 100% 1P reserve replacement in 2011, a target that 

was set for 2012. “We have achieved our aim proposed 

many years ago. This means Pemex’s production is now 

guaranteed to be permanently viable, so we can guarantee 

the future for all Mexicans.” Whilst this statement might be 

somewhat overstating the permanence of securing 100% 1P 

reserve replacement for one year, the sentiment of having 

achieved something impressive is understandable. It was 

only in 2004 that Pemex’s 1P reserve replacement level 

stood as low as 23%. Results have improved dramatically 

since then, with the 2010 figure standing at 86%, but it 

was only in 2011 that the company managed to completely 

replace its production with proven reserves. 

Carlos Morales Gil, Director General of Pemex Exploration 

and Production, details the company’s e�orts in reaching 

its 100% reserve replacement target. “Only 20% of our 2011 

reserve replacement performance is supported by new 

discoveries; the other 80% comes from development and 

reservoir management. By addressing declining trends and 

increasing recovery factors at existing fields, we can boost 

our reserve levels. Although this activity started several 

years ago, the restructuring of Pemex E&P gave us a big 

boost because it meant we had several regional production 

o�ces dedicated to reservoir management practices. Of 

course, exploration has its role, but this is more related to 

the 3P reserve rate than to the 1P reserves.”

In explaining the company’s recent ramp up in reserve 

replacement, Morales Gil says that the company has 

significantly increased investment in exploration activity, 

from US$160 million in 2000 to US$2.72 billion in 2011, 

although he admits that this probably says more about 

Scheduled exploratory wells have had a higher success 

rate in achieving commercial hydrocarbon production, 

according to the January-November 2011 drilling statistics 

published by the CNH. Over this period, half of the 26 

completed wells were producing commercial hydrocarbons 

to be, while 23% were non-commercial producing wells 

and the remaining 27% were not producing at all.

If these 26 wells are broken down into scheduled and 

unscheduled wells, as displayed in the charts on the right, 

the result is clear: a whopping 70% of the scheduled wells 

were of the commercial producing kind, while only 38% of 

the unscheduled wells resulted in commercial production. 

Similarly, 10% of the scheduled wells – only one well – ended 

up not producing, while 37% of the unscheduled wells – 

or six wells – were non-producing. It is also interesting 

to point out that about 60% more unscheduled than 

scheduled exploratory wells were drilled, showing that as 

the year went on, Pemex regularly changed its drilling plan.

These findings have to be nuanced: Pemex has for example 

a very high overall success rate in the shallow water in the 

southern marine area, according to Carlos Morales Gil, 

Director General of Pemex Exploration and Production.  

He points out that one place where unscheduled wells 

are drilled is at the onshore Burgos basin in the northeast 

of the country. Changes in the drilling plan are common 

in this region because of di�cult access to the drilling 

locations due to the region’s challenging geology. Also, 

the Burgos basin covers much of the north of Tamaulipas 

and some parts of Nuevo León and Coahuila, regions 

which have been violence-ridden in the last few months 

and years and where security concerns have impacted the 

drilling plan. “The bottom line is: operating is very di�erent 

from regulating,” Morales Gil says.

Gustavo Hernández García, Subdirector of Planning 

for Pemex Exploration and Production, downplays the 

importance of success rates of unscheduled wells and what 

they say about Pemex: “Every year, we drill more or less the 

number of wells that we planned to, but there will always 

be di�erences between the number of planned wells and 

the final number of wells drilled in a year. This is part of any 

sensible company’s development plan.” Hernández García 

believes that Pemex’s 2011 drilling activities were relatively 

successful when compared to the development plan for the 

year. He says that some exploratory wells were switched 

from the original plan, particularly o�shore, where the 

NOC did not succeed in contracting the required number 

of jack-ups to fulfill its drilling schedule.

Source: PemexC-0018, Mexico Oil & Gas Review (2012)
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the company’s previous under-investment in exploration in 
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in this region because of di�cult access to the drilling 
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TWELVE GEOLOGICAL PROVINCES

PRODUCING GEOLOGICAL PROVINCES
SABINAS-BURRO-PICACHOS
This province mainly produces non-associated gas. Source rock: part of Tithonian La Casita Formation. 
Hydrocarbons stored in structural traps in Late Jurassic and Early Cretaceous rock. Main fields: Monclova-Buena 
Suerte, Pirineo, Merced. Prospective resources: 0.3 billion Boe, 0.57% of total national resources.  

BURGOS
Main producer of non-associated gas. Source rock: Tithonian clay-chalk and Paleogene shales. Hydrocarbons stored 
in anticlinal traps in interstratified Paleogene sandstone. Main fields: Reynosa, Monterrey, Cuitláhuac, Arcabuz, 
Culebra, Arcos, Pandura, Corindón. Prospective resources: 3.0 billion Boe, 5.92% of total national resources.      

PLATAFORMA DE YUCATÁN
Includes continental platform and Yucatán peninsula, extending to Guatemala and Belize. Carboniferous 
source rock from Early-Middle Cretaceous Cobán Formation. Cretaceous carboniferous reservoir rocks. Subtle 
structural and stratigraphic traps. Production only in Guatemala and Belize. Prospective resources: 0.3 billion 
Boe, 0.57% of total national resources. 

DEEPWATER GULF OF MEXICO
Oil potential currently being evaluated. Main source rock: Tithonian clay limestone and shales. Hydrocarbons 
stored in Cretaceous limestone and Neogene sandstone in structural and combined traps. Main fields: Tamil, 
Noxal, Lakach, Lalail. Prospective resources: 29.5 billion Boe, 56.40% of total national resources.

SOUTHEAST REGION
Mexico’s most important oil-producing basin. Main source rock: Tithonian clay. Hydrocarbons stored in 
Cretaceous carbonates, Late Jurassic carbonates and sandstone, Paleogene carbonated breccia and Neogene 
sandstone in structural and combined traps. Main fields: Cantarell, KMZ, J.A. Bermúdez, Jujo-Tecominoacán. 
Prospective Resources: 15.0 billion Boe, 31.96% of total national resources.  

VERACRUZ 
Mainly produces gas in Tertiary rocks, and some oil in Mesozoic rocks. Source rock: Tithonian clay limestone 
and shales, Middle Cretaceous limestone and Late Miocene shales. Hydrocarbons stored in Eocene and Miocene 
siliclastics and Middle-Late Cretaceous limestone in Neogene and Laramide structural traps. Main fields: Playuela, 
Lizamba (gas) and Cópite, Mata Pionche (oil). Prospective resources: 0.7 billion Boe, 1.33% of total national resources.

TAMPICO-MISANTLA 
This province mainly produces oil. Source rock: Early-Middle Jurassic carboniferous shales, Oxfordian, 
Kimmeridge and Tithonian clay mudstone and shales. Hydrocarbons stored in structural, stratigraphic and 
combined traps in limestone and sandstone from di�erent geological periods. Main fields: Poza Rica, Arenque, 
Tamaulipas-Constituciones, Chicontepec. Prospective resources: 1.7 billion Boe, 3.25% of total national resources. 

NON-PRODUCING GEOLOGICAL PROVINCES 
CINTURÓN PLEGADO CHIAPAS
Commercial production of oil and condensates. Source rock: Clay mudstone, Tithonian shales and Early-Middle 
Cretaceous carbonated-evaporite sequences. Hydrocarbons stored in Cretaceous limestone and dolomite rocks in 
structural traps. Discoveries in northern, central and eastern part of province. Current production in northern part.

CINTURÓN PLEGADO DE LA SIERRA MADRE ORIENTAL
Most extensive network of folds and faults in Mexico. Late Jurassic source rock. Jurassic and Cretaceous 
siliclastic and carbonates reservoir rock in structural traps. No hydrocarbon discoveries so far. Medium-low 
potential.

CHIHUAHUA
Paleozoic, Tithonian, Aptian and Turonian source rock. Oil system at high risk due to high maturity of source 
rock. Paleozoic limestone and dolomite rocks and Jurassic and Cretaceous sandstone and limestone reservoir 
rock. Potential traps are structural. Medium-low potential.

GOLFO DE CALIFORNIA 
Proven existence of dry gas. Source rock: Miocene shales. Hydrocarbons stored in Miocene and Pliocene sandstones 
in combined traps. Only producing well is Extremeño-1. Medium-low potential. Resources are being evaluated.          

VIZCAINAS-LA PURÍSIMA-IRAY
Forearc basin. Source rock: Cretaceous and Paleocene shales. Hydrocarbons stored in sandstones of Late 
Cretaceous Valley Formation. Mainly stratigraphic and combined traps in up-dip pinch-out sandstone.  
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PROSPECTIVE RESOURCES PER REGION (Billion Boe)

1 SABINAS 0.3

2 BURGOS 3.0

3 YUCATÁN 0.3

4 DEEPWATER GULF OF MEXICO 29.5

5 SOUTHEAST REGION 15.0

6 VERACRUZ 0.7

7 TAMPICO MISANTLA 1.7

Source: CNH
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Oil Province is a geographical term, an area where commercial quantities of oil occur.

Basin is a depression where high sediment thicknesses accumulate. This term is sometimes used geographically to 
describe an oil province. 

MEXICO’S PETROLEUM GEOLOGY

maximum of more than 4 million Boe/day in 2004. Its 

current accumulated production is 41.4 billion Boe. However, 

production in the southeast region is declining, which is a 

source of much concern, but its prospective resources still 

account for almost 32% of Mexico’s total resources.

The province with the highest potential is deepwater Gulf of 

Mexico. This area also represents the frontier to deepwater 

exploration. Extra-heavy oil and gas has been discovered 

already, with 3P reserves totalling 532 million Boe. The 

prospective resources in deepwater are estimated to be 

29.5 billion Boe, accounting for more than half (56.40%) of 

Mexico’s total resources.

Mexico has been subject to studies and exploratory 

activities focused on finding hydrocarbon reservoirs since 

the end of the 19th century. The first commercial discovery 

of hydrocarbons in Mexico occurred in 1901 in fractured 

limestone from the Late Cretaceous in the area of Pánuco-

Ébano, San Luís Potosí. Other discoveries were added to 

this one in the following years, succeeding in positioning 

Mexico as one of the main producers in the world.

In the last 70 years, Pemex has explored the Mexican 

territory and defined the main provinces with oil potential, 

having established commercial production and with oil 

reserves in six of them: Sabinas-Burro-Picachos, Burgos, 

Tampico-Misantla, Veracruz, Sureste and Golfo de México 

Profundo. Furthermore, six additional provinces with 

medium to low oil potential have been identified, including 

the Plataforma de Yucatán, Cinturón Plegado de Chiapas, 

Cinturón Plegado de la Sierra Madre Oriental, Chihuahua, 

Golfo de California and Vizcaíno-La Purísima-Iray.

Currently, the majority of Mexico’s oil production comes 

from the southeast province with its two most important 

fields being Cantarell and Ku-Maloob-Zaap. According to 

Pemex production data, this province reached its historical 

C-0018, Mexico Oil & Gas Review (2012)
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MATCHING 
EXPLORATION AMBITION 
AND INVESTMENT
ALMA AMÉRICA PORRES LUNA
Commissioner of CNH

MEXICO’S MAIN DISCOVERIES 2006-2011

3P reserves in million bbl of oil equivalent

As Cantarell reached its peak in 2004, Pemex faced the urgent need to replace this field’s declining production with  

additional production from both existing fields and new discoveries. Over the following years, exploration investment 

and the reserves replacement rate rose side by side.

As the graph above shows, the company has made significant discoveries during the 2006-2011 period. Expectations 

for 2012 are high, as Gustavo Hernández García, subdirector of PEP, explains: “Our target for 2012 is to discover close to  

1 billion Boe. Part of that will come from new discoveries, while another important part will come from reclassifying and 

updating our knowledge of existing reservoirs.”
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it is very di�cult for an operator to admit that production 

is equal to exploration. It is hard to see exploration as 

an investment, if one is told that the goal is to have this 

amount of money this year and this amount next year. 

The same phenomenon happens with research. If one is 

told that the results are needed for today or tomorrow, 

research somehow loses its importance.

Q: When you go to other countries, you must meet 

representatives from many oil and gas producing 

countries. What is the international opinion on how 

Pemex approaches exploration?

A: On an international level, Pemex is well reputed for its 

exploration activities. Many people think that Pemex has 

high quality specialists and that they have been able to 

conceive a very pertinent exploratory strategy, especially 

considering the fact that Pemex only receives a limited 

amount of budgetary support for exploration activities. 

This has led to the view among international experts that 

investment is lacking in Pemex’s exploration sector. 

Today in Mexico, exploration activities face a big challenge 

given the low levels of investment in people and projects 

by Pemex in recent years. However, given the challenges 

the company has had to face in this regard, they have 

not done a bad job, and this opinion is shared among 

international commentators. 

Given the circumstances that Pemex faces in terms of its 

budget approval process, it is very di�cult for the NOC 

to think that it will give exploration a budget with an 

investment that will yield results within five or six years. It’s 

a question of deadlines and of when the company and its 

executives will be held accountable. It’s a problem of short, 

medium and long-term vision.

More investment is needed so as to be able to replace 

production in the medium and long-term. I cannot state 

a production number for tomorrow if I don’t know where 

to get it from and whether I’ll get it from deepwater or 

shale gas. For example, in deepwater there is a need for 

geological and geochemical modelling. The percentage 

of wells located in deepwater is very low, because Pemex 

does not have the entire data model, having not fully 

completed its acquisition of this data. This is because 

exploration hasn’t been the principal factor and investment 

has been low. A larger budget for exploration is needed 

in order to provide all the necessary support to increase 

the knowledge of the Mexican basins and to develop the 

country’s resources in the mid to long-term. 

Q: What if another entity were in charge of how much 

budget goes to exploration? 

A: I think that something like this should happen. In the end, 

application of new algorithms for the seismic processing 

of depth migration have contributed to reduce the risk in 

defining the trap in this province.

Q: What is the budget for exploration this year?

A: The budget for exploration in 2012 is around MX$30 

billion (US$2.3 billion). This is similar to Chicontepec’s 

budget. Last year it was MX$23 billion (US$1.75 billion) 

and Chicontepec had MX$30 billion (US$2.3 billion), so 

there was less for exploration than for Chicontepec. This 

is a problem for us, because we are asking ourselves 

how it is possible that exploration has a smaller budget  

than Chicontepec. 

Q: What do you believe should be the priorities in 

exploration?

A: The priorities should be data acquisition and geochemical 

modeling. In the Gulf of Mexico’s exploration for example, 

it should be the data acquisition and the interpretation of 

areas with saline influence and complex geology, so as to 

get definitions with fewer risks. In onshore fields, I would 

look at fields with high pressure and temperature, and the 

evaluation of shale gas fields’ potential. 

Q: Can Pemex ever increase its production to 3 million 

bbl/day if it doesn’t increase the exploration budget?  

A: No, it’s almost impossible. This is one of the conflicts 

that in a way the CNH has brought into the public eye. 

Exploration is the future of what can be produced in terms 

of oil. 

Q: Do you think it is possible for Pemex to produce that 

amount by 2020?

A: It is going to be very di�cult.

Q: Why is there such under-investment in exploration?

A: I think that the problem here is that Pemex is given 

a certain budget and needs to decide where to allocate 

it, but there are certain compromises that an operating 

company must make, especially in this country - for 

example regarding the deadlines when they are held 

accountable. Also, a big part of the budget is dedicated to 

exploitation activities because of the need to maintain oil 

and gas production levels.

Q: What has Mexico done so far in terms of exploration of 

its prospective resources?

A: The amount of prospective resources currently reported 

in Mexico is 50.5 million Boe. Mexico has twelve oil regions, 

di�erent geological provinces that are both explored and 

non-explored. Today, only seven of the provinces have 

been explored. The others haven’t been explored yet - 

and exploration is needed. Among the reasons why they 

haven’t been explored is the lack of su�cient maturity 

in some of the fields in terms of oil. 47% of the identified 

prospective resources are documented in the Database of 

Exploratory Opportunities, while 53% have not yet been 

identified. So out of the 50.5 million Boe of prospective 

resources, there are exploratory opportunities only in 47% 

of this volume. 

Q: What has Pemex’s exploration strategy been 

historically?

A: Pemex started its exploration activities in 1943, making 

some light oil discoveries. The onshore exploitation of 

Reforma-Akal was boosted in 1972 with the oil and gas 

discoveries in cretaceous limestone through the wells of 

Sitio Grande-1 in the southern region and Cactus-1. The 

geophysical prospecting in the marine part of the province 

started in the same year and the exploratory studies 

peaked between 1974 and 1976 with the drilling of the 

Chac-1 well in the Campeche region.

Between 1976 and 1981, the Campeche region was the 

location of major discoveries, which led eventually to the 

exploitation of the Cantarell complex. This was the start 

of the exploitation of the most important province in the 

country, reaching a historical production maximum of more 

than 4 million Boe/day in 2004.  Within the exploratory 

strategy for these basins, potential evaluation projects and 

their respective investments developed, principally for the 

Malpaso and Reforma projects, located in the onshore part 

of these basins.

In order to have the best quality and certainty, 

interregional studies have played an important role in the 

actualization process of the opportunities portfolio and 

of the exploratory localizations. Also, both the increase in 

the activity level of 3D and 2D seismic acquisition and the 
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MEXICO’S MAIN DISCOVERIES 2006-2011

3P reserves in million bbl of oil equivalent

As Cantarell reached its peak in 2004, Pemex faced the urgent need to replace this field’s declining production with  

additional production from both existing fields and new discoveries. Over the following years, exploration investment 

and the reserves replacement rate rose side by side.

As the graph above shows, the company has made significant discoveries during the 2006-2011 period. Expectations 

for 2012 are high, as Gustavo Hernández García, subdirector of PEP, explains: “Our target for 2012 is to discover close to  

1 billion Boe. Part of that will come from new discoveries, while another important part will come from reclassifying and 

updating our knowledge of existing reservoirs.”
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it is very di�cult for an operator to admit that production 

is equal to exploration. It is hard to see exploration as 

an investment, if one is told that the goal is to have this 

amount of money this year and this amount next year. 

The same phenomenon happens with research. If one is 

told that the results are needed for today or tomorrow, 

research somehow loses its importance.

Q: When you go to other countries, you must meet 

representatives from many oil and gas producing 

countries. What is the international opinion on how 

Pemex approaches exploration?
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high quality specialists and that they have been able to 
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considering the fact that Pemex only receives a limited 

amount of budgetary support for exploration activities. 

This has led to the view among international experts that 

investment is lacking in Pemex’s exploration sector. 
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More investment is needed so as to be able to replace 

production in the medium and long-term. I cannot state 

a production number for tomorrow if I don’t know where 

to get it from and whether I’ll get it from deepwater or 

shale gas. For example, in deepwater there is a need for 

geological and geochemical modelling. The percentage 

of wells located in deepwater is very low, because Pemex 

does not have the entire data model, having not fully 

completed its acquisition of this data. This is because 

exploration hasn’t been the principal factor and investment 

has been low. A larger budget for exploration is needed 

in order to provide all the necessary support to increase 

the knowledge of the Mexican basins and to develop the 

country’s resources in the mid to long-term. 

Q: What if another entity were in charge of how much 

budget goes to exploration? 

A: I think that something like this should happen. In the end, 

application of new algorithms for the seismic processing 

of depth migration have contributed to reduce the risk in 

defining the trap in this province.

Q: What is the budget for exploration this year?

A: The budget for exploration in 2012 is around MX$30 

billion (US$2.3 billion). This is similar to Chicontepec’s 

budget. Last year it was MX$23 billion (US$1.75 billion) 

and Chicontepec had MX$30 billion (US$2.3 billion), so 

there was less for exploration than for Chicontepec. This 

is a problem for us, because we are asking ourselves 

how it is possible that exploration has a smaller budget  

than Chicontepec. 

Q: What do you believe should be the priorities in 

exploration?

A: The priorities should be data acquisition and geochemical 

modeling. In the Gulf of Mexico’s exploration for example, 

it should be the data acquisition and the interpretation of 

areas with saline influence and complex geology, so as to 

get definitions with fewer risks. In onshore fields, I would 

look at fields with high pressure and temperature, and the 

evaluation of shale gas fields’ potential. 

Q: Can Pemex ever increase its production to 3 million 

bbl/day if it doesn’t increase the exploration budget?  

A: No, it’s almost impossible. This is one of the conflicts 

that in a way the CNH has brought into the public eye. 

Exploration is the future of what can be produced in terms 

of oil. 

Q: Do you think it is possible for Pemex to produce that 

amount by 2020?

A: It is going to be very di�cult.

Q: Why is there such under-investment in exploration?

A: I think that the problem here is that Pemex is given 

a certain budget and needs to decide where to allocate 

it, but there are certain compromises that an operating 

company must make, especially in this country - for 

example regarding the deadlines when they are held 

accountable. Also, a big part of the budget is dedicated to 

exploitation activities because of the need to maintain oil 

and gas production levels.

Q: What has Mexico done so far in terms of exploration of 

its prospective resources?

A: The amount of prospective resources currently reported 

in Mexico is 50.5 million Boe. Mexico has twelve oil regions, 

di�erent geological provinces that are both explored and 

non-explored. Today, only seven of the provinces have 

been explored. The others haven’t been explored yet - 

and exploration is needed. Among the reasons why they 

haven’t been explored is the lack of su�cient maturity 

in some of the fields in terms of oil. 47% of the identified 

prospective resources are documented in the Database of 

Exploratory Opportunities, while 53% have not yet been 

identified. So out of the 50.5 million Boe of prospective 

resources, there are exploratory opportunities only in 47% 

of this volume. 

Q: What has Pemex’s exploration strategy been 

historically?

A: Pemex started its exploration activities in 1943, making 

some light oil discoveries. The onshore exploitation of 

Reforma-Akal was boosted in 1972 with the oil and gas 

discoveries in cretaceous limestone through the wells of 

Sitio Grande-1 in the southern region and Cactus-1. The 

geophysical prospecting in the marine part of the province 

started in the same year and the exploratory studies 

peaked between 1974 and 1976 with the drilling of the 

Chac-1 well in the Campeche region.

Between 1976 and 1981, the Campeche region was the 

location of major discoveries, which led eventually to the 

exploitation of the Cantarell complex. This was the start 

of the exploitation of the most important province in the 

country, reaching a historical production maximum of more 

than 4 million Boe/day in 2004.  Within the exploratory 

strategy for these basins, potential evaluation projects and 

their respective investments developed, principally for the 

Malpaso and Reforma projects, located in the onshore part 

of these basins.

In order to have the best quality and certainty, 

interregional studies have played an important role in the 

actualization process of the opportunities portfolio and 

of the exploratory localizations. Also, both the increase in 

the activity level of 3D and 2D seismic acquisition and the 
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technological understanding to integrate these new 

exploration technologies.”

Pemex has access to the latest generation of seismic 

acquisition technology, even the new pre-salt methodology 

developed in Brazil. While the Gulf of Mexico’s geology 

di�ers from that of Brazil, it is perhaps possible that the 

Brazilian pre-salt technique can be of use in subsalt parts 

of Mexico, “we’ll have to see if it does or doesn’t behave in 

the same way,” Porres Luna says.

The three most important discoveries between 2006 and 

2011 in terms of 3P reserves quantity were the Tsimin field 

(1.1 billion Boe) and the Xux field (836 million Boe), both of 

which contain light crude, as well as the Ayatsil field, with 

596.1 million Boe of heavy crude. The Ayatsil-Tekel complex 

is located in the northern part of Ku-Maloob-Zaap, Mexico’s 

most productive region, and the Tsimin-Xux area is located 

in shallow waters 87km from Ciudad del Carmen.

In 2012, Pemex’s exploration priorities will be in shallow 

waters and deepwater areas, according to Carlos Morales 

Gil, Director General of Pemex Exploration and Production. 

“In shallow waters, we are focusing on three areas: the 

area of Tsimin-Xux, which we discovered two years ago, 

where we are looking for extensions of those reservoirs. 

We are also exploring in the continuity of the Ayatsil trends 

in the heavy crude area, and we continue also to explore 

in the coastal areas of Tabasco.” In deepwater, Morales Gil 

reveals that Pemex has already received some preliminary 

confirmations of liquid discoveries, but is waiting for more 

solid proof before making an announcement. Oil discoveries 

will continue to be the priority for the company, as these 

will be much more profitable deepwater wells than gas 

discoveries. In the middle of the year, the company intends 

to move north to its Perdido field and drill two deepwater 

wells, part of the six that the company is aiming for in 2012. 

Deepwater in the Gulf of Mexico presents a considerable 

technological challenge for Pemex. One of the main 

problems is seismic acquisition, because the Gulf of 

Mexico is principally constituted of potentially productive 

fields underneath large salt structures. “The Gulf of 

Mexico needs a seismic model leading to an acquisition 

that can pass through the salt structures and get the 

subsalt seismic information,” says Alma América Porres 

Luna, Commissioner at the CNH, as normal seismic 

techniques cannot get through the salt. “Pemex has put a 

lot of emphasis on new acquisition techniques and depth 

migration,” she says. 

Another technological challenge is producing geologic-

geochemical models in the Gulf of Mexico, in order to assess 

the maturity and type of field. “In some of the wells that 

have been drilled, certain guidelines were brought from the 

onshore region, for example from Poza Rica, to the Gulf of 

Mexico. The thinking was that there could be a continuity of 

the basins, and they might have oil,” explains Porres Luna. 

“But it turned out that they didn’t. Instead, gas fields were 

found.” What is required, she says, is a detailed geologic-

geochemical model of the Gulf of Mexico. The geochemical 

study can tell what fluid is likely to be found in the fields: the 

organic material transforms itself over millions of years and, 

depending on the temperature, becomes either gas, light 

oil or heavy oil, among other things. Geochemistry thus 

studies the maturity of the field, and makes sure that when 

drilling starts, there is a prognosis as to what will be found, 

according to Porres Luna. 

“If all characteristics indicate that there should be light 

oil and you drill and find gas, that means you didn’t do 

your studies well,” she explains. According to Porres Luna, 

a simulation had to be done particularly in the Gulf of 

Mexico, estimating where the organic material deposited 

itself and, after millions of years, into what it transformed. 

The model needed for the Gulf of Mexico must be 

an integral model including not just geology and 

geochemistry, but also 3D seismic (wide azimuth) and 

electromagnetic surveys. Most of these technologies are 

already used in Mexico. She explains that Pemex’s capacity 

is augmented by contracting international companies. 

“The exploration technology used is created on an 

international level and it is possible to obtain it,” Porres 

Luna says. For example, technology can appear in the 

North Sea and Pemex can either visit or the companies 

themselves can come to Mexico to showcase the potential 

benefits of the application of new technologies in Mexico’s 

exploration process, according to the CNH commissioner. 

“Pemex already has the human resource capacity and 

that the company will continue to explore the Gulf of 

Mexico’s deepwater potential during 2012, after having 

focused 90% of 3D seismic surveys on deepwater areas in 

2011 compared with only 10% in shallow water areas. The 

NOC has hired specialized equipment for acquisition of 3D 

seismic data in deep waters through 2014. 

Seismic surveys are crucial to reducing oil companies’ 

margins of error in drilling operations, particularly in the 

costly deepwater arena where Pemex has set its sights. 

The surveys provide reliable data regarding the geological 

formations beneath the Gulf of Mexico’s seabed, 

including the depth and density of its di�erent layers, the 

composition and solidity of the ground and the structure of 

the rock. Given the high financial stakes and small margin 

for error, these comprehensive images of the geological 

conditions, confirming or refuting the existence and 

magnitude of exploration opportunities plays a vital part 

in the exploration process prior to drilling an exploratory 

well. Throughout 2011, Pemex concentrated a substantial 

portion of its 3D seismic surveys on the Perdido area near 

the Mexico-US border where the company is planning to 

start drilling exploratory deepwater wells this year. 

Carlos Morales Gil, Director General of Pemex Exploration 

and Production, explains that in 2012, the NOC’s exploration 

goals will continue to be focused o�shore, in both shallow 

and deepwater. “The company will continue to explore in 

three main shallow water areas in 2012: First, the area of 

Tsimin-Xux, which was discovered two years ago; second, 

the heavy crude area around the Ayatsil discovery, and 

third, o� the coast of Tabasco.” Morales Gil points out 
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technological understanding to integrate these new 

exploration technologies.”

Pemex has access to the latest generation of seismic 

acquisition technology, even the new pre-salt methodology 

developed in Brazil. While the Gulf of Mexico’s geology 

di�ers from that of Brazil, it is perhaps possible that the 

Brazilian pre-salt technique can be of use in subsalt parts 

of Mexico, “we’ll have to see if it does or doesn’t behave in 

the same way,” Porres Luna says.

The three most important discoveries between 2006 and 

2011 in terms of 3P reserves quantity were the Tsimin field 

(1.1 billion Boe) and the Xux field (836 million Boe), both of 

which contain light crude, as well as the Ayatsil field, with 

596.1 million Boe of heavy crude. The Ayatsil-Tekel complex 

is located in the northern part of Ku-Maloob-Zaap, Mexico’s 

most productive region, and the Tsimin-Xux area is located 

in shallow waters 87km from Ciudad del Carmen.

In 2012, Pemex’s exploration priorities will be in shallow 

waters and deepwater areas, according to Carlos Morales 

Gil, Director General of Pemex Exploration and Production. 

“In shallow waters, we are focusing on three areas: the 

area of Tsimin-Xux, which we discovered two years ago, 

where we are looking for extensions of those reservoirs. 

We are also exploring in the continuity of the Ayatsil trends 

in the heavy crude area, and we continue also to explore 

in the coastal areas of Tabasco.” In deepwater, Morales Gil 

reveals that Pemex has already received some preliminary 

confirmations of liquid discoveries, but is waiting for more 

solid proof before making an announcement. Oil discoveries 

will continue to be the priority for the company, as these 

will be much more profitable deepwater wells than gas 

discoveries. In the middle of the year, the company intends 

to move north to its Perdido field and drill two deepwater 

wells, part of the six that the company is aiming for in 2012. 

Deepwater in the Gulf of Mexico presents a considerable 

technological challenge for Pemex. One of the main 

problems is seismic acquisition, because the Gulf of 

Mexico is principally constituted of potentially productive 

fields underneath large salt structures. “The Gulf of 

Mexico needs a seismic model leading to an acquisition 

that can pass through the salt structures and get the 

subsalt seismic information,” says Alma América Porres 

Luna, Commissioner at the CNH, as normal seismic 

techniques cannot get through the salt. “Pemex has put a 

lot of emphasis on new acquisition techniques and depth 

migration,” she says. 

Another technological challenge is producing geologic-

geochemical models in the Gulf of Mexico, in order to assess 

the maturity and type of field. “In some of the wells that 

have been drilled, certain guidelines were brought from the 

onshore region, for example from Poza Rica, to the Gulf of 

Mexico. The thinking was that there could be a continuity of 

the basins, and they might have oil,” explains Porres Luna. 

“But it turned out that they didn’t. Instead, gas fields were 

found.” What is required, she says, is a detailed geologic-

geochemical model of the Gulf of Mexico. The geochemical 

study can tell what fluid is likely to be found in the fields: the 

organic material transforms itself over millions of years and, 

depending on the temperature, becomes either gas, light 

oil or heavy oil, among other things. Geochemistry thus 

studies the maturity of the field, and makes sure that when 

drilling starts, there is a prognosis as to what will be found, 

according to Porres Luna. 

“If all characteristics indicate that there should be light 

oil and you drill and find gas, that means you didn’t do 

your studies well,” she explains. According to Porres Luna, 

a simulation had to be done particularly in the Gulf of 

Mexico, estimating where the organic material deposited 

itself and, after millions of years, into what it transformed. 

The model needed for the Gulf of Mexico must be 

an integral model including not just geology and 

geochemistry, but also 3D seismic (wide azimuth) and 

electromagnetic surveys. Most of these technologies are 

already used in Mexico. She explains that Pemex’s capacity 

is augmented by contracting international companies. 

“The exploration technology used is created on an 

international level and it is possible to obtain it,” Porres 

Luna says. For example, technology can appear in the 

North Sea and Pemex can either visit or the companies 

themselves can come to Mexico to showcase the potential 

benefits of the application of new technologies in Mexico’s 

exploration process, according to the CNH commissioner. 

“Pemex already has the human resource capacity and 

that the company will continue to explore the Gulf of 

Mexico’s deepwater potential during 2012, after having 

focused 90% of 3D seismic surveys on deepwater areas in 

2011 compared with only 10% in shallow water areas. The 

NOC has hired specialized equipment for acquisition of 3D 

seismic data in deep waters through 2014. 

Seismic surveys are crucial to reducing oil companies’ 

margins of error in drilling operations, particularly in the 

costly deepwater arena where Pemex has set its sights. 

The surveys provide reliable data regarding the geological 

formations beneath the Gulf of Mexico’s seabed, 

including the depth and density of its di�erent layers, the 

composition and solidity of the ground and the structure of 

the rock. Given the high financial stakes and small margin 

for error, these comprehensive images of the geological 

conditions, confirming or refuting the existence and 

magnitude of exploration opportunities plays a vital part 

in the exploration process prior to drilling an exploratory 

well. Throughout 2011, Pemex concentrated a substantial 

portion of its 3D seismic surveys on the Perdido area near 

the Mexico-US border where the company is planning to 

start drilling exploratory deepwater wells this year. 

Carlos Morales Gil, Director General of Pemex Exploration 

and Production, explains that in 2012, the NOC’s exploration 

goals will continue to be focused o�shore, in both shallow 

and deepwater. “The company will continue to explore in 

three main shallow water areas in 2012: First, the area of 

Tsimin-Xux, which was discovered two years ago; second, 

the heavy crude area around the Ayatsil discovery, and 

third, o� the coast of Tabasco.” Morales Gil points out 

C-0018, Mexico Oil & Gas Review (2012)



8584

REDUCING E&P RISK  
WITH 3D EM

Trondheim
Oslo

Stavanger
Kuala Lumpur

Houston
Rio de Janeiro

… and now,  
Villahermosa

emgs.com

Dominique Gehant, CGGVeritas Geomarket Director for Mexico

“WE SEE GREAT OPPORTUNITIES TO USE OUR TECHNOLOGY FOR BETTER 

RESERVOIR CHARACTERIZATION OF FIELDS AS WELL AS TO MONITOR 

PRODUCTION AND ENHANCE PRODUCTIVITY”    

HIGH-END SEISMIC TECHNOLOGY 
CONTINUES TO GAIN GROUND

well as in areas where resolution is key for reservoir 

characterization studies.”

In the coming years, CGGVeritas also anticipates new 

opportunities in seismic monitoring. “The company 

has a full range of services for permanent monitoring 

of fields encompassing data acquisition to processing 

and interpretation, and is also the leader in 4D seismic 

technology that we have applied successfully for many 

years in the North Sea and other parts of the world,” 

Gehant explains. “To my knowledge, Pemex has not yet 

used 4D technology but is evaluating it for application 

on existing fields, as well as at the planning stage before  

the development of new fields, in order to increase  

long-term productivity.”

Shale gas is another area of opportunity for companies 

such as CGGVeritas. Mexico has huge potential shale gas 

reserves, and CGGVeritas can provide significant value to 

their development by drawing on its proven experience 

and specific technologies that are successfully being 

used in similar fields in North America. 

Gehant mentiones the opportunities o�ered by the new 

integrated service contracts Pemex is o�ering to the oil 

industry to develop mature onshore as well as o�shore 

fields under a new business model allowed by the recent 

Energy Reform. “Two rounds of bids are already out 

to develop mature fields and Pemex is very keen to see 

operators extensively using new technology and processes 

to boost conventional production. We therefore see great 

opportunities to use our technology for better reservoir 

characterization of fields as well as to monitor production 

and enhance productivity.”

In September 2009, Pemex announced that they had 

awarded their largest-ever 3D seismic campaign to 

international geophysical service provider CGGVeritas. 

The contract specified that CGGVeritas acquire 

75,000km2 of 3D seismic data starting in October 

2009 and running until 2013. The high-end vessel Alizé, 

equipped with 12 Sercel Sentinel solid streamers fitted 

with Nautilus integrated streamer control devices, is 

towing one of the largest areal receiver arrays deployed 

in the industry. The Alizé has already acquired several 

large surveys in the deep o�shore delivering high-

quality data.

Based on the early success of wide-azimuth (WAZ) in the 

US Gulf of Mexico, Pemex decided to use this technology 

to target a large prospective area covered at depth by 

large salt deposits that complicate interpretation of 

the underlying sediments of interest to the company. 

“While conventional 3D seismic marine acquisition 

records a narrower range of the reflected wavefield 

and therefore provides a more limited illumination of 

sediments below salt bodies, wide-azimuth technology 

combined with leading-edge processing capabilities has 

proved to provide much clearer images,” said Dominique 

Gehant, CGGVeritas Geomarket Director for Mexico. 

“Pemex chose one of the largest configurations ever 

used for their first wide-azimuth survey, deploying two 

12 streamer vessels and two source vessels in order to 

increase both productivity and the range of azimuths 

recorded. We have just completed what we believe is the 

largest WAZ survey worldwide to date and the results so 

far are very encouraging,” says Gehant.

The recent contracts with Pemex have been extremely 

significant for the development of CGGVeritas’ business 

in Mexico and have provided the company with a platform 

for introducing additional new advanced technologies in 

the future. “As an example we are actively promoting our 

new BroadSeis technology, a unique broadband marine 

solution that can emit, record and process six octaves of 

data, ranging from 2.5-200 Hz, enhancing penetration 

and illumination below complex overburdens such as 

subsalt environments which are prevalent in the Gulf of 

Mexico,” says Gehant. “This technology has been used 

successfully in di�erent parts of the world in various 

geological settings and we are o�ering it to Pemex 

in order to improve imaging in salt-covered areas as 
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seismic. However, some companies, including Statoil, have 

started using CSEM at di�erent stages in the exploration 

process. In April 2011, Statoil announced that it had 

discovered reserves of 250 million bbl in Norway, using 

only existing 2D seismic data collected by the Norwegian 

Petroleum Directorate (NPD) and EMGS multi-client 3D 

EM data. The total exploration project cost less than US$1 

million, but Ridyard describes such projects as a “radical 

concept” at the moment.

Despite such developments, Ridyard does not believe 

that CSEM has the potential to damage the seismic 

industry: “When E&P companies want to do their appraisal 

programme, they will now come in and do a very detailed 

3D survey. What’s more, they’ll do it in full knowledge that 

they have got a discovery. In the end they would actually 

spend more on getting higher quality seismic because 

they have no risk to worry about.”

For many years, the chances of exploration success in 

potential oil and gas regions have been improved through 

the use of di�erent geophysical exploration methods, 

which can be used to detect or infer the presence and 

position of hydrocarbons in the subsoil. By using physical 

methods, exploration geophysics technologies are able to 

measure the di�erences between various types of rocks, in 

order to discern between those that contain hydrocarbons 

and those that do not. 

Seismic reflection techniques have long been the standard 

method of geophysical exploration in the oil and gas 

industry. Using a seismic source of energy, operators send 

seismic waves into the selected geological region, and 

based on the data they receive back are able to estimate 

the properties of the subsoil subjected to the seismic waves. 

However, gravity and magnetic techniques are increasingly 

being adopted by the oil and gas industry, as they can be 

used to determine the geometry and depth of covered 

geological structures. Magnetotellurics and electromagnetic 

techniques can provide results by detecting resistivity 

changes in the subsoil, particularly useful when trying to 

detect hydrocarbons through a salt layer.

Dave Ridyard, President of EMGS Americas, a Controlled 

Source Electromagnetic (CSEM) surveying company, is 

keen to stress that his technology is not a replacement for 

traditional seismic survey. “You have to have some seismic 

first. 90 percent of our customers will do 3D seismic first 

and, following the completion of a seismic survey, use CSEM 

to reduce risk in the well,” Ridyard says. “Many companies 

would spend a couple of million dollars to increase the 

chances of success when drilling their US$100 million well.”

During the exploration stage, CSEM is typically used after 

the various stages of seismic survey, including 2D seismic, 

infill seismic, exploration 3D and even time-lapse 4D 

EXPANDING RANGE OF GEOPHYSICAL 
EXPLORATION METHODS
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HIGH-END SEISMIC TECHNOLOGY 
CONTINUES TO GAIN GROUND
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characterization studies.”
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subsalt environments which are prevalent in the Gulf of 

Mexico,” says Gehant. “This technology has been used 

successfully in di�erent parts of the world in various 

geological settings and we are o�ering it to Pemex 

in order to improve imaging in salt-covered areas as 
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Do you want to receive the latest and most 

relevant news and opinions on the Mexican 

oil and gas industry instantly? Follow us on 

Twitter for all the information you need on 

project updates, technological achievements, 

new partnerships, awarded contracts, industry 

statistics and key events, and never worry 

about missing anything again. 

Interested in sharing your news with the 

key stakeholders in the Mexican oil and gas 

industry? We invite you to communicate and 

connect with our audience, the Mexican oil 

and gas community, free of charge. Contact 

us at twitter@newenergyconnections.com

¿Quieres estar informado en todo momento 

de las opiniones y noticias más recientes y 

relevantes sobre la industria del petróleo 

y el gas mexicana? Síguenos en Twitter 

para obtener toda la información que 

necesitas sobre avances de proyectos, 

logros tecnológicos, nuevas colaboraciones, 

contratos otorgados, estadísticas de la 

industria y eventos claves. Así, no volverás a 

perderte ningún detalle.

¿Quieres compartir tus noticias con los 

actores principales de la industria del 

petróleo y el gas mexicana? Te invitamos 

a comunicarte y conectarte con nuestros 

seguidores dentro de la “comunidad del 

petróleo y el gas en México” de forma 

completamente gratuita. Contáctanos en 

twitter@newenergyconnections.com

Broad bandwidths are desirable because they produce clearer images for improved interpretation and more quantitative and 

accurate reservoir properties. Low frequencies provide better penetration for deep targets, as well as greater stability for inversion.

Towing streamers deep reduces sea-state noise and improves low frequencies. However the streamer ghost (the reflection of 

data back down to the streamer from the sea surface) creates interference, causing a depth-dependent frequency notch in 

the amplitude spectrum. As the cable is moved deeper, a better low-frequency response is obtained, with a lower noise level, 

but the ghost notches a�ect the dominant seismic wavelengths, causing attenuation of the higher frequencies. 

BroadSeis, the CGGVeritas broadband marine data solution, uses streamers with varying receiver depth from near to far o�sets 

to produce receiver ghost notch diversity, allowing the streamer to be towed deeper to improve the low-frequency signal-to-

noise ratio without compromising the high frequencies. This solution capitalizes on the extremely low-noise characteristics and 

precise low-frequency response of Sercel solid streamers, which are quieter and can be towed deeper than other streamers (over 

40m), providing better low frequencies. Using this configuration, combined with advanced proprietary deghosting algorithms, 

signal is routinely recoverable down to 2.5Hz. The wavelets produced yield a high signal-to-noise ratio and maximum bandwidth, 

providing the clearest images of the subsurface for any target depth. The variability of the receiver depths, and hence the diversity 

of the streamer ghost notch, can be tuned for di�erent targets so that the notch diversity and output spectra are optimized for 

each survey. This cable shape is designed according to the water depth, target depth and velocity profile of the survey area.

Up to six octaves of bandwidth can be provided by this solution to produce sharp wavelets with minimal sidelobes, revealing the 

genuine seismic signature of formation interfaces. This enhances fine detail with increased resolution due to the high-frequency 

content of the signal and increased depth penetration due to the low frequencies. In mature basins BroadSeis provides significant 

enhancements for exploring new stratigraphic plays and delineation of subtle structural closures, as well as further enhancing 

hydrocarbon recovery by providing more detailed information about local facies variations and reservoir compartmentalization.

BROADSEIS – VARIABLE-DEPTH STREAMER 
BROADBAND MARINE DATA SOLUTION

CONVENTIONAL DATA 

On this conventional dataset from northwest Australia, 

although the resolution is relatively good, the wavelet sidelobes 

cause confusion as events are not single peaks or troughs, but 

tend to appear as triplets. The lack of low frequencies reduces 

the dynamic range and therefore decreases the standout of 

individual events.

BROADSEIS DATA 

Wavelets without sidelobes produce events that are single 

peaks or troughs, corresponding to genuine geological layers, 

clarifying impedance contrasts and creating sharp images. 

The low frequencies give an envelope shaping the larger-

scale impedance variations, providing clear di�erentiation 

between sedimentary packages, and increasing confidence in 

correlating interpretation across structural features.

BENEFITS OF BROADSEIS DATA BroadSeis provides the clearest images and details of the reservoir from its exceptionally 

sharp and clean wavelets without sidelobes. The broad bandwidths of BroadSeis also enhance imaging below di�cult 

to image geology and provides greater accuracy in seismic inversion from improved low frequencies. The increased 

dynamic range from six octaves of bandwidth provides rich broadband interpretation of lithology and inferred fluid 

properties, as well as improved layer di�erentiation. The deep tow of the majority of the receivers when using BroadSeis 

means that the solution is more resilient than other acquisition techniques to weather-related noise, allowing data to be 

recorded in marginal weather as long as it is operationally safe to do so. Streamers in BroadSeis mode can be towed deeper, 

to achieve industry-leading noise attenuation.
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to complement their seismic data and increase the 

percentage of successful wells drilled. Ridyard explains 

that many times, a company will conduct its first CSEM 

survey in an area where they have an existing well in 

addition to a prospective hydrocarbon deposit. In this way, 

they can benchmark the results produced at the existing 

well in order to gauge the e�cacy of the technique. “90 

percent of our customers will do 3D seismic first,” says 

Ridyard. “The idea for many companies is to spend a little 

extra to improve the chances of drilling a successful well. 

However, we are starting to see some customers getting 

creative when they conduct their CSEM surveys. It is still 

a radical concept, but some of our customers are starting 

to experiment with only conducting a dense 2D seismic 

run and a CSEM survey before drilling.”

In its standard form, CSEM is not only rapidly gaining 

customers, but also developing its ability to improve the 

chance of drilling success. “When an E&P company has 

gone through its seismic data on a prospect, the chance 

of drilling success stands at roughly between 25-30%. EM 

data is very good at disproving the existence of wells – our 

success rate in negative EM is 99%,” Ridyard says “When it 

comes to positive EM, it seems that so far our customers 

are seeing between 50% and 70% drilling success once our 

data is laid alongside seismic data.” 

However, the rapid development of CSEM technology 

does not come without a price. “As a result of EMGS’s 

rapid development of this technology, the consulting 

companies and the interpretation software companies 

are a little behind the curve. They have wonderful tools 

for interpreting seismic data, but they don’t have the 

equivalent tools yet for interpreting EM data. It’s therefore 

not as easy for oil companies to consume our data as it 

is for them to consume seismic data. I think the next big 

barrier for EMGS will be to get the customers more ready 

to accept and utilize the CSEM data more e�ectively.”

From as early as the 1930s, data was taken from drilled wells 

using a technique developed by oilfield services company 

Schlumberger Limited known as borehole resistivity 

logging. Whilst this technology developed over time, the 

premise was a simple one: a borehole resistivity log would 

measure the di�erence in resistivity between brine-filled 

sand, which has low electrical resistivity, and oil-filled sand, 

which has much higher electrical resistivity. However, as 

Dave Ridyard, President of EMGS Americas points out, 

“The biggest problem with a borehole resistivity log is that 

in order to obtain the data, you need a borehole. In order 

to obtain that information you have to spend US$100 

million drilling a well. We thought it might be nice to have 

that information before spending that money, rather than 

afterwards. We try to give our clients an idea of what the 

chances of drilling success are from the seabed rather than 

once the well has been drilled.”

Ridyard explains that the inventors of the technology, 

Svein Ellingsrud and Terje Eidesmo, had something 

of a ‘eureka’ moment in the late 1990s whilst working 

for Norway’s national oil company Statoil regarding 

application of electromagnetic (EM) technology to map 

hydrocarbon reserves from the seabed. “After carrying out 

theoretical and modelling tests in test tanks in Norway, 

Ellingsrud and Eidesmo secured a commitment from 

Statoil to further develop their idea through a field trial. 

Borrowing equipment from the University of Southampton 

and Scripps Institution of Oceanography, the team tried a 

proof of concept survey in Angola, which was a success.” 

Rather than internalizing the technology, Statoil decided 

to use the invention as the basis for new company, and 

transferred all the intellectual property and patents  

into EMGS.

In less than a decade, EMGS has developed its controlled 

source electromagnetic (CSEM) technology through 

more than 500 surveys. In 2008, the company acquired 

its first purpose-built vessel. “In comparison to the 

development of seismic technology, EMGS took about 

90 years of development and compressed it into ten 

years,” Ridyard says. “We naturally learned a lot from 

the seismic industry. We already knew, for example, that 

3D was better than 2D, and wide-azimuth 3D was better 

than narrow-azimuth 3D. We had also learnt that if you 

are going to acquire cost-e�ective 3D data, you can’t do 

it from vessels of opportunity; you have to use vessels 

which are designed for that purpose. So we hit fast-

forward and pushed 70 or 80 years of development into 

a ten-year time period.”

Today, many of EMGS’s clients use CSEM technology 

INTRODUCING ELECTROMAGNETIC 
SURVEYING IN MEXICO

CSEM AND MAGNETOTELLURIC SURVEYING
The main limitation of resistivity data is that it cannot 

currently be used as a standalone data set to determine 

where to drill. Both CSEM and MT uncover resistors 

rather than reservoirs, thus it cannot be 100% certain that 

a resistor discovered by the survey is indeed indicative 

of hydrocarbons. Rather, magnetotelluric surveying 

companies prefer to talk about their technology as 

complementary to seismic (please see the article on the 

previous page for more information about how MT and 

CSEM can complement traditional seismic surveys). One 

of the main reasons for this is that MT technology utilizes 

extremely low frequencies, which translates into low-

resolution data. This can be complemented with high-

resolution seismic data, but will never fully replace it. 

In such a long-term industry, the relatively short history 

of this technology means that its full potential of its 

technology cannot yet be viewed in tangible results. 

CSEM and MT survey companies report a drilling success 

rate of between 50-70% when their technology is 

utilized. However, over the last two years many surveys 

have been completed where CSEM and MT technology 

was utilized, and where wells have not yet been drilled. 

This should mean that the drilling success rate improves 

rapidly, as the latest generation of the technology 

should help companies to be more successful in their 

exploration drilling. Indeed, it may soon be the norm for 

companies to complement their seismic surveys with 

magnetotelluric data.

The development of magnetotelluric (MT) surveying 

has moved along at a rapid pace over the last decade, 

overcoming various challenges and demonstrably 

improving the reliability of results. 

Some of the most interesting issues have come in ramping 

up technology to commercial scale. Magnetotelluric 

surveying works on the principle of resistivity, in a 

similar way to controlled source electromagnetic (CSEM) 

surveying. MT data is gathered simultaneously, along 

with CSEM data, when the controlled source is inactive. 

Whilst MT technology does not have the same sensitivity 

to thin horizontal resistors, it can penetrate thicker 

resistive layers than CSEM and seismic, which makes it a 

valuable tool in areas that have salt or basalt layers.

After deploying receivers on the seabed, a transmitter 

is towed close to the seabed in order to measure the 

electric field. The resulting data shows areas of resistivity 

buried in the seabed that a�ect the results compared 

to the reference area (see diagram below). In the early 

stages of magnetotelluric survey, this data would 

simply be handed to the operator. Today, companies 

work to produce a subsurface resistivity models that 

are delivered in 3D, and which can then be interpreted 

alongside seismic data. 

During the field-testing stage, receivers are dropped to 

the seabed using concrete blocks. When the survey is 

completed, an acoustic signal activates an electronic 

release that sends the receivers back to the surface 

and leaves the blocks behind. This might be acceptable 

when only 10 or 20 receivers are dropped, but when a 

full survey complement of 1,000 receivers is considered, 

the environmental impact of leaving so many concrete 

blocks on the seabed becomes a greater issue. In order to 

overcome this, EMGS, a magnetotelluric survey company, 

created and patented a method of compressing sand 

into dense blocks that would drop the receivers to the 

seabed, and biodegrade in six to twelve months after a 

survey is completed. 
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to complement their seismic data and increase the 

percentage of successful wells drilled. Ridyard explains 

that many times, a company will conduct its first CSEM 

survey in an area where they have an existing well in 

addition to a prospective hydrocarbon deposit. In this way, 

they can benchmark the results produced at the existing 

well in order to gauge the e�cacy of the technique. “90 

percent of our customers will do 3D seismic first,” says 

Ridyard. “The idea for many companies is to spend a little 

extra to improve the chances of drilling a successful well. 

However, we are starting to see some customers getting 

creative when they conduct their CSEM surveys. It is still 

a radical concept, but some of our customers are starting 

to experiment with only conducting a dense 2D seismic 

run and a CSEM survey before drilling.”

In its standard form, CSEM is not only rapidly gaining 

customers, but also developing its ability to improve the 

chance of drilling success. “When an E&P company has 

gone through its seismic data on a prospect, the chance 

of drilling success stands at roughly between 25-30%. EM 

data is very good at disproving the existence of wells – our 

success rate in negative EM is 99%,” Ridyard says “When it 

comes to positive EM, it seems that so far our customers 

are seeing between 50% and 70% drilling success once our 

data is laid alongside seismic data.” 

However, the rapid development of CSEM technology 

does not come without a price. “As a result of EMGS’s 

rapid development of this technology, the consulting 

companies and the interpretation software companies 

are a little behind the curve. They have wonderful tools 

for interpreting seismic data, but they don’t have the 

equivalent tools yet for interpreting EM data. It’s therefore 

not as easy for oil companies to consume our data as it 

is for them to consume seismic data. I think the next big 

barrier for EMGS will be to get the customers more ready 

to accept and utilize the CSEM data more e�ectively.”

From as early as the 1930s, data was taken from drilled wells 

using a technique developed by oilfield services company 

Schlumberger Limited known as borehole resistivity 

logging. Whilst this technology developed over time, the 

premise was a simple one: a borehole resistivity log would 

measure the di�erence in resistivity between brine-filled 

sand, which has low electrical resistivity, and oil-filled sand, 

which has much higher electrical resistivity. However, as 

Dave Ridyard, President of EMGS Americas points out, 

“The biggest problem with a borehole resistivity log is that 

in order to obtain the data, you need a borehole. In order 

to obtain that information you have to spend US$100 

million drilling a well. We thought it might be nice to have 

that information before spending that money, rather than 

afterwards. We try to give our clients an idea of what the 

chances of drilling success are from the seabed rather than 

once the well has been drilled.”

Ridyard explains that the inventors of the technology, 

Svein Ellingsrud and Terje Eidesmo, had something 

of a ‘eureka’ moment in the late 1990s whilst working 

for Norway’s national oil company Statoil regarding 

application of electromagnetic (EM) technology to map 

hydrocarbon reserves from the seabed. “After carrying out 

theoretical and modelling tests in test tanks in Norway, 

Ellingsrud and Eidesmo secured a commitment from 

Statoil to further develop their idea through a field trial. 

Borrowing equipment from the University of Southampton 

and Scripps Institution of Oceanography, the team tried a 

proof of concept survey in Angola, which was a success.” 

Rather than internalizing the technology, Statoil decided 

to use the invention as the basis for new company, and 

transferred all the intellectual property and patents  

into EMGS.

In less than a decade, EMGS has developed its controlled 

source electromagnetic (CSEM) technology through 

more than 500 surveys. In 2008, the company acquired 

its first purpose-built vessel. “In comparison to the 

development of seismic technology, EMGS took about 

90 years of development and compressed it into ten 

years,” Ridyard says. “We naturally learned a lot from 

the seismic industry. We already knew, for example, that 

3D was better than 2D, and wide-azimuth 3D was better 

than narrow-azimuth 3D. We had also learnt that if you 

are going to acquire cost-e�ective 3D data, you can’t do 

it from vessels of opportunity; you have to use vessels 

which are designed for that purpose. So we hit fast-

forward and pushed 70 or 80 years of development into 

a ten-year time period.”

Today, many of EMGS’s clients use CSEM technology 

INTRODUCING ELECTROMAGNETIC 
SURVEYING IN MEXICO

CSEM AND MAGNETOTELLURIC SURVEYING
The main limitation of resistivity data is that it cannot 

currently be used as a standalone data set to determine 

where to drill. Both CSEM and MT uncover resistors 

rather than reservoirs, thus it cannot be 100% certain that 

a resistor discovered by the survey is indeed indicative 

of hydrocarbons. Rather, magnetotelluric surveying 

companies prefer to talk about their technology as 

complementary to seismic (please see the article on the 

previous page for more information about how MT and 

CSEM can complement traditional seismic surveys). One 

of the main reasons for this is that MT technology utilizes 

extremely low frequencies, which translates into low-

resolution data. This can be complemented with high-

resolution seismic data, but will never fully replace it. 

In such a long-term industry, the relatively short history 

of this technology means that its full potential of its 

technology cannot yet be viewed in tangible results. 

CSEM and MT survey companies report a drilling success 

rate of between 50-70% when their technology is 

utilized. However, over the last two years many surveys 

have been completed where CSEM and MT technology 

was utilized, and where wells have not yet been drilled. 

This should mean that the drilling success rate improves 

rapidly, as the latest generation of the technology 

should help companies to be more successful in their 

exploration drilling. Indeed, it may soon be the norm for 

companies to complement their seismic surveys with 

magnetotelluric data.

The development of magnetotelluric (MT) surveying 

has moved along at a rapid pace over the last decade, 

overcoming various challenges and demonstrably 

improving the reliability of results. 

Some of the most interesting issues have come in ramping 

up technology to commercial scale. Magnetotelluric 

surveying works on the principle of resistivity, in a 

similar way to controlled source electromagnetic (CSEM) 

surveying. MT data is gathered simultaneously, along 

with CSEM data, when the controlled source is inactive. 

Whilst MT technology does not have the same sensitivity 

to thin horizontal resistors, it can penetrate thicker 

resistive layers than CSEM and seismic, which makes it a 

valuable tool in areas that have salt or basalt layers.

After deploying receivers on the seabed, a transmitter 

is towed close to the seabed in order to measure the 

electric field. The resulting data shows areas of resistivity 

buried in the seabed that a�ect the results compared 

to the reference area (see diagram below). In the early 

stages of magnetotelluric survey, this data would 

simply be handed to the operator. Today, companies 

work to produce a subsurface resistivity models that 

are delivered in 3D, and which can then be interpreted 

alongside seismic data. 

During the field-testing stage, receivers are dropped to 

the seabed using concrete blocks. When the survey is 

completed, an acoustic signal activates an electronic 

release that sends the receivers back to the surface 

and leaves the blocks behind. This might be acceptable 

when only 10 or 20 receivers are dropped, but when a 

full survey complement of 1,000 receivers is considered, 

the environmental impact of leaving so many concrete 

blocks on the seabed becomes a greater issue. In order to 

overcome this, EMGS, a magnetotelluric survey company, 

created and patented a method of compressing sand 

into dense blocks that would drop the receivers to the 

seabed, and biodegrade in six to twelve months after a 

survey is completed. 
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in the reservoirs located in both southern and northern 

deepwater areas of the Gulf of Mexico. We still need to 

drill and then complete the proper studies, and we won’t 

make a big discovery with just one well. However, the 

Caxa-1 well, located in the southern part of the Gulf of 

Mexico, is a deepwater well to be drilled this year where 

we expect to find oil.”

After completing Caxa-1 by July or August of 2012, Pemex 

expects to move to the Trión well in the Perdido folded 

belt, where Pemex also expects to find oil based on 

preliminary exploration results. The NOC will start drilling 

the Supremus-1 well during April 2012, also in the Perdido 

belt, the location where Hernández García says Pemex 

feels it has the greatest chance of striking deepwater oil 

deposits. Supremus-1 should be completed within four 

to five months, according to the NOC’s estimates, which 

means that the company expects to announce a significant 

oil find in deepwater before the end of the year.

Although predicating his comment with the statement 

that it is always important for an operator to discover 

hydrocarbons, whether oil or gas, Gustavo Hernández 

García, Subdirector of Planning and Evaluation at Pemex 

E&P, admits that oil is far more lucrative for Pemex than 

gas. This is especially true in deepwater, where the cost 

of exploration and development is much higher than 

in shallow water or onshore. Whereas a deepwater gas 

discovery can be developed profitably if reserves are large 

and production rates are high enough, it is much more 

profitable to focus resources on oil fields, which o�er a 

much higher margin. 

Pemex is confident that 2012 will yield oil discoveries 

in deepwater, as Hernández García explains: “We have 

made many non-associated gas discoveries in recent 

years, but we are very optimistic about the scheduled 

wells that we have to drill this year, and the possibility 

of producing oil from them. We are expecting to find oil 
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well 138km o� the coast of Veracruz, northwest of 

Coatzacoalcos, with the semi-submersible Centenario 

drilling platform. Reaching a water depth of 1.93km and a 

total drilling depth of 5.43km, this well set Mexican records 

for both water depth and drilling depth. In May 2011, 

preliminary estimates based on initial tests put reserves 

at 400-600 Bcf of gas and condensate. This discovery 

confirmed, according to Pemex, the great potential for 

hydrocarbons in the geological area of the Cordilleras 

Mexicanas in Mexican deepwater territory. 

In January 2012, Pemex announced that it had found proof 

of hydrocarbons o� the coast of Veracruz. The Puskon-1 

exploratory well, drilled to a total depth of 7,632m, in a 

water depth of 647m, turned up wet gas at a depth of 

7,200m in an environment characterized by higher pressure 

and temperatures than expected. Pemex subsequently 

said it was studying the discovery’s structural-stratigraphic 

characteristics to determine its distribution and potential. 

In previous years, the NOC also made major discoveries 

that boosted 3P reserves. The three most important 

discoveries between 2006 and 2011 in terms of 3P reserves 

quantity are the Tsimin field (1.1 billion Boe) and the Xux 

field (836 million Boe), both of which contain light crude, 

as well as the Ayatsil field, with 596.1 million Boe of heavy 

crude. Based on Pemex’s 3P reserves and production 

rates at the end of 2011, the company’s reserves equal 

32.3 years of current production. The combination of new 

discoveries, improvements in development, revisions and 

delineations, and the gradually declining production level 

enabled Pemex to increase both its 1P and 3P reserves 

significantly between 2007 and 2012. The restructuring of 

Pemex E&P, and the creation of a dedicated exploration 

division with a national focus, now has to prove that new 

discoveries and reservoir management can continue to 

deliver reserve replacement targets while production 

returns to an upward trend.

Pemex has increased exploration investment substantially, 

to about US$2.47 billion (MX$31.1 billion) in 2011 from only 

US$74 million (MX$2 billion) in 2000, according to Carlos 

Morales Gil, Director General of PEP. In 2011, discoveries 

added 153 million Boe to Pemex’s proven reserves, 399 

million Boe to probable reserves, and 1,461 million Boe to 

the company’s possible reserves. 

The Kinbe-1 exploratory well helped Pemex discover a new 

oil field of light crude (37° API) located 87km of Ciudad 

del Carmen at a water depth of 22m. Drilling started in 

May 2010, and concluded in August 2011. According to 

Pemex figures from February 2012, Kinbe-1 provided initial 

production of 5,679 bbl/day.

The second and fourth largest discoveries of 2011 were 

respectively made at the Xanab-101 well with an initial 

light crude production of 3,786 bbl/day and at the  

Hokchi -101 well that had an initial heavy crude production of  

2,453 bbl/day. Both are located in Integral Asset Litoral de 

Tabasco and together with the Kinbe-1 discovery in the same 

region, they demonstrate that Litoral de Tabasco, which 

already represents 10.8% of the overall crude production in 

Mexico as of January 1st 2012, is becoming an increasingly 

important asset for Pemex. In the southern region, Pemex 

discovered the onshore Pareto field, which had an initial 

production of about 4,000 bbl/day light crude (43° API). 

This onshore field is located in the Bellota-Jujo area, in the 

state of Tabasco, around 10km from Comalcalco.

A shale gas field was discovered through the onshore 

Emergente-1 well at the Integral Asset Burgos. According 

to Pemex, this was the first commercial discovery of shale 

gas, and added 112 Bcf of natural gas to the NOC’s 3P 

reserves. Exploration continues at the site with the drilling 

of three more wells: Montañes-1, Nómada-1 and Percutor-1.

In May 2011, Pemex announced the Piklis discovery in 

the deepwater Gulf of Mexico. Pemex drilled the Piklis-1 

Source: Pemex
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in the reservoirs located in both southern and northern 

deepwater areas of the Gulf of Mexico. We still need to 

drill and then complete the proper studies, and we won’t 

make a big discovery with just one well. However, the 

Caxa-1 well, located in the southern part of the Gulf of 

Mexico, is a deepwater well to be drilled this year where 

we expect to find oil.”

After completing Caxa-1 by July or August of 2012, Pemex 

expects to move to the Trión well in the Perdido folded 

belt, where Pemex also expects to find oil based on 

preliminary exploration results. The NOC will start drilling 

the Supremus-1 well during April 2012, also in the Perdido 

belt, the location where Hernández García says Pemex 

feels it has the greatest chance of striking deepwater oil 

deposits. Supremus-1 should be completed within four 

to five months, according to the NOC’s estimates, which 

means that the company expects to announce a significant 

oil find in deepwater before the end of the year.

Although predicating his comment with the statement 

that it is always important for an operator to discover 

hydrocarbons, whether oil or gas, Gustavo Hernández 

García, Subdirector of Planning and Evaluation at Pemex 

E&P, admits that oil is far more lucrative for Pemex than 

gas. This is especially true in deepwater, where the cost 

of exploration and development is much higher than 

in shallow water or onshore. Whereas a deepwater gas 

discovery can be developed profitably if reserves are large 

and production rates are high enough, it is much more 

profitable to focus resources on oil fields, which o�er a 

much higher margin. 

Pemex is confident that 2012 will yield oil discoveries 

in deepwater, as Hernández García explains: “We have 

made many non-associated gas discoveries in recent 

years, but we are very optimistic about the scheduled 

wells that we have to drill this year, and the possibility 

of producing oil from them. We are expecting to find oil 
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well 138km o� the coast of Veracruz, northwest of 

Coatzacoalcos, with the semi-submersible Centenario 

drilling platform. Reaching a water depth of 1.93km and a 

total drilling depth of 5.43km, this well set Mexican records 

for both water depth and drilling depth. In May 2011, 

preliminary estimates based on initial tests put reserves 

at 400-600 Bcf of gas and condensate. This discovery 

confirmed, according to Pemex, the great potential for 

hydrocarbons in the geological area of the Cordilleras 

Mexicanas in Mexican deepwater territory. 

In January 2012, Pemex announced that it had found proof 

of hydrocarbons o� the coast of Veracruz. The Puskon-1 

exploratory well, drilled to a total depth of 7,632m, in a 

water depth of 647m, turned up wet gas at a depth of 

7,200m in an environment characterized by higher pressure 

and temperatures than expected. Pemex subsequently 

said it was studying the discovery’s structural-stratigraphic 

characteristics to determine its distribution and potential. 

In previous years, the NOC also made major discoveries 

that boosted 3P reserves. The three most important 

discoveries between 2006 and 2011 in terms of 3P reserves 

quantity are the Tsimin field (1.1 billion Boe) and the Xux 

field (836 million Boe), both of which contain light crude, 

as well as the Ayatsil field, with 596.1 million Boe of heavy 

crude. Based on Pemex’s 3P reserves and production 

rates at the end of 2011, the company’s reserves equal 

32.3 years of current production. The combination of new 

discoveries, improvements in development, revisions and 

delineations, and the gradually declining production level 

enabled Pemex to increase both its 1P and 3P reserves 

significantly between 2007 and 2012. The restructuring of 

Pemex E&P, and the creation of a dedicated exploration 

division with a national focus, now has to prove that new 

discoveries and reservoir management can continue to 

deliver reserve replacement targets while production 

returns to an upward trend.

Pemex has increased exploration investment substantially, 

to about US$2.47 billion (MX$31.1 billion) in 2011 from only 

US$74 million (MX$2 billion) in 2000, according to Carlos 

Morales Gil, Director General of PEP. In 2011, discoveries 

added 153 million Boe to Pemex’s proven reserves, 399 

million Boe to probable reserves, and 1,461 million Boe to 

the company’s possible reserves. 

The Kinbe-1 exploratory well helped Pemex discover a new 

oil field of light crude (37° API) located 87km of Ciudad 

del Carmen at a water depth of 22m. Drilling started in 

May 2010, and concluded in August 2011. According to 

Pemex figures from February 2012, Kinbe-1 provided initial 

production of 5,679 bbl/day.

The second and fourth largest discoveries of 2011 were 

respectively made at the Xanab-101 well with an initial 

light crude production of 3,786 bbl/day and at the  

Hokchi -101 well that had an initial heavy crude production of  

2,453 bbl/day. Both are located in Integral Asset Litoral de 

Tabasco and together with the Kinbe-1 discovery in the same 

region, they demonstrate that Litoral de Tabasco, which 

already represents 10.8% of the overall crude production in 

Mexico as of January 1st 2012, is becoming an increasingly 

important asset for Pemex. In the southern region, Pemex 

discovered the onshore Pareto field, which had an initial 

production of about 4,000 bbl/day light crude (43° API). 

This onshore field is located in the Bellota-Jujo area, in the 

state of Tabasco, around 10km from Comalcalco.

A shale gas field was discovered through the onshore 

Emergente-1 well at the Integral Asset Burgos. According 

to Pemex, this was the first commercial discovery of shale 

gas, and added 112 Bcf of natural gas to the NOC’s 3P 

reserves. Exploration continues at the site with the drilling 

of three more wells: Montañes-1, Nómada-1 and Percutor-1.

In May 2011, Pemex announced the Piklis discovery in 

the deepwater Gulf of Mexico. Pemex drilled the Piklis-1 

Source: Pemex
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Creamos un nuevo buque para satisfacer las más grandes necesidades en exploración y producción, desde las aguas más profundas hasta las áreas más remotas.

Source: Pemex

Pemex production continued to decline in 2011, although at 

a slower pace than in previous years. Production went from 

2.58 million bbl/day in 2010 to 2.55 million bbl/day in 2011: a 

slight decrease compared to the steady drop in production 

levels since 2004, when production peaked at 3.38 million 

bbl/day. Between 2007 and 2009, production declined by 

474,200 bbl/day. This drop was largely due to Cantarell, the 

once lucrative oil field in the Gulf of Mexico. In order to reverse 

the dwindling production trend, driven by Cantarell’s decline, 

Pemex turned to new projects and increased production 

levels in fields like Ku-Maloob-Zaap, Ixtal-Manik, Crudo Ligero 

Marino, Delta del Grijalva and Ogarrio-Magallanes.

Until now, production from other fields has not been able 

to increase Pemex’s total production, but has helped to 

stabilize the declining trend. In 2011, six of the new projects 

(including Chicontepec) reached a combined average of 

1.41 million bbl/day production. According to a March 

2011 Pemex presentation, Mexico’s oil production growth 

without Cantarell “tops any other crude oil producer in 

the world” and is higher than in countries such as Angola, 

Brazil or Canada. The most productive of these projects is 

by far the o�shore Ku-Maloob-Zaap area o� the coast of 

Tabasco and Campeche; in fact, it became Pemex’s primary 

source of production in 2009 when it surpassed Cantarell. 

Average Ku-Maloob-Zaap production was 842,519 bbl/day 

in December 2011, accounting for around 30% of the NOC’s 

total production. 

Production is also rising at other projects. The Delta del 

Grijalva project, for example, produced 155,000 bbl/day 

in 2011, up from 59,000 bbl/day in 2003:  an increase of 

164% in eight years. The Ixtal-Manik field augmented its 

production level from 9,000 bbl/day in 2005 to 125,000 

bbl/day in 2010. Furthermore, the Ogarrio-Magallanes field 

increased production by 118% from 2006 to January 2012, 

and Chicontepec managed to reach 65,000 bbl/day in 

2011. Pemex plans for Chicontepec to reach a production 

level of 550,000-600,000 bbl/day by 2021; the field’s 

complicated geological formation means Pemex will need 

special technology to reach that goal. 

Pemex’s goal is to continue increasing production from 

most of these fields. For Ku-Maloob-Zaap, however, the 

company announced in January 2011 that the challenge was 

to maintain a production peak of about 850,000 bbl/day 

for six years. Overall, Pemex aims for a crude production 

of 2.6 million bbl/day in 2012, reaching 2.8 million bbl/day 

in 2016, according to its 2012-2016 business plan.  Looking 

forward, the Crudo Ligero Marino project includes fields 

like Tsimin or Xux, light crude oil discoveries with promising 

3P reserves that are expected to boost production.

KEY PROJECTS DRIVING 
ADDITIONAL OIL PRODUCTION

C-0018, Mexico Oil & Gas Review (2012)
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 La más alta tecnología en embarcaciones para el transporte e instalacíon de  
plataformas petroleras.
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 Transporte integrado para quienes buscan soluciones innovadoras en seguridad,  

�exibilidad y e�ciencia en costos.
 Cubierta de 275 x 70 metros y capacidad para soportar hasta 110,000 toneladas métricas.
 Diseño exclusivo sin proa, permitiendo un total aprovechamiento de su longitud.
 Soporta plataformas de producción ultrapesadas para su transportacióne e instalación.

“ Cubierta de 275 x 70 metros y capacidad para
 soportar hasta 110,000 toneladas métricas”.

DOCKWISE USA LLC
16340 Park Ten Place, Suite 200

Houston, TX 77084
United States

+ 1-713-934-7300
dockwise.usa@dockwise.com

Creamos un nuevo buque para satisfacer las más grandes necesidades en exploración y producción, desde las aguas más profundas hasta las áreas más remotas.

Source: Pemex

Pemex production continued to decline in 2011, although at 

a slower pace than in previous years. Production went from 

2.58 million bbl/day in 2010 to 2.55 million bbl/day in 2011: a 

slight decrease compared to the steady drop in production 

levels since 2004, when production peaked at 3.38 million 

bbl/day. Between 2007 and 2009, production declined by 

474,200 bbl/day. This drop was largely due to Cantarell, the 

once lucrative oil field in the Gulf of Mexico. In order to reverse 

the dwindling production trend, driven by Cantarell’s decline, 

Pemex turned to new projects and increased production 

levels in fields like Ku-Maloob-Zaap, Ixtal-Manik, Crudo Ligero 

Marino, Delta del Grijalva and Ogarrio-Magallanes.

Until now, production from other fields has not been able 

to increase Pemex’s total production, but has helped to 

stabilize the declining trend. In 2011, six of the new projects 

(including Chicontepec) reached a combined average of 

1.41 million bbl/day production. According to a March 

2011 Pemex presentation, Mexico’s oil production growth 

without Cantarell “tops any other crude oil producer in 

the world” and is higher than in countries such as Angola, 

Brazil or Canada. The most productive of these projects is 

by far the o�shore Ku-Maloob-Zaap area o� the coast of 

Tabasco and Campeche; in fact, it became Pemex’s primary 

source of production in 2009 when it surpassed Cantarell. 

Average Ku-Maloob-Zaap production was 842,519 bbl/day 

in December 2011, accounting for around 30% of the NOC’s 

total production. 

Production is also rising at other projects. The Delta del 

Grijalva project, for example, produced 155,000 bbl/day 

in 2011, up from 59,000 bbl/day in 2003:  an increase of 

164% in eight years. The Ixtal-Manik field augmented its 

production level from 9,000 bbl/day in 2005 to 125,000 

bbl/day in 2010. Furthermore, the Ogarrio-Magallanes field 

increased production by 118% from 2006 to January 2012, 

and Chicontepec managed to reach 65,000 bbl/day in 

2011. Pemex plans for Chicontepec to reach a production 

level of 550,000-600,000 bbl/day by 2021; the field’s 

complicated geological formation means Pemex will need 

special technology to reach that goal. 

Pemex’s goal is to continue increasing production from 

most of these fields. For Ku-Maloob-Zaap, however, the 

company announced in January 2011 that the challenge was 

to maintain a production peak of about 850,000 bbl/day 

for six years. Overall, Pemex aims for a crude production 

of 2.6 million bbl/day in 2012, reaching 2.8 million bbl/day 

in 2016, according to its 2012-2016 business plan.  Looking 

forward, the Crudo Ligero Marino project includes fields 

like Tsimin or Xux, light crude oil discoveries with promising 

3P reserves that are expected to boost production.

KEY PROJECTS DRIVING 
ADDITIONAL OIL PRODUCTION

C-0018, Mexico Oil & Gas Review (2012)
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PRODUCTION DIVERSIFICATION 2004-2011

LARGE SCALE DIVERSIFICATION 
OF CRUDE OIL PRODUCTION
“TAKING CANTARELL ASIDE, WE HAVE THE HIGHEST PRODUCTION GROWTH 

RATE OF ANY OPERATOR IN THE WORLD”         - Carlos Morales Gil, Director of Pemex E&P

you have to substitute it with another supergiant, a few 

giants or many smaller fields.” At this moment, the country 

is lacking a supergiant that could replace Cantarell but 

Pemex is witnessing a steady production growth thanks to 

Ku-Maloob-Zaap and several other smaller fields.  

Although a victorious sentiment surrounds the NOC’s 

current figures and achievements regarding a boost 

in production at other fields, the country’s overall oil 

production is still down nearly 800,000 bbl/day from 

where it stood before the decline of 2004.

For coming years, Pemex plans to expand its diversification 

of oil production on a larger scale and stabilize the country’s 

overall production numbers by creating a platform where 

various fields are exploited, if not equally, then similarly. 

A production platform where the NOC incorporates 

lessons learned from past experience and to avoid heavy 

dependence on specific fields like Cantarell and KMZ. 

With the decline of Cantarell, Pemex was forced to 

decrease its dependence on the field and set out in search 

of a strategy that could stabilize the country’s production 

levels. Part of this strategy is the diversification of Mexico’s 

crude oil production, which involves Pemex placing more 

focus on smaller oil fields in an attempt to boost their 

production levels, and a little less focus on Cantarell. 

Pemex’s e�orts have not been in vain as Mexico’s 

dependence on Cantarell has significantly decreased. In 

2004, Cantarell was responsible for more than 63% of the 

country’s total production, a figure that today stands at 

only 19.6%.

“That is a big achievement for us. If I would have to describe 

our strategy in one word, it would be ‘diversification’,” says 

Carlos Morales Gil, Director of Pemex Exploration and 

Production. He points out that contrary to popular belief, 

the production decline at Cantarell was expected by the 

NOC. “The good thing now is that we have a diversified 

portfolio,” Morales Gil says. The new fields in development 

saw their production rise, stabilizing the overall production 

level and significantly increasing their importance within 

the total production figures. “Taking Cantarell aside, we 

have the highest production growth rate of any operator in 

the world,” he explains. 

Ku-Maloob-Zaap, for example, is currently Mexico’s largest 

producing field, corresponding to 33% of total production 

in 2011, but represented only 9% of Mexico’s production in 

2004, according to Pemex statistics. Fields qualified in the 

graph as ‘others’ have also augmented their contribution 

to the overall figure. These fields represented 6.7% in 2004, 

but now correspond to 16.6% of 2011 crude production. 

This sector includes the Delta del Grijalva field, whose 

production increased 164% since 2003, reaching 155,000 

bbl/day in 2011, and the Ixtal-Manik field that reached 

125,000 bbl/day in 2010.

Pemex’s attempt over the last two years to boost oil 

production at other fields also resulted in substantial 

production growth. According to company figures, the 

compound annual growth rate for Mexican crude-oil 

production from 2005 to 2010, excluding Cantarell, was 

9.2%, or a total increase in daily production of about 

720,000 barrels.

Edgar Rangel Germán, the Commissioner of the CNH, 

sees the logic behind Pemex’s diversification tactic. In his 

words, “If you have a supergiant that is declining, then 
Source: Pemex

Pemex’s 2012-2016 exploration strategy aims to add 

1.56 billion Boe to the NOC’s 3P reserves in 2012, and 

subsequently increasing the amount incorporated annually. 

Also, Pemex wants to achieve 100% 1P reserve replacement 

once again after it reached this 2012 objective already one 

year in advance.

Pemex estimates that Mexico holds about 50.5 billion Boe 

in prospective resources, of which 58% are in deepwater. 

Knowledge of deepwater geology remains scant. In order 

to change that, Pemex plans on improving seismic studies 

in the area, acquiring data for 112,549km2 in the Gulf of 

Mexico through 3D seismic technology and continuing 

with geological-geochemical modeling of the complex. Its 

2012 budget for deepwater exploration, including wells, 

seismic studies and research, is US$1.06 billion. In total, 30 

exploratory wells are planned to be drilled through 2015, 

according to Pemex’s 2012-2016 business plan, starting 

with three wells in the Cinturón Plegado de Perdido 

area in 2012. Pemex plans a total six deepwater wells for 

2012 in water depths that range from 1,800m to 2,933m, 

according to a company presentation in January 2012. 

By comparison, the deepest well drilled last year was in 

1,945m of water. In 2011, the company drilled five wells in 

water depths that ranged from 600m to 1,945m, with the 

Piklis-1 well successful in finding a gas field. Pemex was still 

drilling four other wells at the end of 2011. On January 24th 

2012, Pemex announced that it had made a discovery of oil 

and wet gas at its Puskon-1 exploration well 61km o� the 

coast of Tuxpan, Veracruz.

PEMEX’S 2012 EXPLORATION 
CAMPAIGN

GROWTH IN THE JACK-UP RIG MARKET
In recent times, Pemex’s o�shore drilling operations have been impacted by two factors, according to Gustavo Hernández 

García, Subdirector of Planning and Evaluation at Pemex Exploration and Production. The first is the Pemex Law, introduced 

in 2009, which brought a new level of authorizations to the process of hiring jack-up rigs. The second factor has been the 

lack of jack-ups available for hire in recent months. Hernández García explains that going into 2012, Pemex has only been 

able to hire eight new jack-ups for its fleet, after looking around the world for available rigs. They are also sending letters of 

intention to drilling rig operators in order to contract their jack-ups once they have finished their current projects elsewhere, 

according to Hernández García. As in 2011, the lack of availability may impact the NOC’s 2012 drilling plans. 

Joe Jenkins, General Manager of Blake Platform Rigs in Mexico, explains that platform rigs provide an interesting alternative 

for operators in such a situation. “Jack-up rigs require a lot of work that is simply not required for a platform rig, and require 

companies to halt production while they are connected to the pipeline network. Platform rigs can be brought in without 

having to lose a lot of production, while the same work is done as with a jack-up at a lower day rate. As a result, platform rigs 

are becoming more and more common in Mexico. Everyone with a platform rig available in Mexico is currently engaged in a 

drilling programme. Because of this, I envision a bigger operation in Mexico for Blake than the one we currently have in the 

US.” Jenkins explains that in the US, many of the contracts that Blake is currently carrying out are short-term, either well-to-

well or for two or three wells. By contrast, Pemex is engaging platform rigs for long-term contracts of between 18 months 

and three years. The latest contracts Pemex is signing are for periods of up to five years. Given these long-term contracts and 

their availability, Jenkins believes that Mexico will become an increasing priority for Blake. For 2011, Jenkins hoped to bring in 

between four to six platform rigs, with an aim of introducing 10 platforms to the Mexican market in 2012.

Shale gas could become an important aspect of Pemex’s 

exploration strategy, considering that at least five geological 

provinces are thought of as being potentially productive 

in shale gas: Chihuahua, Sabinas-Burro-Picachos, Burgos, 

Tampico-Misantla and Veracruz. To evaluate Mexico’s shale 

gas potential, Pemex has programmed di�erent field studies 

in the coming years, as well as the drilling of 20 exploratory 

wells to be completed through 2014. In its business plan 

2012-2016, Pemex further explains that these fields require 

geoscience technology, horizontal drilling, as well as massive 

hydraulic fracturing so as to have commercial success. At this 

stage, preliminary estimates put the potential at between 

150-459 Tcf. Supposing that shale development is intense, 

a Pemex document outlines a scenario of tripling current 

national gas production to 20 Bcf/day.  The first phase would 

be to evaluate shale potential, followed by conceptual tests, 

which would lead to delineation processes starting around 

2013-2014, and actual development around 2016, according 

to a Pemex presentation.

Pemex is also planning about 133 exploratory wells through 

2015 in order to find non-associated gas fields, and 

estimates that gas fields to be discovered in the Burgos, 

Sabinas and Veracruz regions could range from 4-16 

million Boe. In onshore or shallow water fields, Pemex is 

looking to drill 140 exploratory wells through 2015. Added 

to that, Pemex plans to acquire 17,757km2 3D seismic 

data in these fields by 2015. Furthermore, Pemex has to 

delineate existing fields, especially in the southeast region, 

in order to boost its 1P reserves through reclassification. 

C-0018, Mexico Oil & Gas Review (2012)
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“TAKING CANTARELL ASIDE, WE HAVE THE HIGHEST PRODUCTION GROWTH 

RATE OF ANY OPERATOR IN THE WORLD”         - Carlos Morales Gil, Director of Pemex E&P

you have to substitute it with another supergiant, a few 

giants or many smaller fields.” At this moment, the country 

is lacking a supergiant that could replace Cantarell but 

Pemex is witnessing a steady production growth thanks to 

Ku-Maloob-Zaap and several other smaller fields.  

Although a victorious sentiment surrounds the NOC’s 

current figures and achievements regarding a boost 

in production at other fields, the country’s overall oil 

production is still down nearly 800,000 bbl/day from 

where it stood before the decline of 2004.

For coming years, Pemex plans to expand its diversification 

of oil production on a larger scale and stabilize the country’s 

overall production numbers by creating a platform where 

various fields are exploited, if not equally, then similarly. 

A production platform where the NOC incorporates 

lessons learned from past experience and to avoid heavy 

dependence on specific fields like Cantarell and KMZ. 

With the decline of Cantarell, Pemex was forced to 

decrease its dependence on the field and set out in search 

of a strategy that could stabilize the country’s production 

levels. Part of this strategy is the diversification of Mexico’s 

crude oil production, which involves Pemex placing more 

focus on smaller oil fields in an attempt to boost their 

production levels, and a little less focus on Cantarell. 

Pemex’s e�orts have not been in vain as Mexico’s 

dependence on Cantarell has significantly decreased. In 

2004, Cantarell was responsible for more than 63% of the 

country’s total production, a figure that today stands at 

only 19.6%.

“That is a big achievement for us. If I would have to describe 

our strategy in one word, it would be ‘diversification’,” says 

Carlos Morales Gil, Director of Pemex Exploration and 

Production. He points out that contrary to popular belief, 

the production decline at Cantarell was expected by the 

NOC. “The good thing now is that we have a diversified 

portfolio,” Morales Gil says. The new fields in development 

saw their production rise, stabilizing the overall production 

level and significantly increasing their importance within 

the total production figures. “Taking Cantarell aside, we 

have the highest production growth rate of any operator in 

the world,” he explains. 

Ku-Maloob-Zaap, for example, is currently Mexico’s largest 

producing field, corresponding to 33% of total production 

in 2011, but represented only 9% of Mexico’s production in 

2004, according to Pemex statistics. Fields qualified in the 

graph as ‘others’ have also augmented their contribution 

to the overall figure. These fields represented 6.7% in 2004, 

but now correspond to 16.6% of 2011 crude production. 

This sector includes the Delta del Grijalva field, whose 

production increased 164% since 2003, reaching 155,000 

bbl/day in 2011, and the Ixtal-Manik field that reached 

125,000 bbl/day in 2010.

Pemex’s attempt over the last two years to boost oil 

production at other fields also resulted in substantial 

production growth. According to company figures, the 

compound annual growth rate for Mexican crude-oil 

production from 2005 to 2010, excluding Cantarell, was 

9.2%, or a total increase in daily production of about 

720,000 barrels.

Edgar Rangel Germán, the Commissioner of the CNH, 

sees the logic behind Pemex’s diversification tactic. In his 

words, “If you have a supergiant that is declining, then 
Source: Pemex

Pemex’s 2012-2016 exploration strategy aims to add 

1.56 billion Boe to the NOC’s 3P reserves in 2012, and 

subsequently increasing the amount incorporated annually. 

Also, Pemex wants to achieve 100% 1P reserve replacement 

once again after it reached this 2012 objective already one 

year in advance.

Pemex estimates that Mexico holds about 50.5 billion Boe 

in prospective resources, of which 58% are in deepwater. 

Knowledge of deepwater geology remains scant. In order 

to change that, Pemex plans on improving seismic studies 

in the area, acquiring data for 112,549km2 in the Gulf of 

Mexico through 3D seismic technology and continuing 

with geological-geochemical modeling of the complex. Its 

2012 budget for deepwater exploration, including wells, 

seismic studies and research, is US$1.06 billion. In total, 30 

exploratory wells are planned to be drilled through 2015, 

according to Pemex’s 2012-2016 business plan, starting 

with three wells in the Cinturón Plegado de Perdido 

area in 2012. Pemex plans a total six deepwater wells for 

2012 in water depths that range from 1,800m to 2,933m, 

according to a company presentation in January 2012. 

By comparison, the deepest well drilled last year was in 

1,945m of water. In 2011, the company drilled five wells in 

water depths that ranged from 600m to 1,945m, with the 

Piklis-1 well successful in finding a gas field. Pemex was still 

drilling four other wells at the end of 2011. On January 24th 

2012, Pemex announced that it had made a discovery of oil 

and wet gas at its Puskon-1 exploration well 61km o� the 

coast of Tuxpan, Veracruz.

PEMEX’S 2012 EXPLORATION 
CAMPAIGN

GROWTH IN THE JACK-UP RIG MARKET
In recent times, Pemex’s o�shore drilling operations have been impacted by two factors, according to Gustavo Hernández 

García, Subdirector of Planning and Evaluation at Pemex Exploration and Production. The first is the Pemex Law, introduced 

in 2009, which brought a new level of authorizations to the process of hiring jack-up rigs. The second factor has been the 

lack of jack-ups available for hire in recent months. Hernández García explains that going into 2012, Pemex has only been 

able to hire eight new jack-ups for its fleet, after looking around the world for available rigs. They are also sending letters of 

intention to drilling rig operators in order to contract their jack-ups once they have finished their current projects elsewhere, 

according to Hernández García. As in 2011, the lack of availability may impact the NOC’s 2012 drilling plans. 

Joe Jenkins, General Manager of Blake Platform Rigs in Mexico, explains that platform rigs provide an interesting alternative 

for operators in such a situation. “Jack-up rigs require a lot of work that is simply not required for a platform rig, and require 

companies to halt production while they are connected to the pipeline network. Platform rigs can be brought in without 

having to lose a lot of production, while the same work is done as with a jack-up at a lower day rate. As a result, platform rigs 

are becoming more and more common in Mexico. Everyone with a platform rig available in Mexico is currently engaged in a 

drilling programme. Because of this, I envision a bigger operation in Mexico for Blake than the one we currently have in the 

US.” Jenkins explains that in the US, many of the contracts that Blake is currently carrying out are short-term, either well-to-

well or for two or three wells. By contrast, Pemex is engaging platform rigs for long-term contracts of between 18 months 

and three years. The latest contracts Pemex is signing are for periods of up to five years. Given these long-term contracts and 

their availability, Jenkins believes that Mexico will become an increasing priority for Blake. For 2011, Jenkins hoped to bring in 

between four to six platform rigs, with an aim of introducing 10 platforms to the Mexican market in 2012.

Shale gas could become an important aspect of Pemex’s 

exploration strategy, considering that at least five geological 

provinces are thought of as being potentially productive 

in shale gas: Chihuahua, Sabinas-Burro-Picachos, Burgos, 

Tampico-Misantla and Veracruz. To evaluate Mexico’s shale 

gas potential, Pemex has programmed di�erent field studies 

in the coming years, as well as the drilling of 20 exploratory 

wells to be completed through 2014. In its business plan 

2012-2016, Pemex further explains that these fields require 

geoscience technology, horizontal drilling, as well as massive 

hydraulic fracturing so as to have commercial success. At this 

stage, preliminary estimates put the potential at between 

150-459 Tcf. Supposing that shale development is intense, 

a Pemex document outlines a scenario of tripling current 

national gas production to 20 Bcf/day.  The first phase would 

be to evaluate shale potential, followed by conceptual tests, 

which would lead to delineation processes starting around 

2013-2014, and actual development around 2016, according 

to a Pemex presentation.

Pemex is also planning about 133 exploratory wells through 

2015 in order to find non-associated gas fields, and 

estimates that gas fields to be discovered in the Burgos, 

Sabinas and Veracruz regions could range from 4-16 

million Boe. In onshore or shallow water fields, Pemex is 

looking to drill 140 exploratory wells through 2015. Added 

to that, Pemex plans to acquire 17,757km2 3D seismic 

data in these fields by 2015. Furthermore, Pemex has to 

delineate existing fields, especially in the southeast region, 

in order to boost its 1P reserves through reclassification. 
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technology for its deepwater exploration activities, and 

introduced the first AUV exploration project in 2001. 

BP believed that AUVs would be suitable replacements 

for conventional ship-borne hydrographic surveys, and 

also as a replacement for tethered Remotely Operated 

Vehicles (ROVs). However, in 2001, there were issues 

surrounding immediate replacement. Firstly, battery life 

restricted either the endurance or the amount of sensors 

an AUV could carry. Secondly, at that point navigation 

and control systems su�cient to conduct geological 

surveys of the complexity required by the company had 

not been placed on an AUV. 

After releasing a tender to the AUV construction 

community, two ‘survey-class’ vehicles were built. One 

of these was constructed by Kongsberg, and owned 

and operated by Louisiana-based survey company C&C 

Technologies. BP used his vessel, the Hugin 3000, in US 

Gulf of Mexico water depths of up to 2300m.

Since the Hugin 3000, C&C has worked to develop its 

AUV technology for commercial use. Today, the company 

has a fleet of four AUVs for commercial deepwater use, 

and between them have surveyed more than 200,000km 

worldwide. The company is also investing in R&D 

to bring AUV technology to ever more challenging 

environments. Early in 2011, C&C announced that it was 

collaborating with Shell to develop an ‘ice-class’ AUV 

capable of operating under ice. New areas of research 

include establishing remote stations for AUV navigation 

and communication, AUV recovery by net and ROV,  

upward looking multi-beam sonar and collision  

avoidance technology.

C&C Technologies considers itself a world leader in AUV 

technology, but does not expect that opportunities to 

introduce its technology to Mexico will be forthcoming in 

the next few years. José Aguilar Castro, Director General 

of C&C Technologies México, explains that “We hope that 

over the next few years, Mexico will develop its deepwater 

potential. C&C Technologies excels in deepwater, and it 

would be a privilege to bring our technology to Mexican 

waters. But in order for that to happen, we need to see 

Pemex do more to capitalize on its deepwater potential, 

which will take time. We estimate it will be five years 

before we are ready to introduce C&C’s AUV technology 

to Mexican deepwater projects.” In the meantime, Aguilar 

Castro is finding innovative ways to apply his company’s 

technology in the Mexican marketplace. Although 

the company is predominantly focused on o�shore 

solutions, today 50% of C&C’s business in Mexico comes 

from working onshore. By applying C&C’s cutting edge 

o�shore technology to onshore problems, we can 

bring solutions that no one has considered before. The 

opportunity to continue doing this is huge. I expect that 

until deepwater becomes viable in Mexico, we will be 

kept very busy onshore.”

Traditional methods employed 

by oil and gas companies to 

map the seabed have been 

unable to keep pace with 

companies’ advancement into 

ever-deeper waters. A larger 

water column between the 

seabed and the surface often 

degrades the quality of the 

data collected. One traditional option has been to deploy 

sensors directly to the seabed via a tether, but longer 

tethers often make hydrographic survey ine�cient, and 

as the length of the tether increases, so does the cost. 

Autonomous Underwater Vehicles (AUVs) have been used 

by the military and others conducting oceanographic 

studies for many years, but oil and gas companies have 

only started to adopt the technology over the last decade. 

BP was one of the first companies to consider using AUV 

José Ángel Aguilar Castro, 
Director General of C&C 
Technologies-Geomar Mexico

ADVANCEMENT OF AUV TECHNOLOGY

FEEDING PEMEX 
CRUCIAL 
GEOLOGICAL DATA
LUÍS FERRÁN ARROYO
Director General of The Mudlogging Company Mexico

technologies can be applied to these fields. For the private 

companies that will help Pemex increase production 

through the incentive-based contracts, we will approach 

them and o�er them our services. 

Q: Over time, The Mudlogging Company has extended 

its geographic reach beyond the Burgos basin. What 

were the main challenges of moving from a natural gas 

producing region to geologically diverse oil reservoirs? 

A: Every new area is a challenge. The company as it 

stands today was born in 1998, but we worked through 

another joint venture from around 1985. Our expertise was 

developed in the Burgos basin; we became familiar with 

the reservoirs there, and developed techniques to provide 

solutions there. 

When you move from a dry gas producing area to an 

oil producing area it is a big move, not only because 

of the type of hydrocarbon that is produced, but also 

because of other factors like the depth of the well, and 

the temperature and pressure of the reservoir. So we 

Q: How does the strategy of The Mudlogging Company sit 

alongside Pemex’s key technological challenges? 

A: The strategy of our company is divided. We recognize 

that on the one hand, Pemex will slowly migrate to 

incentivized contracts, but on the other hand, it will remain 

the only operator in the country. Our strategy is to work 

alongside Pemex to meet new technological demands 

in the areas that are aligned with our core competences. 

We have experience working in the Burgos basin, Poza 

Rica, Veracruz and Villahermosa, and so we will focus our 

business here. In these areas, we have an obligation to 

bring in the latest technology either through acquisition or 

by developing it ourselves.

The knowledge I am talking about is the knowledge of the 

reservoir and its geology. For example, we know precisely 

how the Burgos basin environment behaves, and how the 

environment in Villahermosa behaves. Both geologies 

are very di�erent, but because of our experience we 

know what Pemex will require over the next few years at 

these fields, and have the obligation to utilize whatever 

and interpretation type. 

Q: One of the jobs as a mudlogger is to monitor gas levels 

in a well. Which contribution are you making to the safety 

of the drilling process?

A: Mudlogging services in a broad scope are divided into 

two major areas. One of these areas is safety. Part of our 

mandate is to monitor gas levels from the rig. Gas comes 

from up the reservoir, so we detect the level of gas 

from the reservoir to the rig. Not only that, but we also 

detect gases that can be poisonous to personnel, such 

as hydrogen sulphide (H2S), which can escape during 

drilling. The other component of our job is to acquire 

all possible information from the borehole in real-time 

in order to know what is down there in terms of the 

reservoir and contribute to the final interpretation of the 

reservoir. Both of these activities are equally important 

to our partners. 

Q: Many international oilfield service companies operating 

in Mexico are now providing their own mudlogging 

services. What is your strategy to compete?

A:  We recognize that the major oilfield service providers 

have been in the process of integrating more services into 

their portfolios in recent years with the goal of providing 

as complete a service as possible for their clients. As a 

result, we have been talking to several companies, and we 

hope for integration of our service with similar services 

from other companies in the near future. We will soon be 

able to make synergies with companies, which will create 

more value and provide more complete services. 

needed to adapt ourselves in order to utilize the best 

instrumentation, and more importantly to train people 

properly. We have found very talented people in Mexico 

who just need to be provided with enough information in 

order to adapt themselves to new scenarios. Moving from 

one area to another is always a challenge, but facing that 

challenge with good personnel, good instrumentation 

and ongoing training, we hope to provide the service 

that Pemex is expecting.  

Q: How has The Mudlogging Company built on its core 

business in Mexico over the years?

A: The Mudlogging Company has a very established niche, 

but in the oil industry, any niche gives you the opportunity 

to expand to others. For example, we started with basic 

mudlogging services – defined by the geologic sampling 

analysis in real-time at the well – to provide certain 

parameters to the drillers in order to enhance the safety 

of their operations. It also provides the client enough 

geological information during the drilling stage to have 

a good understanding of the reservoir before completing 

the well. 

Defining this as a basic service meant that the next 

step was processing the information gathered and 

providing interpretations based upon it. Then, during 

the last five years, as computers and communication 

became more rapid and more available to the industry, 

we implemented more real-time interpretation, 

real-time transmission, engineering decisions, and 

visualisation services, which are more of the consulting 
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technology for its deepwater exploration activities, and 

introduced the first AUV exploration project in 2001. 

BP believed that AUVs would be suitable replacements 

for conventional ship-borne hydrographic surveys, and 

also as a replacement for tethered Remotely Operated 

Vehicles (ROVs). However, in 2001, there were issues 

surrounding immediate replacement. Firstly, battery life 

restricted either the endurance or the amount of sensors 

an AUV could carry. Secondly, at that point navigation 

and control systems su�cient to conduct geological 

surveys of the complexity required by the company had 

not been placed on an AUV. 

After releasing a tender to the AUV construction 

community, two ‘survey-class’ vehicles were built. One 

of these was constructed by Kongsberg, and owned 

and operated by Louisiana-based survey company C&C 

Technologies. BP used his vessel, the Hugin 3000, in US 

Gulf of Mexico water depths of up to 2300m.

Since the Hugin 3000, C&C has worked to develop its 

AUV technology for commercial use. Today, the company 

has a fleet of four AUVs for commercial deepwater use, 

and between them have surveyed more than 200,000km 

worldwide. The company is also investing in R&D 

to bring AUV technology to ever more challenging 

environments. Early in 2011, C&C announced that it was 

collaborating with Shell to develop an ‘ice-class’ AUV 

capable of operating under ice. New areas of research 

include establishing remote stations for AUV navigation 

and communication, AUV recovery by net and ROV,  

upward looking multi-beam sonar and collision  

avoidance technology.

C&C Technologies considers itself a world leader in AUV 

technology, but does not expect that opportunities to 

introduce its technology to Mexico will be forthcoming in 

the next few years. José Aguilar Castro, Director General 

of C&C Technologies México, explains that “We hope that 

over the next few years, Mexico will develop its deepwater 

potential. C&C Technologies excels in deepwater, and it 

would be a privilege to bring our technology to Mexican 

waters. But in order for that to happen, we need to see 

Pemex do more to capitalize on its deepwater potential, 

which will take time. We estimate it will be five years 

before we are ready to introduce C&C’s AUV technology 

to Mexican deepwater projects.” In the meantime, Aguilar 

Castro is finding innovative ways to apply his company’s 

technology in the Mexican marketplace. Although 

the company is predominantly focused on o�shore 

solutions, today 50% of C&C’s business in Mexico comes 

from working onshore. By applying C&C’s cutting edge 

o�shore technology to onshore problems, we can 

bring solutions that no one has considered before. The 

opportunity to continue doing this is huge. I expect that 

until deepwater becomes viable in Mexico, we will be 

kept very busy onshore.”

Traditional methods employed 

by oil and gas companies to 

map the seabed have been 

unable to keep pace with 

companies’ advancement into 

ever-deeper waters. A larger 

water column between the 

seabed and the surface often 

degrades the quality of the 

data collected. One traditional option has been to deploy 

sensors directly to the seabed via a tether, but longer 

tethers often make hydrographic survey ine�cient, and 

as the length of the tether increases, so does the cost. 

Autonomous Underwater Vehicles (AUVs) have been used 

by the military and others conducting oceanographic 

studies for many years, but oil and gas companies have 

only started to adopt the technology over the last decade. 

BP was one of the first companies to consider using AUV 

José Ángel Aguilar Castro, 
Director General of C&C 
Technologies-Geomar Mexico
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technologies can be applied to these fields. For the private 

companies that will help Pemex increase production 

through the incentive-based contracts, we will approach 

them and o�er them our services. 

Q: Over time, The Mudlogging Company has extended 

its geographic reach beyond the Burgos basin. What 

were the main challenges of moving from a natural gas 

producing region to geologically diverse oil reservoirs? 

A: Every new area is a challenge. The company as it 

stands today was born in 1998, but we worked through 

another joint venture from around 1985. Our expertise was 

developed in the Burgos basin; we became familiar with 

the reservoirs there, and developed techniques to provide 

solutions there. 

When you move from a dry gas producing area to an 

oil producing area it is a big move, not only because 

of the type of hydrocarbon that is produced, but also 

because of other factors like the depth of the well, and 

the temperature and pressure of the reservoir. So we 

Q: How does the strategy of The Mudlogging Company sit 

alongside Pemex’s key technological challenges? 

A: The strategy of our company is divided. We recognize 

that on the one hand, Pemex will slowly migrate to 

incentivized contracts, but on the other hand, it will remain 

the only operator in the country. Our strategy is to work 

alongside Pemex to meet new technological demands 

in the areas that are aligned with our core competences. 

We have experience working in the Burgos basin, Poza 

Rica, Veracruz and Villahermosa, and so we will focus our 

business here. In these areas, we have an obligation to 

bring in the latest technology either through acquisition or 

by developing it ourselves.

The knowledge I am talking about is the knowledge of the 

reservoir and its geology. For example, we know precisely 

how the Burgos basin environment behaves, and how the 

environment in Villahermosa behaves. Both geologies 

are very di�erent, but because of our experience we 

know what Pemex will require over the next few years at 

these fields, and have the obligation to utilize whatever 

and interpretation type. 

Q: One of the jobs as a mudlogger is to monitor gas levels 

in a well. Which contribution are you making to the safety 

of the drilling process?

A: Mudlogging services in a broad scope are divided into 

two major areas. One of these areas is safety. Part of our 

mandate is to monitor gas levels from the rig. Gas comes 

from up the reservoir, so we detect the level of gas 

from the reservoir to the rig. Not only that, but we also 

detect gases that can be poisonous to personnel, such 

as hydrogen sulphide (H2S), which can escape during 

drilling. The other component of our job is to acquire 

all possible information from the borehole in real-time 

in order to know what is down there in terms of the 

reservoir and contribute to the final interpretation of the 

reservoir. Both of these activities are equally important 

to our partners. 

Q: Many international oilfield service companies operating 

in Mexico are now providing their own mudlogging 

services. What is your strategy to compete?

A:  We recognize that the major oilfield service providers 

have been in the process of integrating more services into 

their portfolios in recent years with the goal of providing 

as complete a service as possible for their clients. As a 

result, we have been talking to several companies, and we 

hope for integration of our service with similar services 

from other companies in the near future. We will soon be 

able to make synergies with companies, which will create 

more value and provide more complete services. 

needed to adapt ourselves in order to utilize the best 

instrumentation, and more importantly to train people 

properly. We have found very talented people in Mexico 

who just need to be provided with enough information in 

order to adapt themselves to new scenarios. Moving from 

one area to another is always a challenge, but facing that 

challenge with good personnel, good instrumentation 

and ongoing training, we hope to provide the service 

that Pemex is expecting.  

Q: How has The Mudlogging Company built on its core 

business in Mexico over the years?

A: The Mudlogging Company has a very established niche, 

but in the oil industry, any niche gives you the opportunity 

to expand to others. For example, we started with basic 

mudlogging services – defined by the geologic sampling 

analysis in real-time at the well – to provide certain 

parameters to the drillers in order to enhance the safety 

of their operations. It also provides the client enough 

geological information during the drilling stage to have 

a good understanding of the reservoir before completing 

the well. 

Defining this as a basic service meant that the next 

step was processing the information gathered and 

providing interpretations based upon it. Then, during 

the last five years, as computers and communication 

became more rapid and more available to the industry, 

we implemented more real-time interpretation, 

real-time transmission, engineering decisions, and 

visualisation services, which are more of the consulting 
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TECHNOLOGY SPOTLIGHT 

DRILL CUTTINGS THERMAL DESORPTION
Engineering, requiring an investment of US$8.5 million 

including equipment, installation and start-up costs, this 

prototype is now operational in Comales, Tamaulipas, and has 

the capacity to process 10 tonnes of drill cuttings per hour.

The thermal desorption process starts by mixing the drill 

cuttings with an agglomerant to produce a pre-treatment 

mixture. An agglomerant is a mixture of agglomerating 

agent and a carrier liquid. The agglomerating agent, a 

cluster of two or more particles held together by physical, 

chemical or physicochemical interactions, should be 

stable at temperatures ranging from about 200°C to 

about 400°C. In Qmax’s drill cuttings thermal desorption 

process, the pre-treatment mixture is fed to a pressurized 

desorption chamber where a hot heating gas of 204°C 

to 316°C is pumped into the chamber to heat the drill 

cuttings by convection. Within this temperature range, 

the agglomerating agent should not thermally decompose 

and caking of the drill cuttings is inhibited. A mixture of 

drilling fluid, vapour and heating gas is then discharged 

through an overhead vapour outlet and cleaned cuttings 

are removed through an underflow cuttings outlet.

Compared to conventional processes, the unique features 

of Qmax’s patented thermal desorption process are that 

recovered drill cuttings have a reduced hydrocarbon 

content and can thus be disposed of more safely.  The 

plant leaks zero discharges into the air, water or ground 

and recovers 100% of the hydrocarbons for re-use. The 

reduced particulate content in condensed recovered 

The growing importance given to environmental issues 

in the oil and gas industry has moved waste handling, 

treatment and recycling to high on the priority list of 

drilling companies and their suppliers. When drill cuttings 

come into contact with hydrocarbons during the drilling 

of a well, they absorb these hydrocarbons and retain them 

after being removed from the well. 

Across the global oil and gas industry, increasingly stringent 

environmental regulations require both onshore and 

o�shore drilling operations to clean drill cuttings before 

they are disposed, because of the potentially adverse 

e�ects of discharged drill cuttings on the environment. 

Especially in anaerobic conditions, such as those found 

o�shore and particularly in deepwater, oil-based drilling 

fluids have very poor biodegradability, resulting in a 

drill cuttings build-up on the seafloor. To remove the 

hydrocarbon contaminants from drill cuttings, a technique 

called thermal desorption has been employed for decades. 

This technology is designed to produce hydrocarbon-free 

solids, or solids with ultra-low hydrocarbon content, for 

disposal while the recovered hydrocarbons are re-used 

in drilling fluid. Industry regulation in Europe and South 

America states that thermally processed drill cuttings 

should typically have less than 1% of hydrocarbon content 

before disposal.

Following the registration of a number of patents, Qmax 

constructed its first drill cuttings thermal desorption plant in 

Mexico in 2011. Developed and constructed by GEA Process 

for treatment and disposal, or worse, the drill cuttings 

are simply injected into a disposal well and none of the 

‘reduce, reuse, recycle’ principles are adhered to. 

Following implementation, thanks to the recovery and 

re-use of hydrocarbons and water, these companies are 

transporting lower volumes of drilling fluids and drill 

cuttings to and from their drilling operations, which results 

in a substantial reduction in costs as well as in a decrease 

of the risk of accidental release of drill cuttings into water 

during transportation.

hydrocarbons enhances the recycling process, and the 

required space for thermal desorption equipment is 

reduced both for onshore and o�shore applications. 

The application of a cost-e�ective process is an important 

component in the optimization of the economics of any 

drilling operation, but the impact is significantly greater 

o�shore. O�shore drilling operators stand to gain the 

greatest benefits, as it enables them to overcome the 

current shortcomings of o�shore treatment of drill cuttings 

which results in their collection and transportation to shore 

company matures, its core focus remains on pursuing a win-

win method of engaging with customers to continuously 

optimize its portfolio of services including drilling fluids, 

engineering, solids control and waste management, which 

is now complemented by an ambition to be the “go to” 

company not only for drilling companies and oil companies, 

but also for suppliers, shareholders, and employees. “I want 

to work for Qmax; that is my “go to” company,” says Browne.

Over the years, investing in Mexico’s talent pool, and 

providing them with the training and technological tools to 

excel, has been a strategic priority for Qmax. The company’s 

mud school has trained over 190 Mexican chemical, 

industrial, mechanical, and electrical engineers to become 

mud engineers who serve as Qmax’s field supervisors. “They 

have an inspiring job and a good company to work for,” says 

Browne. “In recent years we have dramatically expanded 

the size of our laboratory system – now consisting of labs 

“Our size is the natural reflection of the capacity required to 

properly and adequately execute the work we have and the 

amount of work we expect to do in the future. At the end 

of the day, all investment decisions for the construction of 

mud plants are taken based on demand. At the moment we 

are building a new plant in Altamira, which will make us the 

only drilling fluids company with a mud plant there. That is 

not to say that our competitors should also build plants in 

Altamira; if they don’t have work in the region they will not 

drop US$1.5 million just to have a plant there.” 

Reduce, reuse, recycle

“The real quality we o�er to Pemex, is a focus on doing 

the right things at the right time, both in terms of capacity 

building and new technology introduction,” Browne says. 

“Our policy is based on the ‘reduce, reuse, recycle’ mind-set 

because we do not accept that a disposal system where the 

material is pushed underground and only out of our minds is a 

better solution than the implementation of an actual process 

to recover and recycle the diesel which is now wasted.”

Since QMax, the Canadian drilling fluids company, entered 

the Mexican market in 2000, it has based its business 

model on a relentless commitment to exceeding customer 

expectations while refusing to oversell. “Keeping in mind 

that the cost of the drilling fluid is typically about 10% of 

the total cost of drilling a well, we always try to deliver the 

best possible mud system for each job, but we do not let 

our clients spend extra money that doesn’t generate extra 

value,” says Garrett Browne, General Director of QMax 

Mexico. “As a result, we are able to obtain repeat business 

from numerous satisfied clients.”

While the backbone of Qmax’s operations in Mexico has not 

really changed over the past decade, the company changed 

its slogan from “exceeding customer expectations” into a 

vision to be the “go to” company.  Although slogans often 

are simply marketing tools, in this case the change reflects 

the evolution of the company’s business philosophy. As the 

in Reynosa, Piedras Negras, Altamira, Poza Rica, Veracruz, 

Ciudad del Carmen and Villahermosa – and upgraded our 

equipment. By investing money back into the country we 

give Mexico the technological capabilities it needs, we allow 

our people to do a better job for Pemex, and we stay on 

top of our game.” Underscoring that Qmax walks the talk, 

the company’s workplace health and safety systems are 

certified by both OHSAS 18001 and the federal government’s 

Autogestion programme. In addition, the company holds 

the ISO 9001:2008 quality management certification, while 

its environmental management performance and systems 

are ISO 14001 certified and have received the federal 

government’s Industria Limpia certification.

Staying on top of your game is easier when you have the 

market share and resulting economies of scale that Qmax 

enjoys, but when Qmax arrived in Mexico over ten years ago, 

all of its competitors were already present in the market. 

“Today, one of our advantages is size, but we didn’t grow 

to be the biggest because that was our goal,” says Browne. 

VALUE-FOCUSED DRILLING FLUIDS
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TECHNOLOGY SPOTLIGHT 

DRILL CUTTINGS THERMAL DESORPTION
Engineering, requiring an investment of US$8.5 million 

including equipment, installation and start-up costs, this 

prototype is now operational in Comales, Tamaulipas, and has 

the capacity to process 10 tonnes of drill cuttings per hour.

The thermal desorption process starts by mixing the drill 

cuttings with an agglomerant to produce a pre-treatment 

mixture. An agglomerant is a mixture of agglomerating 

agent and a carrier liquid. The agglomerating agent, a 

cluster of two or more particles held together by physical, 

chemical or physicochemical interactions, should be 

stable at temperatures ranging from about 200°C to 

about 400°C. In Qmax’s drill cuttings thermal desorption 

process, the pre-treatment mixture is fed to a pressurized 

desorption chamber where a hot heating gas of 204°C 

to 316°C is pumped into the chamber to heat the drill 

cuttings by convection. Within this temperature range, 

the agglomerating agent should not thermally decompose 

and caking of the drill cuttings is inhibited. A mixture of 

drilling fluid, vapour and heating gas is then discharged 

through an overhead vapour outlet and cleaned cuttings 

are removed through an underflow cuttings outlet.

Compared to conventional processes, the unique features 

of Qmax’s patented thermal desorption process are that 

recovered drill cuttings have a reduced hydrocarbon 

content and can thus be disposed of more safely.  The 

plant leaks zero discharges into the air, water or ground 

and recovers 100% of the hydrocarbons for re-use. The 

reduced particulate content in condensed recovered 

The growing importance given to environmental issues 

in the oil and gas industry has moved waste handling, 

treatment and recycling to high on the priority list of 

drilling companies and their suppliers. When drill cuttings 

come into contact with hydrocarbons during the drilling 

of a well, they absorb these hydrocarbons and retain them 

after being removed from the well. 

Across the global oil and gas industry, increasingly stringent 

environmental regulations require both onshore and 

o�shore drilling operations to clean drill cuttings before 

they are disposed, because of the potentially adverse 

e�ects of discharged drill cuttings on the environment. 

Especially in anaerobic conditions, such as those found 

o�shore and particularly in deepwater, oil-based drilling 

fluids have very poor biodegradability, resulting in a 

drill cuttings build-up on the seafloor. To remove the 

hydrocarbon contaminants from drill cuttings, a technique 

called thermal desorption has been employed for decades. 

This technology is designed to produce hydrocarbon-free 

solids, or solids with ultra-low hydrocarbon content, for 

disposal while the recovered hydrocarbons are re-used 

in drilling fluid. Industry regulation in Europe and South 

America states that thermally processed drill cuttings 

should typically have less than 1% of hydrocarbon content 

before disposal.
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providing them with the training and technological tools to 
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because we do not accept that a disposal system where the 
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our clients spend extra money that doesn’t generate extra 
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all of its competitors were already present in the market. 

“Today, one of our advantages is size, but we didn’t grow 

to be the biggest because that was our goal,” says Browne. 

VALUE-FOCUSED DRILLING FLUIDS
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Goimar is a Mexican service provider for the oil and gas industry. In 2006, the Chinese company China Oilfield Services 

Limited (COSL) signed agreements with Goimar for the construction and service provision for four module rigs in the Gulf of 

Mexico. Yann Kirsch talks about the successful elements of this cooperation and presents an outlook on the opportunities he 

sees for his company considering Pemex’s future demand in shallow and in deepwaters.
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DRILLING EQUIPMENT IN MEXICO

A FOOT IN THE DOOR IN 
MEXICO’S DRILLING INDUSTRY
The Mexican rig market has been relatively stable for a 

number of years now; Noble remains the biggest player in 

the Mexican o�shore market and jackups are still the most 

numerous type of drilling rig in operation in the Mexican 

sector of the Gulf of Mexico. Although drilling operators 

in Mexico are mainly international. However, there are 

some domestic Mexican companies, including Perforadora 

Central, Grupo R subsidiary Industria Perforadora de 

Campeche, Perforadora Mexico, GOIMAR and CICSA.

Cantarell and KMZ are the two main regions where Pemex 

is focused on drilling operations. Pemex’s programme 

for the drilling of production wells in both of these 

fields will continue to drive demand for platform rigs 

and jackups in the coming years. Additionally, Pemex is 

carrying out exploratory drilling in new areas, including 

deepwater exploratory drilling with semi-submergibles. 

In order to boost its production levels, more exploration 

will take place in the Gulf of Mexico in the months and 

years to come as the company continues its search for 

oil reserves.

Last year, Pemex faced shortage of jack-up rigs, an issue 

that the NOC plans to address this year, according to 

Carlos Morales Gil, General Director of Pemex Exploration 

and Production (PEP). He says that Pemex had to void 

several tenders due to a lack of proposals and that they are 

still struggling, as of February 2012, to contract additional 

jackup rigs for the NOC’s activities in Cantarell and other 

fields. “We are going to increase significantly the level 

of drilling activity o�shore, and we are in the process of 

contracting all these rigs, so that is a big issue,” he says.

A tender ruling on July 15th 2011, for example, stated that 

three out of the four jackup lease contracts with no purchase 

option that constituted the bid were void. There was no 

proposal submitted at all for one contract and two contracts 

received only one proposal that was ruled technically non-

compliant. The one contract of the group that was awarded 

went to Perforadora Central, the only bidder for the deal.

On a global level, the deepwater rig day rate increased 

significantly at the start of this year, reaching its highest 

point since May 2009 in February 2012, according to the 

IHS Petrodata Day rate index. Worldwide, the average 

jackup day rate at the end of last year was US$106,000. In 

comparison, two contracts awarded to Noble Corporation 

in June and July 2011 were won at dayrates of US$114,150 

and US$104,400 per day.

The average jackup day rates in Latin America declined by 

4.4% between 2010 and 2011, while the day rates in the US 

Gulf of Mexico increased by 7.6% in the same time lapse. 

However, the day rate for jackup rigs as of the end of 2011 is 

still higher in Latin America with an average of US$100,000 

than in the US Gulf of Mexico with US$68,000. 

The graph below illustrates the fact that despite the 

number of drilling teams increasing over the 12 months 

of 2011, the average number of drilling rigs being used 

in Mexico declined from 130 to 128. The decrease came 

from the number of exploration rigs being used by Pemex, 

which went down from 19 to 17. Most of these exploration 

rigs are currently being used onshore, with only a small 

percentage being used for o�shore exploration.

Source: Pemex

PREPARING FOR  
RISING DRILLING 
DEMAND
YANN KIRSCH
Business Development and Planning Director of Goimar

water fleet in the coming years. What opportunities will 

this provide for Goimar, not only in terms of platform 

construction and leasing, but also in terms of supplying 

equipment and services to Pemex’s rapidly developing 

o�shore infrastructure?

A: Pemex is a major driver of the Mexican economy. 

Its main goal is to recover oil production capacity to  

3.0 million bbl/day from the current 2.5 million bbl/day. 

In order to achieve this, Pemex will have to increase its 

demand on 300-foot and 350-foot jackups, as well 

as 3000hp self-erecting high-spec modular rigs. The 

limited worldwide availability of units that meet Pemex 

requirements and specifications has created an investment 

opportunity for Goimar and other companies. Financial 

institutions, international banks and the international press 

have focused their attention on these opportunities to help 

Mexican companies grow by investing in their projects. By 

targeting this high demand from Pemex, the Mexican oil 

and gas industry will develop and mature in ways never 

before seen.

Q: What is the expected impact of the shift to new o�shore 

locations, including deepwater areas, on the infrastructure 

and technology requirements for o�shore service 

providers such as Goimar? What role could companies 

like yours play in Mexico’s deepwater development?

A: Deepwater development has been on Pemex’s list 

of priorities for the past few years in order to increase 

production and make sure it remains one of the most 

important oil companies in the world. In order to do this, 

millions of dollars have been invested in R&D to prepare 

the fields and the companies for the challenge. Recent 

international events have made this objective somewhat 

slower to achieve, and Pemex has adopted di�erent 

strategies to tackle this. Deepwater development requires 

a specialized, more experienced personnel, and Goimar 

has been working very closely with di�erent international 

companies to prepare itself for this new era. 

Q: What was the rationale behind the strategic decision 

to shift from integral solution provider in the oil and gas 

industry to rig owner and operator?

A: Goimar is a well-established, fast-growing Mexican 

company that was founded in 1996. Throughout the years 

and with our qualified and experienced personnel, we 

have become one of the leading service providers for the 

Mexican oil and gas industry. We operate modular platform 

rigs, semi-submersible rigs, jackup rigs, support vessel and 

provide structural and architectural maintenance to o�shore 

drilling rigs. We are committed to servicing our customers’ 

needs, and our vertical integration allows us to do just that.

Some fundamental changes are taking place in the 

Mexican oil and gas industry, across diverse areas including 

technologies, safety standards, training, and Pemex’s 

overall growth vision. By transforming into a significant 

rig owner and operator in the market, Goimar is well 

positioned to provide solutions for those shifts.

Q: What have been the critical success factors in the 

cooperation between Goimar and one of China’s leading 

integrated oilfield services providers COSL?

A: Goimar and COSL together anticipated the growing 

market for drilling rigs and were able to o�er Pemex an 

integrated solution at the right moment. With its unique 

corporate and construction management structure, COSL 

was able to manufacture and deliver the rigs on time.

We both share core values that have distinguished 

our partnership since the beginning: integrity, respect, 

discipline, dedication and a win-win attitude by balancing 

both companies’ interests and establishing adequate 

values to continue our team work. Our cross-cultural 

di�erences have not been an obstacle, but rather a driving 

force to achieve success. We currently have five o�shore 

drilling rigs working with Pemex.

Q: Pemex is looking to significantly increase its shallow 
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Goimar is a Mexican service provider for the oil and gas industry. In 2006, the Chinese company China Oilfield Services 

Limited (COSL) signed agreements with Goimar for the construction and service provision for four module rigs in the Gulf of 

Mexico. Yann Kirsch talks about the successful elements of this cooperation and presents an outlook on the opportunities he 

sees for his company considering Pemex’s future demand in shallow and in deepwaters.
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sector of the Gulf of Mexico. Although drilling operators 

in Mexico are mainly international. However, there are 
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Campeche, Perforadora Mexico, GOIMAR and CICSA.

Cantarell and KMZ are the two main regions where Pemex 

is focused on drilling operations. Pemex’s programme 

for the drilling of production wells in both of these 

fields will continue to drive demand for platform rigs 

and jackups in the coming years. Additionally, Pemex is 

carrying out exploratory drilling in new areas, including 

deepwater exploratory drilling with semi-submergibles. 

In order to boost its production levels, more exploration 

will take place in the Gulf of Mexico in the months and 

years to come as the company continues its search for 

oil reserves.

Last year, Pemex faced shortage of jack-up rigs, an issue 

that the NOC plans to address this year, according to 

Carlos Morales Gil, General Director of Pemex Exploration 

and Production (PEP). He says that Pemex had to void 

several tenders due to a lack of proposals and that they are 

still struggling, as of February 2012, to contract additional 

jackup rigs for the NOC’s activities in Cantarell and other 

fields. “We are going to increase significantly the level 

of drilling activity o�shore, and we are in the process of 

contracting all these rigs, so that is a big issue,” he says.

A tender ruling on July 15th 2011, for example, stated that 

three out of the four jackup lease contracts with no purchase 

option that constituted the bid were void. There was no 

proposal submitted at all for one contract and two contracts 

received only one proposal that was ruled technically non-

compliant. The one contract of the group that was awarded 

went to Perforadora Central, the only bidder for the deal.

On a global level, the deepwater rig day rate increased 

significantly at the start of this year, reaching its highest 

point since May 2009 in February 2012, according to the 

IHS Petrodata Day rate index. Worldwide, the average 

jackup day rate at the end of last year was US$106,000. In 

comparison, two contracts awarded to Noble Corporation 

in June and July 2011 were won at dayrates of US$114,150 

and US$104,400 per day.

The average jackup day rates in Latin America declined by 

4.4% between 2010 and 2011, while the day rates in the US 

Gulf of Mexico increased by 7.6% in the same time lapse. 

However, the day rate for jackup rigs as of the end of 2011 is 

still higher in Latin America with an average of US$100,000 

than in the US Gulf of Mexico with US$68,000. 

The graph below illustrates the fact that despite the 

number of drilling teams increasing over the 12 months 

of 2011, the average number of drilling rigs being used 

in Mexico declined from 130 to 128. The decrease came 

from the number of exploration rigs being used by Pemex, 

which went down from 19 to 17. Most of these exploration 

rigs are currently being used onshore, with only a small 

percentage being used for o�shore exploration.
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water fleet in the coming years. What opportunities will 

this provide for Goimar, not only in terms of platform 

construction and leasing, but also in terms of supplying 

equipment and services to Pemex’s rapidly developing 

o�shore infrastructure?

A: Pemex is a major driver of the Mexican economy. 

Its main goal is to recover oil production capacity to  

3.0 million bbl/day from the current 2.5 million bbl/day. 

In order to achieve this, Pemex will have to increase its 

demand on 300-foot and 350-foot jackups, as well 

as 3000hp self-erecting high-spec modular rigs. The 

limited worldwide availability of units that meet Pemex 
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Mexican companies grow by investing in their projects. By 
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Mexican oil and gas industry, across diverse areas including 

technologies, safety standards, training, and Pemex’s 

overall growth vision. By transforming into a significant 

rig owner and operator in the market, Goimar is well 

positioned to provide solutions for those shifts.

Q: What have been the critical success factors in the 

cooperation between Goimar and one of China’s leading 

integrated oilfield services providers COSL?

A: Goimar and COSL together anticipated the growing 

market for drilling rigs and were able to o�er Pemex an 

integrated solution at the right moment. With its unique 

corporate and construction management structure, COSL 

was able to manufacture and deliver the rigs on time.

We both share core values that have distinguished 

our partnership since the beginning: integrity, respect, 

discipline, dedication and a win-win attitude by balancing 

both companies’ interests and establishing adequate 

values to continue our team work. Our cross-cultural 

di�erences have not been an obstacle, but rather a driving 

force to achieve success. We currently have five o�shore 

drilling rigs working with Pemex.
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| VIEW FROM THE TOP TECHNOLOGY SPOTLIGHT 

CRITICAL ADVANTAGES OF CASING DRILLING

“Tesco Casing Drilling is a globally proven 

technology with over 3.5 million feet 

drilled.  It delivers all the functionality of 

conventional drillpipe drilling with greater 

e�ciencies and improved safety. As the 

industry leader in casing while drilling, 

Tesco continues to set world drilling 

records.  Whether o�shore or onshore, 

drilling vertical, directional, or horizontal 

wells, Tesco’s proprietary technology 

drills and cases the wellbore in a single 

trip, eliminating non-productive time.” 

Hugo Morán, VP & General Manager, 
Latin America Business Unit of Tesco 
Corporation

NEW GENERATION 
TECHNOLOGY, LONG- 
TERM EXPERIENCE
HUGO MORÁN
VP & General Manager, Latin America Business Unit of 

Tesco Corporation

Using new technology to optimize well construction is 

becoming a routine in companies such as Ecopetrol, 

OXY, Perenco, Repsol-YPF, Petronas, Petroboscan 

(PDVSA-Chevron), Hocol and PDO, and has recently 

been implemented successfully in Pemex’s o�shore 

operations. We are also working with the technical teams 

at Pemex’s Chicontepec field for the implementation of 

a pilot project to evaluate this technology’s contribution. 

Q: How does Tesco approach the strategic challenge 

of optimizing the interaction between technology 

development, operational excellence, cost e�ectiveness 

and safety performance? 

A: It is fundamental to consider that three major 

components have to be analysed to build a well: 

security, operational e�ciency/cost and recovery 

factors. Tesco combines four technologies: top drive, 

casing running CDS (alternate), casing/liner drilling and 

cementing tools. These four technologies are aligned 

with the main components of automated systems that 

have major security factors, reduce risks in employees 

being exposed to the operation, allow great operational 

flexibility, eliminate conventional drilling processes and 

maximize the quality of carburizing, all at the same time 

as the well is drilled and cased.

Q: How do the drilling projects with Pemex fit into the 

future geographic focus and development strategy of 

Tesco? What contribution does Tesco aspire to make 

to the long-term development of the Mexican drilling 

market? 

A: One of our main objectives is to keep close to Pemex 

and continue to be a part of their well construction 

activities with the technology we can o�er as a 

company. Mexico will continue to be important to us, 

due to the investments made in recent years, future 

manufacturing projects, and our regional o�ce for Latin 

America in Mexico City. Without a doubt, the Mexican 

energy market is one of the most important at the global 

level, and we are ready to develop a strong presence in 

technology areas, services and manufacturing.

Q: How does Tesco intend to apply its experience 

working with leading oil and gas companies to develop 

a successful relationship with Pemex? What are the 

critical success factors in the Mexican drilling market? 

A: In the oil and gas industry, where demand for high 

quality services and technology is a decisive factor, Tesco 

is in one of its best moments with regards to its business 

development in Latin America. Our new technological 

developments allow us to overcome old paradigms of 

well construction and exploitation of oil reserves. 

Tesco’s technologies are a key factor for oil companies 

in the region to reduce their Non-Productive Time (NPT) 

and ensure e�cient access to reserves of hydrocarbons 

that would not be possible using conventional drilling 

procedures. 

In the oil and gas industry, the recovery factors are 

becoming increasingly small; therefore, it is essential to 

redefine the integral production processes beginning 

with the contribution of leading-edge technologies at 

the well construction level to decrease the investment 

cost per barrel produced. 

Q: What are the main complementarities between Tesco´s 

technological strengths and operating experience 

and Pemex’s conventional and unconventional drilling 

activities? 

A: Technological improvements are not only designed to 

reach reserves of crude oil, but would also relate to the 

preservation of the reservoir’s quality and properties. 

One of the advantages that Tesco made available to 

the industry is casing drilling technology, which allows 

operators to simultaneously drill and case the well. This 

reduces drilling costs and at the same time minimizes the 

risks associated with the well’s geomechanical instability 

and fluid loss. This innovative technology also o�ers the 

possibility to improve casing design, in turn optimizing 

well construction. O�ering this kind of innovative 

technology is the way in which Tesco provides Pemex an 

alternative to conventional drilling. 

Globally, we have seen that the industry has reacted 

very positively to the use of casing drilling technology. 

or permanently, by installing a wireline system to retrieve 

oil tools from inside the casing. Rigs without top drives can 

have temporary top drives installed. Converted rigs lose 

none of their conventional drilling capacity. 

However, because a drilling rig no longer needs to handle 

drill pipe, a casing drilling rig only needs a Range III single 

mast, which makes for a smaller rig that can be moved 

in fewer leads, and because it requires less horsepower, 

it uses less fuel and therefore produces fewer emissions.

Wellbores drilled with casing drilling are also more stable 

compared to conventionally drilled wellbores. With casing 

drilling, a new process takes place around the wellbore, 

generating a strengthening e�ect, as 20% of cuttings 

going up the annulus are smeared around the wellbore by 

the rotary casing, bridging fractures and strengthening the 

wellbore. This e�ect has been demonstrated in integrity 

leak o� tests immediately below the previous casing point 

at wells drilled using casing drilling.

The casing drilling technology has several levels, from 

level 1, reaming pre-drilled wellbores, to level 4, retrievable 

liner drilling. For this reason, the construction process is 

gradual, moving up from level to level. The technology 

has been implemented e�ectively by many international 

companies and at present, Pemex is successfully using 

level 2 case drilling at some of its o�shore wells.  

Field experience in the early 2000s proved casing drilling 

to be a viable alternative, and since that time Tesco 

has worked to make casing drilling a possibility in soft, 

horizontal and directional wells and also vertical wells. As 

drilling environments get more complex and average field 

sizes decline, Tesco hopes that the uptake of casing drilling 

will continue in both Mexico and around the world. 

After investing five years and US$25 million, Tesco 

Corporation took the concept of casing drilling from 

concept to proven technology. The idea is simple: rather 

than using a drill pipe to drill the well, the standard oilfield 

casing is used instead. Once the well is drilled, the casing 

is simply left in place. Bottomhole assemblies, including 

drillbits and other downhole tools, can be retrieved by 

wireline inside the casing, thus eliminating drillstring 

tripping and its associated challenges and problems. It is 

believed that drilling can be speeded up by between 20% 

and 30% as a result.

In the drilling industry, time is a crucial factor because of 

its link to expense. Less time spent drilling also means 

less time for problems to occur. In terms of instantaneous 

penetration rate, casing drilling is similar to conventional 

drilling techniques. However, the fact that casing pipes are 

longer than drill pipes means 25% fewer connections are 

required, which in turn means less circulating and back-

reaming at connections. Another feature of casing drilling 

is its built-in advantage of improved well control, especially 

important as well configurations and reservoir conditions 

become more complex. Most well control incidents occur 

when tripping drill pipe, the act of pulling the drillstring out 

of the hole or replacing it, usually performed because the 

drillbit has dulled or must be replaced for other reasons. 

Because the need to remove and reinsert the drillstring 

is eliminated with casing drilling, so are many well  

control incidents. 

According to Tesco, the company that has pioneered 

casing drilling technology, the costs associated with 

adapting to this new drilling technique are not as high as it 

might first appear. Almost any drilling rig can be adapted 

to use casing drilling technology. Rigs with existing top 

drive systems can be easily converted, either temporarily 
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operations. We are also working with the technical teams 

at Pemex’s Chicontepec field for the implementation of 

a pilot project to evaluate this technology’s contribution. 
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and safety performance? 
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security, operational e�ciency/cost and recovery 
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casing running CDS (alternate), casing/liner drilling and 

cementing tools. These four technologies are aligned 

with the main components of automated systems that 

have major security factors, reduce risks in employees 

being exposed to the operation, allow great operational 

flexibility, eliminate conventional drilling processes and 

maximize the quality of carburizing, all at the same time 

as the well is drilled and cased.

Q: How do the drilling projects with Pemex fit into the 

future geographic focus and development strategy of 

Tesco? What contribution does Tesco aspire to make 

to the long-term development of the Mexican drilling 

market? 

A: One of our main objectives is to keep close to Pemex 

and continue to be a part of their well construction 

activities with the technology we can o�er as a 

company. Mexico will continue to be important to us, 

due to the investments made in recent years, future 

manufacturing projects, and our regional o�ce for Latin 

America in Mexico City. Without a doubt, the Mexican 

energy market is one of the most important at the global 

level, and we are ready to develop a strong presence in 

technology areas, services and manufacturing.

Q: How does Tesco intend to apply its experience 

working with leading oil and gas companies to develop 

a successful relationship with Pemex? What are the 

critical success factors in the Mexican drilling market? 

A: In the oil and gas industry, where demand for high 

quality services and technology is a decisive factor, Tesco 

is in one of its best moments with regards to its business 

development in Latin America. Our new technological 

developments allow us to overcome old paradigms of 

well construction and exploitation of oil reserves. 

Tesco’s technologies are a key factor for oil companies 

in the region to reduce their Non-Productive Time (NPT) 

and ensure e�cient access to reserves of hydrocarbons 

that would not be possible using conventional drilling 

procedures. 

In the oil and gas industry, the recovery factors are 

becoming increasingly small; therefore, it is essential to 

redefine the integral production processes beginning 

with the contribution of leading-edge technologies at 

the well construction level to decrease the investment 

cost per barrel produced. 

Q: What are the main complementarities between Tesco´s 

technological strengths and operating experience 

and Pemex’s conventional and unconventional drilling 

activities? 

A: Technological improvements are not only designed to 

reach reserves of crude oil, but would also relate to the 

preservation of the reservoir’s quality and properties. 

One of the advantages that Tesco made available to 

the industry is casing drilling technology, which allows 

operators to simultaneously drill and case the well. This 

reduces drilling costs and at the same time minimizes the 

risks associated with the well’s geomechanical instability 

and fluid loss. This innovative technology also o�ers the 

possibility to improve casing design, in turn optimizing 

well construction. O�ering this kind of innovative 

technology is the way in which Tesco provides Pemex an 

alternative to conventional drilling. 

Globally, we have seen that the industry has reacted 

very positively to the use of casing drilling technology. 

or permanently, by installing a wireline system to retrieve 

oil tools from inside the casing. Rigs without top drives can 

have temporary top drives installed. Converted rigs lose 

none of their conventional drilling capacity. 

However, because a drilling rig no longer needs to handle 

drill pipe, a casing drilling rig only needs a Range III single 

mast, which makes for a smaller rig that can be moved 

in fewer leads, and because it requires less horsepower, 

it uses less fuel and therefore produces fewer emissions.

Wellbores drilled with casing drilling are also more stable 

compared to conventionally drilled wellbores. With casing 

drilling, a new process takes place around the wellbore, 

generating a strengthening e�ect, as 20% of cuttings 

going up the annulus are smeared around the wellbore by 

the rotary casing, bridging fractures and strengthening the 

wellbore. This e�ect has been demonstrated in integrity 

leak o� tests immediately below the previous casing point 

at wells drilled using casing drilling.

The casing drilling technology has several levels, from 

level 1, reaming pre-drilled wellbores, to level 4, retrievable 

liner drilling. For this reason, the construction process is 

gradual, moving up from level to level. The technology 

has been implemented e�ectively by many international 

companies and at present, Pemex is successfully using 

level 2 case drilling at some of its o�shore wells.  

Field experience in the early 2000s proved casing drilling 

to be a viable alternative, and since that time Tesco 

has worked to make casing drilling a possibility in soft, 

horizontal and directional wells and also vertical wells. As 

drilling environments get more complex and average field 

sizes decline, Tesco hopes that the uptake of casing drilling 

will continue in both Mexico and around the world. 

After investing five years and US$25 million, Tesco 

Corporation took the concept of casing drilling from 

concept to proven technology. The idea is simple: rather 

than using a drill pipe to drill the well, the standard oilfield 

casing is used instead. Once the well is drilled, the casing 

is simply left in place. Bottomhole assemblies, including 

drillbits and other downhole tools, can be retrieved by 

wireline inside the casing, thus eliminating drillstring 

tripping and its associated challenges and problems. It is 

believed that drilling can be speeded up by between 20% 

and 30% as a result.

In the drilling industry, time is a crucial factor because of 

its link to expense. Less time spent drilling also means 

less time for problems to occur. In terms of instantaneous 

penetration rate, casing drilling is similar to conventional 

drilling techniques. However, the fact that casing pipes are 

longer than drill pipes means 25% fewer connections are 

required, which in turn means less circulating and back-

reaming at connections. Another feature of casing drilling 

is its built-in advantage of improved well control, especially 

important as well configurations and reservoir conditions 

become more complex. Most well control incidents occur 

when tripping drill pipe, the act of pulling the drillstring out 

of the hole or replacing it, usually performed because the 

drillbit has dulled or must be replaced for other reasons. 

Because the need to remove and reinsert the drillstring 

is eliminated with casing drilling, so are many well  

control incidents. 

According to Tesco, the company that has pioneered 

casing drilling technology, the costs associated with 

adapting to this new drilling technique are not as high as it 

might first appear. Almost any drilling rig can be adapted 

to use casing drilling technology. Rigs with existing top 

drive systems can be easily converted, either temporarily 
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Fanel Hahui, CEO of Grup Servicii Petroliere

MEXICO’S POSITION IN A  
GLOBAL DRILLING STRATEGY
Despite the increasingly stringent regulations regarding 

drilling rigs in Mexico, including five-day cancellation 

options, day rate caps and a ten-year age limit on rigs, 

Mexico was an interesting market for Grup Servicii 

Petroliere, as its dynamism contrasted strongly with the 

stagnation in its traditional markets of the Black Sea and 

South East Mediterranean markets. Fanel Hanui, CEO of the 

Romanian company, says that “Pemex, besides Gazprom 

and TPAO at this moment, is one of the most suitable 

clients in order to continue GSP’s growth on a healthy 

foundation. Dynamism of the business environment is the 

key, one of the attractive elements that brought us here. 

At the establishment of the company the stakeholders 

intended GSP to become globally active in the shortest 

possible time and to hold a solid position in the top of 

the list of o�shore service providers, we consider Mexico 

a necessary stage. And drilling is just the beginning. 

In answer to regional market demand, GSP intends to 

bring in the expertise in o�shore construction, shipping, 

well services, hydro-technical constructions, engineering 

and subsea installation services. The Mexican oil and 

gas market creates an o�shore industry revolution right  

under our eyes, and is looking at the global market for 

solid partners.”

GSP brought two jack-up rigs to Mexico, the Orizont 

(constructed in 1982) and the Atlas (built in 1985). Hanui 

explains that the rigs underwent serious overhauls before 

arriving in Mexico, costing a total of US$20.7 million. 

However, Hanui believes that this should be viewed as 

a positive trend. “Tightened safety standards must be 

perceived by everybody as an advantage. This way we 

are supported in our e�orts to guarantee the safest 

and healthiest work environment for personnel, and to 

assess and mitigate the e�ects of our activities in the 

marine environment. We perceive Pemex’s new safety 

standards as the most positive traits of our commercial 

relationship. The concern shown by our client must be 

answered with the same high regards every minute of 

our contract. By modernizing GSP Atlas and GSP Orizont 

o�shore drilling rigs we aimed at improving the main 

technical parameters and raising the operating safety 

level by replacing physically or morally aged equipments. 

The GL regulations, as well as the regulations and IMO, 

MODU CODE, SOLAS, MARPOL recommendations were 

closely monitored in their compliance with the whole 

modernizing process on the mobile o�shore drilling rigs,” 

says Hanui.

In 2010, GSP set about the modernization and upgrading 

of its Orizont drilling rig. The activities were carried out 

by Lamparell Energy at its shipyard in the UAE. GSP’s 

usual equipment and service providers, Euroned, Upetrom 

1 Mai, and ICPE ACTEL were also involved in completing  

the upgrade. 

The drilling rig was built at Galati Shipyard, and in 1999 

the rig underwent a major upgrade and reclassification 

project. The scope of work in 2010 consisted of improving 

the main technical platform parameters and safety 

operating processes onboard through the renewal of aged 

and outdated equipment. The upgrade project took into 

consideration the electrical power generation and supply 

system, the drilling equipment, main deck navigational 

equipment and the radio system. The hook load capacity 

of the rig was increased to 450,000kg. The equipment 

that was not replaced underwent a technical examination, 

identifying, repairing and overhauling every item that did 

not meet the required technical standards.

GSP Orizont was endowed with a new SCR and Power 

Management System; five new diesel generators were 

installed, as were the adjacent systems such as fuel, 

air launching, exhaust, and cooling water. The existing 

mud pumps were replaced with 3 new 5000 Psi Triplex 

pumps; the high pressure mud pump discharge piping 

modifications together with valves/strainers and high 

pressure pipes & Demco valves for mud manifolds were 

designed, manufactured and mounted. 

GSP Orizont was also endowed with a new Lidan 

Wichita draw works brake system. A new travelling block 

and crown block were installed; an electric top drive 

replaced the hydraulic one and a new driller’s cabin was 

installed. The upgrade project also aimed to eliminate all 

the irregularities in the rig through piping and cabling 

optimization, overhauling the crane system and general 

refurbishment of the accommodation.
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“IN MEXICO, WE HAVE CUSTOMIZED 

OUR SERVICES BY ALLOCATING OUR 

INFRASTRUCTURE INSIDE PEMEX’S 

NETWORK. OUR PERSONNEL WORK AT 

PEMEX’S OFFICES TO MAKE SURE THAT THE 

DATA DOESN’T LEAVE PEMEX´S NETWORK 

NOR THE COUNTRY. THIS IS A GREAT 

DIFFERENTIATOR BECAUSE MOST OF OUR 

COMPETITORS HAVE THEIR DATA CENTERS 

IN HOUSTON AND THAT IS NOT VERY 

ATTRACTIVE FOR PEMEX”

| VIEW FROM THE TOP

DATA FLOW EXPLANATION Real-time data flow consists of six main stages: collection, aggregation, transmission, 

storage, visualization and interoperability. Data collection is performed in the well bore, and includes the compilation of 

the real-time data directly from the data acquisition unit or server from the acquisition company. Aggregation refers to 

the collection of the various types of data –surface parameters, downhole tools and mud logging– from the acquisition 

unit belonging to the service company that generates the data, as well as the data conversion from its source format 

(LAS, WITS, XML, ASCII, WITSML) into the WITSML standard. Transmission of the well data to the o�ce is achieved 

using satellite links. These links should guarantee the continuity and stability of the data flow. Once in the o�ce, the 

data is stored in a central WITSML store, under a backup and redundancy scheme. WITSML storage is designed and 

developed based upon a technology platform -PetroVault- supporting the most recent production of the standard, 

and with capabilities to manage the data from all wells of a customer. Data can then be displayed for visualization at 

real-time operation centres, personal computers and mobile devices. Likewise, thanks to standardization of the data, 

interoperability is feasible: data is integrated in real-time to the specialized technical applications for the analysis 

from drilling engineering, to perform real-time analysis over the geopressures, the assessment of trajectories and the 

visualization of the well in the geological model.

Source: Petrolink

DATA MANAGEMENT 
INSIDE PEMEX’S 
NETWORK
PABLO PÉREZ
Country Manager Mexico of Petrolink

Today, that Store holds data from more than  150 wells,  

making it the largest in Latin America. Pemex presented 

the  results of this project in Calgary, Canada in September 

2011 at the Main Annual Conference of Energistics and I 

believe many people were interested and impressed by 

what Pemex has been able to do, such as monitor pore 

pressure prediction in real-time.

Q: I can also imagine that the safety of the information is 

one of the main concerns, especially when you create a 

system where contractors access and provide data. And 

data has to be available to the right person at any time 

that they might need it. How do you ensure the safety of 

the information? 

A:  We have a worldwide secure server network to provide 

services to international companies. In Mexico, we have 

customized our services by allocating our infrastructure 

inside Pemex’s network. Our personnel work at Pemex’s 

o�ces to make sure that the data doesn’t leave Pemex´s 

network or the country. This is a great di�erentiator 

because most of our competitors have their data centres 

in Houston and that is not very attractive for Pemex. 

Petrolink Mexico has its own 24/7 operations and technical 

support centre. Whenever there is a  customer request 

or a security issue, we send people to the rig or o�ce to 

provide immediate support to Pemex.

Q: Real-time drilling has been around for a very long time. 

What is di�erent with the product that Petrolink o�ers?  

A: Today, there are a lot of companies that o�er real-

time drilling and most companies have jumped on the 

bandwagon. What Petrolink is doing di�erently and what 

is attractive to Pemex and our other customers is the 

technology that we are using and the way we deliver it 

through service. We do not sell software, instead we 

provide customized services based on our technology and 

experience in drilling operations. Our systems are based on 

WITSML, which is the standard for drilling data exchange in 

the oil and gas industry. It’s basically a common language 

that everybody speaks. When applications can speak the 

same language that enables interoperability, so data can 

be properly managed and exploited. You don’t really gain 

any value from just having the curves in real-time and 

having someone look at them. You need to take control 

of your data and have the flexibility to push it into third-

party applications for interpretation and analysis and then 

is when you create a big impact. WITSML is the enabler. 

It is a technology standard coordinated and orchestrated 

by Energistics, which is a global consortium based in the 

United States. Energistics has over 100 members, from 

national oil companies like Saudi Aramco to big service 

companies like Schlumberger or Halliburton. Petrolink is 

an important member of Energistics and Mark Farnan, our 

Software Development Director, is currently the technical 

lead of the group that develops WITSML.

Q: How does Pemex’s attitude towards data management 

technology compare to that of other oil companies? 

A: I would say that Pemex is among the companies that have 

more technology. They probably have most of the technology 

that is available on the market and other NOCs are emulating 

Pemex’s usage of technology. Sometimes it is challenging 

making it work all together, because the way in which service 

companies are contracted is complex.  Additionally, Pemex 

is a very big organization, so coordinating e�orts across the 

entire organization is not easy. You probably know that they 

are organized in four regions: north, south, marine south 

west and marine north east. 

In 2010, Pemex started using the Petrolink WITSML Store. 

Q: In the end, this is all about money as well. How does 

this work in terms of the balance between the investment 

that Pemex has to make in order to implement their 

system and the cost savings that will accrue over time?

A: Petrolink does not sell software or boxes. We provide 

a service that brings together everything: software, 

hardware and personnel. We coordinate these three 

elements according to the business process of each 

customer, in this case Pemex. This has been of great 

impact because the licensing for this type of technology 

can be costly. Licensing without support may not allow 

the customer to reach desired outcomes. Petrolink 

service enables access to the system for as many users 

as required. So our software can be used by high-level 

managers in Mexico City as well as by the operational 

people on the field. Our service also includes provision of 

technical knowledge personnel, such as drilling engineers, 

geologists and geomechanics, to assist with analysis and 

interpretation during the operation. And all that together, 

software, hardware and personnel is less than 1% of the 

cost of the entire well budget. The percentage is less for 

o�shore operations. We look at our business with Pemex 

as a long-term relationship. It’s been five years since we 

started operations and while it was quite slow at the 

beginning, the last two years have been very intense. We 

have established ourselves in the market and have made a 

name for ourselves, which makes maintaining and raising 

service levels more challenging.
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of reserves booked on site. The fact that such a high priority 

has been given to reserve replacement also means that 

today ExxonMobil is able to reap the rewards of its focus.

Not all companies have such an unblemished record when it 

comes to reserve replacement. In 2004, Shell disclosed that 

it had overestimated its proven reserves by 20% in its 2002 

annual reporting, meaning that when the company reported 

its reserves for 2003 they were 3.9 billion Boe lighter than 

the previous year. As a result of this debacle, 7% was knocked 

o� the value of the IOC’s shares, the company was fined £17 

million (US$27.09 million) by the British Financial Services 

Authority, and the Chairman of the company, Sir Phillip 

Watts, left the company. In 2007, a lawsuit resulted in the 

payment of US$450 million to non-US shareholders of Shell. 

At the time of the announcement that the company had 

overestimated its reserves, the IOC was accused of being 

overaggressive with its reserves bookings. At fields like 

Gorgon in Western Australia for example, the company 

booked an undisclosed amount of reserves, despite the 

fact that other partners in the project had not yet added 

the project to their reserve bookings.

In Mexico, Pemex evaluates its own reserves, and its results 

are then certified by a third party. Once these two opinions 

on reserves has been reached, the CNH, Mexico’s oil and 

gas regulator, approves the final numbers. In theory, this 

should be a smooth process, but in 2011 Pemex and its 

third party reserves certifier had a di�erence of opinion 

on the extent of the reserves in Chicontepec. In the end, 

the CNH published the reserves figures of the certification 

company, which placed significantly fewer hydrocarbons 

in the Chicontepec basin than the NOC. 

“ExxonMobil continues to lead the industry in reserves 

replacement,” Rex Tillerson said in a press release 

announcing the company’s reserve replacement results 

for 2010. “Our strategic focus on quality resource capture, 

a disciplined approach to investment and excellence in 

project execution have resulted in replacement of more 

than 100% of production for 17 consecutive years. These 

reserve additions will enable ExxonMobil to develop new 

supplies of energy to meet future demand and support 

economic growth and improved standards of living.”

One of the key targets for any large oil and gas producer 

is to ensure that the company’s resource levels held in 

reserve are topped up annually, in order to ensure that 

the company can continue to produce at similar rates 

in the years to come, and to assure investors that the 

business is being run in a sustainable fashion. As a result, 

in tandem to production, every oil and gas company 

must make exploration a continuous priority in order to 

‘prove’ reserves in areas where oil and gas discoveries 

are expected, but not proven. ExxonMobil undoubtedly 

leads the pack in maintaining a high reserve replacement 

rate. For almost two decades the company has kept its 

reserve replacement level above 100%, meaning annual net 

increases after production.

In 2010, ExxonMobil announced the best figures for reserve 

replacement since the 1999 merger between Exxon and 

Mobil. The company replaced 209% of production by 

adding 2.5 billion Boe to the books. Successes in exploration 

have come from a diverse portfolio of di�erent oil and gas 

plays around the world. Firstly, the boom in unconventional 

resources in North America has greatly added to Exxon’s 

portfolio, and the acquisition of XTO added 2.8 billion Boe 

of unconventional North American reserves to Exxon’s 

books. The company also had 2010 exploration successes 

in Russia at the Sakhalin-1 project, in Nigeria o�shore in 

partnership with Total, and on the Norwegian Continental 

Shelf. The company also saw success in its development of 

shallow water fields in Abu Dhabi, adding to the company’s 

reserve total for the year.

The company has invested significant amounts into 

exploration. In 2010, the company reported it had spent 

US$32.2 billion in exploration and capital expenditures. 

ExxonMobil points to a number of factors for its consistent 

success in replacing its reserves, but the main thrust is 

diversification of assets – a good mix of projects’ geographic 

locations, a number of di�erent partners, and a mix on the 

books each year of new discoveries, extensions to existing 

fields and new techniques to improve recovery on mature 

assets, which enable the company to increase the amount 

LEADING THE INDUSTRY IN 
RESERVES REPLACEMEMENT
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of reserves booked on site. The fact that such a high priority 

has been given to reserve replacement also means that 

today ExxonMobil is able to reap the rewards of its focus.

Not all companies have such an unblemished record when it 
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it had overestimated its proven reserves by 20% in its 2002 

annual reporting, meaning that when the company reported 

its reserves for 2003 they were 3.9 billion Boe lighter than 

the previous year. As a result of this debacle, 7% was knocked 
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booked an undisclosed amount of reserves, despite the 

fact that other partners in the project had not yet added 

the project to their reserve bookings.
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are then certified by a third party. Once these two opinions 

on reserves has been reached, the CNH, Mexico’s oil and 

gas regulator, approves the final numbers. In theory, this 

should be a smooth process, but in 2011 Pemex and its 

third party reserves certifier had a di�erence of opinion 

on the extent of the reserves in Chicontepec. In the end, 

the CNH published the reserves figures of the certification 

company, which placed significantly fewer hydrocarbons 

in the Chicontepec basin than the NOC. 

“ExxonMobil continues to lead the industry in reserves 

replacement,” Rex Tillerson said in a press release 

announcing the company’s reserve replacement results 

for 2010. “Our strategic focus on quality resource capture, 

a disciplined approach to investment and excellence in 

project execution have resulted in replacement of more 

than 100% of production for 17 consecutive years. These 

reserve additions will enable ExxonMobil to develop new 

supplies of energy to meet future demand and support 

economic growth and improved standards of living.”

One of the key targets for any large oil and gas producer 

is to ensure that the company’s resource levels held in 

reserve are topped up annually, in order to ensure that 

the company can continue to produce at similar rates 

in the years to come, and to assure investors that the 

business is being run in a sustainable fashion. As a result, 

in tandem to production, every oil and gas company 

must make exploration a continuous priority in order to 

‘prove’ reserves in areas where oil and gas discoveries 

are expected, but not proven. ExxonMobil undoubtedly 

leads the pack in maintaining a high reserve replacement 

rate. For almost two decades the company has kept its 

reserve replacement level above 100%, meaning annual net 

increases after production.

In 2010, ExxonMobil announced the best figures for reserve 

replacement since the 1999 merger between Exxon and 

Mobil. The company replaced 209% of production by 

adding 2.5 billion Boe to the books. Successes in exploration 

have come from a diverse portfolio of di�erent oil and gas 

plays around the world. Firstly, the boom in unconventional 

resources in North America has greatly added to Exxon’s 

portfolio, and the acquisition of XTO added 2.8 billion Boe 

of unconventional North American reserves to Exxon’s 

books. The company also had 2010 exploration successes 

in Russia at the Sakhalin-1 project, in Nigeria o�shore in 

partnership with Total, and on the Norwegian Continental 

Shelf. The company also saw success in its development of 

shallow water fields in Abu Dhabi, adding to the company’s 

reserve total for the year.

The company has invested significant amounts into 

exploration. In 2010, the company reported it had spent 

US$32.2 billion in exploration and capital expenditures. 

ExxonMobil points to a number of factors for its consistent 

success in replacing its reserves, but the main thrust is 

diversification of assets – a good mix of projects’ geographic 

locations, a number of di�erent partners, and a mix on the 

books each year of new discoveries, extensions to existing 

fields and new techniques to improve recovery on mature 

assets, which enable the company to increase the amount 
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The future of Mexico’s oil and gas industry seemed secure in the years when Cantarell, the 

world’s second largest oil field, accounted for over half of the country’s oil production. But with 

Cantarell declining for eight years straight, how can Pemex make up for the decrease in oil 

production, and what fields have the potential to take Cantarell’s place?

Ku-Maloob-Zaap, once thought to be the reserve that would save Pemex from its problems 

and currently the largest producing field in Mexico, is also close to reaching its maximum level 

of production, after which Pemex expects to maintain a production plateau for several years. 

Pemex must find ways to ensure that the collective decline of these two giant fields, which today 

account for about half of Mexico’s oil production, is slowed to a rate that will give the NOC time 

to put new reserves into production. In this chapter, we look at the future of Cantarell and Ku-

Maloob-Zaap , and the technologies Pemex is using to enhance the recovery factors at these two 

important fields.
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Location
Pemex northeast marine region,
Bay of Campeche

Distance from shore
85km from Ciudad del Carmen

Fields
Akal, Nohoch, Chac, Kutz, Ek, 
Balam, Sihil, and Ixtoc

First production
1979

Production peak (2004)
2.14 million bbl/day 

Production 2011 
449,000 bbl/day

Total investment until 2012
MX$908 billion (US$69 billion)

Number of operating wells (2011)
218 wells
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CANTARELL: RISE AND FALL OF 
MEXICO’S GREATEST OIL FIELD

Somos un proveedor global que ofrece servicios y productos de excelencia 
para la optimización de la exploración y producción petrolera.

Servicios:

DTK- Labs; análisis de núcleos y Geomecánica.

Asistencia y consultoría en Geología e Ingeniería Petrolera.

Contacto: info@dtk-group.com

Mexico
Drilltek, S.A. de C.V. 
Av. Universidad No. 299, Col. El Recreo, 
86020 Villahermosa, Tabasco. 
Tel. +52 993 142 0612.

USA
Houston, Texas 77046 
One Greenway Plaza Suite 418, 
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OIL PRODUCTION AT CANTARELL
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through pipelines to storage tanks on land at Dos Bocas 

and o�shore tankers at Cayo de Arcas. 

The complex comprises several small fields and four main 

ones: Akal, Nohoch, Chac and Kutz. Akal is the largest of the 

four, accounting for 91.4% of Cantarell’s original oil in place. 

Since the Cantarell field first started production, it has 

been Pemex’s most important producing asset, accounting 

for 63% of Mexico’s crude oil production in 2004. That year 

marked the field’s peak output of 2.14 million bbl/day and 

it was around the same time when the country’s global 

production rates reached the highest level in history. Since 

1979, the year in which Cantarell first saw production, 

Mexico has produced nearly 30 billion barrels of oil. Of 

these, approximately 13 billion barrels have been extracted 

from the Cantarell complex.

Even before Cantarell reached its peak, Pemex was fighting 

to maintain production at the field. For the first 20 years 

of its life, Cantarell had a large natural gas bubble in the 

reservoir that maintained high pressure and accounted for 

its impressive production rate. Once this pressure started 

to dissipate at the end of the 1990s, production rates 

dropped dramatically to under 1 million bbl/day. In order 

to counteract this, Pemex launched a nitrogen injection 

project to boost Cantarell’s reservoir pressure, which was 

largely successful. By 2002 production had increased 

to 1.9 million bbl/day. At this moment, Cantarell was the 

second highest producing field in the world after Saudi 

Arabia’s Gwahar field. 

After Cantarell reached its natural peak in 2004, the field 

declined extremely quickly. In 2006, Pemex announced that 

production fell by 13.1%, with a 15% drop predicted for 2007. 

In May 2008, production fell a further 33% to 1.07 million bbl/

day. By 2011, output was estimated only at 449,000 bbl/day. 

The discovery of Cantarell was one of the most important 

moments in the history of Mexico’s oil and gas industry. 

Located 105km o�shore in the Bay of Campeche, it was 

discovered with the help of Rudesindo Cantarell, a local 

fisherman who in 1976 complained to the local authorities 

about oil in the bay clogging his nets. When Pemex 

went to investigate the source of the oil, they discovered 

the largest field found to date in Mexican territory, the 

country’s only supergiant discovery. 

When the field was developed in the 1980s, it was the 

world’s largest o�shore development project; total 

installation costs reached more than US$5 billion. Pemex 

began production at Cantarell in 1979 and by 1981 the 

complex was producing 1.16 million bbl/day. Oil production 

at the Cantarell complex represented 36.7% of the 

country’s total production in the 80s, 40.8% in the 90s, 

and 56.8% from 2000 to 2007. 

The geology of the Cantarell field was formed by the 

asteroid impact responsible for the Chicxulub crater, 

and is formed from carbonate breccia from the Upper 

Cretaceous period. From Cantarell, crude is transported 

In 2011, Akal produced an average of 314,000 bbl/day, a 

figure that is still showing signs of steady decline, while 

the other fields in the integral asset Cantarell produced a 

cumulative average of 135,000 bbl/day. Throughout the 

year, 18 production wells were drilled, which enabled Pemex 

to keep its average number of producing wells at 213.

According to Juan Carlos Zepeda Molina, the CNH imposed 

an investment plan for the reduction of gas flaring, so Pemex 

could bring in new investment for the reinjection of gas. He 

says, “We are glad to see these developments but we still 

have to recognize that Pemex has not managed to stabilize 

the field and its production is still declining. They have 

managed to stabilize—more or less—the overall production 

in the entire country, but only thanks to KMZ’s increasing 

production, not thanks to the stabilization of Akal.”

Since the decline of Cantarell, KMZ has become Mexico’s 

largest producing field and it is up to Pemex to take 

the necessary precautions to ensure it produces oil at a 

stable rate and maybe, eventually, manage to reverse the 

country’s declining oil production.

It was clear that if Pemex wished to preserve Cantarell’s 

production level, and therefore its revenues, the NOC 

would have to come up with a plan to stem the bleeding 

at Cantarell. In 2008, Pemex invested US$2.88 billion in 

a rescue plan for Cantarell that involved 20 new wells, 

as well as dehydration and desalination plants. In 2009, 

the company conducted workovers on nine minor wells 

and three major wells, and installed both a well recovery 

platform and compression equipment. 

With enhanced oil recovery equipment in place, Pemex has 

managed to slow the decline of Cantarell field from 34.2% 

in 2009 to 22.6% in 2010. But it is clear that only slowing 

the decline will not compensate for the loss of production 

from Cantarell. For this reason, Pemex launched a strategy 

in 2008 to diversify its production sources through a 

mixture of enhanced oil recovery on discovered fields 

and increased investment in exploration projects in other 

parts of the country. One of the first projects that Pemex 

embarked upon was the further development of Cantarell’s 

neighbouring o�shore field, Ku-Maloob-Zaap, as it could 

be connected to the existing Cantarell infrastructure. 
Source: CNH
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four, accounting for 91.4% of Cantarell’s original oil in place. 
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for 63% of Mexico’s crude oil production in 2004. That year 

marked the field’s peak output of 2.14 million bbl/day and 

it was around the same time when the country’s global 

production rates reached the highest level in history. Since 

1979, the year in which Cantarell first saw production, 

Mexico has produced nearly 30 billion barrels of oil. Of 

these, approximately 13 billion barrels have been extracted 
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Even before Cantarell reached its peak, Pemex was fighting 

to maintain production at the field. For the first 20 years 

of its life, Cantarell had a large natural gas bubble in the 

reservoir that maintained high pressure and accounted for 
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cumulative average of 135,000 bbl/day. Throughout the 

year, 18 production wells were drilled, which enabled Pemex 

to keep its average number of producing wells at 213.

According to Juan Carlos Zepeda Molina, the CNH imposed 

an investment plan for the reduction of gas flaring, so Pemex 

could bring in new investment for the reinjection of gas. He 

says, “We are glad to see these developments but we still 

have to recognize that Pemex has not managed to stabilize 

the field and its production is still declining. They have 

managed to stabilize—more or less—the overall production 

in the entire country, but only thanks to KMZ’s increasing 

production, not thanks to the stabilization of Akal.”

Since the decline of Cantarell, KMZ has become Mexico’s 

largest producing field and it is up to Pemex to take 

the necessary precautions to ensure it produces oil at a 

stable rate and maybe, eventually, manage to reverse the 

country’s declining oil production.

It was clear that if Pemex wished to preserve Cantarell’s 

production level, and therefore its revenues, the NOC 

would have to come up with a plan to stem the bleeding 

at Cantarell. In 2008, Pemex invested US$2.88 billion in 

a rescue plan for Cantarell that involved 20 new wells, 

as well as dehydration and desalination plants. In 2009, 

the company conducted workovers on nine minor wells 

and three major wells, and installed both a well recovery 
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With enhanced oil recovery equipment in place, Pemex has 

managed to slow the decline of Cantarell field from 34.2% 

in 2009 to 22.6% in 2010. But it is clear that only slowing 

the decline will not compensate for the loss of production 

from Cantarell. For this reason, Pemex launched a strategy 

in 2008 to diversify its production sources through a 
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When asked about the future of Cantarell, Carlos Morales Gil, Director General of Pemex 

Exploration and Production, says that the company still sees Cantarell as a significant 

reserve base: “We have so far recovered 42% of the original oil in place at Cantarell, and 

the projections we have allow us to establish that we are going to recover more than 50% 

before the field is abandoned. This means that there is still around 10%, or around 3.5 

billion bbl of oil, that we will produce in the next 20 years or so.”

Morales Gil explains the history behind the exploitation of Cantarell in detail, showing at 

the same time the importance that Pemex still places on the social aspect of its mandate 

as a national oil company. “In human terms, the super giant field contributed enormously to the public finances of the country 

for many years, and is still an important contributor today. Since the reservoir was first developed, Pemex managed it very 

well. The first wells that were drilled were very shallow, and it was not long before the company realized that these wells were 

not going to last, and would soon start to produce only gas. As a result of this, we started to drill to greater depths. Based 

on the data we gathered at the beginning of the 1980s, we soon started to understand that these deeper wells would enable 

Cantarell to produce upwards of 1 million bbl/day.” 

It was around this time that the decision was taken to exploit Cantarell with a focus on maximizing the value that could be 

obtained from the field. Over the following years, new facilities were built, additional wells were drilled, nitrogen was injected, and 

Cantarell eventually peaked at 2.21 million bbl/day in 2003. In other fields, such as Abkatún, Pol, and Ku-Maloob-Zaap, Pemex took 

a di�erent approach, extracting the reserves in such a way that a production plateau would be maintained for as long as possible. 

“Neither decision was incorrect; they were just taken at times when Pemex had di�erent priorities,” explains Morales Gil.

Detailing the strategy for Cantarell in 2011, Morales Gil explains that Pemex focused on stopping the production decline 

and returning Cantarell to production growth through a combination of new wells, the application of new technology, and 

changing wells from gas lift to electric submergible pumps (ESPs). The company also looked at managing water and gas 

production at its declining wells. Morales Gil says that the major challenge throughout 2011 was the shortage of jack-up rigs, 

and that this is something that Pemex will address in 2012. “During 2011, we had to void several tenders for jack-ups due to a 

lack of o�ers. Today, this lack of jack-up rigs a�ects not only the Cantarell project but also other shallow water fields in the 

Mexican gulf. This is something that we are currently addressing, and in the mid-term at Cantarell we expect to see a slight 

increase in production, once we get the facilities for water and gas handling in place, and contract all the rigs we need to 

fulfil our drilling plans,” he says. After producing 449,000 bbl/day in 2011, this year’s production target for Cantarell will be 

around 480,000 bbl/day, Morales Gil says. 

When asked about the importance of the Cantarell field for Grupo Diavaz, Luís Vázquez 

Sentíes explains that the company first started working on Pemex’s Cantarell project back 

in 1979. “Cantarell has been a very good project for Diavaz, we constructed pipelines, 

and were responsible for much of Pemex’s maintenance and construction.” Although he 

believes that Cantarell led to the complacency that Pemex has often been accused of in 

terms of replacing its reserves, Vázquez Sentíes says that the service industry cannot be 

accused of the same: “We had to constantly innovate throughout the field’s development 

in order to keep up production levels. We did a lot for Cantarell and we are still playing 

that role today, trying to find new ways to produce oil.” One of the secondary recovery 

techniques that Grupo Diavaz has been working on is the separation of associated gas from oil produced at onshore fileds, 

which is then reinjected into the casing of the well rather than the reservoir, in order to increase production. Diavaz is 

currently in discussions with Pemex to trial this patented technology at Cantarell. Onshore, production has been increased 

by 30% at some wells following the application of this technology. 

“In recent years, Cantarell’s production has been declining. At times, it appeared as if 

Pemex would be unable to do anything to halt this decline, but today we are proud to say 

that we have engineered a solution to slow this decline to the extent that we can once 

again rely on Cantarell to be a stable contributor to Mexico’s oil production.

“We have now reduced the decline at Cantarell to almost zero. One of the reasons that 

we were not able to address this decline adequately until now has been the fact that we 

were unable to drill the wells that were required at the field. In 2011, Pemex was unable 

to contract 16 of the jack-ups that it needed to drill the wells that were scheduled. As a 

result, we were unable to meet the original production target for the year at Cantarell. In turn, this was the underlying reason 

of the 1% decline in Mexico’s oil production last year.

“We are now in the process of scouring the globe for jack-ups to drill in Cantarell, and we have already found some to 

meet drilling demand for 2012 – recently we presented two jack-ups that we would like to contract to the board for their 

authorization. We expect to have additional jack-ups by the end of the year, which will help us get closer to our production 

targets at Cantarell through the drilling of additional wells, specifically in locations that have not yet been fully exploited by 

existing wells. By replacing production from workover activities, we expect to maintain a production plateau at Cantarell for 

the next few years of between 400,000 bbl/day and 500,000 bbl/day.”

The CNH is currently producing its technical assessment of the Cantarell field, which 

will be released during the first quarter of 2012, but Javier Estrada Estrada explains his 

concerns regarding the future of Cantarell: “The pressure level of Akal, Cantarell’s main 

field, hasn’t achieved a steady state. Pressure is still coming down and so is production, 

while the gas/oil ratio is still rising. Akal’s average production rate declined from 370,000 

bbl/day in 2010 to 314,000 bbl/day in 2011 according to CNH statistics, and continued to 

decline in the beginning of 2012. 

“On a positive note, the CNH is glad to see that Pemex is complying with gas flaring, 

and investing more in this area. We imposed an investment plan for reducing gas flaring, which requested Pemex to invest 

more in gas reinjection, but we have to recognize that the field has not achieved stabilization. Pemex has managed overall to 

stabilize more or less the production in the whole country, but as a consequence of increasing production at KMZ and other 

fields rather than because of stabilizing Akal. 

“In the first quarter of 2012 the technical assessment from Cantarell will be released by the CNH. I have not yet seen a draft 

of the report from my technical team, but I expect it will contain a recommendation to accelerate the substitution of wells: 

to increase the speed at which Pemex closes wells with high gas/oil ratios, and drills new wells. I expect the report will 

also contain some technical elements to give a recommendation of how fast you should replace wells. Together with some 

projects related to enhanced oil recovery.”

“Weatherford is aware that Cantarell continues to be one of the main producing 

reservoirs in Mexico. Geologically, it is a naturally fractured anticline structure in a phase 

of mechanical and energy declination. To solve or improve Cantarell’s problems, the 

entire production system has to be analysed, from the reserve itself to the superficial 

installations, in order to find the best technologies that contribute e�ective solutions,” 

says Horacio Méndez Villalobos, Country Manager of Weatherford Mexico. 

Méndez Villalobos believes that the field requires the implementation of an integrated 

productivity engineering concept, with the help of technology focused on increasing 

Cantarell’s recovery factor, whilst maintaining the integrity of the complex’s reserves. “Specifically, this means reducing 

the conification or canalization impact of the active aquifer and the expansion of the gas cap with smart and automated 

technologies capable of generating a self-response in terms of present fluids in the reserve and improving the availability 

and e�ciency of the recollection, separation, treatment and distribution processes of the fluids, which is a�ecting the field’s 

productivity,” says Méndez Villalobos. 
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When asked about the future of Cantarell, Carlos Morales Gil, Director General of Pemex 

Exploration and Production, says that the company still sees Cantarell as a significant 

reserve base: “We have so far recovered 42% of the original oil in place at Cantarell, and 

the projections we have allow us to establish that we are going to recover more than 50% 

before the field is abandoned. This means that there is still around 10%, or around 3.5 

billion bbl of oil, that we will produce in the next 20 years or so.”

Morales Gil explains the history behind the exploitation of Cantarell in detail, showing at 

the same time the importance that Pemex still places on the social aspect of its mandate 

as a national oil company. “In human terms, the super giant field contributed enormously to the public finances of the country 

for many years, and is still an important contributor today. Since the reservoir was first developed, Pemex managed it very 

well. The first wells that were drilled were very shallow, and it was not long before the company realized that these wells were 

not going to last, and would soon start to produce only gas. As a result of this, we started to drill to greater depths. Based 

on the data we gathered at the beginning of the 1980s, we soon started to understand that these deeper wells would enable 

Cantarell to produce upwards of 1 million bbl/day.” 

It was around this time that the decision was taken to exploit Cantarell with a focus on maximizing the value that could be 

obtained from the field. Over the following years, new facilities were built, additional wells were drilled, nitrogen was injected, and 

Cantarell eventually peaked at 2.21 million bbl/day in 2003. In other fields, such as Abkatún, Pol, and Ku-Maloob-Zaap, Pemex took 

a di�erent approach, extracting the reserves in such a way that a production plateau would be maintained for as long as possible. 

“Neither decision was incorrect; they were just taken at times when Pemex had di�erent priorities,” explains Morales Gil.

Detailing the strategy for Cantarell in 2011, Morales Gil explains that Pemex focused on stopping the production decline 

and returning Cantarell to production growth through a combination of new wells, the application of new technology, and 

changing wells from gas lift to electric submergible pumps (ESPs). The company also looked at managing water and gas 

production at its declining wells. Morales Gil says that the major challenge throughout 2011 was the shortage of jack-up rigs, 

and that this is something that Pemex will address in 2012. “During 2011, we had to void several tenders for jack-ups due to a 

lack of o�ers. Today, this lack of jack-up rigs a�ects not only the Cantarell project but also other shallow water fields in the 

Mexican gulf. This is something that we are currently addressing, and in the mid-term at Cantarell we expect to see a slight 

increase in production, once we get the facilities for water and gas handling in place, and contract all the rigs we need to 

fulfil our drilling plans,” he says. After producing 449,000 bbl/day in 2011, this year’s production target for Cantarell will be 

around 480,000 bbl/day, Morales Gil says. 

When asked about the importance of the Cantarell field for Grupo Diavaz, Luís Vázquez 

Sentíes explains that the company first started working on Pemex’s Cantarell project back 

in 1979. “Cantarell has been a very good project for Diavaz, we constructed pipelines, 

and were responsible for much of Pemex’s maintenance and construction.” Although he 

believes that Cantarell led to the complacency that Pemex has often been accused of in 

terms of replacing its reserves, Vázquez Sentíes says that the service industry cannot be 

accused of the same: “We had to constantly innovate throughout the field’s development 

in order to keep up production levels. We did a lot for Cantarell and we are still playing 

that role today, trying to find new ways to produce oil.” One of the secondary recovery 

techniques that Grupo Diavaz has been working on is the separation of associated gas from oil produced at onshore fileds, 

which is then reinjected into the casing of the well rather than the reservoir, in order to increase production. Diavaz is 

currently in discussions with Pemex to trial this patented technology at Cantarell. Onshore, production has been increased 

by 30% at some wells following the application of this technology. 

“In recent years, Cantarell’s production has been declining. At times, it appeared as if 

Pemex would be unable to do anything to halt this decline, but today we are proud to say 

that we have engineered a solution to slow this decline to the extent that we can once 

again rely on Cantarell to be a stable contributor to Mexico’s oil production.

“We have now reduced the decline at Cantarell to almost zero. One of the reasons that 

we were not able to address this decline adequately until now has been the fact that we 

were unable to drill the wells that were required at the field. In 2011, Pemex was unable 

to contract 16 of the jack-ups that it needed to drill the wells that were scheduled. As a 

result, we were unable to meet the original production target for the year at Cantarell. In turn, this was the underlying reason 

of the 1% decline in Mexico’s oil production last year.

“We are now in the process of scouring the globe for jack-ups to drill in Cantarell, and we have already found some to 

meet drilling demand for 2012 – recently we presented two jack-ups that we would like to contract to the board for their 

authorization. We expect to have additional jack-ups by the end of the year, which will help us get closer to our production 

targets at Cantarell through the drilling of additional wells, specifically in locations that have not yet been fully exploited by 

existing wells. By replacing production from workover activities, we expect to maintain a production plateau at Cantarell for 

the next few years of between 400,000 bbl/day and 500,000 bbl/day.”

The CNH is currently producing its technical assessment of the Cantarell field, which 

will be released during the first quarter of 2012, but Javier Estrada Estrada explains his 

concerns regarding the future of Cantarell: “The pressure level of Akal, Cantarell’s main 

field, hasn’t achieved a steady state. Pressure is still coming down and so is production, 

while the gas/oil ratio is still rising. Akal’s average production rate declined from 370,000 

bbl/day in 2010 to 314,000 bbl/day in 2011 according to CNH statistics, and continued to 

decline in the beginning of 2012. 

“On a positive note, the CNH is glad to see that Pemex is complying with gas flaring, 

and investing more in this area. We imposed an investment plan for reducing gas flaring, which requested Pemex to invest 

more in gas reinjection, but we have to recognize that the field has not achieved stabilization. Pemex has managed overall to 

stabilize more or less the production in the whole country, but as a consequence of increasing production at KMZ and other 

fields rather than because of stabilizing Akal. 

“In the first quarter of 2012 the technical assessment from Cantarell will be released by the CNH. I have not yet seen a draft 

of the report from my technical team, but I expect it will contain a recommendation to accelerate the substitution of wells: 

to increase the speed at which Pemex closes wells with high gas/oil ratios, and drills new wells. I expect the report will 

also contain some technical elements to give a recommendation of how fast you should replace wells. Together with some 

projects related to enhanced oil recovery.”

“Weatherford is aware that Cantarell continues to be one of the main producing 

reservoirs in Mexico. Geologically, it is a naturally fractured anticline structure in a phase 

of mechanical and energy declination. To solve or improve Cantarell’s problems, the 

entire production system has to be analysed, from the reserve itself to the superficial 

installations, in order to find the best technologies that contribute e�ective solutions,” 

says Horacio Méndez Villalobos, Country Manager of Weatherford Mexico. 

Méndez Villalobos believes that the field requires the implementation of an integrated 

productivity engineering concept, with the help of technology focused on increasing 

Cantarell’s recovery factor, whilst maintaining the integrity of the complex’s reserves. “Specifically, this means reducing 

the conification or canalization impact of the active aquifer and the expansion of the gas cap with smart and automated 

technologies capable of generating a self-response in terms of present fluids in the reserve and improving the availability 

and e�ciency of the recollection, separation, treatment and distribution processes of the fluids, which is a�ecting the field’s 

productivity,” says Méndez Villalobos. 
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“The hydrocarbon system consists of four elements: 

the structure, which can be evaluated with geophysical 

methods; a source rock that generates oil and gas, 

which we can sample and look at in the laboratory; a 

reservoir with the substance that has to come from the 

source and get trapped, and it has to have a seal. For the 

last three elements, it is possible to get actual evidence 

and analyse it in a laboratory through samples. In the 

laboratory, we need to look at as much rock as possible, 

so that we can determine the conditions needed to form 

a productive hydrocarbon system.”

                        - Kevin Dennis, a manager at DTK Group
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type of gamma system that tells you in real-time how the 

front is moving through the core and how the fluid changes 

as the front moves through.” Dennis says that  besides all 

the sophisticated technology available now for monitoring, 

companies involved in this activity must assure that they 

e�ectively reproduce the way that process moves through 

the reservoir in the rock sample that they have. “It is one 

thing to flood 130 km2 of reservoir underneath Cantarell 

and it is another thing to do it in a piece of core that is 

50cm or 100cm long. We have to reproduce what we think 

that rate is going to be during the process and we have to 

reproduce that same rate flushing through the core.” At 

the same time, analysts must scale between the reservoir 

volume and the rock volume in the laboratory, ensure that 

the pressure and initial welding condition is equal, and 

that residual oil is at the correct level. Getting the right 

information on the initial conditions is sometimes also part 

of the work. “Some of the initial core analysis that we are 

doing is to actually determine what the initial condition 

should be when we start the sophisticated EOR process 

that we want to replicate in the laboratory,” says Dennis. 

Although complex and time consuming, e�ective use of 

sophisticated core analysis can often help an operator 

understand the best strategy for developing their wells.

Kevin Dennis, a manager at DTK Group, is optimistic about 

the demand for core analysis in the Mexican market today. 

“Right now, Pemex probably has the same level of drilling 

activity as it did in the 1990s. However, we estimate that 

the market for core analysis and other sample studies 

has increased around 300% since that time, showing that 

Pemex is now placing more importance on these types of 

measurements, and conducting these activities more and 

more as a result. Pemex used to take around one or two 

cores per well, whereas now it is standard for the company 

to take six to eight cores. In recent years, Pemex has taken 

as many as 18 to 20 cores.”

Core analysis – the assessment of cylindrical samples of 

reservoir rocks in a laboratory – not only helps operators make 

critical decisions based on the quality of the hydrocarbon 

system, but also enables them to get maximum productivity 

out of their wells, for example by showing where horizontal 

wells should be drilled instead of vertical wells.

When asked about the role sophisticated core analysis can 

play in enhanced oil recovery processes currently ongoing 

in Mexico, Dennis is keen to stress that the first priority for 

Pemex at its mature o�shore fields of Cantarell and KMZ 

is to determine exactly how much oil is left. Sophisticated 

core analysis can assist in determining how much fluid is 

left in a reservoir and how it is distributed. In secondary 

recovery processes such as CO2 injection, core analysis 

can be used to predict whether the cost of an injection 

programme is economically viable. 

Sophisticated core analysis earns its name from simulating 

reservoir conditions in the lab in order to better analyse 

the samples and provide more information about the well 

from which the samples have been taken. “The equipment 

is fairly sophisticated,” explains Dennis, “because you 

need to be monitoring saturations continuously during the 

testing, which means using X-rays, tomography or some 

THE KEY TO SECONDARY OIL RECOVERY
“My thoughts on the key to secondary recovery for Pemex are neither very traditional nor common. The key is organization, 

more than anything else. If you want to develop something, you have to focus on it, and Pemex does not currently have an 

organization in charge of the secondary recovery process. The role of such an organization would be to select and design 

projects for secondary recovery based on Pemex’s portfolio of potential assets. It would fit into Pemex E&P, which should 

really become Pemex ED&P: exploration, development and production. Its mission should be to focus on improving Pemex’s 

recovery factor without having to also worry about exploration and production. Once projects have been set up and start to 

run in this new organization, they can be passed onto the production organization. Having the proper accountability in one 

organization with the right people is the crucial success factor in this area.” 

          -  Luís Vielma Lobo, Director General of CBM Exploration and Production

case, exploration means going deeper into the formations at 

Cantarell. When exploring the original Cantarell formation, 

we found another reservoir at a greater depth, which has 

the same reservoir pressure and the same oil as the original 

formation. We expect to delineate this entire new block 

and start producing from there soon.” Hernández García 

explains that there are three stages to exploring this area: 

assessing the potential of the reservoir, incorporating the 

reserves, and finally delineating the reserves. Work being 

done at Cantarell is mainly in this final stage, which is 

probably why the CNH classifies it as exploration. 

Hernández García has a di�erent interpretation of how 

much oil is remaining in Cantarell, saying that Pemex 

currently has 3 billion barrels certified by the certification 

companies, but that the NOC disagrees with their results, 

believing that there is more recoverable oil at Cantarell 

than the certification companies by around 9.5%. However, 

Hernández García says that this is a standard divergence 

for the industry. 

According to Hernández García, more than 80% of 

Cantarell’s 3P reserves are classified as proven. By 

concentrating on adding more volume to the existing 

reserves by perfecting EOR techniques, he believes that 

the size of the recoverable reserves can be increased by 

between 5% and 10%, while production remains stable 

at between 400,000 bbl/day and 500,000 bbl/day. He 

believes that this will be the biggest challenge at Cantarell 

for the years to come.

“Cantarell and Ku-Maloob-Zaap are like unique jewels,” 

says Edgar Rangel Germán, Commissioner at the CNH. 

“The fields in these areas originate from a meteor strike 

that hit the Earth 65 million years ago, which made 

extremely interesting geological formations. The meteorite 

fragmented into thousands of tiny pieces. This has led to a 

geology in Mexico’s shallow water basins that is extremely 

tight, with millions of fractures and high permeability. This 

is what has caused the production rate at Cantarell to be 

so high for so long. More than 30 years after production 

began at Cantrarell, new wells drilled there today will 

reliably produce 3,000 to 4,000 bbl/day.”

Rangel Germán says that there are most likely around 

15 billion barrels remaining at Cantarell, and around a 

quarter of this will be retrievable with current technology. 

He explains that in the early years of Cantarell, oil was 

produced from the rock fractures, but now much of the 

remaining oil is trapped in the solid rock, from which it will 

be di�cult to extract using current techniques. However, 

he believes that modern enhanced oil recovery (EOR) 

techniques such as thermal recovery, gas injection, CO2 

injection and chemical processes will help Pemex to find 

the correct recovery solution in the years to come. “There’s 

a lot of oil still remaining, but it is di�cult to recover it from 

the matrix system. However, once the correct techniques 

are defined, there will be a big jump in the Cantarell 

recovery factor.” Rangel Germán goes on to explain that 

there is an ongoing debate between the CNH, Pemex and 

the reserve certification companies about exactly which 

potential resources at Cantarell can be incorporated 

into the NOC’s reserves. This issue stems from Pemex’s 

need to prove that EOR techniques will work at Cantarell 

through pilot projects and studies. Once these have been 

presented, additional reserves from Cantarell will be able 

to be incorporated into the NOC’s books.

In CNH figures on the current investment levels at the 

Cantarell field, the regulator asserts that Pemex will 

spend 25% of its allocation to exploration activities. Given 

the maturity of the field, it seems strange that Pemex is 

spending so much on exploratory activities, but Gustavo 

Hernández García, Subdirector for Planning and Evaluation 

at Pemex E&P, explains why the figure is so high. “In this 

Q: What is your perspective on how much oil is still remaining in Cantarell, and how much of it can be produced?

A: “We have so far recovered 42% of the original oil in place, and the projections that we have allow us to establish that 

we are going to recover more than 50%. There is still around 10%, which is around 3.5 billion barrels of oil, which will be 

produced in the next 20 years or so.”  -  Carlos Morales Gil, Director of Pemex E&P

Source: Pemex
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“The hydrocarbon system consists of four elements: 

the structure, which can be evaluated with geophysical 

methods; a source rock that generates oil and gas, 

which we can sample and look at in the laboratory; a 

reservoir with the substance that has to come from the 

source and get trapped, and it has to have a seal. For the 

last three elements, it is possible to get actual evidence 

and analyse it in a laboratory through samples. In the 

laboratory, we need to look at as much rock as possible, 

so that we can determine the conditions needed to form 

a productive hydrocarbon system.”

                        - Kevin Dennis, a manager at DTK Group
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type of gamma system that tells you in real-time how the 

front is moving through the core and how the fluid changes 

as the front moves through.” Dennis says that  besides all 

the sophisticated technology available now for monitoring, 

companies involved in this activity must assure that they 

e�ectively reproduce the way that process moves through 

the reservoir in the rock sample that they have. “It is one 

thing to flood 130 km2 of reservoir underneath Cantarell 

and it is another thing to do it in a piece of core that is 

50cm or 100cm long. We have to reproduce what we think 

that rate is going to be during the process and we have to 

reproduce that same rate flushing through the core.” At 

the same time, analysts must scale between the reservoir 

volume and the rock volume in the laboratory, ensure that 

the pressure and initial welding condition is equal, and 

that residual oil is at the correct level. Getting the right 

information on the initial conditions is sometimes also part 

of the work. “Some of the initial core analysis that we are 

doing is to actually determine what the initial condition 

should be when we start the sophisticated EOR process 

that we want to replicate in the laboratory,” says Dennis. 

Although complex and time consuming, e�ective use of 

sophisticated core analysis can often help an operator 

understand the best strategy for developing their wells.

Kevin Dennis, a manager at DTK Group, is optimistic about 

the demand for core analysis in the Mexican market today. 

“Right now, Pemex probably has the same level of drilling 

activity as it did in the 1990s. However, we estimate that 

the market for core analysis and other sample studies 

has increased around 300% since that time, showing that 

Pemex is now placing more importance on these types of 

measurements, and conducting these activities more and 

more as a result. Pemex used to take around one or two 

cores per well, whereas now it is standard for the company 

to take six to eight cores. In recent years, Pemex has taken 

as many as 18 to 20 cores.”

Core analysis – the assessment of cylindrical samples of 

reservoir rocks in a laboratory – not only helps operators make 

critical decisions based on the quality of the hydrocarbon 

system, but also enables them to get maximum productivity 

out of their wells, for example by showing where horizontal 

wells should be drilled instead of vertical wells.

When asked about the role sophisticated core analysis can 

play in enhanced oil recovery processes currently ongoing 

in Mexico, Dennis is keen to stress that the first priority for 

Pemex at its mature o�shore fields of Cantarell and KMZ 

is to determine exactly how much oil is left. Sophisticated 

core analysis can assist in determining how much fluid is 

left in a reservoir and how it is distributed. In secondary 

recovery processes such as CO2 injection, core analysis 

can be used to predict whether the cost of an injection 

programme is economically viable. 

Sophisticated core analysis earns its name from simulating 

reservoir conditions in the lab in order to better analyse 

the samples and provide more information about the well 

from which the samples have been taken. “The equipment 

is fairly sophisticated,” explains Dennis, “because you 

need to be monitoring saturations continuously during the 

testing, which means using X-rays, tomography or some 

THE KEY TO SECONDARY OIL RECOVERY
“My thoughts on the key to secondary recovery for Pemex are neither very traditional nor common. The key is organization, 

more than anything else. If you want to develop something, you have to focus on it, and Pemex does not currently have an 

organization in charge of the secondary recovery process. The role of such an organization would be to select and design 

projects for secondary recovery based on Pemex’s portfolio of potential assets. It would fit into Pemex E&P, which should 

really become Pemex ED&P: exploration, development and production. Its mission should be to focus on improving Pemex’s 

recovery factor without having to also worry about exploration and production. Once projects have been set up and start to 

run in this new organization, they can be passed onto the production organization. Having the proper accountability in one 

organization with the right people is the crucial success factor in this area.” 

          -  Luís Vielma Lobo, Director General of CBM Exploration and Production

case, exploration means going deeper into the formations at 

Cantarell. When exploring the original Cantarell formation, 

we found another reservoir at a greater depth, which has 

the same reservoir pressure and the same oil as the original 

formation. We expect to delineate this entire new block 

and start producing from there soon.” Hernández García 

explains that there are three stages to exploring this area: 

assessing the potential of the reservoir, incorporating the 

reserves, and finally delineating the reserves. Work being 

done at Cantarell is mainly in this final stage, which is 

probably why the CNH classifies it as exploration. 

Hernández García has a di�erent interpretation of how 

much oil is remaining in Cantarell, saying that Pemex 

currently has 3 billion barrels certified by the certification 

companies, but that the NOC disagrees with their results, 

believing that there is more recoverable oil at Cantarell 

than the certification companies by around 9.5%. However, 

Hernández García says that this is a standard divergence 

for the industry. 

According to Hernández García, more than 80% of 

Cantarell’s 3P reserves are classified as proven. By 
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“The fields in these areas originate from a meteor strike 
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there is an ongoing debate between the CNH, Pemex and 
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Q: What is your perspective on how much oil is still remaining in Cantarell, and how much of it can be produced?

A: “We have so far recovered 42% of the original oil in place, and the projections that we have allow us to establish that 

we are going to recover more than 50%. There is still around 10%, which is around 3.5 billion barrels of oil, which will be 

produced in the next 20 years or so.”  -  Carlos Morales Gil, Director of Pemex E&P

Source: Pemex
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As well as sophisticated core analysis, DTK is hoping to 

introduce e-core technology into the Mexican market in 

the near future. Lawrence explains the advantages that 

this technology can bring to core analysis: “Currently, 

measurements are made on cores which are limited to a 

relatively small section of the well, because it is very rare to 

get a well that is continuously cored. Generally speaking, 

when core drilling is conducted at an exploration well, 

three to five cores will be taken. With five cores, you would 

have about 45m of information on a 4,500m to 6,000m 

well, which is not much. But e-core analysis technology 

enables you to do the same analysis by choosing images 

taken of drill cuttings, so you can do an angular anywhere 

on the whole column and then choose the sections from 

which you want the information.”

Lawrence hopes that one of the biggest future uses of 

e-core technology will be at Pemex’s planned deepwater 

projects. “Exploration wells in deepwater will be perfectly 

suited for the introduction of this new technology to 

Mexico. As it is a brand new exploration area for Pemex 

there is currently very little information on the geology, 

and so it will be very important to gather as much data 

as possible when drilling exploratory wells. This new 

technology provides much more data on the geology of 

wells than existing core analysis techniques. We feel that 

Pemex will be more open to adopting such a cutting-

edge technology where it will have the most impact. 

Additionally, budgets for deepwater exploration will be 

larger, which will make adopting the new technology a 

lot easier for Pemex. We hope that once we have proven 

the value of the technology to Pemex, they will be willing 

to adopt it in more exploration areas, including shallow 

water fields.” Having experience working at Shell’s 

Perdido development in the Gulf of Mexico, it will only 

be a small step to build the company’s capabilities in 

Mexico in order to implement the technology in Pemex’s 

deepwater fields.

The technique of analysing samples of reservoir rocks 

in order to learn more about a particular well is almost 

ubiquitous in the oil and gas industry. Known as core 

analysis, the process involves taking a cylindrical sample 

of rock, normally from the side of a drilled oil or gas well. 

After removing it from the well, the rock is then partitioned 

into smaller samples known as core plugs, which are 

typically 2.5cm in diameter and 7.5cm in length. After the 

extraction of these core plugs, engineers can analyse them 

to learn more about the geology of the well.

In order to obtain a core sample, operators must halt drilling 

activities so that the normal drill bit can be replaced with 

a rotary coring bit, which is similar to a conventional drill 

bit except for the fact that it has a hollow centre, known as 

the core barrel. This is designed so that the centre of the 

barrel remains stationary while the drill bit rotates, and is 

also designed to store core samples as they are collected. 

Because drilling must stop for core samples to be taken, 

the process is relatively expensive and normally only 

conducted when drilling has to be stopped anyway.

Once engineers have collected the sample, it can be analysed. 

Core analysis allows geologists to define the porosity and 

permeability of the rock at di�erent well depths, as well as 

the level of fluid saturation and grain density, all four of which 

are key factors in better understanding the conditions of a 

well and its potential productivity.

The types of cores provided by this type of sampling 

can range in size from 5cm to 13cm in diameter and 

approximately 6m to 122m in length. There are four main 

types of core: full-diameter cores, oriented cores, native 

state cores and sidewall cores. While oriented cores are 

taken with a special e�ort to contain all the fluids of the 

rock, sidewall coring is usually taken in small bullet-shaped 

pieces from the sides of the well. 

In recent years, there have been advances in the analysis 

of core samples. One of the companies leading the way in 

bringing this technology to Mexico is DTK Group, a well 

services company. John Lawrence, DTK’s Director, explains 

that the company’s value proposition is based on a mix 

of specialists that understand both the geology of Mexico 

and the technology they are using for core analysis. Using 

this human resource base, the company has successfully 

introduced sophisticated core analysis to the Mexican 

market. “Sophisticated core analysis is very important 

for enhanced oil recovery and increasing or maintaining 

production in declining fields, which makes it a key 

technology for Mexico given Pemex’s current strategic 

priorities,” Lawrence explains. 

fluid flow and pore scale, recreating the natural processes 

of sedimentary rock formation in a digital format, from 

sedimentation to compaction and diagenesis. This can 

then be used to simulate multiphase flow properties in 

order to obtain capillary pressure curves or assess the 

relative permeability of the reservoir. 

There are di�ering perspectives on how e-core technology 

will impact the market for conventional core analysis 

technologies. While some expect it will one day replace the 

traditional technique, Dennis is among those who believe 

that the two technologies will complement each other 

perfectly. Pointing to the Mexican example of Cantarell, 

where oil can be produced from 1,800m to 5,000m, Dennis 

explains that with conventional core analysis, only a few 

samples are taken from the wells, as physically drilling 

many samples is cost prohibitive. By taking good cutting 

samples, e-core analysis can help to fill the gaps between 

cores, and extend coverage and analysis to the entire 

spacing. Combining traditional core analysis with e-core 

analysis would allow geologists to calibrate their readings 

and bring more accurate information to the operator on 

well conditions. 

John Lawrence, director of DTK Group, hopes that e-core 

technology will be an important new technique that his 

company can bring to the Mexican market, particularly 

given the amount of emphasis Pemex is placing on 

increasing productivity and examining secondary and 

tertiary recovery techniques at its wells. “A better 

understanding of the geology will be key to boosting 

productivity. This technology, combined with existing core 

analysis techniques, will help Pemex to achieve this. By 

understanding the geology of their fields better, Pemex will 

be able to make better decisions about how to proceed.”

When the Society of Petroleum Engineers (SPE) holds 

a convention in order to discuss a new technology, it is 

normally a sign that the technology will be an important 

development for the oil and gas industry, says Kevin 

Dennis, a Manager at DTK Group. This was exactly what 

happened for new e-core analysis technology. “If the SPE is 

already setting the trend by talking about this technology, 

then it means that there will be a large number of experts 

in all parts of the world eager to try this technology. I do 

not think it will be long until we start to see e-core analysis 

cropping up all over the world.”

Three companies in di�erent parts of the world are working 

to develop e-core analysis technology: Digitalcore in 

Australia, Numerical Rocks in Norway, and Ingrain in the US. 

The technology varies slightly from company to company, but 

the premise remains the same. Using CT scanning and other 

electronic analysis techniques, the technology examines the 

rock condition in a well at a microscopic level, and creates 

a permanent digital record of the geology that can easily 

be shared and processed. Having digital information on 

the entire structure of a well, rather than only a few core 

samples, helps operators make better-informed decisions 

based on geology. These companies are currently o�ering 

both technical e-core services and software packages to the 

oil and gas industry. Statoil, the Norwegian NOC, has now 

approved the use of Numerical Rocks e-core technology 

across the company, a major step forward for proponents of 

this technology.

It is the computer simulation technology that really 

makes e-core analysis unique. From the laboratory, e-core 

analysis companies are able to electronically model the 

properties of the reservoir rock from either a thin section 

image or 3D images. Software then creates simulations of 

INTRODUCING E-CORE TECHNOLOGY
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at the Cantarell field was ambitious, to say the least. In 

1997, Pemex awarded the contract for a nitrogen plant to 

Compañía de Nitrógeno de Cantarell (CNC), a consortium 

of five companies: BOC Gases, Marubeni, Westcoast 

Energy, ICA Fluor and Linde, with the former leading the 

group. Built over 30 hectares, the four processing units 

each generated 300 Mcf/day of high purity nitrogen. 

Nitrogen was generated then compressed.

In order to utilize compressed nitrogen at the Cantarell 

field, it was piped over 85km to Pemex’s nitrogen injection 

platform, an eight-leg platform that injected nitrogen 

through seven injection wells drilled to around 1,400m. 

The nitrogen injection plant was over ten times the size of 

the plant it replaced as the world’s largest. From the start 

of its operating life in 2000, the plant served to boost 

production at Cantarell from 1 million bbl/day to 1.6 million 

at its first utilization, reaching 1.9 million bbl/day in 2002. In 

2004, production hit its historical peak of 2.1 million bbl/day,  

at that time the world’s second most productive field. After 

Cantarell began its decline, some of the nitrogen produced 

at the plant was piped to Ku-Maloob-Zaap in order to boost 

production at Mexico’s second-largest producing field.

Nitrogen was originally chosen over water injection for 

pressure maintenance. Pemex believed that, due to the 

field’s fractured nature, water injection would risk watering 

Nitrogen injection is one of many methods oil and gas 

companies have at their disposal for enhancing recovery 

at mature fields. The technical definition of enhanced oil 

recovery (EOR) is a reduction of oil saturation below the 

residual oil saturation. High oil viscosity can often require 

EOR be used as a primary tool to recover reserves, but for 

many fields EOR techniques are applied in order to boost 

secondary recovery. 

EOR techniques become more challenging when applied 

o�shore. Firstly, large well spacing compared to onshore 

poses an interesting logistical challenge of applying EOR 

techniques. Additionally, any EOR method must take into 

account the space available on production platforms for 

equipment installation and the higher investment costs.

Nitrogen injection has been used as an EOR method with 

great success at the Cantarell field. Pemex realized that 

nitrogen injection would be needed at Cantarell when the 

oil-gas contact level moved up to the position of 1,930m, 

and the water-oil contact moved to 480m from the original 

position of 3,200m. Reservoir pressure had dropped 60% 

to less than 1,520 psia from original pressure of 3,800 psia 

by 1996, and well productivity had dropped to 25%. If 

reservoir pressure were not stabilized, large amounts of oil 

would remain unrecoverable. 

The strategy for developing nitrogen injection capabilities 

out producing wells in other parts of the field: a process 

called ‘water fingering’, in which water reaches the well 

before the oil. As a result, gas injection was considered the 

best option to restore the reservoir pressure. 

Pemex performed a gas injection test at Cantarell in order 

to confirm the number and location of injection platforms 

needed. The company also aimed to assess necessary 

injection pressure at the wellhead, as well as the direction 

and angle of the new wells to be drilled.

A number of di�erent types of gas can be used for 

increasing reservoir pressure including: natural methane 

gas, carbon dioxide, nitrogen and flue gas. Until 1970, 

natural gas was the primary tool for EOR, but after this 

date it simply became too expensive to use the gas for 

reinjection; it could instead be processed and sold. After 

running tests to ascertain the e�ects of using natural gas, 

Pemex determined that it would require 10%-20% more 

volume than nitrogen to produce the same results. The 

demand for natural gas in Mexico was an additional factor 

in deciding against its use for reinjection. 

Pemex furthermore decided that CO2 would not be 

e�ective at the Cantarell field, as the pressure in the 

field was so low that the company feared carbon dioxide 

would not be miscible with the oil. In CO2 injection, gas is 

collected from reservoirs and transported to the well by 

pipeline. Unfortunately, there were no reserves of the gas 

close to the Cantarell field, which made the proposition of 

CO2 injection costly; the gas would have to be recovered 

from turbine exhaust or flue gas streams. Because CO2 has 

a lower compressibility and greater density than nitrogen, 

Pemex would have required larger injection wells and 

potentially even more injection platforms. 

Nitrogen was eventually chosen for its advantages over other 

gases, including its non-corrosiveness and the fact that it does 

not contribute to the greenhouse e�ect if released into the 

atmosphere. However, nitrogen injection has also been seen 

as having a negative impact on Cantarell’s high gas flaring 

levels, as the nitrogen-rich associated natural gas surpasses 

Pemex’s processing capacity. The CNH issued regulations 

in 2009 on reducing gas flaring in Mexico, and especially in 

Cantarell. Pemex reduced the average gas flaring level in the 

Cantarell field considerably from 281 Mcf/day in 2010 to 132.6 

Mcf/day during the first 11 months of 2011. The cost of the 

nitrogen being produced for use in the Mexican sector of the 

Gulf of Mexico is US$0.36/Mcf. 

Elsewhere around the world, nitrogen injection will be 

used for enhanced oil recovery at ACDO’s Habshan oil field 

in Abu Dhabi. The US$160 million contract for the nitrogen 

gas injection plant was won by Samsung in February 2012, 

and will be capable of injecting 600 Mcf/day. The plant is 

expected to be completed by August 2014.
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natural gas was the primary tool for EOR, but after this 

date it simply became too expensive to use the gas for 

reinjection; it could instead be processed and sold. After 

running tests to ascertain the e�ects of using natural gas, 

Pemex determined that it would require 10%-20% more 

volume than nitrogen to produce the same results. The 

demand for natural gas in Mexico was an additional factor 

in deciding against its use for reinjection. 

Pemex furthermore decided that CO2 would not be 

e�ective at the Cantarell field, as the pressure in the 

field was so low that the company feared carbon dioxide 

would not be miscible with the oil. In CO2 injection, gas is 

collected from reservoirs and transported to the well by 

pipeline. Unfortunately, there were no reserves of the gas 

close to the Cantarell field, which made the proposition of 

CO2 injection costly; the gas would have to be recovered 

from turbine exhaust or flue gas streams. Because CO2 has 

a lower compressibility and greater density than nitrogen, 

Pemex would have required larger injection wells and 

potentially even more injection platforms. 

Nitrogen was eventually chosen for its advantages over other 

gases, including its non-corrosiveness and the fact that it does 

not contribute to the greenhouse e�ect if released into the 

atmosphere. However, nitrogen injection has also been seen 

as having a negative impact on Cantarell’s high gas flaring 

levels, as the nitrogen-rich associated natural gas surpasses 

Pemex’s processing capacity. The CNH issued regulations 

in 2009 on reducing gas flaring in Mexico, and especially in 

Cantarell. Pemex reduced the average gas flaring level in the 

Cantarell field considerably from 281 Mcf/day in 2010 to 132.6 

Mcf/day during the first 11 months of 2011. The cost of the 

nitrogen being produced for use in the Mexican sector of the 

Gulf of Mexico is US$0.36/Mcf. 

Elsewhere around the world, nitrogen injection will be 

used for enhanced oil recovery at ACDO’s Habshan oil field 

in Abu Dhabi. The US$160 million contract for the nitrogen 

gas injection plant was won by Samsung in February 2012, 

and will be capable of injecting 600 Mcf/day. The plant is 

expected to be completed by August 2014.

C-0018, Mexico Oil & Gas Review (2012)
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GAS FLARING & VENTING MEXICO W/O CANTARELL GAS FLARING & VENTING CANTARELL

MICROTURBINES UTILIZING
UNPROCESSED ASSOCIATED GAS

Juan Carlos Hernández Nájera, 
Director General of Industrias 
Energéticas

wastes a valuable resource. In the past, associated gas 

was seen simply as a hurdle to achieving optimum oil 

production. However, given the potential today of using 

associated gas for enhanced oil recovery programmes, and 

the drop in technology costs to harness associated gas, it 

is no longer a mere inconvenience to dispose of.

With Mexico holding the 2010 United Nations Climate 

Change Conference, reduction of the country’s gas flaring 

became a political priority. Although gas flaring only 

represents around 1% of global carbon emissions, this 

amount equals about 1/3 of Europe’s annual demand for 

gas. At its 2008 peak, Pemex flared as much gas as Poland 

consumed during the entire year. 

As the Cantarell field has matured, Pemex has produced 

more and more associated gas. The company faced two 

choices: either slow production to bring flaring down to 

specified limits, or maintain oil production and flare the 

gas. In many cases, one of the biggest issues is out-dated 

infrastructure built at a time when natural gas was seen 

more as a burden than a resource. The large figures have 

also been blamed on the high nitrogen content in the gas 

produced at Cantarell (which makes processing more 

challenging), as well as operational problems regarding 

Gas flaring has seen a resurgence in Mexico in recent 

years. From 2001 to 2005, gas flaring was reduced from 

171.4 Bcf to only 75.8 Bcf. Pemex states that this reduction 

trend was associated with the incremental improvement 

of compression capacity at its production sites. But from 

2006 onwards, flaring once again skyrocketed, reaching a 

peak of 525 Bcf in 2008, and in 2009 stood at 481.5 Bcf 

flared. Pemex puts this huge increase in gas flaring down 

to increased production in the oil-gas transition zone, and 

the increased need to send sour gas to the burners. 

By far the most di�cult region for Pemex to face the 

challenge of reducing gas flaring is at Cantarell, which 

accounted for 85% of the company’s flaring and venting 

in 2009, with only 10% coming from other E&P activities.

Flaring causes environmental hazards that have both global 

and local implications. The burning of natural gas releases 

carbon dioxide (CO2) and methane (CH4), greenhouse 

gases responsible for increasing the planet’s temperature. 

Additionally, it is believed that on a local level, the flaring 

of gas can cause local environmental problems, such as 

acid rain. 

As well as the environmental implications, flaring also 

flared in Cantarell in the first 11 months of 2011. For the 

same period of time, once the gas flared in the rest of the 

fields is added, the average national gas flaring volumes 

amounts to 259 Mcf/day (7.3 Mcm/day). In comparison, 

the average gas flaring volume in Cantarell during 2010 

was 281 Mcf/day (7.96 Mcm/day).

In order to address the problem, Pemex announced it would 

invest US$2.4 billion in a programme to reduce emissions. 

Figures from 2010 showed that Pemex had managed 

to reduce its flaring by more than 50% as compared to 

2008; it as a welcome achievement in time for the COP16 

conference which took place in Cancun that year. The plan 

involves updating facilities and reinjecting gas into the 

fields in order to cap gas flaring at 2% of output by 2012. 

Despite its gas flaring problem, Mexico is by no means the 

world’s worst o�ender. The World Bank’s figures for 2010, 

collected from satellite data, place Russia as the country 

that flared the highest volume of gas: 1.2 Tcf. Russia stands 

a long way ahead of Nigeria, in second place, which flared 

536.8 Bcf of natural gas in 2010. Mexico was 11th in the 

world in the same year, flaring 88.3 Bcf, ahead of Iran, 

Iraq, Algeria, Angola, Kazakhstan, Libya, Saudi Arabia  

and Venezuela. 

the available o�shore compression equipment. 

It was the newly-created CNH, Mexico’s oil and gas 

regulator created by the 2008 Energy Reform, that has led 

the country’s drive to reduce the occurrence of gas flaring. 

In 2008, the amount of gas flared in Mexico equalled 17% 

of the country’s total annual gas production. In order to 

reduce carbon emissions and improve e�ciency, the 

CNH demanded that Pemex reduce this figure to 2% of 

production by 2012, and 0.6% by 2024. 

Commentators viewed this confrontation between the 

CNH and Pemex as the first real test of the new regulator’s 

authority. They also worried that with an issue like gas 

flaring it would be very easy for Pemex simply to ignore 

the regulator’s wishes; given the huge need to increase 

production in Mexico, environmental concerns would take 

a back seat. It seems that initial doubts were unfounded; 

Pemex indeed launched a strategy to reduce its flaring, 

and so far the results seem promising. According to the 

CNH, the utilization level of gas in Cantarell has increased 

from 79% to 96.5%, from the time the CNH issued the 

regulation to reduce gas flaring in 2009 until October 2011. 

For 2012, the CNH requirements for the average annual 

gas utilization in Cantarell is 97.5%. In terms of volume, 

an average of 132.6 Mcf/day (3.75 Mcm/day) of gas was 

Power generation in remote locations is one of the many challenges that oil and gas companies 

must face in their upstream operations. Traditionally, diesel generators have been used to power 

rigs, platforms and transmission stations. An alternative to these generators is gas-powered 

microturbines. US company Capstone has installed 55 microturbines for Pemex to date, with 

around 20 of these turbines installed at the NOC’s o�shore platforms.

Some of these microturbines have only one moving part with no gearbox, which makes maintenance 

extremely simple and cost-e�ective compared to diesel generators. Industrias Energéticas is the 

exclusive distributor of Capstone’s microturbines in the Gulf of Mexico and the company’s main 

partner in Mexico. Juan Carlos Hernández Nájera, Director General of Industrias Energéticas, explains 

that, “The main advantage of a microturbine is its reliability, and the other is less maintenance. With this type of equipment, the 

first maintenance has to be provided after the first 8,000 hours. With diesel generators, you have to provide maintenance after 

every 700 hours, and it is a lengthy process because the lubricant and spare parts have to be changed, which can take up to four 

days. After the first 8,000 hours, Capstone microturbines only need 8-12 hours for their maintenance service.”

For the specific use of the oil and gas industry, Capstone manufactures microturbines that can utilize unprocessed wellhead 

gas. These microturbines use no oil, lubricants, coolants or other hazardous materials, eliminating the need for the materials’ 

transport and storage. The generators- Capstone’s C30, C65 and C200 models - use flare gas and economic site gas to 

generate power. These generators can be used for exploration and production operations, but also for gas storage and 

transmission facilities. Some of the major oil and gas companies that utilize Capstone turbines include Shell, Chevron, 

Gazprom, Petrobras, and ExxonMobil.

Despite Capstone turbines costing around 30%-40% more on initial outlay, Hernández Nájera says that Pemex is keen to 

adopt these turbines because of the long-term value proposition that they o�er, as well as the fact that they can help reduce 

emissions and flaring. The potential for further installations is high, as Pemex has around 400 platforms where microturbine 

technology could be used.
Source: CNH

C-0018, Mexico Oil & Gas Review (2012)
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Director General of Industrias 
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wastes a valuable resource. In the past, associated gas 

was seen simply as a hurdle to achieving optimum oil 

production. However, given the potential today of using 

associated gas for enhanced oil recovery programmes, and 

the drop in technology costs to harness associated gas, it 

is no longer a mere inconvenience to dispose of.

With Mexico holding the 2010 United Nations Climate 

Change Conference, reduction of the country’s gas flaring 

became a political priority. Although gas flaring only 

represents around 1% of global carbon emissions, this 

amount equals about 1/3 of Europe’s annual demand for 

gas. At its 2008 peak, Pemex flared as much gas as Poland 

consumed during the entire year. 

As the Cantarell field has matured, Pemex has produced 

more and more associated gas. The company faced two 

choices: either slow production to bring flaring down to 

specified limits, or maintain oil production and flare the 

gas. In many cases, one of the biggest issues is out-dated 

infrastructure built at a time when natural gas was seen 

more as a burden than a resource. The large figures have 

also been blamed on the high nitrogen content in the gas 

produced at Cantarell (which makes processing more 

challenging), as well as operational problems regarding 

Gas flaring has seen a resurgence in Mexico in recent 

years. From 2001 to 2005, gas flaring was reduced from 

171.4 Bcf to only 75.8 Bcf. Pemex states that this reduction 

trend was associated with the incremental improvement 

of compression capacity at its production sites. But from 

2006 onwards, flaring once again skyrocketed, reaching a 

peak of 525 Bcf in 2008, and in 2009 stood at 481.5 Bcf 

flared. Pemex puts this huge increase in gas flaring down 

to increased production in the oil-gas transition zone, and 

the increased need to send sour gas to the burners. 

By far the most di�cult region for Pemex to face the 

challenge of reducing gas flaring is at Cantarell, which 

accounted for 85% of the company’s flaring and venting 

in 2009, with only 10% coming from other E&P activities.

Flaring causes environmental hazards that have both global 

and local implications. The burning of natural gas releases 

carbon dioxide (CO2) and methane (CH4), greenhouse 

gases responsible for increasing the planet’s temperature. 

Additionally, it is believed that on a local level, the flaring 

of gas can cause local environmental problems, such as 

acid rain. 

As well as the environmental implications, flaring also 

flared in Cantarell in the first 11 months of 2011. For the 

same period of time, once the gas flared in the rest of the 

fields is added, the average national gas flaring volumes 

amounts to 259 Mcf/day (7.3 Mcm/day). In comparison, 

the average gas flaring volume in Cantarell during 2010 

was 281 Mcf/day (7.96 Mcm/day).

In order to address the problem, Pemex announced it would 

invest US$2.4 billion in a programme to reduce emissions. 

Figures from 2010 showed that Pemex had managed 

to reduce its flaring by more than 50% as compared to 

2008; it as a welcome achievement in time for the COP16 

conference which took place in Cancun that year. The plan 

involves updating facilities and reinjecting gas into the 

fields in order to cap gas flaring at 2% of output by 2012. 

Despite its gas flaring problem, Mexico is by no means the 

world’s worst o�ender. The World Bank’s figures for 2010, 

collected from satellite data, place Russia as the country 

that flared the highest volume of gas: 1.2 Tcf. Russia stands 

a long way ahead of Nigeria, in second place, which flared 

536.8 Bcf of natural gas in 2010. Mexico was 11th in the 

world in the same year, flaring 88.3 Bcf, ahead of Iran, 

Iraq, Algeria, Angola, Kazakhstan, Libya, Saudi Arabia  

and Venezuela. 

the available o�shore compression equipment. 

It was the newly-created CNH, Mexico’s oil and gas 

regulator created by the 2008 Energy Reform, that has led 

the country’s drive to reduce the occurrence of gas flaring. 

In 2008, the amount of gas flared in Mexico equalled 17% 

of the country’s total annual gas production. In order to 

reduce carbon emissions and improve e�ciency, the 

CNH demanded that Pemex reduce this figure to 2% of 

production by 2012, and 0.6% by 2024. 

Commentators viewed this confrontation between the 

CNH and Pemex as the first real test of the new regulator’s 

authority. They also worried that with an issue like gas 

flaring it would be very easy for Pemex simply to ignore 

the regulator’s wishes; given the huge need to increase 

production in Mexico, environmental concerns would take 

a back seat. It seems that initial doubts were unfounded; 

Pemex indeed launched a strategy to reduce its flaring, 

and so far the results seem promising. According to the 

CNH, the utilization level of gas in Cantarell has increased 

from 79% to 96.5%, from the time the CNH issued the 

regulation to reduce gas flaring in 2009 until October 2011. 

For 2012, the CNH requirements for the average annual 

gas utilization in Cantarell is 97.5%. In terms of volume, 

an average of 132.6 Mcf/day (3.75 Mcm/day) of gas was 

Power generation in remote locations is one of the many challenges that oil and gas companies 

must face in their upstream operations. Traditionally, diesel generators have been used to power 

rigs, platforms and transmission stations. An alternative to these generators is gas-powered 

microturbines. US company Capstone has installed 55 microturbines for Pemex to date, with 

around 20 of these turbines installed at the NOC’s o�shore platforms.

Some of these microturbines have only one moving part with no gearbox, which makes maintenance 

extremely simple and cost-e�ective compared to diesel generators. Industrias Energéticas is the 

exclusive distributor of Capstone’s microturbines in the Gulf of Mexico and the company’s main 

partner in Mexico. Juan Carlos Hernández Nájera, Director General of Industrias Energéticas, explains 

that, “The main advantage of a microturbine is its reliability, and the other is less maintenance. With this type of equipment, the 

first maintenance has to be provided after the first 8,000 hours. With diesel generators, you have to provide maintenance after 

every 700 hours, and it is a lengthy process because the lubricant and spare parts have to be changed, which can take up to four 

days. After the first 8,000 hours, Capstone microturbines only need 8-12 hours for their maintenance service.”

For the specific use of the oil and gas industry, Capstone manufactures microturbines that can utilize unprocessed wellhead 

gas. These microturbines use no oil, lubricants, coolants or other hazardous materials, eliminating the need for the materials’ 

transport and storage. The generators- Capstone’s C30, C65 and C200 models - use flare gas and economic site gas to 

generate power. These generators can be used for exploration and production operations, but also for gas storage and 

transmission facilities. Some of the major oil and gas companies that utilize Capstone turbines include Shell, Chevron, 

Gazprom, Petrobras, and ExxonMobil.

Despite Capstone turbines costing around 30%-40% more on initial outlay, Hernández Nájera says that Pemex is keen to 

adopt these turbines because of the long-term value proposition that they o�er, as well as the fact that they can help reduce 

emissions and flaring. The potential for further installations is high, as Pemex has around 400 platforms where microturbine 

technology could be used.
Source: CNH

C-0018, Mexico Oil & Gas Review (2012)
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INTRODUCING PROGRESSIVE 
CAVITY PUMPS

Gustavo Pastrana Ángeles, Director General of SITEPP

COMBINING CHEMICAL AND 
ENGINEERING SOLUTIONS FOR EOR

to increase production dramatically in its geologically 

challenging projects like Chicontepec, where it is currently 

trying a number of di�erent EOR techniques.

One area where Dow considers itself an expert is in dealing 

with CO2-related challenges in the oil and gas industry. 

“Dow has been handling CO2 for decades, removing it 

as a contaminant from gas streams at refineries and gas 

processing facilities,” says Larry Ryan, General Manager 

of Oil and Gas at Dow Chemical explains. “By integrating 

our chemical knowledge of CO2 with our expertise in 

both oilfield chemistry and gas treatment, we can help 

produce solutions that not only stop CO2 from entering 

the environment, but also ‘put it to work’ – in a way that is 

beneficial to all parties.”

As well as pointing to the company’s Elevate solution, 

which puts CO2 to work by increasing energy supplied 

to EOR projects, Ryan also mentions Dow’s project in 

collaboration with Alstom Power, known as Advanced 

Amine CO2 Capture technology, which captures CO2 

from the flue gas of power plants. This technology is 

being used in Mexico, but Ryan believes there are more 

opportunities to better manage CO2 in the country, and 

as an example points to the fact that a pipeline to deliver 

CO2 to Midwest Texas for use in EOR processes is currently 

under discussion.

While many companies that provide enhanced oil recovery 

(EOR) technology to the oil and gas industry focus either 

on chemical or engineering solutions, Dow Oil & Gas is 

somewhat unique in that it can draw on experience in 

both fields in order to provide solutions. A prime example 

is Dow’s Elevate product, an EOR conformance solution, 

designed to increase production from mature wells while 

reducing operator cost. Elevate combines engineering 

expertise through reservoir modelling with chemical 

innovations to stimulate recovery. These chemical solutions 

comprise of ‘foams’ of CO2, fluid and water to alter the 

mobility and increase vertical conformance; this helps 

decrease CO2 utilization rates and ultimately gets more oil 

moving up the pipe. 

As well as Elevate, Dow introduced two other products 

at the Petroleum Exhibition and Conference of Mexico 

in October 2010 focused on addressing challenges in 

unconventional drilling environments, scale build-up during 

production, and declining oil and gas reserves. The first of 

these was Embark, a rheology modifier and drilling fluid 

base, designed for high pressure and high temperature 

environments. The second was Accent, designed to help 

address scale build-up during production, which can often 

prove costly to remove. Mexico is a market where these 

products could play an important role, as Pemex looks 

“AFTER RUNNING A TEST AT THE TIERRA 

BLANCA FIELD, PRODUCTION AT THE 

WELL INCREASED BY 30% AND GAS 

FLARING WAS COMPLETELY ELIMINATED”

In an e�ort to introduce its technology into Mexico, 

SITEPP has run two field demonstrations for Pemex in 

order to prove the advantages of its pumps. The first field 

demonstration took place at KMZ on a platform where 

Schlumberger was supplying pumping equipment to 

Pemex. Onshore, SITEPP tested their pumping solution 

at Chicontepec’s Tierra Blanca field. Here, production 

was increased by 30%, and gas flaring was completely 

eliminated. The company’s aim at Chicontepec is to build 

a network of pumps that will be able to pool all of the 

company’s associated gas and transmit it to one receiving 

station, where the levels of gas collected would make 

processing a viable option for Pemex. 

Pastrana Ángeles says SITEPP’s strategy has allowed 

it to capitalize on opportunities in Mexico despite the 

challenges of introducing automated solutions to Pemex. 

“We understand Pemex’s needs, and are constantly on 

the lookout for new technologies worldwide to meet 

them. The next step is seeking exclusivity of distribution 

rights in Mexico.  One thing that is critical for success is 

which technologies we can realistically implement with 

Pemex. For example, the labour union often opposes the 

introduction of new automated technologies. However, we 

understand the best way to sell such products to the NOC, 

which values benefits for its workers, and technological 

assistance and training that aids comprehension and 

acceptance of such new technologies. As a result, 

integration of automated equipment does not go as 

quickly at Pemex as it does with other operators around 

the world, but despite this, it is still happening.”

Bringing cutting edge pumping technology to the Mexican 

market has been a priority for Gustavo Pastrana Ángeles, 

Director General of SITEPP. The company partnered with 

Seepex, a German manufacturer of progressive cavity 

pumps, to introduce them to the Mexican oil market.

Progressive cavity pumps were initially created for the food 

industry. After developing their size and the construction 

materials, they were easily adapted to the oil industry’s 

needs. The pumps use positive displacement, generating 

exactly the amount of pressure needed in the well. This 

is managed through a pressure-monitoring computer 

that checks pressure and input/output through the 

pump, and makes adjustments accordingly. The pumps’ 

low shear is especially advantageous for the oil and gas 

industry because it ensures oil and water mixtures are not 

emulsified in the pump. The first Seepex pump was built in 

1972 in Bottrop, Germany. 

Aside from e�ciency increases, the pump also boasts 

multi-phase handling that is able to pump water, oil, 

gas, and even solids with up to 5cm diameter. As such, 

progressive capacity pumps can be used for drilling 

waste management, to move drilling waste to cleaning 

equipment. A Seepex pump’s flow rate is proportional 

to rotational speed, which allows plant operators of 

centrifuge feed duties to perform flow estimations where 

flow meters would normally clog. As the pumps can be 

integrated directly into cuttings handling systems, thereby 

saving space, these solutions can be particularly useful at 

o�shore installations, where space is restricted. Examples 

of integrated Seepex solutions include BTE range pumps 

with open hoppers and auger feed screws, located under 

shale shaker transport cuttings for feeding into a cuttings 

dryer, and BN/NS/N pumps to transport drilling mud from 

storage tanks into centrifuges.

Additionally, the multi-phase handling in progressive 

cavity pumps reduces gas flaring. “Imagine that you have 

an oilfield that produces maybe 100 bbl/day and 7 Mcf of 

gas. With that amount of gas, you should not invest in a 

compressor; it’s not economically e�cient. So usually, you 

would separate the oil and flare the gas,” Pastrana Ángeles 

says. “But with these pumps, you take the production 

to the next place, where other pipelines are arriving. So 

you have the volume to compress the gas and turn it into 

commercial gas.” The pumps are also fully self-priming, 

meaning no auxiliary devices are needed, and gas locking 

does not occur. In the oil and gas industry, applications 

for these pumps include the pumping of catalyst slurries, 

closed drain liquids, condensate, corrosion inhibitor, crude 

oil, drilling mud, produced water and refinery wastewater.
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INTRODUCING PROGRESSIVE 
CAVITY PUMPS

Gustavo Pastrana Ángeles, Director General of SITEPP

COMBINING CHEMICAL AND 
ENGINEERING SOLUTIONS FOR EOR
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with open hoppers and auger feed screws, located under 

shale shaker transport cuttings for feeding into a cuttings 
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storage tanks into centrifuges.
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an oilfield that produces maybe 100 bbl/day and 7 Mcf of 

gas. With that amount of gas, you should not invest in a 

compressor; it’s not economically e�cient. So usually, you 

would separate the oil and flare the gas,” Pastrana Ángeles 

says. “But with these pumps, you take the production 

to the next place, where other pipelines are arriving. So 

you have the volume to compress the gas and turn it into 

commercial gas.” The pumps are also fully self-priming, 

meaning no auxiliary devices are needed, and gas locking 

does not occur. In the oil and gas industry, applications 

for these pumps include the pumping of catalyst slurries, 

closed drain liquids, condensate, corrosion inhibitor, crude 
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purchased in advance, and the completion of the project 

depends entirely on the weather conditions, which in the 

Gulf of Mexico are never entirely predictable. We have 

spent a lot of time on pipeline projects simply waiting 

for the weather to clear up so that we can start work.” In 

order to make the process more streamlined and e�cient, 

Oceanografía is putting an agreement in place to partner 

with one of the world’s leading pipeline constructors, 

which will increase the project capacity of the company 

and make large projects run smoother and faster as a 

result of incorporating international best practices into  

the business. 

Robert Cheves, Vice President of Latin America for Cal 

Dive International, espouses the view that the pipelaying 

market has slowed down in the last two to three years, 

with only four projects going to tender, and attributes this 

slowdown to Pemex’s focus on preparing and introducing 

its integrated service contracts. Since Pemex released the 

integrated service contract model at the end of 2010, four 

pipeline installation contracts were awarded (for more 

information, see the overview on the opposite page).

He also makes it clear that in terms of project capacity 

in the Campeche basin, it is often very easy to work out 

which company will be able to manage upcoming projects. 

“Some contracts are better suited to one company than to 

others. For example, the contract for the installation of a 

50cm subsea pipeline in the Abkatún field in 24m water 

depths was perfectly suited to Cal Dive International’s 

capabilities. For other projects, such as those in water 

depths of up to 75m, other companies have better suited 

resources. Cal Dive International could manage such 

a project, but we would be stretched to our maximum 

depth given the pipelaying vessels and assets we will have 

available at the time of the tender. This is a key aspect 

of the tendering process: a vessel named on a bid cannot 

currently be in use at another project, which means that 

by looking at our order book and the books of the other 

companies that are likely to compete on the tenders, it is 

easy to assess which companies have the assets needed 

to win the bid and complete the project.” Cheves explains 

that Cal Dive International does have deepwater vessels 

that could be used in Mexico for pipelaying projects, but 

they are currently working on projects in the US sector of 

the Gulf of Mexico.

Although pipeline projects have slowed down, they have 

not stopped completely. In May 2011, J Ray McDermott was 

awarded a pipeline laying contract with Pemex valued at 

around US$50 million, to lay three pipelines of diameters 

between 20cm and 50cm in the Campeche basin. While 

Stephen Johnson, McDermott’s Chairman, President and 

Chief Executive O�cer was pleased to see his company 

working for Pemex on the o�shore pipeline engineering, 

fabrication and installation again, Robert Cheves questions 

whether his competitor can turn a profit based on the low 

bid that won the contract. Since the beginning of 2011, Cal 

Dive was awarded three pipeline installation contracts, 

making it the most successful participant in pipeline 

installation tenders.

Connecting every piece of o�shore infrastructure in the 

Mexican sector of the Gulf of Mexico through a pipeline 

system was never going to be an easy prospect, but 

as the number of platforms has multiplied, so has the 

challenge of laying pipelines to connect them to onshore 

and o�shore storage. Today, a labyrinth of pipelines lies 

on the Mexican seabed, particularly concentrated around 

Pemex’s most productive shallow water projects, Cantarell 

and Ku-Maloob-Zaap, in the Campeche basin.

There are several companies working in Mexico that have 

the capabilities and focus to deliver on these pipeline 

projects that Pemex requires to connect its o�shore 

infrastructure to the rest of the value chain. Amado Yañez 

Osuna, Director General of Oceanografía, a company 

specialized in providing o�shore services to the Mexican 

oil and gas industry, explains that “pipelaying projects 

are not easy, because they require so much investment in 

barges, equipment and personnel. Everything has to be 

| SUBSEA PIPELINE CONSTRUCTION

EXPANDING LABYRINTH OF PIPELINES, 
RISERS, AND RELATED INFRASTRUCTURE

PIPELINE CONTRACTS AWARDED 
SINCE THE BEGINNING OF 2011
MARCH 5TH, 2012: CAL DIVE INTERNATIONAL WAS AWARDED A US$46 MILLION CONTRACT

Pemex contracted Cal Dive International for the installation of a 50cm subsea pipeline in 73m water depth in the Abkatún Pol 

Chuc field. After being awarded a second contract in Mexico, Cal Dive International’s aggregate expected revenue in Mexico 

for 2012 reached approximately US$70 million, making the country a very important market for the company this year. Work 

is expected to begin in the second quarter of 2012. 

OCTOBER 26TH, 2011: CAL DIVE INTERNATIONAL WAS AWARDED A US$27 MILLION CONTRACT

Following the announcement that Cal Dive International had been awarded a contract by Pemex for the installation of a 20cm 

subsea pipeline in the Abkatún Field in 47m water depth, Quinn Hébert, President and Chief Executive O�cer, stated, “We 

are pleased to announce our first contract win in Mexico for 2012. We expect 2012 to be a very active year in Mexico as the 

capital spending by Pemex is expected to be at a higher level than in recent years.” The o�shore construction is expected to 

commence in April 2012.

MAY 31ST, 2011: MCDERMOTT WAS AWARDED A US$50 MILLION CONTRACT

McDermott was awarded a contract for the procurement, construction and installation of three oil and gas pipelines ranging 

from 20cm-50cm in the Bay of Campeche. The pipelines will run from the Kambesah Wells Recoverer Structure to the Kutz 

TA platform and Ixtoc-A platform, at a water depth of just under 52m. As well as fabricating and installing the pipelines, the 

company will also be responsible for the construction and installation of all associated risers, clamps and guards, as well as 

the subsea tie-in assembly and additional platform piping items, which will all be fabricated at J Ray McDermott’s Altamira 

manufacturing facility.

FEBRUARY 22ND, 2011: CAL DIVE INTERNATIONAL WAS AWARDED A US$24 MILLION CONTRACT

This contract involves the installation of a 50cm subsea pipeline in the Abkatún Field in 24m water depth, requiring the 

utilization two of Cal Dive’s key assets. 

Able to excavate sand, gravel, silt, rockdump, drill cuttings and firm clay, “mass flow excavators” 

provide a combination of non-contact excavation, real-time control and gyroscopic stability 

to successfully excavate in a variety of di�erent conditions. Alternatives to the excavation 

technology o�ered for example by British company Rotech to Pemex can be useful in a variety 

of circumstances and conditions, but due to the very large number of pipeline crossings 

in the Campeche basin, this particular technology is an apt solution for Mexican shallow  

water projects.

Rotech has three di�erent excavation tools, which can all be deployed with the use of a crane, 

and A-frame or davit, or from a drill string. The R2000 excavator can additionally be deployed 

by attaching it to the jib of a tracked excavator for work in shallow waters. The R2000, 

T8000 and T4000, di�erent models of excavators, all have an extremely small deck footprint, 

allowing for deployment on a number of di�erent vessels, from DSVs to barges, supply boats 

and jackup rigs. The largest of the excavators, the T8000, only has a 10m x 10m deck footprint. 

The excavators also use an o�-bottom technique, which means there is no requirement to 

make contact with the pipeline, structure or other target. This makes the excavators suitable 

for work on live pipelines, wellheads or other sensitive infrastructure. As José Luís Oviedo, Country Manager of Rotech Mexico, 

explains, “Our T-shaped system has two turbines on top, which suck water in to create a water flow of 8000 litres per second. 

What di�erentiates us from other subsea excavation systems is that the water does not come out under pressure; we can 

move a large volume of material with water flow so we don’t hit subsea structures with pressure or vibration.” Additionally, 

the excavators can be used in both shallow and deepwater conditions. Also, multibeam sonar images allow the excavation to 

be monitored in realtime. In 2010, Rotech’s excavators were used to trench two pipelines for Pemex at Cantarell, reaching a 

drilling rate of 1.27m/minute with the use of a Twin T8000. An average for the company in the Campeche basin is 1m/minute, 

which translates to an average 600m-800m/day, and up to 1.3km/day under the right conditions. 

PIPELINE TRENCHING TECHNOLOGY
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OIL PRODUCTION IN KU-MALOOB-ZAAP

Location
Pemex northeast marine region,
Bay of Campeche

Distance from shore
105km from Ciudad del Carmen

Fields
Ku, Maloob, Zaap, Bacab, Lum  
and Zazil-Ha

Year of discovery
Ku: 1980
Maloob: 1984
Zaap: 1991

Production peak
860,000 bbl/day in Dec 2011 

Production 2011 
842,000 bbl/day

Total investment until 2012
MX$908 billion (US$69 billion)

KU-MALOOB-ZAAP: OFFSETTING 
THE DECLINE AT CANTARELL

However, it is unclear how much longer the KMZ field will 

remain Pemex’s saviour with its high production. In 2010, 

Pemex indicated that KMZ was most likely entering its 

highest possible productivity rate, which would last some 

three years before beginning to decline. As demonstrated 

by the adjacent graph, Ku’s production started declining 

in 2008, Zaap reached its production plateau in 2009, and 

Maloob has been the main driver of production growth in 

recent years. 

In 2011, Ku’s annual production rate declined 8.0% from 

an average 338,000 bbl/day to 292,000 bbl/day. By 

December 2011, production in Ku had dropped to 292,000 

bbl/day. Over the same time period Zaap’s production 

rate increased 2.5%, rising from 274,000 bbbl/day to 

280,000 bbl/day, confirming that the field’s production 

plateau is currently stable while its 289,000 bbl/day 

could be an indicator of further upward potential. Last 

year’s production increase was mainly driven by Maloob, 

which witnessed a 10% growth in production from 

218,000 bbl/day to 243,000 bbl/day. By the end of last 

year, Maloob’s production already increased to 270,000 

bbl/day, an upward trends that needs to be continued to 

balance Ku’s decline and sustain the overall production in  

Ku-Maloob-Zaap.

CNH President Juan Carlos Zepeda Molina gives some 

insight into what can be expected in the coming years. 

“The CNH’s 2012 technical assessment of Ku-Maloob-

Zaap will examine whether production has in fact 

reached its peak at 860,000 bbl/day, and how the 

pressure is developing at the field. As Pemex continues 

pushing Maloob to increase production, one of the big 

concerns involving KMZ is the connectivity between the 

three fields, which are connected through an aquifer. 

This means that the pressure in some way is connected. 

day, rather than ramping up production as far as it will 

go. In order to achieve this plateau, Morales Gil explains 

that Pemex is applying many of the same techniques 

that are being used to keep Cantarell from declining 

too quickly, including nitrogen injection, drilling wells to 

avoid water and gas production, replacing gas lift with 

electronic submergible pumps (ESPs), and measuring the 

productivity of every single well in the complex. “You can 

visit Cantarell and KMZ today and you will find the same 

technologies in both fields. The di�erence you will find 

between the two fields is one of policy, not of technology,” 

says Morales Gil.

With Cantarell on the path to extinction, it could be 

that over-reliance on KMZ could lead to the same 

problems that the company faced once it was clear that 

Cantarell was on the decline, but for the next few years 

at least, KMZ will continue to be the lynchpin of Pemex’s  

production strategy.

A pressure reduction at Ku means that Pemex will not 

be able to keep pushing production at Maloob or even 

keep Zaap at a stable level in the long-term. This is a 

complex topic that requires much more study, but the 

principle holds. We cannot push production much 

further at Maloob and Zaap, and the question is how long 

will Maloob and Zaap be able to sustain their current 

production level if Ku continues to decline, and what will 

happen if the decline of Ku starts to accelerate? Mexico’s 

production rate for the next five years will come down 

to this, and I am concerned that the production of 

the whole asset has been pushed above the originally 

intended levels of production and this could deliver 

negative e�ects in the coming years.”

However, Carlos Morales Gil, Director General of Pemex 

E&P, denies that the NOC has pushed production levels at 

the expense of recovery factors, saying that the decision 

had been taken to keep KMZ at a plateau of 850,000 bbl/

Discovered in 1979, Ku-Maloob-Zaap (KMZ) became 

Pemex’s prime target for development in light of Cantarell’s 

decline, as KMZ contains 4.9 billion Boe, 18% of Mexico’s 

proven reserves excluding Cantarell, and is close enough 

to the Cantarell complex to share some infrastructure. 

KMZ is located o�shore, 105km northeast from Ciudad del 

Carmen in Campeche. It has a water depth of 100m and 

is comprised of the Ku, Maloob, Zaap fields, as well as the 

smaller Bacab, Lum and Zazil-Ha fields.

At Cantarell, nitrogen injection proved extremely successful 

when applied following the field’s production decline. 

However, after nitrogen injection had done its work at 

Cantarell, Pemex decided that further injection could risk 

damaging productivity. The company therefore decided to 

divert nitrogen from Cantarell to KMZ in order to boost 

production. In 2002, production at KMZ stood at 249,300 

bbl/day. The aim of the development plan was to reach 

a target of 800,000 bbl/day by 2011, but this target was 

actually reached in 2009. By December 2011, production 

at KMZ stood at 860,000 bbl/day, and was Pemex’s most 

productive field. 

Source: CNH

“THE DECISION HAD BEEN TAKEN TO KEEP KMZ AT A PLATEAU OF 850,000 BBL/

DAY, RATHER THAN RAMPING UP PRODUCTION AS FAR AS IT WILL GO”
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OIL PRODUCTION IN KU-MALOOB-ZAAP

Location
Pemex northeast marine region,
Bay of Campeche

Distance from shore
105km from Ciudad del Carmen

Fields
Ku, Maloob, Zaap, Bacab, Lum  
and Zazil-Ha

Year of discovery
Ku: 1980
Maloob: 1984
Zaap: 1991

Production peak
860,000 bbl/day in Dec 2011 

Production 2011 
842,000 bbl/day

Total investment until 2012
MX$908 billion (US$69 billion)

KU-MALOOB-ZAAP: OFFSETTING 
THE DECLINE AT CANTARELL
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had been taken to keep KMZ at a plateau of 850,000 bbl/

Discovered in 1979, Ku-Maloob-Zaap (KMZ) became 

Pemex’s prime target for development in light of Cantarell’s 

decline, as KMZ contains 4.9 billion Boe, 18% of Mexico’s 

proven reserves excluding Cantarell, and is close enough 

to the Cantarell complex to share some infrastructure. 

KMZ is located o�shore, 105km northeast from Ciudad del 

Carmen in Campeche. It has a water depth of 100m and 

is comprised of the Ku, Maloob, Zaap fields, as well as the 

smaller Bacab, Lum and Zazil-Ha fields.

At Cantarell, nitrogen injection proved extremely successful 

when applied following the field’s production decline. 

However, after nitrogen injection had done its work at 

Cantarell, Pemex decided that further injection could risk 

damaging productivity. The company therefore decided to 

divert nitrogen from Cantarell to KMZ in order to boost 

production. In 2002, production at KMZ stood at 249,300 

bbl/day. The aim of the development plan was to reach 

a target of 800,000 bbl/day by 2011, but this target was 

actually reached in 2009. By December 2011, production 

at KMZ stood at 860,000 bbl/day, and was Pemex’s most 

productive field. 

Source: CNH

“THE DECISION HAD BEEN TAKEN TO KEEP KMZ AT A PLATEAU OF 850,000 BBL/
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LESSONS LEARNED FROM 
CANTARELL’S PEAK AND CRASH

As the former Vice President of PEP, Guillermo Domínguez Vargas, Commissioner at 

the CNH and President of the Asociación de Ingenieros Petroleros de México (Mexican 

Petroleum Engineers Association - AIPM) oversaw some of the technologies and studies 

to inject nitrogen at Cantarell. “Even before we started injecting nitrogen, we knew what 

was going to happen to Cantarell. We knew that it was in decline, although maybe not 

to the extent it was in the end.” Domínguez Vargas believes that if the same situation 

happens at KMZ, it could spell big problems for Pemex, as they are not expecting a 

decline until around 2014 or 2015. “If KMZ starts declining in 2012 or 2013, it won’t exactly 

be a disaster, but it’s going to put more pressure on Pemex in terms of oil production. 

For example, if we lose half of Cantarell’s production, which would be another 150,000 bbl/day, there is nothing to replace 

that with, because Ku-Maloob-Zaap is already at its peak. If Ku-Maloob-Zaap starts declining two or three years from now, 

Pemex might not just be losing a field, but also missing its target by about 250,000 barrels, and there is nothing to replace 

that with.”

“In my opinion, KMZ has been better managed in general, because of what we have 

learned in Cantarell.  I wish that Pemex had found KMZ before Cantarell and been able to 

apply their knowledge the other way round. I am grateful for the lessons that have been 

learnt at Pemex’s largest field, particularly in terms of how to manage infrastructure at 

such a large o�shore field. While nitrogen injection started relatively late at Cantarell, 

and not with enough injection volume to manage the decline; this was not the case  

at KMZ.”

“KMZ is a reserve with similar characteristics to Cantarell,” says Horacio Méndez 

Villalobos, Country Manager of Weatherford Mexico, “which is why its exploitation has 

been managed in a similar way. Unfortunately, the accelerated exploitation rhythm of 

this field is maintained to comply with the production commitments demanded by the 

country, as Pemex sees KMZ as a replacement for Cantarell’s declining production. This 

could be a problem as this field cannot replace Cantarell, because it is a smaller reserve 

and if it continues to be exploited at this pace, similar to the way in which Cantarell was 

managed for years, its resources will quickly be exhausted, due to an early drawdown.”  

Méndez Villalobos says that new technologies can be applied in the drilling of the wells at KMZ that cause less damage 

during the drilling process and enable more e�ective production and therefore better accumulated production by well. “The 

nitrogen injection implemented at KMZ was based on the analysis of the results obtained in Cantarell. Emphasis can be put 

on the drilling of non-conventional wells to make the exploitation of the reservoir more e�cient in the medium and long term, 

improving the recovery factor. The refined methods in the static and dynamic characterization in Cantarell can be applied 

and even improved in KMZ in order to design better secondary recovery systems that prolong the field’s productive life. KMZ 

has to start being treated like a mature field to avoid its over-exploitation,” he says. 

Méndez Villalobos goes on to say that the best lesson Pemex can learn from Cantarell is that even a supergiant field has a 

critical level of exploitation, and says that exploitation of KMZ should not go beyond this level. However, new drilling, well 

completion and production technology developed since the first production at Cantarell may help to assuage the problem. 

Méndez Villalobos believes that technologies such as real time monitoring for analysis, follow up and control of the reservoir 

will help to bring a more sustainable production programme for KMZ, as will the introduction of smart wells, and more 

measurement of collection, distribution, separation, compression, pumping and fluid storage.
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HEAVY OIL CHALLENGE
“WE WILL SEE EXTRA HEAVY CRUDE PRODUCTION BEFORE WE SEE PRODUCTION 

FROM MEXICAN DEEPWATER ASSETS. IN ORDER FOR THIS TO BECOME A REALITY, 

THOUGH, WE HAVE TO RELY ON TECHNOLOGY”
- Edgar Rangel Germán, Commissioner at the CNH

move highlighted the projects’ marginal nature for Statoil. 

Despite the fact that recoverable reserves are estimated at 

600 million barrels, the company is willing to hold out for 

better financial conditions to develop its heavy oil projects. 

In Mexico, heavy oil has been a reality for many years. As 

a result, the CNH is confident that Pemex is experienced 

enough to deal e�ectively with the challenge of producing 

extra heavy oil. Edgar Rangel Germán, Commissioner at 

the CNH, says that, in the end, the Ku-Maloob-Zaap (KMZ) 

area, known for heavy oil production, will prove a firm 

knowledge base for Pemex’s foray into extra-heavy crude 

production. “All the knowledge that Pemex has gained 

from its history of dealing with heavy oil both onshore and 

in shallow waters will be applied to developing these extra 

heavy oil fields, and the crude will become an important 

part of the Mexican oil basket. There is still everything to 

be done in terms of development, but I guarantee that this 

will happen, and we will see extra-heavy crude production 

before we see production from Mexican deepwater assets. 

In order for this to become a reality, we have to rely on 

technology. The demand for such technology is present in 

all parts of the world, from Canada and the US, to Mexico, 

Venezuela and Colombia, so I am confident in the fact that 

developing this technology will be a priority for leading 

international oilfield service companies and operators. 

By combining this technology with Pemex’s experience 

of drilling for heavy oil in shallow waters, we will  

be successful.”

Rangel Germán believes that due to the opportunities 

a�orded by integrated service contracts, a partnership 

with an international company to develop these heavy 

oil reserves might be an option. However, rather than 

heavy oil being a technological concern for Pemex, 

execution capability may stop the NOC from developing 

its reserves.

Jaime Buitrago, President of ExxonMobil Ventures México, 

believes that whilst Pemex can ably produce heavy oil in 

shallow waters and onshore, it might prove too challenging 

for the NOC in deepwater, where the company lacks vital 

experience. “The combination of di�cult fluids and a 

di�cult environment makes it particularly challenging. It 

is an excellent example of how important it is to have the 

proper balance of risk and rewards and solid alignment 

between the parties in the presence of subsurface or 

geological risk.”

One of Pemex’s greatest challenges, aside from improving 

production at mature fields and entering into new areas 

such as deepwater, is dealing with the fact that much of its 

crude reserves are composed of heavy oil, which does not 

flow easily and therefore makes extraction and pumping 

much harder. Heavy crude oil is defined as heavy because 

its density is higher than light crude oil, and also has higher 

viscosity and heavier molecular composition. According 

to the American Petroleum Institute, heavy oil has an API 

gravity of less than 22.3°, while the International Energy 

Agency classifies oil with an API gravity of less than 20° as 

heavy. The API scale was designed based on the density of 

crude oil relative to the density of water, with API gravity 

of 10° being equal to water density. Only extra heavy 

crude, with density below 10° API, is heavier than water 

and thus sinks. 

Reservoir temperatures generally vary from low to medium 

where heavy oil is found, and high temperatures are rare. 

Normally, gas content in heavy oil reservoirs is low, but a 

heavy oil accumulation may also have an overlying gas 

cap. Mobility of heavy oil can be calculated by assessing 

the viscosity of a reserve and the permeability of the 

reservoir rock. In areas where the oil is heavy and the 

permeability of the rock is low, the oil can be so hard to 

remove from the subsoil that techniques to aid reservoir 

flow may be required from the first day of production. 

Heavy oil deposits vary in characteristics from field to field, 

and therefore recovery factors vary in each place.

Figures from December 2011 show that of Pemex’s total 

2.56 million bbl/day crude production, 1.39 million barrels 

were classified as heavy oil. Because of the challenges 

associated with heavy oil, the price is generally heavily 

discounted in comparison to regular crude. In 2011, Istmo 

light crude (33.6° API) and the superlight Olmeca Crude 

(39.3° API) reached an average realized price of US$110.47 

per barrel and US$113.23 per barrel respectively, while the 

heavy Maya crude (22° API) was exported at an average 

price of US$106.14 per barrel, according to Pemex statistics.

Pemex is not the only oil company to face the heavy oil 

challenge. Statoil has three fields in the early development 

stages where heavy oil will have to be addressed: the 

Peregrino project, a deepwater field in Brazilian waters, 

and two projects in the UK, Mariner and Bressay. However, 

following the UK’s decision to raise taxes for the petroleum 

industry, Statoil put its two UK projects on hold. This 
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THE FUTURE OF FPSOs IN THE 
BAY OF CAMPECHE

of the most productive units in the Mexican oil and gas 

industry and proved to be a great value proposition. It 

is now a key part of the production infrastructure at Ku-

Maloob-Zaap, which is now the largest producing field in 

Mexico, and as a company we have really profited from the 

investment,” says Alfredo Reynoso Durand, Deputy CEO of 

Blue Marine Technology Group. “Despite challenges faced 

by all parties, the project has been largely successful. Due 

to high oil prices at the time of the FPSO’s deployment, 

Pemex paid for the whole project in less than a year.” 

Since then, the company’s strategy has been to open new 

markets through alliances that enable it to introduce new 

technology to Mexico, and is now working on introducing 

smaller-scale FPSO vessels that are suited for Pemex’s 

production strategy at its mature shallow water fields. 

“After the positive results of the first large FPSO in Mexican 

waters, we believe that there is a market for smaller-

scale FPSOs at fields that don’t have enough oil to justify 

investing in platform infrastructure, as the FPSO will be 

able to move to new fields afterwards. We believe that 

there is a market for at least five to six mini FPSOs, as we 

call them,” says Reynoso Durand.

low. There are very few companies with the experience, the 

financial capacity and the management capacity to tailor 

the ideal package for the Mexican market. ”

When looking beyond shallow water fields where FPSOs 

and FSOs are currently used in Mexico, it is widely believed 

that Pemex is likely to utilize FPSOs as early production 

systems and long-term infrastructure on deepwater fields. 

According to Oscar Valle Molina, Coordinator of the 

deepwater R&D programme of the Mexican Petroleum 

Institute (IMP), FPSOs are the most probable system that 

will be used, because they have the capability to produce 

oil in fields where Pemex does not have any current 

infrastructure. “It’s the same criteria that applied to Brazil.  

They used the FPSOs as an early production system to 

take advantage of the exploitation to obtain the funds to 

support the construction of the permanent systems,” says 

Valle Molina. To keep all options open, the IMP deepwater 

R&D unit also focuses on the implementation options 

provided by spars and semi-submersibles. However, Valle 

Molina believes that FPSOs are the most likely choice: “For 

deepwater development, FPSOs are the best option, semi-

subs are the second option and spars are the third option.”

The Lord of the Seas (Yuum K’ak’Náab) became Mexico’s 

first FPSO (floating production storage and o�oading 

system) in June 2007. The FPSO is leased from BW 

O�shore under a contract valued at US$758 million over 

15 years, excluding operating and maintenance costs of 

approximately US$300 million. Measuring 340m long, 

65m wide and 31.5m tall, the Yuum K’ak’Náab receives, 

stores and blends crude oil from the Ku-Maloob-Zaap 

(KMZ) region in the Bay of Campeche. Since the three 

main fields in the region hold crude oil with di�erent 

viscosities – Ku has an API of 22°, while the Maloob and 

Zaap fields have an API of 12° – the FPSO was designed to 

create a blend of 21°API, similar to Cantarell’s Maya crude. 

By bringing an FPSO to Mexican waters, Pemex aimed 

to reduce investment and operating costs through the 

multifunctionality of the FPSO, while increasing revenue 

through early production and the blending of crudes 

to maximize the economic value of the exploitation of 

hydrocarbon reserves in KMZ.

For Blue Marine Technology Group, participating in this 

deal by rendering commercial and preoperative services 

to BW O�shore placed the company firmly on the map 

in the Mexican oil and gas industry. “The FPSO is one 

Blue Marine’s Deputy CEO believes that Pemex will look 

at these mini FPSOs as a service, rather than considering 

the option of investing in such vessels. “We are dealing 

with Pemex to see what type of contract would be more 

e�ective for both parties, given the 2008 reforms and the 

new contracting model, and the new tools that Pemex has 

in its legal framework. For us, a production based contract 

would be much more attractive, but we are still not 

ready for this as a country. I hope that in the near future 

we will achieve the introduction of such contracts,” says  

Reynoso Durand.

Based on Pemex’s front-end loading process, Enrique 

Westrup Neira, President of CPI Ingeniería y Administración 

de Proyectos, the company that serves as MODEC’s 

Mexican partner for the operation of the FSO Ta’Kuntah in 

the Cantarell field, believes that it is clear that everybody is 

looking forward to introducing more floating infrastructure 

into the Mexican sector of the Gulf of Mexico. “Floating 

solutions have big potential here,” he says. “But the problem 

that I foresee is that in order to make e�ective use of these 

solutions, Pemex needs to plan their use well in advance. 

Worldwide, demand for floating units is very high, and the 

number of companies able to provide such units is very 
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smaller-scale FPSO vessels that are suited for Pemex’s 

production strategy at its mature shallow water fields. 

“After the positive results of the first large FPSO in Mexican 

waters, we believe that there is a market for smaller-

scale FPSOs at fields that don’t have enough oil to justify 
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there is a market for at least five to six mini FPSOs, as we 

call them,” says Reynoso Durand.
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approximately US$300 million. Measuring 340m long, 

65m wide and 31.5m tall, the Yuum K’ak’Náab receives, 

stores and blends crude oil from the Ku-Maloob-Zaap 

(KMZ) region in the Bay of Campeche. Since the three 

main fields in the region hold crude oil with di�erent 

viscosities – Ku has an API of 22°, while the Maloob and 

Zaap fields have an API of 12° – the FPSO was designed to 

create a blend of 21°API, similar to Cantarell’s Maya crude. 

By bringing an FPSO to Mexican waters, Pemex aimed 

to reduce investment and operating costs through the 

multifunctionality of the FPSO, while increasing revenue 

through early production and the blending of crudes 

to maximize the economic value of the exploitation of 

hydrocarbon reserves in KMZ.

For Blue Marine Technology Group, participating in this 

deal by rendering commercial and preoperative services 

to BW O�shore placed the company firmly on the map 

in the Mexican oil and gas industry. “The FPSO is one 

Blue Marine’s Deputy CEO believes that Pemex will look 

at these mini FPSOs as a service, rather than considering 

the option of investing in such vessels. “We are dealing 

with Pemex to see what type of contract would be more 

e�ective for both parties, given the 2008 reforms and the 

new contracting model, and the new tools that Pemex has 

in its legal framework. For us, a production based contract 

would be much more attractive, but we are still not 

ready for this as a country. I hope that in the near future 

we will achieve the introduction of such contracts,” says  

Reynoso Durand.

Based on Pemex’s front-end loading process, Enrique 

Westrup Neira, President of CPI Ingeniería y Administración 

de Proyectos, the company that serves as MODEC’s 

Mexican partner for the operation of the FSO Ta’Kuntah in 

the Cantarell field, believes that it is clear that everybody is 

looking forward to introducing more floating infrastructure 

into the Mexican sector of the Gulf of Mexico. “Floating 

solutions have big potential here,” he says. “But the problem 

that I foresee is that in order to make e�ective use of these 

solutions, Pemex needs to plan their use well in advance. 

Worldwide, demand for floating units is very high, and the 

number of companies able to provide such units is very 
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HEEREMA COUNTS ON HEAVY 
LIFT IN MEXICO

NORTH SEA APPROACH TO 
PLATFORM DECOMMISSIONING

LEFT: Octavio Navarro Sada, Country Manager Mexico of Heerema 
Marine Contractors

RIGHT: Erwin Lammertink, VP Commercial and Business Development 
for Mexico, Europe and Russia of Heerema Marine Contractors

Dossier, the Brent Spar project was e�ectively completed 

on July 10th 1999 when cut and cleaned ring sections of 

the buoy’s hull were placed on the seabed at Mekjarvik, 

near Stavanger in Norway, to form the base of a new quay. 

Ultimately, the Brent Spar decommissioning underscored 

the importance of taking input from all stakeholders 

into consideration, and establishing a playing field for 

decommissioning in the North Sea that safeguards public 

safety and health and minimizes environmental impact.

Heerema Marine Contractors not only participated in the 

decommissioning of the Brent Spar, but also completed the 

North West Hutton removal for BP and decommissioned and 

removed the nine remaining platforms at ConocoPhillips’ 

Ekofisk field in Norway. “In the North Sea, we are probably 

one of the market leaders with respect to decommissioning 

and removal,” says Erwin Lammertink, Vice President 

Commercial and Business Development for Mexico, 

Europe and Russia at Heerema Marine Contractors. His 

company provides tailor-made solutions for deepwater 

field development, heavy lift, float-over, decommissioning 

and removal, which is becoming an ever-growing part of 

Heerema’s operations. “The decommissioning and removal 

business is something totally new and one might think 

that it’s the reverse of installing a platform. However, 

the fact that a structure has been standing in a hostile 

o�shore environment for 20 to 30 years, being susceptible 

to corrosion, fatigue, storms, and contact with vessels, 

equipment and hazardous materials, could mean that not all 

of the structural data is still available or accurate. This makes 

the removal of platforms quite a challenging task in terms of 

engineering and execution with our vessels as well as from 

a safety and environmental point of view,” says Lammertink. 

“It is also very important to find the right contracting model 

for these projects. How do you define risks when removing 

infrastructure that has been in an o�shore environment 

for 30 years, and how do you share these risks between 

the client and the contractor? We have learned this by 

doing and are therefore able to cooperate with our clients 

to minimize risk and improve our contracting model  

every time.” 

Incorporating such international best practices will enable 

Pemex to optimize safety, health, environment, and 

economic performance as production decline in Cantarell 

and Ku-Maloob-Zaap triggers the commencement of the 

decommissioning in Mexican waters.  “In the North Sea, we 

are one of the market leaders with respect to the cessation 

and removal of platforms, but we haven’t seen or been 

confronted with dedicated cessation or removal projects 

within Pemex, yet,” says Lammertink.

While the decommissioning of platforms and the 

dismantling of drilling rigs is primarily an emergency 

response measure in the Mexican oil and gas industry 

today, the topic is destined to gain prominence in life-

cycle planning as Mexico’s o�shore fields mature. The 

decommissioning process requires the evaluation of all 

options for the physical removal and disposal of o�shore 

infrastructure at the end of its working life, and the evolving 

set of international best practices provides a context for 

the upcoming decommissioning decision-making process  

at Pemex.

The North Sea, where the first platforms were installed 

in 1968, has experienced a significant rise in the 

decommissioning of platforms in recent years. The OSPAR 

(Oslo-Paris) Convention establishes that all platforms have 

to be removed at the end of their lifetime. All topsides 

and steel jackets weighing less than 10,000 tonnes must 

be returned to shore for re-use, recycling or final onshore 

disposal, and jacket piles have to be severed below the 

seabed at a depth that prevents them from being exposed. 

Under this scheme, over 470 platforms will need to be 

wholly or partially removed in the next 30 years at a cost 

in excess of US$73 billion, according to the North Sea 

O�shore Decommissioning Report by Douglas-Westwood 

and Deloitte Petroleum Services Group.

The Brent Field, which has given its name to the North 

Sea’s major trading classification Brent Crude, that 

comprises a mix of the sweet light crudes Brent Blend, 

Forties Blend, Oseberg and Ekofisk, played a central role 

in the development of decommissioning in the North 

Sea. Discovered in 1971 on the UK Continental Shelf, the 

Brent Field began oil production in 1975 and became a 

predominantly gas field in the mid-1990s following the 

largest and most comprehensive field redevelopment 

undertaken in the North Sea to date. Part of the field’s 

redevelopment involved the decommissioning of the Brent 

Spar, which was scheduled for deepwater disposal in the 

deep Northern Atlantic, a Best Practicable Environmental 

Option approved by the UK Government. In early 1995, 

Greenpeace activists occupied the Brent Spar claiming it 

to be a toxic time bomb, and arguing that disposing of the 

Brent Spar in the deep Northern Atlantic, or possibly the 

North Sea, would set a precedent for the potential dumping 

of 400 oil rigs in the North Sea over the following decades. 

Following large scale public protest in continental Europe, 

and resulting political pressure, Shell Exploration presented 

the ‘Our Way Forward’ programme at the end of 1995, 

inviting major contractors to develop the best solution for 

spar disposal or re-use. According to Shell’s Brent Spar 

“As one of the first countries in which Heerema was able to 

establish a strong relationship with a national oil company, 

Mexico has been a very interesting market for us over 

the past decade,” says Octavio Navarro Sada, Country 

Manager Mexico of Heerema Marine Contractors. He takes 

great pride in the range of successfully completed projects 

for Pemex over this period, during which the company 

opened o�ces in Villahermosa and Mexico City. “We did 

half of the heavy lift installations in the Ku-Maloob-Zaap 

(KMZ) field, worked on seven complexes in Cantarell last 

year, and are aiming to gain a large portion of the upcoming 

platform installation work in Litoral de Tabasco and KMZ. 

Soon, there will be four more tenders in the Ayatsil field, 

which will be the deepest water installations to be done by 

Pemex in the near future.”

As Pemex starts the development of the Ayatsil field, 

this means installing infrastructure in 120m-130m water 

depth. “This is going to be the first time that Pemex is 

going to this water depth and the company has to learn 

from what has been done in the past in other parts of the 

world,” says Navarro Sada. “We have done at least another 

50 installations all over the world in similar water depth, 

particularly in the North Sea, so we can show Pemex what 

we have done for other companies.” 

Erwin Lammertink, Heerema Marine Contractors’ VP 

Commercial and Business Development, notes that global 

installation trends and technology decisions are defining 

factors of his company’s fleet development strategy, which 

in turn is a key determinant of cost competitiveness. “At 

the end of the day, we need to make sure that our fleet 

development plan is one step ahead of our clients’ search for 

installation solutions that meet their ever rising requirements, 

both in terms of operating in deeper water and handling 

larger topsides, and ensure that each vessel is utilized 365 

days a year.” While his company is investing in advanced 

deepwater construction vessels and float-over installation 

capabilities in order to meet global market trends, 

Lammertink expects the Mexican o�shore installation 

market to be driven by demand for heavy lift solutions. 

“Over the years, we have seen that the float-over projects 

we are doing are simply out of the weight range of our 

current heavy lift vessels. Float-overs make sense if you 

physically cannot do it with a crane vessel or the crane 

vessel is too expensive to mobilize to a remote area. As 

soon as you are within the Atlantic Triangle, crane vessels 

are more readily available. Given the size of the projects we 

have seen so far, and the fact that the required vessels to 

lift and install the platforms Pemex is planning are virtually 

always available since the Gulf of Mexico represents such a 

big installation market, it is probably more e�cient to rely 

on heavy lift installations,” he says. “Considering Mexico’s 

fabrication capabilities and the capabilities of the existing 

supply chain to maintain current topsides and platforms, 

you create an unnecessary hassle for the supply chain by 

going for 15,000 to 20,000 tonne topsides. This is not 

actually needed, because Mexico has a very sound and 

good supply chain.”
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Marine Contractors

RIGHT: Erwin Lammertink, VP Commercial and Business Development 
for Mexico, Europe and Russia of Heerema Marine Contractors

Dossier, the Brent Spar project was e�ectively completed 

on July 10th 1999 when cut and cleaned ring sections of 

the buoy’s hull were placed on the seabed at Mekjarvik, 

near Stavanger in Norway, to form the base of a new quay. 

Ultimately, the Brent Spar decommissioning underscored 

the importance of taking input from all stakeholders 

into consideration, and establishing a playing field for 

decommissioning in the North Sea that safeguards public 

safety and health and minimizes environmental impact.

Heerema Marine Contractors not only participated in the 

decommissioning of the Brent Spar, but also completed the 

North West Hutton removal for BP and decommissioned and 

removed the nine remaining platforms at ConocoPhillips’ 

Ekofisk field in Norway. “In the North Sea, we are probably 

one of the market leaders with respect to decommissioning 

and removal,” says Erwin Lammertink, Vice President 

Commercial and Business Development for Mexico, 

Europe and Russia at Heerema Marine Contractors. His 

company provides tailor-made solutions for deepwater 

field development, heavy lift, float-over, decommissioning 

and removal, which is becoming an ever-growing part of 

Heerema’s operations. “The decommissioning and removal 

business is something totally new and one might think 

that it’s the reverse of installing a platform. However, 

the fact that a structure has been standing in a hostile 

o�shore environment for 20 to 30 years, being susceptible 

to corrosion, fatigue, storms, and contact with vessels, 

equipment and hazardous materials, could mean that not all 

of the structural data is still available or accurate. This makes 

the removal of platforms quite a challenging task in terms of 

engineering and execution with our vessels as well as from 

a safety and environmental point of view,” says Lammertink. 

“It is also very important to find the right contracting model 

for these projects. How do you define risks when removing 

infrastructure that has been in an o�shore environment 

for 30 years, and how do you share these risks between 

the client and the contractor? We have learned this by 

doing and are therefore able to cooperate with our clients 

to minimize risk and improve our contracting model  

every time.” 

Incorporating such international best practices will enable 

Pemex to optimize safety, health, environment, and 

economic performance as production decline in Cantarell 

and Ku-Maloob-Zaap triggers the commencement of the 

decommissioning in Mexican waters.  “In the North Sea, we 

are one of the market leaders with respect to the cessation 

and removal of platforms, but we haven’t seen or been 

confronted with dedicated cessation or removal projects 

within Pemex, yet,” says Lammertink.

While the decommissioning of platforms and the 

dismantling of drilling rigs is primarily an emergency 

response measure in the Mexican oil and gas industry 

today, the topic is destined to gain prominence in life-

cycle planning as Mexico’s o�shore fields mature. The 

decommissioning process requires the evaluation of all 

options for the physical removal and disposal of o�shore 

infrastructure at the end of its working life, and the evolving 

set of international best practices provides a context for 

the upcoming decommissioning decision-making process  

at Pemex.

The North Sea, where the first platforms were installed 

in 1968, has experienced a significant rise in the 

decommissioning of platforms in recent years. The OSPAR 

(Oslo-Paris) Convention establishes that all platforms have 

to be removed at the end of their lifetime. All topsides 

and steel jackets weighing less than 10,000 tonnes must 

be returned to shore for re-use, recycling or final onshore 

disposal, and jacket piles have to be severed below the 

seabed at a depth that prevents them from being exposed. 

Under this scheme, over 470 platforms will need to be 

wholly or partially removed in the next 30 years at a cost 

in excess of US$73 billion, according to the North Sea 

O�shore Decommissioning Report by Douglas-Westwood 

and Deloitte Petroleum Services Group.

The Brent Field, which has given its name to the North 

Sea’s major trading classification Brent Crude, that 

comprises a mix of the sweet light crudes Brent Blend, 

Forties Blend, Oseberg and Ekofisk, played a central role 

in the development of decommissioning in the North 

Sea. Discovered in 1971 on the UK Continental Shelf, the 

Brent Field began oil production in 1975 and became a 

predominantly gas field in the mid-1990s following the 

largest and most comprehensive field redevelopment 

undertaken in the North Sea to date. Part of the field’s 

redevelopment involved the decommissioning of the Brent 

Spar, which was scheduled for deepwater disposal in the 

deep Northern Atlantic, a Best Practicable Environmental 

Option approved by the UK Government. In early 1995, 

Greenpeace activists occupied the Brent Spar claiming it 

to be a toxic time bomb, and arguing that disposing of the 

Brent Spar in the deep Northern Atlantic, or possibly the 

North Sea, would set a precedent for the potential dumping 

of 400 oil rigs in the North Sea over the following decades. 

Following large scale public protest in continental Europe, 

and resulting political pressure, Shell Exploration presented 

the ‘Our Way Forward’ programme at the end of 1995, 

inviting major contractors to develop the best solution for 

spar disposal or re-use. According to Shell’s Brent Spar 

“As one of the first countries in which Heerema was able to 

establish a strong relationship with a national oil company, 

Mexico has been a very interesting market for us over 

the past decade,” says Octavio Navarro Sada, Country 

Manager Mexico of Heerema Marine Contractors. He takes 

great pride in the range of successfully completed projects 

for Pemex over this period, during which the company 

opened o�ces in Villahermosa and Mexico City. “We did 

half of the heavy lift installations in the Ku-Maloob-Zaap 

(KMZ) field, worked on seven complexes in Cantarell last 

year, and are aiming to gain a large portion of the upcoming 

platform installation work in Litoral de Tabasco and KMZ. 

Soon, there will be four more tenders in the Ayatsil field, 

which will be the deepest water installations to be done by 

Pemex in the near future.”

As Pemex starts the development of the Ayatsil field, 

this means installing infrastructure in 120m-130m water 

depth. “This is going to be the first time that Pemex is 

going to this water depth and the company has to learn 

from what has been done in the past in other parts of the 

world,” says Navarro Sada. “We have done at least another 

50 installations all over the world in similar water depth, 

particularly in the North Sea, so we can show Pemex what 

we have done for other companies.” 

Erwin Lammertink, Heerema Marine Contractors’ VP 

Commercial and Business Development, notes that global 

installation trends and technology decisions are defining 

factors of his company’s fleet development strategy, which 

in turn is a key determinant of cost competitiveness. “At 

the end of the day, we need to make sure that our fleet 

development plan is one step ahead of our clients’ search for 

installation solutions that meet their ever rising requirements, 

both in terms of operating in deeper water and handling 

larger topsides, and ensure that each vessel is utilized 365 

days a year.” While his company is investing in advanced 

deepwater construction vessels and float-over installation 

capabilities in order to meet global market trends, 

Lammertink expects the Mexican o�shore installation 

market to be driven by demand for heavy lift solutions. 

“Over the years, we have seen that the float-over projects 

we are doing are simply out of the weight range of our 

current heavy lift vessels. Float-overs make sense if you 

physically cannot do it with a crane vessel or the crane 

vessel is too expensive to mobilize to a remote area. As 

soon as you are within the Atlantic Triangle, crane vessels 

are more readily available. Given the size of the projects we 

have seen so far, and the fact that the required vessels to 

lift and install the platforms Pemex is planning are virtually 

always available since the Gulf of Mexico represents such a 

big installation market, it is probably more e�cient to rely 

on heavy lift installations,” he says. “Considering Mexico’s 

fabrication capabilities and the capabilities of the existing 

supply chain to maintain current topsides and platforms, 

you create an unnecessary hassle for the supply chain by 

going for 15,000 to 20,000 tonne topsides. This is not 

actually needed, because Mexico has a very sound and 

good supply chain.”
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LEFT: Jaap Meij, Vice President Sales O�shore Projects of Dockwise

RIGHT: Alfonso Wilson, Director for Mexico, CA and Caribbean of Dockwise

TECHNOLOGY SPOTLIGHT 

Construction cost
Approximately US$240 million 

Deck space
275.00m x 70.00m (19,250m2)

Depth
15.50m

Maximum water-depth  
above main deck
16.00m

Expected speed
14 knots 

Load capacity 
110,000 tonnes

Expected delivery
Q4 2012

First project
Transportation of the Jack  
St. Malo platform hull

THE VALUE PROPOSITION OF 
FLOAT-OVER TECHNOLOGY

Pemex to change their jacket design that has been used for 

thirty years is a big deal. But, eventually, even Pemex has 

to look outside the box and realize that maybe there is a 

better, innovative way that saves time and money, improves 

safety, and involves less o�shore hookup time, fewer people 

and less exposure.” 

From an operational point of view, the crucial challenge in 

the float-over process is transferring the topside weight from 

the barge to the jacket, which must be done in a controlled 

manner without causing damage to either structure while 

waves, currents and winds move the barge. Even though 

float-over installations are less sensitive to the impact of 

inclement weather than heavy lift installations, Dockwise 

acquired O�shore Kinematics in 2007 to integrate its 

elastomeric shock absorbing technology and decades of 

experience in the float-over industry into its value proposition. 

“We now have the engineering and shipping capabilities and 

o�shore experience, and we will continue bringing together 

the right elements to be a 360° float-over company,” 

Dockwise’s Director for Mexico, CA and Caribbean Alfonso 

Wilson said. We now have to convince Pemex to embrace 

the technology. If we are able to prove to Pemex that we can 

provide them with innovative technology at the same cost 

or lower as their existing installation techniques, then we will 

have a clear entry point for float-over technology in Mexico,”  

Wilson said. 

Since its inception, the float-over deck installation concept 

has continued to gain acceptance as an alternative for 

regular heavy lift installation, which is the traditional 

approach to lifting topsides onto the support structure or 

jacket by a floating crane. However, proponents of float-

over technology have to convince the oil companies that 

o�shore installation with crane vessels is old-fashioned 

and costly, and that their method is cheaper, faster and 

better. The main arguments include eliminating the need 

for costly heavy crane vessels, the advantages of platform 

completion at the fabrication yard as opposed to o�shore 

module installation and integration, the expansion of 

topside weight limits for single stage installation, and the 

fact that topside installation by traditional heavy lift can 

also use up a large amount of the fatigue life of a structure, 

which is not an issue with float-over installations.

As the cost competitiveness of float-over technology across 

an expanding range of topside tonnage sizes continues to 

gradually overtake heavy lift installation, the technology is 

quickly embraced in places like the Far East and West Africa, 

but according to Jaap Meij, Vice President Sales O�shore 

Projects at Dockwise, the adoption process in countries like 

Mexico and Brazil is going to be much slower, and convincing 

Pemex is synonymous with proving that float-over technology 

is cheaper than heavy lift installations in certain situations.

In order to adopt float-over installation techniques in Mexico, 

Pemex would have to change the platform design it has used 

for decades. Dockwise’s acquisition of Ocean Dynamics, one 

of only three companies that design deepwater jackets for 

applications in water depth exceeding 120m, indicates that 

the company is serious about pushing the potential market 

for float-over installations since much of Pemex’s current 

and upcoming drilling activity is in water of approximately 

140m depth. Jaap Meij explains his company’s challenge 

to bring float-over technology to Mexican waters: “To get 

DOCKWISE VANGUARD:  
REVOLUTIONARY BOWLESS DESIGN 

fabrication of even larger integrated production platforms 

and spar buoys, the design and construction of which is 

currently limited by the available means of transportation, 

which was the motivation behind the design. The vessel is 

being constructed by Hyundai Heavy Industries in Korea, 

and delivery is expected in the fourth quarter of 2012.

At a shareholder meeting in 2010, the production of the 

vessel was approved. At the time, Dockwise CEO André 

Goedée said: “I am greatly encouraged by the strong show 

of support from our largest shareholders for this exciting 

project. This support is a clear sign to potential clients 

that Dockwise will have the financial wherewithal to really 

build this unique vessel, if our feasibility studies confirm 

our commercial and technical ideas.” Various international 

banks including Deutsche Bank, ABN Amro, Rabobank and 

RBS have taken up financing of the Dockwise Vanguard.

The semi-submersible has already been contracted by 

Chevron to transport its Jack & St. Malo platform hull, 

currently being constructed in Korea, to the US sector 

of the Gulf of Mexico. Upon announcing this news in July 

2011, CEO Goedée said: “We are pleased with the trust 

Chevron places in the capabilities of the new vessel and 

the commitment of Dockwise’s management and sta� to 

make this first assignment of the vessel a success. Also, 

this commitment is a very clear sign that this vessel will 

rapidly earn its place in the market and, as indicated 

earlier, has the potential to create a new market of its own.” 

In October 2011, it was announced that once this project 

had been completed, the Dockwise Vanguard will return to 

Korea to load and transport the Goliat FPSO to northern 

Norway for Italian operator Eni.

Dockwise Vanguard is a new type of semi-submersible 

vessel currently being built by Dockwise, known as a Semi-

Submersible Heavy Transport Vessel (SSHTV), or Type-0 

vessel. The increasing demand for means of transportation for 

extremely large and heavy production platforms prompted 

Dockwise to investigate the options of building a vessel larger 

than its Blue Marlin (75,000 tonnes). The Dockwise Vanguard 

is semi-submersible because this allows for greater ease of 

use in o�shore marine operations, where tides and gales can 

cause problems for a standard floating vessel. 

The four engines powering the ship, supplied by Wartsila, 

provide the Dockwise Vanguard with a cruising speed of 

14 knots, and thus the capability of transporting large oil 

and gas equipment and FPSO components at double the 

speed of earlier vessels. The design of the ship sees the 

deck submersed underwater without any encumbrance to 

the prow and stern, as found in other vessels. The vessel 

will feature dynamic positioning to enable it to manoeuvre 

with great precision in deepwater locations. The vessel will 

be able to carry an enormous 110,000 tonnes of equipment 

and other materials, and is expected to cost around 

US$240 million to build. The ship will measure 275m from 

prow to stern, and have a width of almost 80m. It can have 

16m water above the deck and will have a deck area of 

19,250m2. 

With this new uniquely designed vessel, Dockwise 

anticipates finding work for the Dockwise Vanguard in 

the transportation of extremely large and heavy oil and 

gas production equipment that is planned to come to 

the market from the year 2012 and beyond. Clients had 

indicated to the company that there was a desire for pre-
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LEFT: Jaap Meij, Vice President Sales O�shore Projects of Dockwise

RIGHT: Alfonso Wilson, Director for Mexico, CA and Caribbean of Dockwise
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THE VALUE PROPOSITION OF 
FLOAT-OVER TECHNOLOGY
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DOCKWISE VANGUARD:  
REVOLUTIONARY BOWLESS DESIGN 
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In order to maintain some of the world’s largest o�shore projects for the last three decades, 

a thriving o�shore service industry developed in Mexico. Operating out of the main ports on 

the Gulf of Mexico, a plethora of domestic companies have developed to capitalize on Pemex’s 

o�shore needs. 

In this chapter, we look at the profiles of some of Mexico’s most important oil and gas ports, 

and also dive into the o�shore service industry, particularly innovative local companies and the 

engineering challenges they face while supporting Pemex’s evolving projects. We also look at 

the opinions of key stakeholders on the future of the o�shore service industry, the attractiveness 

of the Mexican o�shore service sector for international investors as well as suppliers and service 

providers, and how changes to regulation and legislation mean that new doors are opening for 

international collaboration.
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OBSTACLES TO BEING A PEMEX PROVIDER:

1) Complexity of the acquisition process

2) Unfamiliarity with the acquisition process

3) Excessive requirements in the acquisition process

4) Mistrust in the acquisition process

OBSTACLES TO INCREASING SALES TO PEMEX:

1) Excessive requirements in the acquisition process

2) Complexity of the acquisition process

3) Mistrust in the acquisition process

4) Access to financing of working capital

(Variables are ranked in order of importance based on Pemex
supplier survey 2009)
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DRIVING THE VALUE PROPOSITION
OF MEXICO’S SERVICE SECTOR

LOCAL CONTENT AND SUPPLY 
CHAIN DEVELOPMENT

the NOC also needs to ensure that it gets the best quality 

service possible, and there is a lot of risk involved in 

trusting an untested domestic company.

“As an association and as an industry, we have to try and 

expand the Mexican service industry step by step from 

previous thresholds. We do not recommend that Pemex 

completely sever ties with companies that do not operate 

in Mexico; the company has a lot of links and relations to 

providers, which cannot just be erased. Starting brand new 

relationships, or asking international companies to grow 

their Mexican presence, is not always feasible. As a result, 

Pemex needs to tread carefully as it adjusts to the new 

contracting situation, and so do we as an industry.”

Andrade Iturribarría believes that the ideal model for 

developing a better service sector in Mexico should be 

projects and companies financed by Mexican capital, to 

build a lasting domestic industry. These companies should 

look to approach foreign companies to create long-term 

relationships based on the possibility of doing business in 

Mexico, but with the eventual goal of bringing technology 

into the country, and even bringing in R&D, with the help of 

research institutes and universities.

The challenges standing in the way of Mexico realizing 

its ambition to develop a world-leading and independent 

service industry are a mix of financial, human resources 

and contracting challenges, according to Andrade 

Iturribarría. “We need to encourage engineers to stay in 

Mexico instead of leaving for the US, organize the industry 

to develop more pure engineering design companies in 

order to create jobs for these engineers, make sure the 

contracting system is such that there is incentive for these 

companies to be created.”

“Since the Energy Reform of 

2008, the biggest challenge 

for Mexican service companies 

has been working out how to 

add value to their o�ering, 

and matching the current 

and future requirements 

of Pemex,” says Eduardo 

Andrade Iturribarría, Executive 

President of Amespac, an 

association dedicated to boosting national involvement 

in the oil and gas industry. The association comprises a 

mix of Mexican and international companies with a strong 

focus in Mexico. Andrade Iturribarría, who is also Corporate 

Director for Iberdrola in Latin America, says that “some 

of our members do originate from outside Mexico, which 

is natural, as we need to incorporate international best 

practices into the Mexican oil industry. We have to move 

at the same speed as Pemex. Our members understand 

this, and are ready to comply with energy regulation as it 

currently stands.”

The changes in the Mexican oil and gas sector since 

the 2008 reform have meant that Mexico e�ectively 

has to create a brand new service sector, says Andrade 

Iturribarría. “Whilst this has been done in other oil and gas 

producing countries, the strategic plan and service sector 

have traditionally been constructed at the beginning of the 

sector’s development. In Mexico today, we must construct 

and refine a national service industry after decades of 

Pemex operation.” Service companies have also had to 

deal with Pemex’s cost cutting and e�ciency strategies. 

Since 2010, the company has brought about a 7% cost 

reduction in services to o�shore platforms, saving the 

company US$138 million.

Andrade Iturribarría believes that one of the biggest 

obstacles currently standing in the way of the development 

of a national industry is a solid Mexican engineering 

sector. “We have vast knowledge of engineering in Mexico 

specifically related to servicing the needs of Pemex, but 

right now it is not being integrated by companies, or by the 

sector in general.” Andrade Iturribarría says that this will 

be the key to the development of a solid Mexican service 

sector, and one of the aims of the 2008 reform. “Listening 

to the discussions that took place in Congress in 2008, I 

believe that one of the major aims of the reform was to 

bring an element of national content to the engineering 

and technical side of the oil and gas industry. The 

challenge is to find the right balance in objectives. Pemex 

will always be concerned about price, which could lead 

it to considering Mexican engineering services. However, 

In October 2011, Shell announced that it was considering Mexico to be one of its regional and global sourcing o�ces alongside 

its existing sourcing o�ces in China, India and Russia. If chosen, Mexico would act as the sourcing o�ce for Shell’s operations 

in the Western hemisphere. This mainly would include the company’s operations in the United States and Canada, but also 

activities in Central and South America. 

After an initial study, Shell decided to open a small sourcing o�ce in Mexico, which buys from a base of Mexican suppliers and 

fulfils demand from Shell’s operations. As Marta Jara Otero, President and Director General of Shell México explains, Mexico 

is extremely cost-e�cient for the region. “When you include the logistics costs, the economic analysis shows that specifically 

for some projects in North America, Mexican suppliers could represent a real cost advantage versus other strategic sourcing 

locations. When you factor in inflation predictions, Mexico looks even better,” Jara Otero says.

A company must be certified in order to qualify as a potential Shell supplier. In Mexico, the supermajor has already started 

helping Mexican companies to enter into this process, which Jara Otero says is going extremely quickly. Some companies 

are already fully certified to supply, with others in process. Shell works with local suppliers in order to help them reach the 

standards at which they must operate to be certified.

Shell is currently sourcing only basic items from Mexican suppliers, such as canopies for service stations, valves, pumps and 

linepipe. The company expects that, over time, this will develop until there is a supplier base capable of delivering complex 

and expensive projects such as o�shore platforms. 

“We think that this kind of activity really adds value to our footprint in Mexico,” she says. “It helps suppliers reach other 

markets and diversify their demand risk.  We are also cooperating with Pemex to share best practices and methodologies, 

because they share our interest in developing the industry supply chain. 

“We think that it is an industry issue to have good suppliers. Globally, there are often areas where you see your competitors 

more as potential collaborators. In the case of Pemex, if in the future we become their contractor, then we will be part of the 

same chain that is pulling the whole sector forward.”

where the output gaps in the national industry were, and 

establish a robust mechanism for assessing the national 

content of each project and tender. In the medium term, 

Pemex will keep track of its national service providers 

and evaluate their performance, in order to simplify the 

registration of providers and create a single repository 

of legal and administrative documents to speed up the 

contracting of local companies. In the long term, the NOC 

will look to disseminate its future needs in a way that 

allows the national industry to prepare for future projects, 

and help the Economy Ministry to develop the base of 

small to mid-size enterprises operating in the Mexican oil 

and gas industry. 

Gustavo Hernández García, Subdirector for Planning and 

Evaluation at Pemex E&P, believes that the relatively new 

integrated service contracts will help bolster Mexican 

service companies: “I foresee that integrated service 

contracts will increase the size of the market, which had 

been very well established until their introduction. They 

will serve to bring more opportunities to smaller Mexican 

companies, and give them the opportunity to become 

bigger through collaborations and joint ventures.”

One of the articles of the 2008 Energy Reform specified 

that Pemex must develop a coherent strategy in order to 

support the development of its suppliers and contractors, 

as well as objectives and targets for annual levels of 

domestic input into the providing of goods and services 

to the NOC. The aim of this piece of legislation was to 

gradually increase the level of local content.

Following the passing of the legislation, Pemex set about 

conducting a survey of the service sector in the country 

to determine the best way to proceed. After speaking to 

over 4,000 companies, the NOC concluded that the degree 

of local content in the period 2006-2008 had been 35.1%, 

based on the purchases of goods, services and leases, as 

well as public works and other services related to the oil 

and gas industry. After examining the current state of the 

national service industry, and looking at the projects that 

Pemex would be implementing in the years to come, the 

company decided to aim for a 25% increase in local content.

In order to achieve this, the NOC set out short, medium 

and long-term plans. Immediate steps that were taken 

were the specification of national content requirements 

on all contracts; teams were set up to determine exactly 

Source: Pemex
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contracting situation, and so do we as an industry.”
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Mexico, but with the eventual goal of bringing technology 
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order to create jobs for these engineers, make sure the 
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companies to be created.”

“Since the Energy Reform of 
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has been working out how to 

add value to their o�ering, 

and matching the current 

and future requirements 

of Pemex,” says Eduardo 

Andrade Iturribarría, Executive 

President of Amespac, an 

association dedicated to boosting national involvement 

in the oil and gas industry. The association comprises a 

mix of Mexican and international companies with a strong 

focus in Mexico. Andrade Iturribarría, who is also Corporate 

Director for Iberdrola in Latin America, says that “some 

of our members do originate from outside Mexico, which 

is natural, as we need to incorporate international best 

practices into the Mexican oil industry. We have to move 

at the same speed as Pemex. Our members understand 

this, and are ready to comply with energy regulation as it 

currently stands.”

The changes in the Mexican oil and gas sector since 

the 2008 reform have meant that Mexico e�ectively 

has to create a brand new service sector, says Andrade 

Iturribarría. “Whilst this has been done in other oil and gas 

producing countries, the strategic plan and service sector 

have traditionally been constructed at the beginning of the 

sector’s development. In Mexico today, we must construct 

and refine a national service industry after decades of 

Pemex operation.” Service companies have also had to 

deal with Pemex’s cost cutting and e�ciency strategies. 

Since 2010, the company has brought about a 7% cost 

reduction in services to o�shore platforms, saving the 

company US$138 million.

Andrade Iturribarría believes that one of the biggest 

obstacles currently standing in the way of the development 

of a national industry is a solid Mexican engineering 

sector. “We have vast knowledge of engineering in Mexico 

specifically related to servicing the needs of Pemex, but 

right now it is not being integrated by companies, or by the 

sector in general.” Andrade Iturribarría says that this will 

be the key to the development of a solid Mexican service 

sector, and one of the aims of the 2008 reform. “Listening 

to the discussions that took place in Congress in 2008, I 

believe that one of the major aims of the reform was to 

bring an element of national content to the engineering 

and technical side of the oil and gas industry. The 

challenge is to find the right balance in objectives. Pemex 

will always be concerned about price, which could lead 

it to considering Mexican engineering services. However, 

In October 2011, Shell announced that it was considering Mexico to be one of its regional and global sourcing o�ces alongside 

its existing sourcing o�ces in China, India and Russia. If chosen, Mexico would act as the sourcing o�ce for Shell’s operations 
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fulfils demand from Shell’s operations. As Marta Jara Otero, President and Director General of Shell México explains, Mexico 

is extremely cost-e�cient for the region. “When you include the logistics costs, the economic analysis shows that specifically 

for some projects in North America, Mexican suppliers could represent a real cost advantage versus other strategic sourcing 

locations. When you factor in inflation predictions, Mexico looks even better,” Jara Otero says.

A company must be certified in order to qualify as a potential Shell supplier. In Mexico, the supermajor has already started 

helping Mexican companies to enter into this process, which Jara Otero says is going extremely quickly. Some companies 

are already fully certified to supply, with others in process. Shell works with local suppliers in order to help them reach the 

standards at which they must operate to be certified.

Shell is currently sourcing only basic items from Mexican suppliers, such as canopies for service stations, valves, pumps and 

linepipe. The company expects that, over time, this will develop until there is a supplier base capable of delivering complex 

and expensive projects such as o�shore platforms. 

“We think that this kind of activity really adds value to our footprint in Mexico,” she says. “It helps suppliers reach other 

markets and diversify their demand risk.  We are also cooperating with Pemex to share best practices and methodologies, 

because they share our interest in developing the industry supply chain. 

“We think that it is an industry issue to have good suppliers. Globally, there are often areas where you see your competitors 

more as potential collaborators. In the case of Pemex, if in the future we become their contractor, then we will be part of the 

same chain that is pulling the whole sector forward.”

where the output gaps in the national industry were, and 

establish a robust mechanism for assessing the national 

content of each project and tender. In the medium term, 

Pemex will keep track of its national service providers 

and evaluate their performance, in order to simplify the 

registration of providers and create a single repository 

of legal and administrative documents to speed up the 

contracting of local companies. In the long term, the NOC 

will look to disseminate its future needs in a way that 

allows the national industry to prepare for future projects, 

and help the Economy Ministry to develop the base of 

small to mid-size enterprises operating in the Mexican oil 

and gas industry. 

Gustavo Hernández García, Subdirector for Planning and 

Evaluation at Pemex E&P, believes that the relatively new 

integrated service contracts will help bolster Mexican 

service companies: “I foresee that integrated service 

contracts will increase the size of the market, which had 

been very well established until their introduction. They 

will serve to bring more opportunities to smaller Mexican 

companies, and give them the opportunity to become 

bigger through collaborations and joint ventures.”

One of the articles of the 2008 Energy Reform specified 

that Pemex must develop a coherent strategy in order to 

support the development of its suppliers and contractors, 

as well as objectives and targets for annual levels of 

domestic input into the providing of goods and services 

to the NOC. The aim of this piece of legislation was to 

gradually increase the level of local content.

Following the passing of the legislation, Pemex set about 

conducting a survey of the service sector in the country 

to determine the best way to proceed. After speaking to 

over 4,000 companies, the NOC concluded that the degree 

of local content in the period 2006-2008 had been 35.1%, 

based on the purchases of goods, services and leases, as 

well as public works and other services related to the oil 

and gas industry. After examining the current state of the 

national service industry, and looking at the projects that 

Pemex would be implementing in the years to come, the 

company decided to aim for a 25% increase in local content.

In order to achieve this, the NOC set out short, medium 

and long-term plans. Immediate steps that were taken 

were the specification of national content requirements 

on all contracts; teams were set up to determine exactly 

Source: Pemex
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“WE INSIST THAT OUR CLIENTS 

EMBARK ON STRATEGIC ALLIANCES 

TO PRESENT A SINGLE OFFER TO 

THE OPERATORS OF THE INCENTIVE-

BASED INTEGRATED SERVICE 

CONTRACTS. OPERATORS LIKE THIS 

CONCEPT, BECAUSE IT SAVES THEM 

A LOT OF MONEY AND STREAMLINES 

COMMUNICATION AND OPERATIONS”

DEVELOPING MEXICO’S SERVICE SECTOR

ENERGY REFORM STRENGTHENS 
BUSINESS CASE FOR ALLIANCES 

One of Pemex’s greatest challenges, argues Luís Vielma Lobo, Founder of CBM Ingeniería Exploración y Producción, is that it 

fails to completely grasp the importance of service providers. “Most of the time, Pemex sees service companies as businesses 

that are only looking to increase their profits, rather than help them solve problems. Pemex has had bad experiences in 

the past and I am sure this is why the attitude still persists, but they cannot make such a judgement based on one or two 

companies.” Vielma Lobo also believes that the service sector in Mexico has failed to boom because of its own failings. He 

cites the fact that many service companies do not believe Pemex has execution capabilities and that the oil sector has been 

unwilling to turn itself around and become more e�cient.

Suggesting that Mexico should look to the examples of Norway and Scotland and develop a national strategy for creating 

a more developed service sector, Vielma Lobo suggests three strategies that he would follow. The first would be to define 

a strategy for local content. He points to the example of Petrobras as a company that has clearly and intelligently designed 

local content rules, measuring local content in di�erent ways depending on the type of company, from pipeline companies 

to drilling rig construction companies and consultancies, and demanding di�erent levels of national participation from 

each. This, Vielma Lobo believes, would provide the basis for the development of a national service sector, as it would then 

encourage international companies to set up Mexican operations in order to comply with the laws. 

The second step Vielma Lobo would take to develop the Mexican service industry would be to encourage Mexico’s 

leading entrepreneurs to enter or invest in the industry, which would be much easier following the first step related to  

national content. 

“Thirdly and most importantly,” says Vielma Lobo, “is to put in place a system that allows the measurement of improvement 

in the sector. Based on such information, the industry will then know what further changes are required and how di�erent 

parts of the sector are performing.” 

When asked about the role that Pemex should play in bringing international service companies to Mexico, Vielma Lobo 

answers that it should be up to the service sector to look internationally to bring in new technologies rather than the NOC. 

“I don’t think that Pemex has to play the babysitting role in encouraging this activity. It should be part of the challenge for 

national investors. You have to create an environment with clear lines and rules so that private national investors have the 

chance to go and talk to whomever they want and bring them to Mexico. The transaction is not so clean once a public sector 

company gets involved.”

to foreign companies, Campos Echeverría believes, saying 

that companies that come to Mexico today have the 

opportunity to find business for another 80 years. 

When discussing the demand for partners from both 

Mexican and international companies, Campos Echeverría 

believes that both sides show a fair amount of interest in 

collaboration. However, as he explains, “we have to spread the 

word outside of Mexico that business can be done under the 

new contracting model. The United States and Canada have 

thousands of small family-owned companies with advanced 

technology that can come to Mexico and do business. It used 

to be di�cult, because Pemex only dealt with brands, and 

the conditions for a family-owned business were very tough. 

Even though you had a high-technology package, it was hard 

to get a foot in the door. Now you can do business without 

problems and partner with either companies from your 

country or companies from your country as well as Mexican 

companies. There are no financial or legal restrictions. You 

have the big advantage of being able to contract with other 

private companies, and that is very important.”

Companies that come to Mexico can expect to gain 

the advantage of local knowledge from their domestic 

partners, according to Campos Echeverría. “There are 

“The best way to do business in the Mexican oil and gas 

industry under the new contracting regime is by means 

of alliances,” asserts Carlos Campos Echeverría, Managing 

Partner of BC Legal Consulting. “A developer that wins the 

bidding for a field is not interested in contracting 40 or 60 

service providers, because he would need 40 or 60 managers 

to handle each one of the contracts. It is much easier to have 

one or two contracts with a group that incorporates several 

companies that aren’t necessarily subsidiaries, but companies 

that complement one another in terms of service and that 

make it easier for the developer to do business in Mexico.” 

Campos Echeverría believes that this is the secret of the 

2008 Energy Reform, and the key to success for companies 

that now want to do business in the Mexican oil and gas 

industry. He points out that companies that could previously 

not a�ord to establish a large operation in Mexico, particularly 

those based in the United States and Canada, can come here 

by associating with a Mexican company, and be successful 

by complementing the skills of a national company already 

established in the market. 

As an example, Campos Echeverría points to the 

collaboration between American-Canadian drilling 

company Tesco Corporation and Nuvoil, a Mexican 

engineering company. BC Legal Consulting is working to 

help additional companies collaborate in similar ways in 

order to augment the skills that the consortium can o�er. 

Campos Echeverría believes that around 20 new integrated 

service contracts will be awarded in 2012, creating more 

opportunities for service providers as new players start to 

operate on Mexican energy projects. “In this firm, we insist 

that our clients embark on strategic alliances to present 

a single o�er to the operators of the incentive-based 

integrated service contracts. Mexico needs alternatives and 

the advantage of alliances is that the developer or owner of 

the field only has to deal with one or two persons instead 

of 20 or 40. In this country, contract administrators make 

a lot of money which ultimately comes from the operator.  

When we talk to new or potential operators, we suggest 

working with a group of suppliers and service providers 

that is made up of several companies with just one contract 

administrator. Operators like this concept, because it saves 

them a lot of money and streamlines communication and 

operations. Also, having more operators than only Pemex 

improves the conditions for suppliers and service providers. 

Historically, Pemex has been the sole operator, using its 

monopoly to set prices and terms. Mexico committed a 

historical error in never developing its own technology, 

because we just had one operator,” he says. It is also 

Mexico’s long term-prospects that should make it attractive 

of its reserves, with low permeability and heavy oil. For 

Pemex’s Tabasco fields, American and Canadian companies 

will be best positioned to provide the advanced drilling 

technology needed to fully exploit them. He believes that 

Pemex has had so many di�culties to date in Chicontepec 

because the company has continued to use the same 

technology there for over five decades. Only recently 

has the mindset at the NOC begun to change. Campos 

Echeverría believes that this is one example of an area that 

is ripe for development through international partners. 

Campos Echeverría concludes by saying that, “until a few 

years ago, Pemex did everything; it drilled, manufactured 

pipelines, did the compression; it handled the entire 

process by itself. As a result, Mexico never developed 

technology as other countries like Brazil did. But, thanks 

to the new contracting model, now is the time to develop 

technology, and more importantly, to develop a national oil 

industry. The country can get back on track to where the 

oil industry benefits all Mexicans. This is not just a political 

reality; it is an economic and business reality that already 

exists. Mexico is a country for big business and things will 

get even easier and more attractive in the years to come.”

Mexican companies that have worked in mature fields and 

already know which well produces how much and what the 

potential of the various fields is. It might also be a Mexican 

company that provides you with the logistics of how to do 

business in Mexico. Yes, there is Mexican technology and 

the oil industry requires technological applications in many 

areas ranging from how to inject fluids into a well to how 

to optimize production levels. There is a technology culture 

in Mexico, but we need to further develop it. We have very 

qualified engineers and, most importantly, we know the 

ground and the subsoil and that is always important. For 

example, if you want to buy a mine and it already includes 

the seven dwarfs, you have more opportunities to succeed 

in that business. The Mexican companies are those seven 

dwarfs who know the mine and know the field, the logistics 

and the territory. You don’t necessarily have to associate, 

but it’s an option. The important point is that you can 

establish yourself and you have 80 years to do business.”

The technologies that Mexico needs, according to Campos 

Echeverría, are those that will help Pemex develop wells 

that are already producing. He points to the example of 

Venezuela as a country that had problems with the geology 
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“WE INSIST THAT OUR CLIENTS 

EMBARK ON STRATEGIC ALLIANCES 

TO PRESENT A SINGLE OFFER TO 

THE OPERATORS OF THE INCENTIVE-

BASED INTEGRATED SERVICE 

CONTRACTS. OPERATORS LIKE THIS 

CONCEPT, BECAUSE IT SAVES THEM 

A LOT OF MONEY AND STREAMLINES 

COMMUNICATION AND OPERATIONS”

DEVELOPING MEXICO’S SERVICE SECTOR

ENERGY REFORM STRENGTHENS 
BUSINESS CASE FOR ALLIANCES 

One of Pemex’s greatest challenges, argues Luís Vielma Lobo, Founder of CBM Ingeniería Exploración y Producción, is that it 

fails to completely grasp the importance of service providers. “Most of the time, Pemex sees service companies as businesses 

that are only looking to increase their profits, rather than help them solve problems. Pemex has had bad experiences in 

the past and I am sure this is why the attitude still persists, but they cannot make such a judgement based on one or two 

companies.” Vielma Lobo also believes that the service sector in Mexico has failed to boom because of its own failings. He 

cites the fact that many service companies do not believe Pemex has execution capabilities and that the oil sector has been 

unwilling to turn itself around and become more e�cient.

Suggesting that Mexico should look to the examples of Norway and Scotland and develop a national strategy for creating 

a more developed service sector, Vielma Lobo suggests three strategies that he would follow. The first would be to define 

a strategy for local content. He points to the example of Petrobras as a company that has clearly and intelligently designed 

local content rules, measuring local content in di�erent ways depending on the type of company, from pipeline companies 

to drilling rig construction companies and consultancies, and demanding di�erent levels of national participation from 

each. This, Vielma Lobo believes, would provide the basis for the development of a national service sector, as it would then 

encourage international companies to set up Mexican operations in order to comply with the laws. 

The second step Vielma Lobo would take to develop the Mexican service industry would be to encourage Mexico’s 

leading entrepreneurs to enter or invest in the industry, which would be much easier following the first step related to  

national content. 

“Thirdly and most importantly,” says Vielma Lobo, “is to put in place a system that allows the measurement of improvement 

in the sector. Based on such information, the industry will then know what further changes are required and how di�erent 

parts of the sector are performing.” 

When asked about the role that Pemex should play in bringing international service companies to Mexico, Vielma Lobo 

answers that it should be up to the service sector to look internationally to bring in new technologies rather than the NOC. 

“I don’t think that Pemex has to play the babysitting role in encouraging this activity. It should be part of the challenge for 

national investors. You have to create an environment with clear lines and rules so that private national investors have the 

chance to go and talk to whomever they want and bring them to Mexico. The transaction is not so clean once a public sector 

company gets involved.”
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Even though you had a high-technology package, it was hard 
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to handle each one of the contracts. It is much easier to have 
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companies that aren’t necessarily subsidiaries, but companies 

that complement one another in terms of service and that 

make it easier for the developer to do business in Mexico.” 

Campos Echeverría believes that this is the secret of the 
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industry. He points out that companies that could previously 

not a�ord to establish a large operation in Mexico, particularly 

those based in the United States and Canada, can come here 

by associating with a Mexican company, and be successful 

by complementing the skills of a national company already 

established in the market. 

As an example, Campos Echeverría points to the 
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company Tesco Corporation and Nuvoil, a Mexican 

engineering company. BC Legal Consulting is working to 

help additional companies collaborate in similar ways in 

order to augment the skills that the consortium can o�er. 
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opportunities for service providers as new players start to 

operate on Mexican energy projects. “In this firm, we insist 

that our clients embark on strategic alliances to present 

a single o�er to the operators of the incentive-based 

integrated service contracts. Mexico needs alternatives and 

the advantage of alliances is that the developer or owner of 

the field only has to deal with one or two persons instead 

of 20 or 40. In this country, contract administrators make 

a lot of money which ultimately comes from the operator.  

When we talk to new or potential operators, we suggest 

working with a group of suppliers and service providers 

that is made up of several companies with just one contract 

administrator. Operators like this concept, because it saves 

them a lot of money and streamlines communication and 

operations. Also, having more operators than only Pemex 

improves the conditions for suppliers and service providers. 

Historically, Pemex has been the sole operator, using its 

monopoly to set prices and terms. Mexico committed a 

historical error in never developing its own technology, 

because we just had one operator,” he says. It is also 

Mexico’s long term-prospects that should make it attractive 

of its reserves, with low permeability and heavy oil. For 

Pemex’s Tabasco fields, American and Canadian companies 

will be best positioned to provide the advanced drilling 

technology needed to fully exploit them. He believes that 

Pemex has had so many di�culties to date in Chicontepec 

because the company has continued to use the same 

technology there for over five decades. Only recently 

has the mindset at the NOC begun to change. Campos 

Echeverría believes that this is one example of an area that 

is ripe for development through international partners. 

Campos Echeverría concludes by saying that, “until a few 

years ago, Pemex did everything; it drilled, manufactured 

pipelines, did the compression; it handled the entire 

process by itself. As a result, Mexico never developed 

technology as other countries like Brazil did. But, thanks 

to the new contracting model, now is the time to develop 

technology, and more importantly, to develop a national oil 

industry. The country can get back on track to where the 

oil industry benefits all Mexicans. This is not just a political 

reality; it is an economic and business reality that already 

exists. Mexico is a country for big business and things will 

get even easier and more attractive in the years to come.”

Mexican companies that have worked in mature fields and 

already know which well produces how much and what the 

potential of the various fields is. It might also be a Mexican 

company that provides you with the logistics of how to do 

business in Mexico. Yes, there is Mexican technology and 

the oil industry requires technological applications in many 

areas ranging from how to inject fluids into a well to how 

to optimize production levels. There is a technology culture 

in Mexico, but we need to further develop it. We have very 

qualified engineers and, most importantly, we know the 

ground and the subsoil and that is always important. For 

example, if you want to buy a mine and it already includes 

the seven dwarfs, you have more opportunities to succeed 

in that business. The Mexican companies are those seven 

dwarfs who know the mine and know the field, the logistics 

and the territory. You don’t necessarily have to associate, 

but it’s an option. The important point is that you can 

establish yourself and you have 80 years to do business.”

The technologies that Mexico needs, according to Campos 

Echeverría, are those that will help Pemex develop wells 

that are already producing. He points to the example of 

Venezuela as a country that had problems with the geology 
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“THE RECEPTIVENESS TO EQUITY INVESTMENT OPPORTUNITIES AMONG 

THE INCUMBENTS IS VERY HIGH BECAUSE THEY RECOGNIZE THAT THEIR 

PERMANENCE IN THIS INDUSTRY AS A RELEVANT SERVICE PROVIDER IS A 

PERISHABLE CONDITION”              - Gonzalo Gil White, Co-CEO of Oro Negro

INVESTORS BELIEVE IN MEXICAN 
OILFIELD SERVICE OPPORTUNITIES

Pemex is now employing to assign contracts makes it 

almost a pre-requisite for service providers to have the 

capability to access state of the art technology.  Outdated 

technology endured when contact assignment followed 

a single criterion – lowest unit cost of service – and will 

tend to disappear as the obsolescence of the existing 

plant is laid to bare in an environment that requires 

immediate results and e�ciency.  “Some of these assets 

are not necessarily commodities in the marketplace 

so there’s a barrier to entry associated with the asset 

itself. Sometimes the only way to be competitive is to 

have the ability to own the asset and amortize it over a 

longer period of time,” explains Gil White. Many service 

companies do not have the financial wherewithal to 

make those investments and Pemex cannot a�ord to 

delay its investment programme. “We recognize that the 

receptiveness to equity investment opportunities among 

the incumbents is very high because they recognize that 

their permanence in this industry as a relevant service 

provider is a perishable condition if they don’t have the 

financial capability to invest in the assets, which are in 

most cases the critical factor that determines contract 

assignment,” says Gil White.

Based on years of experience providing structured 

lending to service providers in the oil and gas industry 

as CEO of Navix, Gil White believes that there are many 

instances where debt capital is insu�cient or ill suited to 

underwrite growth initiatives of incumbents. When service 

providers have to make investments in capital goods with 

a long amortization profile, debt would over lever these 

companies. “Companies have a certain amount of leverage 

on their balance sheets and in order to replenish assets 

or obtain better financing terms for the working capital 

requirements, they require a better capital structure. This 

is where we believe Oro Negro plays a strategic role,” 

explains Gil White. 

Industry partner or financial partner?

To develop technological and execution capabilities, equity 

investment and joint ventures are not mutually exclusive. 

Many industry leaders argue that if Pemex migrates to 

more integrated service contracts, the formation of joint 

ventures to assemble portfolios of capabilities that the 

NOC is looking for in its service providers will become 

the energy sector. “This is very positive for the industry 

since the overall capital requirements are significant. 

Every sector that has strong fundamentals is going to 

attract participants and competition is always helpful: it 

forces you to be the best you can be, so we welcome 

it rather than frown on it. There are more than ample 

opportunities for our e�ort and other e�orts to succeed 

since the opportunity set is orders of magnitude larger 

than the available capital to invest and that’s a very 

favorable dynamic to be in.” 

Rather than trying to develop a large portfolio of 

small investments, Oro Negro will focus on areas 

where the investment on a stand-alone basis is 

considerable and capital itself is a barrier to entry. 

Since asset acquisition in the oil and gas industry can 

be very effectively leveraged, the company will strive 

to achieve a significant leverage multiple by structuring 

the acquisition of assets effectively. “The purchasing 

power of our equity capital can be up to four or five 

times the nominal amount,” says Gil White. “The fact 

that investments do not necessarily follow a single 

recipe increases the potential investment pool. We can 

invest in the capital structure of an existing operating 

company, or we can invest in an asset that we operate 

through a joint venture with an existing operating 

company, both of which can be appealing to Oro Negro 

depending on the situation. Ultimately our capital will 

be finite and substantially inferior to the Pemex annual 

CAPEX programme and so, back to my earlier point, we 

have the opportunity to be very selective.” 

The first months of 2011 marked the announcement of the 

new business ventures of two former Pemex CEOs who 

joined forces with private equity firms to pursue investment 

opportunities in the energy sector. Luís Ramírez Corzo, 

who ran Pemex from November 2004 to December 2006, 

was recruited by Integradora de Servicios Petroleros Oro 

Negro to take up the position of Executive President, while 

his successor as the head of Pemex, Jesús Reyes Heroles, 

who ran Pemex until he was replaced by current CEO 

Juan José Suárez Coppel in September 2009, teamed up 

with Morgan Stanley Private Equity to capitalize on the 

investment opportunities in the energy sector. 

Strong fundamentals

“That visibility of long-term investment, and the inelastic 

nature of this investment, creates a very compelling 

environment when you compare the Mexican oil and 

gas industry to almost any other sector anywhere in the 

world,” says Gonzalo Gil White, co-CEO of Oro Negro.  “It 

is a simple arithmetic calculation. Pemex’s approximate 

cost of exploration is around US$15 per barrel and its cost 

of development is roughly US$18 per barrel. Pemex has a 

policy objective of achieving 100% reserves replacement 

and produces over 1 billion Boe which means that to 

produce and replenish this production volume requires 

an investment of roughly US$33 billion per year. The 

current production and reserve replenishment  policies are 

always subject to change, and that could mean diminished 

investment in the future; however, we see that as highly 

unlikely given the importance of the sector in the Mexican 

economy and the healthy return on investment. The oil 

sector is the most profitable investment opportunity that 

the government has across the board. Through Pemex, 

the government is spending US$30-US$33 to generate an 

asset that it is selling at over US$100 at current market 

prices. Moreover, Pemex is not only aiming to maintain 

current production levels; it has a stated goal of reaching 

crude oil production of 3 million bbl/day by 2017, an 

increase of 20% over current production levels.  This gives 

us comfort that the projected levels of investment will be 

achieved over the coming years.”

Current need for asset financing

The majority of this investment will be channeled through 

service contracts. The more value driven approach that 

increasingly important for long-term success. While 

companies can acquire the required expertise through 

joint ventures, they are also confronted with significant 

initial investments and working capital requirements. 

This creates a necessity to raise su�cient capital, both to 

participate in tenders and align their execution capability 

and financial muscle with their joint venture partners. 

“These are two sides of the same coin: you have to be 

financially solvent in order to meet the requirements 

that Pemex can now incorporate in its tender guidelines 

and to invest in working capital (or in assets, as the case 

may be), to  perform these services, and you must prove 

the technical capabilities and track record to be eligible.  

I think those two issues converge.”

Private equity investment priorities

Oro Negro will focus on segments of the oil and gas 

industry with the strongest growth potential in the 

foreseeable future, both in the medium to long term, but 

there is always risk associated with such investments 

and this is no exception. Weighting those risks and 

measuring the probability of contract roll-over are 

critical success factors, because some of these assets 

will be amortized over a longer period of time than 

the initial contract. The company is primarily focused 

on upstream activities, but does not rule out other 

opportunities in the midstream or downstream markets, 

and sees particular opportunities in direct and indirect 

drilling services. “We see a substantial increase in 

the demand for drilling assets, as well as the need to 

upgrade an aging fleet that is currently in place. Also, 

we see opportunities in o�shore logistical services 

for exploration and production activities as Pemex 

moves into deeper waters. Current infrastructure that 

is designed to serve shallow water infrastructure has 

no scalability as exploration and production migrate to 

deep and ultra-deep reservoirs. Ultimately our activity is 

opportunistic, so we look not only at sectors but specific 

merits that transactions have in order to determine the 

capital allocation process,” explains Gil White. This also 

opens the door for equity investment in operators of 

the new integrated service contracts (ISCs). “These 

contracts are an enhanced version of a traditional 

service and o�er a higher potential return with a higher 

risk involved. If we see opportunities that meet our 

criteria for return on investment, level of risk involved, 

and the operator’s execution capabilities and track 

record, then this is something that we will definitely be 

interested in,” says Gil White, before confirming his firm’s 

interest in cooperating with Mexican companies that  

are participating in the upcoming second ISC  

contracting round.

Competitive portfolios

Oro Negro welcomes healthy competition with Morgan 

Stanley Private Equity and other investors with a focus on 
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plant is laid to bare in an environment that requires 
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so there’s a barrier to entry associated with the asset 

itself. Sometimes the only way to be competitive is to 
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receptiveness to equity investment opportunities among 

the incumbents is very high because they recognize that 

their permanence in this industry as a relevant service 
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requirements, they require a better capital structure. This 
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NOC is looking for in its service providers will become 

the energy sector. “This is very positive for the industry 

since the overall capital requirements are significant. 

Every sector that has strong fundamentals is going to 

attract participants and competition is always helpful: it 

forces you to be the best you can be, so we welcome 

it rather than frown on it. There are more than ample 

opportunities for our e�ort and other e�orts to succeed 

since the opportunity set is orders of magnitude larger 

than the available capital to invest and that’s a very 

favorable dynamic to be in.” 

Rather than trying to develop a large portfolio of 

small investments, Oro Negro will focus on areas 

where the investment on a stand-alone basis is 

considerable and capital itself is a barrier to entry. 

Since asset acquisition in the oil and gas industry can 

be very effectively leveraged, the company will strive 

to achieve a significant leverage multiple by structuring 

the acquisition of assets effectively. “The purchasing 

power of our equity capital can be up to four or five 

times the nominal amount,” says Gil White. “The fact 

that investments do not necessarily follow a single 

recipe increases the potential investment pool. We can 

invest in the capital structure of an existing operating 

company, or we can invest in an asset that we operate 

through a joint venture with an existing operating 

company, both of which can be appealing to Oro Negro 

depending on the situation. Ultimately our capital will 

be finite and substantially inferior to the Pemex annual 

CAPEX programme and so, back to my earlier point, we 

have the opportunity to be very selective.” 

The first months of 2011 marked the announcement of the 

new business ventures of two former Pemex CEOs who 

joined forces with private equity firms to pursue investment 

opportunities in the energy sector. Luís Ramírez Corzo, 

who ran Pemex from November 2004 to December 2006, 

was recruited by Integradora de Servicios Petroleros Oro 

Negro to take up the position of Executive President, while 

his successor as the head of Pemex, Jesús Reyes Heroles, 

who ran Pemex until he was replaced by current CEO 

Juan José Suárez Coppel in September 2009, teamed up 

with Morgan Stanley Private Equity to capitalize on the 

investment opportunities in the energy sector. 
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“That visibility of long-term investment, and the inelastic 
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engineering capacity as a result of flagship Mexican 

companies like Bufete Industrial and Grupo Protexa, which 

were very influential in the development of Mexico’s oil 

and gas sector. However, in the recent past, engineering 

was primarily executed outside of Mexico. Large refining 

projects went to countries such as Korea and Spain and a 

lot of Mexico’s engineering projects were executed outside 

of the country. However, this is now beginning to change, 

and companies are starting to see the value of partnering 

with Mexican engineering companies.

“In the upstream environment, there are still very good 

Mexican firms, some of which have been su�ering a lot and 

as a result have limited capabilities today,” says Saldivar 

Valdés. “Maybe now they are not in the best position, 

but they still have the people and the experience. In the 

upstream, what we bring to the table that is di�erent is our 

relationship with international companies, and execution 

capacity in terms of volume. Whilst these other companies 

need to hire the engineers to execute a project, we already 

have them and can o�er a very rapid response to a project 

as a result.”

Talking about NorthAm’s long-term growth potential in 

the upstream oil and gas industry, Saldivar Valdés says: 

“On the upstream side, which today accounts for around 

one-third of our business, we are definitely intending to 

capture a good portion of the engineering work coming up 

for tender. There are a lot of onshore engineering tasks to 

overcome as well as o�shore. Even in Chicontepec, which 

has always been controversial, there has been a major shift 

in the way Pemex E&P is looking at the engineering portion 

of contracts allocated in this area. Our goal is to be able 

to execute one million man-hours per year by 2014. Right 

now we are at 500,000 man-hours per year. That means 

doubling in size. With the projects that are out there, even 

if we get a rather conservative slice of the pie, we will be 

able to achieve this objective.”

the contractors that Pemex is trying to attract will not 

bring legions of employees with them; the more e�ective 

strategy would be to hire locally and build businesses from 

the Mexican market. We have the potential to do this; there 

are more engineering students graduating in Mexico today 

than there are in the United States.

“This is how we will turn Mexico into a successful market, 

and how Pemex will reach the objectives of increasing 

its reserve replacement rate and production levels,” says 

Westrup Neira. “We need to find companies that can 

provide technology and capital for the long-term, rather 

than companies that are only interested in what I call 

‘hit and run’. The international oil and gas companies 

that have been the most successful in Mexico to date, 

like Schlumberger and Halliburton, have committed 

themselves to the country for the long-term.”

“The biggest challenge for our company is being an 

independent Mexican engineering firm of our size,” 

says Sergio Dan Saldivar Valdés, Director General of 

NorthAm Engineering, a Mexican engineering company 

with experience in the design of topsides for o�shore 

platforms. “We have been very fortunate, growing at 50% 

year-on-year. This now makes us the largest independent 

engineering firm in Mexico. There are other firms that are 

the same size and some are larger, but those are a�liates 

of international engineering companies. The challenge is 

that we have to keep feeding the beast. When you have 

a�liates in other parts of the world, you are able to balance 

workloads by working on projects for other a�liates. That 

has been our biggest challenge and our biggest worry 

moving forward. We need the projects from Pemex and 

CFE to continue growing. If those dry out, we are going 

to have a hard time allocating our execution capacity 

elsewhere in the world.”

However, NorthAm need not worry too much about the 

amount of work for engineering firms coming from the 

oil and gas sector. In the last few months of 2011, Pemex 

contracted around 1.2 million man-hours of engineering 

work, and in the first few months of 2012 intends to contract 

around 2 million hours more, according to Saldivar Valdés.

Most of the work Pemex is contracting is related to 

a revitalization of its o�shore infrastructure, and the 

company is both buying new platforms and refurbishing its 

existing infrastructure. When asked how he believes Pemex 

should manage the balance between these two activities, 

Saldivar Valdés says: “The best development model will be 

a combination of both, and around 50 new platforms will 

be installed at Pemex’s mature shallow water fields in the 

next few years, which is quite an aggressive rate for a two-

year period. But Pemex also needs to maintain its current 

infrastructure in order to maintain production rates.”

Regarding how Pemex’s development plans fit into the 

growth of NorthAm, Saldivar Valdés explains that: “While 

we know Pemex intends to develop a lot of platforms in 

shallow water in the coming few years, in the long-term 

we will see more FPSO and deepwater projects being 

announced, and as a result we are working very closely 

with partners in the US, primarily with Foster Wheeler 

Upstream, to interest them in the Mexican market, and 

be able to jointly push projects where NorthAm currently 

lacks the expertise. Five years from now, we hope to be 

able to develop engineering for those projects.”

Saldivar Valdés says that, in general, companies from 

outside the country have high regard for Mexican 

“In past development of its shallow water assets, Pemex 

has faced many restrictions on investment. Therefore, it 

has not been easy for people to properly plan and manage 

the exploitation of the fields,” says Enrique Westrup Neira, 

President of CPI Ingeniería y Administración de Proyectos. 

“The situation we have today is not due in any way to a 

lack of experience on the part of Pemex’s engineers.” 

This is not a revelatory stance: Pemex for many years has 

been aware of the impact of budgetary constraints on its 

development plans. 

“Another result of the budgetary restraints placed on Pemex 

has been the creation of the incentive-based integrated 

service contracts,” says Westrup Neira. However, he is not 

hopeful these new contracts will be successful given that 

international companies will not be able to book reserves 

under their current structure. Another issue for the future 

of these contracts, according to Westrup Neira, is a global 

lack of contractors to work on projects. “Every company 

in the market is looking to hire engineers and project 

managers to keep up with demand. This is something that 

we are trying to address in Mexico through the country’s 

Construction Chamber and Engineering Academy. The 

Academy has organized symposia in recent years, in order 

to discuss the future of engineering in Mexico. Our country 

needs stronger policy to bolster its internal market, as 
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is well-known that Pemex wants to maintain a 100% 

reserves replacement rate, which means a lot of work 

and opportunities. Maintaining a production of 2.5 

million bbl/day implies increasing drilling activities 

considerably, among other things, and this can give 

a big boost to Grupo Protexa’s o�shore business. By 

increasing production levels to 3.3 million bbl/day 

by 2026, Pemex will be producing even more work 

for us in the years to come.” In order to participate in 

deepwater projects and realize strategic partnerships, 

Grupo Protexa is planning on purchasing new equipment, 

mainly dynamic positioning vessels, according to  

Lobo Paluska. 

Furthermore, Grupo Protexa is looking to partner with 

other companies. “The new contracting framework will 

result in companies that are not yet established in Mexico 

looking for collaborations with Mexican companies that 

know the domestic market and its risk. Grupo Protexa can 

be a good option,” says Lobo Paluska.

and has been involved in many Pemex projects, including 

the Cantarell project, from the early days.

Today, Grupo Protexa’s contracts range from the 

installation, maintenance and modernization of o�shore 

platforms to the construction and laying of underwater 

pipelines between platforms and the coast. 

The o�shore construction division is headquartered in 

Tuxpan, Veracruz, and has the capacity to process 20,000 

tonnes of steel per year. In addition to constructing 

o�shore platforms, it also provides accommodation and 

catering services for both its own personnel and those 

of Pemex. 

Protexa’s dedicated oil unit is specialized in providing 

exploration and drilling services by producing oil-based 

mud systems for the exploitation of wells through the use 

of drilling fluids. The unit’s facilities in the Southeast of 

Mexico are capable of meeting the demands of up to 50 

wells simultaneously. 

Pemex has rewarded Grupo Protexa on a number 

of occasions for what it believes to be a long-term 

commitment to the energy sector and a relationship with 

the NOC. Condux, one of Protexa’s o�shore construction 

companies, was certified a Reliable Provider by Pemex 

and the construction of the PP-LUM-A drilling platform 

in 2008 was highlighted by Pemex o�cials “as the 

first platform to leave the construction yard without a  

single failure”.

In the future, says Fernando Lobo Paluska, Director 

General of Grupo Protexa, the company is planning to 

maintain its position in the market by taking advantage of 

its history and reputation as one of the most experienced 

engineering and construction companies in Mexico. “As 

a construction and service company, we are working to 

be very e�cient and competitive to grow together with 

Pemex,” he says. 

With Pemex’s planned expansion to deepwater, Lobo 

Paluska sees new opportunities for Grupo Protexa: “It 

“THE NEW CONTRACTING FRAMEWORK 

WILL RESULT IN COMPANIES THAT 

ARE NOT YET ESTABLISHED IN MEXICO 

LOOKING FOR COLLABORATIONS WITH 

MEXICAN COMPANIES THAT KNOW THE 

DOMESTIC MARKET AND ITS RISK. GRUPO 

PROTEXA CAN BE A GOOD OPTION”

GRUPO PROTEXA TAKES PRIDE IN ITS HISTORICAL ACHIEVEMENTS IN THE MEXICAN OIL AND GAS INDUSTRY:

 region, and 70% of all contracts from 1997 to December 2011.

 recompression station, in 1994. The overall project was certified by the ABS (American Bureau of Shipping) and some 

 of the technical applications were certified by ANSI, API, and IMP standards among others. 

 hydrocarbon recovery. 

 

 private company with the largest tonnage in Mexico.

projects for the transportation of water, gas, oil and other 

fluids on any type of surface, including sea, swamps 

and rivers. Today, Grupo Protexa is comprised of several 

companies that specialize in di�erent areas: o�shore 

construction, onshore construction, industrial services 

and environmental services. 

As part of Protexa’s o�shore construction division, 

Mexican Maritime Constructions (CMM), has more than 

30 years of experience in setting up many types of 

installations for the o�shore oil and gas industry in Mexico 

Initially dedicated to the production and application of 

roofing products for residential and industrial purposes, 

Grupo Protexa was founded in Monterrey, Nuevo Leon in 

1945 by Don Humberto Lobo Villareal. The first contracts 

for the laying of oil and gas piping were obtained 

in 1955, when Protexa entered the building industry. 

Protexa took the first step to enter the international 

market in 1960, and the installation of industrial plants 

in Colombia, Argentina, Brazil, Chile, Venezuela and Italy 

soon followed. The company continued to grow and 

diversify by implementing more complex engineering 

Source: Grupo Protexa
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One interesting development in the Mexican infrastructure 

and construction market in recent years has been the entry 

of Asian companies. López Montes says that Infrastructure 

Consulting is well-aware of the opportunities that partnering 

with these companies can bring: “It is not something that 

is on my priority list right now, but I know that I have to 

be a part of it, because I cannot deny the fact that Asian 

investment will begin to flow more readily into Mexico and 

other North American countries in the coming years. Even 

today in the US, you see a lot of investors from China that are 

interested in participating in construction projects.” From 

his previous work with Asian companies, López Montes says 

he believes the cultural element of business dealings should 

not present too much of a problem. “At the end of the day, 

Asian businesses are not that di�erent from Western ones. 

Particularly in Mexico, considering the new public private 

partnership (PPP) legal framework, I think Asian business 

can find a home. Unlike the US, there is more room in Mexico 

for adaptation, which will lead to a better flow.”

Although López Montes believes that the biggest foreign 

investment in the oil and gas sector will come from the US 

and Canada over the next few years, he says that it does 

not mean that these countries necessarily view Mexico 

as the most attractive destination for their infrastructure 

investments. “Companies from these countries have other 

options and Mexico is not quite at the top of that list yet. 

Some companies are looking at the country because they 

have to - they should not rule out Mexico until they have 

looked at whether it can be attractive for them. However, 

I can say with some confidence that given the current 

political and economical environment  in the US, service 

companies would still rather invest at home than in Mexico.”

“Mexico’s new legal framework for oil and gas contracts will 

definitely help our business,” says Horacio E. López Montes, 

General Manager of Infrastructure Consulting, a company 

focused on working with companies on private and public 

sector infrastructure contracts. “It will provide a better 

environment for investment, and what we do as a company 

is help investment basically succeed in Mexico. Having a 

new legal framework was essential. It is not the best legal 

framework, but it is what we were able to get given the 

political environment and available timeframe. I think the 

legal framework will get better as projects move forward.”

López Montes says that the very nature of the global oil and 

gas industry is changing, to the extent that reserves are no 

longer the only way the value of an oil and gas company 

is measured, and that this could have implications on the 

attractiveness of the new integrated service contracts. 

“The industry itself is changing and the way in which you 

value an oil and gas company is evolving. Today, an IOC 

can be small if the company concerned is courageous 

enough under a di�erent set of value rules, and starts 

looking into new markets. They have to be brave; however, 

a lot of investors are afraid of these changes, being so used 

to reserves being the only factor that generates value.”

One of the areas of the Mexican oil and gas industry where 

many people see a lot of opportunity for infrastructure 

investment relates to Pemex’s drive to improve its o�shore 

equipment. López Montes’ view challenges this assumption. 

“Although Pemex is looking to put out new tenders for rigs 

and platforms, I do not think this business will really take 

o� at any time in the next five years. Platform construction 

can take place practically anywhere outside of Mexico 

–most likely in southern Texas, but only once Pemex 

begins deepwater exploration and production in Mexico 

– regardless of where the platforms were actually built, 

then there will be much better opportunities. However, by 

the time Mexico is truly ready to get into the deepwater 

exploration and production business, our clients might be 

engaged in other, more exciting projects elsewhere in the 

world. In order for successful deepwater development to 

take place, both readiness aspects have to be aligned.”

López Montes believes that the most interesting 

infrastructure projects in the coming years for new players 

will be in marginal fields, as the integrated service contract 

model is better aligned to produce positive collaborations 

in these areas than in more risky areas such as deepwater. 

“These deepwater projects will take at least five years 

to be awarded and developed, and this provides a lot of 

opportunities for us in the short-term,” says López Montes.

CHANGE IN THE MEXICAN MARKET 
FOR INFRASTRUCTURE PROJECTS

Horacio López Montes, General Manager of Infrastructure Consulting

ENGINEERING CHALLENGES FOR 
THE DOMESTIC INDUSTRY

very complex situation because if we separate the sulfur, 

we then have the problem of where to dispose of it, since 

it has a very high toxic content. It damages our pipelines 

more easily, and we have to apply an innovative system, 

developed for our country, to our installations. Secondly, 

we are dealing with new oilfields in deepwater, and we 

don’t have su�cient technology to drill these fields at 

the moment. This is a problem that has been delayed 

for many years, but now is the time to face it, so that we 

can successfully develop deepwater projects five years 

from now.”

Genis Juárez believes the cheapest way for Pemex to 

develop its deepwater technology would be for domestic 

engineering companies like Vigen to subcontract the 

international companies, and that this option would 

furthermore provide the best way for technology 

transfer between international companies and Mexican 

ones. “The main restrictions on us are Articles 28 and 

29 of the Constitution, which prohibit associating with 

foreign companies. So if we would like to proceed with 

future partnerships, we have to appropriately interpret 

these articles. The legislation does not strictly prohibit 

partnerships, but in order to ensure a partnership 

nowadays, it has to be done on an international level,” 

says Genis Juárez.

As an engineering company focused on the oil and gas 

industry, one of Vigen’s biggest competitive advantages 

is the fact that 70%-80% of its current employees used 

to work at the Mexican Petroleum Institute (IMP), and 

as a result have a lot of experience tackling Pemex’s 

engineering challenges. Some of the company’s 

employees worked on Pemex’s first o�shore platforms in 

the 1980s, and therefore have a deep working knowledge 

of the evolution of Mexico’s o�shore engineering needs.

Since its re-establishment in 1996 (the company 

was first founded in 1990), Vigen has worked on 

platform projects at both Cantarell and Ku-Maloob-

Zaap, participating in work on compression platforms, 

drilling rigs, living quarters and pipeline systems. The 

company’s contribution to these projects has been the 

development of engineering, supervision of construction, 

commissioning and services for the testing and startup 

of projects.

Héctor Alejandro Genis Juárez, General Director of 

Vigen, believes that the biggest focus of oil and gas 

engineering companies in Mexico will be addressing 

problems that are unique to Mexico. “There are two 

major problems with the oilfields in Mexico. First of 

all, our oilfields have a high sulfur content, which is a 

problem that does not exist in other countries. It is a 

“BY THE TIME MEXICO IS READY, 

OUR CLIENTS MIGHT BE ENGAGED IN 

OTHER, MORE EXCITING PROJECTS 

ELSEWHERE IN THE WORLD”
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SAFETY IMPROVEMENTS TO  
TRADITIONAL TECHNOLOGY

 

 Copiisa’s pumping equipment and eliminating   

 the water-based cooling system from its 

 equipment, which reduces polluting gases 

 generated and water waste. 

 

 and gas industry that help to curb gas flaring and 

 venting by processing associated gas for re-use.

 

 two oil-free screw compressors according to 

 API-619, in which one operates with an  

 electric engine while the other uses a gas 

 combustion engine. 

“Since the executives of both BIMSA and Copiisa O�shore 

have a lot of experience in the field, we have always been 

concerned about industrial safety and the environment; 

we are always aiming at having them go hand-in-hand 

with technology. We create our technical equipment 

to be easy and safe to use, but more importantly 

environmentally friendly and in compliance with national 

and international standards and specifications,” says 

Marcial Meneses Carro, CEO of Copiisa O�shore and 

Commercial Director of BIMSA.

Bombas Internacionales Mexicanas (BIMSA) was set 

up four decades ago to develop and manufacture 

centrifugal pumps for the oil and gas industry. Today, the 

group of companies has expanded to provide industrial 

packages to the Mexican gas industry through BIMSA 

Industrial Packages and Copiisa O�shore, o�ering tools 

and solutions to the o�shore oil and gas industry.

As Meneses Carro says, Copiisa has always had a focus on 

providing solutions to the oil and gas industry with a focus 

on making safety improvements to traditional technology. 

Regarding designing a plant air package (see box 

above), Meneses Carro says: “With this, we endorse 

our commitment to promote industrial safety and 

environmentally-friendly standards, as this equipment 

is installed in separated batteries or in di�erent oil 

installations in which the majority of equipment is set o� 

through pneumatics. The electric energy supply is not 

very reliable, so we designed the equipment in such a 

way that it can work with gas. Instead of burning the gas 

and releasing it directly into the atmosphere, we use it 

as a combustible in our equipment to generate energy.” 

Meneses Carro points out that this technology is not yet 

available in either the United States or Europe.

Despite the fact that companies in Mexico are innovating 

in oil and gas equipment design, the perception that 

Mexico is slow to adopt new technologies still prevails 

in the industry. Talking about a possible solution to this, 

Meneses Carro says: “The manufacturers need to get in 

touch with Pemex and show them their technologies. 

Pemex has to open its doors to all companies without 

being selective and has to consider the options that the 

market has to o�er. Clearly, this would be something 

from which Pemex could benefit. Mexicans need a very 

extensive set of criteria so they don’t get too attached 

to the previous technology.” 

Meneses Carro says it has not been easy to establish 

Copiisa O�shore and BIMSA in the Mexican oil and gas 

industry, and compete with the established technology 

of multinational oilfield service companies. However, by 

o�ering a competitive local service, the companies have 

succeeded in gaining a sizeable percentage of Mexican 

market share.

INNOVATION IN THE MEXICAN 
EQUIPMENT MARKET

is included with Roxtec’s products, which are modular, 

and allow for di�erent diameter cable to be added and to  

be sealed.”

However, as Roxtec Mexico’s Managing Director explains, 

the company’s focus has not just been limited to the 

o�shore oil and gas industry in Mexico: “We provide our 

products to a range of onshore facilities, from refineries 

to gas manufacturing plants. We have a full range of 

certifications from all kinds of di�erent regulatory 

agencies, both governmental and non-governmental. For 

those areas where we are not certified, we are happy and 

keen to gain the certifications through the testing of our 

products. As a global company, we have put a lot of e�ort 

into focusing and tailoring our services to the onshore oil 

and gas industry, because it is a huge potential market.

“Just imagine,” continues Guarneros, “everything in the 

oil and gas industry has to be controlled and automated. 

Everything requires panels and di�erent gadgets, which all 

require cables. Everything needs to be routed to a control 

room or a data centre. This is where our products come 

into play. Additionally, cables that go inside a refinery or 

inside a gas manufacturing plant need to be sealed, and 

some of those cables need to be made explosion-proof. 

There are many opportunities to grow in this sector.”

Multidiameter is a uniquely flexible cable and pipe sealing 

technology developed by Roxtec, the innovative Swedish 

company with roots in the shipping industry. With a focus 

on modular design and easy installation, the sealing 

system allows for simple maintenance and provides built-

in capacity for future modifications, which helps to avoid 

future problems after the installation of the system to a 

project. The Multidiameter technology allows the sealing 

system to adapt to many di�erent cable and pipe sizes 

in order to provide maximum flexibility both during initial 

installation, and should on-site sealing be required in  

the future.

Alfonso Guarneros, Managing Director of Roxtec Mexico, 

explains that the manufacturing process for Roxtec’s 

Multidiameter products is still largely concentrated in 

Sweden, but that there is room in the value chain for 

expansion. “All the blue rubber components for our 

products are manufactured in Sweden, and the frames 

are manufactured in the US and Poland, but everything 

that comes to Mexico is from Europe,” Guarneros says. 

“Mexico has fantastic manufacturing facilities, and I would 

love to see Roxtec manufacturing some of its steel frames 

here in the future, as a base for both Latin America and 

the US.

 “Because Roxtec’s background is in the shipping industry, 

one of the company’s core businesses has been providing 

products for the o�shore oil and gas industry. A lot of our 

work o�shore is concentrated on Pemex’s jack-up rigs. 

O�shore companies demand from our products stringent 

safety measures, such as fire resistance, water-tightness 

and gas-tightness. They like our products because they fit 

all these requirements. Additionally, once the product is 

installed, it is very easy to seal additional cables with it. 

This is unique to Roxtec’s products. We say that the future 
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new and constructive relationship of collaboration.” 

The company also makes donations to Campeche; for 

example, the NOC donated US$17.4 million in 2007 

with the goal of improving roads, basic education, and 

fishermen’s quality of life.

With the decline of Cantarell and the peak of Ku-Maloob-

Zaap, the question of what will happen to the city’s 

economic activity looms ahead; it now relies on the  

oil industry.

Development: Too much, too fast?

One cannot say the oil industry has contributed much 

to the city’s progress, according to Aracely Escalante, 

President of the Ciudad del Carmen municipality. 

Although Ciudad del Carmen’s inhabitants are proud 

of the name it has made for itself on regional, national 

and international levels, Municipal President Aracely 

Escalante says the oil industry has not contributed much 

to the city’s progress. “It’s important to point out that 

improved quality of life is relative; although part of the 

population did benefit, we are not certain that the bulk of 

the inhabitants have experienced favourable changes,” 

the municipality’s President says. She adds that living 

In the early 1970s, Pemex carried out its first exploration 

activities in the Campeche Basin, which subsequently led 

to the discovery of the Cantarell field about 70km from 

Ciudad del Carmen. Before that time, the coastal city was 

more known for its fishing activities, but within a decade 

gained a reputation for great opportunities related to oil 

production. Cantarell produced about 38% of Mexico’s 

crude in the 1980s, and 63.2% of production when it 

peaked in 2004. Since then, its production has declined 

considerably. Pemex discovered another field, named Ku, 

that led to the development of the Ku-Maloob-Zaap area 

located 107km northeast of Ciudad del Carmen; today it 

is Mexico’s largest oil producer.

After Pemex started production activities in the region, 

Ciudad del Carmen’s population grew considerably. 

Between 1970 and 1980, the municipality’s population 

doubled to 144,684, and continued growing to 221,094 

in 2010, according to INEGI statistics. This is the result 

of specialized oil industry sta� immigration, which also 

lead to thousands of secondary jobs created by industry 

activity. The number of inhabited housing facilities 

increased to nearly 60,000 in 2010 from nearly 40,000 

in 1995 and the city grew by about 64 hectares annually 

between 1993 and 2009. Ciudad del Carmen had been 

known for its shrimping industry, which started in the 

1940s and had dominated the city’s working life for some 

decades, but with the rise of the oil era came the decline 

of shrimping.

Pemex invested US$30.43 million in Campeche from 

1995 to 2006 in projects of mutual benefit, meant to 

help both Pemex’s economic growth in the Carmen 

municipality and the population’s standard of living. In 

2007, the NOC signed an agreement with Campeche 

State’s government to “strengthen and consolidate a 

standards are linked to the quality of public services: 

the needs for these services have grown in Ciudad del 

Carmen, but the city’s income is not growing at the same 

rhythm. “We weren’t prepared to meet the increase of 

public services needed. This has caused and is continuing 

to cause problems, as our resources are insu�cient to 

meet the growing needs of the population.” According 

to Escalante, what Pemex contributes through taxes 

doesn’t reflect what the city has to distribute to provide 

public services.

The importance of Pemex’s donations in the context of 

the company’s community support policies should not 

be denied, but Escalante says Pemex could do more to 

encourage local participation, such as awarding contracts, 

being more open to temporary collaboration works, and 

hiring local labour. 

As to the e�ects of the region’s waning oil reserves, 

Escalante says one can suppose that, as Ciudad del 

Carmen’s economy changed with the oil boom, there might 

be another change with the decline of Pemex’s activities. 

“It is possible that a part of the population emigrates 

and that economic activity might contract. We think 

this will happen, but we don’t know over what period of 

time,” Escalante says. “Fortunately, we have other natural, 

renewable resources and tourism attractions. We have 

lived through an experience that taught us lessons: among 

others, that we shouldn’t depend on a single alternative. 

It’s time to diversify.”

ENTREPRENEURS BEHIND THE OFFSHORE 
SERVICES INDUSTRY

explains. “Growing up in Ciudad del Carmen has allowed 

us to get acquainted with oil industry people from all over 

the world, which in turn opens up our world to di�erent 

cultures. Some of the best companies in the industry work 

here, which means if you want to succeed in the market you 

have to work extremely hard, preparing yourself as best as 

you can in terms of safety, quality and administration. This 

leads to our continuous personal development as well as to 

the development of the island.”

The growth of Ciudad del Carmen transformed the island 

into a place where young people can look towards a 

stable future, and many of them base their career choices 

on the demands of the oil industry. “They have a clearer 

idea of where they want to go, because there actually is 

somewhere to go,” del Río says. Students in Ciudad del 

Carmen focus their attention on the challenges facing the 

oil and gas industry and prepare themselves accordingly, 

whether as engineers, geologists, or even - like Juan Carlos 

del Río - administrators of their own companies.

Before the discovery of Cantarell, Ciudad del Carmen was a 

quiet island town known mainly for its fishing industry, with 

a small and traditional population. With the discovery of 

Cantarell in 1976, however, came a massive migration that 

rapidly turned the island into one of the most important 

hubs for Mexico’s oil and gas industry. Ciudad del Carmen 

morphed from a fishing port into an oil services hub. In 

terms of infrastructure, the island saw vast construction of 

roads and buildings over the subsequent 30 years. Ciudad 

del Carmen may have lost the small town feel it used to 

have, but it gained the creation of an entrepreneurial 

culture where the local people are able to take advantage 

of business opportunities and work to bring new jobs to 

the region.  

“I’m originally from Ciudad del Carmen and I was able find 

work in the area. A lot of people don’t have this opportunity 

because they have to find work outside of their village,” 

Juan Carlos del Río, who founded IECESA, a local oil and gas 

services company, in 1991 after Ciudad del Carmen bloomed, 

C-0018, Mexico Oil & Gas Review (2012)



154 155

CIUDAD DEL CARMEN: CAPITAL 
OF THE OFFSHORE INDUSTRY

YOUR BEST PARTNER IN BUSINESS
PROCESS OUTSOURCING
OUTSOURCING SOLUTIONS FOR FOREIGN DRILLING CONTRACTORS
We are a third party outsourcing approved by PEMEX and have eight years 
experience in the petroleum sector.

Calle Delfín No. 89
entre Ostión y Tiburón
Col. Justo Sierra  C.P. 24114
Cd. del Carmen, Campeche
Tel.    52 ( 938 ) 382-90-63
info@comive.com.mx

We provide you with PERSONNEL STAFFING solutions for:
Driller   Mechanic
Driller Assistant  Motorman
Crane Operator  Electrician
Assistant Crane Operator Storekeeper
HSE Advisor  Vessel Protection O�cer (OPB)
Mechanical Engineer

new and constructive relationship of collaboration.” 

The company also makes donations to Campeche; for 

example, the NOC donated US$17.4 million in 2007 

with the goal of improving roads, basic education, and 

fishermen’s quality of life.

With the decline of Cantarell and the peak of Ku-Maloob-

Zaap, the question of what will happen to the city’s 

economic activity looms ahead; it now relies on the  

oil industry.

Development: Too much, too fast?

One cannot say the oil industry has contributed much 

to the city’s progress, according to Aracely Escalante, 

President of the Ciudad del Carmen municipality. 

Although Ciudad del Carmen’s inhabitants are proud 

of the name it has made for itself on regional, national 

and international levels, Municipal President Aracely 

Escalante says the oil industry has not contributed much 

to the city’s progress. “It’s important to point out that 

improved quality of life is relative; although part of the 

population did benefit, we are not certain that the bulk of 

the inhabitants have experienced favourable changes,” 

the municipality’s President says. She adds that living 

In the early 1970s, Pemex carried out its first exploration 

activities in the Campeche Basin, which subsequently led 

to the discovery of the Cantarell field about 70km from 

Ciudad del Carmen. Before that time, the coastal city was 

more known for its fishing activities, but within a decade 

gained a reputation for great opportunities related to oil 

production. Cantarell produced about 38% of Mexico’s 

crude in the 1980s, and 63.2% of production when it 

peaked in 2004. Since then, its production has declined 

considerably. Pemex discovered another field, named Ku, 

that led to the development of the Ku-Maloob-Zaap area 

located 107km northeast of Ciudad del Carmen; today it 

is Mexico’s largest oil producer.

After Pemex started production activities in the region, 

Ciudad del Carmen’s population grew considerably. 

Between 1970 and 1980, the municipality’s population 

doubled to 144,684, and continued growing to 221,094 

in 2010, according to INEGI statistics. This is the result 

of specialized oil industry sta� immigration, which also 

lead to thousands of secondary jobs created by industry 

activity. The number of inhabited housing facilities 

increased to nearly 60,000 in 2010 from nearly 40,000 

in 1995 and the city grew by about 64 hectares annually 

between 1993 and 2009. Ciudad del Carmen had been 

known for its shrimping industry, which started in the 

1940s and had dominated the city’s working life for some 

decades, but with the rise of the oil era came the decline 

of shrimping.

Pemex invested US$30.43 million in Campeche from 

1995 to 2006 in projects of mutual benefit, meant to 

help both Pemex’s economic growth in the Carmen 

municipality and the population’s standard of living. In 

2007, the NOC signed an agreement with Campeche 

State’s government to “strengthen and consolidate a 

standards are linked to the quality of public services: 

the needs for these services have grown in Ciudad del 

Carmen, but the city’s income is not growing at the same 

rhythm. “We weren’t prepared to meet the increase of 

public services needed. This has caused and is continuing 

to cause problems, as our resources are insu�cient to 

meet the growing needs of the population.” According 

to Escalante, what Pemex contributes through taxes 

doesn’t reflect what the city has to distribute to provide 

public services.

The importance of Pemex’s donations in the context of 

the company’s community support policies should not 

be denied, but Escalante says Pemex could do more to 

encourage local participation, such as awarding contracts, 

being more open to temporary collaboration works, and 

hiring local labour. 

As to the e�ects of the region’s waning oil reserves, 

Escalante says one can suppose that, as Ciudad del 

Carmen’s economy changed with the oil boom, there might 

be another change with the decline of Pemex’s activities. 

“It is possible that a part of the population emigrates 

and that economic activity might contract. We think 

this will happen, but we don’t know over what period of 

time,” Escalante says. “Fortunately, we have other natural, 

renewable resources and tourism attractions. We have 

lived through an experience that taught us lessons: among 

others, that we shouldn’t depend on a single alternative. 

It’s time to diversify.”

ENTREPRENEURS BEHIND THE OFFSHORE 
SERVICES INDUSTRY

explains. “Growing up in Ciudad del Carmen has allowed 

us to get acquainted with oil industry people from all over 

the world, which in turn opens up our world to di�erent 

cultures. Some of the best companies in the industry work 

here, which means if you want to succeed in the market you 

have to work extremely hard, preparing yourself as best as 

you can in terms of safety, quality and administration. This 

leads to our continuous personal development as well as to 

the development of the island.”

The growth of Ciudad del Carmen transformed the island 

into a place where young people can look towards a 

stable future, and many of them base their career choices 

on the demands of the oil industry. “They have a clearer 

idea of where they want to go, because there actually is 

somewhere to go,” del Río says. Students in Ciudad del 
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| VIEW FROM THE TOP

Q: IECESA made a choice to enter into alliances with 

Mexican companies while other companies have made 

strategic alliances with international companies. Why did 

you choose to cooperate with Mexican companies? 

A: IECESA has had a long history of alliances with 

international companies. 18 years ago we entered into our 

first joint tender with a Norwegian company. Culturally, 

it was hard for us to understand each other. They have 

a certain way of doing business that di�ers from the 

Mexican way, a result of years spent partnering with our 

countries’ respective NOCs, Statoil and Pemex. In the 

end, the project was not successful; disagreements over 

pricing and tender terms simply made the collaboration 

too di�cult. We found that it was much easier to partner 

with local companies that fully understood the complexity 

of doing business with Pemex. 

However, our experience did not leave us closed to 

other opportunities, and since then we have explored 

other partnerships. Recently, we have been particularly 

focused on shipping, a new business area that IECESA 

is intent on developing. As a result of trying to enter this 

area, we soon realized that partnerships were the best 

way to move forward in this segment. Although we are 

open to international partnerships, we still believe that 

collaboration with Mexican companies is the easiest way 

for us to proceed. 

Q: Pemex is now grouping more contracts together into 

integrated contracts. To what extent have you had to 

change your business model as a result?

A: Larger companies care more about the high-technology 

aspects of large projects, such as drilling; they don’t 

consider maintenance, installation and construction as 

that important. It’s not a big business for them, and so 

moving to a model where these companies are our main 

contractors has been something of a challenge. Currently, 

IECESA is subcontracted for certain services by companies 

such as Cotemar, Oceanografía and Diavaz, for example, 

rather than focusing on supplying services to Pemex 

directly. This is a very di�erent world for our company, a 

world more oriented towards a corporate business style 

that entails greater legal commitments. 
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Grupo Evya and IECESA hired the vessel Global Explorer DP, owned by Global Enterprises, in August 2005 for maintenance 

work on subsea pipelines in the Campeche basin. However, after beginning operations in October, the project faced challenging 

weather conditions. The situation continued for nine months until, in May 2006, the captain of the Global Explorer ordered 

the ship back to port. According to Javier Camargo Salinas, Director General of Grupo Evya, once back in Veracruz, workers 

on board were ordered to disembark, whereupon the ship set sail at once for Port Arthur, Texas. Consequently, Grupo Evya 

and IECESA were unable to meet their contractual obligations to Pemex.

In January 2009, Grupo Evya and IECESA filed a lawsuit in Seattle, Washington against Global Enterprises for breach of 

contract, unlawful theft of equipment and contractual claims. After a year of litigation, the court ruled in favour of the 

plainti�s. It was also revealed during court proceedings that the Global Explorer had been built from the hulks of two ships 

that in the 1980s had been destined to be sold as scrap; as a result, the vessel’s owner claimed that the Global Explorer was 

not fit to cope with the harsh weather conditions of the Campeche basin. In January 2010 the final ruling came down. The 

court, in addition to finding Global Enterprises guilty, decreed that the firm had taken advantage of the situation by expecting 

the Mexican companies would be unable to e�ectively take an American corporation to court. 

“In the end, the legal system of the United States has a di�erent basis and works very di�erent than the Mexican system. If a 

small company from the United States had taken someone to court here in Mexico, they wouldn’t have won. Maybe we didn’t 

gain any money, because we were only able to recover part of the money we lost by breaking our contract with Pemex, but 

it really was an experience in terms of legal matters for me. Our American counterparts thought that no Mexican company 

would dare to fight them, but we did it because we knew we were right,” says Juan Carlos del Río González, Director General 

of IECESA. “I think it’s necessary to enter into a joint venture with a partner in which both parties win and lose equally. 

Nevertheless, in the end we decided that it’s better to buy the vessel instead of renting it. We prefer to take the risk of making 

a major investment than facing the risk of losing the vessel.”

and generators. Here, Pemex has good preventative 

maintenance policies, because it knows that as a direct 

consequence of not providing preventative maintenance 

in these areas, production can be a�ected. However, 

in the remaining secondary installations, preventative 

maintenance doesn’t exist to the extent that it should.

Q: Has Pemex’s o�shore safety philosophy followed the 

same development trend as its maintenance strategy in 

recent years? 

A: Over the last five to six years, the safety question has 

become more important for Pemex. There used to be 

safety systems, such as fire protection systems, but there 

wasn’t as much emphasis on safety, including in terms of 

providing safety equipment to their personnel; you would 

often see people on the platform without helmets and 

boots. Some companies put more emphasis on providing 

safety equipment to their personnel, but it wasn’t one of 

Pemex’s policies. Now, there is a specific safety annex in all 

of Pemex’s contracts that is very complex and broad, with 

some very high fines for non-adherence. This new safety 

policy is a little overwhelming and drawn out, as Pemex is 

keen to show that it is doing all it can to adhere to these 

new guidelines. 

cannot compete to handle this type of projects, although 

we do have the technological capabilities and experience 

required to participate in these projects.

We are already envisaging the needs of Pemex as it moves 

to deepwater, and hope to be able to make new alliances in 

order to o�er services in this new environment. We imagine 

that these alliances will have to be made with international 

companies, from places like Norway and Brazil, who have 

experience of operating in these unique conditions: that 

experience is missing in Mexico.

Q: Over time, how has the maintenance philosophy of 

Pemex changed, and to what extent is the company now 

focused on preventative maintenance?

A: Unfortunately, even though Pemex says it has a 

preventative maintenance policy, this is not really the 

case – the NOC is still making repairs on a case-by-case 

basis. I think the main reason behind this is the allocation 

of the annual budget, which is more likely to be spent 

on exploration and new infrastructure development than 

preventative maintenance.

In certain areas, preventative maintenance does exist, 

for example in dynamic equipment, engines, turbines 

One of the biggest changes for us as a result of this  

has been our access to financing, which has changed 

a great deal as a result of moving away from 

contracting with Pemex. Now, it is much harder for us 

to find financing in Mexico without Pemex as a direct  

business partner.

Together with Grupo Evya we recently won a major 

contract to provide corrosion prevention, correction and 

protection services for o�shore platforms, which also 

includes complementary maintenance work. Following 

a bad experience with the vessel Global Explorer in 

August 2005 (see box on page 159), contracted by 

Grupo EVYA and IECESA to facilitate the execution 

of a subsea pipeline contract for Pemex, we this time 

decided to acquire a vessel in China to carry out the new 

contract. It’s new for us to manage integrated contracts 

with a vessel.

Q: The technology and expertise that Pemex required to 

produce oil at Cantarell has evolved significantly since 

the field was first discovered. Now that the field is mature 

and has seen a rapid production decline, innovative 

technologies and solutions need to be applied. How is this 

a�ecting your business?

A: The area that we are focusing on, maintenance and 

construction, hasn´t changed a great deal over the years.  

Pemex has developed technologies to handle mature and 

declining fields through very large contracts for nitrogen 

or water injection and other technologies. In our line of 

business, we supply equipment and services based on 

the individual tender. We have dedicated ourselves to 

providing that service for a while. The main di�erence that 

we are facing now is that Pemex used to issue individual 

tenders for services like food, lodging and transportation. 

Now, due to the integrated service contracts, these 

services are frequently bundled in large tenders. Pemex 

used to manage 200 tenders in the maintenance area, but 

now they are only managing three very big tenders and 

there are no more traditional individual contracts in the 

o�shore maintenance business.

Because IECESA has been falling behind financially we 
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is intent on developing. As a result of trying to enter this 

area, we soon realized that partnerships were the best 

way to move forward in this segment. Although we are 

open to international partnerships, we still believe that 

collaboration with Mexican companies is the easiest way 

for us to proceed. 
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integrated contracts. To what extent have you had to 

change your business model as a result?

A: Larger companies care more about the high-technology 
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that important. It’s not a big business for them, and so 

moving to a model where these companies are our main 
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safety systems, such as fire protection systems, but there 

wasn’t as much emphasis on safety, including in terms of 

providing safety equipment to their personnel; you would 
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boots. Some companies put more emphasis on providing 

safety equipment to their personnel, but it wasn’t one of 

Pemex’s policies. Now, there is a specific safety annex in all 
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policy is a little overwhelming and drawn out, as Pemex is 

keen to show that it is doing all it can to adhere to these 
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to deepwater, and hope to be able to make new alliances in 
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companies, from places like Norway and Brazil, who have 
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experience is missing in Mexico.

Q: Over time, how has the maintenance philosophy of 
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basis. I think the main reason behind this is the allocation 

of the annual budget, which is more likely to be spent 

on exploration and new infrastructure development than 
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has been our access to financing, which has changed 

a great deal as a result of moving away from 

contracting with Pemex. Now, it is much harder for us 

to find financing in Mexico without Pemex as a direct  

business partner.
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August 2005 (see box on page 159), contracted by 

Grupo EVYA and IECESA to facilitate the execution 

of a subsea pipeline contract for Pemex, we this time 

decided to acquire a vessel in China to carry out the new 

contract. It’s new for us to manage integrated contracts 

with a vessel.

Q: The technology and expertise that Pemex required to 

produce oil at Cantarell has evolved significantly since 

the field was first discovered. Now that the field is mature 

and has seen a rapid production decline, innovative 

technologies and solutions need to be applied. How is this 

a�ecting your business?

A: The area that we are focusing on, maintenance and 

construction, hasn´t changed a great deal over the years.  

Pemex has developed technologies to handle mature and 

declining fields through very large contracts for nitrogen 

or water injection and other technologies. In our line of 

business, we supply equipment and services based on 

the individual tender. We have dedicated ourselves to 

providing that service for a while. The main di�erence that 

we are facing now is that Pemex used to issue individual 

tenders for services like food, lodging and transportation. 

Now, due to the integrated service contracts, these 

services are frequently bundled in large tenders. Pemex 

used to manage 200 tenders in the maintenance area, but 

now they are only managing three very big tenders and 

there are no more traditional individual contracts in the 

o�shore maintenance business.

Because IECESA has been falling behind financially we 
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BREEDING GROUND FOR 
MULTIPLE SERVICE PROVIDERS

Pemex under these terms,” says Camargo Salinas. 

Regarding strategy for future rig-building work in the 

Mexican market, Camargo Salinas states that instead of 

following the model of some rig-building companies that 

will begin rig construction before finding a buyer such 

as Swecomex, Evya is loath to build a rig without a firm 

contract. Camargo Salinas’ reasoning is that financing 

projects with firm contracts is much easier, and there is no 

incentive to build a rig simply to keep project engineers 

and contracted construction personnel, because of the 

group’s diverse project portfolio.

Camargo Salinas believes that the relationship between 

domestic Mexican oil and gas businesses and international 

partners is reciprocal; a local company like Grupo Evya 

has much to o�er to international companies in terms of 

helping to position themselves in the complex Mexican 

market. “We have a lot of experience in the oil industry in 

Mexico. We started operations a year before drilling began 

at Cantarell, so we are very aware of what is happening 

in the oil market. We know that it is not an easy market; 

currently it is extremely complicated for international 

companies to understand, particularly when navigating 

areas that are usually simple in other countries, such as 

presenting an o�er or making an estimate on a project. 

Grupo Evya also has an advantage due to our main 

locations in Campeche and Tabasco, where the main 

developments in the Mexican o�shore industry continue 

to take place. But the important thing is to have a Mexican 

administration with knowledge of all the changes that 

have been occurring in Pemex, because the only constant 

at Pemex is change. So we are really at the forefront of all 

these changes and we think there is no way for us to fail in 

a partnership with a company that is interested in working 

for Pemex.”

“The company is doing well and taking advantage of 

Pemex’s projects to maintain and increase production, so 

we have work to do,” says Javier Camargo Salinas, Director 

General of Grupo Evya. Since 1996 Grupo Evya has 

developed oil infrastructure projects across a wide range 

of areas of expertise including civil works, mechanical and 

electrical engineering, instrumentation, industrial security, 

telecommunications, and predictive maintenance, through 

more than 300 contracts with Pemex.

The group continues to expand its work for the o�shore 

industry, diversifying to cover not only platform 

construction, gas processing facilities, monobuoys, 

aluminium gates and gangways, but also the engineering, 

procurement, and construction of o�shore drilling 

platforms for Pemex at the company’s yard in Tabasco’s 

Dos Bocas port. This project is handled in collaboration 

with Houston-based company Upstream Engineering, 

which is in charge of the engineering side of the project.

Forward looking companies in the oil and gas industry 

believed in the port of Dos Bocas before the port’s current 

infrastructure had been completed. Mexican construction 

and engineering firm Grupo Evya obtained 14 hectares at 

the site, even before the area had been dredged to create 

a dockside. This strategy worked: today, Grupo Evya 

employs more than 600 workers at Dos Bocas, but plans 

to increase this number by at least 1,000 over the next  

two years.

The collaboration with Upstream Engineering has enabled 

Grupo Evya to compete for platform construction and 

maintenance contracts, as Pemex demands in its tenders 

that competing companies must have experience building 

platform rigs. “Thanks to our five-year alliance with 

Upstream, we succeeded in getting a rig assigned from 

When asked about the potential for Mexico to develop its own rig construction industry, Gustavo Hernández García, Subdirector 

of Planning and Evaluation at Pemex E&P, is extremely positive. “This could be an important activity to reactivate Mexico’s 

economy. Although we have not had the experience of building any type of rigs other than jack-ups, we can use this expertise 

to move into specialized areas of drilling rig construction. Now is the right time to move away from the construction yards 

in Texas and Louisiana, and the large yards in Singapore, Korea and the Middle East. By creating a drilling rig construction 

industry in leading Mexican ports such as Veracruz, Tamaulipas or Tabasco, we could do a very positive thing, both for the 

country’s leading engineering and service companies and for the country’s economy as a whole.” Hernández García believes 

that there is a good opportunity to compete with US shipyards on both cost and quality, based on the expertise that Mexican 

engineers have gained by working at these shipyards. Given the right incentives, these engineers could return to Mexico in 

order to help develop a new national industry.
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ensure that the people who pass through our classrooms and receive our certifications go on to become strategic personnel 

within the organizations of which they form a part. 

“When we certify and train personnel, they are certified according to Mexican standards, but these certifications are also 

valid internationally. Last year, we created competence standards for personnel o�ering hotel and catering services to Pemex. 

Currently, we are opening an evaluation centre here in Ciudad del Carmen with an industrial kitchen that is an exact copy of 

a kitchen on a rig, which allows us to evaluate and certify that a cook working on the rig really has the necessary experience 

and understands the required work and safety specifications.”

Medina Abimerhi goes on to explain why such certification and training companies are needed in Mexico: “All Pemex contracts 

come with an annex relating to security, occupational health, environmental maintenance, and the parameters surrounding 

these things. We are the experts in handling that annex and in helping contractors that have di�culties in complying with 

the requirements laid down by Pemex. As well as certifying and training the contractor’s employees, we are also capable of 

putting together a pre-certified and qualified team should the contractor require.”

“The most important aspect of working on a rig or working in the oil industry is safety, occupational 

health, and maintenance of the environment through drilling and exploring for resources in a 

sustainable manner,” says Alberto Medina Abimerhi, Director General of Gente Estratégica. “Over 

time, we have acquired the knowledge that allows us to train people in all aspects of safety and 

environmental protection. We also handle the hiring of human resources that other companies 

need, and make sure that they have proven experience and a work philosophy that is in agreement 

with what the oil industry needs.”

Gente Estratégica was established to train and certify workers in the oil and gas industry, based 

at its headquarters in Ciudad del Carmen. “This company was designed for the environment of 

Ciudad del Carmen,” says Medina Abimerhi. “We have taken steps to build our business here to 

LOCAL HR AND TRAINING SOLUTIONS
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MULTIFUNCTIONAL ARTICULATING 
CONCRETE MAT TECHNOLOGY

As Jorge Acuña Begne, Director General of Submarelher 

explains, when the product was first brought to Mexico, 

the main client was Pemex. “In 1999, we started supplying 

concrete mats to Pemex Exploration and Production 

(PEP) to protect their o�shore installations. After two 

years we expanded our focus and started to develop 

onshore projects for both Pemex Refining and Pemex 

Gas.” Acuña Begne believes that in the short-term at 

least, the focus will remain on the onshore fields, and 

remains optimistic that his technology will remain well-

used in Mexico.

At a global level, the oil and gas industry has found 

new applications for Submarelher’s concrete matting 

technology in recent years. For example, concrete mats 

were used as part of the operation to contain the oil 

spill at the Macondo well in 2010, demonstrating their 

flexibility of application – the concrete mats were used as 

subsea staging areas for repair works. 

In the Gannet oilfield in the North Sea, where Shell 

experienced the worst spill in British waters for a 

decade due to a leaking relief valve on a subsea flowline, 

concrete mats were placed on buoyant sections of the 

flowline to secure the pipe to the seabed. Hugh Shaw, 

the UK Secretary of State’s Representative, was satisfied 

with Shell’s response and commented on the operation 

by stating that “the risk of further oil release has 

considerably reduced following a successful operation 

to return raised sections of the pipeline to the seabed 

with concrete mattresses.” While Submarelher remains 

focused on applying its concrete matting technology 

as protective solutions, their application potential 

to mitigate o�shore emergencies might one day  

place them firmly in the spotlight of the Mexican oil  

and gas industry.

More than half of the world’s o�shore platforms, tens of 

thousands of kilometres of pipeline, and a vast number of 

pipeline crossings can be found in the Gulf of Mexico. To 

minimize the risk of oil leakage due to pipeline damage, 

reduce maintenance cost, and optimize production 

continuity, pipeline protection is a strategic priority for the 

o�shore oil and gas industry.  

Until 1990, when Submar introduced concrete mat 

technology to the Gulf of Mexico, traditional sand and 

cement bags were used by pipeline operators to provide 

a crossing for a new pipeline over an existing pipeline, 

as well as for stabilization and protection of exposed 

subsea pipeline. Today, these solutions have become rare 

as articulating concrete mat crossings have become the 

accepted standard for regulators, contractors and pipeline 

operators due to their superior construction quality, cost-

competitiveness and worker safety features. Because 

these mats come in 2.44m by 6.10m units, they can be 

easily transported and manoeuvred into place to cover, 

protect and stabilize unburied pipelines, flowlines and 

umbilicals. The ease of installation not only eliminates a 

substantial amount of manual labour but also reduces the 

required hours, and associated costs, of diving or ROV and 

vessel availability by 60%.

With an oil and gas industry centred around Cantarell, 

the world’s largest o�shore oil-producing complex for 

decades, Mexico was an obvious market for subsea 

application of concrete matting technology. The product 

was introduced into the market in 1999 by Submarelher, a 

joint venture between US-based Submar Inc. and Mexican 

industrial group Grupo Elher. While the concrete matting 

technology is English, the patent is owned by Submar 

Inc., which today receives royalties from Grupo Elher after 

the Mexican group obtained full ownership of the former 

 joint venture.   

ACFM SERVICES FOR OFFSHORE 
INSPECTION

as Schlumberger, Cotemar and Halliburton. For them, 

speed is more of an issue than cost. Although some of our 

competitors have a larger capacity, we compensate for 

this with our technology and personnel.”

Díaz Reyes believes that Pemex has become stricter 

in taking care of its installations in recent years, and 

started moving to preventative maintenance from a cycle 

of corrective maintenance. He says that, for example, 

almost no corrective maintenance takes place on vessels 

today and that, recently, Pemex has been doing more 

preventative maintenance on its fixed platforms with the 

intention of completely eliminating corrective procedures 

in the years to come.

Given Binsmar’s focus on class inspection and diving 

services, the company is keen to participate in Pemex’s 

planned deepwater projects. The company already has 

experience in saturation diving projects (where divers 

are required to submerge to below 70m water depths). In 

addition, Díaz Reyes says that Binsmar has come a long 

way in improving its inspection services, most recently 

working with Seadrill at its deepwater West Pegasus 

platform in the Gulf of Mexico.

“Today, Binsmar is the front-runner in new inspection 

technologies, not because we created them, but because 

we were among the first ones to use them with the Mexican 

energy industry,” explains Jorge Luís Díaz Reyes, head of 

non-destructive testing at Binsmar, a diving, inspection 

and maintenance company based in Ciudad del Carmen. 

The company was among the first to use ultrasound 

technology for phased array testing, and the first to use 

Alternative Current Field Management (ACFM) for marine 

structures, vessels and on the surface. As well as being one 

of the main companies to o�er ACFM inspection, Binsmar 

has Level 2 class inspectors that are directly certified with 

the manufacturer.

ACFM is considered to be a cutting edge technology 

for non-destructive testing (NDT). So, when Binsmar 

was o�ered the opportunity to purchase its first ACFM 

equipment eight years ago, they decided to move away 

from conventional NDT techniques and embrace ACFM.

One challenge facing any company with new technology 

is competing on price with well-established alternatives. In 

Mexico, this can be a particularly acute problem, as both 

introducing new technologies and finding customers to 

pay for them can prove extremely troublesome. However, 

Díaz Reyes says that Binsmar’s technologies have managed 

to carve out a market niche. “Even as one of Mexico’s most 

expensive inspection companies, we get invited to present 

our financial proposal to potential clients. Once they 

give us the opportunity to participate in a project, they 

analyse the cost at the end of the project and realize that 

our cost is actually lower than that of any other company. 

We keep the inspection times to a minimum thanks to our 

equipment and qualified personnel. In addition, the quality 

of the inspection process is excellent. Although we have 

worked with Pemex in the past, most of the time we work 

for the service companies that work for the NOC, such 

Alberto Medina Abimerhi, 
Director General of Gente 
Estratégica
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Director General of Gente 
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Haro says that Pemex is increasingly looking to increase 

its environmental standards for diesel generators, as the 

company comes under international pressure to operate 

cleaner projects and reduce its emissions. In the US, non-

road diesel generators must be at the Tier 4 level of the 

EPA’s emissions standards, and many Mexican companies 

including Pemex are looking to follow this trend.

As well as providing low-consumption diesel engines, 

Ottomotores is also looking to introduce bi-fuel generators 

to Mexico. Bi-fuel generators allow engineers to use 

natural gas as their primary fuel, while operating as diesel 

generators during peak-shaving and co-generation 

programmes. Most bi-fuel generators allow for 80% of 

their fuel requirement to be supplied by natural gas, while 

reverting fully to diesel power in the event of a gas supply 

outage with no loss of output. 

Bi-fuel systems operate by blending diesel fuel with natural 

gas in the generator’s combustion chamber. As well as 

new-build bi-fuel generators, old generators can also be 

converted to use gas alongside diesel. “The combination 

reduces diesel fuel consumption and increases e�ciency, 

while at the same time producing the same amount of 

power. As well as this, costs are lowered because gas is 

less expensive than diesel,” says Haro.

an issue for clients because oil and gas wells are often in 

remote locations, and any downtime in generation means 

downtime in exploration and production. In order to 

address this issue, Ottomotores has teams in Poza Rica and 

Villahermosa that, should any problem arise, can attend 

their clients in less than two hours. Haro says, “Normally, 

clients will choose a power generation supplier based 

on price, but over time, the suppliers and manufacturers 

that make a di�erence in the market are the ones that can 

provide a thoughtful, quality service.”

“The traditional way that engine manufacturers have 

been involved in helping companies become more energy 

e�cient has been through the development of more 

environmentally friendly engines,” explains Francisco Haro, 

Managing Director of Ottomotores, a Mexican generator 

manufacturer. “Thanks to our supply base, if Pemex 

requests clean engines, we can supply them.” Haro explains 

that the Mexican generator industry closely follows the 

environmental guidelines supplied by the US Environmental 

Protection Agency (EPA), and Mexican tenders often specify 

generators according to the di�erent tiers of environmental 

protection outlined by the agency. “If Pemex requests a 

generator equipped to the EPA’s Tier 2, 3 or 4 emissions 

standard, we can meet that specification, although the 

cost of the unit will be higher than the standard models we 

provide for the Mexican market.”

There is the potential for oil companies to use associated 

gas from their wells in order to power the generator, but 

it depends on the chromatography of the gas. It will also 

require an investment to build a small gas processing unit 

on-site in order to clean the gas to the extent that it can 

power a generator e�ciently.

Ottomotores has been promoting bi-fuel systems for 

over two years. Haro explains that the company sees high 

potential in Mexico across many industries, because of the 

relatively high price of diesel in comparison to natural gas. 

However, two challenges stand in the way of bi-fuel systems 

being adopted in the Mexican market. The first is that gas 

distribution is not yet countrywide in Mexico, and second is 

that most of Ottomotores’ clients use generators only for 

standby, so fuel consumption is not a priority requirement.

Haro explains that the attractiveness of a generator 

for most clients is determined by the brand names of 

components used in its manufacture, good after-sale 

support, availability of stock and fast response to problems 

on-site. Haro points out that Ottomotores’ sister company 

in the UK operates in a mature service market at over four 

times the size as compared to the Mexican market; British 

generator consumers are more concerned than Mexicans 

about the quality of service their manufacturer provides. 

In the oil and gas industry, generators are used rather 

di�erently than in other industries, because they are 

used to power remote operations in areas not supplied 

by the grid. So, rather than being used predominantly as 

backups in case of a power shortage, they run continuous 

operations. Although Haro would like to supply more 

generator sets to Pemex, he explains that oilfield service 

companies comprise most of Ottomotores’ work with the 

Mexican oil and gas industry. Here, quality of service is 

PEMEX REQUESTS CLEAN  
BI-FUEL GENERATORS

“PEMEX IS INCREASINGLY LOOKING TO 

TIGHTEN ITS ENVIRONMENTAL STANDARDS 

FOR DIESEL GENERATORS, AS THE COMPANY 

COMES UNDER INTERNATIONAL PRESSURE 

TO OPERATE CLEANER PROJECTS AND 

REDUCE ITS EMISSIONS”

“BI-FUEL GENERATORS REDUCE DIESEL 

FUEL CONSUMPTION AND INCREASE 

EFFICIENCY, WHILE PRODUCING THE SAME 

AMOUNT OF POWER”

“The financial crisis has 

hit the service and supply 

industry in Ciudad del 

Carmen very hard, so these 

last years we have been 

focused on surviving,” says 

Abelardo Rivera Lechuga, 

Director General of service 

firm Proyectos Peninsulares. 

At the same time, Mexico underwent an energy reform, 

Pemex reorganized its Exploration and Production 

division, and the investment program known as 

PIDIREGAS was replaced by a new contracting model. 

“In short, the flow of maintenance and supply contracts 

slowed down substantially in recent years while Pemex’s 

procedure for awarding contracts remained cost rather 

than quality-driven. When the quality standards of your 

biggest potential customer are low compared to global 

standards, it is a challenge to deliver high quality work,” 

explains Rivera Lechuga. In response to unfavourable 

market conditions, he plotted a new strategic direction 

for his company based on two guiding principles: looking 

beyond Pemex to develop an alternative customer base, 

and investing in new technology and infrastructure to 

continuously raise quality standards and provide the 

company with the technological capability to meet and 

exceed customer expectations.

O�ering a portfolio of corrective and preventative 

maintenance services, as well as automation and 

control systems, the company has found its niche in the 

numerous service providers operating in Pemex’s shallow 

water fields. “But in working primarily with international 

companies, we have had to face the challenge of national 

stereotyping,” says Rivera Lechuga. “Particularly when 

approaching American companies for the first time, 

MATCHING CLIENT EXPECTATIONS 
AND QUALITY STANDARDS

Abelardo Rivera Lechuga, 
Director General of Proyectos 
Peninsulares

we have to overcome the misconception that Mexican 

companies and their workers cannot do an equally good 

job as their international counterparts,” explains Rivera 

Lechuga. “We need an opportunity to be recognized 

by new companies as a hard-working, innovative and 

quality-driven company. For example, it took three years 

to convince Nabors to work with us, and they are based 

right across the street.”

To accelerate the acceptance process by international 

clients, Proyectos Peninsulares introduced a progress 

reporting process that allows for complete transparency 

with its clients. “Upon commencement of a project, we 

provide the client with a receiving report that documents 

the initial condition of the equipment, as well as a 

planned programme of works. As the project advances, 

we provide our clients with frequent progress reports, 

with photographs and explanations about how the work 

is progressing, enabling them to check on our progress 

against the programme of works at any moment,” explains 

Rivera Lechuga. “All of our customers receive this service, 

and we are the only company that provides such detailed 

feedback to our clients. We have received high praise 

as a result of this strategy; Cotemar has told us that the 

reason they work with Proyectos Peninsulares is precisely 

because of these programmes.”

For Mexican companies in Ciudad del Carmen, quality 

is the issue that stands in the way of winning contracts 

with international companies. “Here in Ciudad del 

Carmen, there are a lot of workshops with which 

no international company would consider working, 

because they do not issue reports and provide quality 

certification. The equipment of Proyectos Peninsulares 

is certified to ISO 9001 2008 standards, which is a 

definite advantage.” 
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PORT OF MATAMOROS
Matamoros is located in the northeastern part of Tamaulipas, directly across the border from Brownsville, Texas. 
Pemex recently announced a 300 million peso (US$23.59 million) investment for an o�shore drilling project in the 
Port of Matamoros. 

PORT OF ALTAMIRA
This medium-sized seaport is located in Tamaulipas, 500km from the US border. It is Mexico’s leading port for the 
handling of petrochemical liquid cargoes, and is home of Mexico’s first LNG terminal. In 2010, Altamira handled over 
14 million tonnes of cargo.    

PORT OF TAMPICO
The Port of Tampico has been an important port for many centuries, and currently o�ers public terminals with 11 
docking positions as well as six private terminals, including the maritime terminal Madero operated by Pemex. In 
2011, Tampico handled 6 million tonnes of throughput, of which 4.3 were oil and derivatives, and is an important 
construction centre for large o�shore infrastructure.   

PORT OF TUXPAN
Established in 1994, the Port of Tuxpan’s main advantage is its proximity to the Valley of Mexico. It has 16 terminals. In 
2011, Tuxpan handled 11 million tonnes of cargo, an increase of 5.1% compared to 2010. Oil and derivatives represent 
the main cargo with a 1% increase compared to 2010. 

PORT OF VERACRUZ
Veracruz is Mexico’s oldest port and was established in the early 1600s. In 1991 the federal government took over the 
administration of the port and in 1994 the Port Authority of Veracruz was established. As the largest trading port in 
the Gulf of Mexico, it currently operates 18 berths and has more than 600,000m2 of storage. Main facilities include a 
dedicated container terminal, five multipurpose facilities and a dedicated terminal for handling fuels, among others. 
The port receives an average of 1,700 ships per year. 

PORT OF COATZACOALCOS 
Coatzacoalcos has the second-largest crude oil throughput after Cayo Arcas and is bulk leader in Mexico. It is 
located in the Tehuantepec Isthmus in Veracruz, the narrowest point in Mexico to connect the Gulf with the Pacific 
Ocean. The port area covers 352 hectares, of which 229.7 are in water. It handles oil products, liquid and mineral bulk 
and general cargo together with the Pajaritos Lagoon Terminal. 

PORT OF DOS BOCAS 
Dos Bocas was constructed in 1979 and was operated exclusively by Pemex from 1982 until 1999. It provides the main 
logistics support to oil exploration and production activities in the Bay of Campeche and is currently developing a 
173- acre oil-related industrial park. In 2011, Dos Bocas handled over 13 million tonnes of total cargo. 

PORT OF ISLA DEL CARMEN
Located in Ciudad del Carmen with one main access channel and 17 docking stations, the port is almost entirely 
dedicated to supply and transportation activities for the oil and gas industry. The port operates as the main o�shore 
services hub for Pemex because of its proximity to Cantarell and Ku-Maloob-Zaap.

PORT OF SEIBAPLAYA
Seibaplaya is located approximately 30km from the city of Campeche and was established in December 2000. 
Seibaplaya can receive bulk carriers and container vessels of up to 6,000 gross register tonnage (GRT). The port 
hosts a business park and has plans to expand in order to receive deepwater vessels.

PORT OF LERMA
Lerma is located approximately 8km from the city of Campeche and is mainly a fishing port. However, the 520m 
long Castillo Bretón berth is operated exclusively by Pemex and o�ers a special terminal for the handling of fluids, 
especially gasoline and oil derivatives. 

PORT OF PROGRESO
Progreso is the most important seaport on Yucatan’s coast and a dynamic centre for the fishing and container 
industry. Its navigation channel is 7km long with a draft of 12m. Progreso’s relatively new oil terminal can receive 
ships of up to 40,000 tonnes of cargo.          

CAYO ARCAS
Cayo Arcas is a very small o�shore terminal, but has the largest crude oil throughput of any terminal in Mexico, 
created specifically to deal with Pemex’s crude production in shallow water. Its water area covers about  
2,353 hectares.   
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of the country. Currently, Pemex is using a buoy system for 

o�oading crude at the port, which, Ocejo Rodríguez points 

out, could result in serious environmental complications 

should a spill occur. The buoys are located in open water, 

which would increase the length of time to contain a spill 

compared to a spill that takes place in a berth to some 

extent closed o� from open water. Ocejo Rodríguez cannot 

explain the reasoning behind Pemex’s closed attitude, other 

than to suggest that the company is reluctant to experiment 

with adapting the way in which it has historically utilized  

port infrastructure. 

One thing that has changed at ports in recent years, says 

Ocejo Rodríguez, is the number of vessels waiting for spot 

market jobs. He attributes this phenomenon in large part to 

the consequences of the BP spill, which made oil companies 

in the Gulf of Mexico warier about signing long-term shipping 

contracts. However, Ocejo Rodríguez believes that the worst is 

over; Pemex will ramp up its long-term activities o�shore and, 

as a result, the spot market will shrink back to its former level.

Most of Mexico’s ports are planning substantial investments 

in order to continue adapting to the industry. In addition, 

ever since Mexico deemed deepwater exploration and 

production to be the next step for the national oil industry, 

many ports began developing the infrastructure needed for 

the development of construction and operating hubs for 

deepwater service and supply companies.

A country’s port infrastructure is vital to the health of the 

o�shore oil and gas industry in general, and particularly 

those companies focused on providing o�shore services. 

Luís Ocejo Rodríguez, Senior Managing Director of Maritime 

Transportation at Grupo TMM, a company that provides 

shipping services to the Mexican oil and gas industry, 

explains the activities at Mexico’s ports on its Gulf of Mexico 

shore, and how it a�ects their business: “Altamira, Tampico, 

Tuxpan, Veracruz and Coatzacoalcos are closely related to 

Pemex’s refining and distribution activities on the east coast 

of Mexico, where some of our product tanker and parcel 

tanker vessels regularly operate. Ciudad del Carmen and Dos 

Bocas are the two ports that provide all kinds of logistical 

support to Pemex’s exploration and production activities in 

the Gulf of Mexico, where Grupo TMM’s o�shore supply fleet 

is mostly concentrated, and the company has representative 

o�ces at both locations.”

Whilst some of the main service companies Pemex contracts 

for exploration and production activities have their own port 

facilities, the only private storage terminal for oil and gas is 

located at Altamira, and Pemex runs the remainder. Ocejo 

Rodríguez believes that this sector’s development has been 

very slow despite interest from companies like Grupo TMM 

to create private storage locations for Pemex. Grupo TMM 

has highlighted the Port of Tuxpan as an ideal location to 

place a private terminal. This port already is important for 

Pemex, as it provides petroleum to the whole central region 
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should a spill occur. The buoys are located in open water, 

which would increase the length of time to contain a spill 

compared to a spill that takes place in a berth to some 

extent closed o� from open water. Ocejo Rodríguez cannot 

explain the reasoning behind Pemex’s closed attitude, other 

than to suggest that the company is reluctant to experiment 

with adapting the way in which it has historically utilized  

port infrastructure. 

One thing that has changed at ports in recent years, says 

Ocejo Rodríguez, is the number of vessels waiting for spot 

market jobs. He attributes this phenomenon in large part to 

the consequences of the BP spill, which made oil companies 

in the Gulf of Mexico warier about signing long-term shipping 

contracts. However, Ocejo Rodríguez believes that the worst is 

over; Pemex will ramp up its long-term activities o�shore and, 

as a result, the spot market will shrink back to its former level.
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in order to continue adapting to the industry. In addition, 
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production to be the next step for the national oil industry, 

many ports began developing the infrastructure needed for 

the development of construction and operating hubs for 

deepwater service and supply companies.
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those companies focused on providing o�shore services. 
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Transportation at Grupo TMM, a company that provides 

shipping services to the Mexican oil and gas industry, 

explains the activities at Mexico’s ports on its Gulf of Mexico 

shore, and how it a�ects their business: “Altamira, Tampico, 

Tuxpan, Veracruz and Coatzacoalcos are closely related to 

Pemex’s refining and distribution activities on the east coast 

of Mexico, where some of our product tanker and parcel 

tanker vessels regularly operate. Ciudad del Carmen and Dos 

Bocas are the two ports that provide all kinds of logistical 

support to Pemex’s exploration and production activities in 

the Gulf of Mexico, where Grupo TMM’s o�shore supply fleet 

is mostly concentrated, and the company has representative 

o�ces at both locations.”

Whilst some of the main service companies Pemex contracts 

for exploration and production activities have their own port 

facilities, the only private storage terminal for oil and gas is 

located at Altamira, and Pemex runs the remainder. Ocejo 

Rodríguez believes that this sector’s development has been 
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to create private storage locations for Pemex. Grupo TMM 
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| VIEW FROM THE TOP

GROWTH 
AMBITIONS IN  
DOS BOCAS
ROBERTO DE LA GARZA LICÓN
Director of Port Authority of Dos Bocas

Location
Port of Dos Bocas, Tabasco 

Size
70 hectares

State of completion
Phase 1 (35 hectares) 
completed in 2011

Phase 2 (35 hectares) under 
construction

Distance to the  
Multipurpose Terminal
1.8km 

Safety & Security
24 hours security and 
surveillance

Location
Paraíso, Tabasco 

Coordinates
18°20’ N and 93°11’ W

History
Built by Pemex in the period 
1979-1982
1999: establishment of the Port 
Authority of Dos Bocas
2005: beginning of operations of 
the Multipurpose Terminal 
2011: completion of phase 1 of 
the Industrial Park

Access channel
Length: 2.3km
Width: 100m 
Depth: 9.75m 

Industry services
Commercial, industrial, and 
liquid bulk products

Multipurpose Terminal

Paraíso

Pemex

pressure on the authorities to expand training capacity in 

the region. This port will be a great centre of activity, and we 

are going to provide everyone with tools to invest in it, but 

we also want to create jobs in order to help the government 

achieve all their goals.

We also want to obtain terrain from Pemex in the port 

where we want to construct a rig yard dedicated to 

maintenance that can accommodate three to four rigs at 

the same time. We know that there will be a lot of drilling 

activity in the area, so there will be an increasing demand 

for maintenance facilities, and we can meet that demand 

by planning ahead. 

Q: Which dynamics define the relationship between the port 

of Dos Bocas and other ports on the Gulf of Mexico, and are 

your development ambitions appreciated by the other ports?

A: Some of the other ports are very concerned about 

what we are doing here. Both the ports of Dos Bocas and 

Tuxpan are where the business is right now; we are at the 

centre of exploration and development activity. Some 

business is already moving from Ciudad del Carmen to 

Dos Bocas, because we are demonstrating that we can 

do it right here. Grupo Evya is demonstrating that we 

have the infrastructure and human resources required for 

large scale construction activities. We can compete on 

everything, but Ciudad del Carmen will continue to have a 

competitive advantage based on its proximity to Cantarell 

and Ku-Maloob-Zaap. Our competitive edge is based on 

infrastructure that Ciudad del Carmen cannot match since 

it was designed as a fishing port and cannot easily be 

expanded or deepened. While Ciudad del Carmen might 

be closer, suppliers and service providers can ship greater 

loads from Dos Bocas using larger vessels at a lower cost. 

In the future, we might also be able to compete on cost 

and infrastructure for rig construction and maintenance 

work with the port of Tuxpan, where companies such 

as Swecomex and Grupo R are operating. Today, we are 

limited by the fact that we have only 14 hectares available 

and can therefore receive a maximum of three rigs at a 

time. Working on three rigs is very big business, and 

maybe these companies will be very interested in coming 

as soon as we have that infrastructure that is currently in 

the construction or planning phase.  

Q: The port of Dos Bocas not only serves as a port for the 

oil and gas industry, but also as a logistics hub for other 

industries. What are the respective roles of the di�erent 

activities in the development of the port?

A: The port of Dos Bocas was built by Pemex and started 

exclusive operations for the company in 1982. Since the 

establishment of the Port Authority of Dos Bocas in 

1999, we are gradually diversifying the port’s functions. 

Supplying services to the oil industry remains our core 

business, but  we are planning ahead to create an optimal 

environment for the development of di�erent activities 

in the port. For example, we are constructing a second 

pier, which will be dedicated to commercial activities such 

as sugar cane, tourism, and various types of cargo.  This 

allows us to locate all fluid-based activities for the o�shore 

oil and gas industry, such as drilling fluids, barite, cement, 

brine, nitrogen, xylene, and oil residuals such as fuel oil 

and diesel, on the first pier. As you can see, the oil and 

gas industry is our core business, but we are working hard 

to create a multi-purpose port where various economic 

activities can prosper side by side and drive economic 

growth in the State of Tabasco.

Q: What is the main philosophy underpinning your 

strategy to reach the critical mass required to become a 

primary service hub for the Mexican oil and gas industry?

A: Our core infrastructure is the Dos Bocas multi-purpose 

terminal – with a length of 2,099m, a navigation channel 

with a 100m width, and dock space of 300m and a second 

dock of 250m under construction, and a water depth of 

9.75m - provides logistical support to exploration and 

production activities in the Bay of Campeche while also 

providing an operational platform for other commercial 

and industrial activities. 

Currently, a 70 hectare oil-related industrial park is under 

construction at 1.8km from the multi-purpose terminal. In 

this new industrial park, we will be creating clusters for 

di�erent oil and gas related activities and it will host the Dos 

Bocas business centre, which will be both the headquarters 

for the Port Authority of Dos Bocas and o�ce space for 

companies operating in the port. Development of the first 

part, representing about 50% of the industrial park, was 

recently completed following the construction of roads, 

services such as water and electricity, and the installation 

of fibre optics and communication infrastructure.

We are also working on the second part of the park and 

currently, we are filling and leveling all the land, and are 

going to construct the roads and put up the fence in 2012. 

The investment in 2011 reached MX$55 million (US$4.26 

million), which approximately matches the cost of the 

first part. To develop the second part, we will be investing 

about MX$150 million (US$11.62 million), because this will 

include the main electricity supply plant. This investment is 

essential since we are trying to bring in various companies 

with high energy requirements.

We have three companies that want to set up in the 

industrial park: Halliburton, Weatherford and a local 

company dedicated to the treatment of hazardous waste 

from the oil and gas industry. There is a total of 35 hectares 

available in the first phase, two of the companies want 

three hectares and the other one requires 10 hectares, 

which means we have already filled 25% of the total 

capacity built in both phase one and two.

Q: What will be the future of rig construction and 

maintenance in Dos Bocas?

A: Several maintenance projects have been completed here 

in recent years, and at the moment Grupo Evya is building 

a rig in the port, using 14 hectares of land. When we o�ered 

them the land we were still constructing the multi-purpose 

terminal. There wasn’t any dredging there because there 

was no water reaching the future dock space at that point. 

Grupo Evya believed in us, and currently they are expanding 

their 600 people workforce by another 1,000 people. This 

creates a lot of employment in the region, where we have 

a lot of qualified people, such as certified welders, due to a 

long history in pipeline construction. Almost all the people 

that worked on the rigs are locals, although the supervisors 

came from other parts of the country or from abroad. In 

the near future, a shipyard will be set up in Dos Bocas and 

another rig is scheduled to be constructed, creating an even 

greater demand for certified and skilled people. I think that 

the development of activities in the port will put a lot of 
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Pemex o�cially started its fleet renewal process in January 2008 by publishing an international public tender for the rental 

of up to five tankers with an option to buy them. The oil company announced in May 2008 that it had awarded two rental 

contracts for four tankers over a 10-year period. Blue Marine Shipping and F. Tapias Group were the two companies that won 

the contracts to provide the tankers. A year later, in May 2009, Pemex continued Pemex Refining’s fleet renewal process by 

renting a double hull tanker for five years from Grupo TMM’s Maritime Division without the buying option. 

Subsequently, Pemex changed its strategy and asked companies to participate in a public tender for the acquisition of up to 

five tankers. The company had received six propositions in 2010, but decided to annul the tender, as it was unsatisfied by the 

o�ers. After a subsequent national and international market study, Pemex Refining finally decided to buy a tanker in 2011. The 

“Ocean Cygnet” double hull tanker, built in 2010, at a cost of US$39 million, was named “Centenario”. Pemex subsequently 

announced a new market study with the goal of acquiring further tankers. In February 2012, Juan José Suárez Coppel, CEO 

of Pemex, announced that the acquisition of six tankers in 2011 by the NOC had resulted in a saving of US$38 million in 

comparison to renting the same vessels.

PEMEX OIL TANKER FLEET STRATEGY

| VIEW FROM THE TOP PUERTO DE COATZACOALCOS: HUB 
FOR THE DEEPWATER INDUSTRY?

Gilberto Antonio Ríos Ruiz, Director General of Port of Coatzacoalcos
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1939: Inauguration of the oil 
pipeline Minatitlán - Salina Cruz 

1956: Construction of the 
Minatitlan refinery 

1994: establishment of the Port 
Authority of Coatzacoalcos

Access channel
Length outer canal: 1,120m
Length inner canal is 3,320m
Depth: 15m

CHANGE IN THE 
MEXICAN SHIPPING 
SERVICES SECTOR
LUÍS OCEJO RODRÍGUEZ
Senior Managing Director of Maritime Transportation 

of Grupo TMM

Q: Pemex is currently embarking on a fleet modernization 

programme. How has this impacted Mexico’s private 

shipping sector?

A: One of our main objectives as a shipping company 

focused on the oil and gas industry is to charter our ships 

to Pemex. We are working hard with Pemex and Congress 

to convince them that it is not really the best strategy 

for Pemex to own all its own vessels. Most oil and gas 

companies around the world use a mix of charter ships and 

owned ships. In this way, when production drops, they can 

release vessels and reduce their costs. We cannot say that 

we have already convinced them, but it seems as if they 

are on the right track. 

Pemex often complains that hiring vessels can be an 

expensive process, but, in fact, we o�er Pemex a cheaper 

alternative to owning and operating vessels. Since this is our 

core business, we operate more e�ciently. The only cost 

of hiring a vessel is the charter rate, while buying a vessel 

involves the cost of financing the purchase and operating of 

the vessel, including expenses such as crew and maintenance. 

Q: How are you working to develop your fleet to maintain 

your position as a partner to Pemex?

A: We have frequent meetings with Pemex executives, and 

based on those we look at their development programmes 

and adjust our fleet development strategy accordingly. 

For example, three years ago we implemented a large fleet 

expansion based on the programme we received from Pemex. 

Sometimes we have the opportunity to help them shape their 

strategy, but high turnover of personnel at the decision-making 

level makes gaining any influence extremely challenging.

Q: How are you working to stay in line with the continuously 

updated o�shore safety standards?

A: It seems Pemex is introducing new working procedures 

or rules for contractors to follow on a daily basis, so we are 

used to working in evolving conditions. The introduction 

of the latest safety standards has come fairly quickly, as 

the last change was only introduced two years ago. Now 

we have brand new standards, which incorporate aspects 

of safety regulation, ISO standards and ASTM standards.

Pemex recognizes Grupo TMM as a contractor operating with 

the highest possible standards for safety and administration. 

Maintaining this position in a constantly evolving environment 

is a costly process, but we want to continue to follow 

Pemex’s high standards in order to maintain our partnering 

position with them. However, we do feel that Pemex should 

introduce more incentives for maintaining such rigorous 

safety standards. If companies that follow the highest safety 

standards had access to more partnering opportunities with 

Pemex, then it would improve the overall safety standards 

of the industry. At the moment, all companies are evaluated 

equally in tenders regardless of their safety certification, which 

we think is not the best approach to fostering a safer industry.

A 300km railroad track runs across the south of Mexico 

connecting the Atlantic with the Pacific, all the way from the 

Port of Salina Cruz in Oaxaca to the Port of Coatzacoalcos 

in Veracruz. The latter port stands at the mouth of the 

Coatzacoalcos River, where it flows into the Gulf of Mexico, 

surrounded by four of Pemex’s petrochemical plants: 

Pajaritos, Cangrejos, Morelos and Cosoleacaque. Recently, 

Pemex reported a deepwater natural gas deposit—

discovered with the Piklis-1 exploration well—150km from 

the Port of Coatzacoalcos. Thanks to the earlier confirmed 

presence of natural gas deposits like Lakach, Noxal and Lalai 

and the presence of heavy oil deposits such as Nab and Tamil, 

Coatzacoalcos has the geographic positioning to become 

a hub for deepwater projects. Is the port of Coatzacoalcos 

aiming for a central role as a regional hub for oilfield services 

companies focused on deepwater development? 

“Our strategy is to be an industrial port,” says Gilberto 

Antonio Ríos Ruiz, General Director of the Coatzacoalcos 

Port Authority. Coatzacoalcos handles the second largest 

amount of Mexico’s annual total cargo. In 2010 the port 

handled approximately 34 million tonnes, including oil and 

commercial cargo.  “This area of the country is not very 

developed and there is not a lot of industry. Also, since 

this is one of the poorest areas of the country, there is a 

lack of infrastructure. The port of Coatzacoalcos has the 

infrastructure that allows companies to come and settle 

here at a very low cost, which gives the regional economy 

an opportunity to grow.” 

Regardless of the advantages provided by Coatzacoalcos’ 

infrastructure and location, a big logistical problem exists 

that impedes this port from expanding and developing 

further. Coatzacoalcos is quite tight on space. It stands on 

the left bank of the river, surrounded by a greatly developed 

urban area. Then, on the other side of the river is the Laguna 

de Pajaritos, which is for a large part owned by Pemex, and 

also holds an area of naval shipyards and a large piece of 

protected natural land. As a result, the Port of Coatzacoalcos 

does not have much room available for growth.

Nevertheless, according to Ríos Ruiz, Coatzacoalcos is 

growing into the Laguna de Pajaritos with a planned 

expansion of 50 hectares. In an attempt to attract new 

business, Coatzacoalcos is also constructing a new 270m 

pier, a 7.5 hectare terminal for fluids and a 7 hectare 

terminal for bulk minerals. Ríos Ruiz is optimistic about 

Coatzacoalcos’ future plans. “In five years, I would like the 

port to be ready to meet all the needs that might come up 

with the di�erent developments that we are anticipating.” 

he said, “If we are ready for this, our job will be done. 

We have to see what will happen and what our potential 

customers will need.” According to its General Director, 

the port of Coatzacoalcos does not have the ambition to 

become an o�shore oil and gas hub of the magnitude that 

the Port of Dos Bocas is planning. However, Coatzacoalcos 

is preparing itself to o�er an attractive value proposition 

for niche players participating in the southern region’s 

deepwater development.
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On the US side of the Gulf of Mexico, deepwater oil production is once again flourishing following 

the lifting of the drilling moratorium imposed after the Deepwater Horizon incident. Pemex is 

eying the potential on the Mexican side of the Gulf, and is gradually intensifying its cautious entry 

into deepwater; the company has already discovered significant gas deposits in deepwater, but 

what it really wants to find is oil.

The potential reward of deepwater production is growing with the need to replace declining 

oil output in Pemex’s shallow water fields. In this chapter, we investigate Pemex’s potential and 

ambitions for deepwater, and look at development models used around the world that Pemex 

is currently considering for its deepwater projects. We also look at how deepwater projects are 

developing on the other side of the Gulf of Mexico, and examine the potential implications of 

cross-border reservoirs. 

7

C-0018, Mexico Oil & Gas Review (2012)



170 171

D
E

E
P

W
A

T
E

R
 P

R
O

M
IS

E

On the US side of the Gulf of Mexico, deepwater oil production is once again flourishing following 

the lifting of the drilling moratorium imposed after the Deepwater Horizon incident. Pemex is 

eying the potential on the Mexican side of the Gulf, and is gradually intensifying its cautious entry 

into deepwater; the company has already discovered significant gas deposits in deepwater, but 

what it really wants to find is oil.

The potential reward of deepwater production is growing with the need to replace declining 

oil output in Pemex’s shallow water fields. In this chapter, we investigate Pemex’s potential and 

ambitions for deepwater, and look at development models used around the world that Pemex 

is currently considering for its deepwater projects. We also look at how deepwater projects are 

developing on the other side of the Gulf of Mexico, and examine the potential implications of 

cross-border reservoirs. 

7

C-0018, Mexico Oil & Gas Review (2012)



173172

DEEPWATER: MEXICO’S 
POTENTIAL AND AMBITIONS

PERFORMANCE

AD00094

R A I S I N G  P E R F O R M A N C E .  T O G E T H E R™

Cameron provides the most technologically advanced subsea 

equipment and systems in the industry. Through our systems 

approach to engineering and problem solving, you can be 

confident knowing you’re getting the full benefit of Cameron-

quality expertise. From single products to entire systems, our 

offering includes Christmas trees, flowline connection systems, 

manifolds, control systems and wellhead systems. We promise 

to work with you to deliver innovative, reliable solutions that 

continuously raise performance. www.c-a-m.com/subseasystems

Reliability and Uptime Delivered

SUBSEA SYSTEMS

discoveries, with only one well resulting in an oil discovery. 

From these discoveries, 470 million Boe of reserves have been 

incorporated, of which 10 million Boe can be classified as 1P 

reserves. The bar graph on this page compares the evolution 

of Pemex’s deepwater drilling activities over the 2006-2011 

period with leading oil companies such as Petrobras, Shell, 

Chevron, BP and Total, and illustrates the company’s rise as 

an increasingly prominent player in deepwater.

Pemex has selected nine regions to focus initial deepwater 

development, as highlighted in its 2010-2024 strategic plan: 

Perdido folded belt, Oreos, Nancan, Jaca-Patini, Lipax, 

Holok, Temoa, Han and Nox-Hux. 

There is a lot of debate about exactly how profitable 

these deepwater prospects are for Pemex; oil is currently 

a priority for Pemex and so far no concrete oil discoveries 

have been made in Mexican deepwater. The exploratory 

well at Lakach was drilled in 2006, and Pemex expects 

the gas reserves there could be as large as 1.4 Tcf once the 

other satellite fields in the region are developed: Ahawbil, 

Labay, Piklis and Kuyah. The company has also recorded 

success at Piklis, where 400-600 Bcf of natural gas was 

discovered in May 2011. The development plan for the 

Lakach field’s development is already in the pre-FEED 

stage, for which Pemex awarded the contract to Technip, 

for subsea infrastructure. Pemex intends to develop subsea 

infrastructure at Lakach with a 55km tieback to shore, 

where the gas will be processed in a plant with a 400 Mcf 

per day. Pemex believes that when Lakach and Piklis are 

fully developed, they will be able to produce 800 Bcf – a 

figure that equates to 80% of Mexico’s current gas imports. 

Pemex plans to invest US$1.52 billion between 2011 and 2015 

on the project. 

Another promising deepwater prospect is the Lalail field, 

which is expected to come onstream in 2015 and may be 

exploited using a floating production platform. The Perdido 

fold belt is likewise a key deepwater region; Shell is operating 

a massive project just over the US-Mexico maritime border.  

Pemex is planning to start drilling its first well at the Perdido 

field in the first half of 2012.

In 2012, Pemex aims to increase exploration activity and 

drill six deepwater wells, in addition to the unproductive 

Talipau-1 well that was completed in January 2012 and 

the Hux-1 well that is being drilled since August 2011. The 

deepwater exploration budget for 2012 actually dropped 

a little from 2011, from MX$14.98 billion (US$1.14 billion) to 

MX$14.06 billion (US$1.07 billion). Caxa-1 will be drilled at 

a depth of 1,800m, Yoka-1 at 2,090m, Kunah-1 at 2,154m, 

Trión-1 at 2,550m, and in ultra-deepwater, Supremus-1 at 

2,890m and Maximino-1 at 2,933m. Pemex’s deepwater 

Deepwater expansion is becoming increasingly critical for 

Pemex; Mexico’s prospective deepwater resources account 

for 48.45% of the country’s total, an estimated 26.5 billion 

Boe, according to figures released by Pemex in February 

2012. The NOC has been preparing to develop its deepwater 

resources for over a decade; seeking to replicate deepwater 

exploratory success and subsequent production on the US 

side of the Gulf of Mexico. Mexico’s first foray into deepwater 

exploration began in 2003 with the completion of the 

Chuktah-201 well at a water depth of 513m, and Nab-1 in 

2004 at a depth of 681m. While Chuktah-201 was a dry hole, 

and Nab-1 had non-commercial quantities of oil, these wells 

helped Pemex learn the ropes of deepwater exploration.

Since Pemex expanded into deepwater, the company 

has collected over 45,000km of 2D seismic data on its 

deepwater reservoirs and over 55,000km2 of 3D seismic 

data. Today, the company has ramped up this activity and 

averages between 15,000km2 to 20,000km2 of new 3D 

data annually using cutting edge techniques such as gravity 

and magnetics modelling, as well as full wide-azimuth  

seismic survey, which is particularly useful in gauging  

pre-salt opportunities.

By the beginning of 2012, Pemex had drilled a total of 20 

exploratory wells, eight of which were successful, according 

to the latest CNH figures. Seven of these wells were gas 

higher-risk and capital intensive deepwater exploration: 

“The investment I have to make in each area has to be 

balanced according to risk. Therefore, 60% of our budget 

will continue to go to shallow water, while 40% is extended 

to deepwater exploration. Pemex is continuing to grow its 

annual exploration budget, but we need to balance the risk of 

di�erent areas in order to keep our success rate high overall.” 

In order for its production campaign to be successful, Pemex 

will not only need to increase its deepwater expenditure, 

but also attract the proven technology and expertise of 

foreign partners, which it hopes to do through a new 

round of integrated service contracts in 2012. Pemex lacks 

experience in many aspects of deepwater development  

and production, including drilling and design, installation 

and maintenance of deepwater production systems. 

Through agreements with international companies such as 

Shell, BP and Petrobras, and moves such as the  acquisition 

of a larger stake of Repsol in September 2011, Pemex is 

already trying to bring this expertise into its organisation.  

Successful partnerships with deepwater-focused 

companies will be key if Pemex wishes to fully capitalize 

on its deepwater resources.

drilling plan attracted criticism from Mexico’s oil regulator 

the CNH in early 2012, with Juan Carlos Zepeda Molina, the 

regulator’s president, saying that neither Pemex nor the CNH 

were prepared to deal with the consequences of an ultra-

deepwater oil disaster. The regulator is worried that Pemex 

is moving too quickly with its deepwater development, 

with the danger that it is unprepared and inexperienced in 

dealing with conditions at these depths.

The company will employ four deepwater drilling rigs: 

Petrorig III and Bicentenario, owned by Mexico’s Grupo 

R; Pegasus, owned by Seadrill, and Centenario, owned by 

Gremsa. The aim is to focus on searching for oil deposits, 

and the company hopes these rigs will finally turn up the 

vast oil reseves Pemex believes the region possesses.

Between 2007 and 2010, Pemex spent around US$1.8 billion 

on deepwater exploration, which accounted for around 24% 

of the company’s total exploration investment during the 

period. Carlos Morales Gil, Director General of Pemex E&P, 

explains that the exploration and production subsidiary 

is attempting to keep its exploration portfolio balanced 

between relatively low-risk shallow water exploration and 
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a priority for Pemex and so far no concrete oil discoveries 
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well at Lakach was drilled in 2006, and Pemex expects 

the gas reserves there could be as large as 1.4 Tcf once the 

other satellite fields in the region are developed: Ahawbil, 

Labay, Piklis and Kuyah. The company has also recorded 

success at Piklis, where 400-600 Bcf of natural gas was 

discovered in May 2011. The development plan for the 

Lakach field’s development is already in the pre-FEED 

stage, for which Pemex awarded the contract to Technip, 

for subsea infrastructure. Pemex intends to develop subsea 

infrastructure at Lakach with a 55km tieback to shore, 

where the gas will be processed in a plant with a 400 Mcf 

per day. Pemex believes that when Lakach and Piklis are 

fully developed, they will be able to produce 800 Bcf – a 

figure that equates to 80% of Mexico’s current gas imports. 

Pemex plans to invest US$1.52 billion between 2011 and 2015 

on the project. 

Another promising deepwater prospect is the Lalail field, 

which is expected to come onstream in 2015 and may be 

exploited using a floating production platform. The Perdido 

fold belt is likewise a key deepwater region; Shell is operating 

a massive project just over the US-Mexico maritime border.  

Pemex is planning to start drilling its first well at the Perdido 

field in the first half of 2012.

In 2012, Pemex aims to increase exploration activity and 

drill six deepwater wells, in addition to the unproductive 

Talipau-1 well that was completed in January 2012 and 

the Hux-1 well that is being drilled since August 2011. The 

deepwater exploration budget for 2012 actually dropped 

a little from 2011, from MX$14.98 billion (US$1.14 billion) to 

MX$14.06 billion (US$1.07 billion). Caxa-1 will be drilled at 

a depth of 1,800m, Yoka-1 at 2,090m, Kunah-1 at 2,154m, 

Trión-1 at 2,550m, and in ultra-deepwater, Supremus-1 at 

2,890m and Maximino-1 at 2,933m. Pemex’s deepwater 

Deepwater expansion is becoming increasingly critical for 

Pemex; Mexico’s prospective deepwater resources account 

for 48.45% of the country’s total, an estimated 26.5 billion 

Boe, according to figures released by Pemex in February 

2012. The NOC has been preparing to develop its deepwater 

resources for over a decade; seeking to replicate deepwater 

exploratory success and subsequent production on the US 

side of the Gulf of Mexico. Mexico’s first foray into deepwater 

exploration began in 2003 with the completion of the 

Chuktah-201 well at a water depth of 513m, and Nab-1 in 

2004 at a depth of 681m. While Chuktah-201 was a dry hole, 

and Nab-1 had non-commercial quantities of oil, these wells 

helped Pemex learn the ropes of deepwater exploration.

Since Pemex expanded into deepwater, the company 

has collected over 45,000km of 2D seismic data on its 

deepwater reservoirs and over 55,000km2 of 3D seismic 

data. Today, the company has ramped up this activity and 

averages between 15,000km2 to 20,000km2 of new 3D 

data annually using cutting edge techniques such as gravity 

and magnetics modelling, as well as full wide-azimuth  

seismic survey, which is particularly useful in gauging  

pre-salt opportunities.

By the beginning of 2012, Pemex had drilled a total of 20 

exploratory wells, eight of which were successful, according 

to the latest CNH figures. Seven of these wells were gas 

higher-risk and capital intensive deepwater exploration: 

“The investment I have to make in each area has to be 

balanced according to risk. Therefore, 60% of our budget 

will continue to go to shallow water, while 40% is extended 

to deepwater exploration. Pemex is continuing to grow its 

annual exploration budget, but we need to balance the risk of 

di�erent areas in order to keep our success rate high overall.” 

In order for its production campaign to be successful, Pemex 

will not only need to increase its deepwater expenditure, 

but also attract the proven technology and expertise of 

foreign partners, which it hopes to do through a new 

round of integrated service contracts in 2012. Pemex lacks 

experience in many aspects of deepwater development  

and production, including drilling and design, installation 

and maintenance of deepwater production systems. 

Through agreements with international companies such as 

Shell, BP and Petrobras, and moves such as the  acquisition 

of a larger stake of Repsol in September 2011, Pemex is 

already trying to bring this expertise into its organisation.  

Successful partnerships with deepwater-focused 

companies will be key if Pemex wishes to fully capitalize 

on its deepwater resources.

drilling plan attracted criticism from Mexico’s oil regulator 

the CNH in early 2012, with Juan Carlos Zepeda Molina, the 

regulator’s president, saying that neither Pemex nor the CNH 

were prepared to deal with the consequences of an ultra-

deepwater oil disaster. The regulator is worried that Pemex 

is moving too quickly with its deepwater development, 

with the danger that it is unprepared and inexperienced in 

dealing with conditions at these depths.

The company will employ four deepwater drilling rigs: 

Petrorig III and Bicentenario, owned by Mexico’s Grupo 

R; Pegasus, owned by Seadrill, and Centenario, owned by 

Gremsa. The aim is to focus on searching for oil deposits, 

and the company hopes these rigs will finally turn up the 

vast oil reseves Pemex believes the region possesses.

Between 2007 and 2010, Pemex spent around US$1.8 billion 

on deepwater exploration, which accounted for around 24% 

of the company’s total exploration investment during the 

period. Carlos Morales Gil, Director General of Pemex E&P, 

explains that the exploration and production subsidiary 

is attempting to keep its exploration portfolio balanced 

between relatively low-risk shallow water exploration and 
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WHAT IS THE KEY TO PEMEX 
DEEPWATER SUCCESS?

| PEMEX

| SHELL

| EXXONMOBIL

Juan Carlos Zepeda Molina, President 
of CNH

Rogelio Gasca Neri , Professional board 
member of Pemex

Marta Jara Otero, President and Director General of Shell México, says that currently, 

planning for participating in Mexico’s eventual deepwater development is not an easy 

thing to do: “The uncertainty and timing of Mexico’s deepwater projects makes preparing 

for them a tricky issue. There is a lot of competition in the world these days, and expert 

resources are scarce, so it is di�cult to have people on standby or looking at things for 

the future. We don’t have any doubt that things will happen in Mexico; it is more a matter 

of how we are choosing to deploy our resources in order to maximise e�ciency.”

Despite this complexity, Shell is excited about the potential of future collaborations 

with Pemex in order to help them develop their deepwater reserves. However, any development will have to include an 

element of risk-sharing, as Shell does not want to be considered simply as a technology provider. “Our model is to invest, 

and bring our technology as part of what is needed to generate value. Our model is not to sell technology. There are very 

scarce resources, and in many of these developments, especially at those depths, there are always solutions tailored to that 

particular challenge. It requires a lot of work, R&D, investment and so forth, so we also have to prioritize how we deploy our 

experts and our resources.”

Jara Otero believes that if the contracting model were right, Shell would be an ideal partner for Pemex. The IOC has the largest 

presence out of all of its competitors in Mexico, due to the relationship the company has with the Federal Electicity Commission 

(CFE). Jara Otero says that this presence, complemented by strong technical backup from the company’s Houston o�ce, 

would help Shell meet the ramp up requirements of a deepwater project in Mexico. “Shell has been a leader in deepwater 

exploration and production for over 30 years; our projects have two things in common: significant increments in water depth 

and the deployment of increasingly complex technology. Our extensive experience in deepwater exploration, combined with 

proprietary technology, enables Shell to identify and develop the most promising deepwater acreages throughout the world.”

| NATIONAL HYDROCARBONS COMMISSION (CNH)

Jaime Buitrago, President ExxonMobil 
Ventures México

Marta Jara Otero, President and Director 
General of Shell Mexico
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“Both the US Geological Survey and Pemex have made public estimates of potential 

resources in the deepwater areas of the Mexican portion of the Gulf of Mexico,” says 

Jaime Buitrago, President of ExxonMobil Ventures México. “However, I would like to point 

out that the level of knowledge in the Mexican side is much less than the knowledge that 

has been acquired through industry activity on the US side. This means that there is a lot 

more uncertainty over the amount of resources that could be found in the Mexican sector 

of the deepwater Gulf of Mexico.”

Buitrago believes that ExxonMobil is ideally placed to partner with Pemex on its deepwater 

projects, given the experience in deepwater project planning the company has, the cost-e�ective drilling programmes it has 

completed, and its access to proven deepwater technologies. Buitrago points out that in the last decade, ExxonMobil has 

drilled 7,778 wells, of which 262 were in water depths of more than 760m.

Buitrago believes that safe development of Mexico’s deepwater assets should be Pemex’s priority. He comments “the tragic 

incident of Deepwater Horizon is a reminder that we must always be vigilant in the areas of safety and environmental 

protection. The report of the US Presidential Commission into the Deepwater Horizon incident concluded that the disaster 

was avoidable, and resulted from a specific series of management failures on the part of the companies involved. Based on 

extensive experience, we know that when wells are properly designed with a range of risks anticipated, when established 

procedures are followed and layers of redundancy are built in, tragic incidents like the one we witnessed in the Gulf of Mexico 

should not occur. We have drilled over 35 wells in water deeper than 1,200m in the Gulf of Mexico over the past decade.  We 

agree that the industry has a fundamental role to play in ensuring that safety and environmental standards are maintained 

and strengthened.”

Juan Carlos Zepeda Molina, President of the CNH, believes that the current legal 

framework created by the 2008 Energy Reform can be accommodated for contracts 

for exploration and development fields in deepwater projects. This can be done by 

introducing venture capital from Pemex; nevertheless, the ideal solution would be to 

reform the Constitution to allow risk contracts. “This is an important point to stress, 

because there are some limitations in the contracts, which have created debate about 

whether these contracts will work for projects involving exploratory risk,” Zepeda 

Molina explains.

The President of the CNH goes on to say that the main debate around the incentive-based integrated service contracts 

centres around the fact that they do not allow Pemex to share the potential upwards movement of the oil price with its 

project partners. Zepeda Molina points out that the two variables in an exploration project are the size of the field to be 

discovered and the price of oil in the marketplace once production begins. A high oil price can compensate for a small 

field, but because Pemex is not allowed to share the upward movement of the oil price, they are unable to compensate 

in a scenario where the field size is small. This means that the contract is essentially unbalanced for projects involving 

exploratory risk. 

“Does this mean that it will be impossible to use these contracts for exploration? No. It will pose some challenges and 

di�culties, but we can overcome them. For exploratory projects, Pemex will need to participate fully with their own 

venture capital. In order to do this, my recommendation is that Pemex creates a separate deepwater subsidiary, which will 

then be able to enter into joint ventures with companies like Petrobras. By creating this separate subsidiary, Pemex will 

be able to share the risk with its partners that would otherwise be wholly borne by the contracting partner. So, deepwater 

exploration collaborations will be possible under the current legal framework,” says Zepeda Molina.

“Deepwater development requires a di�erent legal framework to the one Mexico 

currently has due to several factors, the first of which is financial,” says Dr. Rogelio Gasca 

Neri, professional member of the Pemex board. “Onshore and shallow water wells have 

a much higher success rate and cost much less than deepwater wells. It is a high-risk 

activity requiring high-capital investment, and it will take a long time before Pemex sees 

a return on investment.”

Gasca Neri believes that under the current budgetary structure of Pemex, creating a 

long-term plan for deepwater development will be a major challenge, as budgets are 

calculated annually, and the Pemex board member believes that in order for deepwater development to be successful, 

longer term guarantees need to be put in place. “We have to have a new legal framework, and this is not something that 

Pemex can do anything about – it has to come from the next President, or this one. Pemex needs to know what it should 

be aiming for in the long-term, so that it can begin the hard work that needs to be done to develop these complex assets.”

The recent signing of the Transboundary Hydrocarbons Agreement should play an important role in helping Mexico develop 

its deepwater resources, according to Gasca Neri. “The work that still needs to be done by Pemex before it can start to 

properly explore its deepwater potential includes putting production procedures in place, learning how to complete wells, 

put safety procedures in place to prevent accidents, and creating policies to respond to worst-case scenarios if accident 

were to occur. The new agreement signed with the US will help Pemex develop in these areas tremendously, as we will 

have to put in place the same regulations as the US on any cross-border developments, and this should help us develop a 

comprehensive strategy for all our deepwater projects.” Gasca Neri adds that joint inspections will help to make sure that the 

strategy is implemented at these projects. 
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longer term guarantees need to be put in place. “We have to have a new legal framework, and this is not something that 

Pemex can do anything about – it has to come from the next President, or this one. Pemex needs to know what it should 

be aiming for in the long-term, so that it can begin the hard work that needs to be done to develop these complex assets.”

The recent signing of the Transboundary Hydrocarbons Agreement should play an important role in helping Mexico develop 

its deepwater resources, according to Gasca Neri. “The work that still needs to be done by Pemex before it can start to 

properly explore its deepwater potential includes putting production procedures in place, learning how to complete wells, 

put safety procedures in place to prevent accidents, and creating policies to respond to worst-case scenarios if accident 

were to occur. The new agreement signed with the US will help Pemex develop in these areas tremendously, as we will 

have to put in place the same regulations as the US on any cross-border developments, and this should help us develop a 

comprehensive strategy for all our deepwater projects.” Gasca Neri adds that joint inspections will help to make sure that the 

strategy is implemented at these projects. 
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of shallow water drilling permits approved since the 

Deepwater Horizon incident had dropped from around 12 

per month to ‘barely one per month’. Gustavo Hernández 

García, Subdirector of Planning and Evaluation at Pemex 

E&P, explains that the moratorium also caused a rise in 

the demand for jack-ups in the US Gulf of Mexico in 2011, 

following caution over deepwater drilling activities the 

year before: “The 2010 moratorium had caused operators 

to look more to shallow waters, so by 2011 many of the 

jack-up rigs in the Gulf of Mexico had been contracted.”

The moratorium was lifted in early October 2010, well 

ahead of the original November 30th deadline, but drilling 

activity was slow to return to the US Gulf as a result of 

caution from the government in order to ensure safety 

standards were at acceptable levels. The first drilling 

contract after the ban was lifted was awarded in February 

2011 to Noble Energy for the continued drilling of a well 

that had already been drilled to just under 4,000m before 

the ban halted work. In May 2011, Shell’s was awarded a 

licence to begin new drilling operations at its Appomattox 

prospect, the first new license the US government 

approved since the moratorium began. 

By mid-2011, it was possible to gauge the impact of 

the Macondo blowout on the rig count in the US Gulf. 

Combined utilization for drillships, semi-submersibles and 

jack-up rigs was approximately 300 basis points lower 

than it had been before the BP spill, and averaged 57% in 

the second quarter of 2011. However, on a positive note, 

by the end of Q2 2011, both drillships and jack-up rigs had 

increased their utilization rates above pre-Macondo levels. 

However, total numbers of both drillships and jack-ups in 

the Gulf in 2011 are much lower than before the BP spill, 

which accounts for the high utilization rate. At the start of 

March 2012, there were 117 rigs in the US Gulf of Mexico, 

with a utilization rate of 63.2%.

Mexico had a fantastic opportunity to take advantage 

of the drilling moratorium given the country’s need to 

increase o�shore drilling to raise production levels and the 

abundance of drilling rigs lying idle across the maritime 

border. However, the numbers do not really show Mexico 

taking advantage of the opportunity. In 2009, Pemex had 

an average of eight exploration drilling units operating 

o�shore throughout the year. This number dropped from 

to an average of six in 2010, and five in 2011. The number 

of rigs stationed at Pemex’s main shallow water regions 

(Cantarell, KMZ and the southeast marine region) for 

development work went from 21 in 2009, with the figure 

remaining stable during 2010, the year of the Deepwater 

Horizon incident, and then dropping to 20 in 2011. 

On May 30th 2010, when US Secretary of the Interior Ken 

Salazar declared a six-month moratorium on all deepwater 

o�shore drilling in US waters, 30 drilling operations in the 

US Gulf of Mexico were suspended: 25 in active operation, 

and another five preparing to start drilling within the 

six-month period. The aim of the moratorium was firstly 

to halt drilling on other wells during the investigation 

into the causes of the Deepwater Horizon spillage, and 

secondly to implement new safety standards across the 

o�shore drilling industry. O�shore regulators around the 

world took the Macondo blowout as an opportunity to 

reassess their safety strategies, but for the US this was 

of critical importance, both to reassure the population  

and the drilling industry that they were taking the  

accident seriously.

The moratorium predictably took its toll on the businesses 

in the Gulf of Mexico that had entered into agreements 

with drilling companies to lease drilling equipment on a 

long-term basis. In July 2010, the first drilling rig halted 

by the moratorium left US waters. The Endeavour, owned 

by Diamond O�shore, had previously been leased to 

Devon Energy Corp. Devon paid the US$31 million early 

termination fee to end the leasing agreement with 

Diamond, expecting that the cost of termination would be 

less than the cost of keeping the rig for the full extent of 

the moratorium. This was a view shared by many of the 

companies with idle equipment in the US sector of the Gulf 

of Mexico; they began to look for new long-term drilling 

opportunities outside of US waters. A good example of 

the financial impact of the o�shore drilling moratorium is 

Shell, which booked losses of US$115 million in the first five 

months after the announcement of the moratorium. 

Before the moratorium, drilling companies operating in 

the Gulf of Mexico had not been significantly a�ected by 

the global financial crisis thanks to long-term contracts 

that ensured they still had existing work even if little new 

work was being put on the books. The moratorium had 

a di�erent impact on operations – oil companies leasing 

drilling rigs were faced with the choice of continuing to pay 

for idle drilling equipment, or to terminate their contracts. 

While day rates for jack-up rigs in the Gulf remained fairly 

consistent between the start of the financial crisis and the 

moratorium, fleet utilization rates dropped significantly 

following both events. 

Despite the fact that the moratorium was focused solely 

on deepwater drilling, it also took its toll on shallow water 

operations in the US Gulf, as regulators were hesitant 

to approve any new drilling permits for the region. In 

September 2010, Reuters reported that the number 

177176

PEMEX DRILLING RIG REQUIREMENTS

In addition, both semi-submersible platforms and jack-

up platforms must comply with several specific safety 

requirements, including an evacuation, rescue and 

escape systems, gas and fire detection systems, as well 

as environmental protection requirements, including the 

proper disposal of toxic waste.  For both types of platforms, 

drilling towers or masts must undergo a complete visual 

inspection every six months by a specialized sta� member 

and undergo full maintenance service every five years.  

In 2010, following the moratorium on o�shore drilling in 

the US, demand in the global rig market started to decline. 

Pemex saw this as an opportunity to increase the standards 

it set for rigs as specified in its tenders, stipulating that any 

rigs used on its projects must be less than 10 years old. The 

company also capped its day rates for rigs, in order to take 

advantage of the oversupply of drilling rigs to the market. 

However, this strategy failed, as companies took their rigs 

to more attractive markets and Pemex did not manage to 

get the rigs it needed for its 2010 development plan. As a 

result, in 2011, the company relaxed these restrictions on 

its tenders. In March 2012, there were 67 rigs in Mexican 

waters. Pemex says that during the course of 2012, it will try 

to tender more rigs to cope with its drilling programme for 

the year, but mentioned that in 2011, it had to void a number 

of tenders simply because there were no bidders to fill its 

requirements for rigs.

To unify the basic criteria on the design, age, and capacity 

of drilling rigs operating in Mexican waters, Pemex 

developed a list of requirements that rigs owned by private 

contractors as well as Pemex-owned rigs must comply 

with. These requirements include technical specifications 

for both the semi-submersible drilling platforms and the 

jack-up drilling platforms. 

Semi-submersible drilling platforms are floating platforms 

that remain permanently positioned with anchors or dynamic 

positioning, which is a method of keeping a vessel stationary 

through the use of thrusters, propulsion units controlled by 

a computer. These platforms are used for drilling in water 

depths greater than 100m. Pemex’s technical specifications 

for semi-submersible platforms are as follows: a drilling tower 

with a minimum height of 48.77m, a minimum capacity to 

support 604,638.45kg, a universal crown of 500 tonnes, six 

pulleys with a diameter of 152cm each, wire slots of 3.49cm 

or 3.81cm and a rotating table of 120.65cm. 

Jack-up drilling platforms are positioned on the seabed 

on three or four legs, and are used for the drilling of wells 

in water depths of less than 100m. Pemex’s technical 

specifications for jack-up platforms are as follows: a 

drilling tower with a minimum height of 44.8m, a minimum 

capacity to support 498,951.61kg, a universal crown of 500 

tonnes, seven pulleys with a diameter of 127cm each, wire 

slots of 3.49cm or 3.81cm and a rotating table of 95.25cm.
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standards were at acceptable levels. The first drilling 

contract after the ban was lifted was awarded in February 

2011 to Noble Energy for the continued drilling of a well 

that had already been drilled to just under 4,000m before 

the ban halted work. In May 2011, Shell’s was awarded a 

licence to begin new drilling operations at its Appomattox 

prospect, the first new license the US government 

approved since the moratorium began. 

By mid-2011, it was possible to gauge the impact of 
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Combined utilization for drillships, semi-submersibles and 

jack-up rigs was approximately 300 basis points lower 

than it had been before the BP spill, and averaged 57% in 

the second quarter of 2011. However, on a positive note, 

by the end of Q2 2011, both drillships and jack-up rigs had 

increased their utilization rates above pre-Macondo levels. 

However, total numbers of both drillships and jack-ups in 

the Gulf in 2011 are much lower than before the BP spill, 

which accounts for the high utilization rate. At the start of 

March 2012, there were 117 rigs in the US Gulf of Mexico, 

with a utilization rate of 63.2%.

Mexico had a fantastic opportunity to take advantage 

of the drilling moratorium given the country’s need to 

increase o�shore drilling to raise production levels and the 

abundance of drilling rigs lying idle across the maritime 

border. However, the numbers do not really show Mexico 

taking advantage of the opportunity. In 2009, Pemex had 

an average of eight exploration drilling units operating 

o�shore throughout the year. This number dropped from 

to an average of six in 2010, and five in 2011. The number 

of rigs stationed at Pemex’s main shallow water regions 

(Cantarell, KMZ and the southeast marine region) for 

development work went from 21 in 2009, with the figure 

remaining stable during 2010, the year of the Deepwater 

Horizon incident, and then dropping to 20 in 2011. 

On May 30th 2010, when US Secretary of the Interior Ken 

Salazar declared a six-month moratorium on all deepwater 

o�shore drilling in US waters, 30 drilling operations in the 

US Gulf of Mexico were suspended: 25 in active operation, 

and another five preparing to start drilling within the 

six-month period. The aim of the moratorium was firstly 

to halt drilling on other wells during the investigation 

into the causes of the Deepwater Horizon spillage, and 
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o�shore drilling industry. O�shore regulators around the 

world took the Macondo blowout as an opportunity to 

reassess their safety strategies, but for the US this was 

of critical importance, both to reassure the population  

and the drilling industry that they were taking the  
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in the Gulf of Mexico that had entered into agreements 

with drilling companies to lease drilling equipment on a 

long-term basis. In July 2010, the first drilling rig halted 

by the moratorium left US waters. The Endeavour, owned 

by Diamond O�shore, had previously been leased to 

Devon Energy Corp. Devon paid the US$31 million early 

termination fee to end the leasing agreement with 

Diamond, expecting that the cost of termination would be 

less than the cost of keeping the rig for the full extent of 
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opportunities outside of US waters. A good example of 
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Before the moratorium, drilling companies operating in 
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the global financial crisis thanks to long-term contracts 

that ensured they still had existing work even if little new 

work was being put on the books. The moratorium had 

a di�erent impact on operations – oil companies leasing 

drilling rigs were faced with the choice of continuing to pay 

for idle drilling equipment, or to terminate their contracts. 
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get the rigs it needed for its 2010 development plan. As a 
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its tenders. In March 2012, there were 67 rigs in Mexican 

waters. Pemex says that during the course of 2012, it will try 

to tender more rigs to cope with its drilling programme for 

the year, but mentioned that in 2011, it had to void a number 

of tenders simply because there were no bidders to fill its 

requirements for rigs.

To unify the basic criteria on the design, age, and capacity 

of drilling rigs operating in Mexican waters, Pemex 

developed a list of requirements that rigs owned by private 

contractors as well as Pemex-owned rigs must comply 

with. These requirements include technical specifications 

for both the semi-submersible drilling platforms and the 

jack-up drilling platforms. 

Semi-submersible drilling platforms are floating platforms 

that remain permanently positioned with anchors or dynamic 

positioning, which is a method of keeping a vessel stationary 

through the use of thrusters, propulsion units controlled by 

a computer. These platforms are used for drilling in water 

depths greater than 100m. Pemex’s technical specifications 

for semi-submersible platforms are as follows: a drilling tower 

with a minimum height of 48.77m, a minimum capacity to 

support 604,638.45kg, a universal crown of 500 tonnes, six 

pulleys with a diameter of 152cm each, wire slots of 3.49cm 

or 3.81cm and a rotating table of 120.65cm. 

Jack-up drilling platforms are positioned on the seabed 

on three or four legs, and are used for the drilling of wells 

in water depths of less than 100m. Pemex’s technical 

specifications for jack-up platforms are as follows: a 

drilling tower with a minimum height of 44.8m, a minimum 
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slots of 3.49cm or 3.81cm and a rotating table of 95.25cm.
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Thus, under the model for mature fields, certification 

of reserves is granted and the geological, technical and 

commercial risk is measurable with a reasonably high level of 

precision; with it, the level of investment required, especially 

in the case of onshore reservoirs, is radically lower than 

amounts required for deepwaters. Considerations for deep 

and ultra-deepwaters are, therefore, inverse with which 

participation and compensation models are equally diverse.

Upon acceptance of the preceding fact, there are at least, 

two treatment options that can be combined: (i) reducing 

the downside (risk and investment) for the operator, with 

PEP’s direct participation exclusively in pre-exploratory 

and exploratory activities; and/or (ii) increasing the 

upside (consideration) for the operator, both in terms of 

the fee per barrel and the investment recovery term. Of 

course, both options mean important challenges in human, 

material and financial capacities. 

At Goodrich we are convinced that the Mexican upstream 

industry is going through a clear change of paradigm in which 

public-private cooperation is the key word for the game. While 

it seems recent experience with mature fields will be very 

positive, if the dramatic di�erences in the economic model 

for deepwater are not taken into consideration, the exercise 

of the 2008 Energy Reform and its implementation will have 

been fruitless. We make vows so that the stakeholders will 

have the intelligence and will to take the correct path.

Under such a dynamic, pragmatic and successful 

regulatory model as the Colombian, TEAs have served as 

catalysts for superficial exploration processes in fields and 

have, therewith, optimized understanding of prospective 

resources in such country, thereby contributing to partially 

mitigate exploration risks for oil operators which, at a later 

stage, become the selected contractor for such fields.

Under the TEAs, a contractor (known in Colombia as 

the evaluator) is awarded the right to perform technical 

assessment operations at its own cost and risk, leading 

to evaluation of the hydrocarbon potential in order to 

identify zones with higher prospective interest within the 

area being evaluated, by executing a previously agreed 

schedule. Therein, the bidding entity grants a preferential 

right to the evaluator to exercise an option and, thereby, 

become the contractor for the exploration, development 

and production stages. That way, while TEAs do not 

represent a definitive solution, they do allow for optimizing 

understanding of the objective fields.

The second alternative, with longer-lasting objectives and 

recently introduced at a domestic level, is the extrapolation 

of the integrated service model for mature fields to 

deepwater reservoirs. Two di�erences between the first 

and latter projects seem almost obvious and trigger the 

di�erence in treatment: (i) uncertainty and associated 

risks; as well as (ii) the level of required investment. 

DEEPWATER SAFETY STANDARDS

Source: CNH
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the existing number of onshore fields in operation; and (iii) 

develop 41 fields in the deepwater areas of the Mexican Gulf 

of Mexico.

While, in the context of presentations on reservoirs 

potentially subject to the model of Integrated Services 

Agreements, PEP has announced that during 2012 the 

first rounds of the bidding processes for deepwater areas 

will be held, there are at least two factors (one regarding 

the regulator and the NOC, and the other regarding the 

contractors) which generate certain skepticism of PEP’s 

ambitious schedule. 

From the regulator’s and the NOC’s standpoint, skepticism 

lies in the fact that, from the location of projected resources 

of the country as well as comparatively higher risks and 

costs than other reservoirs, there is tendency to consider 

that there is still not su�cient justification to focus on 

developing deep and ultra-deepwaters. 

As if that were not enough, from the standpoint of contractors 

potentially interested in these projects (international oil 

companies or IOCs), skepticism focuses on the fact that the 

compensation formula for the integrated services contractual 

scheme does not justify the level of risk and investment. This 

type of corporation claims that the imbalance between the 

upside and the downside would make their participation in 

these projects non-viable.

In this scenario of apparent mutual unattractiveness for 

projects of deep and ultra-deepwater, under the current 

regime and conditions, amongst others, a pertinent 

question emerges: Is there a contractual solution from 

which the business model for deepwater can learn? In 

our opinion, at least two major alternatives appear on 

the horizon: whilst the first is an external and temporary 

solution; the second is a proposal based on the recent 

national experience and with a rather stable mood. 

Under the alleged preliminary solution, technical assistance 

agreements (TEA) seem to o�er some pragmatic attributes. 

TEAs are based on the commercial philosophy of exploration 

and production that considers a more thorough understanding 

of the objective area, thus reducing exploratory risk.

With almost eighty years in the market and the highest 

ranking in the areas of oil and gas - granted by international 

directories - from amongst full service firms, Goodrich 

has had the privilege of participating throughout the 

entire history of the Mexican oil industry. Our experience 

in this area has been additionally enriched by our equally 

recognized maritime practice servicing exploration and 

production operations.

In this context of intense participation in the maritime 

and oil sectors, we accepted the invitation as one of 

the consultants selected by the Senate of the Republic 

to present our opinion on the legal reform project that 

would culminate in November 2008 with Mexico’s new 

upstream legal regime. With the same innovative spirit, 

Goodrich represents some of the world’s main operators 

and oil service companies, both o�shore and onshore. In 

this context, we wish to share some comparative ideas, 

as well as our responsibilities with one of our clients in 

the contractual implementation of mature fields awarded 

since Summer 2011. By doing so, we wish to contribute 

with some elements to the learning curve for deepwater 

projects to be awarded.

As may be observed from the First Annual Report by the 

National Hydrocarbons Commission (CNH) and the National 

Strategy on Energy, more than half of the prospective 

resources of the country are located onshore or in shallow 

waters. In an interesting observation, the CNH estimated 

that in order to comply with the government goal of  

3.3  million bbl/day by 2024, PEP would have to (i) triple 

the number of fields in shallow waters; (ii) increase by 259 

of the CNH, Pemex had essentially been self-regulated, 

so there were many questions regarding how far the CNH 

should go in terms of starting to regulate the Mexican NOC. 

Estrada Estrada recalls that after the government took the 

decision that the CNH would regulate Pemex in matters of 

safety and risk management, the reaction from the NOC 

was that it was already doing a good job of regulating 

itself. “Pemex told us it was operating safely by using 

the principles laid down by the US Minerals Management 

Service (MMS),” Estrada Estrada says “However, no matter 

how closely they were following these principles, the fact 

of the matter was that at the end of the day, Pemex was still 

regulating itself. We needed to step in at this point, even 

if it was only to maintain existing high safety standards at 

the NOC, but to step away from self-regulation in order 

to ensure the safety of Pemex personnel and equipment.” 

Since that time, the CNH has worked to develop safety 

regulations for deepwater operations in Mexico, based on 

existing norms in the industry, and on current international 

developments following the Macondo blowout. By planning 

contingencies for the worst-case scenario, Estrada Estrada 

believes that the deepwater industry will be safe and well-

regulated as it develops in the years to come.

The Macondo incident had a large impact on the global 

view of deepwater safety standards, according to 

Javier Estrada Estrada, Commissioner at the National 

Hydrocarbons Comission (CNH). “It developed and evolved 

in such a way that even the US, a country experienced in 

regulating deepwater activity and home to the world’s 

most experienced deepwater operators, were taken by 

surprise. The disaster gave the impression that investors 

were willing to go far beyond what current technology was 

able to safely deliver, and engage in activities far beyond 

what regulations were able to safeguard,” Estrada Estrada 

says “The debate following Deepwater Horizon went as far 

as to question whether regulators in the US had missed 

the point. Regardless of whether they were doing their job 

correctly or not, public perception was that the regulators 

were not ensuring the safety of deepwater operations.”

As a result, regulators all over the world took a fresh look 

at their deepwater regulations for the oil and gas industry. 

The CNH had only been in existence for two years at the 

time of the Macondo blowout, and one of its first major 

activities was to investigate Mexico’s safety regulations for 

deepwater exploration and production, an area that Pemex 

was just beginning to develop in 2010. Until the creation 
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Thus, under the model for mature fields, certification 

of reserves is granted and the geological, technical and 

commercial risk is measurable with a reasonably high level of 

precision; with it, the level of investment required, especially 

in the case of onshore reservoirs, is radically lower than 

amounts required for deepwaters. Considerations for deep 

and ultra-deepwaters are, therefore, inverse with which 

participation and compensation models are equally diverse.

Upon acceptance of the preceding fact, there are at least, 

two treatment options that can be combined: (i) reducing 

the downside (risk and investment) for the operator, with 

PEP’s direct participation exclusively in pre-exploratory 

and exploratory activities; and/or (ii) increasing the 

upside (consideration) for the operator, both in terms of 

the fee per barrel and the investment recovery term. Of 

course, both options mean important challenges in human, 

material and financial capacities. 

At Goodrich we are convinced that the Mexican upstream 

industry is going through a clear change of paradigm in which 

public-private cooperation is the key word for the game. While 

it seems recent experience with mature fields will be very 

positive, if the dramatic di�erences in the economic model 

for deepwater are not taken into consideration, the exercise 

of the 2008 Energy Reform and its implementation will have 

been fruitless. We make vows so that the stakeholders will 

have the intelligence and will to take the correct path.

Under such a dynamic, pragmatic and successful 

regulatory model as the Colombian, TEAs have served as 

catalysts for superficial exploration processes in fields and 

have, therewith, optimized understanding of prospective 

resources in such country, thereby contributing to partially 

mitigate exploration risks for oil operators which, at a later 

stage, become the selected contractor for such fields.

Under the TEAs, a contractor (known in Colombia as 

the evaluator) is awarded the right to perform technical 

assessment operations at its own cost and risk, leading 

to evaluation of the hydrocarbon potential in order to 

identify zones with higher prospective interest within the 

area being evaluated, by executing a previously agreed 

schedule. Therein, the bidding entity grants a preferential 

right to the evaluator to exercise an option and, thereby, 

become the contractor for the exploration, development 

and production stages. That way, while TEAs do not 

represent a definitive solution, they do allow for optimizing 

understanding of the objective fields.

The second alternative, with longer-lasting objectives and 

recently introduced at a domestic level, is the extrapolation 

of the integrated service model for mature fields to 

deepwater reservoirs. Two di�erences between the first 

and latter projects seem almost obvious and trigger the 

di�erence in treatment: (i) uncertainty and associated 

risks; as well as (ii) the level of required investment. 
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the existing number of onshore fields in operation; and (iii) 

develop 41 fields in the deepwater areas of the Mexican Gulf 

of Mexico.

While, in the context of presentations on reservoirs 

potentially subject to the model of Integrated Services 

Agreements, PEP has announced that during 2012 the 

first rounds of the bidding processes for deepwater areas 

will be held, there are at least two factors (one regarding 

the regulator and the NOC, and the other regarding the 

contractors) which generate certain skepticism of PEP’s 

ambitious schedule. 

From the regulator’s and the NOC’s standpoint, skepticism 

lies in the fact that, from the location of projected resources 

of the country as well as comparatively higher risks and 

costs than other reservoirs, there is tendency to consider 

that there is still not su�cient justification to focus on 

developing deep and ultra-deepwaters. 

As if that were not enough, from the standpoint of contractors 

potentially interested in these projects (international oil 

companies or IOCs), skepticism focuses on the fact that the 

compensation formula for the integrated services contractual 

scheme does not justify the level of risk and investment. This 

type of corporation claims that the imbalance between the 

upside and the downside would make their participation in 

these projects non-viable.

In this scenario of apparent mutual unattractiveness for 

projects of deep and ultra-deepwater, under the current 

regime and conditions, amongst others, a pertinent 

question emerges: Is there a contractual solution from 

which the business model for deepwater can learn? In 

our opinion, at least two major alternatives appear on 

the horizon: whilst the first is an external and temporary 

solution; the second is a proposal based on the recent 

national experience and with a rather stable mood. 

Under the alleged preliminary solution, technical assistance 

agreements (TEA) seem to o�er some pragmatic attributes. 

TEAs are based on the commercial philosophy of exploration 

and production that considers a more thorough understanding 

of the objective area, thus reducing exploratory risk.

With almost eighty years in the market and the highest 

ranking in the areas of oil and gas - granted by international 

directories - from amongst full service firms, Goodrich 

has had the privilege of participating throughout the 

entire history of the Mexican oil industry. Our experience 

in this area has been additionally enriched by our equally 

recognized maritime practice servicing exploration and 

production operations.

In this context of intense participation in the maritime 

and oil sectors, we accepted the invitation as one of 

the consultants selected by the Senate of the Republic 

to present our opinion on the legal reform project that 

would culminate in November 2008 with Mexico’s new 

upstream legal regime. With the same innovative spirit, 

Goodrich represents some of the world’s main operators 

and oil service companies, both o�shore and onshore. In 

this context, we wish to share some comparative ideas, 

as well as our responsibilities with one of our clients in 

the contractual implementation of mature fields awarded 

since Summer 2011. By doing so, we wish to contribute 

with some elements to the learning curve for deepwater 

projects to be awarded.

As may be observed from the First Annual Report by the 

National Hydrocarbons Commission (CNH) and the National 

Strategy on Energy, more than half of the prospective 

resources of the country are located onshore or in shallow 

waters. In an interesting observation, the CNH estimated 

that in order to comply with the government goal of  

3.3  million bbl/day by 2024, PEP would have to (i) triple 

the number of fields in shallow waters; (ii) increase by 259 

of the CNH, Pemex had essentially been self-regulated, 

so there were many questions regarding how far the CNH 

should go in terms of starting to regulate the Mexican NOC. 

Estrada Estrada recalls that after the government took the 

decision that the CNH would regulate Pemex in matters of 

safety and risk management, the reaction from the NOC 

was that it was already doing a good job of regulating 

itself. “Pemex told us it was operating safely by using 

the principles laid down by the US Minerals Management 

Service (MMS),” Estrada Estrada says “However, no matter 

how closely they were following these principles, the fact 

of the matter was that at the end of the day, Pemex was still 

regulating itself. We needed to step in at this point, even 

if it was only to maintain existing high safety standards at 

the NOC, but to step away from self-regulation in order 

to ensure the safety of Pemex personnel and equipment.” 

Since that time, the CNH has worked to develop safety 

regulations for deepwater operations in Mexico, based on 

existing norms in the industry, and on current international 

developments following the Macondo blowout. By planning 

contingencies for the worst-case scenario, Estrada Estrada 

believes that the deepwater industry will be safe and well-

regulated as it develops in the years to come.

The Macondo incident had a large impact on the global 

view of deepwater safety standards, according to 

Javier Estrada Estrada, Commissioner at the National 

Hydrocarbons Comission (CNH). “It developed and evolved 

in such a way that even the US, a country experienced in 

regulating deepwater activity and home to the world’s 

most experienced deepwater operators, were taken by 

surprise. The disaster gave the impression that investors 

were willing to go far beyond what current technology was 

able to safely deliver, and engage in activities far beyond 

what regulations were able to safeguard,” Estrada Estrada 

says “The debate following Deepwater Horizon went as far 

as to question whether regulators in the US had missed 

the point. Regardless of whether they were doing their job 

correctly or not, public perception was that the regulators 

were not ensuring the safety of deepwater operations.”

As a result, regulators all over the world took a fresh look 

at their deepwater regulations for the oil and gas industry. 

The CNH had only been in existence for two years at the 

time of the Macondo blowout, and one of its first major 

activities was to investigate Mexico’s safety regulations for 

deepwater exploration and production, an area that Pemex 

was just beginning to develop in 2010. Until the creation 
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A: Yes, for example CISESE. There are three research 

institutions for the energy industry: IMP, IIE for the electric 

industry, and ININ for the nuclear industry. Currently, 

we are in the process of joining our capabilities to meet 

the needs of each industry, but these three institutions 

are completely di�erent in terms of management and 

technology priorities. 

Additionally, there is a committee formed by IMP 

and Pemex personnel dedicated to innovation and 

investigation. There are five top-level Pemex executives 

on this committee, coming from the corporate o�ce 

and the four subsidiaries. The rest of the people on the 

committee are from the IMP. New project proposals are 

subject to approval of this Committee, which is a great 

support for us. To proceed with a proposal, we need 

the approval from our internal technical division. Once 

authorized by the committee, the funds are assigned and 

the implementation of the project is supervised by the 

technical division. 

Q: What is the outlook for the development of the 

deepwater research budget in the coming years? 

A: We are trying to increase the budget in order to promote 

more and better projects. We have improved the quality of 

our proposals, but our main challenge remains to develop 

the best proposals and best solutions.

deepwater section of the US Gulf of Mexico, such as spars? 

A: Other infrastructure such as spar systems could be 

used in deepwater. One of the Perdido fields might 

implement the spar system. On the American side, Shell 

is using a spar at a depth of 2,800m. As well as spars and 

FPSOs, other deepwater production options include semi-

submersibles and TLPs can be used. However, because we 

think FPSOs will be a way to bring deepwater projects to 

early production, we have focused on related technologies 

as a priority in our deepwater division, including the 

correspondent anchors and suction casings required. 

However, we understand the di�culty, if not impossibility, 

of developing this technology alone. 

Q: How can Pemex better improve its deepwater 

operations over time? 

A: With the evaluation system that we now have in place, 

we will be able to collect the information that we need in 

order to plan ahead and improve e�ciency in the years 

to come. The level of risk that a private company can 

take is di�erent from the level of risk that is acceptable 

for a government company. In a private company, the 

stakeholders are individual people. In Mexico, the entire 

population of the country is the stakeholder.

Q: Does the IMP work with other research institutions in 

Mexico?

Q: What are the main technologies that are in the private 

sector domain that should be applied in Mexico? 

A: The main technologies are subsea systems, flexible 

pipelines and risers, and floating systems. Drilling 

technology is also very important, because a sound 

working knowledge of deepwater drilling is needed 

before exploration activities can begin safely. Our role is 

to develop these capabilities together with Pemex, and 

establish the framework to evaluate all technologies that 

suppliers will o�er to Pemex.

Q: When Pemex will issue tenders for deepwater projects, 

do you sit down with the NOC to evaluate the technical 

aspects of the bids?

A: Yes, that is one of the roles of the IMP. Generally, we help 

Pemex to establish the technical terms for its tenders. We help 

them evaluate the proposals they receive and we also help 

them with project operation. We have experts in operational 

processes and that can help to solve problems at every 

stage of a project, from exploration to field development 

and production. For example, the IMP is currently working in 

collaboration with Pemex to develop a design plan for drilling 

activities at the Lakach project. In these cases, the IMP acts 

as the technological branch of Pemex. 

Q: What are the IMP’s priorities today to develop and 

assimilate new deepwater technology? 

A: Currently, our main priority is to develop the capabilities to 

evaluate existing technologies. At this moment, we have the 

capability to evaluate FPSOs and semi-submersible drilling 

rigs. We have decided to focus on FPSOs because they are 

the most likely to be used, because of their flexibility, and the 

fact they can be used in fields with no existing infrastructure. 

Brazil also used FPSOs as their production system, 

providing quick production and the capital to eventually 

build permanent systems. Semi-submersible drilling rigs are 

already active in the deepwater Gulf of Mexico. We are also 

focused on the evaluation of risk, the reliability of systems, 

and the characterization of hazards.

Q: Do you believe that FPSOs will be the primary 

production solution in Mexico’s deepwater, or will Pemex 

apply solutions that have proven to be successful in the 

Q: How has the IMP been working in the long-term to 

prepare Pemex for its move to deepwater?

A: One important decision for the IMP was to start sending 

people to participate in joint training projects since the end 

of the 1980s. The IMP participated in five joint projects with 

University College London, each lasting for two years. After 

sending our people to the United Kingdom to receive training 

and education, we moved to encouraging our personnel to 

study for PhDs in France, the United States and Brazil. 

This training allowed us to start collaborating on projects 

with Pemex to prepare them for deepwater activities. For 

example, we did a project with virtual fields in the Bay of 

Campeche with a water depth of 700m in 1993, which 

acted as a motivational project as Pemex began to look at 

Mexico’s shallow water areas.

At the beginning of 2003, the Investigation and Development 

Programme for Technologies for the Exploitation of 

Deepwater was established within the IMP, which currently 

consists of 53 people, 29 of whom have a PhD.

Q: Brazil has been very successful at understanding how 

di�erent deepwater technologies can be applied. What 

can Mexico learn from the way Brazil has done this?

A: At the moment, we are following Brazil’s example. The 

IMP went to Brazil in 2002 and one of the most impressive 

things that Brazil has achieved since then is working well 

with a strong supplier base. The only way to manage this 

is through creating your own capabilities and precisely 

communicating your requirements to your suppliers. If 

you don’t know how systems behave under di�erent 

conditions, suppliers will not take you seriously. This is 

certainly something that Pemex needs to take into account 

when it starts deepwater development. 

Since 2002 we have developed seven projects with the 

intention of addressing our inexperience in deepwater and 

complementing our existing capabilities, gained through 

working in the o�shore arena for 30 years. Although we 

did not have a research programme in place at that time, 

we worked to develop technologies that could be applied 

in di�erent areas. Compared to Brazil, Mexico’s knowledge 

gap is relatively small due to this experience. 
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COMPANY PROFILE 

Transocean is the world’s largest o�shore drilling contractor, 

with a fleet of 134 mobile o�shore drilling units as well as four 

high-specification jackups under construction. Transocean’s 

fleet is considered one of the most modern and versatile 

in the world due to its emphasis on technically demanding 

segments of the o�shore drilling business, including 

operations in the Artic circle and in ultra-deepwater. The 

company was responsible for launching the world’s first jack-

up rig back in 1954.

FLEET DEVELOPMENT STRATEGY

Over the years, Transocean has resisted the urge to move 

into onshore drilling, focusing instead on the challenges of 

deepwater and ultra-deepwater projects in many di�erent 

environments around the world, working for most of the 

world’s leading deepwater operators. The company’s 

strategy is reflected in its fleet: 27 ultra-deepwater rigs 

with one under construction, 16 deepwater rigs, five 

designed for harsh environments, 25 midwater floaters, 

nine high spec jackup rigs, 51 standard jackups, and one 

swamp barge.

Location: Switzerland

Market Capitalization: US$15.27 billion 

Fleet Size: 134 mobile o�shore drilling units

Activity in Mexico: Although the company has previously 

worked with Pemex, and currently operates 11 of its ultra-

deepwater floaters and one deepwater floater on the US 

side of the Gulf of Mexico, Transocean currently has no 

operations in Mexico.

RECENT FINANCIAL ACTIVITY

Transocean was BP’s drilling partner at the Deepwater 

Horizon, which su�ered a critical blowout in 2010, the 

indirect cost of which was over US$1 billion for Transocean. 

From a stock price of US$160.54 in May 2008, the company 

hit a low as a result of the financial crisis in December 

2008 of US$44.18. After recovering to a price of US$93 in 

January 2010, the Deepwater Horizon incident caused the 

stock price to tumble once again, and by January 2nd 2012 

the stock only stood at US$40.16.

SHARE PRICE

COMPANY PROFILE

Ensco is a global provider of o�shore drilling services, 

with the second-largest o�shore drilling fleet. Ensco’s 

operations span six continents and its rigs have drilled 

some of the most complex wells in virtually every major 

o�shore basin around the globe.  The company has 

operations all around the world, split into five regions: 

North and South America, with Brazil as a separate region, 

Europe and the Mediterranean, Middle East and Africa, and 

Asia and the Pacific Rim.  

FLEET DEVELOPMENT STRATEGY

Ensco’s acquisition of Pride International in May 2011 

served to significantly expand its deepwater drilling 

capacity. Today, the fleet comprises seven ultra-deepwater 

drillships, 13 dynamically positioned semi-submersibles, 

seven moored submersibles, and 49 premium jackups. 

Between 2005 and 2011, the company has invested more 

than US$1 billion in its jack-up fleet. The company is also 

in the process of building several drillships, submersibles 

and harsh-environment jack-ups, which will cost US$700 

million to be constructed over the next years.

Location: United Kingdom

Market Capitalization: US$8.89 billion

Fleet Size: 75 units

Activity in Mexico: In 2008, Ensco won a contract with 

Pemex to lease two o�shore rigs to the company for 

development of the Campeche basin. 

RECENT FINANCIAL ACTIVITY

From a stock quote high of US$79.15 in June 2008, the 

financial crisis saw Ensco stock dive to a March 2009 low 

of US$23.64. In the wake of the Macondo blowout, Ensco’s 

stock price took a US$16 tumble between April and June 

2010, but gradually rose to a high of US$59.57 in April 2011. 

On January 3rd 2012, the company’s stock price stood at 

US$49.09. Ensco announced full year 2011 diluted earnings 

per share from continuing operations were US$3.08, 

compared to US$3.80 per share in 2010. 

SHARE PRICE

COMPANY PROFILE

Seadrill Limited provides o�shore drilling services to the 

oil and gas industries worldwide. It also o�ers platform 

drilling, well intervention, and engineering services, with 

a particular focus on deepwater operations and a fleet 

tailored to this objective. Seadrill Limited was founded in 

1972 and is based in Hamilton, Bermuda. Seadrill has 6,650 

employees, representing some 50 nationalities, operating 

in 15 countries on five continents. Seadrill is listed on the 

New York Stock Exchange and the Oslo Stock Exchange.

FLEET DEVELOPMENT STRATEGY

In March 2011, Seadrill operated 60 o�shore drilling rigs, 

of which 14 were under construction. The current fleet 

operates in 15 di�erent countries across the globe. As 

of March 31, 2011 the company owned and operated 54 

o�shore drilling units, which consist of drillships, jack-

up rigs, semi-submersible rigs that are both dynamically 

positioned and moored, and tender rigs for operations 

in shallow and deepwater areas, as well as in benign and 

harsh environments.

Location: Bermuda

Market Capitalization: US$70.9 billion

Fleet Size: 62 units

Activity in Mexico: In 2011, Pemex was Seadrill’s 11th most 

important client. The West Pegasus rig, which is Seadrill’s 

sole rig in Mexico and forms part of Pemex’s deepwater 

exploration strategy, provided 3.75% of Seadrill’s global 

business.

RECENT FINANCIAL ACTIVITY

Seadrill was one of the o�shore drilling companies most 

heavily impacted by the financial crisis of 2008; its stock 

price fell from a May 2008 high of US$35.15 down to only 

US$5.45 in November of the same year. In the space of a 

year, Seadrill increased its stock price to US$24.15, and saw 

only an US$8 devaluation as a result of the Macondo well 

blowout. The 2011 stock price peaked at US$37.21 at the 

end of February 2011, and at the start of January 2012 was 

at US$33.95.

SHARE PRICE

COMPANY PROFILE

Noble is an o�shore drilling contractor for the oil and 

gas industry. Noble performs contract drilling services 

with a global fleet, from the Middle East to India, the US 

Gulf of Mexico, Mexico, the Mediterranean, the North Sea, 

Brazil, West Africa and Asia Pacific. 2012 will mark the 91st 

anniversary of the company. In 1985, Noble Corporation 

was spun o� from Noble A�liates to concentrate on 

international o�shore drilling operations. 

FLEET DEVELOPMENT STRATEGY

Noble operates 79 o�shore drilling units (including 11 

vessels currently under construction) in the world’s key oil 

and gas locations, including the US Gulf of Mexico, Mexico, 

Brazil, the North Sea, the Mediterranean, West Africa, the 

Middle East, India and Asia Pacific. Noble currently operates 

14 drillships, 49 jack-up rigs, 14 semi-submersibles and 2 

submersible vessels. In September 2011, Noble announced 

that it would be constructing its fourth drillship for use in 

ultra-deepwater, expected for delivery in the second half 

of 2014.

Location: Switzerland

Market Capitalization: US$7.15 billion 

Fleet Size: 79 units

Activity in Mexico: Noble currently operates 13 units in 

Mexican waters, all but one of which operate in shallow 

waters. The Noble Max Smith is a semi-submersible 

operating under license to Pemex in the Gulf of Mexico, 

working with Pemex until end-December 2011. 

RECENT FINANCIAL ACTIVITY

In May 2008, Noble reached its recent stock market peak 

of US$65.44. By December 2008, the price had dropped 

to US$21.47, but in the space of a year had once again risen 

to a US$41.09 value. April 2010 was a critical moment for 

every listed o�shore drilling company, and Noble was no 

exception; its share price dropped from US$39.49 in April 

to US$27.56 by the beginning of June. Noble’s 2011 high 

was US$45.60 in April, and at the start of January 2012 

stood at US$31.68.

SHARE PRICE
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COMPANY PROFILE 

Transocean is the world’s largest o�shore drilling contractor, 

with a fleet of 134 mobile o�shore drilling units as well as four 

high-specification jackups under construction. Transocean’s 

fleet is considered one of the most modern and versatile 

in the world due to its emphasis on technically demanding 

segments of the o�shore drilling business, including 

operations in the Artic circle and in ultra-deepwater. The 

company was responsible for launching the world’s first jack-

up rig back in 1954.

FLEET DEVELOPMENT STRATEGY

Over the years, Transocean has resisted the urge to move 

into onshore drilling, focusing instead on the challenges of 

deepwater and ultra-deepwater projects in many di�erent 

environments around the world, working for most of the 

world’s leading deepwater operators. The company’s 

strategy is reflected in its fleet: 27 ultra-deepwater rigs 

with one under construction, 16 deepwater rigs, five 

designed for harsh environments, 25 midwater floaters, 

nine high spec jackup rigs, 51 standard jackups, and one 

swamp barge.
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Market Capitalization: US$15.27 billion 

Fleet Size: 134 mobile o�shore drilling units
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SHARE PRICE

COMPANY PROFILE
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SHARE PRICE

COMPANY PROFILE
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SHARE PRICE

COMPANY PROFILE

Noble is an o�shore drilling contractor for the oil and 

gas industry. Noble performs contract drilling services 

with a global fleet, from the Middle East to India, the US 

Gulf of Mexico, Mexico, the Mediterranean, the North Sea, 

Brazil, West Africa and Asia Pacific. 2012 will mark the 91st 

anniversary of the company. In 1985, Noble Corporation 

was spun o� from Noble A�liates to concentrate on 

international o�shore drilling operations. 

FLEET DEVELOPMENT STRATEGY

Noble operates 79 o�shore drilling units (including 11 

vessels currently under construction) in the world’s key oil 

and gas locations, including the US Gulf of Mexico, Mexico, 

Brazil, the North Sea, the Mediterranean, West Africa, the 

Middle East, India and Asia Pacific. Noble currently operates 

14 drillships, 49 jack-up rigs, 14 semi-submersibles and 2 

submersible vessels. In September 2011, Noble announced 
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Location: Switzerland

Market Capitalization: US$7.15 billion 

Fleet Size: 79 units

Activity in Mexico: Noble currently operates 13 units in 

Mexican waters, all but one of which operate in shallow 

waters. The Noble Max Smith is a semi-submersible 

operating under license to Pemex in the Gulf of Mexico, 

working with Pemex until end-December 2011. 

RECENT FINANCIAL ACTIVITY

In May 2008, Noble reached its recent stock market peak 

of US$65.44. By December 2008, the price had dropped 

to US$21.47, but in the space of a year had once again risen 

to a US$41.09 value. April 2010 was a critical moment for 

every listed o�shore drilling company, and Noble was no 

exception; its share price dropped from US$39.49 in April 

to US$27.56 by the beginning of June. Noble’s 2011 high 

was US$45.60 in April, and at the start of January 2012 

stood at US$31.68.

SHARE PRICE
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SEADRILL’S ULTRA-DEEPWATER 
RIG STARTS WORK FOR PEMEX
In April 2011, Seadrill signed a contract with Pemex through 

its subsidiary, Sea Dragon de México, to provide its West 

Pegasus ultra-deepwater semi-submersible drilling rig for 

a five-year period. The terms of the deal provide for a fixed 

operating day rate for the first two years of the contract, 

and subsequently fixed according to market conditions. 

Assuming a constant day rate over the five-year term, 

and excluding the mobilization fee, the contract is valued 

at approximately US$850 million, corresponding to a 

US$465,750 day rate; this amount is comparable to the 

company’s existing ultra deepwater semi-submersible rigs’ 

day rates in other parts of the world. 

Seadrill is the world’s second-largest o�shore driller 

when measured by enterprise value. The company 

has operations in 50 di�erent countries spanning four 

continents. The company primarily operates o� the coasts 

of Norway, Brazil and some Asian countries, and has very 

little exposure to the Gulf of Mexico, unlike its competitor 

Transocean, the drilling company involved in the ill-fated 

Macondo well. Seadrill has been going from strength to 

strength in recent months, and analysts predict that the 

company’s revenues will grow by 6.4% in 2011 to US$4.6 

billion. The company has a debt-to-equity ratio of 154.7; 

this is reflective of the need to take on debt in order  

to build the company’s assets. The company seems 

to have had few problems financing its latest  

infrastructure acquisitions. 

Ultra-deepwater rigs command the highest day rates in the 

o�shore drilling industry by a rather large margin: the cash 

break-even cost per day for each rig including cost, tax 

and interest expenses and scheduled debt instalments is 

around US$385,000. Seadrill acquired two rigs, Seadragon 

I (later renamed West Pegasus) and Seadragon II, from 

an unnamed bank in January 2011, in a deal valued at  

US$1.2 billion. Seadrill carried out the acquisition by 

raising new bank debt, with the rigs themselves serving 

as security. This debt has a seven-year tenor and a 13-year 

repayment profile. 

The amount Seadrill paid includes project management for 

the remaining construction period, drilling and handling 

tools, spares, operations preparations and capitalized 

interest. Construction of the West Pegasus took place at 

the Jurong Shipyard in Singapore, and finished in January 

2011. West Pegasus began its journey to Mexico on April 

1st 2011 after a period of testing and training, and after the 

final elements of the deal between the two companies were 

decided. Operations commenced in the third quarter of 2011.

The West Pegasus is based on the Moss Maritime CS50 MkII 
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design, and is a high-specification, new generation drilling 

unit. It is equipped with NOV drilling equipment and has 

capacity to drill in water depths exceeding 3,000m, and 

total vertical drilling capacity of over 10,000m. It features 

a single derrick with a dual pipe handling and o�ine stand 

building capabilities for increased e�ciency.

The West Pegasus contract is advantageous for both 

parties. Seadrill’s bid for deepwater drilling services was 

the most-cost e�cient and comprehensive, and therefore 

the most desirable, Pemex said. For Seadrill’s part, in 

addition to finding a customer to pay the day rate for a 

full five years only a few weeks after the semi-submersible 

came out of the shipyard, the deal also allows the company 

to diversify its revenue streams. Seadrill has not focused 

on the Gulf of Mexico in the past, and this first foray into 

the region will hopefully serve as a foot in the door and the 

start of a fruitful and long-lasting relationship with Pemex.

Pemex expects to spend around US$1 billion on the 

exploration of deepwater assets located in the Perdido 

folded belt in 2012, drilling three wells in the area during 

the course of the year. Pemex was due to start drilling 

these wells in late 2011, but was delayed by the late arrival 

of the Bicentenario deepwater semi-submersible rig. It is 

believed that the West Pegasus rig will also be used at 

Perdido this year.

The Perdido folded belt is located adjacent to the US-

Mexican maritime border. Any cross-border reservoirs 

have yet to be discovered, but in February 2012 Mexico 

and the US signed the Transboundary Hydrocarbons 

Agreement that put in place guidelines in case any shared 

reservoirs are discovered. The agreement also put in 

place a framework for conducting joint inspections of 

infrastructure on both sides of the border.
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PERDIDO FIELD: NEW FRONTIER IN 
ULTRA-DEEPWATER DEVELOPMENT

Location
Alaminos Canyon Block 857, 
Gulf of Mexico 

Operator
Shell

Interests
Shell: 35%, Chevron: 37.5%,  
BP: 27.5%

Distance to shore
320km from Galveston, Texas 

First production
March 31, 2010

Fields
Great White, Silvertip and 
Tobago 
The Great White field represents 
about 80% of Perdido’s total 
estimated production

Water Depth
2,450m

to a depth of 4,856m, and spudded the final well in March 

2004. Shell operates the field and holds a 33.34% stake, 

while Chevron and BP each hold a 33.33% interest.

The second field discovered in the region was Silvertip, 

which is 60% owned by Chevron. Shell participates in the 

field with the remaining 40% interest and is the operator. 

Shell discovered the field in 2004. Located under 2,804m 

of water, the field’s final drilling depth reached 4,504m.

Tobago completes the trio of fields that the Perdido 

production spar will exploit. Work at the Tobago field is the 

world’s deepest subsea completion to date, and breaks the 

record previously held by the Silvertip field. Located under 

2,926m of water, the well was drilled to a depth of 5,642m 

with a sidetrack well drilled to a depth  of 5,616m. The field 

is 32.5% owned by Shell, with Chevron holding a 57.5% 

interest and Nexen holding the remaining 10% interest. 

Although the fields were discovered by 2004, development 

did not begin until July 2007, when the Noble Clyde 

Bourdreaux semi-submersible began work. In order to 

reduce both cost and environmental impact of drilling 

multiple wells at fields located at water depths far greater 

than any other project in the world, the operator took the 

decision to use a production spar instead of a tension leg 

platform. Subsea development of the fields began soon 

afterwards.

Several di�erent multinational service companies 

collaborated to put together one of the world’s most 

technically demanding o�shore projects with a number 

of innovative solutions to cope with the unique nature of 

the project. Oceaneering International was responsible 

for the fabrication and installation of subsea hardware at 

the project, including flowlines and well jumper spools, as 

well as a pipeline tie-in sled. FMC Technologies worked 

on Perdido’s subsea completion and processing systems, 

comprising 17 subsea trees, two subsea manifolds, five 

subsea caisson separation and boosting systems, controls 

for both topside and subsea, and related subsea equipment. 

FMC was also responsible for providing steel catenary risers, 

top tension risers and umbilicals for the project.

The transport and installation of Perdido’s subsea 

production umbilicals was done by Acergy North. This 

included the provision of 60km of steel tube super duplex 

subsea production umbilicals, four of which were dynamic 

and three static, as well as the associated flying leads and 

subsea hardware.

The di�erences between deepwater exploration on the US 

and Mexican sides of the Gulf of Mexico could not more 

clearly reveal the contrast that has come as a result of two 

di�erent oil and gas development strategies. Over the last 

decade, companies working in the US sector have invested 

billions in cutting edge, record-breaking deepwater 

projects, whilst Mexico is still in the preliminary stages of 

its exploration drilling programme. 

The Perdido project – the most technologically advanced 

ultra-deepwater project in the world – developed by Shell 

in collaboration with partners BP and Chevron, is located 

354km away from Galveston, Texas, and sits very close to 

the Mexico-US maritime border. The project comprises a 

spar production facility, which produces from three fields: 

Great White, Silvertip and Tobago. All three are located in 

what is known as the Perdido folded belt in the northwest 

section of the Alaminos Canyon outer continental shelf. 

The water depth in the region ranges from 2,300m to 

3,000m, some of the deepest waters in the Gulf. Perdido 

began production in 2010, breaking the record for water 

depth by over 50%.

Work on the three fields, which are spread over a 70km2 

area, began in 2002 with the discovery of the Great White 

field. The semi-submersible Deepwater Nautilus drilled the 

first five appraisal wells. The Nautilus drilled the first well 

In order to connect the spar to the wells of the three 

fields, five risers drop from the platform to the seafloor, 

which branch out to connect to 22 wells, and extend more 

than 4,267m from the platform. Baker Hughes provided 

the electric submersible pumping systems (ESPs) to the 

Perdido spar, whose 1,600 horsepower systems will combat 

the problem of pumping oil to the surface at such high 

pressures. Meanwhile, gas will be separated on the seafloor 

and sent to a separate production unit on the platform.

The spar hull itself was installed in 2008, after completing 

a 13,200km journey from the construction yard in Pori, 

Finland where Technip built the equipment. Once the spur 

was towed into position, it was rotated from a horizontal 

to vertical position by pumping water into tanks at the 

bottom of the spar; the process took more than 20 hours 

to complete. Once the spar was upright, nine chains 

and polyester rope mooring lines 3km in length were 

used to secure the spar to the seabed. Heerema Marine 

Contractors was responsible for installing the world’s 

deepest permanent mooring anchor pile in 2,632m of 

water using the deepwater crane vessel Balder. 

The three topsides of the platform support oil and gas 

processing units, living quarters for 150 people and a 

drilling rig. In mid-March 2010, the project reached another 

milestone when Heerema’s Thialf crane barge installed 

the spar platform’s 9500 tonne topsides. The completed 

platform is 267m tall, with the spar hull accounting for 

173m of this. The life expectancy of the spar is 25 years. 

Although Shell never disclosed the total project cost for 

Perdido, experts estimate that the project cost around 

US$4 billion to complete given the unique and ground-

breaking nature of the installation.

The spar acts as common processing hub for the three 

fields, and the drilling rig attached to the platform and 

the nature of the floating unit means that by adjusting the 

tension of the mooring lines, Perdido is capable of direct 

vertical access to 22 wells in the Great White field. It can 

also gather, process and export production within a 48km 

radius of its location. 

Production began at the end of March 2010 from five 

wells at the Great White field, with all wells expected 

to come online by 2016. The spar was designed to 

produce 100,000 bbl/day and 200 Bcf/day. Russ Ford, 

Shell’s technology Vice President for the Americas, said: 

“Perdido is a technological tour de force that is opening 

up a new frontier for global oil and gas production. Once 

the global economy recovers, the energy challenge will 

return with a vengeance, and new sources of energy will 

be required. Producing oil safely and responsibly this far 

out and this deep should allay concerns about industry 

access to the 85% of the US Outer Continental Shelf that  

remains undeveloped.”

LOOKING FOR MEXICO’S PERDIDO FIELD

In 2012 Pemex will start exploring its side of the Perdido folded belt. Expected to use deepwater drilling rigs Bicentenario 

and West Pegasus, the NOC aims to drill six deepwater wells in total in 2012, and will move north throughout the year, 

with the best two prospects in the Perdido region being Supremos-1 and Trión-1, according to Carlos Morales Gil, 

Director of Pemex E&P. 

In February 2012, Mexico and the US signed the Transboundary Hydrocarbons Agreement, which put in place guidelines 

to deal with any deepwater reservoirs that straddle the US-Mexican maritime border. This should serve to put minds at 

rest that Mexico will have access to its fair share of hydrocarbons from these reserves, should they be proven to exist.
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Contractors was responsible for installing the world’s 

deepest permanent mooring anchor pile in 2,632m of 
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the spar platform’s 9500 tonne topsides. The completed 

platform is 267m tall, with the spar hull accounting for 

173m of this. The life expectancy of the spar is 25 years. 

Although Shell never disclosed the total project cost for 

Perdido, experts estimate that the project cost around 

US$4 billion to complete given the unique and ground-

breaking nature of the installation.

The spar acts as common processing hub for the three 

fields, and the drilling rig attached to the platform and 

the nature of the floating unit means that by adjusting the 

tension of the mooring lines, Perdido is capable of direct 

vertical access to 22 wells in the Great White field. It can 

also gather, process and export production within a 48km 

radius of its location. 

Production began at the end of March 2010 from five 

wells at the Great White field, with all wells expected 

to come online by 2016. The spar was designed to 

produce 100,000 bbl/day and 200 Bcf/day. Russ Ford, 

Shell’s technology Vice President for the Americas, said: 

“Perdido is a technological tour de force that is opening 

up a new frontier for global oil and gas production. Once 

the global economy recovers, the energy challenge will 

return with a vengeance, and new sources of energy will 

be required. Producing oil safely and responsibly this far 

out and this deep should allay concerns about industry 

access to the 85% of the US Outer Continental Shelf that  

remains undeveloped.”

LOOKING FOR MEXICO’S PERDIDO FIELD

In 2012 Pemex will start exploring its side of the Perdido folded belt. Expected to use deepwater drilling rigs Bicentenario 

and West Pegasus, the NOC aims to drill six deepwater wells in total in 2012, and will move north throughout the year, 

with the best two prospects in the Perdido region being Supremos-1 and Trión-1, according to Carlos Morales Gil, 

Director of Pemex E&P. 

In February 2012, Mexico and the US signed the Transboundary Hydrocarbons Agreement, which put in place guidelines 

to deal with any deepwater reservoirs that straddle the US-Mexican maritime border. This should serve to put minds at 

rest that Mexico will have access to its fair share of hydrocarbons from these reserves, should they be proven to exist.
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TECHNOLOGY SPOTLIGHT 

Owner
Heerema 

Construction cost
US$600-700 million

Dimensions
210m x 46.2m

Operating draft
9m-11m 

Transit draft
8m

Pipelay equipment
Type: Pipelay tower for J-lay 
and Reeling
Deepwater lowering: 3,500m 
water depth

Expected delivery
Q2 2013

than most of its competitors, and compensate for this 

by having more days working than slower vessels in the 

same class. This particular feature is a great advantage for 

Heerema as it adds to the Aegir’s competitiveness in the 

global o�shore construction and installation market. 

Aegir will be fitted with a Class 3 dynamic positioning 

system. Also, the ship will include a heavy lift crane with 

a revolving lift capacity of 4,000 metric tonnes in a radius 

of 17m to 40m and a 1,500 metric tonnes capacity at a 

78m radius. The ship is equipped with a pipelay tower 

adapted for J-Lay and Reeling and a deepwater lowering 

system capable of going as far as 3,500m water depth. 

Furthermore, with a total length of 210m and a width of 

46.2m, it can navigate in a minimum water depth of 8m 

while in transit, and 9 to 11m while operating. Aegir will be 

able to shelter 289 persons, with a maximum capacity for 

305 persons and lifesaving devices for 399 persons. 

In January 2012, McDermott Australia awarded Heerema 

Marine Contractors a contract for the transport and 

installation of flowlines, moorings, as well as integrated 

pipeline and subsea structures for the INPEX Ichthys LNG 

project. Heerema Marine Contractors plans on using Aegir 

for this project, as it will need the employment of Aegir’s 

heavy lift, as well as its J-Lay and Reel-Lay aptitudes – two 

di�erent methods for laying subsea pipelines.  The contract 

signals to the shipbuilding community that companies are 

looking for technology like this for future projects, and 

the next few years will determine whether vessels like 

the Aegir will be used as niche tools or are setting new 

industry standards. 

Shell’s deepwater Perdido project has not only taken 

deepwater technology to the next level, it also provided an 

opportunity for Heerema Marine Contractors to showcase 

the capabilities of two of the world’s largest semi-

submersible crane vessels: Thialf and Balder. Equipped 

with dual cranes, the Thialf has a width of 88.4m and a 

heavy lift capacity of 14,200 tonnes. When loaded with its 

maximum deck load capacity of 12,000 tonnes, it has a 

transit speed of 6 knots at a draft of 12.5m. In mid-2012, 

when tests and trials are scheduled to be finished, the 

heavyweights in Heerema Marine Contractors’ fleet will be 

joined by the more agile monohull deepwater vessel Aegir. 

Named after the Norse God of the Sea, the Aegir will 

be more narrow than most of Heerema’s vessels. This 

innovative vessel will be adapted to carry out complicated 

infrastructure and pipeline projects in deepwater, but 

will also be able to set up fixed platforms in shallower 

waters. Daewoo Shipbuilding and Marine Engineering Co. 

is building the vessel in Korea, and Heerema announced 

in July 2010 that the investment would be about  

US$600-700 million. 

The Aegir will be built with a customized Ulstein Sea 

of Solutions SOC 5000 design, with a hull specially 

conceived to facilitate high transit speed, which is one of 

the vessel’s most important attributes. The new ship will 

be able to travel from one project location to the other at 

a quicker pace than the larger ships in the Heerema fleet, 

thus providing the company with more flexibility to start 

and complete complex deepwater pipe-laying or platform-

installation projects in a shorter time period. As a result, 

the Aegir will reach it break-even point at a lower day rate 

COMPETITIVE EDGE OF A MONOHULL 
DEEPWATER CONSTRUCTION VESSEL 
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Until the signing of the Transboundary Hydrocarbon Agreement by the US and Mexico in February 2012, exploration of the 

area close to the US-Mexico maritime border was under an e�ective moratorium. In the 1970s, the two governments first 

broached the issue of exploiting the maritime border, and a treaty was drawn up. However, the US Senate refused to ratify this 

treaty. The treaty eventually came into force in 2000 as the Western Gap Treaty, which established a 1.4 nautical mile bu�er 

zone on each side of the border in which a 10-year moratorium on commercial gas exploration was put into place. In 2010, 

Presidents Obama and Calderón extended this treaty until 2014.

However, the new Transboundary Hydrocarbons Agreement that was announced in February 2012 e�ectively ends the current 

moratorium on oil exploration and production in the Western Gap portion of the Gulf of Mexico when it comes into force. The 

agreement lays out a legal framework for possible commercial activities at the maritime boundary and sets clear guidelines 

for transboundary developments. It establishes incentives for oil and gas companies to voluntarily enter into arrangements to 

jointly develop any transboundary reservoirs. In the event such an arrangement is not achieved, the Agreement establishes a 

process by which U.S. companies and Pemex can individually develop the resources on each side of the border while protecting 

each nation’s interests and resources. Importantly, one of the key features of the transboundary agreement is laying out safety 

cooperation, which will allow for joint inspection teams to ensure compliance with safety and environmental regulations. 

negotiator in such a venture, and I fear that Pemex lacks 

the most fundamental experience to undertake such a 

task. And there are tremendous interests at stake here: we 

are talking about the economic future of a country.

Q: How would you judge the merits of the Transboundary 

Hydrocarbon Agreement that was signed in February 2012?

A:  The agreement was important for Mexico as it completed 

a process that was initiated in the 2008 Energy Reform 

when the transboundary reservoir issue first garnered public 

attention. President Calderón needed to prove that his 

administration had taken proper steps towards the protection 

of Mexico’s resources, although there is no evidence that such 

transboundary resources do exist. For the United States, it 

was convenient to reciprocate Mexico’s protective gesture in 

case there should be an opening for private participation in 

the Mexican hydrocarbon industry. Thus, in my opinion, the 

merits of such agreement are merely political rather than of 

an economic or technical nature. 

Q: How does the agreement a�ect the potential for 

developing cross-border fields?

A: The agreement is still very broad in its implementation 

mechanisms. Although unitization agreements are 

mentioned in the agreement, many years - decades 

perhaps - may elapse before transboundary reservoirs 

could be found. Such a broad agreement only sets some 

very general steps by which cross border fields may be 

developed, if found.   

Q: Do you think such fields can be developed under the 

current legislative framework?

A: There are people who say you can start developing 

transboundary fields without a constitutional amendment. 

My feeling, though, is that you would have a multi-billion 

dollar project hanging from a thread, because if you 

don’t amend the Constitution, the next administration 

might decide to constitutionally challenge the contract or 

agreement on which that is based. So you have to make a 

national decision to embark on a project such as this, and 

the only legal instrument that is strong enough to protect 

such a project is the Mexican Constitution. 

Q: When we talk about transboundary reservoirs in the 

Gulf of Mexico, their existence is commonly assumed. 

Should we be so sure that such fields exist?

A: It would be a cruel trick of nature if the political 

boundaries were at the same place as where reserves 

stopped. The thing is that we have no exploratory data 

confirming the existence of continuous hydrocarbon 

reservoirs into the Mexican side of the Gulf of Mexico, 

and we also do not have any evidence that those reserves 

would be commercially viable for Mexico. They might be 

commercially viable for Shell or another major, because 

they have the technology and the experience. They can 

a�ord the cost of deepwater drilling in such areas. For 

Mexico, those areas might be there, but they might not 

be commercially viable for us because we cannot extract 

them at a reasonable cost without partnerships. 

If there are substantial and commercially viable reserves, 

the question is can we extract them? And can we negotiate 

a unitization agreement that is viable for Mexico? If you 

talk to any number of attorneys, engineers and financiers 

that have been involved in the negotiation of unitization 

agreements, they will tell you that it is quite a feat. 

Q: To what can corporate resistance to unitization be 

attributed?

A: Nature is forcing you to take on a partner that perhaps 

you wouldn’t have chosen. It is a marriage of convenience. 

The question at the Perdido area - Mexico’s most likely 

chance of a trans-border reservoir - is whether any of 

the licensees there want Pemex as a partner, because 

in any partnership both parties have to be completely 

comfortable. Unitization would make Mexico become a 

passive partner in the venture, providing capital, reserves, 

and staying quiet. Just imagine the transition from state 

monopoly to sitting, observing, listening and complying. 

I am not saying that the US licensees would be abusive, 

but Pemex cannot enter a partnership in that state of 

vulnerability. It is not convenient, especially as the reserves 

do not belong to the company, but rather to the Mexican 

people. So, even though your partner might be acting in 

good faith, you have to be very cautious and be a good 

QUOTES FROM THE SIGNING OF THE AGREEMENT:

Felipe Calderón, Mexican President:

“This treaty will allow Mexico and the US to take advantage of energy resources in an e�cient way and resources that 

have been underdeveloped until now because of the previous agreements that restricted exploitation. This agreement 

will allow us to maximize the recovery of hydrocarbons, strengthen our energy security in both countries and increase, in 

Mexico’s case, the public income in a sustainable manner, through Pemex. The fear existed among many Mexicans, that 

Mexican oil could be extracted unilaterally from the other side of the border. One of the best things about this agreement 

is that any joint reserves will now be exploited together, and the earnings will be distributed equally.”

“I would like to stress that during the negotiation of this treaty we maintained close communication with the Mexican Senate. 

In the spirit of transparency, we kept a broad group of senators in updated with the advancements of the agreement. 

Throughout the process, we listened with interest to the expert opinions they expressed, and took their recommendations on 

board. Now it is up to the Senate to analyse the treaty that is being signed. I respectfully call upon the chamber to analyse and 

if appropriate, approve this powerful tool that will continue to boost the development of our dear country.”

Hilary Rodham Clinton, US Secretary of State:

“The agreement we sign today helps prevent disputes. It also helps promote the safe, e�cient, and equitable exploration 

and production of cross-boundary reservoirs. Each country maintains its own right to develop its own resources. But this 

agreement creates new opportunities. And for the first time, American companies will be able to collaborate with Pemex, 

their Mexican counterpart. In tough times like these, we need to make the most of every opportunity to create jobs, to foster 

economic growth and energy security, while managing our resources and our environment responsibly for future generations.”
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TECHNOLOGY SPOTLIGHT 

Production at Ormen Lange began in 2007, 10 years after 

the discovery of the field. Ormen Lange was operated by 

Statoil in the development phase, after which Norske Shell 

took over operatorship in the production phase. Gas from 

the field will be recovered by pressure depletion, with gas 

compression expected to be needed by around 2017. To 

prepare for this eventuality, Aker Solutions has developed 

a subsea compression pilot project, which will handle 2.12 

Bcf throughput per day, in water depths of 900m. This 

technology is relatively new in the oil and gas industry, and 

has implications for how far a wellstream will be able to 

travel, which will allow for longer step-outs, and will bring 

better rates of recovery than surface systems, because 

the closer compression occurs to the wellhead, the more 

e�cient it is. The system also has lower CAPEX and OPEX 

costs than a conventional surface system, not counting 

the cost of development of the technology. Like many 

subsea systems, subsea compression reduces the human 

safety risk. The world’s first subsea compression system 

will come online at Norway’s Åsgard project in 2014, and 

experiences will be shared in order to ensure the success 

of the system when it is installed at Ormen Lange.

One of the world’s most interesting o�shore developments 

is 120km o� the coast of Kristiansund, as no gas processing 

platform is installed at the Ormen Lange field unlike the 

majority of deepwater gas developments. Instead, as a 

solution to the challenge of producing gas at deepwater 

depths of 800-1100m, the contractor FMC Technologies 

decided to install subsea infrastructure to bring the gas 

back to shore for processing. This is one technology that 

Mexico is considering for the development of deepwater 

gas fields such as Lakach.

One of the major reasons for the subsea development in 

Ormen Lange are the environmental conditions above the 

water which are simply too harsh for much of the year: 

stormy seas, an uneven seabed for securing a platform, 

freezing temperatures and strong underwater currents. 

These environmental conditions provide challenges 

even for a subsea solution, but the danger to workers 

is greatly reduced by moving gas processing onshore. 

The advantages of a subsea-to-beach transportation 

system are numerous: it can be over 500km in length, 

deals well with pressure/velocity drop, allows for subsea 

gas compression, improved flow assurance and thermal 

management, with no emissions at sea and a faster and 

simpler installation.

Statoil exploits the 320km2 reservoir through 24 subsea 

wellheads connected to four seabed templates. The 

contractor FMC found the preparation of the seabed for 

the installation of these templates extremely challenging, 

and used a remote-controlled subsea dredger working in 

almost zero visibility. Then the templates had to be lowered 

to the seabed; the installation crew had only one chance to 

do this with a precision of only a few centimetres, as once 

the templates had been lowered to the ocean floor they 

would be immovable. 

Two multi-phase, 30-inch pipelines bring the gas onshore 

from the subsea templates to Nyhamna, where it is dried 

and compressed. Once it has been processed, the gas is 

dispatched in a 1200km pipeline with a capacity of 60 

million cubic metres per day to the UK, supplying 15% 

of the UK’s gas demand. When it was built, this was the 

world’s longest subsea pipeline. The tieback to shore was 

extremely challenging for contractor FMC Technologies. 

As well as dealing with the extremely uneven seabed, FMC 

had to adapt its technologies to deal with sub-zero seabed 

temperatures, slow dynamics and long time delays in the 

pipelines, high volume MEG injection per tree, liquid slugs, 

and the challenge of designing a structure that would have 

a life of 50 years.

ORMEN LANGE: MODEL FOR LAKACH?

CONTRACTORS WORKING ON ORMEN LANGE:

EPC for o�shore production systems: FMC Technologies

FEED contract for onshore production: Aker Kvaerner

Construction and installation of slug catcher: Aker Verdal

Transportation and installation of pipelines: Saipem, 

Solt O�shore, Allseas Marine Contractors
Drilling work: Saipem, Seadrill, Ocean Rig

FIELD OWNERSHIP:

Petoro: 36%  Statoil: 29%

Norske Shell: 17%  DONG Energy: 10%

ExxonMobil: 7%

Impression of the final compression station to be installed at 

approximately 900 meters water depth. Dimensions could be 

as much as 70m in length, 54m wide and stand 14m high.
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on two of the deepwater drilling rigs that Pemex is using 

for exploration, and the company hopes to participate in 

any new deepwater drilling rig projects that Pemex may 

launch in the future.

The way that Aker Solutions hopes to develop its business in 

Mexico is through demonstrating a long-term commitment 

to the country, according to García Enríquez. “One of our 

main strategies is to come to the market to stay. We are 

not coming to Mexico for one project and then heading 

back home. We have demonstrated this philosophy in 

other parts of the world, such as Brazil, West Africa, and 

Asia Pacific, where we have built facilities, hired people 

and initiated local operations. I’m convinced this formula 

can be applied in Mexico, where we can find skilled labour 

that we can even use for supplying global sources. There is 

certainly a lot of planning ahead and we are developing a 

comprehensive business plan,” he explains.

García Enríquez says that the short-term development 

strategy for Aker Solutions in Mexico is to continue to 

learn more about the organization and needs of Pemex. 

However, the company is also looking for growth 

opportunities through participation in the private sector: 

the Drilling Technologies business unit of Aker Solutions is 

strengthening its relationship with Grupo R, and is planning 

a long future of working together in order to supply the 

demand for deepwater drilling rigs that Pemex will need as 

it ramps up development of its deepwater assets. 

Working with local companies is an ideal way for an 

international company with a relatively small presence 

in the Mexican market to satisfy the national content 

requirements of Pemex tenders, bringing technological 

expertise and experience that local Mexican companies 

lack, particularly in the deepwater arena. Aker Solutions 

hopes to follow the development of the industry by 

initially focusing on providing technologies that Mexico 

needs for deepwater exploration, before following Pemex 

into development and production projects as the NOC’s 

deepwater activities develop.

“With our wide portfolio of products, systems and services 

stretching all the way from the reservoir to production, 

and through the life of a field, we are looking forward 

to materializing opportunities in Mexico, supporting 

the development of its o�shore assets and overcoming 

Mexico’s deepwater challenges,” García Enríquez says.

Although in comparison to other countries around the 

world, Mexico is not considered to be advanced in its 

deepwater activities, companies specialized in deepwater 

and subsea activities still see the potential of the Mexican 

market. Aker Solutions has been active in the Mexican 

market for the last two years, in an e�ort to be recognized 

by Pemex as one of the leading players in the subsea 

industry. The contracting model for deepwater has yet 

to be defined, and companies specialized in this area are 

pressing hard in order to be the one partner to Pemex 

as the NOC considers an integrated approach, with one 

company executing deepwater contracts in order to 

minimize risk and interfaces. According to Alejandro 

García Enríquez, Business Development Manager Latin 

America of Aker Solutions, explains that this business set-

up runs di�erently to the way that Aker operates in many 

other markets, where subsea and deepwater companies 

frequently work in cooperation with one another, either as 

partner or subcontractor.

When asked which projects in Norway best demonstrate 

the capabilities of Aker Solutions, and how they might 

apply to the Mexican market, García Enríquez points to 

the Ormen Lange field as the showcase for the company’s 

abilities: “Ormen Lange demonstrates what Aker 

Solutions is capable of, particularly in the area of subsea 

compression. We built a pilot compression station, which 

is currently being tested, and represents a huge leap for 

the industry. Åsgard in Norway is another good example; 

the first subsea compression station will be installed in 

the field in this project. On the KG-D6 and MA-D6 fields 

for Reliance in India, we executed full subsea projects in 

record time, from FEED to delivery.” 

García Enríquez goes on to explain that these are the 

projects that the company is presenting to Pemex in order 

to demonstrate the company’s capabilities and experience 

in executing major subsea contracts. However, García 

Enríquez reiterates that as Pemex has not yet decided on 

a contracting methodology for its deepwater projects, the 

market in Mexico is far from concrete for companies like 

Aker. “Despite this,” says García Enríquez, “the company’s 

belief in the Mexican market is strong, as the potential 

for growth in the deepwater segment is great, and the 

portfolio of products and solutions for both drilling, field 

development and production means that we have many 

opportunities to grow our Mexican business throughout 

the life cycle of Pemex’s deepwater projects.” Already, Aker 

Solutions has drilling technologies and products in place 

MEXICAN APPLICATIONS FOR A 
WIDE PORTFOLIO OF NORWEGIAN 
SUBSEA SOLUTIONS
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TECHNOLOGY SPOTLIGHT 

Production at Ormen Lange began in 2007, 10 years after 

the discovery of the field. Ormen Lange was operated by 

Statoil in the development phase, after which Norske Shell 

took over operatorship in the production phase. Gas from 

the field will be recovered by pressure depletion, with gas 

compression expected to be needed by around 2017. To 

prepare for this eventuality, Aker Solutions has developed 

a subsea compression pilot project, which will handle 2.12 

Bcf throughput per day, in water depths of 900m. This 

technology is relatively new in the oil and gas industry, and 

has implications for how far a wellstream will be able to 

travel, which will allow for longer step-outs, and will bring 

better rates of recovery than surface systems, because 

the closer compression occurs to the wellhead, the more 

e�cient it is. The system also has lower CAPEX and OPEX 

costs than a conventional surface system, not counting 

the cost of development of the technology. Like many 

subsea systems, subsea compression reduces the human 

safety risk. The world’s first subsea compression system 

will come online at Norway’s Åsgard project in 2014, and 

experiences will be shared in order to ensure the success 

of the system when it is installed at Ormen Lange.

One of the world’s most interesting o�shore developments 

is 120km o� the coast of Kristiansund, as no gas processing 

platform is installed at the Ormen Lange field unlike the 

majority of deepwater gas developments. Instead, as a 

solution to the challenge of producing gas at deepwater 

depths of 800-1100m, the contractor FMC Technologies 

decided to install subsea infrastructure to bring the gas 

back to shore for processing. This is one technology that 

Mexico is considering for the development of deepwater 

gas fields such as Lakach.

One of the major reasons for the subsea development in 

Ormen Lange are the environmental conditions above the 

water which are simply too harsh for much of the year: 

stormy seas, an uneven seabed for securing a platform, 

freezing temperatures and strong underwater currents. 

These environmental conditions provide challenges 

even for a subsea solution, but the danger to workers 

is greatly reduced by moving gas processing onshore. 

The advantages of a subsea-to-beach transportation 

system are numerous: it can be over 500km in length, 

deals well with pressure/velocity drop, allows for subsea 

gas compression, improved flow assurance and thermal 

management, with no emissions at sea and a faster and 

simpler installation.

Statoil exploits the 320km2 reservoir through 24 subsea 

wellheads connected to four seabed templates. The 

contractor FMC found the preparation of the seabed for 

the installation of these templates extremely challenging, 

and used a remote-controlled subsea dredger working in 

almost zero visibility. Then the templates had to be lowered 

to the seabed; the installation crew had only one chance to 

do this with a precision of only a few centimetres, as once 

the templates had been lowered to the ocean floor they 

would be immovable. 

Two multi-phase, 30-inch pipelines bring the gas onshore 

from the subsea templates to Nyhamna, where it is dried 

and compressed. Once it has been processed, the gas is 

dispatched in a 1200km pipeline with a capacity of 60 

million cubic metres per day to the UK, supplying 15% 

of the UK’s gas demand. When it was built, this was the 

world’s longest subsea pipeline. The tieback to shore was 

extremely challenging for contractor FMC Technologies. 

As well as dealing with the extremely uneven seabed, FMC 

had to adapt its technologies to deal with sub-zero seabed 

temperatures, slow dynamics and long time delays in the 

pipelines, high volume MEG injection per tree, liquid slugs, 

and the challenge of designing a structure that would have 

a life of 50 years.

ORMEN LANGE: MODEL FOR LAKACH?

CONTRACTORS WORKING ON ORMEN LANGE:

EPC for o�shore production systems: FMC Technologies

FEED contract for onshore production: Aker Kvaerner

Construction and installation of slug catcher: Aker Verdal

Transportation and installation of pipelines: Saipem, 

Solt O�shore, Allseas Marine Contractors
Drilling work: Saipem, Seadrill, Ocean Rig

FIELD OWNERSHIP:

Petoro: 36%  Statoil: 29%

Norske Shell: 17%  DONG Energy: 10%

ExxonMobil: 7%

Impression of the final compression station to be installed at 

approximately 900 meters water depth. Dimensions could be 

as much as 70m in length, 54m wide and stand 14m high.
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on two of the deepwater drilling rigs that Pemex is using 

for exploration, and the company hopes to participate in 

any new deepwater drilling rig projects that Pemex may 

launch in the future.

The way that Aker Solutions hopes to develop its business in 

Mexico is through demonstrating a long-term commitment 

to the country, according to García Enríquez. “One of our 

main strategies is to come to the market to stay. We are 

not coming to Mexico for one project and then heading 

back home. We have demonstrated this philosophy in 

other parts of the world, such as Brazil, West Africa, and 

Asia Pacific, where we have built facilities, hired people 

and initiated local operations. I’m convinced this formula 

can be applied in Mexico, where we can find skilled labour 

that we can even use for supplying global sources. There is 

certainly a lot of planning ahead and we are developing a 

comprehensive business plan,” he explains.

García Enríquez says that the short-term development 

strategy for Aker Solutions in Mexico is to continue to 

learn more about the organization and needs of Pemex. 

However, the company is also looking for growth 

opportunities through participation in the private sector: 

the Drilling Technologies business unit of Aker Solutions is 

strengthening its relationship with Grupo R, and is planning 

a long future of working together in order to supply the 

demand for deepwater drilling rigs that Pemex will need as 

it ramps up development of its deepwater assets. 

Working with local companies is an ideal way for an 

international company with a relatively small presence 

in the Mexican market to satisfy the national content 

requirements of Pemex tenders, bringing technological 

expertise and experience that local Mexican companies 

lack, particularly in the deepwater arena. Aker Solutions 

hopes to follow the development of the industry by 

initially focusing on providing technologies that Mexico 

needs for deepwater exploration, before following Pemex 

into development and production projects as the NOC’s 

deepwater activities develop.

“With our wide portfolio of products, systems and services 

stretching all the way from the reservoir to production, 

and through the life of a field, we are looking forward 

to materializing opportunities in Mexico, supporting 

the development of its o�shore assets and overcoming 

Mexico’s deepwater challenges,” García Enríquez says.

Although in comparison to other countries around the 

world, Mexico is not considered to be advanced in its 

deepwater activities, companies specialized in deepwater 

and subsea activities still see the potential of the Mexican 

market. Aker Solutions has been active in the Mexican 

market for the last two years, in an e�ort to be recognized 

by Pemex as one of the leading players in the subsea 

industry. The contracting model for deepwater has yet 

to be defined, and companies specialized in this area are 

pressing hard in order to be the one partner to Pemex 

as the NOC considers an integrated approach, with one 

company executing deepwater contracts in order to 

minimize risk and interfaces. According to Alejandro 

García Enríquez, Business Development Manager Latin 

America of Aker Solutions, explains that this business set-

up runs di�erently to the way that Aker operates in many 

other markets, where subsea and deepwater companies 

frequently work in cooperation with one another, either as 

partner or subcontractor.

When asked which projects in Norway best demonstrate 

the capabilities of Aker Solutions, and how they might 

apply to the Mexican market, García Enríquez points to 

the Ormen Lange field as the showcase for the company’s 

abilities: “Ormen Lange demonstrates what Aker 

Solutions is capable of, particularly in the area of subsea 

compression. We built a pilot compression station, which 

is currently being tested, and represents a huge leap for 

the industry. Åsgard in Norway is another good example; 

the first subsea compression station will be installed in 

the field in this project. On the KG-D6 and MA-D6 fields 

for Reliance in India, we executed full subsea projects in 

record time, from FEED to delivery.” 

García Enríquez goes on to explain that these are the 

projects that the company is presenting to Pemex in order 

to demonstrate the company’s capabilities and experience 

in executing major subsea contracts. However, García 

Enríquez reiterates that as Pemex has not yet decided on 

a contracting methodology for its deepwater projects, the 

market in Mexico is far from concrete for companies like 

Aker. “Despite this,” says García Enríquez, “the company’s 

belief in the Mexican market is strong, as the potential 

for growth in the deepwater segment is great, and the 

portfolio of products and solutions for both drilling, field 

development and production means that we have many 

opportunities to grow our Mexican business throughout 

the life cycle of Pemex’s deepwater projects.” Already, Aker 

Solutions has drilling technologies and products in place 
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For Pemex’s deepwater projects, Iniesta Olaya believes 

that standardized, proven technology will be best. “We 

will most likely be able to use standard technology in the 

Mexican sector of the Gulf of Mexico. By using existing 

technologies, we are helping to further reduce the risk that 

Pemex must face. As sole operator in Mexico, there is a 

lot of pressure for the NOC to minimize risk as much as 

possible. Simple technology is the first step, but working 

together as an industry will also go a long way towards 

making Pemex’s move to deepwater as safe as possible. 

The biggest problem behind the Macondo blowout was a 

lack of communication between technology providers. We 

need to work as an industry to ensure that this does not 

happen in Mexico.”

Although the industry is committed to working with 

Pemex to develop this subsea philosophy, Iniesta Olaya 

says that the impending elections will be a hurdle, as 

they potentially spell a change in leadership across the 

company. “We have worked hard over the last few years to 

establish a relationship with Pemex in order to help them 

develop their experience and understanding of subsea 

infrastructure. With the expected changes at Pemex in 

2012, we will have to work extra-hard to ensure that we 

maintain our position as the go-to partner for subsea 

development. Our experience globally helps us deserve 

that position, but our presence in Mexico and the work we 

do here in the country is what will help us to re-establish 

ourselves in this segment if needed.”

According to Ernesto Iniesta 

Olaya, Commercial Director 

Mexico of FMC Technologies, 

FMC has a 75% market share 

of the subsea segment in 

the US Gulf of Mexico, which 

makes them the ideal partner 

as Pemex begins to explore 

its options for developing 

subsea infrastructure. Iniesta Olaya believes that the key 

step as Pemex weighs the advantages of installing subsea 

infrastructure at its deepwater projects is to work out 

which discipline of subsea development it will use, so that 

it can be applied across all projects. “Di�erent companies 

have di�ering standards regarding subsea infrastructure, 

and Pemex needs to make sure that it has defined 

which techniques and technologies it should use across 

its operations so that when multiple companies come 

together for projects, the infrastructure can be installed 

smoothly and without complication,” says Iniesta Olaya. 

“This is something that all companies specialized in subsea 

infrastructure can help Pemex to achieve, and the result 

will be that potentially high-risk situations can be avoided.”  

Iniesta Olaya believes that following the Macondo blowout 

and the increased focus on safety and security in the 

o�shore oil and gas industry, developing a coherent subsea 

development philosophy is now a key prerequisite for 

any deepwater development. “As separate infrastructure 

and construction projects join together to form a single 

system, it is the interfaces where di�erent contractors and 

technologies meet where problems have a high chance of 

occurring. If the operator, in this case Pemex, has taken 

steps to decide on a holistic philosophy behind project 

development, then these risks disappear.”

NEED FOR A COHERENT SUBSEA  
DEVELOPMENT PHILOSOPHY

Ernesto Iniesta Olaya, 
Commercial Director Mexico 
of FMC Technologies

DEVELOPING A SOLID DEEPWATER 
TECHNOLOGY PORTFOLIO

a company specialized in marine handling technology 

that deals with the design, engineering, fabrication, 

installation, commissioning, start-up and service of 

products in the areas of seismic, offshore supply and 

subsea. Some of the products Kongsberg has in its 

portfolio as a result of this acquisition, that could 

prove advantageous to helping Pemex collect better 

exploration data on its deepwater projects, include 

winches and handling systems, cranes, launch and 

recovery systems for ROVs and AUVs, spooling devices, 

overboard handling equipment, control systems and 

hydraulic power packs. Kongsberg also offers eBird, its 

seismic cable control solution, which can control the 

lateral, vertical and roll streamer control for seismic 

vessels. In March 2011, Kongsberg Seatex, the company 

that designed the eBird system, was presented with 

the prestigious Award for Design Excellence from the 

Norwegian Design Council.

Remote subsea vehicles will become an increasingly 

important tool for Pemex, and Kongsberg is eager to 

participate in this development. “We have a line of 

autonomous underwater vehicles (AUVs), which we 

manufacture and design ourselves. Its REMUS and 

HUGIN vehicles can be acquired with extremely short 

delivery times, and have been used by many di�erent 

o�shore operations by a number of di�erent industries,” 

says Perez. “However, AUVs are particularly useful for 

deepwater exploration, as the water depths do not allow 

human divers to reach the seafloor, and remote vehicles 

are therefore one of the few options left for capturing 

visual data of the seafloor. They are also useful once 

deepwater production begins, when once again visual 

data is vital.”

Pemex must face a number 

of technological challenges 

in deepwater exploration, 

development and production, 

as the company is now 

entering this arena as a 

relative newcomer. In order 

to overcome potential 

technology and experience 

gaps, the NOC is looking for partners with tried and tested 

technologies to bring to Mexico in order to develop a 

deepwater technology portfolio that can help it exploit its 

deepwater resources successfully.

“There are a number of areas where companies with 

experience in deepwater projects in other parts of the 

world can work with Pemex to bring tested technology 

into Mexico, mainly focused on exploration activities,” 

explains Rossy Perez, Sales Manager in charge of 

Central and South America for Kongsberg Oil & Gas 

Technologies. In general, potential partners can be 

split into offshore and subsea solution providers. 

In offshore, Kongsberg has a suite of technologies 

that are designed for use on seismic vessels. It is this 

technology that has led to a large portion of Kongsberg 

Maritime’s activity in Mexico, through partnerships with 

specialized seismic companies like Fugro. Indeed, in 

August 2011, Kongsberg announced that it had secured 

over US$1.5 million in orders from Fugro for a range 

of high-resolution cameras and Mesotech scanning 

sonar systems as part of Fugro’s 2011 ROV sensor 

refurbishment and new-build programme.

Kongsberg’s business in the seismic segment was 

bolstered in July 2011 by the acquisition of Evotec AS, 

Rossy Perez, Sales Manager of 
Kongsberg Central and South 
America

of 983m, contains two deposits estimated to contain 

total of 0.9 Tcf of 2P reserves as of January 2012. Pemex’s 

proposed plan for development of Lakach includes drilling 

six wells and a subsea tieback structure with dual flowlines 

that will be placed 55km from the coast at a water depth 

of 1,200m. Pemex will transport the gas via pipeline to an 

onshore facility that will have capacity to process 400 

Mcf of gas per day. There are many advantages to subsea 

structures. For starters, pipelines can extend up to 500km 

in length and allow for subsea gas compression. In addition, 

both thermal management and simpler installations are 

possible. An example of a successful subsea tieback can 

be found at the Ormen Lange field in Norway.  

Pemex awarded the technical assistance contract for 

Lakach to Technip, an international company dedicated to 

project management, engineering and construction for the 

energy industry, to help in the development of the design of 

the field’s production infrastructure. Pemex anticipates an 

investment of nearly US$1.4 billion for this project from 2011 

to 2015. Lakach production is estimated to start around the 

year 2014, according to a recent Pemex press release.

“The reserves in Lakach are very significant thanks to 

the size of the field,” Eduardo Camero Godínez, Director 

General of Exploration and Production at Mexico’s Energy 

Ministry, says. “At present, Mexico imports natural gas, 

especially from the United States, and if you look at 

Pemex’s portfolio, gas is not even competing with oil 

resources. Nevertheless, there is a big demand for natural 

gas in Mexico that is not satisfied by Pemex’s production. 

This is why it makes sense for Pemex to develop a field like 

Lakach. In addition, Pemex can gain expertise by testing 

out its equipment in a deepwater field like Lakach before 

exploiting what could become an even bigger discovery 

of crude oil in Perdido.”

Lakach will provide Pemex’s first deepwater hydrocarbons 

production, and it is important for the company to gather 

the necessary experience and knowledge to continue with 

deepwater development in the coming years. 

Pemex considered the discovery of the deepwater Lakach 

natural gas field in June 2006 a great success. It is the 

fourth-largest non-associated gas field in Mexico. However, 

almost six years have gone by, and many would argue that 

Lakach has not yet lived up to initial expectations. Pemex 

faces some di�culties as it attempts to develop a strategic 

plan for the exploitation of this field. 

The Lakach field, located in the Holok-Alvarado area 

(approximately 131km northeast of Coatzacoalcos and 

98km southeast of the city of Veracruz) in a water depth 

“BY USING EXISTING TECHNOLOGIES, WE 

ARE HELPING TO FURTHER REDUCE THE 

RISK THAT PEMEX MUST FACE”

C-0018, Mexico Oil & Gas Review (2012)
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For Pemex’s deepwater projects, Iniesta Olaya believes 

that standardized, proven technology will be best. “We 

will most likely be able to use standard technology in the 

Mexican sector of the Gulf of Mexico. By using existing 

technologies, we are helping to further reduce the risk that 

Pemex must face. As sole operator in Mexico, there is a 

lot of pressure for the NOC to minimize risk as much as 

possible. Simple technology is the first step, but working 

together as an industry will also go a long way towards 

making Pemex’s move to deepwater as safe as possible. 

The biggest problem behind the Macondo blowout was a 

lack of communication between technology providers. We 

need to work as an industry to ensure that this does not 

happen in Mexico.”

Although the industry is committed to working with 

Pemex to develop this subsea philosophy, Iniesta Olaya 

says that the impending elections will be a hurdle, as 

they potentially spell a change in leadership across the 

company. “We have worked hard over the last few years to 

establish a relationship with Pemex in order to help them 

develop their experience and understanding of subsea 

infrastructure. With the expected changes at Pemex in 

2012, we will have to work extra-hard to ensure that we 

maintain our position as the go-to partner for subsea 

development. Our experience globally helps us deserve 

that position, but our presence in Mexico and the work we 

do here in the country is what will help us to re-establish 

ourselves in this segment if needed.”

According to Ernesto Iniesta 

Olaya, Commercial Director 

Mexico of FMC Technologies, 

FMC has a 75% market share 

of the subsea segment in 

the US Gulf of Mexico, which 

makes them the ideal partner 

as Pemex begins to explore 

its options for developing 

subsea infrastructure. Iniesta Olaya believes that the key 

step as Pemex weighs the advantages of installing subsea 

infrastructure at its deepwater projects is to work out 

which discipline of subsea development it will use, so that 

it can be applied across all projects. “Di�erent companies 

have di�ering standards regarding subsea infrastructure, 

and Pemex needs to make sure that it has defined 

which techniques and technologies it should use across 

its operations so that when multiple companies come 

together for projects, the infrastructure can be installed 

smoothly and without complication,” says Iniesta Olaya. 

“This is something that all companies specialized in subsea 

infrastructure can help Pemex to achieve, and the result 

will be that potentially high-risk situations can be avoided.”  

Iniesta Olaya believes that following the Macondo blowout 

and the increased focus on safety and security in the 

o�shore oil and gas industry, developing a coherent subsea 

development philosophy is now a key prerequisite for 

any deepwater development. “As separate infrastructure 

and construction projects join together to form a single 

system, it is the interfaces where di�erent contractors and 

technologies meet where problems have a high chance of 

occurring. If the operator, in this case Pemex, has taken 

steps to decide on a holistic philosophy behind project 

development, then these risks disappear.”

NEED FOR A COHERENT SUBSEA  
DEVELOPMENT PHILOSOPHY

Ernesto Iniesta Olaya, 
Commercial Director Mexico 
of FMC Technologies

DEVELOPING A SOLID DEEPWATER 
TECHNOLOGY PORTFOLIO

a company specialized in marine handling technology 

that deals with the design, engineering, fabrication, 

installation, commissioning, start-up and service of 

products in the areas of seismic, offshore supply and 

subsea. Some of the products Kongsberg has in its 

portfolio as a result of this acquisition, that could 

prove advantageous to helping Pemex collect better 

exploration data on its deepwater projects, include 

winches and handling systems, cranes, launch and 

recovery systems for ROVs and AUVs, spooling devices, 

overboard handling equipment, control systems and 

hydraulic power packs. Kongsberg also offers eBird, its 

seismic cable control solution, which can control the 

lateral, vertical and roll streamer control for seismic 

vessels. In March 2011, Kongsberg Seatex, the company 

that designed the eBird system, was presented with 

the prestigious Award for Design Excellence from the 

Norwegian Design Council.

Remote subsea vehicles will become an increasingly 

important tool for Pemex, and Kongsberg is eager to 

participate in this development. “We have a line of 

autonomous underwater vehicles (AUVs), which we 

manufacture and design ourselves. Its REMUS and 

HUGIN vehicles can be acquired with extremely short 

delivery times, and have been used by many di�erent 

o�shore operations by a number of di�erent industries,” 

says Perez. “However, AUVs are particularly useful for 

deepwater exploration, as the water depths do not allow 

human divers to reach the seafloor, and remote vehicles 

are therefore one of the few options left for capturing 

visual data of the seafloor. They are also useful once 

deepwater production begins, when once again visual 

data is vital.”

Pemex must face a number 

of technological challenges 

in deepwater exploration, 

development and production, 

as the company is now 

entering this arena as a 

relative newcomer. In order 

to overcome potential 

technology and experience 

gaps, the NOC is looking for partners with tried and tested 

technologies to bring to Mexico in order to develop a 

deepwater technology portfolio that can help it exploit its 

deepwater resources successfully.

“There are a number of areas where companies with 

experience in deepwater projects in other parts of the 

world can work with Pemex to bring tested technology 

into Mexico, mainly focused on exploration activities,” 

explains Rossy Perez, Sales Manager in charge of 
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Rossy Perez, Sales Manager of 
Kongsberg Central and South 
America
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“BY USING EXISTING TECHNOLOGIES, WE 

ARE HELPING TO FURTHER REDUCE THE 

RISK THAT PEMEX MUST FACE”
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below the surface. The technology will remove this system 

from the FPSO, debottlenecking the processes on board. 

Whilst the system will utilize existing technologies for 

separation and sand management, it will also feature some 

unique new designs, such as a new pipe separator, which 

was developed in cooperation with Statoil. The system was 

engineered jointly between FMC Technologies’ operations 

in Brazil, Norway and the Netherlands. Manufacturing and 

integration took place at the company’s Rio de Janeiro 

facilities, and will be serviced from its base in Macaé, Brazil. 

This type of collaboration with leading deepwater specialists 

is destined to play an important role in Pemex’s success in 

gaining access to deepwater technology and developing 

unique solutions to Mexico’s upcoming challenges.

In March 2011, FMC Technologies received a US$125 million 

order from Brazil’s  Petrobras, for 32 subsea trees, which 

would complete the 107-tree agreement that was reached 

by the two companies in February 2010. FMC Technologies 

has been participating in the Brazilian oil and gas industry 

for many years, supplying over 300 trees to the market 

in its history, but a new relationship is now developing 

between the two companies. At OTC 2012, a Spotlight on 

New Technology Award will be given to a new technology 

developed jointly between FMC Technologies and Petrobras 

for use at Brazilian deepwater fields. The subsea processing 

system for Petrobras’ Marlin field will be the world’s first 

system for deepwater subsea separation of heavy oil and 

water, and allows for water injection at wells in order to 

boost production, and can operate at a depth of 900m 

SUBSEA TECHNOLOGY PERSPECTIVE ON 
THE MACONDO BLOWOUT

into the Pemex project portfolio is to help the company 

prepare for the future step by step. Instead of jumping 

directly into deeper waters with subsea technology, Pemex 

could advance along the learning curve by experimenting 

with subsea technology in shallow waters, where it is much 

easier to solve problems if any arise.

“However, on more than one occasion, I have seen 

Pemex evaluate infrastructure projects with subsea 

technology versus fixed platforms. Every time, they 

choose traditional field development because the field 

in question is located in shallow waters.  Perhaps these 

projects by themselves do not justify the use of subsea 

technologies due to the shallow water depth, but I think 

there would be a lot to gain in a learning curve instead 

of jumping directly into a thousand metres of water and 

subsea projects.”

Regarding the financial viability of installing subsea 

solutions in shallow water fields, Marcos says, “It depends 

on whether you are dealing with light or heavy oil, the 

nature and the size of the field, the water depth and 

location, so these decisions really have to be made on a 

case by case basis. If I were to set a rule of thumb, for water 

depths of 200m or more, it would be more convenient to 

use subsea technology.  As of now, Pemex hasn’t really 

developed anything that goes past 80m to 90m of water 

depth. Ku-Maloob-Zaap is there, but there is no field in 

production in more than 80m of water.” 

Oceaneering, an oilfield service 

company primarily focused on 

providing o�shore solutions 

to its customers, has had 

Remotely Operated Vehicles 

(ROVs) in Mexican waters 

for several years, providing 

drilling support to Pemex for 

its shallow water operations. 

However, as Ernesto Marcos, Director General of 

Oceaneering International Mexico explains, the biggest use 

of ROV technology in other global markets is in deepwater. 

“In the US part of the Gulf of Mexico, companies started 

putting subsea infrastructure in place in the early 1960s,” 

says Marcos. “First, subsea technology was used because 

oil companies could not move into deeper water with 

traditional platforms, but then subsea technology moved 

to shallower waters as it became more cost-e�cient than 

the traditional field development infrastructure. When the 

ROVs started working there were still divers, but now the 

ROVs do a lot of the work that divers used to do, because 

ROVs are safer and more cost-e�ective.”

It is in the installation and maintenance of subsea solutions 

that ROVs really prove their utility, as water depths at these 

projects mean that fixed platforms are not always viable 

for oil and gas production. Marcos believes that in order 

to prepare for future deepwater projects, Pemex should 

test subsea solutions in shallow waters. “I think the most 

convincing argument for integrating subsea solutions 

opportunity for Cameron to utilize local suppliers in Mexico, 

including engineering support and design and fabrication 

of piping modules. Cameron has a history of utilizing local 

capabilities for module fabrication throughout the world. 

Facilities are also established for supporting the o�shore 

operations to ensure readiness of service capabilities. We are 

constantly engaged in research and product development 

both independently and with leading global universities in 

order to maintain and develop our technical excellence. 

Q: What opportunities does Cameron see in the supply of 

drilling technology for the upgrading of existing rigs as 

well as the supply of drilling technology for new rigs that 

will be constructed in Mexico?

A: Cameron has recently developed and manufactured the 

only 20,000 EVO blowout preventer in the world. We are 

collaborating with our clients in Mexico to tailor the stack 

design to local requirements, such as those of the Puskon 

exploratory campaign. We already have supplied blowout 

preventers and risers to the majority of the deepwater 

drilling contractors currently working in Mexico and have a 

leading market share in this segment.  

Q: What are the key elements of the overall contribution 

that Cameron aspires to make to the long-term 

development of the Mexican oil and gas industry?

A: Cameron has had a presence in Mexico for over 50 

years, and we currently employ approximately 300 people 

at our 6 facilities, dedicated to management, engineering, 

manufacturing, quality assurance and field service.

Our services include upstream products for drilling, 

completion and transmission, as well as downstream 

equipment for processing and compression. We plan to 

continue to invest in Mexico  in order to support its energy 

needs and help to grow these local operations, as we have 

done over the past decades.

Q: Which international best practices has Cameron 

developed through its cooperation with deepwater 

leaders, and how has this experience impacted the 

company’s innovation strategy?

A: For many years, Cameron has worked with global 

deepwater leaders like Petrobras to develop subsea 

production technologies that meet stringent design and 

quality requirements. The years of joint collaboration have 

led to state-of-the-art technology, local manufacturing of 

subsea production systems, and quality performance in 

the field. As a company, we continue to invest in expanding 

existing facilities and building new manufacturing 

installations. We are also planning to complete a local R&D 

centre in Brazil, which will be extremely useful for both our 

clients and major engineering universities there.

Q: What do you consider to be critical success factors for 

deepwater development in Mexico from an operational 

and technical standpoint?

A: One key factor is gaining a complete understanding of 

the challenges that our clients are facing, in order to work 

both with them and other equipment suppliers to develop 

solutions. If needed, Cameron seeks the professional 

services of advisors with experience in deepwater 

projects. Where possible, we have become a non-operator 

partner on projects in order to familiarize ourselves with 

the development process. 

Q: Which international best practices could help 

Pemex to move successfully from shallow to deepwater 

development and overcome the accompanying 

infrastructure challenges?

A: Our early engineering engagement team can reduce risks, 

by helping find best uses for our hardware and software, 

which can help increase value and decrease time to recover 

initial investment. Standardization of some equipment, 

such as subsea trees, will help Cameron to employ a similar 

programme as the one we have in the US Gulf of Mexico.

Q: Which opportunities do you see for local supplier, 

service providers and research institutions to participate 

in Mexico’s deepwater development?

A: The development of o�shore resources is an excellent 
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is destined to play an important role in Pemex’s success in 

gaining access to deepwater technology and developing 

unique solutions to Mexico’s upcoming challenges.

In March 2011, FMC Technologies received a US$125 million 

order from Brazil’s  Petrobras, for 32 subsea trees, which 

would complete the 107-tree agreement that was reached 
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could advance along the learning curve by experimenting 

with subsea technology in shallow waters, where it is much 

easier to solve problems if any arise.

“However, on more than one occasion, I have seen 

Pemex evaluate infrastructure projects with subsea 

technology versus fixed platforms. Every time, they 

choose traditional field development because the field 
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there would be a lot to gain in a learning curve instead 
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A: One key factor is gaining a complete understanding of 

the challenges that our clients are facing, in order to work 
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MEXICAN SEMI-SUBMERSIBLE RIGS 
FOR DEEP AND ULTRA-DEEPWATER
With the growth of Mexico’s oil industry in the 1950s 

came an increase in the demand for proper equipment 

and services. Since its establishment in 1960, Grupo 

R has dedicated itself to providing e�cient services 

for Mexico’s energy and industrial sectors. Through its 

collaboration with both Pemex and the Federal Electricity 

Commision (CFE), Grupo R has contributed actively to the 

development of Mexico’s oil industry by providing onshore 

and o�shore drilling and completion services for oil wells, 

o�shore construction and maintenance, engineering 

and construction services, transportation services and 

oil production services. In addition, Grupo R also o�ers 

engineering, civil work and construction services for 

industrial plants, as well as relocation services for onshore 

drilling equipment. As of early-2012, Javier Castaño was 

Commercial Director of Grupo R’s O�shore Division and 

Andrés Dorantes was the Commercial Director of the 

Drilling and Transportation Division. 

Based in Mexico City, Grupo R is owned by José Ramiro Garza 

Cantú and José Ramiro Vargas, also known as “the Garza 

family”.  The company is composed of eleven subsidiaries 

and four joint venture companies including Mantenimiento 

Marino de Mexico, T3 Energy Services, Proyectos Ebramex y 

Minantrico and Servicios Multiples de Burgos. 

Within Grupo R, the subsidiaries that stand out in the 

industry for their e�orts in innovation are Marine Drilling 

Grupo R, Grupo R Marine Exploration (also known by its 

acronym Gremsa), and Industrial Perforadora de Campeche 

(Industrial Drilling Campeche (IPC)). Marine Drilling Grupo 

R operates the sixth-generation semi-submersible drilling 

platform, La Muralla IV; Gremsa operates the Centenario 

semi-submersible drilling platform; and IPC has drilled 

and completed oil wells o�shore and onshore since 1987. 

In addition, the Multiple Services Burgos (MSB) division of 

Grupo R is dedicated to developing infrastructure for gas 

fields located specifically in the Burgos Basin, the largest 

gas-producing field in Mexico.  

Grupo R first dove into the development of specialized rigs 

for deepwater and ultra-deepwater drilling—from 500m 

to 1,500m from the surface of the ocean to the ocean 

bed—around 2007. According to Marco Antonio Moreno 

González, Grupo R’s Director of Drilling Operations, it 

was the acquisition of the Bicentenario semi-submersible 

drilling platform in 2011 that will help Mexico make the 

leap to deepwater and ultra-deepwater areas.  This notion 

is aligned with Pemex’s belief that the exploitation of 

Mexico’s untouched deepwater resources will help reverse 

the country’s declining oil production. 

GRUPO R’S DEEPWATER AND ULTRA-DEEPWATER 
DRILLING PLATFORMS:

LA MURALLA IV

This sixth-generation semi-submersible platform 

has the capacity to operate in water depths just 

over 3,000m, and can drill up to 10,000m under the 

seabed. La Muralla IV platform’s construction began 

back in 2009 and the rig is designed to have the same 

characteristics as the Bicentenario drilling platform.    

CENTENARIO

The Centenario platform can carry over 325,000 

bbl and was acquired with an initial US$50 million 

investment. This rig can operate in 3,000m water 

depth and drill 10,000m under the seabed in moderate 

environments, such as those present in the Gulf of 

Mexico, East Africa and some Brazilian areas. The 

Centenario is property of Grupo R’s subsidiary Grupo 

R Exploración Marina (Gremsa). Friede & Goldman Lt. 

designed the rig and Gremsa used it to drill the Nen-1 

well 113 km northeast of Coatzacoalcos in Veracruz. 

The well proved the existence of a large natural gas 

deposit and the real potential for deepwater drilling 

in the area. 

BICENTENARIO

Pemex contracted the Bicentenario rig in July 2011 

for a five-year time period. It is a sixth-generation 

semi-submersible platform for deepwater and ultra-

deepwater drilling, and will drill the Talipau-1 well 

located in the Gulf of Mexico. Constructed by Daewoo 

Shipbuilding and Marine Engineering, the Bicentenario 

rig has capacity to drill to a 5,000m depth. It is 138m 

tall, weighs 58,000 tonnes and has eight engines that 

allow it to remobilize independently. In addition, the 

Bicentenario platform can accommodate up to 160 

people at a time. 

LA MURALLA III

Grupo R acquired this deepwater semi-submersible 

platform in 2008 through a US$584 million loan 

provided by BBVA and WestLB. Constructed by 

Daewoo Shipbuilding and Marine Engineering, 

this platform is designed to operate at a water 

depth of 3,048m and drill to depths of 10,668m.  

La Muralla III was chartered through one of Grupo R’s 

o�shore drilling subsidiaries, Industrial Perforadora 

de Campeche.
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E&P ACTIVITY APPROACHES  
THE PORT OF TUXPAN

Location
Tuxpan, Veracruz

Coordinates
20°57’ N and 97°23’ W

Distance from Mexico City
325km

History
Established in 1994, the port 

of Tuxpan is a river-sea port 

located on the banks of the 

Tuxpan River 12km from the  

Gulf of Mexico 

Access channel
Length: 2200m

Width: 150m

Depth: 12m

Alfredo L. Sánchez Hevia, 
Director General of the Port 
Authority of Tuxpan

MADE IN MEXICO JACK-UP  
RIG FOR SALE

Martínez says that “Swecomex sees the Independencia I 

as the starting point of a future in which Mexico becomes 

a primary player in the construction of jack-up platforms.” 

Pemex is currently trying to increase the rig count in 

Mexican waters from 67 as of March 2012. A plan to raise 

rig requirements and cap day rates in 2010 failed, as 

companies took their rigs to other territories where the 

requirements were more relaxed or day rates were more 

attractive. In 2011, the NOC had to void a number of its 

tenders due to lack of interested parties, and hopes the 

same will not happen in 2012, according to Carlos Morales 

Gil, Director of Pemex E&P. If the trend of building more 

rigs in Mexican territories starts to grow, then Pemex may 

have a new source of jack-up rigs for its development 

strategy. This was confirmed by Gustavo Hernández 

García, Subdirector of Planning and Evaluation at Pemex 

Exploration and Production, who confirms that Pemex 

will indeed be using the Swecomex rig in the future, and is 

currently engaged in discussions with the company over 

contracting details.

Mexico’s famous billionaire, Carlos Slim Helú, rarely 

misses an opportunity. In 2009, he decided it was time 

to start constructing jack-up rigs in Mexico and one of 

his companies, Swecomex, began the Independencia I 

jack-up project with the help of CICSA, Grupo Carso’s 

construction company. It became the first jack-up ever 

built by Mexican hands.

The Independencia I cost US$60 million and an interested 

company would have to pay US$160,000/day to rent 

it. However, as of April 2012, no company has taken the 

bait and the rig still finds itself without a contract. “We 

see demand for these types of platforms and that’s why 

we decided to make it ourselves. It is one of the most 

important projects we have with regard to the construction 

challenges,” says Fernando Martínez, Swecomex’s director 

of Sector Equipment and Structures.

The platform measures 3,100m2 and weighs in at 16,000 

tonnes. It has capacity to operate in 122m water depth 

and drill 8km beneath the seabed. It took over a hundred 

workers and engineers, most of them Mexican, and a little 

over two years to finish its construction. Transporting 

a platform this size was not easy; Swecomex awarded 

Dockwise Ltd. the contract for the transportation of 

the Independencia I once construction was completed. 

Dockwise transported it out of the manufacture yard and 

into the Tuxpan River, where it stands directly before the 

Swecomex dock, by loading out the platform transversely 

onto a 100ft wide barge and lowering the support legs on 

either side of the barge so that the rig could stand on its 

own. When the barge was removed from under the rig, the 

Independencia I was standing firmly on its own at the Port 

of Tuxpan.

“The mission of the port of 

Tuxpan is to o�er e�cient, 

secure and integrated 

services in an e�ective 

manner, supported by a port 

community that is committed 

to the development of the 

country and sensitive to 

the surrounding natural 

environment,” according to Alfredo L. Sánchez Hevia, 

Director General of the Port Authority of Tuxpan. This 

description will not easily di�erentiate the port of Tuxpan 

from neighbouring ports on the Gulf of Mexico such as 

Veracruz, Tampico and Altamira. Its competitive edge is 

based on geographic proximity to Mexico City and the 

availability of development land and growth ambitions 

that generally characterize young ports, Tuxpan opened 

for business only in 1994.

While the ports of Veracruz, Tampico and Altamira 

are separated from the country’s capital by over 

400km of road, Tuxpan will be at only 270km after the 

upcoming completion of the Mexico-Tuxpan highway. 

This proximity undeniably provides the port with a 

competitive advantage in the distribution of goods to 

industrial regions as well as Mexico’s main production 

and consumption centres. As a multipurpose port, 

Tuxpan not only handles general cargo but also has a 

growing prominence as a hub for bulk ore, agricultural 

bulk, liquids, containers, oil and its derivatives. Despite 

the fact Mexico su�ered a decrease in international trade 

and cargo volume, Tuxpan’s total cargo turnover reached 

11.02 million tonnes in 2011, surpassing the 10.45 million 

tonnes it managed in 2010. At the moment, Tuxpan is 

looking to develop a dock for the handling of general 

and containerized cargo, which will require an estimated 

US$250 million investment. This will promote the port’s 

commercial activity by boosting the operation of regular 

routes for maritime transportation services and enabling 

a more e�cient transfer for cargo.

The bulk of its tra�c lies in the loading and unloading of oil 

derivatives. It is the main entrance for the imported fuels - 

mainly gasoline and diesel - that are consumed in Mexico 

City and its surrounding metropolitan area, as well as in the 

Bajío region. Port of Tuxpan features four monobuoys that 

are controlled by Pemex Refining and capable of handling 

10 million tonnes of fuel and 12 million tonnes of other 

products per year. In 2011, the Tuxpan handled 9.8 million 

tonnes of petroleum cargo alone. 

Despite the new highway and the large amount of 

available development land that can be o�ered to 

companies, it will be a challenge for the port to establish 

itself as a prime location for the oil and gas industry in 

the Gulf of Mexico: Tampico and Altamira are deeply 

involved in the construction and production of platforms 

and related large o�shore infrastructure, while Tuxpan 

only recently entered the competition and does not 

yet have the infrastructure and critical mass to match  

its neighbours.

Nevertheless, in 2009, Swecomex, part of Carlos 

Slim Helú’s Grupo Carso, developed and built the  

Independencia I jack-up rig at Tuxpan. It was the first 

Mexican-built jack-up and represented an attempt to enter 

the global competition to commercialize and rent these 

rigs. In 2011, Tuxpan also welcomed the Bicentenario, a 

semi-submersible rig built at a South Korean shipyard, 

which will play an important role in Pemex’s deepwater 

campaign. It is currently on its way to begin drilling 

in the deepwater Perdido folded belt near the US  

maritime border. 

“The port of Tuxpan o�ers e�cient services by 

modernizing and increasing its installed capacity in order 

to provide service for drilling platforms,” Hevia said. 

“We are also looking to increase investment in facilities, 

because an increasingly important activity in the port is the 

construction and repair of oil rigs dedicated to exploration 

and oil extraction activities.” 

Veracruz shows its deepwater potential

Veracruz state was home to three hydrocarbon discoveries 

in 2011. Pemex’s Nen-1 well, located o�shore Catemaco, 

turned up a large deposit of natural gas, but it was the 

Piklis-1 discovery in May 2011 that was Pemex’s biggest 

find in the region. Located 144km from the port of 

Coatzacoalcos, Pemex drilled Piklis-1 in 1,928m of water to 

a total depth of 5,431m. It was the first well drilled with 

the semi-submersible Bicentenario platform. However, 

regardless of the potential of these wells, the deposits pose 

the same problem as many of the deposits in Veracruz 

for the reason that their extensive depth ensures that the 

extraction of oil and gas will come at very high cost.

The most recent discovery was Pukson-1, a deposit made up 

of carbonated rocks located 61km from the port of Tuxpan. 

Pukson-1 holds potentially significant reserves at drilling 

depths of 7,000m and 7,445m. Upcoming exploratory 

activity approaching the deepwater area around Tuxpan is 

destined to give another push to the positioning of the port 

of Tuxpan in the mind of the o�shore oil and gas industry.  
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The question that many, if not all, oil and gas companies are asking themselves following the 

2010 Deepwater Horizon accident is whether they are prepared to deal with a production-

related disaster. Pemex is no exception, and with the company moving into the uncharted waters 

of deepwater production, the question has become even more pertinent. 

From analyzing Pemex’s risk management strategy and evolving safety protocols, we look at the 

technology providers and certification companies that are working to make Pemex’s operations 

safe and secure, asking how Pemex compares in certification and safety to other major operators 

around the world. We also look at the Ixtoc-1 blowout of 1979, examining the similarities to the 

Deepwater Horizon incident, and steps that have been taken around the world since 2010, and 

ask the question: is Mexico fully prepared for an o�shore disaster?
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| VIEW FROM THE TOP

GETTING  
INVOLVED IN  
SAFETY  
REGULATION 
JAVIER ESTRADA ESTRADA
Commissioner at the CNH

NOC. Given the challenges the company must face today, 

we need to develop a new type of confidence in Pemex as 

a regulator.

Q: How will you build up this confidence in the NOC?

A: We hope that Pemex will demonstrate the strength 

of their internal training, and that they have processes in 

place to question their own procedures through a group 

of experts. We hope that Pemex will show us that they can 

operate at the same level as international companies, and 

provide their own registers and results so that we can audit 

them, or send in third parties to certify their compliance.

Q: What role will certification play as the CNH looks to 

encourage Pemex to develop more accountable best 

practices?

A: The regulations the CNH is currently putting in place 

are very much based on the principle of certification, and 

this is going to be an area that will evolve significantly in 

the future. Not only will we be inspecting the structure 

of Pemex, but also the structure of every procedure, and 

every norm, to ensure that everything is certified by an 

expert from a company with a serious reputation. This is 

something that has previously been lacking in the Mexican 

oil and gas industry. 

This is a lot of activity for a young regulator like the 

CNH, but Congress has recognized the need to improve 

regulation across the board in the Mexican oil and gas 

Q: Before the creation of the CNH, Pemex was largely 

self-regulated in terms of its safety and risk management 

policies. How did the CNH approach the issue of how to 

regulate Pemex in this regard?

A: Compliance is one of the key issues for any regulator, 

and when we created the CNH one of the biggest choices 

we had to make was how deeply to regulate Pemex in order 

to ensure compliance: either to look at the NOC under 

a magnifying glass, or to set goals and let Pemex reach 

them alone. We finally opted for a middle-of-the-road 

philosophy to regulation, and currently we are working on 

defining the type of goals that Pemex should be aiming for 

in terms of safety and risk management. 

Q: What are the regulatory challenges specific to Mexico 

and Pemex?

A: The main di�erence between Mexico and the US is the 

number of operators present in the US and the distance 

between the regulator and the operator. Because the CNH 

and Pemex are part of the same state mechanism, we have 

to work hard to avoid a conflict of interest. On the other 

hand, this state of a�airs means we can have a little more 

confidence in our operator than other countries can have 

in theirs. We know that Pemex will always strive to obey 

the executive. Pemex has been in the business for many 

years, and has e�ectively regulated itself for this time with 

no major issues, despite some challenging projects. As a 

result, we do not feel that we need to be mistrustful of the 

Q: What are the main international models that you use to 

help develop the Mexican system?

A: We have followed the American model very closely, 

as the Mexican industry is very close to Houston in many 

ways. Additionally, we have looked very closely at the 

Norwegian regulatory philosophy. I love the way in which 

the Norwegian government regulates Statoil – they are 

more distant than many other regulators, yet at the same 

time they have managed to build performance-based 

regulation that is extremely demanding. It has been 

di�cult for the CNH to choose where it should stand in 

relation to Pemex. Should we be close to Pemex and see 

exactly what they are doing at all times? The problem with 

this is that we do not have the capacity or resources to act 

this way, for the next year at least. As a result, we will have 

to start with the Norwegian or British model of making the 

operator responsible for their actions, and encouraging 

complete reporting, but in the medium- to long-term we 

want to be close to them, along the lines of the US model.

industry. Soon we will be receiving the budget we need 

to act on this regulation e�ectively and bring in the help 

we need to successfully build a safe and e�cient industry.

Q: How does Pemex view the development of an 

independent regulator?

A:  The issue is that we both have to learn to live together. 

Pemex is full of well-intentioned people that are fully 

committed to the company. However, they can be sensitive 

to criticism, and this is understandable since they take their 

job so seriously. This means that they often react badly 

to the requests of the CNH. However, the key to this is 

understanding that we are there to help, to formalize their 

relationship with the state on a contractual and legal basis. 

This will also help when Pemex comes to work with more 

international companies. We have been reviewing Pemex’s 

files and documentation, and in the coming months we will 

make our final judgement on the state of this, and how to 

proceed from there.

One of the quirks of the Mexican regulatory system is that, until 2007, there was no o�ce in the Energy Ministry dedicated 

to industrial safety. Today, the department exists, but only comprises two sta� members. One might wonder exactly what 

this says about the government’s attitude toward industrial safety. As Gerson Obed Vega Ibarra, Director of Industrial Safety 

within Mexico’s Energy Ministy says, “I think at the moment, the government does not have a clear picture of this topic.”

Obed Vega Ibarra goes on to explain the number of di�erent actors responsible for ensuring safety and security relating to 

the oil and gas industry: “When you think about safety, you need to add health, environmental aspects and quality in order 

to build a safe working environment. We are trying to put together all of these aspects that are coordinated by di�erent 

ministries. The Labour Ministry has the responsibility to handle health topics, while the Environment and Natural Resources 

Ministry has the responsibility to address and supervise all matters related to environmental aspects. Then the military is 

responsible for the security of all rig facilities in Mexican waters, and has the responsibility of containing oil spills. Additionally, 

the Communication and Transportation Ministry is responsible for coordinating all the vessels and supervising all the mobile 

o�shore drilling units. Arranging one overarching safety organization in the middle of this is a challenge that must be tackled 

slowly in order to ensure sustainability of the agency.”

Obed Vega Ibarra explains that the short-term driver for creating the Industrial Safety Department at the Energy Ministry was 

the 2007 accident on the Usumacinta platform that led to the deaths of 22 people. After this, two regulations were passed 

into law regarding industrial safety. The first established that the Energy Ministry was responsible for all matters relating to 

Pemex’s industrial safety; before this, the Ministry was already responsible for this area, but in an informal sense. The second 

regulation was an umbrella regulation that established all the safety requirements to which Pemex had to adhere based on 

international best practices. Currently, the industrial safety department is drafting new regulations that address specific 

issues and incidents for which Pemex must be prepared.

Talking about the role that Pemex, the Energy Ministry and the CNH must play together regarding industrial safety, Obed 

Vega Ibarra says, “The Pemex law established that Pemex must have an industrial system to take the necessary preventative 

actions in order to avoid damaging communities, property and the environment. The Energy Ministry has the responsibility 

to define energy policy and to add the aspects of industrial safety and environmental protection in general terms. The CNH 

has the responsibility to define the requirements that Pemex must follow in technical terms. The Energy Ministry sets the 

minimum requirements and the CNH defines the details.”

WHAT DRIVES MEXICO’S 
SAFETY PERFORMANCE
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This is a lot of activity for a young regulator like the 

CNH, but Congress has recognized the need to improve 

regulation across the board in the Mexican oil and gas 

Q: Before the creation of the CNH, Pemex was largely 

self-regulated in terms of its safety and risk management 

policies. How did the CNH approach the issue of how to 

regulate Pemex in this regard?

A: Compliance is one of the key issues for any regulator, 

and when we created the CNH one of the biggest choices 

we had to make was how deeply to regulate Pemex in order 

to ensure compliance: either to look at the NOC under 

a magnifying glass, or to set goals and let Pemex reach 

them alone. We finally opted for a middle-of-the-road 

philosophy to regulation, and currently we are working on 

defining the type of goals that Pemex should be aiming for 

in terms of safety and risk management. 

Q: What are the regulatory challenges specific to Mexico 

and Pemex?

A: The main di�erence between Mexico and the US is the 

number of operators present in the US and the distance 

between the regulator and the operator. Because the CNH 

and Pemex are part of the same state mechanism, we have 

to work hard to avoid a conflict of interest. On the other 

hand, this state of a�airs means we can have a little more 

confidence in our operator than other countries can have 

in theirs. We know that Pemex will always strive to obey 

the executive. Pemex has been in the business for many 

years, and has e�ectively regulated itself for this time with 

no major issues, despite some challenging projects. As a 

result, we do not feel that we need to be mistrustful of the 

Q: What are the main international models that you use to 

help develop the Mexican system?

A: We have followed the American model very closely, 

as the Mexican industry is very close to Houston in many 

ways. Additionally, we have looked very closely at the 

Norwegian regulatory philosophy. I love the way in which 

the Norwegian government regulates Statoil – they are 

more distant than many other regulators, yet at the same 

time they have managed to build performance-based 

regulation that is extremely demanding. It has been 

di�cult for the CNH to choose where it should stand in 

relation to Pemex. Should we be close to Pemex and see 

exactly what they are doing at all times? The problem with 

this is that we do not have the capacity or resources to act 

this way, for the next year at least. As a result, we will have 

to start with the Norwegian or British model of making the 

operator responsible for their actions, and encouraging 

complete reporting, but in the medium- to long-term we 

want to be close to them, along the lines of the US model.

industry. Soon we will be receiving the budget we need 

to act on this regulation e�ectively and bring in the help 

we need to successfully build a safe and e�cient industry.

Q: How does Pemex view the development of an 

independent regulator?

A:  The issue is that we both have to learn to live together. 

Pemex is full of well-intentioned people that are fully 

committed to the company. However, they can be sensitive 

to criticism, and this is understandable since they take their 

job so seriously. This means that they often react badly 

to the requests of the CNH. However, the key to this is 

understanding that we are there to help, to formalize their 

relationship with the state on a contractual and legal basis. 

This will also help when Pemex comes to work with more 

international companies. We have been reviewing Pemex’s 

files and documentation, and in the coming months we will 

make our final judgement on the state of this, and how to 

proceed from there.

One of the quirks of the Mexican regulatory system is that, until 2007, there was no o�ce in the Energy Ministry dedicated 

to industrial safety. Today, the department exists, but only comprises two sta� members. One might wonder exactly what 

this says about the government’s attitude toward industrial safety. As Gerson Obed Vega Ibarra, Director of Industrial Safety 

within Mexico’s Energy Ministy says, “I think at the moment, the government does not have a clear picture of this topic.”

Obed Vega Ibarra goes on to explain the number of di�erent actors responsible for ensuring safety and security relating to 

the oil and gas industry: “When you think about safety, you need to add health, environmental aspects and quality in order 

to build a safe working environment. We are trying to put together all of these aspects that are coordinated by di�erent 

ministries. The Labour Ministry has the responsibility to handle health topics, while the Environment and Natural Resources 

Ministry has the responsibility to address and supervise all matters related to environmental aspects. Then the military is 

responsible for the security of all rig facilities in Mexican waters, and has the responsibility of containing oil spills. Additionally, 

the Communication and Transportation Ministry is responsible for coordinating all the vessels and supervising all the mobile 

o�shore drilling units. Arranging one overarching safety organization in the middle of this is a challenge that must be tackled 

slowly in order to ensure sustainability of the agency.”

Obed Vega Ibarra explains that the short-term driver for creating the Industrial Safety Department at the Energy Ministry was 

the 2007 accident on the Usumacinta platform that led to the deaths of 22 people. After this, two regulations were passed 

into law regarding industrial safety. The first established that the Energy Ministry was responsible for all matters relating to 

Pemex’s industrial safety; before this, the Ministry was already responsible for this area, but in an informal sense. The second 

regulation was an umbrella regulation that established all the safety requirements to which Pemex had to adhere based on 

international best practices. Currently, the industrial safety department is drafting new regulations that address specific 

issues and incidents for which Pemex must be prepared.

Talking about the role that Pemex, the Energy Ministry and the CNH must play together regarding industrial safety, Obed 

Vega Ibarra says, “The Pemex law established that Pemex must have an industrial system to take the necessary preventative 

actions in order to avoid damaging communities, property and the environment. The Energy Ministry has the responsibility 

to define energy policy and to add the aspects of industrial safety and environmental protection in general terms. The CNH 

has the responsibility to define the requirements that Pemex must follow in technical terms. The Energy Ministry sets the 

minimum requirements and the CNH defines the details.”

WHAT DRIVES MEXICO’S 
SAFETY PERFORMANCE
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IS MEXICO PREPARED FOR AN 
OFFSHORE DISASTER?

“WHY HAS THE TECHNOLOGY 

CHANGED SO RAPIDLY IN OTHER 

AREAS IN THE OIL SECTOR AND NOT 

IN SAFETY AND CONTAINMENT?” 

pipeline laying and transportation of equipment such as 

semi-submersible platforms and pipeline barges remained 

una�ected by the incident. The premiums that saw the 

largest increase were those that involved insuring against 

pollution, clean up, control of well, contract termination, 

delays in start-up and business interruption. 

Another consequence of the Deepwater Horizon incident 

has been on general liability insurance for o�shore 

vessels. Camacho Torres explains that, “It is the intention 

of the US Congress to increase a company’s liability for 

a spill under the Oil Pollution Act (OPA) of 1990 from its 

US$75 million minimum up to US$150 million. This would 

mean that any vessel going into US waters must provide 

insurance responsibility up to US$150 million, which is not 

financially viable for smaller companies and could be a 

big limitation for US commerce. Due to the spill liability 

requirement, providing general liability insurance is more 

di�cult. Ground-up coverage from zero dollars to US$500 

million is not available anymore in the market. Increases in 

the premium have not kept pace with rising exposure to 

risk, and underwriters do not want such a huge exposure.” 

Mexico does not have the same minimum liability 

stipulations as the US, but it does require all vessels in 

high risk work conditions to provide spill coverage, and 

Pemex itself has US$1.5 billion in environmental and spill 

insurance, bolstered from US$1 billion in the last few 

months, according to Camacho Torres.

Camacho Torres says the general industry perspective is 

that “Pemex’s risk exposure with its Bicentennial platform 

is identical to BP’s exposure for its Deepwater Horizon 

platform, given the similar water depths and high-pressure 

wells. Whilst it is good that Pemex is taking such care over 

its planned deepwater expansion, it is also important to 

remember that Mexico really needs deepwater production 

to start as soon as possible.”

At the start of May 2010, many in the US oil and gas industry 

were still celebrating the news, announced by President 

Barack Obama in March, that many new o�shore areas of 

the United States would be opened for drilling, including 

northern Alaska and o�shore Virginia. He had also asked 

Congress to lift a drilling ban on the eastern part of the US 

Gulf of Mexico, 200km o� the Florida coast. 

However, on April 20th 2010, BP’s rig Deepwater Horizon 

exploded after a blowout at the Macondo well it was drilling 

in the Gulf of Mexico, resulting in the largest marine oil spill 

in the history of the petroleum industry. Over 4.9 million 

barrels of crude were spilled into the Gulf, and the explosion 

at the drilling rig killed 11 men. The accident prompted the 

US government to announce a six-month moratorium on all 

deepwater o�shore drilling activity in US waters.  

The Macondo well blowout caused repercussions across 

the world, but perhaps nowhere was as close to the fallout 

as Mexico, where Pemex was just beginning to explore its 

deepwater potential on its side of the Gulf of Mexico. The 

National Hydrocarbons Commission (CNH), the newly-

created regulatory body responsible for assessing the 

viability of Pemex’s projects, quickly intervened to order 

a reassessment of the company’s exploration activities in 

deepwater zones. 

Those companies tasked with insuring deepwater 

production solutions also keenly felt the implications 

of the BP blowout. Miguel Ángel Camacho Torres, 

Director General of Camacho & Asociados, explains 

the consequences for the risk management company 

following the spill: “Pemex was concerned about how 

the Macondo blowout would a�ect their premiums and 

market dynamics. Camacho & Asociados worked hard with 

its partners in London to gauge their expectations of the 

market and report back to Pemex. The accident had the 

potential to a�ect Pemex’s operations significantly. The 

Macondo well is very close to the US-Mexican maritime 

border. It has not yet been spudded on the Mexican side, 

but part of the Macondo field is in Mexican territory. Any 

Mexican project would have the same risk exposure as the 

BP operation, and would require the same type of drilling.”

The result for Pemex was not as financially impactful as 

expected on the insurance front. Whereas Camacho & 

Asociados had expected a premium rise of 25%-30% 

after talking to its London partners, Pemex’s insurance 

programme only saw a 10% premium increase due to the 

fact that not all aspects of the company’s programme were 

a�ected by the Deepwater Horizon incident. The cost of 

insuring activities such as construction, interconnection, 

RISK MANAGEMENT AFTER THE 
MACONDO BLOWOUT

Miguel Ángel Camacho Torres, Director General of Camacho 
& Asociados

purchased for deepwater. Zepeda Molina says that at this 

point, the CNH is not forcing full insurance on Pemex, but 

rather encouraging them to develop their own insurance 

strategy. He believes that this will force the company to 

see the benefit of investing in containment and safety, as 

extra safety measures will serve to bring down insurance 

costs. “If you allow a company to self-insure, it will not be 

forced to see the price of risk in the market. It is important 

to force companies to go out there and face the risk. Some 

people say safety is a cultural problem; I believe there is a 

lack of incentive to adopt safety measures, because the 

correct regulation is not in place.” 

Preparing for an o�shore disaster does not mean simply 

focusing on the deepest wells, according to Javier Estrada 

Estrada, a Commissioner at the CNH. Rather, it is a matter 

of assessing experience and technical expertise according 

to the demands of a well. “Sometimes you can drill at 

1,900m, and even at this water depth the well is not so risky, 

either because it is a gas well, or a geological structure 

that is well known to the operator. However, some wells 

can be high risk even in shallow waters. Some oil wells are 

considered high risk at 600m water depth, and sometimes 

even at 60m,” Estrada Estrada says.

He believes that Mexico is relatively well-prepared for an 

o�shore disaster, as it has increased its risk awareness 

since the Ixtoc-1 disaster of 1979. “It is not just the oil 

industry that has learnt to prepare itself for o�shore oil 

spills, but many other people, including the navy and local 

government,” he says. “Today, the question we have to ask 

ourselves is whether, as an industry, we need to prepare for 

another incident the size of Macondo. Is it possible that a 

spill this large could happen again?”

Estrada Estrada says that it is not surprising that the CNH is 

asking this question, as the likelihood of another accident 

like Macondo occurring are low. Additionally, he says that 

technologies have now been developed as a result of 

Macondo to dampen the flow of oil from a well blowout, 

so hopefully such a large accident will never happen again. 

Since the 2010 Macondo well blowout, preparing for the 

worst-case scenario at o�shore production sites has been 

high on the list of priorities for o�shore regulators around 

the world. Juan Carlos Zepeda Molina, President of the 

CNH, believes that one of the largest consequences of the 

accident in the US sector of the Gulf of Mexico was that it 

became clear that oil companies had not invested enough 

in safety and containment: “Instead, companies were 

investing in new exploration and production technologies. 

The reason for this is simple: companies get results and 

profit in these areas. There is a clear link between investing 

in such technology and having more profits. But I don’t 

have that link when I am talking about safety. Where is my 

profit? How do I see my profit and loss change if I invest in 

new containment capabilities? Who cares?” This situation, 

Zepeda Molina believes, has had a serious impact on the 

preparedness of companies and countries to deal with a 

major o�shore disaster.

In 1979, Mexico su�ered its own well blowout at the Ixtoc-1 

well. Zepeda Molina makes the point that the Ixtoc-1 and 

Macondo incidents were remarkably similar: initially the 

only solution to contain Macondo’s blowout was the same 

technology used 30 years before to contain Mexico’s 

Ixtoc-1 spill, which was relief wells. “Why has the technology 

changed so rapidly in other areas in the oil sector and not 

in safety and containment? Again, companies are driven 

by profits, and investing in safety does not provide clear 

profits.” Zepeda Molina believes that this situation cannot 

be changed by creating a culture of safety, but only through 

providing the right incentives, both positive and negative, 

to oil companies. This has influenced CNH policy in risk 

management strategies, insurance policy and contingency 

planning in its dealings with Mexico’s NOC.

One of the key features of Zepeda Molina’s strategy 

to ensure that Pemex is fully prepared for an o�shore 

disaster is to make sure that the company is insured. The 

NOC is currently covered for oil spills, well containment 

failures and blowouts. A separate insurance policy will be 
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semi-submersible platforms and pipeline barges remained 

una�ected by the incident. The premiums that saw the 

largest increase were those that involved insuring against 

pollution, clean up, control of well, contract termination, 

delays in start-up and business interruption. 

Another consequence of the Deepwater Horizon incident 

has been on general liability insurance for o�shore 

vessels. Camacho Torres explains that, “It is the intention 

of the US Congress to increase a company’s liability for 

a spill under the Oil Pollution Act (OPA) of 1990 from its 

US$75 million minimum up to US$150 million. This would 

mean that any vessel going into US waters must provide 

insurance responsibility up to US$150 million, which is not 

financially viable for smaller companies and could be a 

big limitation for US commerce. Due to the spill liability 

requirement, providing general liability insurance is more 

di�cult. Ground-up coverage from zero dollars to US$500 

million is not available anymore in the market. Increases in 

the premium have not kept pace with rising exposure to 

risk, and underwriters do not want such a huge exposure.” 
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stipulations as the US, but it does require all vessels in 

high risk work conditions to provide spill coverage, and 
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wells. Whilst it is good that Pemex is taking such care over 

its planned deepwater expansion, it is also important to 

remember that Mexico really needs deepwater production 

to start as soon as possible.”

At the start of May 2010, many in the US oil and gas industry 

were still celebrating the news, announced by President 

Barack Obama in March, that many new o�shore areas of 

the United States would be opened for drilling, including 

northern Alaska and o�shore Virginia. He had also asked 

Congress to lift a drilling ban on the eastern part of the US 

Gulf of Mexico, 200km o� the Florida coast. 

However, on April 20th 2010, BP’s rig Deepwater Horizon 

exploded after a blowout at the Macondo well it was drilling 

in the Gulf of Mexico, resulting in the largest marine oil spill 

in the history of the petroleum industry. Over 4.9 million 

barrels of crude were spilled into the Gulf, and the explosion 

at the drilling rig killed 11 men. The accident prompted the 

US government to announce a six-month moratorium on all 

deepwater o�shore drilling activity in US waters.  

The Macondo well blowout caused repercussions across 

the world, but perhaps nowhere was as close to the fallout 

as Mexico, where Pemex was just beginning to explore its 

deepwater potential on its side of the Gulf of Mexico. The 

National Hydrocarbons Commission (CNH), the newly-

created regulatory body responsible for assessing the 

viability of Pemex’s projects, quickly intervened to order 

a reassessment of the company’s exploration activities in 

deepwater zones. 

Those companies tasked with insuring deepwater 

production solutions also keenly felt the implications 

of the BP blowout. Miguel Ángel Camacho Torres, 

Director General of Camacho & Asociados, explains 

the consequences for the risk management company 

following the spill: “Pemex was concerned about how 

the Macondo blowout would a�ect their premiums and 

market dynamics. Camacho & Asociados worked hard with 

its partners in London to gauge their expectations of the 

market and report back to Pemex. The accident had the 

potential to a�ect Pemex’s operations significantly. The 

Macondo well is very close to the US-Mexican maritime 

border. It has not yet been spudded on the Mexican side, 

but part of the Macondo field is in Mexican territory. Any 

Mexican project would have the same risk exposure as the 

BP operation, and would require the same type of drilling.”

The result for Pemex was not as financially impactful as 

expected on the insurance front. Whereas Camacho & 

Asociados had expected a premium rise of 25%-30% 

after talking to its London partners, Pemex’s insurance 

programme only saw a 10% premium increase due to the 

fact that not all aspects of the company’s programme were 

a�ected by the Deepwater Horizon incident. The cost of 
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purchased for deepwater. Zepeda Molina says that at this 

point, the CNH is not forcing full insurance on Pemex, but 

rather encouraging them to develop their own insurance 

strategy. He believes that this will force the company to 

see the benefit of investing in containment and safety, as 

extra safety measures will serve to bring down insurance 

costs. “If you allow a company to self-insure, it will not be 

forced to see the price of risk in the market. It is important 

to force companies to go out there and face the risk. Some 

people say safety is a cultural problem; I believe there is a 

lack of incentive to adopt safety measures, because the 

correct regulation is not in place.” 

Preparing for an o�shore disaster does not mean simply 

focusing on the deepest wells, according to Javier Estrada 

Estrada, a Commissioner at the CNH. Rather, it is a matter 

of assessing experience and technical expertise according 

to the demands of a well. “Sometimes you can drill at 

1,900m, and even at this water depth the well is not so risky, 

either because it is a gas well, or a geological structure 

that is well known to the operator. However, some wells 

can be high risk even in shallow waters. Some oil wells are 

considered high risk at 600m water depth, and sometimes 

even at 60m,” Estrada Estrada says.

He believes that Mexico is relatively well-prepared for an 

o�shore disaster, as it has increased its risk awareness 

since the Ixtoc-1 disaster of 1979. “It is not just the oil 

industry that has learnt to prepare itself for o�shore oil 

spills, but many other people, including the navy and local 

government,” he says. “Today, the question we have to ask 

ourselves is whether, as an industry, we need to prepare for 

another incident the size of Macondo. Is it possible that a 

spill this large could happen again?”

Estrada Estrada says that it is not surprising that the CNH is 

asking this question, as the likelihood of another accident 

like Macondo occurring are low. Additionally, he says that 

technologies have now been developed as a result of 

Macondo to dampen the flow of oil from a well blowout, 

so hopefully such a large accident will never happen again. 

Since the 2010 Macondo well blowout, preparing for the 

worst-case scenario at o�shore production sites has been 

high on the list of priorities for o�shore regulators around 

the world. Juan Carlos Zepeda Molina, President of the 

CNH, believes that one of the largest consequences of the 

accident in the US sector of the Gulf of Mexico was that it 

became clear that oil companies had not invested enough 

in safety and containment: “Instead, companies were 

investing in new exploration and production technologies. 

The reason for this is simple: companies get results and 

profit in these areas. There is a clear link between investing 

in such technology and having more profits. But I don’t 

have that link when I am talking about safety. Where is my 

profit? How do I see my profit and loss change if I invest in 

new containment capabilities? Who cares?” This situation, 

Zepeda Molina believes, has had a serious impact on the 

preparedness of companies and countries to deal with a 

major o�shore disaster.

In 1979, Mexico su�ered its own well blowout at the Ixtoc-1 

well. Zepeda Molina makes the point that the Ixtoc-1 and 

Macondo incidents were remarkably similar: initially the 

only solution to contain Macondo’s blowout was the same 

technology used 30 years before to contain Mexico’s 

Ixtoc-1 spill, which was relief wells. “Why has the technology 

changed so rapidly in other areas in the oil sector and not 

in safety and containment? Again, companies are driven 

by profits, and investing in safety does not provide clear 

profits.” Zepeda Molina believes that this situation cannot 

be changed by creating a culture of safety, but only through 

providing the right incentives, both positive and negative, 

to oil companies. This has influenced CNH policy in risk 

management strategies, insurance policy and contingency 

planning in its dealings with Mexico’s NOC.

One of the key features of Zepeda Molina’s strategy 

to ensure that Pemex is fully prepared for an o�shore 

disaster is to make sure that the company is insured. The 

NOC is currently covered for oil spills, well containment 

failures and blowouts. A separate insurance policy will be 
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ANALYZING MEXICO’S OFFSHORE 
RISK MANAGEMENT STRATEGY
“IT IS NOT ONLY A MATTER OF WHO PAYS WHEN AN ACCIDENT OCCURS, BE IT 

THE COMPANY INVOLVED OR THE COMPANY THAT INSURED THEM, BUT ALSO 

THE COMPANY’S REPUTATION AND MOST REGRETFULLY PEOPLE’S LIVES”

becomes a more pertinent issue, given the events in the 

Gulf of Mexico in 2010. “The Macondo well blowout had 

important consequences for deepwater operations in 

Mexico,” explains Audelo Aun. “Now, before starting any 

deepwater activities, Pemex has to provide to the National 

Hydrocarbons Commission an exhaustive review of the 

risks that will be involved in any oil field development. 

Nobody wants another Deepwater Horizon incident. The 

approach from Pemex today is more professional and 

more preventive. Claims raise premiums, but it is also a loss 

in terms of the company’s reputation.”

LOC’s o�shore strategy for helping Pemex reduce its 

risk and liability in deepwater will depend on how the 

NOC decides to approach risk coverage and insurance. 

There are two options: either Pemex will request that its 

contractors on deepwater projects provide the necessary 

insurance, or Pemex will acquire insurance on its own in 

order to protect the national interest. Whichever way the 

situation resolves, Audelo Aun believes that “the biggest 

challenge is to set up all the resources needed for the 

exploration in deepwater, as it costs much more than it 

does in shallow water, has more risks involved and needs 

more specialized personnel. One of the risks is investing 

too much money in drilling wells that are not productive. 

It is also a big challenge to carry on with that type of 

exploration, because the area that needs to be covered is 

huge - even bigger than Pemex’s onshore exploration area, 

and larger than the American sector of the Gulf of Mexico. 

The aim should be to succeed in deepwater exploration 

before we deplete our reserves in shallow waters.”

However, LOC Mexico’s Managing Director is optimistic 

about the future of deepwater development in Mexico, 

and believes potential gains from projects outweigh the 

risks. “The deepwater technology is there. Even though the 

industry has had setbacks like Macondo, it could be argued 

that this accident was not a technological setback, but the 

consequence of a number of shortcuts that were taken. 

Technologically speaking, the sky’s the limit, but the key 

will be to capitalize on our deepwater potential before our 

shallow water fields are depleted. Exploration has been 

relatively limited so far; less than twenty wells have been 

drilled, and there are another 12 wells to come. But this is 

nothing compared to the size of the area, and the urgency 

with which we have to increase Mexico’s oil production.”

“The market in Mexico for our interests is clearly energy-

centric,” says Alejandro Martín Audelo Aun, Managing 

Director of London O�shore Consultants (LOC), a marine 

and engineering consultancy. He explains the role of 

companies like LOC in ensuring that projects are properly 

planned and safety standards are met: “We come to 

the projects because we are required to be there by the 

insurance interests. Sometimes, the companies or their 

contractors involved in the o�shore developments see our 

participation as an intrusion. Nevertheless, we participate 

in some of the critical stages of an o�shore construction 

project. If you do not approach those stages with proper 

planning, you can smash right into them like hitting a wall, 

causing problems and accidents.  

“We have tried very hard to make our clients realise that 

our job can help them to approach those hurdles and to 

avoid them at any cost. It is not only a matter of who pays 

when an accident occurs, be it the company involved or 

the company that insured them, but also the company’s 

reputation and most regretfully people’s lives. In the early 

days of our Mexican operation, we faced situations in which 

we struggled to get our counterparts to understand that it 

was worth investing in diligent planning in order to avoid 

accidents. We believe that we have succeeded in getting 

our point across in the last few years.”

As an understanding of the need to insure against 

o�shore risk has grown in Mexico, so has the integration of 

companies like LOC in the Mexican oil and gas industry. “In 

the last years there have been significant improvements 

regarding safety and loss prevention philosophy,” explains 

Audelo Aun. “Most of the advancement has come as a 

result of Pemex developing standards and improving 

procedures, or by imposing more comprehensive 

requirements on their contractors. The implementation of 

NFRs by Pemex is a good example of the standardization 

process that Pemex has developed in the recent years. 

NFRs are ‘Reference Standards’ issued by government-

owned companies operating in a monopoly situation. Every 

standard is developed by Pemex with the collaboration of 

the companies related with the subject of the standard. 

For instance, we collaborated in the review of the NRF-041-

PEMEX-2007, which relates with the ‘Loadout, Securing, 

Transportation and Installation of Marine Platforms.’”

As Pemex moves into deepwater, risk management 

natural gas had already escaped from the well, and when it 

reached the surface this caused the explosion at the rig as 

the gas ignited, killing 11 workers and cutting o� the power 

supply to the rig. This meant that engineers left on the rig 

were unable to activate the shearing rams to try and seal 

the well.

Two days later, it was a remotely operated vehicle (ROV) 

that managed to engage the shear rams on Cameron’s 

blowout preventer, but unfortunately, because of the 

position of the drill pipe, it was not fully sheared, and the 

rams failed to fully close and seal. The distance by which the 

shearing rams failed to close was tiny, at 3.6cm or less, but 

this was enough for oil to continue to escape from the well. 

The investigation concluded that even if the shear rams 

had been correctly activated before the crew of the 

Deepwater Horizon abandoned ship, the buckled drill pipe 

would still have caused a problem for the shear rams. The 

report concluded that it was not misuse of the blowout 

preventer that caused the accident, or poor maintenance, 

but rather that the design was flawed in that it was not 

prepared to deal with the eventual state of the drill pipe 

that it was meant to sever. 

As a result, companies that provide blowout preventers 

to the deepwater oil and gas industry have looked to 

increase the pressure their systems can provide in order to 

guarantee that the shear rams will be able to close despite 

the pressure being exerted upon them. 

In December 2011, Cameron agreed to pay BP US$250 

million to indemnify the company for current and future 

compensatory claims, bringing an end to the lawsuit 

brought by BP which claimed that Cameron’s blowout 

preventer failed to stop the Deepwater Horizon spill, as a 

result of having a flawed design.

After conducting an investigation into the incident, Det 

Norske Veritas, the company hired to investigate the 

spill by federal authorities, concluded that after the well 

blowout, Cameron’s blowout preventer failed to stop the 

leak despite being successfully activated, not because of 

human error but because the technology encountered a 

situation for which it was not designed. 

A blowout preventer is used as a last line of defence in 

the case of a spill. It works by using valves to close o� 

the oil flow when the pressure gets too high, and as a 

final contingency, closes the well by cutting through the 

pipes with a series of hydraulic shear rams. The Deepwater 

Horizon blowout preventer had five of these shear rams, 

but all of them failed to stop the flow of oil as a result of a 

‘buckled’ section of drill pipe that was moved sideways by 

the pressure of the oil flow. 

When workers aboard the Deepwater Horizon first 

detected problems with the well, they activated parts of 

the blowout preventer designed to clamp around the drill 

pipe and cut o� hydrocarbon flow from around it, but 

did not activate the shearing rams. However, by this time 
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our point across in the last few years.”

As an understanding of the need to insure against 

o�shore risk has grown in Mexico, so has the integration of 

companies like LOC in the Mexican oil and gas industry. “In 
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Transportation and Installation of Marine Platforms.’”
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MEXICO’S MASSIVE IXTOC-I 
BLOWOUT IN 1979

PEMEX JOINS HELIX WELL 
CONTAINMENT

IXTOC-1: 3.3 MILLION BARRELS 

SPILLED INTO THE GULF OF MEXICO

The exploratory well Pemex drilled in 1979 was in the 

bay of Campeche, some 100km o�shore in a 50m water 

depth. The drilling rig was the Sedco 135-F, owned by a 

company that later became part of Transocean and built at 

the Victoria Machinery Depot in British Colombia, Canada. 

Problems arose when the drilling rig passed the 3,000m 

mark at the start of June. On June 2nd, the well began to 

lose drilling mud, and circulation was completely lost at a 

depth of 3,625m. Following several unsuccessful attempts 

to regain circulation, Pemex o�cials decided to remove 

the drill bit, then run the pipe back into the hole and pump 

materials down the pipe in order to attempt to seal the 

fractures that were causing the loss of circulation. On June 

3rd, disaster struck. While attempting to remove the drill 

pipe from the well, mud began to flow up the drill pipe and 

onto the platform due to the extremely high well pressure. 

As a result, the well blew out and caught fire. The explosion 

and fire destroyed Sedco 135-F, which sank to the sea floor. 

The well’s stack and casing were damaged in the process 

and caused oil and gas to mix with water close to the sea 

floor. Before the Macondo blowout, Ixtoc I was the largest 

accidental marine oil spill in history: 3.3 million barrels are 

estimated to have spilled into the Gulf of Mexico. 

Some of the techniques used to stop the flow of oil will 

sound very familiar to those acquainted with BP’s e�orts 

to stop the Macondo well leak in 2010, including attempts 

to lower a cap onto the well, plug the well with debris, and 

drill relief wells horizontally through the seabed to stop the 

flow. Eventually, relief wells managed to halt the flow of oil 

into the Gulf after months of drilling. The spill occurred in 

June and July 1979; the wells were pumped with mud, and 

the flow well was finally capped 290 days later. 

Experts generally agree that environmental consequences 

of the spill would have been much worse had it not been 

for the fact that the spill occurred in warm waters. Higher 

water temperatures accelerate evaporation of oil, as well 

as its weathering and consumption by microbes. Rather 

than washing up onshore, much of the oil from the Ixtoc 

I spill remained o�shore, either evaporating or settling on 

the sea bed. 

Whilst the Macondo well blowout is certainly the most 

recent significant oil spill in the minds of the global oil and 

gas industry, Gulf of Mexico veterans will remember the 

Ixtoc I oil spill of 1979 as its forerunner in many ways, from 

the similarities in its causes to its severity and clean up.

The group felt confident enough to announce in June 2011 

that it can now e�ectively contain spills in water depths 

of up to 3,048m with its 15,000 psig full opening dual 

ram intervention capping stick, which HWCG calls the 

most advanced capping stick in existence today. Using 

this technology, the group says it is able to capture and 

process up to 55,000 bbl/day, and 95 Mcf of natural gas, 

with a surface operating pressure of up to 10,000 psig. 

Previously, HWCG had claimed it could deal with a blowout 

in water depths of up to 2,438m.

If Pemex is accepted as a full member of HWCG, it will allay 

fears, expressed recently by CNH President Juan Carlos 

Zepeda Molina, that neither the regulator nor the NOC 

were fully prepared for a disaster in deepwater and ultra-

deepwater. Pemex is planning to drill six deepwater wells 

in 2012, but the deepest of these is at a water depth of 

2,933m, within the capabilities of HWCG. However, Pemex 

is not only pinning its hopes on the Helix Well Containment 

Group: at the same time as announcing that the NOC had 

applied for membership, Suárez Coppel also told reporters 

that the company was in talks with several companies, 

including Cameron and Wild Well Control to develop its 

own well containment system.

Helix Well Containment Group is also not the only 

company looking to find a permanent and trustworthy 

solution to well containment failures. The Marine Well 

Containment Company is a non-profit organization 

dedicated to exactly the same purpose. The MWCC was 

founded by ExxonMobil, Chevron, ConocoPhillips and 

Shell In July 2010. In February, the group announced that 

it had created an interim containment system for use in 

the US Gulf of Mexico, with their completed billion-dollar 

containment system ready to be introduced at some point 

in 2012. In the event of an incident, the MWCC is capable 

of providing subsea equipment including risers, dispersant 

and hydraulic manifolds to the responsible company, as 

well as the capping stack. The company involved would 

be responsible for debris removal, relief well drilling and 

deploying and operating the equipment supplied, as well 

as securing marine capture vessels, shuttle tankers and 

surface cleanup. The completed final system will also 

include dedicated modular capsule vessels. 

Despite the preliminary approval of Pemex’s membership 

of the Helix Well Containment Group, industry regulator 

National Hydrocarbons Commission (CNH) not yet agrees 

that Pemex is prepared for the challenges of drilling 

deep-water wells at depths exceeding 1,500m. Only full 

membership of a well-containment group will be su�cient 

to meet the CNH’s compliance standards.

In response to the Deepwater Horizon incident, a group 

of 24 deepwater operating companies came together 

in order to find a fast and complete containment and 

response system for dealing with deepwater well blowouts. 

The result was the creation of the Helix Well Containment 

Group (HWCG). The members of HWCG are committed to 

a mutual aid agreement, allowing any member to draw on 

the expertise, assets and resources of the other members 

in the event of an incident. On March 6th, Pemex CEO Juan 

José Suárez Coppel announced to the press that the board 

of HWCG had granted preliminary approval to Pemex for 

inclusion in the group. 

The group’s well containment system is based on four 

factors: equipment, people, procedures and processes. 

The equipment chosen by the group is largely based on 

the technology that eventually stopped the oil flowing at 

Macondo, which was provided by Helix Energy Solutions 

Group. A 15,000 psig intervention capping stick was 

developed by Trendsetter Engineering for use by the 

group, and more than 35 service providers will be on hand 

to supply additional services and products should the 

need arise, thanks to various supply agreements in place. 

The processes and procedures the group has put in place to 

deal with a spill similar to the Deepwater Horizon incident 

are based on the idea of mutual aid. The group has put 

together a plan for well containment, with guidance from 

the US Bureau of Ocean Energy Management, Regulation 

and Enforcement (BOEMRE) and the group’s own technical 

committee. The plan identifies response protocols for 

foreseeable deepwater containment scenarios. Any event 

involving a group member will be contained from the 

Petro Skills Training Centre in Katy, Texas, the location 

chosen to become the joint command centre should any 

well containment event occur. The group will also be 

conducting training exercises and emergency drills in order 

to prepare to use the containment plan, and to improve the 

capabilities and knowledge of the well containment team. 

There will also be an annual two day table-top exercise 

involving all members and service providers. 

The ‘people’ aspect of the group’s abilities will stem from 

the member companies involved in the team. The group’s 

founding companies include many operators from the US 

Gulf of Mexico, and companies with years of experience 

and involvement in deepwater operations. They include 

Anardarko, Apache, BHP Billiton, ENI, Hess, Marathon, 

Nexen, Repsol, Statoil, and Woodside Energy. The group 

represents 80% of the deepwater operators and half of all 

deepwater production in the US Gulf of Mexico.
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| VIEW FROM THE TOP

OFFSHORE SAFETY 
ABOVE ANYTHING
JAVIER GARCÍA BEJOS
Director General of Heliservicio

| VIEW FROM THE TOP

TRAINING COURSES TO 
IMPROVE OFFSHORE 
SAFETY
MARINA MARTÍNEZ ACOSTA
General Manager of DEECSA

“PEMEX DICTATES WHICH TRAINING 

COURSES AND CERTIFICATIONS 

ARE REQUIRED FOR ALL OFFSHORE 

WORKERS”

are based on quality, speed of delivery and recognized 

certification. We need to deliver, because in turn our clients 

need to deliver their employees certified and on time as agreed 

with Pemex. If we would fail, they would fail as a consequence. 

One thing that we are very strict about is security and 

the environment. If a course takes 40 hours it will last 

40 hours, because it would be unforgivable if something 

were to happen to the personnel that we train. Because 

of the frequency at which Pemex updates its certification 

requirements and conducts audits of paperwork at 

o�shore platforms, it can be tempting for contractors 

to find companies that are willing to sell certifications 

to personnel without appropriate training. However, our 

customers know that we will not do this, because we 

cannot in good conscience allow employees to work in 

dangerous o�shore environments without receiving the 

necessary training. Because of our unwillingness to simply 

sell certifications, we have gained a good reputation in the 

industry, and Pemex knows that certifications that come 

from DEECSA mean that the worker has been well trained 

before coming out to the platform. Our good track record 

is due to our professional work ethic.

Q: How does the fact that the management team is 

comprised of only women influence your work and what 

are the reactions of your mostly male clients? 

A: We are very well accepted nowadays, but no one 

could understand us at the very beginning. It was di�cult 

because men rule the oil and gas industry. We knocked at 

many doors and people would not receive us because we 

were women. They didn’t believe in us. 

However, today, we have realized that our clients trust 

us more when they realize that we are women. There is 

no disadvantage in being a woman now, because people 

realize that we deliver a quality product. 

Q: What were the ambitions of DEECSA when the 

company was created in Ciudad del Carmen?

A: DEECSA was founded in 1997 in Ciudad del Carmen. 

Back then on the island, there were few companies o�ering 

training, despite the fact that Pemex needed partners that 

could o�er such solutions.  Therefore, we decided to create 

DEECSA. We started by o�ering training courses to the 

administrative side of the oil and gas industry, targeting 

Pemex’s subcontractors rather than the NOC itself. In the 

following years we started o�ering courses to Pemex 

ranging from public legislation, administrative matters 

and quality in accordance with ISO 9000 standards, which 

were implemented over a three-year period for Pemex’s 

southeastern marine region. 

Q: What drives the development of your portfolio of 

training services today? 

A: We comply with the programme of Pemex, and the 

guidelines regarding safety and environment that the 

company has implemented. It is our responsibility to 

ensure that all the employees of the subcontractors that 

we work with have passed the 10 or 20 basic courses that 

Pemex has designed. All our courses and instructors are 

certified by the Labour Ministry, which is the entity that 

regulates training courses in Mexico. 

These courses are mandatory, and each and every person 

on a platform has had to complete them. First, we o�er the 

basic course before they go to the platform. Then, once 

they are o� duty and come back onshore, we continue 

with the follow-up courses. However, on some occasions 

we have gone to the platforms to give the courses.

Q: Do you see di�erences in demand for training courses 

between Mexican and international companies?

A: Not really. All the basic courses have to be taught to 

every company, since they have to comply with Pemex’s 

requirements. Pemex dictates which training courses and 

certifications are required to work o�shore. Each year, 

Pemex issues a decree and all the companies will have to 

comply with these requirements. 

Our basic principal is to be honest with our clients, whether 

they are new or established in Mexico. Our training courses 

Our pilots are handling US$12 million aircraft with 12  

people in the back, so they have a huge responsibility. 

A lot of our new pilots came from the air force in recent 

years, which is fantastic because an air force pilot’s 

education is second to none. By implementing Blue Sky, 

a software that enables us to see at any time the location 

of our helicopters, the name of the pilot, and allows us to 

communicate with them. 

Q: What has been the impact of your increasing business 

volume with international o�shore contractors on your 

performance standards?

A: Working with international firms and global operators 

has only strengthened the commitment of our people to 

safety. They recognise that if you make safety the core 

reason for being in the air transportation industry, then 

you will gain the confidence of your customers. Companies 

working for Pemex use international safety standards and 

frequently audit their service providers. In the last three 

years, we have been subject to more than 30 quality and 

safety audits by external firms, Pemex, our partners and 

Bell Helicopter. 

Q: Which change will the shift to deepwater operations 

bring to air transportation in the oil and gas industry?

A: We know that the future of Pemex is in deepwater, 

and the company is working to face that challenge. We 

know that sooner or later the oil and gas sector in Mexico 

will boom again, and we will be ready to capitalize on 

this opportunity when it appears. For the last two years, 

we have built a fleet capable of operating in deepwater, 

prepared our pilots and engineers, and invested in  

our stockroom.

We are now involved in air transportation for private 

companies conducting seismic surveys in deepwater 

areas, an activity that has been growing substantially 

in the last years. Pemex’s long-term deepwater plans 

will depend on its exploratory success, but we are 

already facing not only higher demand from Pemex for 

passengers to be moved to their assets in deepwater, but 

also from private companies.

Q: What have been the main drivers of the development 

of a safety culture in the Mexican oil and gas industry?

A: In the oil and gas industry, safety is a real concept and 

a top priority. Since it is a high-risk industry, assets are 

valuable and you are working o�shore, you can feel the 

importance of safety performance everywhere you go to a 

greater or lesser degree. Pemex has led the drive towards 

improved safety and shared common values right across 

the industry. You cannot send a helicopter to an oil rig that 

is unsafe, just as you cannot send an unsafe helicopter to 

an o�shore platform.

One of the most valuable lessons I have learnt in the 

aviation industry is that if you improvise you will fail: you 

need to have a plan, think about the long-term, and have 

a good team. You can have all the capital resources you 

want, but if you don’t have the right people to move a 

company, your company will never be successful. Only by 

investing in our people and our fleet can we ensure our 

long-term economic success and safety record.

Q: How has your business model evolved in recent years 

in order to ensure alignment with this long-term vision?

A: In 2003 we completely changed the vision of our 

business, and decided that the energy sector should be 

our core business. Since then, we invested in operating 

capacity, new technology, and our people. Today, we have 

around 700 employees, divided between our maintenance 

and operations companies, and operate almost 40 aircraft. 

We fly around 50,000 hours, move more than 1 million 

passengers per year, and 99% of our flights are dedicated 

to the Mexican energy sector.

We have built a very aggressive internal programme to 

ensure that the more than 100,000 components that are 

in daily use in our engineering department are handled 

consistently with operational safety in mind. Investing in 

technology not only allows us to maximise safety e�orts, 

but also improves our results dramatically. We are currently 

working with a company called Skybooks, a part of Textron, 

which develops great software to administrate and manage 

the maintenance centre of our helicopters. This two-year 

e�ort has brought tremendous change to our company. 
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| VIEW FROM THE TOP

OFFSHORE SAFETY 
ABOVE ANYTHING
JAVIER GARCÍA BEJOS
Director General of Heliservicio

| VIEW FROM THE TOP

TRAINING COURSES TO 
IMPROVE OFFSHORE 
SAFETY
MARINA MARTÍNEZ ACOSTA
General Manager of DEECSA

“PEMEX DICTATES WHICH TRAINING 

COURSES AND CERTIFICATIONS 

ARE REQUIRED FOR ALL OFFSHORE 

WORKERS”
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want, but if you don’t have the right people to move a 
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and operations companies, and operate almost 40 aircraft. 

We fly around 50,000 hours, move more than 1 million 

passengers per year, and 99% of our flights are dedicated 
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We have built a very aggressive internal programme to 

ensure that the more than 100,000 components that are 

in daily use in our engineering department are handled 

consistently with operational safety in mind. Investing in 

technology not only allows us to maximise safety e�orts, 

but also improves our results dramatically. We are currently 

working with a company called Skybooks, a part of Textron, 

which develops great software to administrate and manage 
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TECHNOLOGY SPOTLIGHT 

Daniel Gutiérrez González, Director of Pepperl+Fuchs Mexico

CURRENT, VOLTAGE AND POWER OF A BREAK SPARK

DART APPLICATIONS

CURRENT, VOLTAGE AND POWER OF A SPARK INTERRUPTED BY DART

The current, voltage and power 

of a break spark. A characteristic 

current and voltage change is 

detectable at the beginning of an 

interruption.

Coolness of a spark is ensured, even 

at higher power levels sparks never 

become incendive. The response  

of the DART power supply is  

about 1.4 µs.

Source: Pepperl+Fuchs
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current without restriction. DART sensors located in both the 

DART power supply and DART segment protector detect a 

fault in the electrical system at the outset and switch it o� 

before the energy released reaches a safety-critical level.

In the past, IS explosion control systems have caused issues 

at fields because they limit the amount of energy, and 

therefore the scope of the technology that can be used at 

the site. “DART technology will allow the use of a higher 

energy IS System in areas with explosion risk, which means 

that more instruments with high energy requirements 

can be connected, online instrument maintenance is 

facilitated, and  expensive explosion proof technology is 

no longer necessary,” says Gutiérrez González. “DART will 

also increase flexibility in segment design by overcoming 

electric current and distance restrictions. On fieldbus, 

DART will reduce the number of devices, in turn reducing 

capital expenditures and operational expenditures.

While DART solves a range of problems, the technology 

will take a while to appear in Mexico, as Gutiérrez González 

explains: “the system is currently being tested to European 

safety standards, but in order to bring this product to the 

North American market, it will take some time for the same 

quality testing procedure to be conducted. We expect to 

have DART technology in Mexico by 2015.”

Such a system does not come without concerns; in order 

to be e�ective, DART will have to maintain 100% e�ciency, 

as with any safety system. Gutiérrez González is aware of 

the challenge. “You have to be 100% sure that your product 

will o�er protection, 99.99% is not enough. You have to be 

totally sure that that device will save you when it is needed. 

Problems do not occur all the time; however, something will 

go wrong every few years, and the product has to be ready 

for that. However, our testing procedures are rigorous, and 

we feel confident in o�ering our customers products that 

are 100% safe. Today, Pepperl+Fuchs is working on products 

that will be the future of safety for Pemex.”

Safety solutions focused on uptime

Any modern industrial plant relies heavily on sensors to 

monitor valves and flow e�ciency. Where Pepperl+Fuchs 

technology is most useful for Pemex and its army of 

contractors is in safety systems. Its intrinsic safety (IS) 

and explosion protection safety solutions have become 

the world’s most chosen products in high-risk areas. IS 

solutions are Pepperl+Fuchs’ answer to safety solutions 

that focus on maximising uptime for clients. Daniel 

Gutiérrez González, Director of Pepperl+Fuchs Mexico, 

explains that “IS is the current concept that is driving safety 

in hazardous areas in the Mexican oil and gas industry. 

Today, Pepperl+Fuchs employs ‘barriers’ in potentially 

explosive areas: devices that are positioned between the 

controllers and the instruments deployed on the field, in 

the controlled area, which protect the rest of the field. To 

do this, the barriers limit the amount of energy in place on 

the field, in order to ensure that there is not enough energy 

being used to initiate an explosion.”

Maintaining uptime by preventing explosions 

With the implementation of IS systems, companies in 

the industry such as Pemex, can sustain the operating 

time of their fields in demanding environments. “There 

are three items to consider when we are talking about 

uptime. The first one is that our IS System protects 

humans, the environment, installations and investment by 

preventing an explosion. While the impact of an explosion 

on installations and investment generally results in the 

shutdown of facilities, lasting for a short time or months 

depending on the severity of the accident, the damage 

to humans and the environment can sometimes not be 

reversed unfortunately. The second is that our IS System 

has a high proven reliability and high proven availability 

which improve uptime of processes and prevent 

explosions. Finally, the IS System is the only system on 

the instrument side that allows online maintenance, 

without losing the explosion protection or uptime during 

instrument maintenance,” says Gutiérrez González. These 

systems are especially useful in environments that handle 

or produce explosive materials such as oil, gasoline, gas, 

chemicals, and explosive dust, among others. As a result, 

Pepperl+Fuchs is aiming to install IS systems across 

petrochemical facilities, refineries, chemical plants, oil 

platforms, gas processing facilities, mining operations, 

pharmaceutical facilities, and painting areas.

Introducing new technology

Gutiérrez González explains that Pepperl+Fuchs is currently 

developing new technology that will “change the concept of 

IS.” Known as DART, this new technology supplies electric 

SAFETY SOLUTIONS 
FOCUSED ON UPTIME

DYNAMIC ARC RECOGNITION AND 
TERMINATION

su�cient energy to ignite potentially combustible 

materials in hazardous areas where the technology has 

been installed. This di�ers from existing IS technology 

because it allows much more power to be used in an 

installation; previous IS methods involved limiting power 

availability. DART technology means that up to 50 watts 

can be supplied to devices within the explosive zone.

Both Pepperl+Fuchs and R. Stahl have signed a license 

agreement for using new DART technology. The 

open licensing model allows for the unlimited use of 

this patented technology in order to support its fast 

international acceptance. Both companies also hope 

that DART technology will soon be standardized 

internationally. 

is DART Fieldbus, which is optimized for maximum cable 

length while retaining the potential to connect up to 20 

fieldbus instruments to a segment. The company is looking 

for development suggestions from users of Pepperl+Fuchs 

technology in order to tailor the technology to specific 

applications.

Based on the existing technology of dynamically acting 

power supplies, the world market leader for intrinsic 

safety and explosion protection company Pepperl+Fuchs’ 

dynamic arc recognition and termination (DART) 

technology means that available power is dramatically 

increased compared to previous intrinsically safe (IS) 

electronic systems. When a potentially threatening 

condition occurs, such as the opening or closing of an 

electric circuit, DART ensures that the circuit is in a 

safe state before critical levels are reached. This works 

by recognizing the typical voltage and current pattern 

that indicates the development of a spark and cuts 

o� the power supply in a few microseconds, thereby 

‘extinguishing’ the spark before it is able to develop 

There are many potential applications for DART, which 

is currently in the development phase, and as a result 

Pepperl+Fuchs is concentrating on two di�erent versions 

of the technology. DART Power is designed for point-

to-point connections, which will enable the maximum 

available power of 50 watts on a 100m cable. The second 
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current without restriction. DART sensors located in both the 

DART power supply and DART segment protector detect a 

fault in the electrical system at the outset and switch it o� 

before the energy released reaches a safety-critical level.

In the past, IS explosion control systems have caused issues 

at fields because they limit the amount of energy, and 

therefore the scope of the technology that can be used at 

the site. “DART technology will allow the use of a higher 

energy IS System in areas with explosion risk, which means 

that more instruments with high energy requirements 

can be connected, online instrument maintenance is 

facilitated, and  expensive explosion proof technology is 

no longer necessary,” says Gutiérrez González. “DART will 

also increase flexibility in segment design by overcoming 

electric current and distance restrictions. On fieldbus, 

DART will reduce the number of devices, in turn reducing 

capital expenditures and operational expenditures.

While DART solves a range of problems, the technology 

will take a while to appear in Mexico, as Gutiérrez González 

explains: “the system is currently being tested to European 

safety standards, but in order to bring this product to the 

North American market, it will take some time for the same 

quality testing procedure to be conducted. We expect to 

have DART technology in Mexico by 2015.”

Such a system does not come without concerns; in order 

to be e�ective, DART will have to maintain 100% e�ciency, 

as with any safety system. Gutiérrez González is aware of 

the challenge. “You have to be 100% sure that your product 

will o�er protection, 99.99% is not enough. You have to be 

totally sure that that device will save you when it is needed. 

Problems do not occur all the time; however, something will 

go wrong every few years, and the product has to be ready 

for that. However, our testing procedures are rigorous, and 

we feel confident in o�ering our customers products that 

are 100% safe. Today, Pepperl+Fuchs is working on products 

that will be the future of safety for Pemex.”

Safety solutions focused on uptime

Any modern industrial plant relies heavily on sensors to 

monitor valves and flow e�ciency. Where Pepperl+Fuchs 

technology is most useful for Pemex and its army of 

contractors is in safety systems. Its intrinsic safety (IS) 

and explosion protection safety solutions have become 

the world’s most chosen products in high-risk areas. IS 

solutions are Pepperl+Fuchs’ answer to safety solutions 

that focus on maximising uptime for clients. Daniel 
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explains that “IS is the current concept that is driving safety 

in hazardous areas in the Mexican oil and gas industry. 

Today, Pepperl+Fuchs employs ‘barriers’ in potentially 

explosive areas: devices that are positioned between the 

controllers and the instruments deployed on the field, in 

the controlled area, which protect the rest of the field. To 

do this, the barriers limit the amount of energy in place on 

the field, in order to ensure that there is not enough energy 

being used to initiate an explosion.”

Maintaining uptime by preventing explosions 

With the implementation of IS systems, companies in 

the industry such as Pemex, can sustain the operating 

time of their fields in demanding environments. “There 

are three items to consider when we are talking about 

uptime. The first one is that our IS System protects 

humans, the environment, installations and investment by 

preventing an explosion. While the impact of an explosion 

on installations and investment generally results in the 

shutdown of facilities, lasting for a short time or months 
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VIDEO SECURITY DRIVES BOTH 
SAFETY AND PRODUCTION
VIDEO SURVEILLANCE SYSTEMS ON OFFSHORE PLATFORMS ENHANCE 

OPERATIONAL SAFETY, IMPROVE RESPONSE TIME TO EMERGENCIES, AND 

SUPPORT THE OPTIMIZATION OF OPERATIONAL PERFORMANCE

Enrique González Haas, President of Schneider Electric Mexico

Security is not the only area of the oil and gas industry where 

Schneider is involved. Around the world, the company has 

participated in diverse projects in cooperation with oil and 

gas companies, including the improvement of mechanical 

resonance, poor power factors, high harmonic currents, 

excessive voltage distortion, reduced production capacity 

at o�shore platforms, pipeline boosting station control 

systems, power supplies for remote pipeline compression 

substations, power supply and electrical management 

for entire production sites, and electrical renovations and 

retrofits of oil handling terminals and refineries.

In Mexico particularly, González Haas sees the possibility 

to introduce Schneider’s proprietary EcoStruxure system 

architecture, a system which enables the convergence of 

the five areas that Schneider considers itself specialized 

in: management of power, process & machine, IT room, 

building, and security. Because the system utilizes open 

standards, compatibility with other systems and devices 

is guaranteed. The aim of the architecture is to take 

multiple, siloed systems and adapt them to an integrated 

solution, reducing redundancy in equipment, software, 

and personnel. “EcoStruxure can achieve enterprise-wide 

energy savings of up to 30%. It is the only comprehensive, 

integrated approach designed for the reality of the 

digital economy,” González Haas says. “Without being 

too specific, I can say we are seeing lots of synergies in 

Mexico in the oil and gas sector, particularly in refineries, 

gas and exploration pipelines where Schneider Electric has 

a huge installed base of electrical distribution equipment. 

Telvent (another Schneider company) also controls 

around 20,000km of Pemex pipelines though the Oasis  

SCADA System.”

For the last decade, securing energy infrastructure has been a 

priority for governments that see their resources as potential 

targets for terrorist activity. Indeed, following the creation of 

the US Department of Homeland Security in 2002, among 

the first Presidential Directives issued was for the creation of 

a national policy to protect critical infrastructure.

Aside from its automation and engineering solutions, 

Schneider Electric o�ers through its Pelco brand the 

security and surveillance systems for oil companies to 

ensure the safety of their assets and employees. These 

cameras and monitoring systems not only have security 

and safety applications, but also can have an impact on 

well productivity, according to Enrique González Haas, 

President of Schneider Electric Mexico. 

González Haas points to a recent example of Pelco and 

Schneider Electric’s work with Petrobras in Brazil. “Our 

client requested a video security presence specifically for 

Platform 25, which is located in the Albacora Field and 

produces upwards of 115,000 bbl/day. With such a system 

in place, security personnel can remotely view this critical 

area, monitor and control unauthorized access, enhance 

operational safety and improve response time during 

emergency situations. Moreover, review of video can 

assist the company as it continuously looks to optimize 

its operational performance.” The current security system 

at Platform 25 consists of nine Pelco ExSite positioning 

systems and five CC3770 digital Ultra-High Resolution Day/

Night cameras. They are distributed at strategic platform 

locations, including the pump room, powerhouse, flare, 

sump caisson, and other locations. Video is transmitted 

to the security control centre through unshielded twisted 

pair (UTP) cables, utilizing Pelco converters. At the control 

centre, the signals are recorded on a 16-channel DX8100 

Series digital video recorder with a mass storage device 

for storing recorded images.

“Other companies in Latin America, including Pemex and 

PDVSA, also use these systems. Pelco is often favoured as 

the brand because they can supply explosion-proof video 

surveillance systems,” González Haas says. These explosion-

proof cameras are housed in hardened stainless steel 

casings, which protect against the extremely bad weather 

often encountered at o�shore platforms, as well as the more 

extreme situations that can occasionally occur at oil and gas 

production sites, such as explosions and fires.
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at Platform 25 consists of nine Pelco ExSite positioning 

systems and five CC3770 digital Ultra-High Resolution Day/

Night cameras. They are distributed at strategic platform 

locations, including the pump room, powerhouse, flare, 

sump caisson, and other locations. Video is transmitted 

to the security control centre through unshielded twisted 

pair (UTP) cables, utilizing Pelco converters. At the control 

centre, the signals are recorded on a 16-channel DX8100 

Series digital video recorder with a mass storage device 

for storing recorded images.

“Other companies in Latin America, including Pemex and 

PDVSA, also use these systems. Pelco is often favoured as 

the brand because they can supply explosion-proof video 

surveillance systems,” González Haas says. These explosion-

proof cameras are housed in hardened stainless steel 

casings, which protect against the extremely bad weather 

often encountered at o�shore platforms, as well as the more 

extreme situations that can occasionally occur at oil and gas 
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TECHNOLOGY SPOTLIGHT 

INTRODUCING 3RD GENERATION UPS

EMPHASIZING THE VALUE OF 
INDEPENDENT RISK ASSESSMENT

Mauro Heredia Carrera, Technical Country Manager of Global 
Maritime Mexico

engineering design to operations and contracting. On 

some projects, such as the Morpeth tension-leg platform 

(TLP), the world’s first mini-TLP built for British Borneo 

(now ENI), Global Maritime undertook the risk analysis  

for the entire project. Through risk assessment, 

companies like Global Maritime identify hazard initiators 

and identify risk reduction solutions for the o�shore oil 

and gas industry. 

“In my personal opinion, one of the most important 

success factors in deepwater operations is the quality 

of personnel because with a qualified team of people, a 

company can avoid failures,” says Alberto Morandi, the 

President of Global Maritime America. “Thanks to Global 

Maritime’s experience in deepwater projects, we are in 

permanent communication with Pemex regarding their 

planned move to deepwater. Our priority in Mexico in this 

area is vessel operation, and performing risk assessments 

“Companies like Global Maritime can provide ‘third party 

assurance’ for the industry,” says Morandi. “We do not 

furnish equipment, we are not the operator and we are 

not part of the government. We are a fully independent 

third party with a firm technological background in  

risk assessment.”

Morandi explains that Global Maritime is currently working 

with the Mexican Petroleum Institute to develop new 

technologies that could benefit the industry and that the 

company is hoping to expand its operations in Mexico in 

coming years by o�ering a wide array of services. These 

services include, marine warranty surveying, dynamic 

positioning, assurance of mission critical equipment, 

structural and foundation integrity, and stability and 

watertight integrity. “The idea is to try to stay involved  

in all of Pemex’s operations as an assistant,” Heredia 

Carrera concludes.

“We support Pemex in applying risk and safety analysis 

and implementing upgrades to reduce the operating risk 

on o�shore platforms, drilling rigs and vessels,” says Mauro 

Heredia Carrera, Technical Country Manager of Global 

Maritime Mexico, a marine, o�shore and engineering 

consultancy. As approved Marine Warranty Surveyors, the 

company not only provides consulting services to Pemex 

and its service providers, but also serves as a link between 

the oil and gas industry and its insurance providers.

In the past, Global Maritime provided warranty survey 

services for over 50 fixed platforms and modules for 

the Cantarell field. “At the moment, we are talking to 

Pemex to participate in an interesting project to improve 

performance across a range of operational areas. In safety 

operations, we would like to upgrade Pemex’s current 

inspections system. In semi-submersibles, we are looking 

at opportunities to provide stability study updates, failure 

mode and e�ect analysis (FMEA) and risk assessment 

services,” says Heredia Carrera. 

One particular area of opportunity that Global Maritime 

has identified in Mexico is the deepwater industry, where 

risk management strategies need to be put in place before 

work can begin on Pemex’s potential projects. In deepwater 

projects elsewhere in the world, Global Maritime has acted 

as consultant at many stages of project development, from 

for the operations of deepwater vessels. We would also like 

to be involved in all areas of the engineering in deepwater 

construction. The goal for the company is to work on the 

upcoming upgrades.”

Heredia Carrera goes on to assess the risk management 

strategy of Pemex in other areas: “While in regions 

where Pemex has been operating for a long period, such 

as shallow water areas and onshore, the company has a 

risk management strategy in place, we believe that there 

is work to be done to bring these standards in line with 

international levels. This is an area where Global Maritime 

can play an important role in Mexico.”

“COMPANIES LIKE GLOBAL MARITIME CAN PROVIDE ‘THIRD PARTY ASSURANCE’. 

WE DO NOT FURNISH EQUIPMENT, WE ARE NOT THE OPERATOR AND WE ARE 

NOT PART OF THE GOVERNMENT. WE ARE A FULLY INDEPENDENT THIRD PARTY 

WITH A FIRM TECHNOLOGICAL BACKGROUND IN RISK ASSESSMENT”

energy source for the UPS. One of them is the flywheel 

technology, which consists of a rotating mechanical tool 

that stores energy resulting from its movement when it is 

connected to an electric system. Once the power system 

is shut down, the flywheel’s kinetic energy is converted to 

electrical energy that the UPS can use. Flywheels are an 

environmentally friendly alternative to batteries, and unlike 

most batteries, are able to function at temperatures from 

0°C to 40°C. However, one of the disadvantages of these 

new types of UPS is the cost, which is much higher than for 

UPSs that utilize conventional energy sources.

UPS devices are particularly useful for the oil and gas 

industry in remote locations such as oil platforms, as they 

guarantee access to electricity in emergency situations. 

Pemex norms require o�shore platforms to have separate 

UPSs for di�erent systems, such as the monitoring of 

processes, emergency stoppage, gas and fire, emergency 

lighting and the telecommunications system. Also, 

instruments sensitive to energy fluctuations or disturbances 

should be connected to a UPS. Pemex also requires that all 

UPSs used o�shore are capable of transferring electricity 

without any interruption and are equipped with pulse-

width-modulation (PWM) technology.

The Deepwater Horizon incident shed light on how UPS 

systems were being used on board the drilling platform. 

One UPS was used for backing up power to the drilling 

control system located on the rig; another two were for 

providing emergency power to the blowout preventer, 

and one was used to power a redundant fire and gas 

emergency system. There were five redundant IACS UPS 

systems onboard, eight redundant thruster UPS systems, 

two redundant hydroacoustic reference system (HPR/

HIPAP) UPS systems, and two public address/general 

alarm UPS systems. All of these were designed to function 

for no less than 18 hours. All of these systems worked 

perfectly during the incident, it was reported. 

An uninterruptible power source, or uninterruptible power 

supply (UPS), is a piece of equipment that provides 

emergency power to systems when the regular power 

source fails. A UPS di�ers from a standby generator in that 

it provides instantaneous power, which can be particularly 

useful in situations where sensitive equipment needs time 

to correctly shutdown in case of a total power failure. 

Common applications include computers, data centres, 

telecommunication and other electrical equipment, 

where incorrect or unexpected shutdown could cause 

injuries, business disruption or data loss. UPSs achieve 

instantaneous power either through attached batteries in 

low power applications, or through the use of a generator 

or flywheel for higher power applications.  

The latest generations of UPS devices aim to reduce the 

energy needed to run. As well as having the traditional 

‘double conversion’ operating mode common to most 

UPS devices, these third generation units also have two 

other modes of operation that move operating e�ciency 

from 95% to up to 98% e�ciency, while still maintaining 

the same high levels of AC power protection. It seems 

from early tests that these devices can reduce the cost of 

cooling a UPS by as much as 400%.

Another development in UPS technology is the change of 

power systems used for situations when a UPS will have to 

be used for hours rather than minutes. In these cases, UPSs 

are being built that contain hydrogen fuel cells, which use a 

virtually inert water and ethanol fuel mix that is converted 

to hydrogen, which is subsequently used by the fuel cell 

to generate electricity. The use of these hydrogen fuel 

cells requires a traditional UPS to provide backup while 

the hydrogen reaction begins, but the ethanol water fuel 

store allows these next generation devices to operate for 

lengths of more than 24 hours. 

New technologies for energy storage are being 

developed that represent an alternative to batteries as an 
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operations, we would like to upgrade Pemex’s current 

inspections system. In semi-submersibles, we are looking 
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environmentally friendly alternative to batteries, and unlike 
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should be connected to a UPS. Pemex also requires that all 

UPSs used o�shore are capable of transferring electricity 

without any interruption and are equipped with pulse-

width-modulation (PWM) technology.
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systems were being used on board the drilling platform. 

One UPS was used for backing up power to the drilling 

control system located on the rig; another two were for 

providing emergency power to the blowout preventer, 

and one was used to power a redundant fire and gas 

emergency system. There were five redundant IACS UPS 

systems onboard, eight redundant thruster UPS systems, 

two redundant hydroacoustic reference system (HPR/

HIPAP) UPS systems, and two public address/general 

alarm UPS systems. All of these were designed to function 

for no less than 18 hours. All of these systems worked 

perfectly during the incident, it was reported. 

An uninterruptible power source, or uninterruptible power 

supply (UPS), is a piece of equipment that provides 

emergency power to systems when the regular power 

source fails. A UPS di�ers from a standby generator in that 

it provides instantaneous power, which can be particularly 

useful in situations where sensitive equipment needs time 

to correctly shutdown in case of a total power failure. 

Common applications include computers, data centres, 

telecommunication and other electrical equipment, 

where incorrect or unexpected shutdown could cause 

injuries, business disruption or data loss. UPSs achieve 

instantaneous power either through attached batteries in 

low power applications, or through the use of a generator 

or flywheel for higher power applications.  

The latest generations of UPS devices aim to reduce the 

energy needed to run. As well as having the traditional 

‘double conversion’ operating mode common to most 

UPS devices, these third generation units also have two 

other modes of operation that move operating e�ciency 

from 95% to up to 98% e�ciency, while still maintaining 

the same high levels of AC power protection. It seems 

from early tests that these devices can reduce the cost of 

cooling a UPS by as much as 400%.

Another development in UPS technology is the change of 

power systems used for situations when a UPS will have to 

be used for hours rather than minutes. In these cases, UPSs 

are being built that contain hydrogen fuel cells, which use a 

virtually inert water and ethanol fuel mix that is converted 

to hydrogen, which is subsequently used by the fuel cell 

to generate electricity. The use of these hydrogen fuel 

cells requires a traditional UPS to provide backup while 

the hydrogen reaction begins, but the ethanol water fuel 

store allows these next generation devices to operate for 
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“SAFETY STANDARDS SHOULD NOT 

BE ‘ONE SIZE FITS ALL.’ MEXICO’S 

OFFSHORE CONDITIONS DIFFER 

FROM THOSE IN OTHER COUNTRIES, 

AND SAFETY STANDARDS SHOULD 

REFLECT THIS”

Eckhard Hinrichsen, Country Manager of GL Noble DentonRafael Parrilha, Director General of Bureau Veritas Mexico

WHY CERTIFICATION MATTERS IN 
THE OIL AND GAS INDUSTRY

CREATING A FRAMEWORK FOR 
RISK MANAGEMENT

grow.” In order to build its business beyond its inspection 

and certification services, Bureau Veritas hopes to 

expand its o�ering in Mexico to eventually cover a range 

of consulting areas, and turn the company from a simple 

certification business into a full-service consultancy as it 

operates in other countries such as Brazil.

Parrilha explains that Bureau Veritas cannot currently 

compete with local Mexican companies that o�er 

lower prices, but also lack the international experience. 

However, there are some opportunities to gain a foothold 

in certain segments. “One of our growth platforms in 

Mexico is environmental consultancy,” says Parrilha. “With 

local companies here in Mexico, we are growing very fast 

with carbon credit solutions for a clean environment. 

This has been one of our fastest growing business areas 

in 2011. However, we do not currently work with Pemex in 

this area. This presents an opportunity as we have many 

services to o�er, from simple certification in ISO 14000 

to full service consulting. For example, we can o�er 

engineering consulting to establish environmentally safe 

designs, and have computational models to curb and 

define gas flaring.”

Parrilha also believes that there is potential for the 

introduction of consultancy services in areas where his 

company already works with Pemex, such as on shallow 

water projects. “Our main strategy is to o�er Pemex a 

more complete range of services, not only inspection 

but also to help them establish a management system 

for asset integrity. We have software developed in-house 

that ranges from inspection to helping the company 

define their inspection and maintenance plan, and 

to help them along the path of upgrades that will be 

necessary as the company works to revitalize its mature 

o�shore fields. Such work will help to maintain the level 

of safety.”

Germanischer Lloyd is known mainly in the Mexican oil 

and gas industry as a certification company, but is now 

looking to add value and depth to its o�ering in the 

market by using its unique strengths, created through 

its history in certification. Eckhard Hinrichsen, Country 

Manager of GL Noble Denton (the Germanischer Lloyd 

business unit in charge of oil and gas), explains that 

although Pemex’s safety culture has developed well in 

recent years, their use of certification has varied. “Pemex 

started certification activities in the mid 1990s, but 

their use of it has been up and down since then. Some 

areas of Pemex use it and it has benefitted them, whilst 

in other areas and regions they didn’t see the value, 

so they abandoned it. While the use of certification in 

Pemex’s shallow water activities is limited, demand for 

certification services is rebounding because of the CNH, 

which is asking for certification in deepwater, where 

Pemex has little experience so far.”

Despite this, Hinrichsen believes that certification matters 

in Mexico: “Certification ensures that all applicable codes 

and standards are taken into consideration and that the 

safety standards are adequate and applied uniformly 

amongst di�erent companies. Not all contractors 

operating in Mexico have the same safety standards, and 

certification is there to ensure not only that standards 

are in place, but are also enforced.” 

Today, GL Noble Denton’s certification work is mainly 

related to onshore pipeline infrastructure in Pemex’s 

southern region. The company aims to expand its 

o�ering in Mexico by looking to the areas where 

Pemex will need the most advice, namely areas such as 

deepwater where the company needs to develop safety 

and risk management strategies for completely new 

business areas. Hinrichsen explains that the company 

has already worked with Pemex to develop a risk 

management plan for the NOC’s deepwater exploration 

project at the Lakach field, and in February 2012 started 

a high-level risk analysis of the entire project. In 2010, the 

company completed a RAM (reliability, availability and 

maintainability) study for Pemex for all of its deepwater 

fields, and since September 2011, the company has 

worked with Pemex to develop a consequence analysis 

method for dealing with worst case scenarios, such as a 

loss of well control accident.  

Rafael Parrilha, the Director General of Bureau Veritas 

Mexico, also identifies opportunities beyond certification. 

“We think we are in a situation now where we have to 

transfer the knowledge we have from countries where 

we are well-established to the markets where we need to 

standards and to evaluate existing ones. We have some 

contracts with the company for testing, inspection and 

certification services. Based on the work we have done, I have 

come to the conclusion that Pemex’s safety standards are at 

acceptable levels. In my opinion, Pemex’s next challenge will 

be to move its safety standards and regulations to the next 

level, which is something they are aiming for. In deepwater, 

for instance, the company has no safety standards in place, 

and more will have to be done to develop standards at 

shallow water projects as revitalization projects move from 

the drawing board to reality. These new standards will have 

to strike an important balance; whilst maintaining a strong 

focus on safety, they will need to be pragmatic and feasible 

changes that do not provide too many new challenges for 

contractors and suppliers.”

As an international company with 180 years of operating 

experience and knowledge of over 140 markets, Bureau 

Veritas has a lot to o�er in terms of bringing new ideas 

to Mexico based on its understanding of the way safety 

regulations work in other countries. “Safety standards 

should not be ‘one size fits all.’ Mexico has di�erent 

conditions o�shore than somewhere like the North Sea, 

and safety standards should reflect this. If looking for a 

comparison, Mexico would do best to consider markets 

such as Brazil, West Africa and Australia. Still, before 

adopting any standards, it needs to ensure that the 

standards are tailored to the exact conditions of the 

Mexican market.” 

When asked about the current risk profile and safety 

standards of the Mexican oil and gas industry, Rafael 

Parrilha, Director General of Bureau Veritas Mexico, admits 

that there is still a lot of work to be done in the country. 

“Mexico has a lot to do, especially in deepwater. As we can 

see from Pemex’s strategic plan, the company will focus 

on two areas. One is enhanced recovery at mature fields, 

which involves work on assets that are between 20 and 30 

years old. This means Pemex needs to think about asset 

integrity management and fitness for service, to be able to 

recover and operate those mature fields with a reasonable 

degree of safety. Regarding deepwater, Bureau Veritas is 

working on building partnerships with both Pemex and 

the CNH, to support them in the development of safety 

standards and regulations based on the knowledge we 

have from other countries.”

The regulatory and legal framework in the Mexican oil 

and gas industry is, in the opinion of Parrilha, a mix of the 

Brazilian and US models. “In some cases, Mexico has a 

self-regulating system. In my opinion, this is not the most 

appropriate system, as we have seen in the last year. In 

some cases, in Brazil for example, we have a certification 

scheme based on risk. I think the most important thing in 

Mexico is the need to define the role, the risks and assets 

at that early stage of a project.”

Parrilha believes that under the current regulatory and 

legal framework, Pemex is doing a lot to maintain its 

safety standards, with inspection, testing and certification 

activities all being contracted from Bureau Veritas and 

other companies. However, Parrilha says that as the 

company moves to new areas of operation, they will 

quickly reach the point where their existing operating 

experience does not prepare them for the challenges they 

must face. It is here where new regulatory frameworks will 

help the NOC prepare for its challenges.

Parrilha believes that in any future development of the 

regulatory and legal framework, flexibility is the key. ”It 

would of course be good for our company to have a strict, 

rigorous system that requires full certification for everything, 

but I don’t think this is the most intelligent system Mexico 

could adopt. I would propose adapting the system to the 

risks evaluated from the early stages of each project.”

Parrilha only joined Bureau Veritas’ Mexican o�ce at the 

start of 2011, but since arriving in the country has found 

Pemex’s openness to changing its safety standards 

promising for the future development of his company’s 

business. “We are currently discussing with Pemex some 

opportunities to help them both develop additional 
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lower prices, but also lack the international experience. 
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in certain segments. “One of our growth platforms in 

Mexico is environmental consultancy,” says Parrilha. “With 

local companies here in Mexico, we are growing very fast 

with carbon credit solutions for a clean environment. 

This has been one of our fastest growing business areas 
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regulations work in other countries. “Safety standards 

should not be ‘one size fits all.’ Mexico has di�erent 
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standards are tailored to the exact conditions of the 
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degree of safety. Regarding deepwater, Bureau Veritas is 
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the CNH, to support them in the development of safety 

standards and regulations based on the knowledge we 

have from other countries.”

The regulatory and legal framework in the Mexican oil 

and gas industry is, in the opinion of Parrilha, a mix of the 

Brazilian and US models. “In some cases, Mexico has a 

self-regulating system. In my opinion, this is not the most 

appropriate system, as we have seen in the last year. In 

some cases, in Brazil for example, we have a certification 

scheme based on risk. I think the most important thing in 

Mexico is the need to define the role, the risks and assets 

at that early stage of a project.”

Parrilha believes that under the current regulatory and 

legal framework, Pemex is doing a lot to maintain its 

safety standards, with inspection, testing and certification 

activities all being contracted from Bureau Veritas and 

other companies. However, Parrilha says that as the 

company moves to new areas of operation, they will 

quickly reach the point where their existing operating 

experience does not prepare them for the challenges they 

must face. It is here where new regulatory frameworks will 

help the NOC prepare for its challenges.

Parrilha believes that in any future development of the 

regulatory and legal framework, flexibility is the key. ”It 

would of course be good for our company to have a strict, 

rigorous system that requires full certification for everything, 

but I don’t think this is the most intelligent system Mexico 

could adopt. I would propose adapting the system to the 

risks evaluated from the early stages of each project.”

Parrilha only joined Bureau Veritas’ Mexican o�ce at the 

start of 2011, but since arriving in the country has found 

Pemex’s openness to changing its safety standards 

promising for the future development of his company’s 

business. “We are currently discussing with Pemex some 

opportunities to help them both develop additional 
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graduates will get certified. We recommend updates 

and improvements to the programmes that will enable 

students to receive a certification. We want to improve 

the level of each academic programme to make  

sure that all the petroleum engineering programmes in 

the country will meet a minimum requirement to get  

the certification.

Q: What does this certification mean for international 

petroleum engineers? Will they have to be certified in  

the future?

A: Yes, if they want to work in Mexico, they will have 

to be certified. Many petroleum engineers from 

Mexico cannot work in the United States or in Canada,  

because they have to be certified by the professional 

authorities there. 

Q: What is the response of international service providers 

operating in Mexico to this plan? 

A: In most cases, there will be no problems with petroleum 

engineers from US universities because their skill levels 

make them competent enough to perform the assigned 

job. But it is a di�erent story for professional petroleum 

engineers that come from Latin America. Halliburton, for 

example, brings engineers to Mexico from Brazil, Argentina 

and Venezuela. 

A good example is that when the current Venezuelan 

administration e�ected sweeping changes at PDVSA, 

many of the company’s former employees came to 

Mexico looking for employment and were hired by 

international service companies. Although these people 

have a lot of experience and are highly skilled, they 

lack the minimum standards of qualification necessary 

to work there. For this reason, we are pursuing  

our certification standard, to ensure that everyone  

working as a petroleum engineer in Mexico meets  

minimum standards.

The Mexican College of Petroleum Engineers (CIPM), 

an institution mandated by the Mexican Constitution to 

ensure best practices in Mexican petroleum engineering, is 

currently embarking on the introduction of certification for 

petroleum engineers working in Mexico.

Q: By default every petroleum engineer has a 

degree in petroleum engineering, what will CIPM’s  

certification add?

A: It is a question of degrees. For example, once a civil 

engineer has completed her degree, she is free to exercise 

her profession. But not all civil engineers in Mexico can 

sign o� on a construction plan. Only those certified in 

the profession have the right to sign. The same is true 

in medicine; although anyone with a medical degree can 

practise medicine in Mexico, only those certified by the 

Surgeon College of Medicine are approved to perform 

surgery in the country.

We intend to have our certification in place by the first 

quarter of 2012 and expect that for those that obtain 

it, it will provide recognition of their talent and o�er an 

advantage in the market place. Countries like Canada have 

already adopted certification along similar lines for their 

petroleum engineers. 

In the past, Mexico had only four academic institutions 

that o�ered a petroleum engineering degree: National 

Autonomous University of Mexico (UNAM), the National 

Polytechnic Institute, the University of Olmeca in Tabasco, 

and the University of Nuevo Leon. Right now, we have 

between 15 and 20 academic institutions that o�er this 

degree, some of them o�ering part-time classes that 

lead to a degree within three years. Bear in mind that 

it usually takes at least four years of full-time classes to 

obtain a bachelor’s degree in petroleum engineering, with 

another year for a master’s degree. Obviously, these part-

time students are not as well qualified as those that have 

studied full-time. 

Q: Graduates from these programmes will not be certified 

by CIPM?

A: Initially, the CIPM contacted the Education Ministry and 

asked them to cancel the licenses of these institutions 

o�ering part-time degrees. However, according to the 

national education policy, the Education Ministry cannot 

put a barrier on a school o�ering public programmes. 

Instead, it was the Education Ministry that suggested we 

take the step of certification as an alternative. 

At the same time, we are promoting the certification 

process in all Mexican institutions, so that they design 

their programme accordingly and guarantee that their 
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RISK MANAGEMENT AND 
OFFSHORE SAFETY

ROLE OF THE INTERNATIONAL 
REGULATORS FORUM

CURRENT IRF MEMBERS

Australia: National O�shore Petroleum Safety and 
Environmental Management Authority (NOPSEMA)

Norway: Petroleum Safety Authority (PSA)

United States: Bureau of Safety and Environmental 
Enforcement (BSEE)

Denmark: Danish Energy Agency (DEA)

Mexico: National Hydrocarbons Commission (CNH)

New Zealand: Department of Labor (DOL)

Canada: Newfoundland and Labrador O�shore 
Petroleum Board (C-NLOPB); Nova Scotia O�shore 
Petroleum Board (CNSOPB)

Brazil: National Petroleum Agency (ANP)

United Kingdom: The Health and Safety Executive (HSE)

The Netherlands: State Supervision of Mines (SSM)

“WHY HAS THE TECHNOLOGY 

CHANGED SO RAPIDLY IN OTHER 

AREAS IN THE OIL SECTOR, BUT NOT 

IN SAFETY AND CONTAINMENT?”

regulator a balance statement that proves solvency. But 

to allow companies to work on projects without insurance 

misses the point. By allowing a company like BP to self-

insure, regulators are not forcing the company to see and 

understand the price of risk in the market. It is important 

that you force companies to go out there and face the risk. 

They call it a cultural problem, but it is not. There is only 

a lack of incentive because the regulation is not in place.”

Zepeda Molina is aware of how controversial his views 

are in the oil industry. “Opponents say it is not possible 

to force full insurance on the oil companies because the 

insurance market cannot bear that risk. If you force full 

insurance, the insurance rate will go through the roof and 

many small companies will be priced out of the market.” 

However, he believes that full insurance is a necessary step 

to take, despite the problems it might cause: “The risk is 

already there, and we are all bearing that risk. The only 

thing we can try to do is allocate it correctly.”

In order to avoid a short-term collapse of insurance 

markets, the CNH President  suggests catastrophe bonds, 

used by governments to raise capital in case of a disaster, 

as one alternative for creating an industry insurance policy 

through the financial markets. Such ideas have been 

discussed by the industry, as has creating a pool of capital 

so that the industry can insure itself, based on the risk 

profile of each specific project.

Under current safety and insurance regulation, CNH 

requires Pemex to insure for oil spills, well containment 

and blowouts, but does not require full insurance. Although 

Pemex has been insuring its projects for a number of years, 

it will create a separate insurance policy for deepwater of 

its own accord without intervention from the regulator. “At 

this point,” explains Zepeda Molina, “we just require that 

they cover all aspects and provide to us the reasons or 

methodology to define their coverage. We are trialling a 

system whereby we ask Pemex how they think they should 

insure, and how they are assessing project risk. After this, 

we provide feedback to the company.” As well as insuring 

itself, Pemex now requires that its contractors provide 

their own insurance.

Juan Carlos Zepeda Molina, President of Mexico’s 

upstream regulator, the Comisión Nacional de 

Hidrocarburos (CNH), is sceptical that promoting the 

right culture is enough to ensure safety in the oil and gas 

industry. “I am much more inclined to believe in the power 

of incentives,” he explains. “What we saw after Macondo 

is that the international industry hasn’t invested as much 

in safety and containment as it has in exploration and 

production activities. The reason for this is simple: as a 

result of investing in E&P, companies get the results and 

profits they need. But that link is not so clear when talking 

about safety. Companies ask themselves, ‘Where is my 

profit? How do I see my profit and loss change if I invest 

in new containment capabilities?’ The answer to these 

questions informs their view of investment in safety.

“This short-term view is not only a problem within Pemex. 

It is also a problem in the private sector, fuelled by the fact 

that there is no direct connection between investment in 

safety and profit and loss results. That is why, after so many 

decades, technology in containment and safety hasn’t 

improved enough.” As an example of this attitude, Zepeda 

Molina points to the fact that initially the only containment 

solution for Macondo blowout were relief wells (capping 

stacks were not available at that time but were developed 

later to contain this disaster), the same technology that was 

used in 1979 to contain Mexico’s Ixtoc-1 spill. “Why has the 

technology changed so rapidly in other areas in the oil sector, 

but not in safety and containment? The reason again is that 

companies are driven by profits, and investing in safety does 

not provide clear profits. So, what is the answer? For me 

the answer is not cultural. The answer is correct regulation. 

As regulators, we should provide a legal framework so that 

companies have the incentives to invest in safety.”

Creating the incentive for companies to invest in safety, 

according to Zepeda Molina, means requiring them to buy 

insurance before they begin a project. “If these companies 

are forced to face the price of the risk, then they will define 

their portfolio more wisely. In the weeks after the Macondo 

blowout, the insurance premium for deepwater operations 

increased by 100%. Even in shallow water, it increased 

30%. People realized that the risk was much higher than 

premiums had previously suggested. 

“The problem with this proposal of mandatory insurance 

is that in many countries, such as the US, insurance is 

not required. Industry regulators only ask companies 

to show financial responsibility, which can be proved by 

either presenting an insurance policy, or showing the 

The countries that currently participate in the International 

Regulators Forum are Australia, Norway, the USA, 

Denmark, Mexico through the National Hydrocarbons 

Commission (CNH), New Zealand, Canada, Brazil, the UK 

and the Netherlands. The CNH sees this membership as 

an opportunity to bring international safety standards to 

Mexico, and learn from other countries on the best way 

to regulate the o�shore industry. The Mexican regulator 

became the 11th organization and the 10th country to 

become an IRF member in November 2010. The forum’s 

first extraordinary meeting was held in the wake of the 

Macondo well blowout, to address issues related to the loss 

of well control not only at Macondo, but also at Montara, 

located o� the Australian coast. During the meeting, each 

member of the forum participated in a discussion over 

case studies about their response to recent incidents, 

including regulatory processes in place and best practices. 

Additionally, key associations and organizations briefed 

the committee on initiatives to improve o�shore safety. 

The outcomes from the extraordinary meeting were 

that the IRF should provide leadership on safety-related 

regulatory matters for o�shore oil and gas activities, 

agreeing to draft a strategic agenda, which has now 

been approved. The forum also agreed to continue 

strengthening the bonds between members to increase 

the amount of information shared. For issues directly 

relating to Macondo and Montara, the forum decided to 

develop an audit protocol looking at blowout preventer 

integrity and operational issues for use by all IRF members. 

In 2011, the IRF followed up with a second extraordinary 

meeting in Stavanger, Norway to discuss the implications 

of recent events on the o�shore oil and gas industry. Over 

200 industry professionals attended the meeting. 

O�shore oil and gas projects often transcend national 

boundaries, either because of the equipment and personnel 

being shipped from location to location or because of 

integrated operations extending over national boundaries. 

In order to improve the health and safety standards in the 

o�shore industry, the o�shore regulators decided in 1994 

to create a forum where national o�shore regulators could 

meet and share information in order to improve international 

safety performance of the o�shore oil and gas industry. 

The objectives of the International Regulators Forum (IRF) 

are to promote the philosophy that safety is inseparable 

from good economic project performance, and to promote 

an exchange of information between national regulators 

on o�shore health and safety trends, industry health and 

safety performance, lessons from incidents, industry best 

practice, regulatory best practice, and the e�ectiveness 

of di�erent regulatory activities. The forum hopes also 

to be a place where national regulators can go for advice 

when required. The IRF tries to achieve these objectives 

through an annual plenary meeting, and communication 

between members as the need arises. Topics discussed 

at the annual meeting include country updates, covering 

health and safety issues of common interest, and technical 

sessions that address matters such as lessons learnt 

from previous incidents, research findings and regulatory 

initiatives. During the meetings the regulators also arrange 

the work schedule for the following year, decide on shared 

projects and how the workload is to be divided. 

The IRF also started a database on the safety performance 

of member countries in o�shore activities in order to draw 

comparisons. In order to do this, the international forum 

decided upon common guidelines for data collection. The 

factors taken into account include the number of fatalities 

and major injuries, as well as collisions, fires and the loss 

of control of wells. To put the figures into context, factors 

such as the number of o�shore installations and well-

related activity, as well as the total hours worked are also 

taken into account. In the case of Mexico, there were two 

major collisions and five major fires reported in 2010 for a 

total of 696 o�shore installations. In comparison, the US 

reports seven major collisions and one major fire, but for 

3,528 o�shore installations. Some IRF participants did not 

present all the information because data was not available 

or had not been collected in years past.

The IRF also looks on the brighter side of the o�shore oil and 

gas industry by distributing awards that reward contributions 

to safety within this industry sector. The award is called the 

IRF Carolita Kallaur award and contractors or operators are 

eligible, as well as specific people or institutions. 
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line of credit with Nafinsa, Mexico’s largest development 

bank, to complement smaller lines of credit that we have 

secured with local niche banks.   

Q: Pension funds are generally not known for their large 

risk tolerance, which implies that NAVIX will have to 

operate with a client base that matches the desired risk 

profile. To what extent has Pemex’s relatively stable credit 

rating, and its position as the primary client for most 

companies in the Mexican oil and gas industry, influenced 

the focus of NAVIX on the oil and gas industry?

A: The credit rating of Pemex is very important. Most people 

who understand Mexico feel very comfortable with Pemex’s 

credit risk: it is a sovereign credit risk that is fully backed 

by the Mexican government. From an obligor perspective, 

Pemex is a great risk. You do have to understand that we are 

not financing Pemex directly; we are financing companies 

that provide services to Pemex, so there is an element of 

performance risk involved in all of our transactions. That is the 

reason why there is a spread di�erential between the rates 

that we charge companies operating in the energy space and 

the yield that a Pemex note would generate over the same 

period of time. If you can structure a transaction in a way that 

mitigates or eliminates most risks typically associated with a 

credit transaction, you e�ectively isolate that performance 

risk. We have specialized in evaluating performance risk, and 

by developing a unique capacity to measure and control this 

risk we are able to create a very secure product. We enable 

the company that we are financing to focus on what they 

are very good at doing from a technical and operational 

point of view, and that translates into preserving our source 

of payment, which are the cash flows associated with the 

Pemex contract. This is something that the pension funds 

perceived and appreciated when we did our road show for 

the issuance of the CKDs. The risk-return profile for this 

product is very attractive because it generates a very good 

yield with limited risk. 

Q: The introduction of incentive-based integrated E&P 

contracts must present an opportunity for NAVIX, but 

also a headache because it becomes more di�cult to 

assess the risk of a project since it is not just about money 

anymore…

Q: What has been the impact of the global financial crisis 

and resulting volatility in the financial markets on both the 

structured finance market in Mexico and the development 

of NAVIX?

A: The crisis had a profound e�ect on the availability of 

credit overall and consequently had an impact on Navix’s 

business model. Even though we have been involved 

in structured finance for just over ten years, Navix as a 

company only emerged in late 2007, shortly before the 

onset of the financial crisis. As the crisis deepened and 

became widespread, it became evident that Navix would 

be unable to secure the lines of credit it required to pursue 

an intermediation-based business model. As a result, we 

reinvented ourselves and through a co-financing format 

sought investors that not only had an appetite for yield 

but that were also sophisticated enough to appreciate the 

unique platform that Navix has to underwrite (origination, 

credit analysis, structuring) and service transactions with 

a unique and very attractive risk-return profile. Once we 

secured the capital that gave viability to our business 

model, Navix focused its structured lending practice on 

sectors that our core management team had been actively 

financing in the preceding years and that had little or no 

correlation to the overall performance of the economy, 

most notably the oil and gas services sector. The demands 

for working and growth capital in this industry were 

increasing significantly as a function of Pemex’s massive 

investment programme aimed at replenishing reserves and 

o�setting the decline of its main oil fields.  

Q: What is your main source of funding?

A: Certificados de Capital de Desarrollo, or CKDs, are our 

main source of funding today.  Last December we issued 

MX$4 billion (US$310 million) to the pension funds and 

together with our contribution we have over MX$5 billion 

(US$390 million) of funding capacity for energy sector 

projects in Mexico. In addition, we have co-financing 

agreements with US-based financial institutions, roughly 

US$250 million, which we utilize to fund our portfolio of 

loans across di�erent sectors and asset classes. We have 

been gradually expanding our funding sources to include 

local players and are currently in the process of closing a 

environment as regulations and contracts are fine-tuned. 

Q: The concept of providing capital together with financial 

advice and a certain degree of partnership has been very 

successful with Mexican companies. Are international 

companies not really in the market for the kind of product 

that you o�er? 

A: Some of the international companies that participate in 

the oilfield services space in Mexico typically have cheaper 

sources of capital. This is not a norm, but it is usually the 

case. We do have some international clients and have 

been working with clients that see a benefit in isolating 

their Mexican operation from the rest of their domestic 

or international operations. If we feel comfortable 

that they have the required expertise, then we will do 

transactions that are limited in recourse to their Mexican 

operation, which enables them to tie their financing to the  

local operation.

We do work mostly with Mexican companies. Not 

necessarily by design, but it is a reality that many medium-

sized Mexican companies oftentimes have the operational 

and technical capabilities to perform a contract, but their 

balance sheets are very weak. 

A: That is true. Under the old contracting regime the 

only real criteria for contract assignment was lowest 

unit cost o�ered. The qualifications to participate in 

a tender were fairly basic and simple, and Pemex did 

not really have the ability to discriminate based on 

more qualitative issues such as reliability, transfer 

of technology or other variables that in a di�erent 

context would be defining issues in awarding a contract. 

Pemex successfully transmitted the implications of 

these limitations to the legislators and has now been 

empowered to assign contracts on a value-driven 

basis rather than a cost-driven basis. The incentive-

based contracts will certainly make the analysis of the 

underwriting of a project more challenging, because 

there is more uncertainty in the cash flows that are a 

function of production. For example, when a company is 

assuming the operation of a field that already has some 

amount of production, revenue is a function of increases 

to the base line production assumed in the contract. 

Conversely, when a field has no initial production, the 

impact of this particular variable in the calculation of the 

revenue and profit is non-existent. It is certainly more 

challenging and will force us to keep up with a dynamic 
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To reach its 3 million bbl/day production target, Pemex does not just have to explore and 

produce more; it has to operate smarter. Pemex is constantly looking at ways to introduce new 

technologies and techniques to optimize its performance and streamline its processes.

New software architecture means that Pemex can more quickly view and analyse exploration 

and production data, leading to improved results. Real-time monitoring of production 

means that projects can be followed more closely, and adjustments can be made to boost  

productivity. Business software can help organize the company, streamline processes and  

boost e�ciency. 

This chapter is dedicated to looking at those technologies that Pemex has already introduced, 

investigating those that Pemex might be interested in for the future, and looking at the di�erent 

philosophies and methodologies of technology providers in the oil and gas industry.
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Pemex produced its first ever technology plan in 2011. 

It took a long time for the company to decide where 

it wanted to place its technology investments, and how 

it would organize researchers, technology sites and 

universities, but finally it is moving in the right direction 

and directly addressing its technology needs.

Q: Where is the inertia in the adoption of new 

technology? Is it at the Pemex level or does it come 

from elsewhere?

A: I think it comes from everywhere. What Pemex 

needs most to help it move more quickly to adopt 

new technologies is the correct legal framework to 

encourage the company to invest more in this area. 

Currently, the law states that Pemex can only invest in 

proven technologies. This means that Pemex is hesitant 

to invest in unproven techniques and equipment. If 

this were to change, it would mean that Pemex would 

be more willing to take risks, such as declaring some 

fields as research fields, and accepting that some money 

might be lost in the short term in order to justify long-

term gain. This type of attitude is starting to develop at 

Pemex, but it will take time.

Using the new technology plan e�ectively is an excellent 

way to ensure that Pemex continues to invest wisely in 

technology. For example, at Chicontepec, Pemex was not 

producing at the expected level, so the board stepped 

in to examine the project, and concluded that the NOC 

needed to invest more money in technology at the field 

before drilling more wells. This attitude is understood 

at the top levels of Pemex, and Carlos Morales Gil in 

particular has done a lot to incorporate new technology 

into the company, but still, the fact remains that at 

Chicontepec, the board had to step in, which shows that 

attitudes are not completely in the right place yet.

One major change that needs to be made is with Mexico’s 

oil and gas research centres. We need to work out the 

best way to motivate universities to dedicate e�ort, 

funds and faculty to working on developing oil and gas 

technologies in the long term. Many of these universities 

do not have specialists in the industry, which means they 

Q: How would you describe Pemex’s current attitude 

towards the utilization of advanced technologies in 

exploration and production?

A: Fifteen years ago, Cantarell was Pemex’s main source 

of oil, and extraction was extremely easy, cheap, and 

required limited technological capabilities. Cantarell was 

responsible for two-thirds of Mexico’s annual oil production 

at this point, and acquiring this production required little 

technological innovation. Although Pemex was regarded 

as an expert in shallow water production, the challenges 

that the company now has to face make this achievement 

small in comparison.

Pemex became complacent with regard to technology as a 

result of having its production assured by Cantarell. When 

faced with a decline in production, Pemex realized that it 

would have to start investing in exploration again, but that 

the process would be a long one. 

The field that many believed would be the replacement 

for Cantarell was Chicontepec, but Pemex quickly realized 

that the challenges this area posed were beyond its 

technological capabilities. It took Pemex several years 

to develop appropriate technology for Chicontepec, and 

even today we are not able to say with confidence that we 

have managed to achieve all we need to technology-wise 

at this field. Production and recovery rates are gradually 

improving, but we are still a long way from achieving what 

we would like to in this area.

Now we also have the promise of shale gas in Mexico. 

According to recent estimates, Mexico has more shale gas 

than the United States, but it seems to be located in an 

area of the country that has limited access to water, which 

is vital for shale gas production. If this is the case, then we 

need to find a technology strategy to deal with this issue, 

and develop a strategy that looks not only at production 

here, but also at new fields and in deepwater. 

Mexico is not used to investing in the long-term in the oil 

and gas industry, and for many years Pemex has been 

accustomed to thinking in the short term. We need to change 

the thinking of the company in order to adjust to making 

investments now that will crystallize in five to 10 years. 

Q: In the segments of automation and control, there 

seem to be two conflicting philosophies among 

providers – either the model that aims to provide 

integrated solutions, or those companies who want to 

be niche equipment providers only. Which does Pemex 

consider to be the best implementation model for their 

current project needs?

A:  In its current state of operations, integrated solutions 

are probably best for Pemex. The person running 

the project has to take responsibility for its outcome, 

which lowers the risk appetite of these managers and 

means that they are more likely to opt for integrated 

systems rather than taking a risk on implementing third-

party technologies on their own. We understand that 

the second option is more likely to lead to technology 

transfer, but we need to build our overall technology base 

more before this can become more useful to us. One key 

aspect of this is putting a team with a technology and 

research focus in every part of Pemex, not just at the 

corporate level.

Q: How important is real-time monitoring for Pemex at 

the moment, and why?

A: Pemex is definitely trying to move more towards 

centralized control of its processes. Measurement has 

become increasingly important for the company, which 

is reflected in the fact that this is now a key responsibility 

for Pemex employees. As a result of increasing fuel 

thefts, there is more pressure to measure correctly, 

and learn as quickly as possible when one of its fuel 

lines has been tapped. There is also the need to ensure 

that Pemex workers are not aiding the thieves, and 

regular measurement is one key to solving this problem.  

Of course, measurement also has safety and production 

implications – anything that is better monitored  

will mean that reaction times to problems will 

improve, whether these events have safety or  

productivity implications.

will need money to train people, send them abroad, and 

start dedicated research centres. 

Another challenge lies with the IMP, Pemex’s research 

arm. A change of mindset needs to happen here, so 

that researchers concentrate on the needs of Pemex, 

rather than their own individual interests. In order to 

do this, and help the IMP to help us in areas such as 

shale and deepwater, we have to be willing to fund the 

organization at a higher level.

Q: How is Pemex currently prioritizing its technology 

focus?

A: When the technology plan was being created for the 

first time, Pemex looked at every process across the 

business and asked itself where there were problems that 

had a basis in technology. When these areas had been 

identified, they were split into three categories: those 

problems where Pemex would have to buy technology, 

those where technology could be transferred, and 

technologies that have to be developed by Pemex itself. 

Buying technology is relatively simple; transferring 

technology requires relationships to be developed and 

contracting methods to be fine-tuned, and developing 

your own technology means creating innovative ways to 

fund research.

A few years ago, Pemex started putting aside around 

US$0.50 of every barrel of production and placing 

it in a fund dedicated to research. The problem with 

this fund is that there is currently not enough research 

taking place in Mexico to be funded with the revenues 

collected. Pemex now needs to spur research in the 

areas where it most needs it, which it can do with this 

fund. The challenge for them is analysing which projects 

are worthwhile and which are not. This activity will start 

to develop Mexico’s oil and gas research capabilities, 

but it will take at least five years before this plan is  

fully implemented. 

C-0018, Mexico Oil & Gas Review (2012)



233232

| VIEW FROM THE TOP

MAKING 
TECHNOLOGY WORK 
FOR PEMEX
HÉCTOR MOREIRA RODRÍGUEZ
Professional Board Member of Pemex

Pemex produced its first ever technology plan in 2011. 

It took a long time for the company to decide where 

it wanted to place its technology investments, and how 

it would organize researchers, technology sites and 

universities, but finally it is moving in the right direction 

and directly addressing its technology needs.

Q: Where is the inertia in the adoption of new 

technology? Is it at the Pemex level or does it come 

from elsewhere?

A: I think it comes from everywhere. What Pemex 

needs most to help it move more quickly to adopt 

new technologies is the correct legal framework to 

encourage the company to invest more in this area. 

Currently, the law states that Pemex can only invest in 

proven technologies. This means that Pemex is hesitant 

to invest in unproven techniques and equipment. If 

this were to change, it would mean that Pemex would 

be more willing to take risks, such as declaring some 

fields as research fields, and accepting that some money 

might be lost in the short term in order to justify long-

term gain. This type of attitude is starting to develop at 

Pemex, but it will take time.

Using the new technology plan e�ectively is an excellent 

way to ensure that Pemex continues to invest wisely in 

technology. For example, at Chicontepec, Pemex was not 

producing at the expected level, so the board stepped 

in to examine the project, and concluded that the NOC 

needed to invest more money in technology at the field 

before drilling more wells. This attitude is understood 

at the top levels of Pemex, and Carlos Morales Gil in 

particular has done a lot to incorporate new technology 

into the company, but still, the fact remains that at 

Chicontepec, the board had to step in, which shows that 

attitudes are not completely in the right place yet.

One major change that needs to be made is with Mexico’s 

oil and gas research centres. We need to work out the 

best way to motivate universities to dedicate e�ort, 

funds and faculty to working on developing oil and gas 

technologies in the long term. Many of these universities 

do not have specialists in the industry, which means they 

Q: How would you describe Pemex’s current attitude 

towards the utilization of advanced technologies in 

exploration and production?

A: Fifteen years ago, Cantarell was Pemex’s main source 

of oil, and extraction was extremely easy, cheap, and 

required limited technological capabilities. Cantarell was 

responsible for two-thirds of Mexico’s annual oil production 

at this point, and acquiring this production required little 

technological innovation. Although Pemex was regarded 

as an expert in shallow water production, the challenges 

that the company now has to face make this achievement 

small in comparison.

Pemex became complacent with regard to technology as a 

result of having its production assured by Cantarell. When 

faced with a decline in production, Pemex realized that it 

would have to start investing in exploration again, but that 

the process would be a long one. 

The field that many believed would be the replacement 

for Cantarell was Chicontepec, but Pemex quickly realized 

that the challenges this area posed were beyond its 

technological capabilities. It took Pemex several years 

to develop appropriate technology for Chicontepec, and 

even today we are not able to say with confidence that we 

have managed to achieve all we need to technology-wise 

at this field. Production and recovery rates are gradually 

improving, but we are still a long way from achieving what 

we would like to in this area.

Now we also have the promise of shale gas in Mexico. 

According to recent estimates, Mexico has more shale gas 

than the United States, but it seems to be located in an 

area of the country that has limited access to water, which 

is vital for shale gas production. If this is the case, then we 

need to find a technology strategy to deal with this issue, 

and develop a strategy that looks not only at production 

here, but also at new fields and in deepwater. 

Mexico is not used to investing in the long-term in the oil 

and gas industry, and for many years Pemex has been 

accustomed to thinking in the short term. We need to change 

the thinking of the company in order to adjust to making 

investments now that will crystallize in five to 10 years. 
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more before this can become more useful to us. One key 

aspect of this is putting a team with a technology and 

research focus in every part of Pemex, not just at the 

corporate level.
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A: Pemex is definitely trying to move more towards 

centralized control of its processes. Measurement has 

become increasingly important for the company, which 

is reflected in the fact that this is now a key responsibility 

for Pemex employees. As a result of increasing fuel 

thefts, there is more pressure to measure correctly, 
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will need money to train people, send them abroad, and 

start dedicated research centres. 
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to develop Mexico’s oil and gas research capabilities, 

but it will take at least five years before this plan is  

fully implemented. 
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OSIsoft’s Mexico Country Manager, Silverio Cavazos, shares his vision on the importance of a holistic approach across 

Pemex’s four divisions:

We started working with Pemex in the early 1990s, initially with Pemex Refining and later on also with the other divisions. 

All Pemex refineries use our technology, all natural gas and petrochemical complexes use it, and in exploration and 

production our solutions are used in various di�erent fields, mainly facilitating real time monitoring of the operations. 

OSIsoft has a significant footprint in Pemex, and the interaction between the installed solutions across the divisions 

ensures that overall impact is greater than the sum of its parts.
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GROWING MARKET FOR  
REAL-TIME DATA INFRASTRUCTURE

in place a series of key performance indicators (KPIs) 

that can compare the performance of multiple control 

systems at multiple locations: a hot topic in the oil and gas  

industry today. 

Cavazos explains why, although the company started in 

Mexico’s downstream, today their PI System is mostly used 

in the upstream: “At a refinery, you have a big complex 

and a lot of signals, but at the end of the day it is just 

one physical place. In the upstream, operators have several 

fields that are dispersed geographically. Companies do not 

have a big control system for all these wells; rather, there 

is a SCADA system in place for each one. Our technology 

can bring all these control systems together and monitor 

the performance of each well.”

Although some control system vendors use OSIsoft 

software in their products under OEM agreements, the 

software company normally deals directly with the oil and 

gas operator; this is also true in Mexico. The advantages for 

Pemex also extend to security systems, which has become 

increasingly important.

With other oil and gas companies around the world, 

OSIsoft has exchange agreements in place to provide 

their software across the whole value chain of activities, 

and this is being discussed in Mexico. Cavazos says that, 

under the current level of integration, Pemex is only taking 

advantage of 40% of OSIsoft’s full o�ering. 

OSIsoft has been providing its software services and 

technologies to the Mexican oil and gas industry since the 

1990s, first in Pemex’s refineries and later expanding to 

include gas, petrochemicals, and E&P. OSIsoft is focused 

on providing its own brand of software system architecture 

that groups various data sets and displays them together, 

thus allowing the user to compare historic data to real-

time results and make production and control decisions.

OSIsoft’s Mexico Country Manager, Silverio Cavazos, 

explains that the company sees itself as “control system 

agnostic.” In other words, the OSIsoft system can be used 

with many di�erent control systems, and display data from 

them all in a way that is easy to compare results. Cavazos 

says, “OSIsoft is a software company; we are not attached 

or related to any provider of control systems, and OSIsoft 

is the only company that has more than 450 interfaces 

to connect these di�erent control systems and software 

infrastructure. We can connect to SCADA (supervisory 

and control and data acquisition) systems, dynamic 

control systems (DCS) and energy management systems 

(EMS), and many others, but also with business systems 

such as SAP, and internet data. So the benefit that not 

only Pemex but other oil companies are getting from our 

system is visibility of real time information across the value 

chain. From production to the end point of distribution, 

companies using OSIsoft software have integrated visibility 

of all these operations.”

He adds that the benefit of the OSIsoft infrastructure is 

access to a long history of the processes being monitored; 

the operator can compare five years of operations on the 

original resolution of the values. OSIsoft’s software works 

in three phases: the interface area, where information is 

acquired, the historical data and calculation abilities, and 

then visualisation. Visualisation tools are available both 

through the physical systems and over the Internet, which 

makes for easier analysis and gives the whole corporation 

a view of the data.

OSIsoft’s PI System architecture allows an operator to view 

historical data of control system performance while putting 

Silverio Cavazos, Country Manager Mexico of OSIsoft
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gas sector in the years to come, from preparing for shale 

gas development, to solving transportation challenges, 

moving to deepwater exploration and production and 

modernizing its refinery infrastructure. Adam says that the 

safety and security solutions the company provides are 

directly applicable to many of these development areas, 

and sees a good opportunity to grow the business in 

Mexico as a result.

Safety and control, advanced application solutions, and 

instrumentation are at the core of Invensys’ o�ering to 

the oil and gas industry, and in Mexico the company has 

installed more than 200 control systems, 100 SIL3 Triconex 

systems and a large SCADA at Burgos region. Adam 

says that Invensys’ unique selling point is its continuous 

innovation and easy to use Wonderware InTouch and 

ArchestrA System Platform software products for use in 

HMI, supervisory and SCADA applications. Adam points 

out that Invensys has achieved the market share leading 

position as a global provider of human machine interface 

(HMI) software and services according to a recent ARC 

Advisory Group market study.

Adam hopes that one key area of opportunity for Invensys 

in Mexico will be shale gas. The company has a safety and 

control solution that has been well tested in the US, which 

Invensys believes could be very suitable as Pemex starts to 

develop its shale gas resources. Adam says that in addition, 

he hopes to see an increase in the uptake of Invensys 

solutions in order to improve safety at oil production 

projects. “Our solutions give our customers the chance 

to improve personnel and systems safety, while reducing 

emissions and costs, and reducing insurance premiums. 

These advantages are in addition to the production 

benefits a company will see as a result of adopting  

these systems.”

“It is a great challenge to provide long term technology-

based safety and security solutions to state-owned 

companies,” says Matías Adam, Invensys’ Managing 

Director for Mexico and Central America and Business 

Operation & Planning Director for Latin America. “In 

Latin America, it is a particular challenge, as companies 

are generally less risk-averse than in other countries. In 

Pemex, the political nature of the company hinders long-

term planning. Therefore, part of our supportive focus is 

to provide in the short-term, and to argue the case for 

implementing lasting strategies for a long-term plan that 

increases e�ciency and profitability, besides improving 

information and decision-making.”

Adam points out that Invensys has invested heavily in the 

potential of the region. As well as running an operation in 

Mexico with over 3,500 employees and large manufacturing 

facilities in the country, Invensys has recently opened an 

engineering excellence centre in the Mexican city of San 

Luís Potosí. The mission of the engineering excellence 

centres (EEC) organization is to build a “high value global 

engineering network for Invensys Operations Management, 

providing global standardization, unparalleled e�ciency 

and highly unified quality of outcomes and capabilities at 

the lowest possible competitive cost.” 

The EEC is a global organization providing project 

management, lead engineering, application engineering, 

design, FAT, SAT and field services for all Invensys’ 

operations management regional o�ces and customers 

in six continents. Proficient in I/A Series DCS, Triconex, 

InFusion, TMC, SCADA, OTS, OPC,  and also the organization 

supports all industries from the oil & gas, power, nuclear, 

mining and metals sectors, to pulp and paper and many 

others. Adam hopes that Invensys will work hand in hand 

with Pemex and the Mexican government as it embarks 

on an ambitious development programme in the oil and 

| VIEW FROM THE TOP

ORGANIZATIONAL 
CHANGE TO MATCH 
MARKET TRENDS
ADALBERTO PÉREZ
Manager of Endress+Hauser’s Oil and Gas Unit

A: We will increase our market presence in the most 

important places. Our main focus is additional presence 

in the locations of key Pemex facilities. In the past, we 

shared resources amongst various sectors, but since those 

employees in the oil and gas business unit are now only 

focused on one area, they will have the time to be present 

fulltime in key locations such as refineries, and to focus on 

one particular area of expertise. 

Structurally, we target Pemex both from the top-down and 

the bottom-up. We have a team of people going to Pemex 

headquarters, as they are the ones signing the contracts. 

In the past we have not allocated substantial resources to 

communicating with the top levels of Pemex, but focused 

on the upper-mid level personnel at Pemex and given 

them technical presentations on our newest technologies 

and solutions. 

Regarding our bottom-up approach, we also have people 

on the field in di�erent regions of the country. We divided 

the country into three main regions and we have people 

stationed in each. In order to create a visible face for 

Pemex’s four divisions, we also have to go to the EPC 

contractors and system integrators. Our business with 

these companies is important, because they have to 

maintain the Pemex facilities, while we supply them with 

our solutions. So far, we have primarily been trying to get 

Mexican business or market share in a direct fashion, but 

we have to continue learning how to better approach the 

market through EPCs and other third parties. 

Q: Which products are you focusing on for the Mexican oil 

and gas industry? 

A: We are focusing on level and flow meters and 

pressure control systems. For every product line that 

Endress+Hauser has, we have a very unique sense of it. 

It’s important that every product o�ers benefits to our 

customers, for instance the mass meter for measure flow 

where the size is of benefit to the customer, because they 

don’t have to invest a lot in the structure and additional 

materials. Endress+Hauser invests a lot of money in 

the development of new technologies for the oil and  

gas industry.

Endress+Hauser is a global provider of measurement 

instrumentation, services and solutions for industrial 

process engineering. For over five decades, the company 

has been providing instrumentation to the oil and gas 

industry in the areas of exploration, production, refineries 

and logistics. Endress+Hauser has had a direct presence 

in Mexico since 1999, and recently decided to create a 

dedicated oil and gas division in order to optimize its value 

proposition to the industry. Adalberto Pérez, Manager of 

Endress+Hauser’s Oil and Gas Unit, explains the rationale 

behind this strategic decision. 

Q: In Mexico, Endress+Hauser has recently undergone a 

restructuring in order to better focus on opportunities 

in the country’s oil and gas sector. Why did you feel this 

restructuring was necessary, and what have been the 

major advantages to come out of the change?

A: In the past, Endress+Hauser in Mexico was organized in 

such a way that the sales process was established first, and 

then the di�erent processes that we have in the company, 

including the marketing plan, the service projects and 

solutions came afterwards. However, at the end of 2010, 

we realized that the oil and gas industry was such an 

important part of our business in Mexico that we needed 

to put a special emphasis on it. Our proposal was to set 

up a business unit dedicated to doing business with the 

four divisions of Pemex. The Mexican oil and gas industry 

is very connected and, in most cases, you have only one 

end customer: Pemex. The new business unit consists of 

all the functions needed to drive business in the oil and 

gas sector. 

Q: What were the main objectives of this organizational 

change? 

A: To grow the company’s market share in Mexico. Analysis 

shows that our current position is between one and two 

percent market share. We want to get extra market share 

from now until 2015. Currently, Endress+Hauser Mexico has 

a one digit profit in millions of US dollars, and we want to 

reach double digits by the end of 2015. 

Q: What will the customer notice as a result of this 

restructuring? 

INTELLIGENT FIELD SOLUTIONS TO 
OPTIMIZE PRODUCTION

Pemex’s platforms had little to no power available to 

run it; another was the lack of existing communications 

infrastructure in place on the platforms. The result was 

the design of a system powered by wireless technology 

and batteries, and a system that improves productivity, 

data availability and worker safety. The implementation 

of wireless and battery powered systems also meant that 

installation costs were significantly lower than from a 

conventional wired system.

Pemex contracted Emerson to install an ‘intelligent field’ 

system at its Cantarell field with the intention of reducing 

the number of trips that the NOC’s personnel had to 

make by boat to gather data on the field’s 50 platforms. 

Hurricanes and distance from the shore meant that 

before the system was implemented, monitoring rigs and 

emergency shutdown systems was a drawn-out process. 

One of the major challenges faced by Emerson in the 

installation of its intelligent field system was the fact that 

MEXICO JOINS INVENSYS’ GLOBAL 
ENGINEERING NETWORK
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and batteries, and a system that improves productivity, 

data availability and worker safety. The implementation 

of wireless and battery powered systems also meant that 

installation costs were significantly lower than from a 

conventional wired system.

Pemex contracted Emerson to install an ‘intelligent field’ 

system at its Cantarell field with the intention of reducing 

the number of trips that the NOC’s personnel had to 

make by boat to gather data on the field’s 50 platforms. 

Hurricanes and distance from the shore meant that 

before the system was implemented, monitoring rigs and 

emergency shutdown systems was a drawn-out process. 

One of the major challenges faced by Emerson in the 

installation of its intelligent field system was the fact that 
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implementation of best business practices for its industry 

knowledge with advanced technological architecture. 

SAP evolves over time by taking appropriate measures 

to adapt to economic and business needs to ensure  

long-term competitiveness.

Once standardized, the suite of programmes and  

philosophy from SAP brings businesses to top 

levels of organization. This occurs because the 

technological infrastructure gives the opportunity 

to integrate information from several sources 

within the company. Everything is integrated and 

that helps companies to be more competitive in  

the market. 

Q: How is the demand for this technology developing in 

Mexico?

A: There is a growing demand. At the very beginning, it 

was only the big companies looking for SAP solutions. 

Of course, they are not cheap, but should be considered 

from a cost-benefit perspective. SAP has also developed 

a mid-range suite of products, so that smaller companies 

can also have access. Mid-range companies and larger 

companies are looking at these technologies.

80% of our portfolio is related to SAP. On top of this, we 

also have the SAP consultancy and a software factory 

based on Advanced Business Application Programming 

(ABAP) & JAVA, which is the SAP programming language. 

We started this software factory because some clients 

want to have some tailored parts of the system, which  

is possible.

We also develop products that are not SAP-based. We 

have in our portfolio mobility products, which combined 

with business intelligence allow our clients to see their 

production or logistics on the move, wherever they need 

to take decisions. This is also being developed in our 

software factory. 

SAP is one of the world’s leading business software 

providers. BIC Consulting is one of Mexico’s eight education 

partners for introducing SAP software to businesses. They 

help train those companies adopting SAP software in the 

best way to use it and to help them integrate it into their 

business. Saúl Sánchez, Partner at BIC Consulting, explains 

the demand for SAP software in Mexico today, and the way 

his company is integrating SAP into their o�ering. 

Q: How would you describe the main consulting needs of 

Mexican businesses today, and how has BIC Consulting 

shaped its business strategy to take advantage of the 

current market situation?

A: There are several market needs besides the ones related 

to the technical core of each industry, such as management, 

processes and strategy. BIC aims to help companies gain 

technological competence as a means to achieve business 

results. Although in Mexico, technological competencies 

have grown in recent years, the years to come will be  

very important. 

Q: How has BIC Consulting worked to build its business 

around those needs?

A: BIC has implemented its intellectual capital strategy in 

two directions. One has been to celebrate joint ventures 

with prestigious organizations such as the CIPM (Colegio 

de Ingenieros Petroleros de México – Mexican College of 

Petroleum Engineers), SAP, and HP. The other has been to 

put into operation what we have called the ‘talent factory’ 

that addresses current market needs. We have agreements 

with several important universities in Mexico to take young 

people at the final stages of their degree and invite them 

to be part of this talent factory. We then select the best 

among them, plan a career path and then invite them to 

come and work with us, mainly focus on engineering and 

business areas. 

Q: One of your biggest areas of focus is the implementation 

of SAP systems into Mexican business. What are the 

advantages for Mexican businesses in adopting SAP  

ERP systems?

A: We are one of the eight Educational Partners for SAP 

in Mexico, providing training on their behalf. To implement 

the system, there are also delivery partners. SAP is the 

world’s largest business software company with more than 

35 years of experience. It is present in over 120 countries 

and currently has over 40,000 customers.

SAP has more than 25 specialized industry solutions, 

for sectors such as oil and gas, aerospace and defence, 

the public sector, pharmaceuticals, automotive 

and high tech, among many others. SAP allows the 
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We also develop products that are not SAP-based. We 
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with business intelligence allow our clients to see their 

production or logistics on the move, wherever they need 

to take decisions. This is also being developed in our 

software factory. 

SAP is one of the world’s leading business software 

providers. BIC Consulting is one of Mexico’s eight education 

partners for introducing SAP software to businesses. They 

help train those companies adopting SAP software in the 

best way to use it and to help them integrate it into their 

business. Saúl Sánchez, Partner at BIC Consulting, explains 

the demand for SAP software in Mexico today, and the way 

his company is integrating SAP into their o�ering. 

Q: How would you describe the main consulting needs of 

Mexican businesses today, and how has BIC Consulting 

shaped its business strategy to take advantage of the 

current market situation?

A: There are several market needs besides the ones related 

to the technical core of each industry, such as management, 

processes and strategy. BIC aims to help companies gain 

technological competence as a means to achieve business 

results. Although in Mexico, technological competencies 

have grown in recent years, the years to come will be  

very important. 

Q: How has BIC Consulting worked to build its business 

around those needs?

A: BIC has implemented its intellectual capital strategy in 

two directions. One has been to celebrate joint ventures 

with prestigious organizations such as the CIPM (Colegio 

de Ingenieros Petroleros de México – Mexican College of 

Petroleum Engineers), SAP, and HP. The other has been to 

put into operation what we have called the ‘talent factory’ 

that addresses current market needs. We have agreements 

with several important universities in Mexico to take young 

people at the final stages of their degree and invite them 

to be part of this talent factory. We then select the best 

among them, plan a career path and then invite them to 

come and work with us, mainly focus on engineering and 

business areas. 

Q: One of your biggest areas of focus is the implementation 

of SAP systems into Mexican business. What are the 

advantages for Mexican businesses in adopting SAP  

ERP systems?

A: We are one of the eight Educational Partners for SAP 

in Mexico, providing training on their behalf. To implement 

the system, there are also delivery partners. SAP is the 

world’s largest business software company with more than 

35 years of experience. It is present in over 120 countries 

and currently has over 40,000 customers.

SAP has more than 25 specialized industry solutions, 

for sectors such as oil and gas, aerospace and defence, 

the public sector, pharmaceuticals, automotive 

and high tech, among many others. SAP allows the 
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better ideas in the end. Rapid failure is an absolute key part 

of the experimental process. 

Q: In the end, are you selling technology or are you selling 

a new mindset for business development and innovation?

A: From our point of view, we are selling a new mindset. We 

are selling the mindset of the medical doctor working with 

a couple of system engineers to build a medical device, 

the petrochemical engineer working with a couple of 

system designers to develop a leak detection device. Our 

business philosophy is to enable domain experts to drive 

innovation, not huge teams of programmers that hold the 

innovation process hostage. We are trying to shift towards 

rapid innovation by small teams. By default, this means 

that we have a strong focus on working with small and 

medium-sized enterprises. Our core market is not going 

to be the established guys who are always going to keep 

doing things the way they always have; our customers are 

the guys who are going to disrupt the incumbents. As we 

provide them with tools to disrupt, they drive our business.

Q: How can you accelerate this process in Mexico rather 

than waiting for time to work for you?

A: Academic investment is the ballgame for us. It is a 

bigger portion of our business in Mexico than it is at a 

global level. If we can succeed in inspiring engineers to 

view the science of measurement and control through our 

tools, then we will do two things. We will help inspire the 

next generation of engineers, because it is a lot more fun 

than matrix math to be building robots, and we will also be 

inspiring the next generation of our customers, which is a 

convenient combination. 

Emerging markets generally are a little more afraid 

of failure, which is an interesting dynamic that a�ects 

our market position. We tend to have more traction in 

countries where people are given more freedom to try 

things, and countries that recognize that failure is part 

of learning tend to respond better to our tools.  We are 

enabling people to try lots of things quicker. By definition 

more ideas will fail, but almost by definition they will get 

BUILDING BLOCKS 
THAT INSPIRE 
INNOVATION
ALEX DAVERN
CFO, COO, and Executive Vice President for National 

Instruments

box instruments is seven or eight years, and they take a 

couple of years to design. Generally when you buy box 

instruments, you are buying a processor that is at least five 

years old. So people end up buying redundant, obsolete 

technology that is sold in a relatively low volume at a fairly 

high price, and they are stuck with a computing platform 

that is not designed for upgrades. 

We o�er solutions based on components that are both 

modern and upgradable. LabVIEW was designed from 

the very beginning as a multi-threaded application that 

executes with very high e�ciency on multi-core, so 

you can speed up your system and leverage the latest 

technology without having to scrap everything else; you 

just replace one element. Our real advantage is that we 

disaggregate the application and then iterate on the 

individual components, separately, not as a monolithic 

thing. That allows us to bring out an almost infinite number 

of combinations and allows engineers to build exactly 

what they want. The real di�erentiation for us in the end is 

the combination of leveraging commercial technology in 

modular pieces that you iterate on individually, and which 

are integrated by LabVIEW software. 

Q: While engineers may be very excited about your 

tools, they are often not the ones making the purchasing 

decision. How do you overcome this hurdle?

A: That is a real evolution of National Instruments as a 

company. For the first 20 years of the company’s history we 

sold almost exclusively at the individual engineer level. We 

put a huge focus on education, which is the biggest market 

for National Instruments and represents 12% of revenue. 

Over time, kids become college graduates, then become 

engineers, then become managers, then become directors, 

and then become VPs. Without a shadow of a doubt, the 

demographics are moving in our favour, especially since 

we have been around for 35 years. Also, younger engineers 

are a lot more comfortable with software-centric systems 

that they interact with and programme as opposed to 

older engineers. They use LabVIEW as a tool to develop 

successful projects, and carry their enthusiasm for our 

products with them as they get promoted. Time is on  

our side. 

Q: How does National Instruments’ innovation philosophy 

set the company apart from other companies operating in 

the same domain?

A: National Instruments was founded by two men: Dr. 

James Truchard, who is a physicist with a Ph.D in Electrical 

Engineering, and Je� Kodosky, who is a computer scientist. It 

is the marriage between hardware and software that creates 

our unique position in the industry. Our vision is to provide 

tools to promote productivity for scientists and engineers. 

We do this by abstracting the application needs of our 

customers into common themes that we call application 

platforms. This allows us to capture application patterns 

where we can identify commonalities and try to build a 

higher level representation so that they can leverage it in a 

multitude of industries. The fundamental di�erence between 

National Instruments components and the box solutions is 

that we try to unleash the innovativeness of engineers.

National Instruments’ vision would not come to life without 

the very extensive leveraging of commercial technology 

across three areas: processor technology, FPGAs and 

ADCs. Our goal is to work early in the development cycle 

with companies like Intel, AMD, ARM, Altera, ADI, and TI to 

help them tune their very powerful products a little bit. In 

this way, we can capture the mountain of R&D investment 

of these companies and repurpose their innovations 

for other applications. The truth is that 99% of the R&D 

required to deliver our solutions is actually done by 

other people. We take those raw elements of commercial 

technology and try to take them the extra mile, which the 

general purpose industry does not do. The secret of what 

we do is our ability to enable our customers to leverage 

that technology. 

Q: How does the “taking technology one step further” 

approach work for your customers? 

A: In my experience, all engineers innately want to build 

things. This gives us a strong advantage, because we 

allow people to do what they want to do. You have the 

old “nobody ever got fired for buying IBM” rule. Similarly, 

nobody ever got fired for buying a box solution from some 

of our box competitors. So how do we outmanoeuvre 

them? The truth is that the life-in-market of most of these 

In the Mexican oil and gas industry, National Instruments has a multi-tiered approach. 

Firstly, through partnerships with international companies like Key Energy, a US 

workover company with operations in Mexico, National Instruments’ technology 

has a chance to gain exposure in the Mexican market and obtain references of its 

compliance with Mexican norms, law, regulations, and safety standards. Secondly, 

National Instruments builds lasting partnerships in the local market by providing 

the technology that enables promising companies to better compete for tenders. 

Thirdly, National Instruments is also trialing a number of projects directly with 

Pemex. “In the end, what really matters to Pemex managers is the solution to their 

needs rather than the tools used to solve them,” explains Juan Carlos Castillo, 

Branch Manager of National Instruments in Mexico. “They need to solve a problem 

and want the best solution. When you approach the customer at that level, our 

position may seem weak. However, when you go slightly below that level and move 

to the level of implementation, managers recognize the beauty of our products’ capabilities to adapt to their needs versus 

the traditional model where providers o�er a take-it-or-leave-it solution. At the same time, our products are complementary 

with existing infrastructure.” 

A good example of this approach is the SIMVO crude oil and management system initiated by a group of visionary Pemex 

engineers. Traditionally, Pemex outsources the implementation of such projects through a bidding process. The decision to 

develop the system in-house resulted in a number of implementation challenges. National Instruments’ LabVIEW software 

was selected as the optimal solution for the challenge of integrating a mixture of programmable logic controllers and 

technologies into Pemex’s existing platform. Today, the system measures 4,000 di�erent variables, and National Instruments 

is working to upgrade and expand it to other areas. 

Castillo is clear about the challenges that lie ahead in the Mexican oil and gas market. “Our first goal is to be a widely recognized 

brand within Pemex. Another goal is having the right business partnerships in place so that we can provide a complete 

solution to Pemex as opposed to solely our components. The third is strengthening our alliances with research institutions 

and universities.” By following this strategy, Castillo hopes that National Instruments can build a sustainable business in the 

Mexican oil and gas industry by successfully going against the grain of measurement and automation companies.

NATIONAL INSTRUMENTS’ MEXICAN APPROACH
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better ideas in the end. Rapid failure is an absolute key part 

of the experimental process. 

Q: In the end, are you selling technology or are you selling 

a new mindset for business development and innovation?

A: From our point of view, we are selling a new mindset. We 

are selling the mindset of the medical doctor working with 

a couple of system engineers to build a medical device, 

the petrochemical engineer working with a couple of 

system designers to develop a leak detection device. Our 

business philosophy is to enable domain experts to drive 

innovation, not huge teams of programmers that hold the 

innovation process hostage. We are trying to shift towards 

rapid innovation by small teams. By default, this means 

that we have a strong focus on working with small and 

medium-sized enterprises. Our core market is not going 

to be the established guys who are always going to keep 

doing things the way they always have; our customers are 

the guys who are going to disrupt the incumbents. As we 

provide them with tools to disrupt, they drive our business.

Q: How can you accelerate this process in Mexico rather 
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bigger portion of our business in Mexico than it is at a 

global level. If we can succeed in inspiring engineers to 

view the science of measurement and control through our 

tools, then we will do two things. We will help inspire the 

next generation of engineers, because it is a lot more fun 

than matrix math to be building robots, and we will also be 
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our market position. We tend to have more traction in 
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instruments, you are buying a processor that is at least five 

years old. So people end up buying redundant, obsolete 

technology that is sold in a relatively low volume at a fairly 

high price, and they are stuck with a computing platform 

that is not designed for upgrades. 

We o�er solutions based on components that are both 

modern and upgradable. LabVIEW was designed from 

the very beginning as a multi-threaded application that 

executes with very high e�ciency on multi-core, so 

you can speed up your system and leverage the latest 

technology without having to scrap everything else; you 
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individual components, separately, not as a monolithic 

thing. That allows us to bring out an almost infinite number 

of combinations and allows engineers to build exactly 

what they want. The real di�erentiation for us in the end is 

the combination of leveraging commercial technology in 

modular pieces that you iterate on individually, and which 
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Q: While engineers may be very excited about your 

tools, they are often not the ones making the purchasing 

decision. How do you overcome this hurdle?

A: That is a real evolution of National Instruments as a 

company. For the first 20 years of the company’s history we 

sold almost exclusively at the individual engineer level. We 

put a huge focus on education, which is the biggest market 

for National Instruments and represents 12% of revenue. 

Over time, kids become college graduates, then become 

engineers, then become managers, then become directors, 

and then become VPs. Without a shadow of a doubt, the 

demographics are moving in our favour, especially since 

we have been around for 35 years. Also, younger engineers 

are a lot more comfortable with software-centric systems 

that they interact with and programme as opposed to 

older engineers. They use LabVIEW as a tool to develop 

successful projects, and carry their enthusiasm for our 

products with them as they get promoted. Time is on  

our side. 

Q: How does National Instruments’ innovation philosophy 

set the company apart from other companies operating in 

the same domain?

A: National Instruments was founded by two men: Dr. 

James Truchard, who is a physicist with a Ph.D in Electrical 

Engineering, and Je� Kodosky, who is a computer scientist. It 

is the marriage between hardware and software that creates 

our unique position in the industry. Our vision is to provide 

tools to promote productivity for scientists and engineers. 

We do this by abstracting the application needs of our 

customers into common themes that we call application 

platforms. This allows us to capture application patterns 

where we can identify commonalities and try to build a 

higher level representation so that they can leverage it in a 

multitude of industries. The fundamental di�erence between 
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National Instruments’ vision would not come to life without 

the very extensive leveraging of commercial technology 

across three areas: processor technology, FPGAs and 

ADCs. Our goal is to work early in the development cycle 

with companies like Intel, AMD, ARM, Altera, ADI, and TI to 

help them tune their very powerful products a little bit. In 

this way, we can capture the mountain of R&D investment 

of these companies and repurpose their innovations 

for other applications. The truth is that 99% of the R&D 

required to deliver our solutions is actually done by 

other people. We take those raw elements of commercial 

technology and try to take them the extra mile, which the 

general purpose industry does not do. The secret of what 

we do is our ability to enable our customers to leverage 

that technology. 

Q: How does the “taking technology one step further” 

approach work for your customers? 

A: In my experience, all engineers innately want to build 

things. This gives us a strong advantage, because we 

allow people to do what they want to do. You have the 

old “nobody ever got fired for buying IBM” rule. Similarly, 

nobody ever got fired for buying a box solution from some 

of our box competitors. So how do we outmanoeuvre 

them? The truth is that the life-in-market of most of these 

In the Mexican oil and gas industry, National Instruments has a multi-tiered approach. 

Firstly, through partnerships with international companies like Key Energy, a US 

workover company with operations in Mexico, National Instruments’ technology 

has a chance to gain exposure in the Mexican market and obtain references of its 

compliance with Mexican norms, law, regulations, and safety standards. Secondly, 

National Instruments builds lasting partnerships in the local market by providing 

the technology that enables promising companies to better compete for tenders. 

Thirdly, National Instruments is also trialing a number of projects directly with 

Pemex. “In the end, what really matters to Pemex managers is the solution to their 

needs rather than the tools used to solve them,” explains Juan Carlos Castillo, 

Branch Manager of National Instruments in Mexico. “They need to solve a problem 

and want the best solution. When you approach the customer at that level, our 

position may seem weak. However, when you go slightly below that level and move 

to the level of implementation, managers recognize the beauty of our products’ capabilities to adapt to their needs versus 

the traditional model where providers o�er a take-it-or-leave-it solution. At the same time, our products are complementary 

with existing infrastructure.” 

A good example of this approach is the SIMVO crude oil and management system initiated by a group of visionary Pemex 

engineers. Traditionally, Pemex outsources the implementation of such projects through a bidding process. The decision to 

develop the system in-house resulted in a number of implementation challenges. National Instruments’ LabVIEW software 

was selected as the optimal solution for the challenge of integrating a mixture of programmable logic controllers and 

technologies into Pemex’s existing platform. Today, the system measures 4,000 di�erent variables, and National Instruments 

is working to upgrade and expand it to other areas. 

Castillo is clear about the challenges that lie ahead in the Mexican oil and gas market. “Our first goal is to be a widely recognized 

brand within Pemex. Another goal is having the right business partnerships in place so that we can provide a complete 

solution to Pemex as opposed to solely our components. The third is strengthening our alliances with research institutions 
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Q: What were the drivers behind the introduction of 

new technology at Pemex?    

A: New technology is often recommended to Pemex 

by providers or engineering companies such as ABB, 

Alstom, Siemens or Abengoa as a means to modernize 

plants and improve processes. The majority of new 

technology is accepted following an information push 

from the private sector by means of expositions, 

seminars and inviting Pemex engineers to see technology 

in action in other locations. Increased awareness of 

successfully applied technology in other countries 

is what encourages Pemex to consider renewing its 

technology. Over the years, Pemex has started to be 

increasingly open to adopting new technologies in an 

effort to improve its processes.

Q: How can a relatively small company compete with 

the global players for Pemex contracts involving new 

technology?

A: When the company was founded in 1989, we started 

representing companies o�ering telemetry systems, 

which are a metering and control systems that measure 

temperature and flow, as well as safety valves. We 

compete today with Emerson and Endress+Hauser in 

telemetry systems, which are strong global companies. 

But by implementing their commercial strategies on 

a global scale, and changing representatives quite 

frequently, these companies have lost some of their 

strength in Mexico. Our strength is that we have remained 

in the market for years, providing services to Pemex, 

the CFE and big industrial construction companies. 

Nowadays, we represent 15 brands from the United 

States and Europe, have developed great strength in 

automation projects, and turned our aftersales service 

into a competitive advantage.

Q: In 2005, you introduced K-Tronix. Which opportunity 

did you see for K-Tronix in the Mexican market?

A: The truth is that representing a product line can be 

tiring sometimes. The opportunity came up because 

both parties believed in it. Newave is located in Locarno, 

Switzerland and has two owners. It’s always better to 

represent a company that has only a few owners because 

it’s difficult to represent a brand of a European, Asian 

or North American manufacturer that is dependent 

on the decisions of a board. It’s very hard to take a 

decision, especially when you have to provide Pemex 

or the CFE with an immediate solution. Sometimes, you 

have to invest in systems and then afterwards see if the 

contract will be given because you have to convince the 

customer first.

For 12 years, we commercially represented the Swiss 

company Gutor, a partly German-owned manufacturer 

of uninterruptible power supply (UPS) systems. The 

founders of Gutor eventually sold the company to 

American Power Conversion, after which Schneider 

Electric bought APC and the distribution agreements 

with IPC Monterrey changed again. It became di�cult 

to commercialize the equipment when warranties are 

in Switzerland and the work is done in Mexico. When 

several directors, administrators and technicians left 

Invertomatic, a GE company, to create another company 

called Newave in Locarno, they o�ered me a technology 

transfer agreement for the assembly of modular UPSs 

with Swiss technology and DPA (decentralized parallel 

architecture) here in Mexico.

Under this agreement, Newave supplies us with the 

electronics technology, and IPC assembles the UPSs in 

Monterrey, taking Mexican standards for measurement, 

voltage and frequency into account, and market them 

under the K-Tronix brand, of which we hold the exclusive 

rights. K-Tronix, which operates as a separate business 

division of IPC Monterrey Group, is much more than 

a commercial representation due to the transfer of 

technology and the fact that we are responsible for the 

national warranties. The Swiss company Newave certified 

our manufacturing process and facilities in Monterrey to 

guarantee that the product, even though it is sold under 

our brand, meets their high-quality standards. This, 

combined with the fact that we have national (ANCE  

and NYCE) and international (ISO and SQS)  

certifications, played an important role in convincing 

people that K-Tronix combines Mexican manufacturing 

with Swiss technology.
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WHAT CAN PROMPT 
PEMEX TO ADOPT  
NEW TECHNOLOGY? 

SALVADOR AGUILAR TIJERINA
Director General of IPC MTY & K-Tronix 

| VIEW FROM THE TOP

Q: What were the drivers behind the introduction of 

new technology at Pemex?    

A: New technology is often recommended to Pemex 

by providers or engineering companies such as ABB, 

Alstom, Siemens or Abengoa as a means to modernize 

plants and improve processes. The majority of new 

technology is accepted following an information push 

from the private sector by means of expositions, 

seminars and inviting Pemex engineers to see technology 

in action in other locations. Increased awareness of 

successfully applied technology in other countries 

is what encourages Pemex to consider renewing its 

technology. Over the years, Pemex has started to be 

increasingly open to adopting new technologies in an 

effort to improve its processes.

Q: How can a relatively small company compete with 

the global players for Pemex contracts involving new 

technology?

A: When the company was founded in 1989, we started 

representing companies o�ering telemetry systems, 

which are a metering and control systems that measure 

temperature and flow, as well as safety valves. We 

compete today with Emerson and Endress+Hauser in 

telemetry systems, which are strong global companies. 

But by implementing their commercial strategies on 

a global scale, and changing representatives quite 

frequently, these companies have lost some of their 

strength in Mexico. Our strength is that we have remained 

in the market for years, providing services to Pemex, 

the CFE and big industrial construction companies. 

Nowadays, we represent 15 brands from the United 

States and Europe, have developed great strength in 

automation projects, and turned our aftersales service 

into a competitive advantage.

Q: In 2005, you introduced K-Tronix. Which opportunity 

did you see for K-Tronix in the Mexican market?

A: The truth is that representing a product line can be 

tiring sometimes. The opportunity came up because 

both parties believed in it. Newave is located in Locarno, 

Switzerland and has two owners. It’s always better to 

represent a company that has only a few owners because 

it’s difficult to represent a brand of a European, Asian 

or North American manufacturer that is dependent 

on the decisions of a board. It’s very hard to take a 

decision, especially when you have to provide Pemex 

or the CFE with an immediate solution. Sometimes, you 

have to invest in systems and then afterwards see if the 

contract will be given because you have to convince the 

customer first.

For 12 years, we commercially represented the Swiss 

company Gutor, a partly German-owned manufacturer 

of uninterruptible power supply (UPS) systems. The 

founders of Gutor eventually sold the company to 

American Power Conversion, after which Schneider 

Electric bought APC and the distribution agreements 

with IPC Monterrey changed again. It became di�cult 

to commercialize the equipment when warranties are 

in Switzerland and the work is done in Mexico. When 

several directors, administrators and technicians left 

Invertomatic, a GE company, to create another company 

called Newave in Locarno, they o�ered me a technology 

transfer agreement for the assembly of modular UPSs 

with Swiss technology and DPA (decentralized parallel 

architecture) here in Mexico.

Under this agreement, Newave supplies us with the 

electronics technology, and IPC assembles the UPSs in 

Monterrey, taking Mexican standards for measurement, 

voltage and frequency into account, and market them 

under the K-Tronix brand, of which we hold the exclusive 

rights. K-Tronix, which operates as a separate business 

division of IPC Monterrey Group, is much more than 

a commercial representation due to the transfer of 

technology and the fact that we are responsible for the 

national warranties. The Swiss company Newave certified 

our manufacturing process and facilities in Monterrey to 

guarantee that the product, even though it is sold under 

our brand, meets their high-quality standards. This, 

combined with the fact that we have national (ANCE  

and NYCE) and international (ISO and SQS)  

certifications, played an important role in convincing 

people that K-Tronix combines Mexican manufacturing 

with Swiss technology.
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LOWER PRICE POINT DRIVES 
SATELLITE COMMUNICATION 
APPLICATIONS
Satellite communications have always been an important solution for oil and gas companies whose employees 

depend on reliable communication solutions to ensure operational safety in remote locations. Satellite phones 

o�er connectivity in places that traditional cellular network coverage cannot reach: remote onshore locations 

away from urban infrastructure, and o�shore platforms where it is too technologically challenging to install 

traditional fixed analogue telephonic systems. Satellite communications companies have been collaborating with 

the oil and gas industry in order to provide them with communications solutions for a long time, but for many 

years the technology was costly, and so only adopted sparingly. 

The price point for satellite communication devices has dropped in recent years due to competition and 

innovation. As a result, new opportunities to integrate satellite technology have been brought to market, and 

overall satellite technology uptake is on the rise in the oil and gas industry. By o�ering more a�ordable prices, it 

seems increasingly likely satellite communications technology will become commonplace in the Mexican oil and 

gas sector. 

Globalstar, a satellite communication company, has been cooperating with Pemex since 2001. In the first seven 

years of this relationship, Globalstar supplied around 100 satellite phones for communication with o�shore 

platforms. Although Pemex was not requesting satellite data services from Globalstar at the time, Globalstar 

found it would get a lot of business from service companies installing o�shore platforms, and in this way was able 

to develop its exposure to the Mexican oil and gas market.

Since that time, however, the company has developed some more tailored o�erings for the oil and gas industry 

with a focus on safety. The company’s SPOT communicator, for example, is a personal satellite communications 

device that allows the user to send one-way updates on their location and situation to Globalstar services. 

In Mexico, Globalstar saw the opportunity to tailor this device to the specific safety needs of the o�shore oil 

and gas industry. In the Gulf of Mexico, severe weather causes critical safety problems for workers located at 

o�shore installations and vessels, as the deaths caused by Tropical Storm Nate in 2011 proved. In response to the 

problem of o�shore worker safety, Globalstar Mexico developed a unique SPOT communicator that sends out an 

emergency signal and a GPS location once exposed to water. Globalstar aims for this technology to be added to 

every life vest that Pemex uses at its o�shore installations, and is working with a company already contracted to 

provide o�shore safety and rescue services to Pemex. 

As well as o�ering this particular tailored device to the oil and gas industry, Globalstar also o�ers another custom 

device specifically suited to industry needs: a SPOT communicator designed to be intrinsically safe for use in 

potentially combustible environments. Such a safety device allows users to transmit location and situation details 

when working in remote, potentially dangerous locations, without the worry of igniting flammable gases in the 

work environment. 

COMPANY PROFILE

Globalstar de México is a Mexican company with activities focused 

on the satellite and telecommunication market, with more than 13 

years of experience in the country. Globalstar de México operates the 

Globalstar Inc. network throughout Mexican territory, providing voice 

and data services to vertical markets such as oil, gas, mining, hotels and 

transportation, amongst many others. Its principal products are satellite 

telephones for voice and data transmissions, devices for tracking mobile 

and fixed assets, and a broad portfolio of highly customizable applications 

for data transmissions with simplex and duplex technologies. 

Unicomm, a satellite-based technology company, started its collaboration with Pemex in 2006, providing automatic vehicle 

location (AVL) services to the company in the Burgos basin. As well as providing the in-vehicle tracking equipment, the company 

also established a monitoring centre within Pemex Exploration and Production in order to provide the company with real-time 

monitoring of its fleet. Alejandro Antonio López Toledo, Director General of Unicomm, explains that unlike most other countries 

around the world, the primary reason for using such technology in some parts of Mexico is more security than logistics.

In 2009, the company expanded its collaboration with Pemex to include the company’s fleet in Poza Rica and the southern 

region of the country. Today, 85% of PEP’s fleet are tracked and monitored by Unicomm solutions. The primary aim of these 

devices is to improve the fleet’s speed and accident control. For some of Pemex’s partners, such as COMESA, Unicomm 

provides gasoline consumption control and monitoring of the fleet’s maintenance situation. López Toledo says that as a result 

of Pemex adopting the technology and specifying its use by partners, the company has seen a rise in its exposure to the 

oil and gas market. In many ways, López Toledo hopes that the use of Unicomm technology in other sectors will eventually 

mirror that of the oil and gas industry, where tracking devices are not just used for the sake of security, but rather also 

because of the benefits that they can bring to e�ciency in logistics. 

THE MISSING LINK IN 
SATELLITE COMMUNICATION

“When Pemex’s Cantarell project started, the company 

would use HF radio and other low speed communication 

devices for sending messages between o�shore platforms 

and the shore,” explains Luís Tellez-Giron, Country Manager 

Mexico of Harris CapRock, a communications technology 

company. “Realtime communication was a long way o�. 

Today, even though on average connection speeds range 

between one and two megabits, real-time communication 

between production platforms and control rooms is not 

only possible, but economically viable.” 

In locations where conventional communication solutions 

are rendered impossible, such as remote o�shore 

production platforms, very small aperture terminal 

(VSAT) communications are one of the only options for 

maintaining a connection with the shore. In the oil and gas 

industry, VSAT communications are used for a number of 

di�erent purposes, from gaining access to batch, online 

and real-time reports, to voice communication and video 

conferencing, and real-time production monitoring. 

By leveraging its expertise across terrestrial, satellite and 

other wireless technologies, Harris CapRock provides 

tailored solutions that not only focus on their remote 

assets but also the integrity, security and reach of their IT 

network and infrastructure. For example, its FieldAccess 

solution provides crews drilling in remote locations with 

broadband Internet, voice communications, and real-

time data. The company also manufactures all of its VSAT 

equipment in the UK, Singapore and the US, which allows 

it to create custom solutions for its clients. As the energy 

industry is an important sector for Harris CapRock, the 

company has incorporated tracking satellites into its 

o�ering; more expensive than traditional fixed satellites, 

but with the advantage that they can follow a rig from 

location to location. 

“Many of the largest energy players rely on Harris CapRock’s 

services for the design, installation and commissioning 

of their information and communication solutions,” says 

Tellez-Giron. “Today, nine out of the ten largest o�shore 

drilling contractors rely on Harris CapRock.” In Mexico, 

Harris CapRock has been focused more on working with 

oilfield service companies than directly with Pemex, as 

Tellez-Giron explains: “We have been bidding for projects 

with Pemex, but the company’s bidding process is not 

really set up for a company like Harris CapRock. Instead 

of leasing equipment, Pemex prefers to be independent, 

purchasing equipment and programmes directly and 

then later outsourcing the service. However, for VSAT 

communications, this strategy has not been successful 

for Pemex so far, and they are currently in the process 

of defining what service they need, which is an actual 

operator committed to providing the service. We are in the 

process of convincing Pemex that a 100% service provider 

is the best option instead of partially outsourcing the 

service after they have already set up the equipment and 

the network. I think there are new people in Pemex that 

also believe that outsourcing the complete service is the 

better option.”

ENABLING REAL-TIME 
APPLICATIONS FOR SHALLOW 
AND DEEPWATER E&P
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telephones for voice and data transmissions, devices for tracking mobile 

and fixed assets, and a broad portfolio of highly customizable applications 

for data transmissions with simplex and duplex technologies. 
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Mexico of Harris CapRock, a communications technology 

company. “Realtime communication was a long way o�. 

Today, even though on average connection speeds range 

between one and two megabits, real-time communication 

between production platforms and control rooms is not 

only possible, but economically viable.” 

In locations where conventional communication solutions 

are rendered impossible, such as remote o�shore 

production platforms, very small aperture terminal 

(VSAT) communications are one of the only options for 

maintaining a connection with the shore. In the oil and gas 

industry, VSAT communications are used for a number of 

di�erent purposes, from gaining access to batch, online 

and real-time reports, to voice communication and video 

conferencing, and real-time production monitoring. 

By leveraging its expertise across terrestrial, satellite and 

other wireless technologies, Harris CapRock provides 

tailored solutions that not only focus on their remote 
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network and infrastructure. For example, its FieldAccess 
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broadband Internet, voice communications, and real-

time data. The company also manufactures all of its VSAT 

equipment in the UK, Singapore and the US, which allows 

it to create custom solutions for its clients. As the energy 

industry is an important sector for Harris CapRock, the 

company has incorporated tracking satellites into its 

o�ering; more expensive than traditional fixed satellites, 

but with the advantage that they can follow a rig from 

location to location. 

“Many of the largest energy players rely on Harris CapRock’s 

services for the design, installation and commissioning 

of their information and communication solutions,” says 

Tellez-Giron. “Today, nine out of the ten largest o�shore 

drilling contractors rely on Harris CapRock.” In Mexico, 

Harris CapRock has been focused more on working with 

oilfield service companies than directly with Pemex, as 

Tellez-Giron explains: “We have been bidding for projects 

with Pemex, but the company’s bidding process is not 

really set up for a company like Harris CapRock. Instead 

of leasing equipment, Pemex prefers to be independent, 

purchasing equipment and programmes directly and 

then later outsourcing the service. However, for VSAT 
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process of convincing Pemex that a 100% service provider 

is the best option instead of partially outsourcing the 

service after they have already set up the equipment and 
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PUSHING FOR A SHIFT FROM 
AUTOMATION TO OPTIMIZATION

and conditions. “This is a way that we can demonstrate 

to the customer, by working shoulder-to-shoulder, that 

we can generate benefits. Honeywell can demonstrate 

that the best investment for recovering outlays is through 

the facility’s automation solution if used in the right way. 

Based on that, we normally address some key points 

depending on the business drivers of each kind of site 

or end-user.” 

Training of current and future personnel operating a 

Honeywell automated facility plays a central role in 

optimizing their impact on the client’s operations. Rivero 

Torres explains that the company has created a number 

of training solutions. “We do sometimes use traditional 

training techniques, but we often find that the people we 

spend time training never actually participate in the use of 

the technology or tools in their daily working life. In order 

to be e�ective, we need to diagnose the real needs of a 

company based on their operating procedures. We need 

to be involved in the customer’s business in order to really 

understand it.”

Rivero Torres goes on to explain that training is a holistic 

process, which starts in the construction phase of a project 

and goes all the way to training people to use the systems 

once the facility is up and running. One key technology the 

company uses for training is simulators, which do not just 

train personnel to use the system, but helps them improve 

the operator’s skills. In a simulator, cause and e�ect can be 

speeded up so that an operator can quickly see the results 

of taking di�erent decisions. 

“The key business drivers and key value opportunities 

for the customer o�ered by integrated automation and 

optimization systems are improvements in safety, human 

capital, e�ciency, decision making, and economic value. 

Taking these five value opportunities together you can 

really integrate and grow beyond the initial vision of the 

project,” says Rivero Torres.

Honeywell is looking to its technology implementation in 

other countries as a model for the way that it hopes to 

participate with Pemex. “For example, in the particular 

case of Cantarell, we are looking to establish not only 

an automation business, but also to create solutions 

that give Pemex the opportunity to optimize production 

and increase the oil recovery factor at the field. We are 

looking at Honeywell’s projects with Shell as an example 

of the way that we can help an operator maximize 

recovery from a mature, shallow-water field,” says Andrés 

Rivero Torres, Sales Director of Honeywell Mexico. “At this 

point, it is too early to specify exactly which technologies 

will be implemented by Honeywell at Cantarell, but we 

need solutions that can guarantee the integrity of the 

data gathered, and will run in real-time. One of Pemex’s 

greatest problems at Cantarell is that decisions are taken 

up to three weeks after the data is captured at the field. 

We want to implement a system that will ensure that 

data transfers smoothly and quickly from measurement 

elements to control rooms, so that decision-makers 

have access to information in real-time and can optimize 

processes to maximize production. This is something 

we have implemented for Shell in the past, and we 

would like to use this experience to help Pemex address  

its challenges.”

Convincing companies to move from automation to 

optimization, and getting them to allocate resources 

for this kind of project can take a long time, Rivero 

Torres says. “Unfortunately, due to Pemex’s acquisition 

process, and the politics and bureaucracy surrounding 

the company, we have only managed to develop isolated 

solutions for the company, which do not give them the 

full benefits of an integrated system. They are somewhat 

cautious about leaping wholeheartedly into optimization 

projects, perhaps because they have been let down by 

promises in the past. But in order to get the most out 

of our systems, complete integration is required. Our 

position in the market today is to sell concrete results, 

not just automation components.”

One of the biggest challenges for an automation 

company today is working around the fact that EPC 

companies generally avoid spending on outlays such 

as comprehensive automation solutions in order to win 

in a cost-driven bidding process, instead following the 

‘minimum compliance’ specifications for automation 

that have been laid out in a project tender. Honeywell’s 

strategy to tackle this quandary is to work on improving 

integration after a project has been constructed by 

working from an installed base with the minimum margin 

to pay for their plants today. These savings alone can justify 

the project implementation, and allows companies to focus 

on performance.” One key cost-saving factor for many 

automation and control companies is that their solutions 

frequently lower the costs of insurance where they are 

installed. As Pemex moves to riskier production locations 

such as deepwater, its insurance costs will rise significantly. 

Anything the company can do in order to limit these costs 

will be welcomed, no matter where the savings are being 

made across the company’s scope of operations.

As well as reducing costs through lowering insurance 

premiums, Yokogawa is introducing a new model for bringing 

incentive-based contracts to automation. “One area of field 

instrumentation that has been untouched for a long time is 

analytical. This is not only an issue for Pemex, but worldwide. 

Most of the data needed for tight control and optimization 

of a plant is lacking because advanced analysers have been 

neglected over time. In order to overcome this issue, we are 

trying to bring a di�erent approach here in Mexico based on 

the incentive-based contracts that were introduced by the 

2008 Energy Reform for field development. The premise 

is that Yokogawa can provide services and be rewarded 

based on the uptime performance of their systems. These 

contracts were perfectly designed for companies like 

Yokogawa, that bring technology to provide solutions to 

specific problems faced by the oil and gas industry here in 

Mexico,” says Guilarte López.

“Once we reach this level along with reliable control 

platforms, we can then start to implement advanced 

process control and optimization for Pemex. There is so 

much opportunity for improving this area in Mexico, and 

we are very excited.”

In the Mexican oil and gas industry, Yokogawa has identified 

four key areas where the company can contribute its 

expertise in the fields of testing and measurement, industrial 

automation and control, and information systems. The first 

is the refining industry, in the area of asset utilization and 

improving productivity and quality of refined product. 

Second is to use the company’s technologies to improve 

safety at pipelines and wellheads. The third area is Pemex’s 

o�shore operations, where a number of technologies could 

be provided. The final area is chemical, petrochemical 

and other downstream facilities such as cryogenic plants, 

where Yokogawa can replace legacy systems to increase 

productivity or implement Combustion ONE, an application 

developed to reduce energy consumption while reducing 

emissions in fire-heaters.

Ygor Guilarte López, President of Yokogawa in Mexico, 

Central America and the Caribbean, explains that as 

well as these areas, there is a general need to improve 

safety layers built into existing plants, as many systems 

currently in use were installed over two decades ago. In 

order to update these safety functions, they have to be 

decoupled from existing systems and integrated into 

Safety Instrument Systems (SIS). SIS includes emergency 

shutdown systems, fire and gas detection systems, and 

critical control applications like burner management 

systems, compressor control and turbo machinery control.

Yokogawa has a programme in place to implement the 

separation of these safety functions from outdated 

automation systems, and Guilarte López hopes that the 

activity will help to lower costs for Pemex. “Having this 

up-to-date SIS to meet standards and best practices in 

industry can help lower insurance costs the operators have 

TECHNOLOGY SPOTLIGHT 

Andrés Rivero Torres, Sales Director of Honeywell Mexico

PERFORMANCE-BASED SOLUTIONS FOR 
ADVANCED ANALYSERS
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we have implemented for Shell in the past, and we 
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for this kind of project can take a long time, Rivero 
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the company, we have only managed to develop isolated 

solutions for the company, which do not give them the 
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projects, perhaps because they have been let down by 

promises in the past. But in order to get the most out 

of our systems, complete integration is required. Our 

position in the market today is to sell concrete results, 

not just automation components.”

One of the biggest challenges for an automation 

company today is working around the fact that EPC 

companies generally avoid spending on outlays such 

as comprehensive automation solutions in order to win 

in a cost-driven bidding process, instead following the 

‘minimum compliance’ specifications for automation 

that have been laid out in a project tender. Honeywell’s 

strategy to tackle this quandary is to work on improving 

integration after a project has been constructed by 

working from an installed base with the minimum margin 

to pay for their plants today. These savings alone can justify 

the project implementation, and allows companies to focus 

on performance.” One key cost-saving factor for many 

automation and control companies is that their solutions 

frequently lower the costs of insurance where they are 

installed. As Pemex moves to riskier production locations 

such as deepwater, its insurance costs will rise significantly. 

Anything the company can do in order to limit these costs 
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As well as reducing costs through lowering insurance 

premiums, Yokogawa is introducing a new model for bringing 

incentive-based contracts to automation. “One area of field 

instrumentation that has been untouched for a long time is 

analytical. This is not only an issue for Pemex, but worldwide. 

Most of the data needed for tight control and optimization 
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the incentive-based contracts that were introduced by the 
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is that Yokogawa can provide services and be rewarded 
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Yokogawa, that bring technology to provide solutions to 

specific problems faced by the oil and gas industry here in 
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decoupled from existing systems and integrated into 
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shutdown systems, fire and gas detection systems, and 

critical control applications like burner management 

systems, compressor control and turbo machinery control.
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separation of these safety functions from outdated 

automation systems, and Guilarte López hopes that the 
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up-to-date SIS to meet standards and best practices in 

industry can help lower insurance costs the operators have 

TECHNOLOGY SPOTLIGHT 

Andrés Rivero Torres, Sales Director of Honeywell Mexico

PERFORMANCE-BASED SOLUTIONS FOR 
ADVANCED ANALYSERS
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these applications are lacking in so many Pemex projects: 

consultation and service ended at the point a project was 

completed, and advanced systems are underutilized once 

they are handed over to operations.

Q: How suitable is this philosophy for upstream projects?

A: We have been talking mainly about refinery projects, 

but this philosophy has been implemented at upstream 

projects as well, such as deepwater platforms.

Q: Is Pemex providing the right incentives for these 

solutions to be integrated into projects?

A: Right now, the dilemma is employing solutions that 

provide long-term e�ciency gains at the right initial cost. 

Typically, when we propose a solution, we consider that 

EPC companies will decline to spend money to deal with 

the long-term running of the plant. For EPC companies, 

cost is always king, and we have to be cost competitive 

regardless of the advantages we bring. Of course, the end 

user wants an optimal solution for the long term, but the 

EPC never receives compensation from the end user to 

behave that way. The best way to contract services for EPC 

companies is to look for local contractors that can do the 

job according to minimum compliance levels. 

Q: How much has Yokogawa used the MAC philosophy in 

Mexico?

A: We are evangelizing the concept in Mexico, and some 

Mexican private-sector energy players are implementing 

our philosophy on their projects. In general, companies like 

the MAC concept, but it is relatively new in the country. 

We believe MAC will hopefully become the new way to 

execute large projects in Mexico. An important step for us 

is that it will be implemented at Pemex’s new refinery and 

at the Salamanca refinery conversion project. 

Yokogawa is one of the most experienced technology 

solutions providers in the world, with over 100 years of 

experience from the days when we introduced the first 

Distributed Control System (DCS). In the years to come, 

we hope to expand our business to capitalize on the 

opportunities that Mexico presents to us. We are growing 

our service centres (downstream, o�shore and power) 

by establishing the technical assistance centre (TAC) for 

Spanish speaking countries in Mexico and Central America. 

We aim to soon initiate assembling advanced analysers 

by moving shelter assembly and construction to Mexico. 

Mexicans are very good at model transformation. Using 

this, and the software and products from Japan combined 

with know-how from various worldwide engineering 

groups, we are certainly building a very e�cient  

and experienced team for the Mexican and Latin  

American markets.

over time, and because projects are standardized, trained 

personnel can move from plant to plant, reliability and 

optimum performance is never compromised, all while 

lowering costs in several CAPEX areas.

Pemex, as any other oil major, often relies on the contractors 

to do their engineering, procurement and construction 

(EPC). EPCs are awarded based on many di�erent areas of 

specialty, but automation is rarely one of them. This makes 

automation one of the most risky and expensive areas for 

EPC contractors to deal with, whilst at the same time being 

one of the most important aspects of implementing a clean 

and e�cient project. Automation typically represents 3%-7% 

of the total investment depending on the plant complexity. 

However, if automation is implemented incorrectly, projects 

like refineries fail to operate in the clean and e�cient way 

in which they were originally designed. To prevent this sub-

optimal scenario, we o�er EPCs our services on refinery or 

upstream projects to bundle all aspects of an automated 

system, from the safety functions, including analyser 

sampling systems and right measurement devices, all the 

way to enterprise production systems.

Considering the acceptance customers like Pemex are 

giving us by o�ering advice and services in the field and 

recommending designs in a project, we are building the 

infrastructure in Mexico to now initiate an expansion phase.

Q: Can the MAC philosophy be applied when you are 

talking about upgrading a plant rather than a greenfield 

project?

A: Yes, it is feasible, and we are suggesting this at some 

of Pemex’s reconfiguration projects. Regardless of how 

a process is being modified, the new portion can be 

standardized, which later helps to upgrade the legacy 

side long-term. Yokogawa knows from experience that 

you should implement advanced control or optimization 

in phases when you build a new plant. You have to wait for 

stabilization to take place, which typically takes six months 

to one year. At this point, you have collected enough 

critical information to build a model, and then deploy 

your application. This is why providing long-term project 

support is critical for advanced applications, and also why 

Q: How have you worked as a company to move from 

simply providing field instrument to creating value-added 

services and solutions for your clients?

A: We believe that the best way Yokogawa can serve the 

energy sector is to provide services oriented towards 

specific solutions. As strategic partner, we have to support 

our clients to manage the cultural change associated with 

the introduction of new solutions. Once great technologies 

are introduced, e�ciency begins to fall in the mid-term 

because applications were either never updated to reflect 

changes made in the process or simply due to a lack of 

maintenance. Organizationally, companies typically lack 

the skilled resources to dedicate a team to obtaining more 

from existing platforms or software. 

Therefore, we are introducing performance-based services 

in order to manage such assets, to keep them up-to-date 

and up and running under optimum conditions. Yokogawa 

is also looking at introducing more advanced diagnostic 

tools in its systems, such as advanced gas chromatograph 

analysers that alert us when correlation is lost, so we can 

dispatch the certified technician to the plant to calibrate 

it to keep control algorithm to push for maximum 

performance. This will move to preventative solutions 

rather than corrective actions.

From the automation lifecycle perspective, one key aspect 

is to also make sure that the project is implemented in 

the correct manner. Yokogawa is recognized worldwide 

as a pioneer in introducing a new project execution 

methodology called Main Automation Contractor (MAC) 

in collaboration with companies such as Shell. MAC is a 

philosophy where Yokogawa acts as the master organizer 

of the di�erent EPC contractors working on a project to 

guide them in their implementation of technology, under 

the direction of the client. In this contracting arrangement, 

Yokogawa participates early in the construction of a project 

to make sure that the right concepts, design and application 

are included, that processes are standardized, and that the 

project is executed properly. This concept creates savings at 

the end of the day, and also makes the operator more flexible 

in the long run. The main reason for this is that the end user 

receives an installation designed to be low-maintenance 
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they are handed over to operations.
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A: We have been talking mainly about refinery projects, 

but this philosophy has been implemented at upstream 

projects as well, such as deepwater platforms.

Q: Is Pemex providing the right incentives for these 

solutions to be integrated into projects?

A: Right now, the dilemma is employing solutions that 

provide long-term e�ciency gains at the right initial cost. 

Typically, when we propose a solution, we consider that 

EPC companies will decline to spend money to deal with 

the long-term running of the plant. For EPC companies, 

cost is always king, and we have to be cost competitive 

regardless of the advantages we bring. Of course, the end 

user wants an optimal solution for the long term, but the 

EPC never receives compensation from the end user to 

behave that way. The best way to contract services for EPC 

companies is to look for local contractors that can do the 

job according to minimum compliance levels. 

Q: How much has Yokogawa used the MAC philosophy in 

Mexico?

A: We are evangelizing the concept in Mexico, and some 

Mexican private-sector energy players are implementing 

our philosophy on their projects. In general, companies like 

the MAC concept, but it is relatively new in the country. 

We believe MAC will hopefully become the new way to 

execute large projects in Mexico. An important step for us 

is that it will be implemented at Pemex’s new refinery and 

at the Salamanca refinery conversion project. 

Yokogawa is one of the most experienced technology 

solutions providers in the world, with over 100 years of 

experience from the days when we introduced the first 

Distributed Control System (DCS). In the years to come, 

we hope to expand our business to capitalize on the 

opportunities that Mexico presents to us. We are growing 

our service centres (downstream, o�shore and power) 

by establishing the technical assistance centre (TAC) for 

Spanish speaking countries in Mexico and Central America. 

We aim to soon initiate assembling advanced analysers 

by moving shelter assembly and construction to Mexico. 

Mexicans are very good at model transformation. Using 

this, and the software and products from Japan combined 

with know-how from various worldwide engineering 

groups, we are certainly building a very e�cient  

and experienced team for the Mexican and Latin  

American markets.

over time, and because projects are standardized, trained 

personnel can move from plant to plant, reliability and 

optimum performance is never compromised, all while 

lowering costs in several CAPEX areas.

Pemex, as any other oil major, often relies on the contractors 

to do their engineering, procurement and construction 

(EPC). EPCs are awarded based on many di�erent areas of 

specialty, but automation is rarely one of them. This makes 

automation one of the most risky and expensive areas for 

EPC contractors to deal with, whilst at the same time being 

one of the most important aspects of implementing a clean 

and e�cient project. Automation typically represents 3%-7% 

of the total investment depending on the plant complexity. 

However, if automation is implemented incorrectly, projects 

like refineries fail to operate in the clean and e�cient way 

in which they were originally designed. To prevent this sub-

optimal scenario, we o�er EPCs our services on refinery or 

upstream projects to bundle all aspects of an automated 

system, from the safety functions, including analyser 

sampling systems and right measurement devices, all the 

way to enterprise production systems.

Considering the acceptance customers like Pemex are 

giving us by o�ering advice and services in the field and 

recommending designs in a project, we are building the 

infrastructure in Mexico to now initiate an expansion phase.

Q: Can the MAC philosophy be applied when you are 

talking about upgrading a plant rather than a greenfield 

project?

A: Yes, it is feasible, and we are suggesting this at some 

of Pemex’s reconfiguration projects. Regardless of how 

a process is being modified, the new portion can be 

standardized, which later helps to upgrade the legacy 

side long-term. Yokogawa knows from experience that 

you should implement advanced control or optimization 

in phases when you build a new plant. You have to wait for 

stabilization to take place, which typically takes six months 

to one year. At this point, you have collected enough 

critical information to build a model, and then deploy 

your application. This is why providing long-term project 

support is critical for advanced applications, and also why 

Q: How have you worked as a company to move from 

simply providing field instrument to creating value-added 

services and solutions for your clients?

A: We believe that the best way Yokogawa can serve the 

energy sector is to provide services oriented towards 

specific solutions. As strategic partner, we have to support 

our clients to manage the cultural change associated with 

the introduction of new solutions. Once great technologies 

are introduced, e�ciency begins to fall in the mid-term 

because applications were either never updated to reflect 

changes made in the process or simply due to a lack of 

maintenance. Organizationally, companies typically lack 

the skilled resources to dedicate a team to obtaining more 

from existing platforms or software. 

Therefore, we are introducing performance-based services 

in order to manage such assets, to keep them up-to-date 

and up and running under optimum conditions. Yokogawa 

is also looking at introducing more advanced diagnostic 

tools in its systems, such as advanced gas chromatograph 

analysers that alert us when correlation is lost, so we can 

dispatch the certified technician to the plant to calibrate 

it to keep control algorithm to push for maximum 

performance. This will move to preventative solutions 

rather than corrective actions.

From the automation lifecycle perspective, one key aspect 

is to also make sure that the project is implemented in 

the correct manner. Yokogawa is recognized worldwide 

as a pioneer in introducing a new project execution 

methodology called Main Automation Contractor (MAC) 
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of the di�erent EPC contractors working on a project to 
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To reverse Mexico’s steadily declining oil production since 2004, Pemex is looking towards the 

development and use of new technologies to regenerate the country’s onshore fields. The first 

new integrated service contracts are coming into e�ect in 2012, and are expected, together 

with fields to be awarded in upcoming contracting rounds, to make a substantial contribution to 

Pemex’s forecasted production increase in the coming years.

Chicontepec, although accounting for 56% of Pemex’s 3P reserves, has proved to be a conundrum 

for the NOC. The geology of the area means that despite drilling thousands of wells, production 

remains well under 100,000 bbl/day. If Pemex can learn how to successfully exploit the 

Chicontepec asset, the country’s energy future is secured, and the company is trying everything 

in its power to achieve this. In 2010, Pemex announced that it would be working with some of 

the world’s leading oilfield service companies, each of which would be designated a small area 

of Chicontepec. We look at how this field lab strategy is working, and ask: what lies ahead for 

Pemex at its onshore assets?

10
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MEXICO’S MAIN OIL FIELDS

ONSHORE

SAMARIA-LUNA
The Samaria-Luna asset in the state of Tabasco contains 17 fields that have been producing mostly light oil for Mexico since 
1973, as well as some heavy oil. In 2010, Samaria-Luna produced approximately 216,000 bbl/day. That amount went up to 
223,000 bbl/day in 2011, equal to a 3% production growth.

BELLOTA-JUJO
Located in the southern region of the country, the asset of Bellota-Jujo witnessed a 10% decrease in production from 2010, 
when it produced 160,000 bbl/day, to 2011, when it produced 144,000 bbl/day. This field mainly produces light oil.  

ACEITE TERCIARIO DEL GOLFO
Also known as Chicontepec, this asset is located in the state of Veracruz and began producing oil around 1952. The number 
of operating wells averaged 2,029 over 2011 and reached 2,347 in January 2012. Between January and December 2011, 
production in Chicontepec increased by 37%, going from 44,803 bbl/day to 61,487 bbl/day. According to current predictions, 
57% of Mexico’s remaining probable reserves lie within this asset.    

CINCO PRESIDENTES
The integrated asset of Cinco Presidentes, located in the state of Tabasco, increased from 71,000 bbl/day production of light 
oil in 2010 to 82,000 bbl/day in 2011. This 13% increase was accomplished after Pemex discovered new wells and optimized 
the production infrastructure.  

POZA RICA-ALTAMIRA
The Poza Rica-Altamira asset produced a daily average of 56,000 bbl/day in 2010, and increased 2.6% in 2011 to 60,000 bbl/
day. This asset, located in the state of Veracruz, produces both light and heavy oil. In March 2006, the Poza Rica-Altamira 
asset inaugurated the Tajín field and the processing facility, ‘El Radal’, accompanied by a special presentation by President 
Vicente Fox. 

MUSPAC
Located near Coatzacoalcos, the Muspac asset began producing light oil in 1972. In 2010 and 2011, this asset yielded an 
average 49,000 bbl/day production. The Muspac asset accounts for approximately 7% of the southern region’s total remaining 
oil reserves.

MACUSPANA
The Macuspana asset produced 32,000 bbl/day of light oil in 2010, and that output remained stable throughout 2011. 
Nevertheless, Pemex maintains a positive outlook on the production future of this complex and it invested US$2.3 million in 
the renovation of Macuspana’s installations in 2009.          

VERACRUZ
In 2010, the Veracruz asset yielded a daily production of about 5,000 bbl/day, which decreased almost 40% in 2011 to some 
3,000 bbl/day.   

OFFSHORE

CANTARELL
Located 70km o� the coast of Campeche, Cantarell began producing heavy oil in 1979 and was Mexico’s biggest producer 
until 2009. In 2003, Cantarell peaked with an average 2.21 million bbl/day production, and has been declining ever since. This 
field yielded a daily estimate of 561,000 bbl/day in 2010, which decreased 10% in 2011 to 504,000 bbl/day. 

KU-MALOOB-ZAAP
Ku-Maloob-Zaap’s history began with the discovery of the Ku field in 1980, which started producing heavy oil in 1981. Located 
105km northeast of Ciudad del Carmen in Campeche, this asset became Mexico’s main producing field in 2009. In 2010, 
Ku-Maloop-Zaap’s oil production represented 33% of Mexico’s total with a production of 838,000 bbl/day. Production grew 
slightly to 840,000 bbl/day in 2011.    

ABKATÚN-POL-CHUC
Production in Abkatún-Pol-Choc started in 1980. By 2010, this field produced an average of 296,000 bbl/day, which decreased 
almost 7% to 276,000 bbl/day in 2011. The oil produced in Abkatún-Pol-Chuch is mostly light oil.  

LITORAL DE TABASCO
The Litoral de Tabasco asset was integrated with the Och-Uech-Kax project in 1996. In 2010, this asset produced an average 
of 247,000 bbl/day and 281,000 bbl/day in 2011, up 12% year-on-year. As of June 2011, the Litoral de Tabasco became Mexico’s 
third largest oil producer and it has surpassed all of the intended production goals.
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OIL PRODUCTION EVOLUTION

WHY WERE MANY ONSHORE 
FIELDS UNDERDEVELOPED?

Terciario del Golfo project, also known as Chicontepec, 

11% are located in other various onshore projects, and 

32% are located in o�shore regions, primarily in the Ku-

Maloob-Zaap, Akal, Ayatsil, Pit and Tsimin complexes. 

In addition, deepwater exploration holds the promise 

of eventually boosting Mexico’s overall production and 

reserves base. 

“Every time we have a better opportunity, we put the money 

where we have the fastest return, biggest production, and 

most value,” says Gustavo Hernández García, Subdirector 

of Planning and Evaluation at Pemex Exploration and 

Production. “This is the way that Pemex has always done 

things, and this is the reason why today we have lots of 

onshore fields with low activity and low production.”

Hernández García goes on to say that in order to turn this 

around, Pemex is aiming to increase its execution capacity 

as part of its strategic plan. Part of this will come as a result 

of the integrated service contracts in both the northern 

and southern onshore region – indeed, Pemex forecasts 

that the incremental production increase at the nine fields 

auctioned in the first and second bidding round will be 

between 50,000 and 60,000 bbl/day by 2014. Although 

Pemex forecasts an incremental production increase of 

between 15,000 and 20,000 bbl/day at Chicontepec 

by 2014, Hernández García says that finding funding for 

the onshore fields with low production rates will prove 

challenging: “Mexico’s Finance Ministry will never give us 

the money to develop or to continue producing at those 

older fields that only produce small amounts, because 

the Finance Ministry cares mainly about the return on 

investment and how fast they can get the return.”

Historically, Mexico’s onshore fields were of great 

importance to Pemex, before Cantarell was discovered and 

the majority of Mexico’s oil production moved o�shore. 

From the company’s incorporation, it was onshore fields 

in locations such as the Golden Lane that helped provide 

fuel for Mexico’s energy demand. By the 1960s, production 

was coming solely from Mexico’s northern region, where 

production peaked in the early 1970s. When the Chiapas-

Tabasco basin was discovered in 1972 in the southern 

region, and was found to be more productive than fields 

in the north, Pemex took the decision to allocate more 

resources to this region, and less to the north. As a result, 

production jumped to 711,000 bbl/day in the south, but 

dropped in the northern region.

As the graph below shows, Pemex’s production profile 

changed dramatically following the discovery of Cantarell. 

Pemex once again shifted the focus of its investment to an 

area where production was easier to obtain in large volume 

and at a lower cost per barrel, and neglected those areas 

it had previously relied on. As a result, when production at 

these shallow water areas peaked, production onshore was 

unable to replace it. Mexico’s overall production declined 

from 3.38 million bbl/day in 2001 to 2.55 million bbl/day 

in 2011, as a result of Mexico’s main production source, 

Cantarell, beginning to decline. 

Currently, most of Pemex’s main oil fields are located in 

the marine regions in southeastern Mexico, and both 

onshore and o�shore oil fields are abundant. Most of 

Mexico’s top-producing oil fields are located in or near the 

states of Veracruz, Tabasco and Campeche.  Of Mexico’s 

total probable oil reserves, 57% are located at the Aceite 

Source: Pemex
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production in Chicontepec increased by 37%, going from 44,803 bbl/day to 61,487 bbl/day. According to current predictions, 
57% of Mexico’s remaining probable reserves lie within this asset.    

CINCO PRESIDENTES
The integrated asset of Cinco Presidentes, located in the state of Tabasco, increased from 71,000 bbl/day production of light 
oil in 2010 to 82,000 bbl/day in 2011. This 13% increase was accomplished after Pemex discovered new wells and optimized 
the production infrastructure.  

POZA RICA-ALTAMIRA
The Poza Rica-Altamira asset produced a daily average of 56,000 bbl/day in 2010, and increased 2.6% in 2011 to 60,000 bbl/
day. This asset, located in the state of Veracruz, produces both light and heavy oil. In March 2006, the Poza Rica-Altamira 
asset inaugurated the Tajín field and the processing facility, ‘El Radal’, accompanied by a special presentation by President 
Vicente Fox. 

MUSPAC
Located near Coatzacoalcos, the Muspac asset began producing light oil in 1972. In 2010 and 2011, this asset yielded an 
average 49,000 bbl/day production. The Muspac asset accounts for approximately 7% of the southern region’s total remaining 
oil reserves.

MACUSPANA
The Macuspana asset produced 32,000 bbl/day of light oil in 2010, and that output remained stable throughout 2011. 
Nevertheless, Pemex maintains a positive outlook on the production future of this complex and it invested US$2.3 million in 
the renovation of Macuspana’s installations in 2009.          

VERACRUZ
In 2010, the Veracruz asset yielded a daily production of about 5,000 bbl/day, which decreased almost 40% in 2011 to some 
3,000 bbl/day.   

OFFSHORE

CANTARELL
Located 70km o� the coast of Campeche, Cantarell began producing heavy oil in 1979 and was Mexico’s biggest producer 
until 2009. In 2003, Cantarell peaked with an average 2.21 million bbl/day production, and has been declining ever since. This 
field yielded a daily estimate of 561,000 bbl/day in 2010, which decreased 10% in 2011 to 504,000 bbl/day. 

KU-MALOOB-ZAAP
Ku-Maloob-Zaap’s history began with the discovery of the Ku field in 1980, which started producing heavy oil in 1981. Located 
105km northeast of Ciudad del Carmen in Campeche, this asset became Mexico’s main producing field in 2009. In 2010, 
Ku-Maloop-Zaap’s oil production represented 33% of Mexico’s total with a production of 838,000 bbl/day. Production grew 
slightly to 840,000 bbl/day in 2011.    

ABKATÚN-POL-CHUC
Production in Abkatún-Pol-Choc started in 1980. By 2010, this field produced an average of 296,000 bbl/day, which decreased 
almost 7% to 276,000 bbl/day in 2011. The oil produced in Abkatún-Pol-Chuch is mostly light oil.  

LITORAL DE TABASCO
The Litoral de Tabasco asset was integrated with the Och-Uech-Kax project in 1996. In 2010, this asset produced an average 
of 247,000 bbl/day and 281,000 bbl/day in 2011, up 12% year-on-year. As of June 2011, the Litoral de Tabasco became Mexico’s 
third largest oil producer and it has surpassed all of the intended production goals.
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WHY WERE MANY ONSHORE 
FIELDS UNDERDEVELOPED?

Terciario del Golfo project, also known as Chicontepec, 

11% are located in other various onshore projects, and 

32% are located in o�shore regions, primarily in the Ku-

Maloob-Zaap, Akal, Ayatsil, Pit and Tsimin complexes. 

In addition, deepwater exploration holds the promise 

of eventually boosting Mexico’s overall production and 

reserves base. 

“Every time we have a better opportunity, we put the money 

where we have the fastest return, biggest production, and 

most value,” says Gustavo Hernández García, Subdirector 

of Planning and Evaluation at Pemex Exploration and 

Production. “This is the way that Pemex has always done 

things, and this is the reason why today we have lots of 

onshore fields with low activity and low production.”

Hernández García goes on to say that in order to turn this 

around, Pemex is aiming to increase its execution capacity 

as part of its strategic plan. Part of this will come as a result 

of the integrated service contracts in both the northern 

and southern onshore region – indeed, Pemex forecasts 

that the incremental production increase at the nine fields 

auctioned in the first and second bidding round will be 

between 50,000 and 60,000 bbl/day by 2014. Although 

Pemex forecasts an incremental production increase of 

between 15,000 and 20,000 bbl/day at Chicontepec 

by 2014, Hernández García says that finding funding for 

the onshore fields with low production rates will prove 

challenging: “Mexico’s Finance Ministry will never give us 

the money to develop or to continue producing at those 

older fields that only produce small amounts, because 

the Finance Ministry cares mainly about the return on 

investment and how fast they can get the return.”

Historically, Mexico’s onshore fields were of great 

importance to Pemex, before Cantarell was discovered and 

the majority of Mexico’s oil production moved o�shore. 

From the company’s incorporation, it was onshore fields 

in locations such as the Golden Lane that helped provide 

fuel for Mexico’s energy demand. By the 1960s, production 

was coming solely from Mexico’s northern region, where 

production peaked in the early 1970s. When the Chiapas-

Tabasco basin was discovered in 1972 in the southern 

region, and was found to be more productive than fields 

in the north, Pemex took the decision to allocate more 

resources to this region, and less to the north. As a result, 

production jumped to 711,000 bbl/day in the south, but 

dropped in the northern region.

As the graph below shows, Pemex’s production profile 

changed dramatically following the discovery of Cantarell. 

Pemex once again shifted the focus of its investment to an 

area where production was easier to obtain in large volume 

and at a lower cost per barrel, and neglected those areas 

it had previously relied on. As a result, when production at 

these shallow water areas peaked, production onshore was 

unable to replace it. Mexico’s overall production declined 

from 3.38 million bbl/day in 2001 to 2.55 million bbl/day 

in 2011, as a result of Mexico’s main production source, 

Cantarell, beginning to decline. 

Currently, most of Pemex’s main oil fields are located in 

the marine regions in southeastern Mexico, and both 

onshore and o�shore oil fields are abundant. Most of 

Mexico’s top-producing oil fields are located in or near the 

states of Veracruz, Tabasco and Campeche.  Of Mexico’s 

total probable oil reserves, 57% are located at the Aceite 

Source: Pemex
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ADÁN ERNESTO OVIEDO PÉREZ
Director General of Comesa

For now, we are testing the water to see what kind of 

companies are interested and we are sure that we will be 

able to provide all of them the basic services related to 

seismic acquisition, processing and interpretation in order 

to support their plans in those fields.

Our main purpose remains being a reliable service supplier 

and strategic partner for Pemex, and we will continue to 

provide both E&P services and pure exploration services, 

meaning seismic acquisition and processing services,  

to Pemex. 

At the same time, we are aware of opportunities in Latin 

America and one of the main objectives of our business 

plan is internationalization. We are looking for activities 

in Colombia, Guatemala, Brazil and Peru. We selected 

Colombia as the most attractive country to start our 

international activities, and right now we are processing 

some vintage seismic data for some operators in Colombia 

in our processing centre in Villahermosa. Initially we will 

look to work with local companies. 

Q: What is your perspective on the development of the 

Mexican oil and gas industry and the future of Pemex?

A: The industry and the world have changed a lot in recent 

times. For instance, the Middle East today is completely 

di�erent to the way it was two years ago; shale gas is a 

revolution in the industry and arctic exploration is on its way.

World energy demand will increase, so fossil fuels will 

play a key role in supplying that demand, regardless of 

alternative energy source developments. Mexico has a 

lot of potential in terms of hydrocarbon resources, both 

conventional and non-conventional, as well as clean energy 

sources. To create value for generations to come, Pemex is 

pushing to provoke the changes required to move faster 

to monetize these opportunities. I envisage an increasing 

level of activity in the Mexican oil and gas industry. 

the right partners for strategic alliances, and to become 

our partner, a company must be experienced, have a good 

reputation in the industry, and be a technology leader in 

its field.

Small operators will be more successful in operating mature 

fields, since they are obviously focused on managing costs 

and incorporating the right technology to solve the specific 

problems of each field. Comesa is very flexible and could 

move easily and quickly in selecting the most suitable 

technology for mature fields and entering into alliances to 

apply this technology. Since we are smaller, Comesa can 

be focused on operating a specific field. 

Pemex is supporting us as we are developing the required 

capabilities and skills, both in-house and with third 

parties, in order to provide these services. The main 

complementary skill that we must develop is related to 

well drilling operations. We have signed an alliance to 

provide workover services to Pemex, and step-by-step 

Comesa is developing these kinds of capabilities. We 

already have strong capabilities in subsurface analysis, 

and we are building strategic alliances with companies 

that have experience in enhanced oil recovery, ultimate 

recovery and artificial lifting. Pemex needs skills in artificial 

lifting, enhanced oil recovery, steam injection and electro-

centrifugal pumping, and during the next two years we 

will be focused on putting together a complete skills set 

to provide Pemex with integrated services that generate 

added value for Pemex and accelerate the decision-

making process. 

Q: Given your ambition, why did Comesa not obtain the 

bidding rules for the first round of integrated contracts?

A: At the moment we are supporting Pemex to successfully 

assign the first round. For future rounds, Comesa will be 

ready to participate. We have been dealing with a lot of 

companies that are bidding and many of them are asking 

Comesa to provide services when they win the bids. 

| VIEW FROM THE TOP

reserves and a huge amount of resources to discover 

in Mexico. The company doesn’t need to move abroad 

to prove itself to the rest of the world, but international 

operations could expose young Pemex engineers to 

di�erent business culture and practices in order to manage 

the future in the country.

Comesa is involved in at least three of these opportunities: 

in mature fields as a potential operator or service 

provider; in current production fields providing new 

seismic acquisition and processing and well planning; in 

deepwater exploration through technical assistance for 

the engineering of new production facilities.

Q: What are the main steps that Comesa has to make to 

qualify as a potential operator in mature fields under the 

integrated service contracts?

A: We are supporting Pemex in moving forward with the 

new integrated service contracts for mature oil fields, and 

we will participate as soon as we are able to operate a 

small field onshore, preferably in the southeastern part of 

the country. This will be a di�cult task but we have been 

working hard for the last few years in order to bring the 

necessary skills and capabilities into the company, and to 

make strategic alliances that will complement Comesa’s 

execution capabilities. Comesa is determined to select 

Q: Which organizational structure would be most suitable 

for Pemex to optimize production across its diverse 

portfolio of onshore and o�shore reserves, and in which 

areas can Comesa make the greatest contribution?

A: Mexico has an inventory of around 450 fields resulting 

from more than a century of exploration. Over the last 25 

years, Pemex has focused its investment only on the 60 

largest fields. That means there are more than 350 smaller 

fields that have been forgotten for a long time. Integrated 

service contracts are a solution for these mature fields. 

At the same time they enable Pemex to concentrate on 

fields like Cantarell, Ku-Maloob-Zaap, and Tabasco’s main 

onshore fields, which right now account for 80% to 90% 

of Pemex’s production.  Pemex must maintain control of 

these projects.  

I envisage three di�erent models to approach oil and 

gas opportunities in Mexico: mature fields run through 

integrated service contracts by small companies, based 

on technology and grounded in cost management; Pemex 

running and driving its traditional projects onshore and 

in shallow waters; and new partnerships for deepwater 

projects [see graph below]. In addition to these three 

di�erent business areas here in Mexico, internationalization 

could be the fourth development opportunity for Pemex in 

the years to come.  However, Pemex already has enough 
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SEISMIC SOLUTIONS 
FOR MATURE FIELDS
ROBIN ELLIS
Vice President Sales & Marketing of  
Sercel Western Hemisphere

processing data accurately without problems identifying 

the sensor location or azimuth.

Q: Pemex’s current exploration cycle has a strong 

focus on o�shore, and particularly deepwater, seismic 

data acquisition.  What is your outlook for Mexico’s 

onshore, transition zone, and shallow water market given  

that an estimated 40% of Mexico’s remaining reserves 

are onshore?

A: The future for deepwater exploration in Mexico of 

course holds great promise with the possibility that 

major fields are still to be found.  For Mexico, the fact 

remains that the cost to develop these fields and the 

delivery infrastructure required will be very great indeed. 

Even the best estimates suggest that production from the 

deep o�shore will not come online for quite a number  

of years. 

In the meantime, I fully expect that Pemex will apply the 

latest technologies, such as those we have just discussed, 

to provide a better understanding of mature shallow 

o�shore and mature onshore fields in order to maximize 

remaining production. 

As in many other areas of the world, attention in Mexico is 

now turning towards shale gas and oil exploitation.  Given 

the experience gained from the use of our equipment on 

US shale frack monitoring projects, Sercel stands ready 

with the tools necessary for the development of that 

exciting new arena.

added capability to record each receiver’s position and 

azimuthal orientation to a high degree of accuracy that 

really appealed to Comesa. 

Sercel and Comesa signed a favoured customer/technology 

partnership agreement in 2007 and the initial field testing 

and subsequent commercial deployment of the new 

system fit perfectly within the accord’s parameters.

Q: What are the technical advantages to satellite-

positioned DSUGPS sensor technology?  How does 

it compare to competing technologies in terms of 

accuracy, performance in challenging terrain, and  

cost-e�ectiveness?

A: DSUGPS’ ability to record sensor positioning with 

sub-metre accuracy and sensor azimuthal orientation to 

within three degrees is truly unique in the industry. Sensor 

positioning and orientation accuracy are of course critical 

to successful seismic data processing and the resulting 

reservoir imaging. However, an added advantage of 

this inherent capability is the ability to reduce a crew’s 

survey e�ort and expenditure because the seismic data 

acquisition system itself essentially does the final sensor 

position surveying automatically.

Q: To what extent did DSUGPS technology live up to the 

client’s expectations in the first project?

A: Comesa successfully completed its first 3D-3C survey 

using DSUGPS earlier this year and a second large survey 

is underway. The system has performed very satisfactorily, 

department are possible because we are constantly 

listening to our clients in an e�ort to understand their 

needs. We also have several very experienced field 

engineers who hold key positions that form a link between 

the field and the design lab. Their work is dedicated 

to ensuring that the products we produce meet the 

requirements of the industry both present and future.

Q: What are the main contributions that Sercel has made 

to the advancement of seismic data collection in the 

Mexican oil and gas industry in recent years?

A: Sercel has essentially been the supplier of choice for 

the contractors in Mexico in recent years. During that time 

we have introduced: wireless seismic with Comesa’s use 

of the UNITE system in highly populated areas of Tabasco 

where fielding cable systems with the channel density 

required by area geophysicists and interpreters had 

become increasingly di�cult; three-component surveys 

with Comesa’s use of 428XL DSU3 in areas of Veracruz 

state where acquisition of both P and S wave data allows 

illumination of previously undefined structures; and high 

production 3D wide azimuth marine seismic through 

the use of CGGVeritas’ Seal  428 & NAUTILUS-equipped 

vessels Vega and Vanquish. We also implemented high 

production slip sweep vibroseis with Geokinetic’s 

vibrators equipped with VE464 vibrator electronics 

in Tamaulipas state. VE464 facilitates the very latest 

production techniques that allow multiple vibrators to 

vibrate simultaneously thus allowing order of magnitude 

increases in production without sacrificing data quality.

Q: Mexico is home to Sercel’s first commercial project 

utilizing its DSUGPS technology, working with Comesa 

to supply 9,250 DSUGPS units. How did this project 

come about and why was Mexico selected as the first 

country in which the technology would be applied?

A: The use of DSU3 for three-component surveys dates 

back some eight or nine years. The introduction of 

DSUGPS, the latest of several generations of the device, 

happily coincided with a requirement for Comesa to 

shoot 3D-3C surveys in areas of southern Veracruz 

state. Although DSU3 is well known for its ability to 

record high-fidelity broadband data, it was the DSUGPS’ 

Q: What are the main global trends in high-tech integrated 

equipment for onshore hydrocarbon exploration and 

down-hole environments?

A: In onshore projects, one main trend is the increasingly 

high density of channels required on projects with 

a corresponding high channel count. Sercel’s Giga 

Transverse is designed to handle 100,000 live channels 

in real-time via a single transverse cable. For projects 

requiring channels in excess of that number, it is possible 

to deploy multiple GIGA transverses and pave the way for 

acquisitions of up to one million channels in real-time.  A 

tender in the Middle East is presently calling for 120,000 

live channels.

Three-component systems provide high-calibre images 

in areas where the acquisition of both P (vertical 

component) and S (horizontal component) waves 

allows for superior subsurface definition. Sercel’s DSU3 

is a state-of-the-art micro mechanical electrical systems 

(MEMS) accelerometer-based sensor unit. 

Cable-free systems provide greater flexibility in complex 

areas where cable deployment can slow production and 

constitute an HSE risk. Sercel’s UNITE system allows 

data to be “harvested” wirelessly from field station units 

in real-time or close to real-time from moving vehicles, 

even helicopters. This means that quality control need 

not be sacrificed.  Sercel provides optimal flexibility 

by designing both types of systems so that cable and  

cable-free equipment can be mixed seamlessly in the 

same project.

In down-hole environments, the demand for VSP tool 

levels is increasing and Sercel’s MAXIWAVE can provide up 

to 100 levels of 3-C acquisition at fast sample rates, using 

standard wirelines, for super high resolution 3D VSPs. The 

SLIMWAVE system can be equipped with a tractor device 

for deployment in horizontal wells and has proven itself 

as an excellent high frequency acquisition tool suitable 

for shale oil and gas frack monitoring surveys.

Q: How do in-house R&D work and field experience 

interact throughout Sercel’s innovation process?

A: Improvements and innovations from our R&D 
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needs. We also have several very experienced field 

engineers who hold key positions that form a link between 

the field and the design lab. Their work is dedicated 

to ensuring that the products we produce meet the 

requirements of the industry both present and future.
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Q: How do in-house R&D work and field experience 

interact throughout Sercel’s innovation process?

A: Improvements and innovations from our R&D 
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BRINGING LOCAL SERVICE TO 
DRILLING CONTRACTORS

“We are proud of our success in building a group of companies focused around our human resources outsourcing company, 

PAE,” says Fausto Muñíz Patiño, President of the group. “One often-overlooked aspect of any business is providing food to 

employees. Therefore, an important part of our group is a catering company, Gastronómica Contempo, which provides food 

to the workers that PAE provides, as well as working for other companies.”

Muñíz Patiño explains that one of the sectors that most requires on-site catering services in Mexico today is the oil and gas 

industry. Workers are often required to spend days and months in remote locations, where access to restaurants and food 

markets is limited, if not completely unavailable. Gastronómica Contempo has tailored its business in recent years to improve 

services specifically for the oil and gas industry. An example is its development of mobile kitchens with a kitchen and dining 

area integrated into one trailer.

As well as seeking solutions for managers, the company has also considered the employee; menus are prepared by a 

nutritionist, and rotated for a total eight-week period. 

CATERING SERVICES FOR REMOTE LOCATIONS

Reynosa 

Ave. De Los Encinos # 1011 E 
Parque Industrial Villa Florida 
Reynosa, Tamaulipas, CP 88730

Tel: +52 899 951 8275

Poza Rica 

Blvd. Puente Cazones II S/N 
Esq. Tamaulipas 
Col. Plan De Ayala Tihuatlan
Veracruz, CP 92900

Tel: +52 782 821 3483

Villahermosa 

Calle Acero Manzana 5 S/N Lote 3 
Ciudad Industrial Villahermosa
Tabasco, CP 86010

Tel: +52 993 353 4534

its-energyservices.com

First choice for global services in

Rental I Fishing I Casing Running I Manufacture & Repair

mexicosales@its-energyservices.com

horizontal lathe machines by Gurutzpe, Warner & Swasey, 

Ward, Leblond, and American, a Haas-made CNC horizontal 

lathe, and lathes, boring machines, drills and milling 

machines from well-known international manufacturers.

Legotec has a collaborative partnership with a number of 

international oilfield service companies to manufacture 

their drilling tools for the Mexican market. Olarte 

Villamizar explains, “These companies are looking to invest 

in Mexico for the design and manufacture of new tools, 

based on their own patents. This is an extremely exciting 

opportunity for Legotec: being able to work side by side 

with companies like Schlumberger and Halliburton, and 

o�ering our engineering and design perspective to perfect 

their tools for use in the Mexican market. Our state-of-the-

art manufacturing facilities mean that we have all the tools 

we need to help them in this area.” 

As well as working on these tailored projects, Legotec 

finds most of its work in the Reynosa manufacturing 

facility coming from the rehabilitation, maintenance 

and manufacturing of components for di�erent parts of 

drilling rigs, including bottomhole assembly, rig floor / 

top drive and rotary rig / draw work, blowout preventer 

stacks, mudpumps, drilling fluid equipment and directional 

drilling tools. When talking about the increased safety 

requirements for these components, Olarte Villamizar 

o�ers the view that the single greatest factor driving 

this shift was the Deepwater Horizon incident of 2010. 

“What happened at Macondo changed the view of oilfield 

companies completely. Now companies are taking more 

care of regulations, API norms and all the other standards 

that apply to the oilfield. Although the Macondo blowout 

was caused by problems with the rig’s blowout preventer, 

safety requirements have increased for all parts of a rig.”

“You will not find many oil tool manufacturers in Mexico,” 

says José Olarte Villamizar, General Manager of Legotec. 

“Most of the bottomhole assemblies and directional 

drilling tools used in the country today come from the US, 

China or India. Legotec is trying to change this situation, 

and increase the confidence of international companies 

buying from Mexican manufacturers.”

Seeing the opportunity to bring local service to drilling 

contractors in Mexico, Olarte Villamizar established 

Legotec in 2000. After establishing a facility in Veracruz, 

the company got its first breakthrough contracts with 

Schlumberger and Precision Drilling, later acquired by 

Weatherford. As the business started to grow, Legotec 

approached Pemex and received a contract to refurbish 

the company’s drilling rigs at the Burgos basin. As Pemex 

awarded Legotec more contracts, the latter company 

built facilities at Villahermosa and Veracruz, in order to be 

closer to Mexico’s main fields. 

The company’s main manufacturing facility is located in 

Reynosa. Olarte Villamizar explains that the need for a high 

quality product is twofold; first, Legotec needs to compete 

with US manufactured drilling tools that are fabricated to 

high manufacturing standards, and second because the 

quality requirements in the Mexican market are becoming 

increasingly stringent. 

In order to comply with increasing safety and quality 

standards at their manufacturing facility, Legotec has 

obtained ISO 9001 – 2008, API Q1 / Spec 7.1 – 7.2 – RP 7.6, 

NOM (Mexican O�cial Standard), DS1 (TH HILL) and AWS 

(American Welding Society) certifications. The company 

has also focused on bringing top-quality manufacturing 

machinery to Mexico in order to fulfil complex orders and 

provide innovative manufacturing processes, including 
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“We want to be the first Mexican company to win an integrated service contract,” says Luís Vázquez Sentíes, President of Grupo 

Diavaz. “We have the necessary experience to handle a contract of this nature given the experience we have acquired with the 

management of the multiple service contract that we are currently handling, and we are certain that we have the know-how 

both in handling the operation as well as in maintaining the relationship with Pemex to manage a project of this magnitude.”

In January 2012, Pemex released the information on the second round of integrated service contracts. One of the six areas 

on o�er is the Pánuco area, located in Tamaulipas with a total area of 1,839km2. Diavaz has been working a multiple service 

contract in the region, through its joint venture with Chinese company Sinopec, since 2008. Diavaz hopes that the experience 

gained in the four years working in the area will be a big help in deciding on a bid price for the contract. Vázquez Sentíes says 

that the company knows the area, the field, and the best way to handle the field, and has established a very good relationship 

with Pemex E&P in the region. He also points to the company’s knowledge of the soil and subsoil, thanks to geological and 

field engineering studies the company has carried out, as well as information obtained from wells in production. Since the 

Diavaz/Sinopec joint venture started working in the area, the reserve replacement rate has risen to 241%, which contributed 

to Pemex achieving its 101.5% overall reserve replacement rate in 2011. 

One of the biggest challenges for Grupo Diavaz to face if it wins an integrated service contract in 2012 will be becoming an 

operator, without an international partner, for the first time: until the introduction of the integrated service contracts, Pemex 

was the only operator working in Mexico, but this has changed under the new contracts. “We are certain that we have the 

potential, experience and talent to achieve this,” says Vázquez Sentíes. “As a result of the experience gained from the multiple 

service contract, we have covered the entire value chain. That is why we are so sure that we can be successful as operators. 

However, we are currently evaluating the advantages of bringing international partners into the service contract bids in order 

to gain support.”

PÁNUCO FIELD PART OF SECOND ROUND ISCs
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COOPERATION AND INNOVATION 
AT THE CORE OF PRODUCTION 
ENHANCEMENT

LEFT: Vicente González Dávila, Director General of Geo Estratos

RIGHT: Luís Vázquez Sentíes, President of Grupo Diavaz

was changed to accommodate this extra work, Vázquez 

Sentíes explained that it remained largely the same.

According to statistics from the CNH, oil production in the 

Ébano-Pánuco-Cacalilao sector has increased significantly 

in recent years. This is largely due to work done at 

the Ébano field, where monthly oil production went 

from 1,300 bbl/day in March 2008 to 4,800 bbl/day in  

September 2011.

The partnership between Grupo Diavaz and Sinopec 

has also been satisfying, from the Mexico-based group’s 

viewpoint. As a first time operator, Grupo Diavaz had the 

opportunity to gain experience, while Sinopec could profit 

from being part of a project in Mexico. “We learned a lot and 

so did they,” Grupo Diavaz’s President a�rms. “We have 

two meetings every year in China, and Sinopec regularly 

travels to Mexico as well. We have a good relationship and 

are doing well together.” 

DS Servicios Petroleros is able to take advantage of 

Sinopec’s experience and is allowed to use many of its 

methodologies and techniques developed for crude oil 

exploitation. The joint venture company has contracted 

the services of several third-party companies in order to 

provide the project with the technologies it needs to reach 

its e�ciency and productivity goals. Among the contractors 

was Geo Estratos, a Mexican company with strong roots in 

the region, which made its o�er more attractive by o�ering 

free exploration services. “Our solutions have contributed 

to a more than threefold increase in recoverable reserves, 

which brings additional economic benefits to the region as 

oil production increases,” explains Vicente González Dávila, 

Director General of Geo Estratos. “The information we have 

collected in the process has allowed us to continuously 

improve our processes and develop a technology platform 

that addresses the specific challenges associated with 

heavy oil production in this region. In turn, the combination 

of new technological development and favourable results 

from our free exploration services led to more of our 

services being contracted by DS Servicios Petroleros.”

Currently, Geo Estratos is contracted to o�er a portfolio 

of services including telemetry, well stimulations using 

the company’s proprietary Viscosity Bio Reducer, and 

solutions for the internal cleaning of pipelines. “Today, 

we complete more than 400 well stimulations a year 

in these fields,” says González Dávila. In fields where 

wells produce as little as 5 bbl/day, low-cost solutions 

to optimize production are essential. Increasing 

production by 5 bbl/day, which implies doubling 

production, has an enormous impact on the profitability 

and sustainability of these fields. “This project is 

illustrative of our commitment to developing and 

implementing technological and operational solutions 

that improve the return on investment in mature  

heavy oil fields, and o�ers Pemex and its contractors 

solutions to select the most appropriate technologies 

maximizing return through increased production while 

minimizing investment.”

As the joint venture in the Ébano–Pánuco-Cacalilao 

area has progressed well, Grupo Diavaz and Sinopec 

have expanded their project scope together by starting 

work on a new project at Chicontepec. Asked about the 

similarities between the Ebáno-Pánuco-Cacalilao sector 

and Chicontepec, Vázquez Sentíes is quick to say that 

there are few similarities. “It has a completely di�erent 

formation. Chicontepec has low permeability, whilst the 

permeability of the Ebáno-Pánuco-Cacalilao sector is 

much higher,” he explains.

The project is focused on water injection and will benefit 

from Sinopec’s expertise in this area. “Sinopec has very 

good water injection technology,” says Luís Vázquez 

Sentíes. “In the near future, we will start the test phase at 

the site to ensure that the method Sinopec is proposing 

- which we think is going to work - will actually work.” 

Vázquez Sentíes points out that Grupo Diavaz executives 

have visited the project in China where the technology is 

currently being used successfully. If the test in Chicontepec 

produces good results, the technique might be used in 

other areas of the sector. “I think it will take about ten 

months to see if the test works, “ explains Vázquez Sentíes. 

“If it does, then we are going to try do the same with 

further oil areas in Chicontepec.”

“Sinopec was one of the largest companies we went to 

visit and they had something to o�er, so we decided 

that they would be a good partner for us,” says Luís 

Vázquez Sentíes, President of Grupo Diavaz. In 2006, 

the company started a joint venture with Chinese oil 

company Sinopec, known as DS Servicios Petroleros, 

in order to focus on opportunities in the Mexican 

market. Although Grupo Diavaz is the operator of the 

joint venture, the two companies own an equal share of  

the business. 

In 2007, the group won a multiple service contract with 

Pemex Exploration & Production (PEP) that is considered 

by some to be Mexico’s first, albeit uno�cial, integrated 

service contract, focused on increasing production in the 

mature oil fields of the Ébano-Pánuco-Cacalilao sector, 

located in the states of San Luis Potosí and Veracruz. 

PEP announced that the contract would concentrate on 

re-evaluating reserves and designing alternative solutions 

to improve production of the fields in that region. The 

area includes one of the oldest oil fields in Mexico, where 

production began by foreign oil companies at the turn of 

the 20th century, before Pemex’s 1938 creation.

The joint venture’s operations formally started in March 

2008. The plan for the project covered under the contract, 

as part of the overall development of the Ébano-Pánuco-

Cacalilao region, was to reach production levels of 6,000 

bbl/day in 2008, and 12,000 bbl/day in 2012. In order to 

boost production, 120 new wells were drilled, and 420 

existing wells were reactivated.

Vázquez Sentíes believes that to date the project has 

been very successful: after conducting seismic studies 

and exploratory drilling, the company was able to add 

significantly to the recoverable reserves in the Ébano-

Pánuco-Cacalilao fields. “When we won the contract, we 

had reserves of 60 million barrels. Right now, there are 200 

million barrels, a significant increase. The project has been 

very successful,” says Vázquez Sentíes. He adds that this 

increase in reserves meant that there was much more work 

to look forward to than expected.

“The only thing that it changed was that with a previous 

reserve level of 60 million barrels we had not planned 

to engage in much drilling. The project would have been 

six slow years of production before finishing,” Vázquez 

Sentíes says, “But with the new levels of reserves we 

are going to do a lot more work and are increasing the 

production significantly.” Although the original contract 
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had reserves of 60 million barrels. Right now, there are 200 

million barrels, a significant increase. The project has been 

very successful,” says Vázquez Sentíes. He adds that this 

increase in reserves meant that there was much more work 

to look forward to than expected.

“The only thing that it changed was that with a previous 
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to engage in much drilling. The project would have been 
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oil fields in Mexico with the goal of improving their 

productivity, including in the Ébano-Pánuco-Cacalilao 

area, where it was introduced in wells to stimulate their 

production level. Also, a drilling mud made with a BRV 

base was used in the Ébano 1089 H well. Geo Estratos is 

currently undertaking tests to find out if this drilling mud 

could be used in deepwater drilling.

BRV is one of a number of technologies that Pemex is 

currently using in an attempt to increase production in 

heavy oil fields like Ébano-Pánuco. CNH figures show that 

monthly oil production in the Ébano field has increased 

from 1,300 bbl/day in March 2008 to 4,800 bbl/day in 

September 2011, although the precise contribution of BRV 

to this figure is di�cult to estimate. Geo Estratos says that 

BRV  is also employed to facilitate transportation of crude 

in the pipeline system from the Cacalilao station to the 

Madero refinery. Managing and transporting heavy crude 

oil normally requires high levels of pressure and heat; 

however, BRV not only reduces viscosity but also allows 

lower pipeline operating pressure.

About 55.6% of Mexican oil production in 2011 was heavy 

oil, according to the Energy Ministry’s statistics. The large 

majority of the extracted heavy oil comes from the North 

East Marine region from basins including Ku-Maloob-Zaap 

and Cantarell, but heavy oil production has been increasing 

in the northern region since 2005, where Ébano-Pánuco-

Cacalilao is located. Furthermore, 60% of Mexican proven 

oil reserves as of January 1st 2011 consisted of heavy crude 

oil, according to numbers of Mexico’s Energy Ministry. 

That being the case, BRV could prove particularly valuable 

to Mexico as it continues its e�orts to boost national  

oil production.

Viscosity Bio Reducer (Bio Reductor de Viscosidad – BRV) 

is a substance made from vegetable oils that decreases 

the viscosity of heavy or extra heavy oil. Used in heavy 

oil wells, BRV can increase production rate by easing oil 

flow, including in the presence of low temperatures, for 

example through production pipelines. BRV, developed by 

Mexican company Geo Estratos, can also be used for the 

cleaning of wells and pipelines: it facilitates the removal 

of oil deposits or emulsions linked to heavy oil, and hence 

helps prevent the potential obstruction of wells and the 

subsequent decrease of productivity.

The substance interacts with the hydrocarbon’s molecular 

structure, reducing its interfacial strength to increase 

separation of its molecules and decrease its viscosity. 

According to studies by Geo Estratos, a BRV application 

of 5% at an average temperature of 25°C can reduce oil 

viscosity by a little more than tenfold and can result in a 

40% increase in the API of the oil. A mere 2% application 

at the same temperature is enough to reduce the crude’s 

viscosity by nearly half and to increase the API by almost 

23%. In an oil sample taken from a 540m deep well, a 2% 

application reduced the percentage of emulsions from 14% 

to 1.6%.

In 2009, Geo Estratos opened its first BRV facility, which 

produces the substance by refining biodiesel. The company 

creates the biodiesel from a mixture of recycled and virgin 

vegetable oils, which include oil from the Jatropha Curcas 

plant. One hectare of this particular crop provides 1,200 

litres of biodiesel and 2,440 litres of BRV, according to Geo 

Estratos’ figures.

Geo Estratos has applied the substance to several mature 
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Schlumberger, Weatherford and Tecpetrol. The goal of 

these field labs was to focus investments in value creation, 

increasing the productivity of existing wells and bringing 

technical solutions to the challenging geology. The service 

companies would look at ways to redesign wells and 

infrastructure according to the local needs of each field lab.

Meanwhile, the newly created CNH stepped in to evaluate 

the project and deliver its judgement on Pemex’s actions 

thus far at Chicontepec. The news was not what Pemex 

chiefs wanted to hear, with Juan Carlos Zepeda Molina, 

President of the CNH, declaring after their review that, “the 

project should be stopped and reinstated when there is a 

real development plan.”

The CNH found that Pemex drilling a high number of wells 

with few tangible results was economically unviable, and 

told Pemex it was pursuing the Chicontepec project with 

only short-term production goals in mind rather than 

ensuring the optimal exploitation of the reserves. The CNH 

stated that Pemex was more focused on the operations 

side, and on developing strong drilling and completion 

capabilities. After a year and a half of operations, the 

NOC had drilled 2,000 wells, but many of these were not 

producing any oil. Despite this, Pemex continued to drill 

new wells. 

The first CNH report in April 2010 was issued shortly 

after Pemex announced in a March 2010 conference 

call that it had started field labs to improve well 

productivity, among other things. However, rather than 

focusing on understanding the complex geology of the 

Chicontepec field, the regulator argued, Pemex had 

prioritised production targets and expended too much 

capital on these goals. The CNH report was written after 

consultation with geologists and geophysicists at the 

National University of Mexico. One of the main conclusions 

drawn was that development at Chicontepec should 

be refocused on technology developments - to create a 

better development plan for the region, and how to sustain 

production at wells that have already been drilled.

In reaction to the CNH criticism, Pemex scaled back its 

Chicontepec drilling and took a longer-term approach to 

the project. After looking at the work done so far in the 

field labs, the current approach to developing Chicontepec 

is to drill some horizontal wells and some vertical, as well 

as looking at slanted and multilateral drilling options.  

According to CNH figures, Pemex drilled 794 wells in 

Chicontepec in 2009, but this figure declined in 2010 to 

438 wells. In 2011, 322 drilled wells were added, which led 

to an increase in the average number of operating wells 

from 1,554 in 2010 to 2,029 in 2011. Output also improved 

over this time. January 2011 results showed Chicontepec 

producing at 44,700 bbl/day, but by the end of the year 

this had increased to 63,900 bbl/day.

Adán Ernesto Oviedo Pérez, Director General of Comesa, 

believes that Chicontepec is the most challenging project 

in the history of Pemex – he adds that he believes it to 

be even more of a challenge than Pemex’s move to 

deepwater. “Pemex’s main fields traditionally have had a 

large volume of oil concentrated in a small area. As long 

as wells were drilled in the right area, no matter if you had 

problems while drilling, the oil still flowed out. Chicontepec 

is very di�erent: it is not carbonated, it is not a giant field, 

it is quite heterogeneous, its sand reservoirs are relatively 

small and have very low permeability, wells require 

hydraulic fracturing and pressure maintenance systems 

from the beginning, so Chicontepec is quite complicated; 

it’s a non-conventional reservoir and must be dealt with as 

a resource play,” he says. 

Oviedo Pérez believes the priority for Pemex must be 

to understand the subsoil in better detail, from the 

distribution to the thickness of the reservoirs. He also 

believes that new seismic data is required to better map 

the reservoir complexity in order for Pemex to better 

define well locations. On the positive side, Oviedo Pérez 

believes that Pemex has now overcome its challenges 

understanding the best way to drill at Chicontepec.

The Chicontepec formation holds Mexico’s largest certified 

hydrocarbon reserves, containing more than 19 billion Boe 

in proved reserves, and over 139 billion Boe original oil in 

place. However, to date Chicontepec has not delivered 

on its potential to contribute substantially to Mexico’s 

production level because the oil has proven very hard 

to extract. If production can be raised at Chicontepec, 

it would be highly rewarding: the reservoirs at the field 

contain deposits of both light and super-light crude oil.

Located in east-central Mexico, with parts of the field in 

Veracruz, Hidalgo and Puebla, Chicontepec covers around 

3,875km2. Pemex believes that in total there are between 

29 di�erent reservoirs composed of channel complexes 

flanked by and resting on lobe sandstones. Around half of 

the field consists of shales or silty shales with the remainder 

composed of thin sandstone beds. All the reservoirs have 

permeability of between 0.1 and 10 mD and porosity of 

between 5% and 15%. 

The field’s geology has made exploitation extremely 

di�cult. Oil was first discovered at the field in 1926, but 

only in recent times has Chicontepec become a priority 

for Pemex. In 2006, President Vicente Fox announced a 

new investment plan to revitalize Chicontepec by investing 

US$37.5 billion over a 20-year period with the intention of 

boosting output to 1 million bbl/day. At the time, Pemex 

executives estimated that as many as 20,000 wells would 

need to be drilled in order to reach this production level.

However, the 1 million bbl/day production target was 

a long way o�; output reached only 30,000 bbl/day by 

September 2009, though Pemex had spent around US$11.1 

billion. The company established localized field labs in 

collaboration with some of the world’s leading oilfield 

service companies such as Halliburton, Baker Hughes, 
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This is the reason that Pemex established its five field 

labs at Chicontepec, and so far the strategy is working. 

Each field lab is assigned to a relatively small area, and 

tasked with performing tests on di�erent options for 

drilling paths, di�erent methods of fracturing and so 

on. If Pemex wants to take the Chicontepec project to 

the next level, they have to allow many companies to 

participate, whether they are international, national or 

regional companies. The integrated service contract 

model could work as another tool for Pemex to succeed 

at Chicontepec. Eventually, it might be a mix of methods, 

a hybrid model where for some areas, Pemex works in 

partnership with other companies and in others these 

companies work on their own. The potential is there in the 

wells. Productivity is very important. Chicontepec now has 

a “productivity group” of engineers who are making sure 

that all the wells are producing every day, and that’s why 

Chicontepec production is picking up. Now at Chicontepec, 

drilling has decreased but production has continued to 

rise. The last issue, but not in importance, is improved oil 

recovery. The geology at Chicontepec features very tight 

rock. If Pemex does not maintain well pressure, or increased 

production through injection of fluids or infill drilling, 

production will become increasingly di�cult. 

These are the issues that the CNH has identified as its 

major challenges at Chicontepec, and at the CNH we are 

pleased that Pemex is moving in the right direction in 

terms of reorienting the project.

for 20,000 vertical wells in perfectly equal spacing. When 

you have something that is perfectly homogenous on the 

subsurface, this strategy will work. If you have something 

like Chicontepec, it is clear that one well is going to hit the 

sweet spot, but the next well might not, and the one after 

that will be dry. You don’t need to be an expert in geology 

to know this. 

However, since our analysis of Chicontepec, Pemex’s 

development solution has changed, and the company 

acknowledges that some areas will need to be drilled using 

vertical wells, while other areas will need to be drilled using 

horizontal wells, slanted wells, or multilaterals, and Pemex 

is now concentrating on that. 

Q: What are the other challenges that Pemex is facing 

at Chicontepec, and how is their development plan 

progressing?

A: There are no real analogues to a deposit like 

Chicontepec. No major companies operate this type of 

field independently anywhere around the world. Fields of 

this size and complexity are run by dozens of companies, 

and this is also the case for fields that are substantially 

smaller. Here, Pemex is trying to do the whole thing on its 

own, but Chicontepec is too large. It is impossible for one 

company to drill thousands of wells per year and at the 

same time take care of each of these wells every day.

region, but we want to get there sooner rather than later.

Q: What are the main production solutions that Pemex 

has already introduced?

A: Fracking is a technique that has gained exposure in 

recent years because of the rise of shale gas. However, 

Chicontepec contains tight oil, which also requires 

hydraulic fracturing to release the oil from the subsurface. 

Pemex is currently in the process of developing fracking 

technology, and to a large degree, success hinges on 

learning the correct drilling techniques. Pemex has 

succeeded at some wells in Chicontepec, having drilled 

wells that have produced over one million barrels following 

the use of the correct drilling technique for the location. 

This is certainly something that Pemex needs to analyse, 

because the results from these wells could very easily be 

applied to other wells in the region.

The next issue is related to learning to adapt to a new 

operating environment. For many years, Pemex was used 

to easy oil. Pemex has wells at Cantarell that produced 

over 30,000 bbl/day in the early 1980s. You didn’t have to 

do much, because the well was there and it was producing, 

even if there wasn’t the right valve or pipe or administration. 

If a well produces 30,000 bbl/day, it pays for everything. 

This is not the case with Chicontepec. Pemex has to be 

meticulous and very careful with what it does with these 
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production. Nonetheless, they kept drilling, adding more 

and more new wells. 

The biggest factor for the accelerated development of 

Chicontepec was Cantarell reaching its production peak. 

Since Cantarell was declining rapidly, Pemex put extreme 

pressure on replacing its production as quickly as possible. 

If you have a declining supergiant, then you have to 

substitute it with either another supergiant, a few giants, 

or multiple smaller fields. When you look around and ask 

yourself where you have an oilfield of that size, it has to  

be Chicontepec. 

Geologically speaking, Chicontepec is unique, because it 

has a very particular geological history. Our first priority 

was to understand the composition of the subsurface, 

which was done by obtaining and integrating seismic 

data, and analysing depositional models. We gathered 

knowledge with the help of the National Autonomous 

University of Mexico (UNAM), which has very good 

geologists and geophysicists. One of the main conclusions 

was that the project management had to re-focus on 

research and technology development.

With production per well below 30 bbl/day due to 

Chicontepec’s complex geology, the production 

enhancement strategy had to be simultaneously focused 

on optimizing production per well, minimizing the number 

of non-producing wells, and drilling additional wells to 

drive the desired production increase to counterbalance 

faster than the forecasted production decline in Cantarell. 

The average daily production per well in the US is around 

10 bbl/day, but the production situation is di�erent to 

Mexico. In the US, many of these wells are owned by small 

companies that not only have owned the wells for decades, 

but also can turn production on and o� according to the 

oil price. In contrast, Pemex cannot rely on a vast number 

of producing wells that can simply be turned on and 

therefore embarked on a programme to drill thousands of 

wells in a short time span. In the process the company had 

to master the craft, hence the di�culty at Chicontepec.

While preparing the Chicontepec analysis, the CNH received 

the development plan for the region. It included the cost 

Q: After the CNH was created in 2008, the first full scale 

field assessment it worked on was at Chicontepec. How 

did this come about?

A: The bill to create the CNH was passed into law by 

Congress on November 28, 2008, and consists of a 

package of new laws, one of which dealt with the creation 

of a National Hydrocarbon Commission and gave precise 

details about the agency’s composition. In May 2009, 

the commissioners in charge of the CNH received their 

presidential appointments. Soon afterwards, in June 

and July, we had our first board meeting. We already 

had o�cial letters from the Senate, the Energy Ministry 

and the new independent advisors of Pemex requesting 

the CNH’s opinion on the situation at Chicontepec. We 

discussed the matter, and I was given the honour of 

preparing the Chicontepec analysis. I visited the field on 

several occasions, interviewed the people in charge, such 

as the Director of Pemex E&P and the Vice-President 

in charge of the northern region. Additionally, we had 

several meetings at Pemex headquarters. I gathered all the 

information I could, which was sizeable. We spent a few 

months analysing all the information in terms of geology, 

geophysics, drilling engineering, reservoir engineering, 

production engineering, surface facilities, economic 

evaluation, safety, and gas flaring, and prepared an integral 

analysis. We came to the conclusion that there was a major 

problem in terms of project management. In our opinion, 

the approach that had been implemented was incorrect. 

Q: Why has Chicontepec posed so many challenges?

A: At that time, Pemex believed that it had about 137 

billion Boe of original volume in place in the region. The 

CNH believed that this number was too high for many 

reasons. Technologically speaking, Chicontepec has no 

analogues, even though many people have claimed that 

it does. When you find this kind of rare deposit, you 

need to be very careful about what project management 

strategy to implement. Pemex followed a strategy that 

was more focused on the operations side, developing very 

strong drilling and completion capabilities. Indeed, they 

mastered the drilling part, reducing the total drilling time 

to nine days. After two years, they had drilled 2,000 wells, 

but more than half of those wells had very low levels of 
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production engineering, surface facilities, economic 
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analysis. We came to the conclusion that there was a major 
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the approach that had been implemented was incorrect. 
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A: At that time, Pemex believed that it had about 137 

billion Boe of original volume in place in the region. The 

CNH believed that this number was too high for many 

reasons. Technologically speaking, Chicontepec has no 

analogues, even though many people have claimed that 

it does. When you find this kind of rare deposit, you 

need to be very careful about what project management 

strategy to implement. Pemex followed a strategy that 

was more focused on the operations side, developing very 

strong drilling and completion capabilities. Indeed, they 

mastered the drilling part, reducing the total drilling time 

to nine days. After two years, they had drilled 2,000 wells, 

but more than half of those wells had very low levels of 
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PERSPECTIVES ON CHICONTEPEC
GUSTAVO HERNÁNDEZ GARCÍA, Sub-Director of Planning, PEP, President of CIPM

Chicontepec should be considered an unconventional reservoir due to its complex geological formation, says Gustavo 

Hernández García, Sub-Director of Planning at Pemex E&P and President of CIPM. “As a result of starting to view the field 

in this way, we are starting to change the story of Chicontepec. In the last year, we have managed to increase production at 

Chicontepec by over 50%, mainly as a result of better operational practices. We are learning a lot from the field’s five field 

labs, both in terms of technical field details and best practices being used by the companies working there.”

Hernández García says that some of the most important best practices to be learnt from these international companies are 

operational. For example, Tecpetrol, one of the companies operating a field lab, works in three eight-hour shifts rather than 

two twelve-hour shifts. “This change means that they could pay more attention to the wells. Adopting this change within 

Pemex meant changing union regulations and going against established practices, but once this was done, we started to see 

major improvements in daily production.” Hernández García says that the idea faced some opposition from within Pemex 

because of the number of extra employees that would have to be employed at Chicontepec, but the results from Tecpetrol 

were enough to eventually prove the merits of the plan. 

As well as operational changes, Pemex has also changed the technologies used at Chicontepec. Implementing automation at 

the wells at Chicontepec has been important simply because of the number of drilled wells in the region. In 2010, each well 

was only measured on a bi-monthly basis. Today, these wells are measured every 15 days. By 2012, Pemex hopes to be able 

to monitor all 2,000 wells every other day. “We hope this will bring big changes to production levels at Chicontepec – with 

better monitoring, we can start to optimize production at the wells. It is like checking up on a patient in a hospital,” says 

Hernández García.

LUÍS VIELMA LOBO, Director General of CBM Exploration and Production

“If Pemex didn’t understand that Chicontepec is a very complicated reservoir before, they certainly do now,” says Luís 

Vielma Lobo, Director General of CBM Exploration and Production. “A complex reservoir demands complex solutions. It is 

impossible to fully exploit a complex reservoir with technology for simple reservoirs, and if you try you will find yourself with 

extremely low recovery factors. Pemex’s top management now understands this, and is dealing with the reservoir with the 

right attitude: looking for the technology and processes that such a reservoir requires. It is going to take time, but I have no 

doubt that they will now start to increase their recovery factor.”

Vielma Lobo believes that one of the best fields against which to compare Chicontepec is the Spraberry field in West 

Texas. After 60 years of production at Spraberry, operators achieved a 60% recovery factor. Even today, production is still 

economically attractive. Vielma Lobo believes that the lessons learned by operators at Spraberry are vital to Pemex’s best 

exploitation of Chicontepec: “First, Pemex needs to fully understand its reservoir. Each 100m2 of surface area needs to 

be designated as its own reservoir area. Then Pemex needs to understand the geology of each of these: how permeable 

the area is, and the nature of its fracturing. Based upon that information, it should be decided where in the 100m2 Pemex 

should drill. Recovery factors will not be improved if well spacing is at 400m; it needs to be closer to 20m, which was done 

at Spraberry. “Another important thing is to learn about fracturing. Everybody does hydraulic fracturing in the oil industry 

with di�erent purposes. In these complex fields, you have to use fracking for a very particular purpose, which is to extend 

the flow spacings.”

EDUARDO CAMERO GODÍNEZ, Director General of Exploration and Production at Mexico’s Energy Ministry

“We know that the oil is there and that the resources are very significant. We just need to figure out an economically viable 

way to develop those resources,” says Eduardo Camero Godínez, Director General of Exploration and Production at Mexico’s 

Energy Ministry.  He believes that success hinges on a combination of technological breakthroughs, and that Pemex’s field 

lab venture will eventually yield the necessary results, if and when the trial is expanded to the whole region. 

Camero Godínez says that companies operating field labs at Chicontepec will be able to parlay their experience into attractive 

bids when Pemex o�ers incentive-based contracts for the field. The tender launch is expected to be announced in the first 

half of 2012. “These companies are subject to less risk, as they have a working understanding of the field, and they have 

developed special techniques in their narrow areas that might be extended to the whole field. On paper, it’s a very good idea 

to give companies access to a portion of the field in order to develop techniques to stimulate production. In some cases, it 

may be proprietary technology or techniques, but in some other cases, it can be just a breakthrough that other companies 

can replicate,” Camero Godínez says.

FIELD LABS IN CHICONTEPEC

1. Coyotes Field 
Operator: Tecpetrol

2. Agua Fría Field 
Operator: Schlumberger

3. Coralillo Field 
Operator: Baker Hughes

4. Presidente Alemán Field 
Operator: Weatherford

5. Remolino Field 
Operator: Halliburton

The implementation of field 

labs yielded higher production 

volumes and helps Pemex in 

increasing the recovery factor. 
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WEATHERFORD’S FIELD LAB 
EXPERIENCE IN CHICONTEPEC
Q: In 2011, production in Chicontepec was on the rise, 

does this mean that the field lab strategy is paying o�?

A: The answer is yes. The field lab strategy is an 

alternative strategy to improve the productivity of 

Chicontepec wells under a cost-benefit scheme through 

the implementation of new technologies and best 

practices. Currently, Weatherford is responsible for 

managing the Presidente Alemán field lab (LCPA) that 

has contributed an average production of about 3,000 

bbl/day with 62 active wells. In the Aceite Terciario 

del Golfo (ATG), or Chicontepec, project, Weatherford 

has drilled and completed more than 800 wells, which 

have contributed to the production increase. Improving 

well productivity is important for the planning strategy 

between Pemex and Weatherford, because it underpins 

the increase in the recovery factor and hence the lifespan 

of each well.

Q: The aim of the field labs was to have five  

di�erent companies applying di�erent technologies 

at Chicontepec. What has Weatherford learned from  

this process?

A: Weatherford has definitely gained a better understanding 

of the reservoir’s complexity in response to the applied 

technologies and numeric simulation models that we 

have applied to characterize the reservoir and predict the 

behaviour of the fluids in the geological formation. Another 

important driver of increased production has been the 

optimization of production intervals for the application of 

artificial production systems. These best practices, based 

on lessons learned through the field lab approach, have 

resulted in a more profitable field operation for Pemex. 

Below are the main solutions that Weatherford has 
applied at its field lab, in order to increase production:  

 

 to justify the selection and application of technologies 

 to implement the optimization process.

 

 the LCPA), with the objective of having a higher 

 accumulated production in a shorter time, prolonging 

 the declination curve.

 

 technology that minimizes system failures with a 

 higher integrity in the overall well production.  

 

 recovery in wells with a high gas-oil ratio and low 

 productivity index. 

 

 that result in better e�ciency of the system and 

 production spending. 

Horacio Méndez Villalobos, General Manager of Weatherford Mexico
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| VIEW FROM THE TOP
The Chicontepec field has witnessed a 21% increase in oil production from 2010 to 2011. With a production of 44,700 bbl/day 

in January 2011 and 63,000 bbl/day one year later, the field produced an annual average of 52,000 bbl/day. By the end of 

2011, Chicontepec had 2,270 operating wells and 956 non-producing wells and Pemex surpassed its intended goals in terms 

of both the construction and the drilling of new wells in the field. The increase in the average number of operating wells 

from 1,884 to 2,270 over the 12 months before January 2012 played a central role in the substantial increase in Chicontepec’s 

production over this period. 
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competitiveness of ITS?

A: In recent years, Pemex has worked hard to increase the 

standards they demand from their oilfield service partners 

and are beginning to request equipment manufactured 

and certified by machine shops with an API license. This 

gives us a competitive edge against all other machine 

shops in the area, including in Villahermosa. On top of that, 

we are also working on our quality control systems and we 

will also be applying throughout 2012 for an API Q1 license. 

Baker Hughes, Schlumberger and Halliburton are all in 

the process of moving from an API onto a DS1 inspection 

standard and they are beginning to invest heavily in more 

certified equipment. Post-Macondo, a lot of attention 

has been given to the quality of the equipment, from 

traceability to certification, so we are hoping that this will 

play to our favour in Mexico. 

We are confident that the northern region project will be 

good for us in terms of bringing repair and manufacturing 

work to our three facilities in Poza Rica, Reynosa and 

Villahermosa. Right now, iTS is manufacturing downhole 

components for Halliburton in Houston, and exporting the 

finished products to Mexico. By setting up a machine shop in 

Mexico, we will be much closer to our clients in the country.

Q: What are your expectations for Pemex’s appetite for 

new technology introduction in 2012, and what is your 

outlook on the development of the market for ITS?

A: Pemex is definitely hungry for new technology. Rather 

than developing technology, they rely on international 

companies to propose new ideas and I must admit that 

they are always open and welcome to at least hear 

proposals from us. At a corporate level, our research 

and development e�orts are paying o� and we are now 

manufacturing whipstock units and drilling jars that 

are designed by our in-house engineering department  

in Houston. 

After the 2009 and 2010 slowdown, Mexico is steaming into 

2012. After following our gut feeling and taking a financial 

risk with our aggressive capacity building investment over 

the past years, we are confident that our confidence in the 

Mexican market will certainly pay o�.  

Q: ITS Energy Services was recently awarded a contract 

with Pemex in its onshore northern region. Which services 

will iTS be performing under the terms of the contract and 

how long will it last?

A: ITS won a 24-month contract with Pemex to provide 

casing running services. We will be responsible for 

introducing all the casing, torqueing up and setting casing 

for Pemex in their northern region. There are currently nine 

rigs in place at these fields, of which two are workover 

rigs. The rig count is expected to increase throughout 

2012, but that has yet to be confirmed. These rigs cover 

the northeastern area, Burgos and beyond the Tamaulipas 

border into Coahuila. 

We were hoping that Pemex would tender extra services, 

which they did, but unfortunately due to certain companies 

in the market under-bidding on the contracts, Pemex 

declared seven of the 10 tenders void. The contracts 

that were not voided were not interesting for us from a 

financial perspective. We hope that in the months to come, 

the voided tenders will be relaunched, as they will be 

necessary to fulfil the services that these nine rigs require. 

We also expect further services to be introduced in the 

region that ITS would be extremely interested in, including 

tubulars, drill pipe rental, downhole tools, pressure control 

equipment, fishing and re-entry, but these are yet to be 

determined. However, we are happy to see a pick-up in 

business at our Reynosa facility, because it has been ITS’ 

weakest market for considerable time now.

Q: What was the company’s entry strategy into the 

Mexican market?

A: We reasoned that Villahermosa would be the sensible 

place to start in Mexico, after looking at the market and 

the needs of Pemex. The business we decided to start in 

was oilfield equipment, downhole rental tools and pressure 

control equipment. Shortly after, we started setting up 

operations in Poza Rica and Reynosa simultaneously. These 

are three completely di�erent markets, each one asking 

for di�erent types of services and di�erent equipment.   

Q: How will advanced machine manufacturing facility 

that ITS is establishing in Poza Rica enhance the 

Source: CNH
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OILFIELD SERVICES 
DRIVE PRODUCTION 
IN MATURE FIELDS 
DANIEL ROSENQVIST
Country Manager Mexico of ITS Energy Services

| VIEW FROM THE TOP
The Chicontepec field has witnessed a 21% increase in oil production from 2010 to 2011. With a production of 44,700 bbl/day 

in January 2011 and 63,000 bbl/day one year later, the field produced an annual average of 52,000 bbl/day. By the end of 

2011, Chicontepec had 2,270 operating wells and 956 non-producing wells and Pemex surpassed its intended goals in terms 

of both the construction and the drilling of new wells in the field. The increase in the average number of operating wells 

from 1,884 to 2,270 over the 12 months before January 2012 played a central role in the substantial increase in Chicontepec’s 

production over this period. 
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competitiveness of ITS?

A: In recent years, Pemex has worked hard to increase the 

standards they demand from their oilfield service partners 

and are beginning to request equipment manufactured 

and certified by machine shops with an API license. This 

gives us a competitive edge against all other machine 

shops in the area, including in Villahermosa. On top of that, 

we are also working on our quality control systems and we 

will also be applying throughout 2012 for an API Q1 license. 

Baker Hughes, Schlumberger and Halliburton are all in 

the process of moving from an API onto a DS1 inspection 

standard and they are beginning to invest heavily in more 

certified equipment. Post-Macondo, a lot of attention 

has been given to the quality of the equipment, from 

traceability to certification, so we are hoping that this will 

play to our favour in Mexico. 

We are confident that the northern region project will be 

good for us in terms of bringing repair and manufacturing 

work to our three facilities in Poza Rica, Reynosa and 

Villahermosa. Right now, iTS is manufacturing downhole 

components for Halliburton in Houston, and exporting the 

finished products to Mexico. By setting up a machine shop in 

Mexico, we will be much closer to our clients in the country.

Q: What are your expectations for Pemex’s appetite for 

new technology introduction in 2012, and what is your 

outlook on the development of the market for ITS?

A: Pemex is definitely hungry for new technology. Rather 

than developing technology, they rely on international 

companies to propose new ideas and I must admit that 

they are always open and welcome to at least hear 

proposals from us. At a corporate level, our research 

and development e�orts are paying o� and we are now 

manufacturing whipstock units and drilling jars that 

are designed by our in-house engineering department  

in Houston. 

After the 2009 and 2010 slowdown, Mexico is steaming into 

2012. After following our gut feeling and taking a financial 

risk with our aggressive capacity building investment over 

the past years, we are confident that our confidence in the 

Mexican market will certainly pay o�.  

Q: ITS Energy Services was recently awarded a contract 

with Pemex in its onshore northern region. Which services 

will iTS be performing under the terms of the contract and 

how long will it last?

A: ITS won a 24-month contract with Pemex to provide 

casing running services. We will be responsible for 

introducing all the casing, torqueing up and setting casing 

for Pemex in their northern region. There are currently nine 

rigs in place at these fields, of which two are workover 

rigs. The rig count is expected to increase throughout 

2012, but that has yet to be confirmed. These rigs cover 

the northeastern area, Burgos and beyond the Tamaulipas 

border into Coahuila. 

We were hoping that Pemex would tender extra services, 

which they did, but unfortunately due to certain companies 

in the market under-bidding on the contracts, Pemex 

declared seven of the 10 tenders void. The contracts 

that were not voided were not interesting for us from a 

financial perspective. We hope that in the months to come, 

the voided tenders will be relaunched, as they will be 

necessary to fulfil the services that these nine rigs require. 

We also expect further services to be introduced in the 

region that ITS would be extremely interested in, including 

tubulars, drill pipe rental, downhole tools, pressure control 

equipment, fishing and re-entry, but these are yet to be 

determined. However, we are happy to see a pick-up in 

business at our Reynosa facility, because it has been ITS’ 

weakest market for considerable time now.

Q: What was the company’s entry strategy into the 

Mexican market?

A: We reasoned that Villahermosa would be the sensible 

place to start in Mexico, after looking at the market and 

the needs of Pemex. The business we decided to start in 

was oilfield equipment, downhole rental tools and pressure 

control equipment. Shortly after, we started setting up 

operations in Poza Rica and Reynosa simultaneously. These 

are three completely di�erent markets, each one asking 

for di�erent types of services and di�erent equipment.   

Q: How will advanced machine manufacturing facility 

that ITS is establishing in Poza Rica enhance the 

Source: CNH
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Most of Petroswab’s business in Mexico today comes 

through contracts with Pemex; Barajas Ichante explains 

that only a very small percentage of their swabbing 

activities are conducted for international oilfield service 

companies, which would rather hire more wide-reaching 

services. Pemex however, currently sees the benefit of 

contracting swabbing specialists in order to ensure that 

the technique brings as many barrels of production as 

possible: something a generalist service provider might 

not have as a focus.

The company started its collaboration with Pemex in its 

northern onshore region, but Barajas Ichante explains that 

there is potential to find swabbing work in the south as 

well. Indeed, the company has established a second base 

of operations in Villahermosa to complement their Poza 

Rica headquarters, and operates four swabbing teams out 

of the southern base at the Samaria, Comalcalco, Agua 

Dulce, Cinco Presidentes and Reforma fields. The test well 

in Pemex’s southern fields was a success, with production 

increased by 400 bbl/day, and led to a long-term contract 

to provide swabbing services. Petroswab aims to have 

twenty swabbing units operating from the Villahermosa 

base in three years.

Swabbing can also yield results in o�shore fields. As it is a 

mechanical technique, it is often much more cost-e�ective 

to use swabbing than other production-enhancing 

techniques, which require more items to be shipped to and 

installed on a platform. 

One issue for swabbing in Mexico is the introduction of 

automation systems at well locations, which reduces the 

need for swabbing and also makes the process more 

complicated, as wells are often controlled from remote 

locations. However, Barajas Ichante is optimistic about 

the continued use of swabbing in Mexican onshore fields. 

“It’s nothing that we have to worry about for the moment. 

Swabbing will stick around for a while. The truth is that 

Pemex is very slow, so I don’t think it’s something we have 

to worry about now. There are 7,000 wells in Chicontepec, 

so swabbing will continue for some time to come.”

Swabbing is a technique used in producing wells of pulling 

fluid from the wellbore using a wire rope and cup assembly. 

A shut-o� valve on the well, also known as a swabbing 

valve, allows the procedure to take place and helps to 

improve the flow of reservoir hydrocarbons by reducing 

pressure in the wellbore.

Juan Manuel Barajas Ichante, General Director of 

Petroswab, a Mexican company specialized in swabbing, 

explains that, for Pemex, swabbing is a simple, low-cost, 

practical and fast technology that allows them to increase 

production rates at their wells. From Poza Rica, the 

company serves Pemex’s wells at Chicontepec. Through 

its use of eight swabbing teams, the company services 

Pemex’s wells at Agua Fría, Coapechaca, Tajín, Cerro Viejo 

and Humapa. Currently, the company is adding about 400 

bbl/day to Pemex’s current production at Chicontepec 

at a lower cost than other production enhancement 

techniques. The company is focused on convincing Pemex 

to engage more swabbing teams in the region to further 

enhance production.

These onshore fields, once the only source of Pemex’s 

production, were neglected for many years after the 

discovery of the Cantarell complex in shallow waters 

in the Gulf of Mexico. However, now that shallow water 

projects are no longer yielding the results they once did, 

Pemex is once again looking at onshore fields to boost 

production. In a March 2012 investor presentation, Pemex 

indicated that production at Chicontepec will increase 

by between 15,000 and 20,000 incremental bbl/day by 

2014. However, the field has a complex geology, and is 

currently investigating techniques in order to bring a major 

production increase to the area – in the longer term, the 

NOC hopes to increase production by a factor of 10. 

Until technologies are proven and fully implemented at 

Chicontepec, Pemex will look to increase its production 

levels through a portfolio of technologies including 

swabbing, which are relatively inexpensive and reliable. 

Any incremental increase in production will go some way 

towards helping the company reach its production targets. 

Q: Which new business areas will be the main drivers of 

growth in the coming years?

A: Over the next five years, we would like to divide the 

business into several di�erent lines, including swabbing, 

flush-by, hot oiling and slickline. 

Q: What are the main challenges when creating an oilfield 

service company in Mexico?

A: Apart from the financing, introducing new technologies 

to the Mexican market has been the hardest part. 

Q: If you could start this company again what would you 

do di�erently?

A: I would focus more on getting the mid-level engineers 

at Pemex involved, because that is where much of our 

business comes from. 

Q: What are the main di�erences between the way in 

which you are currently entering Pemex’s southern 

region with swabbing activities, and the strategy used 

when introducing swabbing in Chicontepec following the 

creation of Petroswab?

A: In order to enter the market in the southern region, we 

formed a joint venture with a company that has experience 

in the region and will help us introduce the technology to 

Pemex. That company actually approached Petroswab in 

order to introduce the technology in Pemex’s southern fields. 

It might be necessary in the future for us to look for more 

joint ventures. Pemex is now increasingly requesting 

integrated services through bigger contracts. Businesses 

like ours have to get together and join forces to be able to 

meet Pemex’s expectations. 

Fortunately, Petroswab is growing very fast and we 

don’t have to actively look for partners. Pemex dictates 

everything we do, and how fast we have to do it. If they 

come out with a tender that requires a range of services 

that we cannot provide individually, we will have to look for 

another company to help us. 

Q: What advice would you o�er to entrepreneurs looking 

to start a service company in Mexico?

A: Growing this business took a lot of work and a lot of 

knocking on doors. You can’t wait for everything to just 

come to you. We started working in drilling, but the market 

was so tight that we had to look elsewhere for a niche. 

After applying our swabbing technology in Poza Rica, we 

won the contract for Chicontepec. You cannot wait for 

things to come to you in the Mexican market; you have to 

go out and find opportunities yourself.

| VIEW FROM THE TOP

PRODUCTION 
STIMULATION 
STRATEGIES IN THE 
CHICONTEPEC BASIN 
JUAN MANUEL BARAJAS ICHANTE
Director General of Petroswab

| Q&A ON ENTREPRENEURSHIP
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Most of Petroswab’s business in Mexico today comes 

through contracts with Pemex; Barajas Ichante explains 

that only a very small percentage of their swabbing 

activities are conducted for international oilfield service 

companies, which would rather hire more wide-reaching 

services. Pemex however, currently sees the benefit of 

contracting swabbing specialists in order to ensure that 

the technique brings as many barrels of production as 

possible: something a generalist service provider might 

not have as a focus.

The company started its collaboration with Pemex in its 

northern onshore region, but Barajas Ichante explains that 

there is potential to find swabbing work in the south as 

well. Indeed, the company has established a second base 

of operations in Villahermosa to complement their Poza 

Rica headquarters, and operates four swabbing teams out 

of the southern base at the Samaria, Comalcalco, Agua 

Dulce, Cinco Presidentes and Reforma fields. The test well 

in Pemex’s southern fields was a success, with production 

increased by 400 bbl/day, and led to a long-term contract 

to provide swabbing services. Petroswab aims to have 

twenty swabbing units operating from the Villahermosa 

base in three years.

Swabbing can also yield results in o�shore fields. As it is a 

mechanical technique, it is often much more cost-e�ective 

to use swabbing than other production-enhancing 

techniques, which require more items to be shipped to and 

installed on a platform. 

One issue for swabbing in Mexico is the introduction of 

automation systems at well locations, which reduces the 

need for swabbing and also makes the process more 

complicated, as wells are often controlled from remote 

locations. However, Barajas Ichante is optimistic about 

the continued use of swabbing in Mexican onshore fields. 

“It’s nothing that we have to worry about for the moment. 

Swabbing will stick around for a while. The truth is that 

Pemex is very slow, so I don’t think it’s something we have 

to worry about now. There are 7,000 wells in Chicontepec, 

so swabbing will continue for some time to come.”

Swabbing is a technique used in producing wells of pulling 

fluid from the wellbore using a wire rope and cup assembly. 

A shut-o� valve on the well, also known as a swabbing 

valve, allows the procedure to take place and helps to 

improve the flow of reservoir hydrocarbons by reducing 

pressure in the wellbore.

Juan Manuel Barajas Ichante, General Director of 

Petroswab, a Mexican company specialized in swabbing, 

explains that, for Pemex, swabbing is a simple, low-cost, 

practical and fast technology that allows them to increase 

production rates at their wells. From Poza Rica, the 

company serves Pemex’s wells at Chicontepec. Through 

its use of eight swabbing teams, the company services 

Pemex’s wells at Agua Fría, Coapechaca, Tajín, Cerro Viejo 

and Humapa. Currently, the company is adding about 400 

bbl/day to Pemex’s current production at Chicontepec 

at a lower cost than other production enhancement 

techniques. The company is focused on convincing Pemex 

to engage more swabbing teams in the region to further 

enhance production.

These onshore fields, once the only source of Pemex’s 

production, were neglected for many years after the 

discovery of the Cantarell complex in shallow waters 

in the Gulf of Mexico. However, now that shallow water 

projects are no longer yielding the results they once did, 

Pemex is once again looking at onshore fields to boost 

production. In a March 2012 investor presentation, Pemex 

indicated that production at Chicontepec will increase 

by between 15,000 and 20,000 incremental bbl/day by 

2014. However, the field has a complex geology, and is 

currently investigating techniques in order to bring a major 

production increase to the area – in the longer term, the 

NOC hopes to increase production by a factor of 10. 

Until technologies are proven and fully implemented at 

Chicontepec, Pemex will look to increase its production 

levels through a portfolio of technologies including 

swabbing, which are relatively inexpensive and reliable. 

Any incremental increase in production will go some way 

towards helping the company reach its production targets. 

Q: Which new business areas will be the main drivers of 

growth in the coming years?

A: Over the next five years, we would like to divide the 

business into several di�erent lines, including swabbing, 

flush-by, hot oiling and slickline. 

Q: What are the main challenges when creating an oilfield 

service company in Mexico?

A: Apart from the financing, introducing new technologies 

to the Mexican market has been the hardest part. 

Q: If you could start this company again what would you 

do di�erently?

A: I would focus more on getting the mid-level engineers 

at Pemex involved, because that is where much of our 

business comes from. 

Q: What are the main di�erences between the way in 

which you are currently entering Pemex’s southern 

region with swabbing activities, and the strategy used 

when introducing swabbing in Chicontepec following the 

creation of Petroswab?

A: In order to enter the market in the southern region, we 

formed a joint venture with a company that has experience 

in the region and will help us introduce the technology to 

Pemex. That company actually approached Petroswab in 

order to introduce the technology in Pemex’s southern fields. 

It might be necessary in the future for us to look for more 

joint ventures. Pemex is now increasingly requesting 

integrated services through bigger contracts. Businesses 

like ours have to get together and join forces to be able to 

meet Pemex’s expectations. 

Fortunately, Petroswab is growing very fast and we 

don’t have to actively look for partners. Pemex dictates 

everything we do, and how fast we have to do it. If they 

come out with a tender that requires a range of services 

that we cannot provide individually, we will have to look for 

another company to help us. 

Q: What advice would you o�er to entrepreneurs looking 

to start a service company in Mexico?

A: Growing this business took a lot of work and a lot of 

knocking on doors. You can’t wait for everything to just 

come to you. We started working in drilling, but the market 

was so tight that we had to look elsewhere for a niche. 

After applying our swabbing technology in Poza Rica, we 

won the contract for Chicontepec. You cannot wait for 

things to come to you in the Mexican market; you have to 

go out and find opportunities yourself.

| VIEW FROM THE TOP

PRODUCTION 
STIMULATION 
STRATEGIES IN THE 
CHICONTEPEC BASIN 
JUAN MANUEL BARAJAS ICHANTE
Director General of Petroswab

| Q&A ON ENTREPRENEURSHIP

C-0018, Mexico Oil & Gas Review (2012)



274 275

Guillermo Capacho, Senior 
Vice President International 
Operations of Key Energy 
Services

Calidad y serviCio a su disposiCión 
www.petroswab.com.mx

Haciendo uso de unidades patentadas, con 

equipo especializado, hidráulico y portátil, 

Petroswab tiene la capacidad para llegar a 

profundidades hasta de 5,200 metros y asi 

lograr inducir el pozo a �uir en forma estable.

Petroswab es una empresa experta en la recuperación de pozos 

petroleros inactivos por medio de la tecnología Tiger General, 

asegurando el incremento de las ganancias en campos cerrados y 

reduciendo el costo, con una producción más e�ciente.

innovando para 

méxico

Calle panama no. 414, Col. 24 de septiembre  
poza riCa, veraCruz, C.p. 93320  
tel: 52 (782) 82 65959

Dentro de la industria Petrolera Mexicana Petroswab es la primera empresa 

en usar la Unidad de Inducción Hidráulica.

da
ily

 b
ar

re
ls

 p
er

 w
el

l

2008 2009 2010 2011
0

5

10

15

20

25

30

35

40

45

40.6

29.1 26.4 25.8

WELL PRODUCTIVITY AT CHICONTEPEC

surrounding communities.” Most recently Key Energy 

completed a series of e�ective field safety audits on all the 

rigs servicing the Chicontepec region, with the intent of 

eliminating any possible oversights in HSEQ. 

Capacho goes on to explain the importance of workover 

services for technologically demanding fields like 

Chicontepec, and the role that innovative products can 

play in helping to increase e�ciency. “One of the reasons 

I accepted the position at Key Energy Services is the 

company’s excellent range of products, which means 

fast and e�cient well interventions through unique 

technology. All of our rigs are equipped with KeyView 

technology, a real-time monitoring and control system. 

Why is that critical for places like Chicontepec? Tracking 

operations minute by minute ensures the identification of 

any productivity gaps and provides a real picture of your 

operation’s e�ciency. Once initial production levels drop, 

it becomes a question of whether to drill new wells, or 

service existing wells to maintain production peaks.”

Pemex recently slowed its drilling programme at 

Chicontepec and initiated a workover and completion 

programme at its existing wells to boost productivity. The 

results were highly positive. For the first time in its history, 

Chicontepec reached a production peak of 65,000 bbl/d 

- an important step, growing quarter on quarter towards 

Pemex’s eventual goal of 363,000 bbl/d by 2021. Capacho 

continues, “Key Energy Services is fully committed to 

support this initiative through innovative technology, 

e�cient processes and expert consultancy solutions.”

Guillermo Capacho, Senior 

Vice-President of International 

Operations and Technology at 

Key Energy Services, explains 

that in complex fields like 

Chicontepec, workover of 

wells needs to go hand-in-

hand with expert analysis. 

“Chicontepec requires more 

commitment from service 

companies,” Capacho explains. “I want Key Energy 

Services to be known in Mexico as a service company 

that brings more value to the table than merely a tool and 

rig rental business. You cannot improve what you cannot 

track. Key Energy Services is tracking everything in order 

to keep up productivity through improved e�ciency. Right 

now, Key Energy Services is performing twice the amount 

of interventions per rig per month than anybody else in 

the Mexican market. Why is this important? Time savings 

and increased production time. Our e�ciency lessens our 

clients’ operational downtime. Oil from these serviced 

wells will come sooner to the pipeline.”

Capacho took steps to restructure the company since his 

arrival at Key Energy Services. “As soon as I arrived at 

Key Energy Services, I assembled an engineering support 

team. We had the rigs, e�ciency, real-time monitoring 

systems, and automation and control systems, but we did 

not have strong technical support to analyse the collected 

data, send guidelines back to our clients and execute them. 

And that is what we are doing right now. Additionally, 

we are building a consultancy business that is 100% 

focused on well productivity – not on well construction, 

not on workover - a service fully dedicated to supporting 

our client better understand what to do to improve oil 

productivity.” Capacho is proud of the e�ort his company 

is dedicating into recruiting and retaining the top engineers 

and technicians of the Mexican market. “Without a doubt, 

their experience, talent, passion, creativity and knowledge 

of the Chicontepec fields and operations will become a key 

performance di�erentiator.” 

Moreover, Key Energy Services is internationally 

recognized for its compliance with international health, 

safety and environmental policies. Mr. Capacho explains 

that Key Energy Services’ commitment to HSEQ further 

complements their suite of consultancy services. “For us 

at Key Energy Services, safety is not just statistics; safety 

is personal. Over the course of the past year Key Energy 

Services has enacted numerous safety initiatives to raise 

safety awareness amongst our employees, clients and 
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now, Key Energy Services is performing twice the amount 

of interventions per rig per month than anybody else in 

the Mexican market. Why is this important? Time savings 

and increased production time. Our e�ciency lessens our 

clients’ operational downtime. Oil from these serviced 

wells will come sooner to the pipeline.”

Capacho took steps to restructure the company since his 

arrival at Key Energy Services. “As soon as I arrived at 

Key Energy Services, I assembled an engineering support 

team. We had the rigs, e�ciency, real-time monitoring 

systems, and automation and control systems, but we did 

not have strong technical support to analyse the collected 

data, send guidelines back to our clients and execute them. 

And that is what we are doing right now. Additionally, 

we are building a consultancy business that is 100% 

focused on well productivity – not on well construction, 

not on workover - a service fully dedicated to supporting 
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productivity.” Capacho is proud of the e�ort his company 
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their experience, talent, passion, creativity and knowledge 

of the Chicontepec fields and operations will become a key 

performance di�erentiator.” 

Moreover, Key Energy Services is internationally 

recognized for its compliance with international health, 
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that Key Energy Services’ commitment to HSEQ further 

complements their suite of consultancy services. “For us 

at Key Energy Services, safety is not just statistics; safety 
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INNOVATIVE SOLUTIONS FOR 
AGUA FRÍA-COAPECHACA

BENEFITS OF REAL–TIME  
WELL MONITORING
The equipment that FCM has supplied to five fields at 

Chicontepec, including Agua Fría-Coapechaca, is actually 

remarkably simple technology: a flow computer, pressure 

transmitters and solenoids controlling the valves, which 

control the gas injection for gas lift at the wells. By 

monitoring pressure and flow, the gas is injected at precisely 

the right moment to increase production, which is one 

step in production optimization at Pemex’s troublesome 

Chicontepec field. “We saw good results and increased 

production between 25% and 200% at di�erent wells, all 

from what is really a very simple system,” says Rolando 

A. Maggi Versteeg, CEO of Flow Control & Measurement 

(FCM). “At first, Pemex was skeptical of the system, as we 

were a new company with limited experience. We started 

with five wells in order to test the process and were very 

pleased with the results. The next hurdle was convincing 

Pemex that the results we produced were sustainable; six 

months since the first results we are pleased to report that 

they are.”

After the success of FCM’s five test wells, Pemex contracted 

the company to install infrastructure at 45 more wells in the 

Chicontepec region. As part of FCM’s aggressive pursuit 

of business with Pemex entailed, the company o�ered to 

forgo payment if Pemex’s productivity did not improve by 

at least 10% as a result of the installation of its equipment. 

The test wells have proven successful, and there are 300 

more intermittent wells with gas lift at Chicontepec where 

FCM is hoping that Pemex will apply their technology.

Maggi Versteeg explains how the idea to employ 

the technology came to FCM. “The idea came from 

understanding the wells. We understood that Chicontepec 

was a problem area for Pemex, which was not achieving 

the production rates that the company had believed it 

would be able to. We thought about the idea of not just 

monitoring gas lift, but controlling the wells remotely in 

order to optimize production and enhance recovery.”

There are still over 600 wells in Mexico where Pemex 

could apply gas lift technology. In fields with geology 

like Chicontepec, production generally drops within 

the first six months of the well’s spudding and becomes 

what is termed an intermittent well, in which gas lift is 

one technology that can bring production levels back up. 

Gas lift is one of the least expensive secondary recovery 

technologies for such wells. Building on the momentum 

of its success at Chicontepec, FCM hopes to provide 

secondary recovery technologies to more wells in Mexico’s 

southern region. The company is also looking to optimize 

production of Pemex’s o�shore fields by applying 

remote operation, transmission, data and video services 

in a complete package with the company’s Kimray and  

Mercer valves.

CNH asked that a technological assessment regarding 

fracturing be carried out, and secondly the regulator 

requested another technological assessment, this time on 

artificial production.

One of the companies helping Pemex in its development 

of Agua Fría-Coapechaca is FCM, which worked at the 

end of 2010 to deliver an integrated optimization solution 

for Pemex for gas lift via intermittent gas injection being 

carried out at the field. Using their partner Kimray’s valves, 

which control the gas injection for gas lift, the company 

built a solution around the product, and put in place a 

flow computer, pressure transmitters and solenoid valves 

controlling the Kimray valve, which allows the whole gas 

injection operation to be monitored and operated from a 

distance. FCM came up with the solution for Agua Fría-

Coapechaca by working there and understanding Pemex’s 

production problems. The company had supplied valves to 

the project for a number of years and returned to the field 

for inspection and maintenance of their products. 

The field lab strategy that Pemex has adopted at 

Chicontepec will continue, and Carlos Morales Gil, Director 

General of Pemex Exploration and Production, hopes that 

the companies that have been running the field labs and 

applying new technologies to small test areas will be the 

companies most interested in bidding on integrated service 

contracts in the region, expected to be announced during 

2012. It seems that through thoughtful and innovative 

technology use, and adopting a long-term development 

plan, Pemex is succeeding in developing Chicontepec in a 

more sustainable and productive way.

The CNH began assessing Pemex’s Chicontepec 

development December 2009. Given the sheer scale of 

Chicontepec, at over 2,800km2, it was decided to separate 

the development into eight specific areas, based on the 

di�ering geologies and technological challenges to be 

faced. One of the new areas created was that of Agua  

Fría-Coapechaca. 

The Agua Fría-Coapechaca field is located in the extreme 

southeast of Mexico’s coastal plane in the Sierre Madre 

Oriental’s lower zone, and crosses the state of Veracruz 

and Puebla. The zone is 358km2 with an elevation of 

between 200m and 500m above sea level. The Cazones 

river crosses the area from the southwest to the northeast. 

The production aims of the project are 710 million barrels 

of oil and 1.139 Bcf of gas during the period 2012-2062. 

The scope of work at the field includes the drilling and 

completion of 1,789 wells and performing over 3,900 

workovers, as well as establishing the infrastructure 

to increase production and handle the hydrocarbons 

recovered from the fields.

In its 2010 assessment, the CNH noted the low recovery 

factor forecast for Agua Fría-Coapechaca, which Pemex 

set at 6% for the next 51 years. The CNH observed that 

this recovery factor is particularly low in comparison 

to similar fields around the world, which have achieved 

rates of 15% recovery using advanced techniques such as 

artificial production and fracturing that were mentioned 

for development by Pemex in the report. In the CNH’s 

evaluation, two key areas were highlighted regarding 

the technological development of the field. Firstly, the 
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company and building our contact book, and by 2010 we 

saw that this work was starting to pay o�. Our sales grew 

nine-fold between 2009 and 2010, and the red numbers 

became black.

Q: How did you overcome the challenge of selling 

new technology to the older generation of engineers 

and managers while being a young company run by  

recent graduates?

A: We still haven’t found the key to that yet. It’s di�erent 

for every customer. Every user likes things to be done in a 

certain way and it’s more about experience. If you go to a 

privately-held company and you show them high quality 

products based on superior technology at competitive 

prices, with excellent lead times and free trials, it is very 

easy to convince them to try your products. After the trial, 

if everything goes well, they purchase your equipment 

and they start doing business with you because they 

want to save money. Following this logic, we thought 

that everything would move quickly with Pemex. But 

Pemex has a law that prevents employees from taking fast 

decisions, or decisions based on personal opinions. Even 

though they liked our product during free tests, in the end 

the product had to be purchased through the contractor 

that Pemex had chosen for each project. This doubled the 

amount of work: we had to convince the end-user Pemex 

to request our product from their contractors, and we had 

to convince the contractors to work with us as well. 

During the first year, none of our sales were to Pemex. 

However, after 2009, we learned a little bit more about 

the Mexican market. At the start of 2010, we knew that 

contracts for spare parts would be assigned directly, 

and we started to know more people in Pemex as well 

as the private sector. Today, Kimray remains our main 

focus, the backbone for our marketing, but since we 

saw the opportunity to start handling more products, 

we have started adding tubing, connections, bowl 

valves, pressure-relief valves and safety valves to our  

product portfolio.

Q: What summarizes your business strategy today?

A: Our strategy is very aggressive and very Mexican. I 

Q: Why did you decide to create FCM at such a 

young age, and how was the partnership with  

Kimray established?

A: After graduating from university in 2008, and going a  

long way through the interviewing process with 

Schlumberger, I realized that I was better suited to 

entrepreneurship and decided to start my own business. At 

the time, I had little knowledge of the oil and gas industry 

but understood that it o�ered very interesting business 

opportunities. To familiarize myself with this industry, I 

worked with Valerus Compression Systems for four months. 

After this period, my business partner had the opportunity 

to become the exclusive Mexican distributor for Kimray, 

a process equipment manufacturer from Oklahoma City. 

We o�ered to create a specialized company with a strong 

focus on marketing their technology here in Mexico. This 

was very interesting for Kimray, because most other 

potential distributors in the Mexican market were service 

companies that simply used Kimray products. In January 

2009, FCM was created as a vehicle for Kimray products. 

Q: Which business culture did you try to create, and why 

did your current employees believe in the company in the 

early days?

A: The philosophy that I wanted to bring to my business 

was teamwork. After extensive talks with Kimray 

executives on how best to design the business, we finally 

initiated a policy of hiring recent graduates with little 

experience in the industry. We chose to start with a blank 

slate, which ruled out bringing in older salespeople who  

might not have been willing to share existing clients, 

but could have brought bad habits with them. Generally, 

the attributes that we were looking for were energetic 

people who were self-motivated and responsible, and 

had a positive attitude about learning new things. At 

the early stages, as a completely new company with 

no experience or contacts, we could not promise much 

to our employees. In the first year of operation, we lost 

money, but by the end of that year we had identified three 

key market segments and three areas where Pemex E&P 

had installed Kimray products. By year two, we knew we 

would have three service contracts for those products. 

We put a serious amount of e�ort into promoting the 
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YOUNG,  
DYNAMIC AND 
TECHNOLOGICALLY 
ADVANCED
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mention it because we try our best to support Pemex to 

increase production. In our line of business, there is not 

just one right solution. A solution that works is a great 

solution. When di�erent products can be used to solve 

the same issue, we always o�er the cheapest solution 

that works. 

FCM is not here for the short term; our objective is not to 

make a couple of big sales with a large profit margin and 

then get out of the oil and gas business and retire. We’re 

here for the long run and we take the image our customers 

have of FCM very seriously. We want to be known as a 

company that o�ers quality products at very competitive 

prices and that is accompanied by excellent service. That 

is our business model. 

Sometimes our customers want us to sell them what they 

have in mind. If that is not the right solution for the process 

and the product fails, the customer is going to blame you 

and your product. While it is tough to go against your 

customer’s ideas, sometimes you need to in order to 

deliver an optimal solution, and what they had in mind is 

often more expensive than what we are o�ering. We really 

want our customers and Pemex to consider us as partners. 

Q: What should the company look like after 10 years  

of operation?

A: Since we are very ambitious and aggressive, we want to 

grow as fast as we can. We are still a very small company 

that aims to double its sales year-on-year.  We think that 

the oil and gas industry is going to keep on growing for 

at least 20 more years. We have to make sure to never 

think that we are the best company out there and become 

complacent. We need to stay hungry and always improve 

our value proposition.

Maybe I’m dreaming too much, but after 10 years I 

would like to think that we will be a national company 

providing multiple services. We wish to be, as soon as 

possible, a company that is able to participate in the 

integrated service contracts. We want to be an operator 

of onshore fields. We have the capabilities and capital 

to do this in less than two years, in cooperation with an 

experienced partner that can take care of the exploration 

and drilling activities. We can take care of everything 

else. I am sure that we will do a very good job, since we 

are good at finding opportunities for optimization. This 

idea is very motivating for us, because it would enable 

us to become a small Pemex, but more e�cient. This 

concept sounds very promising, but is it not an o�cial 

goal of the company yet because we still need to grow  

more beforehand.

This year, we are still focused on the onshore market, not 

only in Chicontepec but also in Poza Rica, Reynosa and 

the southern region. The important thing is getting into 

the market. It is very hard to lose customers if you o�er 

a very good product at a very good price. We are also 

looking forward to get into o�shore vessels as a separate 

line of business. Actually, we already own two companies 

that were especially created for this purpose and have 

the required permits to work o�shore. We just need to 

purchase a vessel and put it to work. In a couple of years, 

we will be in the shipping industry. 

Our business strategy is di�erent from what normal 

Mexican companies do; we keep investing in the company 

and are not taking money out. My goal really is to grow the 

company as much as possible. I will consider the company 

to be truly successful once we reach a US$100 million in 

annual sales. We are still far from reaching this objective, 

but we expect to reach that point in five to seven years. 

If we get there in less time, that would be astonishing. I 

would be very impressed.
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company and building our contact book, and by 2010 we 

saw that this work was starting to pay o�. Our sales grew 

nine-fold between 2009 and 2010, and the red numbers 

became black.

Q: How did you overcome the challenge of selling 

new technology to the older generation of engineers 

and managers while being a young company run by  

recent graduates?

A: We still haven’t found the key to that yet. It’s di�erent 

for every customer. Every user likes things to be done in a 

certain way and it’s more about experience. If you go to a 

privately-held company and you show them high quality 

products based on superior technology at competitive 

prices, with excellent lead times and free trials, it is very 

easy to convince them to try your products. After the trial, 

if everything goes well, they purchase your equipment 

and they start doing business with you because they 

want to save money. Following this logic, we thought 

that everything would move quickly with Pemex. But 

Pemex has a law that prevents employees from taking fast 

decisions, or decisions based on personal opinions. Even 

though they liked our product during free tests, in the end 

the product had to be purchased through the contractor 

that Pemex had chosen for each project. This doubled the 

amount of work: we had to convince the end-user Pemex 

to request our product from their contractors, and we had 

to convince the contractors to work with us as well. 

During the first year, none of our sales were to Pemex. 

However, after 2009, we learned a little bit more about 

the Mexican market. At the start of 2010, we knew that 

contracts for spare parts would be assigned directly, 

and we started to know more people in Pemex as well 

as the private sector. Today, Kimray remains our main 

focus, the backbone for our marketing, but since we 

saw the opportunity to start handling more products, 

we have started adding tubing, connections, bowl 

valves, pressure-relief valves and safety valves to our  

product portfolio.

Q: What summarizes your business strategy today?

A: Our strategy is very aggressive and very Mexican. I 

Q: Why did you decide to create FCM at such a 

young age, and how was the partnership with  

Kimray established?

A: After graduating from university in 2008, and going a  

long way through the interviewing process with 

Schlumberger, I realized that I was better suited to 

entrepreneurship and decided to start my own business. At 

the time, I had little knowledge of the oil and gas industry 

but understood that it o�ered very interesting business 

opportunities. To familiarize myself with this industry, I 

worked with Valerus Compression Systems for four months. 

After this period, my business partner had the opportunity 

to become the exclusive Mexican distributor for Kimray, 

a process equipment manufacturer from Oklahoma City. 

We o�ered to create a specialized company with a strong 

focus on marketing their technology here in Mexico. This 

was very interesting for Kimray, because most other 

potential distributors in the Mexican market were service 

companies that simply used Kimray products. In January 

2009, FCM was created as a vehicle for Kimray products. 

Q: Which business culture did you try to create, and why 

did your current employees believe in the company in the 

early days?

A: The philosophy that I wanted to bring to my business 

was teamwork. After extensive talks with Kimray 

executives on how best to design the business, we finally 

initiated a policy of hiring recent graduates with little 

experience in the industry. We chose to start with a blank 

slate, which ruled out bringing in older salespeople who  

might not have been willing to share existing clients, 

but could have brought bad habits with them. Generally, 

the attributes that we were looking for were energetic 

people who were self-motivated and responsible, and 

had a positive attitude about learning new things. At 

the early stages, as a completely new company with 

no experience or contacts, we could not promise much 

to our employees. In the first year of operation, we lost 

money, but by the end of that year we had identified three 

key market segments and three areas where Pemex E&P 

had installed Kimray products. By year two, we knew we 

would have three service contracts for those products. 

We put a serious amount of e�ort into promoting the 
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mention it because we try our best to support Pemex to 

increase production. In our line of business, there is not 

just one right solution. A solution that works is a great 

solution. When di�erent products can be used to solve 

the same issue, we always o�er the cheapest solution 

that works. 

FCM is not here for the short term; our objective is not to 

make a couple of big sales with a large profit margin and 

then get out of the oil and gas business and retire. We’re 

here for the long run and we take the image our customers 

have of FCM very seriously. We want to be known as a 

company that o�ers quality products at very competitive 

prices and that is accompanied by excellent service. That 

is our business model. 

Sometimes our customers want us to sell them what they 

have in mind. If that is not the right solution for the process 

and the product fails, the customer is going to blame you 

and your product. While it is tough to go against your 

customer’s ideas, sometimes you need to in order to 

deliver an optimal solution, and what they had in mind is 

often more expensive than what we are o�ering. We really 

want our customers and Pemex to consider us as partners. 

Q: What should the company look like after 10 years  

of operation?

A: Since we are very ambitious and aggressive, we want to 

grow as fast as we can. We are still a very small company 

that aims to double its sales year-on-year.  We think that 

the oil and gas industry is going to keep on growing for 

at least 20 more years. We have to make sure to never 

think that we are the best company out there and become 

complacent. We need to stay hungry and always improve 

our value proposition.

Maybe I’m dreaming too much, but after 10 years I 

would like to think that we will be a national company 

providing multiple services. We wish to be, as soon as 

possible, a company that is able to participate in the 

integrated service contracts. We want to be an operator 

of onshore fields. We have the capabilities and capital 

to do this in less than two years, in cooperation with an 

experienced partner that can take care of the exploration 

and drilling activities. We can take care of everything 

else. I am sure that we will do a very good job, since we 

are good at finding opportunities for optimization. This 

idea is very motivating for us, because it would enable 

us to become a small Pemex, but more e�cient. This 

concept sounds very promising, but is it not an o�cial 

goal of the company yet because we still need to grow  

more beforehand.

This year, we are still focused on the onshore market, not 

only in Chicontepec but also in Poza Rica, Reynosa and 

the southern region. The important thing is getting into 

the market. It is very hard to lose customers if you o�er 

a very good product at a very good price. We are also 

looking forward to get into o�shore vessels as a separate 

line of business. Actually, we already own two companies 

that were especially created for this purpose and have 

the required permits to work o�shore. We just need to 

purchase a vessel and put it to work. In a couple of years, 

we will be in the shipping industry. 

Our business strategy is di�erent from what normal 

Mexican companies do; we keep investing in the company 

and are not taking money out. My goal really is to grow the 

company as much as possible. I will consider the company 

to be truly successful once we reach a US$100 million in 

annual sales. We are still far from reaching this objective, 

but we expect to reach that point in five to seven years. 

If we get there in less time, that would be astonishing. I 

would be very impressed.
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the gauges can withstand temperatures of up to 149°C. 

These devices are programmed in standard or advanced 

mode, and their simple calibration and maintenance 

procedures save time, thus helping to reduce operating 

costs. The sensors are fitted into Jet Claw pumps and can 

be lowered into oil wells under severe flow conditions. The 

data obtained by the memory gauges is used by reservoir 

engineers when evaluating well and field behaviour. 

The data gathered includes the productivity index, 

permeability, boundaries, well interference, and damage 

to the oilfield (i.e. formation damage, partial penetration, 

total amount of damage).

In order to take advantage of the information gathered 

by the Jet Claw pump’s sensors and use it to increase 

productivity, Sertecpet designed a real time monitoring 

system to monitor the parameters for surface pressure 

temperature and the rate of flow of oil, gas, and water 

produced by the Jet Claw pump. The system also monitors 

well parameters such as flowing pressure and temperatures 

at the depth where the sensor is positioned; allowing users 

to monitor and acquire data from di�erent pressure tests 

such as build up, draw down, and fall o�, with a precision 

quartz sensor. The parameters recorded for surface and 

depth are sent in real time, feeding into users’ SCADA 

systems, or by sending data by satellite communications 

anywhere in the world.

Jet Claw Pump systems provide artificial lift to aid oil 

production whilst optionally providing information on the 

field through electronic sensors embedded into the pump 

systems. The di�erent types of pumps under Sertecpet’s 

Jet Claw brand o�er various solutions to di�erent 

technological challenges.

The standard Jet Claw pump does not feature electronic 

sensors, but acts as a direct pump to aid artificial lift. The 

pump is based on the Venturi principle, which consists of 

the passage of a fluid through a reduced area in which a 

change from potential to kinetic energy takes place at the 

nozzle outlet, causing suction of formation fluid. These 

fluids enter a constant area called the throat, in which 

the mixture of fluids undergoes a change from kinetic to 

potential energy at the entrance to an expanded area called 

the di�user, where the potential energy is responsible 

for carrying the fluid up to the surface. The conventional 

Jet Claw pump is particularly useful in wells that have 

deteriorating casing, since the return pressure through 

the annular space is low compared to other pumps. The 

conventional pump is commonly used for continuous well 

production. It is housed in a sliding sleeve or cavity, and is 

deployed and retrieved hydraulically. 

Sertecpet’s reverse Jet Claw pump is often used in 

exploratory wells, sanded wells and for recovery of acids 

and solvents in treated wells. It is frequently employed 

to obtain immediate oil reservoir data, since all that is 

needed is to displace the fluids in the production tubing to 

obtain a formation fluid sample. The pump is housed in a 

sliding sleeve and is rapidly and e�ectively deployed and 

retrieved with a slickline through the tubing.

Sensors are employed in the so-called smart Jet Claw 

pump, which is often employed in exploratory wells, 

developing wells or production wells for well testing 

and evaluation. This type of pump comes with a special 

downhole cuto� valve, which eliminates the wellbore 

storage e�ect, thus optimizing pressure buildup testing. 

The electronic sensors precisely record downhole pressure 

and temperature changes when conducting di�erent 

pressure tests, and enable multiple flows and well shut-

o�s. Samplers may also be placed to do PVT analysis. 

The downhole pressure and temperature recording sensors 

inside Jet Claw pumps operate with intelligent batteries 

and have an interface unit for programming and testing. 

High-tech memory development enables storage of 

1,400,000 pressure and/or temperature data points. The 

pressure range is up to 10,000 psi (7.03 million kg/m2), and 
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since 2005, and has invested its resources accordingly. On 

March 31st 2009, we succeeded in signing a contract with 

Pemex for a free technological test. The criterion was that we 

first had to prove that our technology worked; Pemex could 

not run the risk of investing in an unproven new technology, 

which is understandable. We have done this with previous 

technologies in other countries, but each country has its 

own policies. They assigned us two wells: Samaria 840 and 

Oxiacaque 13. These are two very di�erent locations.

The Oxiacaque 13 well was in steep decline, but had 

previously had a very high production rate. Several 

companies had intervened previously with technological 

tests, but they couldn’t figure out the problem. The 

conditions of the well, including its mechanical conditions, 

were very complicated. We reevaluated our work plan and 

eventually succeeded in tripling production. 

Q: With a foot in the door in the Mexican market, what are 

the next steps for Sertecpet?

A: We have developed a very aggressive business plan 

for Mexico, because Pemex’s development plans for the 

southern regions, the marine region around Ciudad del 

Carmen and the northeastern region will create growing 

demand for our artificial lift systems and portfolio of 

onshore production solutions. Although we do not 

have direct experience in operating a field, we do have 

geologists, geophysicists, field engineers, production 

engineers and facility engineers, who provide us with the 

capability to manage a field. As a matter of fact, the next 

step for us is to look for a field to operate. 

We would have to enter the bidding in a partnership with 

an operator, because initially, the contract is designed for an 

operating company. We already partnered up with Canacol, 

a Canadian operator, to prepare a bid for the Carrizo field. 

Eventually, Canacol retired from the bidding and I couldn’t 

participate in the tender by myself, because we are a service 

provider instead of an operator. Next time, we can participate 

as an operator, because we just signed an operating agreement 

with Schlumberger, Tecpetrol and Sertecpet in Ecuador. One 

of Pemex’s bidding requirements is to be an operator, so now 

it will be easier to gain access to a field in Mexico. 

Q: Sertecpet will be working with Petrofac at its 

Magallanes and Santuario fields, won in the first integrated 

service contract bidding round. Which services will your 

company be providing?

A: We have two options with Petrofac, and our contract 

enables us to provide both to Petrofac. The first is early or 

modular production facilities, which provide the flexibility 

to match production capacity with the development of 

the field and adapt to it accordingly. Once a field starts 

declining, modules can be relocated to another field. 

This versatile technology reduces production costs 

substantially. The other technology under this contract 

is the hydraulic pumping system called Jet Claw, which is 

applied for production enhancement. 

Q: Why is Petrofac interested in working with Sertecpet? 

A: First of all, we already have national framework 

agreement with Pemex subsidiary Integrated Trade System 

Inc (ITS) since July 2011. ITS is a subsidiary of Pemex 

located in Houston in charge of global benchmarking of 

onshore and o�shore technology for Pemex. As a result, 

we have a Pemex-approved price list, and Petrofac knows 

that they don’t have to fight about our prices with Pemex. 

If I charge Petrofac more than my price list states and 

they have a contract with Pemex, Pemex will sanction 

me. If I charge them less, Pemex will ask me why I charge 

that company less while charging a di�erent amount to 

Pemex, so I would have to return the di�erence in price 

to Pemex. The only thing I am allowed to include in my 

price list is a formula to readjust the price due to inflation 

or fluctuations in costs of materials from other companies. 

That is a big advantage for our clients.

Q: How di�cult is it as a company from Ecuador to 

compete as with well-established US and European 

oilfield service companies? 

A: I don’t tell Pemex about what I can sell it; I ask Pemex how 

we can contribute to increasing production and solving its 

problems. This is a di�erent policy from the big companies. 

Financially speaking, we provide service to Pemex and 

barely make a profit, and the di�erences are noted. 

Sertecpet has been trying to enter the Mexican market 
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the gauges can withstand temperatures of up to 149°C. 

These devices are programmed in standard or advanced 

mode, and their simple calibration and maintenance 

procedures save time, thus helping to reduce operating 

costs. The sensors are fitted into Jet Claw pumps and can 

be lowered into oil wells under severe flow conditions. The 

data obtained by the memory gauges is used by reservoir 

engineers when evaluating well and field behaviour. 

The data gathered includes the productivity index, 

permeability, boundaries, well interference, and damage 

to the oilfield (i.e. formation damage, partial penetration, 

total amount of damage).

In order to take advantage of the information gathered 

by the Jet Claw pump’s sensors and use it to increase 

productivity, Sertecpet designed a real time monitoring 

system to monitor the parameters for surface pressure 

temperature and the rate of flow of oil, gas, and water 

produced by the Jet Claw pump. The system also monitors 

well parameters such as flowing pressure and temperatures 

at the depth where the sensor is positioned; allowing users 

to monitor and acquire data from di�erent pressure tests 

such as build up, draw down, and fall o�, with a precision 

quartz sensor. The parameters recorded for surface and 

depth are sent in real time, feeding into users’ SCADA 

systems, or by sending data by satellite communications 

anywhere in the world.

Jet Claw Pump systems provide artificial lift to aid oil 

production whilst optionally providing information on the 

field through electronic sensors embedded into the pump 

systems. The di�erent types of pumps under Sertecpet’s 

Jet Claw brand o�er various solutions to di�erent 

technological challenges.

The standard Jet Claw pump does not feature electronic 

sensors, but acts as a direct pump to aid artificial lift. The 

pump is based on the Venturi principle, which consists of 

the passage of a fluid through a reduced area in which a 

change from potential to kinetic energy takes place at the 

nozzle outlet, causing suction of formation fluid. These 

fluids enter a constant area called the throat, in which 

the mixture of fluids undergoes a change from kinetic to 

potential energy at the entrance to an expanded area called 

the di�user, where the potential energy is responsible 

for carrying the fluid up to the surface. The conventional 

Jet Claw pump is particularly useful in wells that have 

deteriorating casing, since the return pressure through 

the annular space is low compared to other pumps. The 

conventional pump is commonly used for continuous well 

production. It is housed in a sliding sleeve or cavity, and is 

deployed and retrieved hydraulically. 

Sertecpet’s reverse Jet Claw pump is often used in 

exploratory wells, sanded wells and for recovery of acids 

and solvents in treated wells. It is frequently employed 

to obtain immediate oil reservoir data, since all that is 

needed is to displace the fluids in the production tubing to 

obtain a formation fluid sample. The pump is housed in a 

sliding sleeve and is rapidly and e�ectively deployed and 

retrieved with a slickline through the tubing.

Sensors are employed in the so-called smart Jet Claw 

pump, which is often employed in exploratory wells, 

developing wells or production wells for well testing 

and evaluation. This type of pump comes with a special 

downhole cuto� valve, which eliminates the wellbore 

storage e�ect, thus optimizing pressure buildup testing. 

The electronic sensors precisely record downhole pressure 

and temperature changes when conducting di�erent 

pressure tests, and enable multiple flows and well shut-

o�s. Samplers may also be placed to do PVT analysis. 

The downhole pressure and temperature recording sensors 

inside Jet Claw pumps operate with intelligent batteries 

and have an interface unit for programming and testing. 

High-tech memory development enables storage of 

1,400,000 pressure and/or temperature data points. The 

pressure range is up to 10,000 psi (7.03 million kg/m2), and 
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since 2005, and has invested its resources accordingly. On 

March 31st 2009, we succeeded in signing a contract with 

Pemex for a free technological test. The criterion was that we 

first had to prove that our technology worked; Pemex could 

not run the risk of investing in an unproven new technology, 

which is understandable. We have done this with previous 

technologies in other countries, but each country has its 

own policies. They assigned us two wells: Samaria 840 and 

Oxiacaque 13. These are two very di�erent locations.

The Oxiacaque 13 well was in steep decline, but had 

previously had a very high production rate. Several 

companies had intervened previously with technological 

tests, but they couldn’t figure out the problem. The 

conditions of the well, including its mechanical conditions, 

were very complicated. We reevaluated our work plan and 

eventually succeeded in tripling production. 

Q: With a foot in the door in the Mexican market, what are 

the next steps for Sertecpet?

A: We have developed a very aggressive business plan 

for Mexico, because Pemex’s development plans for the 

southern regions, the marine region around Ciudad del 

Carmen and the northeastern region will create growing 

demand for our artificial lift systems and portfolio of 

onshore production solutions. Although we do not 

have direct experience in operating a field, we do have 

geologists, geophysicists, field engineers, production 

engineers and facility engineers, who provide us with the 

capability to manage a field. As a matter of fact, the next 

step for us is to look for a field to operate. 

We would have to enter the bidding in a partnership with 

an operator, because initially, the contract is designed for an 

operating company. We already partnered up with Canacol, 

a Canadian operator, to prepare a bid for the Carrizo field. 

Eventually, Canacol retired from the bidding and I couldn’t 

participate in the tender by myself, because we are a service 

provider instead of an operator. Next time, we can participate 

as an operator, because we just signed an operating agreement 

with Schlumberger, Tecpetrol and Sertecpet in Ecuador. One 

of Pemex’s bidding requirements is to be an operator, so now 

it will be easier to gain access to a field in Mexico. 

Q: Sertecpet will be working with Petrofac at its 

Magallanes and Santuario fields, won in the first integrated 

service contract bidding round. Which services will your 

company be providing?

A: We have two options with Petrofac, and our contract 

enables us to provide both to Petrofac. The first is early or 

modular production facilities, which provide the flexibility 

to match production capacity with the development of 

the field and adapt to it accordingly. Once a field starts 

declining, modules can be relocated to another field. 

This versatile technology reduces production costs 

substantially. The other technology under this contract 

is the hydraulic pumping system called Jet Claw, which is 

applied for production enhancement. 

Q: Why is Petrofac interested in working with Sertecpet? 

A: First of all, we already have national framework 

agreement with Pemex subsidiary Integrated Trade System 

Inc (ITS) since July 2011. ITS is a subsidiary of Pemex 

located in Houston in charge of global benchmarking of 

onshore and o�shore technology for Pemex. As a result, 

we have a Pemex-approved price list, and Petrofac knows 

that they don’t have to fight about our prices with Pemex. 

If I charge Petrofac more than my price list states and 

they have a contract with Pemex, Pemex will sanction 

me. If I charge them less, Pemex will ask me why I charge 

that company less while charging a di�erent amount to 

Pemex, so I would have to return the di�erence in price 

to Pemex. The only thing I am allowed to include in my 

price list is a formula to readjust the price due to inflation 

or fluctuations in costs of materials from other companies. 

That is a big advantage for our clients.

Q: How di�cult is it as a company from Ecuador to 

compete as with well-established US and European 

oilfield service companies? 

A: I don’t tell Pemex about what I can sell it; I ask Pemex how 

we can contribute to increasing production and solving its 

problems. This is a di�erent policy from the big companies. 

Financially speaking, we provide service to Pemex and 

barely make a profit, and the di�erences are noted. 

Sertecpet has been trying to enter the Mexican market 
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In order to isolate a zone in a well, cementing and perforating are the tools traditionally employed. However, in 

certain situations cementing can adversely a�ect the well’s productivity. For example, cementing a horizontal 

well with thin oil sand can serve to cover up most of the sand face. It can also cause problems for some 

unconventional reservoirs that require fracturing techniques, as the cement job can force fracture treatments 

to be pumped through perforations. 

Swellable packers provide an interesting alternative to this method. A specially designed elastomer is used 

that absorbs oil through di�usion, and this attached to API pipe with weight, grade and connection specified 

by the well design. Once the packers are inserted into the well, the elastomer from which they are fabricated 

expands. Whilst originally this would only happen on contact with oil, packers have now been designed that 

will swell when they meet water, or a combination of both water and oil. The packer expands up to three times 

its run-in volume, until the point where it makes contact with the inside of the open hole, sealing the well 

casing. The swelling continues until the point where the stresses inside the elastomer reach the level where 

swelling can no longer occur. Swellable packers can be pressurized to 10,000 psi. The exact size of the seal 

is determined by di�erential pressure, the well temperature, and application. For low-pressure wells, a slip-on 

version of a swellable packer is available, which are often used to provide annular isolation for slotted liners 

and flow barriers.

This technology has a number of applications, from zonal isolation to flow diversion, stimulation, intelligent 

wells, selective production, cement enhancement, gravel packing, fracturing, and water or gas shuto�. One of 

the biggest advantages of swellable packers are their simplicity to install. One particular use in Mexico is for 

wells where Pemex is using steam injection, as some models of swellable packer can be applied in temperatures 

up to 315°C. Pemex is increasingly using steam injection in its southern onshore projects, particularly at the 

Samaria field. Swellable packers can be inserted into horizontal wells on such projects, and expanded in order 

to isolate particular parts of the well to steam injection. 

Swellable packers can also be used to maintain a well’s cement integrity. Failure of a well’s cement sheath 

can lead to declining production, sustained pressure on the well casing, and early water production in a well. 

Cement jobs come under pressure in most wells as a result of drilling activity, changes in well pressure and 

temperature fluctuations. A normal approach is to bring in a workover rig to re-cement a well, but a swellable 

packer can also be used as an alternative. Because the packers react to well-bore fluids, drilling mud and 

completion fluids, when inserted into a well where a micro annulus or mud channel has been created in the 

cement casing due to well stress, the packer will expand to fill the flow path of the liquid, thus supporting the 

cement and stopping the flow of any undesirable fluids between the cement job and the well.

HOW DOES A SWELLABLE PACKER WORK?
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helping Pemex set up a temporary plug to fix connections 

on the surface, or helping them to isolate a zone in the well 

without damaging other zones. 

In the past, when a section of a well was damaged, Pemex 

often had to abandon the well. We o�er an alternative by 

deploying a scab liner, which consists of two packers with 

a pipe in the middle. Using this solution, Pemex can isolate 

the damaged section of the well, or the area where water 

is leaking into the well, and continue production. This is a 

much cheaper solution than bringing in a workover rig to 

repair the well and, although production rates are a�ected, 

it is unquestionably better than stopping production at a 

well completely.”

TAM has found that inflatable packers that can be inflated 

and deflated without removing them from the well are 

very popular in Mexico. Applications for such technology 

include using the packers to acidize a zone of the well, clean 

a zone, and check for damaged pipes. This application is 

The oil and gas industry today faces the challenge of 

producing technology that reduces well downtime and 

increases e�ciency when solving problems. An interesting 

development has been inflatable well packing technology: 

a temporary solution to workover rigs that allows a well 

to remain in production rather than shutting it down and 

waiting for an available workover rig. 

Created in di�erent sizes, from 4.3cm to 35.5cm elements, 

the inflatable packers are inserted into an existing well 

and then inflated by pumping fluid into the device. As 

the packers expand, they make a seal between the upper 

and lower parts of the well at an inflation ratio of 3:1. The 

principle reason for applying this solution is a need to 

isolate a certain section of the well: an inflatable packer can 

be inserted and inflated, e�ectively isolating the section for 

as long as is needed. Once the problem in the well has been 

resolved, the packer can then be deflated and removed.

Yosafat Esquitin, General Director of TAM International’s 

Mexican operation, explains some of the applications for his 

company’s inflatable packer technology in Mexico today: 

“We have applied our technology in a number of di�erent 

situations, from abandoning wells to repairing them. We 

have also worked on some very specific projects, such as 

particularly popular in wells that employ coiled tubing, as 

workovers on these wells can be costly and di�cult.

The so-called ‘single set’ line of inflatable packers goes 

one step further on from regular inflatable packers, as it 

relies only on hydraulic pressure to set the packer, using a 

positive sealing mechanism. As pipe movement is not used 

in order to set the packer, it is ideal for running on slickline 

or electric line, or with coiled tubing. It is also used for 

highly deviated and horizontal wells, which are becoming 

increasingly common in Mexico’s complex onshore fields.

At Altamira, one of the most popular applications 

for TAM’s inflatable packer technology has been for 

cementing horizontal wells. In order to stop water coming 

up from horizontal wells, Pemex has used TAM’s packers 

by inflating to block the well completely, and then injecting 

cement to seal it permanently. In Poza Rica, Pemex has 

used TAM’s inflatable packers for well testing by isolating 

sections of a well to test for flaws or leaks in the well 

casing. The technology can pinpoint a damaged zone to 

around 10 metres.

Esquitin expects that in the near future, Pemex will release 

tenders specifically for inflatable products in order to 

increase well e�ciency and troubleshoot problem wells. 

In the northern onshore region, TAM’s products have 

proven e�ective, but now the company wants to apply 

its technology in Pemex’s southern fields. By winning a 

tender in the northern region and showing how e�ective 

their products can be, TAM hopes to convince Pemex to 

use inflatable products in the southern region as well. 

INTRODUCING INFLATABLE  
AND SWELLABLE PRODUCTS

“THE APPLICATION OF INFLATABLE PACKER TECHNOLOGY IS A MUCH CHEAPER 

SOLUTION THAN BRINGING IN A WORKOVER RIG TO REPAIR THE WELL AND, 

ALTHOUGH PRODUCTION RATES ARE AFFECTED, IT IS UNQUESTIONABLY BETTER 

THAN STOPPING PRODUCTION AT A WELL COMPLETELY”

Yosafat Esquitin, Country Manager of TAM International Mexico
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Country Manager for Distribution of  
National Oilwell Varco

| VIEW FROM THE TOP

three shipments per week to all of our locations. We have 

the ability to get something from Laredo or Hidalgo, Texas 

(which is where we cross the majority of our goods) within 

48 hours. That is something that we always strive for, so 

that if our customer needs something, we have the ability 

to get it for them very quickly. 

Q: How does Pemex’s approach to distribution and having 

spare parts readily available compare to international 

best practices?

A: The di�erence with Pemex is that we are the OEM 

manufacturer of many of the products that we move. 

Therefore, we are not necessarily competing with other 

companies. We are striving to provide our products, which 

are the superior products on the market, by entering into 

contracts with Pemex for the supply of spares and our 

portfolio of OEM equipment. 

We are able to o�er logistical solutions from the 

manufacturer to the end user very quickly and very 

e�ciently. Currently, we don’t do MRO business with 

Pemex. This is a very broad market with many local 

Mexican companies that can provide alternative solutions. 

Our goal with Pemex is to make sure that they have access 

to our OEM equipment and material, so that they can have 

those products available to them at all times.

Q: Where do you see the potential for the growth of your 

Mexican activities in the future?

A: The area around Poza Rica and Chicontepec is a new 

market for us. I expect the market there will continue to 

stabilize. Pemex’s investment infrastructure is in a state of 

change, with projects such as the new field labs, and this 

is also changing the way we do business in these regions, 

supplying parts to an increasing number of companies. In 

the Poza Rica region and the Chicontepec field, we had 

great success with NOV Monoflo equipment, of which 

NOV Distribution is the exclusive distributor in Mexico. It 

has allowed us to provide products not only to Pemex, 

but also to some of their direct contractors and we feel 

that this has been a key in the success of increasing  

production levels.

In Mexico, National Oilwell Varco (NOV) has five country 

managers, each one responsible for their own business unit. 

Here, we speak to Clay Constien, NOV’s Country Manager 

for Distribution, about distribution in the Mexican oil and gas 

industry, the opportunities presented by being one of the 

industry’s main OEM contractors, the and the unique selling 

points that NOV can bring to the distribution market.

Q: What is the main focus of NOV Distribution in Mexico?

A: Our main focus is to service the oil and gas industry 

in all aspects within the country. In NOV Distribution, our 

core competency is supplying OEM (original equipment 

manufacturer) material or OEM spares, as well as MRO 

(maintenance, repair and operations). We import goods 

from the US mainly, but we also have a significant number 

of local Mexican suppliers. Our goal is to be a one-stop 

shop that is available 24 hours a day for all oil and gas 

customers, whether it is a rig down situation or they need 

an extra roll of toilet paper. 

Q: NOV is an oilfield service provider with a distribution 

division. How does that compare with distribution 

companies with an oil and gas division?

A: DHL for example moves goods from the US to here, and 

does not stock goods here. They are being approached 

to ship something from point A to point B. Our goal is to 

eliminate our customers’ needs to have to ship from point 

A to point B because we have it here available for them. 

We have stock across the country, a mixture of OEM and 

MRO available for our customer’s needs. We strive to 

eliminate the long lead times as well as the costs that our 

customers incur from importing goods across the border. 

We strive to be that one-stop shop where our customers 

can call us and rather than waiting 10 weeks for a product, 

we have it available on the shelf. 

Q: What are the main logistical challenges in Mexico?

A: The main challenge is the roads. We move 99.9% of 

our stock via land across the border. Luckily, we have very 

strong infrastructure that allows us to have consistent 

shipments from the US border and that helps us to 

eliminate stockout situations. Rather than waiting on a 

container to arrive by sea, and then ship, we are doing 
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Natural gas is an interesting riddle; at the right price, gas projects can be lucrative, but when 

exploration and production budgets have to be shared with oil at current prices, the latter is 

clearly the more attractive option.

Pemex has the potential to ramp up gas production in the years to come, through non-associated 

conventional gas reservoirs and its shale gas resources, which are estimated to be some of the 

largest in Latin America. In this chapter, we investigate the pros and cons of gas production, 

the potential for Mexico to strengthen its energy independence by reducing its dependence 

on natural gas imports, and also look at arguably the most liberalized segment of the country’s 

oil and gas industry: the transmission, distribution and storage of natural gas, which is open to  

third parties.

11
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MEXICO’S MAIN NATURAL GAS FIELDSPEMEX NATURAL GAS STRATEGY
Pemex Exploration and Production (PEP) expects to 

produce approximately 6.2% less gas in 2012 than it did 

in 2011. In Pemex’s first Operative Quarterly Programme 

(POT) of 2012, the company estimated average gas 

production (with nitrogen) for this year to be 6.19 Bcf/

day, whereas the NOC produced 6.59 Bcf/day in 2011. At 

the same time, PEP plans to ramp up its oil production. 

The estimated average oil production for 2012 is 2.6 

million bbl/day, compared to the 2011 production figure 

of 2.55 million bbl/day.  

In general, natural gas production increased consistently 

until peaking in 2009 at 7.03 Bcf/day. Since then, 

production has dwindled, falling by 6.2% between 

2009 and 2011. Production in the di�erent regions has 

declined largely in the same way, although the northern 

region shows the biggest percentage decrease. Broken 

down by regions, natural gas production between 2010 

and 2011 declined 5.1% in the marine regions, 4.1% in 

the southern region, and 8.5% in the northern region. 

However, Pemex’s 2012-2016 business plan shows that 

the company expects a production increase in the 

medium-term.

Parallel to production decreases, investment in non-

associated gas projects also declined in the last couple 

years, dropping 13% between 2010 to 2011, according to 

CNH figures. This is partly due to the fact that, in the 

same time period, PEP’s total annual investment in such 

projects decreased by 5.35%. In 2012, PEP assigned 

these projects MX$65.43 billion (US$5.11 billion), which 

represents 26.26% of Pemex’s total assigned investment 

for exploration, development and exploitation of its oil 

and gas fields. This is roughly the same percentage as 

in 2011, during which investment in non-associated gas 

represented 26.35% of the total investment. In 2010, 

however, non-associated gas investment was 28.7% of 

Pemex’s total annual investment. 

Within its investment plan for non-associated gas 

projects in 2012, Pemex plans to allot the biggest budget 

to development, MX$28.95 billion (US$2.26 billion), 

which represents 44% of the non-associated gas budget. 

The second-largest budget is planned for production 

with MX$24.71 billion (US$1.93 billion), while 18% of 

the non-associated gas budget would be allocated to 

exploration. These are roughly the same proportions 

that were assigned to the di�erent activities last year. 

In November 2011, there were 3,183 wells producing  

non-associated gas. In November 2010, the number of 

non-associated gas producing wells was 3,031. Pemex 

plans to drill at least 20 exploratory wells by 2014 in 

order to evaluate shale gas fields’ potential.

There is a clear di�erentiation between the profitability 

of wet and dry gas, and as a result Pemex is now focusing 

on wet gas production from its overall gas portfolio. 

Gustavo Hernández García, Subdirector of Planning and 

Evaluation at PEP, explains that “prices for liquids are 

currently a little higher than they used to be, and higher 

than prices for dry gas. As a result, we are focusing 

on our wet gas assets in areas like the Burgos basin, 

because this makes the most sense for the foreseeable 

future. It’s not so profitable to invest in dry gas with the 

price levels we have right now. Burgos has some parts 

that are wet gas and other parts that are dry gas. We are 

making the decision to reduce the investment in dry gas 

to a minimum.”

Pemex also plans to further reduce its gas flaring. During 

2012, it expects to emit an average of 125 Mcf/day gas 

into the atmosphere, of which 103 Mcf would be natural 

gas and the rest nitrogen. This compares to a total 

average of 350 Mcf/day in 2011 and of 600 Mcf/day in 

2010, according to CNH figures.

NATURAL GAS PRODUCTION BY REGION 
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ONSHORE

BURGOS 
The Burgos asset has been producing natural gas for Mexico since 1945. It is located in the northeast region of the country and 
it covers an area of approximately 120,000 km2. It is Mexico’s number one gas-producing asset with 2,737 operating wells. In 
2010, Burgos produced an average of 1,487 Mcf, a production figure that declined 9.5% in 2011 to 1,346 Mcf.

VERACRUZ 
The Veracruz asset is Mexico’s third-largest producer of natural gas. In 2010, Veracruz produced 823 Mcf, which declined 12.2% 
to 722 Mcf in 2011.

SAMARIA-LUNA 
The Samaria-Luna asset experienced a 7.6% decline in its natural gas production with 775 Mcf produced in 2010 and only 716 
Mcf in 2011.  

MACUSPANA 
For the Macuspana asset, production of natural gas decreased 4.9% from 2010 to 2011 with a drop from 309 Mcf to 294 Mcf.

BELLOTA-JUJO 
The Bellota-Jujo asset is located in the southern region of the country. Its natural gas production declined 5.6%, from 2010 
production of 305 Mcf to 288 Mcf in 2011. Within this asset, the field of Jujo-Tecominoacán is the one with the largest 
production of gas with an average of 119 Mcf. 

MUSPAC 
The Muspac asset is located near the Port of Coatzacoalcos. In 2010, it produced 273 Mcf of natural gas and 279 Mcf in 2011, 
a decline in production of only 2.2%.

CINCO PRESIDENTES 
The Cinco Presidentes asset, located in the state of Tabasco, shows the potential to increase its production of natural gas in 
the coming years. In 2010, this asset produced 104 Mcf of natural gas and in 2011 it produced 117 Mcf, demonstrating an 11.1% 
positive growth.

POZA-RICA ALTAMIRA 
From 2010 to 2011, the Poza-Rica Altamira asset witnessed a 1.7% decline in the production of natural gas. This asset produces 
an average of 116 Mcf of natural gas for the country. 

ACEITE TERCIARIO DEL GOLFO (CHICONTEPEC) 
Although this asset, more commonly referred to as Chicontepec, is better known for its oil production, it does produce a 
limited amount of natural gas and has demonstrated a positive production growth in the last couple of years. Aceite Terciario 
del Golfo produced 85 Mcf of natural gas in 2010 and 110 Mcf in 2011: a production increase of 22.7%.

OFFSHORE

CANTARELL 
The Cantarell field is Pemex’s second-largest gas-producing asset after the Burgos asset. In 2010, Cantarell produced 1,249 
Mcf of natural gas, followed by 1,089 Mcf in 2011. This represents a 12.8% decline in production. 

LITORAL DE TABASCO 
The Litoral de Tabasco asset is located o�shore in the southwest of the Gulf of Mexico. The asset’s area covers more than 
11,000 km2. For the past couple years, Litoral de Tabasco has showed positive production growth. In 2010, it produced 573 
Mcf, a figure that increased 11.4% in 2011 with a production of 647 Mcf.   

ABKATÚN-POL-CHUC 
Abkatún-Pol-Chuc’s natural gas production declined 4.7% from 2010, when it produced an average of 592 Mcf, to 564 Mcf in 
2011. As of June 2011, the Ixtal field within the Abkatún-Pol-Chuc asset had the largest production with an average of 190 Mcf 
of natural gas.

KU-MALOOB-ZAAP 
For the past couple years, the Ku-Maloob-Zaap asset has produced a steady average of 332 Mcf of natural gas. Nearly 53% of 
the total natural gas production at this asset comes from the Ku field.

Source: Pemex

C-0018, Mexico Oil & Gas Review (2012)
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MEXICO’S MAIN NATURAL GAS FIELDSPEMEX NATURAL GAS STRATEGY
Pemex Exploration and Production (PEP) expects to 

produce approximately 6.2% less gas in 2012 than it did 

in 2011. In Pemex’s first Operative Quarterly Programme 

(POT) of 2012, the company estimated average gas 

production (with nitrogen) for this year to be 6.19 Bcf/

day, whereas the NOC produced 6.59 Bcf/day in 2011. At 

the same time, PEP plans to ramp up its oil production. 

The estimated average oil production for 2012 is 2.6 

million bbl/day, compared to the 2011 production figure 

of 2.55 million bbl/day.  

In general, natural gas production increased consistently 

until peaking in 2009 at 7.03 Bcf/day. Since then, 

production has dwindled, falling by 6.2% between 

2009 and 2011. Production in the di�erent regions has 

declined largely in the same way, although the northern 

region shows the biggest percentage decrease. Broken 

down by regions, natural gas production between 2010 

and 2011 declined 5.1% in the marine regions, 4.1% in 

the southern region, and 8.5% in the northern region. 

However, Pemex’s 2012-2016 business plan shows that 

the company expects a production increase in the 

medium-term.

Parallel to production decreases, investment in non-

associated gas projects also declined in the last couple 

years, dropping 13% between 2010 to 2011, according to 

CNH figures. This is partly due to the fact that, in the 

same time period, PEP’s total annual investment in such 

projects decreased by 5.35%. In 2012, PEP assigned 

these projects MX$65.43 billion (US$5.11 billion), which 

represents 26.26% of Pemex’s total assigned investment 

for exploration, development and exploitation of its oil 

and gas fields. This is roughly the same percentage as 

in 2011, during which investment in non-associated gas 

represented 26.35% of the total investment. In 2010, 

however, non-associated gas investment was 28.7% of 

Pemex’s total annual investment. 

Within its investment plan for non-associated gas 

projects in 2012, Pemex plans to allot the biggest budget 

to development, MX$28.95 billion (US$2.26 billion), 

which represents 44% of the non-associated gas budget. 

The second-largest budget is planned for production 

with MX$24.71 billion (US$1.93 billion), while 18% of 

the non-associated gas budget would be allocated to 

exploration. These are roughly the same proportions 

that were assigned to the di�erent activities last year. 

In November 2011, there were 3,183 wells producing  

non-associated gas. In November 2010, the number of 

non-associated gas producing wells was 3,031. Pemex 

plans to drill at least 20 exploratory wells by 2014 in 

order to evaluate shale gas fields’ potential.

There is a clear di�erentiation between the profitability 

of wet and dry gas, and as a result Pemex is now focusing 

on wet gas production from its overall gas portfolio. 

Gustavo Hernández García, Subdirector of Planning and 

Evaluation at PEP, explains that “prices for liquids are 

currently a little higher than they used to be, and higher 

than prices for dry gas. As a result, we are focusing 

on our wet gas assets in areas like the Burgos basin, 

because this makes the most sense for the foreseeable 

future. It’s not so profitable to invest in dry gas with the 

price levels we have right now. Burgos has some parts 

that are wet gas and other parts that are dry gas. We are 

making the decision to reduce the investment in dry gas 

to a minimum.”

Pemex also plans to further reduce its gas flaring. During 

2012, it expects to emit an average of 125 Mcf/day gas 

into the atmosphere, of which 103 Mcf would be natural 

gas and the rest nitrogen. This compares to a total 

average of 350 Mcf/day in 2011 and of 600 Mcf/day in 

2010, according to CNH figures.

NATURAL GAS PRODUCTION BY REGION 
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ONSHORE

BURGOS 
The Burgos asset has been producing natural gas for Mexico since 1945. It is located in the northeast region of the country and 
it covers an area of approximately 120,000 km2. It is Mexico’s number one gas-producing asset with 2,737 operating wells. In 
2010, Burgos produced an average of 1,487 Mcf, a production figure that declined 9.5% in 2011 to 1,346 Mcf.

VERACRUZ 
The Veracruz asset is Mexico’s third-largest producer of natural gas. In 2010, Veracruz produced 823 Mcf, which declined 12.2% 
to 722 Mcf in 2011.

SAMARIA-LUNA 
The Samaria-Luna asset experienced a 7.6% decline in its natural gas production with 775 Mcf produced in 2010 and only 716 
Mcf in 2011.  

MACUSPANA 
For the Macuspana asset, production of natural gas decreased 4.9% from 2010 to 2011 with a drop from 309 Mcf to 294 Mcf.

BELLOTA-JUJO 
The Bellota-Jujo asset is located in the southern region of the country. Its natural gas production declined 5.6%, from 2010 
production of 305 Mcf to 288 Mcf in 2011. Within this asset, the field of Jujo-Tecominoacán is the one with the largest 
production of gas with an average of 119 Mcf. 

MUSPAC 
The Muspac asset is located near the Port of Coatzacoalcos. In 2010, it produced 273 Mcf of natural gas and 279 Mcf in 2011, 
a decline in production of only 2.2%.

CINCO PRESIDENTES 
The Cinco Presidentes asset, located in the state of Tabasco, shows the potential to increase its production of natural gas in 
the coming years. In 2010, this asset produced 104 Mcf of natural gas and in 2011 it produced 117 Mcf, demonstrating an 11.1% 
positive growth.

POZA-RICA ALTAMIRA 
From 2010 to 2011, the Poza-Rica Altamira asset witnessed a 1.7% decline in the production of natural gas. This asset produces 
an average of 116 Mcf of natural gas for the country. 

ACEITE TERCIARIO DEL GOLFO (CHICONTEPEC) 
Although this asset, more commonly referred to as Chicontepec, is better known for its oil production, it does produce a 
limited amount of natural gas and has demonstrated a positive production growth in the last couple of years. Aceite Terciario 
del Golfo produced 85 Mcf of natural gas in 2010 and 110 Mcf in 2011: a production increase of 22.7%.

OFFSHORE

CANTARELL 
The Cantarell field is Pemex’s second-largest gas-producing asset after the Burgos asset. In 2010, Cantarell produced 1,249 
Mcf of natural gas, followed by 1,089 Mcf in 2011. This represents a 12.8% decline in production. 

LITORAL DE TABASCO 
The Litoral de Tabasco asset is located o�shore in the southwest of the Gulf of Mexico. The asset’s area covers more than 
11,000 km2. For the past couple years, Litoral de Tabasco has showed positive production growth. In 2010, it produced 573 
Mcf, a figure that increased 11.4% in 2011 with a production of 647 Mcf.   

ABKATÚN-POL-CHUC 
Abkatún-Pol-Chuc’s natural gas production declined 4.7% from 2010, when it produced an average of 592 Mcf, to 564 Mcf in 
2011. As of June 2011, the Ixtal field within the Abkatún-Pol-Chuc asset had the largest production with an average of 190 Mcf 
of natural gas.

KU-MALOOB-ZAAP 
For the past couple years, the Ku-Maloob-Zaap asset has produced a steady average of 332 Mcf of natural gas. Nearly 53% of 
the total natural gas production at this asset comes from the Ku field.

Source: Pemex

C-0018, Mexico Oil & Gas Review (2012)
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NATURAL GAS EXPORTS (thousand Mcf/day)

NATURAL GAS IMPORTS (thousand Mcf/day)

ELECTRICITY PRICE (MX$ cent/kWh)   

HENRY HUB NATURAL GAS PRICE (US$)

THE DYNAMICS OF NATURAL GAS PRICES

Natural gas prices are determined by supply and 

demand in the national, regional and global markets. 

Mexico’s natural gas consumption is rising primarily 

due to increasing electricity demand, as natural gas 

becomes the primary conventional thermal source 

for Mexico’s electricity generation. As illustrated 

in the graphs on the right, since the country is a 

net importer of natural gas, the country is directly 

a�ected by fluctuations in the Henry Hub natural 

gas price as well as the Atlantic and Pacific LNG 

prices. The global economic slowdown and the 

development of shale gas in North America are 

expected to continue exerting downward pressure 

on natural gas prices throughout the year. 

Q: Do you think that the potential change of government 

will have an impact on the transportation market?

A: Of course it will. And not even the change of 

government: just the fact that it’s an election year has an 

impact. Mexico doesn’t have long-term plans; we just plan 

for tomorrow. Government o�cials don’t sign anything 

until they absolutely have to. These US$10 billion worth of 

pipes currently planned are not new. The Morelos project 

was originally going to be done in 2000. If you look at the 

timing, it might take another 10 to 15 years to build them.

Fortunately for Fermaca, our business model and all of our 

investments are focused on working here. Just this year, we 

are going to invest US$500 million in Mexico. I have seen 

American and European companies going back and forth, 

but we are still here. Of course we will get competition, but 

it’s the way it should be and not everybody can be patient. 

Fermaca took seven years to build its first pipeline and 

we are going to start to build a second pipeline 15 years 

later. That’s because of another problem in Mexico. There’s 

only one single producer and marketer of gas. That makes 

people lazy. Industry in Mexico does not worry about the 

price of gas a�ecting contracts, because the only price 

point is the Pemex price, and the only company in this 

country that can handle these big projects is the CFE. 

Q: Are you also considering entering the power  

generation market?

A: Yes, we have a company in process of development, 

Fermaca Gas & Power. We have established our first 

conjoined project for 75 MW and it looks like by the end of 

this year we will have a contract signed with two or three 

American companies. It will be a self-supply plant for 75 

MW and we will sell heat and power. It will be very close to 

Mexico City in the State of Morelos, 65km from here. We 

are negotiating the power-heat-supply contract. We know 

that there’s a market for 200 MW, but as this is our first 

project, I’m very cautious and want to do this in the most 

conservative way.

Q: So the bigger picture vision is to build an integrated 

energy company based on natural gas?

A: Yes, let’s say a small integrated energy company: an 

Q: In Mexico, the energy industry is very tightly controlled, 

and Pemex and the CFE have always had monopolies. 

What could the private sector bring to natural gas 

distribution that these two entities could not?

A: The private sector can carry out both regulated and 

non-regulated activities relating to gas: distribution, 

transportation, storage and marketing.  In the power 

sector, the CFE has the monopoly and that will not change, 

but private companies do 33% of the power generation 

even though everybody only thinks of the state monopoly. 

Obviously, the CFE is the only client and their generation 

programme is gas-heavy, because of the gas price in 

comparison to other fuels. Currently, the gas price is at less 

than US$3/million Btu, while the Pemex gasoline Magna 

price was US$21.6/million Btu in February 2012. There is 

a huge gap.

Q: Constructing and operating pipelines is an attractive 

business as it gives you very steady revenue over a long 

period of time. Is the public interest in Mexico being served 

by the private sector taking this interesting business into 

its domain? 

A: With the current natural gas prices, pipeline construction 

and operation is a less attractive business for Pemex. 

Producing one barrel of crude oil costs between US$5 and 

US$15, and can be sold for between US$90 and US$110, 

so there is currently little incentive to invest in natural 

gas. Pemex’s focus is on producing crude oil and bringing 

revenue to the country; that’s the mandate of the company. 

Why would they waste time and money building a pipeline 

instead of building a refinery?

We won a bid against a consortium that included Pemex 

Gas and Petrochemicals and the result was a di�erence in 

net present value of US$150 million. We are more e�cient 

than Pemex. If you look at the Pemex o�cial standard 

of construction of pipelines and compare it with the API 

standards, Pemex adds many additional standards. I have 

been doing a lot of number crunching and there is no way 

that Pemex can be more e�cient than us. The CFE will 

be the one contracting the works for the expansion of the 

pipeline network, and will lease the transportation service. 

energy boutique. I hope this will happen 20 years from 

now. In terms of pipelines, we want to be the equivalent 

of Enagás of Spain. We want to be an important energy 

shop. With the Chihuahua project coming up, we will be 

the largest gas mover in this country by 2015. We will be 

moving 25% of this country’s gas, up to 1 Bcf per day. The 

Chihuahua project is the most important energy project in 

terms of pipelines that has been built in the last 35 years. 

And I think it will be the most important interconnection 

to the US. 

Q: How do you think that your company, a new player 

in this whole industry on the global scale, managed to 

outperform other companies that have been around  

for longer?

A: We succeed because we are patient and very stubborn. I 

remember when I visited the former Energy Minister Jesús 

Reyes Heroles, who actually just made an alliance with 

Morgan Stanley to enter the pipeline business, in 1998. My 

brother and I sat down and we said that we wanted to build 

our first pipeline. He turned to me and said, “Fernando, 

leave this to the ExxonMobils or the Shells of this world; 

this is for the big boys. Why don’t you go to Pemex and 

ask for a gas station concession?” I saw him again about a 

year ago and he actually sent me an e-mail to congratulate 

me when he saw that we won the Chihuahua bid. In Spain, 

the country protects Gas Natural and Repsol. In France, 

the country protects Gaz de France. In Mexico, the country 

protects Gaz de France and Gas Natural instead of helping 

the Mexican companies. It has been an experience, but I’m 

very happy because no one gave us anything and I don’t 

owe anything to any bureaucrat in this country. It’s just 

been through the hard work of our team and the belief of 

our investors. 

C-0018, Mexico Oil & Gas Review (2012)
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FERNANDO CALVILLO ÁLVAREZ
President of Fermaca
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NATURAL GAS EXPORTS (thousand Mcf/day)

NATURAL GAS IMPORTS (thousand Mcf/day)

ELECTRICITY PRICE (MX$ cent/kWh)   

HENRY HUB NATURAL GAS PRICE (US$)

THE DYNAMICS OF NATURAL GAS PRICES

Natural gas prices are determined by supply and 

demand in the national, regional and global markets. 

Mexico’s natural gas consumption is rising primarily 

due to increasing electricity demand, as natural gas 

becomes the primary conventional thermal source 

for Mexico’s electricity generation. As illustrated 

in the graphs on the right, since the country is a 

net importer of natural gas, the country is directly 

a�ected by fluctuations in the Henry Hub natural 

gas price as well as the Atlantic and Pacific LNG 

prices. The global economic slowdown and the 

development of shale gas in North America are 

expected to continue exerting downward pressure 

on natural gas prices throughout the year. 

Q: Do you think that the potential change of government 

will have an impact on the transportation market?

A: Of course it will. And not even the change of 

government: just the fact that it’s an election year has an 

impact. Mexico doesn’t have long-term plans; we just plan 

for tomorrow. Government o�cials don’t sign anything 

until they absolutely have to. These US$10 billion worth of 

pipes currently planned are not new. The Morelos project 

was originally going to be done in 2000. If you look at the 

timing, it might take another 10 to 15 years to build them.

Fortunately for Fermaca, our business model and all of our 

investments are focused on working here. Just this year, we 

are going to invest US$500 million in Mexico. I have seen 

American and European companies going back and forth, 

but we are still here. Of course we will get competition, but 

it’s the way it should be and not everybody can be patient. 

Fermaca took seven years to build its first pipeline and 

we are going to start to build a second pipeline 15 years 

later. That’s because of another problem in Mexico. There’s 

only one single producer and marketer of gas. That makes 

people lazy. Industry in Mexico does not worry about the 

price of gas a�ecting contracts, because the only price 

point is the Pemex price, and the only company in this 

country that can handle these big projects is the CFE. 

Q: Are you also considering entering the power  

generation market?

A: Yes, we have a company in process of development, 

Fermaca Gas & Power. We have established our first 

conjoined project for 75 MW and it looks like by the end of 

this year we will have a contract signed with two or three 

American companies. It will be a self-supply plant for 75 

MW and we will sell heat and power. It will be very close to 

Mexico City in the State of Morelos, 65km from here. We 

are negotiating the power-heat-supply contract. We know 

that there’s a market for 200 MW, but as this is our first 

project, I’m very cautious and want to do this in the most 

conservative way.

Q: So the bigger picture vision is to build an integrated 

energy company based on natural gas?

A: Yes, let’s say a small integrated energy company: an 

Q: In Mexico, the energy industry is very tightly controlled, 

and Pemex and the CFE have always had monopolies. 

What could the private sector bring to natural gas 

distribution that these two entities could not?

A: The private sector can carry out both regulated and 

non-regulated activities relating to gas: distribution, 

transportation, storage and marketing.  In the power 

sector, the CFE has the monopoly and that will not change, 

but private companies do 33% of the power generation 

even though everybody only thinks of the state monopoly. 

Obviously, the CFE is the only client and their generation 

programme is gas-heavy, because of the gas price in 

comparison to other fuels. Currently, the gas price is at less 

than US$3/million Btu, while the Pemex gasoline Magna 

price was US$21.6/million Btu in February 2012. There is 

a huge gap.

Q: Constructing and operating pipelines is an attractive 

business as it gives you very steady revenue over a long 

period of time. Is the public interest in Mexico being served 

by the private sector taking this interesting business into 

its domain? 

A: With the current natural gas prices, pipeline construction 

and operation is a less attractive business for Pemex. 

Producing one barrel of crude oil costs between US$5 and 

US$15, and can be sold for between US$90 and US$110, 

so there is currently little incentive to invest in natural 

gas. Pemex’s focus is on producing crude oil and bringing 

revenue to the country; that’s the mandate of the company. 

Why would they waste time and money building a pipeline 

instead of building a refinery?

We won a bid against a consortium that included Pemex 

Gas and Petrochemicals and the result was a di�erence in 

net present value of US$150 million. We are more e�cient 

than Pemex. If you look at the Pemex o�cial standard 

of construction of pipelines and compare it with the API 

standards, Pemex adds many additional standards. I have 

been doing a lot of number crunching and there is no way 

that Pemex can be more e�cient than us. The CFE will 

be the one contracting the works for the expansion of the 

pipeline network, and will lease the transportation service. 

energy boutique. I hope this will happen 20 years from 

now. In terms of pipelines, we want to be the equivalent 

of Enagás of Spain. We want to be an important energy 

shop. With the Chihuahua project coming up, we will be 

the largest gas mover in this country by 2015. We will be 

moving 25% of this country’s gas, up to 1 Bcf per day. The 

Chihuahua project is the most important energy project in 

terms of pipelines that has been built in the last 35 years. 

And I think it will be the most important interconnection 

to the US. 

Q: How do you think that your company, a new player 

in this whole industry on the global scale, managed to 

outperform other companies that have been around  

for longer?

A: We succeed because we are patient and very stubborn. I 

remember when I visited the former Energy Minister Jesús 

Reyes Heroles, who actually just made an alliance with 

Morgan Stanley to enter the pipeline business, in 1998. My 

brother and I sat down and we said that we wanted to build 

our first pipeline. He turned to me and said, “Fernando, 

leave this to the ExxonMobils or the Shells of this world; 

this is for the big boys. Why don’t you go to Pemex and 

ask for a gas station concession?” I saw him again about a 

year ago and he actually sent me an e-mail to congratulate 

me when he saw that we won the Chihuahua bid. In Spain, 

the country protects Gas Natural and Repsol. In France, 

the country protects Gaz de France. In Mexico, the country 

protects Gaz de France and Gas Natural instead of helping 

the Mexican companies. It has been an experience, but I’m 

very happy because no one gave us anything and I don’t 

owe anything to any bureaucrat in this country. It’s just 

been through the hard work of our team and the belief of 

our investors. 
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was set US$0.03 under the 91% mark of the Henry Hub 

index price, which had an annual average of US$6.95 per 

million BTU in 2007, according to BP’s Statistical Review of 

World Energy 2011, and was at US$2.60 per million BTU on 

January 27th 2012. Repsol said it would deliver LNG from a 

liquefying plant in Peru. 

On a global level, LNG prices have significantly increased. 

In Japan, prices jumped from US$4.72 per million Btu in 

2000 to US$10.91 per million Btu in 2010. In the European 

Union, LNG prices reached US$8.01 per million Btu in 2010; 

this compares to natural gas prices in the United States, 

under the Henry Hub index, of US$4.39 per million Btu 

in 2010. Generally speaking, US natural gas prices are 

significantly cheaper when exported by pipeline versus 

LNG. In 2010, the US exported 333 Bcf (approximately 333 

trillion Btu) of natural gas to Mexico through pipelines at 

an average price of US$4.54 per million Btu.

When the first LNG terminal began operations in 2006, 

the natural gas price in the US (Henry Hub) was at an 

annual average of US$6.76 per million Btu. When the 

second terminal started up in 2008, the Henry Hub annual 

average price was even higher: US$8.85 per million Btu. It 

made sense at the time to have a strategy with the goal 

to depend less on gas from the US. However, considering 

that the Henry Hub natural gas price dropped to US$2.35 

per million Btu by March 2012, it should be more attractive 

for Mexico in the short-term to import natural gas through 

gas pipelines from the US than to import LNG from 

other countries. For that reason, it is probable that LNG 

regasification quantities, at lease at the Altamira and Baja 

California terminals, will be less than previously expected 

as the terminals’ operators source cheaper gas to complete 

their contracts.

Total Mexican natural gas demand will increase by an 

average annual rate of 2.2% between 2011 (estimated 7.98 

Bcf/day) and 2025 (estimated 10.78 Bcf/day), according 

to Energy Ministry projections. In order to diversify its 

energy sources and lessen its dependency on the US in 

the gas sector, Mexico has increased LNG imports from  

250 Mcf/day in 2007 to 547 Mcf/day in 2010: a little above 

half of the natural gas imports arrived through pipelines in 

the latter year. Almost 37% of the delivered LNG imports in 

2010 came from Nigeria, while 34.6% came from Indonesia 

and 20.3% from Qatar.  

Mexico has two operational Liquefied Natural Gas (LNG) 

terminals, as well as one terminal in Manzanillo that will 

begin operations in 2012. The first LNG delivery to Mexico 

was made in 2006 to the Altamira regasification terminal 

on Mexico’s east coast. 

In 2008, a second LNG regasification terminal followed 

in Mexico, but was located on the west coast in Baja 

California. The Energía Costa Azul terminal is owned by 

Sempra Energy and half of its capacity was leased to Shell 

International Gas Limited for 20 years. Sempra said that 

its part of the processing capacity would find its source 

in a liquefaction facility in Indonesia. LNG imports at the 

Energía Costa Azul terminal jumped from 6.99 Mcf/day to 

195.99 Mcf/day between 2009 and 2010. Sempra said in 

2008 that the plant had a processing capacity of 1 Bcf/day. 

A third LNG regasification terminal is in the works and is 

supposed to start its operations soon in 2012. CFE hopes 

that the terminal, located in Manzanillo on the Pacific Coast, 

will be able to store up to 10.59 Mcf of LNG and will be able 

to provide the CFE with up to 500 Mcf/day of natural gas. 

The CFE announced in 2007 that the Spanish company 

Repsol had won a contract to supply LNG to the soon-to-

be-completed terminal for 15 years. The contract’s pricing 

ADDING LNG TO THE MEXICAN 
ENERGY MIX
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ALL-ROUND SERVICE HUB FOR THE 
UPSTREAM AND DOWNSTREAM OIL 
AND GAS INDUSTRY

The LNG terminal at Altamira started as a joint venture 

between Shell (holding a 50% share), Total and Mitsui. 

In 2006, the terminal received its first LNG from Nigeria, 

taking 14 days to reach its destination. The station, on the 

Atlantic coast of Mexico, was the first LNG regasification 

terminal in Latin America. In June 2011, the joint venture 

sold its interests for US$408 million to a company created 

by Dutch firm Vopak and Spanish firm Enagas, which took 

over the operational control in September 2011. 

“In 2003, one of our biggest energy projects in Mexico at 

the time was the Altamira LNG terminal. One of the ways 

that our company likes to share knowledge is by localizing 

companies,” says Marta Jara Otero, President and General 

Director of Shell México. “The LNG terminal was sold 

in 2011, and when it was sold, it was completely run by 

Mexican sta�, which required a knowledge transfer to help 

the company become self-directed and to bring it up to 

the competence level needed for regasification, a process 

that was previously unknown in Mexico.” 

The terminal has two tanks, each with a storage capacity 

of 5.30 Mcf and an annual emission capacity of 261.33 Bcf, 

and a jetty that can receive LNG ships with a load of up to 

7.63 Mcf.

This emission capacity could be brought up to 353.15 Bcf 

with the construction of a third tank, which is not likely in 

the short run as the glut of non-conventional gas in the 

market has meant that countries such as the US, which 

once relied on LNG imports to supply gas demand, now 

has cheap access to domestic gas, and for countries like 

Mexico, it is cheaper to receive this gas via pipeline from 

the US than it is to buy it as LNG cargo. Since its throughput 

capacity of 261.33 Bcf per year is fully contracted for a 

long-term period, the new owners of the Altamira LNG 

terminal have no reason to worry yet. 

Located in Tamaulipas state, 

Altamira is Mexico’s biggest 

port for the handling of 

petrochemical liquid cargoes. 

50 years ago, investments 

of over US$5.5 billion in the 

state by both national and 

international companies 

turned it into what became 

known as Mexico’s ‘petrochemical corridor’.

Last year, 1,638 vessels passed through the port’s facility, a 

12% increase from 2010. The port of Altamira handled 16.3 

million tonnes of cargo in 2011, which represents an 11% 

increase compared to the year before. Petrochemical fluids 

were the number one cargo transported, at 5.1 million tonnes. 

Mineral bulk cargo made a significant jump last year, with 

the amount handled increasing by 24%. The Altamira port 

says this trend is expected to continue throughout 2012 as 

new clients chose the facility for the handling of their goods. 

An overall increase of activities is expected this year, with a 

forecast of 17.8 million tonnes handled during 2012, which 

would represent a 9% growth in comparison to 2011.

As well as petrochemical production, Altamira was also 

the first Mexican port to build an LNG terminal. Dip Leon 

explains that the terminal has been very positive for the 

port. “First, it was necessary to build new infrastructure. 

Expansion and dredging of the canal was imperative 

and would give us the ability to attend bigger vessels 

and to accommodate new businesses. Also, new global 

companies with enormous potential turn to see Altamira 

as a first-class port, and we show that we are able to 

develop complex and highly specialized projects as well.”

J. Ray McDermott chose Altamira as the location for its 

Mexican construction facility. The subsidiary of McDermott 

International was awarded a contract by Pemex in 

2007 to build the Maloob-C drilling platform for the 

Ku-Maloob-Zaap field. This was the first project for the 

company’s facility in Altamira. This particular platform is 

constructed so as to be able to sustain 18 wells, with the 

goal of augmenting production at the KMZ field. J. Ray 

McDermott installed the platform in a water depth of 

83m. In May 2011, the construction company won a Pemex 

contract to build and set up oil and gas pipelines in the 

Bay of Campeche. McDermott said that the Altamira yard 

“Nowadays,” explains José Julian Dip Leos, Director of 

the Port of Altamira, “Tamaulipas is the most important 

producer of plastic resins in Mexico. More than two million 

tonnes are manufactured annually, representing 70% of 

the production capacity installed in the country. Also, 30% 

of all the private chemical and petrochemical production 

is generated in the Altamira region.” The main products 

include titanium dioxide (white pigment), polyvinyl chloride 

(PVC), terephthalic acid (TPA), terephthalate polyethylene 

(PET) and terephthalic dimethyl. 100% of the synthetic 

rubber production in Mexico originates in Altamira, making 

this corridor the biggest petrochemical cluster in Mexico.

Dip Leos goes on to explain the importance of this 

production for the port, as it provides a large portion of 

the overall cargo that passes through Altamira. Companies 

based at Altamira are connected directly to the fluid 

maritime terminals through underground ducts. After the 

raw materials are processed at the port, they are exported 

through containers, break-bulk terminals, by land or rail. 

was providing services to customers in the Gulf of Mexico 

and the Atlantic, and that cost e�ciency and space figured 

among the facility’s advantages for customers.

Dip Leos says the port is conscious that the industry demands 

the best infrastructure and security conditions. With that 

in mind, the port is expanding and dredging the main and 

north canal, and evaluating the market and convenience of 

having a ‘deep hole’, which would allow companies to test 

the strength and water tightness of oil platforms. He argues 

the deep hole will be a significant advantage to attract new 

business and o�shore platform builders.  

“Because of the available areas and extended room to grow, 

we can o�er companies vast spaces to continue growing 

and developing new technologies at an unsurpassable 

location on the Gulf of Mexico, with access to a port that 

has a navigation canal deep enough for any kind of project.” 

The dredging in 2011 represented an investment of US$15.86 

million and is meant to provide more security to vessels, 

as well as to enhance the possibility to receive larger ships. 

José Julian Dip Leos, Director 
of Puerto Altamira

ALTAMIRA LNG TERMINAL SOLD 
AFTER FIVE YEARS

“BECAUSE OF THE AVAILABLE AREAS AND EXTENDED ROOM TO GROW, WE CAN 

OFFER COMPANIES VAST SPACES TO CONTINUE GROWING AND DEVELOPING NEW 

TECHNOLOGIES AT AN UNSURPASSABLE LOCATION ON THE GULF OF MEXICO”

Location
Altamira, Tamaulipas

Coordinates
22°29’ N and 97°52’ W

History
Developed as a new  
deepwater port, about 24km 
north of Tampico, to supplement 
the cargo tra�c handled by the 
saturated Port of Tampico

Key facts 
Mexico’s most important 
commercial centre for 
petrochemicals

Hosts Mexico’s first LNG 
receiving and regasification 
terminal

Altamira is an increasingly 
prominent o�shore  
construction hub

C-0018, Mexico Oil & Gas Review (2012)
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ALL-ROUND SERVICE HUB FOR THE 
UPSTREAM AND DOWNSTREAM OIL 
AND GAS INDUSTRY

The LNG terminal at Altamira started as a joint venture 

between Shell (holding a 50% share), Total and Mitsui. 

In 2006, the terminal received its first LNG from Nigeria, 
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market has meant that countries such as the US, which 

once relied on LNG imports to supply gas demand, now 

has cheap access to domestic gas, and for countries like 

Mexico, it is cheaper to receive this gas via pipeline from 

the US than it is to buy it as LNG cargo. Since its throughput 

capacity of 261.33 Bcf per year is fully contracted for a 

long-term period, the new owners of the Altamira LNG 

terminal have no reason to worry yet. 

Located in Tamaulipas state, 

Altamira is Mexico’s biggest 

port for the handling of 

petrochemical liquid cargoes. 

50 years ago, investments 

of over US$5.5 billion in the 

state by both national and 

international companies 

turned it into what became 

known as Mexico’s ‘petrochemical corridor’.

Last year, 1,638 vessels passed through the port’s facility, a 

12% increase from 2010. The port of Altamira handled 16.3 

million tonnes of cargo in 2011, which represents an 11% 

increase compared to the year before. Petrochemical fluids 

were the number one cargo transported, at 5.1 million tonnes. 

Mineral bulk cargo made a significant jump last year, with 

the amount handled increasing by 24%. The Altamira port 

says this trend is expected to continue throughout 2012 as 

new clients chose the facility for the handling of their goods. 

An overall increase of activities is expected this year, with a 

forecast of 17.8 million tonnes handled during 2012, which 

would represent a 9% growth in comparison to 2011.

As well as petrochemical production, Altamira was also 

the first Mexican port to build an LNG terminal. Dip Leon 

explains that the terminal has been very positive for the 

port. “First, it was necessary to build new infrastructure. 

Expansion and dredging of the canal was imperative 

and would give us the ability to attend bigger vessels 

and to accommodate new businesses. Also, new global 

companies with enormous potential turn to see Altamira 

as a first-class port, and we show that we are able to 

develop complex and highly specialized projects as well.”

J. Ray McDermott chose Altamira as the location for its 

Mexican construction facility. The subsidiary of McDermott 

International was awarded a contract by Pemex in 

2007 to build the Maloob-C drilling platform for the 

Ku-Maloob-Zaap field. This was the first project for the 

company’s facility in Altamira. This particular platform is 

constructed so as to be able to sustain 18 wells, with the 

goal of augmenting production at the KMZ field. J. Ray 

McDermott installed the platform in a water depth of 

83m. In May 2011, the construction company won a Pemex 

contract to build and set up oil and gas pipelines in the 

Bay of Campeche. McDermott said that the Altamira yard 

“Nowadays,” explains José Julian Dip Leos, Director of 

the Port of Altamira, “Tamaulipas is the most important 

producer of plastic resins in Mexico. More than two million 

tonnes are manufactured annually, representing 70% of 

the production capacity installed in the country. Also, 30% 

of all the private chemical and petrochemical production 

is generated in the Altamira region.” The main products 

include titanium dioxide (white pigment), polyvinyl chloride 

(PVC), terephthalic acid (TPA), terephthalate polyethylene 

(PET) and terephthalic dimethyl. 100% of the synthetic 

rubber production in Mexico originates in Altamira, making 

this corridor the biggest petrochemical cluster in Mexico.

Dip Leos goes on to explain the importance of this 

production for the port, as it provides a large portion of 

the overall cargo that passes through Altamira. Companies 

based at Altamira are connected directly to the fluid 

maritime terminals through underground ducts. After the 

raw materials are processed at the port, they are exported 

through containers, break-bulk terminals, by land or rail. 

was providing services to customers in the Gulf of Mexico 

and the Atlantic, and that cost e�ciency and space figured 

among the facility’s advantages for customers.

Dip Leos says the port is conscious that the industry demands 

the best infrastructure and security conditions. With that 

in mind, the port is expanding and dredging the main and 

north canal, and evaluating the market and convenience of 

having a ‘deep hole’, which would allow companies to test 

the strength and water tightness of oil platforms. He argues 

the deep hole will be a significant advantage to attract new 

business and o�shore platform builders.  

“Because of the available areas and extended room to grow, 

we can o�er companies vast spaces to continue growing 

and developing new technologies at an unsurpassable 

location on the Gulf of Mexico, with access to a port that 

has a navigation canal deep enough for any kind of project.” 

The dredging in 2011 represented an investment of US$15.86 

million and is meant to provide more security to vessels, 

as well as to enhance the possibility to receive larger ships. 
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of Puerto Altamira
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IS SHALE GAS THE KEY TO  
MEXICO’S ENERGY INDEPENDENCE?

volume of shale gas or of shale oil, which is more profitable. 

Mexico’s Energy Ministry is confident that shale gas will 

play an important role in the transformation of the country 

from a net gas importer to a net gas exporter. Current 

Mexican Energy Minister Jordy Herrera Flores, former 

head of Pemex Gas, said shortly after taking o�ce that he 

believed shale gas would become vitally important for the 

Mexican economy, adding that the industry could be worth 

between US$7 and US$10 billion in investments each year. 

Pemex plans to spend just 2% of its annual budget on shale 

gas exploration over the next three years. In March 2011, 

the company reported the successful completion of its first 

shale gas well, Emergente-1, with production of 2.9Mcf/

day. In 2012, the NOC will complete three more shale gas 

wells: Montañes-1, Nomada-1 and Navajo-1. 

Shale gas development is not without its issues. Hydraulic 

fracturing, or fracking, continues to be controversial 

from an environmental perspective. In 2011, there was an 

upsurge in the number of opponents to fracking in many 

countries such as France, Switzerland, Germany, Bulgaria, 

Ireland and Romania.  Some governments have imposed a 

moratorium on fracking or banned the process in response 

to protests.

Mexico’s energy sector naturally welcomed the 

announcement made by the US Energy Information 

Administration (EIA) the first quarter of 2011 that the 

country would become a natural gas power. Provided the 

existence of shale gas in northern Mexico is confirmed, 

potentially representing 680.87 Tcf, or 11 times the total 

gas reserves formerly quantified, the EIA forecasted that 

Mexico would begin exporting gas. Pemex has a more 

conservative estimate for its potential shale gas resources, 

putting the figure at between 150 and 459 Tcf of shale gas, 

spread across five geological provinces.

Shale gas reserves in Mexico are located between the 

state of Texas on the US side of the border and the 

Mexican state of Coahuila, which is where Pemex drilled 

the first exploratory well to identify the rock, determine 

whether it contained gas, and whether that gas could be 

produced. This well produced first gas in February 2011, 

thus confirming that the US Eagle Ford shale formation 

crosses over to Mexico. 

These results prompted Pemex in April 2011 to consider a 

preliminary investment of US$200 million for studies and the 

drilling of three more wells in Coahuila.  At the time, there 

was still no detailed map of the region and the potential 
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SHALE GAS RESERVE ESTIMATIONS BY COUNTRY

OVERVIEW 3D SEISMIC SURVEYS

 CHIHUAHUA BASIN

 SABINAS BASIN

 BURGOS BASIN

 TAMPICO MISANTLA BASIN

 VERACRUZ BASIN

FROM SHALE GAS RESOURCES  
TO SHALE GAS RESERVES

Some CNH area estimations of the di�erent basins 

are considerably lower than previously calculated. For 

example, if it is generally assessed that the Chihuahua basin 

surface is 70,000km2, the CNH estimates the prospective 

area to be 35,000km2. “It’s a very global estimation,” she 

says. She does acknowledge that there is a need for more 

precise data - which Pemex possibly has - so as to be more 

certain of the shale gas amount. Among the features to be 

evaluated are for example the extension and thickness of 

shale gas formations within the prospective basins, as well 

as the organic content and geochemical data on the areas. 

“So it could be more or it could be less – it could have more 

surface, or more thickness. But the important thing is that I 

would be able to say: our volume is this, and we are going 

to exploit it,” the CNH Commissioner says.

Evaluating the potential of shale gas is also a technological 

challenge, as, until now, exploratory projects were focused 

rather towards carbonate or fractured fields. Now the focus 

has to be on something that was previously discarded by 

Pemex. “Today, shale gas is useful and we need to change 

the way that we approach the knowledge of the reservoirs. 

It changes the ways of interpreting the seismic studies, the 

geological modelling and the well log data.”

Porres Luna thinks Pemex is very well placed to do exploratory 

work on shale gas, but that the exploitation should be left to 

smaller private companies, as it would not be a�ordable for 

Pemex, partly because of the administrative size of the NOC. 

“I feel Pemex is not well positioned to do the exploitation,” 

she says, “and that is why it hasn´t shown much interest.” 

However, she does think Pemex should evaluate the shale gas 

potential of Mexico, as it represents a priority for the country.

Shale gas is both a great opportunity and a great challenge 

for Mexico, according to the CNH. One of the first important 

technological challenges that the country must face is to 

evaluate the potential that shale gas represents. “I think it is 

a very important area for exploratory opportunities in Mexico 

that hasn’t been totally tackled yet,” said Alma América 

Porres Luna, Commissioner at the CNH, “but first, we have 

to know how much resources we have.” According to an EIA 

assessment of Mexico’s shale gas potential, there are 680.87 

Tcf of technically recoverable shale gas resources in Mexico, 

which amounts to 11 times the country’s proven, probable and 

possible (3P) reserves of natural gas. However, Pemex E&P 

Director General, Carlos Morales Gil, recently communicated 

that early studies are indicating a more conservative estimate 

of between 150.09 Tcf and 459.09 Tcf of shale gas in Mexico’s 

five di�erent geological provinces.

The EIA figure is lower than the recoverable reserves of the 

US, which stand at 862 Tcf, but ranks Mexico’s potential 

shale gas resources as fourth in the world,  above Canada, 

which has 388.1 Tcf of recoverable reserves. However, it 

is now important to confirm that amount in Mexico, says 

Porres Luna. In order to estimate the resources, she says the 

US agency looked at the basins in the US and considered 

that there was continuity in the Mexican basins in terms 

of characteristics. The estimation of the volume was then 

made with the area surface, as well as the porosity and 

the further characteristics that have already been proven 

in the US, presuming that the whole area is impregnated 

with gas. But now, it has to be seen if the characteristics 

are really as continuous as assumed, says Porres Luna. 

Also, some properties need to be evaluated based on the 

observations made in wells, cores and formations. 

Source: Eneregy Information Administration (EIA)C-0018, Mexico Oil & Gas Review (2012)
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IS SHALE GAS THE KEY TO  
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volume of shale gas or of shale oil, which is more profitable. 

Mexico’s Energy Ministry is confident that shale gas will 

play an important role in the transformation of the country 

from a net gas importer to a net gas exporter. Current 

Mexican Energy Minister Jordy Herrera Flores, former 

head of Pemex Gas, said shortly after taking o�ce that he 

believed shale gas would become vitally important for the 

Mexican economy, adding that the industry could be worth 

between US$7 and US$10 billion in investments each year. 

Pemex plans to spend just 2% of its annual budget on shale 

gas exploration over the next three years. In March 2011, 

the company reported the successful completion of its first 

shale gas well, Emergente-1, with production of 2.9Mcf/

day. In 2012, the NOC will complete three more shale gas 

wells: Montañes-1, Nomada-1 and Navajo-1. 

Shale gas development is not without its issues. Hydraulic 

fracturing, or fracking, continues to be controversial 

from an environmental perspective. In 2011, there was an 

upsurge in the number of opponents to fracking in many 

countries such as France, Switzerland, Germany, Bulgaria, 

Ireland and Romania.  Some governments have imposed a 

moratorium on fracking or banned the process in response 

to protests.

Mexico’s energy sector naturally welcomed the 

announcement made by the US Energy Information 

Administration (EIA) the first quarter of 2011 that the 

country would become a natural gas power. Provided the 

existence of shale gas in northern Mexico is confirmed, 

potentially representing 680.87 Tcf, or 11 times the total 

gas reserves formerly quantified, the EIA forecasted that 

Mexico would begin exporting gas. Pemex has a more 

conservative estimate for its potential shale gas resources, 

putting the figure at between 150 and 459 Tcf of shale gas, 

spread across five geological provinces.

Shale gas reserves in Mexico are located between the 

state of Texas on the US side of the border and the 

Mexican state of Coahuila, which is where Pemex drilled 

the first exploratory well to identify the rock, determine 

whether it contained gas, and whether that gas could be 

produced. This well produced first gas in February 2011, 

thus confirming that the US Eagle Ford shale formation 

crosses over to Mexico. 

These results prompted Pemex in April 2011 to consider a 

preliminary investment of US$200 million for studies and the 

drilling of three more wells in Coahuila.  At the time, there 

was still no detailed map of the region and the potential 
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Some CNH area estimations of the di�erent basins 

are considerably lower than previously calculated. For 

example, if it is generally assessed that the Chihuahua basin 

surface is 70,000km2, the CNH estimates the prospective 

area to be 35,000km2. “It’s a very global estimation,” she 

says. She does acknowledge that there is a need for more 

precise data - which Pemex possibly has - so as to be more 

certain of the shale gas amount. Among the features to be 

evaluated are for example the extension and thickness of 

shale gas formations within the prospective basins, as well 

as the organic content and geochemical data on the areas. 

“So it could be more or it could be less – it could have more 

surface, or more thickness. But the important thing is that I 

would be able to say: our volume is this, and we are going 

to exploit it,” the CNH Commissioner says.

Evaluating the potential of shale gas is also a technological 

challenge, as, until now, exploratory projects were focused 

rather towards carbonate or fractured fields. Now the focus 

has to be on something that was previously discarded by 

Pemex. “Today, shale gas is useful and we need to change 

the way that we approach the knowledge of the reservoirs. 

It changes the ways of interpreting the seismic studies, the 

geological modelling and the well log data.”

Porres Luna thinks Pemex is very well placed to do exploratory 

work on shale gas, but that the exploitation should be left to 

smaller private companies, as it would not be a�ordable for 

Pemex, partly because of the administrative size of the NOC. 

“I feel Pemex is not well positioned to do the exploitation,” 

she says, “and that is why it hasn´t shown much interest.” 

However, she does think Pemex should evaluate the shale gas 

potential of Mexico, as it represents a priority for the country.

Shale gas is both a great opportunity and a great challenge 

for Mexico, according to the CNH. One of the first important 

technological challenges that the country must face is to 

evaluate the potential that shale gas represents. “I think it is 

a very important area for exploratory opportunities in Mexico 

that hasn’t been totally tackled yet,” said Alma América 

Porres Luna, Commissioner at the CNH, “but first, we have 

to know how much resources we have.” According to an EIA 

assessment of Mexico’s shale gas potential, there are 680.87 

Tcf of technically recoverable shale gas resources in Mexico, 

which amounts to 11 times the country’s proven, probable and 

possible (3P) reserves of natural gas. However, Pemex E&P 

Director General, Carlos Morales Gil, recently communicated 

that early studies are indicating a more conservative estimate 

of between 150.09 Tcf and 459.09 Tcf of shale gas in Mexico’s 

five di�erent geological provinces.

The EIA figure is lower than the recoverable reserves of the 

US, which stand at 862 Tcf, but ranks Mexico’s potential 

shale gas resources as fourth in the world,  above Canada, 

which has 388.1 Tcf of recoverable reserves. However, it 

is now important to confirm that amount in Mexico, says 

Porres Luna. In order to estimate the resources, she says the 

US agency looked at the basins in the US and considered 

that there was continuity in the Mexican basins in terms 

of characteristics. The estimation of the volume was then 

made with the area surface, as well as the porosity and 

the further characteristics that have already been proven 

in the US, presuming that the whole area is impregnated 

with gas. But now, it has to be seen if the characteristics 

are really as continuous as assumed, says Porres Luna. 

Also, some properties need to be evaluated based on the 

observations made in wells, cores and formations. 

Source: Eneregy Information Administration (EIA)C-0018, Mexico Oil & Gas Review (2012)
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Austria, Denmark, France, Germany, Hungary, the Netherlands, 

Poland, Spain, Sweden, Switzerland and the United Kingdom. 

According to the US EIA, Europe is estimated to have 624 

Tcf of technically recoverable shale gas resources. However, 

the reserves are located deeper in the ground than in the US, 

making it more di�cult and more costly to access. 

PwC’s perspective on shale gas in Mexico

Considering the fact that shale gas is a relatively new topic in 

Mexico, there is an opportunity to develop in the medium and 

long-term. However, shale gas should be treated separately 

from exploration and production of oil and conventional 

natural gas. Mexico has di�erent priorities for development 

of shale gas and conventional hydrocarbons because the 

two resources  have such dissimilar degrees of maturity, 

production processes, extraction costs, and sale prices. 

Aside from a separate Pemex subsidiary for shale gas, legal 

and even constitutional amendments must be made to 

provide private investors (both domestic and foreign) the 

security to participate in these projects.  Most NOCs are in 

consortium with international oil companies and with other 

domestic oil companies, and Pemex should follow suit. The 

current integrated service contracts would be insu�cient for 

shale gas projects, given their novelty and complexity. Shale 

development represents high geological, environmental, legal 

and consequently economic risks that must be addressed 

and mitigated in any new laws or agreements.

In countries with more shale experience and up-to-date 

laws, economically sound domestic and multinational 

companies for the most part do not handle these projects 

alone. Instead they work with similar companies to share 

and take advantage of experience, technology, and 

group teams. This enables them to share both the risks 

and benefits, which benefits both parties. During the last 

half of 2011, a number of bills were expected for shale gas 

in Mexico, but have been postponed to 2012. There is a 

risk these laws will fail to be approved given the timing 

of presidential, governor and congressional campaigns in 

July. Hopefully, the parties will share the political costs and 

do something for the good of the country and its citizens 

by approving the needed shale amendments.

Many companies are developing shale gas in parallel, all 

over the world. For starters, NOCs and IOCs are making 

significant investments in US shale gas. Companies 

based overseas spent around US$33 billion buying into 

US shale gas through acquisitions or joint ventures last 

year. Marubeni, Statoil, Total, Sinopec, CNOOC, Reliance 

Industries, and BHP Billiton are among the companies 

making these investments. US companies benefit from 

the cash injections from these deals. The main US shale 

gas areas are in the states of Michigan, Texas, Oklahoma, 

Alabama, Arkansas, Colorado, Louisiana, Illinois, Tennessee, 

Ohio and New York. US Shale production in 2009 for the 

lower 48 states reached 3,110 Bcf, up 47% from 2008, and 

technically recoverable resources are estimated at 862 Tcf.

In Canada, total shale gas in place is estimated at 1,111 Tcf, 

according to the Canadian Society for Unconventional 

Resources. In December 2010, Talisman Energy concluded a 

strategic partnership agreement with Sasol of South Africa 

to develop shale gas with estimated reserves of 4-12 Tcf.  

Encana has concluded deals with the Korean Gas (KoGas), 

as well as Chinese state oil firms PetroChina and China 

National Petroleum Corporation (CNPC). The deals indicate 

a high level of foreign interest in Canadian shale deposits.

The Society of Petroleum Engineers estimates 2,116 Tcf 

of shale gas in South America. Argentina ranks third in 

the world in technically recoverable shale gas resources 

with 774 Tcf, according to the US EIA in April 2011. Key 

shale gas players in Argentina include Apache, Total, 

ExxonMobil, EOG Resources and YPF. In 2008, President 

Cristina Fernández launched a “Gas Plus” programme 

to encourage E&P of unconventional gas resources, and 

reduce Argentina’s dependency on Bolivian and other 

imported gas. In December 2010, YPF discovered 4.5 Tcf 

proven shale reserves in Patagonia: the first discovery of its 

kind in South America. In Brazil’s Paraíba Valley, two areas 

totaling 86km2 contain reserves of 840 million barrels 

of in-situ shale oil; the total resource is estimated at 2  

billion barrels. 

Shale gas development in Europe is still in its infancy, but 

exploration is occurring in a number of European countries:  
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DEVELOPMENT MODELS FOR 
SHALE GAS RESOURCES?

Mexico is only just beginning to explore the potential of its shale gas reserves. As a company 

with much experience in shale gas, what would you say about the challenge for an oil company 

of adjusting to exploiting unconventional resources, and the strategy that ExxonMobil adopted 

in order to achieve this?

Energy demand in Mexico is estimated to increase 20% by 2030 due to population growth and 

economic development. In order to satisfy this growing energy demand, mostly in the areas of 

electricity generation, industrial development and transportation, Mexico will need to optimize the production and use of 

all its sources of energy. It should not be an issue of focusing on one energy source versus another. Instead, Mexico should 

be looking to optimize production from all of its energy sources. This includes shale gas resources as well as exploring and 

developing new oil resources in areas with high potential, such as in deepwater. 

Estimates of Mexico’s shale gas resources published both by Pemex and the US Energy Information Administration indicate 

that Mexico has the potential for shale gas resources that are anywhere from two to 11 times their current gas reserves. 

However, if you look at how the shale gas revolution took place in the United States, it is very clear that it was possible 

through innovation and investment from the private sector. So, in order for such a shale gas revolution to take place in 

Mexico, there needs to be a favourable legal framework and business environment. Many of the elements that would allow 

the development of shale gas in Mexico will also help the development of other resources. 

ExxonMobil acquired XTO in order to increase its shale gas footprint. What are your expectations for the potential 

development of unconventional resources in Mexico?

Mexico will of course choose its own way to develop its shale gas resources. In the United States, shale gas was developed through 

competition and a business framework with the appropriate balance of risk and reward for companies of all sizes to innovate.

What do you see as the best development model for Mexico’s shale gas resources?

If nothing changes in the next few years, Mexico will become a net importer of gas by 2015. Pemex 

is extremely unlikely to invest in shale gas if it means diverting money away from oil production.  

I think Mexico will have no other choice but to open shale gas to the private sector. I don’t think that 

the Constitution will change, but rather this will become an activity that Mexican companies will be 

able to invest in, but international companies will not. I think the only feasible way to achieve this is 

through mining concessions. If this happens, Fermaca will be the first company in line to sign up. We are actually looking into 

buying a small US drilling company in order to gain experience in shale gas and shale oil production. This might still be a long 

way o�, perhaps 10 years, but it will happen, and when it does we have to be prepared for it. 

What can Weatherford contribute to the exploitation of Mexico’s shale gas reserves based on its 

international experience?

Weatherford provides technologies to several fields of this kind in North America, such as Eagle Ford 

Shale, Haynesville Shale and Barnett Shale, where we have succeeded in applying new technologies 

in the directional drilling of horizontal wells, taking formation cuttings to analyse the mineralogical 

composition of the carbonates with a high level of precision, as well as systems that help to detect 

low pressure areas in the formation during drilling, and systems that reduce the times and harshness in the well construction.  

These and other technologies can be applied in the horizontal well drilling projects in the shale gas fields in Mexico, in 

addition to our engineering experience in the design of this type of wells, which can be of great use for the correct drilling 

and exploitation of the wells. 

TECHNOLOGICAL CHALLENGES 
TO SHALE GAS DEVELOPMENT

technological process to the oil and gas industry, the 

acquisition of the required expertise can pose some 

challenges for companies attempting to exploit shale gas 

reserves for the first time.

First, geologists need to correctly assess the permeability 

and porosity of the rock and thickness of the targeted 

shale formation in order to select the best drilling sites. 

Once drilling begins, a vertical well is first drilled into 

the shale formation, followed by a horizontal well. Then, 

frack plugs are placed into the shaft so that the fracking 

process can begin. Once the liquid has been used to 

fracture the formations, it returns to the surface via 

the well bore for disposal, treatment or re-use, leaving 

sand in the new fractures which keeps them open and 

releases the trapped gas. 

Another factor is the sheer number of wells that need 

to be drilled in order to bring shale gas production to 

commercially usable levels. Studies show that shale gas 

wells can be US$2.5 million more expensive than a normal 

onshore gas well, making the average cost of a shale gas 

well US$7.6 million. Another challenge is that, contrary to 

popular belief, shale gas does need to be treated once it 

comes out of the well, as it is not always sweet. Although 

not sour in the conventional sense, shale gas often contains 

several hundred parts per million of H2S, and a percentage 

of CO2, which means it needs to be treated before it can 

be utilized. 

The major challenge involved in shale gas development is 

obtaining economically viable production. This is because 

shale has extremely low matrix permeability, and the 

typical production curve of a shale gas well starts high, 

and then declines quickly before production stabilizes. In 

order to reach commercial production rates, shales need 

to be hydraulically fractured, or fracked, in order to allow 

access to the shale gas. However, once the technological 

challenges have been overcome, shale gas can be an 

extremely attractive option, due to the generally large 

scale of shale gas reservoirs, attractive finding costs and 

long production life.

One of the biggest technological hurdles standing in the 

way of shale gas development is the large volume of water 

required to fracture and drill a shale gas well. Besides 

the limited availability of water in Mexico’s shale gas rich 

northern region, this impact on the quality of drinking 

water poses problems. In the fracking process the water 

used is blended with the chemicals and sand, and any 

leak into the water table has the potential to be harmful 

to the environment, although many in the industry dispute 

this claim. Regardless, potential leakages should be very 

closely monitored, and after water has been used for 

fracking, it must be properly treated and disposed of.

Although the technology was first used in the 1940s, 

present day fracking was first applied in the late 1990s 

at the Barnett Shale in Texas. Being a relatively new 

TECHNOLOGY ACQUISITION REQUIRED?
In 2009, ExxonMobil paid US$41 billion to acquire Houston-based XTO Energy, in order to gain access not only to the 

company’s shale gas reserves, but to gain access to their experience and technology for shale gas development. The move 

paid o� for Exxon, with the company fast establishing itself as one of the world leaders in shale gas exploitation.

Exxon is not alone in moving into the shale gas market through acquisition. Wood MacKenzie indicated that in 2010, one third 

of global upstream mergers and acquisitions were related to shale gas. By the third quarter of 2011, 46% of all energy M&As 

were related to shale gas, according to PwC. Companies such as BHP Billiton and Sinopec have made acquisitions in the last 

two years to strengthen their shale gas reserves and expertise.

In Mexico, shale gas still remains the exclusive domain of Pemex, who has the sole rights to develop the resource. As a result, 

gaining access to reserves is not a priority for the company; rather, it needs to focus on gaining technology in order to properly 

exploit Mexico’s shale gas reserves. It also needs to ensure that gas gains the budget share it needs in the Pemex portfolio. 

Since natural gas is not as profitable as oil exploitation, especially given the current market prices for both hydrocarbons, it 

remains to be seen which share of Pemex Exploration and Production’s budget will be allocated to shale gas development in 

the future. As a result, rather than acquisition, Pemex might consider creating a separate shale gas subsidiary dedicated to 

exploration and production. This is a model that other NOCs around the world have followed, including Statoil who acquired 

a company primarily to develop shale gas reserves. Like Statoil, Pemex could look to acquiring the technology it needs to 

successfully capitalize on Mexico’s shale resources.
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of adjusting to exploiting unconventional resources, and the strategy that ExxonMobil adopted 
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Energy demand in Mexico is estimated to increase 20% by 2030 due to population growth and 

economic development. In order to satisfy this growing energy demand, mostly in the areas of 
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Mexico will of course choose its own way to develop its shale gas resources. In the United States, shale gas was developed through 
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What do you see as the best development model for Mexico’s shale gas resources?

If nothing changes in the next few years, Mexico will become a net importer of gas by 2015. Pemex 

is extremely unlikely to invest in shale gas if it means diverting money away from oil production.  

I think Mexico will have no other choice but to open shale gas to the private sector. I don’t think that 

the Constitution will change, but rather this will become an activity that Mexican companies will be 

able to invest in, but international companies will not. I think the only feasible way to achieve this is 

through mining concessions. If this happens, Fermaca will be the first company in line to sign up. We are actually looking into 

buying a small US drilling company in order to gain experience in shale gas and shale oil production. This might still be a long 
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international experience?
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in the directional drilling of horizontal wells, taking formation cuttings to analyse the mineralogical 

composition of the carbonates with a high level of precision, as well as systems that help to detect 

low pressure areas in the formation during drilling, and systems that reduce the times and harshness in the well construction.  

These and other technologies can be applied in the horizontal well drilling projects in the shale gas fields in Mexico, in 

addition to our engineering experience in the design of this type of wells, which can be of great use for the correct drilling 

and exploitation of the wells. 
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OUTLOOK FOR CBM 
AND SHALE GAS IN 
MEXICO
BY NICOLÁS BORDA
Shareholder of Greenberg Traurig

the terms and conditions, as well as the administrative 

provisions of technical nature for the recovery and use 

of CBM; evaluate the feasibility of the projects for the 

recovery and use of CBM and its consistency with the 

energy policy; and resolve any appeals filed pursuant to 

the provisions of this law.

The regulations to the Mining Law prohibits the sale of CBM 

to third parties. In the event that a company breaches this 

restriction, its mining concession would be cancelled. The 

rationale is that CBM was liberalized not to speculate, but 

as an accommodation to the mining companies for safety 

and environmental reasons. Despite the limitation, the 

mining companies could form a self-supply consumption 

club in which the o�-takers would be shareholders of the 

special purpose company. 

The regulations bestowed the Energy Ministry with the 

authority to approve, modify or revoke authorizations 

for joint venture agreements, as well as the terms and 

conditions of the delivery service contracts with Pemex. 

On June 11, 2009, the Energy Ministry published the 

administrative guidelines. These guidelines establish: (i) 

the terms and conditions for Pemex and permit holders 

regarding the delivery point of the gas; (ii) the guidelines 

for the transport, storage and industrial activities for the 

use of CBM to the delivery points to Pemex; (iii) provisions 

regarding the terms of the contracts for the delivery of 

CBM to be executed by Pemex and the permit holders; 

(iv) the terms and methodology for the compensation to 

the permit holders; and (v) the gas specifications (NOM 

01). Such administrative guidelines indicate that the 

compensation for the permit holder shall include: (i) the 

average reference price for natural gas in the corresponding 

period in the rate sector corresponding to the delivery 

point to Pemex; (ii) the total cost of transport service 

incurred by the permit holder; and (iii) the commercial 

commission for the handling of CBM by Pemex. Pemex and 

the permit holder shall agree on the delivery point, subject 

to technical feasibility and the transportation and storage 

of CBM shall be carried out pursuant to the regulatory 

framework applicable for natural gas. 

The Mexican hydrocarbon upstream policy has evolved 

from the Multiple Service Contracts in 2003, to the 

opening of coalbed methane gas (CBM) in 2006, to 

the Integrated Service Contracts in 2011. The Energy 

Ministry recently completed the legal framework for CBM 

production. However, there are many challenges ahead. 

The huge success stories for shale gas in the US have 

called the attention of potential investors to Mexico’s non-

conventional gas resources. 

CBM and shale are the two most important non-

conventional gas resources in Mexico. CBM is the only non-

conventional gas resource in Mexico that the private sector 

can produce directly. Shale gas is much more abundant, 

but it is considered a strategic activity that is part of the 

petroleum industry, and thus its production is the exclusive 

domain of Pemex. This article explains how Mexico’s CBM 

regulation works and the outlook for the country’s non-

conventional gas resources.

The Regulation of CBM in Mexico

In June 2006, several important amendments to the 

Mining Law and the Regulatory Law of Article 27 of the 

Constitution on Petroleum (the “Petroleum Law”) allowed 

the self-use and/or delivery to Pemex of CBM by the 

holders of mining concessions. This was the first step in 

regulating CBM. These amendments were very important 

to Mexico for environmental, economic and safety 

reasons; unfortunately they have not had the desired 

e�ect, and have not yielded the expected results. From 

the safety perspective, CBM explosions, due to the lack 

of degasification in coal mines, have caused the death of 

hundreds of Mexican mine workers. The explosion in the 

Pasta de Conchos coal mine a few years ago killed more 

than 60 workers.

The Petroleum Law and the Mining Law were both 

amended to expressly include CBM. The Mining Law was 

also amended to include additional rights and duties for the 

Economy Ministry to draft and update CBM production and 

self-use policies in conjunction with the Energy Ministry. 

The aims of these modifications were to assure CBM’s 

rational exploitation and promote e�cient use; establish 
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framework remains complex and restrictive (i.e. no sale 

to third parties).

Shale gas, unlike CBM, has no special legal regime in Mexico. 

Shale gas is regulated in the same way as conventional 

natural gas: by the Petroleum Law and its Regulations, as 

well as by the Natural Gas Regulations, the directives issued 

by the Energy Regulatory Commission (CRE) and the 

Mexican O�cial Standards.  Subject to the corresponding 

legal changes, shale gas could be developed by the private 

sector in order to bring the necessary capital, expertise 

and technologies that have developed substantially in the 

past decade in the US. This woule enable Pemex to focus 

on more profitable areas like o�shore shallow waters with 

light crude oil.

Pemex Exploration and Production could use the risk 

performance-based contract model, subject to certain 

specific tailoring, to start developing the Burgos area 

to create employment, infrastructure, technology 

development, and train skilled local labour. 

Lawmakers from the PRI recently submitted bills to derogate 

Article 267 from the LFD, which established the 40% fee. The 

PRI argues that companies should continue venting the CBM 

since it is complicated and expensive to use or deliver to 

Pemex, and is not profitable with the 40% fee. Unfortunately, 

as of today, these bills have not been approved.

On September 13, 2011, the technical guidelines to carry 

out the studies to prove the association of gas with coal 

deposits were published in the country’s o�cial gazette 

Diario Oficial. These guidelines established the terms 

and conditions for geological studies and geochemical 

characterization of the gas.

Pursuant to the current Federal Governmental Fees Law 

(LFD), mining companies using or delivering the gas 

to Pemex shall pay a governmental fee of 40% of the 

di�erence resulting between the annual value of CBM 

obtained in the year and the deductions allowed. The CBM 

price shall be based on the Texas Eastern Transmission 

Corp. index, South Texas Zone, published by Inside FERC’s 

Gas Market Report. 

Conclusions

Mexico has great potential for nonconventional gas 

resources, but Pemex lacks experience. That being 

the case, the NOC requires huge investments and new 

technologies in order to develop strategic reservoirs 

with great long-term potential and very high complexity. 

Notwithstanding the good intentions of the amendments 

to the Petroleum Law and the Mining Law, the use of CBM 

has not triggered new investments or projects due to 

the profitability issues for holders of mining concessions. 

The legal framework has just been completed, therefore 

no CBM permits have yet been granted. The CBM legal 
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and environmental reasons. Despite the limitation, the 

mining companies could form a self-supply consumption 

club in which the o�-takers would be shareholders of the 

special purpose company. 

The regulations bestowed the Energy Ministry with the 

authority to approve, modify or revoke authorizations 

for joint venture agreements, as well as the terms and 

conditions of the delivery service contracts with Pemex. 

On June 11, 2009, the Energy Ministry published the 

administrative guidelines. These guidelines establish: (i) 

the terms and conditions for Pemex and permit holders 
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for the transport, storage and industrial activities for the 
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regarding the terms of the contracts for the delivery of 

CBM to be executed by Pemex and the permit holders; 

(iv) the terms and methodology for the compensation to 

the permit holders; and (v) the gas specifications (NOM 

01). Such administrative guidelines indicate that the 

compensation for the permit holder shall include: (i) the 
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period in the rate sector corresponding to the delivery 

point to Pemex; (ii) the total cost of transport service 

incurred by the permit holder; and (iii) the commercial 

commission for the handling of CBM by Pemex. Pemex and 

the permit holder shall agree on the delivery point, subject 

to technical feasibility and the transportation and storage 

of CBM shall be carried out pursuant to the regulatory 

framework applicable for natural gas. 
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from the Multiple Service Contracts in 2003, to the 

opening of coalbed methane gas (CBM) in 2006, to 

the Integrated Service Contracts in 2011. The Energy 

Ministry recently completed the legal framework for CBM 

production. However, there are many challenges ahead. 

The huge success stories for shale gas in the US have 

called the attention of potential investors to Mexico’s non-

conventional gas resources. 

CBM and shale are the two most important non-

conventional gas resources in Mexico. CBM is the only non-

conventional gas resource in Mexico that the private sector 

can produce directly. Shale gas is much more abundant, 

but it is considered a strategic activity that is part of the 

petroleum industry, and thus its production is the exclusive 

domain of Pemex. This article explains how Mexico’s CBM 

regulation works and the outlook for the country’s non-

conventional gas resources.
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In June 2006, several important amendments to the 

Mining Law and the Regulatory Law of Article 27 of the 

Constitution on Petroleum (the “Petroleum Law”) allowed 

the self-use and/or delivery to Pemex of CBM by the 

holders of mining concessions. This was the first step in 

regulating CBM. These amendments were very important 

to Mexico for environmental, economic and safety 

reasons; unfortunately they have not had the desired 

e�ect, and have not yielded the expected results. From 

the safety perspective, CBM explosions, due to the lack 

of degasification in coal mines, have caused the death of 

hundreds of Mexican mine workers. The explosion in the 

Pasta de Conchos coal mine a few years ago killed more 

than 60 workers.

The Petroleum Law and the Mining Law were both 

amended to expressly include CBM. The Mining Law was 

also amended to include additional rights and duties for the 

Economy Ministry to draft and update CBM production and 

self-use policies in conjunction with the Energy Ministry. 

The aims of these modifications were to assure CBM’s 

rational exploitation and promote e�cient use; establish 
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framework remains complex and restrictive (i.e. no sale 

to third parties).

Shale gas, unlike CBM, has no special legal regime in Mexico. 

Shale gas is regulated in the same way as conventional 

natural gas: by the Petroleum Law and its Regulations, as 

well as by the Natural Gas Regulations, the directives issued 

by the Energy Regulatory Commission (CRE) and the 

Mexican O�cial Standards.  Subject to the corresponding 

legal changes, shale gas could be developed by the private 

sector in order to bring the necessary capital, expertise 

and technologies that have developed substantially in the 

past decade in the US. This woule enable Pemex to focus 

on more profitable areas like o�shore shallow waters with 

light crude oil.

Pemex Exploration and Production could use the risk 

performance-based contract model, subject to certain 

specific tailoring, to start developing the Burgos area 

to create employment, infrastructure, technology 

development, and train skilled local labour. 

Lawmakers from the PRI recently submitted bills to derogate 

Article 267 from the LFD, which established the 40% fee. The 

PRI argues that companies should continue venting the CBM 

since it is complicated and expensive to use or deliver to 

Pemex, and is not profitable with the 40% fee. Unfortunately, 

as of today, these bills have not been approved.

On September 13, 2011, the technical guidelines to carry 

out the studies to prove the association of gas with coal 

deposits were published in the country’s o�cial gazette 

Diario Oficial. These guidelines established the terms 

and conditions for geological studies and geochemical 

characterization of the gas.

Pursuant to the current Federal Governmental Fees Law 

(LFD), mining companies using or delivering the gas 

to Pemex shall pay a governmental fee of 40% of the 

di�erence resulting between the annual value of CBM 

obtained in the year and the deductions allowed. The CBM 

price shall be based on the Texas Eastern Transmission 

Corp. index, South Texas Zone, published by Inside FERC’s 

Gas Market Report. 

Conclusions

Mexico has great potential for nonconventional gas 

resources, but Pemex lacks experience. That being 

the case, the NOC requires huge investments and new 

technologies in order to develop strategic reservoirs 

with great long-term potential and very high complexity. 

Notwithstanding the good intentions of the amendments 

to the Petroleum Law and the Mining Law, the use of CBM 

has not triggered new investments or projects due to 

the profitability issues for holders of mining concessions. 

The legal framework has just been completed, therefore 

no CBM permits have yet been granted. The CBM legal 
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TLAXCALA-MORELOS PIPELINE
The first phase of this 160km pipeline will connect the Esperanza-Venta de Carpio pipeline in Tlaxcala to CFE operated electricity 
plants in Morelos, and is scheduled for completion in October 2012. The second phase, to be completed in June 2013, involves 
the extension of the pipeline from the same interconnection to the Cempoala-Santa Ana pipeline in Tlaxcala. Spanish energy 
infrastructure group Elecnor will operate the contract over a 25-year term.  

TAMAZUNCHALE-EL SAUZ PIPELINE
The 200km long Tamazunchale-El Sauz pipeline will connect the Palmillas-Querétaro pipeline with the private Naranjos-
Tamazunchale pipeline. A combination of 76cm and 91cm diameter pipelines will be able to transport up to 630 MMcf of 
natural gas and is scheduled to be brought online in November 2012. The contract will be operated by TransCanada and has a  
25-year term.     

LOS RAMONES PIPELINE
The Los Ramones natural gas pipeline will run for approximately 1,000 km through the states of Tamaulipas, Nuevo Leon, San Luís 
Potosí, Guanajuato, Queretaro and Zacatecas, and could be extended into the states of Jalisco and Aguascalientes. The entire 
project is expected to require an investment of approximately US$2.5 billion.  

ZACATECAS PIPELINE
The Zacatecas pipeline is the first new pipeline in President Calderón’s natural gas development plan, and will be integrated into 
the Los Ramones pipeline system. This 165km pipeline, to be constructed at a cost of US$110 million will supply 20MMcf of natural 
gas daily to a plant of Grupo Modelo, Mexico’s largest brewer.

CHIHUAHUA CORRIDOR PIPELINE
At the end of 2011, CFE awarded the contract for the 385km Chihuahua Corridor pipeline to Tarahumara Pipeline, a subsidiary  of 
Fermaca. The pipeline will transport up to 850MMcf/d from Ciudad Juárez to El Encino, where it will connect with the Chihuahua-
Torreón pipeline, to deliver gas from the US for power generation in the states of Chihuahua, Durango and Coahuila. The 
Tarahumara pipeline will provide transport services over a 25 year period.

NORTHWEST GAS PIPELINE
The Northwest Gas pipeline is the flagship project of President Calderón’s US$10.5 billion natural gas strategy, which also includes 
the construction of the Los Ramones pipeline network in central Mexico and the creation of four natural gas distribution zones. 
In March 2012, the President said that Mexico started inviting bids for the 2,000km Northwest Gas pipeline that will run from the 
US border down to Mazatlán and is expected to require a US$3.5 billion investment. “This pipeline will revolutionize the northern 
Pacific coast, especially the state of Sinaloa, which has no natural gas,” the President said.

MORELOS-SAN JOSÉ DE ITURBIDE PIPELINE
The Morelos-San José de Iturbide pipeline is currently in the planning phase and details have yet to be announced. 
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pipelines. Sinaloa state was the most a�ected, accounting 

for 22% of the cases, while Veracruz and Tamaulipas took 

second and third places respectively. Pemex estimated in 

November 2011 that 2,986,563 barrels had been lost through 

robbery, an increase of 52% from the previous year.

One of Pemex’s goals is to reduce theft from pipelines, 

but also to increase the pipeline system’s capacity. In its 

2012-2016 business plan, the company states it wants to 

augment the pipeline transportation capacity in order 

to reduce the use of other more costly transportation 

methods like tanker trucks. To achieve that goal, the 

company plans to build two multipurpose pipelines, 

as well as debottlenecking or improving capacity of 12 

multipurpose pipelines. In June 2009, Pemex started the 

construction of the Tuxpan-México multipurpose pipeline, 

which will be 103km long with a 46cm diameter. 

In recent years, Pemex Exploration and Production started 

awarding 10-year contracts for pipeline maintenance 

in order to minimize the risk of downtime, spills, and 

explosions. The largest contract, a US$1.3 billion 10-year 

contract for maintenance of the 116 pipelines in Tabasco 

and Campeche areas of the Gulf of Mexico, was awarded 

in 2009 to DMGP Servicios de Integridad, a consortium 

consisting of Mexican companies Grupo Diavaz and 

Mexssub and international companies Penspen and 

GreyStar Corp.

Pemex reported that in 2010, the total upstream pipeline 

system for exploration and production in Mexico 

represented 12,293km, with 7,526km for natural gas and 

4,767km for crude oil. Pemex Gas’ downstream pipeline 

system represents 12,676km, which includes pipelines for 

natural gas and products. The network of refining pipelines 

adds up to a total 14,182km, representing crude oil pipelines, 

as well as products. Pipelines for petrochemicals have a 

pipeline network of 731km, including the piping rack.

In 2010, Pemex Refining transported 1 billion barrels of crude 

and oil products through pipelines, which represented 

80.5% of the national pipeline system’s total movements in 

that year. According to a Pemex report, only about 51.8% 

of the national pipeline system’s capacity was utilized in 

2010, 1.4% less than in 2009. As of December 2010, the 

gas pipelines in Mexico had a transport capacity of 5 Bcf/

day. More than 90% of the national gas pipeline system’s 

capacity is used, considering an average transported gas 

amount of 4.53 Bcf/day.

The oil pipelines in Mexico are approximately 24 years old on 

average, and the multipurpose pipelines are about 28 years 

old. Apart from their age, the pipelines su�er from regular 

fuel theft that costs Pemex millions per year. There were 

1,324 cases of theft from pipelines registered in 2011, most 

of them in pipelines belonging to Pemex Refining, and 39 

cases were reported in Pemex Exploration and Production’s 

MEXICO’S MAIN PIPELINES

is to double the number of natural gas consumers so as 

to reach 4 million users and satisfy part of the country’s 

growing energy demand with competitive prices and lower 

CO2 emissions, especially for electricity consumption.

One of the projects, the Manzanillo-Guadalajara pipeline, 

is already completed. TransCanada won the contract 

and finished the 307km pipeline’s construction in June 

2011. The pipeline has a 30-inch diameter and connects 

an LNG terminal on Mexico’s Pacific coast in Manzanillo 

to a nearby CFE power plant, as well as to the national 

pipeline system owned by Pemex near Guadalajara. 

Three further gas pipelines have already been awarded, 

while the remaining projects are just starting the tender 

process. Elecnor won the contract for the Tlaxcala-

Morelos pipeline, Tarahumara pipelines, a subsidiary of the 

Mexican company Fermaca, will construct and operate 

the Chihuahua Corridor pipeline, and TransCanada was 

awarded the contract for the Tamazunchale-El Sauz 

pipeline (see map on page 305 and details below).

Mexico’s President Felipe Calderón announced in 

November 2011 an investment plan of more than  

US$10.5 billion to expand use of natural gas in Mexico, 

which would be achieved with the help of public and 

private resources. Part of this plan is the amplification 

of the gas pipeline system by 38% until 2018, which 

would represent an additional 4,374 km to the pipeline 

network. Pemex Gas has 12,676 km of pipelines, of which 

9,032 km are natural gas pipelines that were capable of 

transporting 5,012 Mcf/day as of the end of 2010. The 

network’s utilization rate was 90.4%, as 4,731 Mcf/day of 

natural gas was transported during 2010.

The investment strategy includes construction of eight new 

gas pipelines that would reach the regions of Manzanillo, 

Morelos, Tamazunchale–El Sauz, Chihuahua, Zacatecas 

and Yucatán, among others. Some of these regions are 

located in the country’s centre and currently do not have 

access to natural gas pipelines, like Zacatecas and Morelos. 

With these projects’ completion, natural gas could be used 

in 26 Mexican States, instead of the current 22. The goal 
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pipelines. Sinaloa state was the most a�ected, accounting 

for 22% of the cases, while Veracruz and Tamaulipas took 

second and third places respectively. Pemex estimated in 

November 2011 that 2,986,563 barrels had been lost through 

robbery, an increase of 52% from the previous year.

One of Pemex’s goals is to reduce theft from pipelines, 

but also to increase the pipeline system’s capacity. In its 

2012-2016 business plan, the company states it wants to 

augment the pipeline transportation capacity in order 

to reduce the use of other more costly transportation 

methods like tanker trucks. To achieve that goal, the 

company plans to build two multipurpose pipelines, 

as well as debottlenecking or improving capacity of 12 

multipurpose pipelines. In June 2009, Pemex started the 

construction of the Tuxpan-México multipurpose pipeline, 

which will be 103km long with a 46cm diameter. 

In recent years, Pemex Exploration and Production started 

awarding 10-year contracts for pipeline maintenance 

in order to minimize the risk of downtime, spills, and 

explosions. The largest contract, a US$1.3 billion 10-year 

contract for maintenance of the 116 pipelines in Tabasco 

and Campeche areas of the Gulf of Mexico, was awarded 

in 2009 to DMGP Servicios de Integridad, a consortium 

consisting of Mexican companies Grupo Diavaz and 

Mexssub and international companies Penspen and 
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company. As a result, we now do much more work for 

Pemex than a traditional pipeline inspection company. 

NDT Mexico is in charge of preparing the pipeline for the 

inspection, cleaning, suitability, and geometry inspection, 

all before the actual inspection. Mexico is also one of 

the few places in the world where pipeline inspection 

companies process the data gathered from the inspection 

and present possible solutions to the client such as a 

detailed repair plan, a fitness for purpose assessment, or 

integrity plan; in some cases we have even been involved 

in the repair of the pipeline, and scheduling of the next 

maintenance programmes.”

NDT employs two methods for pipeline inspection: 

magnetic flux leakage and ultrasonic technology. 

Although the two methods are not mutually exclusive, 

there are specific applications for each. There are many 

scenarios in which one is better suited than the other. 

Ultrasonics is a more advanced technology because it 

uses direct measurement; however, it still cannot be used 

in gas pipelines, where MFL technology is applicable. 

The operator usually chooses which technology to utilize 

depending on the inspection requirements. This choice is 

linked to the di�culties the operator has in the pipeline, 

the type of problem being looked for, and the conditions 

of the pipeline’s operation.

NDT’s inspection systems are based on minimizing 

downtime. In most pipelines, downtime is no longer a 

factor because NDT’s systems function within operating 

pipelines. The company’s equipment and tools are inserted 

into the line and propelled through by the hydrocarbon 

flow. Ultrasonics technology can be used in pipes for a 

regular inspection where the flow ranges from 1m/s to 

3-4m/s, and MFL can be used at speeds as high as 5-6 m/s. 

Although the ultrasonics range is lower, the technology 

only works in liquid pipe flows, and there are very few 

pipelines transporting liquids that can flow much faster 

than the speeds it demands. However, some o�shore gas 

pipelines flow at speeds of over 13m/s, which means that 

pipeline inspection companies such as NDT need to reduce 

the flow. González Arias explains that “there are some 

cases, especially o�shore in natural gas pipelines, where 

productivity is a�ected because the high pressure in the 

pipelines causes very high speeds, which the tools cannot 

handle. We never require the pipeline to be shut down, but 

in some cases they have to reduce the throughput to give 

us the correct speed for the duration of the inspection.”

Pemex has been very proactive in utilizing pipeline 

inspection services for a number of years. “In the pipeline 

segment, Pemex is actually very up-to-date in terms 

of technology, and has been for the last 25-30 years. 

Pemex is one of the most active companies in the world 

regarding pipeline inspection services,” says Oscar Luís 

González Arias, Director for Latin American operations at 

NDT Systems & Services, a pipeline inspection company. 

“Rather than the challenge being caused by unwillingness 

to adopt new technology, it has come from trying to adapt 

to the growing demands of Pemex’s di�erent divisions in 

the pipeline segment.”

González Arias explains that Pemex first started regular 

pipeline inspections around 1982, and that the only 

company able to carry out such inspections at the time 

eventually became a part of the now NDT group. “The 

system put in place by Pemex at that time was very similar 

to what is found in other markets around the world today,” 

he explains. “The company conducting the inspection is 

only responsible for delivering the data to the client, with 

no extra services involved. This is still the extent of the 

work US pipeline inspection companies carry out today.”

NDT Systems & Services was created as an ultrasonics 

company, but around three years ago the company 

acquired Tuboscope Pipeline Services – a company 

focused on magnetic flux leakage (MFL) technology. “Now 

we bring both technologies to the market,” says González 

Arias. “In Mexico the greatest experience comes from the 

Tuboscope side, which has been present in the market 

for over 20 years. Worldwide, NDT Systems & Services 

is the leader in ultrasonic technology. In magnetic flux 

leakage we are competitive and have some advantages 

over our competition. Having had continuous work with 

Pemex since 1982, we have the best knowledge of Mexican 

pipelines and their requirements. The fact that we have a 

support centre in Mexico that assists NDT teams around 

the world testifies to this.”

González Arias goes on to explain how NDT’s inspection 

business with Pemex continues to increase: “Because 

Pemex is a public sector company, it is always looking 

for ways to bring more value into its contracts. One way 

Pemex found to do this was to increase the amount of 

work required by inspection companies in their contractual 

arrangements. This started with Pemex Gas and Pemex 

Refining, but has now spread to all subsidiaries of the 
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CFE DRIVES PRIVATE SECTOR 
GROWTH
“Outside investment in Mexican oil and gas projects 

currently stands at zero because of the state run monopoly 

in the industry, except for small areas like gas transportation, 

which is open to private investment,” explains Thomas 

Mueller-Gastell of Ritch Mueller, a law firm specialized in 

project financing. “The gas system as a whole requires a lot 

of investment, and this is something that is currently being 

made very clear by the Mexican authorities. CFE is one of 

the main drivers in this activity, as the country’s largest 

consumer of natural gas. In some ways, they have actively 

bypassed Pemex Gas in this regard, driven by their need for 

gas supply in remote regions. They have launched several 

tenders for such infrastructure, and carried them o� with 

great success. Additionally, LNG has taken o� in a big way 

and we have seen private investment first at Altamira, and 

later at Manzanillo and Costa Azul in Baja California.”

Mueller-Gastell believes that demand from the CFE has 

acted as a strong driver for foreign investment in the 

gas sector, as having the government at the end of the 

pipeline as the o�taker makes projects feasible financially 

and bankable. Important projects that have already 

been awarded include the Chihuahua pipeline, whose 

construction work is supposed to be finished in mid-2013 

and the Morelos pipeline, where first phase commercial 

operations are planned to start in October 2012, with the 

Spanish company Elecnor as the contract’s winner. There 

are further gas infrastructure projects in the pipeline, like the 

Los Ramones, the Northwest and the Zacatecas pipelines. 

Another project, The Manzanillo–Guadalajara pipeline, is 

already completed and the pipeline provides gas to the 

CFE’s Manzanillo I plant. Projects recently awarded include 

the US$500 million, 235km expansion that TransCanada will 

be adding to its Tamazunchale pipeline, and the US$500 

million Chihuahua Corridor pipeline to be built and operated 

by Fermaca. All of these projects show the appetite for 

investment in the oil and gas industry, and the potential for 

growing activity such as this, but also the fact that it is the 

CFE and not Pemex Gas that is driving these projects.

Héctor Moreira Rodríguez, one of the professional members 

of the Pemex board, explains that the new model for 

developing pipelines overcomes the vicious circle of supply 

and demand, which had previously stalled the building of 

pipeline infrastructure because of the need to have both 

customers and supply at the same time, by distributing 

costs between all stakeholders. He believes that if possible, 

the NOC should stay out of pipeline activity altogether, 

including eventually owning and operating the gas pipeline 

network: “Pemex needs to be run more as a business, and 

there are better places where their money could be spent 

than in pipelines, from upgrading refineries to increasing 

exploration and production. The pipeline business can be 

left to companies other than Pemex.”

“IN THE PIPELINE SEGMENT, PEMEX IS ACTUALLY VERY UP-TO-DATE IN TERMS OF 

TECHNOLOGY, AND HAS BEEN FOR THE LAST 25-30 YEARS”
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environment is very favourable, not only because of 

Pemex’s investment, but also because of the opening of 

the multiple service contracts as well as mature fields that 

allow us to do business with a larger amount of companies.”

Under the five-year service agreement signed in January 

2012, the project will include equipment designed, 

fabricated and installed by Exterran including systems 

for dewpoint control, with further processes designed 

to remove liquids from the natural gas stream to meet 

Pemex’s specifications. The expected total volume of the 

three processing plants is more than 650 Mcf of natural 

gas per day. Between 60%-70% of the equipment that 

the company needs has already been manufactured and 

a large majority came directly from the United States. 

The project will utilize more than 20,000 horsepower of 

idle compression equipment primarily from Exterran’s 

North American fleet. In addition, Exterran has also 

contacted several subcontractors in Veracruz  to 

engineer, procure and construct the balance of plant 

components required. 99% of the sta� will be local and 

they are already undergoing intense training. 

“We have brought nearly US$200 million in assets into 

the country and we are very proud of our safety track 

record in Mexico,” Abreu Blanco says. “About 97% of our 

employees are local. We are honored to be here and to 

have support as we continue on our journey, and support 

in what we believe will become the first or second 

largest growing area for service companies in all of  

Latin America.”

For Mexico’s natural gas industry, the promise of a bright 

future lies within reach. In the words of Jordy Herrera Flores, 

Energy Minister, “developing gas production is urgent” and 

expanding Mexico’s shale natural gas industry could attract 

a US$7-10 billion annual investment. For this to happen, 

Mexico first has to boost its available infrastructure. In 

line with this reasoning, Pemex awarded Exterran a five-

year contract to provide gas conditioning, treating and 

compression systems. It was Exterran’s greatest deal by 

capacity in Mexico, and the company expects to get going 

in the second quarter of 2012. According to CEO Brad 

Chiders in a press release, “Exterran was selected because 

of its track record in Mexico and its ability to provide a 

total integrated solution while quickly supplying the  

equipment required.”

Exterran has been rapidly expanding throughout Latin 

America in the last decade, operating in Argentina, 

Brazil, Bolivia, Chile, Colombia, Peru, Venezuela and 

Mexico. The company will build, own and operate three 

gas conditioning plants in the state of Veracruz and their 

recently-awarded Pemex contract will be its fifth contract  

of this nature. The other four contracts are in the Nejo 

Block in the Burgos Basin.

“Exterran’s main objective is to provide all the services 

required by customers in very short periods of time. For 

example, we were able to double the capacity of our Nejo 

facility from a 45 Mcf/day to 90 Mcf/day in only 18 weeks 

three years ago,” Jorge Abreu Blanco, Director General at 

Exterran México, says. “The strategy that we apply involves 

maintaining equipment in our fleet that will accommodate 

the demands of our customers and allow us to respond 

to their needs as quickly as possible. What di�erentiates 

Exterran from our competitors is the way we manage our 

strategic assets and how readily available they are for  

our customers.” 

As the year progresses, Pemex is looking to invest time 

and resources in determining the size of the country’s 

natural gas fields and the potential reserves that could 

help Mexico become energy independent in the coming 

years. It is clear that Exterran intends to be a part  

of this development and is already sketching out  

long-term plans, including construction of three  

o�shore compressors. 

“Mexico has always been an important client for Exterran 

and our latest contract with Pemex reemphasizes the 

interest and the leadership of our team in the country,” 

Abreu Blanco says. “As of today, our business in Mexico 

has grown by 70% in the last five years. The business 

GAS CONDITIONING, TREATMENT 
AND COMPRESSION

Jorge Abreu Blanco, General Manager of Exterran México

TECHNOLOGY SPOTLIGHT 

Environmental, safety and economic issues have created 

a consistent need for e�ective leak detection solutions, 

one of which is LeakNet. “We chose LeakNet because it 

uses conventional instruments for the oil industry,” says 

Gustavo Pastrana Ángeles, Director General of SITEPP. 

“In leak detection, you have fibre optic, ultrasonic, and 

software solutions that understand how the pipeline works 

and if something is wrong, they can assume where the leak 

is. But the LeakNet technology is very simple. A pressure 

detector and flow meter on each side of a pipeline are set 

up to detect potential leaks. The technology limit as tested 

here in Mexico is 120km, which is very long. It’s a very 

simple principle and the technology is patented.”

LeakNet provides automatic leak detection in both flowing 

and static conditions, and can be used for gas, liquid and 

multiphase pipelines and storage tanks. It incorporates two 

leak detection methods into one o�-the-shelf package: 

Pressure Point Analysis (PPA) and MassPack. 

PPA detects leaks from holes as small as 1.6mm, and leak 

rates of less than 0.1% of flow, using data taken from a 

single measurement point. Additional points improve 

performance, but are not necessary for the technique to 

work. Based on research into the behaviour of energy 

and momentum balance on a pipeline before and after 

a leak occurs, PPA works by analysing pressure and 

velocity measurements. 

MassPack is a mass balance system that incorporates 

dynamic correction for changes in line pack. The flow 

through a protected segment of a pipeline is monitored, 

AUTOMATIC LEAK DETECTION SYSTEM
and once per minute the mass flow error is computed and 

accumulated. When the accumulated error indicates fluid 

is being lost, an alert is sent to the pipeline operator. The 

system works on the principle that pressure changes a�ect 

the quantity of fluid packed into the line. Pressure at each 

end of the protected segment of the pipeline is monitored 

and used to compute what changes in pressure have 

occurred between the beginning and end of the segment. 

Both MassPack and PPA can be used individually for leak 

detection, but deliver more accurate results when applied 

in tandem. 

Each LeakNet system incorporates an intelligent alarm 

processor called SmartPoint. This system allows companies 

to build alarm systems according to their needs, from fast 

and fail-safe alarm schemes to conservative, false-alarm-

free schemes. Taking data from both MassPack and PPA 

systems, the SmartPoint alarm system is set up to alert 

the operator once a certain number of conditions have  

been reached. 

As Pastrana Ángeles explains, “LeakNet is the most-used 

positioning system in the world. It’s working for every 

American company in the oil industry and it’s what the 

US government chooses for the strategic reserves, the 

Air Force and for very tough industries. It has been on 

the market for more than 35 years and it’s a very e�cient, 

proven, and simple technology.” The only issue in Mexico, 

continues Pastrana Ángeles, is finding a cost-e�cient 

communications system to connect the leak detection 

system to real-time monitoring stations.

“WHAT DIFFERENTIATES EXTERRAN 

FROM OUR COMPETITORS IS THE WAY 

WE MANAGE OUR STRATEGIC ASSETS 

AND HOW READILY AVAILABLE THEY 

ARE FOR OUR CUSTOMERS”

C-0018, Mexico Oil & Gas Review (2012)



308 309

environment is very favourable, not only because of 

Pemex’s investment, but also because of the opening of 

the multiple service contracts as well as mature fields that 

allow us to do business with a larger amount of companies.”

Under the five-year service agreement signed in January 

2012, the project will include equipment designed, 

fabricated and installed by Exterran including systems 

for dewpoint control, with further processes designed 

to remove liquids from the natural gas stream to meet 

Pemex’s specifications. The expected total volume of the 

three processing plants is more than 650 Mcf of natural 

gas per day. Between 60%-70% of the equipment that 

the company needs has already been manufactured and 

a large majority came directly from the United States. 

The project will utilize more than 20,000 horsepower of 

idle compression equipment primarily from Exterran’s 

North American fleet. In addition, Exterran has also 

contacted several subcontractors in Veracruz  to 

engineer, procure and construct the balance of plant 

components required. 99% of the sta� will be local and 

they are already undergoing intense training. 

“We have brought nearly US$200 million in assets into 

the country and we are very proud of our safety track 

record in Mexico,” Abreu Blanco says. “About 97% of our 

employees are local. We are honored to be here and to 

have support as we continue on our journey, and support 

in what we believe will become the first or second 

largest growing area for service companies in all of  

Latin America.”

For Mexico’s natural gas industry, the promise of a bright 

future lies within reach. In the words of Jordy Herrera Flores, 

Energy Minister, “developing gas production is urgent” and 

expanding Mexico’s shale natural gas industry could attract 

a US$7-10 billion annual investment. For this to happen, 

Mexico first has to boost its available infrastructure. In 

line with this reasoning, Pemex awarded Exterran a five-

year contract to provide gas conditioning, treating and 

compression systems. It was Exterran’s greatest deal by 

capacity in Mexico, and the company expects to get going 

in the second quarter of 2012. According to CEO Brad 

Chiders in a press release, “Exterran was selected because 

of its track record in Mexico and its ability to provide a 

total integrated solution while quickly supplying the  

equipment required.”

Exterran has been rapidly expanding throughout Latin 

America in the last decade, operating in Argentina, 

Brazil, Bolivia, Chile, Colombia, Peru, Venezuela and 

Mexico. The company will build, own and operate three 

gas conditioning plants in the state of Veracruz and their 

recently-awarded Pemex contract will be its fifth contract  

of this nature. The other four contracts are in the Nejo 

Block in the Burgos Basin.

“Exterran’s main objective is to provide all the services 

required by customers in very short periods of time. For 

example, we were able to double the capacity of our Nejo 

facility from a 45 Mcf/day to 90 Mcf/day in only 18 weeks 

three years ago,” Jorge Abreu Blanco, Director General at 

Exterran México, says. “The strategy that we apply involves 

maintaining equipment in our fleet that will accommodate 

the demands of our customers and allow us to respond 

to their needs as quickly as possible. What di�erentiates 

Exterran from our competitors is the way we manage our 

strategic assets and how readily available they are for  

our customers.” 

As the year progresses, Pemex is looking to invest time 

and resources in determining the size of the country’s 
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has grown by 70% in the last five years. The business 
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Environmental, safety and economic issues have created 

a consistent need for e�ective leak detection solutions, 

one of which is LeakNet. “We chose LeakNet because it 

uses conventional instruments for the oil industry,” says 
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detector and flow meter on each side of a pipeline are set 

up to detect potential leaks. The technology limit as tested 

here in Mexico is 120km, which is very long. It’s a very 

simple principle and the technology is patented.”

LeakNet provides automatic leak detection in both flowing 

and static conditions, and can be used for gas, liquid and 

multiphase pipelines and storage tanks. It incorporates two 

leak detection methods into one o�-the-shelf package: 
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single measurement point. Additional points improve 
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MassPack is a mass balance system that incorporates 

dynamic correction for changes in line pack. The flow 
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AUTOMATIC LEAK DETECTION SYSTEM
and once per minute the mass flow error is computed and 

accumulated. When the accumulated error indicates fluid 

is being lost, an alert is sent to the pipeline operator. The 

system works on the principle that pressure changes a�ect 

the quantity of fluid packed into the line. Pressure at each 

end of the protected segment of the pipeline is monitored 

and used to compute what changes in pressure have 

occurred between the beginning and end of the segment. 

Both MassPack and PPA can be used individually for leak 

detection, but deliver more accurate results when applied 

in tandem. 

Each LeakNet system incorporates an intelligent alarm 

processor called SmartPoint. This system allows companies 

to build alarm systems according to their needs, from fast 

and fail-safe alarm schemes to conservative, false-alarm-

free schemes. Taking data from both MassPack and PPA 

systems, the SmartPoint alarm system is set up to alert 

the operator once a certain number of conditions have  

been reached. 

As Pastrana Ángeles explains, “LeakNet is the most-used 

positioning system in the world. It’s working for every 

American company in the oil industry and it’s what the 

US government chooses for the strategic reserves, the 

Air Force and for very tough industries. It has been on 

the market for more than 35 years and it’s a very e�cient, 

proven, and simple technology.” The only issue in Mexico, 

continues Pastrana Ángeles, is finding a cost-e�cient 

communications system to connect the leak detection 

system to real-time monitoring stations.

“WHAT DIFFERENTIATES EXTERRAN 

FROM OUR COMPETITORS IS THE WAY 

WE MANAGE OUR STRATEGIC ASSETS 

AND HOW READILY AVAILABLE THEY 

ARE FOR OUR CUSTOMERS”
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other attributes of the provider into account, in which the 

service and quality records are becoming more important 

factors in the final decision to choose the winner,” says 

Villarreal Ochoa. Tubería Laguna has approached this 

challenge by developing proprietary production processes 

that help to lower production costs, while simultaneously 

increasing overall revenue through increasing international 

sales. “With globalization, quality requirements have 

increased and margins have been reduced considerably. 

We have to be more competitive, more e�cient and more 

e�ective in terms of production and price in order to reach 

distant markets.”

Tubería Laguna was the third in the world to receive the 

API certificate for pipelines and recently, in 2011, to be 

one of the 30 businesses selected in Mexico as a Shell 

global supplier. Villarreal Ochoa says that the company 

was selected “because of our expertise, our experience 

in oil and gas manufacturing, our experience in exporting 

our products to oil and gas projects abroad and also our 

commitment to quality and our technical procedures. 

These are all things that Shell looks for in its tenders.” It 

will also be easier for Tubería Laguna to work with other 

major oil companies worldwide, as soon as they are fully 

approved by Shell, Villarreal Ochoa believes.

When asked about the current quality certifications needed 

for supplying Pemex with pipeline, Mario Villarreal Ochoa, 

General Director of Tubería Laguna, a Mexican pipeline 

manufacturer, says that “Pemex has an internal standard 

for pipelines (NRF-001) that regulates the pipeline’s 

quality and is based on international API standards, only 

that it is even stricter than API standards, as there is less 

tolerance regarding each aspect and there are additional 

very strict quality tests. In general, the international 

products in the distributors’ inventories don’t comply with 

these standards, since the pipeline basically has to be 

manufactured especially under Pemex standards.” 

One of the challenges of operating a pipeline 

manufacturing business for the Mexican market is the 

specific challenge created by the nature of much of the oil 

in Mexico, which has a particularly high sulphur content. 

This leads to pipeline corrosion, and as a result, Pemex has 

strict quality controls on the steel used in the fabrication 

of its oil pipelines.

Tubería Laguna specializes in manufacturing electric 

resistance welded (ERW) carbon steel pipes and at the 

moment, Pemex does not allow the use of ERW pipes for 

drilling. It is for this reason that one of the most pressing 

issues faced by the company involves finding a way to open 

up this market in Mexico which could involve negotiation 

of the existing regulations with Pemex in order to extend 

the range of available products.

Given the pipe specifications in the Mexican energy market, 

creativity is required in project tenders to bring both low 

price and high quality to pipelines. Villarreal Ochoa says 

that in tenders Pemex generally asks companies to provide 

both a technical o�er and a price o�er. First, the NOC will 

check that a company meets all technical specifications 

of the tender, and the company that meets the minimum 

quality requirements and o�ers the lowest price will win 

the contract. “Recently, Pemex started considering taking 

QUALITY FOCUSED PIPE 
MANUFACTURING  

Mario Villarreal Ochoa, Director General of Tubería Laguna
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energy and water industries. The company’s sales channels 

in the US come from alliances with major American pipe 

distributors. Laguna Tubular Products, the company’s US 

arm, is also a regular member of the National Association 

of Steel Pipe Distributors (NASPD) in the US.

One of the major advantages of having production 

facilities located in Mexico is the fact that the company 

can keep production costs relatively low while maintaining 

quick turnaround times in the US market. The company 

keeps a good supply of alloy hot rolled band ready to 

convert to select green tube sizes while Laguna Tubular 

Products, Houston, maintains demand proportionate levels 

of green tube and finished OCTG. Upgradeable J-55 Green 

Tube is ready to convert to N80, L80, or HCP-110 products 

to service the Gulf coast & Canadian markets.

The cost-market analysis proves that exporting from 

Mexico, at the moment, is the right choice for Tubería 

Laguna but according to Mario Villareal Ochoa, Director 

General of the company, “the possibility of initiating pipe 

manufacturing outside of the country in a near future has 

not been eliminated.

“The market dynamic doesn’t allow you to be left out and 

it forces you to improve, to invest and to keep growing. 

This keeps us motivated to continue the search for new 

opportunities.” Currently, there are not many Mexican 

companies that manufacture in the United States and with 

this in mind, Villareal Ochoa explains the business model 

for the Mexican company: “We have recently been looking 

at companies that do joint ventures, in which the pipeline 

is manufactured and the American company provides 

the necessary finishing for the American market. In our 

strategy as a group, we have decided to vertically integrate 

this manufacturing and commercial process with the same 

work philosophy that allows us to make quick decisions to 

adjust to the constant market changes.”

Due to a growth in global energy demand, the pipeline 

industry has been booming in recent years, and companies 

involved in manufacturing oil country tubular goods 

(OCTG) have been profiting as a result. OCTG products 

include three types of seamless tubes: drillpipe tubes, 

which rotate the drillbit and circulate drilling fluid in the 

well; casing pipe, used to line the hole; and tubing, through 

which oil or gas is transported from the well.

Taking advantage of the growing market for OCTG 

products in the US, Mexican pipe manufacturer Tubería 

Laguna founded a subsidiary company in the US to focus 

on marketing high value OCTG products such as N80, 

L80, and HCP-110, fabricated from high-frequency electric 

resistance welded (ERW-HF) carbon steel pipe that are 

manufactured in Mexico for the US market, particularly for 

sour service oil and gas wells.

Tubería Laguna’s manufacturing plant in Gómez Palacio 

consists of two tube-producing mills, a coating plant 

(FBE, 3LPE and 3LPP) and a finishing plant dedicated 

specifically to the water market.  The manufacturing facility 

that Tubería Laguna uses to supply the US market uses the 

Thermatool high frequency automatic weld with a seam 

normalizing method, and as a result is one of the most 

advanced OCTG manufacturing plants in Latin America.

Most of the company’s quality inspectors are certified by 

the American Society for Nondestructive Testing (ASNTC1 

Level 1 and 2). Furthermore, the company’s OCTG products 

are inspected by external companies, such as Tubular 

Services Incorporated (TSI) in Houston, and are API 5CT, 

as well as ISO 9001:2008 certified.

Tubería Laguna’s most important exports go to the United 

States and Canada thanks to their large energy markets; 

nevertheless, the company still frequently exports products 

to Guatemala, Colombia, Peru and Venezuela for both the 
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which rotate the drillbit and circulate drilling fluid in the 
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which oil or gas is transported from the well.
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Laguna founded a subsidiary company in the US to focus 
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L80, and HCP-110, fabricated from high-frequency electric 
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normalizing method, and as a result is one of the most 

advanced OCTG manufacturing plants in Latin America.

Most of the company’s quality inspectors are certified by 

the American Society for Nondestructive Testing (ASNTC1 
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are inspected by external companies, such as Tubular 

Services Incorporated (TSI) in Houston, and are API 5CT, 

as well as ISO 9001:2008 certified.

Tubería Laguna’s most important exports go to the United 

States and Canada thanks to their large energy markets; 

nevertheless, the company still frequently exports products 

to Guatemala, Colombia, Peru and Venezuela for both the 

MEXICAN TECHNOLOGY MADE IN THE USA

raw material 
warehouse

uncoiler for 
leveler

cut o� and 
squaring of 

steel coil

edge 
trimming

cold 
forming

high 
frequency 
resistance 
welding

strippers

visual and 
ultrasonic 
inspection

induction
 heating

cooling at 
ambient 

temperature

water 
cooling

sizing and 
straightening 

rolls

flying cut 
o�

identification 
and visual 
inspection

cutting of 
samples for 

flattening test

flattening 
testing

bevelling

weighing 
and length 

measurement

hydrostatic 
test

TUBERIA LAGUNA PIPE MANUFACTURING PROCESS

Source: Tubería Laguna

C-0018, Mexico Oil & Gas Review (2012)



312 313

development of the company since its foundation 60 

years ago. TenarisTamsa hopes the plant will enhance its 

industrial capabilities and improve the response time to its 

customers, while the increase in production capacity will 

provide improved support for current oil and gas projects 

in Mexico and overseas. It is estimated that the new facility 

will generate 622 direct and 3,000 indirect jobs.

According to the company, building this facility in Mexico 

was not a small decision to make. The answer to the 

question of why Tenaris decided to start a project in 

Mexico in the middle of a critical moment for the global 

economy lies in one factor: the confidence in the country 

and its people. The Techint Group believes that Mexico has 

the strength and determination to overcome adversity and 

ensure the institutional stability required by projects of 

this size, as well as by other projects in di�erent sectors, 

which include oil and gas processing, infrastructure, steel 

production and procurement. 

Constant investment

Today, Mexico is a key location in Tenaris’ global operations 

network. The steady growth of TenarisTamsa in the 

last ten years has made the transition from a steel pipe 

production facility towards an industrial centre possible. 

Representative of this development are the research and 

development centre, the automotive components centre, 

the third heat treatment line, and the new coupling shop. 

Alongside the new rolling mill, TenarisTamsa recently 

went into overdrive and invested in other facilities, like the 

sucker rods plant (US$35 million), the OCTG accessories 

facility (US$14 million) and the new TenarisUniversity 

building that opened its doors in 2010 (US$14 million). 

TenarisUniversity is the corporate university for Tenaris’ 

personnel that o�ers training both on a theoretical and 

practical level.

Tenaris, a company that belongs to the Techint group, is a 

tube supplier and also provides related services to the oil and 

gas industry around the globe. TenarisTamsa is its industrial 

centre in Mexico, based in the State of Veracruz. From this 

location, the company produces seamless steel tubes and 

o�ers services for di�erent segments of the oil and gas 

industry, including refining, exploration and production. 

In the middle of the economic crisis that compromised the 

global financial stability in 2008, Paolo Rocca, Tenaris CEO 

and Techint President, presented a large-scale investment 

plan, totalling US$1.6 billion, to the Mexican government to 

be deployed in Veracruz in the following years. 

The first stage of the plan (US$850 million) involved the 

construction of a new rolling mill, completed in 25 months 

with the help of more than 3,500 workers at the peak of 

construction, mostly Mexicans. Its first rolled pipe was 

produced on November 19th 2010. 

The facility has a production rate of 450,000 tonnes of 

seamless pipe per year, with diameters from 6.03cm to 

17.7cm. The incorporation of a premium quality finishing 

technology constitutes an advance in steel pipe production 

by using three rolls instead of two, allowing a better superficial 

quality and enhancing the mechanical properties of pipe. The 

complex also includes new lines of finishing, threading and 

heat treatment in order to diversify the products that can be 

o�ered to TenarisTamsa’s customers.

The plant was constructed following the standards of the 

United States Green Building Council (USGBC), concerning 

water consumption, electricity, the use of natural gas, the 

conservation of soil and fumes processing, aiming to be the first 

heavy industry to be recognized with the LEED (Leadership in 

Energy and Environmental Design) certification. 

The construction of this new rolling mill at TenarisTamsa 

is one of the most important chapters in the industrial 

LARGE-SCALE ROLLING MILL 
INVESTMENT IN VERACRUZ
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Many industry commentators believe that if Pemex wants to achieve the strategic objectives it 

has set for itself, it will need to work with international partners. This was made easier by the 

2008 Energy Reform, which allowed international partners to do business with Pemex and be 

rewarded based on their performance.

However, there is inertia in the industry where international cooperation is concerned; some still 

speak of international companies as the enemy, and feel that Pemex should be doing everything 

on its own. This chapter aims to show that this is not the only opinion in the industry, and also 

that there are many people around the world that are interested in partnering in Mexico.

12

C-0018, Mexico Oil & Gas Review (2012)



314 315

IN
T

E
R

N
A

T
IO

N
A

L 
PA

R
T

N
E

R
S

Many industry commentators believe that if Pemex wants to achieve the strategic objectives it 

has set for itself, it will need to work with international partners. This was made easier by the 

2008 Energy Reform, which allowed international partners to do business with Pemex and be 

rewarded based on their performance.

However, there is inertia in the industry where international cooperation is concerned; some still 

speak of international companies as the enemy, and feel that Pemex should be doing everything 

on its own. This chapter aims to show that this is not the only opinion in the industry, and also 

that there are many people around the world that are interested in partnering in Mexico.

12

C-0018, Mexico Oil & Gas Review (2012)



Mexico for the first time. He believes that the alliance model 

will be the best one to follow for a successful development 

of the industry. “The new business model will allow the 

national private sector to associate with mid-sized and 

large foreign companies in order to multiply talents and 

lend their services under a united front to those private 

developers that currently hold ownership of the oilfields,” 

he says. “This is the core of success of this reform that 

maybe wasn’t foreseeable, but the circumstances will 

facilitate the development of a new business model – 

not for the field developer, but for the hundreds of both 

national and foreign small, medium and large companies. 

The message we want to convey to the market is that the 

best way to do business in this industry under the new 

business model is by means of alliances.”

However, this desire for cooperation is not one that is shared 

by all members of the Mexican oil and gas community. 

Domínguez Vargas of the AIPM says frankly that “we 

are trying to be more open to the idea of international 

cooperation, but not all of our members agree with it. 

Some of our members have strong ties to history. Many 

of our members, some of them already retired, are against 

the integrated service contracts because they think that 

Pemex can do everything by itself, but I don’t think that’s 

the case.”

technology to the Mexican oil and gas industry, by 

focusing on alliances with academic institutions in other 

oil and gas producing countries. Gustavo Hernández 

García, President of the CIPM, explains that the institution 

has conducted a programme of visits to di�erent 

institutions around the world, to raise awareness of the 

current technical and technological challenges that Pemex 

is currently facing, and those that they expect to face in 

the future, and identify potential areas of cooperation. 

“We have a very close relationship with the people in the 

area of technology and technical resources within Pemex, 

and with other associations. We are working with them 

in order to align the technological and technical needs 

that Pemex has with the o�ers and programmes for the 

professional development of the engineers currently 

enrolled in Pemex, IMP or CNH to propose them updated 

programmes of professional development aligned with 

the needs of the industry.”

It is not only institutions that are hoping to encourage the 

cooperation between Mexican and foreign companies and 

research institutions, but also consultancies like BC Legal 

Consulting, based in Veracruz. Managing Partner of the 

firm Carlos Campos Echeverría explains that the newly 

introduced integrated service contracts have the potential 

to act as a magnet for new companies looking to enter 

cooperation in the Mexican oil and gas industry, and that 

are taking steps to address the situation and attract foreign 

partners to Mexico. Amespac is an association dedicated 

to boosting national involvement in the Mexican oil and 

gas industry, but its Director, Eduardo Andrade Iturribarría, 

understands that national involvement does not just mean 

local companies, but also international companies that 

can establish a large presence in the Mexican market. As 

a result, the association also has international companies 

among its members. Amespac hopes that it can serve as 

a platform to help all types of companies develop their 

relationships with Pemex and other suppliers and service 

providers, and when needed, using the sway of larger 

companies to help the development of the Mexican service 

sector as a whole.

Domínguez Vargas of the AIPM believes that one of the 

best methods for bringing international technology to 

Mexico is through partnerships between foreign and 

domestic service companies. “Alliances can be good 

models for companies that enter foreign markets,” he 

says. “These companies can then make arrangements 

to bring in technology, whilst maintaining an element of 

national content, in order for Mexicans to play a part in the 

development of their industry, but also to teach them how 

to use the new technology and gain the knowledge that is 

required for the development of the industry. This is not 

something that is currently within the reach of the AIPM, 

but it is something that has been done by Pemex and 

the IMP, with support from the CNH.” Indeed, technology 

cooperation with international partners is one of the 

stated aims of the IMP, Pemex’s R&D arm. 

The Colegio de Ingenieros Petroleros de México (Mexican 

College of Petroleum Engineers – CIPM), an institution 

mandated by the Mexican Constitution to ensure best 

practices in Mexican petroleum engineering, has also 

embarked upon a programme to bring international 

“Mexico has to be more open to the idea of having more 

companies from abroad, whether they are Canadian, 

American, South American or European, because 

Pemex just has too many things to do,” says Guillermo 

Domínguez Vargas, Commissioner at the CNH and 

President of the Asociación de Ingenieros Petroleros de 

México (Mexican Association of Petroleum Engineers - 

AIPM). Many in the Mexican oil and gas industry agree with 

this opinion. Carlos Campos Echeverría, Managing Partner 

of BC Legal Consulting, is of the opinion that the years 

of monopoly in Mexico’s oil and gas industry have been 

the largest contributing factor to the lack of cooperation 

and development between the international oil and gas 

community and the Mexican sector. “We never created a 

national oil industry, because it was always just Pemex,” 

Campos Echeverría says. “Up until a few years ago, Pemex 

did everything; it drilled, manufactured pipelines, handled 

compression; it managed the entire process by itself. As a 

result, we never developed technology as other countries 

like Brazil did.”

As Pemex approaches technological challenges at its 

maturing fields and moves into new areas, the need for 

international cooperation becomes even more important, 

as without access to technology, exploiting deepwater 

and shale reserves will be a tricky prospect for the 

Mexican NOC. Domínguez Vargas of the AIPM says that 

the question of where Mexico needs technology most is 

an easy one to answer: “Deepwater is definitely the area 

where Pemex needs the most help from international 

partners. The NOC does have a little bit of knowledge 

in this area, but they will also need technology in 

mature fields and shale gas, as well as in enhanced oil 

recovery, not just in mature fields but also in fields like  

Ku-Maloob-Zaap.”

There are a number of di�erent companies and associations 

that have recognized this need for international 
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One of the companies commonly used as a success story in the Mexican oil and gas industry in terms of its strength of 

building international partnerships is Grupo Diavaz. Founded in 1973 as a diving company o�ering maintenance services to 

the burgeoning oil and gas industry, Grupo Diavaz now operates in many di�erent areas, from marine operations and o�shore 

services to exploration and production activities, and the distribution of natural gas. International cooperation through joint 

ventures with renowned companies such as Sinopec International Petroleum Services Corporation, Teikoku Oil, Petrobras, and 

Fugro has played an important role in its growth and technological advancement. Eduardo Andrade Iturribarría of Amespac 

says that: “I see Grupo Diavaz as a company that has gone outside of Mexico to do something, trying to acquire the knowledge 

necessary to succeed here.” This sentiment is echoed by Domínguez Vargas of the AIPM, who says, “The only company I know 

that has been very successful in terms of international cooperation is Grupo Diavaz. Diavaz is a Mexican company that has done 

very well to associate itself with foreign companies and investors.” Domínguez Vargas puts this success down to the fact that 

the owners of the group have a long history in the Mexican oil and gas industry, and have assembled a team that has correctly 

identified the technological challenges and niches where Pemex needed to bring in technology from outside Mexico. 

MODEL FOR INTERNATIONAL COOPERATION
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ASSOCIATION OF MEXICAN PETROLEUM ENGINEERS (AIPM) MEXICAN ASSOCIATION OF PETROLEUM SERVICES COMPANIES 
(AMESPAC)

MEXICAN PETROLEUM CONGRESS 2012

The AIPM is an association that brings together petroleum engineers with related branches, dedicated to the di�erent 

specialties of the petroleum industry. The association currently consists of around 3,500 members, grouped in 10 locations, 

according to the oil producing areas of the country: Reynosa, Tampico, Monterrey, Poza Rica, Veracruz, Mexico City, 

Coatzacoalcos, Villahermosa, Ciudad del Carmen and Comalcalco.

Each of the location-based delegations organizes monthly technical seminars, and additionally, a national congress is held 

in coordination with other earth science associations, attended by personalities from the energy sector as well as federal 

and state government o�cials. The AIPM also contributes to training and retraining of its members through various courses, 

certifications and workshops, taught by well-respected academics from the National Autonomous University of Mexico 

(UNAM) and the National Polytechnic Institute (IPM).

In order to encourage and recognize professional engineers who are members of the AIPM, the association provides awards 

for the professional development of its members, as well as scholarships to students showing academic excellence in degrees 

related to petroleum engineering.  

Amespac was founded in 2009 to act as the counterpart of Pemex in order to facilitate the participation of its member 

companies: Mexican and international suppliers and service providers in the areas of exploration, production, refining, 

processing, transportation, storage and distribution of hydrocarbons. Amespac also cooperates with government agencies, 

regulatory agencies and academic institutions to introduce international best practices and enhance the competitiveness of 

the Mexican hydrocarbons industry.

To increase local content in the industry, and to optimize quality and competitiveness of goods and services supplied by 

its member companies, Amespac cooperates with its partners to push for policy making that supports these objectives. 

In addition to encouraging an entrepreneurial culture, supporting the development of an attractive investment climate, 

and participating in establishing regulations and politics to expedite projects, Amespac facilitates cooperation between its 

member companies, sector specialists, research institutions and academia in order to accelerate technological advancement. 

The association also promotes the standardization of quality services and products provided by its partners through a 

certification process. 

The CIPM was founded in 1973 with the objective to group together the professionals of Mexico’s oil engineering field and to 

promote the progress and strengthening of the industry and to encourage the best use of the country’s hydrocarbon reserves. 

This association is comprised of 1,748 professional members that belong to the Mexico City headquarters and to eight 

divisions that operate in the main oil and gas hubs of the country: Reynosa, Tampico, Poza Rica, Veracruz, Coatzacoalcos, 

Villahermosa, Dos Bocas and Ciudad del Carmen. 

CIPM works closely with and serves an advisor to the Energy Ministry, Pemex, the Mexican Petroleum Institute (IMP) and 

several universities such as the National Autonomous University of Mexico (UNAM) and the National Polytechnic Institute 

(IPN). It is the only institution authorized to integrate the lists of petroleum engineering professional experts and register 

it under the Directorate General of Professions. As part of its mission, the association encourages the entry of petroleum 

engineers into the labour market and attempts to help its members fill the vacancies in strategic areas in the oil industry that 

require professional knowledge. 

This year’s annual Petroleum Congress will be held in Mexico City from September 9th to 13th at the Centro Banamex. The 

congress is organized by the Association of Mexican Petroleum Engineers (AIPM) in conjunction with the other professional 

associations representing the Mexican petroleum industry: the College of Mexican Petroleum Engineers (CIPM), the Mexican 

Association of Petroleum Geologists (AMGP), the Mexico division of the Society of Petroleum Engineers (SPE), and the 

Mexican Association of Exploration Geophysicists (AMGE). For 2012, the o�cial slogan of the Mexican Petroleum Congress 

is “Contribute to the progress of Mexico through the exhibition of petroleum technology”.

Throughout the conference’s technical programme, more than 150 technical papers will be presented and 80 poster sessions will 

be conducted. The main areas of focus for knowledge and technology exchange include field development and optimization, 

production systems, commercialization of hydrocarbons, reservoir management, well intervention, geophysics, geology and safety. 

The industrial exhibit will be composed of nearly 500 national and international companies and suppliers distributed throughout 

a thousand stands that will be placed in four exhibit rooms in the convention centre. Based on the success of past events, the 

Petroleum Congress expects at least 5,000 delegates to attend this event that will include a high quality technical programme. 

CONTACT INFORMATION:

PRESIDENT: Guillermo Domínguez Vargas

LOCATION: Mexico City, Mexico

PHONE: +52 55 5260 2244

WEBSITE: www.aipmac.org.mx

CONTACT INFORMATION:

PRESIDENT: Luís Ferrán Arroyo

LOCATION: Mexico City, Mexico

PHONE: +55 5543 5426

WEBSITE: www.amespac.org.mx

CONTACT INFORMATION:

PRESIDENT: Gustavo Hernández García

LOCATION: Mexico City, Mexico

PHONE: +52 55 5260 6848

WEBSITE: www.cipm.org.mx

CONTACT INFORMATION:

PRESIDENT: Carlos Morales Gil

LOCATION: Mexico City, Mexico

PHONE: +52 55 5559 6169

WEBSITE: www.congresomexicanodelpetroleo.com.mx
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has almost doubled since 1980. Our oil reserves total 175 

billion barrels, of which 169 billion barrels can be recovered 

from the oil sands using today’s technology. According to 

the December 2011 Oil & Gas Journal, we are ranked third 

in oil reserves behind Saudi Arabia and Venezuela. 

As an industry, our challenge is getting access to these 

remaining reserves. Often they exist in remote locations, 

which can mean harsh environments for our workers, 

technically complex and expensive methods of production, 

and environmental challenges.

Canada has approximately 6 billion barrels of oil located 

outside the oil sands. These can be found primarily in 

Alberta, Saskatchewan and o�shore Newfoundland  

and Labrador.

Q: How does Canada’s natural gas industry currently stand?

A: Canada is also home to a large amount of natural gas, 

particularly in British Columbia and Alberta. The easier-to-

produce sources of natural gas are in decline, so our industry 

is starting to work in areas that were once considered too 

di�cult to produce. These include shale gas, tight gas, 

coal bed methane and o�shore gas and we are increasing 

exploration and development in Northern Canada.

Canada is now estimated to have between 700 Tcf and 

1,300 Tcf of natural gas resources. Given current domestic 

natural gas consumption, that is enough resources for 

more than a hundred years.

Natural gas development is expected to contribute about 

US$1.32 trillion to Canadian GDP over the next 25 years 

– an average of US$52.7 billion per year. The natural gas 

sector is expected to provide 317,000 jobs (direct, indirect 

and induced) across Canada by 2035.  This is almost 

double the 172,000 natural gas jobs in 2010. During that 

time period natural gas employees will earn US$343 billion. 

Canada, with less than 1% of the world’s population, 

produces 2% of GHG emissions.  Natural gas, the cleanest 

burning hydrocarbon, can be used in a variety of ways 

to help reduce Canada’s GHG emissions, including in the 

transportation and electricity generation sectors. 

Q: Could you briefly explain Canada’s current reserves 

situation?

A: Canada has proven reserves of crude oil equaling 175 

billion barrels. Canadian natural gas has a resource potential 

of 700 Tcf. These resources are found in the country’s 

seven major sedimentary basins. The primary petroleum-

producing sedimentary basin is the Western Canada 

Sedimentary Basin (WCSB). There are also producing 

basins in southern Ontario, o�shore Newfoundland, and 

the Scotian Shelf. Potential reserves are also located in 

Northern Canada, where an estimated 30% of Canada’s 

conventional oil resources are located. Canada’s oil sands 

are found in three deposits – the Athabasca, Peace River 

and Cold Lake deposits in Alberta.  The oil sands are at 

the surface near Fort McMurray, but deeper underground 

in other areas.

Our industry is the largest single private sector investor 

in the country, investing approximately US$54.7 billion 

in capital projects in 2011 alone, with an expected rise to 

US$55.7 billion in 2012. 

Q: What are the technological strengths of the Canadian oil 

and gas industry?

A: Canada has made significant investments in research, 

development, innovation and technology to support 

growing industry demand, specifically in the development 

of the oil sands. Crude oil (bitumen) can be produced from 

the oil sands in two ways, depending on the depth of the 

reservoir. When the oil sands are within 91m of the surface, 

mining technology is used to develop the resource. 

Below that depth, bitumen is produced by drilling wells 

and injecting steam to the deposit allowing it to flow to 

the surface, a process called Steam Assisted Gravity  

Drainage (SAGD).

Q: How would you describe Canada’s position in the global 

oil and gas industry?

A: Canada is the third largest producer of natural gas, the 

fifth largest energy producer and the sixth largest producer 

of crude oil in the world. The country has extensive oil and 

natural gas resources right across the country, active in 12 

of 13 provinces and territories. Canadian energy production 

UNITED STATES OF AMERICA
The United States is currently one of the most important players in the oil industry and the third largest oil producing country. 

In 2009, the US totalled 9.06 million bbl/day of total oil production and 5.63 million bbl/day of crude oil production. However, 

the country’s total oil production is only half of its consumption. In 2009, the US consumed 18.69 million bbl/day. In addition, 

the country’s proved oil reserves stand at approximately 20.7 billion barrels and it has a refining capacity of 17.67 million bbl/

day. With regard to natural gas production, the United States ranks in first place with a production of 21.58 Tcf in 2009. 

 

 2011, down from 60.3% in 2005

 

 Canada, 1.180 million bbl/day from Saudi Arabia, 

 and 1.113 million bbl/day from Mexico 

INDEPENDENT PETROLEUM ASSOCIATION 
OF AMERICA (IPAA)

PRESIDENT: Barry Russell

LOCATION: Washington DC, United States

PHONE: +1 202 857 4722

WEBSITE: www.ipaa.org

AMERICAN GAS ASSOCIATION (AGA)

PRESIDENT: Dave McCurdy

LOCATION: Washington DC, United States

PHONE: +1 202 824 7000

WEBSITE: www.aga.org

FACTS & FIGURES:

CANADIAN ASSOCIATION OF PETROLEUM PRODUCERS (CAPP)
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LOCATION: Alberta, Canada
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CANADA

FACTS & FIGURES:

The Canadian Association of Petroleum Producers (CAPP) represents companies, large and small, which explore for, develop 

and produce natural gas and crude oil throughout Canada.  CAPP’s member companies produce more than 90% of Canada’s 

natural gas and crude oil.  CAPP’s associate members provide a wide range of services that support the upstream crude oil 

and natural gas industry.  Together, CAPP’s members and associate members are an important part of a national industry with 

revenues of about US$100 billion a year. CAPP’s mission is to enhance the economic sustainability of the Canadian upstream 

petroleum industry in a safe and environmentally and socially responsible manner.

C-0018, Mexico Oil & Gas Review (2012)



320 321

| COUNTRY PROFILE

| COUNTRY PROFILE

MEXICAN 
CANADIAN ENERGY 
COOPERATION 
DAVID COLLYER
President of the Canadian Association of  
Petroleum Producers

| COUNTRY SPOTLIGHT

has almost doubled since 1980. Our oil reserves total 175 
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UNITED STATES OF AMERICA
The United States is currently one of the most important players in the oil industry and the third largest oil producing country. 

In 2009, the US totalled 9.06 million bbl/day of total oil production and 5.63 million bbl/day of crude oil production. However, 

the country’s total oil production is only half of its consumption. In 2009, the US consumed 18.69 million bbl/day. In addition, 

the country’s proved oil reserves stand at approximately 20.7 billion barrels and it has a refining capacity of 17.67 million bbl/

day. With regard to natural gas production, the United States ranks in first place with a production of 21.58 Tcf in 2009. 
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 Canada, 1.180 million bbl/day from Saudi Arabia, 

 and 1.113 million bbl/day from Mexico 
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INTEGRATED LATIN AMERICAN PETROLEUM ASSOCIATION (ALIP)
Established in 2009 in Colombia, ALIP is principally focused on achieving integration between Latin American countries, 

exchanging experiences in the hydrocarbon industry and strengthening the bonds between its member associations.  

Nine national oil and gas associations comprise the current membership of ALIP: from Argentina, the Union of Engineering 

Associations (UADI); from Bolivia, the Bolivian Engineering Society of Santa Cruz (SIB) and the College of Petroleum 

Engineers of Santa Cruz (CIP); from Brazil, RedePetro Bahía; from Colombia, the Colombian Association of Petroleum 

Engineers (ACIPET); from Costa Rica, the Federal Association of Engineers and Architects (CFIA); from Ecuador, the Regional 

Association of Geologists, Mining Engineers, Petroleum Engineers, and Environmental Engineers (CIGMYP); from Peru, the 

Peruvian Society of Engineers; from the Dominican Republic, the Dominican Society of Geologists (SODOGEO), and from 

Venezuela, the Venezuelan Society of Petroleum Engineers (SVIP).

Over the next few years, the association hopes to grow in membership and influence, and by 2015 aspires to be recognized 

as a strong organization that can contribute technical solutions and guide oil policy throughout Latin America.

INTEGRATED LATIN AMERICAN PETROLEUM ASSOCIATION (ALIP) 

PRESIDENT: Hernando Barrero Chaves

LOCATION: Bogotá, Colombia

PHONE: +571 641 1944

WEBSITE: www.alip.org

COLOMBIA
After years of the steady decline in its oil production rate, Colombia has recently seen a dramatic increase in the amount of 

oil being produced in the country, following a series of regulatory reforms designed to transform the upstream energy sector 

into an interesting place to invest for foreign companies. Ecopetrol, the national Colombian operator, was partially privatized 

as part of this ongoing e�ort to increase investment in the country’s oil and gas sector, and foreign companies are today 

able to own 100% stakes in oil ventures and compete against the NOC. An improving security situation has also aided the 

government in bringing in foreign capital. 

 

 industry increased from US$278 million in 2003 to 

 US$4.321 billion in 2011

FACTS & FIGURES:

322 323

BRAZIL
After the US and Canada, Brazil is the third largest energy consumer in the Western Hemisphere, and the ninth largest in the 

world. Due to rapid economic growth, the country has increased its energy consumption by around 30% in the last 10 years, 

but its energy production has also increased in line with this growth. Recent o�shore discoveries of pre-salt oil deposits have 

the potential to transform Brazil into one of the largest oil producers in the world. After Venezuela, Brazil has the largest 

proven oil reserves in South America, mainly located in the Campos and Santos basins. 

FACTS & FIGURES:

HYDROCARBON INDUSTRY ASSOCIATION OF ECUADOR (AIHE)

PRESIDENT: José Luís Ziritt

LOCATION: Quito, Ecuador

PHONE: +593 2 226 1270

WEBSITE: www.aihe.org.ec

ECUADOR
The first oil concession in Ecuador was granted to G. Mier & Co. in 1878. In 1911, Anglo Ecuadorian Oil Fields Co. drilled the 

first exploratory well that discovered the Ancon field in Santa Elena Peninsula, which has been producing for 100 years. In 

1967, Texaco-Gulf discovered the Lago Agrio field, the first important deposit in the northeast Amazon region. This discovery 

led to the country becoming an oil exporter in 1972 with the Trans-Ecuadorian Oil Pipeline System (SOTE). Ecuador is ranked 

32nd in world oil production with an average daily production of 500,234 bbl/day in 2011. At the end of 2012, a new bidding 

process for 21 exploration blocks located in the southeast Amazon region will be launched.

FACTS & FIGURES:

BRAZILIAN ASSOCIATION OF INDEPENDENT
OIL AND GAS PRODUCERS (ABPIP)

PRESIDENT: Alessandro Rodrigues Novaes

LOCATION: Rio de Janeiro, Brazil

PHONE: +55 21 2240 0350

WEBSITE: www.abpip.com.br

COLOMBIAN ASSOCIATION OF PETROLEUM 
ENGINEERS (ACIPET)

PRESIDENT: Hernando Barrero Chaves

LOCATION: Bogotá, Colombia 

PHONE: +57 1 641 1944 

WEBSITE: www.acipet.com

BRAZILIAN INSTITUTE OF PETROLEUM, GAS 
AND BIOFUELS (IBP)

PRESIDENT: Jõao Carlos De Luca

LOCATION: Rio de Janeiro, Brazil

PHONE: +55 21 2112 9000

WEBSITE: www.ibp.org.br

COLOMBIAN CHAMBER OF PETROLEUM GOODS  
AND SERVICES (CAMPETROL)

PRESIDENT: Hermes Aguirre Vargas

LOCATION: Bogotá, Colombia 

PHONE: +57 1 617 0204

WEBSITE: www.campetrol.org
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UNITED KINGDOM
Since 2005, the UK has been a net importer of oil and gas, following a drop in domestic production, despite fairly consistent 

consumption patterns over the last decade. Oil remains an important source of energy for the country, accounting for 37% 

of energy consumed. Gas is growing in importance, as previous generations of coal-fired power stations are replaced with 

gas-fired systems. However, the government is taking steps to ensure that energy demand continues to be met in the country, 

implementing measures such as enhanced recovery at mature British fields, cooperation with major producers like Norway, 

and large investments in renewable energy.

 

 the first time since 1967

INTERNATIONAL ASSOCIATION OF 
OIL & GAS PRODUCERS

EXECUTIVE DIRECTOR: Michel Engell-Jensen 

LOCATION: London, UK

PHONE: +44 20 7633 0272

WEBSITE: www.ogp.org.uk

FACTS & FIGURES:

RUSSIA
Russia is one of the world’s major exporters of oil and natural gas, and its economic growth over the last ten years has been 

heavily driven by its energy industry. As well as exporting, Russia relies heavily on its hydrocarbon production for domestic 

use – over half of the country’s energy needs are met by its natural gas production. Most of Russia’s oil and gas production 

comes from western Siberia, but increasingly, Russia’s operators are looking to the even more remote eastern Siberian region 

as a source of hydrocarbons. Also, the country has several o�shore operations, most notably the Sakhalin project, where 

Russia’s domestic oil and gas companies are working with majors like ExxonMobil, BP and Shell in some of the most di�cult 

production conditions on the planet.

 

 total gas production in 2011, down from 83% in 2008

FACTS & FIGURES:

UNION OF OIL & GAS PRODUCERS OF RUSSIA

CHAIRMAN: Yury Shafranik

LOCATION: Moscow, Russia

PHONE: +7 495 411 5333

WEBSITE: www.sngpr.ru

RUSSIAN OIL AND GAS EQUIPMENT  
PRODUCERS ASSOCIATION

CHAIRMAN: Nikolay Sapozhnikov

LOCATION: Moscow, Russia

PHONE: +7 495 972 2749

WEBSITE: www.derrick.ru

325324

NORWEGIAN OIL INDUSTRY ASSOCIATION (OLF)

DIRECTOR GENERAL: Gro Brækken

LOCATION: Sandnes, Norway

PHONE: +47 5184 6500

WEBSITE: www.olf.no

NORWAY
Norway has the largest oil and gas reserves of any European country, and as a result is the supplier of much of the oil 

and gas consumed in the continent. In 2010, the country was recorded as the second largest exporter of natural gas 

globally, after Russia. The oil and gas industry is understandably important for Norway financially. In 2010, crude oil, 

natural gas and pipeline transport services accounted for nearly 50% of the value of all of Norway’s exports, 21% of the 

country’s GDP, and 25% of government revenues. Although Norway’s oil production has now peaked, gas production is 

still on the rise.

FACTS & FIGURES:

ASSOCIATION OF SPANISH OIL PRODUCT OPERATORS (AOP)

SECRETARY GENERAL: Alvaro Mazarrasa Alvear

LOCATION: Madrid, Spain

PHONE: +34 91572 1005

WEBSITE: www.aop.es

SPAIN
With regard to its place in the global oil and gas industry, Spain is highly dependent on imports to meet its energy requirements 

since its domestic energy production is only able to meet 23% of the country’s total energy consumption. Since the 1980s, 

overall oil consumption in Spain has decreased considerably with oil’s share of total energy consumption decreasing from 77% 

in 1980 to 54% in 2002. However, energy consumption levels increased dramatically and in order to meet energy demands, 

the country has been making great investments in the renewable energy sector. 

FACTS & FIGURES:

OIL AND GAS UK

CO-CHAIRS: James Edens and Gordon Ballard

LOCATION: London, UK

PHONE: +44 20 7802 2400

WEBSITE: www.oilandgasuk.co.uk
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VENEZUELA
Venezuela nationalized its oil industry in the 1970s with the creation of Petroleos de Venezuela S.A. (PDVSA) but during the 

1990s the government took several steps to liberalize the petroleum sector. However, with the election of President Hugo 

Chavez in 1999, taxes and royalty rates on new and existing projects were raised and later on in 2009 and 2010, Venezuela 

nationalized oil field service firms and infrastructure in response to the firms’ failure to renegotiate their contracts. In 2011, 

Venezuela announced that the country’s proven oil reserves had surpassed those of Saudi Arabia, making them the largest 

crude oil reserves in the world at 296.5 billion barrels. Most of these reserves are located in the Orinoco Belt in the central 

region of the country.

CÁMARA PETROLERA DE VENEZUELA

PRESIDENT: Mauricio Canard Mendoza

LOCATION: Caracas, Venezuela

TELEPHONE: +58 212 794 1222

WEBSITE: www.camarapetrolera.org

FACTS & FIGURES:

JAPAN
Heavily reliant on energy imports, Japan is only 16% energy self-su�cient, and is the third largest oil consumer and importer 

in the world after the US and China. The little domestic oil reserves that Japan does have are located mainly along the western 

coast of the country. It is also the world’s largest importer of liquefied natural gas (LNG). As a result, Japan’s operators have 

looked overseas in order to find much needed resources, and a thriving service industry has developed in the country. Japan 

is today one of the largest exporters in the world of equipment related to the energy sector. After the 2011 earthquake and 

tsunami that struck the island, Japan was forced to shut down part of its nuclear power generating capacity and the ongoing 

reevaluation of its energy strategy is expected to result in increasing natural gas demand. 

 

 stations, LNG imports are expected to soar.

FACTS & FIGURES:

AUSTRALIA
Australia’s US$28 billion per year oil and gas industry contributes 58% of Australia’s primary energy, 2.5% of Australia’s 

GDP, and almost US$9 billion in direct tax payments. Ever since the first significant Bass Strait discoveries in the mid-1960s, 

Australia’s oil and gas industry has underpinned Australia’s economic prosperity and growth. Although Australia has had 

a 100%+ gas reserve replacement rate for the last 25 years, the country has only about a decade of known oil resources 

remaining at today’s production rates. In fact, in recent years oil production has fallen rapidly in Australia as the Bass Strait oil 

fields decline. Australia’s production of petroleum liquids peaked in 2000 and has been steadily declining since then.

 

 25.7%, China 22.7%, Malaysia 20.3%, Japan 15.2%, 

 Singapore 13.8%

FACTS & FIGURES:

AUSTRALIAN PETROLEUM PRODUCTION &
EXPLORATION ASSOCIATION (APPEA)

CEO & MANAGING DIRECTOR: David Knox

LOCATION: Canberra, Australia

PHONE: +61 26247 0960

WEBSITE: www.appea.com.au

JAPANESE ASSOCIATION FOR PETROLEUM
TECHNOLOGY (JAPT)

PRESIDENT: Hinori Wasada

LOCATION: Tokyo, Japan

PHONE: +81 3 3214 1701

WEBSITE: www.japt.org

AUSTRALIAN INSTITUTE OF ENERGY (AIE)

PRESIDENT: Brian Truman

LOCATION: Australia

PHONE: +61 89920 5649

WEBSITE: www.aie.org.au

PETROLEUM ASSOCIATION OF JAPAN (PAJ)

CHAIRMAN: Akihiko Tembo

LOCATION: Tokyo, Japan

TELEPHONE: +81 3 5218 2305

WEBSITE: www.paj.gr.jp

MINISTRY OF ENERGY AND PETROLEUM

MINISTER: Rafael Ramírez Carreño

LOCATION: Caracas, Venezuela

TELEPHONE: +58 212 708 7604

WEBSITE: www.menpet.gob.ve

ASSOCIATION OF OIL AND GAS 
OPERATORS (AOGO)

DIRECTOR: Ajay Khandelwal

LOCATION: New Delhi, India

PHONE: +91 11406 01484

WEBSITE: www.aogo.in 

PETROLEUM FEDERATION OF INDIA

CHAIRMAN: R S Butola

LOCATION: New Delhi, India

PHONE: +91 11265 35697

WEBSITE: www.petrofed.org 

INDIA

 

 12.2%, China 8.1%, Hong Kong 4.1% 

 

 and gas industry attracted US$3.332 billion in 

 foreign direct investment

FACTS & FIGURES:

India has 26 sedimentary basins spanning 3.14 million km2, of which 1.35 million km2 is deepwater. A substantial part of this 

is unexplored or poorly explored, with a well density of less than 1 well per 250km2. Until the late 1980s, the Indian oil and 

gas industry was dominated by two of the country’s NOCs – ONGC and OIL. However, in the 1990s, some of the country’s 

unexplored and explored acreage was opened up to international competitive bidding under production sharing agreements. 

This eventually led to the introduction of the New Exploration and Licensing Policy (NELP) in 1998, a competitive bidding 

system under which new blocks are o�ered for tender on a regular basis. 
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VENEZUELA
Venezuela nationalized its oil industry in the 1970s with the creation of Petroleos de Venezuela S.A. (PDVSA) but during the 

1990s the government took several steps to liberalize the petroleum sector. However, with the election of President Hugo 

Chavez in 1999, taxes and royalty rates on new and existing projects were raised and later on in 2009 and 2010, Venezuela 

nationalized oil field service firms and infrastructure in response to the firms’ failure to renegotiate their contracts. In 2011, 

Venezuela announced that the country’s proven oil reserves had surpassed those of Saudi Arabia, making them the largest 

crude oil reserves in the world at 296.5 billion barrels. Most of these reserves are located in the Orinoco Belt in the central 

region of the country.

CÁMARA PETROLERA DE VENEZUELA

PRESIDENT: Mauricio Canard Mendoza

LOCATION: Caracas, Venezuela

TELEPHONE: +58 212 794 1222

WEBSITE: www.camarapetrolera.org

FACTS & FIGURES:

JAPAN
Heavily reliant on energy imports, Japan is only 16% energy self-su�cient, and is the third largest oil consumer and importer 

in the world after the US and China. The little domestic oil reserves that Japan does have are located mainly along the western 

coast of the country. It is also the world’s largest importer of liquefied natural gas (LNG). As a result, Japan’s operators have 

looked overseas in order to find much needed resources, and a thriving service industry has developed in the country. Japan 

is today one of the largest exporters in the world of equipment related to the energy sector. After the 2011 earthquake and 

tsunami that struck the island, Japan was forced to shut down part of its nuclear power generating capacity and the ongoing 

reevaluation of its energy strategy is expected to result in increasing natural gas demand. 

 

 stations, LNG imports are expected to soar.

FACTS & FIGURES:

AUSTRALIA
Australia’s US$28 billion per year oil and gas industry contributes 58% of Australia’s primary energy, 2.5% of Australia’s 

GDP, and almost US$9 billion in direct tax payments. Ever since the first significant Bass Strait discoveries in the mid-1960s, 

Australia’s oil and gas industry has underpinned Australia’s economic prosperity and growth. Although Australia has had 

a 100%+ gas reserve replacement rate for the last 25 years, the country has only about a decade of known oil resources 

remaining at today’s production rates. In fact, in recent years oil production has fallen rapidly in Australia as the Bass Strait oil 

fields decline. Australia’s production of petroleum liquids peaked in 2000 and has been steadily declining since then.

 

 25.7%, China 22.7%, Malaysia 20.3%, Japan 15.2%, 

 Singapore 13.8%

FACTS & FIGURES:

AUSTRALIAN PETROLEUM PRODUCTION &
EXPLORATION ASSOCIATION (APPEA)

CEO & MANAGING DIRECTOR: David Knox

LOCATION: Canberra, Australia

PHONE: +61 26247 0960

WEBSITE: www.appea.com.au

JAPANESE ASSOCIATION FOR PETROLEUM
TECHNOLOGY (JAPT)

PRESIDENT: Hinori Wasada

LOCATION: Tokyo, Japan

PHONE: +81 3 3214 1701

WEBSITE: www.japt.org

AUSTRALIAN INSTITUTE OF ENERGY (AIE)

PRESIDENT: Brian Truman

LOCATION: Australia

PHONE: +61 89920 5649

WEBSITE: www.aie.org.au

PETROLEUM ASSOCIATION OF JAPAN (PAJ)

CHAIRMAN: Akihiko Tembo

LOCATION: Tokyo, Japan

TELEPHONE: +81 3 5218 2305

WEBSITE: www.paj.gr.jp

MINISTRY OF ENERGY AND PETROLEUM

MINISTER: Rafael Ramírez Carreño

LOCATION: Caracas, Venezuela

TELEPHONE: +58 212 708 7604

WEBSITE: www.menpet.gob.ve

ASSOCIATION OF OIL AND GAS 
OPERATORS (AOGO)

DIRECTOR: Ajay Khandelwal

LOCATION: New Delhi, India

PHONE: +91 11406 01484

WEBSITE: www.aogo.in 

PETROLEUM FEDERATION OF INDIA

CHAIRMAN: R S Butola

LOCATION: New Delhi, India

PHONE: +91 11265 35697

WEBSITE: www.petrofed.org 

INDIA

 

 12.2%, China 8.1%, Hong Kong 4.1% 

 

 and gas industry attracted US$3.332 billion in 

 foreign direct investment

FACTS & FIGURES:

India has 26 sedimentary basins spanning 3.14 million km2, of which 1.35 million km2 is deepwater. A substantial part of this 

is unexplored or poorly explored, with a well density of less than 1 well per 250km2. Until the late 1980s, the Indian oil and 

gas industry was dominated by two of the country’s NOCs – ONGC and OIL. However, in the 1990s, some of the country’s 

unexplored and explored acreage was opened up to international competitive bidding under production sharing agreements. 

This eventually led to the introduction of the New Exploration and Licensing Policy (NELP) in 1998, a competitive bidding 

system under which new blocks are o�ered for tender on a regular basis. 
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Mexico stood strong throughout the recent global financial crisis, with many foreign companies 

looking to the country as an attractive destination for investment. However, not everyone sees 

Mexico as a safe or attractive place to invest their money. 

This chapter aims to dispel some myths about the Mexican business environment. It will also 

explain the taxation situation, incentive programmes for encouraging investment, the value 

proposition of the country’s human resources sector, and the ways in which companies can 

participate in the Mexican oil and gas industry. It includes a legal guide to doing business in 

Mexico, and a tourism section for those who wish to see a little more of the country than just oil 

rigs and o�ce buildings.
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In the current political climate, Pineda believes that the 

momentum is building for further energy reform. Although 

he believes that the oil industry expropriation of 1938 still 

weighs so strongly on the minds of politicians and the 

electorate that sweeping liberalization will never take place, 

he hopes that by looking at other countries around the 

world, the Mexican government will find a way to bring in 

important and necessary changes to increase participation. 

“We need politicians and the electorate to realize that 

foreign investment will not a�ect the sovereignty of Mexico. 

Rather, any type of investment in the oil sector, be it foreign 

or domestic, will help to grow the Mexican economy.”

Pineda believes that it will be necessary for Mexico’s 

political parties to work together in order to pass far-

reaching reform. This may not be as far out of reach as one 

might assume, given that the PRI presidential candidate 

Enrique Peña Nieto is championing energy reform as a 

key issue for the election, and the PAN has spent the last 

presidential term championing the advantages of reform for 

the economy. “I hope that in the next presidential term, both 

parties will think of the country, not just about their party. 

They have realized the growth of similar countries in Latin 

America that has come from energy reform, and are now 

beginning to change their long-held views that any reform 

would be damaging for Mexico.” 

Before they achieve this, both parties will have to overcome 

their fear that left-wing parties opposed to energy reform 

will be able to sway the electorate into opposing it, Pineda 

says. However, he believes that public opinion is gradually 

swinging in favour of energy reform. “People are beginning 

to see that even China and Cuba, communist countries, 

have opened their oil industries to private investment. The 

message is beginning to sink in.”

When asked to weigh the pros and cons of investing in 

the Mexican oil and gas industry, Pineda returns to his 

original message, which is that energy reform is one of the 

final obstacles in the way of Mexico being an incredibly 

attractive place for foreign oil companies. “The relative 

stability of Mexico’s economy and political sphere cannot 

be underestimated in the world today. Additionally, studies 

confirm exactly how hydrocarbon-rich the country is. This is 

something that cannot be left unconsidered when looking 

for places around the world to invest. We have young 

people ready to work, and experienced engineers working 

in the industry today. All Mexico needs is the investment 

from companies that can bring technology and equipment 

in order for our industry to be one of the most exciting in 

the world.”

Although Guillermo Pineda, Energy Leader of 

PricewaterhouseCoopers Mexico, believes that the Mexican 

oil and gas industry presents a good opportunity for 

investment for international companies, he believes that 

one of the major challenges facing these companies today 

is that the laws governing investment in the oil and gas 

industry do not provide the proper security for foreign 

investors. “Soon, it will be necessary to update the current 

laws in order to provide that security,” says Pineda. Having 

supported activities promoting investment in other North 

American countries, he has found in general that companies 

are initially excited by the prospect of investment in Mexico, 

but put o� when they learn about the legal challenge 

of investing in the country. “At the last presentation of 

the integrated service contracts, we found around 500 

companies interested in bidding in these contracts, but 

until the law is made clearer and more secure for foreign 

investors, participation will remain relatively low. However, 

at least we have seen that there is only one major obstacle 

in the way of a wave of foreign investment in the oil and gas 

industry in the years to come.”

Pineda believes that, until now, the lack of energy reform 

has been the result of unwillingness by successive 

governments to e�ect major changes. “Politicians are afraid 

to touch the Constitution, but on the other hand, investors 

don’t want to work with alternative rules without changing 

the Constitution. That is the main problem. No one wants 

to make the changes that are necessary. These are di�cult 

political times, and no one wants to talk about changes  

to Pemex.”

PERSPECTIVE ON MEXICO’S  
INVESTMENT CLIMATE

with the National Registry for Foreign Investment (RNIE).

In September 2011, the Mexican government announced 

that it was investigating the possibility of lowering the 

caps on foreign investment in the areas of transport, 

energy and telecommunications, which had previously 

been set in 1993. The current cap on foreign investment 

in airlines is 25%, and 49% in fixed line telephony. It was 

also announced that the review of the energy sector would 

only extend to gas distribution and petrol stations, with 

E&P activities being left in the hands of Pemex. 

There are obviously some concerns among Mexico 

watchers that the security situation in the country might 

have a negative impact on foreign investment. However, 

this does not seem to be the case. In July 2011, the Mexican 

government published a report, which showed that foreign 

investment had actually increased in the seven states most 

a�ected by the drug war since it began in 2006. Across 

the country, net foreign direct investment from 2006 to 

2010 went up to US$31 billion from US$30 billion in the 

Between 1997 and 2011, Mexico’s annual GDP growth has 

stood at an average of 2.89% - lower than its neighbours 

in Latin America such as Brazil at 3.15%, but higher than 

the US, whose GDP growth in the same period was an 

average of 2.45% per year. This relative stagnation in a 

Latin American context has been attributed in part to the 

lack of competition in key sectors, which many believe 

could be solved by opening the Mexican market to more 

foreign investment. However, in the first nine months of 

2011, Mexico received 1% less foreign direct investment 

than in all of 2010, leading some to suggest that the trend 

of underperformance in Mexico might be about to reverse. 

Mexico’s industrial production for December 2011 rose by 

2.8% from December 2010, according to Mexico’s National 

Statistics Institute, bringing the growth in industrial output 

up to 3.8% for the full year. The fact that manufacturing 

costs are on average 25% lower than in the US, as stated 

by Mexico’s Economy Minister Bruno Ferrari in August 2011, 

and the country’s proximity to the US, provide Mexico strong 

incentives for foreign investors.

At present, the Mexican Constitution requires foreigners 

who intend to engage in Mexican business to be considered 

as Mexican nationals in order to waive their right to seek 

protection from their home governments. Interested investors 

can do this through the formation of a Mexican corporation. 

In addition, there are limitations on foreign investment 

in activities such as insurance, bonds, manufacturing of 

arms and ammunition, newspaper publishing, aircraft and 

railway equipment, telecommunications, airports and air 

transportation, port services, oil pipeline construction, drilling 

of oil and natural gas wells and private education services. 

Some activities are reserved exclusively for Mexicans such as 

land transport of passengers and cargo, retail sale of gasoline 

and other oil derivatives, and development banks. All foreign 

investors must follow the appropriate registration process 

previous five years. At the same time, companies such as 

Bank of America and Nestle came forward to say that they 

had not been significantly a�ected by the violence in the 

country. Analysts have suggested that this is due to the 

di�culty of extorting a large multinational company in 

comparison to a local business. 

In January 2012, the IMF announced its growth forecast for 

Latin America, revising its previous estimate of 4% annual 

growth down to 3.6% for the region. Mexico’s GDP growth 

forecast was revised from 3.6% to 3.5%. The IMF believes 

that the country will be able to sustain this growth until 

2013. It is uncertain at this point what impact the 2012 

general election in Mexico will have on the attractiveness 

of the country to foreign investors.

REGAINING THE FOREIGN 
INVESTMENT BOOST?
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In the current political climate, Pineda believes that the 

momentum is building for further energy reform. Although 

he believes that the oil industry expropriation of 1938 still 

weighs so strongly on the minds of politicians and the 

electorate that sweeping liberalization will never take place, 

he hopes that by looking at other countries around the 

world, the Mexican government will find a way to bring in 

important and necessary changes to increase participation. 

“We need politicians and the electorate to realize that 

foreign investment will not a�ect the sovereignty of Mexico. 

Rather, any type of investment in the oil sector, be it foreign 

or domestic, will help to grow the Mexican economy.”

Pineda believes that it will be necessary for Mexico’s 

political parties to work together in order to pass far-

reaching reform. This may not be as far out of reach as one 

might assume, given that the PRI presidential candidate 

Enrique Peña Nieto is championing energy reform as a 

key issue for the election, and the PAN has spent the last 

presidential term championing the advantages of reform for 

the economy. “I hope that in the next presidential term, both 

parties will think of the country, not just about their party. 

They have realized the growth of similar countries in Latin 

America that has come from energy reform, and are now 

beginning to change their long-held views that any reform 

would be damaging for Mexico.” 

Before they achieve this, both parties will have to overcome 

their fear that left-wing parties opposed to energy reform 

will be able to sway the electorate into opposing it, Pineda 

says. However, he believes that public opinion is gradually 

swinging in favour of energy reform. “People are beginning 

to see that even China and Cuba, communist countries, 

have opened their oil industries to private investment. The 

message is beginning to sink in.”

When asked to weigh the pros and cons of investing in 

the Mexican oil and gas industry, Pineda returns to his 

original message, which is that energy reform is one of the 

final obstacles in the way of Mexico being an incredibly 

attractive place for foreign oil companies. “The relative 

stability of Mexico’s economy and political sphere cannot 

be underestimated in the world today. Additionally, studies 

confirm exactly how hydrocarbon-rich the country is. This is 

something that cannot be left unconsidered when looking 

for places around the world to invest. We have young 

people ready to work, and experienced engineers working 

in the industry today. All Mexico needs is the investment 

from companies that can bring technology and equipment 

in order for our industry to be one of the most exciting in 

the world.”

Although Guillermo Pineda, Energy Leader of 

PricewaterhouseCoopers Mexico, believes that the Mexican 

oil and gas industry presents a good opportunity for 

investment for international companies, he believes that 

one of the major challenges facing these companies today 

is that the laws governing investment in the oil and gas 

industry do not provide the proper security for foreign 

investors. “Soon, it will be necessary to update the current 

laws in order to provide that security,” says Pineda. Having 

supported activities promoting investment in other North 

American countries, he has found in general that companies 

are initially excited by the prospect of investment in Mexico, 

but put o� when they learn about the legal challenge 

of investing in the country. “At the last presentation of 

the integrated service contracts, we found around 500 

companies interested in bidding in these contracts, but 

until the law is made clearer and more secure for foreign 

investors, participation will remain relatively low. However, 

at least we have seen that there is only one major obstacle 

in the way of a wave of foreign investment in the oil and gas 

industry in the years to come.”

Pineda believes that, until now, the lack of energy reform 

has been the result of unwillingness by successive 

governments to e�ect major changes. “Politicians are afraid 

to touch the Constitution, but on the other hand, investors 

don’t want to work with alternative rules without changing 

the Constitution. That is the main problem. No one wants 

to make the changes that are necessary. These are di�cult 

political times, and no one wants to talk about changes  

to Pemex.”

PERSPECTIVE ON MEXICO’S  
INVESTMENT CLIMATE

with the National Registry for Foreign Investment (RNIE).

In September 2011, the Mexican government announced 

that it was investigating the possibility of lowering the 

caps on foreign investment in the areas of transport, 

energy and telecommunications, which had previously 

been set in 1993. The current cap on foreign investment 

in airlines is 25%, and 49% in fixed line telephony. It was 

also announced that the review of the energy sector would 

only extend to gas distribution and petrol stations, with 

E&P activities being left in the hands of Pemex. 

There are obviously some concerns among Mexico 

watchers that the security situation in the country might 

have a negative impact on foreign investment. However, 

this does not seem to be the case. In July 2011, the Mexican 

government published a report, which showed that foreign 

investment had actually increased in the seven states most 

a�ected by the drug war since it began in 2006. Across 

the country, net foreign direct investment from 2006 to 

2010 went up to US$31 billion from US$30 billion in the 

Between 1997 and 2011, Mexico’s annual GDP growth has 

stood at an average of 2.89% - lower than its neighbours 

in Latin America such as Brazil at 3.15%, but higher than 

the US, whose GDP growth in the same period was an 

average of 2.45% per year. This relative stagnation in a 

Latin American context has been attributed in part to the 

lack of competition in key sectors, which many believe 

could be solved by opening the Mexican market to more 

foreign investment. However, in the first nine months of 

2011, Mexico received 1% less foreign direct investment 

than in all of 2010, leading some to suggest that the trend 

of underperformance in Mexico might be about to reverse. 

Mexico’s industrial production for December 2011 rose by 

2.8% from December 2010, according to Mexico’s National 

Statistics Institute, bringing the growth in industrial output 

up to 3.8% for the full year. The fact that manufacturing 

costs are on average 25% lower than in the US, as stated 

by Mexico’s Economy Minister Bruno Ferrari in August 2011, 

and the country’s proximity to the US, provide Mexico strong 

incentives for foreign investors.

At present, the Mexican Constitution requires foreigners 

who intend to engage in Mexican business to be considered 

as Mexican nationals in order to waive their right to seek 

protection from their home governments. Interested investors 

can do this through the formation of a Mexican corporation. 

In addition, there are limitations on foreign investment 

in activities such as insurance, bonds, manufacturing of 

arms and ammunition, newspaper publishing, aircraft and 

railway equipment, telecommunications, airports and air 

transportation, port services, oil pipeline construction, drilling 

of oil and natural gas wells and private education services. 

Some activities are reserved exclusively for Mexicans such as 

land transport of passengers and cargo, retail sale of gasoline 

and other oil derivatives, and development banks. All foreign 

investors must follow the appropriate registration process 

previous five years. At the same time, companies such as 

Bank of America and Nestle came forward to say that they 

had not been significantly a�ected by the violence in the 

country. Analysts have suggested that this is due to the 

di�culty of extorting a large multinational company in 

comparison to a local business. 

In January 2012, the IMF announced its growth forecast for 

Latin America, revising its previous estimate of 4% annual 

growth down to 3.6% for the region. Mexico’s GDP growth 

forecast was revised from 3.6% to 3.5%. The IMF believes 

that the country will be able to sustain this growth until 

2013. It is uncertain at this point what impact the 2012 

general election in Mexico will have on the attractiveness 

of the country to foreign investors.
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the team through the everyday functions of bidding, 

contract negotiation, labour and materials sourcing, 

project management and invoicing. A competent partner 

can also provide engineering and project management 

experience to complement the international company’s 

unique technology as well as its specialized expertise in 

delivering an integrated solution.

The greatest opportunities for this type of cross-border 

collaboration are in two main areas: firstly, infrastructure 

projects that improve existing assets’ e�ciency and 

e�ectiveness, thus extending the projects’ useful lives; 

and secondly, production enhancement services that 

extend the lives of reserves and increase existing fields’ 

recovery rates. The large onshore drilling programmes and 

deepwater projects also require advanced technology, but 

due to their size and complexity, these are still the province 

of large multinational service companies. The typical 

domestic service company cannot compete e�ectively 

in these segments, except for niches where speed and 

flexibility still trump size and financial resources.    

In order to be an attractive and e�ective partner, a domestic 

service company must be capable of leading the marketing, 

planning and execution processes of high value projects.  

The domestic partner must have a strong track record with 

Pemex in related service areas, so it can identify the NOC’s 

specific needs and apply new technologies and expertise 

to immediate problems and challenges. Oil International 

Services has positioned itself to acquire technology and 

expertise through licensing and partnering arrangements, 

leveraging its traditional strengths in service niches where 

it has demonstrable marketing and project experience. The 

domestic partner must also be able to anticipate evolving 

opportunities in time to seek the right international 

partners and convince them to focus their resources on 

developing a joint technology transfer strategy. Bringing 

a compelling market opportunity to the international 

service community with a well-constructed business case 

and the key execution elements already in place takes a 

high degree of discipline, planning and foresight. But it is 

the only way to attract advanced technology providers to 

Mexico as opposed to opportunities in other markets. 

Historically, the domestic energy services industry in Mexico 

comprised small to mid-sized, closely held companies 

with limited access to capital and limited ownership of 

proprietary technologies. In the vast majority of cases, these 

companies acted as subcontractors to the multinational 

companies competing for large integrated service contracts 

with Pemex. The roles of the local subcontractors were 

narrowly defined, thus providing little incentive, budgetary 

resources or ability to engage in research and development 

activities, nor to acquire technologies. The 2008 Energy 

Reform endeavoured to change this by requiring that Pemex 

increase the national content of its procured services.

Domestic energy service companies have increasing 

opportunities in this environment to capture new and larger 

contracts, but only if they can address Pemex’s need for new 

and better technologies and its preference for obtaining these 

services in the form of integrated solutions. The challenge for 

these small to mid-sized companies is to mature rapidly, and 

develop or acquire new technologies and technical expertise 

to satisfy the requirements of Pemex. One tactic that can 

speed up this process is technology transfer (in the form of 

licenses or joint ventures) from the range of international 

service companies that have made strong inroads in other 

markets, but have no established footholds in Mexico.      

In many oil and gas markets, it is not just the large 

multinationals successfully conceiving, developing and 

deploying new technologies, but also the mid-market 

service companies. The latter companies are usually ill-

equipped to enter the Mexican market on their own. 

The rules and practices for contracting with Pemex are 

still quite di�cult for an inexperienced foreign company 

to navigate. In past years, some mid-market service 

companies have attempted to enter Mexico and failed for 

one reason or another, thus creating the impression that 

doing business in Mexico is too di�cult and risky.  When 

you combine these factors with the general language and 

cultural di�erences, plus the huge size and complexity of 

serving a national oil company like Pemex, it only makes 

sense for the foreign company to team with a successful 

local operating company. A good local partner can provide 

important insights into Pemex’s precise needs and guide 
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the team through the everyday functions of bidding, 

contract negotiation, labour and materials sourcing, 

project management and invoicing. A competent partner 

can also provide engineering and project management 

experience to complement the international company’s 

unique technology as well as its specialized expertise in 

delivering an integrated solution.

The greatest opportunities for this type of cross-border 

collaboration are in two main areas: firstly, infrastructure 

projects that improve existing assets’ e�ciency and 

e�ectiveness, thus extending the projects’ useful lives; 

and secondly, production enhancement services that 

extend the lives of reserves and increase existing fields’ 

recovery rates. The large onshore drilling programmes and 

deepwater projects also require advanced technology, but 

due to their size and complexity, these are still the province 

of large multinational service companies. The typical 

domestic service company cannot compete e�ectively 

in these segments, except for niches where speed and 

flexibility still trump size and financial resources.    

In order to be an attractive and e�ective partner, a domestic 

service company must be capable of leading the marketing, 

planning and execution processes of high value projects.  

The domestic partner must have a strong track record with 

Pemex in related service areas, so it can identify the NOC’s 

specific needs and apply new technologies and expertise 

to immediate problems and challenges. Oil International 

Services has positioned itself to acquire technology and 

expertise through licensing and partnering arrangements, 

leveraging its traditional strengths in service niches where 

it has demonstrable marketing and project experience. The 

domestic partner must also be able to anticipate evolving 

opportunities in time to seek the right international 

partners and convince them to focus their resources on 

developing a joint technology transfer strategy. Bringing 

a compelling market opportunity to the international 

service community with a well-constructed business case 

and the key execution elements already in place takes a 

high degree of discipline, planning and foresight. But it is 

the only way to attract advanced technology providers to 

Mexico as opposed to opportunities in other markets. 

Historically, the domestic energy services industry in Mexico 

comprised small to mid-sized, closely held companies 

with limited access to capital and limited ownership of 

proprietary technologies. In the vast majority of cases, these 

companies acted as subcontractors to the multinational 

companies competing for large integrated service contracts 

with Pemex. The roles of the local subcontractors were 

narrowly defined, thus providing little incentive, budgetary 

resources or ability to engage in research and development 

activities, nor to acquire technologies. The 2008 Energy 

Reform endeavoured to change this by requiring that Pemex 

increase the national content of its procured services.

Domestic energy service companies have increasing 

opportunities in this environment to capture new and larger 

contracts, but only if they can address Pemex’s need for new 

and better technologies and its preference for obtaining these 

services in the form of integrated solutions. The challenge for 

these small to mid-sized companies is to mature rapidly, and 

develop or acquire new technologies and technical expertise 

to satisfy the requirements of Pemex. One tactic that can 

speed up this process is technology transfer (in the form of 

licenses or joint ventures) from the range of international 

service companies that have made strong inroads in other 

markets, but have no established footholds in Mexico.      

In many oil and gas markets, it is not just the large 

multinationals successfully conceiving, developing and 

deploying new technologies, but also the mid-market 

service companies. The latter companies are usually ill-

equipped to enter the Mexican market on their own. 

The rules and practices for contracting with Pemex are 

still quite di�cult for an inexperienced foreign company 

to navigate. In past years, some mid-market service 

companies have attempted to enter Mexico and failed for 

one reason or another, thus creating the impression that 

doing business in Mexico is too di�cult and risky.  When 

you combine these factors with the general language and 

cultural di�erences, plus the huge size and complexity of 

serving a national oil company like Pemex, it only makes 

sense for the foreign company to team with a successful 

local operating company. A good local partner can provide 

important insights into Pemex’s precise needs and guide 
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The Mexican Tax Law provides revenues for all three levels 

of government: Federal Taxes include the Federal Income 

Tax (ISR), a Revenue Flat Tax (IETU) and a Value Added 

Tax (IVA), while state and local taxes include a Payroll 

Tax, a Property Tax, a Real Estate Acquisition Tax and all 

other general taxes on drainage, sewage, street lighting, 

and so on. The Tax Administration Service (SAT) is the 

government body in charge of handling federal taxes. All 

state and local taxes are calculated and collected by their 

respective treasuries. 

The Federal Income Tax is imposed on the income of 

individuals and corporations. While individuals pay a tax 

between 1.92% and 30%, corporations are charged with a 

fixed rate of 30%, although between 2010 and 2012, the 

corporate tax rate was increased to this fixed rate and 

will be reduced back to the original 28% in 2014. For both 

individuals and companies, payment is made annually. 

The Revenue Flat Tax consists of a 17.5% tax on revenue 

and is calculated along with the Federal Income Tax since 

taxpayers only pay the higher of these two taxes. On the 

other hand, the Value Added Tax is imposed whenever a 

person or corporation sells goods or real estate, renders 

independent services, yields temporary use over goods or 

real estate and imports goods or services. The current rate 

of IVA is 16%, except for transactions taking place inside 

the border zone for which a rate of 11% applies. Food and 

medicines are exempt from this sales tax.

The Mexican government o�ers several tax benefits 

for general corporations. Among these are immediate 

deductions for investment, deductions for hiring people 

with disabilities, deductions for participation in film 

production and deductions for investments in real  

estate developments. 

In the case of foreign investments, non-residents are only 

taxed a flat rate on their Mexican source of income unless 

they are considered to have a permanent establishment 

or a fixed base of operations in Mexico. In this case, 

they are taxed in the same way as registered branches 

of foreign corporations, usually under the same rules as 

resident corporations. 

With regard to the oil and gas industry, no incentives 

for investment apply in Mexico. However, taxpayers 

benefit from deductions for specific new assets used in 

the country.  For machinery and equipment used in the 

processing of crude petroleum or in the extraction of 

natural gas, taxpayers can receive a one-time deduction of 

80% and up to 84% for equipment used in the processing of 

petrochemical products. For all companies in the industry 

that operate under contracts to perform specific activities 

related to Pemex’s objectives, the actual activities included 

in the contracts should be analysed in order to determine 

if the assets being used can classify for these deductions. 

In June 2011, the Tax Administration Service issued a 

temporary tax regulation entitled the “Miscellaneous 

Resolution” that requires that all taxpayers that enter into 

contracts or provide services to the Mexican Government 

and to companies owned by the Mexican government—

such as Pemex—must obtain a certificate from the 

authorities stating that the taxpayer is in compliance with 

any or all tax-related obligations. 

In addition, all foreign goods, equipment and materials 

that enter Mexico are subject to customs and import 

duties as well as the Value Added Tax. However, there are 

some exemptions for import taxes under certain free-trade 

agreements. Preferential rates are available under the 

North American Free Trade Agreement (NAFTA) and the 

current free-trade agreements with Colombia, Venezuela, 

Costa Rica, Bolivia, Chile, Nicaragua, the European Union 

and Japan.

THE MEXICAN TAXATION SITUATION

TAXES IN MEXICO

FEDERAL TAXES STATE AND 
LOCAL TAXES

global view, fresh thinking and digital knowledge.”

Human resources companies like ManpowerGroup o�er 

an opportunity to help companies adapt to their changing 

environment, which Flores Barragán calls the ‘human age’. 

It is a paradigm shift that applies not just to the Mexican 

human resources market, but many countries to around 

the world. “We are facing an adjustment of the global 

environment, sophistication in personal decisions, and 

a technological revolution. Today, the potential of the 

individual is what matters. So employers need to teach 

their current employees the skills that they will need for 

the next 10 years. That will be easier than looking at the 

market and finding the right person. As a result, companies 

are working out what is feasible to teach, how much it will 

cost, how long it will take, and to what extent its employees 

are willing to learn new things. That is why everything will 

centre on the individual.”

When asked what Mexico must do to prepare for such 

changes, Flores Barragán is emphatic. “In order to 

overcome such a challenge, Mexico needs to pass a 

structural reform that has been discussed for many years, 

and a labour reform which has been discussed for the last 

15 years, in order to ramp up our growth. Mexico needs 

to start preparing its people to be competitive at the 

global level. Our talent is now competing with the talent 

of the world. Emerging markets like India, China and 

Brazil are pushing through labour reforms, improving their 

educational system, and creating new energy legislation 

much faster than Mexico. This needs to change.”

The global financial crisis of 2008 left a serious dent in 

Mexico’s economic growth. The country’s GDP contracted 

by 6.6% in 2009, the largest decline of any Latin American 

country. The labour market also su�ered as a result of the 

crisis, with unemployment peaking in September 2009, its 

highest level since the turn of the century. Unemployment 

was more pronounced in urban areas at 7.6%, while in small 

communities outside of urban centres the figure was 3.7%. 

“We were a�ected as many other countries were in the 

labour market, but not any more severely,” says Mónica 

Flores Barragán, Director General of ManpowerGroup’s 

Mexico and Central America operation. “Mexico’s rate of 

unemployment is still one of the lowest in Latin and North 

America. The economic environment in Mexico has always 

been challenging. Our history means that in many cases 

we can recover more quickly from problems. During the 

financial crisis we saw unemployment, but employers 

in Mexico are learning to manage varying demand, 

and are learning to use the kind of help that Manpower 

provides, such as providing companies with employees for 

temporary work, and the business culture in the country is 

starting to change.”

Flores Barragán believes that the challenges facing Mexico 

today are twofold. First, there is an overwhelming number 

of young people looking for gainful employment. “There 

is no match between supply and demand of labour, and 

I believe this will prove to be one of the most di�cult 

challenges for Mexico in the coming 20 years. Today is just 

the tip of the iceberg, but the pressure is on for young 

people, elderly people, women and other groups looking 

for jobs,” she says.  Second, the country faces a scarcity 

of talent to fill available jobs due to the scant dialogue 

between business and academia. “Competencies or 

abilities that were not needed in the past are not being 

taught at school today,” she says. “More sophistication 

is required of employees, because of technology and 

the need to be productive and competitive. Employers 

now ask for a lot of di�erent qualities in a candidate. In 

the past, they had time to teach or to wait for the right 

candidate to come along. Now, no company has time to 

teach these skills.  Candidates now need di�erent things 

to be competitive: the skills of innovation, negotiation, a 

HR CHALLENGES IN MEXICO

Mónica Flores Barragán, Director General of ManpowerGroup Mexico 
and Central America

About ManpowerGroup

ManpowerGroup (NYSE: MAN), is one of the world leaders in innovative workforce solutions. With over 60 years of 

experience, the US$22 billion company creates value through a comprehensive suite of innovative solutions that help 

clients win in the ‘Human Age’. These solutions cover a range of talent-driven needs from recruitment and assessment, 

training and development, and career management, to outsourcing and workforce consulting. ManpowerGroup maintains 

an industry-leading network of nearly 3,900 o�ces in over 80 countries and territories, generating a dynamic mix of a 

global footprint with valuable insight and local expertise to meet the needs of its 400,000 clients per year, across all 

industry sectors, small and medium-sized enterprises, local, multinational and global companies. 
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The Mexican Tax Law provides revenues for all three levels 

of government: Federal Taxes include the Federal Income 

Tax (ISR), a Revenue Flat Tax (IETU) and a Value Added 

Tax (IVA), while state and local taxes include a Payroll 

Tax, a Property Tax, a Real Estate Acquisition Tax and all 

other general taxes on drainage, sewage, street lighting, 

and so on. The Tax Administration Service (SAT) is the 

government body in charge of handling federal taxes. All 

state and local taxes are calculated and collected by their 

respective treasuries. 

The Federal Income Tax is imposed on the income of 

individuals and corporations. While individuals pay a tax 

between 1.92% and 30%, corporations are charged with a 

fixed rate of 30%, although between 2010 and 2012, the 

corporate tax rate was increased to this fixed rate and 

will be reduced back to the original 28% in 2014. For both 

individuals and companies, payment is made annually. 

The Revenue Flat Tax consists of a 17.5% tax on revenue 

and is calculated along with the Federal Income Tax since 

taxpayers only pay the higher of these two taxes. On the 

other hand, the Value Added Tax is imposed whenever a 

person or corporation sells goods or real estate, renders 

independent services, yields temporary use over goods or 

real estate and imports goods or services. The current rate 

of IVA is 16%, except for transactions taking place inside 

the border zone for which a rate of 11% applies. Food and 

medicines are exempt from this sales tax.

The Mexican government o�ers several tax benefits 

for general corporations. Among these are immediate 

deductions for investment, deductions for hiring people 

with disabilities, deductions for participation in film 

production and deductions for investments in real  

estate developments. 

In the case of foreign investments, non-residents are only 

taxed a flat rate on their Mexican source of income unless 

they are considered to have a permanent establishment 

or a fixed base of operations in Mexico. In this case, 

they are taxed in the same way as registered branches 

of foreign corporations, usually under the same rules as 

resident corporations. 

With regard to the oil and gas industry, no incentives 

for investment apply in Mexico. However, taxpayers 

benefit from deductions for specific new assets used in 

the country.  For machinery and equipment used in the 

processing of crude petroleum or in the extraction of 

natural gas, taxpayers can receive a one-time deduction of 

80% and up to 84% for equipment used in the processing of 

petrochemical products. For all companies in the industry 

that operate under contracts to perform specific activities 

related to Pemex’s objectives, the actual activities included 

in the contracts should be analysed in order to determine 

if the assets being used can classify for these deductions. 

In June 2011, the Tax Administration Service issued a 

temporary tax regulation entitled the “Miscellaneous 

Resolution” that requires that all taxpayers that enter into 

contracts or provide services to the Mexican Government 

and to companies owned by the Mexican government—

such as Pemex—must obtain a certificate from the 

authorities stating that the taxpayer is in compliance with 

any or all tax-related obligations. 

In addition, all foreign goods, equipment and materials 

that enter Mexico are subject to customs and import 

duties as well as the Value Added Tax. However, there are 

some exemptions for import taxes under certain free-trade 

agreements. Preferential rates are available under the 

North American Free Trade Agreement (NAFTA) and the 

current free-trade agreements with Colombia, Venezuela, 

Costa Rica, Bolivia, Chile, Nicaragua, the European Union 

and Japan.
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global view, fresh thinking and digital knowledge.”

Human resources companies like ManpowerGroup o�er 

an opportunity to help companies adapt to their changing 

environment, which Flores Barragán calls the ‘human age’. 

It is a paradigm shift that applies not just to the Mexican 

human resources market, but many countries to around 

the world. “We are facing an adjustment of the global 

environment, sophistication in personal decisions, and 

a technological revolution. Today, the potential of the 

individual is what matters. So employers need to teach 

their current employees the skills that they will need for 

the next 10 years. That will be easier than looking at the 

market and finding the right person. As a result, companies 

are working out what is feasible to teach, how much it will 

cost, how long it will take, and to what extent its employees 

are willing to learn new things. That is why everything will 

centre on the individual.”

When asked what Mexico must do to prepare for such 

changes, Flores Barragán is emphatic. “In order to 

overcome such a challenge, Mexico needs to pass a 

structural reform that has been discussed for many years, 

and a labour reform which has been discussed for the last 

15 years, in order to ramp up our growth. Mexico needs 

to start preparing its people to be competitive at the 

global level. Our talent is now competing with the talent 

of the world. Emerging markets like India, China and 

Brazil are pushing through labour reforms, improving their 

educational system, and creating new energy legislation 

much faster than Mexico. This needs to change.”

The global financial crisis of 2008 left a serious dent in 

Mexico’s economic growth. The country’s GDP contracted 

by 6.6% in 2009, the largest decline of any Latin American 

country. The labour market also su�ered as a result of the 

crisis, with unemployment peaking in September 2009, its 

highest level since the turn of the century. Unemployment 

was more pronounced in urban areas at 7.6%, while in small 

communities outside of urban centres the figure was 3.7%. 

“We were a�ected as many other countries were in the 

labour market, but not any more severely,” says Mónica 

Flores Barragán, Director General of ManpowerGroup’s 

Mexico and Central America operation. “Mexico’s rate of 

unemployment is still one of the lowest in Latin and North 

America. The economic environment in Mexico has always 

been challenging. Our history means that in many cases 

we can recover more quickly from problems. During the 

financial crisis we saw unemployment, but employers 

in Mexico are learning to manage varying demand, 

and are learning to use the kind of help that Manpower 

provides, such as providing companies with employees for 

temporary work, and the business culture in the country is 

starting to change.”

Flores Barragán believes that the challenges facing Mexico 

today are twofold. First, there is an overwhelming number 

of young people looking for gainful employment. “There 

is no match between supply and demand of labour, and 

I believe this will prove to be one of the most di�cult 

challenges for Mexico in the coming 20 years. Today is just 

the tip of the iceberg, but the pressure is on for young 

people, elderly people, women and other groups looking 

for jobs,” she says.  Second, the country faces a scarcity 

of talent to fill available jobs due to the scant dialogue 

between business and academia. “Competencies or 

abilities that were not needed in the past are not being 

taught at school today,” she says. “More sophistication 

is required of employees, because of technology and 

the need to be productive and competitive. Employers 

now ask for a lot of di�erent qualities in a candidate. In 

the past, they had time to teach or to wait for the right 

candidate to come along. Now, no company has time to 

teach these skills.  Candidates now need di�erent things 

to be competitive: the skills of innovation, negotiation, a 
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experience, the US$22 billion company creates value through a comprehensive suite of innovative solutions that help 

clients win in the ‘Human Age’. These solutions cover a range of talent-driven needs from recruitment and assessment, 

training and development, and career management, to outsourcing and workforce consulting. ManpowerGroup maintains 

an industry-leading network of nearly 3,900 o�ces in over 80 countries and territories, generating a dynamic mix of a 

global footprint with valuable insight and local expertise to meet the needs of its 400,000 clients per year, across all 

industry sectors, small and medium-sized enterprises, local, multinational and global companies. 
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STRATEGIC ADVICE 
FOR LOCAL 
CHALLENGES 
FAUSTO MUÑÍZ PATIÑO
President of Grupo PAE

| VIEW FROM THE TOP

that we can be competitive in this market is by o�ering 

additional benefits for employees without any cost to 

the client or the employee, such as medical insurance 

independent of social security; a set of commercial 

agreements that will benefit them; occupational accident 

insurance; and support when they experience stress. We 

feel that human resources are the key to the success of 

any company, and we hope to provide services that can 

help companies find and retain the best people in their 

particular sector. We are more flexible than the big human 

resources companies, who are often accused of being too 

inflexible and unable to adapt to the particular needs of 

each client. 

A good example of this is the fact that with every client, our 

contracts are fully negotiable. We are also able to set up shop 

wherever our clients need us: if someone requires PAE to be 

present in the Lacandon jungle, we will set up camp there. 

Q: International human resource companies in Mexico 

complain of the tactics that some Mexican companies use 

to avoid paying their employees appropriately. What is 

your position on these challenges?

A: Unfortunately, the employee has always been 

mistreated in Mexico and legislators have come to look at 

outsourcing as a means to continue this. It is clear that the 

service has to be regulated. New regulations will soon be 

announced by the Federal Government, but these will deal 

more with establishing workers’ rights than regulating the 

outsourcing industry as a whole. 

PAE works to avoid falling into informality in every aspect 

of our work, and I would like to invite the other companies 

currently working informally to join us in this pledge. This 

is the only way that the government will open its eyes 

and see the reality in Mexico’s human resources situation. 

The Mexican Association of Human Capital Companies 

(Asociación Mexicana de Empresas de Capital Humano, 

AMECH) was founded with the same aim of encouraging 

formality in the industry. Within the association, we have 

20 companies that have been properly certified, with a 

certification that has been defined and developed by the 

member companies.

Q: Could you describe the situation of the current Mexican 

labour market in general and especially in the energy sector?

A: There is a great demand for employment in Mexico, 

but very little investment. People are essentially afraid 

of investing as a result of the global economic situation, 

exacerbated by the promise of change brought by the 

July 2012 general elections. Although investment has 

slowed down, this does not mean that it has stopped 

completely, with the energy sector being just one area 

where investment in employment is still a reality.

Q: What are the drivers of demand for integrated labour 

solutions and outsourcing in the Mexican market?

A: In Mexico, the demand for integrated labour solutions 

and outsourcing services is very high, especially from 

multinational companies that bring their corporate culture 

to Mexico with them, and are fully aware of the benefits 

that come from hiring a local company to provide human 

resource services to them. However, local companies are a 

little more conservative in the adoption of these services, 

and a large part of this is due to the large use of informal 

employment in Mexico. There are a lot of very small 

outsourcing companies that thrive on this informality.  

Q: How are you adapting PAE’s strategy as a consequence 

of the current market situation?

A: PAE is currently working with multinational companies 

and with the larger of Mexico’s domestic companies. Our 

strategy has been to focus on looking for new clients, 

and along these lines we continue to open more o�ces 

in Mexico whilst simultaneously increasing our presence 

internationally. Currently, PAE is present in Peru, and we 

are looking into a possible merger with a company in Costa 

Rica that has a presence throughout Central America. This 

will allow us to o�er our existing clients the opportunity 

to continue to do business with us while they expand into 

new Latin American markets. 

Q: What are your main competitive advantages as a 

Mexican company in the highly competitive human 

resources sector? 

A: PAE is a 100% Mexican company that understands 

Hispanic culture and its idiosyncrasies. One of the ways 
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that we can be competitive in this market is by o�ering 

additional benefits for employees without any cost to 

the client or the employee, such as medical insurance 

independent of social security; a set of commercial 

agreements that will benefit them; occupational accident 

insurance; and support when they experience stress. We 

feel that human resources are the key to the success of 

any company, and we hope to provide services that can 

help companies find and retain the best people in their 

particular sector. We are more flexible than the big human 

resources companies, who are often accused of being too 

inflexible and unable to adapt to the particular needs of 

each client. 

A good example of this is the fact that with every client, our 

contracts are fully negotiable. We are also able to set up shop 

wherever our clients need us: if someone requires PAE to be 

present in the Lacandon jungle, we will set up camp there. 

Q: International human resource companies in Mexico 

complain of the tactics that some Mexican companies use 

to avoid paying their employees appropriately. What is 

your position on these challenges?

A: Unfortunately, the employee has always been 

mistreated in Mexico and legislators have come to look at 

outsourcing as a means to continue this. It is clear that the 

service has to be regulated. New regulations will soon be 

announced by the Federal Government, but these will deal 

more with establishing workers’ rights than regulating the 

outsourcing industry as a whole. 

PAE works to avoid falling into informality in every aspect 

of our work, and I would like to invite the other companies 

currently working informally to join us in this pledge. This 

is the only way that the government will open its eyes 

and see the reality in Mexico’s human resources situation. 

The Mexican Association of Human Capital Companies 

(Asociación Mexicana de Empresas de Capital Humano, 

AMECH) was founded with the same aim of encouraging 

formality in the industry. Within the association, we have 

20 companies that have been properly certified, with a 

certification that has been defined and developed by the 

member companies.

Q: Could you describe the situation of the current Mexican 

labour market in general and especially in the energy sector?

A: There is a great demand for employment in Mexico, 

but very little investment. People are essentially afraid 

of investing as a result of the global economic situation, 

exacerbated by the promise of change brought by the 

July 2012 general elections. Although investment has 

slowed down, this does not mean that it has stopped 

completely, with the energy sector being just one area 

where investment in employment is still a reality.

Q: What are the drivers of demand for integrated labour 

solutions and outsourcing in the Mexican market?

A: In Mexico, the demand for integrated labour solutions 

and outsourcing services is very high, especially from 

multinational companies that bring their corporate culture 

to Mexico with them, and are fully aware of the benefits 

that come from hiring a local company to provide human 

resource services to them. However, local companies are a 

little more conservative in the adoption of these services, 

and a large part of this is due to the large use of informal 

employment in Mexico. There are a lot of very small 

outsourcing companies that thrive on this informality.  

Q: How are you adapting PAE’s strategy as a consequence 

of the current market situation?

A: PAE is currently working with multinational companies 

and with the larger of Mexico’s domestic companies. Our 

strategy has been to focus on looking for new clients, 

and along these lines we continue to open more o�ces 

in Mexico whilst simultaneously increasing our presence 

internationally. Currently, PAE is present in Peru, and we 

are looking into a possible merger with a company in Costa 

Rica that has a presence throughout Central America. This 

will allow us to o�er our existing clients the opportunity 

to continue to do business with us while they expand into 

new Latin American markets. 

Q: What are your main competitive advantages as a 

Mexican company in the highly competitive human 

resources sector? 

A: PAE is a 100% Mexican company that understands 

Hispanic culture and its idiosyncrasies. One of the ways 
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Mexico. “Due to their unfamiliarity with the market and 

its risks, many companies choose to align themselves 

with a business partner located in, and with expertise 

of, mainland Mexico. Localizing your product or service 

with an established partner can help diminish the risks 

to your new venture and maximize its ability to succeed. 

HR outsourcing is one area where finding a local partner 

can provide a great advantage to a company with little 

experience in the Mexican market.” Zenteno Mojica 

says that HR outsourcing services can be particularly 

advantageous for small to mid-sized businesses looking to 

expand, as they serve as a great equalizer, allowing them 

the same chance as a larger business to compete in the 

market with quality human resources. 

One of the key arguments in favour of payroll outsourcing 

and even CWO is that it allows a company more time to 

focus on its core business, and less time worrying about 

the logistics associated with employing people. It can also 

help to ensure accuracy of the employment process. In 

the Mexican market, Comive also specializes in benefits 

outsourcing, meaning that a company employing their 

services does not have to deal with the logistics of handling 

social insurance, pensions, unemployment, medical and 

accident insurance for its employees. The company 

manages benefit payments and calculates payback 

deductions based on the employee benefit plan selected. 

Gómez-Luengo has a tried and tested method for 

predicting market trends in the Mexican human resources 

industry: he consults his North American colleagues. “A 

large part of my work is tropicalizing the experiences 

of my US and Canadian counterparts: working out how 

their experiences will apply to Mexico. Generally, they are 

between one and 10 years ahead of current practices in 

Mexico. In order to work my way out of a challenge, I will 

go back and see how they approached it when they faced 

the same thing, learn from what they did right and what 

“As a neighbour of the US, one of the world’s biggest 

markets, Mexico tends to mirror what is happening there, 

from music and fashion to business practices,” explains 

Sergio Gómez-Luengo, Kelly Services’ Latin American Vice 

President. As an HR solutions company, Kelly Services 

has a lot to gain from the adoption of HR outsourcing 

practices such as contingent workforce outsourcing 

(CWO) in Mexico. So far, however, the reception has not 

been as warm as Gómez-Luengo hoped. “Although uptake 

of CWO in the US and Europe has been strong, particularly 

in specialized sectors such as science, technology and 

healthcare, in Mexico it has been more of a challenge. 

Mexican workers are not particularly excited about working 

as temporary employees; they always approach such a 

position with the hope of becoming full-time employees at 

some point. Temping is still considered to be second best 

in the Mexican workplace. To a large extent, this is a result 

of the working environment for temps, who often receive 

the lowest tier of company benefits. However, the news is 

not all bad; the generation now entering the workforce has 

a much more positive view on CWO.”

CWO allows companies to remain agile and flexible whilst 

minimizing the cost of managing contingent employees 

and mitigating the risk in employing them. In the Mexican 

oil and gas industry, Gómez-Luengo explains that Kelly 

has had successful projects with both TransCanada and 

Halliburton, and soon expects that the market will be 

ready for the introduction of CWO. However, before this 

happens, he predicts that a contraction of the human 

resources market will be necessary, as small to mid-sized 

HR companies would be unable to comply with contracts 

that need to be put in place due to high entry barriers.

Boudewijn Blatter, Business Manager of Full Crew 

Mexico, an HR firm specialized in supplying personnel to 

the o�shore sector, says that for his clients, CWO does 

not make a lot of sense in the long-term. “Although the 

companies that we work with have small operations when 

they first arrive in Mexico, and therefore do not have their 

own HR departments, most of them will do their own HR 

management as they grow and develop in the country. 

There will always be companies that do not want to deal 

with the challenges of HR management in Mexico, which 

can be a tricky market if you do not have the necessary 

expertise, we see that most of our clients will not be 

interested in services like CWO in the longer term.”

Verónica Zenteno Mojica, Partner at Comive, a Mexican 

HR outsourcing services company located in Ciudad del 

Carmen, explains the advantages that HR outsourcing 

o�ers to companies looking to establish operations in 

Mexican projects will normally replace the international 

complement of workers on board a vessel with Mexicans 

once the company feels it has su�cient understanding of 

the Mexican market.”

As a local company, Comive does not have access to such a 

large international database of employees, but employs its 

own methods for helping its clients gain access to the right 

people. “Some companies may be confronted with the 

plight that, when they recruit, they cannot find the suitable 

person for the position. This kind of situation may puzzle 

the operator, and even a�ect the overall work e�ciency 

of a company. And it not only wastes time, money and 

manpower, but also brings a bad e�ect on the entire 

operation of a company,” says Zenteno Mojica. Comive’s 

strategy to overcome this is to collect detailed information 

from its clients about exactly what type of personnel are 

required for particular jobs and projects, and carry out 

recruitment processes in Ciudad del Carmen. “Clients only 

need to inform us of when they want their employees to 

start work, and we will find the right employees in the time 

specified,” says Zenteno Mojica. For when management 

level employees are required, Comive will also work to 

provide Personal Profile Analysis of applicants in order to 

find exactly the type of manager the company requires. 

Specialized in the oil and gas industry, the company 

has a database of many di�erent types of employees 

required by its typical client, from welders, roustabouts, 

painters, storekeepers, crane assistants and motormen, to 

secretaries, interpreters and housekeepers. 

they did wrong, and in this way tailor an approach specific 

to Mexico, based on existing market trends.”

In the oil and gas industry, Gómez-Luengo’s strategy as 

a result of experiences in the US and Canada is to build 

a database of oil and gas professionals. “The lack of 

qualified oil and gas professionals on our books and in 

the workplace in general is the biggest human resource 

challenge in the oil and gas industry at the moment. As well 

as looking at the Mexican talent pool, we are also looking 

south at countries like Venezuela. Venezuela provides a 

good opportunity for Kelly Services, because oil and gas 

workers are willing to consider Mexico as a location, both 

temporarily and permanently. The second area of our 

strategy is to coordinate with universities and academic 

institutions in order to help them prepare for developing 

more engineers for the oil and gas industry, which will be 

demanding many more employees in the years to come.”

Arguably, one of Full Crew’s greatest strengths is its 

international database focused on o�shore operations. 

“Our database allows us to select personnel according to 

experience, age, country and visas, among many variables. 

This allows us to find the right people for the task extremely 

quickly – if a Mexican company wants to hire someone that 

speaks Spanish, and has experience in operating a certain 

type of vessel, we will be able to find them.” Blatter goes 

on to explain that in Mexico, most of the contracts that Full 

Crew fulfils are mainly filled by Mexican personnel. “Even 

foreign companies that bring international personnel to 
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MEXICO BUSINESS GUIDE
POPULATION
Total population: 112 million people
Population growth rate: 0.99%
Average age: 24 years old
Density per km2: 50 people

LANGUAGE
Spanish is the o�cial language of Mexico. However, there are 60 dialects spoken amongst indigenous communities (approximately 
six million Mexicans), which are generally located in the rural areas in the south of the country. As a result, Mexico is one of the most 
linguistically diverse countries in the world. It is important to note that English is widely used in business circles.

POLITICAL SYSTEM
Mexico is a federal republic with a representative democracy, and is made up of 31 states and a Federal District that are free and 
sovereign with respect to matters relating to their internal a�airs, but are nonetheless united as a federation. Mexico City makes 
up the Federal District, the seat of the union and the capital of Mexico. The Federal Government is divided into three branches: 
legislative, executive, and judicial. Legislative power is vested in the General Congress, which is divided into two chambers: the 
House of Deputies and the Senate. The House of Deputies is comprised of 500 representatives from throughout the nation, who are 
elected every three years. The Senate is comprised of 128 senators who are elected through a mixed system in which some senators 
are elected through plurality vote and others through a system of proportional representation. 

LEGAL SYSTEM
Congress and local legislatures play a leading role because they are responsible for enacting the laws that make up the Mexican 
legal system. The Senate must approve international treaties, and the Mexican Constitution preempts conflicting laws. Since the 
entry into force of NAFTA, the Anglo-Saxon legal tradition has had an important influence upon the Mexican legal system, and 
today Mexico’s system can be classified as a hybrid legal system.

Nonetheless, judicial administration takes a secondary role when it comes to lawmaking. This is in contrast to the Anglo-Saxon 
common law tradition in which law is essentially created by the judiciary through precedent. In the Mexican legal system, the 
judiciary has historically been limited to applying the law enacted by the legislature.

It is equally important to note that under certain conditions, judicial decisions may become binding, thus leading to the creation of 
jurisprudence and application in future cases. In recent times, the Supreme Court has begun to assume a fundamental role, and is no 
longer restricted to solely applying laws between individuals and authorities, but rather has begun to fill in the gaps and omissions 
in legislation. Additionally, the Court arbitrates between conflicting decisions handed down by public bodies, thus helping not only 
to clarify the content of the law but also assure its proper application.

JUDICIAL SYSTEM
The Federal Judiciary is comprised of Mexico’s Supreme Court of Justice, the Electoral Court, the Collegiate and Unitary Circuit 
Courts, and the District Courts. The Supreme Court is made up of 11 justices who sit either en banc or in chambers. Generally, both 
en banc sessions and sessions in chambers are open to the public.

ECONOMIC SYSTEM
The power to enact laws and to implement economic measures is shared between Congress and the President. Mexico’s government 
has established and fostered new economic policies which have resulted in the elimination of trade barriers, the reduction of taxes 
through the implementation of free trade agreements, the privatization of state companies, and the development of new rules 
governing foreign investment.
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50% of the personnel would be expats from Mexico and 

the other 50% would be nationals of that country. Here 

in Mexico, Mexicans in the oil industry are earning about  

30%-40% less than the expats in the country doing the same 

job. If I tell very good Mexican workers to go to Colombia to 

work o�shore for 28 days for US$3,000 instead of paying 

them US$1,500 to work in Mexico, it’s a very good deal  

for them. 

Right now, Hegemonía is in negotiations with an 

international company from Bahrain that is coming to 

Mexico to work o�shore. When I made the proposal for 

them with only Mexican workers, they asked me whether 

the salary for Mexican workers was correct. I knew why 

they were asking me: if you send an expat to work in 

Mexico, they are going to earn about 30%-40% more than 

the local workers. That’s why I’m thinking about exporting 

Mexican personnel; even with a significant salary increase 

they can still be more cost-e�ective than expats. 

When we are doing something new, we first have to take 

the easiest step before trying more di�cult ones. That’s 

why we would first go to a country like Colombia, which 

has a similar culture and the same language instead of 

sending our people to Africa, for example.

Q: Which countries are the first targets in your 

internationalization strategy?

A: We will probably send workers to Venezuela, Colombia 

or Brazil first. Even the United States wouldn’t be too 

di�cult, but maybe that would be the second or third step. 

The United States and Canada wouldn’t be too hard to get 

into because of NAFTA. Maybe we could get a contract to 

send some personnel to work just within the terms of that 

trade agreement.

Q: Will drilling companies serve as your main bridge into 

these countries?

A: Yes. The same companies that we work with here are 

also in Venezuela, Brazil and Colombia. Most of them are 

American companies. So, if they work in the Gulf of Mexico 

for the US, I can send them my personnel who they already 

know from working with us here in Mexico. But I need to 

go step by step. 

Q: Historically, Hegemonía was only involved in payroll 

management, but now you o�er many other services. What 

have been the biggest changes for you over the last decade?

A: 10 years ago, businesses handled payrolls very 

di�erently. Now, it is extremely easy to manage them, 

given the tools that we have. My philosophy has always 

been to think ahead. By doing this, you can be steps ahead 

of your customer, ready to o�er them solutions before 

they even know they need them. However, the fact that 

the industry moves so quickly means that there are always 

new problems that need to be solved, and this is why as a 

company we try to improve our performance continuously. 

Q: What is Grupo Hegemonía’s strategy to find 

opportunities for Mexican personnel in other countries?

A: Some Europeans, Americans and Asians question whether 

Mexicans are good workers. In reality, we are very good. We 

are fast learners and we have an instinct to do what needs 

to be done even before anyone asks us. But in Mexico, some 

companies are not asking their personnel to work hard, and 

that has led to this perception. We have a lot of foreign 

people working here in the Mexican oil business, so why 

wouldn’t Mexicans be able to work in other countries? 

In the next five years, I want Grupo Hegemonía to have almost 

the same amount of personnel working in other countries as 

are currently working in Mexico. Right now, the company has 

around 800 people working in the oil business in Mexico, and 

about 700 people working in other industries. I also want to 

increase the amount of people working in the oil business here 

in Mexico to 1,200 to 1,300 people by the end of next year.

Part of our strategy is to train our own personnel and the 

personnel of other companies. Right now, we are in the 

process of establishing a partnership with the Education 

Ministry to give our employees a certification linked to the 

educational area. However, it is not easy, as all certifications 

now need to be international. 

Q: If you were to enter the Colombian market, what would 

the proportion of Mexican and Colombian workers look 

like? And how cost-competitive are Mexican personnel in 

an international context?

A: If I go to Colombia or any other place in the world, maybe 
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INTERNATIONAL TRADE
The import and export industry is a key sector for economic development in Mexico because it has an impact on generating currency 
exchange, technological innovation, attracting foreign investment, and job creation. Globalization has increased interaction with 
international suppliers of raw materials and products, which helps decrease costs associated with marketing goods, developing 
products, and providing services.

Mexico has signed various free trade agreements with its major trading partners, which encourages the importation of goods, 
which are exempt from the General Import Tax.

With the goal of encouraging foreign investment, raising capital, and creating jobs, Mexico has created export promotion 
programmes. These programmes allow for the temporary or permanent importation of supplies and machinery to produce finished 
consumer goods, which can be exported or sold domestically. Through the implementation of these programmes, Mexico seeks to 
reduce or exempt the payment of the General Import Tax, Value Added Tax, and Customs Operation Tax.

Another mechanism for promoting foreign trade with other countries is the Strategic Tax Zone Regime, which allows for the entry 
of goods to be stored, manufactured, or repaired without the payment of taxes.

KEY POINTS

The Constitution requires foreigners who intend to engage in business in Mexico to be considered as Mexican nationals, and 
therefore waive their right to seek protection from their government. 

There are several ways to invest in Mexico, with the most common being the formation of a Mexican corporation, although it is also 
common to make investments through joint ventures, distribution agreements, franchises, or directly by opening a branch of the 
company. 

What are the percentage limitations on foreign investment in Mexico?

Some of the activities in which foreigners can hold up to a 49% stake are: insurance, bonds, currency exchanges, leasing, factoring, 
investment advising, manufacturing and marketing of firearms and ammunition, newspaper publishing, port management, fuel 
supply for ships, aircraft and railway equipment, and telecommunications.

Other activities in which foreigners can have more than a 49% stake with the authorization of CNIE are, among others: airports, 
port services, cellular communications, oil pipeline construction, drilling of oil and natural gas wells, and private education services.

Finally, certain activities are reserved exclusively for Mexicans, such as, land transport of passengers and cargo (with the exception 
of courier or parcel services), retail sale of gasoline and liquefied petroleum gas, development banks, and certain professional 
services.

What are the obligations of foreign investors in Mexico?

All investments must be registered with the RNIE. If the activity requires the authorization of the CNIE, the investor is required to complete 
the necessary applications before making an investment. Once the investment is made the investor must submit annual financial reports, 
and in some cases may be required to submit quarterly reports.

PUBLIC PROCUREMENT
It is the duty of the government to provide basic services for the population, however, many times because of a scarcity of 
financial resources, that obligation is too great and the increasing demand of the population requires that health, infrastructure, 
and education needs are met.

As a result, the government must hire individuals and private entities to collaborate with in order to meet the demands of the population. 
Some of these public procurements are arranged through a public bidding process, an invitation of at least three people (a private bid), 
the direct award of a contract, an auction, or through a competition.

There are other mechanisms for public-private partnerships, such as projects to provide services (PPS), which seek to meet 
collective needs through the joint participation of the private and public sectors, with each party sharing a portion of the risk. Thus, 
the private sector becomes a government services provider, with obligations to build the necessary infrastructure for the service 
provided when required.

KEY POINTS

The general procedure for public procurement is through a process of public bidding, through which the gover- nment seeks to 
obtain the best price, quality, and financial conditions. 

Public expenditure and the principles that govern public procurement are guided by: e�ciency, e�ectiveness, economy, 
transparency, and honesty. 

When a public bid is not the most convenient way to contract, procurement can take place through a private bid, involving at least 
three parties, or through the direct award of a contract. 

A concession is a title issued by the government to a party or a contract entered into by the government with a party which is non-
transferable, subject to termination, and revocable, which allows that party to: (i) exploit and take advantage of state-owned assets 
(a property concession); or (ii) to operate a public service (a services concession). 

Industries in which concessions are granted are: telecommunication, telephone, radio and television, ports, airports, roads, bridges, 
drinking water, and mines, among others. 

CORPORATE MATTERS
Foreign investors can establish a presence in Mexico in order to engage in business activities. This can be done directly, through 
the establishment of a company formed under the laws of Mexico or by acquiring all or part of an existing Mexican company, or 
indirectly, through a commission agreement or distribution contract.

Investors may also enter into a joint venture agreement, which will give them a share in the losses and profits of a business, in one 
or more commercial ventures. There is also the possibility of opening a local o�ce in Mexico or establishing a branch of the foreign 
company.

If an investor intends to engage in business activities that are non-commercial in nature, investors can form non-profit organizations 
and associations, including organizations engaged in welfare services.

Only in rare cases can foreign investors have a majority stake in a Mexican corporation or partnership.

KEY POINTS

There are several types of business organizations, and from a practical standpoint the preferred options are:

a) The formation of a corporation (S.A.) (whose capital is represented by shares); or

b) the formation of a Limited Liability Company (S.R.L.), which blends elements of a corporation and a partnership. Both business 
organizations can adopt a variable capital company model, which allows them to increase and decrease capital without the need 
for a notary public or to register the change with the Public Registry of Commerce.

The S.A. is the most flexible option. The S.R.L. can provide certain tax advantages for U.S. investors, as a “flow-through entity.”

1. What is the procedure for forming a company or corporation?

The requirements are: (i) to obtain a government permit which includes the approval to use a particular name; (ii) that the founding 
partners grant certain powers to attorneys; and (iii) to identify the principal activity in which the entity intends to engage, the 
primary place of business, the names of directors and senior o�cers, and the responsibilities of those o�cers in order to grant 
them su�cient authority.

2. How long does it take to form a Mexican company or corporation?

About three weeks, once all relevant information has been submitted and the government permit has been issued.

3. What is the initial amount of capital needed to start a company or corporation?

The initial amount needed to start an S.A. is MX$50,000, and to start an S.R.L. is MX$3,000, even if the respective company is 
formed as a variable capital company.

Mexican law does not specify a fixed amount of initial capital needed to start other types of corporations or partnerships.

4. Is it necessary for the members of the Board of Directors and o�cers of a Mexican corporation or company to have Mexican 
citizenship or reside in Mexico?

No. It is not necessary for the members of the Board of Directors and o�cers to have Mexican citizenship. Nor is it necessary for 
members of the board and o�cers to reside in Mexico. However, board members and o�cers who will be carrying out obligations 
and exercising authority in Mexico will need a permit from Mexican immigration authorities.

5. What is the minimum number of partners that a Mexican company or corporation must have?

The minimum number of partners is two.

ENVIRONMENTAL LAW
In Mexico, like in other countries, environmental regulations are constantly evolving in response to advances in technology and 
production, which directly or indirectly impact the environment. Today, issues such as climate change, waste, biotechnology, and 
biodiversity are just some of the issues that environmental regulations govern transversally.

Mexican environmental regulations have been enacted to regulate everyday activities so that they do not compromise the needs of 
future generations. These laws are intended to regulate the impact that these activities have on the environment, as well as impose 
liability for those responsible for harming it.

Today, the fight against climate change has become a priority for the Mexican government. Deforestation and the increased use of 
fossil fuels to generate electricity, and in industry and transport, have contributed to an alarming increase in global warming as a 
result of greenhouse gas emissions (GHGs).

Must one obtain authorization before beginning any work or activity that may impact the environment?

Depending upon the type of work or activity planned, one may be required to obtain approval from either federal or state authorities, 
as appropriate. It is also important to consider whether the planned activity is going to be carried out on land that has land-use 
restrictions or is located in a protected natural area. Additionally, state and local licenses and permits must be obtained for projects 
involving environmental matters. 
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INTERNATIONAL TRADE
The import and export industry is a key sector for economic development in Mexico because it has an impact on generating currency 
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KEY POINTS
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the private sector becomes a government services provider, with obligations to build the necessary infrastructure for the service 
provided when required.
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Mexican environmental regulations have been enacted to regulate everyday activities so that they do not compromise the needs of 
future generations. These laws are intended to regulate the impact that these activities have on the environment, as well as impose 
liability for those responsible for harming it.

Today, the fight against climate change has become a priority for the Mexican government. Deforestation and the increased use of 
fossil fuels to generate electricity, and in industry and transport, have contributed to an alarming increase in global warming as a 
result of greenhouse gas emissions (GHGs).

Must one obtain authorization before beginning any work or activity that may impact the environment?

Depending upon the type of work or activity planned, one may be required to obtain approval from either federal or state authorities, 
as appropriate. It is also important to consider whether the planned activity is going to be carried out on land that has land-use 
restrictions or is located in a protected natural area. Additionally, state and local licenses and permits must be obtained for projects 
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LABOUR LAW

The Federal Labour Law (LFT) regulates all aspects of the relationship between employers and employees, including those related 
to minimum salary requirements, maximum work hours, overtime rates, minimum benefits for bonuses, holidays and paid vacations, 
unions, collective bargaining agreements, strikes, and health and safety in the workplace.

The LFT provides rights for employees that go beyond those provided in many industrialized countries. For example, employees are 
entitled to profit sharing, can only be dismissed in a limited number of cases, and have the right to seek reinstatement or severance 
pay if unfairly dismissed.

Employers are required to register with the social security administration and the housing fund. 

KEY POINTS

Employers are also required to register all of their employees with these agencies. Employers are obligated to pay tax contributions 
to these agencies’ funds, and lack of payment or untimely payment by an employer will result in surcharges and late payment 
penalties. 

The fundamental element to determining whether an employment relationship exists is whether a party has agreed to provide 
subordinate services to another party. This type of relationship can exist even if no written contract, or other formality, has been 
entered into by the parties.

Employment contracts must be in writing. If a dispute arises, the employer must provide evidence of the amount and duration of 
wages paid, benefits, and other working conditions. 

A strike involves the complete suspension of all work at a company worksite. Only the labour authority has the power to decide 
whether the majority of employees support the strike once work has been suspended at the company. 

The government agencies responsible for administering social security and the housing fund are empowered to collect from the 
employer unpaid contributions, and to seize company assets to secure payment. 

IMMIGRATION

Immigration has become a growing phenomenon in Mexico in recent years. In this context, the legal status of foreigners in Mexico 
is safeguarded by legal mechanisms enacted by the Interior Ministry, through the National Immigration Institute (INM), a body 
empowered to monitor and regulate the residency of foreigners.

The General Population Law (LGP) establishes the rights and obligations of foreigners, and regulates the di�erent immigration 
statuses that allow foreigners to enter Mexico in order to achieve their objectives, such as conducting business or engaging in 
income-generating activities. As a result, individual visas granted by the Interior Ministry specify the immigration status, and the 
rights and obligations of the foreigner while in the country.

The government has recently implemented the use of the Manual for Immigration Standards and Visas (the Manual), as a means of 
standardizing criteria on a national level with the goal of making the procedures for foreigners more e�cient.

KEY POINTS

1. Are the previously granted FM3s and FM2s issued before the Manual still valid?

FM3 and FM2 immigration documents are still valid for non-immigrants (FM3), and established residents and permanent residents 
(FM2) until their expiration date in accordance with the provisions of the LGP. 

2. When can you change your previously granted FM3 or FM2 for new immigration documents?

The old FM3 and FM2 should be replaced at the normal renewal time by the person named on the immigration document, or in 
case of loss. 

3. Have the criteria for admitting business people into the country changed since the publication of the Manual?

Derived from various international conventions signed by Mexico, the Manual o�ers the existing criteria for the temporary admission 
of business people. The objective is to facilitate the movement of foreign individuals who are contributing to economic development. 
The classification and status for this type of individual is one of a non-immigrant visitor, engaged in lucrative activity, for a maximum 
period of 180 days.

4. During the process, may a foreigner leave the country?

Foreigners who are in the process of changing their immigration status to one of non-immigrant tourist to non-immigrant visitor, 
regularization, administrative review, or other status, or those who have had a fine imposed upon them for breach of obligation, 
cannot apply for an entry and exit permit. These individuals must wait for notification from the Regional Bureau of the National 
Immigration Institute (DG-INM) that their immigration proceeding has been concluded.

In special cases, it is possible to withdraw from a pending proceeding and obtain permission to exit, terminating the proceeding. In 
this case, the foreigner would have to initiate a new immigration proceeding once he or she has returned abroad.

LITIGATION AND DISPUTE RESOLUTION
The Mexican legal system regulates various types of dispute resolution: legal proceedings, arbitration, and mediation.

The parties enter into agreements about the application of the law, methods of dispute resolution, and appropriate jurisdiction, all 
of which must meet the requirements established by Mexican law in order to prevent annulments or frauds against the law. In the 
case that no agreement has been entered into, the law also establishes rules for determining jurisdiction.

With the goal of implementing important reforms, Mexican rules for arbitration have been adopted from the UNCITRAL Model Law.

Likewise, with the goal of expanding access to justice and resolving conflicts through non-confrontational methods and alternatives 
to litigation, our system regulates mediation in various fields.

The Mexican legal system expressly regulates the application of foreign laws by Mexican judges, as well as the recognition, validity, 
and enforcement of foreign awards and judgements, which are intended to have e�ect in Mexico as long as they comply with the 
requirements established by law.

How long can an ordinary trial in Mexico last?

Approximately two years, including an amparo proceeding, which is a procedural remedy, which seeks to restore rights when 
a violation of rights guaranteed under the Federal Constitution has occurred. The length of a trial very much depends on the 
complexity of the matter and the workload of the courts. 

SECURED TRANSACTIONS
When addressing certain issues, such as mergers and acquisitions, restructurings, starting business operations in Mexico, and 
acquiring the essential assets for business, among others, two questions often arise: Where and how does an individual or entity 
obtain the necessary capital to accomplish a project? How is payment of a credit transaction guaranteed?

The most important issue when entering into an agreement granting a security interest is selecting the correct choice of transaction 
for the parties to enter into in order to meet the needs of both parties - the lender and the borrower.

Therefore, it is necessary to analyse the range of possibilities o�ered by Mexican law, taking into account the most important 
elements and distinctive features of each project. These elements often include the economic capacity of the borrower, credit 
references (if applicable), the particular characteristics of each project, the payment structure, the repayment period for the amount 
due, and other characteristics.

What types of pledges exist, and what are the primary di�erences?

There are two types of pledges: The civil pledge, which is governed by private civil law and the pledge without the transfer of 
possession which is regulated by commercial law. In both types, the creditor acquires a security interest. 

a) The civil pledge has as a requirement that the property pledged must transfer possession, this is achieved by: (i) the delivery of 
the pledged asset to the creditor; (ii) the endorsement of the security agreement to the creditor; (iii) the delivery to the creditors 
of non-negotiable instruments and the corresponding registration; (iv) the deposit of the goods in a place where they are available 
to the creditor; or (v) the deposit of the goods in a depository designated by the creditor.

b) The pledge without transfer of possession allows the debtor to retain possession of the collateral. It is especially useful because 
the collateral can be intellectual property rights, accounts payable, inventory, or the entire assets of an individual.

The contract for a pledge without the transfer of possession must be notarized and registered with the Public Registry of Commerce. 
Although the creditor has the right to seek a court order for the sale of the pledged assets, the creditor can become the owner of 
the property through the enforcement of the pledge only with the written authorization of the debtor. This authorization must be 
granted after the pledge is formed.

Can any company enter into a security agreement with a third party?

Yes, as long as this type of activity is allowed for in the articles of incorporation or bylaws. Before entering into a security agreement, 
it is essential to review the articles and bylaws of the company in order to ensure that this type of activity is permitted.

This business guide has been prepared in cooperation with Goodrich, Riquelme y Asociados.

With more than 75 years of experience, Goodrich has a long tradition of standing alongside its clients when helping them make their 
business objectives a reality. By means of a cross practice among service areas and industry teams, our carefully trained lawyers achieve 
an innovative approach towards the rendering of contemporary legal services tailored to the demanding business community worldwide.

We pride ourselves in knowing what drives key industry sectors and are able to provide on a daily basis, the best creative and cost-
e�ective business solutions beforehand. Our clients are medium-sized, as well as leading global companies of numerous nationalities 
and economic sectors.

We ensure that our clients are competently represented wherever their businesses take them. This is 
why, in addition to our network of correspondents in Mexico and our own o�ce in Paris (since 1971), 
Goodrich actively participates as founder firm of the Bomchil Group, an association of independent 
law firms with o�ces in practically every Latin American country. Today, Goodrich has a professional 
and administrative sta� of over 250.
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LABOUR LAW

The Federal Labour Law (LFT) regulates all aspects of the relationship between employers and employees, including those related 
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City. The Spaniards founded the port city of Veracruz on 

the Gulf Coast as the first municipality under the direct 

control of the King of Spain. It became the principal port 

to export and import goods between the colony of New 

Spain and Spain itself and is also the capital of the state. 

Both Ciudad del Carmen and Villahermosa o�er tourists 

a chance to embrace the rich historical and cultural 

importance of the Mayan World. Ciudad del Carmen, an 

island city on the southern coast of the Gulf of Mexico, 

used to be the centre that connected the Mayan and the 

Aztec civilizations. Ciudad del Carmen has belonged to 

several states including Yucatán, Tabasco and Puebla 

before it was o�cially annexed to the State of Campeche 

in 1863. After the Spanish conquest, it became a centre 

for local pirates who came to the island to repair their 

ships and plan attacks against the Spanish rulers during 

the mid-16th century. As an island city in the Laguna 

de Terminos, Ciudad del Carmen’s economy was based 

on the local farming and fishing industry. However, 

the discovery of oil in March 1976 by local fisherman 

Rudesindo Cantarell transformed not only the local 

economy, but also Mexico’s economy. 

Villahermosa, whose name means beautiful village in 

Spanish, is the capital of the State of Tabasco and was 

settled in 1519, when Hernán Cortés arrived by the shore 

of the Grijalva river. Continuous pirate attacks caused the 

city to move further south and be renamed from Santa 

María Victoria to San Juan Bautista. After recurrent attacks 

from the American and French invaders between 1846 and 

1864, Villahermosa was basically wiped o� the face of the 

earth, which explains why this almost 500-year old city 

only has 19th and 20th century buildings and monuments 

remaining. The revival of the city is mostly due to the oil 

boom in the region and the current name of “Villahermosa” 

was adopted in February of 1916.

Mexico City is not only a metropolis that o�ers a wide 

variety of attractions, it is also considered one of the safest 

destinations in Mexico.  As a matter of fact, Mexico City 

is the country’s most important tourist destination with 

about 12 million visitors per year. Mexico City is not only 

the country’s capital and main tourist destination, but 

also its economic centre and home to a big part of major 

domestic and foreign oil and gas companies operating 

in Mexico. The city’s uniqueness is result of a 683-year 

historical revolution, as the present day Mexico City was 

founded by the Aztecs in 1325, making it the oldest capital 

in the Americas. 

When thinking about taking a trip to Mexico, the first 

places that usually come to mind are Cancún, Acapulco, 

Puerto Vallarta and Cabo San Lucas. However, oil and gas 

hubs such as Mexico City, Ciudad del Carmen, Villahermosa 

and Veracruz, and their surrounding areas, o�er relatively 

unknown tourism potential, especially if you are not just 

looking to spend all day on the beach but instead want to 

discover Mexico’s rich history, cultural heritage, spectacular 

nature and local cuisine. 

According to the World Tourism Organization, Mexico 

is the number one destination for international tourists 

in Latin America, and ranks 10th worldwide with 22.4 

million international arrivals in 2010. Over the past 

years, tourist numbers continued to rise despite the 

negative impact of drug violence in particular regions 

on the country’s international reputation. When drug 

violence caught the attention of the international media 

in 2008, tourism in Mexico experienced a sharp drop. 

Visitor numbers from the United States have been slow 

to recover, but still made up about 60% of Mexico’s 

total international visitors in 2010, while visitors from 

other countries have been the engine of Mexico’s  

tourism rebound. 

December 21st 2012 is the end-date of the 5,125-year-

long cycle of the Mayan calendar, which some believe 

will be the date of an apocalyptic event. Mexico’s 

tourism authorities are capitalizing on the international 

attention to invite the world to visit the country’s Mayan 

ruins and archaeological sites. Perhaps unknowingly, 

many of these visitors will spend their holidays closer 

to oil and gas hubs than to Mexico’s traditional tourism 

hotspots. While the following pages are dedicated to 

the main tourist attractions in and around Mexico City, 

Ciudad del Carmen, Villahermosa and Veracruz, below 

we share a part of their rich history. 

Ciudad del Carmen, Villahermosa and Veracruz are 

all located along the coast of the Gulf of Mexico, but 

are not your typical beach destinations. During the  

pre-Hispanic period, Veracruz was primarily inhabited by 

four indigenous cultures: Huastecs, Otomies, Totonacs 

and Olmecs, with the latter being one of the first native 

groups to occupy Veracruz. The Olmecs originally settled 

in the Coatzacoalcos River region, while the Totonacs 

settled in the north-central region of Veracruz, where 

they have survived until the present day in Totonacapan. 

The Totonacs were also the first people with whom the 

Spanish had contact on the American continent and 

welcomed Hernán Cortés by promising him 50,000 

warriors to help defeat Tenochtitlán, today’s Mexico 

TOURISM AROUND MEXICO CITY 

TOURISM POTENTIAL NEAR 
MEXICO’S OIL AND GAS HUBS

the most important museums in the world and displays a large 

collection of pre-Columbian objects from di�erent civilizations 

in Mexico and Central America. Other interesting museums 

include the National History Museum in the Chapultepec 

Castle, the National Art Museum, the Modern Art Museum and 

the Frida Kahlo House-Museum (“Casa Azul”). 

The most recognizable landmark of Mexico City is the 

golden Angel of Independence, located on the Paseo de 

la Reforma Avenue. Reforma was designed over Mexico’s 

oldest passage in the 19th century to connect the National 

Palace with the Chapultepec Castle. Nowadays, this avenue 

is home to the Mexican Stock Exchange and numerous 

corporate headquarters. 

Coyoacán, a former village and now one of the city’s 16 

boroughs, is a very popular place to visit, especially at 

weekends when locals and tourists enjoy food and drinks in 

one of the countless traditional cantinas. Many of the original 

layouts, plazas and narrow streets have been preserved and 

date from the 16th to early 20th centuries. The La Condesa 

and La Roma neighbourhoods near the centre of the city 

are very fashionable and, although mostly residential, are 

filled with restaurants, cafes, boutiques and galleries that 

attract mainly young businesspeople, students and artists. 

Mexico City also makes for an excellent shopping destination 

as you will find everything from souvenirs in bazaars and 

artisanal markets in neighborhoods such as Coyoacán and 

San Ángel to exclusive boutiques and shopping malls in the 

upscale neighbourhoods of Polanco and Santa Fé. 

As a business and tourism destination, Mexico City has 

about 48,600 hotel rooms available per night and every 

major hotel chain can be found in the city. For business 

meetings or conventions, Mexico City o�ers several options 

in strategic locations throughout the city; the main ones 

are the Centro Banamex for exhibitions and meetings, the 

World Trade Center, the Expo Bancomer Santa Fé and the 

Hilton Hotel Reforma.

Looking at Mexico City today, it is hard to believe that this 

“City of Palaces” was founded in one of the main lake areas 

of pre-Hispanic Mexico. The world’s third largest urban area, 

according to some estimates, is located approximately 

2240m above sea level and captivates visitors with its year-

round spring-like climate, thriving street life and abundant 

cultural o�erings.

Mexico City’s uniqueness becomes evident through its 

diversity: ultramodern architecture right next to impressive 

archaeological sites; libraries that used to be colonial 

churches sit beside grand modern department stores; 

international concerts sound in unison with Mariachis in 

the Plaza Garibaldi; and world-renowned Mexican cuisine 

shares the table with innovative international restaurants. 

The best place to get to know Mexico City is the Historic 

City Centre (Centro Histórico). It was originally the site 

of Tenochtitlán, the capital of the Aztec Empire that was 

founded in 1325 and became Mexico City with the arrival 

of the Spanish conquerors two centuries later. The Historic 

Centre was declared a World Heritage Site by UNESCO, and 

is home to colonial-era buildings such as the Metropolitan 

Cathedral and the National Palace (seat of the government) 

on the Plaza de la Constitución (also known as the Zócalo). 

Other attractions in the Centre include the pre-Hispanic 

ruins of the Templo Mayor (Great Temple) as well as 

contemporary buildings like the Palace of Fine Arts and the 

Torre Latinoamericana.

The Xochimilco Ecological Park is the second area in 

Mexico City UNESCO declared a World Heritage Site. It 

is considered by many to be the “Venice of Mexico” with 

canals connecting its chinampas, or “floating gardens”, 

which can be reached by the typical trajineras (large punted 

boats) that give visitors an idea of pre-Hispanic transport.

If you want to learn more about the cultures that flourished in 

the Mexican territory 3,000 years ago, make sure to visit the 

National Anthropology Museum, which is considered one of 
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to recover, but still made up about 60% of Mexico’s 

total international visitors in 2010, while visitors from 

other countries have been the engine of Mexico’s  

tourism rebound. 

December 21st 2012 is the end-date of the 5,125-year-

long cycle of the Mayan calendar, which some believe 

will be the date of an apocalyptic event. Mexico’s 

tourism authorities are capitalizing on the international 

attention to invite the world to visit the country’s Mayan 

ruins and archaeological sites. Perhaps unknowingly, 

many of these visitors will spend their holidays closer 

to oil and gas hubs than to Mexico’s traditional tourism 

hotspots. While the following pages are dedicated to 

the main tourist attractions in and around Mexico City, 
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we share a part of their rich history. 
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all located along the coast of the Gulf of Mexico, but 

are not your typical beach destinations. During the  

pre-Hispanic period, Veracruz was primarily inhabited by 

four indigenous cultures: Huastecs, Otomies, Totonacs 

and Olmecs, with the latter being one of the first native 

groups to occupy Veracruz. The Olmecs originally settled 

in the Coatzacoalcos River region, while the Totonacs 

settled in the north-central region of Veracruz, where 

they have survived until the present day in Totonacapan. 

The Totonacs were also the first people with whom the 

Spanish had contact on the American continent and 

welcomed Hernán Cortés by promising him 50,000 

warriors to help defeat Tenochtitlán, today’s Mexico 
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include the National History Museum in the Chapultepec 

Castle, the National Art Museum, the Modern Art Museum and 

the Frida Kahlo House-Museum (“Casa Azul”). 

The most recognizable landmark of Mexico City is the 

golden Angel of Independence, located on the Paseo de 

la Reforma Avenue. Reforma was designed over Mexico’s 

oldest passage in the 19th century to connect the National 

Palace with the Chapultepec Castle. Nowadays, this avenue 

is home to the Mexican Stock Exchange and numerous 

corporate headquarters. 

Coyoacán, a former village and now one of the city’s 16 

boroughs, is a very popular place to visit, especially at 

weekends when locals and tourists enjoy food and drinks in 

one of the countless traditional cantinas. Many of the original 

layouts, plazas and narrow streets have been preserved and 

date from the 16th to early 20th centuries. The La Condesa 

and La Roma neighbourhoods near the centre of the city 

are very fashionable and, although mostly residential, are 

filled with restaurants, cafes, boutiques and galleries that 

attract mainly young businesspeople, students and artists. 

Mexico City also makes for an excellent shopping destination 

as you will find everything from souvenirs in bazaars and 

artisanal markets in neighborhoods such as Coyoacán and 

San Ángel to exclusive boutiques and shopping malls in the 

upscale neighbourhoods of Polanco and Santa Fé. 

As a business and tourism destination, Mexico City has 

about 48,600 hotel rooms available per night and every 

major hotel chain can be found in the city. For business 

meetings or conventions, Mexico City o�ers several options 

in strategic locations throughout the city; the main ones 

are the Centro Banamex for exhibitions and meetings, the 

World Trade Center, the Expo Bancomer Santa Fé and the 

Hilton Hotel Reforma.

Looking at Mexico City today, it is hard to believe that this 

“City of Palaces” was founded in one of the main lake areas 

of pre-Hispanic Mexico. The world’s third largest urban area, 

according to some estimates, is located approximately 

2240m above sea level and captivates visitors with its year-

round spring-like climate, thriving street life and abundant 

cultural o�erings.

Mexico City’s uniqueness becomes evident through its 

diversity: ultramodern architecture right next to impressive 

archaeological sites; libraries that used to be colonial 

churches sit beside grand modern department stores; 

international concerts sound in unison with Mariachis in 

the Plaza Garibaldi; and world-renowned Mexican cuisine 

shares the table with innovative international restaurants. 

The best place to get to know Mexico City is the Historic 

City Centre (Centro Histórico). It was originally the site 

of Tenochtitlán, the capital of the Aztec Empire that was 

founded in 1325 and became Mexico City with the arrival 

of the Spanish conquerors two centuries later. The Historic 

Centre was declared a World Heritage Site by UNESCO, and 

is home to colonial-era buildings such as the Metropolitan 

Cathedral and the National Palace (seat of the government) 

on the Plaza de la Constitución (also known as the Zócalo). 

Other attractions in the Centre include the pre-Hispanic 

ruins of the Templo Mayor (Great Temple) as well as 

contemporary buildings like the Palace of Fine Arts and the 

Torre Latinoamericana.

The Xochimilco Ecological Park is the second area in 

Mexico City UNESCO declared a World Heritage Site. It 

is considered by many to be the “Venice of Mexico” with 

canals connecting its chinampas, or “floating gardens”, 

which can be reached by the typical trajineras (large punted 

boats) that give visitors an idea of pre-Hispanic transport.

If you want to learn more about the cultures that flourished in 

the Mexican territory 3,000 years ago, make sure to visit the 

National Anthropology Museum, which is considered one of 
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CIUDAD DEL CARMEN AND CAMPECHEVILLAHERMOSA AND TABASCO
With its 523km of coastline, Campeche also makes for 

a beach destination. Most of the beaches frequented by 

visitors are located in the municipalities of Campeche, 

Champotón and Ciudad del Carmen. On the Campechan 

coast, 23 archaeological sites have been located 

underwater. The sites correspond to di�erent time 

periods and even novice scuba divers can swim amid the 

submerged pyramids that were once Mayan temples.

Calakmul is one of the largest ancient Mayan cities ever 

uncovered and was declared a UNESCO World Heritage 

Site in 2002. It is located in the Calakmul Biosphere 

Reserve, the biggest tropical jungle in Mexico and used to 

be the centre of the Kingdom of the Head of the Snake, 

which joined several sites of the Mayan region. Today, 

more than 7,000 structures and 120 monolithic carved 

traces have been found in addition to hieroglyphs that 

give account of the time from 500 AD to 850 AD. The 

buildings on site vary in size from small to enormous, with 

the largest, Structure II, providing magnificent views of the 

biosphere – and even Guatemala. 

Edzná is located near the city of Campeche and used to 

be the regional capital of the Itzás in the western peninsula 

between the years 400 AD and 1,000 AD. It is especially 

known for the architectural and engineering skills of the 

Itzás who constructed a network of channels and dams to 

store and distribute water. 

First-class convention and meeting centres and a great 

variety of international and local hotels can be found in 

San Francisco de Campeche and Ciudad del Carmen. 

In Campeche, the Campeche XXI Convention Centre 

o�ers meeting space and a privileged sea view, making 

it the perfect location to hold conferences, seminars or 

conventions in a di�erent, original and calm setting. The 

new Convention Centre Carmen XXI in Ciudad del Carmen 

o�ers space for up to 1,700 people and is also home to the 

Casino del Mar. 

through the botanical gardens and, of course, indulge in a 

variety of artisanal chocolate treats. 

Ridge Mountain Adventure Route 

Tabasco’s region of hills, rainforests and thermal springs 

o�ers a wide variety of fauna, caves and grottos, making 

it the perfect destination to participate in rappelling 

and hiking. This route also includes a visit to Tapijulapa, 

a “Pueblo Mágico” due to its cobbled paving, red roofs 

and renowned artisans that make traditional handicrafts. 

The trip ends in Kolem Jaa’, an eco-tourist destination 

full of adventure and emotion that o�ers activities in the 

rainforest like hiking, horse riding, rappelling and kayaking. 

Wetlands Route

This route showcases the most important wetland of 

Mesoamerica, the Centla Swamps Biosphere Reserve, 

whose residents include storks, crocodiles and turtles. 

The Park Uyotot-ja’, meaning “House of the Water” in the 

Mayan-Chontal language is located in this reserve.

River Route

Tabasco’s network of the rivers Usumacinta, Grijalva, 

San Pedro and San Pablo o�ers the perfect opportunity 

to practice eco-tourism and adventure tourism. The trip 

includes a visit of the beautiful lagoon of Nueva Esperanza 

with a magnificent view of the natural landscape and 

continues to the San Pedro River that forms four 

consecutive waterfalls. Boca del Cerro is an ideal place to 

take a boat trip or go rafting. 

Olmeca-Zoque Route

This route combines adventure and culture. Archeological 

sites from the Olmec culture (La Venta) and the only site 

from the Zoque culture (Malpasito) that is open to the 

public o�er the perfect opportunity to learn more about 

these ancient cultures. With its breathtaking landscape, 

Agua Selva invites you to enjoy nature to the fullest 

through a variety of activities like safaris, hiking, camping, 

mountain biking, canoeing and much more.

Located in southeast Mexico, the state of Campeche lures 

visitors with its eco-tourism adventures, archaeological 

sites, colonial architecture, stately haciendas, beautiful 

churches and impressive bastions and forts. While Ciudad 

del Carmen evolved from a small city mostly dedicated to 

the fishing industry into the centre of Mexico’s o�shore 

oil industry over the past decades, the state capital San 

Francisco de Campeche remains the state’s tourism hub. 

This city, generally referred to simply as Campeche, was 

declared a UNESCO World Heritage Site in 1999. It was 

founded in 1540 when the Spanish conquered the Yucatán 

Peninsula. The city was a rich and important port during 

the colonial period, but lost much of its power after Mexico 

gained independence. 

Campeche’s historic city centre is home to important 

buildings such as the Cathedral of Campeche and the 

Church of Guadalupe that are protected from destruction 

or alteration by decree. Fragments of the city’s past are 

displayed in cultural centres and museums like the Baluarte 

de San Carlos fort, which now houses the City Museum 

that invites visitors to view pre-Hispanic and colonial 

artifacts alongside photographs and scale models tracing 

Campeche’s development. The Museum of Mayan Culture 

is located within the Fuerte de San Miguel, which was one 

of the six forts constructed to protect Campeche from 

pirate attacks, and exhibits original Mayan artifacts found at 

various archaeological sites around the state of Campeche. 

Outside Campeche and Ciudad del Carmen, much of the 

state’s noteworthy architecture can be found in the former 

haciendas. Most have been turned into luxury hotels, 

spas and other tourist attractions, for example Hacienda 

Blanca Flor, which was founded in colonial times as a 

Franciscan estate and monastic retreat. Blanca Flor served 

as a fortress of the Spaniards, where they fought back the 

attack of the Mayan natives during the “War of Castas” in 

1843. The hacienda has been restored and is now open to 

the public as a rustic hotel about 75km from Campeche. 

Located on the tropical plains of southeast Mexico, 800km 

from Mexico City, Tabasco is home to verdant vegetation 

amid a network of rivers, lagoons, and wetlands that make 

up the third largest freshwater resources in the country. 

Tabasco o�ers a wide variety of eco-tourism developments 

and protected natural areas ideal for exploration, adventure 

and cultural tourism. Villahermosa, Tabasco State’s 

capital, is home to two Pemex subsidiaries, Exploration & 

Production and Gas and Basic Petrochemicals, but is also 

considered the gateway to the Mayan world.

More than 300 flights a week connect Tabasco to the rest 

of the country and to Houston, Texas. To discover Tabasco, 

make sure to follow these major tourism routes: 

Villahermosa Route

Villahermosa, better known as the Southeast Emerald, 

o�ers innumerable attractions in an environment of 

exuberant natural beauty represented in the vegetation of 

its parks, rivers and lagoons. The city also o�ers places of 

great cultural interest, such as “Parque Museo De La Venta”, 

an outdoor museum exhibiting 33 archaeological pieces 

from the Olmec culture. The Center of Interpretation and 

Coexistence with Nature “Yumká” is a majestic park where 

visitors can admire jaguars, pumas, zebras, elephants and 

many other species in freedom. The “Illusion Walk” is a 

project with the objective of presenting Villahermosa as 

one of the most modern cities in the country. The walk 

includes the visit of the Villahermosa Elevated Museum, 

located inside an impressive bridge on the Paseo  

Tabasco Avenue.

Cocoa and Chocolate Route

Enjoy a place full of tradition, taste, smell and colour by 

visiting Comacalcalco. Its enigmatic archaeological area 

features one-of-a-kind Mayan constructions built out of 

clay bricks and oyster shells. This route also includes a 

visit to the Cacao Hacienda, where you will be able to hear 

the history of chocolate and its elaboration, take a walk 
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more than 7,000 structures and 120 monolithic carved 

traces have been found in addition to hieroglyphs that 
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it the perfect destination to participate in rappelling 

and hiking. This route also includes a visit to Tapijulapa, 

a “Pueblo Mágico” due to its cobbled paving, red roofs 

and renowned artisans that make traditional handicrafts. 

The trip ends in Kolem Jaa’, an eco-tourist destination 

full of adventure and emotion that o�ers activities in the 

rainforest like hiking, horse riding, rappelling and kayaking. 
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This route showcases the most important wetland of 
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The Park Uyotot-ja’, meaning “House of the Water” in the 
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with a magnificent view of the natural landscape and 

continues to the San Pedro River that forms four 

consecutive waterfalls. Boca del Cerro is an ideal place to 

take a boat trip or go rafting. 
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sites from the Olmec culture (La Venta) and the only site 

from the Zoque culture (Malpasito) that is open to the 

public o�er the perfect opportunity to learn more about 
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founded in 1540 when the Spanish conquered the Yucatán 
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buildings such as the Cathedral of Campeche and the 

Church of Guadalupe that are protected from destruction 

or alteration by decree. Fragments of the city’s past are 

displayed in cultural centres and museums like the Baluarte 

de San Carlos fort, which now houses the City Museum 

that invites visitors to view pre-Hispanic and colonial 

artifacts alongside photographs and scale models tracing 

Campeche’s development. The Museum of Mayan Culture 

is located within the Fuerte de San Miguel, which was one 

of the six forts constructed to protect Campeche from 
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various archaeological sites around the state of Campeche. 
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attack of the Mayan natives during the “War of Castas” in 

1843. The hacienda has been restored and is now open to 
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amid a network of rivers, lagoons, and wetlands that make 

up the third largest freshwater resources in the country. 

Tabasco o�ers a wide variety of eco-tourism developments 

and protected natural areas ideal for exploration, adventure 

and cultural tourism. Villahermosa, Tabasco State’s 

capital, is home to two Pemex subsidiaries, Exploration & 

Production and Gas and Basic Petrochemicals, but is also 

considered the gateway to the Mayan world.

More than 300 flights a week connect Tabasco to the rest 

of the country and to Houston, Texas. To discover Tabasco, 

make sure to follow these major tourism routes: 

Villahermosa Route

Villahermosa, better known as the Southeast Emerald, 

o�ers innumerable attractions in an environment of 

exuberant natural beauty represented in the vegetation of 

its parks, rivers and lagoons. The city also o�ers places of 

great cultural interest, such as “Parque Museo De La Venta”, 

an outdoor museum exhibiting 33 archaeological pieces 

from the Olmec culture. The Center of Interpretation and 

Coexistence with Nature “Yumká” is a majestic park where 

visitors can admire jaguars, pumas, zebras, elephants and 

many other species in freedom. The “Illusion Walk” is a 

project with the objective of presenting Villahermosa as 

one of the most modern cities in the country. The walk 

includes the visit of the Villahermosa Elevated Museum, 

located inside an impressive bridge on the Paseo  

Tabasco Avenue.

Cocoa and Chocolate Route

Enjoy a place full of tradition, taste, smell and colour by 

visiting Comacalcalco. Its enigmatic archaeological area 

features one-of-a-kind Mayan constructions built out of 

clay bricks and oyster shells. This route also includes a 

visit to the Cacao Hacienda, where you will be able to hear 

the history of chocolate and its elaboration, take a walk 
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MEXICO DF

Mexico City combines its culinary experiences from a 

wide variety of influences to o�er visitors an interesting 

mixture of traditional dishes from di�erent regions. Tacos, 

quesadillas with handmade tortillas and tortas (sandwiches 

with very generous fillings) are staples of the Mexican 

cuisine and can be found on every street corner, whether 

at a restaurant or one of the city’s countless food stands. 

Pre-Hispanic traditional Mexican food is characterized 

by its use of corn, beans, chilies, squash, nopal (cactus), 

tomatoes and avocadoes. Some of the most common 

traditional dishes include enchiladas (stu�ed tortillas 

coated in a tomato and chili sauce), chiles rellenos (peppers 

stu�ed with cheese or meat), mole (sauce made with the 

unlikely combination of chocolate, peppers and other 

spices) and tamales (cornmeal paste wrapped in corn or 

banana husks, often stu�ed with meat and/or vegetables, 

then steamed). 

Mexico is also known worldwide for both its non-alcoholic 

and alcoholic drinks. The most popular non-alcoholic 

drinks are the aguas frescas, available in di�erent flavours 

and made of all kinds of fruits or seeds mixed with water 

and sugar. The three main alcoholic drinks are tequila, 

mezcal and pulque, all derived from the agave plant.

CAMPECHE

Campeche is famous for its strong Mayan influence 

and the use of seafood in its dishes. Shark meat can 

be found as an ingredient in a variety of dishes. One 

of the local favorites in the Campechano cuisine is the 

pan de cazón, tortillas with a mixture of cazón (dogfish, 

a type of shark), and fried beans put on each tortilla 

before stacking them up and covering them in tomato 

sauce. Other popular shark dishes are empanadas de 

cazón, a pastry stu�ed with shredded shark meat and 

papadzules, shredded shark meat, tortillas and hard-

boiled eggs served in a pumpkin-seed sauce. 

If you’re not too keen on the shark meat, opt for the 

camarones al coco (deep-fried jumbo shrimp breaded 

in shredded coconut), panuchos (small cornmeal cakes 

topped with chopped turkey meat and various spices), 

and pámpano en escabeche (grilled fish cooked in 

escabeche sauce). 

A dessert favorite throughout the state of Campeche is 

the dulce de papaya verde, cooked green papaya glazed 

with sugar and honey. Ice-cold agua de horchata, made 

with rice, cinnamon and sugar, is a great way to cool 

down under the hot sun.

VERACRUZ

Bordering the Gulf Coast, Veracruz is often noted for  

its seafood dishes that are usually complemented  

by spicy salsa. Some of the main dishes are camaron a 

la diabla (shrimp in a spicy sauce), chilpachole de jaiba 

(crab stew with Serrano chili) and the most famous 

specialty of the region huachinango a la veracruzana, 

(red snapper in a sauce prepared with tomatoes, 

onions, garlic, olives, chilies and spices). 

Along with the huachinango, two other local favorites 

are arroz a la tumbada (a rice dish baked with a variety 

of local shellfish, and caldo de mariscos (a shellfish 

soup) claimed to cure a hangover. Other regional 

specialties you should make sure to try include pollo 

encacahuatado (chicken in peanut sauce), frijoles 

negros a la veracruzana (black beans with the typical 

Veracruzana sauce), and huevos tirados (fried eggs 

cooked with beans and served with cheese, tortillas, 

fried plantain and arroz a la tumbada). 

Dulce de camote con piña is a very traditional dessert of 

sweetened yam with pineapple. To try an exotic drink, 

opt for the toritos de “la Chata” made of fruit, condensed 

milk and cane liquor. 

TABASCO

According to Conaculta’s series on family cooking, 

Tabasco, more than any other state, has been able to 

maintain the original flavour of its traditional dishes by 

continuing to use pre-Hispanic ingredients and recipes. 

With 145 miles of coast, it comes as no surprise that fish 

and seafood make up a significant portion of Tabasco’s 

cuisine. One of the regional favorites is the pejelagarto, 

which is alligator-head fish seasoned with lime juice and 

chile amashito (a jalapeño-like pepper) that is typically 

served grilled. 

Tabasco is also known for its use of traditional herbs, such 

as the achiote (seed of the bixa orellana tree), as well as 

the Mayan herbs chaya, momo and chipilín. These herbs 

and other regional specialties can be purchased at the 

Pino Suárez market in Tabasco’s capital Villahermosa. 

While there, make sure to try the regional tamales, filled 

with pork, pejelagarto, chicken or iguana and flavoured 

with the traditional herbs. 

Local desserts are based on tropical fruits, for example 

dulce de limón (candied limes filled with coconut). When 

it comes to beverages, Tabasco is most famous for atole, 

a hot, thick corn-based drink and its chocolate-based 

version champurrado. 
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lines. The city is located close to the Chicontepec oil field, 

and the oil and gas industry dominates economic activity 

in the region, and also to the northern beaches of Veracruz 

known as the Costa Esmeralda, and the pre-Colombian 

UNESCO World Heritage Site of El Tajin, which flourished 

between 600 BC and 1200 BC.

The state also has three domestic airports in the state’s 

capital Xalapa, Minatitlán and El Tajín, a 1,122-mile (1,806km) 

rail network and a highway system with almost 9,900 miles 

(15,900km).

Veracruz o�ers highly-trained travel agents and 

conferences and conventions operators to ensure the 

success of any event, whether it is a conference, business 

meeting or a leisure trip. The Convention and Visitors 

Bureau (OVC) of Veracruz - with the support of the Mexico 

Tourism Board - actively promotes the business tourism in 

the state in order to attract di�erent tourism segments to 

the region. The most important business venues include 

the World Trade Centre in Veracruz, the Coatzacoalcos 

Convention Centre and the Grand Tochpan Convention 

Centre in Tuxpan.

Rich in traditions, Veracruz remains one of the states with 

the deepest Mexican roots. It was home to the first Spanish 

colony, named the Villa Rica de la Vera Cruz by Hernán 

Cortés. Everyday use of language changed the name into 

what is now known as Veracruz. In the vicinity of the Villa 

Rica de la Vera Cruz there are several very important points 

that bore silent witnesses to the history on which the colony 

was established. Proof of this is the city of La Antigua, 

where Cortés founded the first city of the Americas and 

its first chapel. The warmth and joy of its people as well 

as its nature and biodiversity make Veracruz a unique 

travel destination. It o�ers something for everyone and 

serves as an ideal location for nature tourism, adventures, 

and relaxing at one of Veracruz’s beautiful beaches while 

enjoying the region’s delicious cuisine.

Nature has been generous to the State of Veracruz; its 

lagoons, countless beaches along its 745km coastline, 

tropical forests, mountains, valleys and rivers o�er visitors 

a unique experience and provide the ideal opportunity to 

go camping, mountain-biking, rappelling, mountaineering, 

paragliding, whitewater rafting and hiking.

Veracruz is home to the highest peak in Mexico: the snow-

capped Pico de Orizaba with a height of 18,484 feet 

(5,745m). A town worth visiting in this region is Cordoba. 

To enter the quaint town, you must ride in a horse-drawn 

carriage or calandria. Attractions that stand out are the Plaza 

de Armas, the Municipal Palace, the Cathedral and the Portal 

de Cevallos with its many cafes and restaurants. In Coatepec 

and Xico, “Pueblos Mágicos”, you can enjoy rich cuisine 

and delicious co�ee. Culture has a special place in Xalapa. 

An indispensable stop is the Museum of Anthropology and 

History, as it boasts one of the most renowned pre-Hispanic 

Mesoamerican collections in the world. 

As one of the largest and most populous cities in Veracruz, 

Poza Rica is an important industrial and commercial 

centre, and central hub for several road transportation 

AN INVITATION TO AUTHENTIC 
MEXICAN FOOD

TOURIST HIGHLIGHTS 

El Tajín Archaeological zone (World Heritage Site)

Ritual ceremony of the Voladores de Papantla 
(World Intangible Cultural Heritage)

Nature and Adventure Tourism in the seven regions

The city of Veracruz, its historic centre and San Juan 
de Ulúa

Boca del Río and its infrastructure to host business 
travelers

El Pico de Orizaba

Tlacotalpan (World Heritage City)

National parks, coral reefs and biosphere reserves
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2012 will be an interesting year for the oil and gas industry. The event set to dominate the year 

is the general elections, when a new parliament and President will be chosen by the Mexican 

populace. However, there are already other events in the oil and gas world to look out for in 2012, 

including a second and possibly even third tender round of integrated service contracts (ISCs).

This chapter takes a look at what 2012 has in store for the oil and gas industry, and looks at the 

ways in which the year could develop as the months pass by. 
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STRATEGIC DIRECTION OF THE 
MEXICAN OIL AND GAS INDUSTRY

as much as 1 million bbl/day, but this will have to happen 

incrementally. In 2012, Pemex says it will launch a round 

of integrated service contracts at Chicontepec, which will 

bring private operators to the field for the first time, and 

expects that this will contribute to eventual production 

growth at the field.

Chicontepec is not the only area where integrated 

service contracts will be introduced in 2012; on June 

19th, the second round of ISCs will be awarded for 

areas in Pemex’s northern production region. Six areas 

are open for bidding, of which four are onshore and 

two offshore. Pemex is hoping to attract more foreign 

contractors to these blocks, and later this year it will 

become clear if they have been successful. However, 

the blocks are being awarded only a few days before 

the 2012 Mexican general election; it remains to be seen 

whether this will have an impact on investor appetite. 

Moreover, the Magallanes, Carrizo and Santuario 

fields, awarded in the first ISC round, are expected to 

start making an increasing contribution to Mexico’s  

oil production.

Deepwater exploration will be high on the list of priorities 

for Pemex in 2012, as the company plans to drill six 

deepwater wells during the year. Until now, Pemex has 

only found gas, and a significant oil discovery could make 

further exploitation of deepwater a much more attractive 

prospect for the NOC. Gustavo Hernández García, 

Subdirector of Planning and Evaluation at Pemex E&P, 

indicated that the Kaxan-1 exploratory well, which will be 

completed by July or August 2012, has a high probability 

of being commercially producing. This year, the company 

is also planning to drill the Supremus-1 and Trión-1 wells in 

the Perdido folded belt, a region that Pemex believes will 

be oil producing.

Shale gas will be another area of focus for Pemex in 2012, 

although exploration for unconventional resources is at a 

much earlier stage than Pemex’s activities in deepwater. 

In 2011, Pemex drilled its first shale gas well in 2011, and 

in 2012 plans to drill three more: Montañes-1, Nomada-1  

and Navajo-1.

The election will be one of the major events of the year in 

Mexico, with the elections taking place on July 1st, and the 

new President taking o�ce at the beginning of December. 

Whoever wins has the chance to shape the future of 

Mexico’s oil and gas industry, for better or worse.

If 2011 was a turning point for the Mexican oil and gas 

industry, then 2012 is the year that Pemex must prove that 

its previous successes were not a chance occurrence. Many 

strategies have been set in place over the last few months 

that must be successfully executed in 2012 in order for 

Pemex to reach its long-term goals. 

Cantarell has been a problem for Pemex since it reached 

peak production in 2004. After dropping from 2.21 million 

bbl/day down to only 449,000 bbl/day in 2011, Pemex 

believes 2012 will be the year that the company manages 

to turn around the decline and once again raise production 

levels at Cantarell. Carlos Morales Gil, Director General 

of Pemex E&P, believes that Pemex would have already 

been able to turn around the decline at Cantarell in 2011 

if it had not been for a shortage of jack-up rigs in the 

Mexican market, which meant that the NOC was unable 

to complete its planned drilling programme for the year. 

With a full complement of jack-up rigs, Pemex hopes to 

increase production at Cantarell to around 480,000 bbl/

day in 2012. It is a relatively small increase compared 

to the massive production levels Cantarell recorded 

last decade, but shows that Pemex understands how to 

manage the decline gracefully, and utilize its assets to their  

fullest extent.

Pemex’s most productive field is currently Ku-Maloob-

Zaap (KMZ), producing 860,000 bbl/day in December 

2011. While the field is not producing as much as Cantarell 

was in its prime, Pemex’s strategy for 2012 is to maintain a 

steady production plateau of around 850,000 bbl/day. It is 

expected that KMZ will reach its natural peak in the coming 

decade, and being able to provide steady production both 

before and after the peak will ensure that Pemex does not 

face the dramatic overall loss of production that it saw after 

Cantarell declined. Pemex will have to make sure that it has 

the rigs required to fulfil the development programmes it 

has for Cantarell and Ku-Maloob-Zaap, but after relaxing 

the drilling rig requirements the NOC increased in 2010, 

it should be possible to find the infrastructure it needs  

to succeed.

Pemex is keen to see its overall production levels raised, 

and the country’s largest but most challenging oil 

producing region, Chicontepec, may yet prove to be the 

key to the NOC’s production worries. Pemex has grand 

ambitions for Chicontepec, and after a few years where 

it seemed as if Pemex would never truly overcome the 

region’s challenging geology, the company’s e�orts were 

rewarded in 2011, with production increasing from 44,700 

bbl/day in January 2011 to 63,900 bbl/day in December. 

By 2026, Pemex hopes Chicontepec will be producing 
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This graph shows Pemex’s planned production scenario until 2026. Activities in 2012, such as deepwater exploration and 

the introduction of ISCs at Chicontepec will play a crucial role in turning Pemex’s vision into reality. For a more detailed 

look at what the impact of 2012 will be in the longer term, please see the article on p.359.
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as much as 1 million bbl/day, but this will have to happen 
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CNH GAINS A TIGHTER GRIP?
In the years to come, the CNH is looking towards internal 

developments to help accomplish its main objectives. For 

starters, the regulator is planning to grow. At the moment, 

there are just over 50 people working at the CNH, a figure 

they plan to double in the next couple of years. With 

regard to their finances, in the first quarter of 2012, CNH 

is expecting a fourfold increase to their 2011 budget of 

approximately US$5.5 million. 

Assuming its new budget is approved, the CNH plans to 

deliver comprehensive safety standards for shallow water, 

deepwater, onshore, and shale gas drilling exploration 

and production. In addition, the CNH will aim to ensure 

Pemex’s compliance with international safety standards 

with help from the International Regulators Forum (IRF), a 

group CNH belongs to and that aims to improve o�shore 

safety standards.

After strong demands from the CNH, Pemex’s gas utilization 

rate at Cantarell increased in 2011 from 79% to 96.5% by 

reducing flaring and venting. For 2012, the regulator wants 

Pemex to go further and increase Cantarell’s gas utilization 

to 97.5%.

Through the improvement of Pemex’s overall operational 

standards, the CNH expects higher exploitation rates of 

hydrocarbon reserves to help raise the country’s profile as 

a key player in the global oil and gas industry. Its extra 

budget and sta� should help achieve this goal in the years 

to come.

NEW BUSINESS MODEL DRIVES 
INTERNATIONALIZATION

change this country, because it introduces a new business 

model that has nothing to do with Congress, politicians 

or the President. Of course, all of these factors have an  

influence on matters, but the major catalyst will be the 

business environment.”

Rather than rushing to bring in any major new reform, 

Campos Echeverría believes that Mexico should wait and 

watch the development of the current contracting system. 

“The new contracting scheme has already been accepted 

in the national mindset and conscience, and Mexico will 

continue to produce oil for the next 80 years. When we 

get to experience the benefits, such as new schools and 

hospitals, our children having jobs in new companies 

entering the Mexican oil and gas industry, we will continue 

to evolve as a country.”

Carlos Campos Echeverría, Managing Partner of BC Legal 

Consulting, believes that in the years to come, Mexico will 

develop into an even more attractive place for foreign 

companies to do business, but he does not think that 

the next President, the Senate, Congress, Pemex or the 

Mexican people will be responsible for bringing about 

this change. Rather, he believes it will all be changed by 

the integrated service contracts that were created in the 

2008 Energy Reform. “It is the economy that has the 

power to change a country if development is supported 

by a legal framework. Politicians can attempt to change 

Mexico, but if there’s no economic development, they 

won’t succeed. Entrepreneurs can do it, but if there’s no 

legal regime, they won’t manage it. The incentive-based 

development contract is the determining factor that will 

IMPACT OF THE ELECTION YEAR
within the parliament.

2012 is also the year of the second round of incentive-based 

contracts and of potential further contracting rounds in 

Chicontepec and deepwater areas. Analysts have argued 

that companies might be less interested in these tenders 

due to uncertainty over what will happen after July 2012. 

If another energy reform is possible after elections, there 

may be more incentive for international companies to wait 

for better opportunities.

Suppliers and service providers that work with Pemex 

often comment that during election years, very little gets 

achieved, because the uncertain nature of the political 

environment impacts the execution capability of the NOC. 

However, Pemex has ambitious plans for 2012. Whatever 

the result of the election, it is very likely that the energy 

sector will experience substantial changes under the  

new administration.

As Mexican politics and Pemex’s activities are closely 

intertwined, an election year is always important for the 

Mexican oil and gas industry. First of all, Pemex’s CEO and 

Mexico’s Energy Minister are appointed by the President 

and it is probable that the new head-of-state will choose 

the incumbents.

The future of Pemex and the oil and gas industry has 

already been mentioned by all three presidential 

candidates. The PRI and the PAN contenders have talked 

about an increase in private investment, which casts 

a positive light on the possibility of new reforms. The 

PRD candidate, placed third in April polls, presented a 

di�erent strategy that includes merging Pemex and CFE 

and heavy investment in refining capacity. Not only will 

a new Mexican President be elected in July, but also 

congressmen and senators. The probability of reform 

in the next administration depends not only on who 

wins the presidency, but also on the party configuration 

EXPECTATIONS FOR 
FUTURE ENERGY 
REFORM? 
MIRIAM GRUNSTEIN
Professor of CIDE

| VIEW FROM THE TOP
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JUAN JOSÉ SUÁREZ COPPEL, CEO OF PEMEX, ON THE IMPACT OF THE ELECTIONS:

“Whilst it would be impossible for operations at Pemex to completely stop during the transition period following an 

election, there will certainly be some consequences once again between July and December 2012. We still have not 

moved past this issue, but we are hopeful that eventually we will be able to. For example, Banco de México is hardly 

impacted at all by the transition period, and this should also be the case at Pemex. However, before this happens, 

we will need to move from depending on approvals from various government bodies, and restrict our interactions to 

a minimum, having a business plan approved once per year. Once this happens, I am confident that everything that 

currently acts to slow us down during the transition period will cease being an issue. It is much easier to change a 

company than to change government institutions. Instead of changing the whole industry, let’s focus on getting the 

Pemex that we Mexicans need. ”

Q: What points do you think should be included in any 

future energy reform?

A: Sharp separation between the regulated entity, 

Pemex, and the regulator, CNH. Right now we have a 

mess, and we have an Energy Minister that is presiding 

over the board of directors of Pemex. The Energy 

Minister cannot be two people at the same time. He 

cannot be a regulator and a policy maker, whilst leading 

the regulated entity and receptor of the policy. That is 

one of the reasons that Brazilian energy reform has been 

so successful because there is constitutional distance 

between the regulated entities, Brazil’s regulator ANP, 

and the Energy Ministry. We need to teach Pemex how to 

comply and partner, and the only chance we have to do 

that is by making Pemex compliant with and receptive 

to rules, and so far it is not. Aside from the fiscal issue 

(where Pemex is completely compliant, because the 

Mexican government can sanction Pemex by denying 

them budget), Pemex is a self-regulating entity with two 

very weak regulators, the CRE and the CNH. We need 

a constitutional amendment, and we need Pemex to 

be a regulated commercial entity, not a self-regulating 

state organisation, that is receptive to regulation and 

receptive to partnership.

Q: Do you think the CNH can step in and play that role? Do 

you think it has the potential to develop into a meaningful 

regulatory agency?

A: If they give it the budget and the personnel and 

the legal power, but right now the law limits its 

empowerment, it has very limited budget and it has no 

personnel. The problem with the regulators in Mexico is 

that the monopolistic nature of the industry has created a 

shortage of specialist personnel. It is a tragedy, because 

in the United States, Norway, Britain and Brazil, there 

are so many sources of specialized personnel because 

the industry is open, so you have companies, ministries, 

universities, and they are producing people with know-

how. Here you don’t, and specialized personnel comes 

from the service companies or from Pemex; those 

are the only two sources. When people move from 

Pemex to the regulatory agency, there is a risk that 

they will still think, feel and act like Pemex executives. 

Therefore, it is fundamental to widen the sources of  

specialized personnel.
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comparison to oil, given the Henry Hub natural gas price 

of US$2.25/MMBtu as of April 2012, but in the long-term, 

there is the potential to decrease Mexico’s dependence 

on imported natural gas.

Gustavo Hernández García, Subdirector of Planning 

and Evaluation at Pemex E&P, says that Pemex cannot 

ignore its shale gas resources, despite its desire to find 

more oil reserves, simply because of the fact that around 

the world, shale gas and unconventional resources 

in general are changing the shape of the oil and gas 

industry, making countries that were previously major 

gas importers less dependent on the reserves of other 

countries. He explains that once the country’s shale 

gas potential resources become bookable reserves, 

then Mexico can start discussing the best way to 

exploit these reserves – be it through contractors, third  

parties, field labs or integrated service contracts. The 

drilling of wells in 2012 should be a good beginning to 

this process, but it will be a few years yet before Pemex 

determines its long-term strategy for exploiting its 

unconventional resources.

The next few years for Pemex and Mexico will be 

extremely interesting. 2012’s events will set the stage 

for 2013, a year when Pemex should be well on track to 

getting itself back on the list of the most influential oil 

companies in the world.

The long term plans for the development of Mexico’s oil 

and gas sector hinge on two main objectives: ensuring 

long term sustainability by maintaining a healthy 

reserve replacement rate, and the increasing crude 

oil production. Specifically, by 2016, Pemex aims to 

increase its production to 3 million bbl/day, from the 

2011 production rate of 2.55 million bbl/day. In 2011, the 

company achieved its goal of raising the rate of reserve 

replacement to above 100%, by achieving a 101.1% 

replacement of 1P reserves. From now onwards, Pemex 

is committed to achieving 100%+ every year. 

Trying to achieve an extra 450,000 bbl/day of production 

whilst simultaneously maintaining its reserve base will 

be no easy feat for Pemex, and the plan will require 

some serious capital investment in both exploration and 

production to be successful. 

Pemex’s plans for deepwater stretch far past 2012, as 

it will take years for the company to get into a position 

where it can comfortably exploit deepwater resources 

to their maximum potential. Once the 2012 exploration 

campaign is complete, the NOC should have a better 

idea of size of oil deposits located at these extensive 

water depths. 

Although Pemex is keen to move to oil discoveries in 

deepwater, it is also evaluating its shale gas potential. 

As a commodity, gas is currently not too attractive in 

CAN PEMEX REACH ITS TARGETS?

HIGHLIGHTS FOR BEYOND 2012

Juan José Suárez Coppel, CEO 
of Pemex

Q: Pemex’s two stated long-term upstream ambitions are to reach its 3 million bbl/day 

production target by 2016, and maintaining a 100%+ 1P reserve replacement rate. Will 

this be possible under Pemex’s current budgetary restrictions? How will you prioritize  

this situation?

The key phrase in this question is ‘budgetary restrictions’. It is a simple situation: if we do 

not have enough money, we will not be able to achieve our targets. The amount we will need 

to invest is well laid out. Currently, Pemex’s development cost per barrel is around US$15. In 

the years to come, this will increase to something between US$17 and US$18. Currently, we 

are producing 1.28 billion Boe per year. By multiplying one figure by the other, we come to the conclusion that we will 

need an annual budget of between US$24 billion and US$26 billion in the coming years in the upstream. With that kind 

of funding, we will be able to reach our objectives.

What is also clear is that we cannot increase production to 3 million bbl/day without ensuring that our reserve 

replacement rate remains above 100%. The way that Pemex reached its productive peak of 3.4 million bbl/day was not 

sustainable, as we reached it by pushing production too hard. However, we started to make amends and as a result, the 

overall production decline was not as bad as the decline at Cantarell. We could reach our target of 3 million bbl/day 

right now, by pushing Ku-Maloob-Zaap in the same way that we pushed production at Cantarell, but we want to maintain 

a stable and sustainable production platform at KMZ until at least 2017. If we want to maintain stable production for 

the years to come, we need to ensure that whilst aiming for higher production, we simultaneously maintain the reserve 

replacement rate.
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replacement to above 100%, by achieving a 101.1% 

replacement of 1P reserves. From now onwards, Pemex 

is committed to achieving 100%+ every year. 

Trying to achieve an extra 450,000 bbl/day of production 

whilst simultaneously maintaining its reserve base will 

be no easy feat for Pemex, and the plan will require 

some serious capital investment in both exploration and 

production to be successful. 

Pemex’s plans for deepwater stretch far past 2012, as 

it will take years for the company to get into a position 

where it can comfortably exploit deepwater resources 

to their maximum potential. Once the 2012 exploration 

campaign is complete, the NOC should have a better 

idea of size of oil deposits located at these extensive 

water depths. 

Although Pemex is keen to move to oil discoveries in 

deepwater, it is also evaluating its shale gas potential. 

As a commodity, gas is currently not too attractive in 

CAN PEMEX REACH ITS TARGETS?

HIGHLIGHTS FOR BEYOND 2012

Juan José Suárez Coppel, CEO 
of Pemex

Q: Pemex’s two stated long-term upstream ambitions are to reach its 3 million bbl/day 

production target by 2016, and maintaining a 100%+ 1P reserve replacement rate. Will 

this be possible under Pemex’s current budgetary restrictions? How will you prioritize  

this situation?

The key phrase in this question is ‘budgetary restrictions’. It is a simple situation: if we do 

not have enough money, we will not be able to achieve our targets. The amount we will need 

to invest is well laid out. Currently, Pemex’s development cost per barrel is around US$15. In 

the years to come, this will increase to something between US$17 and US$18. Currently, we 

are producing 1.28 billion Boe per year. By multiplying one figure by the other, we come to the conclusion that we will 

need an annual budget of between US$24 billion and US$26 billion in the coming years in the upstream. With that kind 

of funding, we will be able to reach our objectives.

What is also clear is that we cannot increase production to 3 million bbl/day without ensuring that our reserve 

replacement rate remains above 100%. The way that Pemex reached its productive peak of 3.4 million bbl/day was not 

sustainable, as we reached it by pushing production too hard. However, we started to make amends and as a result, the 

overall production decline was not as bad as the decline at Cantarell. We could reach our target of 3 million bbl/day 

right now, by pushing Ku-Maloob-Zaap in the same way that we pushed production at Cantarell, but we want to maintain 

a stable and sustainable production platform at KMZ until at least 2017. If we want to maintain stable production for 

the years to come, we need to ensure that whilst aiming for higher production, we simultaneously maintain the reserve 

replacement rate.
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