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Mexico’s policy makers have delivered on the promise of implementing the historic Energy Reform, 

positioning the country as one of the world’s most attractive upstream investment destinations. 

The past year has seen the implementation of the secondary legislation, the strengthening of 

CNH and the opening of the data room, the creation of the country’s new environmental and 

industrial safety regulator, ASEA, the formation of the pipeline network operator CENEGAS, the 

ongoing transformation of PEMEX, and the launch of the much-awaited Round One.

The radical transformation of the Mexican oil and gas industry, combined with the recent drop in both 

oil prices and Mexico’s hydrocarbon production, has positioned PEMEX, private operators, suppliers, 

and service providers at a turning point. Now that the first contracts are soon to be awarded to 

private operators seeking to enter the Mexican market, Mexico Oil & Gas Review 2015 is an essential 

read for all who seek to understand the magnitude of the eagerly anticipated, new opportunities 

that will emerge. The topics presented in this year’s edition are those that matter most to the key 

stakeholders who are driving the industry’s development from a political, regulatory, business, and 

technological perspective, making Mexico Oil & Gas Review 2015 the ultimate industry reference.
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The Energy Reform is being pushed forward, and the Mexican oil and gas sector has finally 

begun its metamorphosis. Bidding processes are in place, with the results of Round Zero already 

announced and both Mexican and international companies now preparing for Round One. Even 

so, the drop in oil prices has generated a great amount of global uncertainty within the industry, 

influencing the investment appetite and upstream opportunity selection processes of NOCs, 

IOCs, and independents. Companies have recognized that the Energy Reform was planned as a 

long-term process and are maintaining their interest while adjusting their strategies.

This chapter explores the current state of the Mexican oil and gas industry, as perceived by the 

public sector dignitaries who were tasked with overseeing this long-awaited opening of the 

market. Alongside them, key PEMEX officials share their views on topics, such as the company’s 

organizational transformation, its financial performance, and its operational highlights. Top 

executives from the private sector analyze the strengths and shortcomings of contract models, 

the impact of the drop in oil prices on the attractiveness of Mexico, and the changing operating 

environment for suppliers and service providers. Additionally, the following pages present an 

overview of the results of Round Zero.
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institutional and regulatory conditions. Moreover, it offers a 

highly competitive portfolio with profitable opportunities 

in hydrocarbons, electricity, and renewable energies.

Q: What impact can PEMEX’s participation in the first two 

shallow water phases of Round One have on its perceived 

competitiveness?    

A: The Energy Reform opens opportunities to new public 

and private investments and brings Mexico up to date on 

international bidding practices and methods for the awarding 

of hydrocarbons exploration and extraction contracts. For 

the first time in the history of Mexico, public tenders will be 

open to national and international companies. The Energy 

Reform established norms, institutions, and weights and 

counterweights that guarantee the commitment of the 

State to competitiveness and transparency. This means 

PEMEX will compete under equal conditions, with the rules 

being the same for all players. No authority will decide the 

results of the tenders at its own discretion. At least four 

entities of the State, two of which are autonomous, will 

participate in the bidding process and in the administration 

of the contracts. Companies will have access to the same 

information, in line with international practices, thus 

guaranteeing a common ground for everybody. CNH, the 

regulatory organ, will supervise the bids and the awarding 

of the contracts in public sessions that will be transmitted 

in real time over the internet. The procedure includes a 

pre-qualification stage, which will ensure that the finalists 

possess proven experience and sufficient financial, technical, 

and human resources to execute the projects they bid on. 

The contracts will be awarded to companies providing the 

highest payment to the State and delivering the greatest 

investment commitment, according to the objective formula 

established by the Ministry of Finance and Public Credit, the 

application of which will be the responsibility of CNH. This 

new regulatory model establishes the highest international 

standards in terms of equality and transparency.

Q: How will SENER ensure the availability of skilled labor, 

given the number of jobs expected to be created over the 

next four years? 

A: With the opening up of the hydrocarbons and electricity 

sectors, qualified professionals and technicians possessing 

Q: What are the main changes in SENER’s energy policy 

achievements since the Energy Reform, and which hurdles 

have to be overcome to make the Reform a success? 

A: One of the most important contributions of the Energy 

Reform is the opening up of Mexico’s hydrocarbons and 

electricity sectors. A little over a year after its approval, 

the Energy Reform is generating structural changes that 

will lead to an increase in Mexico’s energy security and 

competitiveness. 34 companies have registered for the first 

licensing phase of Round One and 27 have expressed their 

interest to participate in the second phase. As a result, we 

can attract capital and state-of-the-art technology to make 

the most of our resources in deepwater and unconventional 

reservoirs in a more efficient manner. This will bring the 

decline in our country’s oil and gas production to an end. 

Another government priority is to guarantee the supply of 

natural gas, an input that the national industry uses in its 

productive processes to reduce production costs. Since the 

enactment of the Energy Reform, six gas pipelines have 

been concluded with seven more under construction, five 

have been awarded, four are under bidding, and eleven new 

projects are to be built in the next few years. With these new 

gas pipelines, natural gas will be supplied to the national 

power company, CFE, which is modernizing its generation 

plants to replace fuel oil and diesel. As for power generation 

matters, the creation of CENACE is a landmark achievement. 

It will operate the wholesale electricity market from the 

start of 2016, where both public and private companies will 

participate under equal conditions.

The Mexican hydrocarbons industry is embedded into 

a global market that, at this moment, is undergoing a 

situation of low oil prices. The current landscape represents 

an international challenge, which makes both public and 

private companies more selective in their investments. 

For Mexico, this situation has entailed implications in the 

public expenditure and could slow down the expansion 

rhythm of sectors with more onerous extraction costs, 

such as shale fields or the Chicontepec area. In view of this 

international landscape, the Energy Reform has shown the 

world the advantages of investing in our country. Mexico 

has a stable democracy, an economy with global presence, 

and macroeconomic stability, which add to the new 

| VIEW FROM THE TOP

SENER SETTING ENERGY 
POLICY TO BENEFIT ALL 
PLAYERS
PEDRO JOAQUÍN COLDWELL
Minister of Energy
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the knowledge and skills to face Mexico’s future challenges 

in energy matters will be required. In 2014, the Strategic 

Program for the Development of Human Resources in the 

Energy Sector was published. This program implements 

mechanisms to best use and promote talent development, 

to identify training needs, and to enable inter-institutional 

coordination between different entities. This will all go 

towards the development of a more competitive and dynamic 

energy sector. For this end, more than 60,000 scholarships 

will be granted to technical, high school, and postgraduate 

students, existing educational programs will be adapted, 

and the development of scientific research, innovation, and 

technological modernization in Mexico will be promoted.

Q: How is the Mexican government seeking to enhance 

the overall competitiveness of SMEs in the oil and gas 

sector so they may benefit from the Energy Reform?

A: The opening up the energy sector to private investment 

will create new opportunities for the Mexican industry. The 

Energy Reform promotes the development of suppliers and 

the strengthening of local production chains through the 

establishment of minimum national content percentages 

which will increase from 25% in 2015 to 35% in 2025. These 

percentages will have to be complied with by any contractors 

operating hydrocarbon projects in Mexico. Likewise, the 

State will give preference to national companies when they 

offer similar prices, quality, and timely delivery conditions. 

The development of suppliers will also be promoted by 

financing training programs, research, and the obtaining 

of certifications through the Public Trust to Promote 

the Development of National Suppliers and Contractors, 

which will be operated by the Ministry of Economy in 

coordination with NAFIN. This trust has an initial budget 

of MX$200 million for 2015, which will increase to MX$300 

million for 2016. Through this trust, the direct participation 

of companies engaged in activities related to the energy 

sector will be promoted. Partnerships between Mexican 

and foreign companies will be encouraged, and we will 

seek an increase in the transfer of technology and of private 

investment between local and foreign companies.  

Q: From SENER’s perspective, what needs to happen to 

make Round One a success?

A: The first of the five phases for Round One was announced 

in December 2014, only four months after the approval of 

the secondary laws. In a record time, the areas and fields 

to be tendered, the contracting model, and the relevant 

technical information were presented. The first tender 

included 14 exploration blocks in shallow waters off the 

coasts of Campeche, Tabasco, and Veracruz. By April 20, 

49 companies had expressed their interest in participating, 

39 had paid for their access to the technical and geological 
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information, and 34 had already registered for the tender. 

The second call was published by late February 2015, 

covering nine fields in shallow waters in Campeche and 

Tabasco, which will be bid on through five extraction 

contracts. Almost all of these fields have certified reserves 

and represent a low production cost. Furthermore, the 

geological risk is considerably reduced, since these fields are 

at the development stage and do not require exploration. 

By May 11, 27 companies had expressed their interest in 

participating and 20 had paid to have access to the Data 

Room. These numbers reflect interest from companies 

with experience, capital, and state-of-the art-technology to 

invest in our country, making it possible to extract resources 

that were not feasible to obtain in the past.

In the following months, the calls for conventional 

resources in onshore and mature fields will be revealed, 

where Mexico offers moderate extraction costs and lesser 

geological risks. Subsequently, the projects to be tendered 

in deepwaters will be published, along with unconventional 

shale oil and gas resources. This diversity of projects will 

present options for operators at all levels and will generate 

new businesses in complementary goods and services.

With the two calls that have already been announced, 

we expect to attract investments of US$21 billion in the 

medium term and to generate over 212,000 jobs, 57,000 

of which will be direct.

C-0112, Mexico Oil & Gas Review (2015)
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THE YEAR IN REVIEW
While 2014 was destined to be remembered as the year 

in which Mexico opened its oil and gas industry to private 

participation, the dramatic drop in oil prices has had an even 

greater impact on the industry. The last 18 months can be 

characterized as having been hectic for the global oil and gas 

industry. Oil prices plummeted drastically during the second 

half of 2014, ending the average price of around US$90-

100 per barrel that the industry had enjoyed for four years. 

Between June 2014 and January 2015, the WTI crude oil spot 

price dropped from a US$107 to US$45, after which it hit its 

most recent low in mid-March at US$43 before returning to 

US$60 by mid-May. The oil price is not expected to return 

to its previous average of US$90-100 over the coming 

years, with differing industry expert opinions indicating an 

expected price range of US$60-70 in the near future. The 

drop has forced companies to adjust their strategy and 

rethink the allocation of their resources. PEMEX did not avoid 

this constraint, which was soon made worse by swinging 

budget cuts. However, amidst this turmoil, the authorities 

pressed on with the Energy Reform, making stalwart 

efforts to set the conditions necessary to open the Mexican 

market to private participation. PEMEX has worked closely 

with CNH and CENAGAS to transfer data, infrastructure, 

and responsibilities. Round One was officially launched in 

December 2014, and CNH’s Data Room opened on time 

and to broad acclaim by mid-january. A large number of 

companies bought access to the data, and many entered the 

pre-qualification stage, proving once and for all the private 

sector’s interest in the Mexican oil and gas industry.

CRUDE OIL PRODUCTION 

During 2014, crude oil production totaled 2.429 million b/d, 

a decrease of 93,000b/d or 3.7%, as compared to 2013. By 

May 2015, production was down another 7.9% and stood at 

2.235 million b/d. This can be attributed to several factors. 

First, a natural decline in production at Cantarell and an 

increase in the fractional water flow of its wells resulted in a 

7.3% decrease in production. Second, the country saw a 3.5% 

decrease in production of extra-light crude oil, primarily due 

to an increase in the fractional water flow of wells in the Pijije 

and Sen fields located in the Samaria Luna business unit of 

the Southern region, as well as a natural decline in production 

at the Crudo Ligero Marino project in the Southwestern 

Marine region. The accident at the Abkatun-A Permanente 

platform slowed down PEMEX’s production by 220,000b/d 

during the first weeks of April. Although PEMEX has stated 

that it will pursue its objective of producing 646,000b/d in 

the Abkatun region by June, the losses, which are estimated 

between US$670-780 million, continue to have an impact on 

the oil company’s production and finances. 

The decrease in crude oil production was partially offset 

by a 2% increase in light crude oil production driven by 

increases in production at the Onel and Chuhuk fields of 

the Abkatún-Pol-Chuc asset, at the Tsimín, Xux, and Xanab 

fields in the Litoral de Tabasco asset, at the Kambesah field 

in Cantarell, and at the Gasífero and Bedel fields of the 

Veracruz asset. Together, these fields increased production 
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of light crude oil by approximately 140,000b/d during 

2014. By the end of 2014, production of crude oil at the Xux 

field, which commenced in June 2014, contributed with an 

average of 38,000b/d to total crude oil production. During 

the first half of May 2015, Ku-Maloop-Zaap maintained its 

position as the largest crude oil producer in Mexico, with 

an output of 862,000b/d out of the 2.235 million b/d 

produced in the country.

CRUDE OIL EXPORTS 

The volume of crude oil exports decreased by 3.9%, from 

1.189 million b/d in 2013 to 1.142 million b/d in 2014. At the 

same time, the 12.8% decrease in the average price of the 

Mexican crude oil basket million from US$98.46 per barrel 

in 2013 to US$86 per barrel in 2014 resulted in an even 

sharper decline in crude oil exports by value. However, 

exports saw an uptick to 1.228 million b/d in the first 

trimester of 2015. 54.9% of that amount was destined to 

the US, 21.5% to Asia, and 23.6% to Europe.

NATURAL GAS PRODUCTION 

During 2014, natural gas production increased by 2.5%, 

totaling 6.532bcf/d, primarily due to a 4.6% increase in 

associated gas production, mainly at Ku-Maloob-Zaap, 

Cantarell, and Litoral de Tabasco. This increase was partially 

offset by a 2.9% decrease in non-associated gas production 

during the period, which was caused by a scheduled 

reduction in drilling activities and the termination of 

production wells at Burgos and Veracruz. Furthermore, 

during 2014, gas flaring increased by 172mcf/d, primarily 

due to scheduled maintenance and unscheduled shutdowns 

of compression equipment located on marine rigs and 

limitations in the capacity to handle and transport natural 

gas. Gas production amounted to 6,305mcf/d during the 

first half of May 2015. Cantarell, with a natural gas output 

of 1,253mcf/d, was the most prolific gas field in this period.

Natural gas production took a small 0.23% (14.4mcf) hit 

to reach an average production of 6.37bcf/d in 2013, with 

691.4mcf/d of nitrogen, which was 109.3mcf/d above 

PEMEX’s 6.261bcf/d target for the year. Associated gas 

production increased at Ku-Maloob-Zaap, Abkatun-Pol-

Chuc, and Burgos, especially in the development of the 

Nejo field in the latter. However, this was partially offset by 

a decrease in non-associated gas production due to the 

natural decline of fields in Veracruz. Gas flaring amounted to 

2.2% (128mcf/d) of the total natural gas produced, well below 

the maximum gas flaring limit of 214.8mcf/d set by CNH

EXPLORATION

PEMEX saw a marked decline in its exploration activity 

during 2014 when compared to the previous year. In 2014, 

PEMEX drilled 14 exploration wells with a success rate of 

33%, a considerable difference from the 38 exploration wells 

drilled in 2013 with a success factor of 61%. In conventional 

plays, PEMEX was only able to complete 18 out of the 30 

wells it had originally planned. This fall can directly be 

attributed to certain budgets not being authorized and 

exploration activities being carried out in more complex 

reservoirs. Nonetheless, the oil company did finish the year 

with some success stories on the exploration side. Important 

discoveries were made in deepwater, such as Exploratus, 

and the Trion, Tsimin, Kunga, and Xun wells were delineated. 

Given that exploration activities are measured in three-year 

periods, 2014 should be seen as part of a cycle. Even if the 

results seem dwarfed by those of 2013, a 33% success rate 

falls within the international average. 

REFINING & CRUDE OIL PROCESSING

During 2014, the total output of petroleum products 

decreased by 4.9% as compared to 2013. This was the 

result of a 5.5% decrease in the volume of crude oil 

supplied by producing fields for processing. By the end 

of 2014, the National Refining System (NRS) recorded a 

negative variable refining margin of US$1.76 per barrel, 

as compared to a negative variable refining margin of 

US$1.84 per barrel by the end of 2013. This was primarily 

due to the decreases in oil and refined product prices, the 

improved performance of gasoline, and the processing of 

a heavier crude oil mix.

Crude oil processing totaled 1,155b/d in 2014, a 5.6% 

decrease when compared to 2013, primarily due 

to scheduled maintenance activities, unscheduled 

maintenance and renovations, as well as operational 

problems resulting from the quality of crude oil supplied by 

producing fields. During 2014, the ratio of heavy crude oil 

to total crude oil processed by the NRS was 43.2%, which 

came as the result of an effort to utilize highly specialized 

equipment to convert residuals and to maximize gasoline 

and diesel output. During 2014, PEMEX’s usage of 

its primary distillation capacity decreased by 4%, as 

compared to 2013, to 69.1% of its total capacity because of 

maintenance activities and renovations. In the first week of 

May 2015, approximately 1,109b/d were refined in Mexico.

Source: PEMEX
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the prequalification process, the final results of which will 

be published on May 15th. Does that ensure that all those 

companies are going to place a bid? We do not know. To be 

honest, the final answer will not be known until July. We are 

aware that currently the market is facing a scenario where 

oil prices have dropped by around 50%. However, when 

companies look at these projects, they are not basing their 

assessment on present market prices but rather on a long-

term perspective. For instance, the blocks from the first 

bidding phase can start production in 2019. By then, the best 

forecast from the futures markets indicate a price expectation 

of around US$70 or higher. Companies are no longer 

planning based on a price level of US$100 per barrel, but 

they are not forecasting US$40-50 either. They are looking 

at US$70 barrels, which is a very healthy price level. However, 

we are certainly under more competitive circumstances and 

oil companies are going to be more selective in the type of 

projects that they pick. 

Q: Some companies feel that the restriction in meetings 

between CNH and the industry will result in limited access 

to information. How are you addressing that?

A: It is true that our transparency standards do not follow 

international practices. We go beyond international best 

practices as we are stricter than other countries. All questions 

about the bidding process have to go through CNH’s website 

and the answers will be treated as public information. The 

bidding day will also be treated specially, according to what 

is established in the guidelines. On that day, the companies 

will present their envelopes, we will open them in front of the 

cameras, and we will announce the winning company on that 

same day. Other countries have very discrete processes, but 

we have to build credibility for Mexico. We are aware of the 

fact that we do not have that yet, it will take time, and it will 

take tough measures like the ones we are taking. In terms 

of information access, our Data Room is state-of-the-art 

and international advisors have said that it is second to 

none in the world. All the information is available and we 

have updated it periodically with specific technical data 

that companies have requested. The companies that have 

paid to access the Data Room receive a hard disk with 2TB 

of encrypted information. Additionally, they have access 

to our physical Data Rooms where they can visualize all 

Q: What hurdles has CNH already overcome and what 

main challenges are left for it to become the independent 

and effective regulator needed by the industry?

A: CNH has three main roles. First, it is CNH’s responsibility 

to develop the National Data Repository which will hold 

all available upstream information. This is part of our 

responsibility to develop and increase the knowledge that 

Mexico has about its subsoil and to advise the government 

on the planning and development of the oil and gas industry. 

Our second role is to be the technical regulatory agency 

for the upstream sector. We issue technical regulations in 

all areas apart from safety and environment, which are the 

responsibility of ASEA. CNH also manages all regulations 

regarding the metering of oil and gas production, which is 

a key component of contract administration. Finally, our 

third role is to run the bidding process for the licensing 

rounds and award the contracts. In this, our main objective 

is transparency. 

CNH’s development has been moving according to 

schedule. We finished Round Zero by providing all our 

technical support to SENER and awarding areas to PEMEX 

based on its technical, financial, and execution capabilities. 

We also released the guidelines for the first phase of Round 

One last December consisting of 14 exploration blocks in 

shallow waters, we announced the second phase of Round 

One in February consisting of nine blocks distributed over 

five areas, and we presented the third phase of Round One 

dedicated to onshore fields in April.

Q: How have external economic factors affected operators’ 

interests in the first bidding stages?

A: The full information will be available on July 15th, when 

we receive the economic proposals and open the envelopes. 

The bidding process contains three stages. In the first one, 

companies acquire the data package available from the 

Data Room and analyze the information. In the second 

stage, these companies present their technical credentials 

and their financial strength. Initially, 49 companies showed 

interest in this round, of which 41 requested access to the 

Data Room and 39 were authorized to enter it. These were 

mostly international oil and gas leaders as well as a few 

Mexican companies. After that, 34 companies went through 

| VIEW FROM THE TOP

BECOMING THE REGULATOR 
THE INDUSTRY DESERVES
JUAN CARLOS ZEPEDA MOLINA
President Commissioner of CNH
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the information arranged in a simple format. Without a 

doubt, all existing information for the areas up for bidding 

is available in the Data Room, creating a level playing field. 

It may be uncomfortable to have to submit questions and 

recommendations through our webpage but it is a small 

price to ensure transparency. 

Q: What will be CNH’s responsibilities regarding the 

minimization of risks? 

A: The way we have split the responsibilities between ASEA 

and CNH is similar to the system in the US, where BOEM 

is in charge of licensing and BSEE takes responsibility for 

regulation, safety, and the environment. The difference is 

that ASEA is responsible for safety and environment from 

upstream to downstream. Some countries such as Norway 

and Australia have a regulator dedicated to upstream, 

while others have a downstream regulator. In our case, 

ASEA is responsible for safety and the environment for the 

oil and gas sector from upstream to downstream, while 

CNH is responsible for the technical conditions. Insurance 

is a very important part of ASEA’s responsibility. 

Q: What steps can CNH take to attract, train, and retain 

a highly skilled labor force now that the competition is 

about to skyrocket?

A: This can be divided in terms of financial resources, the 

availability of human talent, and how we can compete 

with the international oil industry. In terms of financial 

resources, the Energy Reform left us well equipped as we 

can now charge fees for all the services we provide to the 

industry. For instance, companies have to pay to access 

the Data Room. We also charge PEMEX for supervising its 

entitlements as well as charging fees for our supervision 

projects and contract administration services. In less than 

five years, we expect CNH to be financially self-sufficient. 

Right now, we have 150 public servants working here, but 

we will duplicate this number by the summer of 2015. As 

we are not a big agency, 300 employees is going to be a 

reasonable number, especially when compared with other 

international agencies like the NPD in Norway. Our model 

was conceived with around 300 people in mind as well as 

continuous help provided by different consultants. Our 

talent is coming from PEMEX, IMP, and the private sector. 

We want to provide an attractive alternative for people 

who want to serve their country, who want to learn, start a 

career, or work on career development. We are competitive 

in terms of salary and training, and we are able to provide 

scholarships for Master’s degrees and PhDs. We do not 

intend to compete with the big bonuses offered in the oil 

industry, but we are not looking for such people. We are 

looking for people who want to serve their country, which 

is not something every company can offer.  

JUAN CARLOS 
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President Commissioner of CNH
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Commissioner of CNH
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Commissioner of CNH
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Commissioner of CNH
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Commissioner of CNH

HÉCTOR ALBERTO 
ACOSTA FÉLIX
Commissioner of CNH
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Fifth, we will be strategically enforcing these regulations. 

There is not enough manpower to supervise every section 

of the 60,000km of pipelines that traverse the country, the 

six refineries, and every barrel being produced. Therefore, 

we have to be strategic and align our incentives with the 

operators, the reinsurance industry, and the authorities. We 

have a very important incentive to act as everybody wants 

to avoid accidents, and we need to turn that advantage into 

actual inspections as they will enable us to cope with the 

multitude of risks that exist along the value chain.  

Q: How are you going to ensure that ASEA is ready to 

deliver on its responsibilities given the time pressure your 

young organization is under?

A: First of all, we had to manage a highly complex 

responsibility transfer process from other authorities. 

Between January and March 2015 we spent a vast amount 

of time preparing for the orderly and proper transfer of 

84,000 issues that needed to be managed. We are now 

carrying out due diligence for each of these issues in order 

to understand, classify, and characterize them. As of March 

2015, we are entirely concentrated on initial operations, 

managing both the issues that we inherited and new 

ones that come to our attention, such as inspections and 

new permits. Our objective is to provide the market with 

absolute certainty that every issue will be addressed in 

a proper manner. The third of our priorities is preparing 

the new institutional architecture for 2016, which includes 

the new processes, systems, and regulations that will be 

put in place as of 2016. No new regulation or permitting 

process will be issued without the industry having been 

part of their design. Good regulations are developed hand-

in-hand with the industry, they cannot only be written by 

the regulator as we do not have all the information and 

technical, cutting-edge expertise that exists in the market. 

In this sense, regulation in Mexico is reached through 

technical committees dedicated to regulation, which 

include academics and members of the industry, as well as 

staff from NGOs and think-tanks. The result is a regulation 

that has been debated and formed by various stakeholders. 

Q: When do you expect to have the regulatory framework 

ready and published?

Q: What is ASEA’s mandate and how will it achieve the 

objectives laid out for it? 

A: Our creation stems from the Constitution, which gives 

us specific leverage as a newly created institution of the 

Mexican state. Our mandate is to regulate and supervise 

industrial safety and environmental protection throughout 

the entire value chain of the hydrocarbons sector, starting 

from exploration through industrial processes, the midstream 

segment, transportation, and storage. We have a federal 

mandate and Mexico has no other regulator at the regional 

or state level, which makes us a very specific and unique 

regulator for the sector. While ASEA is unique, each country 

has its own regulatory structure which stems from its 

particular conditions. After the Macondo accident, the US 

created a new regulator to specifically look after upstream 

activities in the offshore segment. In Mexico, Congress 

understood that this is a risk-based industry that needs to be 

managed all along the value chain, which is why it  decided 

that it would be best to have one technical regulator for all 

environmental and safety issues, overseeing every player 

including PEMEX. After ASEA was created, the first thing we 

did was to draft our mission, vision, and the principles that 

will guide our everyday actions. Our mission is to guarantee 

people’s safety and environmental integrity while bringing 

legal certainty to the industry. Our vision over the next ten 

years is to be the agency that helped the Mexican oil and gas 

sector become one of the safest and cleanest in the world. 

Q: What are the main risks that you are going to focus on 

across the oil and gas value chain?

A: Each segment, upstream, midstream, and downstream 

entails different kinds of risks. To cope with all these, we are 

rolling out a risk management plan with five points that can be 

applied from deepwater platforms to gas stations. First, every 

operator, regardless of which segment it participates in will 

have to operate under environmental and safety management 

systems. Second, every operator will need to demonstrate 

the financial responsibility and ability to cope with the risks 

inherent to its operations. Third, we will design technical 

regulations based on international best practices garnered 

from around the world. Fourth, we will implement an integral 

permitting process in which customers will have access 

to a one-stop-shop for all licensing and permitting issues. 

| VIEW FROM THE TOP
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A: It is very important to mention that the regulatory 

framework for the environment in the hydrocarbons 

sector already exists as Mexico has a broad array of 

environmental regulations and a strong initial set of 

safety regulations that apply to this industry. We now 

need to work on filling in the gaps where new regulation 

needs to be created. If needed, we will revise the current 

framework in order to have more advanced tools, or add 

to it as we are doing with a new regulation for safety 

systems. It is also important to say that the timeline for 

the implementation of the Energy Reform will determine 

when specific regulations need to be ready. For instance, 

in terms of the schedule and program for Round One, 

the last phase will probably include unconventionals. If 

we follow this timetable, the specific regulation for shale 

will need to be ready probably by the second semester 

of 2016. Summarizing, step one is existing regulation 

plus filling the gaps; step two is enhancing the existing 

regulation through dialogue with the industry; step three 

is creating regulations in areas where it does not exist yet, 

such as shale.

Q: What did the Abkatun incident teach ASEA about the 

gaps that need to be filled to respond to similar situations?

A: ASEA does not handle response actions to emergencies, 

but our role is to analyze the root causes of accidents and 

translate the findings into new practices. In that sense, 

Abkatun and the spill in the Teapa river in Tabasco were 

real learning experiences. In particular, Abkatun forced us to 

rapidly change the way we establish the root cause of such 

an accident in an independent and timely manner. In the past, 

PEMEX did its own analysis and drew its own conclusions, 

which is no longer the case.  Abkatun will mark the first 

time ASEA will carry out a root cause analysis, validate 

the potential third parties that will conduct the analysis, 

participate in every step of the analysis, and receive its 

conclusions at the same time as the operator, PEMEX. ASEA’s 

role in this process is also important because it demands that 

operators show financial responsibility. A root cause analysis 

can help authorities determine fines and other forms of 

administrative sanctions. The Mexican government will be 

imposing such fines and sanctions through ASEA.

Q: How will you engage with the insurance and 

reinsurance industry to pursue the implementation of all 

the preventive measures that you have in mind?

A: We need to standardize the criteria under which different 

elements of the hydrocarbons industry are insured. We 

are also working on setting specific insurance criteria for 

those working upstream, midstream, downstream, and on 

commercialization. We will make sure that each player in 

these subsectors complies with the insurance limits and sub-

limits that ASEA has established. The reinsurance industry 

is already supervising each asset that has been insured. 

Therefore, the work done by that industry is very relevant 

to our activities. Information from the reinsurers’ inspections 

will be shared with ASEA, giving us a strategic overview 

of the main risks in the sector. If one of those risks is not 

properly addressed by the operator, and should the operator 

then lose its insurance coverage, it will automatically lose its 

license to operate in Mexico until the risk is fully managed.

The first layer of inspection will be carried out by the 

operators because they need to operate under safety 

management systems, and such systems provide for 

internal audits. The second layer of inspection, in the form 

of an early warning, is conducted by the insurers. The third 

layer is an inspection carried out by third parties, which 

are certified and tasked with verification activities in the 

sector. The final layer of inspection, focusing on red flags, 

will be carried out by ASEA and its inspectors. 

Q: What is your perspective on the fact that ASEA has the 

unique opportunity and obligation to get things right the 

first time?

A: We have a blank slate to create something extraordinary 

right from the start. We are building a strong institutional 

architecture based on processes, systems, strategic 

objectives, and talent management. We have a one-time 

opportunity to get this right while making sure that day-

to-day operations run smoothly. We have successfully 

transferred and are properly managing 84,000 issues, 

items, permits, and administrative procedures. At the 

same time, we are in the process of building up our 

execution capacity. We already have 90 professionals 

but we need to reach 320 by the end of 2015. The reason 

ASEA has been able to advance despite its limited human 

resources is that SEMARNAT, PROFEPA, CNH, CRE, and 

SENER are providing technical assistance. We stand at 

20% of capacity and we are receiving 80% in technical 

assistance. In addition, we are actively preparing for future 

scenarios and we are continuously working on the one-

stop-shop solution, creating integral processes, forming 

technical regulation based on best practices, improving 

environmental and safety management systems, and 

advising on financial responsibility. We will be putting 

these instruments in place by 2016. Operators can be sure 

that ASEA is a very professional and technical regulator 

that understands the challenges of the industry and is 

committed to ensuring that safety and environmental 

regulations will be an essential part of making the Energy 

Reform a success. We take our mission of guaranteeing 

safety and environmental integrity while providing legal 

and cost-certainty to the industry very seriously. 

C-0112, Mexico Oil & Gas Review (2015)



PUBLIC EXPENDITURE CUTS HAMMER 
PEMEX INVESTMENT BUDGET
The federal government’s decision to cut its public 

expenditure for 2015 by 2.65%, or MX$124 billion (US$8 

billion), would not be a major problem if half that cut 

was not coming from one source: PEMEX’s budget. The 

amount being taken from the PEMEX budget represents 

10.4% of the MX$594.6 billion total expenditure the 

NOC had planned for 2015. Industry experts have widely 

condemned the move, calling it disproportionate and 

stating it threatens to stall the implementation of the 

Energy Reform. Further complicating matters, many 

of PEMEX’s costs cannot be cut, especially its bloated 

payroll. For example, companies such as ExxonMobil with 

a turnover four times higher than PEMEX have less than 

half its staff, with 76,900 employees compared to PEMEX’s 

153,000 at the end of 2014.

It would seem to many economists that the current decline 

in oil prices would provide an ideal opportunity for PEMEX 

to shed staff in an effort to reduce its operating costs, as 

mandated by the federal budget cut. However, cropping 

PEMEX’s unionized staff is a legal minefield. The privileges 

provided by PEMEX’s collective agreement and the 

costs associated with oil and gas exploration and production. 

The Mexican Petroleum Fund was established as an 

autonomous institution whose purpose is to receive, manage 

and distribute public revenues from hydrocarbon production. 

Each year the Mexican Petroleum Fund will transfer up to 

4.7% of the GDP to the federal budget, and revenues above 

that level will go to a long-term savings account. The Fund 

has the mandate to manage long-term savings for the benefit 

of present and future generations, and to and withstand 

adverse macroeconomic shocks. The Energy Reform will 

have broader positive impacts in the Mexican economy, in the 

form of a reduction of electricity costs and natural gas prices, 

an increase in oil production to 3 million b/d in 2018 and 3.5 

million b/d in 2025, an increase in natural gas production 

to 8bcf per day in 2018 and 10.4bcf in 2025, the creation of 

500,000 additional jobs by 2018 and 2.5 million additional 

jobs by 2025, and GDP growth of 1% in 2018 and 2% in 2025.

Q: What are the main objectives of PEMEX’s transformation 

into a productive enterprise of the State?

A: One of the key goals of the Energy Reform is to 

significantly strengthen PEMEX, by transforming it from 

a government entity to a productive public enterprise, 

with full operational, financial and budgetary autonomy 

and a modern corporate governance framework. The 

Q: What is the impact of the Energy Reform on the role of 

hydrocarbon-related revenue on the federal budget and 

Mexico’s long-term financial stability?

A: The main medium-term challenge to public finances in 

Mexico is to cope with falling public sector revenues from 

oil and gas production. Over the last decade, production of 

oil and gas in Mexico has moved from relatively simple, low-

cost fields to more expensive and complex fields, both from 

a technical and geological sense. In simple words, the era of 

cheap oil for Mexico has ended. The decline of the Cantarell 

field since 2004, which has only been partially compensated 

with additional production from other fields, has resulted 

in a decrease in oil production of over a million barrels per 

day, despite the fact that investment in PEMEX has tripled 

in the last thirteen years, from US$9 billion dollars in 2001 

to US$28 billion in 2014, a level on par with other major 

international oil companies. Without the Energy Reform, and 

even before the recent price shock, public finances faced a 

significant challenge, not only because of lower revenues but 

also because of increasing pressures on the budget to sustain 

the additional investment. The Energy Reform will allow us 

to reverse this situation, paving the way to further increases 

of investment in the sector in a more efficient manner, 

particularly through a better diversification of risks, as the 

State will no longer be the only one incurring the risks and 

THE ENERGY REFORM’S 
TOOLS TO PUSH MEXICO 
FORWARD 
MIGUEL MESSMACHER 
Undersecretary of Revenues at the Ministry of Finance and Public Credit
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reform also includes the most ambitious overhaul of the 

tax treatment of PEMEX. While in the past it was taxed 

mostly on an income basis, the current system places 

greater focus on taxing profits, thus allowing the company 

to achieve healthy finances and give an explicit dividend 

to the government only when profits are recorded. In 

those cases where PEMEX earns a contract through a 

bidding round, it will be subject, as any other company, 

to the fiscal conditions established in the contract and 

the bidding process. Another key feature of the Energy 

Reform is to ensure full coordination among every 

regulatory body involved in the implementation of the 

Energy Reform to provide a comprehensive, coherent, 

predictable and harmonic framework that brings certainty 

and competitiveness to the energy sector as a whole.

Q: What will be the role of the Ministry of Finance and 

Public Credit in the new contracting framework for the oil 

and gas industry, and what are your objectives?

A: In the new institutional framework stemming from the 

Energy Reform, the Ministry of Finance and Public Credit 

will be in charge of establishing the economic and fiscal 

conditions of the contracts and their bidding processes. 

Together with the Mexican Petroleum Fund, it will also 

provide oversight of the financial operations of the 

contracts. The main objective of the Ministry of Finance 

and Public Credit is to maximize the revenues from the 

activities of exploration and production of hydrocarbons 

while providing a competitive investment destination for 

oil and gas companies, balancing the risk and reward 

equation through the correct alignment of incentives. The 

design of the fiscal system introduces various types of 

payments defined on different bases, in order to provide 

the right incentives in terms of activity and investment 

under a progressive system that ensures that government 

participation increases with greater project profitability.

As a whole, the E&P industry should comply with a 

minimum average national content level of 25% in 2015, 

reaching 35% by 2025. The government is taking proactive 

steps to promote and ensure that these objectives are 

fulfilled in the most efficient manner. For that reason, the 

Public Trust to promote the Development of National 

Suppliers and Contractors in the Energy Industry was 

created, with the objective of promoting the development 

and competitiveness of local and national suppliers and 

contractors through financing schemes and support 

programs for training, research and certification.

Q: What is the ultimate objective of the Energy Reform 

in terms of achieving long-term economic growth and 

macroeconomic stability for Mexico?

A: The opening of the energy sector seeks not only to 

increase competition and efficiency in the energy sector, 

but also to generate a full set of new participants. Mexico 

has one of the most diverse portfolio of opportunities to 

offer in the world, both in conventional (onshore, mature 

and shallow water) and unconventional (deepwaters, shales 

and Chicontepec) assets. Mexico also has one of the most 

open economies in the world, a stable legal framework, and 

ample human capital. With the Energy Reform, we aim to 

replicate the success that we have achieved in other sectors, 

for example the automotive and aerospace industries, and 

make Mexico into a world-class destination for investment 

in oil and gas exploration and production. Our main goal 

with this as well as the other reforms that President Peña 

Nieto has pushed forward, is clear: to improve the living 

conditions for the people of Mexico.

pressure that may be exerted by the powerful Oil Workers 

Union (STPRM) only exacerbate this. Personal services, 

staff salaries, and social security cost PEMEX MX$90 

billion every year. When pensions and retirement benefit 

commitments are added, this figure reaches MX$133.2 

billion. Finally, interest on the parastatal’s debt adds up 

to MX$53.9 billion, totaling MX$187.1 billion of immovable 

expenses. This means that the only portion of PEMEX’s 

budget that could be cut is that dedicated to investment. 

According to the Treasury, this stood at MX$354.6 billion 

for 2015. However, the consequences of having CAPEX 

take the brunt of these cuts could severely harm PEMEX’s 

competitiveness. This would not only hurt its production 

capacity but the entire service industry that has flourished 

around the former monopoly holder over several decades.

As already announced, PEMEX’s refineries will be the 

first to tighten their belts, since the NOC’s refining and 

petrochemical areas offer lower profit margins than 

exploration and production activities. This announcement 

arrives a few short months after PEMEX signed contracts 

worth US$6.7 billion to build cleaner fuel plants and 

to reconfigure its refineries, in spite of the premise that 

budget cuts should not undermine its ability to supply 

the market with petroleum products. The trimming will 

also affect contracts with service providers that will 

now have to be renegotiated. This fact also emphasizes 

industry concerns that the reformed PEMEX will still be 

administered by the government’s public finances concern, 

instead of the business vision needed to guide the new 

productive enterprise of the state. 
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Natural gas has been favored in the reformed legislation 

due to its low CO2 emissions and rather affordable price. 

The idea is to supply the country with a fuel that will 

increase industrial production, thus helping economic 

growth. CENAGAS, the National Center for Natural Gas 

Control, will ensure a fair market for every company in the 

system and has been given a legal mandate to not favor 

any specific party and optimize competition, resulting 

in better pricing and efficiency. “We will break up the 

vertical integration that PEMEX had as the major producer, 

transporter and distributor of natural gas in the country, 

and we will open new opportunities for private investors,” 

tells David Madero Suárez, Director General of CENAGAS. 

He is confident that the transition of the operation of the 

natural gas pipeline network from PEMEX to CENAGAS will 

help to attract more operators. “I believe the industry will 

be really dynamic in the next two or three decades, and we 

expect many foreign companies to invest in the country,” 

he says, adding that there will be an expansion of the sector 

and more competition among operators. “CENAGAS will 

handle the maintenance of the network and for the first 

two years we will continue our operations through PEMEX, 

so there will be a smooth transition.”

Madero Suárez stresses how lucky Mexico is to be in a 

region with the cheapest natural gas in the world at the 

moment. The country is importing a substantial amount 

of gas and part of the National Infrastructure Plan is to 

increase the number of pipeline connections between 

Mexico and the US. Madero notes that companies are 

already building pipelines in the US to bring gas to the 

interaction points between both countries. He highlights 

the importance of ensuring that the country has the proper 

infrastructure to receive gas from Texas and deliver it to 

Central Mexico. 

The country’s development strategy is highly focused on 

strategic pipelines, but this is not necessarily bad news 

for companies that want to build pipelines that are not 

considered in said plans. “From the 14 projects that we 

have at the moment, it is clear that Merida-Cancun and 

Baja California-Sonora will be commercial pipelines, while 

the initiative to take gas to La Paz by boat is currently being 

tendered by CFE,” explains Madero Suárez. “Furthermore, 

while some pipeline projects are not strategic, they are 

already being offered for other reasons, and more can be 

built as long as they comply with the regulations of CRE. 

Companies interested in building non-strategic pipelines 

should talk to CRE, get the necessary permits, and start 

building.” Madero Suárez points out that there is no 

reason to block their developments. “Neither SENER nor 

CENAGAS will stop anybody from building infrastructure 

in Mexico. This was already stated in the 1995 Energy 

Reform and what we are doing now is fixing the obstacles 

that did not allow that to happen in practice,” he asserts.

 

Although CENAGAS has ambitious plans, it will not cover 

storage projects during the initial five years of the ongoing 

development plan. “The organism decided to take on 14 

projects from the National Development Plan and the 

National Infrastructure Plan, but none of these have to do 

with storage,” comments Madero Suárez. Most of these 

projects have already been assigned to CFE and PEMEX 

so that these can undertake the bidding process. However, 

he believes storage will bring the flexibility that the system 

needs. For this reason, CENAGAS should strive to develop 

plans for storage facilities for the short and medium-term. 

“We are going to analyze the geography and geology of 

the country and we are going to find the best depleted 

reservoirs, since these are the best options for storing gas. 

We will find other viable locations to convert into storage 

facilities,” he shares. Although gas production is expected 

to increase in Mexico, Madero Suárez believes the country 

will continue to be a net importer of natural gas. “In the 

long term, I see a good probability of major growth in the 

domestic natural gas supply. However, we are going to be 

conservative regarding the growth of the domestic supply. 

We want to avoid creating expectations about situations 

that could not materialize,” tells Madero Suárez. He is swift 

to note that, in addition to importing natural gas from the 

US, Mexico is also bringing in LNG, which is significantly 

more expensive. With this in mind, CENAGAS should 

support initiatives to minimize the structural dependence 

on LNG and ensure enough transportation capacity in the 

pipeline system to supply the entire country.

FACILITATING A LEVEL PLAYING 
FIELD FOR NATURAL GAS

“We will break up the vertical integration that PEMEX had 

as the major producer, transporter and distributor of natural 

gas in the country, and we will open new opportunities for 

private investors”

David Madero Suárez, Director General of CENAGAS

C-0112, Mexico Oil & Gas Review (2015)



17

investment curve goes upwards while there is a downward 

trend in production. This obviously raises the question 

of what is wrong and the answer is simple: there is not 

enough public investment in the upstream segment. If we 

want to develop Mexico’s resources so that this situation 

does not repeat itself, we need private investment. In 

order to attract private investments, we had to generate 

the conditions for private investors to come in and help us 

develop the oil and gas and renewables sectors.

Q: The Energy Reform privileges the use of natural gas as 

a transition fuel, but what is SENER doing to ensure that 

Mexico’s objectives for other energy sources are met?  

A: We listened to different stakeholders, but it is worth 

noting that the different sectors of the Mexican energy 

industry are at different stages. The oil and gas sector is 

well established yet the renewables industry is not that 

developed around the world. Mexico has these two elements 

and will not choose between natural gas or renewables. 

Both are equally important to the country’s energy future. 

The Energy Reform aims to make sure that the country’s 

energy mix is diversified. We should not look away from 

any of the natural endowments that we have, as they all 

have crucial parts to play. We have created a market which 

will ensure the same conditions for all actors, either for 

natural gas or in renewables. Furthermore, we created clean 

energy certificates to cater to the state of development 

of traditional energy resources such as oil and gas. The 

point of these certificates is to level the playing field. The 

goal of the new regulator, CENACE, is to make sure that 

these rules are followed and that there is a leveled playing 

field for everyone. As an autonomous organism, CENACE 

will avoid all conflicts of interest and knows that its role 

is to ensure that everyone can compete on an even keel.

This focus on fair play will also lead to a market with clean 

energy certificates, which will make it attractive to invest 

in renewable energy. CENACE also has the responsibility of 

planning for the market, while including the externalities of 

using certain fuels. Taking this into account, there will be 

a punitive fee for the use of traditional fuels for industries. 

This will be part of generating conditions to ensure a level 

playing field: clean energy certificates, externalities, a 

strong regulator, and aligning incentives. 

Q: Is Mexico on track to meet the 2018 targets set by 

SENER at the beginning of the current administration?  

A: Mexico is united about the fact that the energy sector 

should be an engine of economic growth. For that to be 

the case, we had to set up the right conditions so that this 

sector could act as an economic lever. Given the chosen 

trajectory, the public sector was not going to be the only 

responsible party. Accomplishing this goal would require 

a larger effort by all players. The goal was set in order to 

democratize productivity and promote growth, which is 

exactly what is reflected in the National Development Plan 

and the specific sectorial programs that spawned from it. 

The energy sector in Mexico has a history, infrastructure, 

and a model we have to take advantage of. Previously, the 

public sector was the main driver, but our work will now 

be complemented by the strength of the private sector. 

This is basically what the Energy Reform is about. It creates 

the conditions to match and align incentives while creating 

opportunities in other markets that were absent when the 

public sector was the only driver of growth in the energy 

sector. The Energy Reform seeks to generate this growth 

by 2018. The timeline for the increase in hydrocarbon 

production has already been published, with 500,000b/d 

to be added by then. For the electricity sector, we have 

also set up conditions for new participants to develop both 

conventional and unconventional renewable resources. 

This will create markets and regional growth in both of 

these areas, as different states will welcome investors in 

different sectors. We are also generating the conditions 

to make Mexico an attractive investment destination and 

create employment. 

Q: How is SENER ensuring that Mexico will not be facing 

an energy deficit in the future?

A: We did some diagnostics at the beginning of this 

administration with the participation of all stakeholders in 

order to reach a consensus regarding the energy sector. 

We mapped the situation and found ourselves in a position 

to decide upon an energy model for Mexico. We saw that 

oil and gas production reached a peak in Cantarell in 

2003-2004, which was accompanied by a peak in public 

spending. However, when looking at a graph of public 

spending versus oil and gas production, we notice that the 

CREATING A FAIR MARKET 
FOR ALL TYPES OF ENERGY
LEONARDO BELTRÁN 
Undersecretary of Planning and Energy Transition at SENER
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Location 
and Expertise 
Matter
Upstream, midstream, and 
downstream - we’re here for you

In México, thanks to more than 600 professionals and 
decades in the market with our a�  liates, Amec Foster 
Wheeler delivers projects across the production system - 
all the way through refi ned chemicals. 

So, you can now work with just one highly-experienced, 
regionally-focused company for your upstream, 
midstream, and downstream needs.

To fi nd out how we can help you with your next project, 
visit us online at amecfw.com.

amecfw.comconnected excellence in all we do

 twitter.com/amec_fw
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Perhaps the most well-known fallout from the Energy Reform 

was the transformation of PEMEX, the Mexican NOC, into a 

productive enterprise of the state. The true meaning for this 

cryptic description remains somewhat of a mystery. However, 

with the Energy Reform now behind us, certain facts have 

emerged that reveal what the new incarnation of PEMEX 

will look like. Firstly, it is not just the corporate structure of 

PEMEX that has changed, or its fiscal management. The entire 

corporate purpose of the NOC has shifted, allowing it to move 

beyond a web of complex and competing interests that left 

it bloated and old-fashioned. Being a state monopoly gave 

PEMEX the exclusive rights to Mexico’s oil and gas reserves 

but it also became a piggy bank for the government. In 

2013, taxes amounted to 119% and 125% of operating income 

and pre-tax profits, respectively. Against this, PEMEX was 

essentially ordered to extract as much oil as possible, with 

little regard being paid to production costs or profitability. 

The now liberated productive enterprise of the state will be 

able to largely do away with most of these obligations and 

focus on streamlining its operations, maximizing efficiency, 

and creating value.

This transformation will truly be reflected in PEMEX’s 

activities in several ways:

• The new legal framework will allow PEMEX to 

operate with increased flexibility and dynamism. 

• Wholly owned by the Mexican State, PEMEX will 

have the capacity to operate like a for-profit 

company dedicated to value creation 

• Corporate governance will be strengthened 

through a new composition of the Board of 

Directors with enhanced responsibilities and 

accountability, a renovated corporate structure 

with a new regime comparable to that of private 

corporations, and performance assessment 

based on economic objectives 

• PEMEX will be granted greater autonomy in its 

approach to accessing financing and allocating 

spending between CAPEX and OPEX

• PEMEX will be allowed to create its own 

subsidiaries and affiliates, broker alliances, enter 

as a member into associations, and become a 

minority owner in outside entities

PEMEX will be freed from the administrative clutter of being 

a full-fledged government entity and should thus be able 

to compete or collaborate on an even keel with incoming 

players. In this, the Energy Reform has delivered on what it 

promised. However, putting this ambitious plan into action 

will be fraught with peril. For starters, the transformation 

of PEMEX will have to precisely define what the company 

does and, perhaps most importantly, what it does not do. 

Without this very clear definition of responsibilities, its 

reincarnation could appear to encroach on the activities 

of other state-owned enterprises, particularly CFE. As 

the national electricity company is undergoing a similar 

change to PEMEX, and has also been given two years to 

turn a profit, any turf war between the two could hurt their 

operations, but would be even more damaging to investor 

confidence. After all, PEMEX has the opportunity to enter 

the electricity sector, which would see the two productive 

enterprises potentially face off as rivals. This clash could 

also take place in natural gas activities, where PEMEX and 

CFE both have interests in transportation and production, 

as well as cogeneration.  

The changes within PEMEX are not merely taking place at 

the corporate level but are affecting its entire structure, 

including the make-up of its subsidiaries. In order for 

PEMEX to become the efficient operational behemoth 

that the Energy Reform envisions, its subsidiaries will be 

completely reshuffled and restructured. As such, they 

will be reduced from four to just two. In the 1990s, four 

subsidiaries were created, namely PEMEX Exploration and 

Production (PEMEX E&P), PEMEX Refining, PEMEX Gas 

and Basic Petrochemicals, and PEMEX Petrochemical. 

While the first of the four, PEMEX E&P, will continue 

to exist with a revised portfolio, the other three will be 

disbanded and merged into a new subsidiary, PEMEX 

Industrial Transformation. This restructuring aims to allow 

PEMEX to more easily identify and act on opportunities 

in a variety of sectors, without such actions being slowed 

down by excessive bureaucracy. This fits into its new 

role as a productive enterprise and into its new target 

to consistently turn a profit for itself and the State. The 

creation of PEMEX Industrial Transformation involves 

a major rethinking of the NOC’s operating structure. 

While it will take on the operational responsibilities of 

the three dissolved subsidiaries, these will not remain as 

separate divisions. PEMEX Gas and Basic Petrochemical 

sees its former duties reassigned within a number 

of working areas, while PEMEX Refining and PEMEX 

Petrochemical should remain more or less intact within 

one division. Finally, new affiliates, which are smaller than 

full subsidiaries, will be created throughout 2015 to take 

charge of specific areas: drilling, cogeneration, logistics, 

ethylene, and fertilizers. 

PRINCIPAL DETAILS OF PEMEX’S 
TRANSFORMATION
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strengthened us and given us the tools to be successful 

in the international environment. Without any doubt, we 

would be more vulnerable in this new scenario if we have 

not had these changes in our structure. 

Q: IOCs are responding to the lower oil price environment 

by reducing their workforce. Can PEMEX become truly 

value-driven if it does not have the same opportunity?

A: Although there has to be a restructuring in our workforce, 

there will not be massive layoffs in our company. Moreover, 

we will still compete with other oil companies to attract 

and retain the best talent. Our employees are PEMEX’s 

best asset and this will remain the case. PEMEX has to go 

through adjustments to comply with the MX$62 billion 

reduction in its budget while simultaneously increasing 

productivity and flexibility in the management of human 

resources. We will optimize our existing personnel and we 

will anticipate the retirements of those workers that have 

earned the right to retire.  

Q: To what extent has the centralization of PEMEX’s 

procurement processes already enabled it to better 

understand and control spending?

A: With the transformation of PEMEX, we have ensured 

that administrative tasks are streamlined and aligned 

to effectively serve our core business in the exploration 

and production of hydrocarbons. We made a thorough 

reorganization of our corporate structure to move towards 

a scheme of management by processes, rather than by 

functions. Just after the approval of the Energy Act, one 

of our first fundamental changes to modernize PEMEX’s 

purchasing structure was the creation of the Supply and 

Procurement Corporate Directorate, which has helped to 

make the purchasing process more agile and transparent. 

With this, we have homogenized procedures which will 

allow us to save around 5-10% in the US$40 billion in 

purchases we made in 2014. With a more agile structure 

focused on generating value, we have a new way of 

supplying PEMEX that is more efficient, brings us important 

savings, and makes better use of our resources. Our goal is 

to build common strategies where we can consolidate our 

purchasing power worth billions of dollars as we see great 

economic benefits to be accrued through this.

Q: What have been the main achievements in PEMEX’s 

transformation into a productive, value-driven enterprise 

of the state?

A: Last year, the Energy Reform established a great challenge 

for PEMEX: to transform itself into a productive enterprise of 

the state within two years. By 2016, we will be ready to face 

competition in a very different environment to what we have 

been used to. However, to achieve this, we need our efficiency 

levels to surpass the international standards in order to 

become leaders in all the markets we will be competing in 

from now on. In November 2014, the Board approved the 

corporate reorganization plan of PEMEX. This would see 

the transformation of its four existing subsidiaries into two 

new productive state-owned subsidiaries: Exploration and 

Production, and Industrial Transformation. Furthermore, five 

productive state-owned subsidiaries would be created, each 

of which is expected to become an affiliate of PEMEX: Drilling 

and Services, Logistics, Ethylene, Cogeneration and Services, 

and Fertilizers. We have also centralized the divisions 

related to procurement, human resources, legal, finances, 

and strategic planning, among others. These changes will 

allow the integral optimization of our operations based on 

processes, while avoiding redundancy in administrative 

chores. 

Finally, in March 2015, the Board of Directors made 

several executive appointments in line with the company’s 

new structure. This has been PEMEX’s most important 

corporate reorganization in decades, which would not 

have been possible without the new tools granted by the 

approval of the Energy Reform. The new structure will 

promote an agile and flexible organization with the ability 

to adapt quickly to future changes. 

Q: What has been the impact of global economic and 

political developments on PEMEX over the past year?

A: The Energy Reform is one of our most important 

weapons to face the drop in oil prices. We will face this 

challenge as a productive enterprise of the state, with 

more technological and financial resources to extract oil 

from onshore, shallow and deepwater fields, lowering the 

costs and risks of extraction, and making the business more 

profitable. The transformation that we are undergoing has 

| VIEW FROM THE TOP

CREATING AN EFFICIENT 
AND EFFECTIVE 
ORGANIZATION
EMILIO LOZOYA AUSTIN
Director General of PEMEX
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country’s finances. Moreover, the Ministry is part of PEMEX’s 

board, along with other individuals from the private sector. 

All of them understand very well that projects within PEMEX 

have to be visualized in the medium or long term. 

Q: How have the MX$62 billion budget cuts imposed on 

PEMEX affected its ability to meet its investment targets?

A: In order to meet the financial goals established by Congress 

for 2015, PEMEX’s Board of Directors approved a budget 

adjustment plan that involved a 11.5% budget cut, equivalent 

to MX$62 billion (US$4 billion). This cut is consistent with 

the idea of maintaining a balanced financial position in view 

of current oil prices. However, while we implemented this 

budgetary adjustment plan, we aimed to minimize its impact 

on crude oil and gas production, on reserves replacement, 

and on the safety and reliability of PEMEX’s facilities. 

To generate additional savings, we have also begun the 

Austerity and Rational Use of Resources program.

Additionally, the Board of Directors urged PEMEX’s senior 

management to begin renegotiating contracts and fees 

along the entire supply chain in line with industry standards. 

Like many other oil companies, PEMEX is pursuing a 

strategy of renegotiating tariffs with its contractors. This 

strategy has been followed by PEMEX during other cycles, 

so it is involving its contractors in this process. We expect 

this low-price environment to continue for the next two or 

three years. This is a change in the environment which all 

participants need to face together.

Q: How has the Energy Reform changed PEMEX’s financial 

strategy to date?      

A: The Energy Reform is of the utmost importance to 

Mexico and PEMEX. For the first time, after being a 

monopoly holder for the last 77 years, this sector is 

opening up to private participation and PEMEX will be able 

to partner with other companies. The problem of being a 

monopoly holder in a sector as regulated as the Mexican 

energy sector is that we had to invest in absolutely all 

activities along the value chain, even when we were not 

the most efficient producer in some of those sectors. With 

the opening of the energy sector, PEMEX will be able to 

focus on areas where it has competitive advantages and 

can create the most value. This also means Mexico will 

be able to attract companies with more expertise, higher 

efficiency, or better technologies, which might partner 

with PEMEX.

Q: What are the main differences between the 

perspectives of the Treasury and the CFO of PEMEX on 

the development of the Mexican oil and gas Industry?

A: These two roles agree that a strong PEMEX must 

be created so that it can invest in areas where it has a 

competitive advantage. Today, PEMEX has a negative 

capital but that could change if we are able to carry out our 

activities in a more profitable and efficient manner. In terms 

of the different timelines under which both roles must act, 

the Minister of Finance concentrates on the yearly budget, 

but he also cares for the long-term sustainability of the 

| VIEW FROM THE TOP

PEMEX’S FINANCIAL 
STRATEGY AMIDST   
BUDGET CUTS
MARIO BEAUREGARD
CFO of PEMEX

CONSOLIDATED INCOME STATEMENT

2013 2014 CHANGE
2014

(MX$ billion) (US$ billion)

Total sales 1,608.2 1,587.7 -1.3% (20,449) 107,878

Cost of sales 839.6 864.6 3.0% 25,005 58,746

Gross income 768.5 723.1 -5.9% (45,454) 49,133

Operating income 727.6 617.2 -15.2 (110,409) 41,936

Income before taxes and duties 694.8 482.3 -30.6% (212,521) 32,771

Taxes and duties 864.9 746.1 -13.7% (118,760)  50,695

Net income (170.0) (263.8) -55.1% (93,761) (17,925)

Source: PEMEX
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in the Mexican market, companies like Statoil, Petrobras, and 

Shell should be able to achieve the same margins as PEMEX 

if we compare the same areas. If these companies achieve 

higher margins than us, PEMEX should turn to them for 

advice to see what they are doing. Ultimately, I think they will 

be able to reach the same margins as PEMEX.

Q: As part of PEMEX’s budgetary autonomy, it can 

allocate money between CAPEX and OPEX. How will this 

help PEMEX run its finances more efficiently? 

A: PEMEX will use its scarce resources in those activities 

which are more profitable. Part of the distortion in the past 

was that the company was forced to allocate some of its 

CAPEX to certain types of operational activities but that 

will no longer happen. PEMEX can now choose how to 

balance its operational activities and investment priorities.

Q: Why does PEMEX’s 2015 financing strategy have a 

strong focus on domestic and international bonds? 

A: We always want to maintain a diversified base of investors 

within our debt portfolio. PEMEX is a company that has 

most of its receivables in US dollars, which is why we always 

use international markets. International markets, loans, and 

Q: Is there an opportunity for PEMEX to truly pursue value 

creation in areas such as refining or petrochemicals?

A: Changes in areas like refining and petrochemicals will 

take place gradually. Over that time, Mexico will witness 

the entry of other participants in different sectors of the 

energy market. PEMEX will seek to partner with them to be 

able to create more value in areas that were not as profitable 

for us as a monopoly holder. We are also seeking to attract 

international funds to invest in areas such as the revamps 

of our refineries before signing a long-term contract with 

them. By doing so, these renewed refineries will contain 

new equipment and be able to provide the services that 

PEMEX needs. In this way, we can sign an agreement with 

such a fund for the next 10-15 years, ensuring that we will 

have modern refineries for that same timeframe. 

Q: Under which conditions would PEMEX be interested 

in investing in unconventional resources, especially 

considering current oil prices?

A: It will depend on what other companies have to offer 

us. Our priorities are already set within our portfolio of 

upstream projects. There are some projects which we 

do not want to share with anybody, as we are certain 

that we have the expertise and the financial resources to 

handle them by ourselves. There are other areas where 

the capabilities of PEMEX may not be optimal but where 

we could add value by inviting other companies to work 

with us. That is the kind of analysis that we are currently 

carrying out for unconventionals.

Q: What makes PEMEX such a profitable company in 

terms of gross margin?

A: The nature of the areas where oil can be found here in 

Mexico is what makes PEMEX such a low-cost producer. In 

the case of Petrobras, for instance, its gross margin is lower 

because its cost of production is much higher. Once operating 
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ECAs, account for more than 65% of our financing program. 

Approximately 80% of our debt is denominated in foreign 

currencies, particularly in US dollars. We also now have the 

ability to look at innovative financing structures, such as 

Master Limited Partnerships (MLPs) as these provide a way 

to monetize some of our assets and make resources available 

for investment in new projects. We are also looking to invite 

companies in joint ventures for some of the projects.

Q: How do you view the depreciation of the peso, given that 

most of your debt is held in US dollars?

A: For PEMEX the depreciation of the peso is good news, 

since it exports many products. Therefore, our exposure 

to the US dollar helps us in that sense. On the other hand, 

PEMEX’s debt is denominated in US dollars so that does 

not help us. Our financial statements will show both good 

and bad aspects. As for whether the peso will appreciate or 

depreciate, even the Central Bank does not comment on that 

so I cannot comment on the trends of the Mexican peso. 

Q: What is your strategy in terms of hedging for currency 

risk and oil price risk?

A: In terms of currency risk, PEMEX’s debt is denominated in 

US dollars. If we issue debt in other currencies, then we always 

hedge to US dollars. That will continue to be the case as it 

has proven to be helpful in the past, if not this year since the 

dollar has appreciated. In terms of oil prices, PEMEX has no 

hedging program. If one looks at our balance sheet, PEMEX 

is an integrated oil company, with upstream, midstream, and 

downstream activities, which all move in different ways. This 

means that across our balance sheet many activities and 

assets result in a natural hedge for the company. While we 

were naturally affected by the 50-60% reduction in oil prices, 

it did not impact us as much as it could have. 

Q: In the long term, PEMEX could perhaps sell some 

non-strategic assets. How could this help the company 

strengthen its capital position?

24

A: It will depend on how profitable the projects are. This is 

also related to the list of investment projects that we are 

currently working on, some of which are more profitable 

than others. If we have to sell some of our assets, we will 

sell those that represent a less profitable position for the 

company. We cannot comment on which assets we could 

sell to get resources but the logical idea would be to sell 

less profitable assets. 

Q: What was the reason for delaying the farm-out process 

and when should the industry expect these opportunities 

to truly appear?

A: Some of the farm-outs will be signed within 2015. 

Since this is the first time PEMEX has carried out farm-

outs, it involves a difficult process during which we must 

be careful about negotiations. We would rather have a 

good negotiation process, involving the rate of return for 

private companies, than a fast one. One has to propose an 

interesting rate of return, according to the level of risk that 

various companies will take on. For some areas, the risk will 

be higher, which will also be factored into the negotiations.

Q: Which role will PEMEX’s existing pension liabilities play 

in its future and how will changes in the pension scheme 

affect current and future employees?

A: In accordance with the law, we will make no changes  

affecting people who already receive a pension. We are 

addressing this issue by deciding on a new pension regime 

with new parameters for all future employees. Currently, the 

parameters for getting a pension are 25 years of seniority 

within the company and being at least 55 years of age. We 

want to increase those parameters for new employees. The 

challenge is what to do with current PEMEX employees. If 

we are able to increase those parameters for current PEMEX 

employees, we will generate a lot of savings. Negotiations 

are under way, we need to talk to the union about these 

concerns, but it is indeed a very important issue for the 

financial health of the company. The problem is that the 

pension scheme of PEMEX is outdated as its parameters 

date back to 1942. If we move to a new pension scheme, we 

are going to follow the example of other companies, leading 

us to a more normal methodology for our pension system. 

We are looking to increase the pension requirements to 30 

years of seniority within the company and being at least 60 

years of age. These changes will not affect how PEMEX will 

retain the best talent. 

Q: Do you agree with the widespread belief that 2015 is a 

bad year even though PEMEX is also receiving one of its 

highest investment budgets ever?

A: I think the low-price environment is certainly not good 

news for any oil company. However, with the Reform we 

have the tools to face much better a low-price environment, 

and we will make use of them. Thus, I believe there are 

also important opportunities in the new environment we 

are facing.  2010 2011 2012 20132009 2014 *
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PEMEX’S FISCAL REGIME 2014
The taxes and duties paid by PEMEX in 2014 amounted to approximately 32.2% of the Mexican government’s revenues in 

2013 and 30.4% in 2014. The fiscal regime for PEMEX and its subsidiaries became effective in 2006 and was subsequently 

modified from time to time. The Secondary Legislation of the Energy Reform that was enacted in August 2014 introduces a 

new fiscal regime that will be applicable to the new contractual arrangements that will govern exploration and production 

activities in Mexico beginning on January 1, 2015, as well as a new state dividend to be paid by PEMEX and its subsidiaries 

beginning on January 1, 2016. Under the 2014 fiscal regime, PEMEX Exploration and Production was governed by the 

Federal Duties Law, while the other subsidiaries were governed by the 2014 Federal Revenue Law. In 2014, the fiscal regime 

for PEMEX Exploration and Production consisted of the following duties:

ORDINARY HYDROCARBONS DUTY

A rate of 71.5% applied in 2014 to the annual value of extracted production of crude oil and natural gas minus certain 

permitted deductions, and applied to all crude oil and natural gas production other than production from fields located in 

Chicontepec, in the deepwater areas of the Gulf of Mexico, and annual production from specified marginal fields exceeding 

an annual base level of production. Cost deductions could not exceed US$6.50 per barrel of crude oil and US$2.70 per 

million Btu of nonassociated natural gas.

SPECIAL HYDROCARBONS DUTY

A rate of 30% or 36% applied to the value of extracted production of crude oil and natural gas from fields located in 

Chicontepec and in deepwaters areas of the Gulf of Mexico, and to the value of production exceeding an annual base level 

of production from marginal fields, minus certain permitted deductions, subject to the limit established by the Federal 

Duties Law of US$36.86 per boe in 2014.

EXTRACTION OF HYDROCARBONS DUTY

A rate of 15% applied to the value of extracted production of crude oil and natural gas from fields located in Chicontepec 

and in deepwater areas of the Gulf of Mexico, and to the annual production exceeding the annual base level of production 

from marginal fields.

ADDITIONAL DUTY ON HYDROCARBONS

A rate of 52% applied to the value resulting from the multiplication of the difference between the annual Mexican crude oil 

export price corresponding to the field from which such crude oil was extracted, and a threshold price of US$68.04 per 

barrel for 2014, by the extracted volume for the relevant year. This duty applied only to fields located in Chicontepec and in 

the deepwater areas of the Gulf of Mexico, and production exceeding base production from marginal fields, and only if the 

Mexican crude oil export price per barrel of the extracted crude oil was greater than the threshold price.

HYDROCARBONS DUTY FOR THE STABILIZATION FUND

Rates between 1% and 10% applied to the value of the extracted crude oil production when the weighted average Mexican 

crude oil export price for 2014 exceeded US$22.00 per barrel. These rates applied to all crude oil production other than 

production from fields located in Chicontepec, in the deepwater areas of the Gulf of Mexico, and production exceeding an 

annual base level of production from specified marginal fields.

DUTY FOR SCIENTIFIC AND TECHNOLOGICAL RESEARCH ON ENERGY

A rate of 0.65% of the value of extracted crude oil and natural gas production applied in 2014.

DUTY FOR OIL MONITORING

A rate of 0.003% applied in 2014 to the value of extracted production of crude oil and natural gas for the year.

EXTRAORDINARY DUTY ON CRUDE OIL EXPORTS

A rate of 13.1% applied to the value resulting from the multiplication of the difference between the annual weighted average 

Mexican crude oil export price and the budgeted crude oil price, by the annual export volume. The budgeted crude oil 

price for 2014 was US$85.00 per barrel. 

DUTY TO REGULATE AND SUPERVISE THE EXPLORATION AND EXPLOITATION OF HYDROCARBONS

A rate of 0.03% applied to the value of extracted production of crude oil and natural gas.

Source: PEMEX
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Every company is different, every project unique. At Weatherford, 
we believe in getting every job right by listening to your concerns 
and working with you to meet your needs and your expectations. 
From start to finish, our resources are focused on your objectives.

Contact and collaborate with us at weatherford.com
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new business development area. Besides this, we are trying 

to align our new businesses and alliances with the migration 

of the COPFs and CIEPs service contracts with the current 

operators. The corporate directorate analyses the creation of 

alliances and new business while we operate and manage the 

alliances. We are in the process of clearly defining who will 

supervise what areas.

Q: What are your ambitions for farm-outs in the near 

future?  

A: We sent our first initial unofficial proposal for farm-outs 

in shallow waters to SENER on August 13, 2014 when the 

Round Zero results were presented. Three of our intended 

16 farm-outs are in shallow waters: Ek, Bolontikú, and Sinán. 

It is now up to SENER to analyze our proposal and decide 

whether to do the farm-outs concurrently with the second 

bidding phase of Round One. We have also submitted the 

onshore farm-outs for Ogarrio, Rodador, Cárdenas, Mora, 

and Samaria, and the three extra-heavy oil farm-outs of 

Ayatsil, Tekel, and Utsil. That means we have submitted 

proposals for 11 out of the 16 potential farm-outs. The five 

that have not seen proposals so far are the deepwater 

fields of Kunah, Piklis, Trion, Exploratus, and Maximino. 

Q: How does the drop in oil price and PEMEX’s budget cut 

affect the appetite for farm-outs?    

A: All of PEMEX’s farm-outs currently being considered 

are existing production fields with proven reserves. This 

means companies definitely have the desire to invest there. 

The risk is very low due to certified proven reserves and 

infrastructure is already deployed. These fields are easy 

to handle, the production can rapidly be put into stream, 

and the initial investment can quickly be recovered. 

Additionally, the first farm-outs will be in shallow waters, 

which have low production costs. 

Q: Is it attractive for PEMEX to consider farm-outs beyond 

the original 16 fields in order to access capital?

A: All players in the Mexican oil and gas industry are going 

through a learning curve. This means we would like to see how 

the farm-out process goes before thinking about extending 

it to more fields. Apart from the 16 fields already listed, we 

could consider Supremus in deepwater, and unconventionals. 

Q: How is the transformation of PEMEX into a productive 

enterprise of the state influencing PEMEX E&P’s upstream 

strategy and priorities?  

A: During the last year, we have been focusing on the 

challenges that PEMEX E&P is facing, such as the effects of 

the Energy Reform, Round Zero, and Round One, and the 

transformation of the company. The main challenge is to 

align the reorganization of the upstream division with the 

rest of the company. These are two parallel efforts that are 

taking place concurrently and we have devoted resources 

to both our operational strategy and the tactical exploration 

of the limits and boundaries of the responsibilities of each 

division within the new PEMEX organization to define 

which current responsibilities of PEMEX E&P are moving to 

the finance, planning, alliances and new business, and R&D 

divisions of PEMEX. Within PEMEX E&P we have a very 

clear division for our upstream activities: exploration on 

one side, and development and production on the other. 

We seek to bring both to the same level, granting them the 

same efforts, imaging, and resources. At the same time, we 

have to keep working on Round One and on the blocks we 

got in Round Zero.

Q: Certain activities that were not core to PEMEX E&P 

have been centralized within PEMEX. How will this help 

PEMEX E&P truly focus on exploration, development, and 

production?

A: We have always been focused on exploring and producing. 

While maintaining this focus, PEMEX E&P must be aligned 

with procurement requirements. Our procurement has 

to be smart, as it includes the business intelligence unit 

that monitors the market behavior. The market is rapidly 

changing due to the current oil prices, which means our 

procurement area must seek to reduce the costs of certain 

services, especially those for which a daily rate applies, and 

obtain better conditions for our operations. The finance area 

will also play an important role for us, as we need it for our 

day-to-day operations. We are in the process of aligning 

our service level agreements (SLAs), to ensure everyone 

within PEMEX E&P understands what needs to be done both 

operationally and financially. We cannot just receive a budget; 

we have to make sure it is carefully and properly allocated 

to keep operations running. Finally, we are focusing on our 

CREATING A FAIR 
MARKET FOR ALL     
TYPES OF ENERGY
GUSTAVO HERNÁNDEZ 
Director General of PEMEX E&P
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When PEMEX, the long-time monopoly holder of Mexico’s 

hydrocarbon resources, was transformed into a productive 

enterprise of the state, there was broad speculation about 

the assets that the government would allocate to PEMEX 

in order to be able to create value in a competitive market. 

Transitory Article 6 of the Constitutional Reform addressed 

this situation, stating that PEMEX would submit a proposal 

to the Ministry of Energy concerning the exploration areas 

and hydrocarbon reserves that it wished to keep before 

the authorities formally opened up tenders to the private 

sector. This process is known as Round Zero.

On March 21, 2014, PEMEX sent its official request of the 

exploration areas it wished to keep to SENER. The oil 

company asked for 83% of the probable reserves and 31% 

of the prospective resources. PEMEX explained its request 

saying that these areas will enable the oil company to 

maintain the current production level and ensure future 

growth. This is an important part of its strategy, since 

PEMEX was producing close to 2.5 million b/d when 

Round Zero took place, and the majority of this production 

was coming from fields that show signs of decline or are 

expected to start their natural decline in the coming years. 

On August 13, 27 and 29, 2014, the Ministry of Energy 

awarded 489 entitlements to PEMEX, of which 108 were for 

exploration and 381 for production. In addition to keeping 

all producing fields and proven reserves of 12.45 billion boe, 

PEMEX was granted 100% of the 2P reserves it requested, 

which amount to 20.6 billion boe, and 21% of Mexico’s 

prospective resources, which corresponds with 67% of 

what PEMEX had asked for. These prospective resources 

include 3.01 billion boe in the deep water Perdido Fold 

Belt, and 1.82 billion boe in the deep water Holok and Han 

areas. Among the onshore reserves awarded to PEMEX in 

Round Zero are 425 million boe in 1P and 2P reserves in 

the onshore Burgos and Sabinas fields in Northern Mexico, 

3.82 billion boe in 1P and 2P reserves in the Ebano-Panuco-

Faja de Oro-Chicontepec fields, 1P and 2P reserves totaling 

4.58 billion boe in the onshore areas in South Region, and 

5.91 billion boe of prospective resources in these onshore 

areas. The offshore areas allocated to PEMEX in Round 

Zero included 11.37 billion boe in 1P and 2P reserves and 

7.47 billion boe of prospective resources in shallow water 

and extra heavy crude fields.

Emilio Lozoya Austin, Director General of PEMEX, stated 

that “PEMEX will be a central actor in the expansion of the 

national oil industry, which is the central objective of Energy 

Reform. The exploration regions and production fields that 

were assigned to PEMEX will ensure the oil company’s short 

and medium-term feasibility as a productive enterprise of the 

state and set the foundations of the its long-term expansion.” 

According to the Ministry of Energy, the awarded areas provide 

an adequate balance between reservoirs where PEMEX has 

a proven track record and types of fields that are relatively 

new to the NOC. PEMEX decided to not request certain areas 

because it considered the useful participation of private 

entities for the development of these fields. The company 

only requested 15% of the total shale plays for exploration, 

even though the authorities view these fields as crucial 

to Mexico’s energy future, and was awarded prospective 

resources amounting to 3.9 billion boe of Mexico’s total of 

60.2 boe prospective unconventional resources. 
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context where the oil price was at US$100. The Reform 

was created by a very small and select group within the 

government, one with a very particular vision. Among the 

central elements of this vision is that oil should be seen 

as just another commodity. This happens right when the 

members of OPEC remind us that oil should not be seen as 

such, but rather as one significantly related to geopolitics. 

One cannot expect that it will not be necessary to make 

adjustments as we go by. It will be necessary to adjust and 

correct as we move forward, there is no doubt about it. This 

year should be a period of evaluation of the changes that 

have been approved. If we need to make adjustments later 

on, let us make them. There is nothing wrong with that. 

For instance, shifts in the oil price might very easily imply 

the need to make adjustments in PEMEX’s strategy. What 

I mean is that there needs to be a sense of flexibility in the 

application of the Energy Reform. These are subjects that 

Congress did not foresee. We need to take a moment to 

reflect, analyze, and make the corresponding adjustments 

as needed. There are still significant gaps between what 

the law orders PEMEX to do and what is acceptable in 

reality. One good example relates to the budget costs in oil 

companies. All major oil companies in the world have cut 

their budgets following the drop in the oil price. Yet, there 

is a very significant difference that we must keep in mind. 

Q: How is PEMEX dealing with the demand for 

transparency embedded in the Energy Reform? 

A: The problem is that a need for transparency can be very 

easily confused with, or lead to, overregulation. PEMEX has 

a serious problem in this area. In the fallout from the Energy 

Reform, we need to distinguish between transparency 

and overregulation. The overregulation requirements are 

centered on the procedures and not on the quality of the 

decisions that are made. This is something that needs to be 

transformed. If we do not do so, the perception of PEMEX 

as a corrupt institution will prevail. One of the criticisms that 

I have made about the Reform is that Mexico is adopting 

some rules and regulations that can apply in other countries, 

but not here. For instance, the interdiction for company 

officials to have meetings with regulators has been a foolish 

thing, as it does not match our culture. Now you can follow 

CNH’s sessions online. These sessions are five minutes long 

because the important things have already been discussed 

and agreed on; the meeting is only a formality. This is one of 

the reasons why I truly believe simplification is needed.

Q: What are the main differences between what the policy 

makers expected PEMEX would become after the Energy 

Reform and what it has actually become? 

A: The very first thing relates to the context. The Energy 

Reform was done in a very ideological fashion and in a 
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Professional Board Member of PEMEX Petrochemicals

SPOT THE DIFFERENCE THAT 3D CSEM CAN MAKE IN MEXICO.
EMGS has acquired and interpreted an extensive 3D CSEM dataset in Mexican waters and the results have 
been an integral part of the recent successes in deepwater. Our exclusive integration of 3D CSEM and 
seismic attributes will help improve your prospect evaluation and portfolio optimization resulting in more 
success, earlier in your drilling campaign.  

EMGS is your competitive advantage for the upcoming Mexican bid rounds. 

Accelerate your evaluations with Data Rooms or interpretation and integration consulting services  
with local knowledge and experience from EMGS.

C-0112, Mexico Oil & Gas Review (2015)



31

on every decision made. This is a paradox. On the one hand, 

the Mexican state wants a national oil company that works 

as any other international oil company. On the other hand, 

it still wants to control all of the central decisions made by 

PEMEX because fiscal policy depends substantially on oil 

revenues. 

Q: What should PEMEX look for in potential partners for 

joint ventures in Round One? 

A: For me, the main point should be the transfer and 

application of technology. The ideal partner is someone 

that has something to teach PEMEX, mainly in managing 

and thinking about costs. This is not limited to learning 

about the Mexican sector, learning about the global oil 

sector is crucial for the NOC. 

The current regime might give PEMEX the flexibility to 

aim for an exchange of project participation with other 

companies. In the specific case of trans-boundary fields, 

the law demands that at least 20% is owned by PEMEX on 

the Mexican side. This means there will be cases in which 

PEMEX will cooperate in projects with other companies. 

The regulation requiring PEMEX to own at least 20% of 

the projects on the Mexican side in trans-boundary fields 

does not show a strong concern with national security. In 

fact, one of the greatest absences in the Energy Reform, 

derived from the belief that oil is like any other commodity, 

is a reference to national security. I am convinced that in 

the case of trans-boundary fields, PEMEX should be the 

operator on the Mexican side, owning at least 51% of each 

project. This idea that oil is like any other commodity is 

a serious oversight. I have not heard any discussions on 

who will be responsible for protecting the installations 

developed by foreign oil companies in Mexico. This issue 

also needs to be addressed. 

The Minister of Finance in France, Norway, or the US did 

not announce spending cuts as a result of the decrease in 

oil prices; the Mexican Minister of Finance did. The public 

nature of PEMEX and its weight on Mexican public finances 

lead to what I see as a serious burden to the Energy Reform. 

The Treasury should not have announced that PEMEX will 

make cuts. What happened to financial autonomy? The law 

indicates that if PEMEX faces a decrease in its revenue, the 

Board will then have the responsibility to decide whether 

to make cuts or not. That was not honored. 

Q: How will the fiscal regime influence PEMEX’s 

performance? 

A: PEMEX pays taxes equivalent to 70% of its income. 

PDVSA pays half of that, Petrobras close to 30%, Statoil 

15%, and Ecopetrol 11%. There will be a strong political 

discussion, especially when people realize that any 

international oil company pays less than PEMEX. The 

situation in Mexico needs to change. PEMEX should 

ultimately pay 35% of its income in taxes and the 

government should work on increasing tax collection from 

other sources. As the new fiscal regime comes into force 

gradually until 2019, PEMEX’s fiscal responsibilities will 

decrease from 70% to 60% of its income. This should be 

lowered even further. Of course, for that to happen, it is 

necessary that other sectors pay more taxes. At the end of 

Round One, we will know the specific contract regime that 

the state will sign with international oil companies. It will 

then be clear how similar these regimes are to the regime 

of PEMEX. I would think that the fiscal regime imposed on 

international oil companies should be very similar to that 

of PEMEX, if they are all operating under similar geological 

conditions. Furthermore, the Treasury will wield huge 

influence on how PEMEX develops and invests, especially 

as the Minister sits on the Board and has a strong influence 

SPOT THE DIFFERENCE THAT 3D CSEM CAN MAKE IN MEXICO.
EMGS has acquired and interpreted an extensive 3D CSEM dataset in Mexican waters and the results have 
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trend in E&P investment, where we believe that we can help 

by responding in four distinct ways, which are the drivers 

of our differentiation in the marketplace. The first is related 

to accelerating the pace of technological innovation and 

increasing focus on technologies that bring a steep change 

in performance. The second driver is focused on reliability, 

with a completely new approach to product development, 

job planning and design, as well as job execution. The 

third element is to generate operational efficiency through 

leveraging scale. Finally, by integrating multiple disciplines, 

technologies, and services through streamlined workflows, 

we can bring a real operational and commercial impact 

to our customers. The low-price situation creates an even 

stronger case for these solutions, and we are focused on 

supporting our customers to reduce their cost per barrel 

through these drivers.

Q: What role does Mexico play in Schlumberger’s 

international portfolio, and how is the Energy Reform 

going to change this role?

A: Mexico is one of our largest single-country operations 

worldwide, and the ambition of our team in Mexico is for it 

to become our largest single-country operation in the near 

future. In 2013, we decided to separate Mexico as a stand-

alone area within our corporate structure, as we recognized 

that the changes to the market following the Energy 

Reform would require higher visibility and rapid decisions. 

Our nearly eight decades of experience in Mexico, strong 

track record, and unmatched infrastructure in the country 

places us in a very solid position to support our customer 

base, both PEMEX and the newcomers. We are supporting 

the Energy Reform process through our involvement in the 

National Data Repository and Data Room project, which 

is highly strategic and very important for the success 

of the bidding rounds. With the leadership of CNH, and 

the strong support of PEMEX, the first Data Room was 

opened in a record time of three months, within the time 

frame established by the Energy Reform. Delivering the 

NDR project is one of the most important projects that 

we have within our portfolio and our entire organization 

is committed to this project. We have a highly dedicated 

and professional team executing this project, and I am very 

proud of what they have accomplished so far. 

Q: What has been the impact of the economic and 

geopolitical changes on the demand of Schlumberger’s 

products and services in the Mexican market?

A: Presently we find ourselves in the middle of a downturn, 

and our customers globally are reacting to this downturn as 

they normally do when the price of their primary revenue 

source goes down. They are cutting their budgets; we are 

seeing this same reaction from PEMEX as it goes through the 

exercise to prioritize their projects and investments. During 

these difficult times, we have been working closely with our 

customers, including PEMEX, to reduce overall project costs 

through our focus on technology, efficiency, reliability, and 

integration. Recent technology introductions have allowed 

us to show substantial improvements in drilling days and in 

increasing productivity of new as well as intervened wells. 

Our global transformation process is bringing a step change 

in the efficiency and reliability of our operations, and we 

have also seen the benefit from higher levels of integration in 

project execution. Collectively these focus areas allow us to 

reduce our customers’ costs, and bring down the unit costs 

of finding, developing, and producing hydrocarbons, thereby 

improving the economics of our customers’ projects during 

these difficult times. While we have experienced a natural 

decline in demand due to budget cuts, at the same time we 

see more interest in reducing overall project costs through 

the impact of cutting-edge technology, efficient and reliable 

execution, and further integration of services scope.

Q: Are your customers more receptive to your solutions 

dedicated to cutting the cost per barrel now that the oil 

price is low?

A: We have been saying for some time now that 

sustainable commercial success within our industry as a 

whole will depend on changing the way we work, through 

adopting new technologies, learning from other industries, 

leveraging scale, and aligning technical and commercial 

interests across the value chain. If we go back and look at 

E&P capital investment over the past 12 years, we will find 

that it tracked rising oil prices untill about 2012. Even though 

supply increased to meet demand, during this period a 

five-fold increase in investment only yielded a 10% increase 

in oil production. Therefore, even before the dramatic drop 

in oil prices, there was a strong case to optimize the rising 

| VIEW FROM THE TOP
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other countries in Shell’s global portfolio. Given the current 

oil prices, deepwater and unconventional projects do not 

make much sense. However, if these are looked at in the 

medium and long-term, they could be considered to be 

good opportunities. I want to point out that Shell is in a 

good position because it has expertise in almost all types 

of assets, including deepwater and even unconventional 

fields. The company is able to look at all of the opportunities 

being offered and decide which are best.

Q: What opportunities do you see to intensify cooperation 

with PEMEX in the downstream segment?

A: The market for refining and related segments is very 

complex worldwide. Shell is constantly reviewing its 

portfolio of refineries and we have identified a model 

that has worked quite well in recent years. This involves 

betting on large refineries that are able to process 

different materials and are close to consumer markets. 

After analyzing refineries in Mexico, I do not feel Shell is 

ready to move into this market. One element does seem 

clear: Mexican refineries have room for improvement in 

order to catch up with international standards and become 

more competitive. Even though PEMEX is undergoing a 

reform process, it is still making investments and it should 

perhaps begin looking for partners to develop its refining 

assets. Given our relationship with PEMEX at the Deer Park 

refinery in Texas, we are in constant communication and 

share our experiences in refineries around the world so 

that PEMEX can benefit from the lessons we have learned.

Q: How will Shell deal with the competition for highly-skilled 

talent in a more competitive Mexican oil and gas industry? 

A: In times like these, the market gets shaky because there 

is not enough talent to meet demand. In fact, skilled labor 

jumps from one company to another. At Shell, we recognize 

that our most important asset is our people. That is why 

we have been working on our value proposition so that we 

may provide our employees with a complete compensation 

package that, in addition to salary, includes training and 

development opportunities. We do not believe paying the 

highest salaries in the current scenario is the best approach. 

Instead, we would rather focus on employees that add value 

to the company in a more intricate way. 

Q: What aspects could help strengthen Mexico’s new 

regulatory framework for the upstream oil and gas industry? 

A: There are certain elements we would like to see in 

the new regulatory framework in order to make tenders 

competitive and attractive for Shell to participate in. 

Simplicity is important to us. We expect all of the country’s 

regulatory agencies to work together and cooperate 

to avoid the creation of an endless bureaucratic cycle, 

which is off-putting to the private sector. This is definitely 

a challenge because new agencies, like ASEA, will work 

alongside established organisms that have developed 

competencies over the years, like CNH. At the same time, 

CRE, SENER, and the Treasury, among others, are part 

of the regulatory suite that now makes up the Mexican 

oil and gas industry. In order to carry out a project, a 

company must deal with all of the country’s regulators. 

Unless these are well-trained, prepared, and coordinate 

thoroughly amongst themselves, there is a potential risk 

that delays will happen. We do believe in having strong 

regulators and we see their roles as being important to the 

oil and gas sector. Nevertheless, we would appreciate it if 

their interactions could be made simple so that processes 

can flow smoothly. Paired with this, another key factor is 

transparency. At Shell, we have been very pleased with the 

emphasis the government has placed on this issue so far.  

Q: To what extent has the drop in oil prices changed 

Shell’s perspective on the opportunities in Mexico?

A: The recent decrease in oil prices is a good reminder of 

this industry’s volatility. In times like these, solid project 

management abilities and solid financial discipline become 

crucial when developing projects. Shell has been a company 

that traditionally emphasizes costs and financial discipline. 

We have a strong balance sheet that allows us to weather 

the storm better than other companies. This aspect 

should be taken into account by the Mexican government 

as it puts forth its upcoming bidding terms. At Shell, we 

always look at projects from a long-term perspective. We 

have analyzed the supply-demand balance worldwide 

for the next few years, which leads us to believe that oil 

prices will not remain at the current levels. In fact, there is 

substantial evidence that they will increase at some point. 

Opportunities in Mexico will still be benchmarked against 

OPPORTUNITIES IN THE 
MEXICAN MARKET IN TIMES 
OF TURMOIL 
ALBERTO DE LA FUENTE
President and Director General of Shell Mexico 
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The reshaping of Mexico’s oil and gas industry requires an effective legal and regulatory 

framework, strong and transparent industry regulators, and the instruments that are necessary 

for creating a market with equal opportunities for everyone involved. CNH was strengthened and 

expanded to ensure the emergence of a neutral and functional market that is attractive to invest 

in. As CNH takes on the role of regulating the oil and gas industry, as well as administering the 

awarded contracts, it will face the challenge of catching up with the expertise of international 

companies. Similarly, CENAGAS, the technical operator of the national pipeline system, has to 

prioritize the projects that will be built in order to ensure the availability of gas in the country. 

This chapter highlights the legal and regulatory particularities of the new operating framework, 

as well as the respective responsibilities of the Ministry of Energy, the Ministry of Finance and 

Public Credit, the Mexican Petroleum Fund, CRE, PEMEX, and the private sector. Industry leaders 

detail their expectations for the bidding rounds, alongside their perspectives on how the contract 

models can be optimized to enhance Mexico’s attractiveness as an investment destination. It also 

presents the technical tools that Mexico has created in order to help future private operators 

capitalize on the country’s hydrocarbons potential. 
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CONTRACTING MODEL SELECTION
In the run-up to the first 

bidding phase of Round 

One, doubts circled among 

leading global operators as 

to which contract models 

would be chosen. Juan 

Carlos Zepeda Molina, 

President Commissioner of 

CNH, answers the question 

simply. “Two types of 

contracts will be seen in this 

bidding process: licenses and production-sharing contracts,” 

he says. The main difference between these contracts is that 

licenses see a company pay a percentage of its revenue 

to the government, while production-sharing contracts 

mean that companies only pay a percentage of profits. 

However, they present a significantly different risk balance 

so the authorities will evaluate which type of contract is most 

suitable on a field-by-field basis. According to Zepeda Molina, 

the advantage of production-sharing contracts is that their 

structure can better recognize costs and allow for certain 

deductions, which means CNH could charge companies in 

a more efficient way. Any variation in costs would also be 

incorporated into the contract with the profit levels being 

adjusted. “Charging based on profits is more efficient but 

more complex as well since it involves more administrative 

costs and monitoring on our side. However, this means we 

will achieve better results in terms of economic efficiency,” 

explains Zepeda Molina. In answer to industry concerns, he 

also states that the alternative would see the government 

take a percentage of the operators’ gross revenue. That 

solution might be easier to administrate but it transfers all the 

cost risk to the companies. “In production-sharing contracts, 

the contract is adjusted for any movement in costs, so we 
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current information, and deciding on drilling locations. For 

instance, in shallow waters, wells might cost US$50 million 

so companies must be sure about the potential of the blocks 

before they invest. Between when they sign the contract 

and spud time, companies will have a period of at least two 

years to make decisions by which time oil prices should have 

improved. Therefore, serious companies that understand 

this is a cyclical process are the ones planning to establish 

themselves in Mexico for the next 20-30 years. A long-term 

vision must guide their economic evaluations. Some of our 

oil is produced at less than US$10 per barrel, so there is still 

money to be made at US$50 per barrel. Our shallow water 

fields stand at US$20 per barrel so they remain attractive. 

However, for more challenging processes in deepwater and 

unconventionals, the price per barrel remains high. This low 

price environment has pushed companies to look carefully 

at their efficiency as high oil prices were generating high 

costs and high inefficiency. 

Another area we get asked about a lot is the contracts. 

These are adjustable so we will keep making positive 

Q: What are the main questions you are getting asked by 

potential foreign investors?

A: CNH is mostly being congratulated because we are 

moving ahead quickly and everything is going well. 

However, potential investors ask us about whether the 

drop in the oil price is having a negative effect on Round 

One, but my answer is always the same. This is a long-

term business. If a company is performing economic 

evaluations of Mexican opportunities based on current 

oil prices, perhaps it is not a good fit for Mexico. As a 

matter of fact, I think the current oil prices are good for 

Round One as this scenario helps to clear out all the less 

serious companies. The companies that are entering the 

Data Room, submitting their documentation to prequalify, 

and participating in the bidding process are the serious 

ones with long-term stability. Oil prices will bounce back 

sooner or later. We will not see a return to triple digits for 

a long time but prices will rise. We will award the contracts 

that are part of Round One in the second half of 2015 and 

early 2016. Companies awarded with blocks will conduct 

their own analysis by shooting new seismic, analyzing the 

CNH FIELDING QUESTIONS 
FROM FOREIGN INVESTORS
EDGAR RANGEL
Commissioner at CNH
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adjustments, based on the feedback we receive, and we will 

use various contract models for different opportunities. 

We have already covered contract models and fiscal 

terms, leaving only the matter of materiality. We are 

talking about 3.8-4 billion barrels of certified reserves. The 

largest global discoveries in 2014 were smaller than the 

largest fields for extraction included in Round One, which 

shows how attractive Mexico really is. Some of the fields 

included in the second call for bids, covering extraction 

in shallow waters, include certified reserves close to 400-

500 million boe.

Q: With the timeline for part of Round One being delayed, 

what processes will CNH improve during this extra time?

A: CNH never has any free time but it will work hard on its 

two main mandates. The first is related to its regulatory 

duties per se, referring to well integrity, reserves, 

development plans, and many other aspects that we have 

developed over the years. The other mandate covers the 

bidding rounds and the management of the contracts. 

Currently, this is our main activity but it is only one of 

many CNH attributions. While everyone is discussing the 

bidding rounds and the foreign investment Mexico will 

bring in, CNH is also making progress on other fronts. 

We will soon establish new guidelines as to how reserves 

will be certified by PEMEX and new companies. We will 

also issue the guidelines for companies to present their 

exploration and development plans. The adjustment in the 

Round One calendar will allow us to do a lot of fine-tuning 

in terms of the number, size, and shape of the blocks that 

will be included in the coming stages of the round.

Q: What steps is CNH taking to ensure it will have sufficient 

human capital to overcome the challenges ahead?

A: This is another area of interest for the industry, as CNH 

is frequently asked about its human resources. We are 

moving rapidly in that direction. We now have new facilities 

and we have been authorized to recruit 100 new people, 

which is a huge development. Several companies are losing 

a lot of people, either as retirees or layoffs, which provides 

a big opportunity for us to hire very experienced people. 

These companies have early retirement programs for their 

employees but most of them are very good professionals. 

The truth is that Mexico has lived with one oil company and 

one petroleum institute for a long time. The specialists have 

naturally gathered there. CNH is now striking a good balance 

in its hiring policies as it attracts people from PEMEX, IMP, 

service companies, and academia. We need to keep moving 

in that direction, perhaps even including foreigners. 

We have to admit that deepwater experts are not present in 

Mexico. Norway and Colombia receive lots of benefits from 

hiring foreigners. Statoil even hired an experienced American 

as its CEO. This triggered a lot of discussion as Norwegians 

are patriotic, but the company is doing well today with many 

foreigners on its books. We need to change our mindset and 

bring in the best people available, wherever they come from. 

However, we must also strike a balance and remind Mexican 

talent that working for CNH means serving their country. 

take a share of the actual profit. It is more complex in its 

administration and the government will be more hands-on 

in the process.”

In order to ensure the industry is satisfied with its contracting 

choices, CNH has also sought out advice from the private 

oil and gas sector. Consequently, various improvements 

have been made to the bidding terms and to the contracts 

themselves. Zepeda Molina says that a return-based 

adjustment mechanism has been put in place that will enable 

companies to receive relatively high profit split until a 15% 

internal rate of return is reached. “As soon as a project starts 

generating high levels of return, this mechanism kicks in 

and starts increasing the profit share of the government. 

However, one of the adjustments made in the new version 

of the contract is that this mechanism was changed to be 

more gradual. The fiscal terms were modified to allow 

higher returns to the companies when a project is really 

successful,” states CNH’s President Commissioner. As a result 

of the feedback, CNH also modified the work commitment, 

referring to the amount of work that authorities demand 

from companies having won the blocks. Originally, this 

work commitment measured the investment made in terms 

of dollars, meaning that companies are forced to invest a 

minimum amount or financial resources in the exploration 

phase of their contracts. Now, CNH has changed this to focus 

more on actual exploration activities. In doing so, the regulator 

introduced a concept used in other countries called a work 

unit, which obliges companies to carry out a certain number 

of work units that have an equivalent in terms of activity. “We 

changed the concept from simply measuring the money being 

spent to a requirement for actual work. Furthermore, there 

were other changes in terms of administrative procedures. 

We imposed time limits that will govern CNH’s consideration 

and approval of development plans. This will help CNH’s role 

become clearer and its activities faster,” concludes Zepeda 

Molina, recapping the ways in which CNH has been attentive 

to private sector concerns.
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energy policy, to operate shared information systems and 

institutional cooperation, and to analyze specific cases that 

could affect the development of the public energy policies 

set forth by SENER.

Q: How will the awarding of 60,000 scholarships, as part 

of the Strategic Program of Human Resources Training in 

Energy Matters, be implemented?

A: By 2018, the Energy Reform will allow the creation of 

nearly 500,000 jobs. To support this process, SENER has 

collaborated with the National Science and Technology 

Council (CONACYT) and the Ministry of Public Education 

(SEP) in drafting the Strategic Program for the Formation of 

Human Resources in the Energy Sector. This wide-spectrum 

program covers the training of specialized workers, which 

includes specialists, technical personnel, and professionals. 

Q: How will Mexico’s national content requirements evolve 

over the coming decades, and which methodology will be 

used to measure compliance?

A: Article 46 of the Hydrocarbons Law establishes that 

any hydrocarbons exploration and extraction activities 

that take place within Mexico, through assignments and 

contracts, must include by 2025 an average of at least 35%  

national content. In order to achieve this goal, the Ministry of 

Economy created a unit for national content, charged with 

the promotion of the supply chain and investment in the 

Mexican energy sector. To further cement national content 

requirements, a methodology to measure the fulfilment of 

these was established in November 2014. This document 

establishes several plans, as part of the national content 

requirements. For any contracted assets and services, 

it must be ensured that enough national and qualified 

Mexican talent are taking part in projects, that national 

workforce training projects are in place to help raise the 

number of available Mexican talent, that local, regional, 

and national infrastructure investments can proceed, and 

that transfers of technology help bolster the capabilities of 

Mexican companies. Just as other oil-producing countries 

in the world have favored their development by taking 

advantage of their natural resources, Mexico has to favor 

local companies and talent to reach a level of economic 

growth that helps its population.

Q: What have been the highlights in the strengthening of 

regulatory agencies like CNH and CRE, and the creation of 

entities like ASEA, CENACE, and CENAGAS?

A: CNH and CRE became coordinated regulatory organs 

on August 11, 2014, due to an act passed by Congress. This 

means the executive branch of the federal government 

will exercise its technical and economic regulatory powers 

in the electricity and hydrocarbons sectors through the 

aforementioned dependencies. Although they will be closely 

supervised, these new organs will have technical, operative, 

and managerial autonomy, as well as their own juridical 

personality. Furthermore, CNH and CRE will be able to keep 

revenues from the rights and exploitation activities that they 

generate. Therefore, they will each possess a fund in which 

they will deposit the excess revenues they generate for a sum 

equivalent to up to three times their respective annual budget.

The National Agency of Industrial Security and Protection of 

the Environment of the Hydrocarbons Sector, also known as 

ASEA, is a dependency of SEMARNAT, albeit with technical 

and managerial autonomy. ASEA has the objective of 

protecting the safety of the people, the environment, and 

facilities related to or involved in the hydrocarbons sector 

through industrial and operational safety regulation and 

supervision. In addition, it regulates the dismantlement and 

abandonment of facilities, as well as the control of residues 

and polluting emissions. The development and establishment 

of this organ was done in conformity with international best 

practices, by separating the regulator that supervises the 

recovery rates in the development of hydrocarbon extraction 

projects, CNH, from the entity that is responsible for industrial 

safety and the environment, ASEA. Next, the National Center 

of Control of Energy (CENACE) and the National Center 

of Control of Natural Gas (CENAGAS) are constituted as 

decentralized public organisms with their own juridical 

personality and financial structure. CENACE’s objective is to 

act as the independent operator of the national electricity 

system. CENAGAS’s objective is to act as the manager and 

independent administrator of the natural gas pipelines and 

storage system. In order to assure the suitable collaboration 

of all these entities, the Energy Regulatory Coordinated 

Organs Law established the Energy Sector Coordination 

Board of Directors to issue recommendations about 

REGULATORY AGENCIES 
STRENGTHENED TO RUN 
THE ENERGY SECTOR
FERNANDO ZENDEJAS  
Chief of the Legal Unit of the Ministry of Energy
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exploration and production activities. The new contracts 

seek to make this process faster to allow companies to 

concentrate on their development plans, once these are 

approved. At the same time, we do not want companies to 

sit on the blocks, so the contracts contain certain rules that 

stipulate companies will have to give back areas that have 

not seen a minimum level of development after a certain 

time. That will provide a good incentive for companies to 

promptly move towards production. Mexico is offering 

reserves, which is very rare in bidding rounds around the 

world, but we demand investment in return. We offered 

five contracts in the second phase of Round One, and only 

one of these does not include 1P reserves, while the other 

four have reserves that are almost ready to produce. 

The law lays out very clear guidelines on how to treat local 

communities with respect. Once a company wins a block, 

the operator will have to carry out an in-depth social study 

that will be presented to SENER, based on which we will 

make recommendations about what actions to carry out. 

A supportive social environment will certainly lead to 

faster production. Furthermore, a good relation with the 

community can be a good source of human capital. 

We carried out an experiment with IMP, which conducted a 

seismic study in the north of Coahuila. This is a very dry area 

with little economic activity and only a small town present. 

We had around 100 people up there for a number of months 

and the community was delighted because business picked 

up, commerce evolved, and a supermarket was even set up. 

That seismic study led to a block that PEMEX kept in Round 

Zero. The community learned how the oil industry could 

work with them, which led to more intensive activity to the 

gain of the community. This illustrates how SENER can play 

a positive role in this process. Initially, we did not anticipate 

that SENER would play such an important role in these 

social processes, as we thought this was the responsibility 

of other entities such as SEDATU. However, once we began 

undergoing this process, we realized that the social license 

is essential for companies to optimize their projects. Social 

issues will now have the ear of the Minister of Energy, 

which provides a good system of checks and balances 

within SENER. 

Q: How has the Energy Reform changed the approach 

SENER takes to exploration and production?

A: First of all, SENER is implementing the bidding rounds 

in a very efficient way. Most countries conduct one round 

per year, concentrating on a specific type of field. We 

shied away from that model and chose a more aggressive 

approach by offering a good mix of different types of 

geologies in every round. This will allow Mexico to secure 

the interest of a wide range of potential operators ranging 

from IOC and NOCs to experts in shallow waters, mature 

fields, unconventional resources, tight oil, and more. 

Another opportunity was created by opening the seismic 

market to private investment in multi-client seismic surveys. 

Companies that conduct seismic surveys in Mexico and 

identify good prospects can then be granted the right to 

commercially exploit that information for a certain period 

of time. However, that information also becomes available 

to CNH and SENER. So, if a company finds good prospects 

and suggests they be included in Round Two, we will 

consult with CNH and define the feasibility of including this 

opportunity in the next bidding round. Essentially, SENER 

has helped to create an embedded market system in which 

private companies will inform us of potential interest in 

certain areas. We are introducing market incentives for the 

industry to guide our energy policy. 

Q: One of the priorities of the Energy Reform is to allow 

companies that win the blocks to start production as fast 

as possible. Which role can SENER play in accelerating 

the timeline to first oil?

A: We can do many things to accelerate this process. 

In cooperation with CRE, we can provide access to 

infrastructure that PEMEX is not using at full capacity. For 

example, a lot of pipeline infrastructure exists in shallow 

waters. However, this system was built to move 2 million 

b/d but PEMEX is currently moving only half of that figure. 

This spare capacity could be used by new operators, 

allowing them to concentrate on oil and gas production 

rather than pipeline infrastructure. If SENER can enable 

companies to access pipeline infrastructure at competitive 

rates, then production could quickly be connected and 

brought to the market. The third solution we can provide 

is to fast track the issuing of the permits needed for 

HOW SENER CAN 
HELP SPEED UP OIL 
PRODUCTION 
GUILLERMO GARCÍA ALCOCER  
Chief of the Unit of E&P Policies at SENER
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to public service, which is very strong among many 

professionals in Mexico. If CNH’s personnel can maintain or 

develop this commitment, the risk of a jump to the private 

sector will diminish. Many will find it attractive to contribute 

to the implementation of the most transcendental reform 

Mexico has seen in the last 50 years. 

Q: How will CNH properly administrate contracts when 

competing with some of the best legal teams working for 

IOCs? 

A: CNH has been working with the outmost transparency. 

We are not the only institution involved in the development 

of contracts, since SENER, the Treasury, ASEA, and the 

Mexican Petroleum Fund also participate. The checks and 

balances prescribed by law prevent CNH from handling 

the contracts on its own, although our responsibility is to 

manage their technical aspects. Naturally, CNH will face 

serious challenges especially when the time comes to 

deal with legal disputes. However, this situation will not 

emerge immediately and CNH will continue to grow in the 

upcoming months. We will be ready when the time comes. 

Q: How could you reassure people in the industry about 

the transparency framework applicable to CNH and its 

commissioners? 

A: The law stipulates that meetings between the 

commissioners and companies can only take place in CNH’s 

offices, with at least two commissioners being present at 

all times. If a commissioner acts contrary to the law then 

the corresponding punishment would be the immediate 

removal of the commissioner involved from their position. 

During biddings, all commissioners are strictly forbidden 

from meeting with the representatives of companies 

participating in the process. CNH and the commissioners 

are fully committed to transparency and consider this an 

essential factor. 

The proof of this is that all commissioners decided to 

publicly declare their assets in December 2014, before 

the President asked other public servants to do so. The 

commissioners have actively taken steps to build up great 

trust in CNH to allow the Energy Reform to move forward 

without problem.

Q: What are the main risks of creating a strong regulator 

in such a short period of time? 

A: A major risk could be that the planned timeframes 

are too tight. Nonetheless, CNH has delivered so far. For 

instance, the Data Room was inaugurated on January 15, 

2015, just as CNH had announced. The information available 

within the Data Room is of the highest quality, despite the 

fact that we only had three months to compile it. In order 

to mitigate the risk of CNH not concluding its tasks in due 

time, we have designed a plan for human capital growth 

that seeks to duplicate the number of people working at 

this institution. Regarding financial adjustments, the Energy 

Reform established that CNH is to utilize the resources that 

it has gathered. The income derived from the sale of Data 

Room licenses will be used by CNH, making it financially 

strong. We will now work closely with the Treasury to 

make sure that these resources are available in due time, 

facilitating the growth of CNH, and allowing us to fulfill our 

mission. 

Q: How do CNH’s relations with institutions such as SENER 

and the Treasury influence its decision-making processes?

A: We interact with these institutions on a daily basis, 

particularly as we approach announcements about the 

different stages of Round One. SENER has drafted the 

technical guidelines and the contracts while the Treasury 

has been in charge of the fiscal terms for both the 

bidding rounds and the contracts. Our relationship with 

these bodies also changed after CNH’s legal nature was 

modified. Previously, CNH was a decentralized body within 

SENER but it is now a regulatory body with the same rank 

as SENER. The technical and management autonomy 

given to CNH is clear, with our technical team being tasked 

with preparing the opinions that are sent to SENER. This 

ministry then decides the areas that will be presented for 

bidding, while CNH oversees the process and manages 

the technical aspects of the contract. Other institutions do 

not affect CNH’s decisions but actors in the energy sector 

obviously need to collaborate. 

It is impossible for CNH to compete against international oil 

companies in terms of salaries and benefits. However, one 

should not minimize the importance of the commitment 

AGILE REGULATOR FOR 
A RAPIDLY CHANGING 
INDUSTRY 
SERGIO PIMENTEL 
Commissioner at CNH
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A: Operators have the responsibility for the production 

process as well as the transportation of hydrocarbons to a 

refinery or export point, which can be done by operators or 

a third party. The responsibility to regulate the transportation, 

storage and possible losses in this process rests with CRE 

based on information provided by CNH. The operator is paid 

based on the volume of hydrocarbons that arrives to the 

refinery or export point. According to international standards, 

the maximum acceptable loss between the well and the 

distribution point is 0.5%. At the moment, we are analyzing 

with CRE and the Treasury what will happen if we record 

bigger losses throughout the process, given that they cannot 

happen by conventional means. We are going to analyze 

every step in the process, and if losses exceed 0.5%, we are 

going to determine what measures must be taken directly 

with the government. In the case of robbery, a response 

needs to be coordinated with the security departments of 

each local government. For example, Cantarell is producing 

large amounts of water and PEMEX neither had the proper 

technology to separate water from oil nor the right metering 

systems in order to measure the correct production volume. 

Now, we are trying to fix this problem with the new regulations, 

which means that a large investment in dehydration plants and 

proper metering systems will have to be made. Such devices 

and equipment are expensive and every operator, including 

PEMEX, will need to make substantial investments in devices 

and equipment as well as the training of people and the 

development of internal processes. Depending on the field, 

there is an acceptable amount of water permitted per barrel, 

which normally is a value below 1%. A higher water volume 

might create problems at the refinery or in the export process; 

the water content might be accepted but there is going to be 

a penalization in terms of product value. If we define a limit of 

0.25% loss due to water, that leaves 0.25% for the remaining 

losses including salt, sulfur, and other different components 

that affect the volume and the quality of the barrel. But, if we 

know the production level and quality at the well, we can plan 

different strategies depending on the location of the reservoir. 

Q: Will CNH or the operators own the metering systems?

A: The operators are going to own and operate the equipment, 

based on the specifications and the guidelines given by CNH. 

We have the responsibility to collect this information and 

Q: What are the priorities of CNH in terms of introducing 

metering systems for oil and gas production?

A: Our main focus is to give certainty to the Mexican 

government about the volume and value of gas, oil, and 

condensate production, as well as operation, transportation, 

distribution, and sales throughout the whole production 

chain. Our priority is measuring the quality and quantity of 

hydrocarbons produced in all fields operated by both PEMEX 

and the private sector. CNH has been attributed with system 

verification, compliance with international standards, and 

audits that will be run by third parties. Additionally, we will 

focus on the relationship between the process, equipment, 

and human resources related to these systems, given that 

they need to be well coordinated. We are going to analyze 

the cost-benefit relation in the metering process according 

to these factors, and we are going to determine what kind 

of technology or equipment is optimal depending on the 

location, fluids, process, or type of contract. An important 

factor to consider in this situation is the difference between the 

evolution of the contracts and the guidelines. The contracts 

remain static for 25-30 years, whereas the guidelines can 

be updated every two or three years. There is a relationship 

between the uniformity of the contract and the dynamics 

of the guidelines, depending on how the technology, the 

process, and the human capital change over time. We are 

going to develop different documents like guidelines, reports, 

and technical references, both for internal and external 

reporting not only for CNH but also CRE, the Treasury, SENER, 

Mexican Petroleum Fund, and the industry. We are going to 

publish the production data at the well level on a monthly 

basis on our website, presenting the production volume and 

hydrocarbon quality of PEMEX and all new operators, as well 

as verifying the volume of production transported through 

pipelines to refineries and export points in coordination with 

CRE. Currently, a team of eight petrochemical, mechanical, 

electronic, and IT engineers is working on the development 

of the necessary metering system. However, we also need 

people specialized in accounting processes given that the 

fiscal values need to be analyzed in cooperation with The 

Mexican Petroleum Fund and the Treasury. 

 

Q: Who is responsible for any potential hydrocarbon losses 

between the well and the refinery or export point?

CNH’S APPROACH TO 
METERING PRODUCTION 
VALUE AND VOLUME
ULISES NERI
Director General of Metering at CNH
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verify its validity, so operators need to share the information 

from these devices as well as their daily activity reports. In 

very specific situations, it could be possible to install our 

own devices. By law, we have the responsibility to intervene 

only in very special cases where the operator cannot handle 

the data, which is to be established based on supervision by 

CNH and audits by a third party. 

Q: What are the requirements that you are going to set in 

terms of automation?

A: Automation requirements only exist for specific locations 

such as transfer points or fiscal metering points, but this is not 

mandatory for operational metering. The important metering 

points are located before the production from various wells, 

fields, or operators gets mixed with hydrocarbons from other 

sources. This is essential to define the volume and quality 

before mixing different kinds of hydrocarbons in the pipeline 

network. In Chicontepec and fields in the South Region with 

low production volumes, the metering will take place at 

defined time intervals or when the production reaches the 

tanker. In other cases, it will be every day or every month, 

depending on the level of production. 

Q: How many metering devices must be installed to 

implementing this system for PEMEX’s production?

A: At the field level, there were 267 main metering systems in 

2014 while there were almost 300 systems for transportation 

and a number of other processes. These areas will be our 

initial focus in order to identify the level of uncertainty related 

to core activities. We will need to analyze the information 

from all these metering systems to determine if the current 

number is sufficient. In any case, the current systems will 

either need to be fixed, or updated with new software. Our 

priority is to analyze what happens across PEMEX’s network, 

and PEMEX is aware of the opportunities to improve its 

systems. In terms of resources, the required investment 

is minimum compared to investment in activities such as 

drilling, which means that the main challenge is related to 

human capital. 

Q: Who will own the pipeline system between the wells and 

the refineries or export points in the long term?

A: Currently, the pipeline network is owned by PEMEX, 

which can offer transportation services to all new operators. 

However, there are opportunities for other transportation 

companies to construct new pipelines and offer their 

services to operators, including PEMEX. Also, there can be 

agreements between different operators to develop pipeline 

systems that directly connect their production to the sales 

point. Any company seeking to enter this business must 

consult its plans with CRE, which has the authority to grant 

permits and to calculate the tariffs for the operators of such 

pipelines. In terms of metering, all new operators will have to 

act in accordance with the regulations established by CNH. 
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DIFFERENCE BETWEEN PRODUCTION & DISTRIBUTION

According to the National Hydrocarbons Commission, the gap between PEMEX’s oil production and oil distribution 

reached a record average of 4.9% in 2014, before dropping dramatically in the beginning of 2015. This gap can be partly 

explained by evaporation, statistical variations, and storage, as well as the inability of older generation measurement 

systems to accurately define the water content of crude oil produced. In June 2014, when the gap peaked at 6.5%, the 

unaccounted oil averaged 162,000 barrels a day according to CNH data.

Source: PEMEX
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companies with interesting projects will decide it is a 

good time to sell their projects and firms. 

Q: How can the risk factors in future contracts influence 

the attractiveness of Mexico for your clients?

A: There is a big challenge in terms of having the right 

people preparing all these documents and making 

sure that they comply with international standards. 

The Reform is good, but it has flaws, such as the ability 

of the government to revoke licenses under certain 

conditions. Circumstances of this nature will undermine 

the attractiveness to invest in Mexico. Regarding PEMEX, 

for many years it has been a combination of a company 

and an authority in the industry. Changing this and moving 

PEMEX towards market standards will require time and 

dedication, but it will provide certainty to investors. 

Another thing is that CNH will have to prove that it has a 

strong legal division to be trusted. To do so, CNH has to 

recruit young people and retain them, as professionals in 

this sector are usually highly motivated by the experience 

they will gain from being involved in processes such as 

the Energy Reform. However, organizations like CNH must 

also be able to outsource legal work. For a regulator like 

CNH, it would be impossible to manage such processes 

without receiving top advice from firms that can draw on 

knowledge and expertise within their own structures.

Q: How does your firm guarantee the delivery of high 

quality legal advice to its clients?

A: The Mexican oil and gas industry has been closed from 

its beginning, so its opening will obviously bring about 

major legal changes. To cope with this, we maintain a close 

interaction with our international practices in Washington, 

New York, Miami, and Sao Paulo. Many of our international 

customers are approaching us for advice on what is 

happening in Mexico. White & Case will only serve a client 

if the firm has the capacity to properly do so. We have 

prepared ourselves over the years in terms of staffing our 

energy practice and we have been reasonably successful 

in strengthening it by attracting new blood. We have also 

leveraged our practice with our US colleagues who have 

worked in this sector for years. Today, we have the capacity 

to serve our clients in the oil and gas industry.

Q: What are the challenges you see in implementing the 

Energy Reform in a way that would fulfill the expectations 

created by the government?

A: The Mexican government faces a significant challenge 

regarding the players, both public and private, who 

will implement the Energy Reform. The investment 

environment in general will also represent a challenge, so 

having the right people in the government to make the 

decisions of whether to implement projects or not will be 

of paramount importance. Private operators will also need 

the right people. Operators who have worked in Mexico 

have experience in a market that no longer exists. The 

government is under pressure to show the results of the 

Energy Reform as soon as possible. However, things can 

go wrong if rushed. If things continue to move in the right 

direction, even if deadlines are not met, the industry will 

certainly benefit. Mexico needs to opt for this approach in 

order to make sure it has top level operators. The country 

does not need start-ups messing up the industry and 

creating a bad reputation for the Energy Reform.  

Q: As a productive enterprise of the state, will PEMEX 

have to change the way it allocates risk?

A: It may have to, but for the sake of the Mexican oil 

industry, PEMEX needs to reduce its importance in the 

market. PEMEX will find it difficult to compete at every 

level as it did in the past. It will need to specialize in 

certain areas and give way to private companies in 

others. It will therefore be fair to say that the Energy 

Reform was successful if, ten years from now, we see a 

sophisticated, technology-driven PEMEX standing out 

in an industry where global players and local operators 

interact organically. 

Q: What are your expectations for potential acquisitions 

in the Mexican oil and gas sector?

A: There might be some acquisitions but I do not expect 

them to occur in the near future. Our expectation is that 

international companies will create new companies, 

which will become targets for acquisitions in the next five 

years. There will probably be a first wave of M&A where 

we will see companies that did not succeed deciding to 

sell to larger operators. In the second wave, successful 
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which PEMEX does not have enough resources. However, 

the most important aspect for the general public is the 

opening of retail activity, which will allow international and 

local players to set up their own service stations and to 

commercialize their own brands, not just PEMEX’s brand. 

Q: What relevant factors should be considered by potential 

investors in order to minimize risks when partnering with 

PEMEX?

A: It is extremely important for potential partners to 

conduct thorough due diligence in order to minimize 

risks. They need to look at the fiscal terms provided in 

the new laws and contracts as well as ring-fencing and 

other tax features that will impact joint ventures. Potential 

partners will have to look at certain matters pertaining to 

technology, especially when venturing out with PEMEX. 

Even if the NOC knows the areas very well, international 

players might have better technology and it is important 

to complement these different skills. PEMEX has very 

experienced engineers in traditional fields, such as shallow 

waters, and unconventional areas like Chicontepec. 

However, it has little, if any, experience in deepwater. 

For this reason, the way joint venture contracts and joint 

operating agreements are drafted will be very important 

for international players that want to partner with PEMEX.  

Q: How will Chadbourne & Parke manage to help its clients 

bid and win specific contracts in the upcoming rounds?

A: We assist our clients in setting up new businesses in 

Mexico in many areas, mainly oil and gas, power, and 

infrastructure, where we support and advise them during 

the public tender procedures. At this point, we will have to 

understand the new rules for public tenders, which should 

not necessarily vary from the old one because public 

tenders are still ruled by Article 134 of the Constitution. 

It is a natural step in our services to adapt to a new legal 

framework. Chadbourne & Parke provides added value to its 

clients because the firm has a strong practice dedicated to 

government procurement and contracting. Another service 

that we have been providing for a long time, and that will 

increase significantly, is the drafting and negotiating of joint 

ventures and joint operating agreements, not only with 

PEMEX but amongst different international players as well.

Q: What significant opportunities would you highlight for 

private companies after the regulatory overhaul of the 

Mexican oil and gas sector?

A: In order to assess upcoming opportunities, it is vital to 

scrutinize certain basic elements of the Energy Reform. First 

of all, a wholly new legal framework was created, opening up 

opportunities for private companies as well as other public 

enterprises. Secondly, the old vertically integrated state 

monopoly has ended. National and international players will 

now find opportunities in exploration and production, not 

only through the awarding of E&P contracts and licenses, 

but also through the migration of existing integrated 

services contracts into proper E&P contracts with full 

considerations and retributions. The former model was, 

until now, governed by PEMEX to allow private companies 

to participate in the sector as service providers. The same 

will happen with the financed public works contracts, 

which can also be converted. This means that the Energy 

Reform’s main feature is that it allows private parties to 

explore and exploit new conventional and unconventional 

oil and gas fields. This will also translate into opportunities 

for many investors, operators, service providers, equipment 

suppliers, financial entities, and equity funds in different 

E&P activities encompassing shallow waters, extra-heavy 

oilfields, deepwater, and shale oil and gas. 

Local and international players will have opportunities 

to participate through production-sharing contracts and 

profit-sharing agreements, as well as different kinds of 

service contracts. The new E&P contracts and licenses allow 

private companies to venture with PEMEX and other state-

owned companies as well. Companies with experience 

in fields that require higher technologies, such as those 

found in deepwater and ultra-deepwater, will definitely 

benefit from this. Therefore, we will see a large amount 

of joint ventures in those segments. But while everyone’s 

eyes are on upstream activities, attention should be paid 

to the midstream and downstream segments as well. I am 

sure that we will see joint ventures in oil refining, as well 

as hydrocarbon transportation activities, either between 

private companies or between these and PEMEX. Another 

area of potential investment is related to the storage 

and distribution of oil and gas and their byproducts, for 

POTENTIAL PEMEX 
PARTNERS SHOULD BE 
CAUTIOUS   
DAVID JIMÉNEZ ROMERO  
Partner at Chadbourne & Parke
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| STRATEGY SPOTLIGHT

THE KEY TO EFFECTIVE RISK MANAGEMENT 

Business leaders face a range of unique challenges, such 

as economic uncertainty, disruptions in the supply chain, 

fluctuations in the prices of raw materials, cyber-security, 

regulatory changes, rising healthcare costs, and terrorism. 

It is vital that companies learn how to effectively manage 

risk, which goes well beyond simple insurance since, when 

done correctly, it creates opportunities for cost control, the 

effective allocation of capital, and ultimately the promotion 

of sustainable growth. This risk management approach is 

the result of over 30 years of constant innovation that is 

now being accelerated by techniques and tools that did not 

exist before the advent of big data and analytics. However, 

for a risk management program to be effective, companies 

must ensure they fully understand their business goals, risk 

tolerance, the true risk factors affecting the company, and 

the balance between insured risks and working capital. This is 

why Marsh, a leading insurance broker, has devised the Marsh 

3D plan, which outlines the three steps companies should 

take when building an effective risk management strategy. 

DEFINE: BUILD UNDERSTANDING

This step consists of analyzing the risk management 

strategy by considering a company’s priorities. This is 

accomplished through specific questions that seek to 

fully understand a company’s business strategy and risks 

involved. This initial effort helps to evaluate whether risk 

management strategies and insurance policies are aligned 

with company goals. This stage does not only identify 

traditionally insurable risks, but also non-insurable risks, 

such as operational and strategic threats. 

DESIGN: ASSEMBLE AN IMPLEMENTATION PLAN

Once the critical risks have been identified and 

prioritized, companies must select their strategies and 

design an implementation plan. The identified solutions 

may include a variety of approaches to consulting and 

risk transfer designed to meet both insurable and non-

insurable risks.

DELIVER: PROVIDING RESULTS

The third step is where the benefits of thoughtful analysis 

and planning become clear. The program should provide 

expert advice over time, from the selection of the policy to 

industry analysis and the administration of claims. At the 

end of this process, the customer obtains a detailed and 

enforceable plan and expert advice on the steps to take to 

achieve optimal risk management.

Marsh 3D allows a set of solutions to be tailored to 

companies’ specific risks and business priorities across a 

disciplined, multi-year approach. The 3D cycle is completed 

once the results of the previous year are evaluated 

against the latest analysis. The main goal of Marsh 3D is 

to maximize the return from investing in risk management 

through increased efficiency, improved decision-making, 

and reduced costs.

In Mexico, the recent transformation of the oil and 

gas sector requires a detailed analysis as well as the 

experience and knowledge of an expert consultant 

such as Marsh Brockman and Schuh, Marsh’s Mexican 

insurance broker, which offers its customers an 

innovative risk management model. Marsh 3D focuses 

on precise objectives such as the dynamics of the oil 

and gas industry and the risk profile of each company 

involved. Therefore, Marsh states that this 3D strategy 

delivers a comprehensive and efficient risk management 

solution, which goes beyond simply protecting oil and 

gas companies against unwanted risks. 
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Marsh has been involved in offshore risk management and 

consultancy since the late 1980s, both in Mexico and in 

various Latin American countries. In 2013, the company 

created its dedicated Energy & Infrastructure division to 

optimize its ability to cater to the growing demand for its 

services in the upstream, midstream, and downstream oil 

and gas markets. Marsh seeks to consolidate its position 

in the Mexican oil and gas industry for the long-run and 

is preparing its practice for the changes in operational 

risk that the Energy Reform will bring to the Mexican 

oil and gas industry. Julio Ricaud, Managing Director of 

Marsh Mexico, and Michael Günther, Director Energy & 

Infrastructure of Marsh Mexico, are keen to highlight the 

international reach of the firm. “Specializing in the oil 

and gas sector is not new to us. We have a full team of 

specialists located throughout 13 global energy hubs,” 

states Ricaud. The firm has knowledgeable specialists that 

are in touch with oil and gas clients ranging from IOCs and 

NOCs to suppliers and service providers, as well as the 

pipeline, refining, and petrochemicals industries. “We have 

been building on that combined expertise for many years 

globally through our core 3D strategy: define, design, and 

deliver.” Marsh already provides a significant share of the 

brokerage services for the Mexican oil and gas industry. 

In June 2014, PEMEX appointed Marsh as the risk advisor 

for its Energy Program multi-peril policy, which includes all 

of its onshore, offshore, upstream and downstream assets. 

This accomplishment denotes the firm’s strong positioning 

in the Mexican hydrocarbon insurance market as well as its 

commitment to the key stakeholders of the industry. 

The Energy Reform will certainly change the way companies 

deal with risk, as international companies entering Mexico 

will bring their own best practices for risk management. 

“This will push forward the perception of risk in Mexico. 

Potential partners for PEMEX will come in with very high 

standards for loss prevention and risk management, among 

other factors, which are set to establish a new benchmark 

for the Mexican oil and gas industry,” says Günther. “Even 

though PEMEX has lived up to certain best practices for 

some time now, it will be beneficial that foreign companies 

entering the market will show domestic firms how they 

manage risk.” While this process takes place, Marsh plans 

to provide consulting services by leveraging its global oil 

and gas experience to protect its clients’ operations from 

an insurance perspective. 

By dedicating itself to consulting in addition to insurance 

and reinsurance brokerage, Marsh will be able to further 

understand risk in case-specific scenarios. Through Marsh 

Risk Consulting, the firm has created a team of specialized 

engineers that looks after all property loss prevention and 

risk control issues. Stepping up its consultancy capabilities 

enables Marsh to design solutions for its clients with 

sophisticated risk modelling tools, enabling them to 

better analyze and handle their risk in new environments. 

Additionally, Günther points out that the essential pillars 

of Marsh’s strategy involve both understanding risk and 

understanding the Mexican business environment. “For 

example, given that deepwater developments and shale 

operations are new activities in Mexico, these developments 

will imply risks that local insurance companies would not 

previously have been exposed to. That is precisely where we 

can assist by pinpointing critical risk factors.” 

EXPERTS IN RISK MANAGEMENT 

Julio Ricaud, Managing Director of 
Marsh Mexico

Michael Günther, Director Energy 
& Infrastructure of Marsh Mexico
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authorities feel they are being very careful about how the 

market is being formed. The spirit of the antitrust rules 

may be correct, but the rationale is not because they do 

not understand the market’s nature. We are encountering 

lots of problems in forming consortiums, which is the only 

way to share risks and make smart investments. However, 

CNH said during the announcement of the first phase of 

Round One that the same antitrust rules will not apply for 

the next phases of the bidding round. The tender package 

for the next phases will apparently be different, but that 

has just raised suspicion that other inconvenient antitrust 

rules are on the way. Since companies do not know how 

the antitrust rules will evolve, skepticism remains about 

their freedom to form consortiums. In fact, we might see 

a reduction in the number of consortiums, which will 

damage competition. In fact, the Antitrust Commission 

is reducing the competition, which does not really make 

sense. 

Q: Why should IOCs participate in the shallow water 

phase of Round One, which includes relatively modest 

exploration and production opportunities?

A: IOCs do not have much to lose in economic terms but 

they will lose the chance to convey a message. IOCs are 

in a category of their own; they are not companies in a 

strict sense because they sometimes act like governments. 

In this case, IOCs have to portray an image of commitment 

to Mexico because they are looking to seize long-term 

opportunities here. This is closer to a geopolitical message 

than to an entrepreneurial decision-making process. 

After all, there are many ways to participate in a bidding 

process: by paying your respects to the government, by 

getting registered, by buying access to the Data Room, or 

by making an economic proposal, for example. Even if the 

participant is not interested in winning, well-crafted bids 

that are within the proper economic range send a positive 

message. 

Q: What factors have impacted the attractiveness of 

investing in the Mexican upstream market?

A: According to some IOCs, independent Tier 1s, and 

financial institutions, the attractiveness has dropped 

because of external elements, such as oil prices 

Q: What is your perspective on the initial interest in Round 

One, and how should its success be measured?

A: For most IOCs and independent Tier 1 companies, 

the shallow water phase is not that relevant. However, 

everyone is interested in participating in this phase as it 

is opening the market. The Mexican government wants to 

convey the image of a robust, transparent, and market-

oriented country that also cares about general society, 

the environment, and fair competition. Therefore, Round 

Zero better create a very good first impression of the 

new landscape or the market will punish the authorities 

accordingly. There are various ways to assess success in 

a bidding round, and the government needs to be aware 

of this so as not to mislead expectations. If success is 

only measured by the number of companies bidding, 

then success is almost guaranteed, as most companies 

are willing to take part in the rounds. However, not all of 

these will make an economic proposal that falls into the 

range that allows a bid to succeed. The success of each 

bidding round depends on a combination of the quality 

and quantity of participants, the level of their economic 

proposals, and the effectiveness of their exploration 

and development plans. Having said that, the antitrust 

rules are causing problems for those companies seeking 

to form consortiums. It is a pity that all this political 

investment and the attempts to understand the needs 

of the global oil and gas industry have not helped the 

Antitrust Commission to understand certain elements of 

competition in the upstream industry.

Q: How can the antitrust rules undermine the attractiveness 

of the licensing rounds?

A: It takes deep knowledge of this country to understand 

the rationale behind the antitrust rules. Mexico now has a 

new constitutionally autonomous commission to oversee 

antitrust issues but it has not taken the right approach. By 

seeking to regulate the industry, authorities are killing a 

nascent market. There must be a market before one tries 

to regulate it. This is not CNH’s fault alone as the Central 

Bank and the Treasury seem to be unaware of the condition 

of the oil and gas sector. Insiders are trying to convey the 

message that the industry needs a great deal of freedom 

to decide on its partners for many reasons. However, the 

UNDERSTANDING THE 
IMPACT OF MEXICO’S 
ANTITRUST RULES
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and antitrust rules. These factors may have lowered 

expectations, but I remain optimistic because the law 

enables and empowers SENER and CNH to be flexible 

in respect to the tenders. This means they can change 

whatever needs to be changed. For the moment, the 

authorities do not seem willing to spend the necessary 

time to truly understand the sector they are regulating. 

However, the reaction to the antitrust rules has been 

so negative that I have the feeling something will soon 

happen on that front. The senior figures at SENER and 

CNH all come from the oil and gas sector, making them 

sensitive to its major concerns. 

Q: What are the main concerns of private companies 

regarding joint ventures with PEMEX?

A: The problem is linked to the antitrust issue. Even if a 

company is considering teaming up with PEMEX, and some 

of our clients are, the problem is that there are many aspects 

for such a move that remain unclear. However, PEMEX is 

interested in linking up with some IOCs or independent 

Tier 1s, provided that these companies will be willing to 

partner with PEMEX in other phases of Round One or future 

rounds. At this moment, PEMEX presents an attractive 

proposition due to having its own assignations, but it will 

lose appeal soon because it has little money, no blocks, and 

no experience in certain fields. This is precisely why PEMEX 

wants to team up for other phases of Round One. 

Q: Does the Antitrust Commission have any concerns 

about PEMEX teaming up through farm-outs?

A: Teaming up does not mean avoiding the tenders. There 

is no obstacle for an IOC or independent Tier 1 to seek to 

partner with PEMEX. It will not be illegal to do so whatsoever 

on certain blocks during Round One, since this will again 

be done through a tender process. If a company has the 

winning bid during the farm-out, it can still seek partnerships 

during the second or third phase of Round One. These will 

be governed by tenders, while rules will be in place to avoid 

potential antitrust behaviors. Companies coming to Mexico 

should be thinking with this strategy in mind as it is the only 

way to add value. It allows them to see the market as a whole 

and to not focus on simple parts, such as shallow water. 

Q: Which areas of uncertainty must be addressed 

urgently?

A: First of all, the antitrust rules have to be revisited to 

follow international standards, which is not currently the 

case. Economic variables should take into consideration 

that oil prices are different to when the rounds were 

structured, which has to be accounted for. Thirdly, all the 

superfluous parts of the contracts, such as those concerning 

procurement, have to be eliminated as the market will have 

to road-test every aspect of a contract. The authorities 

truly need to understand the business model of a company, 

whether it be an IOC or a Tier 1 independent.  
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Years before the Energy Reform was implemented, oil and 

gas companies were already preparing to enter this long-

closed market, while leading law firms were preparing to 

offer the most competitive services in order to aid clients 

during the bidding process. One such firm is Santamarina 

y Steta, which has a specialist energy practice and 

offices in Mexico City, Monterrey, Tijuana, and Queretaro. 

“Santamarina y Steta is one of the few law firms in Mexico 

that offers its services as a one-stop shop and has been 

preparing itself for the Energy Reform over the past four 

years,” says Juan Carlos Machorro, Partner at Santamarina 

y Steta. He explains that his firm was among the three 

finalists that bid to write the model for profit sharing, 

production sharing, services, and licensing contracts 

for SENER following the Energy Reform. Although this 

honor was finally awarded to Curtis, Mallet-Prevost, Colt & 

Mosle, being considered for the task reveals Santamarina 

y Steta’s influence within the national energy sphere. This 

is impressive considering that the firm has been involved 

in the oil and gas industry for a mere four years, mostly 

assisting service providers working with PEMEX. In fact, 

the firm has never worked with PEMEX directly but has 

participated in a case of arbitration against the NOC. While 

it was disappointed not to win the opportunity to support 

SENER in the drafting of the contracts, this meant that the 

firm could offer its services to companies participating in 

the bidding process for Round One. 

During bidding rounds, the firm’s work is to revise the 

bidding rules. “The key to successfully going through 

the process is to thoroughly prepare the paperwork 

needed and then combine technical capability with a 

competitive economic proposal,” says Machorro. “Tender 

processes should now show more flexibility than they 

used to. The Energy Reform, coupled with the country’s 

new anti-corruption legislation, is also meant to make the 

processes more transparent. We do believe that the new 

legal framework allows participants to enjoy a flexible, 

transparent, friendly, and open market-oriented process”. 

Machorro highlights the fact that the drop in the oil 

price has made the licensing rounds less appealing for 

participants. “The best thing to do is to set up an appealing 

and well-structured legal framework that will encourage 

players to come.” For now, Machorro awaits the release of 

the contracts, which he expects to take some time. “I do 

not think they will be able to come up with the final versions 

before the end of 2015,” states Machorro. “However, this 

will allow SENER to create a good contract that reflects 

the market standards.” He would even advocate for a 

consultation round in which the document is presented to 

key industry players which could then provide feedback 

for improvement, although he acknowledges that this 

could add several months to the entire process. “SENER 

would be wise not to drag this out too much as companies 

are already anxious to know the precise and full details of 

the contracts for the much awaited projects in Mexico’s oil 

and gas industry.”

Santamarina y Steta is keen to see authorities guarantee 

the rule of law and transparency in the tender processes, 

including the implementation of strict anti-corruption 

measures. “Mexico is facing a difficult political time but I am 

confident that legal progress stemming from the reforms 

will be properly done. Investors will find the necessary 

confidence to protect their investments, regardless of 

the political environment,” he states. Machorro trusts 

fully in the institutions handling the implementation of 

the Energy Reform and is certain that they will be able 

to manage the political situation associated with such 

an ambitious plan. “The most difficult times, from a 

legislative perspective, were when the Constitution was 

amended and the secondary laws were passed. Now that 

we have moved beyond these particularly challenging 

moments, it is just a matter of implementing the Energy 

Reform,” he says.

As for the firm’s future, Santamarina y Steta will continue 

building its practice as an active participant in the 

development of the country’s oil and gas industry, as well 

as the development of the country’s economy in general. 

“We are convinced that the Energy Reform is comparable 

to the enactment of NAFTA 20 years ago, which was the 

most important economic phenomenon in recent Mexican 

history. It will hopefully reap investment in the range of 

US$30-40 billion annually,” Machorro states.

RULE OF LAW AND 
TRANSPARENCY ARE CRUCIAL
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“Investors will find the necessary confidence to protect their 

investments, regardless of the political environment”

Juan Carlos Machorro, Partner at Santamarina y Steta
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Q: How will Round One be affected if PEMEX does not 

participate with competitive bids in the first two shallow 

water phases?  

A: The transparency of contractual terms and the tax 

regimes will trigger the entire market’s reaction to Mexico. 

If Mexico begins to deviate from the terms set out by other 

countries around the world, it is effectively shooting itself in 

the foot. To motivate companies to come to Mexico, taxes 

should be fair, processes should be transparent, and steps 

should be taken to help companies establish themselves in 

the country. While this is easier said than done, investment 

risk must be equal here to other jurisdictions around the 

world. If this is achieved, and Mexico’s risk-reward balance 

is more attractive than in other countries, then we can 

capitalize on the interest of companies that are already 

thinking of investing in this country.

Q: What elements of the contracts are a priority for 

companies that are interested in coming to Mexico?   

A: No contracting model will be perfect or cover all 

points. International companies will view certain risks as 

acceptable and others as unacceptable. If compromise 

is not on the table, the contracts will not work, and it is 

essential that these contracts are done right from the 

beginning. The authorities must ensure that the terms of 

contracts are in such a form that they appeal to everyone. 

At the moment, it is difficult for us to provide proper 

advice to companies concerning Round One because of 

the lack of fundamentals. Companies are primarily asking 

for advice and criteria as to what might transpire. As a law 

firm, we are realistic about the situation but we do not 

prophesize doom and gloom. The truth is that Mexico is a 

good place to invest, and I hope that a level playing field is 

created by interested operators asking pertinent questions, 

which are then debated during the bidding process, before 

conclusions are reached and the contracts are adjusted 

for all parties involved. Naturally, the authorities cannot 

guess the wish lists that all interested parties might bring 

to the table. Therefore, they must learn to correct any 

problems by exchanging ideas during the negotiations. If 

this exchange does not happen and the contracts are to 

be signed with no prior interaction, then potential clients 

might seek better deals around the world.

Q: How have the Energy Reform and the drop in oil prices 

affected the mindset of companies looking to invest in the 

Mexican energy sector?  

A: The thought process of investors has definitely been 

impacted, but companies are very interested in participating 

in the Mexican upstream market. The drop in the oil price is 

a short-term challenge while companies are planning their 

long-term development strategies, but it serves as a hurdle 

that has to be taken simultaneously with analyzing the new 

Mexican regulatory environment in order to make investment 

decisions. The new regulatory framework is perhaps more 

complex and regulated than the international oil companies 

were hoping for initially, but through a process of dialogue 

the industry and the Mexican government entities involved 

in the design of the contracts are increasingly finding middle 

ground. The results of Round Zero ensure that PEMEX will 

remain the dominant player in the Mexican oil and gas 

industry. As the contractual frameworks for the various 

phases of Round One, and the schemes to be used for the 

farm-outs in the near future, are defined, we will see the 

ways in which private players can participate with PEMEX or 

independently. Further details are also needed on how the 

profit-sharing contracts will work, where the cutoff point will 

be, what tasks new operators must carry out to earn their 

participation, and what the role of PEMEX will be. The terms 

included in the contracts should speak for themselves, and 

can leave no room for interpretation and mistakes. Another 

area that must be addressed is the administrative rescission 

of contracts. This is not an easy concept for financiers and 

investors to guard against since the government and PEMEX 

can use this at will. Finally, a complex issue is how the 

arbitration will play out. The current lack of clarity combined 

with the high taxation of operators, and the drop in oil prices, 

have caused worries, but in the end did not negatively impact 

the decision of the 34 companies that decided to enter the 

bidding stage of the first shallow water exploration phase of 

Round One. As it stands, the balance between the oil price 

and the cost of production is what governs the attractiveness 

of the Mexican oil and gas industry. Naturally, we hope that 

uncertainty about taxation, the legal framework, and future 

oil price expectations will soon be left behind so that we will 

continue to see a growing interest in the Mexican energy 

industry among international players. 

THE IMPORTANCE OF 
GETTING THE CONTRACTS 
RIGHT THE FIRST TIME
MIGUEL JÁUREGUI ROJAS
Partner at Jáuregui y Del Valle
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formulas, particularly in the case of administrative rescission 

in order to eliminate political risk. The  state or public company 

should always be able to terminate the contract. Perhaps the 

state runs out of money or oil prices go down and a project 

is no longer viable or needed. In that scenario, the state can 

stop the project but must pay an indemnity determined by 

reasonable compensation formulas. There are good models 

for this in the UK and France. Next, the state can choose 

to terminate a contract or to expropriate a project in the 

name of public interest. However, such an action must be 

backed up by the determination of the indemnification or 

compensation through an independent arbitration tribunal. 

This happened in Lima, Peru, where the airport was too 

close to the sea to be expanded without expropriating 

restaurants that were in the way. After a decade of failing 

to do so, the government made the unilateral decision to 

expropriate the restaurants through acts of authority but 

stated that the proper indemnity would be determined by 

an independent arbitration tribunal. The indemnities were 

sorted out in a year and the new runway is being built. 

This is a fine example of combining the government’s right 

to expropriate with a reasonable compensation formula. 

Using such an arbitration model in Mexico would go a 

long way toward reducing risk. There are major political 

and historical reasons for why the Mexican state should 

retain control over natural resources but, in this case, the 

secondary laws must make issues related to rescission and 

compensation very clear. This may be the most essential 

issue of the entire Energy Reform.  

Q: Given its relative inexperience, how should CNH 

prepare to properly administer all the contracts with very 

experienced oil and gas companies? 

A: This is a concern which CNH can mitigate by putting  

together legal teams from the top law firms and ensuring a 

transfer of knowhow. The government entities and the new 

productive enterprise of the state must ensure that their 

legal teams include a synergy of international experience 

and local knowledge. The origins of the Mexican legal system 

date back to the French legal system, which means that 

certain concepts of Anglo-American law simply do not work 

under Mexican law, so model contracts have to be carefully 

adapted. The US$300 million Commisa v. PEMEX case is a 

Q: What are the main legal issues Mexico must tackle to 

satisfy international oil and gas players?

A: In Latin America, it is common to see contractual 

interference because of political changes, which are a form 

of unavoidable political risk in the region. The French legal 

system is a good point of origin for the Mexican legal system 

but Mexico has its own particularities. For contracts in the oil 

and gas sector, all parties have to be sure risks are properly 

dealt with and that there is a clear avenue to arbitrate any 

conflicts. Mexico has excellent tribunals but it does not have 

highly specialized judges that understand infrastructure 

projects, such as those found in the oil and gas industry. 

However, Mexico has abandoned the administrative contract 

regime, with the exception of the administrative rescission 

of project agreements under the PPP and the Hydrocarbons 

Law, as well as public works and acquisition contracts. This 

means everything is now based on commercial law. This 

grants far more commercial freedom for contracts but, in 

order to make these agreements work, they must carefully fit 

international best practice contract models. There are strong 

models for such contracts for the upstream and downstream 

segments that have worked in the Anglo-American legal 

system, which must now be adapted to the challenges of 

the French-Mexican-Latin American system. The next phase 

is to ensure proper contract management, including dispute 

prevention and resolution through dispute boards consisting 

of one lawyer and two engineers or project experts. Mexico 

has already successfully used dispute boards to resolve 

such disputes in the healthcare field, for example. Finally, 

the oil and gas industry will require a sophisticated dispute 

resolution process to handle complex arbitration issues. 

Without these issues being clearly resolved, a significant 

percentage of potential investors will not come to Mexico. 

Q: What could the Mexican government do to reduce risk, 

political or otherwise, in order to make Round One more 

attractive?

A: The preparation of the Hydrocarbons Law is crucial. 

For example, certain elements of the French legal system 

should be incorporated to allow the state to interfere into 

the contractual equilibrium against the payment of a fair 

indemnification. If the state has the power to interfere in 

contracts, the law should include reasonable compensation 

CNH MUST TAKE 
CRASH COURSE IN 
CONTRACT LAW
HERFRIED WÖSS
Partner at Wöss & Partners
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clear example of how systemic aspects may lead to rather 

unwanted results, such as the annulment of an award due 

to the violation of ordre public caused by parallel litigation. 

This means the authorities will have to work extra hard 

to get the legal advice they need. However, there is little 

time for CNH to build up its own capacity. It must therefore 

hire the right legal teams that understand Mexican and 

international petroleum law, that have experience in major 

law suits, that have faced environmental problems, and 

understand intellectual property rights for technology 

protection. Because of this change from a protective legal 

environment where the administrative contract states how 

an oil exploration contract has to be formulated, CNH 

suddenly faces a background where operators have legal 

experts in international contract models, or even experts 

who are specialized in particular clauses of a contract. It 

will now have to be very quick in assembling the right legal 

teams to deal with this.

Q: If you were hired as a legal consultant for CNH, how 

would you advise it to build up this legal capacity?  

A: In such a scenario, we would team up with another highly 

specialized boutique firm and tailor-make a team with 

enough authority to handle negotiations, contracts, and 

regulatory work. We have an outside the box philosophy 

as we do not seek to become a massive law firm. For the 

last 20 years, we have formed agile teams consisting of 

the best lawyers for the topic at hand. This is very different 

from the old model where PEMEX would hire huge firms to 

work on contracts and would end up paying very high fees 

in exchange for standard services which did not address 

subtleties. 

Q: How much time does a company interested in 

participating in Round One have to prepare itself legally, 

and what mistakes can you help them avoid? 

A: Companies should have started preparing for Round One 

at least one year in advance but this is difficult since the 

information they needed was not available that far ahead of 

time. They should also get a good lawyer to identify the main 

risks and how to control them. Although they cannot control 

elements that might change over the timeframe of the 

contract, they can add state-of-the-art stabilization clauses. 

For these clauses to work, companies must identify the factors 

that may change over the lifespan of the contract and assign 

the risk of change to one of the parties. Thus, when such a 

change happens, the parties are properly compensated to 

keep the project bankable. Such stabilization clauses for key 

issues mean that companies know the risks and participate 

in projects. To keep its contracts alive, CNH must ensure they 

include good adjustment mechanisms made up of state-of-

the-art clauses. 

Q: Companies might want to customize their contracts 

while CNH will seek to keep them standardized. Where 

should the balance be set between these two options?

A: The most important issue here is the standardization of 

contracts, which must be done according to international 

models. These models show whether the risk should be 

more on the side of the contractor or of the government. A 

successful project must have a balanced contract so it cannot 

be tipped too far either way. Furthermore, an adjustment 

mechanism is needed within the contract to anticipate any 

possible changes. These contracts are almost living entities; 

one cannot predict what they will look like in 30 years, 

meaning the adjustment mechanism must be very well 

done. For example, a good contract must take into account 

technological changes that will occur throughout the life of 

the contract. Other elements must also be accounted for, such 

as the tendering party carrying out a thorough risk analysis 

of the contract or the inclusion of a claims management 

section. In Mexico, many claims have been sorted out through 

time extensions. This would happen, for example, if a right 

of way was not granted in time, which means the contract’s 

timeframe would be extended to account for that. All these 

elements mean a good contract takes at least a year to make. 

Related to this, we need highly efficient and competitive 

tender procedures. A recent tender put forward by 

CONAGUA for its informatics system involved a 1,000-

page document whereas the average World Bank tender 

document is only 40 pages. Mexico must understand 

state-of-the-art tender procedures are about quality, not 

quantity, and involve a completely transparent attitude 

from the authorities. As for hydrocarbons, the authorities 

are not highly experienced and must get the right 

procedures from international standards, especially given 

the limited timeframe. They must create a working group 

of international experts, lawyers, and academics that can 

guide the Mexican government through the pitfalls that lie 

in its way as it implements the Energy Reform.

Q: Do you see the drop in the oil price as a challenge or an

opportunity for the Mexican oil and gas industry?

A: While many are afraid of the drop in oil prices, we should 

seize this opportunity to begin producing oil derivatives. If 

selling oil is not as profitable, why not build up industries 

such as chemicals, pharmaceutical, and others whose 

products derive from oil? The development of the Mexican 

automotive industry, which was far from easy, should be 

replicated for industries that use oil derivatives. Mexico is 

the ideal location to do this but it has not capitalized on 

the opportunity. Instead of selling oil, Mexico could then 

develop new labor intensive value chains. We may have a 

prolonged slump if oil prices do not go up, but this strategy 

could be the future in Mexico.
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hopes of materializing commercial discoveries. Companies 

like ConocoPhillips, ExxonMobil, and Shell, among others, 

would like to capitalize on new commercial discoveries in 

the Mexican Gulf. Through successful exploration, these 

companies will be able to increase their reserves. One must 

keep in mind that IOCs control 10% of the world’s reserves, 

so Mexico does still evoke exploratory attractiveness for 

these companies’ strategies. As a result, I do believe that 

Mexico is still considered attractive for these players as the 

Gulf still holds plenty of reserves that could be added to 

their portfolio. 

Q: How do the financial requirements that companies 

must meet in the first set contracts for shallow water 

blocks compare to international standards?

A: In this regard, the Mexican government took the right 

route. Companies taking on projects in the offshore segment 

must operate in line with international best practices, 

because any mistake, blowout, spill, or similar catastrophe 

could be very detrimental to the country. Therefore, setting 

strict requirements and financial guarantees makes it 

possible only for the most experienced operators, with high 

safety standards, to bid for offshore opportunities, be it 

in deep or shallow water. For onshore projects, setting up 

rigid mechanisms is not the way to go, because this would 

mean only certain companies will be apt to bid and the 

development of Mexican operators will be constricted. 

Q: How would you evaluate the attractiveness of Mexico, 

given that the fiscal regime for the first phase of Round 

One has been released during a steep decline in oil prices?

A: The attractiveness has dropped substantially for 

three main reasons. Firstly, low prices make oil ventures 

unattractive anywhere in the world. Secondly, competition 

has increased since Mexico is now competing with bidding 

rounds taking place in other countries. And finally, to the 

dismay of the private sector, the Treasury’s economic 

model focuses on components that are not representative 

of the attractive offer that companies were expecting. 

Industry experts have already been criticizing Mexico’s 

post-Reform economic model for its first contracting terms. 

For example, if profits exceed normal levels according to 

criteria outlined by the state, then profitability will reach 

a limit. Therefore, it is only obvious that companies feel 

discouraged to invest. Who would want to invest in a 

business where the probability of losing money is high due 

to exploratory risks and low oil prices but where profits are 

capped by the government? Evidently, no key stakeholder 

of the oil and gas industry is rejoicing over the Mexican 

government’s economic model for the first set of contracts. 

However, I remain optimistic, given the size of the 

discoveries that companies may strike while large prospects 

may attract significant investment. These ventures typically 

involve long-term targets, which may attract operators 

that are ready to take serious investment decisions in the 

LOW OIL PRICES 
DAMPEN POST-REFORM 
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Q: What types of financing profiles do you expect the 

potential winners to have?

A: The only companies able to take on projects under 

current market conditions will be those that can rely on 

internal financing. It is very difficult for a new company 

or one with debt and low cash flow to obtain capital. 

Essentially, external financing is going to be scarce given 

the current low oil prices, or rates are going to be very high. 

As a result, the number of participants in Round One will 

be significantly less than what was expected one or two 

years ago. The typical profile of newcomers will be large 

enterprises with their own cash flow and resources, such as 

Shell, BP, or Chevron, since relatively small companies will 

not have enough capital to invest in expansion endeavors. 

This brings me to another topic. Mature fields or producing 

onshore fields typically attract investment from American 

SMEs and, as of now, most of these are drenched in debt. 

Therefore, it seems unlikely that many will want to take 

on developments here in Mexico. The oil and gas industry 

is cyclical but the main problem lies in the fact that US 

companies put down reserves as a guarantee, which 

results in a vicious circle. Since reserves automatically 

devalue as a result of low prices, companies struggle to 

meet their guarantees. Companies must battle to cut 

costs and pay up, so they cannot grow. Finally, the playing 

field for Mexican companies is somewhat restricted since 

offshore opportunities seem highly unlikely for Mexican 

operators and onshore assets will be in the hands of a 

select few. Current conditions are also not fostering the 

creation of new Mexican operators. 

Q: What changes are you seeing in the supply chain?

A: We have seen a growing tendency of firms consolidating 

themselves in order to meet the new requirements of the 

Mexican oil and gas industry. Integrated solutions will now 

be the preferred choice for operators seeking service 

providers. Similarly, higher quality standards, improved 

efficiency, and minimizing lost operating time will also be 

the norm as we see providers building up their capabilities 

to adhere to such conditions. The industry players are 

seeking to become much more sophisticated to offer 

better solutions. The short-term will see fewer providers 

than before, given that many will be joining forces to 

improve services. In the long-term, there will be many more 

specialized firms that cater to project-specific demands. 

Q: What do you think about Mexico’s strategy to boost 

domestic gas production?

A: Current gas prices are now independent from 

crude as non-associated gas fields have become more 

prominent. Many companies migrate to gas because 

the electricity sector’s demand is booming. Mexico’s 

strategy has long been to import gas and I still find it 

difficult to see the national gas industry developing. We 

cannot compete with the production and infrastructure 

that is in place right across the border. Additionally, the 

government’s export strategy with production at Lakach 

and its satellites, transportation through the Isthmus of 

Tehuantepec, and an LNG terminal at Salina Cruz to cater 

Asian markets does not make sense once Australia’s 

Gorgon Project is factored into the equation. Gorgon is 

designed to produce 15.6 million metric tonnes of LNG per 

year alone. How can such ambitions be profitable? This 

might have made sense 15 years ago but not now. These 

developments might seem visionary in the long-term, but 

too many questions remain unanswered at the moment. 

The timing for these projects and Round One does not 

seem right. However, while exports may not seem feasible 

at the moment, making natural gas available for Mexico’s 

underdeveloped regions is a better way to go. It would 

be better to destine Mexican gas production for internal 

consumption. 
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LESSONS TO BE LEARNED FROM 
COLOMBIA’S ENERGY REFORM
For all the attention being given to Mexico’s Energy 

Reform, it could be believed by an outside observer 

that it was the first opening-up of one of the great Latin 

American markets. The truth is quite the opposite as 

Mexico is following in the footsteps of Colombia and Brazil, 

which both liberalized their energy markets in the 1990s 

and 2000s. Despite major differences in the resources and 

the frameworks put in place, Mexico has certainly been 

drawing inspiration from the experiences of its two Latin 

American counterparts. John Padilla, Managing Director 

of IPD Latin America, is well-placed to discuss just how 

many similarities exist between them. He begins by 

explaining that although much of the speculation revolves 

around contractual issues and frameworks, resources 

truly define where investors want to go. “If resources and 

opportunities are scarce, a country’s oil and gas industry 

might not detonate. Countries with little resources 

find themselves in a difficult position,” explains Padilla. 

Nevertheless, a well-designed and well-implemented 

legal framework can help overcome a relative scarcity of 

resources. This is where Colombia succeeded brilliantly. 

Ever since the establishment of the National Hydrocarbons 

Agency (ANH) in 2003-2004, Colombia has seen a 

decade of massive investment. According to Padilla, this 

was the result of a strong contractual framework that has 

truly worked. This framework has given Colombia some 

leeway as operators continued to seek the next big field. 

This search has spanned years but no such discovery has 

Q: Just as Mexico finally liberalizes its oil and gas sector 

might the drop in oil prices actually be a positive factor? 

A: Every company, whether big or small, has a finite 

amount of resources. Due to the low oil prices, CAPEX has 

been widely cut across the board and some companies 

have already begun slashing personnel. The industry must 

recognize that Mexico presents a fantastic opportunity but 

the country must also take steps to keep people engaged. 

To do so, it must keep sending the right messages. 

Managing this process can be very tricky, and we have 

seen a number of stops and starts throughout the history 

of Mexico. For example, IPD Latin America entered the 

country in 2001 on the heels of the euphoria that overtook 

Mexico after Vicente Fox won the presidency. Back then, 

everyone was convinced that an energy reform was a done 

deal. This means that companies have been listening to 

the same message for over a decade. This makes it all the 

more important for Mexico to send the right, convincing 

message to IOCs and specialized firms alike. There are 

many significant companies that are highly specialized 

and that could greatly improve Mexico’s oil and gas sector. 

However, they will have lower tolerance for things that are 

Q: Given the information released about Round One, what 

result do you think could be deemed a successful outcome?  

A: The market expected that low oil prices and a rethinking 

of the sector would delay Round One. What eventually 

came out is somewhat more restrictive than anticipated 

but it is still a draft, not the final model. Hopefully, we will 

move closer to a true production-sharing contract (PSC), 

as the current proposal is an amalgamation of different 

elements that do not really work when combined. However, 

this situation is not unworkable given the learning curve 

that Mexico is going to embark on. The largest part of 

this learning curve will be the government needing to 

define what a successful outcome of Round One will look 

like. For my part, if the country does not receive bids in 

the double-digits, Round One would be seen as a failure. 

An acceptable outcome would entail getting the same 

number of bids as was obtained in the past for the multiple 

service contracts and the integrated service contracts. 

From a technical perspective, there is no reason why the 

Mexican government should not receive dozens of bids for 

each viable block. Whether this happens will all depend on 

the commercial terms put in place. 

LOW PRICES AND ELECTIONS 
HELP GOVERNMENT GET 
ROUND ONE RIGHT
JOHN PADILLA
Managing Director of IPD Latin America
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not done according to international industry standards. 

The price for entering the Data Room is high, so firms 

investing US$400,000 will not tolerate being exposed to 

opaque contracts that they do not recognize as adhering 

to international standards. 

Q: Do you think that IOCs will be interested in pursuing 

joint ventures with PEMEX in shallow water? 

A: Shallow waters are PEMEX’s home turf as it pioneered 

many of the techniques that have ultimately become 

standard worldwide. If a company is going into shallow 

waters, it should by definition consider partnering up 

with PEMEX. However, the restriction on the number 

of blocks that companies can bid on does nothing to 

increase competition. The industry’s view is that this 

clause was included because of PEMEX. The government 

was fearful that PEMEX would continue to dominate the 

shallow water segment, which would in turn drive away 

new players. Whether this is true or not, the restriction 

does not do what it set out to do, which could have been 

achieved through other means. At the onset of the Energy 

Reform, the government touted the need for diversity. The 

problem is that any time restrictions are imposed, these 

most frequently do the opposite of what was intended.

Q: Do you think that the legislative elections in June 2015 

could further affect the timing of Round One? 

A: The fact that bids have been delayed until after the 

elections gives the government some breathing room. After 

all, what Mexico is trying to accomplish with the Energy 

Reform is unprecedented. Trying to put everything together 

and create an institutional framework in one year is beyond 

daunting. By our calculation, all the related government 

entities, excluding SENER, will need over 500 new people 

this year. The impact of the elections is hard to predict given 

the situation in the country. At the local level, people are 

not happy and distrust the political system. However, the 

most important factor is to create a scenario that will attract 

bids and benefit the whole country. The postponing of the 

bidding rounds may help to achieve that. 

occurred. Padilla believes that offshore activity could still 

save the country’s energy independence. “The question 

will be whether Colombia’s offshore activity will focus 

on oil or gas. Everyone is hoping for oil because there 

have been monstrous gas discoveries made around the 

world. On the other hand, Mexico has a huge resource 

potential and a diversity which makes it unique, since it 

has resources from shale and deepwater to marginal fields, 

abandoned fields, and unconventionals,” he says. Mexico 

has another peculiar characteristic. Unlike Colombia, 

which saw a lot of exploration but few resources being 

found, Mexico has plentiful reserves but its deepwater 

sector is underexplored. Furthermore, fields that have 

been partially exploited could be better harnessed with 

new technology. 

Despite these major differences, Padilla dwells on a 

number of complementary issues between the two 

countries. For example, Mexico has successfully integrated 

certain pieces of Colombia’s contractual framework, one of 

the areas in which the Mexican government is facing strict 

scrutiny from the private sector. “The problems that we 

have observed in Latin America derive, in many ways, from 

the attempts to adapt production-sharing contracts. This 

process has led to the development of a huge bureaucracy 

that complicates management and operational processes. 

The key in Mexico would be to regulate less, not more. That 

will be a major challenge because Mexico does not have 

a history of having this type of open market,” comments 

Padilla. However, while looking at Colombia’s track record 

in certain areas could prove useful, it should not be held 

up as a definitive example of a successful legal framework. 

A number of issues are beginning to dog its oil and gas 

sector’s reputation, including concerns about regulation, 

environmental permits, and prior consultation with 

communities. 
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authorities will participate. There is still a prominent player, 

PEMEX, which companies will have to interact with in 

different ways, either as a partner or as a competitor. As a 

regulator, CNH will be handling all the contracts, from bid 

to execution. Then, SENER will determine the scope of the 

agreement or the clauses of the agreement and the Treasury 

will incorporate the economic clauses. There is also a social 

contribution that can range from 0.5-3% where companies 

have to pay landowners after paying taxes. In addition, 

companies have to thoroughly inform the landowners as to 

the purpose of the project, its duration, and the economic 

expectations. Those contracts must then go to either 

an agrarian court or a federal court to be ratified by the 

judiciary in order to avoid further interpretations. Such 

processes cannot be seen anywhere else in the world. Those 

are the unique features of our new law, even though most of 

these regulations have not been enacted yet. 

Q: How should a foreign company looking to come to 

Mexico go about finding a good energy lawyer?

A: For the past 70 years, the only school for energy law 

in Mexico was within the country’s energy entities. Most 

attorneys claiming to be energy experts are good corporate 

and financial lawyers but have not had actual experience 

working within the energy sector or understanding what 

makes it tick. The sector is highly regulated and very 

technical, so there are not enough lawyers in Mexico that are 

sufficiently capable of working in the oil and gas industry. 

Finding professionals that understand this business and the 

new legal framework poses a great challenge to law firms.  

Foreign companies should be very careful when selecting 

their lawyers. They should either pick a firm that has 

had past experience in dealing with PEMEX, CFE, the 

regulators, or a firm that has a deep understanding of 

the regulatory framework. This is not a matter of pure 

commercial law as it also includes administrative law and 

a whole new specific regime. My special recommendation 

would be for companies to seek a law firm that has had 

technical experience, and whose lawyers have been in the 

field or in energy generation plants. The right law firm 

needs its people to have experience beyond sitting at a 

desk writing contracts. 

Q: What areas of the Energy Reform are most urgently in 

need of greater clarity? 

A: Clarity is very important in the upstream segment, 

and we have certain guidelines to follow since the 

exploration and extraction contracts were published. It is 

also very important for authorities to promptly issue the 

regulation for downstream and midstream, as decisions 

in these segments cannot be made in a matter of weeks. 

Companies have to present their plans to their international 

boards, which decide whether or not to invest. This is a big 

challenge for the government as hundreds of regulations 

must be issued. If the exact technical and economic 

information about these regulations is lacking, the new 

market will not work properly. This is a race against the 

clock and, in recent months, people have become very 

impatient to know what the real rules of the game are 

going to be.

Q. Was it a good decision to impose such an ambitious 

timetable, given that many rules and regulations still have 

to be defined?

A: It was a risky move but that is how the government 

wants to work. The impression created by the Energy 

Reform is very important in attracting players to Mexico. 

Unfortunately, this opening of the market came rather late. 

Furthermore, just because a great market was opened 

and the country had its biggest reform in 70 years, does 

not mean investors will come. The oil and gas business 

involves huge risks and big potential returns. People have 

to be very careful about how they approach Mexico, the 

results they will get, and the risks they are taking on. The 

government had no other option but to forge ahead and 

convey the idea that everything was going to be working 

very fast. Ultimately, large regulatory infrastructure has to 

be created. Since no private participants were allowed to 

operate in this business for a long time, the work is more 

complex as some of those responsible for passing the 

regulations have not had relevant experience. They must 

seek outside help to carry out the Energy Reform. 

Q: What makes the Mexican model unique?

A: The model is unique because of the way it addresses 

the country’s particular situation and how it states the 

FULL SPEED AHEAD ON 
REFORM MAY HAVE BEEN 
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With three phases already announced and the first shallow water blocks soon to be revealed, 

Round One is in full swing and is demonstrating strong industry interest throughout. Contracts in 

Round One will be awarded to the companies offering the best technical and financial proposal 

for each of the available blocks. The first phase of Round One has seen 41 companies entering 

the Data Room, 34 of which have started the pre-qualification process; this group represents 

a healthy mix of IOCs, independents, and aspiring Mexican operators. A similar cross-section 

of the international oil and gas industry is expected to show its interest in the second phase. 

The first phase was designed to attract a larger proportion of Mexican participants, creating an 

opportunity for these companies to make the first step towards operatorship, before taking on 

more challenging fields. 

This chapter presents a comprehensive analysis of the intricacies of Round One based on the 

perspectives of the Mexican government, CNH, and private operators participating in this round. 

In addition, it provides a detailed overview of the fields included in the first phase of Round One.
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we presented the first contract to February 2015 when we 

presented the second one, we made adjustments based 

on three main aspects. Firstly, certain legal advisors were 

recommending their clients not to invest in Mexico as the 

contract lacked legal considerations for administrative 

rescission and corporate guarantees. However, these 

considerations were established in the Hydrocarbons Law. 

Therefore, we used the same rescission clauses outlined 

in the law and incorporated them in the contract. The 

original draft of the contract was intended to be slim and 

easy to read, as a fundamental part of the agreement 

is that companies understand the law. However, we 

later realized that, in order to have enough certainty, the 

companies expect what is written in the law to be clearly 

outlined in every agreement. Therefore, we included the 

law in the contract. A cure period and certain procedures 

are now defined while only CNH’s board can make 

unilateral decisions regarding a contract being rescinded. 

Furthermore, corporate guarantees were initially connected 

to the parent company. This raised some concerns amongst 

certain companies, especially the larger ones. Hence, we 

established that the guarantor could be either the parent 

company or a subsidiary with a net worth of at least US$6 

billion. Other issues had to do with the contract’s fiscal 

terms and red tape. Some companies were concerned that 

too many authorizations needed to be filed, resulting in an 

excessive administrative workload. We again reviewed the 

law in order to simplify the procedures, extended some of 

the filing periods, and included deemed approval clauses. 

Finally, regarding the fiscal terms, companies saw that as 

their profits increased, the terms would very rapidly switch in 

favor of the government. Therefore, the Treasury finetuned 

the adjustment mechanism to make sure that reasonable 

profits will flow to the companies before the terms revert to 

the benefit of the State.

Q: There is a great need for transparency and speed at 

the same time. How will you make sure that the bidding 

process stays on track?  

A: This is part of the reason behind the delay in the original 

schedule. We were overly ambitious in what we wanted 

to achieve. Moreover, transparency is a fundamental part 

of the Energy Reform. In order to succeed and have full 

Q: Why was the production-sharing contract model 

selected for the first phase of Round One?

A: For the first phase, we evaluated different types of 

contract models such as licenses, production-sharing 

contracts, profit-sharing contracts, and service contracts. 

We chose the production-sharing model as it seemed the 

most attractive option for both the companies and the 

State. This contract model aims to strike a balance between 

our two main objectives: to make Round One attractive for 

the industry and to ensure that the government gets a fair 

return. Moreover, this contract model has proven successful 

in the industry worldwide. From an implementation 

perspective, we expect the State’s revenues to flow evenly 

over time. We are not trying to bank on the contract from 

the outset precisely because we want to ensure that these 

contracts remain competitive through price fluctuations 

and different administrations. Contracts can last up to 

35 years, with a 25-year period set at the start and two 

possible five-year extensions. We will start reimbursing 

companies only when oil production begins. 

Q: What are the highlights of the feedback you received 

from companies participating in Round One?

A: Companies showed great interest in the first phase 

despite the low oil price context. In addition, the registered 

companies are greatly varied, ranging from the majors 

that we knew would be interested to other smaller 

companies from around the world. Mexican companies 

are also beginning to establish consortiums. Regarding 

the second phase, which covers development fields with 

certified 2P reserves and many with certified 1P reserves, 

we are offering nine fields grouped in five contracts. By 

April 30, 2015, 23 companies had already shown interest, 

22 companies had requested access to the Data Room, 17 

had already paid their access fee, and seven started the 

prequalification process. The first and second phases will 

be awarded on July 15 and September 30 respectively.

Concerning the contracts, certain adjustments have been 

made following the strategy we have used throughout the 

Energy Reform. We have been studying international best 

practices, what has and has not worked elsewhere, and we 

have listened to the industry. From December 2014 when 

| VIEW FROM THE TOP
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support of the Mexican society, we have to be completely 

transparent throughout the process. This is why we have 

put in place procedures that can make companies that 

are used to doing business in other parts of the world feel 

somewhat uncomfortable. Everything about the Energy 

Reform will be made available on the Internet and done 

in the public eye. There is no direct interaction between 

CNH commissioners and the companies participating in 

the bid. Some companies have complained about this but 

we will not negotiate terms and conditions with anyone. 

It is true that complying with all these transparency rules 

can be challenging. CNH’s commissioners are sometimes 

under a lot of stress because companies want to meet 

with them and they have to decline. This applies not only 

to the commissioners but to all the staff working at CNH. 

Nonetheless, while the government is learning, companies 

also need to learn how to manage this process in Mexico. 

Q: What were the main criteria you considered when 

structuring Round One?

A: We need to increase national oil production and the reserve 

replacement rate, and we need to do it fast, as the Mexican oil 

production is rapidly declining. We did not choose to embark 

on a Constitutional Reform to be fashionable, we did it 

because we have to increase our production. For Round One, 

we put forward a varied portfolio that includes opportunities 

for different types of players. Regarding the order of the 

bids, we agreed to start with shallow waters for two reasons. 

First, it will be easier and faster to extract hydrocarbons from 

shallow waters. Secondly, companies and industry analysts 

see the Perdido area as the jewel in the crown. We will offer 

onshore fields in the third phase, which includes mature fields. 

However, we must ensure that the selected areas are not 

only geologically attractive but also that the socio-political 

conditions are right for the fields to be developed. This entails 

conducting social impact assessments and ensuring that this 

is done before the contractors begin negotiating with the 

landowners. Extra-heavy crude areas will be included in the 

fourth phase, which will offer certified reserves but will also 

pose greater challenges. As for unconventional resources, 

when we originally defined Round One in August 2014, oil 

prices were at around US$100 per barrel. That is why we 

included unconventionals, in particular shale and tight oil in 

Chicontepec, which also has good access to infrastructure. 

In the current price environment, we need to re-evaluate the 

financial feasibility of these projects. Finally, SENER will be 

presenting a five-year plan for exploration and extraction 

activities and bidding rounds to send a signal to the industry. 

Q: What are the critical success factors to ensure that 

production starts by 2017 in the shallow water production 

blocks in the second phase of Round One?

A: Mexico’s production level is expected to increase by 

approximately 126 million b/d resulting from the fields 

included in the second phase of Round One. To achieve 

this, the first priority is to allocate the fields. We further 

expect that companies participating in the first phase will 

establish synergies with players in the second phase. The 

third phase will focus on mature and abandoned onshore 

fields, where we are also expecting to rapidly reach first 

oil. Mexico has over 800 mature fields of which 300 

were allocated to PEMEX in Round Zero, while the rest 

was kept for future licensing rounds. Two types of fields 

will be included in this phase. Some will be large mature 

fields, which are currently closed as it was more financially 

attractive for PEMEX to invest in Cantarell. The others will 

be smaller mature fields with potential production ranging 

from 100-50,000b/d, where we hope to see Mexican 

companies show an interest.

PEMEX’s farm-outs are also expected to contribute to the 

increase in production. The company must now comply with 

the stated calendar. For example, Exin and Bolontiku could 

be put up for tender in parallel with the second phase of 

Round One. We believe that, as we get more information 

about the areas that PEMEX will put forward for farm-outs, 

investment and technology will follow, resulting in an increase 

in oil production. This also means that two different types 

of contracts will be needed. One of them will be directed 

at smaller fields and Mexican companies, as it happened in 

Colombia. The other will be tailored for the bigger fields, 

where we expect larger companies to rapidly start producing. 

Q: What results would make Round One a success? 

A: We can define success in two ways. Firstly, that Mexican 

government and society get a fair share of whatever is 

awarded. Secondly, that in five to ten years, these contracts 

are still in operation and there have been no major 

challenges surrounding them. This would be a success as it 

would mean that companies got what they expected and 

that Mexican society is getting what it deserves. 

Q: Could success also be defined by the production levels 

seen in the future? 

A: Yes, it can be defined by increased levels of production 

and replacement of reserves. Success would also mean that 

we are developing our fields in a sustainable manner as we 

do not want to extract the last drop of oil as fast as we can. 

Success would be for Mexico to reach a level of production 

that allows it to satisfy its internal needs. We are still aiming 

to increase production by about 500,000b/d before the end 

of this administration in 2018. We are confident that Round 

One and PEMEX’s farm-outs will enhance our production 

capacity and help us achieve the 2.8 million b/d goal. 
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are going to be tailored for new companies in general, but 

we would like to see many Mexican companies participate.  

However, one requirement is changing, namely that 

companies should have five years of experience before 

entering into onshore projects. Instead of requiring 

company experience, we are going to require human 

capital expertise. We want to see companies with 

highly experienced Mexican engineers. CNH will require 

companies to present the resumes of their top engineering 

staff, which will have to show that these have at least ten 

years of experience in onshore fields or shallow waters. 

This is not new as this approach has been used successfully 

in other countries like Colombia. 

Q: What are the main changes that have been made to 

Round One since it was announced?  

A: We switched the order of the biddings. We will announce 

the onshore fields phase in May, before presenting the 

fourth phase that will include deepwater and extra heavy 

oil in June. That fourth phase is the most eagerly awaited 

by all major companies, because of the risk and the location 

of the fields in the Gulf of Mexico. In terms of deepwater, 

we have the Perdido Fold Belt with 11 blocks, a few more 

blocks in the gas basins, and an unexplored area attracting 

a lot of interest amongst major companies, the subsalt 

basins. In June, we will also be releasing the bidding for 

extra-heavy oil fields. These fields are in shallow water in 

the areas surrounding Ku-Maloob-Zaap. In that area, we are 

going to bid new fields and farm-outs from PEMEX, as we 

are responsible for the bidding process of these projects as 

well. By combining the extra-heavy oil farm-outs at Ayatsil, 

Tekel, and Utsil, with others like Pit and Kayab, we reach 

approximately 1 billion barrels of 2P reserves. 

Chicontepec and Unconventionals will be the final bidding in 

July, in which we will include tight oil, shale oil, and shale gas. In 

this last category, we have announced that as a consequence 

of the price drop, we are going to make adjustments to the 

original number of blocks that we are going to offer. Last 

summer, we announced nearly 70 blocks in unconventionals, 

but now we are picking the blocks that we believe could lead 

to a profitable opportunity on these current prices. 

Q: How much of an advantage is it for Mexico to be 

offering blocks with certified reserves?

A: We are the only country that has areas up for bidding 

with proven reserves. Traditional licensing rounds include 

exploration blocks, which we also have as part of the Round 

One. The first phase consists of 14 exploration blocks, and 

the second phase includes nine fields with reserves that 

are certified by international companies. Mexico is able to 

do this because we just finished Round Zero, and some of 

the fields that were not awarded to PEMEX are now part of 

Round One. Mexico will not be able to keep offering fields 

with proven reserves, which makes this a special opportunity 

for Mexico and for every oil company in the market. The 

Energy Reform is bringing additional investment to develop 

already discovered fields. This gives companies the chance 

to participate in a bid with no geological risk since the 

fields already have certified reserves. Therefore, they can 

immediately go to a bank and ask for financing to develop 

the area. This will happen only once. 

Q: Since this is a unique opportunity, how important is it 

for Mexican companies to compete in this round? 

A: One of our main priorities is to promote the development 

of the new Mexican oil industry. For 76 years, we had an oil 

industry dominated by PEMEX, but the Energy Reform will 

allow Mexican people and entrepreneurs to reshape the 

oil industry. However, these new companies will have to 

undergo a steep learning curve. The natural place for a new 

company to start is onshore, which does not mean that 

they cannot participate in offshore projects. Apart from 

some exceptions in Mexico, the natural way to participate 

in the first two phases of Round One is as a financial 

partner. However, the third phase will offer onshore 

projects, which means that we will adjust the technical and 

financial requirements to enable new Mexican companies 

to participate. These will be fields that were not awarded to 

PEMEX in Round  Zero, with proven reserves and existing 

production in some cases, similarly to the offshore fields in 

the second shallow water phase. CNH is currently looking 

at 30-40 fields that could be included in the process, in 

different states such as Nuevo Leon, Tamaulipas, Veracruz, 

Tabasco, Campeche, and Chiapas. We are not going to 

discriminate in terms of nationality as these requirements 
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Q: How has Mexico’s exploration and production outlook 

changed as a result of the unexpected drop in PEMEX’s 

production over the last year?

A: Mexico has very attractive geology so PEMEX’s 

production drop has not affected Round One. All kinds of 

companies are expressing their interest and that outlook 

will not change for the next few years. Having an integrated 

production cost of below US$20 in most of our fields 

means we can achieve the production goals established 

in the Energy Reform. We aim to increase production by 

500,000b/d over the current production in the country. 

However, that goal is separate from events happening 

within PEMEX. The company has its own dynamics and its 

production should increase once farm-outs get started and 

its new partners bring in new technologies and finances. 

The current drop is a short-term phenomenon due to one 

model ending and a new model starting. PEMEX’s goal 

is to create value, so we need to encourage the NOC to 

carry out more profitable activities. Mexico will see a lot 

of companies working in midstream and downstream, so 

PEMEX does not need to do everything by itself anymore. 

As a result, PEMEX can allocate its resources to more 

productive areas, like E&P. That could put PEMEX back on 

track to produce 2.5 million b/d again. 

Q: How would you rate the competitiveness of the blocks 

that are included in Round One, compared to what is 

available around the world? 

A: The blocks on offer are very competitive. In the North 

Sea, companies are being offered the same blocks that 

they have been offered for many years. In Colombia, a bid 

was recently launched but companies preferred to wait for 

Mexico’s Round One. The US is launching some deepwater 

bids near the border with Mexico but our bids are more 

attractive. Our shallow water blocks are around 200-

400km2, whereas the US blocks are 25km2 on average. 

To create any scale in the US, a company would have to 

bid for many of these blocks and try to build a hub by 

joining blocks, and partner up with other companies. In 

Mexico, these large blocks can stand alone from a financial 

or a production perspective. The number of companies 

that are paying to access the Data Room and enter the 

prequalification stage shows we are doing something right.

Q: What would be the best case scenario for the role of 

domestic companies as future operators?

A: Mexico has very good companies that are concentrated 

on providing services to large oil companies. We now want 

to start a program that fosters the development of these 

companies. In our model, mature fields will be a point of 

entry where companies can develop their capabilities until 

they are ready to operate larger onshore fields. The next 

step is to go offshore, and eventually we will help them 

to create partnerships that will allow national operators 

to work in deepwater in the Gulf of Mexico. A major fund 

managed by the Ministry of Economy has been created to 

achieve these goals. 

Q: How are you planning to use future licensing rounds to 

allow Mexican companies to make this natural progression?  

A: The law allows us to provide information to the industry 

and the market about what is going to happen in the 

next five years. In the summer of 2015, we will publish 

prospective information about the next five years of bidding 

rounds and how these will be structured to create a steady 

ecosystem. By signaling where the government wants to 

go, international companies will have strong incentives to 

establish a permanent presence in Mexico, while Mexican 

companies will be able to plan ahead and develop the right 

capabilities to eventually operate more complex fields.  

Q: Experienced Mexican service providers and newly 

created companies with financial strength want to 

become operators. What distinct roles do you see these 

types of companies playing?  

A: We need both types. Due to the low oil price, the entire 

industry is experiencing financial restrictions, and many 

companies will need a financial partner to enter into 

different projects. Proposals will be stronger if backed up 

by a good financial partner. Mexico has already seen good 

examples of national and international companies working 

together. We have had a very positive experience in the 

petrochemical area, where the international company  

Braskem partnered up with a smaller local player, Grupo 

Idesa, to gain expertise on how to work in Mexico. We hope 

to see this example reproduced in the upstream market in 

the future. 
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Q: How were the blocks for the shallow water exploration 

phase of Round One defined, and what are your 

expectations for the incorporation of reserves in the next 

three years?

A: We expect an incorporation that will exceed the 

expectations, namely the resource estimation by PEMEX. The 

bidding areas have been identified based on the opportunities 

that PEMEX had defined in the past. What CNH did was to 

look at the maps, analyze the information, and determine 

the technicalities of geological structures. When these 

opportunities were identified, CNH worked to make sure 

that all of the bidding blocks contained at least one or two 

promising geological structures. Afterwards, the institution 

worked to develop a series of studies to understand the 

nature and characteristics of the particular hydrocarbons in 

a determined region, making sure that the outcome matched 

the data that PEMEX has stored in its data base. Ultimately, 

CNH determined the most interesting areas with greatest 

potential and geologic possibilities, and defined the adequate 

size for each block considering the geological risk. There 

are a number of geological extensions with a superficial 

salt covering, where the resources located underneath are 

unknown. PEMEX has never involved itself with estimations 

in these areas and at least we hope to incorporate these 

estimations. New operators will have to analyze these areas 

and determine if they want to exploit them. We consider 

that this type of extraction activities will yield great results, 

and these could be even better depending on the geologic 

characteristics at depths unexplored by PEMEX.

Q: What is your outlook for Round One in terms of 

deepwater and unconventional resources?

A: PEMEX’s experience in Perdido has been excellent thus 

far, but the company has not done as well in the salt basins. 

The area extending from Perdido to the south presents great 

opportunities. Yet, there needs to be a balance between 

what the market is communicating and what the industry 

is truly interested in. The oil and gas industry has pressed 

Mexico to present blocks that include unconventional 

resources and it is probable that the Mexican government 

will make a broad offering. We are likely to see a number 

of blocks with unconventional resources being included in 

Round One, although the specific number is up to SENER.

Q: What is CNH’s strategy to effectively supervise the 

exploration campaigns of operators following Round One?

A: CNH, like other institutions, will have to develop surface 

studies with the assistance of experts responsible for 

acquiring geophysical, electromagnetic, and seismic 

information. Since it will be in charge of examining and 

regulating exploration and exploitation plans, CNH will need 

to rely on these experts. Therefore, the first priority will be to 

establish the applicable rules, including determining all the 

wells that will be drilled, the overview of the technical studies 

that will be developed, as well as the seismic acquisitions 

that will happen, among other matters. That is why we 

are planning to increase CNH’s personnel to 250 people, 

although even this number might not be enough. Because 

of our human capital limitations, CNH has so far had to work 

with external experts that provide personalized assistance. 

As we design our strategy, CNH is aware that there will be 

an inevitable brain drain. We clearly see that many experts 

working for the public sector will move into the private 

sector in the upcoming months. Although we do not expect 

that this migration will be as massive as some people think, 

there is very little that we can do to stop it.   

Q: What are the main changes in the relationship between 

PEMEX and CNH?

A: At the beginning, the relationship will be ambivalent 

and complex. The processes needed for Round Zero 

and Round One were difficult because directing PEMEX, 

an institution that has dominated the energy sector for 

70 years, to delimit its working and operating areas was 

a challenge. It was difficult for any institution to try to 

explain PEMEX what it could or could not do. Moreover, 

evaluating the financial, technological, operational, and 

business conditions for the delimitation of these areas was 

a very long and demanding process. However, this process 

was smoothed over when everyone understood their role 

and their attributions. We are now having weekly meetings 

with PEMEX to ensure proper cooperation and the 

success of the National Data Repository. The cooperation 

between the leaders of PEMEX, SENER, CNH, and the 

other institutions, has been very close, productive, and 

successful. Everyone assumed their role, took their specific 

responsibilities, and contributed to the transition. 
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A: When we look at companies that could meet these criteria, 

which of course include super-major, major, and independent 

companies, we see that more than 60 have a focus on 

shallow waters. Any of them would be able to participate on 

their own or as part of a consortium in the bidding process 

for the shallow water exploration blocks. Furthermore, the 

extraction blocks included in the second phase of Round 

One cover nine highly attractive fields consolidated in five 

contracts. These are truly good fields, with high quality crude 

oil and large volumes of certified reserves. 

Q: What outcome is required for CNH to see the first two 

shallow water rounds as a success?

A: How to measure the success of Round One is a major 

topic. Some consider that the number of blocks awarded 

should be used to determine this but I disagree. If we look at 

bidding rounds in other countries, the average percentage 

of blocks awarded is 40%. In the US, this falls to below 10%. 

This metric only tells you how many projects are available 

around the world. The real metric in my opinion should be 

the volume of prospective resources and reserves that is 

awarded and the commitment obtained from companies. 

Currently, PEMEX drills around 20 exploratory wells a year, 

counting only those that are relevant for this discussion. If 

we establish a minimum work commitment for each of the 

14 blocks involved in Round One, we will see more than 20 

exploratory wells being drilled a year just from the first call for 

bids. This means that Round One will lead to a fixed number 

of exploration wells to be drilled. This does not include the 

delineation wells, geological and geophysical studies, and 

other engineering studies that will be carried out in the next 

stages of Round One. All these committed investments will 

increase reserves and ultimately production as well. This is 

a real metric, as it covers the knowledge needed to assess 

prospective resources, helps with geological de-risking in 

the exploratory stage, and brings oil and gas to the surface 

during the extraction stage. After that, the next important 

factor is production, namely how soon we will see the first 

barrels being produced coming from these blocks. 

Q: What is your feedback on the concern that political 

interests might have a negative influence on the design 

and implementation of the licensing rounds?

Q: There have been concerns about the types of contracts 

awarded and their conditions. What is your perspective 

on how attractive these contracts are for companies? 

A: It depends on what company you ask, since some 

companies are used to such contracts in other parts of the 

world. The concerns we have heard are largely related to 

the prequalification criteria. These criteria for participation 

in Mexico’s shallow water bidding round are strict since 

there have been discussions about accidents, spills, and 

legal processes in the US and other parts of the world in 

recent years. These represent billions of dollars in terms 

of damages and penalties. We cannot risk having even 

minor incidents, such as spills or fires, in Mexico. Therefore, 

the Mexican government is setting strict prequalification 

criteria to make sure only the most capable companies 

participate in the bidding process, namely those that have 

well-implemented internal systems. When we look at the 

list of all important oil and gas companies in the world and 

filter them using our prequalification criteria, we are still 

left with dozens of highly reputable companies. This is not 

a coincidence. We performed that study before defining 

the criteria. Furthermore, the prequalification criteria 

for shallow waters will not necessarily be the same as 

those for deepwater or onshore projects. There will be a 

continuous curve on which onshore mature fields will have 

the easiest to comply with criteria, followed by onshore 

unconventionals, shallow waters, extra-heavy oil, and 

finally the toughest prequalifying criteria for deepwater. 

That is why it depends on who you ask. I am sure some 

companies will prequalify with no problems and will 

be comfortable dealing with these production-sharing 

contracts and eventually with license contracts. Speaking 

of the fiscal terms in the recently announced production-

sharing contracts, some people have mentioned that ours 

are tougher than other contracts in the world. However, 

they are being reviewed and improved, like the recently 

fixed adjusting mechanism for the exploration contracts. 

The idea is to receive input from companies so we can 

make the necessary improvements. 

Q: Are the blocks included in the shallow water portion of 

Round One attractive enough for the companies that are 

able to prequalify?
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A: One of the advantages of the Energy Reform is that we 

did not marry any single contract model. We left this open so 

that we could choose between production-sharing, profit-

sharing, licenses, and any other type of contract, allowing 

for the best model to be deployed for each opportunity. For 

quickness, efficiency, and practicality, I would use license 

contracts for everything. That is my personal opinion as 

I like licenses, but I prefer the idea of flexibility. It is also 

important to remember that CNH does not decide the 

contract model, as that is SENER’s role. For the specific case 

of shallow water contracts in exploration and extraction, 

SENER has established a production-sharing contract and 

there are many well-established rules governing how these 

production-sharing contracts will work. After that, we will 

see license contracts issued for other opportunities. Another 

advantage of the Reform is its checks and balances model, 

in which SENER decides the type of contract, the Treasury 

oversees the fiscal terms, CNH handles the tender and 

contract administration, and the Mexican Petroleum Fund is 

in charge of managing revenue. An agreement is designed 

between all these entities, in which all of us will operate in 

a completely transparent way. Essentially, the process we 

have in place is strong enough to avoid suspicions about 

alternative agendas.

Q: How were the particular fields to be awarded in Round 

One selected? 

A: SENER decides the volume of reserves that CNH is 

putting on the table while the Commission provides 

technical assistance. This means that SENER hands us the 

technical criteria and we suggest what fields match these 

criteria. We then send our recommendations to SENER and 

it decides which fields and areas will be included. SENER’s 

technical criteria almost always involve materiality and 

net present value, identifying fields that represent the 

most benefit for the country. In choosing the current 

fields, we focused on reservoirs with good volumes, good 

economics, and with proximity to existing infrastructure to 

enable the easy evacuation of hydrocarbons.

In terms of extra-heavy oil, we are currently looking at 

medium to long-term opportunities. These include great 

fields with huge volumes, for which we do not have the 

technology or the necessary infrastructure to recover the 

resources. For example, the Akal field in Canterell has an 

original volume estimation of close to 30 billion barrels, 

making it one of the largest fields in the planet. Akal has 

reached a 50% recovery factor, or around 15 billion barrels. 

If we add up all the extra-heavy oil opportunities in Mexico, 

some of which will be included in Round One, we reach a 

figure of close to 30 billion barrels. However, we do not have 

the technology or the ability to produce this extra-heavy oil 

through PEMEX alone. Companies that know how to produce 

in such conditions will take a serious look at these fields. 
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 1

GENERAL DATA CONCEPTS

Block Area km2 194

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.18 0.28

Minimum 0.16 0.25

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 50 31

Minimum 23 11

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.68 0.75

Minimum 0.50 0.70

GEOLOGICAL ANALYSIS OF 
ROUND ONE PHASE 1 BLOCKS
On December 11, 2014, CNH launched the tender for the 

exploration phase of Round One, also known as R01-L01. 

In this tender, companies would be able to bid for 14 

exploration blocks in the Southeast Marine Region. The 

southeast oil province is located along the coastal plains 

of the Gulf of Mexico and the continental shelf to Mexico’s 

southeast. It is the country’s most prolific oil and gas 

province, including both onshore and marine sections and 

consists of three geological provinces: Salina del Istmo, 

Pilar Reforma-Akal, and Macuspana. Salina del Istmo 

extends from the Sierra de Chiapas in the south to Mexico’s 

500m contour line in the north, drawing a limit with the 

Veracruz basin in the west, and bordering Pilar Reforma-

Akal to the east. The Comalcalco sub-province is located in 

Salina del Istmo’s southeast region, as it shares sediments 

and salt evacuations with the latter. The structure of Salina 

del Istmo is characterized by diapirs, walls, grooves, and 

roofs made from salt like Comalcalco, and mini-basins 

in saline bodies. The Mesozoic and Paleogene rocks are 

structured by folds and faults leaning northeast-southwest 

and verging to the northwest, and by the rotation of layers 

in the bases of the saline diapirs. The Tertiary formation 

presents domes associated with saline masses, listric 

faults inclined toward the northeast affecting Mesozoic 

formations, and counter-regional listric faults. Blocks 

1 through 7 belong to the offshore portion of the Salina 

del Istomo basin and are expected to contain light oil 

reservoirs.

Blocks 8-13 are located in the Pilar Reforma-Akal 

geological province, which consists of several structures 

that span onshore fields such as Cactus and Sitio Grande 

in Chiapas, crossing the state of Tabasco, and entering the 

sea all the way to Cantarell and Ku-Maloob-Zaap. Given 

the discoveries made between 2005 and 2011 in this area, 

including Xanab, Ichalkil, Tsimin, and Xux, these blocks are 

thought to be the most promising in the tender. Most of 

the blocks are believed to have heavy and extra-heavy oil 

reservoirs, while block 13 is thought to have dry gas as 

well. Pilar Reforma-Akal borders to the west with a fault 

system that belongs to the Comalcalco basin, to the east 

with the Frontera fault system, the Amate-Barranca clay 

diapirs alignment, and the Topen-Níspero fault, to the 

south with the folded belt of the Sierra de Chiapas, and 

to the north with the Yucatan shelf. This province presents 

layered structures. The first consists of faulted and rotated 

Source: CNH
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 2

GENERAL DATA CONCEPTS

Block Area km2 195

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.18 0.28

Minimum 0.18 0.25

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 40 20

Minimum 22 10

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.50 0.70

Minimum 0.50 0.70

blocks, and Late Jurassic-Early Cretaceous salt rollers. The 

second is related to a compression of the sedimentary 

platform of the mid-late Miocene. As for the third and most 

important structure, it has mid-late Miocene folds and 

thrust faults facing northwest-southwest with vergence to 

the northeast. These deviated clay and evaporate horizons 

form the Oxfordian and Callovian periods, which affect 

Mesozoic, Paleogene, and early-mid Miocene rocks. Finally, 

the last structured has been identified as being governed 

by the Neogene. It has listric faults dropping to the 

northeast, which deviate at the Oligocene-Miocene limit. 

Unlike the other 13 blocks, which are located in the coasts 

of Tabasco and Veracruz, block 14 is located off the coast 

of Campeche and is part of the Macuspana geological 

province and the Marine Southeast basin, which is 

believed to have rich condensate and wet gas reservoirs. 

The Macuspana basin borders to the east with a normal 

fault system, in which the Xicalango fault stands out, that 

separates it from the Yucatan shelf. Macuspana is limited 

to the northeast-west by the Frontera fault system, the 

Amate-Bannacas diapiric alignment, and the Topén-

Níspero fault. The basin borders the Chiapas folded belt to 

the south. This sub-province presents listric faults governed 

by the Miocene-Early Pliocene facing northeast-southwest 

and inclining towards the northwest with anticline rollovers 

associated with Oligocene clay evacuations. In the marine 

portion, these faults break and move Mesozoic rocks to the 

northwest in a raft-like system, making Jurassic salt meet 

with Oligocene sediments. In the basin’s western border, 

listric faults from the Late Pliocene-Pleistocene face 

northeast-southwest with inclinations to the southeast. 

These faults present elongated anticlines governed by 

Plio-Pleistocene formations associated to the inversion in 

the Miocene listric faults. 

Source: CNH
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PROSPECTIVE RESOURCES (MBOE)

GENERAL DATA CONCEPTS

Block Area km2 233

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.18 0.30

Minimum 0.18 0.28

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 39 24

Minimum 22 14

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.55 0.75

Minimum 0.50 0.70

| BLOCK 3

and for the international capital markets to invest in. We 

have also had the support of several bond issuances that 

reassure us that PEMEX’s stability and efficiency is well-

recognized by the international markets. 

Q: Do you expect new operators to be able to match PEMEX’s 

average production costs of around US$23 per barrel?

A: All IOCs have diminished their budget between 10-20% 

since many of them have production costs of US$70-90 

per barrel. Our production costs are far below that mark, 

which makes oil production very profitable. Nevertheless, 

we did need to adjust our budget, especially concerning 

expenses. We did what any other firm would have done, 

which helped us to greatly benefit from the transformation 

we have already begun following the Energy Reform. In 

Q: How will PEMEX’s participation in the initial shallow 

water phases of Round One affect the international 

perception of the competitiveness of this round?

A: In Round Zero, where only PEMEX was allowed to 

participate, the allocation of fields was designed to 

guarantee that PEMEX would continue meeting its goal of 

2.5 million b/d in the long run. Growth beyond that level 

will depend on PEMEX’s ability to compete in the open 

market in successive rounds. Round One is currently under 

way and is open to PEMEX and other oil companies, both 

domestic and foreign. The interest aroused by Round One 

for the allocation of exploration and production blocks, 

despite the recent fall in prices, shows that the Energy 

Reform is beginning to materialize. PEMEX is a reliable 

and knowledgeable partner for international oil companies 

| VIEW FROM THE TOP

PEMEX CASTING 
LARGE SHADOW OVER 
ROUND ONE
EMILIO LOZOYA AUSTIN
Director General of PEMEX
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 4

GENERAL DATA CONCEPTS

Block Area km2 233

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum N.D N.D.

Minimum N.D. N.D.

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 36 33

Minimum 28 26

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

spite of the low international oil prices, business in Mexico 

is still very profitable and many firms have shown interest in 

associating with PEMEX. We have the expertise and nobody 

knows the geography and the Mexican fields better than 

PEMEX’s engineers. We are a natural ally for international oil 

companies, with such partnerships proving highly beneficial 

to all, and we will compensate the decrease in investments 

through joint ventures with other companies.

Q: How has the PEMEX budget cut increased your need 

to look for partners before advancing your planned 

deepwater exploration activities?

A: We are facing a severe budget cut but we have found 

creative solutions to this problem. One of the solutions 

we found was to diminish the rhythm of investment we 

already had planned for projects in 2015. Investments in 

some of the deepest fields presenting the most risk will 

be delayed if we have not started exploring. However, we 

are seeking to cut our investment in current and future 

production by the least possible. Moreover, we will seek for 

joint ventures with IOCs to invest in deepwaters in the Gulf 

of Mexico, which will be one of our priorities as a company. 

We are very confident that the Energy Reform is making it 

very attractive for international oil companies to come and 

invest, either with PEMEX or by themselves, in Mexico’s 

oil fields. The Mexican reservoirs and our geological 

potential offer an incredible opportunity for Mexican and 

international companies.

Q: Which roles should PEMEX and new operators play in 

delivering the 500,000b/d of new production by 2018?

A: In the last years, PEMEX’s oil production has been 

stagnant. In the last few months, it has suffered from certain 

adjustments, mainly because of differences in measuring 

of production and distribution due to the movement 

of inventories, evaporation, and other eventualities. 

Nevertheless, with a better management of the fields, the 

trend of increasing distribution, and PEMEX’s new capacity 

to enter into alliances, we will achieve the production goal 

that has been set. It is true that PEMEX will become just 

another player in the sector. However, it is our firm intent 

to remain the largest and most important oil company in 

Mexico. Opening the energy sector to the international 

market will lead to a substantial increase in investment 

for the industry as a whole, adding to the approximately 

US$25 billion that PEMEX has invested annually. We 

estimate that the industry could profitably absorb close 

to twice that amount of investment in the following years.
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PROSPECTIVE RESOURCES (MBOE)

GENERAL DATA CONCEPTS

Block Area km2 466

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.19 0.30

Minimum 0.18 0.28

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 25 14

Minimum 22 13

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.56 0.75

Minimum 0.40 0.70

| BLOCK 5

ROUND ONE OUTLOOK REMAINS 
CLOUDY FOR LEADING IOC
Shell sees Mexico as a long-term opportunity and the 

company is busy planning for upcoming bidding rounds 

over the next years. “CNH expects to have bidding rounds 

for the next couple of years. With this in mind, we are 

hard at work in Mexico and we are planning internally in 

order to be ready. Even if we lose on certain bids, we can 

rely on our workforce to prepare for the following tender,” 

explains Alberto De La Fuente, President and Director 

General of Shell Mexico. He adds that a company like Shell 

needs to complement itself internally. If the company’s 

Mexican office lacks certain technical competencies to 

prepare for a bidding round, the firm will seek support 

from its Houston office, which is constantly working on 

different projects around the world. De La Fuente would 

like to see Shell create a diversified portfolio in Mexico 

so that the country can become a priority area for the 

company’s growth and development, just like Brazil, 

Oman, and the US. “Mexico competes against other 

options around the world, so I would like the country 

to be a Shell heartland for the right reasons, including 

competitiveness and prominence. We will analyze the 

opportunities ahead by taking into consideration our 

shareholders’ outlook,” tells De La Fuente. 

The oil company is currently developing the Stones ultra-

deepwater project, among other deepwater developments 

in the Gulf of Mexico, giving it a definite advantage. Shell 

is involved in 11 out of the 15 deepwater fields in the US 

Gulf, producing 400,000b/d from these. Among them, 

the multinational operates Perdido, which is directly north 

of the analogous area in the Mexican Gulf. “The US is our 

reference on bringing expertise and knowledge to Mexico. 

Our work in Perdido in the US Gulf of Mexico is an excellent 

example of what we could do here,” states De La Fuente. 

While deepwater is definitely an option for the experienced 

oil company, it is also looking at opportunities in shallow 

water, heavy oil, and unconventional resources. “We cannot 

say no to an opportunity we have not looked into before, 

so we are analyzing all relevant indicators at the moment 

to evaluate if there is something we find interesting,” 

comments De La Fuente, who emphasizes that his company 

will make decisions only after considering the technical, 

economic, and legal aspects relevant to each opportunity. 

“Things will evolve because this dynamic market is new to 

Mexico. There will be many changes with consortiums and 

partnerships being formed depending on the opportunities 

at hand,” comments De La Fuente. He also points out that 
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 6

GENERAL DATA CONCEPTS

Block Area km2 466

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.18 0.28

Minimum 0.18 0.28

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 44 32

Minimum 24 16

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.50 0.70

Minimum 0.50 0.70

bidding processes around the world are usually headlined by 

companies uniting to bid on a specific opportunity while also 

agreeing to compete for other options. “That is the nature 

of the oil and gas business and that is how we would expect 

the process to work in Mexico as well.” As for any potential 

collaboration with PEMEX, De La Fuente acknowledges the 

huge advantage the NOC has due to its in-depth knowledge 

of Mexican assets and its technical expertise. However, while 

PEMEX will be considered as a potential partner for Shell, the 

IOC will view it just as any other oil company. 

Given current oil prices, De La Fuente does not believe 

PEMEX will be able to participate in all of the 169 blocks being 

put up for tender while simultaneously handling its farm-

outs. “We might face a situation in which Shell and PEMEX 

could be competitors or partners, just as we are at the Deer 

Park Refinery,” says De La Fuente, adding that PEMEX might 

have an advantageous position in shallow water areas but is 

not experienced enough in deepwater and unconventional 

fields. “The magnitude of the opportunities is such that every 

player will be able to take a piece of the cake. In this industry, 

no company can go do it all alone. Companies joining forces 

will happen in future tenders.”

The current contract model states that, in case a consortium 

is formed, a company is obliged to participate with the same 

partners if it wishes to bid for multiple blocks in any given 

tender. Furthermore, it may be that these consortiums will 

be restricted in the number of blocks they can bid on. De La 

Fuente understands that the government is trying to create 

a very competitive market with many participating actors 

but Shell is evaluating the potential risks of this condition. 

For instance, if a company is only able to bid on five out 

of 14 available blocks, all companies might only bid on the 

most promising five blocks and abandon the others. “Unless 

companies analyze the opportunities in a radically different 

way, the situation could result in no one bidding on the 

other nine blocks,” he explains.

“I hope that CNH receives feedback from private contenders 

regarding the bidding process in the coming months so that 

the authorities may take this and other elements into account”

Alberto De La Fuente, President and Director General of Shell Mexico
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PROSPECTIVE RESOURCES (MBOE)

GENERAL DATA CONCEPTS

Block Area km2 465

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.20 0.30

Minimum 0.15 0.29

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 23 14

Minimum 22 13

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.56 0.75

Minimum 0.55 0.75

| BLOCK 7

today, as well as all the potential countries we may enter in 

the future. In terms of what makes Mexico competitive versus 

the rest of our portfolio, the country is a major producing 

region, unlike Honduras, Uruguay, or Tanzania where there is 

no substantial oil and gas activity as of today. This is a country 

that produces 2.5 million b/d and has the supply chain and 

expertise that supports this production. Moreover, Mexico is 

a strong economy, with great universities and human capital. 

All these areas play in Mexico’s favor. 

Q: What is BG’s view on partnering with PEMEX, and what 

capabilities could BG contribute to such a partnership?

A: BG excels at partnering with NOCs. In fact, our strong 

partnership with Petrobras has led to some of largest 

hydrocarbon discoveries in the world, the offshore, deepwater, 

Q: Which role could Mexico play in BG Group’s reserves 

replacement strategy?

A: Mexico could become another leading part of our portfolio. 

BG Group sees Mexico as a solid economy and a great 

hydrocarbon basin to be working in. In a lot of countries, the 

first question is whether there are hydrocarbons or not. In 

Mexico, we already know there are. We have been waiting for 

the Energy Reform, but it is a bit soon to say whether we are 

going to be focused on deepwater, shallow water, onshore, or 

other areas. We are going to look at all opportunities.

Q: What makes Mexico a competitive upstream investment 

destination in BG Group’s global portfolio?

A: We look at opportunities in a global context. Mexico has 

to be compared against all the countries where we operate 

| VIEW FROM THE TOP

NIMBLE E&P EXPERTS 
SEE MEXICO AS THE 
FUTURE
WAJIH EFFENDI
Vice-President and Country Manager of BG Mexico
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 8

GENERAL DATA CONCEPTS

Block Area km2 116

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 69 54

Minimum 42 36

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

pre-salt discoveries. We would welcome the chance of having 

PEMEX as a partner. In such a partnership, we would bring 

our global expertise, including best-in-class exploration and 

drilling technology and our ability to quickly progress and 

de-risk frontier basins. Furthermore, PEMEX would bring the 

essential local capability, knowledge, and skills. 

Q: What does BG Group consider to be the advantages of 

entering a consortium with other private operators?

A: In the industry, it is typical for IOCs to partner with 

one another to help share risk and to have appropriate 

technical capabilities. The same applies in the case of the 

bidding rounds in Mexico. Specifically, a consortium would 

bring together multiple technical teams to help validate 

and progress bids, which is particularly valuable in a short 

bidding round. 

Q: What will be BG Group’s distinguishing factor to attract 

Mexican petroleum engineers and geologists?

A: Human capital will obviously be an issue for the industry in 

Mexico, just as everywhere else. This industry requires a large 

number of engineers and technicians, but universities do not 

generate enough graduates around the world. Even the UK 

and the US still incentivize foreign engineers to immigrate 

because they do not have enough engineers. The other 

way of looking at this is by acknowledging that Mexico has 

a vibrant oil and gas industry, thousands of engineers, and 

great universities. It will therefore not experience the same 

magnitude of skills gap that other countries have faced. Also, 

I am hopeful that the industry will start investing even more 

in human capital. Companies like BG Group and others are 

already looking at how to help universities have the right 

curricula and take Mexico’s human capital to the next level. 

That is a far more manageable challenge than having to build 

the system from the ground up. 

Q: How will BG Group leverage its experience to adhere to 

the requirements stipulated by Mexican regulators?

A: First and foremost, we will deploy our own standards, 

which exceed many national standards around the world. 

We have a responsibility to the communities we work in, our 

shareholders, our employees, and our contractors, to operate 

in a safe and sustainable way. We do this by using international 

best practices and applying them consistently. Furthermore, 

we always welcome interactions with regulators, such as 

ASEA and CNH, which will allow us to work closer with them 

to ensure that Mexico has the right regulations in place to 

ensure safe and efficient operations.
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Q: Which type of projects do you foresee your clients 

getting into?

A: Even though there has been much talk about Mexico’s 

great deepwater potential, very few companies are interested 

in taking on these developments, namely large enterprises 

interested in capital-intensive projects. Therefore, most 

medium to large independent companies are interested 

in Mexico’s onshore assets, including secondary recovery 

projects. While Round One does not offer too many 

opportunities in this segment, there will be a broader playing 

field for these companies in subsequent rounds. Additionally, 

most of the companies looking to work in onshore assets 

are interested in knowing how they will work with PEMEX. 

Since these companies will most likely share or use the NOC’s 

existing infrastructure, questions such as the amount to be 

paid to PEMEX for this service are coming up. Even though 

these concerns vary depending on each company’s targets 

and ambitions, Mexico has a multifaceted asset portfolio with 

vast geological and technical challenges, which will offer 

opportunities for a diverse range of enterprises. 

Q: How is Mexico positioned in IHS’ global portfolio and how 

will the company leverage its international experience here?

A: Since 2014, our Latin America Upstream division has 

grown about 30% thanks to Mexico. While Mexico is our 

top growth engine, Brazil still holds a very important place 

in our overall Latin America portfolio, and Argentina is also 

providing opportunities for us given its shale boom. We feel 

that our positive project experiences in Brazil and Colombia 

will surely help improve our service offering for the Mexican 

market as it opens up. Our experience in Colombia was 

very positive given that we were able to work not only with 

operators but also with the country’s regulators. As the 

country opens up its energy sector to new companies, IHS 

sees a myriad of opportunities as a global data management 

and consulting firm. Thanks to our services, we are able to 

cater to both the private sector and the country’s energy 

regulators. However, we need to anticipate the industry’s 

concerns and demands so that we can continue to be ahead 

of our competition. Anticipating our clients’ next question 

is at the core of our strategy. In doing this, we are able to 

guarantee them highly valuable insight with resourceful tools 

to facilitate their decision-making processes.  

Q: How could IHS help CNH deliver data in user-friendly 

formats as it is compiled and formated for bidding rounds?

A: Given the fast-paced nature in which CNH had to deliver 

all of the data for Round One and organize itself during its 

creation, we were not able to participate. We were interested 

in helping the regulator because we know how important 

managing data will be for the success of the tendering 

process. Standardizing and managing data correctly are 

truly critical steps in order for companies to make the most 

of what is available. While CNH is currently only dealing with 

the transfer of PEMEX’s data, it will be required to manage 

the data from all companies operating in Mexico in the future. 

Moreover, it will also have to manage its own data and compile 

all of the country’s technical data in a user-friendly format 

that is understandable to any company looking to use such 

information. Considering that IHS’ platform is commonly used 

by many players in the oil and gas industry, many companies 

find it much easier to maneuver through the data using our 

platform. CNH has a huge challenge ahead. Nevertheless, its 

foundation and its people are backed by very professional 

standards while its internal capabilities are growing steadily. 

Adhering to transparency standards and international best 

practices will definitely play a role as it positions itself into 

its new framework requirements. The integrity of CNH’s 

processes will depend on working under a well-defined 

structure so that it can guarantee a fair playing field for all 

companies involved in the bidding rounds. 

Q: How is IHS preparing itself to deliver its entire line of 

data management services for the first time in Mexico?

A: IHS is able to digest and process a great amount of data 

to offer its clients an integrated platform that allows for the 

analysis of many possible factors and scenarios. Because 

of the need to fully evaluate each opportunity before 

making an investment, our services are tailored not only 

for operators but also for service companies and financial 

institutions looking to tap into Mexico’s post-Reform oil 

rush. In turn, this is a great opportunity for IHS in Mexico, 

because we will be able to offer our entire service portfolio 

in the country for the first time. We will now offer geological 

data management, which will provide companies with the 

ability to carry out in-depth analyses and determine the 

best opportunities in Mexico’s hydrocarbon asset portfolio. 

| VIEW FROM THE TOP

BENEFITS OF 
ENHANCED DATA 
MANAGEMENT
ALEJANDRA LEÓN
Director of Latin America Upstream at IHS
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PROSPECTIVE RESOURCES (MBOE)

GENERAL DATA CONCEPTS

Block Area km2 116

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.14 0.25

Minimum 0.14 0.25

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 33 23

Minimum 25 13

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.52 0.77

Minimum 0.52 0.77

| BLOCK 9

in our portfolio will be postponed until then. In terms of 

production, we have seen reserves replacement well above 

150% over the last six years. We are aiming to maintain said 

levels above 100% in the coming years. We will continue 

with our growth curve to guarantee that our reserves-

production ratio for 2020 is between nine to ten years. 

In the current low-price scenario, these strategies have 

enabled us to continue operating without stopping any field 

operation while protecting our cash flow. In this context, 

Mexico has significant potential in resources and reserves, 

which is clearly aligned with Ecopetrol’s mid-term strategy. 

To capitalize on these, we are evaluating the various bids 

that have already been launched in the country. Our mid- 

and long-term investment outlook in Mexico will soon be 

submitted to the board to see how we can bring it to life.

Q: How does participating in Mexico’s Round One fit into 

Ecopetrol’s development strategy? 

A: The plummeting oil prices have obliged us to make 

some adjustments to Ecopetrol’s strategy, just as many 

companies have done. Our strategy is primarily focused on 

reducing costs and increasing efficiency and productivity in 

order to protect our margins and cash flow. We also revised 

our portfolio, decided to keep investments in productive 

assets, and to defer certain exploration investments. For 

the latter issue, we are heading towards more concrete and 

substantial objectives that enable the company to support 

the incorporation of reserves to withstand production levels. 

This strategy is mostly focused on offshore operations in 

Colombia. Assuming that oil prices will probably recover in 

2016, certain exploratory activities that are already defined 

| VIEW FROM THE TOP

COLOMBIAN NOC 
IMPRESSED BY MEXICAN 
BIDDING ROUNDS 
HÉCTOR MANOSALVA ROJAS
Vice-President of Development and Production of Ecopetrol
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 10

GENERAL DATA CONCEPTS

Block Area km2 232

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.14 0.27

Minimum 0.14 0.25

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 33 28

Minimum 23 9

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.52 0.77

Minimum 0.52 0.77

Q: What types of fields included in Round One are the 

best match for Ecopetrol’s capabilities and priorities? 

A: We are currently closing the technical assessments for the 

bid that was launched on December 2014 for 14 exploration 

blocks in shallow waters. Our technical team, split between 

Mexico City, Houston, and Bogota, is in charge of assessing 

these opportunities. We are also assessing the second bid 

that was launched in February 2015 for the development 

and production of shallow water blocks. We are now 

awaiting the third bid, which relates to onshore production 

development. I am under the impression that all players are 

anxiously expecting the technical information about the 

blocks to be tendered. The bidding for deepwater blocks 

might also present opportunities for Ecopetrol. In contrast, 

we do not see Ecopetrol bidding on unconventional fields 

because of our lack of experience in this segment although 

participating in the farm-outs for unconventional blocks 

could be interesting. Once we have done the proper 

technical evaluations and finished assessing the different 

rounds, we will define the best scenarios for resources, 

reserves, and investment in the blocks we will bid for. 

Q: Why are the first bidding rounds particularly important 

for Ecopetrol?

A: Mexico’s bidding round has one of the highest hydrocarbon 

potentials in the world. Proof of this can be found in its 

contingent resources, its exploratory potential, the inventory 

of reservoirs, and the country’s current production levels. 

This means that the opening of the market represents an 

opportunity for many companies, including Ecopetrol, to 

develop their activities in areas with enormous potential. 

For us, it is of paramount importance to have Mexico on our 

radar, to closely follow the opening of the sector, to study the 

implications of government-driven policies, and to monitor 

the entire process of licensing rounds in order to plan and 

implement our investments in the country.

Q: What sets Ecopetrol apart from other E&P companies 

that have shown interest in Mexico? 

A: There is an important affinity between the investment 

environment in Colombia and Mexico and an equally 

significant proximity between ourselves and PEMEX. 

Although its size and reach is considerably larger than ours, 

there are similarities in terms of strategy, objectives, and 

opportunities in exploration and production matters. Likewise, 

Ecopetrol has been building strategies to develop productive 

investments in mature fields and heavy crude oil fields, where 

we have been highly successful in Colombia.
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PROSPECTIVE RESOURCES (MBOE)

GENERAL DATA CONCEPTS

Block Area km2 309

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 42 36

Minimum 34 29

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

| BLOCK 11

PEMEX with drilling services, including cementation, drilling 

fluids, and directional drilling. Furthermore, through careful 

associations, we are building up our experience in fracking 

for onshore operations. Finally, our long mining experience 

will also be useful for oil and gas operations, although the 

technologies used are different. Overall, Grupo Mexico is 

diversified in different business areas, it has financial strength, 

the potential to create alliances, a track record in creating 

successful companies, and a high organizational capacity 

oriented toward efficiency and low costs. 

Q: How are the current low oil prices and PEMEX’s budget 

cuts affecting your medium and long-term strategies? 

A: The drop in oil prices is much the same as what has 

happened in mining following the drop in mineral prices: the 

Q: How do the different activities within Grupo Mexico, 

such as mining and drilling support your ambitions as an 

oil and gas operator?

A: We have people with vast experience and knowhow in 

drilling and added value services, and we will be transferring 

those resources and skills to other areas. We are one of the 

lowest-cost mining companies in the world and we have the 

largest certified copper reserves of any company listed on 

the stock market. All this experience in an extractive industry 

such as mining can be transferred into oil and gas. After 

that, through a joint venture with a successful oil company, 

our subsidiary, Perforadora Mexico, can be transformed into 

a real oil and gas player. Furthermore, Grupo Mexico has 

a track record of successfully diversifying its businesses. 

On one hand, we have 56 years of experience in providing 

| VIEW FROM THE TOP

NATIONAL CHAMPION 
MOVES FROM MINES 
TO OILFIELDS 
XAVIER GARCÍA DE QUEVEDO
President of Grupo Mexico
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 12

GENERAL DATA CONCEPTS

Block Area km2 387

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 46 42

Minimum 41 31

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

development of projects slows down, less capital is available, 

and risk increases while prices stay steady. However, I 

believe that in difficult times, one can create strategies to 

capitalize on new growth possibilities, since a crisis generates 

opportunities. At the end of the day, what matters in oil and 

gas is much the same as what matters in mining: having 

profitable deposits and the ability to be a low-cost producer. 

In collaboration with PEMEX, we are coming up with new 

schemes to help the NOC navigate these difficult times. 

PEMEX is obviously an important client, for whom we have 

provided services during the good times and the bad. 

Q: Apart from supplying PEMEX, what are your ambitions 

to become an operator, and what opportunities do you see 

for Grupo Mexico in the initial phases of the bidding rounds?

A: Our plan is to transform from having a drilling company 

with integrated services to having a company that can 

handle oil exploration and production. This conversion 

has to be done by forging alliances with companies that 

are experienced in this area. One opportunity may come 

from PEMEX looking to sign incentive-based contracts 

measured by an increase in efficiency and oil production. 

Besides this, we are considering the possibility of entering 

Round One for the mature fields that were tendered on 

April 30, 2015. If we do, we would not participate only for 

the sake of winning, we would look to actively generate 

value and get a return on investment. We will move one 

step at a time while always looking for profitability. 

Q: Which role does Grupo Mexico aspire to play in the 

future of the Mexican oil and gas industry? 

A: With the pressure that PEMEX is under to increase 

production, many unforeseen opportunities will soon arise. 

Across the fields that PEMEX has discovered, only around 

20% of the oil has been extracted, which means there 

are many great things to come. As for Grupo Mexico, our 

plan is to gradually become an oil producer. We want to 

see solid, sustainable growth and enter the big tenders. 

We have the intention of entering deepwater although 

we might initially do so as a supplier of drilling services. 

After all, we first ventured progressively and carefully 

into railroads and energy. Our approach to business in 

the oil and gas sector must also be based on thorough 

analysis and intelligent alliances that provide us with the 

necessary technology, since we do not have experience 

in exploration, development, and production. We see 

ourselves as an important Mexican player in the oil and gas 

industry within the next 15-20 years. 
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PROSPECTIVE RESOURCES (MBOE)

GENERAL DATA CONCEPTS

Block Area km2 501

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum 0.16 0.28

Minimum 0.14 0.25

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 64 31

Minimum 29 6

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum 0.65 0.75

Minimum 0.60 0.75

| BLOCK 13

contract models that were born in Mexico to reflect 

international standards and best practices. All of this makes 

it the right time to start an E&P company in Mexico. 

Q: Why is it important that Mexican independent operators 

enter the market in addition to more experienced 

international operators?

A: This goes back to a simple truth. Innovation for oil and 

gas exploration has become far more difficult over the past 

15 years. Big companies all behave in the same way. They 

require big projects and giant reservoirs, and only a few have 

actually participated in new discoveries. They are very strong 

in certain aspects of the value chain, but small companies 

tend to be innovators that pursue technical excellence. This 

has been proven true by the companies created during the 

Q: Is Mexico a good place to start a company like Sierra 

Oil & Gas at this moment?

A: Sierra was created with the long-term motivation 

of building a business in a country that is opening up. It 

presented an opportunity for innovation and growth, and 

to bring new skills. The catalyst was the Energy Reform 

process, which we are very optimistic about. Mexico has 

learned important lessons from other countries and it has 

very good people to make this reform a reality. Sierra was 

founded immediately after the Energy Reform but we had 

many years to prepare, consolidate our presence, and 

evaluate opportunities. Furthermore, the current low oil 

prices are positive for us as they create a less competitive 

environment and bring costs down. Finally, we are seeing 

positive trends from regulatory bodies in terms of adjusting 

| VIEW FROM THE TOP

SIZE DOES NOT 
MATTER FOR EARLY 
BIRDS 
IVAN SANDREA
CEO of Sierra Oil & Gas
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PROSPECTIVE RESOURCES (MBOE)

| BLOCK 14

GENERAL DATA CONCEPTS

Block Area km2 310

Main Hydrocarbon Light Oil

POROSITY FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

ODDS OF SUCCESS %

Concept Geologic Commercial

Maximum 19 6

Minimum 17 4

HYDROCARBONS SATURATION FRACTIONS

Concept P90 P10

Maximum N.D. N.D.

Minimum N.D. N.D.

shale gas revolution in the US, and by small companies 

that have made substantial discoveries in Brazil, Africa, and 

the Mediterranean. Mexico brings similar opportunities for 

such players. The second factor is that SMEs are active, 

thus providing more employment and opportunities than 

big companies that outsource from London or Houston. 

Overall, I believe that well-capitalized companies of any 

size with the right technical and managerial teams have the 

same chance of creating value, growth, and employment in 

Mexico as anyone else. Sierra is positioned as a medium-

sized company that will participate in important projects 

and will build a diverse portfolio. 

Q: Which steps have you have to take to ensure that Sierra 

will be a competitive participant in Round One?

A: Sierra has been laying down the groundwork since long 

before the Data Room was opened to potential bidders. 

We have used public information, academic research, and 

our own expertise to create our own databases and maps. 

We have also been working with a strong focus on regional 

geology, mainly in the characteristics of the basins. This 

enables us to pick the right blocks to bid on. This has led 

to a real competitive advantage for Sierra as our team 

has years of experience working in Mexico and abroad. In 

terms of bidding, we need to see a combination of many 

factors before deciding to seek out a block. Sierra is not 

desperate to bid just for the sake of it, and if we do not find 

a pertinent offer, we can wait for the next round. We are 

going to bid where we believe we can add value, where the 

rewards are balanced, and where we see an area of great 

opportunity for Sierra and its partners. At this stage, we are 

definitely gearing up and preparing to enter the game, but 

we are building the business for the long run. It is one of our 

strongest traits that we have been looking for the perfect 

opportunity to bid for a long time, unlike many companies 

that take care of this process at the last minute. 

Q: What makes Sierra an attractive partner for companies 

with relevant upstream experience seeking to partner in 

Round One?

A: Sierra was formed with an immediate understanding 

of the technical challenges and opportunities that Mexico 

presents. We also have a good knowledge of the commercial 

and fiscal regimes governing the industry as well as the 

legal dimensions. Partners see in Sierra a company that has 

technical advantages and understands the way business is 

done in Mexico. We are now helping our partners to build up 

that knowledge and better prepare their operations.  
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CREATING THE BUILDING BLOCKS 
OF THE DATA ROOM
The new Hydrocarbons Law tasked CNH with creating a 

Data Room, containing complete information about the 

fields to be tendered as part of Round One in 2015. The 

Data Room opened its doors on January 15, 2015. Oscar 

Roldán, Director of Economic and Statistical Evaluation 

at CNH, spoke at length about the preparation of the 

project, which involved integrated planning for the room’s 

infrastructure, its telecommunications equipment, and all 

the technology needed to handle the operations. Since 

its conception, CNH knew the Data Room would handle 

vast reams of data, meaning that a company with a large 

response capacity was needed to manage it. “We needed 

to invest 85% of the contract, or close to US$11 million, 

upfront in the first eight months,” says Roldán. The tender 

was not public, and only three pre-selected companies 

participated: Schlumberger, Halliburton, and CGG. These 

were chosen because CNH only considered companies 

with the best track record and which could offer the most 

reliable results. Ultimately, Schlumberger won the tender 

and now administers the Data Room. When choosing the 

location where the servers would be located, Monterrey 

was picked as it allowed CNH to implement the safety 

and space measures it needed. “We wanted a Tier 4 data 

center and there were only three possible locations for 

such a project in the country. Of those, Monterrey was the 

only one with enough capacity available,” shares Roldán. In 

terms of backup for this critical infrastructure, CNH works 

with a thinware modality which allows it to access the data 

instantaneously as if it was stored in Mexico City. “This 

technology was developed by Netflix and is very efficient 

in its ability to send images without the need for enormous 

broadband capacity. It allows the Data Room to have a total 

of eight visualization rooms, five that can accommodate 

up to six people and three for up to four people. We only 

visualize the data at the CNH headquarters while all the 

processing is done in Monterrey,” asserts Roldán.  

On October 7, 2014, CNH presented PEMEX with a formal 

request for the information it needed to receive. “One of 

our main concerns was how PEMEX was going to transfer 

the information,” shares Roldán. “We did not want PEMEX 

to simply hand over the information so we proposed 27 

“Although we offered both the original and the interpreted 

documents, the companies value the originals more”

Oscar Roldán, Director of Economic and Statistical Evaluation at CNH

C-0112, Mexico Oil & Gas Review (2015)
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possible formats with the structure that we needed. The 

final format was decided by the joint working group. The 

success of this project was the result of a great synergy 

between both institutions.” Additionally, an information 

delivery protocol formalized how such transfers should 

function. “Given the huge volume of information being 

transferred, we needed a control system in place to track 

the information already delivered.” The first data delivery 

took place on November 1, 2014. It mainly involved 

seismic data and represented around 18 terabytes (TB) of 

information about shallow waters. 

Once the data was organized, the quality management 

process began. Roldán says the team ensured that every 

well had its records in the proper measurement units, 

that every coordinate was accurate, and that the seismic 

data met all the necessary requirements. The deadline 

for delivery of January 15, 2015 was met, and the first 

company requested access to its data package on that 

very date. Since then, CNH has delivered 39 data packages 

for phase 1 to different companies, and 17 data packages to 

companies interested in phase 2 as of April 30, 2015. The 

content itself was divided into five folders for each tender. 

The first contains the relevant area’s regional geological 

information, the second covers 2D and 3D geophysical, 

seismic, and magnetometric data, the third includes well 

information linked to central well records, and the other two 

provide geographic and bathymetric details. Furthermore, 

CNH included 58 documents with regional information, 

with many companies most keen to see the geological 

atlas of the Southeast basins. “We have made a smaller 

public version of this atlas and we are delivering the full 

version as part of the Data Room. We began working on 

this since the beginning of 2014 with Beicip-Franlab as we 

did not know if the law would require PEMEX to provide 

interpreted regional data,” explains Roldán. He recalls 

that companies were worried about operating without a 

regional geological model. The only company that had 

this information was PEMEX, and in August 2014 the 

government required PEMEX to hand over all manner of 

data, including these regional interpretations. Altogether, 

the CNH team received 1,500 documents associated to 

final reports and 750 geo-physical, electric, magnetic, 

and zoning records, both original and interpreted. 

“Although we offered both the original and the interpreted 

documents, the companies value the originals more. “For 

each well, the Data Room contains geo-physical records, 

production tests, core analysis and channel analysis, as 

well as general, final, mechanical, geological, and petro-

physical information,” says Roldán. 

Once all the data was in place, companies entered into the 

procedure to gain access to the Data Room itself. According 

to Roldán, Mexico’s system operates differently to most 

countries, where companies see the information available 

first and then decide if they want to purchase it or not. In 

Mexico, companies pay an access fee first and then get 

to see the data. Roldán acknowledges that this approach 

generated some suspicion but explains this was done 

because of the timeframe. “By the time we transferred and 

organized all the information with enough quality, it was 

already January 15 and we started distributing packages 

that day. If companies had begun coming in to look at the 

data and assess it, we would have been delayed for another 

month,” explains Roldán. However, once this method was 

chosen, CNH quickly uploaded all of the information to an 

easy-to-use visualization platform, allowing companies to 

rapidly access their desired data and confirm its validity. 

The Data Room shows both the blocks and the information 

from the geological atlas. “An important aspect is that 

companies can also come and see how we integrate the 

information. Some of them have already done so, usually 

with particular interest in a specific area,” tells Roldán.  

Q: How would you assess the information contained 

in the Data Room and the assistance given by CNH?

A: These licensing rounds have been occurring under 

the agreed terms and timeframes, and although 

adjustments have been made, the industry has 

been getting what was promised since the start 

of this market-opening policy, which sends an 

essential message to the industry. There is important 

information available in the Data Room, which has been 

easy to access, interpret, and assess. The program is 

being followed in an organized, structured manner, 

and contains the elements that we expected to allow 

companies like ourselves to make properly informed 

decisions. There is always room for improvement, yet 

I believe all the requirements, formalities, and logistics 

that have been deployed match similar processes 

carried out anywhere else in the world. 

Héctor Manosalva Rojas, Vice-President of 

Development and Production of Ecopetrol

| EXPERT INSIGHT
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REFORM IS A CONSTANTLY 
EVOLVING WORK IN PROGRESS

Mayer Brown decided to 

open a subsidiary of its law 

firm in Mexico in order to 

provide first class services 

to the different players 

entering the country’s 

energy sector. Francisco 

Méndez, Partner at Mayer 

Brown, says the main 

difference between his 

firm and others consists 

of the people working in Mayer Brown’s energy practice: 

licensed Mexican attorneys with international experience 

in the oil and gas business. The firm has experience in 

the downstream, midstream, and upstream segments in 

the main oil countries in Latin America, such as Brazil, 

Argentina, Guyana, Colombia, and Peru. 

Méndez believes the Mexican bidding rounds should keep 

on following international standards in order to become 

more competitive and attractive to international companies. 

Since each country is different, Méndez says that certain 

steps need to be taken to re-assess Mexico’s position. He 

believes Mexico has done a great job in terms of looking at 

Latin American countries and adopting the best concepts 

to develop its own Energy Reform. However, PEMEX’s 

culture, and the way it has been doing business, differs 

from Ecopetrol in Colombia and Petrobras in Brazil. “Mexico 

should continue doing what is has done so far, which is 

carefully analyzing the tactics used in other countries. These 

must be applicable in Mexico and also help to implement 

the legislation that was enacted back in August 2014,” 

states Méndez. “Companies are waiting for these changes 

to be made, for legislative clarity to be implemented, and 

for the final details to be interpreted. Without this certainty 

and clarity, companies will not sign contracts.” Even so, 

Méndez praises the government for the accomplishments it 

has reached in such a tight timeframe. 

One encouraging matter is that some of Mayer Brown’s 

clients have already entered the tenders for Round One, and 

the firm will support them throughout the process. Méndez 

has been impressed so far with the authorities’ efforts 

to make data accessible for companies, facilitating their 

participation in the bidding rounds. “It is great that players 

can already count on reliable information and study data 

to base their decisions on whether or not to submit bids. 

The Mexican government knows that the majority of oil and 

gas companies are coming to see what the country has to 

offer. Therefore, it has originated competitive schemes and 

attractive features to capitalize on this.” He claims that the 

industry’s feedback has been important in the first drafts of 

the contracts. “The authorities have reacted in a strong way 

by amending the contracts, but some elements still provide 

room for improvement. The issue here is to have a final 

product that is competitive in the global oil and gas market. 

After all, if the authorities are not able to do that, the goals 

of the Energy Reform will not be met.”

Overall, Méndez is confident about the success of the bidding 

rounds, given the government’s effort and determination. 

“Mexico has a lot to work on, but the country is strong and 

has proved that it is capable of honoring its agreements.” 

Nevertheless, since the opening of an industry on this scale 

is naturally a work in progress, Méndez believes the sector 

will have to wait until the results of Round One are tangible 

before the authorities take the next steps. “I think that the 

Energy Reform will remain in a state of constant evolution; 

the industry and the framework will certainly not remain as 

they are,” he concludes. 
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low oil prices, which have nothing to do with Mexico, but 

there are a couple of other factors. As a country, we need 

to understand that we are competing for investments from 

international companies. To do so, Mexico needs to be so 

competitive that any company seeking to invest will want 

to put its money here instead of elsewhere. However, such 

competitiveness extends beyond the immediate impact of 

the Energy Reform. Mexico must ensure competitiveness 

in terms of HR, logistics, setting up offices, and beyond. 

Another concern relates to new regulations. While most 

agree the new regulation is positive, its complete impact 

will not be fully measured in the short term. It is only natural 

for companies to seek out every last detail. Companies are 

also questioning the structure of the contracts in Mexico and 

comparing them to those used in other countries. These are 

companies with a lot of international experience that will 

put the logic of the contracts in Mexico through the wringer. 

There are many specific questions related to the Energy 

Reform and Round One but nobody has all the answers. This 

is both a risk for companies and a natural consequence of 

such an industry overhaul. 

Q: What needs to happen in 2015 in order for the Energy 

Reform and Round One to be seen as a success?

A: Success would mean that, by the end of 2015, authorities 

will have issued at least 20 permits for storage, infrastructure, 

and refined products. Another determining factor for 

success would be the absence of serious conflicts between 

communities and firms building storage facilities and 

pipelines. In relation to Round One, success would mean more 

than five companies really committing to big projects. If that 

happens, then we are moving in the right direction. It should 

be clear that the number of companies buying access to the 

Data Room is not an indicator of success. Many companies 

are interested in buying this access for future purposes 

or they need to make sure that the seismic information in 

the Data Room is of high quality. The simple fact that 39 

companies have access the Data Room for phase 1 of Round 

One does not mean that the same number will be interested 

in bidding. These companies are entering the sector slowly, 

taking a very first step by buying this information. Again, five 

real proposals would show that Mexico is heading in the right 

direction and that companies are willing to take the risk. 

Q: What aspects do regulators quickly have to learn 

in order to ensure that Round One lives up to its full 

potential? 

A: Recent months have shown a real problem for the 

regulators. The restrictions placed upon them have become 

far too stringent. Even sending an email to an official working 

for a regulator can put someone in a compromising position. 

In order to guide the Mexican oil and gas sector through 

a challenging and exciting time, it is extremely important 

for the commissioners and the staff at CNH to listen to 

investors. Companies want to be certain that the regulators 

understand their needs before they invest billions in Mexico. 

This cannot be done if contact is limited, especially as Mexico 

is trying to build an industry based on Round One and the 

first tendered blocks. After all, it will be indispensable for 

both CRE and CNH to relate to investors in a completely 

transparent fashion. In this sense, the new rule that forbids 

commissioners from having direct contact with companies 

in the sector is a huge mistake. The authorities will have 

to experience a natural learning curve in how to structure 

and administer E&P contracts, among other things. People 

in the government have never done this. Therefore, it is a 

mistake that those on different sides of the sector cannot 

communicate and provide feedback. 

Q: What is the worst case scenario for Round One? 

A: The worst case would be for the authorities to believe they 

have created a fantastic sector while those in the industry 

believe the exact opposite. This could easily happen as a 

result of a lack of communication. In a new framework as 

this one, communication is vital before things get moving. 

We are all starting from scratch, even experienced energy 

lawyers. There are certainly knowledgeable people around 

but they are balanced out by a lack of experience. PEMEX 

has never signed a contract such as those currently being 

proposed and, in my view, there are a couple of clauses in 

these contracts that will not work in practice. 

Q: What are the main questions that your clients ask 

about Round One and the broader Mexican market? 

A: Round One is very interesting. The Mexican authorities 

have an agenda and have complied with the deadlines that 

they have set themselves. Naturally, we are all stuck with 
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Exploration is a main pillar of PEMEX’s strategy as a productive enterprise of the state, but the 

uncertainty surrounding the Energy Reform and the impact of Round Zero left the company with 

an 18% reserves replacement rate for 2014. PEMEX’s long-term sustainability and its ability to 

raise its hydrocarbon production over the coming years is directly dependent on its exploration 

success. Having focused a large part of its exploration budget and human resources on deepwater 

exploration activities in recent years, particularly to prepare PEMEX’s discoveries for future farm-

outs, its long-term exploration strategy is destined to take shape in the near future. 

Chapter 4 investigates Mexico’s exploration priorities across its shallow water, deepwater, 

onshore, and unconventional areas through the eyes of PEMEX, CNH, potential future operators, 

and companies with unique expertise and technologies that aspire to participate in Mexico’s 

exploration future. For the first time in many decades, new discoveries might be announced 

by private operators, while multi-client seismic surveys will change the availability of relevant 

exploration data in the market. 
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reservoirs and in Tampico-Misantla, where the potential of 

finding shale oil reserves is important. PEMEX E&P has 

already completed three wells with great results in this 

area. These tasks require continuous investments and high 

efficiency levels, so we have to look for partners that will 

enable us to identify potential in unconventional reserves 

and then move on to pilot programs that will allow us to 

understand the productivity of the wells before attempting 

mass production. As an exploration professional, I believe thet 

the opportunities in the Mexican basins continue to be very 

important. Today, the key terms are focus, cost efficiency, and 

selective application of technology.

If I could select a priority area, I would strengthen exploration 

in the onshore southeast basin, both onshore and offshore. 

This is the area where we have the highest probabilities of 

finding liquid hydrocarbons, and it is an area that can help 

us maintain production levels. To a lesser extent, we should 

also strengthen exploration in unconventional reservoirs. 

As an explorer, I think unconventional plays in Mexico, 

particularly in Tampico-Misantla, will be very successful 

projects even if they are not highly profitable.

Q: What have been the achievements of PEMEX’s strategy 

in searching for extensions of existing fields?

A: For a while, PEMEX saw its exploration budget 

reduced. This started changing some 12 years ago but the 

resources have not reached the levels needed to support 

Q: Considering the current state of the industry, what are 

PEMEX’s exploration priorities?

A: We have centered our priorities on four main categories or 

exploration areas. We have onshore fields, which tend to be 

mature or semi-mature fields, such as those in the southeast 

region. PEMEX E&P decided to retire from the Burgos basin 

in terms of natural gas exploration activities. Instead we are 

now focused on associated gas in the Veracruz basin because 

these reservoirs are more profitable than the ones in Burgos. 

As for oil, we are focusing on onshore and shallow water fields 

in the southeast region, where we are producing light oil, 

condensate, and extra-heavy oil. Another strategic priority is 

the search for oil reservoirs in the deepwater Perdido area. To 

a lesser extent, we want to consolidate the gas province near 

Coatzacoalcos, which includes discoveries such as Lakach, 

Nat, Hem, Kunah, and Piklis. We have at least five important 

fields with reserves of 2-3 tcf, which would enable us to reach 

new markets other than North America. There could even 

be more reserves, so we need to look for more alternatives. 

It is well known that PEMEX will have farm-outs for non-

associated gas in deepwaters and, ideally, those farm-outs 

will bring a partner that will make PEMEX more efficient. Then 

we have to look for markets with competitive prices, because 

budget cuts have forced us to move at a slower pace. 

Another important subject is shale oil and gas reserves. Out 

of the nine blocks we were awarded, our focus is on exploring 

areas where we have identified high liquid contents in gas 

| VIEW FROM THE TOP
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our production targets. The growth rate still falls short 

compared to the exploration investments of companies 

like Shell, Exxon, or BP, especially considering what these 

companies extract each year and their reserve replacement 

rates. If these companies do not obtain their expected 

reserve replacement levels, they buy reserves from someone 

else while PEMEX was not able to do this. Although it might 

do so in the future, it still does not have the necessary 

budget. A company should not leave exploration until the 

medium- and long-term and neglect what has already been 

discovered. We have tried to play with budgets to continue 

with exploration and delineating reserves. The ideal scenario 

would be to have independent budgets for each activity 

and this is an area which PEMEX needs to work on. Today, 

a discovery with possible reserves is not worth as much as 

one with probable reserves. This would enable us to obtain 

the necessary resources to delineate reservoirs, and then 

have farm-outs with better terms.

PEMEX is a world-class company that produces 3 million 

boe/d. However, we can no longer count on the super-

giant fields we had in the past, such as Abkatun-Pol-Chuc, 

Samaria, Ku-Maloob-Zaap, and Cantarell. While we have 

discovered some reservoirs greater than 500 million boe, 

the possibility of finding new such super-giant reservoirs is 

low. Previously, the discovery of a field with resources of 

15-30 million boe was not impressive, but companies now 

get excited over such discoveries. Now that the Energy 

Reform is in place, if PEMEX E&P makes such a discovery, it 

is possible to get a partner that could help us develop these 

resources. Based on the areas that PEMEX was awarded in 

Round Zero, we are figuring out when we should enter into 

partnerships and when we should move forward alone.  

Q: What are the implications for PEMEX’s exploration 

activities of the decision to reduce its drilling fleet as a 

result of the drop in oil prices? 

A: Between 70-80% of our exploration investments are 

directed to the drilling of wells, and between 10-20% are related 

to seismic data collection and processing. The remaining 

percentage goes to salaries, acquisition of technology, technical 

assistance, and such. Since 70% of our budget goes to drilling, 

we first need to adjust the tariffs of the equipment we lease. 

Second, we need to become more efficient in the design of 

each well and the execution of drilling activities. Investments 

in seismic services dropped considerably in the past two 

years. We are being creative in looking for new mechanisms 

because the Energy Reform allows speculative multi-client 

seismic surveys in which companies acquire 2D and 3D seismic 

with several clients paying for it. Before, 100% of the costs 

of seismic were paid directly by PEMEX but a company can 

now pay just 30% for the seismic data of an awarded area. 

This is another area where we are achieving efficiency. There 

are many areas where we can do more with less. We need to 

concentrate on reducing expenses related to services such as 

leased equipment, cementing, and muds, while we change the 

way we design wells and monitor their lifecycle. 

Q: How is PEMEX E&P’s exploration division preparing for 

partnerships through consortiums and farm-outs? 

A: A major advantage for PEMEX is that it knows the 

Mexican geology, but there is a difference between data 

and knowledge. Knowledge enables us to interpret data in 

different ways, particularly in exploration as we make many 

inferences based on our experience. Experience is essential in 

exploration. IOCs understand that the PEMEX staff knows the 

basins. However, PEMEX will only hold this advantage for two 

to four years, so we need to use this in our favor and forge the 

best alliances possible. We will be able to select our partner 

for new blocks, which unfortunately was not permitted for the 

blocks that were assigned to PEMEX in Round Zero. For these, 

we will propose around four companies, for which there will 

be a tender, and CNH will decide with who PEMEX will get to 

work with according to our technical or financial requirements.  
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EXPLORATION FACTS AND FIGURES
EXTENSIONS AND DISCOVERIES

During 2014, PEMEX’s average drilling success rate was 33% for exploratory wells and 95% for development wells. Last year’s 

seismic data acquisition activities had an emphasis on 3D seismic data. The company acquired 6,150km2 of 3D seismic data, of 

which 5,036km2 or 81.9% was in deepwater areas of the Gulf of Mexico, and 3,258km2 of 2D seismic data. PEMEX’s exploration 

program focused on both onshore and offshore regions, including the deepwater areas of the Gulf of Mexico, and resulted in 

85.2 million boe of proven reserves from new discoveries. In the Burgos basin, the drilling and completion of two exploratory 

wells led to the discovery of two shale gas fields. PEMEX plans to continue to drill additional wells in this basin in order to 

continue assessing the potential for shale oil and gas resources in this area. These discoveries, along with revisions, resulted 

in increases in proven reserves. During 2014, revisions and the completion of 25 wells in the Northeastern Marine region led 

to an increase of 459.5 million boe of proven reserves. In the Southwestern Marine region, revisions and the development of 

the Homol, Kuil, Onel, Xanab, and Xux fields through the drilling of 24 wells led to an increase of 383.7 million boe of proven 

reserves. In the Northern region’s Burgos, ATG, Poza Rica-Altamira, and Veracruz business units, the drilling of 327 development 

wells, as well as the discovery of two fields, led to the addition of 117 million boe of proven reserves. Finally, in the Southern 

region, the drilling of 135 development wells and revisions led to a decrease of 89.8 million boe of proven reserves as a result 

of water production issues at several fields. During 2014, PEMEX also successfully delineated four fields in the Gulf of Mexico, 

however, proven reserves have not been booked for these fields, as the necessary facilities for development are not yet in place. 

RESERVES

Under the Mexican Constitution, all hydrocarbon reserves located in the subsoil of Mexico are owned by the Mexican nation 

and not by PEMEX. As of December 31, 2014, PEMEX Exploration and Production had been assigned rights through Round 

Zero that correspond to areas containing 95.1% of Mexico’s total proven reserves, collectively. PEMEX Exploration and 

Production has the right to extract, but not own, these reserves, and to sell the resulting production. Of PEMEX’s total proven 

reserves, 398 million boe have been temporarily assigned to the productive enterprise of the state for a two-year period.

Proven oil and natural gas reserves are represented by quantities of crude oil, natural gas, and natural gas liquids that 

geological and engineering data demonstrate with reasonable certainty to be economically producible from known reservoirs 

and under existing economic conditions, operating methods, and government regulations. PEMEX’s total proven developed 

and undeveloped reserves of crude oil, condensates, and liquefiable hydrocarbons recoverable from field processing plants 

decreased by 7.1% in 2014, going from 11.08 billion barrels at the end of 2013 to 10.29 billion barrels at the end of 2014. 

Its proven developed reserves of crude oil, condensates, and liquefiable hydrocarbons recoverable from processing plants 

decreased by 3%, dropping from 7.36 billion barrels at the end of 2013 to 7.14 billion barrels at the end of 2014. These 

decreases were principally due to the fact that PEMEX was assigned less than 100% of Mexico’s total proven reserves in in 

Round Zero, as well as a decrease in field development activities, as 265 fewer wells were completed in 2014 than in 2013. 

The amount of crude oil, condensate, and liquefiable hydrocarbon reserves added in 2014 was insufficient to offset the level 

of production in 2014, which amounted to 1.00 billion barrels of crude oil, condensates, and liquefiable hydrocarbons.

PEMEX’s total proven developed and undeveloped dry gas reserves decreased by 11.5% in 2014, from 12,273bcf at the end 

of 2013 to 10,859bcf at the end of 2014. Its proven developed dry gas reserves decreased by 9.7% in 2014, from 7,461bcf at 

the end of 2013 to 6,740bcf at the end of 2014. These decreases were principally due to the fact that PEMEX was assigned 

less than 100% of Mexico’s total proven reserves in Round Zero, as well as a decrease in field development activities. The 

amount of dry gas reserves added in 2014 was insufficient to offset the level of production in 2014, which amounted to 

1,511bcf of dry gas. PEMEX’s proven undeveloped dry gas reserves decreased by 14.4% in 2014, from 4,811bcf at the end of 

2013 to 4,119bcf at the end of 2014.

During 2014, 986.9 million boe were reclassified from proven undeveloped, probable, and possible reserves to proven 

developed reserves, with field development activities accounting for the reclassification of 891.1 million boe. The Ayatsil and 

Ayín offshore fields are the only fields containing material volumes of the proven reserves that have remained undeveloped 

for five years or more. The delay in the development of Ayatsil is due to the complexity of this project, which is PEMEX’s 

first offshore, extra-heavy crude oil project and will be included in the upcoming farm-outs. To date, three drilling platforms 

have been installed in Ayatsil and drilling activity is expected to begin in the near future. PEMEX also expects to continue 

developing the Ayín field during 2015.
Source: PEMEX
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PEMEX’S EXPLORATION 
ACHIEVEMENTS AND AMBITIONS
About 50% of the reserves PEMEX has discovered in the 

past three years are located in deepwater. José Antonio 

Escalera, Subdirector of Exploration at PEMEX Exploration 

& Production (PEMEX E&P), says this is the reason why 

PEMEX is incorporating a limited amount of proven 

reserves from exploration activities. However, these 

deepwater reservoirs are considerably larger in terms of 

possible reserves. “It is important to mention that the main 

mechanisms of reserve reclassification from probable to 

proven reserves are related to field development activities, 

not from exploration activities,” Escalera asserts. 

There is a notable difference between PEMEX’s exploration 

activities in 2013 and 2014. In the earlier year, the oil 

company drilled 38 exploration wells with a success rate of 

61%, whereas in 2014, it completed 14 exploration wells with 

a 33% success rate. Although the difference might seem 

discouraging to some, Escalera claims 33% is a standard 

success rate according to international benchmarking. 

In addition, success in exploration activities is measured 

in periods of three years because of the risk implied and 

because projects are completed at different paces. This is 

also the reason why PEMEX divides its exploration projects 

in three categories: mature onshore fields, shallow waters, 

and deepwater. Escalera claims that mature onshore areas 

provide several advantages, as there is more knowledge 

available and infrastructure is already in place to minimize 

the time to first oil. Although there is infrastructure for 

shallow water developments, these take longer to kick off 

due to the surrounding conditions, with an average time of 

four years. PEMEX E&P had more aggressive plans for 2014 

in terms of conventional plays. Unfortunately, SENER and 

CNH did not approve these projects because the authorities, 

explains Escalera, had other priorities due to the Energy 

Reform. Out of the 30 wells PEMEX planned to drill in 

conventional plays, only 18 were completed. The company 

started to explore deeper and more complex reservoirs in 

the southeast region, both onshore and offshore. These are 

wells as deep as 6,500-7,000m where PEMEX faced several 

mechanical complications. In addition, PEMEX encountered 

wells with high pressure and temperature, and adverse 

meteorological conditions delayed the completion of several 

wells. In the Southeastern Basin the drilling of the Tlacame-1 

well for heavy crude oil, the Santuario-401 well for light crude 

oil, and the Arroyo Zanapa-201 well for light crude oil led to 

a better understanding of the production potential of the 

Southeastern basin. There were also important activities in 

deepwater, such as the favorable well logs recorded at the 

Exploratus-1 well, which confirmed the production potential 

of this deepwater region of the Gulf of Mexico. In Escalera’s 

view, PEMEX has been doing quite well in the deepwater 

segment over the past three years. In 2014, PEMEX E&P 

delineated Trion, Tsimin, Kunha, and Xux. The latter was more 

difficult than expected so PEMEX acquired seismic data to 

better understand the reservoir at greater depths. In general, 

PEMEX has made substantial investments in delineation 

activities. “The largest discoveries have already been 

delineated or are scheduled to be. Some discoveries remain 

to be delineated but it is necessary to allocate separate 

budgets for adding new reserves and for reservoir appraisal,” 

says Escalera. Moreover, through the drilling of the Nat-1 and 

Hem-1 wells, PEMEX continued to quantify the production 

potential of gas formations in the Catemaco Fold Belt.

PEMEX only drilled four out of the 30 wells it had planned 

in Burgos. The other wells were contemplated in areas 

where investment was not authorized. PEMEX’s exploration 

activities for shale resources included the drilling of the Santa 

Anita 501 and 601 wells, which were drilled in conventional 

formations of the Burgos basin, each of which led to initial 

production of over 5MMcfd of wet gas. In addition, the Céfiro-1 

and Tangram-1 wells led to a better understanding of the 

production potential of unconventional formations located 

in the northeastern portion of the country, especially in the 

Eagle Ford formation. PEMEX was not able to consolidate 

the shale project in Tampico-Misantla due to permits, and it is 

also experiencing some issues in Veracruz. The reason is that 

traditionally, production took place in the central region of 

this state and PEMEX E&P attempted to extend exploration 

regions to the north and south. However, PEMEX was not 

successful with its appraisal wells. Furthermore, PEMEX had 

to halt drilling in some wells in this area, which also impacted 

the oil company’s annual production rate. “PEMEX completed 

fewer wells in 2014 and we booked less reserves than we are 

used to, but I am confident that we will get back on track in 

2015. However, we will still not be able to work under ideal 

conditions due to the budget cuts,” comments Escalera. 
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RESOURCES AND RESERVES (billion boe)

Basin Cumm. 
Prod. Reserves Prospective resources

1P 2P 3P Conv. Unconv.

Southeast 46.5 11.8 17.0 23.4 15.8

Tampico Misantla 6.5 1.1 6.6 15.7 2.3 34.8

Burgos 2.4 0.3 0.5 0.7 3.2 10.8

Veracruz 0.8 0.2 0.2 0.3 1.4 0.6

Sabinas 0.1 0.0 0.0 0.1 0.4 14

Deepwater 0.0 0.1 0.4 2.0 27.8

Yucatan Platform 1.7

Total 56.2 13.4 24.8 42.2 52.6 60.2

| MEXICO’S HYDROCARBON BASINS

unconventional resources

Source: CNH
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Q: Some companies have expressed disappointment at 

the information available in the Data Room. Has all the 

information that PEMEX had available been included? 

A: CNH developed an inventory of all the information 

disclosed by PEMEX, although, of course, only PEMEX had 

previous knowledge of this data. CNH has acted in good faith, 

trusting that the inventory that PEMEX transferred to the 

Data Room is complete and accurate. In addition to providing 

all available data concerning the blocks included in the first 

phase of Round One, we also provided information about 30 

wells in the region to offer geological correlation data, which 

is more information than what is normally provided in other 

countries. CNH has also created a Geological Atlas that is 

available online. This atlas includes a third of the information 

available in the Data Room, enhanced with geological and 

seismic interpretations from CNH’s experts and external 

counseling. We are offering this analysis to the companies 

and the general public, to demonstrate the quality of the 

information. 

Q: During 2014, PEMEX did not announce any relevant 

discoveries. What do you think happened, and what does 

it mean for the future of upstream activity in Mexico?

A: In deepwater projects, PEMEX drilled wells according 

to its platform capacity. Of the four platforms operated 

by PEMEX, one has been focused on the development of 

Lakach, while the remaining three platforms have been 

used in Northern Mexico for the exploration of Exploratus, 

Trion, and Maximino, which were discovered in previous 

years. PEMEX drilled appraisal wells but the incorporation 

was minimal. However, it is clear that PEMEX’s deepwater 

exploration activities are successful given that its drilling 

success rate is above 60%, which is a major achievement 

compared with global standards. The problem is that this 

success is based on small discoveries and progress towards 

development and production is slow. In shallow water, 

PEMEX’s strategy has been concentrated on exploring 

areas adjacent to already known reservoirs, seeking 

extensions and adjacent reservoirs. A discovery under 

these conditions does not generate abundant resource 

incorporations. In this way, PEMEX has made discoveries 

and reserve incorporations, however, these have been 

minor and in known geologies.

Q: How have your responsibilities at CNH changed in the 

exploration domain since the Energy Reform? 

For the past year, I have been in charge of exploration 

activities, supporting the authorization for deepwater 

drilling, among other tasks. CNH has also supported SENER 

in the implementation of Round Zero and Round One, for 

which I was involved in defining and evaluating exploration 

projects, as well as in the analysis of prospective data. 

Given the amount of information available, many CNH 

specialists participated in the important task of analyzing 

the information provided by PEMEX. Another important 

topic, the development of exploratory studies and data 

acquisition in Mexico, was presented in January 2015. 

In consequence, we elaborated technical regulations 

to develop multi-client seismic and exploratory studies 

implemented through direct contracts with private 

companies operating in Mexico. Companies that participate 

in exploration will be able to independently sell all the 

survey data that they collect. Most specialized companies 

have serious interest in data acquisition in Mexico, 

including areas excluded from Round One. The companies 

that decide to participate in exploration activities will have 

to share the acquired information with CNH for free, but 

the regulating institution will not disclose the findings for 

an agreed period, maintaining a confidentiality that will 

allow companies to sell the information that they acquire. I 

also participated in the design, construct, and establishment 

of the Data Room, jointly with Oscar Roldán, the Director of 

Economic Evaluation and Statistics at CNH. The Data Room 

is a trendsetting project that was completed in a record time. 

The construction of similar facilities typically takes a year, 

but we completed this process in three months between 

October 2014 and January 15, 2015. We are proud to have 

developed one of the best Data Room centers in the world, 

with truly cutting-edge installations and state-of-the-art 

technology. It is very important to recognize that we have 

successfully accomplished the data transition, at least for 

the blocks included in Round One, from PEMEX to CNH. It 

seemed an impossible task given that no country in the world 

had managed to transfer this amount of data, representing 

almost 9PB, in such a short period of time. This process will 

continue to be implemented as the Energy Reform moves 

forward and the next bidding rounds are announced. 
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Q: How is the drilling market going to change as new 

operators enter the Mexican market, and how will this 

help Schlumberger offer its products?

A: PEMEX has tremendous experience and track record in 

some pretty complex drilling environments, both onshore 

and in the offshore shelf. The influx of new operators 

will also bring best practices in some of the less-drilled 

environments, for example in deeper waters and sub-salt. 

Alliances between PEMEX and the new operators should 

lead to knowledge sharing, eventually enhancing operating 

practices to reduce overall risk. We have extensive 

experience working with the potential newcomers in the 

US Gulf of Mexico and in other parts of the world, and are 

quite comfortable in supporting them as well as PEMEX 

through the transition.

Q: What has been driving that rebound in the demand for 

integrated project management, and what is your outlook 

for the coming years?

A: When it comes to Integrated Project Management 

(IPM), we are very proud of having successfully pioneered 

these efforts in Mexico, which resulted in unprecedented 

operational efficiency improvements and optimization of 

lifting costs. All these through implementation of world 

class processes and procedures, new technology adoption,  

and the highest service delivery standards. In 2014, our 

IPM projects had more than ten rigs deployed between 

the Mesoizoic, Tertiary, and ATG projects. Recently, there is 

more and more interest for this operating model offshore. 

In deepwater, we have been integrating services to ensure 

that technical risk is minimized. There is also a higher degree 

of integrated delivery in development projects, and even in 

offshore intervention. We are engaged with several potential 

new operators who are interested in our execution capacity 

and our IPM footprint, and we have experiences with some 

of them in previous setup operations for new areas in other 

parts of the world. Some of our customers are interested 

in the IPM model since it allows them to start operations 

very quickly, leveraging our existing footprint and country-

specific operating experience. Due to the long track record 

of IPM in Mexico, we have a very experienced team in place, 

currently supporting PEMEX in multiple projects, and it is 

ready to support any new players in their transition.

Q: What role does Schlumberger aspire to play in the 

Mexican market for multi-client seismic surveys?

A: Multi-client acquisition involves a substantial investment 

from our side, hence we carry out a comprehensive risk 

assessment with regards to the market prior to making the 

decision to invest in the acquisition and the subsequent 

processing. The areas that are currently available from CNH 

for multiclient permits include some areas where there may 

be significantly complex geological challenges, for example, 

the presence of salt formations that may make it very 

challenging to successfully image formations underneath 

using traditional 2D or 3D surveys. Similar challenges in the 

US Gulf of Mexico had inspired us to develop some very 

innovative survey designs with our industry leading seismic 

imaging technology. Our strong technology focus, driven 

by our subsurface understanding, was a key factor for a 

successful multiclient model in the US Gulf of Mexico. It is our 

strong belief that the geological challenges in the Mexican 

areas present similar opportunities for a technology-driven 

multiclient acquisition, which will be critical for de-risking 

exploration plays and eventually accelerating development 

plans. Ultimately, the availability of high quality information 

will lead to better decisions, and successful future bid rounds.

Multi-client surveys are focused on acquisition and 

processing. Many customers would handle their own 

interpretation, as this is closely linked to their decision-

making process. Our primary focus is that the decision-

making process be based on the best information available 

in the industry, acquired by the best technological 

solution. Our integrated software platform can support our 

customer across the chain, starting with seismic processing, 

basin modeling, prospect selection and evaluation, field 

development, and eventually production management. 

Our petrotechnical experts (PTEs) work very closely with 

our customers during these various phases, and support 

them to as much extent as our customers require. We have 

had the end to end technical knowledge for many decades, 

and we do not see our role fundamentally changing; we 

continue to be a technology provider, and we will continue 

to work closely with our customers to support their 

exploration, development, and production endeavors, 

using our technology, processes, and professionals. 
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Q: On which challenges in data acquisition is EMGS 

currently focusing its R&D activities?

A: EMGS has several R&D projects underway to improve our 

equipment, to make our software more advanced, and to 

change how the data is used by our clients. An example of 

our efforts can be seen in the SeisMAX™ multi-client program 

we have planned in Mexico. SeisMAX takes integrated 

interpretation further by establishing correlations between 

seismic and CSEM data. Utilizing joint indicators of reservoir 

properties helps to qualify geophysical data and enhance 

structural, stratigraphic and fluid property interpretations 

for a region or zone of interest. 

Q: How do you expect the Energy Reform to impact the 

demand for exploration technology and surveys in the 

Mexican market?

A: EMGS foresees that there will be a great demand for 

CSEM technology. We also anticipate a great synergy with 

seismic providers, with the aim of providing a more robust 

dataset which will result in an enhanced and more efficient 

exploration cycle. SeisMAX is a new and interesting multi-

client solution. The data is not only multi-client as it can 

also be 2D and/or 3D and can be integrated with our 3D 

EM data. Therefore, EMGS foresees being able to work 

with seismic data coming from any company. We are able 

to bring together existing data and combine it with our 

independent measurements to add value and significantly 

reduce costs for our clients.

Our demand outlook for Mexico is strong, especially 

as the current economic environment has impacted 

worldwide exploration activities in most areas other than 

Mexico. This makes the oil and gas industry very excited 

about the impact of the Energy Reform, with new frontier 

basins opening up for exploration. There is a great deal 

of 2D seismic data being acquired and that trend will 

continue moving toward 3D seismic. EMGS is in the unique 

position to add value to this data because resistivity is 

an independent and complementary data source. The 

integration of datasets using the SeisMAX work-flow will 

enable the market to rapidly and reliably explore leads, 

rank prospects, make better decisions, and drill wells with 

increased chances of success. 

Q: What distinguishes EMGS’ value proposition from 

competing seismic solutions? 

A: EMGS is the leader in the acquisition, processing and 

interpretation of high-quality marine controlled-source 

electromagnetic (CSEM) data. In the current operating 

environment, reducing risk and making decisions with more 

certainty is the key to success. Seismic data is a standard 

exploration tool in our industry for a reason and EMGS 

helps to qualify and quantify leads. Determining if a lead 

is charged or has a compromised seal, and estimating 

volumes are three specific ways clients receive value from 

our integrated interpretation of seismic and EM data. In a 

frontier area, companies want to drill the best prospects first 

and avoid dry holes. Using EM with seismic data allows for 

a far greater probability of economic success than by using 

seismic alone. With the introduction of 3D wide azimuth 

surveys and improved depth penetration, signal-to-noise 

ratios, data quality, and inversion capabilities, we are able to 

provide an accurate representation of subsurface resistivity 

safely, accurately, and reasonably. Furthermore, our seismic 

operations allow contractors to comply with stringent 

environmental regulations. EM data is an environmentally 

benign acquisition technology, which is considered safe and 

effective for the environment and marine life. 

Q: Which role did EMGS’ solutions play in major 

exploration achievements in Mexico in recent years? 

A: EMGS has aided in the exploration of deepwater 

prospects. It has helped to enhance the geological 

understanding with special emphasis on providing 

information on the probability of success of exploration 

prospects. Our CSEM technology can assess the 

hydrocarbon saturation and probable economic resources 

of any given area. This assessment gains confidence 

with the integration of other data, especially seismic. 

Furthermore, we have harnessed the biggest innovations 

to hit the Mexican market, such as 3D wide azimuth surveys 

and workflow integration. These improvements enable 

clients to make more accurate assessments of leads, and 

enables them to approach high-grade prospects with an 

improved probability of success and disqualify leads that 

could have wasted valuable time and potentially resulted 

in the drilling of non-commercial wells.
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for production. We have also sealed an alliance with IHI 

to introduce nondestructive testing and to get involved in 

pipeline monitoring services. Ultimately, we are migrating 

toward downstream. The refining area needs to monitor 

pipelines that are part of an extensive complex, using guided 

waves and other ray inspection technologies, ultrasound, 

and other techniques. We also have an alliance with Process 

Instruments & Controls (PIC), a leading company in the 

measurement of hydrocarbons in the wellbore. We have 

carried out some pilot tests with PEMEX and companies that 

operate integrated service contracts in which we proved the 

efficiency of this technology. We are now waiting for these 

projects to start as we already brought the equipment to 

Mexico in order to conduct the tests.

Q: What negotiations have you had with CNH to date?

A: We have made ourselves available to CNH to provide 

geophysical data acquisition and we are awaiting its 

decision on this matter. We know that CNH is not interested 

in acquiring data for its own services, but we understand 

that it can open up opportunities to participate in multi-

client projects or speculative work. We are ready to seize 

these opportunities with partner companies like Bell 

Geospace to acquire gravity data. Our vision is to acquire 

seismic and geological data on potential areas in which 

CNH allows us to work, and process and interpret this 

information. It seems that there will be an opening in this 

regard, although there are still some aspects to be defined.

Q: What are Grupo Núñez’s ambitions when business 

picks up in the coming years?

A: We intend to provide support services in seismic and 

other areas such as production and refining. We are also 

considering relationships with international companies 

through our technology partners. Thanks to them, we 

managed to establish contact with some companies that 

have shown interest in participating in the blocks that are 

going to be tendered in the bidding rounds. We would 

eventually like to support them in the bidding processes or 

even partner up with them in these blocks. If we are unable 

to succeed in these partnerships, we would like to continue 

providing our services to these companies. These are the 

two goals we have in the aftermath of the Energy Reform. 

Q: How did market conditions influence the development 

of Grupo Núñez during 2014?

A: Grupo Núñez was involved in very few projects during 

2014. It was a very difficult year and we doubt this situation 

will change in 2015. We have supported our traditional 

client, COMESA, in the installation of all the hardware at its 

new processing center in Villahermosa. This kept us busy 

and gave us the opportunity to get involved in something 

that had not been done intensively in the past. However, 

factors like the drop in oil prices or the devaluation of 

the Mexican peso show us that the government was 

too optimistic when it announced the Energy Reform, 

especially for areas such as unconventional resources. The 

timeline will now have to be changed, resulting in delays 

for all kinds of projects. We were expecting the exploration 

phase for conventional fields to start up soon, as these 

projects will need seismic and related services. However, 

we anticipate this will be pushed back until the end of 

2015 or the beginning of 2016. Therefore, we are trying to 

enter new areas besides exploration related activities and 

seismic surveys, which are currently in low demand. 

Q: How has the company redesigned its strategy in order 

to keep active?

A: We have had to redesign our business strategy because 

our core business has always been exploration. When we 

saw the decline in demand for seismic services, we found 

ourselves needing to move away from our core business. 

Unfortunately, we are not technology developers, so our 

task was to detect existing technologies in different parts 

of the world and secure alliances with their owners to bring 

them to Mexico. Fortunately, we were well-received and 

several companies were impressed by our experience and 

market position in Mexico. As a result, our representation of 

foreign companies in Mexico has increased by 50% during 

the last year. We have already entered into an alliance with 

the Canadian company, ESG Solutions, in anticipation of 

certain services that could be required in unconventional 

areas, such as microseismic monitoring solutions. We 

have approached PEMEX, as well as companies that 

operate multiple service contracts or integrated service 

contracts, in order to provide these services, which can 

still be considered seismic services but with applications 
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seismic pick up. That technology has not developed 

around the world as much as some predicted, but it is 

still a huge area of opportunity. We already offer that 

service and we are keeping an eye on potential areas 

that could benefit from this technology. Secondly, some 

of these deepwater reservoirs that are very expensive 

to develop and produce could benefit from having 

seismic monitoring done from the outset. This is a new 

technology that has never been applied in Mexico,  but 

economists in oil companies should be looking into it. 

There are obvious benefits of planning a reservoir’s 

development based on findings beyond what comes out 

of the well. It is obviously a very useful tool. 

Q: How will your experience on the US side of the Gulf 

help operators reduce risks and costs when exploring on 

the Mexican side?

A: Our experience on the US side of the Gulf can be 

directly applied here in Mexico. Although the Mexican 

geology is more complex in certain ways, some of the 

new techniques that we are using would be absolutely 

applicable here, especially on the acquisition side. Most 

innovative processing techniques and algorithms are tried 

out and tested in extreme conditions throughout the Gulf 

of Mexico and PGS rapidly follows these innovations. As 

soon as something works on the US side, we will seek to 

bring it across the border. 

Q: What are the advantages for an NOC or IOC to contract 

out its geophysical studies to a company like PGS instead 

of doing them in-house?

A: Some companies simply contract their geophysical 

studies out because they wish to focus on their core 

business and see seismic acquisition or processing almost 

as a commodity. However, for in-depth processing, we 

take on a far more interactive way of working. We are 

constantly engaged with our clients as interpreters of the 

data. Other companies have their own processing centers 

in-house. It largely depends on whether they view these 

studies as risky. If so, they may well seek to do them in-

house to control the risk. If they view studies as routine or 

if they do not have the required resources and expertise, 

they will call companies like PGS in to help. 

Q: CNH and SENER will allow private companies to 

conduct multi-client seismic surveys in Mexico. How does 

PGS intend to capitalize on this new market?

A: This allows us to start multi-client services in Mexico. 

The multi-client model in itself offers oil companies 

better value for their money in some aspects, so many 

companies are waiting to come and run multi-client 

surveys under these new rules. Obviously, not all of them 

will be successful, so the strongest offering will likely result 

in the highest sales. Overall, CNH’s plan is very interesting. 

The situation will also get clearer when CNH releases its 

five-year plan. Once we can anticipate which blocks will be 

offered in what zones, we will position our survey services 

to help clients acquire the data they will need. Therefore, 

our short-term struggles due to the lack of activity are 

somehow sweetened by a positive long-term outlook.  

The indications are that many players, especially those who 

will eventually win blocks, will want to reprocess existing 

seismic data. That could be very positive for us as we have 

developed a deep understanding of the local Mexican 

geology. Certain winners will take the data for processing 

to Houston or London as they have always done, but as 

more exploration companies set up shop in Mexico, they 

will look for local experienced partners. National content 

requirements will also stand us in good stead. Although 

these requirements do not specifically target seismic, 

companies will view spending their money in Mexico as 

the right thing to do.

Q: What are your expectations for the changing balance 

in PGS’ clientele between PEMEX and the private sector?

A: It is going to be a very gradual change as PEMEX will 

continue to be our main client for several years ahead. 

However, the projects themselves will change. Instead 

of the very large exploration surveys done in the past, 

we will see smaller, more focused surveys requiring 

more expertise. This is because we will essentially be 

looking at seismic for reservoir development as opposed 

to large-scale exploration. Large surveys will still be 

required in the unexplored deepwater areas but more 

detailed exploration is needed to move forward in field 

development. We also hope to see the demand for 4D 
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A: Restrictions and budget cuts could drastically affect 

modern exploration processes, such as multi-component 

seismic acquisition campaigns as well as innovative 

production methods such as enhanced oil recovery projects. 

Those processes are important especially for strategic 

reservoirs such as Cantarell and Ku-Maloob-Zaap, which 

production accounts for more than a third of the total 

production of Mexico. Critical thinking is required in order to 

identify clearly the zone of interest and the depth of the rock 

formations that need to be targeted in order to maximize the 

return on investment. Here again, Beicip-Franlab can provide 

its technical expertise and knowhow to deliver results and 

implementing strategies, which can help to maximize profit.

Q: What are Beicip’s guidelines for PEMEX to succeed in 

becoming a productive enterprise of the state?

A: PEMEX is already a productive enterprise of the state, 

and Beicip-Franlab is not here for providing guidelines 

that can only be defined and applied by PEMEX’s top 

management. On the other hand, Beicip-Franlab can 

provide recommendations and expert opinions on matters 

as diverse as assistance for farm-in, farm-out, assistance for 

reserves and resources evaluation and valuation, resources 

and reserves audit and certification, assistance during 

negotiations and assistance to optimize the asset portfolio. 

We have a strong pedigree and solid experience developed 

by having worked in more than 120 countries over the past 

50 years, and providing assistance to numerous NOCs 

during the opening up of their respective national territories.

Q: Has Beicip also sought to work with CNH?

A: CNH is a great new player in the Mexican oil industry. 

We have worked with national agencies and regulators 

in other countries on various projects, ranging from the 

certification of reserves, the development of prospective 

resources, to supporting the configuration data rooms 

and even selecting potential partners. We have an entire 

portfolio of services that we can offer to CNH. 

Q: What have been Beicip-Franlab’s main contributions to 

the Mexican oil and gas industry in recent years?

A: Beicip Services Mexico is a subsidiary of Beicip-Franlab, 

which fully depends on the French Petroleum Institute (IFP). 

Our task is to commercialize the technological solutions 

and methodologies developed by IFP and to provide 

technical expertise to the exploration and production 

industry, principally by carrying out integrated studies. 

Alongside this, we develop and distribute software and 

technology platforms, which provide the necessary tools in 

order to obtain a complete understanding of Mexico basin 

and reservoir mechanisms. Over the last decades, we have 

provided key technical studies and analysis, and worked 

alongside with PEMEX and IMP on increasing subsurface 

knowledge and implementing successful strategies, 

covering all disciplines from exploration to production, 

from petroleum system analysis and basin modeling to 

reservoir simulation and enhanced oil recovery projects.  

Q: How has the Energy Reform affected the needs of 

PEMEX?

A: PEMEX’s exploration needs have changed, as it is no 

longer requires carrying out as many regional projects as 

before. Instead it will need to study the specific areas that 

it was assigned during Round Zero, as well as blocks that it 

will win during the different contracting rounds, in order to 

make new discoveries and fine-tune field appraisal methods. 

There has also been a shift in production and development, 

with stricter deadlines and production quotas requiring a 

leaner field management and higher profitability. We are 

now seeing a very strong focus within PEMEX on building a 

strong technological development capability and cementing 

strategic partnerships with oil companies that have revealed 

interest in the recently opened blocks. The new PEMEX is 

already emerging, and Beicip-Franlab is supporting it.

Q: How will PEMEX’s budget cuts affect the required 

investments in fields like Cantarell and Ku-Maloob-Zaap?
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INVESTMENT IN R&D OPENS UP 
NEW SEISMIC OPPORTUNITIES

As a manufacturer of 

state-of-the-art seismic 

equipment for land, 

marine, and downhole 

environments, and as a 

company that possesses 

the largest geographic 

reach of any seismic 

manufacturer in the oil and 

gas industry, Sercel is well 

positioned to endure the 

current downturn following the drop in oil prices. Sercel 

continues investing around 6% of its revenue in R&D, which 

amounted to nearly US$50 million in 2014, vastly exceeding 

the investments made by its competitors. Robin Ellis, 

Vice-President of Sales & Marketing at Sercel, claims the 

company’s global reach enables it to effectively monitor the 

market in order to fully understand the issues its clients are 

experiencing. “This enables us to meet our client’s needs 

by providing the best equipment for a specific job to allow 

them to be more competitive,” he says. “Industry leader CGG 

recently carried out extremely complex, high-resolution, 

broadband, wide azimuth marine seismic surveys in the 

Gulf of Mexico. These were multi-vessel seismic surveys, 

which deployed a large number of Sercel’s Sentinel Solid 

Streamers. Since these vessels were very high-tech, they 

managed to take advantage of the low-noise characteristics 

of the Sentinel Solid Streamers. The streamers’ positioning 

was handled by Sercel’s Nautilus streamer positioning 

system. Given the multi-vessel environment of these 

surveys, CGG needed to synchronize the timing of the 

data acquisition between vessels, which was controlled by 

Sercel’s Seapro Nav navigation systems.” 

Regarding onshore operations, Sercel works with COMESA, 

which has performed a number of surveys in highly 

challenging environments with significant social issues 

in the states of Tabasco and Veracruz. “Damage and theft 

threatened the equipment, but COMESA was able to safely 

complete these very challenging surveys with our UNITE 

land wireless acquisition system,” Ellis mentions. These 

surveys can also be performed in urban environments so 

Sercel has had to develop equipment that works efficiently 

in cities. The company has deployed UNITE in Villahermosa 

and Heroica Cardenas, enabling COMESA to acquire seismic 

data from the center of those cities, which would have been 

impossible with a cable-based system. UNITE provides high-

speed wireless data harvesting, which facilitates the quick 

retrieval of information, eliminating the need to transport 

boxes to a central location and thereby avoiding the threat 

of data theft. Ellis explains that UNITE makes it possible to 

drive by at a relatively high speed or fly over with a helicopter 

to retrieve the data wirelessly, which was a great advantage 

for COMESA during these surveys. “In the north of Mexico, 

another client, Geokinetics, carried out a very high density, 

high production Vibroseis survey over the Galaxia project 

in Coahuila. This client managed to achieve high production 

levels and acquisition volumes that previously had only been 

possible with cabled systems. The problem in that area is that 

cattle damage the cables by chewing on them. Geokinetics 

was able to overcome this obstacle during the Galaxia survey 

by deploying 40,000 wireless channels,” explains Ellis.

In early 2015, Sercel introduced a new generation of 

MEMS digital sensors. “They have now been commercially 

deployed in the field and we look forward to fielding this new 

product in Mexico at the first opportunity,” Ellis comments. 

Another innovative product in Sercel’s portfolio, Quiet 

Sea, is designed to enable seismic operators to comply 

with ever-stricter environmental regulations by monitoring 

and detecting mammal activity around marine seismic 

operations in real time. This product is completely unique 

in that it enables operators of marine seismic acquisition 

systems to detect mammal activity, and it also provides the 

range and bearing from the survey vessel, as well as the 

type of species. This powerful tool allows the user to comply 

with local environmental regulations concerning what to do 

in the presence of whales and other sea mammals. Sercel is 

currently introducing a new generation seismic acquisition 

system, the 508 XT. It is based on cross-tech that combines 

the best of cabled and wireless system technologies in a 

single package. The 508 XT is not yet available in Mexico but 

the company expects to roll it out here in the near future. 

This system also improves sustainability by eliminating 

the need for a large number of lithium-ion or lead-acid 

batteries, while also reducing travel time and HSE risks 

associated with the daily maintenance of such batteries and 

their disposal at the end of life. One of the main features of 

the 508 XT is that it is 100 times more energy efficient than 

most wireless systems available today. 

Sercel also sees great potential for the use of its safe fracking 

tools, which are being used extensively in the US. “The very 

latest fracking techniques call for real-time monitoring, 

especially in multi-well environments,” says Ellis. “The UNITE 

system used on the surface, in combination with Sercel’s 

SlimWave downhole VSP tool, is the ideal system for such real-

time monitoring. Based on our experience in the US, we fully 

expect to use UNITE, along with a high-speed data wireless 

backhaul system, to connect discrete, distant, autonomous 

patches of surface seismic channels that are required in the 

geometry that companies currently use to monitor fracking.”

Robin Ellis, Vice-President of Sales 
and Marketing at Sercel
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PREPARING SEISMIC IMAGING FOR FUTURE 
BIDDING ROUNDS 
Experts claim that seismic exploration is scaling down as 

a result of the current depressed oil prices. However, Gil 

Howell, Multi-Client Sales Manager of Dolphin Geophysical 

(Dolphin), says Mexico presents an excellent opportunity 

for Dolphin because, as part of the world is scaling down, 

the country is ramping up. “Marine operations will enable 

Dolphin to use its fleet of high capacity vessels,” he 

explains. Furthermore, Howell sees a high potential for his 

company’s multi-client services. The main challenge in a 

multi-client market, notes Howell, is uncertainty. The terms 

for the shallow water rounds have been issued, but players 

are still waiting for the conditions of the deepwater rounds. 

Howell finds the Mexican legal framework favorable for 

carrying out geophysical studies. He compliments the 

work of CNH in collaborating with seismic companies and 

other participants in the oil and gas market and in helping 

them understand the laws and regulations. Although 

Mexico has certain limitations and restrictions on data 

ownership, Howell does not think these are as stringent 

as in other countries. In fact, he believes Mexico achieved 

a fine balance in this area. “We would definitely like longer 

terms, but knowing the models that CNH looked at, I think 

it did a good job in thoroughly studying the restrictions.” 

Howell sees 2D programs as a useful initial tool to help set 

the framework. The company will then move to 3D imaging, 

and eventually evolve to wide azimuth and full azimuth 

programs. Just as seismic technologies and surveys have 

progressed on the US side of the Gulf of Mexico, Howell 

expects the same to happen on the Mexican side, but in 

First of all, our technology can identify large masses 

of hydrocarbons, either from a helicopter or a satellite, 

through what we call Air EDST. We highlight the location 

of the hydrocarbon reservoirs in a map, then we focus on 

the spots with the highest concentration of hydrocarbons 

and make a triangulation. During a second phase, our In-

Ground EDST technology, also known as Virtual Drilling, 

allows us to identify and quantify the hydrocarbons. In-

Ground EDST allows us to go down to a depth of 6,000m, 

identifying the types of rock found along the way as well 

as the location of masses of hydrocarbons, either gas or 

oil, while also providing a very close proximity of the oil’s 

API. In addition, by using virtual wells we can triangulate 

the information and quantify the amount of hydrocarbons 

in the subsurface.

Q: How do Sea & Land’s advanced remote sensing, non-

seismic geophysical, and geochemical methods help to 

minimize exploration costs?

A: If we can save a company six months of exploration 

activity, then expenses will decrease considerably, 

Q: As a provider of exploration technology, how has Sea & 

Land’s R&D focus evolved over time?  

A: Sea & Land is an integrated service provider. Our business 

began when the company’s founder, Paddy Franks, decided 

to seek more efficient technologies for the exploration 

of hydrocarbons. Knowing the limitations and costs of 

the drilling processes, he identified several technologies 

based on electromagnetism. Currently, there are different 

technologies that use electromagnetism based on the same 

principle as seismic, which emits a wave and receives a signal 

that has to be interpreted to get an idea of what lies in the 

subsoil. Our technology is based solely on reading this data 

and has become our company’s flagship for two reasons. 

First, it has enormous potential because, even though it is 

not a new technology, it is not very common. Second, our 

technology can help minimize exploration costs. 

Q: How can Sea & Land help address the most common 

exploration challenges for oil companies?

A: A company that wins a tender does not know for a 

fact if there will be hydrocarbons in the assigned area. 

| VIEW FROM THE TOP

VIRTUAL TECHNOLOGY 
SAVES BIG ON 
EXPLORATION COSTS
SANTIAGO RIVERO
Vice-President Mexico of Sea & Land Global Group
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a shorter timeframe. While Dolphin is new to the Gulf of 

Mexico, it has already had great success with its wide tow 

3D technology in other places. This can be combined with 

the Sharp broadband technique, which enables towing 

the streamer at a greater depth. In addition, Dolphin 

has an imaging team based in Houston, staffed by very 

experienced geophysicists, capable of providing detailed 

images of the complicated sub-salt structures found in the 

Gulf of Mexico. This reduces risks for clients, enabling them 

to move forward their exploration efforts.

Currently, Dolphin is launching two projects in Mexico. The 

first one consists of a long offset, broadband 2D program 

in the east bay of Campeche, including a number of the 

wells included by CNH in the shallow waters data package. 

The program encompasses an area slightly over 16,000 

linear kilometers and uses the Dolphin Sharp broadband 

technology to enhance frequency spectra and produce 

broadband data. Howell says he is also launching a wide 

tow 3D narrow Azimuth program. Dolphin’s powerful 

vessels allow the company to tow wider spreads with 

longer streamers, which enhances operational efficiency 

and enables the company to deliver data to its clients in a 

timely fashion. “What sets us apart is the speed at which 

we provide our services, our downtimes are minimal when 

gathering data, and our Open CPS software produces 

superior quality images,” asserts Howell. Dolphin is not 

looking at Round One only. As Howell says the company 

is in Mexico for the long run, it is also looking to collect 

data that will be used for future rounds. For Howell, a 

great outcome would be for the data gathered by the 

company to be used in the nomination of blocks that will 

be tendered in future rounds. “We are certainly not going 

to neglect Round One. In fact, we will produce data on the 

blocks that were postponed. However, our strategy is to 

develop valuable and useful data on the blocks that will 

be tendered in Round Two and subsequent rounds,” he 

comments. 

allowing companies to start generating revenues 

sooner. The average cost of seismic surveys ranges 

from US$15,000-30,000 per linear kilometer, depending 

on the type of terrain. Our Air EDST technology costs 

US$15,000 per square kilometer. That is a significant 

difference in price. As for drilling operations, traditional 

technologies cost between US$1-5 million for onshore 

fields, and up to US$10-15 million in the case of offshore 

fields. For deepwater operations, the price increases 

significantly. Virtual drilling is significantly cheaper for 

both onshore and offshore operations than actual drilling 

activities. 

Q: Why is virtual drilling technology not yet widely used?

A: The main reason is that this is not American technology. 

The US is remarkably good at marketing its technologies 

and other options tend to be one step behind in terms of 

market presence. Traditional technologies that have been 

used for longer have accuracy levels of approximately 

30%. Our technology can have up to 98% accuracy, but 

companies that have been doing things in a certain way 

for 30 years tend to stick with familiar methods. However, 

a similar technology called SMGS has recently been 

introduced to PEMEX, which means Mexico is now familiar 

with virtual drilling. Over time, it will become more efficient 

and widespread. I estimate that in the next five years, 70% 

of the market will be using this technology.

Q: What challenges is the company facing to introduce 

this innovative technology to Mexico?

A: Over the past 30 years, PEMEX has been entrusted with 

conducting all exploration activities in Mexico. This barrier 

has now been broken and a competitive market ensures 

that players must continuously improve their game. We 

are in the process of certifying our technology in Mexico. 

Before CNH was created, the certification process for 

new technologies was less transparent and the steps 

were complicated. Today, those procedures have been 

clarified, although CNH stipulates that companies must 

have more than five years of experience in order to obtain 

the certification. Companies that have less than five years 

of experience may form alliances with players that have 

been in the market for over five years in order to obtain 

the certificates. This particular scenario would suit our 

situation. As integrators of technology solutions, we can 

bring these technologies into other markets like Russia, 

Ecuador, and Colombia, among others. 

Q: What is the current market perception of Mexico 

as a destination for foreign exploration technology 

developers?

A: One of the most positive things about the opening of 

the sector is that PEMEX will not be our only client. All 

companies that win contracts in the bidding rounds are 

now potential customers. PEMEX will still be our main 

client, but we may also have Pacific Rubiales, Perforadora 

Mexico, or any consortia formed between IOCs and Mexican 

companies. The law also allows companies to claim onership 

over the collected data, so we are in the process of raising 

funds in order to carry out studies that we may sell later on. 
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A: Geoprocesados is a service provider and workflow 

integrator. We are not technology developers, so we seek 

partners that have highly recognized technologies and 

then apply these to our workflows in Mexico. Our partners 

include Paradigm Geophysical, Terraces, and Polarcus. 

Terraces’ technology, for example, allows us to integrate 

electromagnetic gravimetric information with seismic data 

in order to generate more refined models of the subsoil. 

Traditionally, our greatest strength lies in land projects 

with integrated interpretation and characterization. We 

are comfortable working with land seismic processing as 

we possess technological solutions that can be applied 

very well in the onshore environment. Furthermore, 

global trends show that wide azimuth seismic acquisition 

will have to be done on a larger scale in shallow water 

and deepwater to provide better images and greater 

information on the subsoil. These technologies will be 

deployed on a large scale in Mexico. 

Q: How does the possibility of performing multi-client 

projects change Geoprocesados’ perspective regarding 

new projects?

A: Multi-client is an interesting new niche. As a long-

standing partner of PEMEX, Geoprocesados first seeks to 

align itself with PEMEX’s multi-client strategy, as we do not 

want to engage in projects that PEMEX is not interested in. 

In this sense, we are selecting areas that CNH might put 

up for tender in future licensing rounds. Geoprocesados 

will participate in multi-client projects in line with CNH’s 

regulation on the matter. 

Q: What are your priorities for the rest of 2015?

A: It will definitely be a very difficult year as Geoprocesados 

had to revise its budget as a result of the radical change in the 

landscape. The oil price drop deeply impacted us since we 

also have operations in the US and in Europe. Our objective 

was to generate studies for unconventionals but that was 

completely stopped. In spite of this, Geoprocesados still sees 

opportunities since the studies we provide are among the 

lowest cost alternatives in our industry. Performing studies 

during this time of low activity will enable companies to be 

prepared to identify new locations, to drill, and to start a 

swifter reincorporation into the market once prices improve. 

Q: In what ways does Geoprocesados aspire to support 

new market entrants in the coming years?

A: We are differentiated by our broad experience with 

working across the Mexican territory, where we have been 

implementing projects for over 20 years in all sorts of 

geologies. This allows us to properly recommend technologies 

that will result in enhanced efficiency for players coming to 

Mexico. The solutions we offer include technologies which 

reduce uncertainty, and allow companies to obtain better 

results with lower investments and risk. Our recommendations 

always tackle Mexican specifics, including the geology of the 

area or block being explored as well as the customer’s profile 

and its objectives. On top of that, Geoprocesados conducts 

a complete analysis of the available data and advises the 

customer on what can and cannot be done with it. When 

companies have legacy data, which is old or outdated and 

does not have the necessary characteristics to carry out 

state-of-the-art studies, we advise on the usefulness of the 

data and then recommend a solution.

Q: How will Geoprocesados secure new business from 

PEMEX and incoming operators alike?  

A: Operators coming to work in shallow waters will require 

state-of-the-art seismic data, and Geoprocesados can assist 

them with data collection and processing, as well as the 

generation of seismic studies. In deepwater, Geoprocesados 

has the experience of having been involved in projects from 

the design of data collection, data processing, and prediction 

of pore pressure in wells that have been drilled. Since PEMEX 

started deepwater operations, Geoprocesados has worked 

with the NOC within our scope of services. We engaged in 

the initial analysis for 2D seismic and then performed the 

studies to design 3D seismic. We performed gravimetric 

and seismic studies to map the salt in parts of the Gulf of 

Mexico and to help PEMEX define its preliminary targets. 

Geoprocesados has performed seismic processing as well 

as attribute studies and velocity studies for geopressure, 

all of them in deepwater. We are comfortable offering this 

experience to help new operators.

.

Q: What relationships does Geoprocesados maintain with 

technology providers to ensure it offers the best available 

solutions?

| VIEW FROM THE TOP

WORKFLOW OPTIMIZATION 
TO DELIVER STATE-OF-THE-
ART SEISMIC DATA
JAVIER RUBIO
Corporate General Manager of Geoprocesados
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LEADING GEOPREDICTION TOOLS 
BACKED BY GLOBAL EXPERIENCE

Complex subsurface 

characteristics and the 

need for state-of-the-art 

reservoir understanding 

paved the way to the 

foundation of Ikon Science. 

Since 2001, the company 

began developing and 

promoting the scientific 

application of rock physics 

to well and seismic data, in 

order to derive rock and fluid properties. In its early years, the 

company’s footprint expanded considerably, going beyond 

its initial rock physics expertise to encompassing all areas 

associated with seismic inversion, reservoir characterization, 

4D studies, and integration of seismic data and rock 

fluid properties. Essentially, the company is now able to 

incorporate the main aspects that allow for the prediction of 

a given reservoir’s content in terms of water, oil, and gas. All 

of these factors combined describe the geological prediction 

process of the subsurface, where these technologies become 

critical to spot commercial discoveries, and Ikon Science is 

no stranger to this key to success in the global oil and gas 

industry.

In a bid to deliver a more extensive solution portfolio to oil and 

gas operators in 2006, Ikon Science extended the scope of 

its activities by purchasing an established leader in the field, 

GeoPressure. After consolidating itself in the prediction of the 

lithology and fluids, by adding pore pressure prediction, the 

company was now able to provide a comprehensive picture 

to its clients. Understanding pressure in the subsurface 

is an essential component to be mastered in deepwater, 

where drilling down to an objective requires companies to 

understand the risks of encountering overpressure. In 2012, 

Ikon Science yet again added another arrow to its quiver 

by entering the complex field of geomechanics. As a result, 

the company is now able to predict stress regimes that 

can affect borehole stability and reservoir performance. 

This essentially entails looking at how the stress imposed 

by different rock units can potentially make the borehole 

collapse. Philip Neri, Vice-President of Product Strategy and 

Marketing at Ikon Science, explains the importance of taking 

on this new line in order to excel in the subsurface prediction 

market. “Adding geomechanics to our portfolio makes it 

the last piece to fit in the entire mosaic of our capabilities. 

Additionally, by analyzing the impact of geomechanics on 

long-term production, we can provide our clients with in-

depth solutions for their operational success.” 

Considering the broad nature of services that the company 

now offers across multiple disciplines, Ikon Science decided 

to sum up its entire portfolio into geoprediction, an integrated 

solution encompassing rock physics, seismic inversion, 

geopressure, and geomechanics. Neri highlights the critical 

importance of these factors in the pre-drilling process, where 

Ikon Science can provide companies with a holistic look 

at the subsurface before committing to the actual drilling 

operations. “Regional geopressure maps and bespoke 

geoprediction studies buy a lot of safety for a reasonable 

price. This is of paramount importance in deeper waters and 

with very deep wells where an out-of-control situation can 

Philip Neri, Vice-President of 
Product Strategy and Marketing at 
Ikon Science

INSIDE CNH’S GEOLOGICAL ATLAS
CNH is tasked with ensuring that all participants in Round 

One have access to high quality data about the blocks and 

fields put up for tender. In addition to creating the Data 

Room, CNH also prepared a Geological Atlas. As Round 

One moves through different phases, this Atlas will be 

expanded to cover the blocks and fields being tendered 

at each stage. The shallow waters section covers the most 

prolific oil provinces in southern Mexico, representing 

around 80% of Mexico’s cumulative production and 

estimated prospective resources close to 10.702 billion 

boe. The document is intended to inform readers about 

the general and detailed geological characteristics of 

shallow water areas in the Southeast basins. It will also 

serve as a reference guide for companies even before they 

pay to access the Data Room.

The Geological Atlas begins with a section on the regional 

geological context, which describes the geological 

evolution of the Southeast basin. It indicates that this 

basin evolved in a passive margin context during the 

Middle Jurassic, when the Gulf of Mexico was beginning 

to open. It includes onshore and offshore shallow water 

areas where exploration began in 1979. The chapter 

details the boundaries of the basin and describes the 

three main basins in the province. For instance, the 

majority of the plays in the Salina basin consist of 

deltaic sandstones, coastal bars, and the Miocene and 

Pliocene turbidites that make combined structural traps, 

stratigraphic and associated extensional deformation 

structures, and salt. Hydrocarbons are mainly located in 

sandstones of the Miocene and Pliocene formations. In 
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result in very costly and damaging consequences,” explains 

Neri. In addition, non-exclusive regional studies throughout 

the world’s main basins have boosted the firm’s presence 

in the subsurface prediction market. A number of energy 

companies active in a particular area and even national 

energy commissions have subscribed to these studies. The 

reports Ikon Science generates do not only use existing 

data from 50-100 individual wells, but also develop regional 

trends, formulas, and algorithms that help people predict 

what sort of conditions they might encounter in areas 

where no drilling has taken place. The combination of these 

solutions makes any energy operator readily understand the 

value and the importance of such studies. “Currently, we 

have a Gulf of Mexico study that analyzes 149 wells in the 

Wilcox deep offshore waters off Texas and Louisiana. This 

study is the most obvious one that could be extended to the 

Mexican part of the Gulf of Mexico,” Neri explains. On another 

note, as a medium-sized private company, Ikon Science has 

the flexibility to offer various ways of delivering its services to 

energy companies, national agencies, or partner companies. 

“We are in dialogue with CNH about doing regional studies. 

CNH is aware that our Wilcox study in the Gulf of Mexico 

is directly related to the exploration acreage that is opening 

up in the country. As a result, we see a lot of interest from 

many players in extending the study into Mexican territory.” 

The funding process of these studies varies across the world. 

According to Neri, most of the other studies were funded 

directly by private operators. However, the company’s 

business model is variable and it is open to work with all 

parties in Mexico in order to reach a successful outcome. 

The company’s greatest competitive advantage lies in the 

fact that it is a medium-sized firm with a global footprint. 

“Our size allows us to adopt new business models and bring 

together disciplines that traditionally are seen as separate 

entities in larger corporations,” Neri boasts. “We can actually 

do subsurface modelling, geopressure, and geomechanics 

within our single software platform called RokDoc, which is 

it the most flexible geoprediction software platform in the 

market,” he states. The flexible nature of RokDoc and its 

application to case by case scenarios have made it a popular 

tool for clients. For instance, if a single specialty department 

in any company, whether PEMEX or a smaller operator, has 

an interest in pressure prediction software, Ikon Science can 

offer a software package focusing on geopressure. In the 

case of an asset manager, a broader picture is required where 

an integrated platform with consistent data is integrated 

across all four disciplines. “For example, we can use the 

elastic properties from rock physics, derived by tying well 

and seismic data, and apply these to the geomechanics 

package, all integrated in one platform,” Neri reveals. In other 

software solutions, operators have to transfer the data from 

one package to another, which is time consuming and leads 

to duplicates, misaligned values, and misconfigurations. Ikon 

Science’s subsurface models, elastic properties, pressure 

profiles, and all other components are maintained as a whole 

in the RokDoc platform, instead of being spread out across a 

set of different software products. 

Ikon Science currently has offices to cater to international 

demand in Calgary, Houston, Rio de Janeiro, London, 

Aberdeen, Kuala Lumpur, and Perth. Moreover, the company 

has worked with every type of reservoir, be it deepwater, 

onshore, or unconventional, as well as in high pressure 

and high temperature conditions. “We have seen a lot of 

things and the way that we apply our work is very much by 

leveraging our experience. That is where our customers see a 

lot of value as, instead of just dealing with local problems, we 

bring in knowledge from other basins. None are ever exactly 

identical but bringing in that information provides insight. 

We can definitely apply our expertise globally to Mexico’s 

reservoirs,” Neri explains.

Pilar Reforma-Akbla, the hydrocarbons are stored mainly 

in Upper Cretaceous plays and Upper Jurassic oolitic 

limestone plays. Finally, hydrocarbon accumulations are 

trapped in the anticlines mainly produced by structural 

inversions and stratigraphic traps in the Pliocene 

formation of the Macuspana basin. This section includes 

contour lines, certain 2D and 3D seismic images of the 

blocks, and general information on the fields. 

The Stratigraphic Framework includes a description of 

sediment facies and sequences, and their distribution 

from Jurassic to Pliocene, enabling parties interested in 

hydrocarbon exploration to get a detailed idea of the 

composition they may encounter in these basins. The 

Geological Atlas further describes the stratigraphic and 

lithographic characteristics of each underlying layer in 

the reservoir systems, while graphs provide easy access 

to information about reservoir flow and deposition 

systems throughout the different geological time 

periods.

The Structural Framework chapter describes the processes 

through which sedimentary sequence is deformed and the 

types of resulting oil traps. This chapter also deals with 

the structural characteristics of each province, for which 

it uses structural maps indicating the depths of each layer 

belonging to different geological time periods. Finally, the 

Petroleum Systems chapter describes the processes by 

which hydrocarbons were generated, their migration due 

to geological events, and their entrapment. This section 

uses overviews of precise facies and graphs to illustrate 

the behavior of hydrocarbons across the Southeastern 

basins, making it likely to be one of the more valuable 

sections of the Atlas for potential bidders. 
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CRUCIAL IMPORTANCE OF LOGISTICS IN 
THE DRILLING FLUIDS BUSINESS
Although Prodexa is predominantly a non-metallic minerals 

mining company, it plays a vital role in the oil and gas 

industry since barite is a fundamental component of 

drilling fluids. The company was actually the first barite 

importer in Mexico and the first company to put up barite 

mills and processing plants in the south of the country, in 

order to service the South Region and the offshore oil and 

gas industry. Today, it is headquartered in Coatzacoalcos, 

Veracruz, showing its ties to the oil and gas industry. “From 

here, we process barite that is produced in several mines 

throughout Mexico,” says José Antonio Valdés, Director 

General of Prodexa. “Currently, our most important mining 

development is a barite ore project in Sonora. This open-pit 

mine is the biggest barite mine in Mexico and also ranks 

among the largest in the world. We sold about 200,000 

tonnes within a year of production starting in 2013 but the 

project is expected to eventually yield 300,000-500,000 

tonnes per year for exports.” The grand majority of the 

barite produced there is exported to the US, which remains 

the company’s largest market, but it is also seeking to 

extend its footprint to Colombia and Brazil. This expansion 

will be boosted by the new barite mines Prodexa is looking 

to develop in Michoacan, Puebla, Oaxaca, Zacatecas, and 

San Luis Potosi. When these begin producing, their ore 

will follow the flow of Prodexa’s existing assets, heading 

to Coatzacoalcos for milling before being delivered to the 

drilling fluids market. This vertical integration has helped 

the group seize a local of market share of between 35-

factors that we have been considering in unconventional 

reservoirs. Alongside this, DTK’s wellsite services work 

well when paired with core analysis since they allow us to 

analyze the geology while drilling operations are being 

carried out. At the same time, we are able to monitor 

drilling activities to guarantee efficiency and safety. 

While this line is inclined to work for the adequate use 

of certain drilling technologies, combining our drilling 

support services through our core analysis division with 

our wellsite services, we are able to offer integrated 

solutions that cover a large portion of the E&P processes 

of a field. We currently have mobile labs that work as 

the wells are being drilled in order to provide formation 

evaluation data during drilling operations. By providing 

first-hand information to our clients about the rock 

units that they are drilling into, we provide the tools 

for exploration geologists to better understand the 

subsurface. Additionally, this division also offers support 

services for drilling technology used at the wellsite, which 

essentially allows companies to monitor operations in 

real time. As drilling operations are monitored, anomalies 

and problems can be quickly detected. Gas detection is 

Q: What are DTK Group’s latest ventures to expand its 

capabilities in the Mexican oil and gas industry?

A: While DTK’s geotechnical capabilities still lie in the 

core analysis division, our wellsite services division has 

gained prominence. Given that these two share a lot of 

common ground by being focused on geological studies, 

we are able to make use of both business lines to provide 

an even more specialized service. Core analysis is very 

focused on reservoir engineering, while petrophysics 

and flow studies are also becoming very important. 

Additionally, we are able to generate data needed to 

establish reserve volumes in a given field while also 

determining the optimum production methods given 

the reservoir’s characteristics. Our core analysis line is 

growing in unconventional reservoirs, as the pore flow 

studies we provide are very important when producing 

from shales. Nanopermeability, or extremely low 

permeability, is a characteristic aspect of hydrocarbon-

rich shales and is something that any company operating 

in these types of reservoirs will need to understand in 

order to successfully produce. Geochemical analysis, rock 

mechanics, and electrical properties are other important 

| VIEW FROM THE TOP

COMPLEMENTING CORE 
ANALYSIS WITH WELLSITE 
SERVICES
JOHN D. LAWRENCE
CEO of DTK Group
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40% in Mexico. However, as Valdés explains, the quantity of 

barite being produced is not as important as the logistics 

of this business. “Successful distribution capabilities are 

critical for drilling activities. Since one cannot drill without 

drilling fluid which cannot exist without barite, drilling 

sites must have the product on time, on site, and quality 

assured,” he states. “Onshore and offshore rigs must have 

barite in their silos ready to be mixed with chemicals to 

create a batch of drilling mud.” While chemicals can be 

easily transported and stored at drilling sites, several 

tonnes of barite are needed at any given time at a drilling 

operation. This means barite is handled as a bulk material, 

which is cheaper than transporting it in bags or sacks. Barite 

is not a very expensive material compared to the rest of the 

ingredients needed to make drilling mud, but it is important 

for technical reasons. That is why the price of the material is 

not as important as guarantees about the timely availability 

of barite. Furthermore, areas such as trucking and on-time 

delivery are essential for drilling operations to be successful.  

Valdés is confident that Prodexa can dominate the logistical 

aspect of the job as it supplies most major oil service 

companies, including Schlumberger, Weatherford, Baker 

Hughes, and Halliburton. Apart from these, it supplies 

large drilling fluids companies such as QMax Solutions 

and Grupo Protexa, and large private companies that 

have their own drilling fluid divisions, such as Perforadora 

Mexico, COSL, and iPS. With the Energy Reform allowing 

the drilling industry to expand, Prodexa is now preparing 

to have the capacity needed for this higher level of 

activity. According to Valdés, the company will increase its 

processing and storage capacity as well as its truck fleet 

to achieve a 10% growth rate in 2015 and 20% in years to 

come. This growth will also be fueled by the significant 

increase in drilling activities the company expects to see 

in shallow and deep waters in the Gulf of Mexico, as well as 

in the Burgos basin.

particularly important, given that toxic and flammable 

gases could potentially endanger the operation. This 

service line is already being used in onshore assets 

located in the South Region as well as in the North Region 

through two contracts with PEMEX, while we are also 

working with this service line in Colombia and Nigeria. 

Q: What is the extent of DTK’s new drilling materials 

business line, and how are you planning to integrate 

the group’s three business lines to offer a well-rounded 

solution to your clients?

A: We have a small plant in Poza Rica that produces 

materials that we have developed in-house, which are 

experiencing significant demand by local drilling fluid 

companies. Besides producing, we also import materials 

from various places and distribute them to these companies. 

It is a relatively small business line for us when compared to 

the other two. In addition, this year has been slow because 

of PEMEX’s inactivity but we will see what happens over the 

coming year. There will definitely be good growth potential 

as soon as new companies come in and start exploring 

and developing fields. An advantage for us is that these 

three business lines share a lot of common ground, which 

puts us in a good position to offer integrated services. We 

also have partners who are world-renowned specialists 

in geochemistry, rock mechanics, and formation damage 

assessment, among other fields. Together, we are able to 

offer a complete geotechnical range of services to our 

clients. As I have said, there is plenty of potential for us to 

develop as new clients come along.

Q: How do you expect DTK Group’s activities to develop 

in the near future? 

A: We have a core analysis contract across Mexico to 

provide our services in all PEMEX assets. This contract, 

which was awarded in November 2014 and began in 

December, will revolve around the exploration assets 

that were awarded to PEMEX in Round Zero. We will 

seek to obtain geological and petrophysical data in order 

to calculate reserves and define the best production 

techniques. Alongside this, our analyses will be useful 

in production wells where additional data is needed in 

order to optimize outputs. Given that new players will 

enter Mexico, we expect good business opportunities 

for our wellsite services to pop up. These services are 

essential for any company looking to operate in the 

country, but many companies will bring suppliers that 

have already provided these services to them elsewhere. 

However, our working experience in Mexico will be a 

defining factor for a company to choose our services 

over the competition. Furthermore, our experience with 

PEMEX will stand us in good stead. CNH has to compile 

and organize all geological data for the CNIH, which 

provides us with an opportunity to supply such data. 

Having worked with PEMEX for many years, we provided 

much of its data and we understand it far better than 

many other companies. There is a lot of potential for 

DTK to work directly with CNH by organizing, classifying, 

and converting data into formats that could be used 

by companies that are interested in producing from 

Mexico’s reservoirs.

119C-0112, Mexico Oil & Gas Review (2015)



120

DECIPHERING DATA TO PINPOINT 
COMMERCIAL DISCOVERIES 
Venturing into data management and analysis is not 

an easy path for any company to take. Compiling, 

processing, and understanding what a potential money-

maker can bring to the table is usually set aside for 

the experts to handle, and Net Brains does just that. 

Combining parameters and integrating raw data with logs 

and seismic information has become the international 

norm to be used to separate profitable ventures from 

costly mistakes. David González, Managing Partner of 

Net Brains, understands that by making the best use 

of the most advanced methods, successful findings 

can be made. At the same time, he strongly advocates 

the use of technology to solve today’s problems, be it 

to decipher geological complexities through spectral 

decomposition or taking a step further by decomposing 

and tracing every step of the data’s processing to 

modify components along the way, with the goal of 

shifting the final result. According to González, the 

importance of modifying parameters will be essential to 

processing PEMEX’s data, starting with measuring and 

understanding how much raw data the NOC has, as well 

as its processed information, such as logs and seismic. 

“That is precisely how we are working with PEMEX 

at the moment, and we know that we will continue 

delivering these same services as new operators come 

in.” The importance of mastering that data is crucial to 

be prepared for a radical industry shift where foreign 

IOCs and medium-sized operators alike will share one 

common goal: to make the best out of the current 

data available regarding Mexico’s assets. “We can help 

manage the data included in the Data Room. Since we 

are already familiar with the way information is managed 

in PEMEX, the process of compiling and transferring the 

data to a private operator would be facilitated once the 

information is made available to the public,” he says.  

Even though many companies can compile information, 

González emphasizes that it is crucial to know which steps 

were taken throughout the entire processing phase. Once 

all the information has been integrated, any company can 

analyze what components of the available geological data 

were modified along the way to get to the final results. 

“Whether it may be a log, a curve, or a seismic line, it is 

important to know what was done to that data, how it 

was processed, and which technology was used, among 

other critical parameters,” González explains. As such, the 

company manages all the steps taken from the acquisition 

of raw data, to its processing, to the end results. Finally, it 

documents every change so that it is traceable by any user. 

By allowing any user to go back into the data’s processing 

history, the specific findings or assumptions of a company’s 

geophysicists can be understood, and if a company deems 

it necessary, components can be modified to look at data 

through a different lens.

While many large service companies are offering similar 

services as Net Brains, this medium-sized Mexican 

company has a key competitive advantage. Having 

specialized in PEMEX’s crown jewels for over 12 years, 

and with operations in Houston, Villahermosa, Poza Rica, 

and Mexico City, Net Brains’ expertise in working on all 

of the exploration blocks offered to the private sector 

poses no obstacles in its consolidation in the post-Reform 

landscape. González suggests that the firm may decide 

to open a new branch in Ciudad del Carmen to serve the 

shallow water region’s rise in demand. Moreover, he feels 

that incoming companies will soon realize that some of 

PEMEX’s seismic data is relatively old. “We know that these 

companies will be interested in seismic data acquisition 

and reprocessing data services. In order to cater to these 

demands, we are planning to open a processing office here 

in Mexico. By using cutting-edge processing technologies 

such as 3C-3D and aligning each case with our project 

management services, we will be able to offer exclusive 

solutions that support incoming companies’ interpretation 

needs.” González sees bright opportunities in a wide range 

of Mexico’s geologic provinces. “Requirements may range 

from fractured carbonates to pressure studies, and we are 

prepared to devise solutions that are truly valuable. For 

example, if companies are interested in setting up base in 

Ciudad del Carmen to work on the surrounding reservoirs, 

we have plenty of information and technical expertise to 

offer them.”  

Essentially, the greatest benefit that Net Brains offers 

companies is that the data’s parameters can be 

readjusted to test new hypotheses about a reservoir’s 

characteristics, increasing the potential for a commercial 

finding. The long-lived experience working with Mexico’s 

reservoirs has built up Net Brains’ dexterity in data-

handling. “We believe that managing data will be a very 

important aspect in the future of the industry, especially 

for CNH and PEMEX. Both will have a great need to 

manage geological data to cater to all the demands 

from private players.” As a result, Net Brains is hopeful to 

capture opportunities by managing these two entities’ 

data, as well as helping them interpret and understand 

the subsurface through its other service lines. “We feel 

that our services will enable specialists to play around 

with all the different factors and components involved 

when processing geological data to get better results,” 

he concludes.   
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DECIPHERING DATA TO PINPOINT 
COMMERCIAL DISCOVERIES 

INTERNATIONAL PARTNERSHIPS 
ENHANCE DRILLING CAPABILITIES
Adapting to PEMEX’s needs has characterized Goimar since 

its inception. As of today, the company provides maintenance 

and personnel for the operation of four modular rigs and 

two 115m jack-ups owned by COSL. In addition, the firm 

also provides personnel for the Sandunga jack-up while also 

operating its own jack-up Goimar-1. Yann Kirsch, Goimar’s 

Executive Vice-President of Business Development and 

Strategic Planning, is eager to reveal the company’s strategy 

to get a hold of opportunities beyond its current reach. “Our 

main focus is to create strategic alliances with different 

international and domestic companies to provide the best 

possible solutions to PEMEX and the incoming players. We 

foresee that PEMEX will no longer be our only customer 

as we will now be able to target other potential players for 

strategic alliances.” To this end, Goimar recently established 

an alliance with Odfjell, a Norwegian drilling company that is 

heavily involved in offshore drilling, especially in deepwater 

and ultra-deepwater rigs as well as topsides. This marked 

an important step for the company as it will now be better 

equipped to tackle deepwater projects in Mexico.  

With only four deepwater rigs, Kirsch is certain that 

PEMEX will need a couple more to explore and exploit 

the potential in the Perdido Fold Belt as well as new areas 

surrounding the gas giant Lakach. Working with Odfjell will 

enable Goimar to offer an extensive portfolio of offshore 

services to new developments in the Gulf of Mexico. “By 

bringing in drillships and semi-submersible rigs, among 

other offshore vessels, we will position ourselves to serve 

the deepwater and ultra-deepwater segments. Be it 

PEMEX or the private sector, our combined capabilities 

will allow us to target plenty of opportunities in the 

Mexican Gulf and we will definitely be at an advantage 

relative to our competitors.” Having worked with Statoil, 

ExxonMobil, Shell, and other IOCs, Kirsch is confident 

that Odfjell will play a defining role as Goimar expands 

its services into deepwater projects. “Essentially, Odfjell 

will be Goimar’s gateway to work with these companies, 

while we introduce the Norwegian firm to PEMEX and the 

Mexican oil and gas industry,” Kirsch explains. Besides 

this, Goimar’s engineering capabilities are also buffing 

up to take on new opportunities. According to Kirsch, 

by taking full advantage of Odfjell’s engineering human 

capital, Goimar will be able to target opportunities for 

3,000hp modular rigs. On another note, Kirsch highlights 

the benefits brought about by the reformed PEMEX 

Procurement division. “Centralizing the procurement 

process of products and services will prioritize companies 

like Goimar, given that it has been operating different 

types of rigs for PEMEX over a number of years and has 

done so to the highest standards. This logic has already 

been proven correct, since PEMEX’s procurement arm has 

already reached out to international markets in search 

of a new jack-up, with Goimar among the companies 

contacted.” Soon after receiving this request, the firm 

set out to find the most suitable supplier within its list of 

alliances around the world since the company did not own 

a jack-up to suit PEMEX’s specific needs. After pinpointing 

the right jack-up owner, Goimar found out this company 

had been contacted directly by PEMEX. Even though 

it could have drafted an offer on its own, this company 

preferred to choose Goimar as its go-to partner for this 

process. “Thanks to our proven track record, we have 

created a name for ourselves worldwide. Given that our 

products and services are endorsed by PEMEX and other 

important firms, we know that companies will be looking 

for Mexican champions like us to help them venture into 

the country’s oil and gas sector. We are confident that we 

can act as the mediator for any company worldwide by 

promoting their rigs in the market in order to land a deal 

with PEMEX. That is precisely what we did with this jack-

up request,” says Kirsch.

Goimar is currently operating and maintaining eight offshore 

drilling rigs but Kirsch expects that the firm will increase 

the extent of its operations in 2016. Paired to this, Goimar 

is working on a tender for a semi-submersible rig and it has 

high hopes of winning it soon. “We plan to buy this rig, so 

it is just a matter of being awarded this tender so that we 

can purchase it and begin working with this new addition 

to our fleet. If all our expectations work out as planned, we 

will be operating and maintaining eight platform rigs, four 

jack-ups, and a semi-submersible, while also working on a 

couple of other tenders related to Platform Supply Vessels 

(PSVs) and crew vessels.”

“We are confident that we can act as the mediator for any 

company worldwide by promoting their rigs in the market in 

order to land a deal with PEMEX”

Yann Kirsch, Executive Vice-President of Business 
Development and Strategic Planning at Goimar
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the short to medium term, but now, with these changes 

in the market, we may need to become a global or at 

least a regional company. The Energy Reform will help the 

Mexican market to recover much faster than other markets 

in the region. The industry is just opening, the first bids are 

already there, the winners are going to be announced later 

this year, and some operations might start next year. 

Q: What measures are you taking to cut costs, and what 

are the opportunities to do this without affecting safety 

performance?

A: First of all, since December 2014 the Mexican peso has 

experienced a devaluation of 10% against the American 

dollar. This automatically reduces all costs that we 

normally spend in Mexican pesos by that same percentage. 

Secondly, we are working with PEMEX to further reduce 

costs, but the NOC also has certain requirements that 

other operators normally do not have. For example, for 

some contracts PEMEX demands a team of our drillers 

on the rig in addition to its own team. This means that 

there are two drilling teams at all times, duplicating 

costs in really expensive positions. We have estimated 

that only by cutting these additional requirements we 

could decrease the cost of each rig between US$5,000-

10,000 per day, depending on the rig. This represents 

around 5% of the total cost of the rig for PEMEX, which 

is an immediate advantage. Another possibility we could 

contemplate, if PEMEX is willing to help us, is integrating 

all insurance costs for the rigs under PEMEX’s umbrella. 

Insurance represents around US$6,000-7,000 per day 

per rig. If we manage to reduce that by 30% or 40%, we 

are talking about a significant reduction in costs. Finally, 

we could modify our contracts to be 100% integrated. On 

average, rigs are used 75% of the time. Part of it is due to 

weather conditions in which we cannot operate, but most 

problems are of a logistical nature. Through integrated 

contracts we could dramatically reduce downtime, 

decreasing the costs of the rig by increasing its use. We 

have really good downtime compared to our competitors. 

Last year, we finished with 98.1% uptime for our five rigs, 

placing Perforadora Mexico among the top companies 

in the industry. PEMEX’s average is around 95%, which 

means we are doing extremely well. 

Q: What were Perforadora Mexico’s main highlights in 

2014?

A: 2014 was a good year for Perforadora Mexico. We 

were able to report the best numbers in the history of the 

company, given that we began operations with the last 

two jack-ups that we bought, Tabasco and Campeche. 

Tabasco started operations on April 15 and Campeche on 

November 15. By the end of the year, we were operating 

five rigs for PEMEX. We also started preparing ourselves 

for Round One. Perforadora Mexico put together a small 

team of geologists and petroleum engineers to perform 

the screening of the blocks included in Round One. Since 

we decided to pursue medium- to low-risk fields, none 

of the 14 blocks announced in December were attractive 

for us. However, we are planning to participate in at least 

two of the shallow water production blocks announced in 

February 2015. We have not selected the partner that we 

will work with, but we are already in deep conversation 

with a potential partner that may be ready to go soon.

Q: How has the drop in the oil price and the resulting 

slowdown in drilling activity affected Perforadora Mexico?

A: As a country, Mexico is very dependent on oil prices, as 

hydrocarbons are such a crucial part of the government’s 

budget. The government is cutting expenses as much as 

possible for 2015, which is going to be difficult, and given 

the circumstances, 2016 will be even more challenging. 

Overall, this creates a complex situation for PEMEX, as it 

needs to cut expenses and focus on the most profitable 

projects, such as shallow water fields. Grupo Mexico is 

convinced that it would be a big mistake to cut drilling 

activity in Mexican shallow waters, as upstream activities 

are the most profitable investments in the Mexican oil and 

gas sector. PEMEX will reduce the current day rates for 

drilling rigs by a percentage that we still do not know. Once 

its current contracts expire, PEMEX will renew at current 

market level rates. In the medium term, this situation will 

improve with all the activity that should be coming from 

the bids in Round One. In the meantime, companies with 

expired contracts will have to look for other markets. In our 

case, we will be evaluating opportunities in Mexico and in 

other areas in the region. Before this situation, it was clear 

that we were going to focus all our efforts on Mexico in 
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Q: If Grupo Mexico Oil and Gas were to win a block in 

Round One, would it be operated by Perforadora Mexico 

or by a new division of Grupo Mexico?

A: We have a holding company called Controladora de 

Infraestructura Petrolera that is the owner of Perforadora 

Mexico and controls all the different rig investments that 

we have made since 2011, worth over US$1 billion. We do 

not want to mix things, so if Grupo Mexico Oil and Gas 

wins a block, we will keep it as a separate business from 

Perforadora Mexico, managing it through Controladora de 

Infraestructura Petrolera. That way, Perforadora Mexico 

will be available to get as much business as possible from 

the new companies in the fields, maintaining a good level 

of competition and adequate prices. 

Q: When are you going to start engaging with the new 

operators coming to the country?

A: We are already having meetings with most of the 

potential new operators to introduce our services. In terms 

of competition with foreign drilling companies, we have 

some advantages and some disadvantages. For example, 

until now we have only worked with PEMEX and we have 

become used to its requirements. This is not necessarily 

a good thing. PEMEX is really demanding in some areas, 

which forced us to improve, but it is not so developed in 

others, such as the way it measures efficiency. Over time, 

we have obtained sufficient knowledge of the local labor 

market; we know where to find experienced workers, how 

to attract them, and how to retain them. Additionally, we are 

working to develop partnerships with foreign companies 

not currently operating in Mexico. There could be a win-

win situation for everybody if the operators planning to 

enter this market with their own drilling equipment do so 

through an alliances with us. 

Q: What characteristics make a field attractive for Grupo 

Mexico Oil and Gas? 

A: It is mainly a mixture of risk and field potential. We do not 

see Grupo Mexico Oil and Gas in big deepwater projects as 

we have decided to focus on medium- to low-risk fields. 

We will be targeting the best shallow water fields while we 

have also selected some onshore fields. Because of their 

nature, the onshore projects we selected have lower risk 

than shallow water fields. The problem with those is that 

there will be more competition during the bidding process.

Q: What are the ambitions of Perforadora Mexico, and the 

rest of Grupo Mexico’s oil and gas operations for the next 

few years?

A: Perforadora Mexico is just our drilling company. Therefore, 

our goals are focused on consolidating Controladora de 

Infraestructura Petrolera as a global company. In the next 

few years, we want to invest over US$1 billion to become 

an oil operator as part of a strong consortium. We also 

expect to have won two or three blocks for shallow water 

and onshore projects by that time. On the other side, we 

hope to keep on being the driller of choice, mainly in the 

shallow water segment in Mexico.  
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A: It is a little early to make any definite statements in 

that regard. Nevertheless, the environment will definitely 

change and PEMEX is trying to modernize in order to 

streamline the decision-making processes and become 

more efficient. PEMEX knows that, in order to become 

the preferred choice among service providers, it needs to 

improve its contract template and become more flexible 

in its contracting structures. All of these changes are 

positive. Our existing contracts were defined prior to the 

Energy Reform. Given that the new regime allows PEMEX 

to pursue long-term associations, we hope to become 

strategic suppliers to the NOC through the construction 

of our rigs. 

Q: What will be the main drivers that will allow companies 

like Oro Negro to win contracts under PEMEX’s new 

framework? 

A: It is important to understand a number of factors that 

play a role in PEMEX’s new way of contracting. First, 

these assets are highly correlated to production. The 

effectiveness in their use and the quality of the service 

being provided should be key considerations for PEMEX 

when selecting its service providers. Even though we 

are a young company, we have a track record of making 

effective use of brand new assets. As soon as assets come 

out of the shipyard, they are more prone to experiencing 

downtime since they have not been put to the test for 

hidden defects, if any become apparent. Oro Negro has 

been averaging 95% in effective utilization across its fleet, 

which represents a very solid performance that will be 

among the key drivers in PEMEX’s selection process. Paired 

with this, we are a Mexican company with over 15 million 

Mexicans being represented in our ownership structure 

as a result of Mexican pension fund investments in the 

company. Our institutional setup and high national content 

give Oro Negro a unique positioning in the marketplace. 

Finally, the quality of our assets is also very important. We 

have a homogeneous fleet of the highest specification rigs 

within their asset class built by the leading shipyards in the 

world, representing a competitive advantage in terms of 

versatility, economies of scale, and efficiency. Therefore, 

combining all of these factors with the attractive delivery 

dates for our rigs under construction should enable the 

Q: What have been the key events for Oro Negro over the 

past year?

A: One success was our issuance on the Norwegian high 

yield bond market in 2014. This transaction was crucial as it 

allowed us to refinance all of our short-term facilities, and 

obtain the necessary proceeds to make the final shipyard 

instalment on our fourth rig, Decus, which is now in operation. 

This was a landmark transaction for Oro Negro as it was 

the largest issuance ever in the Norwegian high yield bond 

market. As a Mexican company, we feel very proud to hold 

such a distinction in a highly-specialized oil and gas market. 

This transaction reflects the market’s positive perspective 

on the opportunities available in Mexico, and particularly in 

the segment in which Oro Negro participates. Our decision 

to carry out this issuance was very timely. We had no 

competing issuances in the market, which enabled us to grab 

the attention from the investor base. We held a four-day 

road show, divided between New York and London, which 

allowed us to close the book in a short period of time. The 

offer was oversubscribed by 3.3 times, with roughly US$2.5 

billion of demand for the US$725 million that was issued. We 

received more than 233 firm offers from investors located in 

Europe, the US, and Asia. Similarly, the issuance was very well 

distributed among the global investor community. 

Q: How much of that investor interest was due to the 

opportunities developing in Mexico compared to being 

exposed to Oro Negro and the drilling market?

A: It involved a little bit of both. These are debt securities, 

which are offering investors a fixed return secured by the 

assets themselves. I would say that the main underwriting 

considerations for investors were focused on the company 

and the assets securing the transaction. Nonetheless, we 

operate in a market that is exciting and the prospects for the 

company are inextricably linked to the jurisdiction in which 

we operate. Notwithstanding the volatility that we have seen 

in recent months, Mexico is a bright spot in the global energy 

scenario, given its Energy Reform and the significant growth 

that is expected to occur in the market as a result. 

Q: How would you rate doing business with PEMEX, given 

the creation of its drilling subsidiary and the changes to 

its procurement function?   
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company to be a preferred service provider to PEMEX, as 

well as to new entrants into the market. 

There is pent up demand for our assets as PEMEX will have 

to grow the size of its fleet in order to meet ambitious 

production targets. Mexico is currently producing roughly 

2.3 million b/d but production is expected to yield 3 million 

b/d by 2018 and 3.5 million b/d by 2025. Furthermore, 

since shallow water reservoirs represent 80% of proven 

reserves and more than 50% of 2P reserves, Mexico will 

see a significant need for development work and well 

workover services. This promotes a very healthy demand 

for jack-ups, in addition to the demand of appraisal and 

exploration activities. Modern, premium jack-ups provide 

tremendous efficiencies for the operator when compared 

to conventional rigs, notwithstanding differentials in 

day rates. Once the cost of drilling a well is normalized, 

operators can save 25-35% of costs by utilizing premium 

rigs instead of conventional rigs. The drivers of these cost 

savings are the speed of drilling, allowing more wells to be 

drilled in the same amount of time, and the logistical cost 

reduction resulting from the larger storage capacity of 

premium rigs, which reduces the frequency of supply trips 

to and from the platform. In addition, other qualitative 

factors play an important role in the migration from 

conventional to premium rigs, most notably productivity 

driven by the drastic improvement in living conditions for 

employees. Finally, contingent liabilities, both from a loss 

of life and from an environmental standpoint, are reduced 

when employing premium rigs as opposed to conventional 

rigs. Assets that have been operating uninterruptedly for 

more than 30 years entail risks associated with structural 

fatigue that may lead to serious accidents. Summing up all 

of these factors leads us to conclude that the displacement 

of conventional assets is an irreversible trend. The 

combination of fleet expansion with fleet replacement is 

creating a healthy demand for premium rigs, such as the 

ones owned and operated by Oro Negro. 

Q: What kinds of companies do you think will be in the 

best position to win the deepwater contracts?

A: It would be a combination of companies like us that have 

experience working in Mexico but lack deepwater expertise 

and firms that have deepwater drilling expertise and a 

great track record worldwide but lack working experience 

in Mexico. There will definitely be room for both. Being a 

Mexican company has its advantages but that will not be 

enough. We have to be able to compete on equal terms 

with other companies in areas such as operating capabilities, 

processes, and QHSE standards. Even though we are a young 

company, we have been able to prove that we can develop 

a company that has the highest standards in terms of 

operating procedures as well as asset quality. Therefore, we 

plan to replicate the same working standards of our shallow 

water involvement in our deepwater ambitions. Having 

the right experienced team will be essential to guarantee 

unconditional reliability to our future clients. 

Q: What are your major objectives within the current 

scope of Round One?

A: We see opportunities within our asset class. While 

many jack-ups have been constructed, the ability to 

differentiate operator-built assets from speculation-driven 

asset construction is essential. We foresee opportunities to 

consolidate in the near future in order to expand our fleet. 

These opportunities will not only include speculators who 

build rigs but also smaller companies that lack the capital 

to develop these projects. We will be targeting companies 

that make the most sense, whether they are Mexican or 

foreign. We also expect opportunities to diversify into 

other asset classes that will experience demand as a 

result of the Energy Reform. These assets may involve 

deepwater capabilities, as well as aggregating certain 

services around the drilling function in order to be able to 

provide turnkey solutions to new companies in the market. 

Operators entering the Mexican market for the first time 

may favor comprehensive services that reduce disruptions 

in the supply chain of critical services. 

Q: Oro Negro’s statement of purpose is to become an 

integrated and diversified oil and gas service company. 

How likely is it for you to start developing other activities 

unrelated to drilling in the coming years?

A: We have the ability to aggregate services in a way 

that can be scaled to our current operations. We think  

the radical transformation that is taking place in Mexico 

creates opportunities to offer integrated services. This is 

not a mature market, but one going through an inflection 

point. The country faces a medium-term challenge in 

offsetting the decline of its mature fields, while also being 

able to develop all of its prospective resources. Mexico’s 

value chain is populated with legacy assets, which are 

the product of long-lived criteria for assigning contracts 

focused solely on cost. As the assignment criterion has 

changed, a positive disruption will bring challenges that 

will require the ability to invest in capital goods. These 

need to adhere to new technical specifications and 

guarantee proven results in a given timeframe in order to 

meet projected targets for production. That is precisely 

where we see opportunities in providing integrated 

services that deliver turnkey solutions for drilling 

operations. Oro Negro has the investment capacity to do 

so, and it will take advantage of this aspect to carry out 

its ambitions. 
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developed by Noble over its long history. Perhaps more 

importantly, we maintained both the shore-based and rig-

based crews that were operating our rigs prior to this move. 

This has been critical to our success and Mexico is a perfect 

example. Noble’s first operations in Mexico date back to 

1992, more than 20 years ago. What began as a single jack-

up grew to eleven jack-ups, and, until a number of our rigs 

recently completed their contracts, we were the largest 

supplier of rigs to PEMEX for a number of years. When 

the spin-off occurred, the entire Mexico division of Noble 

became part of Paragon, making the transition for PEMEX 

seamless. The NOC continued to interact with the same rigs, 

the same crews, and the same management it has always 

known and trusted. Mexico is a very important part of 

Paragon’s global portfolio, as this country contributed with 

approximately 17% of the company’s EBITDA in 2014, making 

it our third most important region behind the North Sea and 

Brazil. However, our goal is not to rely on a reputation built 

by Noble. Our team is working to take the processes and 

procedures we inherited and adapt them to deliver even 

more efficiency and higher value for our customers without 

sacrificing safety. Our industry is incredibly competitive, so 

we cannot sit still. 

Q: What is the current status of your Mexican jack-ups in 

terms of age and capacity?

Q: How does Paragon Offshore’s heritage position it as a 

leader in the drilling industry? 

A: Paragon Offshore (Paragon) has a rich history as a drilling 

contractor. Although our name is new due to the recent spin-

off, our previous owner, Noble Corporation, was established 

in 1921. Noble has always enjoyed a very strong reputation 

in the industry since it provides its customers with well-

maintained rigs operated by some of the most reliable crews 

in the business. Throughout its long history, Noble continually 

expanded its geographic footprint, which began onshore in 

Oklahoma and grew worldwide. This has been based on a 

growing portfolio of land rigs, shallow water jack-ups, and 

some of the most advanced ultra-deepwater rigs ever built. 

When the spin-off took place back in July 2014, Paragon’s 

operations spanned across 12 countries on five continents.  

Our company provides drilling services to clients ranging 

from small independent companies in the North Sea and 

West Africa, to supermajors like Total, and NOCs like PEMEX 

and Petrobras. We own and operate a fleet of 39 drilling 

units, including 34 jack-ups and five floating drillships and 

semi-submersibles. Our fleet also includes two recently 

acquired high-specification, heavy-duty, harsh environment 

jack-ups currently operating for Total in the North Sea. 

One of the best things about the spin-off process is that 

Paragon became the beneficiary of systems and procedures 
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A: In terms of the number of rigs, our Mexican fleet of 

11 rigs represents approximately one-third of our total 

jack-up fleet. Paragon’s Mexican fleet is comprised of 

independent-leg, cantilevered jack-up units with water 

depth capabilities ranging from 75-120m. This gives our 

rigs broad flexibility in moving onto PEMEX’s platforms 

throughout the Cantrell and Ku-Maloob-Zaap fields. Each 

rig has a 10,000psi blow-out preventer, derricks with 

capacities ranging from 1-1.5 million pounds, and can 

house an average of 90 people. Even though the rigs are 

approximately 35 years old, it is unlikely to find anything 

old in them because we have an ongoing, rigorous 

maintenance and upgrade program designed to keep 

the units in peak operating conditions. In fact, these rigs 

are very well-suited for their work with PEMEX. About 

63% of the work we do is workover related, meaning 

that we re-enter already existing wells to perform repairs 

or improve production. We also perform development 

drilling operations which account for another 30% of our 

activities focused on PEMEX’s existing platforms. For both 

of these operations, our rigs are much more cost effective 

for our customers than most newer, more technologically 

advanced units that are costlier and difficult to operate. 

It is only when a customer has a specific activity, such 

as drilling into extremely high pressures or for very long 

extended reach wells, that a newer, higher capability rig 

is required.

Q: Is Paragon expecting to expand its fleet in Mexico with 

the outcome of the first bidding rounds? 

A: It is true that Paragon currently only operates jack-

ups in Mexico. But as part of Noble, our operations team 

recently managed a deepwater moored semisubmersible 

under a three-year contract with PEMEX, so we would be 

quite comfortable operating one of our floating assets 

Sharing passion. 
Cooperating as 
partners.  
Finding solutions. 

You are the expert in your field and 
Pepperl+Fuchs will treat you as one. 
Working as partners, we share our 
knowledge and experience with you. 
The result is an innovative solution that 
moves you toward the future. 

www.pepperl-fuchs.com

should PEMEX require it. In fact, we have several units that 

are appropriate for water depths of up to approximately 

2,280m in Mexico. 

Paragon serves all sizes of customers around the world, 

from the largest NOCs to small indigenous E&P companies 

in West Africa, and we will continue to do so. Given the 

nature of the blocks offered in Round One, we believe 

that the majority of drilling operations are likely to be 

conducted using jack-ups. Paragon certainly hopes to 

be able to serve some of the companies that will enter 

Mexico as part of this expansion. Round One will tender 14 

shallow water blocks and, based on what we know today, 

our current Mexico-based rigs are capable of operating 

in all but one of these blocks where the water depths are 

too great. We have already been in contact with many of 

the companies that are potential bidders to ascertain their 

rig needs.   

Q: What is your assessment of the development of 

deepwater drilling in Mexico? 

A: We believe there is significant deepwater and ultra-

deepwater potential in Mexico. Many of the reservoir plays 

which are already under production on the US side of the 

Gulf, such as the Perdido Fold Belt, continue into Mexican 

territory and represent opportunities for future production. 

PEMEX has already had some exploration success and 

it has a number of ultra-deepwater rigs under contract, 

but we expect to see additional deepwater exploration 

and development activity in the future. Our long work 

history in Mexico, our capabilities in managing deepwater 

exploration and development projects for demanding 

customers like Petrobras, and our strong relationship with 

PEMEX position us well, and we certainly hope to be part 

of Mexico’s deepwater future.

C-0112, Mexico Oil & Gas Review (2015)
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MULTIPLE CONTROL LINE RUNNING SYSTEM (MCLRS) 

Intelligent completions are a no-brainer for drilling companies 

in the Mexican oil and gas industry. Conventional control line 

running procedures and equipment require control lines to 

pass through the same work area occupied by the tong, 

clamping, and testing crews, as well as the tubing slips. 

TESCO has been a pioneer in smart completion solutions 

and has come to understand that downtime can mean a 

dramatic increase in operational costs. For this reason, the 

company has taken the initiative of developing what is one 

of the most innovative tubing running solutions in the global 

drilling equipment market. The Multiple Control Line Running 

System (MCLRS) is a sleek approach to tubing that provides 

multiple configurations to guarantee a tailored fit for any 

drilling rig. Aligned with TESCO’s strategy to manufacture 

products that effectively reduce non-productive time (NPT) 

and guarantee safe completion activities, the MCLRS uses an 

elevated workstation over the rotary table that brings up the 

slips six feet from the rig floor in order to provide enough 

spacing for running tubing. By running tubing with multiple 

control lines beyond the tong area, safety is enhanced with 

this patented solution. With the ability to run up to ten 

control lines away from overhead sheaves and the tong area 

without any manual labor, the MCLRS provides a system for 

the control lines to be attached to the tubing on one or both 

sides of the pipe. Given that a platform sits over the rotary 

tubing string below the slips, neither control nor injection 

lines will have to pass through the slips. Control lines feed 

through the open platform sides, without having to pass 

through the slips, and are clamped to the tubing string for 

enhanced operational efficiency and safety. High operating 

costs of drilling platforms make the MCLRS a critical 

addition to any well completion activity. The fact that this 

groundbreaking tool installs tubing and all associated control 

lines, without feeding these through the slips used to run 

the tubing, mitigates any possibility of crimped or damaged 

control lines in the process. Consequently, NPT is significantly 

reduced since high repair costs and downtime are eliminated.

| TECHNOLOGY SPOTLIGHT

INNOVATIVE SOLUTIONS TO 
BYPASS NON-PRODUCTIVE TIME 

TESCO is leading the way 

in the Mexican oil and gas 

industry with its own line 

of specialized products. 

Top drive rentals and 

Casing Running Tools 

(CRTs) are the main 

drivers of the company’s 

offering, while offering 

and integrating a broad 

range of components and 

accessories for the drilling market has continued to be a 

pivot of TESCO’s strategy. Michael Irausquin, Vice-President 

Mexico and Central America Geomarket of TESCO, proudly 

boasts the company’s innovative approach to CRTs to 

provide optimal solutions for the drilling sector. One of 

the firm’s trademark products is the Casing Drive System™ 

(CDS), a tool that tackles downhole cementing to deliver 

a user-friendly system. By rotating and reciprocating while 

cementing, the CDS guarantees a smooth finish and is 

able to significantly reduce non-productive time (NPT). 

All of these factors equate to a well-rounded, customer-

oriented solution that Irausquin is confident will spark 

great interest among the new players in Mexico’s oil and 

gas industry. “Throughout our entire product line, our 

main focus as a company is to reduce NPT. We understand 

the critical importance of avoiding downtime in drilling 

operations and we carefully analyze the potential factors 

involved throughout each step of the development 

process for each of our products.” While there are many 

alternatives for casing in the market, TESCO’s Tubular 

Services product line offers patented technologies for 

casing and tubing to guarantee integrity in conventional 

and complex well completions. Successful casing jobs will 

determine a well’s lifespan, where corrosion and leakage 

can deteriorate downhole reliability and the effective 

flow of hydrocarbons. Parallel to the technicalities of the 

products, Irausquin explains that TESCO is aware of the 

safety concerns that are intricately related to any drilling 

operation. “Along with the reduction of NPT, safety is one 

of our most important foundational blocks. It is rewarding 

to see that our customers in Mexico increasingly demand 

results that are aligned with these two principles.” 

Another exclusive component of TESCO’s portfolio is the 

Multiple Control Line Running System (MCLRS), which 

aligns with the company’s aim to become specialized in full 

rig mechanization. According to Irausquin, the MCLRS will 

soon be in great demand in the Mexican offshore drilling 

market given the state-of-the-art system it utilizes. “When 

running the lines that control the completion system inside 

the offshore well, they must be run through the slips that 

Michael Irausquin, Vice-President 
Mexico and Central America 
Geomarket of TESCO
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prevent the casing from going downhole. During this 

procedure, extreme care and appropriate equipment must 

be used, since a mistake can potentially cost millions of 

dollars. By using MCLRS, the lines are extended away 

from the danger zone with an independent and automatic 

mechanism that runs the line underneath the rig floor. 

Basically, it is a stand that elevates all the operations to a 

certain height relative to the rig floor. As a result, all of the 

activities that could potentially cause a dangerous situation 

happen at this simulated level, while the lines are running 

underneath. In other words, using the MCLRS helps to ensure 

that every single smart completion operation is successful,” 

he explains. Its onshore counterpart, the Hydraulic Multiple 

Control Line Running System (HMCLRS)  works under a 

similar mechanism providing substantial cost benefits and 

reducing NPT for onshore drilling operations. “In onshore 

environments, the HMCLRS allows operators to leave a rig 

aside when doing a smart completion. Currently, operators 

need a whole rig to do this, which means that a significant 

amount of money, about US$60,000-70,000 per day for 

each rig is being wasted. By using our HMCLRS, the rig can 

leave the site and drill wells elsewhere while our equipment 

takes care of the completion process with its own power 

supply. We have already started to implement this product 

in Colombia successfully and we are hopeful to find some 

good opportunities to implement this solution in Mexico.”

Servicing its own equipment has now become a strategic 

priority for the company in Mexico. The importance 

of expanding its in-country presence has spawned 

the opening of a new branch in Villahermosa, which is 

expected to serve its current client base in the region. 

With extensive servicing capabilities to meet future 

demand, the new center’s main purpose is to expand 

TESCO’s equipment servicing capacity in the country to 

better serve its existing customers, while also generating 

business with new companies. Not only will this new 

base serve as a strong foundation to service TESCO’s 

equipment, but it will also be capable of servicing other 

companies’ equipment assuring the full structural integrity 

and operational success of its clients. Additionally, storage 

capacity at the Villahermosa branch will also increase 

the availability of specialized drilling components in the 

Mexican market.

TESCO is aware of the growing importance of offering 

integrating services, and Irausquin lays out the ingredients 

for a successful strategy. “PEMEX, as well as any 

international operator, constantly aims to reduce the 

number of contracts it has with service companies. In 

the case of Mexico, we have already seen Schlumberger, 

Halliburton, and Baker Hughes focusing on integrated 

project management, where they are responsible for 

contracting out the required services while dealing directly 

with the oil company. In the future, we want to be a 

bigger player in that integrated approach to our services.” 

Overall, Irausquin foresees that TESCO will be expanding 

its tubular service capabilities in the coming years, along 

with its aftermarket services. “We can see that the rental 

market will eventually diminish over time, as our clients will 

prefer to have their own equipment. We must be ready for 

this change,” he concludes.
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The discovery of the Cantarell field in 1976 led to PEMEX gaining unmatched expertise in the shallow 

water segment. In 2003, production in Cantarell peaked at 2.1 million b/d, helping Mexico reach 

its production pinnacle, and over the following decade entered into a decline that has reduced its 

production to around 250,000b/d. Today, Ku-Maloop-Zaap is the country’s most productive field, 

and new fields coming into production have made a significant contribution toward replacing 

Cantarell’s declining returns. Although PEMEX’s shallow water fields are aging, they remain at the 

core of its production portfolio, and are destined to continue playing this role in the foreseeable 

future based on the outcome of Round Zero. Shallow water reservoirs account for 80% of Mexico’s 

proven reserves and more than 50% of its probable reserves. Due to the low production costs 

of Mexico’s shallow water fields, new upstream endeavors in shallow waters provide attractive 

opportunities for both PEMEX and private operators, even with the current oil prices.

This chapter will focus on how the upcoming bidding rounds and the PEMEX farm-outs will define 

the respective roles of PEMEX and private operators in shallow water, and to what extent they will 

be opening the door to new investment, expertise, and technology, particularly those with the 

potential to initiate a new phase in Mexico’s shallow water production history. After almost four 

decades of shallow water operations, Mexico has a strong base of suppliers and service providers 

who also present their vision on the upcoming challenges and opportunities in this area. 

5
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Q: How close do you think companies participating in 

the second phase of Round One can come to matching 

PEMEX’s overall production costs?

A: Our shallow water production costs are among the 

lowest in the world at below US$10 per barrel. Reaching 

US$10 per barrel would be very attractive for companies, 

but even US$15 per barrel would be a good result. Our 

shallow water fields are de-risked, they are very productive, 

and they have large reserves and prospective reserves. 

They are essentially calling companies to go there.  

Q: The second phase of Round One offers the opportunity 

buy reserves in Mexico, which influence do you expect 

this rather unique situation to have on the participants?

A: For the moment, we are going to do what the Energy Reform 

has stated, which does not allow companies to book reserves. 

However, the attractiveness of investing in the Mexican market 

remains. The government will get its share through the fiscal 

regime or from taxes and royalties. If companies can see the 

opportunity to turn a profit under the fiscal regime, or after 

they have paid their taxes and royalties, they will come. 

Q: What level of production do you expect the fields 

included in the second phase of Round One to deliver 

within three to five years?

Q: How do you think potential operators will view shallow 

water exploration phase of Round One? 

A: Major companies have already acquired the information, 

obtained access to the data room, and are evaluating the 

bids they want to make. They must decide whether to 

invest and explore in areas where PEMEX did the same for 

nearly 40 years, or whether to put their capital toward an 

offer for deepwater or extra-heavy oil. Shallow waters could 

be attractive as the 14 blocks are located in an area where 

PEMEX has produced 47 billion boe. We have reserves of 21 

billion barrels and prospective reserves show 15 billion more. 

Companies that win those 14 blocks will initially be focused 

on exploration, and it will take about four years to see first 

production, according to CNH.   

Q: Would PEMEX be interested in buying a field from a 

private company after it has made a promising discovery 

in one of the shallow water blocks? 

A: There are small, agile companies out there that are focused 

on exploration. They are very good at finding hydrocarbons, 

but they then sell the fields and keep exploring. We view the 

whole spectrum of exploration activities and keep an eye on 

the behavior of the market. If someone makes a discovery 

close to our facilities and is not interested in producing, we 

are open to offers. 

| VIEW FROM THE TOP

SHALLOW WATER 
REMAINS CRUCIAL FOR 
MEXICO’S PRODUCTION
GUSTAVO HERNANDEZ 
Director General of PEMEX E&P 
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OIL PRODUCTION KU-MALOOB-ZAAP (thousand b/d)

Ku Maloob Zaap

KU-MALOOP-ZAAP

Discovered in 1979, Ku-Maloop-Zaap is composed 

of the Ayatsil, Bacab, Lum, Ku, Maloob, Tekel, 

Utsil and Zaap fields, and extends over an area 

of 305.7km2. With a total of 229 completed wells, 

of which 185 were producing, Ku-Maloop-Zaap 

is expected to reach an average production of 

860,000b/d during 2015, representing around 

35% of Mexico’s total oil production. At the end 

of 2014, cumulative production had reached 4.5 

billion barrels of crude oil and 2.2 trillion cubic feet 

of natural gas, while proven hydrocarbon reserves 

totaled 3.3 billion barrels of crude oil and 1.4tcf of 

natural gas. According to PEMEX estimates, Ku-

Maloop-Zaap will begin its decline in 2018.

Source: PEMEX
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PEMEX STRIVES TO REDUCE GAS FLARING 

Gas flaring is considered to be one of the most 

significant sources of emissions from oil and gas 

installations. In 2014, gas flaring represented 3.8% of 

PEMEX’s total natural gas production, as compared to 

1.9% in 2013, primarily due to the rapid advancement 

of oil and gas contact at the Ku-Maloob-Zaap 

project, the need for new wells at producing fields, 

and the development of an artificial lift system. 

PEMEX continues to implement programs to reduce 

gas flaring and improve gas extraction efficiency, 

including strategies to optimize the exploitation 

of wells with high associated gas content at the 

Cantarell project.

On June 6, 2012, the General Law on Climate Change 

was published in the Official Gazette of the Federation, 

with the objectives of regulating greenhouse gas 

emissions and reducing the vulnerability of Mexico’s 

infrastructure, population, and ecosystems to the 

adverse effects of climate change. In order to comply 

with the requirements of the General Law on Climate 

Change, PEMEX promotes policies intended to 

reduce greenhouse gas emissions, such as reducing 

gas flaring and fugitive emissions, implementing 

reforestation projects, and substituting liquid fuels for 

natural gas. The oil company also undertakes efforts 

to minimize the vulnerability of its operations to 

climate change.

PEMEX is participating in the World Bank’s Global Gas 

Flaring Reduction Partnership, as part of which the 

company conducted studies to identify opportunities 

for the use of natural gas in the Dos Bocas maritime 

terminal, the Atasta compression station, and the 

separation batteries located in PEMEX E&P’s Northern 

region. 

135

A: These nine blocks contain partly oil and partly gas. 

In terms of oil equivalent, every field could produce 10-

20,000b/d with a few wells. I imagine we will see good 

production levels in 5 years, however. 

Q: Do you see any obstacles for Cantarell to meet its 

production target for this year?  

A: We have seen what we expected from Cantarell. Our 

simulators anticipated what the oil output would be, but the 

field is behaving better than what the simulation indicated. 

We do not have any doubt that our reservoir engineers are 

delivering good work in Cantarell. Its different fields, Akal, 

Nohoch, Chac, Kutz, and Sihil, are positioned at different 

production stages, with Akal being the most advanced. 

It has been producing since June 23, 1979, and is moving 

towards depletion so we are working on a project to 

maximize recovery at Akal by a driving mechanism known as 

double displacement, which consists of injecting gas on the 

gas cap and water on the aquifer. Once implemented, this 

double displacement scheme should allow us to improve 

current production levels in years to come. Furthermore, 

the production rate was affected by two back to back cold 

fronts that hit in early 2015 and the change to summer time. 

We will be working hard to recover that production. 

Q: Tsimin-Xux is a rapidly rising star in PEMEX’s portfolio. 

How would you assess the progress made over the last 

year and what should we expect for the coming years?

A: Tsimin-Xux was only discovered a few years ago. After 

we implemented the infrastructure, we drilled some wells 

and reached a production of 70,000b/d last year. It even 

spiked at 110,000b/d because we completed certain wells 

in advance. This was because PEMEX bet on reducing 

drilling times and entering into the production stage earlier 

than expected. After this worked, we figured we could get 

early production from other wells that were to be finished 

by the end of 2014. Today, Tsimin is producing 80,000b/d 

and Xux can contribute another 60,000b/d. Our initial 

target for 2015 was 120,000b/d but we now believe we 

could reach 140,000b/d by the end of the year.

Q: Even with this increase, will it not be difficult for PEMEX 

to bring its production back to 3 million b/d?  

A: If we add financial muscle to our current projects, we 

can increase activities and raise production. For example, 

Ek, Bolontiku, and Sinan are currently producing at a 

certain level but, with the farm-out, an experienced partner 

with the right technology could double production there. 

The same goes for many of the farm-outs. Furthermore, 

we are planning to increase production at Ayatsil, Holok, 

Campeche Oriente, Perdido, and Chalabil. Lakach can also 

count as it will soon get into stream.  

4Q13 1Q14 2Q14 3Q14 4Q14

3.1% 3.1%

3.9%

4.8%
5.3%

177
225

276
304

180

GAS FLARING (% of natural gas production)

| PROJECT SPOTLIGHT

Source: PEMEX
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| ROUND ONE & SHALLOW WATER FIELDS

Source: CNH
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1. Ku 

2. Maloob 

3. Zaap

4. Bacab

5. Lum

6. Ek

7. Balam

8. Chac

9. Nohoch

10. Takín

11. Akal

12. Sihil

13. Kutz

14. Ixtoc

15. Kambesah

16. Ayatsil

17. Tekel

18. Utsil

19. Pohp

20. Tson

21. Pit

22.  Baksha

23.  Kayab

24. Lem

25. Kach

26. Alak

27. Kastélan
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29. Manik
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A NEW PRIMARY WELL BARRIER TO ELIMINATE 
SURFACE ANNULAR PRESSURE AND INCREASE SAFETY
ISO14310 V0 CERTIFIED
NORSOK COMPLIANT
NO CEMENT REQUIRED

WWW. WELLTEC.COM

THE NEW 
CEMENT 
IS HERE
...AND IT´S NOT CEMENT
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GENERAL INFORMATION

Asset Litoral de Tabasco

Area (km2) 68

Gravity (API) 33

Average depth (m) --

Water depth (m) --

Lithology --

FIELD GEOLOGY CATEGORY RESERVES ORIGINAL VOLUME

oil
(MMb)

gas
(bcf)

condensate
(MMb)

PCE
(MMb)

oil
(MMb)

gas
(bcf)

Miztón Medium
Pliocene

1P 24.7 19.1 0.0 28.5 99.0 76.5

2P 60.6 46.8 0.0 69.8 242.3 187.2

3P 70.9 78.8 0.0 86.4 283.5 219.1

Amoca
Lower 
Medium
Pliocene

1P 24.8 9.5 0.0 27.1 168.7 64.6

2P 30.7 11.7 0.0 33.6 199.6 76.2

3P 43.8 16.7 0.0 47.9 284.4 109.4

Tecoalli Lower
Pliocene

1P 6.1 4.3 0.0 7.2 43.2 30.2

2P 15.4 10.8 0.0 18.1 73.4 51.4

3P 45.4 31.8 0.0 53.3 220.2 154.1

| BLOCK 1

Block 1 of phase two of Round One consists of three 

shallow water fields: Amoca, Miztón, and Tecoalli. These 

are located at the border between Veracruz and Tabasco 

in the Southeast Marine Region, where the water depth 

ranges between 18-33m. Amoca is located approximately 

61km northeast of the Port of Coatzacoalcos, while Tecoalli 

is 5km north of the Dos Bocas terminal. Geologically, these 

fields are in the Isthmus Saline Basin, which is characterized 

by hydrocarbon producing reservoirs with intrusions 

from saline bodies. Miztón is hosted in sedimentary layers 

belonging to the Tertiary Period, and it is a producer of light 

oil with estimated 3P reservoirs of 86.4 million boe. These 

fields have a cumulative surface of 68km2 and are all oil 

producers. The Miztón reservoir is embedded in the Middle 

Pliocene formations and has an API gravity of 33°; Amoca 

is governed by Lower-Middle Pliocene formations and its 

crude’s gravity ranks at 27°API. Finally, Tecoalli belongs to 

the Lower Pliocene and has a gravity level of 29°API. The 

original oil in place for the three fields has been determined 

at 310.8 million barrels of 1P reserves, 515.3 million barrels 

of 2P reserves, and 788.1 million barrels of 3P reserves. The 

technically and economically recoverable 1P reserves stand 

at 55.6 million barrels, 106.7 million for 2P reserves, and 160.1 

million barrels for 3P reserves. For natural gas, the reserves 

estimates are 32.9bcf of 1P reserves, 69.3bcf of 2P reserves, 

and 127.2bcf of 3P reserves.

Source: CNH
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GENERAL INFORMATION

Asset Litoral de Tabasco

Area (km2) 42

Gravity (API) 26

Average depth (m) 2,550

Water depth (m) 28

Lithology Sandstone

FIELD GEOLOGY CATEGORY RESERVES ORIGINAL VOLUME

oil
(MMb)

gas
(bcf)

condensate
(MMb)

PCE
(MMb)

oil
(MMb)

gas
(bcf)

Hokchi Cenozoic

1P 19.5 9.2 0.0 21.3 97.5 46.0

2P 61.0 28.8 0.0 66.7 305.2 143.9

3P 84.9 39.8 0.0 92.7 419.4 197.8

| BLOCK 2

Hokchi is a field with an area amounting to 40km2. 

A natural gas and crude oil producer, the field has 

remaining crude oil reserves estimated at 19.5 million 

barrels of 1P reserves, 61 million barrels of 2P reserves, 

and 84.9 million barrels of 3P reserves. Its natural gas 

reserves are of 9.2bcf of 1P reserves, 28.8bcf of 2P 

reserves, and 39.8bcf of 3P reserves. The hydrocarbon 

reservoirs in this Tertiary formation have an estimated 

crude oil recovery factor of 4.6% for 1P reserves, 14.6% 

for 2P reserves, and 20.2% for 3P reserves, and an 

estimated natural gas recovery factor of 4.7% for 1P 

reserves, 14.5% of 2P reserves, and 20.1% of 3P reserves. 

Hokchi-1 is one of the exploration wells that PEMEX 

drilled in the Southeast Region in 2009.

Representing a wide 

spectrum of foreign and 

Mexican clients, ranging 

from vessel and rig owners 

and operators to banks, 

insurance and reinsurance 

companies, has made 

Pinedo Abogados a multi-

faceted firm with a strong 

focus on the offshore 

industry. Having provided 

legal advice to European, US, and Mexican banks in lending 

transactions related to the sale and financing of oil rigs and 

vessels of different types to Mexican companies, José Walterio 

Pinedo, Founding Partner of Pinedo Abogados, believes his 

firm has a great competitive advantage in Mexico’s post-

Reform offshore ventures. “We have assisted companies in 

securing financing from US investors for the construction of at 

least five rigs that are operating for PEMEX. Similarly, Pinedo 

Abogados has advised Mexican companies when purchasing 

vessels abroad, providing the right legal structure to capture 

optimal financing solution for their endeavors. Having handled 

these types of transactions for several clients in Mexico will 

enable the firm to continue setting the norm and pushing deals 

forward in the offshore oil and gas sector,” Pinedo explains. 

“As representatives of foreign lending banks, we have always 

aimed to understand the obstacles that an institution of this 

nature can face in Mexico. Fortunately, Mexican borrowers 

have performed in accordance with the expectations of the 

lender in the majority of the transactions that we have carried 

out. As a result, the financing process has become easier for 

Mexican companies in general.”

“The first step in creating a financing proposal for a client 

is assessing how experienced it is in the venture it is 

looking to take on. After this has been established, the firm 

reviews the client’s contract with PEMEX in order to carry 

out a risk assessment by identifying the pros and cons of 

the contractual terms and analyzing the potential risks 

that could affect a lender’s decision. Once these factors 

MEXICO MAKING GREAT 
IMPROVEMENTS IN MARITIME LAW

140

José Walterio Pinedo, 
Founding Partner of Pinedo 
Abogados

Source: CNH
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GENERAL INFORMATION

Asset Litoral de Tabasco

Area (km2) 58.8

Gravity (API) 16.5

Average depth (m) 6,040

Water depth (m) 102

Lithology Limestone

FIELD GEOLOGY CATEGORY RESERVES ORIGINAL VOLUME

oil
(MMb)

gas
(bcf)

condensate
(MMb)

PCE
(MMb)

oil
(MMb)

gas
(bcf)

Xulum Cretaceous

1P 0.0 0.0 0.0 0.0 0.0 0.0

2P 17.3 2.1 0.0 17.7 115.4 13.8

3P 95.0 11.4 0.0 97.3 633.4 76.0

| BLOCK 3

Also located off the coast of Tabasco, some 57km 

northeast of Dos Bocas, Xulum is part of the Ayín-

Alux project. This shallow water field covers an area 

of 58.8km2 with an average water depth of 102m. The 

heavy oil contained in this field has an API gravity level 

of 16.5°API. Governed by Middle Cretaceous formations, 

Xulum’s structure presents inverse fault lines that are 

radial to the central saline body. The reservoir is formed 

by light brown to cream colored mudstone-wackestone. 

The reservoir was discovered by the drilling of the Xulum-

101A well, which indicated original oil in place of 633.3 

million barrels and 76bcf of natural gas in place. The field 

has remaining reserves estimated at 17.3 million barrels 

and 2.1bcf of 2P, and 95 million barrels and 11.4bcf of 3P.

are equated, we can structure a financing proposal for our 

client that takes into consideration every possible detail 

so that the company seeking financing can successfully 

capture the lenders’ attention, explained Pinedo. Other 

important factors must also be considered when securing 

a contract that involves offshore vessels or infrastructure 

for PEMEX. Pinedo describes his experience in dealing 

with liability between lenders, borrowers, and PEMEX. 

“There is a recurring question from the contractors and 

lenders regarding the limit of the contractor’s liability 

in case of a casualty. For instance, in the case of a well 

blowout or other accident, the extent of liability has always 

been a grey area that is not well specified by PEMEX in its 

contracts. We hope that the new contracting framework 

will have specific provisions dealing with this important 

aspect.” Paired to this, the firm has been closely involved 

resolving maritime incidents in the Mexican offshore 

oil and gas industry. “In our practice, we have handled 

major casualties in the Gulf of Mexico involving sinking, 

collisions, oil spills, and stranding of oil rigs and vessels. 

We understand liability in Mexico and we are looking 

forward to offering that insight to our clients.” 

As the Energy Reform is being implemented, understanding 

maritime law in the neighboring US Gulf of Mexico becomes 

critical. Pinedo considers that while there are certainly 

differences in the legal systems and maritime law in the US 

and Mexico, the enactment of the Mexican Navigation and 

Maritime Commerce Law in 2006 has placed Mexico in a 

favorable legal position. “By incorporating specific provisions 

dealing with the limitation of liability in offshore incidents, a 

major step towards the uniformity of laws with other maritime 

countries has been achieved. When one looks at the cases 

that have gone to court in recent years to deal with limitation 

of liability, there is a clear indication that Mexico is headed 

towards legal alignment with other maritime countries,” he 

states. Furthermore, he believes the Mexican court system is 

also evolving as it has been dealing with a significant number 

of maritime cases of late, thus consolidating its working 

experience with maritime law issues. 

“Transactions in Mexico will most definitely be more 

complex, but many interesting and exciting opportunities 

will come our way given that we will be working under new 

conditions. I am sure that our experience and knowledge of 

the Mexican legal and business environment will continue to 

be key factors in assembling these new financing schemes. 

We are greatly looking forward to becoming completely 

familiarized with the new legal framework that the Mexican 

oil and gas industry will have to abide by,” he concludes.

141
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| BLOCK 4

GENERAL INFORMATION

Asset Litoral de Tabasco

Area (km2) 58

Gravity (API) 30

Average depth (m) 4,712

Water depth (m) 45

Lithology Limestone

FIELD GEOLOGY CATEGORY RESERVES ORIGINAL VOLUME

oil
(MMb)

gas
(bcf)

condensate
(MMb)

PCE
(MMb)

oil
(MMb)

gas
(bcf)

Pokoch Upper
Jurassic

1P 24.1 34.1 0.3 30.2 80.2 114.3

2P 36.7 52.0 0.4 46.1 122.3 174.4

3P 36.7 52.0 0.4 46.1 122.3 174.4

Ichalkil Jurassic

1P 8.3 14.5 0.1 11.2 37.8 79.2

2P 18.4 31.8 0.2 24.8 83.2 174.3

3P 41.9 87.8 0.5 59.6 191.1 400.2

Ichalkil Cretaceous

1P 0.0 0.0 0.0 0.0 43.2 30.2

2P 13.0 8.1 0.0 14.6 64.8 40.4

3P 75.5 47.1 0.3 85.0 380.0 236.9

These two fields are characterized by their light oil availability. 

Ichalkil is located approximately 76km northwest of Ciudad 

del Carmen. The reservoir consists of naturally fractured 

carbonated rock from the Cretaceous period. The most 

important hydrocarbon source rock in this field belongs to 

a Upper Jurassic Tithonian formation. Ichalkil has light oil of 

33°API in the Jurassic formation and 44°API in the Cretaceous 

formation. This field’s remaining reserves in the Jurassic 

formation are estimated at 8.3 million barrels of 1P reserves, 

18.4 million barrels of 2P reserves, and 41.9 million barrels of 

3P reserves. Natural gas estimates for the same formation are 

at 14.5mcf, 31.8bcf, and 87.8bcf. This Cretaceous formation has 

remaining oil reserves of 13 million barrels of 2P reserves and 

75.5 million barrels of 3P reserves, while natural gas reserves 

are 8.1bcf of 2P reserves and 47.1bcf of 3P reserves. 

Pokoch-1 is one of the exploratory wells that were drilled 

in the Southwest Offshore Region in 2004. Pokoch 

lies within oolitic banks, where new oil reservoirs were 

discovered. The crude in the Upper Jurassic formation 

has gravity levels averaging at 30°API. The original oil in 

place at this field was estimated at 80.2 million barrels 

and 114.3bcf of 1P, 122.3 million barrels, and 174.4bcf of 2P 

and 3P. The remaining reserves are 24.1 million barrels and 

34.1bcf of 1P reserves and 36.7 million barrels and 52bcf 

of 2P and 3P reserves.

Source: CNH
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Over the last year, there has been an increasing demand for 

specialized vessels, which stems from the way the Energy 

Reform has boosted the shipping industry. However, CHM 

Maritime has not been directly impacted by this trend yet 

as the company operates in a different market niche. Ana 

Chávez, Director General of CHM Maritime, explains the 

company’s services focus on functional transportation, 

and the requirements for the types of vessels used for 

this purpose have not changed for the last five years. 

“We do not need to bring specialized vessels into Mexico 

since the requirements from our customers continue to 

be the same,” she shares. Most of the projects CHM has 

been involved in were through PEMEX. However, due to 

the current market conditions, PEMEX has postponed or 

delayed many of these projects. This led CHM to seek other 

opportunities, including the installation of platforms in the 

Bay of Campeche that were completed with Heerema. 

“This is the most relevant project that we had throughout 

2014. However, we anticipate new projects coming out as 

CHM Maritime is offering newer vessels, which are less than 

fifteen years old and in optimal condition,” Chávez tells. 

The company’s services are designed to help overcome 

operational and technical challenges, offering added value 

to clients during the development of their operations. In 

terms of cost reduction, CHM Maritime does not follow 

discount-based strategies. On the contrary, in this time 

of uncertainty, this supplier aims to maintain its current 

cost structure. Otherwise, the recovery would be much 

more complicated. Instead, CHM Maritime is adding value 

by providing better services during the operation and 

development of its activities.

CHM Maritime’s fleet is constantly undergoing renovation, 

as the age of the company’s fleet is a key element in 

its competitive advantage. Chávez comments that the 

company plans to add two more barge-type vessels this 

year, which will be registered in Mexico. Likewise, CHM 

Maritime expects to add at least one more tugboat to its 

fleet, as these are in high demand. In fact, Chávez sees 

tugboats as a great area of opportunity for the company. 

“The vessels CHM Maritime offers are mainly used to 

transport platform infrastructure. Since we deal with heavy 

structures, it is easier to handle them with a single large 

tugboat instead of using many small tugboats,” details 

Chávez, adding that these types of vessels are ideal for 

the spot market. Each year, CHM Maritime seeks to register 

its vessels in Mexico, as one of its prime motivations 

is to increase the size of the Mexican fleet. In order to 

continue its quest for growth, CHM Maritime is focusing on 

expanding its services through a client-oriented approach, 

not only in Mexico but also in the rest of Latin America. 

According to Chávez, this expansion will drive CHM 

Maritime’s strategy for 2015 and 2016. It should allow the 

company to expand its offering in Mexico while reducing 

the company’s dependency on PEMEX. At the same time, 

CHM Maritime will seek to open its doors to clients in 

countries such as Venezuela, Colombia, and Brazil, among 

others. While CHM Maritime started as a Mexican company 

three years ago, the company has added the experience 

from Cashman Equipment, which is its affiliate in the US. 

Cashman has been offering world-class services for many 

years, so expanding its market beyond Mexican borders 

is not a problem for CHM Maritime. “Even though we are 

focusing on growing in the Latin American region, we are 

still paying close attention to local projects in Mexico. 

CHM Maritime is waiting for the outcomes of the bidding 

processes of Round One while we are seeking ways to push 

further into the Latin American market,” asserts Chávez. 

In Chávez’s view, the service market in Mexico needs to 

continue growing, a situation that provides plenty of 

opportunities for CHM Maritime. Last year, the company 

opened an office in Tampico for that very purpose, and 

CHM Maritime already has a fleet operating in the area. In 

fact, the platform installation project that CHM Maritime 

worked on with Heerema took place between the ports 

of Altamira and Tampico. Now, in terms of new niches in 

Mexico, CHM will focus on alternative markets, such as 

private companies providing services to the government. 

“We are trying to participate in the extension of the ports 

of Veracruz and Salina Cruz. We are also offering our 

services in Venezuela by sending barges and tugboats for 

the transportation of rigs in that country. Therefore, our 

drivers will remain intact for the moment as we build to 

continue improving our operations,” Chávez concludes.  

LATIN AMERICA IS NEW FRONTIER 
FOR MEXICAN VESSEL COMPANY 

“Even though we are focusing on 

growing in the Latin American 

region, we are still paying close 

attention to local projects in 

Mexico CHM Maritime is waiting 

for the outcomes of the bidding 

processes of Round One while we 

are seeking ways to push further 

into the Latin American market”
Ana Chávez, Director General of CHM Maritime
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Francisco Ruiz Galván, Director General of ASISPET, used 

to be PEMEX’s Head of Maintenance and Production for the 

marine region near Ciudad Del Carmen. This experience 

made him highly sought after by foreign firms, seeking 

either to recruit him or to solicit his advice. After using this 

as a ramp to work in the American oil and gas industry for 

15 years, Ruiz Galván was again contacted by PEMEX in 

2003 when it asked him to carry out certain equipment 

inspections. This led the former executive to enter a new 

chapter of his career: technical consultancy. After hiring 

a small team which included a petroleum engineer and 

an industrial safety engineer, he began offering operative 

audits. “We analyzed how and why equipment was 

operating in a certain way and we found many areas of 

opportunity where we could help PEMEX,” he comments. 

A year after the team started operations, it faced so many 

requests that its three-man roster could no longer cope. The 

company swiftly grew to seven engineers, all former PEMEX 

employees, and ASISPET as it is known now was founded. 

Today, ASISPET has almost 500 engineers offering different 

services to PEMEX, including a pressured container 

verification unit, a mechanical integrity team, a reliability 

team, while the seven original engineers now lead the 

service areas. “Our team has specialists for compression, 

measurements, wells, industrial safety, and maintenance. 

We are all partners with the same level of participation and 

everyone is as important as the next person,” says Ruiz 

Galván. For its founder, the fact that ASISPET is composed 

of former PEMEX employees places it above other technical 

consultancies. This enables its members to far more easily 

understand the language and the needs of the NOC. “We 

always comply with the quality standards and requirements 

of PEMEX and our other clients. If there is a situation where 

we cannot offer the best solution, then we can lean on our 

different alliances,” explains Ruiz Galván. 

Rather than offering specific maintenance and repair 

services, the firm focuses more on engineering, equipment, 

construction, and installation supervision. According 

to Ruiz Galván, these collaborations always begin with 

conceptual engineering before moving into more detailed 

engineering. Rather than being limited by the duration of 

the maintenance contracts, this method allows ASISPET to 

be involved in a project from its conception and learn about 

different requirements first-hand. This means ASISPET can 

supervise the entire construction process and select the 

proper equipment to ensure a successful project. Ruiz 

Galván also points out that by detecting problems in the 

early stages of a project, ASISPET can reduce overall 

costs considerably for its clients. Furthermore, due to its 

specialized nature, the company has not been severely 

affected by PEMEX’s budget cut, unlike other suppliers. 

“There have been some cancellations, but our most 

important projects have carried on, including the Ayatsil-

Tekel project. The important thing is that we have not had 

to let go any member of our staff,” says Ruiz Galván. In 

fact, ASISPET has continued to grow in numbers to meet 

the needs of its new construction, installations, and field 

development projects.

Ruiz Galván runs his company according to a simple motto: 

“renew yourself or die”. With this in mind, the company 

constantly pursues certifications to keep up with market 

requirements. For instance, the company’s container 

verification unit is used to analyze the integrity of tanks 

and ducts. In addition to having an alliance with Amerapex, 

the leading company in non-destructive inspections for 

such equipment, ASISPET has the credentials to determine 

if a container verification unit is fit to operate in any 

condition. This is but one example of why alliances are so 

important to ASISPET’s strategy. In fact, Ruiz Galván tells 

that his firm has an alliance with Kavin, an Indian company 

that develops engineering solutions around the world. “We 

work alongside Kavin in creating new basic engineering for 

FPSOs. Similarly, we work with Alliance Marine on solutions 

related to vessels and human capital.” ASISPET develops 

these partnerships with Mexican and foreign companies in 

order to innovate and keep up with the current trends in 

technical support and consultancy services.

Ruiz Galván explains that the Energy Reform is forcing every 

consulting company to increase its competitiveness in the 

market. “We will have to promote ourselves and form new 

alliances with the foreign companies that are going to arrive 

ENGINEERING SERVICES WITH 
THE PEMEX QUALITY STAMP

“Collaborating with PEMEX is very important to the seven 

founding members of ASISPET, as this allows us to give 

something back to the company that trained us”

Francisco Ruiz Galván, Director General of ASISPET
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GENERAL INFORMATION

Asset Litoral de Tabasco

Area (km2) 54.1

Gravity (API) 42

Average depth (m) 5,000

Water depth (m) 32

Lithology Limestone

FIELD GEOLOGY CATEGORY RESERVES ORIGINAL VOLUME

oil
(MMb)

gas
(bcf)

condensate
(MMb)

PCE
(MMb)

oil
(MMb)

gas
(bcf)

Nak Medium
Cretaceous

1P 3.3 13.0 0.0 5.9 12.1 49.5

2P 21.2 83.8 0.0 37.7 78.0 318.8

3P 37.8 149.2 0.0 67.2 138.7 566.8

Misón Upper
Jurassic

1P 10.2 8.6 0.0 11.9 41.8 35.4

2P 22.4 18.9 0.0 26.1 90.9 77.1

3P 30.8 26.0 0.0 35.9 126.0 106.8

| BLOCK 5

Nak is located off the coast of Campeche, approximately 

73km from Ciudad del Carmen. The exploration phase aimed 

at evaluating hydrocarbons reserves in the Cretaceous and 

Upper Jurassic formations. A total of 6,100m were drilled in 

a water depth of 31.6m, resulting in the discovery of volatile 

oil and natural gas in the Middle Cretaceous structures. The 

reservoir is composed of dolomite rocks with mudstone to 

wackestone interspacing of planktonic foraminifers. Original 

oil and gas in place was estimated at 138.7 million barrels 

of oil and 566.8bcf of natural gas. The prospective 1P, 2P, 

and 3P reserves are 3.3 million, 21.2 million, and 37.8 million 

barrels respectively for oil, and 13bcf, 83.8bcf, and 149.2bcf 

respectively for natural gas. 

The second field in this block is Misón, which is governed 

by Upper Jurassic formations. The exploration operations 

indicated the availability of volatile oil of 43°API. The original 

oil and gas in place in this field was 126 million barrels of oil 

and 106.8bcf of natural gas. As for the remaining reserves, 

these are of 10.2 million, 22.4 million, and 30.8 million barrels 

of 1P, 2P, and 3P reserves respectively in the case of crude, 

and 8.6bcf, 18.9bcf, and 26bcf of natural gas. 

in Mexico, and we will work to offer them the best quality 

in our services.” In order to prepare for fierce competition, 

ASISPET is currently developing an upstream team of 15 

engineers, which are being trained in the software and 

business practices being used by potential new entrants. 

“Because we want to continue growing, we try to stay 

connected with all the new developments of the industry, 

which entails improving our human capital,” says Ruiz Galván. 

However, training its staff in the precise processes that 

are becoming commonplace in the industry has backfired 

somewhat for ASISPET as it has lost a number of people 

to other companies. Ruiz Galván explains that when his 

company finishes a project, some staff may have become 

experts in areas that will not be needed for future contracts. 

This means that they can either remain with the company 

and work outside their new field of specialization or leave 

and seek out other opportunities. “This is a continuous 

process and we are sad to lose that investment, but we 

understand that this is how the industry is operating 

nowadays,” states Ruiz Galván.

Now, ASISPET wants to contribute to the implementation 

of the Energy Reform. “It is only natural that we maintain 

a strong commitment with PEMEX, given our background. 

Contributing to the development of the Mexican oil and 

gas industry has always been a priority, even after we left 

PEMEX. This priority has allowed ASISPET to develop 

projects that we could have not done before,” shares Ruiz 

Galván. “Collaborating with PEMEX is very important to 

the seven founding members of ASISPET, as this allows us 

to give something back to the company that trained us.”

Source: CNH
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of. It was created precisely to give way to a broader range 

of operators and to extract a larger amount of oil. We are 

waiting to see the results of the first licensing rounds and 

the new operators that will come in. As more companies 

explore and exploit hydrocarbons, we will have multiple 

clients instead of relying exclusively on just one. 

Q: What vessels are you prioritizing at this moment and 

which services do you think will experience more demand 

in the coming years? 

A: Naviera Integral started off with lower capacity ships, 

conventional ships, and crew boats. These minor vessels 

are used to cover short distances, move between fewer 

platforms, and carry fewer people and lighter loads. 

We started to change our fleet in 1999 as we were 

growing. We were then determined to seek technological 

changes through cooperation with international vessel 

manufacturers, and brought in rapid intervention ships 

Q: How has the shipping industry fared, given the negative 

impact of the drop in oil prices and the positive outlook as 

a result of the Energy Reform? 

A: Growth has been at the core of the Energy Reform since 

its promulgation, but there was no way to anticipate the 

decline in oil prices. The shipping industry is depressed 

because the drop also impacts the price of vessels. The 

crisis caught us while we were building seven vessels. 

Fortunately, we have signed contracts for these vessels and 

our clients need them. While the price of oil remains low, 

Naviera Integral will work on maintaining its stability rather 

than on promoting change. Let us not forget, however, that 

the oil price has always fluctuated in accordance with the 

law of supply and demand. Naviera Integral overcame the 

challenges it faced 28 years ago and we have seen many 

ups and downs in oil prices since then, so we have no 

reason to be particularly worried now. After all, the Energy 

Reform is a decisive change that we must take advantage 

| VIEW FROM THE TOP

TRUSTED VESSEL 
SUPPLIER EXAMINES 
RESTRUCTURED INDUSTRY
JUAN PABLO VEGA
President of Naviera Integral 

INTEGRITY MANAGEMENT FOR SISTEMA UNO
Since setting up shop in Ciudad del Carmen in 1996, 

Penspen’s most significant participation in the Mexican 

market has been in PEMEX’s Sistema Uno project. Made 

up of PEMEX’s 137 pipelines, its offshore platforms, and 

the Dos Bocas maritime terminal, Sistema Uno counts on 

Penspen’s technical support and specialized personnel. As 

part of the DMGP consortium, made up of Grupo Diavaz, 

Mexssub, GreyStar, and Penspen, the latter takes care of 

integrity, risk, and reliability assessment. Specifically, Sistema 

Uno sees Penspen deploy its asset management expertise, 

including personnel that carry out maintenance operations 

in the fields. In so doing, Penspen has its own people working 

alongside PEMEX to plan and implement maintenance 

activities. “Penspen developed its facility integrity 

management system for Sistema Uno. In 2010, Mexico issued 

the first official norm dealing with integrity management 

systems for diminishing impacts on health and safety, the 

environment, and production issues. Therefore, operators 

entering Mexico will have to develop and to comply with 

integrity management systems. Penspen is dedicated to 

the development and implementation of said systems in the 

country,” adds Gustavo Romero, Director General of Penspen. 

Its Sistema Uno experience is perhaps the most important 

element that Romero counts on to truly consolidate Penspen 

in Mexico. He seeks to pass this experience on to private 

operators, such as Petrofac, with whom Penspen has already 

held meetings. Unlike companies that are slimming down 

operations, Penspen is sustaining its Mexican operations 

thanks to the revenue stream from the Sistema Uno project. 

This has also helped Penspen adjust its global prices to Latin 

American levels, making it more cost-competitive. These 

advantages are matched by Penspen’s physical investments 

in the country. “Our Mexico office was created to be self-

sustainable with its own resources and is our largest office in 

the Americas,” states Romero. “Furthermore, we are creating 

alliances with other Mexican companies to cater to aspects 

of the asset lifecycle which we do not cover. Our agreement 

of understanding with Grupo Diavaz is an example of the 

alliances we need to consolidate our presence in the Mexican 

oil and gas market.”
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and fast supply vessels. Today, we are one of the few 

Mexican companies, if not the only Mexican company, 

that has renovated 80% of its fleet. Each type of vessel 

we provide has a specific function. Passenger vessels 

make up the bulk of our fleet, and Naviera Integral is 

transporting the largest amount of passengers to marine 

platforms, between platforms, and to shore in Mexico. 

We move an average of 1,000-1,500 people a day. We 

are also able to move heavy loads with fewer personnel, 

for which we offer fast supply vessels. Finally, we also 

have platform supply vessels, which are used to move 

significantly heavier cargo. The technological demands 

regarding vessels correspond with the type of exploration 

or production projects in question, and will generate a 

demand for different kinds of vessels. Our new vessels 

are currently navigating shallow waters but they can also 

navigate in deepwaters. We have to look at the future 

and think about the outcome of the licensing rounds. If 

operators decide to move to the Perdido area, which is 

further offshore than most of our operations, certain types 

of vessels will be required. In that case, we will have to 

revise our engineering to provide the vessels demanded.

Q: Are you planning to diversify geographically?

A: Our contract with PEMEX specifies that Naviera Integral 

should have presence in all the ports of the country, 

particularly along the eastern coast. Our main operations are 

in Tamaulipas, Veracruz, Tabasco, and Campeche. However, if 

PEMEX asks us to go to Matamoros on a rather short notice, 

we will do so as it is stated in the contract. We are more than 

prepared to fulfill specific requests. The company also has 

agents who take care of our vessels by maintaining them and 

assigning personnel to head to any destination.

Q: How is Naviera Integral engaged with improving safety 

at sea in Mexico? 

A: We actively avoid accidents by constantly training our 

personnel and strictly following regulations. I can put a price 

on a vessel but not on a human life. Naviera Integral’s fleet 

operates according to security norms and codes. In addition, 

we have to follow the International Convention for the Safety 

of Life at Sea as PEMEX demands. Due to our contract with 

PEMEX, we are compelled to participate in rescue operations 

whenever needed, while the General Directorate of Ports and 

the Merchant Navy, by which we are governed, also obliges 

us to safeguard human life at sea. Thus, we are always 

ready to attend accidents. In fact, we participated in the 

recent Abkatun rescue operation. Among our rescue fleet, 

we have fireboats and ships with dispersing valves to stop 

contamination when spills occur, while our passenger vessels 

pick up people who might be in danger in the case of an 

emergency. Besides this, we hold the ISO certification and all 

the national certifications that set the highest standards for 

safety performance in the country.

• Life-raft s for sale or lease
• Lifeboats for sale or lease
• Sale of EPIRB and SART devices
• Sale of mariti me rescuing equipment (life jackets, 

ring buoys, general supply services for lifeboats 
and life-raft s, emergency lights, hydrostati c release 
units, among others

www.duncanycossio.com

C-0112, Mexico Oil & Gas Review (2015)



150

Grupo Vitesse with their specialized new division NRGI 

Broker (Energy Insurance Broker) is a boutique firm 

targeting clients who want a personal advisor, either 

because they are new to the industry or because they 

want to pay close attention to the details in their 

business. The most important thing for NRGI Broker’s 

clients is that the firm has been at the forefront of the 

oil and gas sector for 25 years and is well acquainted 

with PEMEX. Having been active for a third of Mexico’s 

contemporary petroleum history, the firm witnessed the 

booming of the Sound of Campeche, where the largest 

field in the country, Cantarell, is located. “I was there at 

that time securing the EPC1, EPC2, and EPC3 contracts 

that gave rise to the Cantarell project,” shares Graciela 

Álvarez, Chief Executive Officer of NRGI Broker. She says 

a new period has now begun for NRGI Broker, as the firm 

seeks to consolidate itself in the shallow waters niche 

while keeping an eye out for any deepwater opportunities 

that might arise. 

However, the capacity required to cover risks in deepwater 

operations is higher given the kind of incidents that could 

occur. Risks are lower for shallow waters, as operations 

are less complex. Certain international insurers are 

highly specialized in deepwater, a segment that is new 

to Mexico, where they will be able to make their niche. 

In addition, international insurers will find their mark in 

Mexico, according to Álvarez. This is because they have 

already tamed the challenging climactic conditions of the 

North Sea and overcome the socio-political risks of the 

Persian Gulf. 

Another issue is that insurance companies are concerned 

about the accumulation of risks that will result from the 

number of platforms that are estimated to come into the 

same basin and the probability of hurricanes or wind 

storms. Despite these issues, NRGI Broker believes it 

will find working in Mexican deepwaters to be a familiar 

setting. “In Mexico, everything that has to do with the 

sea or subsoil is placed in foreign markets as a way to 

diversify risks, which is what we do through reinsurance. 

That is a normal and standard practice worldwide,” 

Álvarez comments.

For NRGI Broker, the opening of the sector comes at 

a great time as the company has spent years attaining 

knowledge and creating trust from its local customers.  

Their client list is made up of PEMEX contractors as 

well as oil and gas industries around the world through 

reinsurers. Alvarez states, “Our position has enabled the 

group to become a benchmark. We know perfectly how 

Mexico operates; not only from a risk point of view, but 

also in terms of how the Mexican government and the 

regulators are setting the overall pace of this Energy 

Reform.”

 

Álvarez is aware of the expectations surrounding the 

Energy Reform, and of the investment possibilities this 

brings about to oil companies, particularly those involved 

in deepwaters. However, the devaluation of the Mexican 

peso, the drop in the price of oil per barrel in the global 

market, and PEMEX’s budget cuts are affecting the entire 

industry. In fact, many of NRGI Broker’s long-term clients 

are now experiencing liquidity problems. “They had great 

expectations, so they hired senior professionals and 

made large investments to be ready to continue working 

competitively,” tells Álvarez. “The price drop and cuts to 

PEMEX’s budget cannot go unnoticed and the situation 

affects us all tremendously.”

The oil industry is globally regulated and based on 

international safety standards. Insurance and security 

go hand in hand and, according to Álvarez, the entry 

of new players will spark positive changes. “In terms of 

maintenance, I assume PEMEX will do what it has to do 

internally, and will be open to participating with foreign 

players in shallow water operations.” Nevertheless, she 

points out that the global industry is not well aware of 

PEMEX’s internal mechanisms. “It has traditionally been 

a paternalistic company that did provide some coverage 

to its contractors, but nowhere near enough to satisfy 

an insurer,” she adds. However, the Energy Reform will 

force players, including PEMEX, to make proper risk 

management plans. If not, the NOC and IOCs would risk 

being in serious trouble if an accident occurred without 

the proper coverage being in place.

BALANCING SHALLOW WATER AND 
DEEPWATER INSURANCE RISKS 

“We know perfectly how Mexico works, not only from a risk 

point of view, but also in terms of how the Mexican government 

and the regulators are setting the pace of this reform”

Graciela Álvarez, Chief Executive Officer of NRGI Broker
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With Mexico among 

the high-stake markets 

in Swiber Holding 

Limited’s global portfolio, 

demand for integrated 

construction and support 

services from the country’s 

offshore industry has 

resulted in significant 

business opportunities 

for the group. Having 

worked with PEMEX for just over two years, Swiber’s 

long-term commitment to the country is focused on new 

developments in Mexico’s shallow water areas. This global 

engineering, procurement, installation and construction 

services provider offers a wide range of integrated 

offshore construction services, enhanced with marine 

support and engineering capabilities. Its three business 

units are Swiber Offshore Construction, which already 

has its subsidiary Swiber Offshore Mexico, Vallianz, which 

operates in Mexico under the name Vallianz Marine Mexico, 

and PAPE Engineering. Swiber Offshore Mexico has already 

been delivering offshore construction services in shallow 

waters, while Vallianz Marine Mexico is primarily focused 

on bringing in a modern and technologically advanced 

fleet to support marine operations. 

“Swiber Holdings Limited started with a very strong 

engineering component and we have leveraged our 

positioning from an engineering perspective to become 

more effective in our construction approaches,” says Sven 

Feldhaus, President of Swiber Offshore Mexico. “We are able 

to develop unique solutions in-house that are adapted to 

our clients’ specific requirements. This flexibility allows us to 

unleash new ways of looking at projects, which is a critical 

factor in the group’s success worldwide.” Setting up a solid 

project-driven team is a no-brainer for Antonio Villegas, 

President of the Board at Swiber Offshore Mexico, who has 

fostered the company’s project execution adhering to very 

strict standards. Constructing the 77km Línea 5 subsea 

pipeline to connect a shallow water platform in Litoral de 

Tabasco with Dos Bocas stands out as a landmark of Swiber 

Offshore Mexico’s participation in PEMEX’s developments. 

Similarly, laying another 9km pipeline at Sinán in 2014 

required all of the firm’s procurement, construction, and 

installation expertise, proving the company’s capability to 

meet PEMEX’s standards. Not only have these solutions been 

delivered on-time, but the Línea 5 and Sinán projects were 

completed with over four million man-hours free of Lost Time 

Incidents (LTI). Another highlight of Swiber Offshore Mexico’s 

project portfolio is currently underway at Ayatsil-Tekel. “We 

were awarded the engineering, procurement, manufacturing, 

and installation contract for two manifolds at the Ayatsil field. 

We are currently at the engineering phase of this project, 

to be followed by the construction of the PLEMs and then 

their installation,” Feldhaus details. In order to successfully 

complete projects like these, the capacity of the vessels used 

by Swiber Offshore Mexico depends on a combination of 

the size of the pipe and the depth at which it must be laid. 

The firm’s involvement in Mexico had not previously required 

work beyond 100m, but Ayatsil is the first project to do so 

and most likely not the last. “We could be laying pipe down 

to 250m depending on the size of the pipe. Even though 

Ayatsil is the first project for us in Mexico that goes beyond 

this country’s standard project depth, our equipment is fully 

capable of going deeper,” states Feldhaus.

Boasting a large shallow water construction fleet, Swiber 

Holdings Limited focuses its operations on Asia-Pacific, 

the Middle East, and Latin America. With 16 construction 

barges and a fleet of 49 support vessels, the group is well-

equipped to take on a variety of projects in the Gulf of 

Mexico. As of today, five vessels are fully Mexican while 

an additional one is joining Swiber Offshore Mexico’s in-

country assets. “We know that in order to be effective in 

Mexico and show our commitment to the country’s oil and 

gas industry, our vessels must be flagged here. I am sure 

that Swiber’s bet on Mexico is the right way to go because 

within the scope of our business lines, this country is the 

biggest market in the world,” Villegas explains. While the 

group is commonly regarded as a shallow water construction 

and installation expert, one of its subsidiaries, PAPE 

Engineering, has extended its reach by devising technologies 

to cater to deepwater developments. “We want to explore 

certain opportunities in deepwater within three years,” 

Villegas describes.   

Villegas not only expects his company’s services to thrive, 

but he also aspires to play a crucial role in what he deems 

to be “Latin America’s new oil hub.” As PEMEX has been 

awarded most shallow water fields in Round Zero, it will be 

able to continue working together with the strengthened 

national oil company. At the same time, Swiber Offshore 

Mexico foresees business opportunities for its fleet by 

offering its services to the winners of blocks in Round One. 

“We will provide our experience, technology, and modern 

fleet to the reshaped Mexican oil and gas industry. Swiber 

Offshore Mexico is already a leader in shallow waters and 

we are preparing our move into deepwater. By designing 

and starting to build a new vessel with deepwater piping 

capacity, we plan to take our operations to a whole new 

level,” Villegas asserts.

SWIBER SEES MEXICO AS LATIN 
AMERICA’S NEW OIL HUB

Sven Feldhaus, 
President of Swiber 
Offshore Mexico

C-0112, Mexico Oil & Gas Review (2015)



152

We provide multiple consultancy and procurement services 
to the oil, maritime, and port industries.

www.integramarineservices.com
Calle 67 #4 Col. Playa Norte Ciudad del Carmen, Campeche. +52 1 938 112 36 26    +52 1 938 112 32 69

Q: What role do you foresee for Ciudad del Carmen in the 

development of the offshore industry?

A: Ciudad del Carmen is, and will remain, PEMEX’s most 

important operating base for offshore activities. In terms of 

deepwater projects, Ciudad del Carmen might be overlooked 

in favor of Veracruz and Tampico. However, when it comes 

to shallow water projects, Ciudad del Carmen will continue 

to play an important role although there needs to be more 

space to support these new projects. Campeche has been 

growing, and with the proper investment, it might become 

an important port in the medium-term, which means that 

Ciudad del Carmen will continue to be a vital logistics 

and distribution port for the foreseeable future. After all, 

developing a new port with all necessary infrastructure in 

Ciudad del Carmen is not viable. Ciudad del Carmen will still 

be the main location for traditional operations.

Q: Given the recent PEMEX budget cut, what steps are 

you taking to succeed in this operating environment?

A: Thankfully, it has not been necessary to let anyone go, but 

if this situation were to last another three or four months, we 

might have to consider that possibility. At the moment, there 

has been just enough work to maintain our operative base. We 

are trying to maintain a balanced budget by keeping costs at 

a minimum and reducing our revenue margin. There are many 

different forecasts out there but I think the entire year is going 

to be really slow. Hopefully, everything will pick up next year.

Q: How have the changes in PEMEX strategy and structure 

affected IECESA’s operations?

A: Recently, there has been a lot of focus on the drilling of 

new wells. We normally get involved in platform installation 

and focus on maintenance afterwards. We expect an 

increase in exploration activity, so platform installation is 

seen as our best opportunity. We are now trying to contact 

all the companies that are planning to enter the country to 

offer them our services. All these companies are perfectly 

capable of managing their core business but we can help 

them in all surrounding businesses based on our 20 years of 

experience in the industry. PEMEX’s changes have not had 

a major effect on subcontractors like IECESA. However, the 

large companies have had to adapt to the new schemes, 

especially those participating in the licensing rounds 

and tenders. Once they have obtained contracts, we will 

continue to act as suppliers and service providers for these 

projects. Our offshore activities are focused on working 

with six or seven large contractors, while our onshore 

activities focused on maintenance projects are facing 

more competition from smaller companies in this area. This 

competition has been restricted due to the new supplier 

database that PEMEX has created, but there are still a lot 

of participants. Each company has its own strategy, leading 

to fierce price competition. We have spent a lot of time and 

resources trying to compete in this market but we have had 

much more success with private companies. 

| VIEW FROM THE TOP

FIERCER COMPETITION 
DOES NOT DETER LOCAL 
ENGINEERING FIRMS
JUAN CARLOS DEL RÍO GONZÁLEZ
Director General of IECESA
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We provide multiple consultancy and procurement services 
to the oil, maritime, and port industries.

www.integramarineservices.com
Calle 67 #4 Col. Playa Norte Ciudad del Carmen, Campeche. +52 1 938 112 36 26    +52 1 938 112 32 69

we see that some customers demand vessels with certain 

requirements, such as a FIFI (Fire Fighting) 2 rating, but 

these standards are not commonplace and the rates remain 

low. In this scenario, vessels cannot maintain their operating 

costs and therefore cannot compete. 

Q: How is PEMEX’s gradual shift to fields located at 

greater distances from Ciudad del Carmen affecting the 

offshore services companies? 

A: As operations move to locations that are farther from 

Ciudad del Carmen, such as Tuxpan or Tampico, companies 

will not be able to maintain the same operating base. The 

increased distances will impact fuel costs, among other 

factors. Companies will have to find alternative ports in the 

north in order to reduce distances and costs in supplying 

PEMEX’s deepwater activities. It is certain that PEMEX, as 

a productive enterprise of the state, will try to reduce its 

costs by maintaining operating bases in close proximity to 

its activities. I do not see Ciudad del Carmen dropping in 

importance since it will still cater to PEMEX’s traditional 

fields. It may lose some of its allure but Integra will remain 

here while diversifying into other regions. 

Q: What opportunities do you anticipate for offshore 

companies as a result of the Energy Reform? 

A: These business opportunities will benefit the drilling 

companies most. What they gain will depend on the 

resources they invest. Smaller companies that offer services 

to the drilling industry, such as catering, human resources, 

logistics, and technological equipment will also be facing 

new business opportunities. This is especially true for 

technology companies that will find more customers willing 

to pay for innovations. Especially in deepwater, innovative 

technologies will have an impact on the Mexican market. 

However, we cannot ignore the low price of oil. This puts us 

in a very difficult position since companies ask themselves 

if they should invest at all. We will have to overcome this 

obstacle and wait for the market to recover. Currently, I 

believe the best bet to service the drilling market is through 

vessels that focus on processes, such as mud vessels, well 

stimulation vessels, or FPSOs. Regardless of budget cuts 

and low oil prices, these vessels must continue their work 

for oil production to continue at all.

Q: Which opportunity resulted in the creation of Integra 

Consulting and what differentiates your value proposition 

for the maritime sector?

A: Integra Consulting (Integra) offers various services to 

the oil and gas, maritime, and port industries, which are 

destined to strongly benefit from foreign and domestic 

companies venturing into the Mexican market following 

the Energy Reform. Founded in October 2011, Integra has 

developed a diversified portfolio of services for maritime 

shipping, maritime and port advisory, brokerage activities, 

procurement services, and the recruitment and outsourcing 

of staff. Our strategic alliances with other companies in the 

sector have enabled us to provide these services to foreign 

companies. Our clients look to us to handle their legal, 

fiscal, and logistical affairs, while providing operational 

advisory services for ships and drilling equipment. 

Q: What have been the main trends in Ciudad del Carmen’s 

maritime market in the last few years?

A: Ten years ago, the market was buoyant, the total number 

of ships in the area’s fleet stood at around 400, and a 

conventional 54m supply vessel that was not from the latest 

generation could net a daily rent of between US$6,000-

6,300. Since then, the number of ships has remained 

stagnant, fluctuating between 350-400 vessels. Between 

2010 and 2012, due to economic difficulties highlighted by a 

dramatic downturn, many vessels were anchored in port in 

the absence of contracts. The existing contracts only served 

to balance out the operating costs of the vessels and little 

profits were being derived. There were no possibilities for 

companies to compete based on value since there were 

so many vessels available. The only alternative left was 

to reduce costs. Although the market has not entirely 

recovered to where it stood ten years ago, it has recently 

started picking up. Daily rents dropped to around US$4,700 

before climbing back up to US$5,300 in 2014, which shows 

the recovery is not complete. PEMEX’s recent budget cuts 

and the suspension of certain contracts have seen costs and 

rates reduced, which has had a direct impact on shipping 

companies. I believe the recovery of the market now stands 

at around 60%, and the shipping industry will probably 

recover in the first semester of 2016. A problem we still face 

in this sector is the competitiveness of vessels. For example, 

| VIEW FROM THE TOP

CONTINUING RECOVERY 
OF MARITIME SECTOR
RUBÉN BENÍTEZ GASCA
Director General of Integra Consulting
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Many great companies 

begin with a great 

innovation. For Welltec, 

the invention that put 

it on the map was the 

Well Tractor, which the 

company’s founder, Jørgen 

Hallundbæk, developed 

while still studying in 

Denmark. The reason why 

the Well Tractor opened 

the way for Welltec to become a leader in precision robotics 

is its versatility and its ability to save a lot of unnecessary 

spending on equipment. The Well Tractor is an e-line 

deployed, robotic device that overcomes the limitations of 

traditional, gravity dependent operations, and can carry out 

operations throughout the entire length of the wellbore, 

regardless of the deviation and extension. In open-hole, 

the Well Tractor can apply the force required to push large 

toolstrings or pull coiled tubing past helical buckling as well 

as navigate past washouts. This saves a lot of time and money 

as the Well Tractor allows for the elimination of equipment 

used for interventions in oil and gas wells. 

WellTec is rightfully proud of its star technological 

development, which Hallundbæk credits as having helped the 

company become the “leading provider of precision robotics 

for conveyance services and interventions in vertical, horizontal 

and deviated oil and gas wells.” Indeed, the versatility of the 

Well Tractor is mirrored by the range of oil and gas segments 

in which WellTec has worked. Nevertheless, an innovation can 

only go so far, which is why the company branched out into 

mechanical downhole services, clean-out and milling services, 

and well completion products. Now, José Carrillo Osorio, 

General Manager of Welltec Oilfield Services Mexico, is tasked 

with building on this success to cement the company’s 

position in the newly opened Mexican energy sector. However, 

fresh opportunities in Mexico do not isolate Welltec from 

the problems beleaguering the entire industry. “The sudden 

fall in oil prices is a major concern for all the oil companies 

and service providers. The main challenge for operators in 

Mexico will be to keep operating and production costs lower 

than the current price. In mature or non-conventional fields, 

this is a tough objective given the additional investment 

and production costs that the exploitation of these fields 

involves,” says Carrillo Osorio. “Furthermore, the decline in oil 

prices has an obvious negative impact on drilling, completion, 

and workover activities worldwide. SENER announced in 

January that some Round One tenders might be postponed, 

which would also delay the entry of foreign exploration and 

production companies.”

Despite the threat posed by delayed tenders and 

investments, Welltec can count on its ace-in-the-hole to 

keep revenue flowing in. Carrillo Osorio says that Welltec’s 

solutions are getting ready to help PEMEX and other future 

operators to enhance production at offshore fields, largely 

through the Riserless Light Well Intervention (RLWI). 

Traditionally, rigs have been used to perform interventions 

on subsea wells. However, depending on the scope of the 

intervention, these vessels can be expensive and require 

long lead times. This is where Welltec believes that RLWI 

can prove to be a game changer. “A paradigm was broken 

when the decision was taken to run an e-line through open 

water to intervene in a subsea well for the first time. From 

that moment onward, a new intervention approach was 

adopted. Capitalizing on existing, more readily available 

equipment to accomplish interventions, RLWI can be 

accomplished with purpose-built vessels or a vessel of 

opportunity,” assures Carrillo Osorio. A major advantage 

of RLWI is that it can be done without a rig being required, 

which leads to huge cost reductions. Welltec can cater to 

clients’ RLWI needs, either through a heavy intervention 

vessel with a high-pressure riser system or through a semi-

submersible rig with a low-pressure marine rise.

Alongside the RLWI, during the 2014 Mexican Petroleum 

Congress, Welltec presented the Welltec Annular Barrier 

(WAB). Traditional well completion can pose challenges to 

operators including cementing, the formation of micro-annuli, 

and degradation over time. The WAB, a rugged, fully metallic, 

surface-controlled, expandable barrier seeks to provide a 

solution to these issues. “The WAB can be used to prevent 

annular flow between casings or between casing and open 

hole. Inflated into green cement, it prevents the occurrence 

of micro-annuli and is not weakened by thermal or expansion 

stresses over time. This enables longer, extended reach wells 

to be drilled where cementing is a challenge,” explains Carrillo 

Osorio. Furthermore, to fully capitalize on the completion, 

absolute control of the well is required. Welltec’s approach to 

this is discrete compartmentalization of the reservoir section. 

This means the WAB can then be used for zonal isolation 

between the lower completion and the open hole, allowing 

for the compartmentalization of the reservoir. This gives the 

operator full control of the reservoir, mitigating reservoir 

uncertainties and providing maximum purpose and value 

of the well. The reaction to the WAB has been positive for 

Welltec. Several producing assets in Mexico are facing serious 

issues with undesired water production, gas migration, and 

other problems related with poor zonal isolation, which leads 

to expensive chemical treatments. Carrillo Osorio states that 

they have shown interest in WAB as a way to mitigate these 

problems by implementing a reliable zonal isolation device.

CONTINUED TECHNOLOGICAL 
INNOVATION FOR WELLS

José Carrillo Osorio, General 
Manager of Welltec Oilfield 
Services Mexico
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our market share and become a preferred partner and 

solutions provider for PEMEX and other players as well.

In order to actively embrace the post-Reform landscape, 

GE is also striking a balance between organic growth and 

capturing highly experienced talent within the oil and gas 

business. There is no way around this because companies 

have been losing their experienced personnel to brain drain. 

PEMEX, which also faces this situation, has even announced 

the need to bring certain retired personnel back. 

Q: Which features of GE’s value proposition give it a 

competitive edge when contracting with PEMEX?

A: PEMEX is very stringent about the prequalification 

phase, setting limits to the number of companies that 

can provide equipment and services. Today, 80% of 

the wellhead and surface equipment installed in the 

southeastern region of Mexico were provided by GE. Once 

a supplier is providing the equipment, the most natural 

activity to follow is to provide the service as well, which 

was one of our main goals given the magnitude of that 

contract. The possibility of providing maintenance or 

remanufacturing equipment that has been operating 

for some time represents a fantastic option for PEMEX, 

particularly considering the recent drop in oil prices and 

the need to maximize efficiency and lower costs. We are 

looking forward to assisting PEMEX in all these processes. 

One noticeable thing, though, is that the contract we signed 

in 2014 to provide wellhead equipment and Christmas trees 

at Ayatsil focused on that field’s specific needs. The tender 

was neither generic nor open, which proved that PEMEX’s 

procurement arm is seeking suppliers that can be flexible 

and provide the right tools and services in a timely manner.  

Q: What is the basis of the technology collaboration 

agreement that you recently signed with IMP?

A: IMP has always been a respected research institution. 

One of the consequences of the Energy Reform is that it 

will now have a broader scope. IMP will no longer carry out 

research programs for PEMEX only but will do so for the 

entire energy sector in Mexico. The alliance with GE will 

allow IMP to put more minds to work, while it leads the 

projects and GE supporting and collaborating with it. 

Q: How has GE Oil & Gas (GE) improved its product 

portfolio in Mexico since the acquisition of Vetco Gray 

and Wood Group?

A: The main positive aspect of these acquisitions has been 

expanding our portfolio to a large array of high-quality 

wellheads and associated equipment. We are now in the 

process of optimizing our portfolio to the products that 

best fit the Mexican wells in order to help PEMEX and 

other operators maximize the processes, maintenance, 

and efficiency of their operations.

Q: What role does Mexico play in GE’s oil and gas 

operations in Latin America?

A: Because of all the changes that have taken place in Mexico 

of late, most oil and gas companies have been affected by 

PEMEX’s process of readjustment and budget optimization. 

Therefore, our revenue in the country diminished at the end 

of 2013 and during 2014. Today, Venezuela is the country 

that provides the largest revenue for our company in the 

region, around 30% more than Mexico. One of my objectives 

is to narrow that gap. We expect our Mexican business to 

ramp up in the following years, when the activities enabled 

by the Energy Reform fully take shape. After all, a constant 

we have noticed in most of the forums and conversations 

GE has participated in is the need to be prepared for a 

significant increase in business. However, despite having 

two manufacturing plants and our GE IQ center with 

an extensive team of engineers in Mexico, our workflow 

mostly comes from projects outside of the country, such 

as those in the Middle East. To remedy this, we are actively 

pursuing the creation of alliances as this is a very good 

time for collaboration between companies. Companies 

are in this business for the profits but the way to achieve 

such profits needs to be shifted. I want to highlight the 

need to collaborate with each other in order to provide the 

solutions needed in each oilfield. GE is therefore looking 

for partnerships where each player contributes with its 

own specific strengths. This also extends to how GE is 

consolidating its presence within the oil and gas sector, for 

which GE has different business lines. One initial step is to 

create synergies among GE’s different business divisions 

so that the company can participate as a single entity. 

We will leverage those synergies in order to maximize 

| VIEW FROM THE TOP

SYNERGIES ARE CRUCIAL 
IN THE POST-REFORM OIL 
AND GAS INDUSTRY 
CÉSAR VERA MÉNDEZ
Region Manager of GE Oil & Gas & Surface PC Latin America
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country. Since our technology and services are among the 

best in the world, we are able to successfully compete with 

local peers. We have seen that Mexico’s industries, such as 

oil and gas, automotive, aerospace, and mining, are getting 

stronger and could all greatly benefit from ABB’s solutions.

Q: How will the recent package of reforms influence the 

strategic priorities of ABB in Mexico?

A: The recent events in the oil and gas sector, like the drop 

of the oil prices, are impacting the investment budget 

for projects. We are participating with PEMEX in several 

important projects, and at the same time we are now putting 

a lot of focus on the results of Round One. We know that 

many companies are buying the geological data and that they 

are preparing themselves to aggressively enter the bidding 

process. Similarly, we are positioning ourselves to pursue all 

opportunities arising from the Energy Reform, and this Mexico 

moment could also be the moment for ABB, because no other 

company can match our expertise and leadership in integrated 

power and automation solutions for the energy sector. In fact, 

it is very motivating to see all the large oil corporations of the 

world showing interest in coming to Mexico. 

Q: What was the contribution of Mexico to ABB’s results, and 

how relevant is the country becoming in ABB’s operations?

A: North and Latin American countries are seeing a swift 

growth of their industries so we want to make sure that 

ABB is there to contribute to that growth. In Mexico we 

see an enormous potential for growth due to the strategies 

the government has implemented. The Energy Reform is 

likely to double the contributions of the oil industry to the 

country’s GDP in the coming years. We are about to see a 

serious expansion of Mexico’s energy sector and ABB is keen 

to participate in its development. Last year,  we managed to 

increase our participation and saw a good number of large 

projects and investments return, especially in the infrastructure 

segment. This was rewarding taking into consideration how 

rough 2012 and 2013 were for the company. On the products 

side, we have seen a good penetration for our low and 

medium-voltage solutions as well as with our discrete motion 

products. These projects have greatly contributed to the 

success of our Q1 results for 2015 in Mexico, which marked a 

60% year-on-year growth in the country.

Q: How will ABB meet the financial and operational goals 

that it has set for itself by 2020?

A: ABB is a relatively young company, having only been formed 

in 1988. Nonetheless, it has vast experience since it was created 

after the merger of two organizations with a very old legacy, 

ASEA of Sweden and Brown, Boveri & Cie of Switzerland. Both 

companies started operating in the late 1800s at the dawn of 

the electric power industry. ABB is now a US$40 billion global 

company that has been able to consistently follow its growth 

plan. We now have over 140,000 employees and we are 

active in more than a 100 countries. The actions of our parent 

companies also mean we have had a presence in Mexico for 

75 years. In 2014, ABB put a lot of effort in developing a new 

strategy that contemplates three major aspects: profitable 

growth, relentless execution, and business collaboration. More 

detailed strategies have been defined in each area in order 

to set a clear path to our objectives. In the case of profitable 

growth, ABB has acquired several large companies in the last 

couple of years, such as Baldor, Thomas & Betts, and Power 

One. The integration of these companies has set the base to 

achieve the growth we are looking for. Our main priority right 

now will be to investigate the ways in which we can maximize 

the benefits of these acquisitions. The company plans to grow 

ahead of the market by driving its PIE (penetration, innovation, 

and expansion) initiatives on penetration of existing and 

expansion into additional high-growth market segments. We 

are now mapping all the market segments we attend around 

the world in order to comprehend exactly where ABB stands 

and to identify areas of opportunity. The results of these 

studies are truly amazing, as we can see which ABB products 

are not performing or hold only a small market share. We have 

also fully realized ABB’s tremendous growth potential and we 

are working to act on it.

Q: Now that you have identified these limitations, how will 

the company exploit its latent capacity?

A: Growth for us means expanding and improving every 

single segment that we serve. With regards to Mexico, we 

have long worked with CFE and PEMEX. Our background 

has provided ABB with a leadership position in the oil and 

gas, power, and automotive industries, but our current 

strategy is more aggressive and we now want to reach 

our full potential in all the main industrial sectors of the 
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customers want to be sure that they are investing in the latest 

technologies. Another key aspect is the ease of operation. Our 

customers already have big challenges to overcome, so they 

want the products they buy to simplify their operations, not 

complicate them. Likewise, the lifecycle cost of the product is 

also a determining factor to win a tender. If customers conduct 

a lifecycle cost analysis, they quickly realize that ABB provides 

the most effective option among the different alternatives. 

Besides, our commitment to strict on-time deliveries and to 

share the risk is what helps us be the most attractive solution 

provider. EPC contractors generally want to reduce a project’s 

initial costs and delivery times. For these clients, we propose 

solution packages that will minimize interfaces and reduce 

risks. The combination of lower costs and diminished risks is 

key when negotiating with EPC companies.

Q: Which are the most successful technologies that ABB 

has introduced to the oil and gas market in recent years? 

A: ABB is known as one of the leading power distribution 

suppliers in the world. The challenges the oil and gas 

industry faces in terms of energy transmission should only 

be managed by skilled and experienced providers. For the 

oil industry, we are selling an offshore power distribution 

solution that transmits electricity from land to marine 

facilities. It is based on voltage source converter technology, 

which has the capacity to transmit power underground 

and underwater over long distances. This solution greatly 

contributes to environmental practices since it enables the 

use of invisible power lines, neutral electromagnetic fields, 

and compact converter stations. On the automation side, 

ABB has a complete line of service products, such as remote 

system diagnosis, which can be used in offshore facilities. 

These technologies can help make maintenance operations 

more efficient. We want to launch this product line in Mexico 

because the market is changing and our main customer is 

going to face competition, so it needs to take advantage of 

technology in order to become more efficient and productive. 

PEMEX is already shifting to a value-driven company. There 

have been recent instances in which cost was not the main 

driver in its purchasing decisions, since PEMEX is taking 

advantage of the new regulations to base its procurement 

on value instead. This provides ABB the opportunity to offer 

added value through technologies and services.

Q: Which are the projects that best illustrate the 

capabilities of ABB in the oil and gas industry?

A: Over the years, we have grown our process automation 

division to become the leaders in electrical systems 

integration. We have a wide variety of products to satisfy 

the needs for electrical solutions in offshore production 

platforms. The current jewel of this division is the platform 

that ABB built as part of a consortium with a local platform 

manufacturer,which was delivered to PEMEX in 2007. 

For this project worth US$150 million, ABB had full EPC 

responsibility for the process modules, automation, and 

electrification of the platform. Since then, we have been 

able to replicate similar deliveries for PEMEX, allowing us 

to become the key supplier for these types of solutions.

Q: How is ABB able to differentiate itself from its strongest 

competitors in the market? 

A: There are a great number of players in our segment and 

most have an international reputation. Nonetheless, what sets 

ABB apart is its proven experience and the high-level projects 

in which it has been involved in Mexico. Our competitors’ 

approach is focused on specific requirements expressed by 

the customer, while ABB’s focus goes beyond that and offers 

additional value by providing integral solutions based on 

our strengths in the project management, automation, and 

power industry. Our comprehensive portfolio of solutions is 

helping worldwide oilfield operators to optimize their energy 

consumption while increasing the reliability of their systems. 

CFE and PEMEX, two of the largest companies in the country, 

have seen how our portfolio of products and expertise can 

solve any electrical challenge they might face. Another 

important benefit of contracting with ABB is that we can tap 

up our international resources for a specific challenge. The 

Nuevo PEMEX project brought together technologies from 

Australia, Germany, Sweden, and the US, meaning that we 

can use every single development ABB has made around the 

world to tackle any challenge.  

Q: What successful strategies has ABB implemented in 

order to secure these types of projects? 

A: Many different aspects are very important when 

participating in a tender for a large oil and gas project. 

First of all, we need to offer state-of-the-art products, since 
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An industry leader for nearly 95 years, Cameron engineers, 

designs, and manufactures value-driven solutions for the 

global oil and gas industry. Opening its first manufacturing 

facility in Mexico more than 50 years ago, Cameron has 

continued to add service centers and manufacturing 

capabilities to meet the growing demands of Mexico’s oil 

and gas production needs. “For instance,” states Ernesto 

Marcos, Corporate Director of Cameron de México, “fields in 

Mexico are reaching a mature stage and local operators are 

looking to import expertise from other parts of the world on 

extended oil recovery (EOR). New perspectives of looking 

at field management will optimize the development of 

mature fields, and the use of state-of-the-art technologies 

will enable operators to adjust their recovery factors.”

From measuring at custody transfer points to more robust 

topside processing for mature and new fields, in today’s 

market, greater accountability is needed. Marcos explains 

that “Cameron’s measurement solutions deliver true 

added value to our clients in the upstream, midstream, and 

downstream segments. If you think about it, measurement 

stations are everywhere: export terminals, custody transfer 

for pipeline segments, and entering and exiting refineries. 

This leads to a wide variety of measurement points 

throughout the value chain. Furthermore an increase in the 

number of players is making higher levels of accountability 

essential to better understand the parameters and volumes 

at custody transfer points.”

Mature fields, both onshore and offshore, will require 

dehydration and desalting technology as well as produced 

water treatment. New fields will produce heavier and sourer 

oil with higher H2S content and a greater variety of crudes. 

Both of these instances will demand more robust topside 

processing equipment and increase the size and complexity 

of projects, allowing Cameron to support our customers 

by offering efficient and valued technology solutions to 

meet their challenges. This industry is transforming from 

a single-client sector to serve an array of private clients 

which changes the private capital decision-making process 

and creates a greater focus on value-driven propositions 

and ROI. Marcos comments that “with this new open 

market, Mexico is likely to attract interest from all types 

of operators due to the variety of plays throughout the 

country. We may see that the industry is influenced to 

generate more efficient purchasing processes and to focus 

on life-of-field optimization as private capital is needed 

to back these investment decisions. Additionally, with the 

recent drop in oil prices, this trend towards efficiency will 

be even more evident because companies will focus on 

doing more with less.”

Through continued customer collaboration, Cameron has 

developed comprehensive package offerings that have 

earned it the reputation of being a trusted leader in the 

industry, spanning the drilling, completion, production, 

processing, transportation, refining, and LNG sectors. 

INVENT, COLLABORATE, LEAD

DISCOVER CAMERON

1

2

3

4

5
6

7

8

9

Take a closer look at Cameron. And prepare to look far and wide. That’s because Cameron is there 
in more ways than one. We maintain our global presence to support you in the fi eld. Our breadth of 
product covers the full spectrum – from individual components, to systems, to complete packaged 
solutions designed to meet customer-specifi c needs – all while delivering proven reliability and optimum 
value. Together with comprehensive aftermarket support, we’re there for the life of your asset. For the 

solid, industry-leading solutions partner you seek, look no further. Discover Cameron. www.c-a-m.com

Upstream to Downstream, 
Onshore to Offshore, We’re There.™

AD01788CAM

Take a closer look at Cameron. And prepare to look far and wide. That’s because Cameron is there 
in more ways than one. We maintain our global presence to support you in the fi eld. Our breadth of 
product covers the full spectrum – from individual components, to systems, to complete packaged 
solutions designed to meet customer-specifi c needs – all while delivering proven reliability and optimum 
value. Together with comprehensive aftermarket support, we’re there for the life of your asset. For the 

solid, industry-leading solutions partner you seek, look no further. Discover Cameron. 

ONSHORE DRILLING

OFFSHORE DRILLING

ONSHORE PRODUCTION

OFFSHORE PRODUCTION

SUBSEA PRODUCTION

TOPSIDES PROCESSING

TRANSMISSION / STORAGE

REFINING / PETROCHEMICAL / LNG

INDUSTRIAL

1

2

3

4

5

6

7

8

9

CAMERON’S MARKET SEGMENTS

C-0112, Mexico Oil & Gas Review (2015)



159

old and require constant stimulation. Stimulation fluids cause 

losses in hydrocarbon production. In these cases, PEMEX 

turns to deferred production, which consists of extracting the 

hydrocarbons, sending them to a second well, and recovering 

them 15-20 years later. Our systems allow recovering the 

hydrocarbons immediately, which means the cost is not 

affected. The third solution concerns gas lift through a 

pneumatic pump system that enables the separation of oil, 

gas, and water, injecting the latter back into the reservoir. 

Nitrogen is not used in the pumping process, so the system 

prevents the spending of resources on this gas and avoids the 

contamination it produces, reducing the effect of its heating 

power. Finally, our system makes it possible to separate crude 

and place it in a duct through backpressure. In general terms, 

Codinamex has developed practical solutions that benefit our 

clients’ operation, thus increasing their revenues. 

Q: How do you expect the Energy Reform to lead to more 

demand for your crude treatment systems?

A: The Energy Reform opens the door to different business 

schemes. We want to create associations with other 

companies. Even though this was possible even before the 

passing of the Energy Reform, nowadays, we can work in a 

way that is more practical for both parties and think about 

win-win business transactions. In addition, the opening of the 

industry will welcome private actors to whom we can also 

offer our services. Finally, Codinamex offers cost reductions in 

a low oil price environment. For this reason, we are convinced 

that our niche market will grow. For example, a dehydration 

and desalination plant with a 10,000b/d capacity occupies 

an area of 1,200m2 with the PEMEX equipment used today. 

However, our systems with the same capacity would only 

use 363m2.. PEMEX’s desalination and dehydration processes 

take around 17 hours, while our desalination system takes ten 

minutes. Additionally, when stimulating a well, we can also 

separate the crude, treat the water, and even take advantage 

of the byproduct gas or injected chemicals for later use. 

The client does not need to hire any additional services 

from another supplier because Codinamex covers the entire 

production cycle. Another advantage is that our plants can 

be operated by two people that do not necessarily have to 

be at the separation and desalination equipment, as they can 

work remotely using computers. 

Q: How did Codinamex become involved in the oil and 

gas industry? 

A: A few years back, we analyzed the sectors we should bet 

on and we decided to opt for the energy and automotive 

industries because of their impact on the Mexican economy. 

As part of our activity in the energy industry, we set our 

eye on PEMEX and began developing crude separation 

systems. One of the main challenges with Mexican crude is 

its high levels of salt and water. These two parameters are 

crucial when selling crude oil because the salt and water 

levels have to be within a set range in order to meet export 

requirements. Otherwise, the commercializing company 

is penalized because the oil has to be treated. Right now, 

light crude oil production is falling in Mexico. Conversely, 

the production of heavy oil with high salinity and water 

content is on the rise. Our interest in this area led us to 

do research and develop systems that could address this 

situation. About three years ago, we developed a unique 

crude treatment system, for which we want to expand our 

market presence at gigantic steps. 

Q: Considering how new and innovative the company’s 

crude treatment system is, how did Codinamex get its 

first contract with PEMEX?

A: A procedure needs to be followed in order to work with 

PEMEX. After our first approach, our product had to undergo 

several technological tests to prove its benefits. In addition 

to eliminating excess humidity and salinity, our desalination 

process reduces time and costs. Since our product can 

reduce the time needed to treat crude, it can also decrease 

the human resources required. Initially, our systems were used 

in fields in the South region, but as the use of our equipment 

becomes widespread, our objective will be to cover other 

geographical areas, in Mexico and abroad. 

Q: What makes Codinamex’s patented systems for 

treating crude unique?

A: Codinamex has four main processes that were all created 

to provide solutions to our clients. Initially, we developed 

a dehydration and desalination procedure that resulted 

in our first patent. We then came up with a second system 

to recover contaminated hydrocarbons, responding to a 

common need in mature fields where wells are several years 
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Technology development 

is directly related to access 

to one particular asset. In 

fact, the importance of 

this one asset becomes 

clearer by the day for the 

entire oil and gas industry 

in these times of price 

volatility: information. 

Some of this information 

pertains to the very 

specific physical characteristics of oil and gas sites, which is 

why state-of-the-art surveying and mapping services play 

such an important role in achieving success in the Mexican 

oil and gas industry. C&C Technologies, an international 

company headquartered in Louisiana that specializes in 

surveying and mapping services, has been one of the most 

important providers of this kind of information in Mexico 

through the work of its offices in important industry hubs 

such as Ciudad del Carmen, Villahermosa and Mexico City. 

José Aguilar, Director General of the company’s Mexico 

subsidiary, remarks upon the indispensable nature of the 

services it provides from the company’s busy Ciudad del 

Carmen office. “For any project to be developed, our 

services are required beforehand. Whether it is exploration, 

construction or platform transportation, our services 

are needed. I cannot even grasp any aspect of marine 

construction in which surveying services are not required; 

it is something practically inherent.” 

Despite the currently uncertain nature of the market for oil 

and gas projects, the growth of C&C Technologies’ offshore 

activities in the Campeche Basin has been significant. As 

Aguilar puts it, “we have been growing a lot in the Ciudad 

del Carmen region. Last year, we used to have four to five 

crews working on different vessels but we are now up to 

anywhere from seven to eight. It would not surprise us to 

be called for additional projects.” Of course, this is not to 

suggest that C&C Technologies has been unaffected by the 

deceleration of the oil and gas sector. Aguilar also admits 

that a lot of this offshore growth is happening thanks to 

activities external to the oil and gas industry: “We are now 

also working closely with the Ministry of Communication 

and Transportation, the Navy, and other entities that exist 

independently from the oil and gas sector. We are also 

working on underwater pipelines for CFE and we are very 

happy to be receiving interest from clients that are not 

only related to the oil and gas industry.” Aguilar feels that 

this diversification is proof of the overall upward curve and 

general vitality of the Mexican economy. “We feel that this 

is a sign of the Mexican economy’s awakening.”

When it comes to offshore surveying work, C&C 

Technologies has invested plenty of resources to become 

the first commercial provider of autonomous underwater 

vehicles (AUV) and Aguilar is quick to underline the 

importance of this technology in the company’s growth 

strategy. “We are putting most of our bets on AUVs 

survey services to the offshore oil and gas industry. C&C 

Technologies continues to advance AUV technology with 

the introduction of the C-Surveyor VI, which incorporates 

an innovative new payload delivering rapid, cost-effective, 

and detailed inspections of pipelines, cables, and other 

subsea infrastructure. In addition to a side scan sonar, 

multibeam echosounder, and sub-bottom profiler, the 

C-Surveyor VI is integrated with a 3-D bathymetric laser, 

a camera photo mosaic system, a hydrocarbon detector, 

and a magnetometer. The C-Surveyor VI captures three-

dimensional “point cloud” renderings at five-millimeter 

resolution of pipelines, subsea infrastructure, and 

surrounding geomorphology. Combined with high-

resolution photo mosaics, this innovative capability is 

used to inspect and document the survey life-cycles of 

pipelines and peripheral seafloor assets,” says Aguilar. 

“AUVs represent some of the most versatile, sophisticated 

and cost-effective offshore technology in the market.” In 

collaboration with its sister company, Autonomous Surface 

Vehicles, Ltd., C&C Technologies provides Autonomous 

Surface Vehicle (ASV) services to address a variety of 

marine applications worldwide. “The C-Worker, an oilfield 

services ASV of the size of a car, will revolutionize unmanned 

oil and gas operations. It has an operating autonomy of 

30 days at an average speed of four knots, houses fully 

redundant power propulsion and communication system, 

and can be operated from my office without a problem. It 

is designed to conduct subsea positioning, surveying and 

environmental monitoring without the need of a ship on 

station or sea-bed anchoring. If companies are looking for 

a DP (dynamic positioning) vessel, this is a great alternative 

in terms of costs, since a DP tends to cost 20 times more 

than a drone,” explains Aguilar.

Through its focus on technological development, C&C 

Technologies has managed to become a market leader in 

the supply of surveying and mapping services in Mexico. 

As Aguilar puts it, “not only is C&C Technologies important 

to Mexico’s future but it is also Mexico that stands out 

within the company’s international technology portfolio. 

We would like to grow our market share and we would 

also like to continue to be able to respond immediately to 

our clients’ requests. We have plenty of new developments 

underway in Mexico, since companies in this country will 

require our exclusive technological solutions.”

TECHNOLOGICAL ADVANCEMENTS 
GROW AUV MARKET POTENTIAL

José Aguilar, Director General of 
C&C Technologies Geomar de 
México
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Therefore, we are highly capable of providing many 

solutions to our clients.

Since the offshore drilling market is currently stagnating, 

our emphasis is on the development and production 

phases of a field’s lifecycle. It is important to understand 

that business is not only based on how many wells are 

going to be drilled, but also on the size of the installed 

base of subsea infrastructure. As the complexity of the 

subsea architecture increases, the need for IMR services 

increases as well. That is where Oceaneering is strong as 

having an asset integrity business complements having an 

ROV and vessel operation business. On top of that, we now 

have AUVs and survey capabilities, resulting in a diverse 

portfolio of solutions that can respond to nearly any need 

our customers may have. 

Q: How does your recent acquisition of C&C Technologies 

fit into your global strategy? 

A: C&C Technologies brings us several complementary 

capabilities, including conventional survey capability, 

deepwater AUV technology, and satellite-based 

positioning services. As one of the largest providers 

of survey services in the world, C&C Technologies is 

also a leader in deepwater AUV technology. These 

elements fit very well into our field life cycle strategy. 

C&C Technologies has an extremely healthy business 

in Mexico with 150 people performing marine and land 

construction survey services as well as geophysical work. 

Our combined experience provides a strong foothold to 

start expanding our services. 

In general terms, we are optimistic about the future of 

the Mexican oil and gas industry. We are currently hard at 

work developing business plans and trying to understand 

the opportunities that lie ahead. The acquisition of C&C 

Technologies is definitely a big move in that direction. It 

brings us closer to this market and gives us a solid basic 

structure in the country. Building on that, we will start 

bringing our services and products into Mexico one by one. 

Most of the opportunities Oceaneering has seen in Mexico 

lie in the upstream segment, but I am convinced we will 

also find some in midstream and downstream operations.

Q: What are the main business opportunities that 

Oceaneering is currently focusing on?  

A: We see many opportunities for Oceaneering in 

two specific areas. In the short-term, we expect the 

Energy Reform to boost development of upstream 

and midstream assets. Doing so will require survey 

positioning services and asset integrity services, both of 

which Oceaneering provides. We have a lengthy track 

record for offshore and land inspections, corrosion 

services, and implementing integrity management 

systems in Europe, the Middle East, and other regions. 

Furthermore, we can leverage the current position of 

C&C Technologies in marine construction and land 

surveys to expand our offering in Mexico. 

As for offshore, we expect that a few years will go by before 

we start seeing concrete deepwater developments. First, 

the targets must be identified and important investment 

decisions must be made. When the wells start being drilled, 

Oceaneering will look at ROV support opportunities. 

Although this may take a while, this is the right moment to 

position ourselves. Finally, even though there are currently 

no significant subsea developments in Mexico, pipeline 

and platform infrastructure continues to be developed, 

which will require inspection and maintenance. There are 

enough business opportunities for us to have a good and 

solid presence in the country.

Q: Which of Oceaneering’s products are best positioned 

to meet future demand in Mexico? 

A: Instead of pointing to something specific, I will focus 

instead on our well-balanced portfolio. We are most known 

for ROVs, which comprise about 30% of Oceaneering’s 

revenues. The ROVs are the main enabler for most of what 

we do and they can be found providing drilling support 

at a rig, or operating for inspection, maintenance, and 

repair (IMR) vessels. Oceaneering is extremely strong in 

drilling support, where our track record for uptime is more 

valuable due to the high cost of operations. 

We sell more than US$1 billion worth of subsea products 

annually, such as connection hardware and umbilicals, 

and also have a fleet of vessels to provide IMR services. 
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Q: Which characteristics of your hoists make them 

particularly safe to use?

A: These hoists have a zero accident track record. Our Yale 

Cable King is a robust wire rope hoist and a particular favorite 

within the oil and gas industry. PEMEX drafts its norms with 

safety in mind as the most important element. We provide 

lifting systems, so the last thing we want is for a suspended 

cargo to fall. From a technical perspective, our instruments 

have backup breaking systems and provide the necessary 

protection to work in hazardous environments, including 

areas prone to explosions. 

Q: Does having collaborated with PEMEX in the drafting 

of norms give you a competitive advantage?

A: Columbus McKinnon was not the only company involved 

in this process since several of our distributors were also 

included. However, the norm document mentions the 

participants, so when PEMEX asks contractors to check 

the norm, they come across our name. As a result, many of 

PEMEX’s contractors have contacted us and we have referred 

them to our distributors. 

Q: How have the current oil price and PEMEX budget cut 

affected your business? 

A: Columbus McKinnon was most affected in 2014, which was 

a particularly bad year in terms of sales focused on the oil and 

gas segment. After a period of progressive growth, our sales 

plummeted abruptly. This year, our sales to PEMEX have been 

getting back on track in spite of the rising US dollar. Helpfully, 

certain projects such as PEMEX’s work in Boca del Rio and the 

Los Ramones pipeline are going well and need our support.  

Q: What role does Columbus McKinnon aspire to play in 

the future of the Mexican oil and gas industry?

A: Columbus McKinnon aims to keep its position as a 

leader in standard cargo lifting products, but we want to 

strengthen our position for specialized lifting products in 

the oil and gas industry. The products I am referring to, 

which are the ones we supply to PEMEX, are explosion 

resistant. The final objective is supplying tools to PEMEX 

for its exploration and production activities. As these are 

set to increase, Columbus McKinnon has created a new 

department dedicated to the oil and gas industry. 

Q: As a leader in lifting systems, how did Columbus 

McKinnon establish its position in Mexico?

A: Throughout its 130-year history, Columbus McKinnon 

has specialized in manual and electric hoists. We have 

a manufacturing plant in the State of Mexico where we 

make specialized equipment for our brands Chester 

and Yale according to the PEMEX norms. Because of 

its experience and history in manufacturing hoists, 

Columbus McKinnon was invited to participate in 

the drafting of the norm NMR-183 PEMEX 2014 for 

cranes and hoists based on international standards, 

as requested by PEMEX. In 2001, Columbus McKinnon 

completed the full acquisition of Endor, a Mexican family 

business founded in 1967 with its own brand of hoists of 

which Columbus McKinnon already obtained half of the 

shares at an earlier stage with the intention of taking 

the brand global. The company subsequently began 

introducing new brands and creating new products for 

the Mexican market, including the Lodestar brand, Yale 

Global King chain hoists, and the CM622 manual hoists. 

The aforementioned are our most sold products across 

all the markets we cover.  

Q: How important is the oil and gas sector for Columbus 

McKinnon, and how is this affecting your strategic 

decisions?

A: The Global King assembly line was brought to Mexico 

to specifically address the needs of the changing oil and 

gas industry. The reason behind bringing this line from 

the US was that delivery times reached about eight 

weeks and we had to pay for the importation costs. Due 

to the demand for this line, we decided to assemble it 

in Mexico. Reduced delivery times are a key advantage 

from having a plant in the country. We are aware that 

tendering processes take a long time but we have seen 

that our equipment is ordered with little time to spare. To 

cater to the rapid needs of the oil and gas industry, we 

ensure delivery times of between three and five working 

days from the manufacturing plant. In addition, we import 

some raw materials from the US but we reduce costs by 

assembling the equipment in our own facility. This was 

the first strategic decision we made in regards to the oil 

and gas sector.
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safety needs, giving us a chance to offer our solutions. We 

evaluate a project for PEMEX, or any engineering company, 

suggest the most viable solution, and ensure that a full 

safety solution is in place when a facility starts operating, 

minimizing the risk of accidents. There are naturally times 

when planning ahead is not enough and a more immediate 

solution is needed. However, planning ahead is crucial. We 

are more than a sales company; we are an adviser that 

ensures the safety of PEMEX and its employees. Alongside 

our solutions, we have a division called the Academy, which 

is responsible for training professionals in the safety area 

and provides training and certification for PEMEX and 

others. Even if clients need really specific training, we can 

provide it in Mexico or send the people to Germany or the 

US. Ultimately, we try to make all our clients self-sufficient 

so they do not have to rely on us for service or maintenance. 

Q: Given all the new players and safety practices coming 

into Mexico, how is Dräger adapting its offering?

A: We will have a greater opportunity to work with PEMEX 

in the safety sector, while several European companies 

that will enter the Mexican market have already designated 

Dräger as their supplier. Chinese platforms are also arriving, 

already equipped with Dräger’s fixed detection systems. 

All these new players are causing higher safety standards 

to become the norm. Before, we could only be focused on 

PEMEX, but we now have to pay attention to all the new 

players arriving to Campeche, Ciudad Del Carmen, and 

Villahermosa. This provides more opportunities for Dräger 

given its advanced technology. With lives on the line, there 

should never be any cuts in quality and technology. Our 

current strategy is to target engineering companies and 

other new arrivals to offer them all our available solutions. 

Q: What are Dräger’s growth expectations in the oil and 

gas industry in the short and medium-term? 

A: Oil and gas is the main sector we work in and we expect 

to grow by close to 16% in 2015. In the years ahead, we want 

to continue seeing double-digit growth from this sector 

alone. An advantage we have in pursuing these goals is that 

we have a framework contract with PEMEX. Our challenge 

in the coming years is to focus on exploiting that contract in 

order to increase our sales and achieve exponential growth.

Q: What are the main solutions that Dräger currently 

provides to the oil and gas industry? 

A: Dräger’s portfolio is extensive although we focus 

on industrial security equipment. Right now, we have 

a contract with PEMEX for H2S detection, focusing on 

SCBA equipment for emergencies. Our main solutions 

are autonomous equipment, portable detection, fixed 

detection or GDS, and confined spaces solutions. Safety 

is paramount in the oil and gas industry, where strict 

regulations make companies invest an important amount 

of resources to keep their safety measures up to date. This 

makes this a crucial area for PEMEX and it does not spare 

any resources to satisfy its workers’ safety needs. 

Q: How can Dräger’s equipment minimize the potential 

impact that a technology failure could have on PEMEX’s 

production?

A: Any halt in production results in losses amounting to 

millions of dollars per day. PEMEX seeks to avoid any 

such inconveniences by investing an enormous amount of 

resources in safety equipment. To that end, our products 

may not be able to prevent a fire on a platform, but they can 

prevent or decrease the risk of injury. The most common 

danger in platforms is H2S, which our equipment can detect 

quickly. Instructed to do so by a series of sound and visual 

alarms, workers can put on their safety equipment and 

evacuate the platform. Our mission is to ensure that, every 

day, workers can safely return home. Since companies 

cannot stop operating and cannot stop drilling, they cannot 

stop investing in safety measures. Obviously, budget 

cuts are going to affect us but this impact should not be 

too serious. In the medium-term, some projects may be 

postponed but we expect that a recovery in oil prices will 

soon come and minimize the impact on safety companies 

like Dräger. Industries like refining and maintenance will be 

more directly affected by the aggressive budget cuts, but 

the equipment area will be far less hit.  

Q: How much can security be improved through 

better planning at the early stages of infrastructure 

development?

A: PEMEX is now beginning to implement such measures 

and some of its facilities are planning ahead in terms of their 
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A BRIEF HISTORY OF OFFSHORE 
SAFETY STANDARDS

events is necessary to understand the gravity of this tragedy 

and the extent of its influence on offshore safety standards. 

The Piper Alpha incident is perhaps the most infamous of its 

kind, due in part to its hauntingly long list of casualties which 

remains the largest of any disaster of its kind to this day. Of 

the 226 workers that were stationed on the platform on that 

night of July 6th 1988, 165 perished, along with two more men 

from the standby vessel Sandhaven. Piper Alpha had been 

in service as a North Sea oil production platform since 1976, 

was then operated by Occidental Petroleum Corporation, 

and was the source of approximately 10% of the UK’s 

total North Sea oil and gas production. The explosion of a 

condensate pump and the subsequent fire it ignited engulfed 

the platform and trapped many of resting men inside of their 

living quarters or similarly closed spaces. This is what led to 

the elevated number of fatalities. The Cullen Inquiry was set 

up by November 1988 to investigate the precise causes of the 

incident and the manner in which it could have been averted. 

The aforementioned Cullen Report was a direct result of these 

proceedings and the changes that it demanded in offshore 

safety protocols became codified in the OPITO standard that 

is now recognized and accepted worldwide. Mexico is still not 

a part of this OPITO-based framework as its safety standards 

have been based on a different history marked by different 

events. One of the most important of these events was the 

Ixtoc-1 blowout in 1979, which released 3.5 million barrels of 

oil into the Gulf of Mexico. Since then, PEMEX has developed 

the policy of demanding all types of credentials from rig 

crews before they are allowed to work offshore. This sounds 

like a positive step forward but it led to some problems. 

“There was too much confusion,” says Nieto. “For example, 

when hiring a welder, what is the precise minimum training 

that he needs? If he is to work on a drilling rig, some might 

say he needs a rig pass, an STCW training certificate, as well 

as a national Mexican safety standard. The list can go on and 

on. Companies could lose days and weeks at a time just to get 

people trained to even be able to go offshore.” 

A second event would come to define the prioritization 

of safety in the Mexican oil and gas industry. On October 

23, 2007, difficult weather conditions caused oscillating 

movements in the Usumacinta jack-up rig, operated at the 

time by Perforadora Central in the Bay of Campeche. These 

movements made its cantilever deck hit and sever one of 

the production valves of the adjacent Kab-101 production 

platform, leading to uncontainable leaks and ignitions of oil 

and gas that ended up causing 22 casualties. Subsequent 

investigations made by the Battelle Institute revealed the 

great extent to which the lack of safety training increased 

the incident’s terrible outcome.

When browsing lists of the most dangerous jobs, duties 

performed in offshore drilling and production platforms do 

not tend to make the cut. The latest American list, defined 

by the 2012 National Census of Fatal Occupational Injuries 

prepared by the US Bureau of Labor Statistics, places 

loggers, fishermen, and airline pilots on its first three spots. 

Offshore oil and gas work is nowhere to be found, although 

jobs that are close or at times even parallel to the offshore 

industry, such as those in construction or metallurgy, do 

make an appearance in the list. In Mexico, calculations based 

on fatal work accident statistics and surveys prepared by 

the Mexican Institute of Social Insurance place police work, 

mining, and industrial-chemical activities at the top of its list. 

Once again, offshore work is absent. However, this omission 

should not be interpreted as proof that offshore oil and 

gas work does not involve significant risks and a constant 

engagement with dangerous situations and environments. 

Rodrigo Nieto, General Manager of Falck Safety Services de 

México, certainly believes so. “It is very easy to get involved 

in an accident out here. It is so easy to put yourself at risk, 

and the offshore drilling industry is still one of the most 

dangerous industries to be working in.” Instead, what must 

be acknowledged is that the offshore oil and gas industry 

has a history of developing particularly stringent and useful 

safety standards that have managed to keep it off such 

infamous lists.

The oil and gas industry is very much like any other industry 

in the sense that it has had to learn from its mistakes, 

particularly in the development of modern offshore safety 

standards and certifications. Perhaps this principle can be 

best illustrated by one of the most internationally recognizable 

of these standards and credentials, which is maintained and 

regulated by OPITO (Offshore Petroleum Industry Training 

Organization). The history of OPITO stretches back to the 

creation of the original PITB (Petroleum Industry Training 

Board) in the UK during the late 1970s. This organism was 

not originally meant to address safety concerns as it was 

constituted as a means to close the skill gaps between 

the traditional British industrial workforce. At the time, this 

workforce was heavily focused on mining skills that could be 

transferred to an oil and gas working environment but they 

faced a majority of foreign specialized offshore workers, 

many of whom were Mexican. The latter were experienced 

enough to be fully involved in the construction and installation 

work then taking place in the North Sea. However, the full 

establishment of the OPITO standard did not come about 

until 1991, in the dark shadow cast by the 1988 Piper Alpha 

incident. The subsequent inquiry resulted in the 1990 Cullen 

Report and its 106 recommendations for changes to North 

Sea safety procedures; some background on this chain of 
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In February 2014, Citigroup announced the discovery of 

fraud within its Mexican subsidiary, Banamex, which led it 

to cut US$235 million in net profits reported for 2013. The 

company revealed that Banamex had made about US$585 

million in short-term loans granted to Oceanografía, an 

oil services company that had supported PEMEX for over 

45 years. However, Oceanografia was disqualified from 

working with any government entity for 21 months after an 

investigation turned up major irregularities in its accounts. 

Furthermore, the loans from Banamex were provided 

based on false invoices that Oceanografía provided as 

evidence of its contracts with PEMEX. Despite the scandal, 

many international investors are interested in capitalizing 

the company to help it renew its operations. Starting in 

July 2015, Oceanografía is likely to make its return to the 

Mexican oil and gas industry. After finalizing a settlement 

agreement with creditors, two backers have signed up to 

refinance the Mexican company for up to US$78 million. 

The conditions of this investment were for Oceanografía to 

formally declare bankruptcy, for the government’s Service 

Management and Property Disposal Department (SAE) to 

release the company and for a new board of directors to 

be appointed. This process started in May 2015 once the 

deadline for Oceanografía’s creditors to sign an agreement 

to restructure its assets expired. After this period, SAE 

withdrew from Oceanography and the new shareholding 

body and board of directors were formed. According 

to the agreement signed by the creditors, and who were 

paid a portion of their debt through corporate stocks, they 

will maintain a stake of 29% while 51% will belong to the 

investment firms that are providing the new capital. The 

remainder will be divided among the previous investors, 

including former CEO Amado Yanez, who will hold a stake 

smaller than 5% and will no longer sit on the board. Finally, 

a reserve of 12.5% will be held for shareholders whose 

existing debt has not been recognized so far and is pending 

the result of an appeal in June 2015. While Oceanografía’s 

total debt amounts to US$2.8 billion, it also holds significant 

assets, including a fleet of ships worth just around 

US$700 million. Its creditors include Ashmore, EIG Global, 

Investment Frantelli, Ice, and MLF Trust, among others. The 

company is also hoping that the final resolution will revive 

the unrecognized Banamex loans, with the matter currently 

up for appeal at Mexico’s First Unitary Court. 

PEMEX has taken steps to rapidly distance itself from the 

scandal. It announced in April that the 39 contracts it had 

with Oceanografía before the crisis were reduced to just 

two and that the company ceasing operations had in no 

way impacted the NOC’s oil production. However, PEMEX 

did fire a number of employees that it blamed for errors 

made in overseeing the Oceanografía contracts. 

OCEANOGRAFÍA SAILING BACK 
TO THE MEXICAN OIL INDUSTRY 
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or more experienced employees, such as a safety officer 

who might be in charge of dispatching the helicopter on 

the rig, we offer more specific training which in this case 

would be HLO (Helicopter Landing Officer).

Q: How is it better for oil companies to let Falck provide 

these safety services instead of executing them in-house?

A: It is actually safer to outsource it. I do not want to burn any 

of my good clients but I have had clients that did a lot of their 

safety training in-house and their accident rate spiked. They 

did not take long to realize that they were doing something 

incorrectly. Why not just leave it to the professionals and 

outsource it? In terms of liability and insurance, it is better for 

them to just say, “This is not my responsibility. I trained my 

personnel though a recognized yet external institution.” I will 

put it this way: it is the difference between cooking a great 

steak in a common gas stove and cooking it in a professional 

broiler. Falck just does this better, as we are professionally 

and specifically trained to do what we do, and we do not cut 

any corners or skip any steps.

Q: What are the main development targets of Falck Safety 

Services Mexico in the Mexican market for the next year? 

A: There are still a lot of prospective key clients that we 

have not targeted yet. We have merely scouted the area a 

little bit and made the basic first steps. This will definitely 

be the year when we target the bigger clients, the bigger 

accounts, and the bigger money. We are taking very careful 

and firm steps so that we will not drop any negotiations. 

We sell to every client that we visit; we do not miss a single 

one, and we want to keep that streak going. The coming 

changes in the industry will obviously affect this process; 

I hope that the rest of the national companies come to 

realize that they are going to have to step it up a notch, 

because whenever the international companies enter the 

market, they are going to bring with them the best- trained 

personnel. Worldwide, these companies are trained by 

Falck. The numbers do not lie, we trained 300,000 people 

last year, and we are a fast-growing company. In the 

international portfolio of the company, Mexico is a dot, 

but there are high expectations. We know that once the 

Mexican oil and gas industry booms, we have to be fully 

capable and fully operational.

Q: What degree of security awareness do you perceive 

among Mexican rig crews?

A: This has changed a lot. When I started out as a rig hand on 

an offshore platform, there was little respect for these matters. 

This culture had a lot of negative effects and unfortunately 

caused a lot of incidents. I can tell you about a case where 

interpreters were helping remove a flare boom. They strung 

the cable wrong and the boom failed. Since they were tied to 

the actual boom, they fell in the water and three people died. 

Why? Well, for starters, what is an interpreter doing removing 

a flare boom? Nowadays, people respect their job positions 

and there is better training as well. Overall, this is a safer 

industry, although that is debatable as well. There are some 

people who say that it used to be safer because people had 

to use their brains, whereas now staff members are trained to 

react in a specific way when faced with certain scenarios. One 

way or another, what we try to teach people here is safety 

behavior, meaning that I do not want you to just memorize 

security protocols but I actually want you to have a mentality 

focused on safety, on being safe.  

Q: How would you describe the different types of activities 

currently taking place in your Ciudad de Carmen training 

facilities?

A: Basically, we offer a number of courses that are 

specific to our clients’ requirements. We have different 

training courses that have different modules while we 

can also design a specific training curriculum for certain 

situations. Some of the courses we deliver are based on 

the standards established by OPITO (Offshore Petroleum 

Industry Training Organization), while others are not 

since we are also accredited by NOGEPA (Netherlands 

Oil & Gas Exploration & Production Association), STCW 

(Standards of Training, Certification and Watchkeeping 

for Seafarers), JOIFF (Joint Oil Industry Fire Forum, part 

of the International Organization for Industrial Hazard 

Management), and other international standards. One of 

our best-selling courses is the T-BOSIET (Tropical Basic 

Offshore Safety Induction & Emergency Training). You 

could call it a foundation for the training that everyone 

should have. Within the T-BOSIET training, there are 

different modules such as first aid, safety induction, fire 

safety, or helicopter rescue and escape. For more advanced 
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staff training to ensure safety. Very often, oil companies 

do have the latest equipment, whether from our brands or 

not. However, even if the lifeboats and liferafts are modern, 

it can happen that these companies have not given their 

people sufficient training on safety requirements or how 

to operate the equipment. Having well-trained people 

obviously helps to save lives. In response, Duncan y Cossio 

is offering precisely this new service. We can properly train 

PEMEX workers to handle safety at sea, whether they are 

on ships or platforms. We have very innovative systems 

at our facility in Ciudad del Carmen, including the latest 

simulators, where we are offering these training courses. 

Q: Why does Duncan y Cossio work with Survitec Group 

and Harding as opposed to their competitors?

A: Harding is a Norwegian company that has always been 

at the forefront of innovation in life-saving equipment 

in Europe, Asia, and Latin America. Survitec Group 

mainly distributes its liferafts in Europe and the US. Both 

companies are recognized for their many years of success 

saving lives in the most demanding markets worldwide. 

This quality is backed up by Duncan y Cossio having the 

best-equipped repair station in Ciudad del Carmen with 

the best technicians. Our technicians are certified by the 

manufacturers and by the General Directorate for Merchant 

Shipping, which makes us the most innovative company in 

Mexico in terms of our safety and quality systems. 

Q: Which arguments can stop operators from reducing 

their investment in safety equipment in the current low oil 

price environment?

A: The safety of their staff should be something that 

companies never have to think about saving money on. 

A life is priceless. In response to the current environment 

we are trying to reduce our prices. We are working with 

our manufacturers on systems that can translate into big 

savings for PEMEX. The new equipment that we want to 

introduce, such as davits and winches, does not need 

regular maintenance, meaning that costs can be greatly 

reduced for the oil company. Our strategy is to stay ahead 

in terms of quality and offer the best prices to satisfy our 

customers and our ambition is to grow rapidly upon the 

arrival of new operators following Round One. 

Q: What trends for the use of your safety equipment stood 

out in the Mexican oil and gas sector over the last year?

A: Two of our lines are among the most popular kinds of 

equipment that are essential for maritime safety: liferafts 

that are used on oil rigs and on the vessels that assist 

them, and lifeboats that are placed on the platforms. 

Between these, the rafts are the most in demand. We also 

provide safety inspections to assess the different positions 

where our equipment has been placed. However, our line 

of life-saving equipment also includes life jackets, which 

are evidently in high demand. In terms of new trends, the 

arrival of foreign operators in the coming months is eagerly 

awaited. We now have to investigate and find out which 

companies are coming in order to anticipate their needs 

and serve them with our international and well-recognized 

brands. We want to send these companies the message 

that they can rely on us and that we have always been 

at the forefront of safety equipment. We have discussed 

this matter directly with Harding regarding the lifeboats 

and with Survitec Group regarding the liferafts. It is in our 

common interest to stay ahead of the game and continue 

to offer our full support to PEMEX while also meeting the 

needs of new operators in the Mexican market. 

Q: How are your liferafts and lifeboats deployed in 

emergency situations on offshore platforms?  

A: We handle two types of lifeboats: those lowered by 

winches and those that freefall. According to the needs of 

a particular platform, companies can opt to use either one 

in shallow and deepwater fields. As for the liferafts, they are 

extremely flexible and can adapt to any type of requirement, 

depending on the number of persons working on the platform 

or ship. The efficiency of our lifeboats was also tested during 

the fire that broke out at PEMEX’s Abkatun-A Permanente 

platform in April 2015. Two of our Harding lifeboats were 

used for emergency evacuation of the staff. Workers were 

able to leave the platform without any problems, as the 

equipment was in perfect working condition. 

Q: What is the relative importance of training and having 

the latest safety equipment in minimizing fatalities?

A: We have pushed PEMEX to be very up-to-date with these 

issues by making their people aware of the importance of 
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Q: How do you convince potential clients of the 

advantages of micro-turbines for electricity generation?

A: Our work has not been easy as we try to change the 

perspective of people who have done things in a certain 

way. Usually, potential clients within our generation 

capacity tend to have a short-term view about the 

amortization of their investment in power generation. In 

other words, environmental pollution and newly passed 

policies have not traditionally been an important matter 

for them. However, many of our customers are beginning 

to show interest in reversing these actions and are taking 

their time to listen to our solid arguments. 

Q: What role does research and development play at 

Industrias Energéticas? 

A: Industrias Energéticas is the technological partner of 

Capstone Turbine Corporation for the generation of clean 

energy for the industrial, automotive, commercial, or oil 

and gas sectors, using simple generation, cogeneration, 

and trigeneration schemes. Technological innovation 

never stops at Capstone, since it works with the most 

demanding customers worldwide, offering applications 

that constantly change from sector to sector. Its clients 

include NASA, Boeing, the US army, as well as the likes 

of Petrobras, ExxonMobil, Gazprom, Shell, PEMEX, 

Chevron, BP, Ecopetrol, and ConocoPhillips in the oil and 

gas industry

Q: Which international best practices in the use of 

natural gas and microturbines could play a role in the 

development of the Mexican market?

A: The applications of Capstone microturbines are not 

limited only to strategic offshore power generation. In 

onshore operations, we can provide a highly encouraging 

case that can serve as a model for refineries, storage, and 

distribution. The Refinadora Costarricense de Petróleo 

(RECOPE) proposed a strategy for the use of natural gas 

in Costa Rica based on the results of a study that revealed 

a series of economic and environmental benefits for the 

country using Capstone microturbines. This revolved 

around providing Costa Rica with a perspective on how 

it could use natural gas as a partial substitute for other 

liquid hydrocarbon fuels. Overall, LNG is becoming an 

Q: How do you see Industrias Energéticas’ development 

in the new environment created by the Energy Reform?

A: The Energy Reform has seen new laws passed to address 

climate change and polluting emissions generated by 

greenhouse gases. Therefore companies from the oil and 

gas sector, and industry in general, will have to generate 

clean, safe, and reliable energy for their processes. 

Unfortunately, this change will not happen overnight, but 

it is our responsibility to affirm this new, clean and reliable 

energy generation culture. In the short term, this will 

gives us the opportunity to raise awareness of our high 

technology equipment for the generation of clean energy 

among potential clients. In the medium term, we can 

provide a better value proposition to companies in the oil 

and gas sector with the support and effective application 

of laws that encourage the sustainable use of energy. For 

example, PEMEX has issued a strict environmental action 

plan for itself and all its affiliates and subsidiaries. In the 

long run, it will allow us to develop projects for strategic 

primary generation, cogeneration, and trigeneration. 

In this way, we can strengthen the competitiveness of 

natural gas in this market, using the positive context 

created by low natural gas prices and increased energy 

demand. Our technologies help to replace the direct use 

of electricity with natural gas, offering the same benefits 

at a lower cost. 

Industrias Energéticas and Capstone Turbine Corporation 

have no real competitors in the clean energy generation 

segment within the 30kW to 5MW range. In terms of the 

cost-benefit ratio, reliability and safety, and compliance 

with environmental regulation, we are the only ones 

to fulfill the industry’s demands. Our microturbines do 

not use lubricant oils for engines, coolants, or additives, 

and they do not need polluting retrofitting after every 

500 hours of operation. The maintenance programs 

are scheduled for every 4,000 hours while specialized 

engineers can perform this maintenance in just four hours. 

Furthermore, the lifespan of our systems is approximately 

20 years. Capstone micro-turbines comply with the most 

demanding standards required by the UL 2200 and UL 1741 

certifications, and our modular generators use only one 

moving part, which is the shaft of the air-activated engine. 
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increasingly more important energy resource. Given that 

large investments are taking place at the international 

level, both to increase liquefaction and regasification 

capacities, its importance will continue to increase. 

The business strategy proposed that a reception and 

regasification terminal be built using state-of-the-art 

technologies and modular equipment that would enable 

eventual expansions. The scope of the project would 

cover a regasification terminal and the implementation 

of LNG storage tanks, transfer pumps, integrated 

vaporizer systems, control, safety, automation systems, 

and compression stations. In order to start the use and 

commercialization of natural gas in Costa Rica as a 

replacement for oil derivatives by 2015, the necessary 

administrative procedures and the contracting of the 

companies in charge of developing the terminal must 

begin as soon as possible. The level of investment per 

stage for the gasification terminal adds up to US$100 

million for the first stage in 2015, US$25.6 million for the 

second stage in 2019, and US$55.6 million for the third 

stage in 2026. Finally, it is important to point out that the 

results of the study clearly shows that the use of LNG, 

even on a small scale, made sense when compared against 

fuel oil, and liquefied petroleum gas. When carrying out 

a full cost-benefit analysis, it will be possible to see that 

the potential economic benefit for Costa Rica that would 

be achieved with the use of LNG could be significant. 

Likewise, it is possible to conclude that an increase in 

the use of natural gas should result in fewer greenhouse 

gases emission and in efficiency improvements, as well as 

other benefits.

Q: Which recent projects developed in Mexico would you 

highlight as success stories? 

A: We have several success stories, among which 

Capstone micro-turbines that are now installed on 

offshore rigs located in the Bay of Campeche. They are 

used for the generation of clean and reliable energy for 

PEMEX’s strategic safety systems, such as SCADA, SCD, 

position lights, and loudspeaker systems. In the oil and 

gas sector, we have been focusing on solutions for the 

distribution and transportation of natural gas, a priority 

set by SENER. 

Currently, we are developing projects jointly with 

engineering, procurement, and construction companies 

such as Odebrecht, Techint, Arendal, and AOTP Pipelines, 

for the Los Ramones II North natural gas pipeline that will 

start in Los Ramones, Nuevo Leon, traverse Tamaulipas 

state and end in San Luis Potosi, as well as the Los 

Ramones I gas pipeline with entities like SENER, Bonatti, 

Techint, and Gasoductos de Chihuahua.
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Onshore fields have been at the core of the Mexican oil industry since its inception and were 

the main focus of PEMEX during the first four decades of its existence. When production 

began in Cantarell in 1979, the role of onshore fields in its production portfolio and investment 

strategy changed drastically, with some fields being abandoned when production began to 

decline because technologies for enhanced recovery were not sufficiently developed at the 

time, and shallow water opportunities offered larger potential production volumes and greater 

financial rewards. These factors resulted in PEMEX reducing investments in many of its onshore 

fields. One of the outcomes of the Energy Reform will be the reversal of this trend, as onshore 

and mature fields are once again seen as essential for increasing the country’s output. These 

fields offer attractive opportunities for Mexican and international operators that have the skill, 

experience, technological capabilities, and organizational agility to profitably develop them, 

thus contributing to the country’s overall production while generating value for the State. The 

new framework will enable Mexican companies to develop these fields and gain the necessary 

experience to develop more complex assets in the future. 

In this chapter, we will detail the importance of onshore fields in the development of the post-

Energy Reform oil and gas industry, as well as the opportunities available for ambitious players 

to seize in the bidding rounds. We will pay close attention to the technologies that companies 

are implementing in Mexico’s mature fields in order to enhance production, as well as the plans 

that domestic players are making to become operators in the onshore segment.

6
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MIGRATION OF CIEPS AND COPFS
The Hydrocarbons Law grants PEMEX and its 

contractors the right to request the migration of existing 

Comprehensive Contracts for Exploration and Production 

(CIEPs) and the Contracts of Financed Public Works 

(COPFs) to four new types of exploration and production 

contracts: licenses, production-sharing contracts, profit-

sharing contracts, and service contracts. One of the 

objectives of this migration is to better align PEMEX’s 

incentives with those of its contractors in order to yield the 

best results. Contractors with a satisfactory performance 

may therefore have access to better economic conditions 

without affecting the balance of revenues expected by 

the government. PEMEX also has the ability to request 

the migration of a contract in order to form an official 

alliance, as allowed by Article 13 of the Hydrocarbons Law. 

However, in response to industry concerns, authorities are 

working on clarifying further details so that the migration 

of contracts does not reduce the oil revenues estimated by 

the companies involved. 

Companies wishing to migrate their contracts have to 

present a request before SENER, which PEMEX must then 

evaluate through an official assessment in five days. After 

this, SENER will issue precise guidelines to oversee the 

migration process, which must be complied with in another 

five days. The next step is for SENER to send the complete 

migration request to the Treasury and CNH, along with 

the migration guidelines, the proposed contract model, 

and other pertinent documentation within 16 days. When 

selecting the most suitable contract model, SENER, the 

Treasury, and PEMEX have to consider four factors. First, 

the parties involved in the partnership have to increase 

the block’s value; second, contractors and assignees have 

to maintain the position of operators of the block; third, 

PEMEX E&P has to maintain an active participation in 

the association; and finally, there has to be a chance to 

capitalize on best practices and seize opportunities for 

potential improvement. Should it happen that the technical 

and fiscal terms established by SENER and the Treasury 

174

operators. We need to guarantee that the migration of 

contracts will not reduce the revenues originally estimated 

for those companies. This new approach involves fresh 

investments that translate into more production and more 

revenue. However, the new fiscal conditions must be fair to 

the three parties involved: the Mexican Petroleum Fund, 

PEMEX, and its partners. 

Q: How does PEMEX feel about being a partner in such an 

alliance without being the main operator? 

A: When we launched the COPFs and CIEPs, we decided not 

to be the operators in those fields as they were considered 

to have the lowest priority in our project portfolio. Since 

then, we decided that our participation in those projects 

was going to be limited. We maintain the same perspective 

for the contracts that have to be migrated. While PEMEX 

needs to play a part as these fields were awarded to us 

in Round Zero, it will work with a partner that is already 

operating and agree on the working interest. We have not 

had any problem in establishing the working interests so far. 

Q: What are the main trade-offs that have to be made to 

properly manage the migration of the COPFs and CIEPs, 

and what will be the role of PEMEX and the operators in 

these alliances? 

A: We had to decide who would financially evaluate the 

22 existing COPFs and CIEPs. Along with the current 

operators, we picked five financial institutions to perform a 

financial analysis, which allowed us to determine the fairest 

way to handle the migration. Under the previous COPF 

and CIEP model, only one operator was allowed. Under 

the new PSA model, we can form alliances, for which we 

need to establish what will be the working interests for each 

company involved. Whereas for some fields, particularly 

those governed by COPF, we have the majority of the 

working interest, that is not the case for CIEPs. As such, 

we are discussing how much the working interest should 

be for PEMEX and the companies. We presented our joint 

operation proposal to the Minister of Energy and we are 

now discussing the fiscal terms with the Ministry of Finance 

and Public Credit, the Ministry of Energy, PEMEX, and the 

| VIEW FROM THE TOP

NEW CONTRACTS 
SET TO REVITALIZE 
ONSHORE FIELDS   
GUSTAVO HERNANDEZ  
Director General of PEMEX E&P 
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Q: From a practical point of view, would you prefer not to 

be involved in any of these contracts?

A: Under the PSA regime, we are interested in all the 

contracts because they will help us produce more oil, more 

gas, or both. Previously, these fields were indeed at the 

bottom of our priority list but this new scheme will provide 

benefits for the State and maximize value generation. We 

are more than happy to participate in these fields.

Q: The third phase of Round One will include similar 

onshore fields. Is PEMEX interested in entering into 

alliances with an operating partner for these fields?  

A: That phase of Round will include 26 onshore fields, 

including some that we requested in Round Zero but were 

not awarded to us. Naturally, we may well be interested in 

participating in those fields that we originally wanted to keep. 

However, this third bidding phase will not be suited for big 

operators as it contains marginal fields with small production 

volumes and scattered production facilities. This means that 

smaller companies and onshore operators may well stand 

a chance. If some of them are interested in partnering with 

PEMEX, we are open to exploring the possibility. The fiscal 

regime for this round will be similar to a license, in which 

companies pay a signing bonus depending on the size of 

the reserves to be produced. This license model will differ 

from the fiscal models used for the first two bidding phases, 

which are closely aligned with the migration process. We will 

have to see what happens. We are not expecting any IOC 

to participate in this round as they are clearly focused on 

deepwater and extra-heavy oil. In comparison, PEMEX needs 

to have a balanced portfolio and be present in different 

geological basins, in order to reduce overall risk. 

are inconvenient for PEMEX and its partners, these can 

then opt to maintain the original contractual agreements, 

either CIEP or COPF. 

The migration of CIEPs and COFPs has occurred in two 

stages so far. In the first, 11 contracts for blocks in the Poza 

Rica-Altamira and Burgos areas began their migration 

process in 2014. These include the Magallanes, Santuraio, 

Arenque, San Andrés, Tierra Blanca, Altamira, Pánuco, 

Nejo, and Ébano blocks, which are governed under the 

CIEP regime, and the Olmos and Misión blocks under the 

COFP scheme. The assets in this first migration cover an 

area of 11,444km2 and amount to 2P reserves of 569 million 

boe and 3P reserves of 1.08 billion boe, but currently only 

produce 39,000b/d. The authorities expect the migration 

of these contracts to result in an investment of US$2.6 

billion. Currently, some of the companies with contracts in 

the first block are Petrofac in Magallanes, Santuario, and 

Arenque; Petrofac and Dowell Schlumberger in Panuco; 

Monclova Pirineos Gas in Nejo, San Andrés, and Tierra 

Blanca; Lewis in Olmos, Tecpetrol and Technit in Misión; 

Grupo Diavaz in Ébano; and PICO International Petroleum 

in Altamira.

The second stage oversees the migration of 11 more 

contracts which began in the first quarter of 2015. The 

second migration totals 8,626km2 and consists of fields in 

Chicontepec and Burgos, including Amatitlán, Miahuapán, 

Miquetla, Pitepec, Soledad, and Carrizo under the CIEP 

model, and Pirineo, Cuervito, Fronterizo, Moncolva, and 

Humapa under the COFP modality. Data from PEMEX 

indicates the fields in the second migration have 2P 

reserves of 1.639 billion boe and 3P reserves of 3.439 billion 

boe, although production only stands at 7,000b/d. The 

migration of these contracts is expected to trigger long-

term investments of US$32.7 billion, according to PEMEX. 

Contracts in the second block include Monclova Pirineos Gas 

in Pirineo; Petrobras, Grupo Diavaz, and Teikoku in Cuervito 

and Fronterizo; GPA Energy in Monclova; Halliburton in 

Humapa; Petrolite in Soledad; Operadora de Campos DWF 

in Miquetla; and Dowell Schlumberger in Carrizo. Amatitlán, 

Pitepec, and Miahuapan were not awarded back in 2013. 
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GENERAL INFORMATION

Region North Region

State Tamaulipas

Asset Poza Rica-Altamira

Area 11.0km2

Gravity main field 18.0°API

Accumulated oil production 0.146MMb

| BARCODÓN

not have to wait four to five years to begin seeing results. 

Instead, Grupo Diavaz will focus its efforts on maximizing 

current production and optimizing operations to maximize 

recovery. Grupo Diavaz already produces almost 25,000b/d 

from its four fields, a significant amount when compared to 

the output of similar companies. 

While our main focus will be on increasing production in 

these fields, there is a current factor playing against us, 

which is the falling oil price. Since we will be operating 

under a production-sharing agreement, we will have to 

negotiate the best production percentage with PEMEX, 

and we will have to sell barrels. Once we do sell these, we 

will have to divide the profit with our operating partner 

and we also have to go to the Treasury to put forth the 

government take prescribed in the contract’s terms. We 

still do not know how much we will have to contribute 

though, and are a bit concerned given the novelty of these 

Q: What are the effects of the Energy Reform on Grupo 

Diavaz’s overall strategy? 

A: The Energy Reform allows companies like Grupo Diavaz, 

which had long-term contracts with PEMEX, to now become 

operating partners with the NOC. The greatest opportunity 

for Grupo Diavaz is the fact that the company will cease to 

be a contractor in order to become a full operator, which is 

a very important step for US. There are 22 existing Financed 

Public Works Contracts (COPFs) and Integrated Exploration 

and Production Contracts (CIEPs) that will migrate to 

post-Energy Reform terms without the need for a public 

bidding process, thus becoming joint participations between 

PEMEX and the private sector. Grupo Diavaz operates four 

such contracts, two of which were already migrated, while 

the other two, which relate to the Burgos basin, are to be 

migrated by the of 2015. The advantage of these contracts 

when compared to the areas tendered in Round One is 

that our fields are already in operation. Therefore, we will 

| VIEW FROM THE TOP

ENERGY REFORM OPENS 
PATH TO BECOMING A 
FULL OPERATOR   
LUIS VÁZQUEZ SENTÍES 
President of Grupo Diavaz 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.7 0.8 1.0

gas (bcf) 0.3 0.5 1.7

Original volume in place
oil (MMb) 165.5 165.5 165.5

gas (bcf) 48.3 48.3 48.3

Recovery factor 
oil 9.2% 9.3% 9.4%

gas 20.4% 20.9% 23.4%
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GENERAL INFORMATION

Region South Region

State Veracruz

Asset Cinco Presidentes

Area 41.5km2

Gravity main field 32.0°API

Accumulated oil production 1.597MMb

| CUICHAPA-PONIENTE

contracts in Mexico. We will have to wait and see how this 

new way of doing things will work out. Overall, everyone 

at Grupo Diavaz is very happy about the way the Energy 

Reform has unfolded and we believe that the oil price will 

recover during the year. Given how the industry works, we 

believe this is just another cycle.

Q: What is Grupo Diavaz’s take on forming possible 

operating partnerships?  

A: There are two sets of contracts that provide interesting 

opportunities that we are now able to seize in partnership 

with other companies. The first set consists of PEMEX’s 

farm-outs, so we are currently looking at possible profitably 

fields in which we could operate profitable. After carefully 

studying the first 14 farm-out options, we will deem which 

ones are attractive for us to participate in. Regarding the 

other blocks included in Round One, if we feel the need to 

include a partner due to the magnitude of a project, we will 

find the best company to associate with. It is important to 

mention that Grupo Diavaz will not act as a financial partner. 

The company is interested in playing a critical role in the 

overall operation of its fields. Even if a possible partner 

acts as the operator, Grupo Diavaz wants to be able to 

contribute with technical expertise and be deeply involved 

in the decision-making processes. Fortunately, we have 

already spotted quite a few companies that have expressed 

their interest in working under such partnership terms. 

Q: What characterizes the blocks that Grupo Diavaz is 

interested in during Round One?

A: Our participation will be predominantly focused on 

onshore blocks, while we intend to learn and expand our 

offshore capabilities. We will progressively increase our 

participation until we are fully capable of handling more 

operational aspects. Since we have already operated 

successfully in the Chicontepec region, we are interested 

in bidding for these fields independently. While we may 

invite a company to partner with us, be it PEMEX or a 

private player, we will be the operator in such partnership. 

Apart from having extensive knowledge of Chicontepec’s 

geology, the experience in dealing with people in that 

region is a definite competitive advantage for Grupo 

Diavaz. Handling our large operations in this area has 

enabled us to really understand the factors at play when 

developing a project, and I feel confident that we will 

be able to continue having a good relationship with the 

communities adjacent to our fields and facilities. 

As for the shallow water fields that will be tendered, we 

are looking at the blocks in Round One from a strategic 

perspective. As part of our strategy, we have already 

secured access to the Data Room so that we can delve 

into the technical aspects in order to understand the 

true potential of these blocks. Prior to gaining access to 

technical data, Grupo Diavaz found that seven of these 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.5 1.4 1.4

gas (bcf) 0.3 0.8 0.8

Original volume in place
oil (MMb) 452.6 452.6 452.6

gas (bcf) 472.0 472.0 472.0

Recovery factor 
oil 35.4% 35.6% 35.6%

gas 66.5% 66.6% 66.6%
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GENERAL INFORMATION

Region North Region

State Veracruz

Asset Poza Rica-Altamira

Area 10.2km2

Gravity main field 26.0°API

Accumulated oil production 0.002MMb

| LA LAJA

areas have potential for the company, as their lower risk 

factors are within our target range. Nonetheless, as we 

take a look at more aspects relevant to each of these areas, 

we will be able to fully determine which opportunities 

are most attractive for us to bid on. Grupo Diavaz might 

not necessarily act as the operator in these blocks, but 

we would like to have an arrangement similar to the one 

we are aiming for in the PEMEX farm-outs. With this 

in mind, we could end up partnering with PEMEX and 

another company in one or more of the shallow water 

areas to be tendered. We are aware that the NOC has very 

knowledgeable people that can really help us in the future. 

Given that we have worked closely with PEMEX for over 

four decades, we consider it a good partner. 

  

Q: Which route will Grupo Diavaz’s oilfield services 

business take over the coming years?

A: PEMEX will continue to be a good client in this 

business line during the next two to three years. However, 

we are also aware that we will have to decide whether 

we want to dedicate our activities to being an operator 

or a service company. Thinking ahead, it is not wise for 

the company to do everything. Perhaps we will continue 

providing services for our own fields over the coming 

years, but we will focus all of our efforts on becoming a 

strong operator while outsourcing services. While being 

| VIEW FROM THE TOP

an oilfield services company has allowed us to learn many 

things over the years, we feel that it is the right time to 

make this change and leverage our acquired technical 

expertise in oil and gas operations in order to reach our 

long-term objectives. 

Q: What role can national content requirements play in 

the attractiveness of Grupo Diavaz as a partner for foreign 

operators entering Mexico?

A: This will be very important for Grupo Diavaz and we 

intend to further increase our participation in this area. 

Essentially, we are not looking for partners that will simply 

benefit from the fact that we can fulfill their local content 

requirements, but rather for companies that are seeking a 

strong Mexican counterpart that will foster a well-balanced 

joint venture. Not only are we aiming for our partnerships 

to be mutually beneficial in terms of expertise and 

knowhow, but we are also interested in having a significant 

participation in any joint development. I had the chance 

to talk to Shell and I was impressed about their potential 

bidding plans on the first set of shallow water blocks. The 

possibility of participating together could potentially be 

positive for both companies. 

Q: What is the company’s outlook on human talent 

development and availability in the coming years?

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.1 0.1

gas (bcf) 0.0 0.0 0.0

Original volume in place
oil (MMb) 1.7 1.7 1.7

gas (bcf) 0.9 0.9 0.9

Recovery factor 
oil 10.7% 14.8% 14.8%

gas 14.5% 19.0% 19.0%
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GENERAL INFORMATION

Region South Region

State Veracruz

Asset Cinco Presidentes

Area 46.3km2

Gravity main field 20.0°API

Accumulated oil production 0.395MMb

| MOLOACÁN

A: Human talent is one of the biggest challenges Grupo 

Diavaz and many other companies will face in the near 

future. Technology and training personnel to be ready 

to meet the industry’s demands will be among our top 

priorities. Highly-skilled workers in the Mexican oil and 

gas industry have been mainly restricted to PEMEX’s 

operations and therefore private players are facing 

such scarcity given the recent nature of the country’s 

opening. 

Since its inception as a diving company in 1973, Grupo 

Diavaz has required its personnel to be very well-trained 

because offshore activity was limited at that moment. 

After the discovery of Cantarell in 1976, diving activities 

quickly gained prominence. Grupo Diavaz started out 

with 15 divers, but after 1976, the company’s diving 

division began growing. We began hiring foreigners who 

had the skills and knowhow to train our Mexican divers. 

Shortly after, we opened a diving school in Tuxpan that 

would handle these training activities. By 1979, our crew 

grew to 500 divers and we became the second largest 

diving company in the world. Even though we only have 

around 140 divers as of today, I can tell you that most 

divers working in Mexico were trained by Grupo Diavaz. 

Being a company that has been offering a wide range of 

oil and gas services since 2003, Grupo Diavaz has been 

able to gain ground and train personnel. Anticipating 

the need for qualified professionals, we created our own 

university in order to hire and train young engineers 

hailing from universities in the country’s most important 

oil regions, such as Tampico and Villahermosa. So far, we 

have hand-picked 20 bright individuals who are set to 

undergo a two-year training program at our university. 

First, they will be exposed to the areas of work pertinent 

to each region, such as compression activities in 

Villahermosa, drilling operations in Tampico, as well as 

offshore maintenance and construction endeavors. They 

will then complement their experience with technical 

sessions at our campus. Once they arrive at their 

respective work areas, they will be assigned specific 

tasks to begin their training process. This makes on-site 

training a real-life operational scenario where students 

are able to build on their engineering capabilities. After 

this first part of the program, trainees are exposed to 

lectures by experienced engineers from countries that 

hold invaluable technical knowledge, be it from Mexico, 

the US, Canada, Venezuela, or Argentina. We would 

like to replicate the success story of our diving division 

within Diavaz University, where we hope to be able to 

train the future local leaders of the country’s oil and gas 

industry.

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 1.7 1.7 1.7

gas (bcf) 1.0 1.0 1.0

Original volume in place
oil (MMb) 221.7 221.7 221.7

gas (bcf) 121.9 121.9 121.9

Recovery factor 
oil 18.5% 18.5% 18.5%

gas 18.9% 18.9% 18.9%
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GENERAL INFORMATION

Region North Region

State Veracruz

Asset Poza Rica-Altamira

Area 23.1km2

Gravity main field 29.0°API

Accumulated oil production 0.002MMb

| PASO DE ORO

A: Our initial strategy is to actively participate in onshore 

fields. We understand the variety of existing reservoirs, 

ranging from shallow conventional sandstones to deep 

HPHT naturally fractured carbonates and shale plays. We 

also know how to work with light, heavy, and extra-heavy 

oil, gas, and condensates with a high production of CO2 

and H2S. Jaguar E&P is aiming to quickly consolidate into a 

group with a strong technical background that will be able 

to create advanced and optimum field development plans 

in any of the environments mentioned above. 

We are not limiting the scope of our work. Once we buy 

the data packages, we want to dedicate the time and 

effort to study all possible alternatives. We will not just 

look at potential new wells, at infill drilling and/or workover 

activity, but also EOR and IOR projections to ensure the 

highest recovery factor and economic benefits for Jaguar 

E&P, the country, and local communities.

Q: What makes Mexico a good place to start an oil and 

gas company, despite the low oil price environment and 

concern about the conditions for Round One? 

A: Jaguar E&P was conceived as a company with Mexican 

capital and Mexican talent that will generate value by building 

on today’s specific opportunities while maintaining a clear 

long-term vision. We understand the risks of this low-price 

environment but it could potentially lead to fewer companies 

seeking quick profit and more solid bids, opening a space for 

serious and committed companies like ours. As for Round 

One, while there are concerns about the contracting regime, 

we believe that institutions like SENER and CNH are doing 

a conscious and professional job. They will make sure that 

the new operators of Mexican oilfields are serious companies 

which will maintain a sustainable industry-state balance.

Q: How will your operational and financial goals influence 

the type and size of fields that you would like to operate?

| VIEW FROM THE TOP

NEW MEXICAN 
OPERATOR SEES FEW 
BARRIERS TO AMBITION   
CLAUDIO DE LA CERDA
Chief Operating Officer at Jaguar E&P  

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 0.0 0.0 0.0

Original volume in place
oil (MMb) 0.5 0.5 0.5

gas (bcf) 0.4 0.4 0.4

Recovery factor 
oil 41.7% 41.7% 41.7%

gas 63.6% 63.6% 63.6%
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GENERAL INFORMATION

Region North Region

State Veracruz

Asset Poza Rica-Altamira

Area 11.8km2

Gravity main field 34.0°API

Accumulated oil production 0.008MMb

| PONTÓN

Q: Which skills, capabilities and experience place your 

team in a unique position to partner with international 

operators in the Mexican market?

A: From a technical perspective, we are proud to have some 

of the best and most recognized Mexican geoscientists 

and petroleum engineers within our ranks. Our collective 

knowledge includes experience from almost all types of oil 

and gas reservoirs in Mexico. Also, our understanding of the 

Mexican business landscape gives Jaguar E&P and its parent 

company an advantage. Our management team has a solid 

track record of successfully leading and operating one of the 

most recognized industrial conglomerates in the country. 

Furthermore, our senior executives have vast experience 

dealing with previous legislative reforms in Mexico. This 

skillset and experience provides Jaguar E&P with unique value 

as a strategic local partner. We understand that all processes 

related to the opening of the oil and gas industry are a fresh 

experience for all parties involved, from private companies and 

government regulators to PEMEX and local communities. This 

situation will definitely bring about unforeseen challenges. 

However, we are confident that our team has the capabilities 

to successfully overcome the learning curve. Jaguar E&P may 

partner with companies that have a similar long-term vision to 

ours. As mentioned, we are here for the long run. To achieve 

a successful long-term endeavor, we need to partner with 

companies that have a strong operational background and 

proven technologies that are applicable to Mexican fields.  

Q: What will be the role of Mexican operators in the 

upstream market?

A: Mexico needs to develop a national E&P industry and 

the framework is already set for Mexican businessmen 

and entrepreneurs to take the lead. Mexican operators are 

expected to be the first to establish better ways to work 

alongside local communities as neighbors, as well as to 

operate efficiently while taking advantage of a low cost-

structure. Mexicans need to take the lead in innovation in 

order to develop new processes and technologies. Jaguar 

E&P will seek to accomplish this and support the creation of a 

proactive and sustainable industry for the benefit of Mexico.

Q: What would you like to achieve before the end of 2015, 

and what would be your ideal contributions to the long-

term development of the Mexican oil and gas industry?

A: For 2015, we would certainly like to be in the list of winners 

to operate an oilfield. We want to build one of the largest 

independent E&P companies in Mexico. This has been our 

vision since day one and it permeates our objectives for the 

future. We want to be seen as one of the top companies in 

Mexico, as a respected organization hailed for its strong values, 

its people, its care for the environment and communities, for 

the quality of its work, and for its financial results. Eventually, 

we want to create the awareness that a Mexican oil and gas 

company can evolve to operate internationally and compete 

with industry leaders. 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.1 0.1

gas (bcf) 0.0 0.2 0.2

Original volume in place
oil (MMb) 7.3 7.3 7.3

gas (bcf) 6.0 6.0 6.0

Recovery factor 
oil 11.1% 13.1% 13.1%

gas 31.9% 36.0% 36.0%
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to carry out environmental and social impact assessments, 

but the current scenario is different enough to bring new 

challenges to the operating companies. We are still unclear 

about SENER and ASEA’s level of participation in this matter, 

as it is unknown to what extent SENER will support private 

companies with regards to their social approach. However, 

based on our experience and our customers’ comments, I 

can say that the best path is to work side-by-side with the 

government. This is better because communities tend to 

have complaints about previous situations that companies 

should not deal with by themselves, since they were not 

involved. The government should be present at all times 

to help companies understand the challenges associated 

with investing in Mexico and how to overcome them. If the 

government supports companies with the social aspects, 

they can combine expertise and knowledge. Companies 

can bring their international experience and the authorities 

can provide their understanding of the Mexican people. 

Q: What are the social and environmental risk factors 

when working in Mexico’s onshore fields? 

MO: One of the main social risks companies will face 

is their own newcomer status. We are talking about 

mature fields, where the neighboring communities are 

accustomed to the way PEMEX has worked for decades. 

However, companies that will soon enter the country will 

have to develop their own social approach, conduct their 

own studies, identify the needs of the communities, and 

build rapport with community leaders. Of course, PEMEX 

has not always shown the best social practices, so new 

companies will face further distrust because of this. 

Q: How valuable can the participation of the federal, state, 

and local government be in social matters, and do you 

believe that SENER should take this responsibility? 

AS: The new legal environment is so new that nobody is 

entirely sure on how it will work. Companies will still have 

| VIEW FROM THE TOP

LEFT: Manuel Ortiz Monasterio, Director General of ERM 

RIGHT: Alberto Sambartolome, Partner at ERM

GENERAL INFORMATION

Region North Region

State Veracruz

Asset Poza Rica-Altamira

Area 7.2km2

Gravity main field 28.0°API

Accumulated oil production 0.019MMb

| TECOLUTLA

GETTING SOCIAL AND 
ENVIRONMENTAL 
PERFORMANCE RIGHT

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.2

gas (bcf) 0.0 0.0 0.2

Original volume in place
oil (MMb) 7.8 7.8 7.8

gas (bcf) 8.8 8.8 8.8

Recovery factor 
oil 24.5% 24.5% 26.4%

gas 19.2% 19.2% 21.2%
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Q: What do you think the communities will value among 

the things that oil companies can provide?

MO: There are both positive and negative impacts related 

to oil and gas operations. If a company needs to use plenty 

of water, it may need to invest in building infrastructure to 

cover that necessity. This will have an impact on flora and 

fauna, so having plans to relocate or investing in a form of 

compensation to offset the impact can be highly appreciated. 

Furthermore, companies may want to hire locally so that part 

of the economic benefits go to the local communities. To do 

so, companies need people with better skills, so they might 

want to invest in local schools and training centers. Every 

project has particularities, so there is not a single formula. Each 

project has to assess its impact on the community it is working 

in and, based on that, come up with an investment plan.

AS: Communities will value companies that truly engage 

with them and seek mutual benefits. Many communities 

may not know exactly what they need to cover their needs 

and to be sustainable. This gives companies the possibility 

to engage with the communities and help them determine 

what might be best for them. In this way, communities can 

truly become part of the projects.

Q: Are oil companies sufficiently aware of non-technical 

risks before participating in bidding rounds?

MO: Large companies, which have the most advanced 

sustainability practices, are assessing non-technical 

risks before bidding in the rounds. Such companies see 

community relations as an investment because they have 

faced difficulties in other places. Not considering this 

properly has resulted in conflicts and problems, leading to 

the costly shutting down of activities.

Q: Is there a correlation between a company’s size and its 

approach to environmental and social responsibility?

AS: The size of a company does not matter as there are 

different ways to manage and to evaluate these risks. 

Some companies see reputation-related risks as one of the 

greatest concerns while others prioritize economic risks.

 

MO: In most cases, large companies will have more advanced 

policies and processes since they have faced bigger issues. 

However, smaller companies see what happens to larger 

players in the media, so they learn the needed lessons to 

avoid finding themselves in a situation they cannot handle. 

Q: How can ERM help clients throughout the whole life 

cycle of their projects?

MO: ERM sees impact assessments as an iterative process, 

making it better to carry them out during the initial phases 

of a project. These assessments should influence the design 

of a project. I have seen companies turning away from their 

original path and building longer pipelines to avoid specific 

social or cultural heritage issues. This means that projects 

might drastically change but will be ultimately completed, 

as opposed to not happening at all. ERM has a group 

within the company that follows the whole lifecycle of a 

project, from the design stage up to abandonment. After 

all, the dismantling of an operation has other social and 

environmental impacts. What happens to 15,000 workers 

when a project ends? We help clients understand this sort of 

impact and guide them on the relevant mitigation methods. 

At this stage, we are also evaluating social and environmental 

impacts, but there are a lot of other risks that will come up 

as time passes. For example, HR and safety processes will 

be imperative for avoiding accidents in new operations. To 

cover this area, we just acquired a boutique company from 

Norway that specializes in safety. In addition, we have a solid 

team that is specialized in general safety for the oil and gas 

industry. We are looking forward to seeing how the industry 

will evolve and how ERM can support its clients.

Calle 33A S/N entre Calle 64 y Calle 66, Colonia Fátima, Ciudad del Carmen, Campeche C.P. 24110 Tel.: +52 (938) 131-0093 +52 (938) 131-0094

Servicios y Asistencia Técnica para la Industria del Petróleo

www.asispet.com

Asistencia técnica para la industria petrolera, principalmente 
en las actividades de producción, compresión, transporte y 
distribución de hidrocarburos en instalaciones terrestres y costa 
afuera.

Experiencia
Más de 30 años de experiencia en instalaciones de producción, 
con más de 140 profesionales de diversas especialidades.

Calidad
Brindamos servicios de alta calidad, apegados a la normatividad 
vigente en materia de seguridad y protección ambiental.
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The new laws state that only companies incorporated 

in Mexico can be awarded new contracts. Yet, there are 

many different types of entities that can be incorporated 

depending on a series of factors, including country of 

origin. These factors drive the decisions regarding which 

type of entity to legally use in Mexico, which in turn 

defines the tax planning, exit strategy, and the possibility 

of attracting investment in the future. We are now mostly 

being contacted by companies looking to set up operations 

in Mexico for the first time. We are focusing on helping 

them understand the new rules that they have to play by, 

including the new Hydrocarbons Law, taxes, setting up 

offices, hiring personnel, and other such matters. These 

companies want to be ready and settled here by the 

time they are awarded projects. It is important to bear in 

mind that Thompson & Knight has had clients engaged in 

this process for the past ten years. Some clients started 

participating though ISCs while they waited for this 

Q: What are the main risks for companies that want to be 

the first in the market as the Energy Reform unfolds? 

A: The biggest risk is posed by the short timespan in 

which the Energy Reform is being implemented. The first 

companies coming in will have to test drive the operating 

and legal frameworks, which involves a certain amount 

of risk. The new legal framework sets a good foundation 

but it is not perfect and the processes will evolve along 

the way. There are many aspects of the new laws that 

incite concerns as to how practical issues will be resolved. 

Another risk involves the significant role that the law 

prescribes for governmental supervision. Companies will 

have to deal with CNH, SENER, the Treasury, PEMEX, 

ASEA, as well as the Mexican Petroleum Fund. Moreover, 

these government entities do not seem to have enough 

staff to deal with the 169 blocks that may be tendered. 

There will be growing pains for the first private players to 

come in.

| VIEW FROM THE TOP

BREAKDOWN OF 
RISKS FACING PRIVATE 
MARKET ENTRANTS   
GABRIEL RUIZ ROCHA
Partner at Thompson & Knight 

GENERAL INFORMATION

Region South Region

State Tabasco

Asset Cinco Presidentes

Area 10.6km2

Gravity main field 39°API

Accumulated oil production 0.019MMb

| CALICANTO

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.2 0.2 0.2

gas (bcf) 0.1 0.1 0.1

Original volume in place
oil (MMb) 0.6 0.6 0.6

gas (bcf) 0.3 0.3 0.3

Recovery factor 
oil 35.9% 35.9% 35.9%

gas 35.5% 35.5% 35.5%
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moment, while others stood by until now. On another note, 

some companies feel that they are already late by coming 

here for Round One, but that is not the case. 

Q: What concerns do international companies have about 

partnering with a local Mexican company?

A: Some companies have the notion that a local partner 

may add value with respect to local requirements, be 

it permits, community relations, accessibility, or local 

contacts with service providers and government entities. 

On the other hand, foreign players are also concerned that 

local companies may not have the financial capabilities to 

keep up with the expenses that will be required for the 

development of large projects. We have to keep in mind 

that the agreements will not be similar to the previously 

held integrated service contracts (ISCs), but will rather be 

contracts in which all of the risk will be assumed by the 

contractor, licensee, or the production-sharing agreement 

holder. This poses a lot more risk than there was before. 

Q: What is your perspective on what will happen with the 

migration from ISCs to new contracting regimes?

A: This migration process is a big challenge for PEMEX and 

for the government. The first 11 contracts were migrated in 

December 2014 but, technically, there was no migration. It 

was more like the termination of an existing contract and 

signing of a new one. Issues may arise since the migration 

needs to be carried out with the full agreement of both 

parties. Moreover, since the Hydrocarbon Revenue Law 

establishes changes to PEMEX’s tax regime for ISCs, 

maintaining the ISCs under the same terms may not be as 

favorable for PEMEX or for the contractor. This process will 

be difficult as it involves 22 individual contracts. It entails a 

complex negotiation process that considers many different 

financial terms. Before the migration happens, PEMEX will 

need to pay outstanding amounts for services that have 

already been performed but have not been paid for yet. 

  

Q: What are Thompson & Knight’s main concerns 

regarding the new operating and regulatory frameworks?

A: Our main concern is that this once-in-a-lifetime 

opportunity to change Mexico’s oil and gas industry will 

go to waste due to a critical error being made during the 

staggering number of processes being reworked. In the end, 

the key will be to provide enough certainty and a fair playing 

field for all where no company gets special treatment. 

As long as those principles are met by the organizations 

involved, success can be reached. If that does not happen, 

issues with specific projects will emerge and companies 

will use the contract terms that allow for dispute resolution. 

Another consequence could be less participation in the 

bidding rounds. Everything must run smoothly so that large 

investments and large risk commitments in the following 

bidding rounds are not discouraged. 

GENERAL INFORMATION

Region South Region

State Chiapas

Asset Macuspana-Muspac

Area 58.0km2

Gravity main field 57.0°API

Accumulated oil production 0.20MMb

| CATEDRAL

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.1 0.1 0.1

gas (bcf) 3.6 3.6 3.6

Original volume in place
oil (MMb) 36.9 36.9 36.9

gas (bcf) 717.0 717.0 717.0

Recovery factor 
oil 54.4% 54.4% 54.4%

gas 70.3% 70.3% 70.3%
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GENERAL INFORMATION

Region South Region

State Tabasco

Asset Macuspana-Muspac

Area 22.0km2

Gravity main field 53.0°API

Accumulated oil production 0.211MMb

| FORTUNA NACIONAL

we have seen potential in hundreds of wells. This success 

gives us a great opportunity to provide additional product 

and service lines to PEMEX and other operators in Mexico. 

Sertecpet’s technologies can facilitate the reduction of 

production costs, a vital area given the current oil price 

environment, while also helping to increase production.  

Q: What are your ambitions to expand the range of your 

activities in the Mexican market?

A: As a result of the Energy Reform, we are investing 

substantially in Mexico. We are designing new industrial 

facilities from where we can run our operations and strengthen 

our presence with PEMEX and beyond. Tests and production 

on abandoned wells in mature fields, as well as tests on recently 

drilled wells, only represent one line of business. Sertecpet has 

eight lines of business that we want to incorporate into PEMEX, 

including engineering, procurement, onshore and offshore 

construction services, reservoir analysis, and the renting 

Q: How did the deployment of the Jet Claw Pump System 

at Muspac and Cinco Presidentes help Sertecpet make a 

name for itself in Mexico? 

A: Sertecpet first established itself in Mexico in 2007, 

with the view of replicating the success we have seen in 

Latin America and the Middle East. Since then, PEMEX 

has been an important customer to which we have had 

a chance to contribute significant added value. Most 

of our technologies are focused on well stimulation and 

our products were certified by PEMEX after passing its 

technological test. At our own expense, we demonstrated 

the accuracy of our technologies, especially the Jet Claw 

Pump System, our software, our downhole tools, and our 

MTUs. We started the test with a number of closed wells, 

which are now producing over 7,000b/d. Sertecpet has the 

ambition to contribute more meaningfully and aggressively 

to PEMEX in the future. In particular, we will continue to 

work on the Muspac and Cinco Presidentes assets, where 

| VIEW FROM THE TOP

PROVEN TECHNOLOGICAL 
AND OPERATIONAL SUCCESS 
IN MATURE FIELDS   
EDUARDO LÓPEZ
President and CEO of Sertecpet

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.1 0.1

gas (bcf) 0.1 0.8 0.8

Original volume in place
oil (MMb) 6.0 7.3 7.3

gas (bcf) 55.9 62.1 62.1

Recovery factor 
oil 29.1% 29.7% 29.7%

gas 29.2% 30.3% 30.3%
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GENERAL INFORMATION

Region South Region

State Chiapas

Asset Macuspana-Muspac

Area 21.2km2

Gravity main field 35.3°API

Accumulated oil production 0.028MMb

| MALVA

of quick-installation equipment for areas that do not have 

production facilities. We are also interested in participating in 

PEMEX’s farm-outs. For this reason, we are seeking strategic 

partners as, depending on the size of the field and the 

investment needed, we can enter alone or in association. We 

have acquired experience over the years in Ecuador, where we 

operate the Pacoa mature field with Montecz and Edinpetrol, 

and the Libertador mature field with Tecpetrol and Canacol. 

Our growth projections are very aggressive. In Peru, Sertecpet 

has participated in offshore projects for production testing, 

developed basic and conceptual engineering for gigantic 

reservoir projects, and carried out full EPC projects in the 

Peruvian forest. This gives us a good backdrop to build on 

in Mexico, either by bringing in strategic partners to operate 

fields or by adding value through transfers of technology, 

job creation, and wealth generation. Due to our experience, 

we mainly want to focus on mature fields, where we have the 

right technology, experience, and credentials to participate. 

However, we are only aiming to participate in Round Two, as 

we want to observe the development of the industry more 

objectively and ascertain who the perfect allies would be. 

Q: How will your international experience help you to be 

awarded contracts in Mexico?

A: Sertecpet has a well-structured assessment model, which 

it always implements in every market, including Mexico. It 

is based on four pillars. First, Sertecpet assesses the legal 

and regulatory framework and the contracts to ensure that 

we comply with all the requirements and conditions set by 

a country. Second, we ensure technical compliance, which 

is our strongest area. It involves Sertecpet carrying out 

an assessment of the potential of the fields and reservoirs 

involved, based on our engineering experience, our software, 

and our knowhow. The third pillar is financial evaluation, 

which compares the likely returns against the initial and 

ongoing investments as well as assessing Sertecpet’s 

exposure level. The final pillar is impact, where we combine 

all our evaluations to come up with a winning proposal. This 

is a very transparent process that can secure contracts for 

us in Mexico as it has in other parts of the world. 

Q: How will Sertecpet comply with Mexico’s environmental 

and safety standards, enforced through the new regulator 

ASEA?

A: Our internal standards and our integrated quality system 

are very solid in terms of safety, occupational health, and 

environmental protection. Before providing our services 

and technologies to operating wells, we need to comply 

with PEMEX’s Annex S, which deals with the environmental, 

health, and occupational safety within the NOC’s activities. 

Additionally, Sertecpet has experience working in certain 

fields as a member of a consortium. Therefore, we are 

experienced in individual compliance as well as in collective 

compliance in terms of field management.

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.2 0.2 0.2

gas (bcf) 1.5 1.5 1.5

Original volume in place
oil (MMb) 13.2 13.2 13.2

gas (bcf) 85.8 85.8 85.8

Recovery factor 
oil 22.6% 22.6% 22.6%

gas 31.7% 31.7% 31.7%
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GENERAL INFORMATION

Region South Region

State Tabasco

Asset Bellota-Jujo

Area 21.9km2

Gravity main field 36.5°API

Accumulated oil production 0.0MMb

| MAYACASTE

INCREASING THE RECOVERY 
FACTOR IN ONSHORE FIELDS
Any newly minted service provider seeking to swim in the 

crowded waters of the Mexican oil and gas sector may 

struggle to get noticed by the top operators. However, if 

said provider can precisely define how it seeks to enter 

these operators’ supply chains while offering hand-

picked services, it can go a long way toward overcoming 

this obstacle. This is precisely the path chosen by Tekna 

Services in 2013, when it settled on a services portfolio 

focused on technologies needed to increase hydrocarbon 

recovery in producing fields. Furthermore, as a fully 

Mexican company, it takes pride in offering an array of 

services provided by US and Canadian partners. 

César Ruiz López, Director General of Tekna Services, 

says that the company’s focus is to bring in innovative 

technologies that can optimize production, which are not 

available in the Mexican market. “While there are many 

service companies that have been providing a wide range 

of solutions to the Mexican oil and gas industry for years, 

they lack the capabilities to deliver high-end technologies 

to all of the country’s oil regions. Many technologies for 

horizontal wells, shale production, and deepwater assets 

are not available here although they are used in many 

parts of the world,” he states. This situation has many 

foreign firms looking for ways to deal with this obstacle, 

preferably with a partner that can make up for these 

technological deficiencies. This, coupled with the local 

content requirements prescribed by the Energy Reform, 

means that Tekna Services expects to see strong demand 

for its services. “Newcomers will be very interested in 

nationalizing their services, and we plan to be there to guide 

them through the process.” One truth is that its immediate 

future may lie in the hands of clients other than PEMEX. 

“Unfortunately, PEMEX’s recent internal changes have not 

made it easy for it to develop its already producing assets. 

While we are working with PEMEX at Cinco Presidentes 

and Samaria-Luna, we expect our activities to become 

primarily focused on private sector demand. Therefore, 

we are looking at significant opportunities in marginal 

fields with companies that need solutions to efficiently 

and optimally manage production. As for PEMEX, it will 

continue restructuring itself and adapting into its new role 

throughout 2015, so we expect that we can establish an 

alliance to further offer our services to PEMEX in 2016,” 

explains Ruiz López. Moreover, the company is in talks 

with PEMEX concerning a plan to optimize hydrocarbon 

transportation in the Cacalilao-Madero pipeline. 

Tekna Services has already begun working with Petrofac at 

the Sánchez Magallanes block, with the British leader also 

considering which of Tekna Services’ technologies would be 

most suitable for use at the Pánuco and Santuario blocks. 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 3.7 7.7 7.7

gas (bcf) 1.5 3.1 3.1

Original volume in place
oil (MMb) 14.4 29.6 29.6

gas (bcf) 5.4 11.1 11.1

Recovery factor 
oil 12.4% 26.0% 26.0%

gas 13.6% 28.3% 28.3%

Source: CNH
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GENERAL INFORMATION

Region South Region

State Chiapas

Asset Macuspana-Muspac

Area 27.7km2

Gravity main field 49.7°API

Accumulated oil production 0.346MMb

| MUNDO NUEVO

“Newcomers will be very interested in nationalizing their 

services, and we plan to be there and ready to guide them 

through the process”

César Ruiz López, Director General of Tekna Services

Similarly, Monclova Pirineos Gas has requested certain 

technologies for its ongoing developments at Tierra Blanca. 

Paired to this, Tekna Services is finalizing a partnership to bid 

on the upcoming blocks that will be offered in Chicontepec. 

Should this partnership succeed, Ruiz López says his 

firm will be in charge of field management, integrated 

services, and EOR/IOR technology implementation, while 

also supervising infrastructure in terms of environmental 

standards and handling water treatment activities. Beyond 

a well-defined service portfolio, Tekna Services believes 

that optimization is one of its critical success factors. 

“While many may say that more equipment is needed in 

order to increase or improve production, we believe that 

focusing on optimizing already existing infrastructure is 

the key to significantly improving processes,” says Ruiz 

López. “By tackling the root problem, such as a reservoir, 

we are able to streamline solutions to successfully optimize 

processes and thus increase operational productivity. 

Whether the problem concerns heavy and extra-heavy oil 

reservoirs, or condensate and water intrusions, solutions 

exist out there to deal with such issues.” Given the wide 

range of technologies that Tekna Services can tap into to 

handle these types of complications, the company relays 

its assessment to clients in order to guide them toward 

choosing the most adequate solution. Beyond seeing 

an increase in productivity as a cost-saving process, the 

company focuses on finding the right solution to optimize 

productivity first, given the long-term gain this constitutes 

for any given company.

With Round One in full swing, Ruiz López expects that 

his technology-driven services will become increasingly 

attractive. Tekna Services is already busy approaching 

companies that are participating, or are expected to 

participate in Round One. “Our services could be very 

useful for companies like Grupo Diavaz, Grupo Mexico, 

or Grupo Carso, which will require a strong partner that 

they can rely on as they venture into upcoming tenders. 

Paired to this, we are present in the North Region, all the 

way from Burgos to Poza Rica, and we cover the South 

and Marine Regions around Villahermosa and Ciudad del 

Carmen. We plan to be the reference for highly specialized 

technological solutions in the country’s new environment,” 

proudly concludes Ruiz López. 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.3 0.3 0.3

gas (bcf) 4.2 4.2 4.2

Original volume in place
oil (MMb) 86.0 86.0 86.0

gas (bcf) 572.3 572.3 572.3

Recovery factor 
oil 40.5% 40.5% 40.5%

gas 56.8% 56.8% 56.8%

Source: CNH
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GENERAL INFORMATION

Region South Region

State Tabasco

Asset Bellota-Jujo

Area 17.0km2

Gravity main field 35.0°API

Accumulated oil production 0.001MMb

| PARAÍSO

CHEMICAL SOLUTIONS WITH 
LOW ENVIRONMENTAL IMPACT 
AkzoNobel Surface Chemistry, a business unit of AkzoNobel, 

has become ubiquitous in the oil and gas industry for 

its dependable specialty chemicals. This reliability has 

been acquired by the firm thanks to plenty of expertise in 

the oilfield sector, where it helps to enhance production, 

drilling, and well stimulation. It couples this expertise 

with a broad product portfolio that allows customers to 

choose the solutions that best fit their specific needs and 

situations. One of AkzoNobel’s priorities is to reduce the 

environmental impact of oilfield operations, a factor which 

is at the core of its R&D strategy. The company’s principal 

R&D aim is to replace toxic chemicals currently used in the 

sector with more benign materials, or to come up with more 

environmentally friendly versions of its current products. 

AkzoNobel’s product line for the production stage currently 

includes demulsifiers, corrosion inhibitors, scale inhibitors, 

paraffin control solutions, biocides, water clarifiers and 

deoilers, asphaltene inhibitors, and foamers. 

The production, separation, and purification of crude oil 

all involve complex tasks that need to be done safely, 

quickly, and economically. To aid in these processes, which 

production teams face on a daily basis, AkzoNobel has 

developed an extensive range of solutions. For example, 

the most common treatment to help break emulsions is 

the addition of formulated chemical demulsifiers. These 

chemical additives are usually injected at the wellhead to 

achieve adequate mixing prior to reaching the separator, 

enabling the demulsifier to reach the target interface and 

function effectively. The stability of an emulsion is unique to 

each reservoir, and may vary from well to well. As such, it is 

necessary to develop demulsifier blends specifically targeted 

at the fluids being produced. One of AkzoNobel’s products, 

the Witbreak™ demulsifier line, should be considered 

as concentrated raw materials or intermediates for the 

preparation and/or formulation of oilfield demulsifiers and 

dehydrating chemicals. 

AkzoNobel Surface Chemistry has also developed a broad 

range of products that can be used to tackle two types of 

oilfield corrosion: sweet corrosion and sour corrosion. Its 

products can provide corrosion inhibition in a variety of 

forms, including oil-soluble, oil soluble/water-dispersible, 

and water soluble. AkzoNobel’s teams have assessed 

the performance of its wide range of specialized scale 

inhibitors that allow the treatment of all common scales 

in a range of production conditions, and under a series of 

standard conditions to give indicative performance, as well 

as providing indicative physical property characteristics for 

these materials. This has allowed the company’s portfolio 

to include green products made using its patented hybrid 

technology platform. Another common issue that AkzoNobel 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 12.3 13.9

gas (bcf) 0.0 6.8 7.7

Original volume in place
oil (MMb) 64.9 64.9 77.6

gas (bcf) 35.7 35.7 42.7

Recovery factor 
oil 0.1% 16.0% 18.1%

gas 0.1% 16.0% 18.1%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)
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| SECADERO

seeks to counter are the paraffins which are naturally found 

and are completely soluble in most hydrocarbons under 

pristine reservoir conditions. The main problem with paraffin 

deposits is the way they affect fluid production rates by 

restricting the flow of hydrocarbons in the near-wellbore. 

Additionally, paraffinic crystallites can increase the viscosity 

of the fluids if precipitated in the bulk hydrocarbon, reducing 

pipeline throughput. In the worst-case scenario, the growth 

and fuse of paraffin crystals can lead to wax gelling, which 

makes it impossible to reinitiate fluid flow. To counter this, 

AkzoNobel has developed high-performance additives that 

help with any type of paraffinic crude and condensate, 

either in paraffin remediation or continuous treatment 

regimes. For instance, it provides paraffin dispersants that 

are used either in solvent treatments of existing deposits, or 

through continuous application to keep paraffin crystallites 

suspended in the crude and flushed out of the system. 

Paraffin inhibitors are oil-soluble polymers that reduce the 

creation temperature of the cloud point, therefore inhibiting 

the formation of paraffin deposits. Finally, pour-point 

depressants are used to limit wax gelling by interfering with 

the crystallization process and keeping the bulk fluid mobile. 

Another complication common to the production process 

comes from asphaltenes. These make up some of the highest 

molecular weight organic fractions found in crude oil, and 

the specific structure of asphaltenes varies across different 

types of crude. While the presence of asphaltic components 

does not necessarily cause problems, their precipitation can 

destabilize the oil. When non-chemical techniques fail in 

solving an issue with asphaltene, chemical inhibitors need 

to be used. 

AkzoNobel also offers solutions for drilling applications. 

Drilling fluids naturally play a crucial role in a successful 

drilling operation. Their primary application is to carry the 

rock cuttings to the surface and out of the well in order to 

prevent these from clogging the drill bit. However, drilling 

fluids have more critical functions, such as controlling 

formation pressure, maintaining wellbore stability, cooling 

and lubricating the drill bit, and minimizing formation 

damage, among others. Drilling fluids fall into two main 

categories: water-based muds (WBMs) and oil-based muds 

(OBMs), although synthetic-based drilling fluids (SBMs) are 

now being developed. These usually contain a sacrificial 

chemical link to encourage biodegradation, thus becoming 

widely used in environmentally sensitive areas. AkzoNobel 

provides a variety of additives to enhance the performance 

of WBMs and OBMs in a variety of filed conditions. Many of 

the additives the company produces are components that 

can be built into the emulsifier package, which stabilizes 

the internal aqueous phase, develops fluid rheology, and 

prevents fluid loss. Other additives include cleaners, foamers, 

wetting agents, and dispersants that help the main fluid 

retain its ideal performance levels. They can also be used 

in post-drilling additives to leave the wellbore clean and 

ready for initial production. In extension of these additives, 

AkzoNobel’s WBM solutions are becoming increasingly 

popular. Due to the industry’s increasing operations in 

high-temperature reservoirs, WBMs have been reexamined 

in order to perform under such conditions. As such, 

AkzoNobel’s water soluble polymers are designed to be 

used as deflocculants, stabilizing the drilling fluid’s flow as 

temperature and pressure conditions change. 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 0.2 0.2 0.2

Original volume in place
oil (MMb) 6.9 6.9 6.9

gas (bcf) 17.3 17.3 17.3

Recovery factor 
oil 39.7% 39.7% 39.7%

gas 29.5% 29.5% 29.5%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)



194

GENERAL INFORMATION

Region South Region

State Tabasco

Asset Bellota-Jujo

Area 27.5km2

Gravity main field 33.0°API

Accumulated oil production 0.013MMb

| TAJÓN

that is unprecedented in Mexico. Our compression-exclusive 

jack-up will be handling production from Cantarell and is 

expected to compress more than 200mcf/d. This project 

proves our capability to deliver solutions that are driven 

by constant innovation and strong worldwide partnerships. 

At the same time, we have continued to deliver onshore 

compression solutions while keeping a strong presence in 

mature fields through jet foam injection and air injection. 

Nuvoil carried out the first air injection project in Mexican 

history and we now stand ready to become leaders in this 

state-of-the-art solution for marginal and mature fields. 

Given that these fields will see PEMEX inject air into its 

wells for the first time, these projects will play an important 

role in the company’s overall portfolio. We will initially 

be delivering these solutions in the South Region, close 

to the Cárdenas field. In addition, we are also looking at 

business opportunities in the installation of subsea lines for 

well pumping stations that will be connected to offshore 

Q: How has Nuvoil evolved along with the Mexican oil and 

gas market over the last year?   

A: Our growth targets are in line with our specialty business 

lines which has led us to increase our participation in 

secondary recovery and compression services. Nuvoil 

has grown significantly through its projects with PEMEX 

and other important oil and gas participants. We have 

also boosted our capabilities by consolidating a strong 

partnership with Enerflex, a leading Canadian product 

and services supplier. After Enerflex acquired Valerus, our 

previous compression solutions partner, we embarked on 

this new relationship to cater to our projects in Mexico. All 

in all, compression activities have been our most important 

business line in the past year. We recently began working 

arduously on various offshore compression projects and are 

proud to highlight that our work in offshore compression 

is helping to significantly reduce gas flaring. We have 

proposed a very ambitious offshore compression project 

| VIEW FROM THE TOP

COMPRESSION SOLUTIONS 
EXPERTS ROLLING OUT    
NEW TECHNOLOGY   
MARIANO HERNÁNDEZ
Director General of Nuvoil

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 1.2 3.5 3.5

gas (bcf) 0.6 1.6 1.6

Original volume in place
oil (MMb) 78.0 651.6 651.6

gas (bcf) 50.8 424.3 424.3

Recovery factor 
oil 0.4% 0.7% 0.7%

gas 0.3% 0.6% 0.6%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)
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| TOPÉN

configurations. We are currently in the engineering phase 

and we hope to cater to PEMEX and other players with 

highly advanced solutions in this segment. Nuvoil has set 

another target: winning its first contract outside of Mexico. 

We are aiming to take our portfolio to new markets so that 

we can continue our growth as a strong solutions provider 

for key oil and gas industry stakeholders. We are already 

participating in bidding processes in Venezuela and Cuba, 

and we hope to tap into other countries in the Americas 

over the coming years. Our main goal is to deliver our in-

house technologies to these countries, becoming a world-

class provider of compression and enhanced oil recovery 

solutions.

Q: What differentiates your services from those provided 

by your competitors in the Mexican oil and gas industry?

A: It is very important to highlight that we do not offer 

products but particular case-specific solutions. If a 

project requires a given service, we will naturally offer 

it, but our main objective is to exceed a given contract’s 

requirements. For example, Nuvoil included telemetry in 

its services to PEMEX from the very first contracts it had 

with the NOC even though this was not required. PEMEX 

was not fully aware of the importance of telemetry at the 

time but we included this all the same. We offer services 

like these whether our client asks for them or not, which 

puts Nuvoil at a competitive advantage.

Q: What are the pillars of Nuvoil’s future competitiveness?

The Mexican Institute of Competitiveness (IMCO) defines 

competitiveness as having two essential components: 

retaining talent and attracting investment. If a company is 

able to dominate these two areas, that is, become an excellent 

choice for employees and seize investment opportunities, 

competitiveness will come naturally. Our well-structured 

management model will put us at the forefront as the Energy 

Reform is being implemented. Given that competitiveness 

will be crucial in Mexico’s reshaped industry, we have decided 

to base Nuvoil’s corporate structure on taking care of our 

workers, providers, clients, stockholders, the government, 

and of course, the community and the environment. In doing 

this, we are confident that we will be able to grow sustainably 

over the coming years. In addition, we are dedicating 

ourselves to finding Mexico’s most talented individuals. Even 

though Mexico’s private industry and academic institutions 

have not historically done well in preparing individuals for 

specialized positions, we believe that this is changing as a 

result of the Energy Reform. Finding and retaining talent will 

be pivotal in Nuvoil’s strategy since we know that highly-

skilled individuals with the right expertise are scarce in the 

oil and gas industry. Given that PEMEX has most of the 

country’s well-trained oil and gas workers, we are looking at 

the possibility of luring PEMEX experts from different fields 

of the oil and gas industry. If we stick to the idea of promoting 

competitiveness, attracting new talent will not be so difficult. 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.9 0.9 0.9

gas (bcf) 2.6 2.6 2.6

Original volume in place
oil (MMb) 40.4 40.4 40.4

gas (bcf) 72.4 72.4 72.4

Recovery factor 
oil 20.9% 20.9% 20.9%

gas 30.0% 30.0% 30.0%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)
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| ANÁHUAC

Q: How does your electric motor-driven compressor 

technology withmagnetic bearings differ from alternatives? 

A: There are important advantages and benefits offered 

by our oil-free compression systems (HOFIM) when 

using electric motor-driven compressors equipped with 

magnetic bearings. These include lower maintenance costs, 

zero emissions, the lowest noise levels, higher availability 

and reliability, the possibility of remote and unmanned 

operations, low weight, and thermal efficiency of about 

44% versus 35% when using gas turbine applications from 

other brands,

Q: What complementarities exist between MAN’s 

innovation in EOR solutions and the production challenges 

faced in Mexico’s mature fields? 

A: MAN is ready to combine existing and state-of-the art-

technologies to cater to the challenges of Mexican fields. 

For example, methods of introducing nitrogen under 

Q: What niches of the oil and gas sector are most aligned 

with MAN Diesel & Turbo’s strengths? 

A: MAN provides compressors, expanders, and turbines for 

different industries, including the oil and gas sector where 

they find many applications. The company manufactures 

all compressors and turbines used in Mexico to separate 

nitrogen from atmospheric air and to compress the 

nitrogen before transportation and injection into oil 

reservoirs as part of PEMEX’s enhanced oil recovery (EOR) 

initiatives. However, our target is to continuously improve 

the performance and reliability of all our products. We 

have always approached this endeavor by investing 

significantly in trendsetting R&D activities, representing 

about 5% of the sales revenue of the whole MAN Group. As 

a result, we are able to offer cutting-edge technology and 

world-class components. Our production optimization and 

quality management systems form the core of our strategy 

to satisfy our customers’ demands.

| VIEW FROM THE TOP

ENHANCED OIL 
RECOVERY LEADER SETS 
SOLID FOUNDATIONS   
JAIME ZUBILLAGA 
General Manager of MAN Diesel & Turbo Mexico

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 13.3 66.7 203.3

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 38.9 194.7 588.9

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 2.3% 11.3% 34.5%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)
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| BENAVIDES

high pressure into oil fields can be used for EOR if there 

is insufficient gas available for reinjection. However, an air 

separation unit plant (ASU) is indispensable for obtaining 

nitrogen for such projects. To cater to this, MAN has 

developed its proven axial/radial main air compressor 

AR-MAX1 for ASU application, with a greatly improved 

robustness against all kinds of mechanical blade loads. 

The AR-MAX1 will also set a new record for the largest 

compressor built to date at the largest air separation unit 

in Secunda, South Africa. In the second example, MAN 

supplied the compressor units for the world’s first subsea 

gas compression station to be installed in Norway’s offshore 

Åsgard field. This will boost falling gas pressures from 

the Midgard and Mikkel satellite reservoirs, enabling the 

recovery of an additional 280 million boe. The compressor 

unit consists of a HOFIM type compressor and a customized 

electric engine, which includes magnetic bearings. 

  

Q: What is MAN’s competitive edge in providing 

production optimization solutions for offshore fields?  

A: Unlike its competition, MAN is a single provider of 

integrated solutions with outstanding efficiency levels. Our 

comprehensive engineering knowledge and our modern 

technology ensure that MAN products and services are always 

ideally suited to a customer’s needs. To help our customers 

maximize their oil production capacity, we provide offshore 

gas recompression trains, flare gas recovery and tank vapor 

recovery systems using dry screw compressors, total train 

capabilities, and local oilfield service personnel available in 

Mexico. In addition, we offer main propulsion engines for all 

types of vessels, complete propulsion equipment packages, 

including powerful and sturdy generators for diesel electric 

propulsion, and electric power generation for rigs. 

Q: How will the Energy Reform and the new opportunities 

it creates influence the role of the oil and gas industry in 

MAN’s Mexican portfolio?   

A: The presence of the Energy Reform will increase the number 

of projects but only those companies that can keep up with 

the times will fully benefit from this. In that sense, MAN Diesel 

& Turbo Mexico is making an effort to adapt to the changing 

requirements in Mexico with support from our headquarters 

in Germany. We are already strengthening our presence in 

the region by investing in new offices and additional Mexican 

personnel to serve Mexico, Central America, Venezuela, and 

the Caribbean. We are essentially laying the groundwork to 

capture energy opportunities that will arise in the medium 

term. For example, we can forecast that, a few years down the 

line, increased project activity will lead to higher demand for 

internal combustion engines and turbomachinery. Over that 

time, we will expand our local presence in Mexico through 

leading technology and efficient product lines. As the market 

continues to develop, MAN will have the manpower, the local 

knowhow, and the right equipment to thrive.  

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 20.4 26.1 32.0

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 168.8 179.6 190.4

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 66.5% 69.5% 72.6%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)



198

GENERAL INFORMATION

Region North Region

State Nuevo Leon

Asset Burgos

Area 16.1km2

Gravity main field --

Accumulated gas production 28.6bcf

| CALIBRADOR

of them give a complete service. Our objective is not only 

to deliver the tubular tools at the well site, but also to 

provide the specialized maintenance processes required 

for such tools, like welding, coating, and finishing. We offer 

this comprehensive maintenance service for both our tools 

and those of our customers. Our clients usually have a 

fixed stock of tools, but when the drilling operation is at 

its peak they are often overwhelmed. Taking care of these 

time and labor consuming activities is a burden for large 

companies, and we remove that burden. 

Q: How can SIIESA’s downhole tools help reduce risk 

during drilling operations?

A: Accidents that affect drilling operations occur mainly when 

companies do not pay enough attention to the quality of their 

tools. When sub-par tools are deployed, or if tools are being 

used for too long without maintenance, a drill string can get 

stuck or damaged. If this happens, the entire operation may 

Q: What market opportunities motivated the creation of 

SIIESA two years ago?   

A: The creation of Servicios Industriales de Ingeniería y 

Energía S.A. de C.V. (SIIESA) came in response to several 

factors, the main one being the approval of the Energy 

Reform. Although there are many Mexican suppliers and 

service providers in the oil and gas sector, we identified 

a niche opportunity in the supply of specialized drilling 

tools and services to PEMEX and international companies 

in Mexico

Q: Why did SIIESA decide to position itself in the tool 

rental business, instead of selling this type of equipment?

A: We made this decision for various reasons. Although 

selling specialized drilling tools is a good business, and 

many of our customers have been interested in buying 

them from us, that is not our niche. There are already 

companies in the market that sell these products, but few 

| VIEW FROM THE TOP

TUBULAR TOOLS REDUCE 
DOWNTIME ON RIGS   
LUIS ALFONSO GARRIDO LUTZOW
Director General of SIIESA

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 6.7 9.4 12.7

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 45.9 50.4 54.5

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 64.7% 69.6% 75.7%

Source: CNHSource: CNH
C-0112, Mexico Oil & Gas Review (2015)
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| CARRETAS

have to be stopped for several days. The costs of this downtime 

can run into the millions of dollars. In extreme cases, the drill 

string cannot be repaired and must be replaced. However, 

some companies continue to use these low-quality tools. If we 

see a tool that presents even the smallest risk of affecting a 

drill string or causing any other kind of accident, we replace it. 

This gives our customers peace of mind.  

Q: How can SIIESA stand out in this competitive market?

A: When a market is in crisis, good opportunities arise 

for companies that invest in training, certification, and 

quality. We see that as our best chance to stand out from 

our biggest competitors. Round One is introducing high 

quality standards for the country. We expect that when 

newcomers begin operations here, some of our direct 

competitors will struggle after not meeting the quality 

standards during audits by these companies. Fortunately, 

SIIESA has passed all audits that it has undergone to 

date. Our main supplier is a Houston-based company, 

Stabiltec, which is a leader in the manufacturing of state-

of-the-art downhole tools for the oil and gas industry. It is 

a globally recognized firm that buys high-quality steel in 

Germany and Italy, which is superior to the steel that most 

Chinese companies use, to manufacture downhole tools 

that are made according to API standards. Stabiltec offers 

downhole tools with a long lifespan at very competitive 

prices relative to the market average. 

Q: What strategy has SIIESA adopted in order to deal with 

the current market downturn?

A: The downturn over the last year has been dramatic as the 

number of wells being drilled has plummeted. Unfortunately, 

it will take longer for the market to recover than many had 

expected. It may well take two more years to return to the 

previous level of drilling activity. Our strategy in this situation 

is based on preparation, certification under ISO standards, 

social responsibility, and constantly developing and 

introducing new technologies. The Mexican market is large 

and there is enough work for all those who want to do things 

right. That is where we see the main opportunity.

Q: When do you expect SIIESA to start working with 

PEMEX directly?

A: This is something quite complicated. PEMEX has its own 

technical and economic reasons for tightening its belt, 

financially speaking. It now requires proven experience of 

at least three to five years for the majority of its service 

providers. In my opinion, this is a mistake because even if 

a company has no experience, its people can provide the 

necessary expertise. This requirement affects us as a new 

company and the scarce projects that are being announced 

leave us out. Therefore, we must proceed in partnership with 

other companies that have the minimum level of experience 

required. In this market, those who want to go it alone 

without seeking alliances will be in a delicate situation. 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 9.1 16.6 24.9

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 87.1 91.7 100.9

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 67.6% 75.0% 83.2%

Source: CNHSource: CNH
C-0112, Mexico Oil & Gas Review (2015)
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| DUNA

Our strategy is to partner up with these companies, so we 

are seeking to make many contacts and create business 

synergies. It is well-known that contacts mean a lot in 

Mexico, so we are trying to establish as many relationships 

as we can. Besides this, one of our biggest advantages is 

the high level of technological innovation in our portfolio of 

complementary products. Another benefit of contracting 

with us is the financing schemes that we can provide to our 

customers as we are strongly backed by financial institutions 

such as China Development Bank and Sinosure. This means 

that, even if our equipment is not the cheapest, we can 

help customers with excellent financial support. Right now, 

the Mexican market is dominated by American companies, 

but our equipment standards are similar, so the only way 

to surpass them is through attractive financial packages. I 

would even say that Chinese and Mexican business cultures 

are compatible so, in many ways, Mexican companies will 

find it easier to do business with us than with American firms.  

Q: What has been AHRT’s strategy in the Mexican oil 

market since it only recently entered the country? 

A: Our company had already provided two rigs to PEMEX 

in the past so we did not blindly enter this market. Even so, 

we did not have many contacts. Before coming to Mexico, 

we were working in other Latin American countries such as 

Venezuela. Unfortunately, the country’s political and economic 

landscape changed for the worse after the death of President 

Hugo Chávez. We started to look for new opportunities in 

countries with strong oil and gas markets, so we leapt at the 

chance to enter Mexico after the Energy Reform. It is evident 

that this country’s oil and gas industry is far more complex 

than that of Venezuela. In Venezuela, the government takes 

charge of almost all processes involved in the exploration, 

extraction, and refining of crude oil. In Mexico, the industry is 

far more dependent on private providers. However, while big 

players such as Halliburton, Schlumberger, and Weatherford 

are here, much of the sector is taken up by Mexican SMEs. 

| VIEW FROM THE TOP

CHINESE ONSHORE 
DRILLING RIG BUILDERS 
AIM FOR GROWTH   
SHUAI PAN 
Country Manager of AHRT

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 15.6 18.6 20.1

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 60.3 67.1 67.1

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 73.0% 77.5% 79.7%
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Source: CNH

C-0112, Mexico Oil & Gas Review (2015)
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Onsite Accommodation
and Operating Essentials

Q: How would you compare the technological standards 

of AHRT’s rigs to those of its competitors?

A: There are very few Tier 1 rig manufacturers in China and 

we are definitely among them. Our products have had a 

great impact, not only in our national industry, but in over 30 

markets globally, including Mexico, Canada, and the US. Our 

company has grown thanks to the positive results our rigs have 

delivered to customers worldwide. We sell drilling rigs that are 

suited for a number of applications, including truck-mounted 

rigs, offshore rigs, and skid-mounted rigs. Furthermore, our 

rigs will be perfect for certain parts of Mexico such as Tabasco 

and Campeche, which will be the first states AHRT will cover 

in the country. We are confident of securing a good market 

share as our rigs are as reliable as European or American 

ones. They also comply with API standards, and are available 

at competitive prices. AHRT specializes in onshore drilling 

rigs, so we are busy approaching all the companies that are 

potentially bidding for onshore oil fields. Our current priority is 

to approach medium-sized companies since big oil companies 

with larger budgets will enter the country later.

Q: How has the drop in oil prices impacted AHRT’s 

operations and what is the company doing to 

counterbalance this effect?

A: It has definitely impacted our operations as the drop in oil 

prices has forced big international oil companies to reduce 

their CAPEX; they are currently focusing on maximizing 

their assets rather than investing in new equipment. The 

good news is that, despite falling prices, companies will still 

invest in Mexico. Once Round One is completed, companies 

will need a wide array of exploration and production 

technologies, which is where our rigs and our financial 

capabilities will make a difference. Companies entering the 

Mexican oil and gas market will need partners that can help 

them obtain the fastest returns on their investments. This is 

why we are planning to build a warehouse in Villahermosa 

or Ciudad Del Carmen to better serve the Mexican market 

than from our current warehouse in Houston. 

Q: What role do you believe Mexico will play in AHRT’s 

global operations?   

A: Mexico will play a very important role in our global 

strategy, not only because of the potential of its market, 

but also because of its connectivity with the US and Latin 

American countries such as Venezuela and Colombia. 

We believe that, by establishing our operations in 

Mexico, we will then be able to easily spread into Central 

America. However, we have to be careful to manage our 

expectations. Regardless of the business opportunities 

created by the Energy Reform, the oil price has severely 

slowed down the sector, so we need to set our priorities. At 

the moment, our focus is to approach potential customers 

to show them the important benefits they would attain by 

contracting our services.

C-0112, Mexico Oil & Gas Review (2015)
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GENERAL INFORMATION

Region North Region

State Nuevo Leon

Asset Burgos

Area 29.8km2

Gravity main field --

Accumulated gas production 40.7bcf

| MAREÓGRAFO

analysis of Contempo’s supply chain means we ensure 

that our products reach consumers in a sustainable way. 

Contempo is seeking to further improve this process as we 

understand that sustainable production equals sustainable 

consumption. We are also investigating other certifications 

that our new potential clients will see as vital. However, 

besides this, our services will remain virtually the same. We 

will continue to provide balanced and nutritious food for 

oil and gas workers while rolling out new services, such as 

laundry, which we already provide in Central America. 

Q: What advantages will Contempo hold in the reformed 

Mexican oil and gas industry, given the additional 

competition it will face?  

A: Our greatest advantage is our human capital and we make 

great efforts to train our employees well. Our certifications 

would be worth nothing if we did not promote the right 

working culture and training for our people. We strive 

Q: How will Gastronómica Contempo expand its portfolio 

of products and services to suit the changing needs of the 

oil and gas sector after the Reform? 

A: After the liberalization of the energy sector, the foreign 

investors coming in will require a higher level of certification 

from their suppliers, which we will have to keep up with. To 

do so, Gastronómica Contempo (Contempo) will focus on 

its own sustainable development, such as gaining the ISO 

14000 certification for environmental management. This 

commitment to sustainable development is where we see 

our innovation taking place. We may be a food and beverage 

company but this does not mean we take a narrow approach 

to this industry. We are proud to carefully follow the entire 

product cycle, from farm to table, while striving to make 

the whole process sustainable. For example, we monitor 

every stage of the distribution process, and we even make 

sure that all the cleaning products we use do not pollute 

the air or water and are fully recyclable. This complete 

| VIEW FROM THE TOP

WELL-FED WORKERS      
ARE PRODUCTIVE 
WORKERS   
ALICIA CORONAS  
General Manager of Gastronómica Contempo 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 18.3 22.3 29.3

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 72.0 72.0 85.0

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 69.5% 74.2% 82.4%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)



203

GENERAL INFORMATION

Region North Region

State Nuevo Leon

Asset Burgos

Area 26.0km2

Gravity main field --

Accumulated gas production 106.4bcf

| PEÑA BLANCA

to build a good team of people who love what they do, 

which is reflected in the quality of the services we provide. 

Additionally, Contempo offers its customers the highest 

industry standards at a competitive price. We are able to do 

this because we tailor our products to best suit our customers’ 

needs and to avoid unnecessary costs. Our expansion in Latin 

America actually helps us to keep costs down because of the 

benefits associated with the organic growth of the company. 

Q: Do you plan to expand as the oil and gas industry 

reaches new geographic areas in Mexico?  

A: Hubs such as Ciudad del Carmen, Villahermosa, and 

Veracruz have captured most of our operations in the oil 

and gas sector, since the Mexican oil and gas industry has 

mainly focused on shallow water and onshore fields in the 

south. Naturally, it is to be expected that new companies 

will introduce technology that will enable the exploitation 

of the country’s deepwater reservoirs. Some of these new 

areas are currently being explored, and we are already 

seeking to expand our services there. Contempo will stand 

ready to supply prospective customers in deepwater and 

non-conventional areas.  

  

Q: Would this expansion require Contempo to expand its 

supplier base?    

A: In terms of procurement, we naturally need to plan 

ahead to provide all our services in different areas. From 

our central warehouse in Mexico City, we follow the entire 

supply chain for the products we provide. This ensures all 

products arrive at their destination in top condition. To 

further reduce costs, we have centralized our procurement 

activities, which will allow us to better select the local 

suppliers and pick those that we wish to see grow with us. 

We make sure that our suppliers operate to our highest 

quality standards and we support them in doing so.   

Q: What are the most challenging aspects of your 

operations?     

A: The oil and gas industry is complicated as the very 

nature of the work affects employees. Deployment times 

can be strenuous when staff members are working for 

three weeks and then have one week off. However, the 

nature of the work means that they must be focused and 

happy as they cannot leave. Unlike procurement which 

we have centralized, our staff are hired and trained in 

the region where they operate. Ensuring the well-being 

of our people is certainly our most critical challenge. 

Other challenges lie in the facts that we serve many 

industries, each customer has different needs, and prices 

can fluctuate widely. It is critical for us to know what our 

customers’ expectations are in order to provide them 

with the best possible service. We strive to provide good, 

balanced meals to all employees as a well-fed employee 

becomes a more productive team member. 

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 9.8 13.6 19.0

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 145.1 160.8 189.8

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 61.3% 63.2% 66.1%

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)



GENERAL INFORMATION

Region North Region

State Tamaulipas

Asset Burgos

Area 23.7km2

Gravity main field --

Accumulated gas production 15.9bcf

| RICOS

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 4.7 9.3 30.2

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 30.7 35.4 61.3

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 33.7% 41.2% 75.2%
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to be close to the places where forwarding occurs, including 

Nuevo Laredo, Manzanillo, and Veracruz, from where we 

can offer integral solutions to our customers. GPR can offer 

tranquility and comfort to companies that come from abroad 

and do not know the particularities of the Mexican market.

Q: What changes has the Energy Reform brought about in 

the safety sphere?   

A: Above all, it has brought us great expectations for 

growth. The Energy Reform will be a trigger for the 

economy, despite political overtones that could be seen as 

a barrier. The growth and diversification of the oil and gas 

sector will see a boom of companies that require security 

services at different scales, depending on the risk level and 

profile of the people coming in. We are prepared to offer 

both high-cost VIP security and low profile security. We can 

even integrate our services into a company’s day-to-day 

logistics while being practically invisible. Since the oil and 

Q: What has been the extent of GPR’s involvement in the 

Mexican oil and gas sector over the past few years?

A: GPR has four business areas, namely logistics security, 

electronic security, physical security, and personnel security, 

the latter of which has allowed us to participate in the oil 

and gas industry for clients such as Shell, BP, PEMEX, and 

CFE. For example, we have been providing Shell with a 

fixed service near Altamira and occasional personnel safety 

services across the Gulf of Mexico to Villahermosa. While we 

mostly provide personnel security services for Shell staff, we 

can also provide comprehensive solutions in case it needs to 

carry out an investigation or transfer goods. Our company 

has a strong organizational structure, with operational bases 

in Poza Rica and Coatzacoalcos, which allows us to provide 

our services to the entire oil and gas industry. In the rest of 

the country, GPR is present in the main spots of the so-called 

Golden Triangle, between Mexico City, Guadalajara, and 

Monterrey, as well as in Queretaro. These bases allow GPR 

| VIEW FROM THE TOP

SECURITY PROVIDER 
EXPANDS WHILE 
DELIVERING TRANQUILITY   
JOSÉ LUIS ALVARADO  
Director General of GPR Seguridad Privada

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)



GENERAL INFORMATION

Region North Region

State Nuevo Leon

Asset Burgos

Area 28.3km2

Gravity main field --

Accumulated gas production 20.6bcf

| SAN BERNARDO

CATEGORY HYDROCARBON RESERVES

IP 2P 3P

Reserves (January 1, 2014)
oil (MMb) 0.0 0.0 0.0

gas (bcf) 8.4 10.8 13.7

Original volume in place
oil (MMb) 0.0 0.0 0.0

gas (bcf) 39.3 43.2 48.3

Recovery factor 
oil 0.0% 0.0% 0.0%

gas 60.1% 65.1% 71.1%
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gas sector is opening up many possibilities, we will have to 

continue developing strategies to avoid attacks, robberies, 

kidnappings, or extortion of our clients’ personnel. 

Q: How would you assess the level of risk facing companies 

working in the Mexican oil and gas sector?  

A: This safety situation in Mexico is delicate due to the 

complexity of the country’s social and political spheres. 

There are security risks in Mexico, which is why many 

security companies are expanding to offer their services 

here. The level of risk for the oil and gas sector in Mexico is 

considerable since many oil fields are located in areas rife 

with organized crime. It is our duty to let companies know 

about these conditions and shield them against possible 

incidents. We do not confront organized crime but rather 

try to avoid it. For example, if insecurity is higher in Tampico 

than in Altamira, we advise that the staff be located in 

Altamira in order to avoid possible incidents. Aspects such 

as information analysis, safety planning, intelligence, and 

counterintelligence are fundamental to our job.  

  

Q: What are the particular challenges of security 

companies when dealing with the oil and gas industry?   

A: As locals and security experts, we are continuously learning 

as companies arrive from other countries. Our clients trust us 

to inform them about the country’s idiosyncrasies, cultural 

elements, and customs. All of these elements come into play, 

and, when fully understood, they allow companies to make 

more assertive decisions in terms of the safety of executives, 

their families, and their businesses. There are foreigners that 

are too afraid to work or invest in Mexico, which means that 

GPR takes on a great challenge in providing them with a 

feeling of tranquility. At first, many companies ask for more 

security than what is considered normal. After some time they 

realize that the situation is not as bad as they had perceived 

it, and their fear and distrust diminish. Ultimately, the hardest 

part of the job is to make people believe and trust in us as a 

security provider and leave everything in our hands.   

Q: How does GPR measure the ethics and reliability of its 

security staff?     

A: There are indicators we use to manage and control that 

aspect. We conduct periodic reviews that are known as 

trust certifications, consisting of socioeconomic studies 

and management of our internal ERP. These allow us to 

perfectly evaluate all our staff. GPR has around 1,000 

members in its staff, and we have their fingerprint records 

and their general information. This information is reviewed 

and verified every six months. If we detect something odd 

in the behavior of a staff member, such as someone living 

far beyond their declared means, measures are taken. 

Nevertheless, people are our main working tool, so their 

development and training as well as their financial and 

emotional stability are very important to us.

Source: CNH
C-0112, Mexico Oil & Gas Review (2015)



C-0112, Mexico Oil & Gas Review (2015)



D
E

E
P

W
A

T
E

R

Among Mexico’s new frontier areas, deepwaters spark a particular interest with PEMEX, the 

authorities, and the IOCs. The deepwaters area represents a crucial element in Mexico’s upstream 

future, and given that PEMEX has been the sole company involved in deepwater exploration to 

date, the country remains largely unexplored in comparison to the US Gulf of Mexico. Over 

the past decade, PEMEX has worked on expanding its knowledge of the country’s deepwater 

reservoirs, and the Energy Reform will finally allow it to share risk and access investment and 

technology by partnering with experienced IOCs. These collaborations will allow PEMEX to 

explore, develop, and produce in Mexico’s deepwater areas in the near future. 

Following successful exploratory drilling and the subsequent delineation activities in the Perdido 

Belt, PEMEX has a number of fields that are potential candidates for farm-outs, which are 

already attracting serious interest in the international oil and gas industry. This chapter focuses 

on the steps that PEMEX has taken to date, the challenges it has faced, the ones it will be 

facing to transform its deepwater investments into producing fields, and the contribution that 

IOCs, suppliers, and service providers can play in this process. Although PEMEX was awarded 

exploration acreage in Perdido, Holok, and Han, it is unlikely that the company will venture into 

these areas independently. Partnerships are now essential for reducing risk, sharing investment, 

and shortening the time to first oil in deepwater.

7
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wells in the Lakach area where half of our deepwater 

drilling fleet was dedicated to determining the natural 

gas production potential, while our other two rigs were 

exploring in Perdido, where they drilled the Maximino and 

Vasto delineation wells. This strategy is aimed at reducing 

risk ahead of the farm-outs. At the same time, we were 

unable to convert 3P reserves into probable or proven 

reserves. According to the guidelines for converting to 

2P reserves, we need to have a pre-approved financial 

development project. The only such project that is already 

approved is Lakach, where reserves have been converted 

into 2P. Trion, Exploratus, and Maximino are still at the 3P 

level but they will be transferred to 2P or even 1P once we 

complete the delineation and drill the first development 

wells.   

.

Q: What is the timeline for these first development wells 

to be drilled in Perdido?

A: Trion, Exploratus, and Maximino should be farmed out in 

June or July 2016. We expect to receive offers for the farm-

outs by January or February 2016 at the latest, which should 

include an initial commitment to start drilling in 2016. 

Q: How have Round Zero and Round One affected 

PEMEX’s deepwater exploration plans?

A: In the plan we had before Round Zero, we were to drill 

14 deepwater wells in 2015. We now have a reduced area 

in deepwater basins, meaning we will only drill seven wells 

there with the main objective of confirming the previously 

discovered areas in order to plan a potential farm-out in 

the future. We already have started drilling delineation 

wells for our deepwater fields so our priority is now to 

declare them commercially viable by ensuring they have 

materiality. This will make them be more attractive when 

we present them for farm-outs as the de-risking process 

will have been performed. As a result, we will get higher 

value expectations and therefore higher monetary offers, 

so we are working on making sure that our deepwater 

basins and fields have been properly de-risked.

Q: Is the drop in PEMEX’s reserves replacement rate from 

over 100% two years ago to 67% in the last two years 

explained by a shift in exploration focus to deepwater?   

A: We were focusing on our four deepwater drilling rigs. 

Last year, 25% of our efforts went toward development 

| VIEW FROM THE TOP

PEMEX PREPARES FOR 
DEEPWATER FARM-OUTS
GUSTAVO HERNANDEZ
Director General of PEMEX E&P 
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Q: What has been Schlumberger’s main contribution to PEMEX’s deepwater projects, 

and what have been the most important challenges that you have addressed?

A: Deepwater exploration projects require higher degrees of multidisciplinary 

integration, both in subsurface as well as surface activities, due to the level of 

financial and operational risk. These projects also require all involved parties to be 

fully integrated in the design, planning, and execution cycle. Our Geosolutions Center 

in Mexico has been working with PEMEX for the past few years in the advanced 

processing of acquired seismic information across the country, as this is the first 

step in prospect selection. Our leading technology portfolio has been extensively 

used in the modelling, drilling, and characterization phase of the project. We have 

been involved in the PEMEX workflow, from visualization to conceptualization and 

design. As part of the planning process, an extensive DWOP (Drill Well on Paper) exercise is carried out, with the 

involvement of all service providers, where all potential contingencies are reviewed and mitigation plans prepared. We 

regularly provide our input for operational planning to ensure the right technologies are considered and are available 

to overcome potential challenges. As we get in to the more complex sections of the wells, for example drilling through 

or below salt formations, there is close communication with all the players involved in the project. In deepwater 

projects it is critical to integrate with your customer, but also with the different service providers, in order to build one 

single team focused on planning for contingencies.

Arindam Bhattacharya, 
President of Mexico and Central 
America of Schlumberger
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Q: What would the perfect farm-out partner for Perdido 

bring to the table apart from capital?

A: Potential players would be those who have been 

producing in deepwater in the US. Perdido has synergies 

with the Great White block, which is operated by Shell for 

the consortium also including Chevron and BP. ExxonMobil 

has a project that is located just northeast of Perdido and 

BP has been allocated projects right on the trans-boundary 

area. At Chinook, BP also brought the first FPSO into the US 

Gulf. While we have these big players in mind, there are other 

potential partners. For example, Anadarko has just installed 

a spar in the Lucius field near the center of the Gulf. Such 

companies are performing well and can move faster than 

large IOCs due to a more rapid approval process. Anadarko, 

Noble Energy, and Cobalt are all companies that are well 

positioned to enter Mexican deepwaters and we are open to 

talk to all of them. Furthermore, the Mexican jurisdiction is 

a little easier to comply with than its US counterpart, which 

will encourage companies to invest here. The Great White 

field has been developed using a spar. We could use a spar, 

an FPSO, or both to develop the first three fields that will be 

farmed out, Trion, Exploratus, and Maximino, while we must 

also consider Supremus and Vasto. 

Q: Does PEMEX have the ambition to independently 

explore deepwater blocks that may be included in future 

licensing rounds?  

A: Exploring in deepwater is a risky business that nobody 

wants to do on their own. A single well can cost US$200 million 

so sharing the risk is always preferable. PEMEX previously 

operated alone in that scenario because it was the only 

operator by constitutional mandate. That is no longer the case 

so we have the chance to share the risks, and we will do so.  

Q: What is the target date for first production at Lakach?  

A: We expect first production at the end of next year, as all 

contracts have been approved by the board and awarded 

to the companies. We are building two pipelines to bring 

the natural gas to land and an onshore plant where liquids 

and gas will be separated. The construction of the plant is 

already in progress and the contract to build the subsea 

trees and the subsea infrastructure is being executed, so 

we are just waiting for the infrastructure to be finished. 

We have also finished the drilling of six development 

wells and are now waiting for the subsea trees to start the 

completion phase, before putting the gas into stream.

Q: Does this also means that two of your deepwater 

drilling rigs will be moved elsewhere?  

A: Yes, we would like to move those rigs to look for more oil, 

most likely in the Deep Coatzacoalcos area, which is in the 

eastern part of the Gulf and northwest of the Yucatan peninsula. 

There could well be some activity there as the big players are 

interested in this area, which according to CNH will be offered 

in the deepwater phase of Round One. They are attracted 

by the prospective resources that could be located there. 

The Coatzacoalcos Deep is also interesting because PEMEX 

did not focus its limited resources there prior to the Energy 

Reform. However, we will now add execution capacity in that 

area. Since the Reform, we have allocated semi-submersible 

rigs to the four deepwater areas: the Coatzacoalcos Deep, 

Perdido, the Mexican Ridges, and the gas basin.  

C-0112, Mexico Oil & Gas Review (2015)
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| ROUND ONE & DEEPWATER FIELDS
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| DEEPWATER EXPLORATION WELLS

1. Trion-1 

2. Trion-1DL 

3. Supremus-1 

4. Maximino-1 

5. Maximino-1DL

6. Exploratus-1 

7. PEP-1 

8. Vasto-1

9. Vespa-1 

10. Caxa-1 

11. Talipau-1 

12. Puskon-1 

13. Catamat-1 

14. Nat-1

15. Hem-1

16. Yoka-1 

17. Kunah-1DL 

18. Kunah-1 

19. Piklis-1DL 

20. Ahawbil-1 

21. Piklis-1 2010 

22. Labay-1 

23. Lakach-2 

24. Lakach-2DL 

25. Lakach-1 

26. Lakach-21 

27. Noxal-1 

28. Leek-1 

29. Nen-1 

30. Lalail-1 

31. Holok-1 

32. Chelem-1 

33. Kabilil-1 

34. Lakmay-1 

35. Tamha-1 

36. Chuktah-201 

37. Tamil-1 

38. Etbakel-1 

39. Nab-1 

40. Hux-1 
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BHP Billiton es una compañía global de recursos naturales con oficinas 
corporativas en Melbourne, Australia, y con presencia en 25 países. Su 
objetivo corporativo es crear valor a largo plazo para sus accionistas a 
través del descubrimiento, adquisición, desarrollo y comercialización de 
recursos naturales.
Nuestra estrategia es poseer y operar activos de procesos primarios, de gran tamaño, larga vida, bajo costo 
y con potencial de crecimiento, diversificados por producto, geografía y mercado.

www.bhpbilliton.com

Desempeño que genera valor
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BHP Billiton es una compañía global de recursos naturales con oficinas 
corporativas en Melbourne, Australia, y con presencia en 25 países. Su 
objetivo corporativo es crear valor a largo plazo para sus accionistas a 
través del descubrimiento, adquisición, desarrollo y comercialización de 
recursos naturales.
Nuestra estrategia es poseer y operar activos de procesos primarios, de gran tamaño, larga vida, bajo costo 
y con potencial de crecimiento, diversificados por producto, geografía y mercado.

www.bhpbilliton.com

Desempeño que genera valor

here. Paired with this, the major hydrocarbon discoveries 

in the Mexican Gulf not only amount to large quantities 

of reserves, but also exhibit great crude quality. Given the 

combination of these three factors, Seadrill has decided 

to venture strongly into Mexico. We aspire to be the most 

important partner in PEMEX’s drilling strategy and be ready 

when IOCs decide to tap into these offshore opportunities. 

Seadrill’s semi-submersible West Pegasus and its five 

jack-ups will allow us to work on PEMEX’s assets over 

the coming years. We hope to renew these contracts as 

the NOC strengthens its deepwater capabilities through 

2018-2020. We expect that PEMEX will continue to be 

our number one client in Mexico in the short and medium 

term. At the same time, given PEMEX’s restructuring, its 

new drilling division will be beneficial to the company as it 

will enable the NOC to handle drilling matters more quickly 

and efficiently. We expect to be working directly with it 

and replicate our success with PEMEX E&P.

.

Q: How are Seadrill’s targets changing as a result of 

PEMEX’s restructuring?

A: Our company’s new operational hub in Ciudad del Carmen 

opened in January 2015. That integrated center’s total 

investment will add up to US$10 million over the next six 

years and will be equipped with the necessary infrastructure 

to enhance our operations in Mexico. This is a clear example 

of Mexico’s importance in Seadrill’s global portfolio. We 

predicted we would have an excess capacity of 150% by 

January 2015, given that Ciudad del Carmen houses PEMEX’s 

hub for offshore operations. Our Ciudad del Carmen hub has 

six units and a twelve-rig capacity. We are already designing 

our units to be Mexico-friendly so we can cater to the 

specific conditions that characterize the country’s offshore 

oil regions. Paired with this, we have a real commitment to 

be part of the country’s development strategy. As of today, 

70% of our employees in Mexico are nationals, and we are 

working under a recently established agreement to increase 

this figure by 20% per year. In terms of our fleet, we are 

currently producing one drillship per quarter and that is 

set to continue over the next four years. Each drillship’s 

construction process takes about four years, so we are 

preparing ourselves for the long term.

Q: How has Seadrill’s relationship with PEMEX evolved 

since the company’s entry into the Mexican oil and gas 

industry?

A: In 2011, we purchased Sea Dragon, a Mexican company 

which had a drilling contract with PEMEX. We also started 

our deepwater drilling operations in the NOC’s assets with 

the West Pegasus semi-submersible. This was the first 

deepwater drilling rig in Mexico and it has been operating 

in the Perdido Fold Belt since it arrived. Even though there 

are three other deepwater drilling rigs operating in this 

segment, as of today, West Pegasus remains the leading 

driller in Mexico’s deepwater Gulf. With over 90% uptime, 

the reliability of this platform exceeds that of its competition, 

which stands at around 75%. By demonstrating our 

deepwater drilling capabilities, we have been able to develop 

our business relationship with PEMEX and were awarded five 

more contracts for jack-ups that are carrying out the NOC’s 

offshore activities, both in shallow waters and deepwater. 

These jack-ups were brought exclusively and directly from 

the shipyard to Mexico in a record-setting timeframe, while 

being brand new and adapted to PEMEX’s requirements. 

The jack-ups West Oberon, West Intrepid, West Defender, 

and West Courageous have been in place for a while, and 

the last jack-up, West Titania, arrived in August 2014. West 

Titania and West Oberon are state-of-the-art platforms with 

the latest technological capabilities, including cyber chairs, 

and all the hydraulic equipment necessary to drill down to 

9,150m. The other three can drill down to the same depth, 

but they are not equipped with the same technology as the 

previous two. Regardless, these jack-ups are all less than 

three years old. 

Q: What makes Mexico a hot location in Seadrill’s global 

portfolio and how will it evolve in future deepwater 

developments?

A: Mexico’s Energy Reform has evidently sparked global 

interest. While this is a critical aspect of Seadrill’s perspective 

on the Mexican oil and gas market, three other important 

factors should be highlighted. The economic stability 

that Mexico offers to companies such as ours is certainly 

an important factor that has attracted Seadrill. Similarly, 

the government’s foreign relations are very well aligned, 

thus facilitating the process for any foreign firm to come 
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Q: What will be the key drivers defining Total’s E&P 

strategy in Mexico, and what are the challenges ahead for 

PEMEX that Total can help to solve? 

A: One of the greatest challenges that Mexico will face is 

making sure that PEMEX remains a leader in the national oil 

and gas industry. The continuous development of PEMEX 

must be promoted by aiming for the highest technological 

standards that are required to tackle new and more complex 

fields. Total is aware of the technological capabilities that 

these new ventures will require, and that is precisely where 

it is looking to combine forces with PEMEX to take on 

new projects, not only for the benefit of Total, but also to 

establish the firm as a partner that works together to boost 

the NOCs capabilities. Throughout Total’s experiences in 

other parts of the world, the company has seen that having 

a strong national oil company is crucial for the success of 

the private sector in a country that has a tradition of state-

owned production. As a result, we know that PEMEX will 

have to continue to be a leader in the industry, which is 

precisely why we are looking to build a strong relationship 

with the now productive enterprise of the State.    

.

Q: What would be the advantages and disadvantages for 

Total in creating a partnership with PEMEX?

A: Given PEMEX’s long history of operating in Mexico, the 

weight of its human resources and its technical expertise in 

the country’s assets make PEMEX an indispensable ally for 

any new company venturing into the oil and gas industry. 

PEMEX’s technical work and its extensive collaboration with 

the contractors operating here is definitely an advantage that 

can benefit any newcomer in the reshaped hydrocarbons 

sector. It would not be a good idea for any company to come 

into Mexico thinking that it can do things alone. On the other 

hand, companies must bear in mind one important factor: 

PEMEX has never partnered with any other operator before. 

For this reason, I believe that restructuring PEMEX’s way of 

doing things will be a challenge. Total is ready to support 

PEMEX throughout this process as a partner that is aware of 

the NOC’s strengths and limitations, while also understanding 

its inherent qualities and technical capabilities. Total can 

become a trustworthy partner to PEMEX and we want to 

materialize this opportunity by showing that we can truly take 

on deepwater and unconventionals projects collaboratively.

Q: What are the main opportunities that Total has 

identified in Mexico’s oil and gas industry, and which of 

these are you looking to capitalize on?

A: Given the magnitude and diversity of Total’s exploration 

and production activities around the world, the company 

is interested in the upstream opportunities that the Energy 

Reform will bring about. As of today, we carry out E&P 

activities in more than 45 countries, where we handle 

a wide variety of complex areas. Mexico is aligned with 

Total’s worldwide target of producing 15% of the world’s 

deepwater assets by 2017. With more than 500 wells in 

different regions and eight FPSOs currently operating, 

Total is already well positioned globally to benefit the 

industry locally. We are interested in working with complex 

challenges and we know that we have the capabilities to 

decipher the Mexican deepwater reservoirs, be it in the 

unexplored subsalt region adjacent to Perdido or any 

other area already explored by PEMEX. 

It is evident that the diversity of Mexico’s offshore assets 

has sparked great interest on a global scale. Nevertheless, 

the complexity of the factors involved to successfully 

explore and produce the country’s resources is a critical 

topic that has to be considered. Total understands this 

challenge and will focus on projects that add value to 

the Mexican oil and gas industry, while also making sure 

the company remains profitable. Our involvement in 

Brazil’s deepwater projects surely sets an example of 

how the company will approach new ventures in Mexico. 

About eight months ago, we signed and secured our 

involvement in the Libra field, a project in which Total’s 

contribution of technology and human capital revealed a 

newly-set standard for the company’s involvement in large 

deepwater field developments.

Total has been present in Mexico for over 30 years and the 

company has over 6,500 employees in the country. Even 

though the company has been working with chemicals 

and lubricants here for so many years, Total has still not 

participated in the E&P segment of the country’s energy 

sector. We are thus hoping to participate in deepwater, 

extra-heavy oil, and unconventional projects in the near 

future. 
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and operate these type of projects. For example, we still 

retain the teams that built Shenzi, Neptune, Pyrenees, and 

Stybarrow, and they can be deployed quickly. We also 

have the world-class, state-of-the-art drillship, Deepwater 

Invictus, which we can mobilize with a drilling team.

.

Q: How has BHP Billiton found the process of collaborating 

with the regulators and PEMEX?

A: We have been extremely impressed with the 

transparency of the process with Round One, and the 

way in which SENER, CNH, the Treasury, the Ministry of 

Economy, and PEMEX have collaborated and are aligned 

with the objectives of the Energy Reform. The people we 

have been dealing with at all these entities have proven 

that they are committed and hardworking, and truly want 

to make the Energy Reform a success for the country. 

Q: Is BHP Billiton looking to form a consortium to operate 

blocks in Mexico?

A: BHP Billiton generally prefers to be an individual 

bidder, as we usually only look to form a consortium 

once we are successful in winning a tender. We want to 

look at the prospects from our own perspective, decide 

on the right bids to make, and not have to address such 

areas with a partner upfront. Instead, we look for partners 

to complement the award based on an area’s particular 

development perspective or technical challenges.

Q: Have the current oil prices affected BHP Billiton’s 

interest in participating in the shallow waters bidding 

rounds in Mexico? 

A: While it is true that shorter-term oil prices are more 

important for shallow waters than for deepwater, BHP Billiton 

always looks at the longer term and for a significantly large 

asset to develop. Whether in the shallow waters or deepwater 

bidding rounds, we would be looking for a prospect that is 

able to compete for our capital with the other projects that 

are put forward around the world. We will certainly look at 

the opportunities Mexico presents in shallow waters and see 

how their rate of return compares with our other prospects. 

However, while the financial aspect is key, we also have other 

factors that help determine whether each project would be a 

strategic fit within our portfolio. 

Q: What experience positions BHP Billiton as a potential 

operator or PEMEX partner in Mexico’s deepwater areas? 

A: BHP Billiton has expertise developing and operating its 

deepwater fields Shenzi and Neptune on the US side of the 

Gulf of Mexico. We also participate with BP and Chevron 

in consortiums in the same area, at the Atlantis and Mad 

Dog fields. Our deepwater track record can certainly 

assist PEMEX in its development. Additionally, we own the 

leases on approximately 200 blocks in the Gulf of Mexico. 

Recently, we were the highest bidder on 14 out of 16 blocks 

in a bidding round in the area. BHP Billiton is committed 

to helping Mexico develop its oil and gas resources in a 

safe and productive manner. We view ourselves as an ideal 

operator in terms of our drill times, which are second to 

none, our uptime in operating deepwater platforms, our 

capability to deliver deepwater projects on time and 

within budget, and in safety, which is paramount to BHP 

Billiton. This makes us an ideal partner for Mexico to 

develop its deepwater oil and gas resources. BHP Billiton 

has just celebrated its sixth year of operating the Shenzi 

deepwater field, which is located in waters that are 1,300m 

deep and has been producing close to 100,000b/d over 

the last six years. We believe the expertise, technology, 

and culture that we have built within our organization 

could be of considerable benefit to Mexico.

Q: What are the competitive advantages of BHP Billiton 

as a partner for PEMEX when compared to other major oil 

and gas companies?

A: Our track record in terms of project delivery is our calling 

card. We have Perdido acreage on the US side of the Gulf 

of Mexico, which is contiguous with what is being looked 

at for deepwater blocks in Round One. Our knowledge of 

what we have in the Perdido play will be beneficial for our 

collaborations with potential partners on the Mexican side. 

Another advantage that BHP Billiton presents is that it has 

the financial backing of a supermajor while maintaining the 

flexibility and speed of an independent company. While 

BHP Billiton is the largest mining company in the world, 

its petroleum business would be in the same class as the 

larger independent companies. Deepwater development 

is a priority for BHP Billiton Petroleum and we have built 

the organizational capability and capacity to execute 
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DW: The medium-term nature of deepwater developments 

requires us to keep a close eye on the assets being tendered 

in Round One. Many of the aspects currently being developed 

and discussed will eventually have an impact on deepwater 

contracts. We are using this transition toward a reshaped 

legal framework prescribed by Round One’s tenders to gain 

a full understanding of the new operating environment. .

Q: What are companies most concerned about as 

deepwater contracts are still yet to be released? 

GS: Two of the industry’s main concerns are local content and 

liabilities. Companies are doubtful of how liabilities will be 

managed, who will assume what kind of risk, and what risks 

the government is willing to take. Other important concerns 

that we have seen are related to the tax regime and its role in 

the contracts, as well as the environmental matters derived 

from those activities. Even though there are some indications 

in the legislation, and in the model contracts for Round One, 

these liabilities are a key topic that needs to be defined on 

each project. Judging by international precedence, there are 

various ways of addressing liabilities, and one must consider 

what has happened over the last decade in the US Gulf of 

Mexico to understand how liabilities can be dealt with on the 

Mexican side. Everything is related to the amount of risk that 

can or cannot be insured.

While most incoming companies have taken on projects in 

different parts of the world, thus having the team to carry out 

a new venture in a new country, local expertise will remain a 

challenge. There are simply not enough qualified people in 

Mexico, which means local content will be a big challenge. 

Nonetheless, the most important obstacle will be finding 

the right executives to work in Mexico. It has been difficult 

to fill top management with candidates that meet company 

requirements. Given this scarcity, companies are bringing in 

people from Argentina or Spain but these are not familiar 

with the Mexican culture. These companies need to staff their 

teams with people that understand how things work in the 

country. Mexicans are needed to deal with other Mexicans. 

In my opinion, the local industry needs to speed up and be 

ready in the coming months to cater to foreign players. This 

will impact lawyers, accountants, and other professionals 

because the operating environment is brand new.

Q: How has Woodhouse Lorente Ludlow’s strategy 

evolved as a result of the Energy Reform? 

DW: We have to focus on the segments in which we can offer 

a superior value proposition, since we understand that the 

oil and gas sector is now a collection of subsectors due to 

the Energy Reform. Consequently, we are going to put all of 

our efforts in the deepwater subsector, where we can add 

the most value to our clients’ transactions. The main reason 

behind our ambition to focus exclusively on deepwater is 

that our main partner, CMS, has one of the strongest legal 

practices for this segment. CMS has people who began 

working on offshore matters in the North Sea 30 years 

ago. These are the same lawyers who have developed the 

standards and models for agreements that the global oil and 

gas industry is still using today. By being able to leverage 

CMS’ global expertise, the amount of resources that we 

can use to provide a combined service to any of the major 

oil companies puts us at a significant advantage. When I 

worked at the CMS offices in London, I advised many clients 

in the deepwater area, particularly one of the world’s most 

important companies regarding its deepwater and ultra-

deepwater exploration and production projects in Angola.

In order to anticipate the new framework that deepwater 

operations will have to adhere to, we are keeping a close 

eye on every regulation that is being issued in the reformed 

offshore oil and gas industry. While everything is still pretty 

unclear at the moment, the pace at which the current 

administration has pushed the reforms forward and the 

timeframe under which these should unfold is amazing. 

Today, the firm is providing support and feedback to its 

clients while also trying to get on the radar of key deepwater 

players that may come in to operate Mexico’s assets. Even 

though we are on standby, we are being proactive in paying 

close attention to the needs and concerns of these players. 

We decided to refrain from advising the government or its 

entities so we could focus our efforts on the private sector. 

We want to cater to BP, Shell, Total, and BG Group, among 

others. There are many private players but very few law 

firms that can cater to them in Mexico. 

Q: How is Woodhouse Lorente Ludlow working on the 

bidding rounds that are part of Round One?
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lie in technology and well plan design, but in contracting, 

logistics, and the actual execution of the well plans. This is 

where we see significant room for improvement. 

Q: What is the role of your drilling advisors once the 

planning is done? 

BM: The way that PEMEX is organized is a bit unusual for 

international companies. At PEMEX, deepwater drilling 

engineers are all part of the VCDSE teams, but they 

report back to the exploration organization. The drilling 

operation’s personnel report to a different organization, and 

both sides report to a sub-director, such as the Exploration 

Sub-Director or the Drilling Sub-Director. Theoretically, 

exploration and drilling teams need to work closely to 

ensure well-functioning operations. Most international 

organizations, even if they have a separate drilling 

organization, will put all of their drilling operations under 

the local Asset managers. These Asset managers will each 

have a drilling manager who, in turn, will have an operations 

manager, a drilling superintendent, a drilling engineering 

supervisor and his staff, a logistics manager, and others all 

reporting back to him or her. This drilling manager will then 

report back to the Asset manager so that everything works 

as one single unit. PEMEX is organized very differently, as 

those two lines do not come together until they get to the 

Director General. This creates some significant problems. 

We have been successful on the rigs as advisors with two 

main functions. On one hand, our people help PEMEX 

supervisors on the rig with international best practices that 

our teams bring from the international scene. On the other 

hand, we provide onshore advisors with detailed knowledge 

of events on the rigs, so that we can begin to understand 

the areas in which we can help PEMEX improve. We also 

have another advisor in Ciudad del Carmen who works with 

PEMEX’s drilling operations team to help bridge that gap 

and bring our international expertise there as well. 

Q: To what extent must PEMEX change its organizational 

processes to become a productive enterprise of the state?

RS: My simplified view of what the problem is at PEMEX is 

that it lacks a bottom line focus. There does not appear to 

be a real concern for cost and cost-management, and this 

goes back all the way to the government’s control. Both the 

Q: Can PEMEX’s deepwater exploration results be 

considered as successful as they have been presented?

RS: We must note the difference between exploration success 

and drilling execution success. Exploration has been quite 

successful as far as the number of discoveries is concerned. 

BM: Mexico’s deepwater exploration success rate is quite 

good, but PEMEX is the only operator on the Mexican side of 

the Gulf and has exclusive access to all the best prospects. 

It does not have to compete with other companies. It is 

important to put the results in that context.

Q: What have been the main challenges facing PEMEX’s 

drilling activities since APS joined in?

BM: When we began advising PEMEX, their deepwater rigs 

were able to drill and test one or two wells per rig in a 

year. In the northern part of the Gulf of Mexico, that same 

rig could cover four or five wells. Part of that difference 

is due to the fact that PEMEX insisted on flow testing 

every well, while little to no flow testing is done on wells 

on the US side of the Gulf. The formations were evaluated 

on the basis of core analysis, electric log analysis, wireline 

fluid samples, and MDTs (Modular Formations Dynamics 

Tester). We did not do any well flow testing. 

RS: One of the reasons why PEMEX had that model in the first 

place is because it has been constrained with high tax rates to 

the point where it has not been able to accumulate capital for 

use in field developments. As a result of this, it has gone to the 

international financial community and pledged its reserves as 

collateral for loans. It is much easier for the banks to provide 

loans when well flow testing is involved. In fact, some financial 

institutions might require well flow testing. 

BM: On the other hand, the company also suffers significant 

delays in getting equipment to the rigs, something that 

would be unacceptable for other companies. This happened 

regularly because of PEMEX’s structure, which divides 

responsibilities among many different and non-connected 

departments, with a direct repercussion on the drilling 

efficiency. Its penetration rates are as good as anyone else’s, 

but the flat spots are what most affect the operations. 

Therefore, the main areas of improvement do not really 
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company’s yearly budget and its tax rate are decided by 

the Treasury, without any consideration for whether it will 

have enough money to maintain infrastructure and replace 

critical equipment in refineries, gas plants, and more. By 

doing this, the government takes away responsibilities 

from senior management at PEMEX, as executives are not 

accountable when somebody outside the company sets its 

budget and dictates its tax rate. If PEMEX is going to be 

held accountable for becoming competitive against other 

companies in the market, the tax issue must be looked at 

carefully. Most importantly, PEMEX managers need to be 

given the autonomy to manage the company. 

BM: From the drilling operations side, PEMEX will have 

to fundamentally change its way of doing business or 

it will not be able to compete. The renowned American 

businessman, Peter Drucker, once remarked that “culture 

eats strategy for breakfast.” Accordingly, what PEMEX has 

to do is undergo a significant change in its culture, which 

is incredibly hard to do in large organizations and takes a 

long time. The only way such a cultural change can take 

place in a reasonable timeframe is by bringing in external 

experts with appropriate management skills at different 

levels of the company to act as a catalyst for change. 

Q: How will the centralization of procurement affect the 

company’s drilling activities?

BM: When you divorce the procurement of suppliers and 

contractors from the managers who are responsible for 

accomplishing the work, then you take all of the responsibility 

for the performance of that supplier or that contractor out 

of the hands of that manager. The problem comes when you 

do not know what good performance looks like, because 

you are not in operations but in purchasing. I have seen 

this several times. Managers should be responsible for the 

contractors, by helping to hire them and making sure they 

perform well. If the manager is not a part of that process, 

the arrangements are not going to work out. None of that 

is mentioned at all in the procurement plan, as procurement 

staff do not often consider possible effects on operations. All 

major companies have centralized procurement functions 

but their decisions are heavily influenced by the operating 

staff, particularly concerning drilling and completion services. 

The commodity services can be chosen by anybody, but the 

elements that involve technical and operational merits and 

contents are always chosen by the operational groups, and 

the purchasing division utilizes their processes to acquire 

them at the best price.

RS: Part of the issue is that logistics does not necessarily 

have an appreciation for the bottom line. Their priority is 

to get all of the vessels out to sea and all of the equipment 

or supplies to the rigs. If they have a vessel that is not 

quite full yet, they may easily decide to wait until enough 

cargo comes along, because one of their objectives is to 

sail with full loads. If you have four shallow water drill rigs 

that run at an approximate day rate of US$175,000, that 

need certain equipment, and you keep them waiting, you 

could be losing up to US$700,000 a day. However, a single 

deepwater rig has a spread cost of US$1 million per day, so 

holding a vessel until it is fully loaded might end up costing 

a significant amount of money for PEMEX, even though 

the logistics division is fulfilling its objectives to the best 

of its ability. This is a problem that we have seen in many 

organizations and it brings us back to the importance of 

having a bottom line focus and good cross-communication 

between divisions. 

Q: What should be the main priorities regarding the 

benchmarking of PEMEX’s drilling performance against 

international standards?

RS: There are two drilling performance benchmarking 

services that are widely known at a global level, both of 

which are heavily represented in the US Gulf of Mexico. 

We suggested early on that PEMEX really ought to take 

on these services and start benchmarking. It chose not to, 

mainly due to reasons of confidentiality. In order to start 

this benchmarking process, the company has to provide 

all the information available on all of its wells, but PEMEX 

could not do that. 

BM: The positive thing is that PEMEX will soon have 

examples in its own country, under the same regulatory 

regime, of what optimal performance actually looks like. 

Q: What would you recommend to improve PEMEX’s 

future upstream operations?

RS: When we started working with PEMEX, we did 

not really know what to expect. We had been told that 

the company’s performance needed to improve. It has 

very smart engineers, the best simulators, and the best 

communications equipment that money can buy. PEMEX 

really does not lack technology, yet that word keeps 

getting thrown around as being the answer to all of the 

company’s problems. The answer to these problems 

is actually management, a bottom line mentality, and 

experience. PEMEX engineers have traveled around the 

world, they have talked to all of the major operators, they 

have seen all of the systems that other operators use, and 

they have adopted what they consider to be the best of 

those systems. They have tried to put them into practice, 

but the issue is basically experience. PEMEX has not 

exercised these systems and its staff is not yet comfortable 

with them. 
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| PROJECT SPOTLIGHT

STEPS TO SUCCEED IN A LATIN AMERICAN MARKET 

BG Group’s Brazilian subsidiary, BG Brasil, celebrated its 20 

years of operations in 2014. Its acquisition by Shell in 2015 

made waves, but the company’s growth in Brazil, where BG 

Group is the leading oil and gas producer, still provides an 

engaging case study that could be applied to the Mexican oil 

and gas sector. The group opened its first office in Brazil in 

1994. Attuned with its corporate strategy, in 1999, BG Group 

acquired a controlling interest in Comgás, a Brazilian natural 

gas distribution company. This helped BG Brasil become the 

largest natural gas distributor in the country and, that same 

year, it participated in the construction of the Brazil-Bolivia 

pipeline. Once BG Brasil had secured a leading position as a 

distributor, it then entered the oil and gas exploration segment. 

The company participates in five large pre-salt blocks in the 

Santos Basin and operates ten blocks in the Barreirinhas Basin. 

Between 2000 and 2005, the oil company acquired its blocks 

in the pre-salt Santos Basin. Several important discoveries 

were made in this basin in 2006, including Petrobras’ 

discovery of the Lula field. Brazil’s national oil company 

owns 65% of the Lula oil field, BG Group owns 25%, and the 

remaining 10% belongs to Galp Energía. In a second bidding 

round, BG Brasil acquired three pre-salt non-operated blocks 

operated by Petrobras in the Santos Basin: BM-S-9, BM-S-10, 

and BM-S-11. Commercial production in the Lula oil field began 

in January 2010. Since then, the output has increased steadily, 

almost doubling every year. Today, production from this field 

accounts for 15% of Brazil’s daily total oil and gas production. 

BG Brasil has also participated in the development of the 

Barreirinhas Basin, where it began operating ten blocks in 

2012. In 2014, BG Brasil began using four FPSOs to carry out 

exploration activities in this area. When only considering BG 

Brasil’s share in pre-salt deepwater blocks in the Santos Basin, 

where it is a minority partner with Petrobras, the company 

has achieved record production of 100,000boe/d. BG Brasil’s 

activities are estimated to deliver 2.6 million boe/d of gross 

capacity. Since 1994, BG Group has invested over US$8 billion 

in Brazil’s oil and gas sector, and the oil company plans to 

spend US$3 billion annually until 2018. On the industrial side, 

Brazil became the center of BG Group’s global R&D strategy, 

with an investment of US$1.5 billion being made between 

2013 and 2015. The pillars of the technology model were 

to develop research, attract innovative companies, nurture 

entrepreneurship, and apply technical solutions. 1% of BG 

Group’s oil revenues are invested in R&D, as this is crucial 

for the development of pre-salt fields. US$1.5 billion are 

estimated to be invested in the company’s R&D division in the 

next years, and partnerships with universities and industrial 

partners will continue being key.

Following the acquisition by Shell, BG Group can now combine 

its Brazilian experience with Shell’s financial, operational, and 

technological clout to replicate this success in Mexico.  

EXTREME PERFORMANCE FOR EXTREME CONDITIONS
Kongsberg Maritime delivers systems for dynamic positioning and navigation, 
marine automation, safety management, cargo handling, subsea survey and 
construction, maritime simulation and training, and satellite positioning. Our 
solutions enhance efficiency and safety throughout the whole maritime technology 
spectrum and we offer additional competence in providing turnkey engineering 
services within the shipbuilding and floating production sectors.

KONGSBERG MARITIME MEXICO S.A. de C.V.
Av. La Marigalante 311-31
Boca del Río, Veracruz, México C.P. 94298
+(52) 229 921 7708 / 
+(52) 229 921 8232
www.km.kongsberg.com
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LW: Outside of Round One, we have talked with several 

decision makers at PEMEX. All of them are focused on 

implementing the essence of the Energy Reform, but 

people are being moved around internally, which makes 

it challenging to work with the same counterpart for long. 

The rules are not totally defined yet, but when we get to 

Rounds Two and Three the situation will be much clearer. 

Q: What would you like to see accomplished at the end 

of Round One?

PS: I would like to see the rules of the game be better 

defined and the opportunities to be clearly mapped. 

Moreover, PEMEX should become totally open to receiving 

help from specialized companies, as these could help it 

acquire new technology and record levels of investment. 

In the long term, I would like Odebrecht to be recognized 

as an important player in the Mexican market and, more 

importantly, as a Mexican company. 

Q: How do you envision the drop in oil prices affecting the 

development of bidding rounds in 2015?

PS: Overall, the drop will have a strong impact as there is 

a direct relationship between the oil price and investment 

levels. On the other hand, what goes down must come up 

again. I do not see oil prices returning to US$140, but we 

are developing new ways to produce oil, which brings more 

competitiveness to the market. On the other hand, a price per 

barrel at US$46 cannot be sustained for long. The oil price 

will return to the level needed to justify new investments, 

and the market will accommodate to an average price of 

between US$70-85 per barrel. 

Q: How are Petrobras’ economic and legal challenges 

affecting Odebrecht?

PS: The situation of Petrobras and its impact on Odebrecht 

is similar as in every other country that has major NOCs, 

such as Mexico, Venezuela, or Saudi Arabia. PEMEX, 

PDVSA, and Saudi Aramco are all in the same boat, as are 

the EPC companies that work with them. The investigation 

currently being conducted within Petrobras is a difficult 

matter. The situation has resulted in the Brazilian NOC 

cutting back on investments that do not make economic 

sense. This impacts all its providers, including Odebrecht.

Q: How did Mexico become a strategically important 

location for Odebrecht?  

LW: Mexico’s series of successful reforms are part of a 

well-structured plan that is destined to boost its economic 

growth. The actions Mexico has already taken have 

sparked the attention of numerous potential investors, 

including Odebrecht. Our experience could directly 

benefit Mexico but we must attune that experience to 

local Mexican needs. Although the energy reforms in 

Brazil and Mexico are based on the same model, they 

have specific aspects that differentiate them. This makes 

it all the more important for Odebrecht to be present 

in Mexico, allowing us to better adjust our solutions to 

Mexican specifics. For this reason, Odebrecht decided to 

mobilize its oil and gas division in Mexico and pays great 

attention to the opportunities that may arise here. 

Q: What is your impression of the way the Energy Reform 

has been implemented?

PS: My first impression, shared by most in the sector, is that the 

Energy Reform is astonishing. The pace at which everything 

is moving shows a real desire from the government to forge 

ahead. We were not expecting things to move so fast. While 

Mexico has done a good job at exploring and producing in 

shallow waters, its reserves in such fields are not as abundant 

as in the past. The Energy Reform will now allow the country 

to move on to deepwater and ultra-deepwater where the 

necessary investment might triple. In such a situation, help 

from abroad is needed in terms of technology and financing. 

This means the Reform was a great move, as it will attract 

large amounts of investment.

.

Q: What opportunities have you identified for Odebrecht 

in Round One? 

PS: Our goal is to contribute with whatever Mexico needs, 

as long as it makes business sense to do so. Mexico does 

not need our expertise in shallow waters as it arguably 

has the greatest experience in that segment in the world. 

However, the technology we have deployed in Brazil for 

deepwater and ultra-deepwater could be a real asset. That 

is where we feel we can contribute the most and be more 

competitive. Alongside this, Odebrecht can also offer 

technology to increase production in mature fields. 

| VIEW FROM THE TOP

BRAZILIAN EPC 
LEADER SEEKS 
MEXICAN PRESTIGE
LEFT: Luis Weyll, Director General of Odebrecht Mexico

RIGHT: Paulo Suffredini, Executive Director, Oil and Gas Division 
of Odebrecht Mexico

C-0112, Mexico Oil & Gas Review (2015)



224224

center that will open later this year. This center, which 

will join several other training centers that Kongsberg has 

around the world, will certify deepwater operators and 

offer training for the maintenance of our systems. In terms 

of clients, Kongsberg Maritime does not work directly with 

PEMEX as it does not have its own dynamic positioning 

ships, but we do work with its providers.

.

Q: Why is Kongsberg opening a training center in Mexico, 

and do you plan to collaborate with the Deepwater 

Technology Center in Veracruz?

A: Clients find it important to have their own personnel well-

trained, as there are many simple problems that engineers 

can solve by themselves. Other problems that deal with more 

sophisticated equipment require specific training for the 

electrical engineers on board. In order to solve these situations, 

or even to operate the ships, engineers need to be certified by 

Kongsberg. We would be pleased to consider a collaboration 

with the Deepwater Technology Center, especially because we 

are in a favorable position to do so, since our solutions work in 

outer space as well as at depths of up to 4,500m. 

Q: Will you be affected by PEMEX implementing budget 

cuts and renegotiating contracts with some of its suppliers? 

A: Kongsberg is guided by long-term goals as we would not 

be growing if we were overly concerned with what is going 

on today. We are thinking long-term and we have reasons 

to be confident. First of all, the oil price will probably rise 

and stabilize. Despite the current situation, we are also seeing 

increased demand from clients that will participate in Mexican 

projects. Ultimately, even without new or big projects, PEMEX 

will have to continue operating its present assets, and that 

will create a need for technology that Kongsberg can offer.

Q: As Mexico’s oil and gas projects venture into new areas, do 

you anticipate a rise in demand for your product portfolio? 

A: The rise in deepwater projects will certainly lead to 

increased demand for subsea products, including our 

autonomous underwater vehicles, which can be used for 

different purposes. Moreover, our new laser reference 

system, Spot Track, will be coming to Mexico in 2015, as 

well as our latest high resolution scanning sonars and our 

compact acoustic positioning system, among others.

Q: How much success has Kongsberg’s Maritime division 

found in Mexico?

A: Kongsberg is a large consortium divided into four 

departments: Defence, Protech, Oil and Gas, and Maritime. 

The first two deliver military solutions while the oil and gas 

department offers management of drilling processes in real 

time, allowing decision-makers to oversee and run the drilling 

as it is taking place. Finally, Kongsberg Maritime, which I 

represent, carries the most weight within the consortium 

along with Defence. Kongsberg Maritime provides support to 

ships that use our technology, including dynamic positioning 

systems, bridge and deck systems, engine room and 

automation systems, sensors, and transmitters. Today, out of 

all deepwater ships operating globally, 90% carry Kongsberg 

technology. In Campeche, a fleet of about 140-150 boats 

operate with Kongsberg technology. This is up from around 

60 in 2008-2009, which shows how our numbers have 

increased exponentially in Mexico. One of the reasons for 

this market share is that Kongsberg provides exceptional 

customer support. Being part of a global industry, our ships 

could be in Mexico one month and in Russia the next, so we 

must be available to offer constant support to operators, 

wherever they may be. Offering customer support wherever 

our clients are is key to our business. Furthermore, our systems 

respect the most rigorous international standards. All the 

ships and platforms that carry our technology are supervised 

by independent organizations that carry out tests each year 

to make sure international standards are kept up. Finally, our 

dynamic positioning technology has had a major impact on 

the development of the oil and gas Industry worldwide, as 

it has allowed operations to be carried out more safely and 

efficiently. For Mexico, one of the major contributions of this 

technology is to improve drilling in deepwater.

Q: How will Mexico grow in importance within your 

portfolio following the Energy Reform?

A: We are indeed expecting an upturn and Kongsberg is 

making important investments in Mexico in anticipation of 

such growth. When our Mexico office was established, we 

were only five people. That has now grown to 25, which 

will keep growing in the next two years. We have also 

established a rapid response office in Ciudad del Carmen, 

and we are putting together a team for the new training 

| VIEW FROM THE TOP

DYNAMIC POSITIONING 
INNOVATOR SET TO POUNCE 
ON MEXICO
VICTOR PROY
General Manager at Kongsberg Maritime Mexico
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energy sector underwent a transformation which 

completely changed the structure and nature of the 

company. Before that, Ecopetrol was strongly dependent 

on the national budget. This situation prevented us from 

developing aggressive investment plans and limited the 

company’s growth capacity. After the transformation, 

Ecopetrol lost its role as a regulator of the oil and gas 

sector and became a public limited company. As an equal 

player in the open market, Ecopetrol found itself fiercely 

competing with the private sector. Additionally, the reform 

allowed the company to have budgetary autonomy and 

greater flexibility to develop an investment plan. 

Q: How will Ecopetrol lure local talent into joining its 

team, and what distinctive factors will attract Mexican 

petroleum engineers and geologists?

A: The availability of human talent is certainly a key factor 

for success when deploying an investment strategy in 

any country, which is highlighted in Mexico now that the 

market has been restructured. We have been assessing 

opportunities to recruit Colombian professionals operating 

in other parts of the world, as well as carrying out meetings 

with experienced professionals in Houston, Calgary, and 

the Middle East, all of which could be important bases of 

human talent. In Mexico, qualified professionals with vast 

experience can also be found. Our commercial office in 

Mexico is entrusted with the task of identifying said talent, 

which may well be incorporated into the teams Ecopetrol 

will have working on the upcoming bids. 

Q: Which operational, technological, and financial 

characteristics is Ecopetrol seeking in a partner for its 

potential activities in Mexico?

A: It is important to mention that, in Colombia, Ecopetrol 

has 39 partnership agreements with 32 companies of all 

sizes from around the world. We would apply the same 

strategy in Mexico by seeking highly synergic relationships, 

in which our partners must possess high levels of efficiency 

and productivity, knowledge of the exploration and 

production environments that will be offered in the rounds, 

and the ability to incorporate technology and transform it 

into value. Obviously, our natural partner would be PEMEX, 

given its vast knowledge and experience.

Q: How will Ecopetrol’s exploration activities in the US Gulf 

of Mexico influence the company’s business strategy to 

participate in the Mexican deepwater bidding round? 

A: Ecopetrol has been closely studying the geological 

environment of the Gulf of Mexico for nearly seven years. We 

have performed regional studies alongside with renowned 

international operators, such as Shell, Anadarko, Statoil, 

and Pepsol, among others, which have provided us a level 

of knowledge about the Gulf of Mexico. These partnerships 

have resulted in five major discoveries in the US deepwater. 

The fields that we have explored extend into the Mexican 

part of the Gulf. Ecopetrol wants to seize opportunities of this 

nature, through partnerships with PEMEX, and companies 

that we currently operate with in the US, in order to continue 

increasing knowledge and value in environments similar to 

those that will be tendered in Mexico’s deepwater rounds. 

Q: How have Ecopetrol’s expertise and capabilities prepared 

the company to successfully enter the Mexican market?

A: The first thing that Ecopetrol did after its transformation 

was to develop and implement a strategic plan that resulted 

in significant growth. Today, the company has 9,100 direct 

employees and about 40,000 contracted workers. Our 

production rose from 300,000b/d to nearly 770,000b/d in 

a relatively short period of time. In addition, we started to 

dabble in foreign markets. We have invested in about 150 

blocks in association with major companies on the US side of 

the Gulf of Mexico, as well as in Brazil, Peru, and, more recently, 

Angola. Mexico is now a strategic priority for Ecopetrol, 

since the company has an exploratory strategy that includes 

complex and competitive environments such as deepwater. 

In Colombia, we followed a learning curve to develop mature 

fields, which has allowed us to increase production by 200% 

in certain assets by using our own technology. Another of 

Ecopetrol’s strengths is the production of heavy oil. All these 

areas of expertise combined make the oil company suited to 

participate in the different opportunities in Mexico. 

Q: What have been the critical success factors since 

Ecopetrol’s transformation in 2003?

A: Since its inception in 1951, Ecopetrol has been an 

industrial and commercial state-owned company. That 

condition was maintained until 2003, when Colombia’s 

| VIEW FROM THE TOP
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| TECHNOLOGY SPOTLIGHT

DEEPWATER SEMI-SUBMERSIBLE GIANTS  

Heerema owns three of the world’s largest crane vessels: 

Thialf, Balder, and Hermod. The last two are of particular 

importance because they were the world’s first semi-

submersible crane vessels. Standing at 154m long and 

86m wide, Hermod was built in Japan in 1978 by Mitsui 

Engineering & Shipbuilding Company. This vessel’s draft 

is 36ft, but during operations it takes in ballast water to 

increase the draft to 82ft. The static and dynamic ballasts 

systems are controlled with computers entirely. The ballast 

pump capacity can reach 8,000m3/h, while dynamic 

ballast water handling has a capacity of 500 tonnes per 

second. The Hermod has two cranes and a total tandem 

lift capacity of 9,000 tonnes. The main hoist can lift 93m 

above the deck and can lift 5,000 short tons at a 39m 

radius. The auxiliary hoist can lower at a depth of 1,500m 

below the deck at minimum radius, moving a total of 

4,000 short tons. Hermod does not feature a Dynamic 

Positioning system, so it has to be held by anchors.

  

Balder was also constructed in 1978 as a semi-submersible 

crane vessel. However, Verolme Botlek converted it into a full 

class III deepwater construction vessel in 2002. The hull has 

two floaters with three columns each. The transit draught, 

which measures 12m, is ballasted down to 25m during lifting 

operations. The vessel is equipped with a Class III Dynamic 

Positioning system, which is computer-controlled, and a 

Mooring Line Deployment winch with a diameter of 10.5m, 

making it the largest in the world. Its Dynamic Positioning 

system enables this vessel to be used for the installation of 

foundations, mooring systems, spars, tension leg platforms, 

integrated topsides, and pipelines. Balder can perform in 

water depths up to 3,000m, and has carried out extensive 

operations in deepwaters in the Gulf of Mexico. 
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HEEREMA’S FLEET COMMITTED 
TO THE GULF OF MEXICO
Although the first results of Round One are not in yet, 

Heerema Marine Contractors is certain that many of 

PEMEX’s projects will move forward. Regardless of 

the current uncertainty, the world-renowned offshore 

installation firm has had plenty of work in the Gulf of Mexico 

over the past two years. The extent of its involvement 

with PEMEX confirms the foresight underpinning the 

sizeable bet that the company has made on the Mexican 

market. From November 2013 until September 2014, two 

out of Heerema’s four vessels, the Hermod and Balder, 

were exclusively committed to working for PEMEX on 

three important fields: Ayatsil, Ek, and Balam. Even 

though the projects were delivered successfully, they 

faced certain complications throughout the engineering 

and manufacturing processes, since they involved the 

installation of the largest offshore structures that PEMEX 

has ever worked with. The Ayatsil field, located in a water 

depth of 120m, represents the greatest water depth in 

which fixed offshore installations have ever been installed 

in Mexico, meaning it requires offshore structures with 

different manufacturing and installation methods than 

the traditional ones used in other PEMEX fields. “At Ek 

and Balam, we installed a jacket and a platform in each 

field, which had already been manufactured for PEMEX. 

The installation of jackets and decks for the project’s fixed 

platforms in Ayatsil faced some complications, given the 

novelty of the installation conditions in deeper waters. 

However, overcoming this was not difficult, given our 

global expertise,” highlights Octavio Navarro Sada, Mexico 

Country Manager of Heerema Marine Contractors. 

Heerema secured its global leadership in the offshore crane 

vessel market by offering four large capacity vessels, more 

than any other company in the industry. Additionally, the 

firm is present in almost every corner of the world, providing 

transportation and installation services for the offshore 

industry, with its vessels constantly moving to deliver and 

provide services where needed. Beyond the company’s 

evident deepwater interests, Heerema is also interested in 

gaining a greater share of project involvement in Mexico’s 

shallower assets. “We have already installed some equipment 

at Tsimin, another important and recent development 

for PEMEX, and we feel confident about taking on other 

opportunities in similar projects. Essentially, Heerema is 

capable of catering its services to projects at a wide range of 

depths, from 20m and reaching down to 3,000m,” explains 

Navarro Sada. Most importantly, the company’s presence in 

the Gulf of Mexico has a privileged position in the scope of 

its global operations. As a key player in the transportation 

and installation of offshore infrastructure in the US portion 

of the Gulf, Heerema is certain that its vessels will be coming 

into the region constantly. “As of today, we have installed 

about 60% of the deepwater infrastructure in the US Gulf, 

including Perdido. This makes it evident that Heerema will 

be contributing to the development of Mexico’s deepwater 

fields, either through PEMEX or its future partners, by 

leveraging our proven expertise in the region. We know 

that PEMEX is not going into deepwater alone; it will take 

on these projects through JVs. Once we know who it will 

be working with, we will begin building the most suitable 

business relationships with IOCs and manufacturers to 

become the company of choice for the transportation and 

installation of offshore infrastructure in the Mexican Gulf,” 

Navarro Sada describes. “We are already very familiar 

with the way companies work in the US Gulf. Whether 

concerning IOCs, large independents, or manufacturers, we 

understand the procedures that must be followed to provide 

our services, and we trust that these will be applied to the 

Mexican oil and gas industry. Most of the players looking 

to come into the country have already chosen Heerema in 

other parts of the world for their offshore installation needs, 

and we feel that this is a great competitive advantage as 

they start developing new deepwater fields in Mexico,” 

explains Navarro Sada. Heerema is aiming to get the lion’s 

share of deepwater installation projects on the Mexican 

side of the Gulf of Mexico. “2014 saw all four of our vessels 

present at the same time in different projects throughout 

the Gulf of Mexico, highlighting the importance of this region 

to us. Paired with this, we know that the Mexican Perdido 

asset will most definitely be developed sooner rather than 

later, and we are ready to participate in this process as we 

have done so with Shell on the US side. We will undoubtedly 

leverage our expertise in Perdido to deliver the necessary 

services for developments right across the maritime border,” 

Navarro envisions.

“2014 saw all four of our vessels present at the same time in 

different projects throughout the Gulf of Mexico, highlighting 

the importance of this region to us”

Octavio Navarro Sada, Mexico Country Manager of Heerema Marine Contractors
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A: So far, the evaluation of different floating systems has been 

done according to specific technical and economic aspects. 

The technical criteria include water depth, meteorological 

and oceanographic conditions, the deck’s ability to host 

the equipment needed to reach the target production, 

and the structural and dynamic performance of other 

floating systems used in similar conditions. Investments and 

manufacturing times are taken into account, as well as the 

estimated date of first production, so we can judge when 

the investment will begin being amortized. As for tie-back 

to the coast systems, the economic and technical viability of 

incorporating subsea separation systems as an alternative 

way of removing liquids and solids prior to transporting 

hydrocarbons in ducts has already begun. Regardless of the 

system chosen, domestic manufacturing should be favored 

in the short term, as this will decrease delivery times and 

boost national content. 

Q: What deepwater capabilities and in-house expertise 

make IMP an attractive R&D partner for both PEMEX and 

the private sector?

A: IMP’s deepwater experience allows it to identify the 

risks and possible consequences of planned infrastructure 

for the fields. These skills will continue to be at the service 

of PEMEX, although we will also examine opportunities to 

support new operators. Our involvement at the operational 

stage of Lakach can also be applied in the development 

of other EPC projects in deepwater. Furthermore, in order 

to satisfy the requirements of the national industry, IMP 

is building the Deepwater Technology Center in Veracruz, 

where research projects will be carried out to solve 

problems specific to the Mexican oil and gas industry. 

Q: Do you anticipate commercializing IMP’s deepwater 

expertise through products and technologies that are 

optimal for Mexico’s deepwater environment? 

A: IMP’s value to deepwater developments lies more in the 

development of human resources, its knowledge gained from 

conducting projects, and its experience in field planning. 

These skills should ideally be transferred to the right entities 

to help provide solutions to problems the industry faces. 

After all, the experience IMP has gathered in deepwater 

projects is limited when compared to that of large operators.

Q: How has IMP bolstered its knowledge of deepwater 

exploration, planning, and field development since 2008? 

A: IMP collaborated with PEMEX in the FEL I and FEL II 

planning stages of Lakach, during which all the technical and 

economically feasible production options for the field were 

identified. During FEL III, PEMEX opted for tie-back to the 

coast, and IMP has continued participating in the development 

by supervising the engineering phase of EPC contracts. IMP 

has also participated with PEMEX E&P in the planning and 

development of new deepwater fields, where the conditions 

demand the use of specialized technology. We get involved 

because the delivery times and costs of these technologies 

have a direct impact on the initial production dates for these 

fields and on the investments to be made there.  

Q: What are the technological and operational deepwater 

challenges with which IMP can help future field operators? 

A: IMP has the ability to conduct research projects and 

provide technological services in deepwater. Between 

2005 and 2012, we carried out technology assimilation 

projects with leading technology suppliers, both for 

subsea and floating systems, as part of the Deepwater 

Field Exploitation Program. Since 2008, IMP has sought 

to identify possible synergies in new fields, optimize new 

infrastructure, give economic viability to projects, and 

maximize the value of reserves. 

Q: What recommendations has IMP made to PEMEX to 

maximize field value in deepwater operations through 

technology selection? 

A: IMP has been carefully supporting PEMEX in identifying 

technically and economically feasible options so that it 

can make the right choices concerning field development. 

This analysis has been so exhaustive that highly innovative 

technologies have been considered, such as the option of 

producing liquefied natural gas on-site through floating 

liquefied natural gas systems (FLNG). It is important 

to mention that the world’s first FLNG is still under 

construction by Shell.

Q: Which criteria are used to evaluate the suitability of 

FPSOs, TLPs, spars, and semi-submersibles in Mexico’s 

deepwater fields? 

| VIEW FROM THE TOP
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A: Considering the current operating model, we think our 

lease and operate scheme is going to be very attractive 

for our clients, as it is less CAPEX intensive. Either way, 

the global demand for FPSOs is going to remain strong, 

especially in markets such as Brazil, West Africa, and the 

Gulf of Mexico. These look promising for our products, but 

we all can see that 2015 is probably going to be a slow 

year. Nevertheless, we expect oil companies to prepare for 

the market’s recovery. SBM also has a product line focused 

on brownfield, which includes life extensions, relocations, 

and offshore optimizations. All of these are attractive 

solutions that the clients can consider now in a CAPEX-

restrained market. 

Q: How do you align the interests of PEMEX or other field 

operators, FPSO operators, and the supply chain in the 

Mexican FPSO market?

A: We are all looking for ways to do things in a safer, 

more economical, and more efficient manner. By working 

together with our clients, we can provide our experience 

and jointly find a safe and economic way to develop 

the fields. A key to this is to engage early so that SBM 

Offshore, as a contractor, can understand the limitations 

and the clients’ drivers. This enables us to develop suitable, 

safe, and efficient solutions.  

Q: What are SBM Offshore’s ambitions to contribute to 

the development of the Mexican oil and gas industry?

A: Our ambition is very clear. We are going to establish a local 

presence in Mexico as we have done in other countries in the 

past. The key for us is to be a local entity and develop a local 

supply chain with local partners. Of course, we must always 

balance economic and local requirements when it comes to 

how much of the project will be fabricated in the country and 

how much will be coming from a foreign supply chain. 

We will analyze that in more detail as we move forward. 

At the moment, SBM Offshore will focus on local solutions 

with local partners, which we deem as the right thing to 

do in Mexico. We expect many of our current clients to 

work with PEMEX, which can benefit strongly from the 

existing relationship between its new partners and us as 

contractors. 

Q: What is the potential role of FPSOs in the development 

of the Mexican oil and gas industry? 

A: We have been looking at the US Gulf of Mexico for 

decades and we see that the opening up of the Mexican 

market is going to offer many opportunities for FPSOs. 

The technology that is needed to unlock the development 

of Mexico is ready. We are already close to delivering the 

deepest disconnectable FPSO in the world in the Gulf of 

Mexico. We are currently in the final stages of building 

a disconnectable FPSO that will operate in the Gulf of 

Mexico in water depths of 9,600ft (2,926m), making it the 

deepest disconnectable FPSO in the world. This project 

is very complex in terms of technology and is precisely 

where SBM Offshore’s strengths come into play. This is just 

part of a technology portfolio that will be readily available 

to be deployed in the Mexican side of the Gulf. We are 

continuously pushing the boundaries as we develop new 

technologies that can find applications in a number of 

sites. SBM is a company with a long history of establishing 

a presence and developing local solutions. We are currently 

developing our strategy for Mexico and we will leverage 

our experience from similar local setups to maximize our 

ability to be successful. 

Q: What enables SBM Offshore to create a competitive 

FPSO lifecycle offering? 

A: It took a long time for SBM to develop the expertise it has 

today. SBM has been very diligent in growing from one FPSO 

to being the leader in this market. A key aspect is that we do 

not just develop FPSO technology and sell it, we develop and 

operate it ourselves. By being an operator, we learn how to 

proceed in a safer and more efficient way before including 

that knowledge into our technology development groups 

and engineering standards. This means we continuously 

improve our products. Having this approach enables us to 

really harvest the benefits of that lifecycle process. The key is 

to be able to stay at the high level of sophistication that we 

have today. Operational efficiency for our fleet stands at over 

99% and our safety record is very strong. 

.

Q: What is your company’s value proposition for owning 

vs leasing solutions for oil companies in the current 

market environment?

| VIEW FROM THE TOP
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GULF OF MEXICO
STEIN RASMUSSEN
President of SBM Offshore USA
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REALIZING THE OWNER VALUE IN 
FPSO PROJECTS
By David Rosenberg - Floating production, storage, and 

offloading (FPSO) projects have the capability to deliver 

significant value to an owner oil company’s portfolio. 

Unfortunately, most FPSOs fail to deliver the expected 

value. FPSO projects can deliver value to owner companies 

through a number of different avenues. FPSOs are regarded 

as the industry’s “go-to” go-fast solution. An FPSO vessel can 

be contracted using a leased option, transferring a significant 

amount of the capital cost to operations costs. With more than 

150 FPSOs deployed worldwide, FPSO contractors have a 

reputation of knowing their business. The general perception 

held by owner oil companies is that they do not need to 

define the FPSO or monitor FPSO contractors with the same 

scrutiny as other projects. Plus, as a fast and potentially cheap 

concept, leased FPSO projects are ideally suited for marginal 

fields. Clearly, this execution model for FPSO projects should 

deliver significant value to field owners. Unfortunately, IPA 

project data points in the opposite direction. The track 

record suggests that FPSOs struggle mightily to delivery on 

the promise of significant cost savings. In IPA’s database of 

96 completed FPSOs, these projects compare very poorly 

against other offshore concepts. FPSO projects experience 

worse outcomes in cost and schedule predictability, and the 

frequency of significant operability problems. This amount 

of cost growth represents a US$270 million overrun of the 

sanction estimate on the average FPSO in the IPA dataset. 

This poor performance seriously weakens the owner value 

proposition of the asset. The good news here is that within 

our sample of FPSOs, one small group delivered exceptional 

results. Fewer than 20% of the FPSOs in the IPA dataset 

delivered nearly on time, returned unused contingency to the 

project organization, and operated as expected. Here, we will 

identify how these well-executed FPSOs bucked the trend 

by completing execution on time and on budget, delivering 

value to their field owners. 

IPA has determined that the “go-to” go-fast characteristic 

that makes FPSOs most attractive is what often causes them 

to fail. FPSO projects’ reputation for speed is justified. On 

average, a well-defined and executed FPSO can be deployed 

with a 16 percent faster execution schedule than facilities of 

a similar level of complexity. This speed is not transferable to 

definition. Unfortunately, too many owner project teams try to 

accelerate definition. The reason this happens is because the 

two key drivers of project success, project team integration 

and project definition completeness, are undermined. As a 

result, project results suffer. When projects move too rapidly 

through project definition, it is much harder to achieve asset 

team integration. When asset team integration is not achieved, 

the project results suffer. Not having all functions present 

often results in misinformed target setting, reflecting poorly 

considered trade-offs, and a fundamental lack of alignment 

of objectives. On average, FPSOs that do not achieve asset 

team integration experience 22% more cost growth and 

15% more schedule slip. It is also important to note that the 

worst performing projects in the IPA sample were projects 

where the teams were not integrated. The other key driver 

is project definition completeness. This process develops 

the scope, plans, and processes of how a capital project will 

meet business objectives. It also addresses key questions 

about a project, such as its objectives, its scope, its schedule, 

its execution plan, and its stakeholder engagement plan. For 

FPSO projects, we see that successful FPSOs complete this 

definition and, as a result, set more realistic project schedule 
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delivery targets. Other FPSO projects who fail to complete 

this definition almost always fail to deliver on their promised 

schedule and nearly all of them experience exorbitant cost 

overruns in the effort. FPSO project outcomes are related to 

two aspects of project definition: engineering definition and 

project execution planning. IPA’s assessment of engineering 

definition considers the status of specific engineering design 

deliverables and participation by key stakeholders. Cost 

growth in FPSO projects shows a direct relationship with 

engineering definition. Those projects that complete their 

FEED engineering deliverables prior to the start of project 

execution experience very little cost growth on average. As 

the maturity of the engineering deliverables degrades, the 

average cost growth increases. However, many projects enter 

execution with little more than a functional specification. 

Those projects experience some of the highest levels of cost 

growth IPA has observed in FPSO projects.

Conversion FPSOs – those built from tanker hulls – require 

special consideration. IPA often observes converted FPSOs 

where the steel replacement work is often dramatically 

underestimated. This usually results in dramatic cost growth 

and seriously late delivery. The easiest way to avoid this 

growth and slip is to inspect the hull of the tanker to be 

converted prior to project sanction. When the project team 

fully understands the true scope of the steel replacement 

work prior to project authorization, they are best positioned 

to develop accurate cost and schedule estimates for these 

projects. If engineering definition addresses the scope 

of what needs to be built, PEP addresses the roles and 

responsibilities of all of the key participants and lays out the 

timing and ’choreography’ of all of the activities in designing 

and assembling the FPSO. The completeness of the PEP can 

have a significant impact on a project’s cost and schedule 

results. When done completely, the best array of sequencing, 

timing, staff, resources, and contracting and procurement 

strategies is more easily identified and selected. Project risks 

are also more easily identified and mitigated. Finally, a robust 

PEP with a detailed execution schedule helps in aligning 

the project cost and schedule estimates, helping prevent 

the phenomenon of overly aggressive schedules discussed 

earlier. FPSO projects that fully develop their project 

execution plan, as well as their detailed schedule, deliver 

projects on time. Unsurprisingly, as the level of detail of the 

PEP erodes, the average schedule slip increases.

Over 80% of FPSO projects experienced significant cost 

growth and schedule slip as they attempted to accelerate 

the project definition stage. As a result, these projects did 

not have integrated asset teams, very little detail in their 

PEP and engineering definition, and set very aggressive 

schedule targets. These formed a veritable “unholy trinity” 

of project practices. These end results, and the inability of 

owners to deliver the full value of the project opportunity, is 

not surprising. In order to deliver an FPSO project on time 

and on budget, one must resist the desire to accelerate 

project definition, and allow sufficient time to form an 

integrated asset team and complete FEL. This is the best 

way to deliver on the promise of value in an FPSO project.

David Rosenberg, Senior Consultant at Independent 

Project Analysis (IPA)

OUR TAG LINE SAYS IT ALL!
experience   innovation   integrity

Alpha Deepwater Services is a one-stop shop providing support 
for exploration advisory services through full field development.

Call ADS for a consultation today: +1 281-591-3101

We specialize in solving unstructured problems
-and adding value to your projects!
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INNOVATIVE TECHNOLOGIES FOR 
SUBSEA RESERVOIR RECOVERY
OneSubsea® delivers integrated solutions, products, 

systems, and services for the subsea oil and gas market. 

The company offers a step change in reservoir recovery 

for the subsea oil and gas industry through the integration 

and optimization of the entire production system over 

the life of the field. OneSubsea leverages Cameron’s flow 

control expertise, process technologies, and world-class 

manufacturing and aftermarket capabilities, along with 

Schlumberger’s petro-technical leadership, reservoir and 

production technology, and R&D capabilities. OneSubsea’s 

unique Pore to Process™ offering helps provide end-to-

end solutions from reservoir to surface, addressing client 

challenges with the goal of optimizing production and 

increasing recovery.  

In 2014, OneSubsea was awarded a US$270 million 

contract by PEMEX to supply subsea hardware for the 

Lakach deepwater development, the first deepwater 

field to be developed by PEMEX. The scope of supply 

for the seven well system includes subsea production 

equipment and tooling. OneSubsea will also provide 

installation and commissioning services. Planning is 

currently being carried out in Houston alongside a team 

of PEMEX engineers. Deliveries are expected to begin in 

2016. “OneSubsea is very honored to have been awarded 

PEMEX’s first subsea production system to be installed in 

Mexico,” said Francisco Nuñez, Regional Sales Manager 

for Latin America of OneSubsea. “OneSubsea will be 

working closely with PEMEX, IOCs, and independents as 

they develop their strategies to take on deepwater areas 

offshore Mexico. I am really excited to see how Mexico’s 

assets will be developed moving forward.”

Offering a comprehensive, reliable, in-house suite of subsea 

technologies and services strongly positions OneSubsea to 

effectively partner with operators in Mexico. OneSubsea is a 

leading provider of subsea production and process systems 

and life-of-field services. The company’s integrated solution 

capabilities extend from the reservoir pore space to the 

surface, including the well completion and subsea production 

systems. This unique combination of skills ensures the most 

adaptable solution to improve performance throughout 

the changing reservoir and production conditions over the 

full life of the field, increasing production and enhancing 

recovery. “OneSubsea focuses on those areas where we can 

support our operator partners from the early engineering 

stages, as well as apply our innovative technology portfolio 

in order to maximize the reservoir recovery factor. In Mexico, 

there are major areas of opportunity with subsea boosting 

technologies and production assurance capabilities,” 

comments Nuñez. While subsea boosting is relatively new 

to operators, OneSubsea has been at the forefront of this 

technology for more than 20 years, having supplied 85 

subsea pumps worldwide. 

INTEGRATE End-to-end solutions from 
reservoir to surface COLLABORATE Early 
engagement to anticipate challenges and 
improve decisions ENGINEER Optimal 
system architecture to increase life-of-
field production CONTROL Continuous 
monitoring to manage changing reservoir 
conditions BOOST Production with 
scalable processing solutions ENHANCE 
Financial return over the life of the field

LEARN more about our unique, unrivaled 
approach at www.onesubsea.com A

D
01

78
4O

SS

A unique approach for optimized 
production and increased recovery OPTIMIZE

FROM PORE TO PROCESS
TM
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not expecting much growth or increase in revenue, we are 

simply expecting to maintain a steady income plateau. 

Q: Where will FMC focus its strategic efforts throughout 

2015 and beyond?

A: Our main focus will be on our business relationship with 

PEMEX throughout 2015, where we will help the company 

face new challenges and enter into JVs. We want to continue 

supporting PEMEX’s operations while learning about 

its subsea needs, be it for its own projects or for its joint 

ventures. If we look at heavy oil developments, we need to 

pay careful attention to who will be working with PEMEX so 

that we can assist both parties; we are interested in these 

opportunities since we are very experienced in these types 

of projects. We already advised PEMEX on how to develop 

the heavy oil field Ayatsil-Tekel. In the end, PEMEX chose 

what we expected, a fixed platform system, and so we began 

providing the surface wellhead systems for the topsides. All 

in all, whether it is PEMEX working alone or in partnership 

with another operator, we will be there. However, future 

projects will not be carried out at depth of 120m, but rather 

in deeper and more complex conditions, where platforms 

are not the most suitable development solution. 

.

Q: What lessons should be learned from the development 

strategy and contracting process for Lakach?

A: PEMEX wants to learn about technologies for these 

kinds of fields. While this is a good thing, Lakach became 

a very complicated project, not only for PEMEX but for 

other companies involved as well. There is no limit in 

liability by pollution, according to the new Environmental 

Liability Law. Many companies did not approve of the 

terms for working on this project, service, construction, 

or other types of providers. Hopefully, all companies 

involved will cover every aspect of the field’s development 

to ensure safety, and that no accident occurs, because if 

a blowout or some other uncontrolled problem comes up 

and pollutes the environment, it will be a disaster.

Q: How has your outlook on the Mexican oil and gas sector 

been impacted by the Energy Reform and the structural 

changes within PEMEX?

A: Due to the Energy Reform, new rules, the migration 

of contracts, the upcoming entry of new operators, and 

PEMEX’s new corporate structure, the market has suffered 

a big contraction. The impact of this contraction was about 

30-40% in general terms. Every company that works in the 

Mexican oil and gas industry essentially works for PEMEX, 

so many were impacted by this contraction. Only those 

companies that are already well-established through ongoing 

contracts with PEMEX have enjoyed business as usual. Paired 

to this, we expect 2015 to be complicated because of CNH’s 

bidding rounds and SENER’s need to move very fast. Once 

SENER and CNH publish the contracting models and the 

final contract specifications of each block to be tendered, 

companies will take their time in analyzing every opportunity 

available. The first contracts will be awarded in the second 

half of 2015, which means that the winning companies will 

likely begin their activities by the first half of 2016. 

In addition, we expect PEMEX to move forward quickly. 

Considering the areas and fields awarded to the NOC in 

Round Zero, it will forge ahead with sustained production at 

the Cantarell and Ku-Maloob-Zaap fields. It will also take on 

new projects in heavy oil, shallow waters, and onshore areas. 

Yet, PEMEX has to move even faster than it is doing at the 

moment. It is already very close to defining its new upstream 

and downstream framework, and is working on how to attract 

the right partners for its farm-outs, and how it will find the 

right investors. This process will take at least six months. If 

this scenario occurs, PEMEX will probably begin the pre-

evaluation of its projects by the last quarter of 2015 and 

extend into 2016. Although 2015 will be another complicated 

year for the industry, FMC Technologies (FMC) has established 

contracts with PEMEX for the assets that maintain the 

country’s production levels. Therefore, we will be able to keep 

working with PEMEX steadily throughout 2015. While we are 

| VIEW FROM THE TOP

STRATEGIC FOCUS TO 
POSITION RANGE OF 
SUBSEA TECHNOLOGIES
ERNESTO INIESTA
Commercial Director of Subsea Systems at FMC Technologies

In March 2015, FMC Technologies and Technip launched Forsys Subsea, a 50/50 joint venture with the objective of 

redefining the way subsea fields are designed, delivered, and maintained. Forsys Subsea aims to significantly reduce the 

cost of subsea field development and provide the technology to maximize well performance over the life of the field.
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Q: What are the main technical challenges that you can 

help operators to overcome in deepwater processes? 

JB: In the first place, hydrate inhibitors are one of our strong 

suits. Hydrates are bad news when gas is being produced 

offshore, so we provide hydrate inhibitors that prevent 

millions of dollars in capital expenditure from being invested 

in equipment and other chemicals to treat the equipment. 

We offer a chemical product package that is directly injected 

and removes the need to spend money on protecting the 

equipment. Several of our international customers deem our 

product to be the best in its class, as it produces great water 

quality and superior hydrate protection. It also means it has 

been tested in our clients’ labs, our labs, and in third party 

labs. We are constantly coming up with new hydrates. We are 

also offering flow assurance and have experience in this area 

in West Africa and the Gulf of Mexico. Asphaltene inhibition 

is important with Mexican crude types as they are heavy and 

mixed with lighter crude oil, making oil compatibility an issue 

Q: Which of your oilfield chemical solutions have truly made 

a difference for your clients in the last year?

JB: Our clients want us to keep cost-effectiveness in mind. 

They are making technically conscious decisions which 

will allow them to increase production and revenue, while 

looking into chemical options that require lower doses or 

are cheaper. Customers are also asking us for monitoring 

solutions to make sure the programs we have in place are 

covering their asset’s needs. They want to have control 

over the amount of chemical product being used in a field 

in order to avoid overapplication and to reduce costs. We 

usually provide such options but we are now being required 

to report more information than normal. In the North Region, 

we have optimized our demulsifier programs while keeping 

our overall costs down by introducing new technologies. We 

are working on several projects in the South Region revolving 

around cost-effective, advanced technology products like 

scale inhibitors and asphaltene inhibitors. 

| VIEW FROM THE TOP

LEFT: James Buis, District Manager Mexico of Nalco Champion

RIGHT: Virgil Little, Corporate Scientist of Nalco Champion

CHEMICAL SOLUTIONS 
FOR DEEPWATER 
PRODUCTION

SEVERAL OPTIONS AVAILABLE TO BUILD 
MEXICO’S OIL AND GAS TALENT POOL  
The fall in oil prices was followed by a wave of layoffs from 

PEMEX. While this might seem like a tragedy to many, it 

provided a great window of opportunity for IPS Powerful 

People, an international recruitment and payroll company 

with over 27 years of experience. Guido van der Zwet, 

Business Manager for Latin America of iPS Powerful People, 

believes PEMEX is trying to eliminate redundant positions. 

“In companies like Shell, BP, and Petrobras, one person 

matches one position. To avoid unnecessary expenses, 

PEMEX is aiming for that efficiency in order to compete with 

international companies.” In anticipation of oil prices going 

up once more by the second half of 2015, as some analysts 

predict, iPS Powerful People is trying to reach many of those 

affected by the recent layoffs. “This forecast, along with 

the results of the bidding rounds that are scheduled to be 

announced in July, will enable us to have a clearer picture 

of where the entire industry will be headed by the end of 

2015,” says Van Der Zwet. iPS Powerful People is preparing 

for the intense recruitment that is likely to take place. Layoffs 

have been happening all around the world, which means that 

skilled professionals from different markets have become 

available. For Van Der Zwet, this provides great opportunity 

to overcome some obstacles Mexico will face very soon. 

For instance, Mexico has barely any expertise in deepwater 

operations and will need experienced foreign talent to 

develop this segment. Van Der Zwet says the natural trend 

will be for those foreign professionals to train the locals, 

to transfer knowledge to the Mexican workforce. For iPS 

Powerful People, therefore, bringing in talent from abroad 

should always be considered an option. Importing talent has 

its pros and cons, which Van Der Zwet is swift to explain. “For 

instance, most foreigners do not speak Spanish, which limits 

their chances in some positions available in Mexico. Salaries 

are another important aspect that is determined by supply 

and demand. At the moment, as a result of all the layoffs, 

salaries are trending downward. However, I believe that 
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for flow assurance. Nalco Champion has new asphaltene 

inhibitors which are essential in differentiating the way we 

can help our customers achieve their productivity goals. 

These are the two main segments that we are focusing on, 

although we are also looking at flow management scale 

inhibitors that get into deeper and hotter areas. Developing 

products that work in environments that are extremely hot 

and highly pressurized is challenging, but we have products 

developed for such specific circumstances. We are really 

excited about the deepwater segment because we feel we 

have the technological dominance to secure that segment. 

Q: Has Nalco Champion developed products for specific 

challenges in Mexico that later became useful worldwide?  

VL: Mexico is different from what we see in most of 

the world. The conditions are much more severe here. 

Mexico has a lot of heavy crude oil with API gravity levels 

ranging from 9-12° with an average ambient temperature 

in most places, whereas the rest of the world uses heat 

from changes in different processes to support the 

treatment. Therefore, we have developed intermediaries 

that are functioning really well at treating areas with lower 

temperatures and low gravity crude oil challenges. Next, 

there are cases where operators bring completely different 

crude oils to one dehydration plant. We have developed 

a single demulsifier, instead of four or five, which treats 

the entire production stream and certainly saves money 

on inventory and pumps. This product really feels to us 

like a game changer in this specific area. Finally, our other 

strengths are shale chemicals, paraffin inhibitors, and 

dispersants. Paraffin seems to be the biggest problem in 

shale oil, so, when Mexico starts developing these fields, 

we will have many products developed and ready to go. 

Q: What are the challenges you have to overcome to 

convince your clients that your chemical solutions work 

better than their traditional solutions?

JB: Our solutions are fully beneficial when we are involved 

in projects upfront. That way, we can offer advice on the 

equipment that is actually necessary and support the 

decision-making process. For example, companies often 

want to use ethylene glycol regeneration units as hydrate 

inhibitors, while our experience has shown us that these 

can sometimes cause more problems than they solve. In 

certain cases, the use of hydrate inhibitors does not make 

sense when considering the life of the field. However, if 

we are included upfront and treated as partners, we can 

help prevent the hardships of purchasing unnecessary 

equipment and later having to change toward a different 

chemical program. Being involved early also allows us 

to characterize the fluids and the system, understand 

how to work with the infrastructure that the client is 

planning to build, and advise on different criteria, like flow 

management and asset integrity.

the salaries will recover as soon as the Round One process 

concludes, which is when the real projects will begin.” Salaries 

will also play an important role when preparing economic 

proposals for tenders, which must consider personnel costs 

for projects that are expected to have a duration of at least 

25 years. “This sort of information is necessary to being 

negotiations with PEMEX, CNH, or SENER,” he comments. 

These challenges are not to be overlooked, and Van Der Zwet 

highlights the importance of tender managers in order to 

have this information available. 

Overall, Van Der Zwet believes salaries in Mexico are quite 

competitive, although this is a matter of perspective. For 

instance, when compared to countries like the Philippines 

or India, Mexican salaries are 40% higher while significantly 

lower than the US, Europe, or even Brazil. Travelling costs 

are another aspect that should be considered. For example, 

given the temporary nature of certain missions within the 

oil and gas industry, flying someone within Mexico is more 

cost-effective than flying someone from another country. 

“For PEMEX contracts, particularly in the case of contracts 

for platforms, periods as short as 14 days are contemplated. 

Moving people around every 14 days is rather expensive,” 

comments Van Der Zwet. Conversely, importing talent can 

lead to increased knowledge in sectors such as deepwater, 

and the development of new skills. For Van Der Zwet, this is 

an added value of hiring foreigners. The cultural differences 

can also be an advantage. “Summarizing, the pros I see are 

expertise, knowledge and determination; the cons would be 

working under PEMEX’s rules, local salaries, travelling costs, 

and the language barrier,” he concludes. 

Another niche of knowledgeable people consists of 

those who are retiring from PEMEX. “We are aware that 

throughout 2015 and 2016, over 6,400 PEMEX staff will 

retire and the NOC will only try to retain around 30% of 

them,” tells Van Der Zwet. He adds that foreign companies 

sometimes recruit former PEMEX workers as consultants to 

advise on how to handle collaborating with PEMEX. Such a 

need is only set to increase, given the number of projects 

PEMEX is likely to seek partners on. “It is important to have 

these people and to know that they are out there. However, 

it is equally important to identify the ones that can really 

bring the most value to one company’s activities.”
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trends, and our global experience. It is important to mention 

that Bureau Veritas seeks to replicate good business models 

in different countries. For this, it is essential to have a deep 

knowledge about of local markets so that our solutions 

can be successfully developed in any given country. Our 

strategy for developing economies has been to develop a 

flexible solution based on a successful model that respects 

the culture and demands of the new market rather than 

import a fixed solution from a mature country.

.

Q: What testing services do your facilities in Mexico 

provide on a standalone basis and how do they collaborate 

with Bureau Veritas’ facilities worldwide?

A: Bureau Veritas provides a wide range of inspection and 

laboratory testing services for all types of commodities, 

with a special focus on the oil and petrochemicals industry. 

Our testing services include oil, gas, and fuel testing, carried 

out according to international accreditations as required 

by oil and gas operators. Our testing facilities in Mexico 

are integrated with our facilities worldwide in such a way 

that we can provide full testing services. We opt to bring 

international best practices to the national industry in order 

to generate more efficient and safe projects in the country. 

Our services, however, not only apply during the CAPEX 

phase of the projects, but also during the OPEX stages. 

Through our global presence and continuous technological 

development, we are able to integrate different solutions 

for all stages of an asset, and thus allow for our clients’ 

management strategy to be implemented smoothly.

Q: What are the most crucial steps that can be taken by 

deepwater operators in Mexico to prevent accidents and 

mitigate risks? 

A: In order to prevent accidents and mitigate risks in 

deepwater operations, as in any other risky activity, the first 

step is to comply with applicable standards and regulations, 

from design to procurement, construction, commissioning, 

and testing. Most of the accidents in this industry are caused 

by overconfidence in the performance of common tasks. 

This is one of the main reasons why TIC companies are so 

important to mitigate risks. After all, our core business is to 

assure the compliance of applicable standards and lowering 

the probability of a failure or accident. 

Q: How has the Energy Reform changed Bureau Veritas’ 

estimation of the importance of the Mexican energy 

sector in its global client and services portfolio?

A: Since we established operations in Mexico in 1982, the 

country’s energy industry has played an important role in our 

global portfolio of services and clients. With the opening of 

the market and the changes in PEMEX’s and CFE’s mission 

and business strategies, Mexico is clearly a key location for 

the future and a priority for our portfolio expansion. Mexican 

regulatory agencies are looking for a flexible normative 

benchmark aligned with international best practices that is 

not restrictive to the development of businesses. The new 

organization of the energy sector and the new organisms 

created after the Energy Reform, such as ASEA, clearly 

demonstrate a special concern for assuring the protection of 

the environment and the safety of workers. Because of this we 

hope to contribute more to the development of the Mexican 

energy industry. Bureau Veritas, as a global leader in Testing, 

Inspection, and Certification (TIC) services, can help the 

energy sector meet the growing challenges of quality, safety, 

environmental protection, as well as social responsibility. 

The creation of ASEA, as a robust organization with a clear 

definition of its roles and responsibilities, is very favourable 

for TIC companies. After all, we are specialized in helping our 

clients achieve the main objectives set forth by this organism: 

to allow the exploration, production, transportation, and 

distribution of oil and gas in a safe and efficient way that 

ensures the protection of people and the environment. 

Q: How does Bureau Veritas ensure it constantly meets 

the changing needs of its clients, improves the quality of 

its services, and expands its service offering?  

A: Our external growth strategy is focused on 

complementing our business portfolio by means of 

acquiring companies that not only share our values, our 

code of ethics, and have a similar service offering, but also 

add innovations to our current portfolio. When we decide 

to externally complement our portfolio, we look to better 

satisfy the needs of our clients by fulfilling possible gaps 

in our service offering. We follow a similar approach to our 

training programs in Mexico. Our training services are based 

on a balance between the trends and requirements defined 

by the local market, innovations based on international 

| VIEW FROM THE TOP

GLOBAL TIC LEADER 
EXPECTS HIGHER 
STANDARDS IN MEXICO
RAFAEL PARRILHA
Director General of Bureau Veritas
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Q: What new services can OH Maritime offer to the market 

ahead of the upcoming deepwater licensing phase?

A: We are currently participating in a couple of projects. In 

one of these, we provide bunkers to Mexican operators, 

essentially supplying marine diesel oil or intermediate fuel oil 

to vessels that operate here. We will continue to provide this 

service through a joint venture, named Maritime Fuel Supply. 

This year, we will bring in a new bunkering vessel that has a 

2,000-tonne storage capacity, which is greater than any of 

our competitors in Mexico. The fleet that currently provides 

these bunkering services in Mexico is quite obsolete. Two 

Liberty vessels are still being used in Mexican waters, which 

were built in 1944 and were used to supply the Pacific front 

during World War II. These provide very slow service, small 

storage capacity, and a low pumping capacity. They are 

naturally far outside international safety requirements. If this 

situation remains the same, there will be problems when 

international operators enter the market. Since companies 

have vessels with enough capacity to avoid bunkering in 

Mexico, they could well choose to go to Panama or the US to 

refuel. Furthermore, the quality of oil products in Mexico is low, 

with high sulfur, heavy metal content, and a low flash point. 

Due to the Energy Reform, we will be able to start improving 

bunkering services in the country by improving the quality 

of oil products that will be sold in Mexico through imports. 

This will help the country meet international standards and 

comply with MARPOL Annex VI, which is part of a treaty that 

Mexico signed, allowing it to obtain ultra-low sulfur diesel for 

vessels in Mexico to decrease air pollution. 

Q: What long-term trends will shape the Mexican maritime 

transportation industry?

A: Mexico has an obsolete fleet of over 25 years old with 

few new ships being built. However, the country used to 

be a market of operators, not of ship-owners, which is 

about to change. Fleets are now actively being updated 

and renewed, and certain suppliers have followed suit 

since PEMEX began this process. This is an area where OH 

Maritime wants to participate. If Mexican operators do not 

become ship-owners, the market will start passing them by 

as international oil companies will come in with their own 

fleets. After all, these companies will not hire antiquated 

vessels instead of using their own younger models. 

Q: How have the main trends for maritime services in 

Mexico affected your performance over the past year?

A: The industry has changed. Traditionally, the offshore 

industry depended on PEMEX, but we will now have the 

opportunity to provide our services to private operators 

entering the Mexican market following Round One. Our 

focus is on seismic fleets, which carry marine seismic 

acquisition surveys below the seabed, using vessels 

towing a large array of seismic instruments. There are 

less than 70 vessels of this kind in the world, meaning 

that very few companies have provided these services 

in Mexico. As these services became more of a priority 

for PEMEX, competition began to arise, and companies 

such as CGG entered the market. Since then, CGG has 

been awarded contracts to acquire very large high-end 

seismic acquisition surveys in the Mexican waters of the 

Gulf of Mexico on behalf of PEMEX. To execute this project, 

CGG needed to change its Mexican fleet operator, which 

provided the opportunity for OH Maritime Services to start 

operating. OH Maritime had provided consultancy services 

but had never operated fleets before. When CGG invited 

us to participate in a private bidding, we presented the 

solutions it needed and were awarded part of its first WAZ 

project in Mexico, which involved ten vessels. Moreover, 

CGG recently created Seabed Geo Solutions, a JV with 

Fugro, broadening the scope of projects for us. 

Q: What are the main differences between international 

and Mexican oil and gas maritime markets?

A: International practices for chartering contracts 

cannot be applied in Mexico due to PEMEX’s different 

regulatory requirements. International chartering formats 

are occasionally reviewed by technical committees, but 

their payment terms are very clear. With PEMEX, the first 

payment is made 90 days after the invoice is received, 

which is completely out of the ordinary. Internationally, if a 

company does not have a credit history with a ship owner, 

they will pay in advance. If these two parties have a longer 

relationship, credit may be extended for a maximum 

of 30 days, although seven days is more commonplace. 

Chartering vessels involves a high daily cost, which means 

that companies like ours face huge financial costs during 

the three months before PEMEX pays us. 

| VIEW FROM THE TOP

MEXICAN FLEETS MUST 
BE RENEWED OR WILL 
BECOME OBSOLETE
PAVEL HERNÁNDEZ
Director General of OH Maritime Services
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| TECHNOLOGY SPOTLIGHT

FLYING FURTHER AND FASTER FOR THE OIL INDUSTRY

Transportation and logistics can be two highly challenging 

aspects of the oil industry, and relocating staff between 

the shore and offshore platforms by air can only be 

performed with the safest and most reliable aircraft on the 

market. The 7-tonne H175 designed by Airbus Helicopters 

is a new-generation medium-sized rotorcraft that complies 

with the most recent and strictest regulatory requirements. 

It was developed in cooperation with helicopter pilots and 

oil companies with the aim of creating a rotorcraft solution 

that could help save lives and carry passengers safely 

in harsh maritime environments. Thanks to its energy-

absorbing landing gear, fully-redundant systems, and 

emergency floatation devices that have the capacity to 

inflate during flight or automatically at ditching, the H175 

complies and exceeds the latest CS-29 standards. In order 

to further enhance its safety systems, Airbus Helicopters 

integrated Helionix, one of the most advanced avionics 

suite and autopilot systems around into the H175. Its 

functions include innovative automatic recovery modes in 

case of pilot disorientation, automatic collision avoidance, 

and easier final approach to avoid crashes at low altitude. 

The Helionix system allows the pilots to ensure flight 

precision and stability during flights even under the most 

extreme weather conditions. Another appealing feature of 

the H175 for the oil and gas industry is its high performance 

in search and rescue (SAR) operations. The helicopter’s 

automatic flight control system allows for advanced 

hovering precision and stability. This is a determining factor 

in safely conducting hoist operations when maneuvering 

near obstacles. For these type of missions, the rotorcraft 

can be reconfigured with a SAR operator’s console and 

BUILDING A HELICOPTER FLEET 
THAT MEETS TOMORROW’S NEEDS

Enrique Zepeda Navarro, 

Executive Director and 

CEO of Transportes Aéreos 

Pegaso (Pegaso), admits 

2014 was a rough year for 

service providers to the 

Mexican oil and gas sector. 

His gloomy outlook comes 

from the paralysis suffered 

by the industry due to the 

long time it took for the 

rules of the Energy Reform to be settled, which has persisted 

into 2015. “The expectations were very high, but now that 

everything has been approved, we see how many challenges 

still lie ahead. Alongside that, the international image of 

Mexico has changed for the worse. The Energy Reform was 

promoted for a long time, took much longer than expected, 

and now everything has been turned upside down.” According 

to Zepeda, part of the responsibility for changing Mexico’s 

international perception falls on companies such as Pegaso, 

a leader in cargo and personal offshore air transportation 

in Mexico. Through the adoption of international standards, 

the company is seeking to provide its services to the IOCs 

and independents that are expected to enter the market. To 

do so, Pegaso is adapting to the different requirements that 

these companies have, as compared to existing customers 

like PEMEX, Halliburton, or Schlumberger. These variations 

cover Safety Management Systems, crew training, and flight 

equipment, among others. “There are some rules that apply 

in the North Sea, known as OGP, which are required by 

foreign companies as safety precautions. Although these are 

not necessary for the conditions of the Mexican environment, 

we are preparing to  meet these requirements,” he admits.  

Pegaso, which has three decades of experience flying 

to PEMEX’s platforms in the Gulf of Mexico, was the first 

Mexican aviation company to obtain the global ISO 

9001:2000 quality assurance certification back in 1998. 

Today, the company wants to stand out as a pioneer as 

the oil and gas sector adopts higher standards of security, 

reliability, and efficiency. “Currently, 20% of our fleet meets 

OGP rules, whereas none of our competitors do so yet. By 

making certain modifications and lowering the number of 

passengers per flight, we could increase that percentage,” 

Zepeda says. “The competition in our segment cannot 

come from abroad since the Energy Reform did not change 

anything regarding aviation laws. Foreign airlines are not 

allowed to provide passenger transportation within Mexican 

borders. The only chance for them to enter this market is 

by partnering with Mexican companies.” With a fleet that 

includes 28 Airbus helicopters, including the EC155, EC145, 

EC135, and EC130, Pegaso had an annual record in 2013 of 

600,000 flight hours, transporting more than 2.25 million 

passengers. “In 2014, we added two extra EC155s to our 

fleet for heli-lift missions to deepwater oil and gas platforms 

in the Gulf of Mexico. It was quite a busy year during which 

Enrique Zepeda Navarro, Executive 
Director and CEO of Transportes 
Aéreos Pegaso
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an emergency cabin to provide medical care to injured 

personnel.

In terms of economic performance, the H175 offers good 

payload capacity for short and long-range flights, and is 

powered by the latest PT6 engine from Pratt & Whitney. 

With a 16 passenger configuration, the H175 has a 260km 

range, which can be extended to 370km without the need 

of auxiliary fuel tanks if it carries under 75% of its passenger 

capacity. In fact, this airborne vehicle has 30% more capacity 

in tank storage than other aircraft in its class. One of the most 

impressive capabilities of the H175 is its versatility for different 

flight missions. The helicopter can be reconfigured for almost 

any application such as long endurance flights of over six 

hours, rescue operations, or even fast cruising at speeds up to 

160 knots. The integration of these technologies has resulted in 

great benefits for oil companies, as excellent payload capacity 

and high flight speeds combine for stellar cost-effectiveness. 

In order to achieve the utmost efficiency and lower operating 

costs, Airbus Helicopters has also managed to optimize the 

scheduled maintenance planning for the H175 by gathering 

feedback from operators. This allows maintenance crews to 

improve visual inspections, gear lubrication, and operational 

or functional revisions. Furthermore, the H175 incorporates 

an advanced anomaly detection system that helps to detect 

even the smallest malfunction. All the maintenance devices 

included in the H175 contribute to achieving higher aircraft 

availability and improvements in safety as well as operational 

procedures. Airbus Helicopters has crafted a versatile 

transportation vehicle for the oil industry, not only due to 

its enhanced flight safety but also because of its mission 

adaptability, and simplified maintenance.

PEMEX was still our main customer,” he shares. The EC155 

long-range, twin-engine helicopter may be one of the 

most popular choices for oil and gas transportation needs 

worldwide but it does not fully meet OGP standards. “The 

EC155 only meets 80% of OGP requirements because of the 

power of its engines. It was initially banned in the North Sea 

before being brought back two years ago. This was because 

the model that replaced it, the Augusta AW139, presented 

various problems, mainly related to the motor brakes, which 

caused several accidents. We are now evaluating precisely 

where we stand with the OGP rules,” Zepeda states.

In order to get closer to full OGP compliance, Pegaso has 

already put in an order for the brand new Airbus Helicopters 

H175. This next generation, twin-engine helicopter presents 

more space per seat, offering more comfort in its wide 

cabin for 16-18 passengers. In addition to having the largest 

cabin in its class, the H175 incorporates a class 1, high-speed 

double hoist, a drip tray for additional protection from water 

during rescue operations, and two external life rafts with 

an 18-person capacity with Sea State 6 certification. “The 

H175 fulfills all OGP requirements. The plan is to use these 

models for deepwater operations, even though activity in 

this segment has been slow lately. It will take time for these 

projects to begin oil production, but we will see activity 

increasing in the next three years,” he tells. For PEMEX’s 

exploration activities, Pegaso has enough capacity to serve 

the NOC with its four EC155s, which provide optimum 

range, accessibility, and safety. “The only issue is that we 

cannot evacuate all the staff from the oil rigs with our 

available units. PEMEX will have to buy more capacity for 

such security reasons. This is why we purchased the EC175, 

which will be used to cover that eventuality. We will see if 

PEMEX decides to invest in the EC175 itself, as it has never 

followed OGP rules until today. Even foreign companies on 

the US side of the Gulf of Mexico sometimes decide against 

complying with these rules,” says the CEO. Fully complying 

with OGP rules would also help Pegaso reassure PEMEX 

and other potential clients about its quality as a partner. 

“We have clients from China, France, Canada, the US, and 

many other places, that are working with PEMEX and audit 

our services every year. The Mexican aviation authority, 

DGAC, and PEMEX both audit Pegaso on a yearly basis as 

well. We are audited almost every month, and we welcome 

these audits as we do not cut corners on either training or 

maintenance,” concludes Zepeda. 
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Shale oil and gas now represent a vast proportion of US oil production, while unconventional 

resources in Mexico remain largely untouched. Although the drop in oil prices has a significant 

impact on the future of US unconventional plays, it is not the main reason of Mexico’s late entry 

into this market. Under the former upstream monopoly, PEMEX lacked incentives to invest in 

shale oil and gas exploration and production, since higher value opportunities existed across 

the various segments of its portfolio. The Energy Reform is destined to unlock Mexico’s shale 

potential, while also creating new opportunities for the development of Chicontepec, although 

the inclusion of unconventional areas is up for debate, at least in the number of areas to be 

made available. The role of unconventional resources in Round One will be directly dependent 

on the development of the oil price, as well as the opportunity for the Mexican State to award 

such fields under a fiscal scheme that creates a win-win situation for both the government and 

private operators. 

This chapter will track the views of PEMEX, government officials, and service companies that 

are eagerly waiting for Mexico’s equivalent of the US shale gas boom. It also includes input from 

consultants working with authorities in states like Coahuila and Tamaulipas in order to prepare 

the ground. Finally, established oil and gas companies, that are keen to team up with PEMEX to 

develop Mexico’s unconventional resources, also offer their expert opinions. 

8

C-0112, Mexico Oil & Gas Review (2015)



Environmental Resources Management is a leading global provider of environmental, health, safety, 
risk, social consulting services and sustainability related services. We have more than 5,000 people 
in over 40 countries and territories working out of more than 150 offices. ERM is committed to 
providing a service that is consistent, professional and of the highest quality to create value for our 
clients. 

Over the past three years we have worked for more than 50 per cent of the Global Fortune 500 delivering 
innovative solutions for business and selected government clients helping them understand and 
manage the sustainability challenges that the world is increasingly facing.

With nearly 20 percent of ERM’s work being performed for the oil and gas industry, we have completed 
more than 5,000 projects working with some of the world’s largest and most recognized oil and gas 
firms worldwide.

Our key services are the following:
• Corporate Advisory Services (CAS)
• M&A Advisory Services
• Contaminated Site Management (CSM)
• Environmental Impact Assessment (EIA)
• Social Impact Assessment (SIA)
• Occupational Health & Safety Services
• Process Safety Management 
• Oil Spill Contingency Planning

Contacts: alberto.sambartolome@erm.com
                              

Mexico City   t.: +52 55 5000 2500   
erm.mexico@erm.com    www.erm.com

jaime.martinez@erm.com
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CLOUDY FUTURE FOR MEXICO’S 
UNCONVENTIONAL RESOURCES
The American shale gas boom was one of the feel-good 

stories of the global energy market in recent years. The 

plentiful and cheaply extracted resources to be found in 

various shale oil and gas plays would secure the US’ long-

term energy independence, while allowing it to reduce oil 

imports from unsavory regimes. It allowed it to stare down 

Saudi Arabia in November 2014 when OPEC refused to cut 

production, which many saw as a move intended to sink 

the profitability of American oil production. This was until 

the bottom fell out of oil prices, taking them from US$110 a 

barrel in July 2013 to US$45 in January 2015.

Shale is already claiming the lion’s share of gas production 

in the US, with about 20% coming from associated gas 

production with the versatile natural gas liquids also 

helping to detonate the shale boom, since they can be 

used as petrochemical feedstock and are not subject 

to export restrictions. However, this left the US market 

dangerously overexposed. In 2014, the average shale 

development in the US had a break-even point of US$57 

a barrel. However, even if US shale interests temporarily 

became unprofitable, the country had a major advantage. 

The infrastructure, equipment, and technology at Eagle 

Ford and other important shale plays are state-of-the-art. 

This means that operators can choose to hunker down 

and reduce spending, while ensuring that production can 

come racing back once profitability returns. Mexico does 

not have that option. 

UNCONVENTIONALS’ PLACE IN ROUND ONE

While the country is estimated to have profound shale 

oil and gas reserves, very little drilling has been done to 

prove them. Excitement about Mexico’s shale reserves 

can be traced back to the US Energy Information 

Administration. Its assessment stated that Mexico had 

technically recoverable shale gas reserves of 545tcf, or the 

sixth-largest in the world. However, a CNH report based 

on PEMEX information was released in December 2014, 

stating that Mexico’s prospective reserves only stood at 

141.5tcf. If accurate, this latter estimate would see Mexico 

tumble out of the top ten countries with the largest shale 

reserves. Either way, both assessments contain high 

degrees of uncertainty, with only drilling able to prove 

Mexico’s real reserves once and for all.

Starting in 2010, PEMEX has drilled about 20 exploratory 

wells in the Burgos Basin, which is part of the Eagle Ford 

play stretching across the Texas-Coahuila border and into 

Tamaulipas and Nuevo Leon. The first well, Emergente-1, 

reached down 2,500m but returned only an initial 

production rate of 2.8mcf/d. The second well, Habano-1, 

which focused on Eagle Ford’s liquids window, did not do 

any better, returning rates of 2.77mcf/d and 27b/d of crude 

oil. PEMEX has made ongoing promises, such as pledging 

in 2008 to drill 300 exploration wells dedicated to shale 

before downsizing that to just 75 wells to be done in 2015. 

The Energy Reform then came to derail these plans but 

this shows how economic circumstances and internal 

doubts may well have caused PEMEX to shy away from 

developing unconventionals. One PEMEX estimate stated 

that 40,000 wells would be needed to fully tap up Mexico’s 

shale reserves, at a cost of US$10-20 million per well.

With the arrival of Round One, real questions about the 

future development of Mexico’s unconventionals are being 

raised. In December 2014, Mexico announced the details 

about the first phase of Round One, covering 14 fields in 

the shallow waters in the Gulf of Mexico. This was a savvy 

move as, with PEMEX averaging production costs of 

US$22 per barrel in these fields, foreign operators would 

be attracted to these fields’ profitability even at low oil 

prices. The same does not apply to unconventionals and 

the PEMEX CEO, Emilio Lozoya Austin, has said that the 

unconventionals bidding phase of Round One might be 

pushed back or dropped altogether. “The exploitation of 

unconventional fields requires the drilling of thousands of 

wells annually as well as having an agile deployment of 

human and material resources. Most probably, with low oil 

prices, the bidding phases for shale oil and gas fields will 

have to be delayed until further rounds,” he said.

FOREIGN OPERATOR INTEREST

While markets and oil and gas companies alike may be 

excited about the opportunities to invest in Mexico following 

“Future oil prices will have a greater influence on shale 

projects because these have a different timeframe from the 

conventional fields included in Round One”

Lourdes Melgar, Undersecretary of Hydrocarbons at Ministry of Energy
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the Energy Reform, this does not mean the country can 

get away with anything. Any list of private sector concerns 

before investments are triggered will include regulatory 

transparency, set environmental protection rules, and clearly 

defined contracts. However, for the exploitation of shale, these 

lists will lengthen. The country’s shale reserves are mainly 

in the states of Coahuila, Tamaulipas, and Veracruz, all of 

which are plagued by security problems. Coupling uncertain 

reserves, large upfront investments, and the risk of insecurity 

may put certain companies off. Additionally, Mexico’s Burgos 

and Sabinas basins stretch across largely undeveloped areas, 

meaning that the government will have to invest in building 

infrastructure such as pipelines and roads, while also ensuring 

companies have access to a steady supply of water, which 

is essential to fracking. Finally, the lack of development in 

shale areas means that local communities have not had 

much experience negotiating with operators and developing 

a social license protocol. However, Mexico has received a 

measure of help from the US, which has been advising it on 

its own experience with resource assessments, environmental 

protection, and regulatory policies. Furthermore, the 

government has been taking steps to mitigate certain areas of 

concern. According to CNH, no unconventional blocks which 

lie in zones affected by violence will be allocated in Round 

One and all areas selected will be analyzed to confirm they 

are safe for bid winners to operate in. 

Given these hurdles, SENER and CNH are considering 

tweaking the fields that were originally chosen to make them 

more appealing. In the first and second phases of Round 

One, various fields have either been bunched together or 

further divided as the case may be. According to Lourdes 

Melgar, Undersecretary of Hydrocarbons at SENER, this 

ongoing analysis will be carried out at every stage, including 

unconventionals. “Future oil prices will have a greater 

influence on shale projects because these have a different 

timeframe from the conventional fields included in Round 

One,” says Melgar. Furthermore, Lozoya Austin has stated 

that the business model needed to develop Mexico’s shale 

fields would be suitable for smaller, agile companies. While 

this would enchant a Mexican government that wants to see 

Mexican operators arise, large players are not turning their 

noses up. This is evidenced by Guillaume Ropars, Director 

General of Total Mexico, who says that “we are aware that 

PEMEX has not prioritized the exploration and production 

of unconventional resources. However, we strongly believe 

that it should be a priority that could be materialized with a 

strong partner like Total.”

| SHALE OIL & GAS EXPLORATION
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dared to table. Operadora de Campus DWF had won with 

a bid at US$0.98 per barrel, Petrolite stood at US$0.49 per 

barrel, but Halliburton had trumped everyone by successfully 

winning a bid at US$0.01 per barrel. This was explained by 

legal experts as the winning companies being willing to take 

a gamble to secure contracts for their integrated services. 

According to David Enríquez, Partner at Goodrich, Riquelme 

y Asociados, these companies will produce enough to make 

their operations sustainable but will focus on drilling wells, 

sell registry lines, and acquiring seismic data and other types 

of geological information.  

Shortly after this, the Energy Reform kicked off, splitting up 

Chicontepec’s assets. In its wishlist for Round Zero, PEMEX 

signaled to the markets that it would not be focusing on 

unconventionals, as it focused on shallow and deepwater. 

Ultimately, PEMEX was awarded 3.82 billion boe in proven 

and probable reserves across the fields of Chicontepec, 

Ebano, Panuco, and Faja de Oro. This left 8.93 billion boe 

of prospective resources and 2.68 billion boe of proven and 

probable reserves for companies to bid on in Chicontepec 

and nearby unconventional fields as part of Round One. To 

what extent companies will be interested in doing so is tricky 

to ascertain. The geological variations within Chicontepec 

mean that production costs have been as low as US$20 per 

barrel whereas in other areas these can rise to US$40-50. 
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CHICONTEPEC

Spread across the states of Veracruz, Puebla, and Hidalgo, 

Chicontepec is Mexico’s largest hydrocarbon reserve to 

date, with around 17.7 billion boe and 28.4tcf of probable 

gas reserves. Such was the enthusiasm for its potential that 

President Vicente Fox once announced that PEMEX would 

invest US$37.5 billion by 2026, including the drilling of 13,500 

wells to reach a production target of 1 million b/d by that 

year. The field was even seen as the heir apparent to Cantarell 

in being Mexico’s go-to location for oil production. However, 

Chicontepec would be dogged from the start, preventing it 

from meeting its foreseen potential. After a period of heavy 

investment from PEMEX, all of Chicontepec’s wells produced 

22,700b/d in 2007, 29,300b/d in 2008, and 29,500b/d in 

2010. Furthermore, the complex geology at Chicontepec 

and the combination of extra-heavy crude interspersed by 

pockets of light and extra-light crude made a single drilling 

plan difficult. Determined to improve, 2010 saw PEMEX 

entrust five field laboratories to companies experienced in 

production enhancement, including Tecpetrol, Weatherford, 

and Halliburton. A range of technologies were deployed 

to various degrees of efficiency, including multifracking, 

water injection techniques, horizontal wells, and different 

combinations of these. Certain success stories emerged from 

this period, such as Weatherford’s work on the President 

Alemán field lab, which raised production from 836b/d of 

oil and 2mcf/d of gas in 2009 to 8,762b/d and 17.81mcf/d 

in 2012. Chicontepec’s total production seemed to be on 

the up, reaching 41,000b/d in 2010, 52,800b/d in 2011, and 

68,600b/d in 2012. To date, this 2012 result has never been 

topped as production was down to 48,800b/d for 2014 and 

43,600b/d for the first quarter of 2015. Another blow to the 

hopes for Chicontepec was the lukewarm market response 

to the round of ISC contracts in the area. Only three of the 

six blocks on offer were awarded, with Halliburton taking 

the right to operate Humapa, Grupo Diavaz’s subsidiary 

Operadora de Campos DWF winning Miquetla, and Baker 

Hughes’ Petrolite winning Soledad. After that, the market 

was shocked at the fee per barrels these companies had 
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Q: What are the main similarities and differences between 

energy reforms in other countries and the Mexican Energy 

Reform?

A: It is probably too early in the game to say what the 

major differences are, since only time will tell if the Mexican 

Energy Reform was successfully implemented. SENER and 

CNH are making adjustments based on the lessons they 

have accumulated and on the variations of oil prices in the 

global market. One of the advantages the Energy Reform 

has over other reforms, though, is the chance to learn from 

what was done in Brazil, Venezuela, Colombia, and other 

countries. The Mexican authorities did their homework. A 

lot of time was invested in analyzing how things were done 

elsewhere and learning from other countries’ achievements 

as well as from their mistakes. However, the wheel is not 

being reinvented. Certain modifications may have been 

made to tailor the Energy Reform to the Mexican legal 

framework, but that was to be expected. 

Q: What opportunities do you see for Baker Hughes as a 

result of Round One?

A: I am impressed by the fact that, so far, the timeline for 

the bidding rounds is being met. When the timelines were 

announced, we all felt they were a little too ambitious so 

it is commendable that the authorities have managed to 

keep up with their commitments. Considering that many 

governmental organizations were recently created or 

revamped to carry out the Energy Reform, they really 

stepped up to the plate. However, our take on the blocks 

available for Round One does not come from a point of 

view where we would consider participating. We are 

examining them as blocks that could bring opportunities 

and increase our customer base in Mexico. We are more 

concerned with the companies that are going to be 

interested in these blocks, in understanding what they 

gain from it, and deciding which operators could be a 

good fit for Baker Hughes to collaborate with. Our optimal 

partnership would be with an operator that places value 

on performance, on technologies, and on their application 

rather than just focusing on low prices. We are not low-

price providers and we intend to stay that way. Our goal 

is to be a high-performance organization with the best 

levels of technological field execution. The relationships 

Q: In 2014, Baker Hughes was awarded integrated service 

contracts (ICSs) for the Soledad and Corralillo fields in 

Chicontepec. How have these projects evolved during the 

last year?  

A: Operating in Soledad has been an enriching experience 

for Baker Hughes while it has also been beneficial for 

our neighboring communities. Our capabilities have 

progressed through our work in Soledad, as has our 

ability to successfully manage such fields in Mexico. 

Baker Hughes has also been very successful in operating 

the field at Corralillo where production surpassed our 

expectations. Our approach consisted of developing a 

deep understanding of the field, which encompassed an 

evaluation of its geology, determining drilling targets, 

and deciding on the right technology to be used. At 

Soledad and Corralillo, we have improved production and 

have operated the fields at an optimal level. However, 

while other operators have begun the migration process 

for ISCs since the Energy Reform, Baker Hughes has 

not yet begun this process. This means we still have 

much to learn from PEMEX and other operators. We are 

completing our understanding of how the migration is 

going to take place. We are obviously maintaining a close 

conversation with PEMEX, but since it is focused on the 

migration of Round One, our exchange covers exclusively 

informational processes. We have not yet started the 

negotiations. Nevertheless, becoming a partner of PEMEX 

implies a broader context. What we can offer PEMEX in 

Chicontepec is actually not that different from what we 

can offer it elsewhere, or even from what we provide to 

any of our clients. Our cutting-edge technologies and our 

high level of performance sets us apart from the rest of 

the operators. An added advantage is that Baker Hughes 

stays focused on operation, paying special attention to the 

particularities of each field and tailoring its efforts to that. 

However, our relationship with PEMEX will not change 

simply because it has become a productive enterprise of 

the state. It will remain our customer and the importance 

of this relationship will not change. While in Venezuela, I 

saw many companies which began paying less attention to 

the national oil company, PDVSA, when other companies 

were entering the market. In my opinion, an oil and gas 

operator should never neglect the national oil company.  

| VIEW FROM THE TOP

OILFIELD SERVICES 
LEADER MAKING CAREFUL 
OBSERVATIONS
HUGO ESPINOZA 
Vice-President Mexico and Central America Geomarket of Baker Hughes 

C-0112, Mexico Oil & Gas Review (2015)



249249249249

we have in different countries all over the world are usually 

with companies that place a high value on execution and 

technology, which increases the value of the reservoir, 

instead of just offering low prices. To our mind, a successful 

result for Round One would be seeing a diverse group of 

Mexican operators doing research and drilling in Mexico. At 

the end of the day, its success will depend on the quantity 

of oil being produced.

Q: Do you think the drop in the oil prices is affecting the 

evolution of the Energy Reform?

A: It certainly has an effect on the way the financial 

aspects will be calculated from the point of view of the 

IOCs. However, we must understand that many of the IOCs 

interested in the blocks are not necessarily looking for a 

short-term gain. They have been around for many years, 

some are even over a century old, which tends to give them 

a far longer time horizon. We understand there are cycles 

in this industry and we also recognize the geographical 

advantages Mexico has, especially as it is so close to the 

US, unlike Libya or Nigeria. On top of that, Mexico’s legal 

framework is beneficial to foreign investment. 

Q: What are your plans to introduce in Mexico shale 

technologies the company already relies on in the US?

A: The implementation of any technology has to be fit 

for a specific purpose. Each technology is introduced in 

response to a need that must be met, or an investment 

to be made for a certain field. This certainly applies to 

technologies like fracpoints or shadow plugs. I had the 

opportunity to manage the southern US region for Baker 

Hughes from 2008 to 2012 so I lived the shale boom from 

start to finish. Technology is constantly evolving and 

the implementation of specific technologies in Mexico 

will depend on when investments in unconventional 

oil and gas happen and in what timeframe projects in 

those fields take place. We have already used fracpoint 

systems in Corralillo very successfully. However, the 

introduction of such technologies in a specific field is 

always based on need. 

Q: What are your expectations for the development of 

unconventionals in Mexico over the long term?

A: I certainly see that happening in the long term since 

Mexico has a lot to offer on that front. I am a big fan 

of unconventionals and Mexico is in a very enviable 

position to develop them. After all, the implementation 

of unconventional projects is about mass drilling, with a 

large volume of wells, because of the natural decline curve 

of shale production. Baker Hughes has the knowhow to 

help start up unconventional production in Mexico. We 

are close to the US so we can bring in lessons we have 

learned from Eagle Ford and the Permian Basin. There are 

other jurisdictions doing well on tapping up shale reserves, 

such as China and Argentina, but in terms of implementing 

technologies and achieving production on a mass scale, 

Mexico is going to be a very natural fit for Baker Hughes. 

One of the lessons learned from Corralillo is that once we 

decided to move ahead with fracpoints or plug and perf, 

it was very quick to move equipment and technology 

across the border. We did not have to put our equipment 

in a container and ship it by sea as we did for Argentina. 

NAFTA means the movement of goods is very fast and 

Baker Hughes can count on close support from Corpus 

Christi and Houston. In the long term, the flow of oil and 

gas is going to be determined by the evolution of the 

economic situation. Currently, oil flows north and gas flows 

south but that could change depending on production. As 

gas production in South Texas declines, or if Mexico begins 

being serious about shale gas drilling and production, the 

direction of these flows may change. Being a neighbor to 

the US creates a very enviable opportunity for Mexico. 

Q: Which role will Mexico play in your global strategy? 

A: The Energy Reform should turn the tide in Mexico. 

Its advantages include an increased level of investment 

and its privileged geographical position. If an operator, 

such as a Houston-based IOC, decides to operate in 

Mexico, its adaptation process will be relatively smooth 

as communication can be conducted easily. Technical 

support and project design can be exchanged between 

the two bases of operation, something that cannot be 

done when operating in China and Malaysia.  
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A: JVS is confident that Mexico has a brilliant future in 

unconventional hydrocarbons. It is unquestionable that low 

oil prices have currently affected unconventional operators 

throughout the world. Many companies have slowed down 

or halted their exploration and production activities. 

However, we believe that there is a very promising outlook 

for future growth in different regions. The decrease in oil 

prices is only temporary. Different energy reports and 

forecasts show that the demand for energy will continue 

to grow incrementally, despite the current slowdown. 

We believe that the Burgos basin has a brilliant future in 

unconventionals, and the same applies for the Veracruz 

basin, which is also rich in unconventional hydrocarbons. 

JVS is certain that market forces will operate in favor of the 

development of unconventional hydrocarbons.  

Q: How can JVS help make the exploitation of shale 

reserves economically viable? 

A: JVS offers specific, systematic, and holistic solutions for 

water management and usage. The objective is to garner 

resources in the most beneficial manner, responding to the 

need to take care of externalities produced by hydraulic 

fracturing and sediment management. There are different 

companies offering specific solutions in this sector, yet, we 

believe that there is a need to interlink diverse services so 

that the systems for water management are sustainable. 

Q: Why should PEMEX work with you in such projects and 

not with large, well-known companies? 

A: Specialization and experience are very important. 

While large companies offer well-established and proven 

solutions, they cannot necessarily adapt to PEMEX’s specific 

decisions. JVS has the interest, expertise and willingness 

to analyze solutions case-by-case so as to develop very 

specific solutions for PEMEX and others. Furthermore, JVS is 

characterized by its capability to develop strategic alliances 

and relations. The company is based on relations with other 

firms and experts with significant expertise in distinct areas. 

JVS creates a context in which people and companies with 

diverse expertise cooperate and work together in the Mexican 

energy market. The capitalization of such experience implies 

that every solution provided by JVS is guided by professionals 

that dedicate their efforts to each particular challenge.  

Q: What circumstances led to JVS being created around 

the beginning of the Energy Reform? 

A: Mexico is facing significant changes as a result of the 

Energy Reform and the transformation of PEMEX. 2015 is a 

pivotal year as the new laws are applied in a renewed market 

context. In this environment, JVS wants to position itself in 

advance to respond to the new challenges that will emerge 

for operators participating in exploration and production, 

especially PEMEX. JVS is focusing on environmental solutions, 

particularly those relating to water usage for the extraction 

of unconventional hydrocarbons. These will provide an 

exceptional opportunity, allowing Mexico to increase its 

production and support economic activity in regions such 

as Nuevo Leon, Tamaulipas, and Coahuila. These states are 

very dry, leading to a need for the optimal management of 

hydrological resources. JVS has the capabilities to analyze 

and understand environmental challenges to develop 

holistic and sustainable solutions for the optimal use of 

these resources, and is also focused on providing solutions 

that promote an increase in the production and productivity 

of mature fields. We are also focusing on improving data 

management so that PEMEX can truly become a productive 

and effective company, where decision-making processes 

are timely and accurate, based on strong data availability. We 

are currently studying the existing infrastructure, interested 

stakeholders, leading actors, governmental interests and 

concerns, among other issues. Once we clearly understand 

all these factors, including the precise goals of CNH and 

PEMEX, we will plan our evolution as a technology and 

service provider. JVS believes that business relations are 

essential, especially in this transformational moment. We 

plan to provide technological services for optimal decision-

making and consulting for water management, while 

facilitating relations and associations between different 

stakeholders and actors in the energy sector. We believe that 

JVS can be a service provider for PEMEX, but also a strategic 

ally in technology services. Regarding all other companies, 

JVS can act as a service provider as well as as a facilitator 

that adds value by promoting strategic alliances between 

complementary stakeholders. 

Q: What areas and market segments would JVS like to 

focus on in the Mexican energy sector? 

| VIEW FROM THE TOP
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CHEMICAL SOLUTIONS 
FOR PRODUCTION 
OPTIMIZATION   
REGINA OLIVEIRA 
Commercial Director of Dow Oil & Gas

A: Some companies, such as PEMEX, prefer to focus on 

exploration and production than on the downstream 

segment. Considering that the Energy Reform has increasing 

hydrocarbon production as one of its main objectives, 

prioritizing exploration and production is logical. This could 

be seen as a hurdle for our refining product line, but we have 

products that can maintain productivity in refineries with 

little investment, so we still see opportunities in Mexico’s 

downstream industry. We have special products for refineries 

and gas plants, which serve the purpose of removing sulfur 

from the hydrocarbons. Some generic products are capable 

of doing the job but not in the most efficient way. Dow has 

specialized products that can be used in refineries and gas 

plants specifically to increase production without the need of 

additional investments. These items are well known in the US, 

and they are marketed under the UCARSOL™ brand. Another 

interesting point is that Dow has created a program called 

the Amine Management Program. This initiative’s objective 

is to carry out an entire analysis of the refining process and 

indicating the parts where improvements can be made. 

This is a specific option for which Dow offers its skilled 

professionals and laboratories to key customers, like PEMEX. 

Q: What is the role of Mexico in the company’s medium- 

and long-term strategies?

A: All the plans that Dow has for Mexico are considered 

highly strategic. We see growth potential in the energy 

sector in the coming years, and our outlook for the Latin 

American region is quite positive. Mexico has an even more 

important role to play in this, as the Energy Reform will 

trigger investments in the exploitation of the country’s 

reserves, including shale oil and gas. We will keep a 

close eye on everything that happens in Mexico in terms 

of the availability of products, the introduction of new 

technologies, and partnership opportunities.

Q: What are Dow’s plans to enlarge its local presence in 

Mexico to meet the growing oil and gas industry demand?

A: We expect a steady growth in business volume, which 

will naturally lead us to further expand our structure in 

the country. At present, it is all about finding the right 

opportunities. Mexico needs to drill new onshore or offshore 

wells, and this will create demand for our products.

Q: What are Dow Oil & Gas’ predictions regarding the 

needs of the Mexican oil and gas industry? 

A: Dow currently sees great potential in Mexico thanks 

to the Energy Reform. It will drive upstream activities, 

which will certainly generate more business opportunities 

for Dow’s existing and new technologies that are already 

being commercialized in Latin America. Considering 

Mexico’s large reserves in shale and deepwater, it offers 

great opportunities for our new technologies aimed at 

production of both conventional and unconventional 

resources.

Q: Which products in your portfolio are particularly suited 

to help companies increase production in Mexico?   

A: Dow has solutions for the whole oil and gas production 

chain, from exploration and production to refining. We are 

aligned with the country’s priority to increase the current 

production of hydrocarbons, for which well productivity 

needs to increase. Dow has a number of products in its 

portfolio that have proven to be effective in increasing 

production in different markets across Latin America. We 

are working closely with IMP and some service companies 

to introduce these technologies to Mexico. Dow’s product 

portfolio includes demulsifiers, chemicals for the separation 

of oil and water, which are especially important for wells 

that need to increase their output. Demulsifiers do not 

have the same effect over time, since crude oil behaves in a 

dynamic way and changes once the well starts aging. Just a 

year and a half ago we launched new demulsifier molecules 

for the oil industry, a product that is already available in 

Mexico. We also have water clarifiers and chemicals to treat 

the water that is produced in conjunction with the crude 

oil. These products are marketed under the DEMTROL™ 

brand. Other solutions include descaling products, which 

are specific for wells where fouling needs to be prevented 

in order to ensure a good level of production. Dow’s line 

of products for exploration and production is dedicated 

to service companies which buy the chemicals, make the 

formulations, and apply them to the fields. This is our target 

group for this specific line of products.

Q: What is Dow’s technology used to increase refineries 

and gas plants productivity based on?
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Consultoría en Seguridad 

Industrial y Protección al 

Ambiente (CSIPA) was 

created almost 13 years 

ago with the main goal 

of providing personal 

and environmental safety 

solutions. “As individuals, 

we care about people who 

work in oil rigs, refineries, 

thermoelectric plants, or 

any other industry that generates substances that can be 

harmful to humans or the environment,” asserts Alejandro 

Hernández, Director General of CSIPA. “CSIPA is responsible 

for the largest environmental impact assessment studies 

in Mexico, which it has carried out in collaboration with 

renowned institutions such as UNAM. This collaboration 

has helped to give CSIPA a prestigious reputation,” says 

Hernández. The firm was born out of a particular vision that 

sought to link scientific and technological development with 

business. CSIPA has a diverse team, including chemists, oil 

specialists, oceanologists, biologists, and hydrologists, which 

all combine to carry out different scientific studies while 

the firm maintains a commercial approach. “CSIPA seeks 

to intertwine the perspectives of biologists concerned with 

protecting the flora and fauna and chemists who want to 

protect people through the control of chemical processes. 

Professionals specialized in industrial control systems who 

are interested in gas leaks and fire control also find a niche 

in our company,” explains Hernández. He believes that if 

companies learn to conceptualize management systems for 

the environment, security, and occupational safety, they will 

have the tools to manage their business in a holistic way and 

not just from an economic perspective. “If companies do 

not do things this way, their businesses will not be properly 

structured and investors could end up losing money. I would 

not risk my project or an investment if there is not a thorough 

study that can help me plan and prevent accidents in the 

long term.” 

“CSIPA began carrying out studies for the oil and gas 

industry and has participated in 98% of the environmental 

impact assessments done in the Gulf of Mexico with highly 

trained Mexican professionals. Moreover, we are the first 

national company of its kind to gain experience in Mexican 

deepwaters by working with PEMEX on the Lakach project,” 

says Hernández. “PEMEX is one of the most supervised 

institutions in the country with some of the most stringent 

protocols regarding the environment and worker safety, 

particularly when compared to private companies. PEMEX 

has entrust CSIPA with studies that require a long time and 

considerable investments, and is very keen on giving these 

studies a proper follow-up. At CSIPA, we enjoy working 

with PEMEX because we can expand on the technical side. 

Since PEMEX provides plenty of information, our staff feels 

motivated to go beyond the planned limits.” CSIPA initially 

focused on its environment and risk divisions before other 

areas were included, such as functional safety, sustainable 

development, hygiene and health, civil protection, 

innovation, and safety in construction. The latter area was 

added to the firm’s services portfolio as a way of responding 

to the needs of various international construction companies 

that demanded compliance with national and international 

norms on workers’ safety. The innovation division, CSIPA 3D, 

has also benefited all areas by conducting laser scans to 

make 3D models using specialized software. These can also 

be used to simulate tridimensional explosions or toxic cloud 

dispersions, which is uncommon in Mexico. So far, CSIPA 

has adopted technologies from other parts of the world. 

However, Hernández says the firm is now able to develop 

its own technology thanks to its staff retention scheme 

and a technological innovation policy. In consequence, 

CSIPA is about to launch software to carry out risk analysis, 

an area in which it has ample expertise. Its own software 

can provide SIL and LOPA risk analysis, while CSIPA is the 

Mexican representative of German risk analysis leader TÜV 

Rheinland as well as for a Dutch company that pioneered 

the Bow Tie risk analysis technique. “We are aware that if 

we continue promoting the same services as every other 

company, we will be buried by the competition,” he shares 

to explain his company’s focus on innovation. 

The recent creation of new regulatory organisms provides 

opportunities for CSIPA, and the firm has been preparing 

for this moment for quite some time. “Constantly 

training our personnel, acquiring new technologies, and 

participating in the country’s main projects has enabled 

us to strengthen our curriculum.” However, while Mexican 

consulting firms do not invest as much as CSIPA, this 

has made the firm less cost-competitive. “Technically 

speaking, CSIPA is a great firm, but it is also expensive,” he 

admits. “However, once a new regulatory agency imposes 

stringent technical requirements, CSIPA will face less 

competition. We are getting to a place where we hope the 

merits of our investments and our efforts in technological 

innovation will be recognized.” Now, CSIPA’s objective is to 

continue developing internal protocols and methodologies 

in order to strengthen its operations while controlling 

growth. “CSIPA is currently making significant investments 

in knowledge, procedures, protocols, and certifications 

to better tackle the challenges facing the oil and gas 

industry.” 

TECHNOLOGICAL INNOVATION TO 
OPTIMIZE ENVIRONMENTAL SAFETY

Alejandro Hernández Villanueva, 
Director General of CSIPA
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PREPARING MEXICO 
FOR POTENTIAL SHALE 
EXPLOSION  
JACKSON PAYNE 
CEO of Novamex Energy

Ideally, it would be up and running in 2015, but given the 

timeframe, we will at least get the process started this year.

Q: What are the main services Novamex Energy intends to 

provide the Mexican oil and gas industry? 

A: We build systems for drilling rigs in the oil industry. 

Our versatile mud system is the most important system 

we provide. We also build any other tank that goes on a 

rig, such as water tanks, field tanks, structures that house 

generators, or any similar structures. 

Q: How did Novamex Energy first become involved in 

Mexico?

A: Our project was initially called Rio Bravo and began in the 

US in 2005 before being registered in Mexico in 2008. The idea 

started when my uncle worked for a company in charge of 

constructing drilling rigs and was unable to find certain parts. 

Eventually, he found the parts he needed in Mexico and hit on 

the idea of building tanks here. We first started by contracting 

others to build our tanks before deciding to do it ourselves. 

After several years of running Rio Bravo, we needed to grow 

as we were only catering to a small portion of the industry. We 

joined forces with a capital group and we started Novamex 

Energy, a public company listed on the OTC Exchange in the 

US. We are now doing a reverse merger and are integrating 

Rio Bravo into Novamex Energy as we aim to target the shale 

boom. We are also targeting other careful acquisitions. By 

buying companies with complementary business lines to ours, 

we can offer our customers more options.  

Q: For which of your products do you anticipate the 

highest demand in Mexico?

A: I would say pipelines and we already have an agreement 

in place with a company that builds them. This means 

Novamex Energy can build pipelines, provide maintenance, 

and place metering systems as theft is a serious issue in 

Mexico. Putting metering systems in new pipelines and 

retrofitting old ones is a huge market for us. In addition 

to developing its pipeline business, Novamex Energy will 

also build rigs. There is no reason not to build rigs here as 

it would be easy to move manufacturing from Texas down 

to Mexico. We want to build a company that does all of the 

above and we are well-positioned to do so.  

Q: How is Novamex Energy collaborating with the 

government of Coahuila to prepare its shale segment? 

A: There are large amounts of shale resources in Coahuila, 

where the government is trying to build an industrial park 

to create a cluster. This is an area where Novamex Energy 

can help out. We are buying companies in the US and 

bringing them to Mexico, where they will have a presence in 

Saltillo. We chose this city because of its proximity to Texas 

as this means we can reduce freight costs when shipping 

to Houston. Coahuila has a skilled labor pool and a good 

environment for building plants as many raw materials, such 

as steel, are on hand. We have proved over the course of a 

decade that we are committed to developing the Mexican 

oil and gas sector, while doing it with Mexican board 

members and investors. Many companies circling to enter 

Mexico for the shale plays will come here to take money 

from the country, which is not the case for Novamex Energy. 

We are building up Mexican companies and we have been 

here since before the Energy Reform. The government has 

realized this so the authorities see us in a positive light.

Q: How do you view the concerns about the lack of shale 

experience among Mexico’s oil and gas industry?   

A: There is a lack of technical expertise in Mexico. The 

IOCs will certainly improve this situation but the services 

sector still lacks true direction or leadership. Certain 

geologists that have carried out seismic believe there may 

be more shale gas in Eagle Ford south of the Rio Grande 

than north of it. However, Mexico does not have the talent 

or experience to take a shale play of that magnitude 

and emulate what has been done in Texas. Then, we 

must look at the workers. Many wonder how Mexico will 

develop enough skilled workers to develop the necessary 

infrastructure, such as pipelines, which is a very difficult 

exercise that requires high certifications. The US faced 

a similar knowledge gap in the 1980s. If Mexican shale is 

detonated as in Texas, it may be very difficult for Mexico 

to compensate for that gap. It will be a real challenge to 

train people fast enough to not lose momentum once the 

shale industry kicks off. For this reason, we will build a 

training center with the government of Coahuila that will 

allow Mexican workers to build up their skills and take 

advantage of job opportunities in the oil and gas sector. 

| VIEW FROM THE TOP
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A: We manufacture products for them, but we have also 

brought projects to them. Caterpillar commercializes 

a huge family of products. It is very strong on the 

machinery side, but it does not have the same quick 

reaction capacity in other areas. We are exclusively 

dedicated to building mobile and modular living and 

working spaces, and always strive to be aware of any 

major projects in the country that may require our 

products. In many cases, the projects come directly to 

us and not through our network. However, the projects 

are often large, and renting modules to a large project 

is not within everyone’s capacity. In those cases, once 

we fully understand a project, we get some of the 

aforementioned companies involved. We sometimes even 

divide the project among several companies, depending 

on the number of units they have in stock, in order to 

provide a quick response to the customer. Overall, it is a 

massive undertaking to set up 100 connected modules 

in inhospitable terrain on a very tight deadline. Our 

customers are very demanding, but we always provide 

them with realistic timelines and a solid budget, which 

obliges us to deliver on our promises.

Q: How can Commosa help its customers reduce costs in 

the short, medium, and long term?

A: First, we must take into account the sites where the 

units go, which generally have no electricity. This is a very 

Q: What strategies have been used by Commosa to take 

on its competitors from Mexico and abroad?

A: Our competitors have usually been foreign companies, 

specifically from Texas. We have small local competitors 

in each region but none of them manufactures nationally 

and internationally as Commosa does. We have worked for 

over ten years with world-class companies such as General 

Electric or Williams Scotsman, which have commercialized 

our products. There are also four Caterpillar distributors 

operating in the country that also commercialize 

Commosa’s products, namely TRACSA, MAQSA, MATCO, 

and MADISA. The latter of the four is dedicated to the 

oil and gas sector and holds 50% of the market share. 

However, all of these are strength and provide us with a 

very important aspect. They are not merely resellers as they 

are able to provide financing options to customers when 

selling our equipment. This also allows Commosa to stand 

out from its competitors in several ways: we manufacture 

and our distributors sell directly to the end customer, we 

rely on this network of finance companies, which allows us 

to focus on manufacturing. For this purpose, we have two 

plants, one in Monterrey to cover the northern region, and 

one in Queretaro to cover the Bajio, Mexico City, and the 

southeast.  

Q: How does Commosa collaborate with the likes of 

General Electric, Williams Scotsman, and Caterpillar?

| VIEW FROM THE TOP
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important factor. For example, the air conditioning systems 

that Commosa offers include central heating, mini-splits, 

or a weather window system. The latter is very expensive 

to be used in a camp, so we commonly advise our clients 

to use the mini-splits. We must also look at how the air 

conditioning systems can be powered in a cost effective 

manner. Commosa follows all relevant construction 

specifications and our products are certified and comply 

with American regulations, and therefore, most of our 

customers are American. Our competitors have developed 

their own solutions, but due to the lack of regulations, we 

often see low quality products in Mexico. In this sense, 

the competition is not very fair. Nevertheless, we are 

committed to innovation, and we focus on provide cost-

saving benefits. At the moment, we want to take a step 

forward into solar power generation by installing panels on 

the roofs of our units.

Q: The 10x38 foot model seems to be a preferred oil and 

gas industry cholice for living modules. What makes this 

model so appropriate for these camps?

A: Mexico is a big country, where climates are different, and 

so it is difficult to design a module that works for everyone. 

The highly humid environment of the Southeastern Region, 

in contrast to the northern region, where the climate is 

dry, is just one of the challenges. We have tried to create 

a unique product for everyone, requiring only a slight 

modification of materials to adapt to different conditions, 

especially insulation. We have innovated with fiberglass, 

which we use for most materials inside the module due 

to its low maintenance requirement. Last year, our 8x38 

modules were audited by companies that are specialized 

in ergonomics. This led to the creation of an updated 8x38 

model and the new 10x38. The larger model was created 

after a study showed that in a model that was 8ft wide, 

collisions could not be avoided altogether when people 

pass each other. 

Q: What is the balance between Commosa’s renting and 

selling businesses?

A: In our business, 80% of the market rents and does not 

buy. Commosa is interested in increasing its module sales, 

but this is complicated since we do not sell to end-users as 

this is the responsibility of the distributors who resell our 

products. Commosa has developed a product to attack 

the module sales market which is priced 15% lower without 

affecting de quality, guarantee, and low maintenance cost. 

We currently have the ability to produce 200 modules 

monthly. That is crucial, because if you offer a product but 

do not have the production capacity, you cannot grow. 

Mexico has about 15,000 active modules and the majority 

came from us.

| TECHNOLOGY SPOTLIGHT

COMFORTABLE DORMITORY FOR ADVERSE 

OPERATIONAL CONDITIONS

Given that mining operations are often located far 

away from urban areas, mining companies typically 

need to provide living spaces for their workers. While 

there are permanent solutions for mining camps, the 

dynamic nature of a mine may sometimes require 

living spaces to be relocated. For such conditions, 

Commosa has developed a comfortable mobile living 

space with dimensions of 10x38ft. It has the capacity 

to host eight individuals and contains two bedrooms, a 

kitchenette, a dining room, and a bathroom. The 10x38 

dormitory was created as an expansion on Commosa’s 

8x38 module, after an audit by ergonomics specialists. 

The 10x38 was created after it was detected that this 

added space would allow for a reduction in collisions 

between individuals passing each other inside the 

structure. This product follows the modular approach 

of all of Commosa’s range. A modular system adapts 

to architectonic spaces, and all the needs of residents 

are compacted and placed on level ground. Another 

advantage is that Commosa’s mobile spaces can be 

erected without the need for construction permits. 

Given the variety of climates and conditions present 

across Mexico’s significant expanse, Commosa has found 

it difficult to design a modular dormitory that fits all 

purposes. The humid environment of Mexico’s southeast 

and its drier north is but one of these challenges. As 

such, Commosa has designed flexible modules, which 

require only a slight modification of materials, such as 

insulation, to adapt to different conditions. Another 

innovation is the introduction of fiberglass, which is now 

used for most materials inside the modules due to its low 

maintenance requirements. The glass fiber fillings in the 

walls and ceilings provide thermal and acoustic isolation, 

meeting the US norms that regulate this product. The 

general build-up of the 10x38ft dormitory consists 

of an IPR steel structure, with a mechanical levelling 

system, and a simple axle with an integrated break. The 

dormitory comes with various included features and a 

variety of optional ones. The included features are air 

conditioning, curtains, 110V electricity plugs, voice and 

data outlets, metallic shelves, a toilet, a sink, a shower, an 

extractor, a boiler, and bunk beds. 

The dormitory’s window frames and the frame of the 

external door are made of natural aluminum, with 

a double lock on the door, while the inside contains 

sliding doors. The finishing touches include Canadian 

kiln dried wood with iron fittings at the ends, compliant 

with US norms. 
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like HB Rentals must have the fleet of assets necessary to 

support multiple customers within a particular oil basin who 

frequently move their operations, sometimes at a moment’s 

notice. The service part of the business from water delivery 

to site mobilizations requires a large and complex support 

operation with the necessary infrastructure.

Q: What advantages do oil companies obtain from renting 

over buying the facilities?

A: Many companies prefer to rent accommodation units 

due to the total cost of ownership. They also prefer not to 

have such assets on their balance sheets due to the wide 

swings in market activity. Onshore, it makes more economic 

sense since every site requires a lot of support for all the 

utilities that keep a drilling site operating, including water, 

power, sewage, and lighting. If any one of these services is 

compromised, a site could be forced to temporarily cease 

operations. For offshore activities, this need varies as many 

vessels and platforms already provide for these basic 

services. The rental business thrives as much as it does in 

the US onshore market since there is no other alternative.

Q: To what extent do workers’ accommodation conditions 

in Mexico differ from the standards in other countries?

A: For the Mexican offshore market, worker conditions 

are similar to other markets we operate in. This is because 

many clients from around the world have similar standards 

for quality and safety. As the market opens up, we expect 

a further strengthening of these standards as more 

international companies enter the market. For the onshore 

market, we are just beginning to study the specific 

requirements for PEMEX and for the service companies 

supporting its drilling operations. All our clients, whether 

working onshore or offshore, are focused on total cost of 

ownership and efficiency of operations. This is why the end-

to-end package is so important to the Mexican market as well 

as internationally.  

We also know that shale resources might not be developed 

just yet, but we are expecting significant opportunities as 

PEMEX and other companies begin drilling in these basins. 

This might take two to four years but we intend to be 

prepared for the opportunity when it comes. 

Q: What are the most important elements for ensuring the 

success of accommodation projects in oilfields, platforms, 

and vessels?

A: Project management is an all-important skill. From 

a general perspective, few people fully comprehend 

how complex it is to create a successful living space 

environment within oil and gas projects. Companies often 

focus on the modules, since they are the end product. 

However, they do not see the behind-the-scenes planning, 

engineering, logistics, and installation work that all go into 

making sure that a temporary living complex brings true 

value to a project. This is why project management is so 

important. Everything has to be very tightly coordinated 

to make sure that all the modules come together within the 

delivery timeframe. If we are designing accommodations 

for a vessel, we need to have all the modules delivered to 

the site, usually a port, while the utility services equipment, 

stairs, platforms, and other elements must also be ready. 

When this is done, we have a very tight timeframe to install 

everything on the vessel before going through the hook-

up and commissioning (HUC) process so it can leave port. 

When shipping to a platform, tight coordination must 

again be followed to get all the equipment on a vessel to 

be transported to the platform. For the offshore market, 

we must also take into consideration the operating 

essentials, such as water, sewage, electricity, lighting, and 

communication systems. Electricity is sometimes already 

provided on platforms or vessels but HB Rentals can install 

power generators, satellite communication, light towers, 

water tanks, and sewage systems for a comprehensive 

solution. These basic utilities and operating essentials offer 

a complete end-to-end package when installing modules. A 

customer can rely on us as the single supplier for all of their 

requirements, from accommodation to all of the elements 

necessary to live and work at an onshore or offshore site. 

In addition to helping sustain drilling sites, we have the 

necessary transportation assets and personnel to facilitate 

moving the accommodation units and related equipment 

from site to site. Drilling operations are becoming 

increasingly efficient in the US, which means that moves are 

more frequent. Consequently, an accommodation company 

| VIEW FROM THE TOP

WELL-CRAFTED LIVING 
SPACES FOR ALL 
EVENTUALITIES
PETER ARMSTRONG   
Vice-President of Business Development at HB Rentals
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FAITH IN BEING A LOCAL 
SERVICE PROVIDER  
LUIS LAURO MORENO 
CEO of Grupo Merco

as tender participation, technological needs assessment, 

and investment facilitation. Merco Group is not a company 

created by the Reform. We have been in the industry for 

many years, beginning with very simple contracts for 

civil works, roads, earthworks, and moving on to leasing, 

drilling, and field maintenance.

Q: What are some of the most common obstacles that 

foreign operators have to face when entering the Mexican 

oil and gas industry?  

A: One of the most serious challenges has to do with 

security and organized crime although this problem has 

been somewhat magnified by the media. When we go 

abroad, we see that many industry professionals are afraid 

to go to Mexico. Another issue is the way the regulators 

operate in Mexico, which is still an unknown factor. In the 

US, contracts are quite short and compact but, in Mexico, 

these can stretch to 1,500 pages. A lack of knowledge 

regarding Mexico’s precise regulations and the international 

media’s portrayal of the country make people think that 

Mexico is far more corrupt and violent than it actually is. 

Fortunately, this is gradually changing. Tamaulipas has a 

reputation for being particularly unsafe but it holds one 

of the world’s largest shale gas reserves and an economic 

boom is expected in the region. A lot of investments will 

flow toward that state, and once the security issue is under 

control, it could become an economic hotspot.

Q: Is the volatility of the oil price a defining factor in the 

company’s plans to invest in the sector?

A: Merco Group has been in the commodities business 

since its early days in the grain industry. We are used to 

the volatility of prices as we have gone through low and 

high periods. What matters to me is Mexico’s need to 

produce what it consumes, which does not necessarily 

mean this is more profitable than importing. Perhaps the 

low oil prices will discourage certain companies from 

participating in Mexico at this moment. This is particularly 

true for companies that are traversing a rough patch in 

other parts of the world. Nevertheless, as always happens, 

new opportunities appear. From my point of view, Mexico 

has the consumer market, the capital attraction capacity, 

and the reserves to make investments profitable. 

Q: How did Grupo Merco make the shift from the 

agriculture business to the oil and gas sector? 

A: Merco Group started off in Reynosa, Tamaulipas, as a 

producer of sorghum and corn. However, since the region 

is so gas-rich, we witnessed how small and unexperienced 

companies started operating large gas projects. With 

our deep local knowledge, we soon became familiar with 

the Tamaulipas fields, began looking at what PEMEX was 

doing in the region, and started bidding on progressively 

larger contracts. It took a while as we submitted nearly 

40 bids before being awarded our first contract through 

Merco Engineering. I hired engineers and oil and gas 

professionals to join my group and we were eventually 

tasked with supervising works at the Burgos basin. Over 

three and a half years, we acted as supervisors for PEMEX 

for all the contracts it had with service companies. This 

gave us plenty of knowledge and experience in all the 

aspects of governing bidding, contracting, operating, how 

to turn a profit, and where to invest.

Q: How have you adapted to the contracting slowdown 

in the Mexican oil and gas industry over the past years?   

A: We have undergone very difficult times since PEMEX 

began changing at the end of the previous administration 

and resulting in a dramatic slowdown in the awarding of 

contracts. Grupo Merco used to operate exclusively in 

the North Region, from Veracruz to Tamaulipas. However, 

the Burgos basin and Chicontepec were the regions most 

affected by the budget cuts and reallocation. Today, 

these regions are largely desolate as many companies 

went bankrupt. When the new administration took over, 

this issue started to be addressed but this settlement 

period has still been very hard for us. We currently have 

two contracts with PEMEX: a leasing contract for drilling 

services and another contract for civil engineering and 

infrastructure in Chicontepec. Both of them are nearing 

completion, so we are analyzing new opportunities. 

Our conclusion is that we want to become operators in 

different areas and being part of a consortium will enable 

us to achieve this. As a Mexican company, our knowledge 

of the country’s fields stands us in good stead. We have 

thoroughly observed and analyzed the reforms from a local 

point of view. We can offer our knowledge in areas such 

| VIEW FROM THE TOP
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Bi-fuel technologies, which run on the simultaneous 

combustion of two fuels, have been around since the early 

1900s. However, early designs lacked the proper controls to 

make them function effectively. Technological advancements 

in controls have made bi-fuel engines efficient and economical. 

Generac Bi-Fuel generators spare users from the hassle of 

refueling by operating mainly on utility-supplied natural 

gas. However, when it fires up, a Bi-Fuel starts entirely 

on diesel fuel. As soon as the coolant reaches a minimum 

temperature and the generator starts to accept load, 

natural gas is supplied into the combustion air stream. As 

compression takes place, the diesel ignites normally and 

provides the spark needed to ignite the natural gas. The 

amount of gas is increased while the amount of diesel is 

lowered as the load is applied. Generac has conducted 

thorough testing and fuel ratio mapping to ensure safe 

and reliable operations under different combinations of 

load and temperature. Generac’s PowerManager control 

system continuously monitors coolant temperature, intake 

manifold temperature and pressure, kilowatt load, and 

engine speed, so the fuel mixture is instantly adjusted as 

needed. Under normal conditions, natural gas will make up 

to 75% of the mixture. The GenLink can display the natural 

gas flow in graphs and numbers. The software also allows 

users to monitor the generator’s performance both locally 

and remotely. This trait allows for reduced onsite diesel 

storage, which translates into lower diesel, installation, 

operation, and maintenance costs. Similarly, the low cost 

of diesel allows this generator to reduce the costs of fuel. 

Moreover, because of their use of natural gas, Bi-Fuel 

generators are cleaner and more environmentally friendly 

than generators that run solely on diesel. Generac’s hybrid 

generators emit about 30% less nitrogen oxides and 

50% less particulate matter than similar diesel-operated 

units. In addition, natural gas combustion results in less 

contamination of lubricating oil and reduced engine 

wear. Peak cylinder pressures and exhaust temperatures 

are also lower during bi-fuel combustion than during 

operations that exclusively use diesel. Furthermore, the 

Bi-Fuel engine’s transient load response is the same as 

a diesel engine. The PowerManager controller senses the 

signature vibration signal created just before pre-ignition 

occurs and immediately reduces the supply of natural 

gas. If the condition persists, natural gas is shut off and 

the engine continues running just on diesel with no loss of 

power during the transition, and an alert is issued. Since 

the standard diesel system is always active, diesel instantly 

becomes the primary fuel source when there are sudden 

load changes. This makes the Generac Bi-Fuel respond 

like a regular diesel engine while providing the benefits of 

an engine operated with natural gas. 

GENERATOR COMBINES THE 
BEST OF TWO FUELS 
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NATURAL GAS BETTER 
POWER GENERATION 
OPTION THAN DIESEL  
RICARDO NAVARRO 
Senior Vice-President, Latin America of Generac

Q: What are the main trends in the Mexican market that 

influence your portfolio decisions?  

A: Ottomotores has been operating in Mexico for a long 

time. We understand the market requirements, have seen 

them evolve, and even set certain market standards. Over 

the last ten years, Mexican standards for the equipment we 

provide were essentially Ottomotores’ standards. However, 

in that same period, very little innovation took place 

although the Mexican market was screaming out for new 

products. Now, new developments in the oil and gas sector 

mean that Generac will be able to leverage its experience 

to help move the needle. We will use its knowledge of 

Mexico to develop products for launch in the country and 

to distribute these through the right channels. A trend 

that we are trying to create is to lead a switch from diesel 

generation to using natural gas across Mexico. There will be 

some resistance but we have arguments that we think will 

be convincing. Our industrial clients, including those in the 

oil and gas sector, are definitely comfortable with diesel as 

they like what they already know. As such, the real task to 

get them to switch to natural gas is to thoroughly explain 

the benefits. Natural gas has no emissions, requires no fuel 

tank, and it causes less wear and tear on the machinery, so it 

offers several advantages diesel. Alongside this, we have Bi-

Fuel generators, which use natural gas but can also run on 

diesel, like common generators, if need be. Actually, the oil 

and gas sector has been more willing than most to consider 

such a switch. Oil and gas companies see that using natural 

gas is cleaner and simpler as well as being more convenient 

since the gas can be tapped from the pipeline or the well. 

This has led to our oil and gas clients lining up to convert to 

our gas generation units. 

Q: What do you expect to be your most popular products 

in the Mexican oil and gas sector in 2016 and beyond?

A: Our continuous gas generators being fed from the well 

are going to be a huge success. We are targeting clients 

that buy all manner of generators, from stationary and 

prime power to continuous power generators. Alongside 

these, we have invested heavily in new developments for 

our light tower portfolio to maintain our leadership position 

in that segment. The light towers will also help our clients 

see that we are not only a power generation company.  

Q: How does the recent acquisition by Generac impact the 

value proposition of Ottomotores for the Mexico oil and 

gas industry? 

A: Generac has been growing significantly in North 

America for the last 10-15 years, establishing a primary 

position in the gas market. As part of its strategy to add 

market share in priority world markets, Generac is targeting 

leading companies in local markets around the world. In 

Mexico, Generac sees Ottomotores as a leading company 

in the diesel market with whom synergies can be created. 

Among these is the fact that Generac’s solid cost structure 

can help Ottomotores improve its own cost position. On 

the production side, both companies have centered on 

identifying what products already developed by Generac 

can be added to the Mexican market. For instance, Generac’s 

entire gas product line has immediately become available to 

Ottomotores. This expansion strategy has lead Generac to 

reach a leadership position in a wide variety of products, 

such as light towers, after the acquisition of Towerlights 

in Italy and Magnum Power Products in the US. It is this 

leadership position that benefits Ottomotores. The struggle 

in this process is that different mentalities between US and 

Mexican operators have entailed a series of adjustments 

over the last year and a half. 

Q: What are the main products you have added to your 

portfolio in the last 18 months?   

A: Historically, Ottomotores has been a company that 

sold diesel to industrial companies and service providers. 

Generac is not looking to change this reputation since it is 

a gas leader in the US, where it services residential users 

and large retailers like Home Depot and Lowes. We have 

new huge business lines that we can bring into Mexico, as 

long as we understand the needs of the country and its 

end users. Besides residential products, we will also be 

attacking niche markets with our industrial gas division. 

Almost no customers in Mexico have Generac engines, 

meaning we can increase our presence here dramatically.  

For the oil and gas sector, we will make large investments 

in our light tower business, and will focus on our mobile 

generators rental business, as well as heavy-duty 

continuous power machines, which are all in demand for 

use in oil and gas operations. 

| VIEW FROM THE TOP
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are also outstanding in the offshore segment, where 

vessels transport people back and forth between shore, 

platforms, and drilling rigs. As more platforms are 

installed in Mexican shallow and deepwater development 

takes off, this market will need more boats, which means 

more engines can be supplied by Cummins. As for 

pipelines, we are already working on the installation of 

compressor stations powered by strong 91-95l Cummins 

engines along the Los Ramones pipeline. I also expect 

Cummins to be working with private companies to 

produce cheaper electricity by taking advantage of the 

rising need for cogeneration and trigeneration. While 

these new opportunities will benefit large companies like 

ExxonMobil and Shell, companies providing all manner of 

onshore and offshore services will also be able to take 

advantage of the market’s expansion. 

Q: What are the differences between the microturbines 

of Capstone and the products put forward by Cummins?

A: Our products are very different. Turbines are more 

sophisticated and require more expertise to be used while 

internal combustion engines are well-known, spare parts 

are easy to obtain, and many technicians know how to 

repair them. If a microturbine breaks down on a platform 

far out at sea, companies will struggle to rapidly access 

the technicians and spare parts needed to repair it. An 

internal combustion engine has the same principles and 

components for small and large engines. There might 

be variations in technologies or efficiency, but repairing 

an engine involves the same fundamental components. 

Microturbines have been trying to crack the Mexican 

market for ten years and have not yet succeeded. 

Q: What are the main trends in terms of the buying versus 

leasing of equipment?

A: There will be demand for both. Private companies are 

willing to buy electricity at a competitive price as long as 

they do not have to invest in infrastructure. In the medium 

term, that same logic will apply to the leasing and renting of 

Cummins’ power generation equipment. The uncertainty of 

how electricity rates or the price of natural gas will behave 

in the future also plays a part. We are already collaborating 

with different companies that offer leasing of equipment. 

Q: Where do you see the biggest opportunities emerging 

in the post-Energy Reform landscape?

A: I see many opportunities for the production of electricity 

based on natural gas. It is a very clean fuel and allows for up to 

97% efficiency through technologies such as cogeneration. 

Imports of natural gas from Texas will be increasing in the 

next few years because Mexico either does not tap into its 

own gas reserves or has protection in place to allow PEMEX 

or CFE to produce that gas. Even if Mexico did decide to 

kickstart its own natural gas extraction, particularly through 

the development of its shale gas resources, it would first 

need to make heavy investments in infrastructure like roads 

and telecommunications to facilitate the development 

of this market. The scarcity of water and sand is also a 

problem, as they are needed for fracking processes. Given 

the absence of water in the north, fracking will be difficult. 

In the short term, companies providing services for the 

natural gas market coming across the border will thrive. In 

the medium term, should extraction truly get under way in 

Mexico, companies like Cummins providing drilling modules 

and other such equipment will see a rise in demand.  

Q: How much of a market do you see in Mexico for natural 

gas to be used for power generation?

A: To a certain extent, the potential of natural gas for this 

purpose has been overlooked in the country. However, 

cogeneration and other gas-based technologies are 

gaining momentum. Cummins will be working with private 

companies on producing cheaper electricity by taking 

advantage of cogeneration. PEMEX is also beginning to 

take into account that the associated gas being burnt off 

in its platforms can be used to produce electricity. Internal 

combustion engines that make use of this gas can replace 

the need to bring diesel to the platforms. 

Q: Which Cummins products do you expect to be the 

main drivers of demand in the oil and gas industry?

A: Trucks powered with Cummins engines will certainly 

be in major demand in the oil and gas industry, especially 

as unconventional projects will get started. In this 

industry, players normally have to deal with heavy 

loads, and Cummins has the most powerful engines 

in the transportation market. However, our engines 

| VIEW FROM THE TOP

NATURAL GAS POTENTIAL 
BEING OVERLOOKED IN 
POST-REFORM CRAZE
JORGE MACHUCA   
Director, Cummins Power Generation Mexico and Central America 
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OIL AND GAS COMPANIES 
ALERTED TO EAGER 
FINANCING PARTNER  
EZEQUIEL PADILLA RODRÍGUEZ 
Director for Infrastructure and Energy of Banco Interacciones

Q: What are the main risks that Banco Interacciones 

evaluates before deciding to finance an oil and gas 

supplier or service provider?    

A: The key risk that we evaluate relates to payments. We are 

very careful to evaluate the contract that is being signed 

between our client and the off-taker, usually PEMEX or one 

of its affiliates. We like to make sure that our client is able to 

effectively perform according to what it has been hired to 

do, that it will be paid and, especially if it is a new client, we 

like to make sure that it is the right company to deliver on the 

projects being planned. The bank places serious emphasis on 

its clients’ technical capabilities, as much as on their financial 

competence. Our experience working with the public sector 

has granted us serious expertise in dealing with infrastructure 

projects, such as pipelines. This substantial experience has 

also given us serious expertise in dealing with right of way 

permits and processes, so we can advise our clients and 

contribute to their effectiveness. 

Q: How has the Energy Reform changed the risk analysis 

performed by Banco Interacciones?  

A: We will be reviewing our risk analysis methodology, as 

will most financial institutions. Regardless of whether it is 

a parastatal or a productive enterprise of the state, PEMEX 

will remain totally owned by the Mexican government. In that 

regard, it is our view that PEMEX’s profile will not change 

substantially as it will maintain its AAA credit rating. That is 

why we have not changed our perspectives on risk nor our 

parameters for dealing with PEMEX. If our client has been 

contracted by PEMEX to conduct a public work or service, 

we will still look very favorably into financing the project. 

Q: What is one of the major changes you have seen since 

the Energy Reform?

A: There have long been many opportunities for bank 

financing in Mexico, including our credit line dedicated to 

temporary cash management. However, many companies 

were not looking for bank financing before, as they worked on 

small contracts. Now that they are expanding their scope to 

work on larger projects, many companies will need financing 

and Banco Interacciones is able to provide it. We are uniquely 

positioned to finance companies that do not have the long 

financial track record that other institutions require.

Q: What are the ambitions of Banco Interacciones in the 

energy sector? 

A: Banco Interacciones’ core business will continue to be 

lending directly to state and municipal governments, usually 

with a guarantee of federal government participation. Our 

experience with this type of risk has given us substantial 

expertise in developing highly structured financing products, 

including off-taker risk evaluation. The next obvious step 

in the bank’s growth strategy has been to move into the 

infrastructure market with the same off-takers. The bank 

started to actively finance contractors and service providers 

that were performing public works for state governments, 

municipalities, state agencies, federal agencies, and 

parastatals, including PEMEX and CFE. We are focused on 

providing highly structured loans to finance contractors and 

service providers of the energy, electricity, and infrastructure 

sectors. At the moment, the bank is becoming much more 

active in its existing lines of business, mainly financing PEMEX 

contractors and service providers as well as its subsidiaries 

and affiliates. Our approach is tailor-made and agile, always 

taking into account our clients’ objectives. We offer credit 

lines based on a company’s funds and the ability to use 

additional resources. Banco Interacciones offers special lines 

of credit that can be destined to finance payments in advance 

or revolving credit lines for working capital. All of these 

have been designed while taking into account how PEMEX 

operates with its contractors and providers. Our products can 

provide significant leverage as part of a financing package, 

far more than could be offered in a corporate loan. Banco 

Interacciones does this for short, medium and long-term 

projects because we focus much more on the project and the 

contracts than on our client’s balance sheet. This institution is 

also one of the few banks to have an engineering department 

focused on due diligence. Another relevant matter is that we 

can finance in both pesos and dollars. This gives us and our 

clients much more flexibility, adding to the tailored approach 

that every product requires. This flexibility also allows us to 

respond rapidly to contingencies that can emerge along the 

way. For instance, it is well-known that PEMEX often delays its 

payments, so we are now able to act on this contingency and 

offer short-term financing alternatives to our clients. A final 

factor is our ability to react and provide assistance for clients 

that decide to act on a particular bid at the last minute. 

| VIEW FROM THE TOP
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The opening of the Mexican oil and gas industry was intended to bolster the economy by creating 

opportunities for service companies across this sector. The restructuring of PEMEX, particularly 

the creation of the Corporate Direction of Procurement and Supply, will emphasize the added 

value of the oil company’s purchases. Suppliers will now have to become increasingly competitive 

and raise their quality standards in order to meet both the requirements of PEMEX and the new 

operators entering the country. 

This chapter analyzes the crucial role that technological development will play in the development 

of the Mexican oil and gas industry, particularly in the development of new frontier fields, such as 

deepwater and unconventionals. The industry needs access to leading-edge technology in order 

to increase recovery factors while the challenges in deepwater and unconventionals are destined 

to accelerate the entry of technologically advanced suppliers and service providers. At the same 

time, new local content requirements will provide a counterbalance to the internationalization of 

the Mexican supply chain, creating opportunities for partnership as well as the organic development 

of Mexican companies that are on top of their game. Moreover, it presents the strategies that 

PEMEX has in place to streamline its procurement processes and access innovative technology, 

while introducing ambitious suppliers and service providers that are looking to take advantage of 

the opportunities found in the new open market. 
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category. Furthermore, each category is affected by market 

conditions which, in turn, affects the supplier base, supply 

and demand, and new technologies. These factors naturally 

impact specific strategies and how they are formulated. 

Right now, we have gone from a seller’s market to a buyer’s 

market, and we do not foresee the market changing course 

soon, so the procurement strategies may not change 

dramatically in the next two to three years. 

Q: How do you approach the challenge of putting the 

right team in place for each category?    

A: The right competencies and knowledge can be found 

all across PEMEX, as we have some of the best engineers 

and technical professionals. The present challenge for the 

company is to change its old mentality and move from a 

focus on volume to a value-added mindset. This transition 

will become far easier if we implement the right training and 

provide the right tools to PEMEX’s employees. Constant 

reinforcement will be required to remind people that we 

are living in a new era, not because of a new administration, 

but because Mexico’s energy sector has been completely 

transformed. Our mission is to communicate to our teams 

what this transformation entails for PEMEX and what it will 

bring about in the future. 

Q: Are you concerned about the potential gap between 

the expertise of PEMEX employees and incoming IOCs?  

A: The PEMEX talent pool has not been a handicap to 

date. We have some of the most capable people working 

in the subsidiaries, many of which are experts in different 

areas. For example, when dealing with complex and large 

investments, such as the procurement of an FPSO, we 

have skilled people who can manage this process and we 

complement their expertise with third party experts. When 

it comes to shale oil and gas, we do need to further expand 

PEMEX’s capabilities and competencies. The joint ventures 

that will emerge from Round One will clearly help PEMEX 

in this regard. PEMEX and its partners need to know very 

clearly when they will act as an operator. In conversations 

with PEMEX’s prospective partners so far, there have not 

been many grey areas. In shallow waters, conventional 

onshore fields, and mature fields, it will be very difficult for 

anyone to compete with PEMEX in Mexico. 

Q: What have been the main achievements in the 

restructuring of PEMEX’s procurement activities? 

A: First of all, the integration of PEMEX’s four subsidiaries, 

which saw their resources, people, and procedures 

centralized, was properly and punctually prepared, resulting 

in a smooth and fluid process that was finished ahead of 

schedule. In terms of our procurement business model and 

governance, we have aligned our procurement offices and 

reduced their number from 120 to 59, while reducing the 

headcount by about 21% by eliminating redundancies and 

inefficiencies. A purchasing unit can vary from a single person 

to a sub-directorate. However, it is not the number of people 

that is relevant, but the type of decisions that are being 

made. Purchasing units that only execute procedures but 

do not make relevant decisions are not procurement offices; 

they are operational offices. Physically, the 120 procurement 

centers still exist but only 59 of them are making decisions 

while the rest execute those decisions. In 2015, we expect 

to see a further reduction of about 20 procurement offices, 

of which about ten will become centrally led, applying 

standardized processes under guidelines instructed by the 

Director General of PEMEX. Our procurement strategy is 

destined to allow PEMEX to save MX$21 billion in five years. 

These savings are the result of multiple initiatives, such as 

better valuation methods, simultaneous biddings, inverse 

auctions, and the use of service agreements. However, the 

most significant initiative relates to strategic sourcing. The 

pillar of strategic sourcing is category management, under 

which we have developed 23 categories organized in six main 

families: drilling equipment, offshore, jack-up rigs, land rigs, 

semi-submergible rigs, and modular rigs. These 23 categories 

each have their own strategies that are presently being 

implemented. Each category has a leader and a dedicated 

market intelligence team, its own cost engineering, legal and 

administrative areas, and supplier analysis mechanisms. 

Q: What needs to be in place for one of these categories 

to be fully operational?   

A: There is no rule of thumb because each category has 

its particularities, but they require supplier demand, market 

intelligence, and the best practices for procuring equipment. 

The idea is that every purchasing unit should have sufficient 

knowledge to create strategies applicable to any particular 

| VIEW FROM THE TOP

PROCUREMENT 
CENTRALIZATION PAYS OFF 
IN EFFICIENCY AND SAVINGS
ARTURO HENRÍQUEZ  
Chief Procurement Officer at PEMEX 
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Q: How could a partnership between PEMEX and an IOC 

with significant supplier alliances affect the operation of 

PEMEX’s procurement division?   

A: Each joint operating agreement and joint venture will 

have its own intricacies. PEMEX will deal with these on a 

case-by-case basis, considering who brings more value in 

different areas. Procurement is part of many elements that 

are brought up during such negotiations and this aspect takes 

on a bigger role for an operator than for a non-operator. In 

cases when PEMEX wants to be the operator, procurement 

will be essential. As we get to processes and projects that 

require specific types of equipment, such as deepwater, ultra-

deepwater, and shale oil and gas, PEMEX will need to learn as 

it goes. The company can buy the appropriate equipment but 

that is somewhat irrelevant, as expertise is the key component.  

Q: Despite a reduction in the number of signed contracts, 

the total value of PEMEX’s procurement has not 

decreased. Has the value of the average contract grown?    

A: On average, we used to sign 30,000 contracts on a yearly 

basis. As we have already been able to aggregate demand 

and consolidate, we have brought that number down to 

about 21,000. There is still a lot more room for progress, but 

the centralization process is already paying off. As PEMEX 

has consolidated, the value of certain contracts has gone up. 

This has also been positive for our suppliers, as it ensures 

more visibility and fewer procedures for them to complete. 

Shell spends about US$60 billion a year on procurement, but 

has less than 30,000 contracts. PEMEX spends half of that 

amount across twice as many contracts. For example, each 

of PEMEX’s six refineries buys the same items separately. 

This is woefully inefficient but easy to consolidate. Once 

the consolidation process is finished, suppliers will go from 

having to follow a dozen procedures to only one or two. This 

makes things easier for PEMEX and its suppliers alike.

Q: How will SMEs be affected by the consolidation of 

contracts?      

A: We cannot view PEMEX’s consolidation process as an 

absolute. Not every peso spent can be consolidated and 

many contracts will be isolated simply because of their local 

nature. PEMEX will not necessarily stop signing contracts for 

under US$1 million in goods or services. From a consolidation 

standpoint, some SMEs might be at a disadvantage, but 

they will still participate in procurement areas that cannot 

be consolidated. After all, our current focus is to strengthen 

our local supplier base and better integrate it into PEMEX’s 

entire supply chain. Therefore, one of our initiatives involves 

collaboration with banks to create financial solutions for SMEs. 

Q: How will the MX$62 billion budget cut affect the 

procurement strategy and the pace at which PEMEX can 

advance the process of change?    

A: Budget cuts or increases do not affect the procurement 

strategy in any way. PEMEX is still developing its strategic 

sourcing and category management. We will still 

streamline our procurement into one standardized process, 

homologating contracts, training people to use different 

methods of evaluation, and strengthening tools for areas like 

prequalification. None of these initiatives or the regionalization 

of the procurement centers are affected by budget cuts. Since 

these cuts concern CAPEX, certain projects will be pushed 

back and others will not be implemented at their full capacity. 

PEMEX has implemented an austerity program and needs to 

be more effective in the use of its resources, making this an 

ideal time to deal with inefficiency in its procurement.

Q: The local content requirements in the contracts are not very clear yet. What 

should Mexican suppliers expect?

A: Companies must present a local content compliance work program to CNH and the 

Ministry of Economy. We are also promoting and creating incentives for companies 

to contribute towards technology transfers and capacity building processes. For the 

exploration stage, the contracts establish local content requirements that start at 13%, 

since this phase requires little investment in goods and services and it would be difficult 

to achieve a higher percentage. We consider this number to be feasible, especially 

considering our definition of local content and its measuring methodology, which is 

quite broad. At the production stage, the percentage increases to 25% because this 

phase requires much higher investments in infrastructure, goods, and services.

 

The government has been working closely with the private sector in order to ensure a continuous dialogue and to 

make sure that the local supply chain can meet the needs of the oil and gas industry. The challenge is to rapidly 

jumpstart this process. Hopefully, we will soon see companies opening new businesses, setting up factories, starting 

production, and developing a skilled workforce that can provide specific services for the entire oil and gas sector.  

Lourdes Melgar, 
Undersecretary of Hydrocarbons 
at Ministry of Energy
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diversified portfolio. We will be entering deepwater, where 

joint ventures will be important for accessing the right 

technology. PEMEX originally requested only a small part 

of Mexico’s significant resources in unconventional fields 

in order to concentrate on the more productive fields 

and attractive areas, but SENER is giving us back some 

unconventional areas in the Burgos basin and Chicontepec. 

We still face the same issues with these resources, such 

as fracking, enhanced recovery methods for mature 

fields, and field rejuvenation. In offshore extra-heavy oil 

fields, we will be looking for partners, for which farm-outs 

are being considered to tackle some of the challenges 

that those fields present. In exploration, the challenges 

lie in improving subsurface imaging, dealing with pre-

salt formations, improving the drilling success rate, and 

defining better well locations, among others. 

Q: How do PEMEX and its subsidiaries feel about joint 

ventures as a way to access new technology and expertise?  

A: There is a general feeling of optimism among PEMEX’s 

senior management about the benefits of joint ventures. 

We also see these joint venture processes as a real 

challenge and a good opportunity to learn about what 

is going on abroad. After all, when companies come to 

us, they talk about their successes, but seldom mention 

the things that went wrong. This is not just the case for 

technology matters; it is the same for operations and the 

whole production chain. This makes us eager to work side-

by-side with these international companies to find out for 

ourselves what works and what does not. I am sure that, 

at first, some of these companies will not have an easy 

time in Mexico because, for example, not many have dealt 

with offshore extra-heavy crude oil at depths that are not 

shallow enough to provide comfort, nor deep enough for a 

determined technology. International operators have some 

advantages, but PEMEX of course has a lot of knowledge 

about Mexico’s fields and geology. I would like to see 

PEMEX become less dependent on service companies. 

Suppliers bring what they think is best or what they want 

to test or sell, but their products and services do not always 

focus on solving our problems. As such, PEMEX needs to 

adapt to new players with different experiences and learn 

to manage differing perspectives. 

Q: How will the creation of PEMEX’s procurement division 

impact the technology development and procurement 

strategy of PEMEX E&P? 

A: So far, the new procurement area has not been fully 

involved with our efforts and we have not seen changes in 

that regard. For E&P-related technologies, PEMEX talks to 

companies, identifies needs, looks for technology, seeks out 

prospective vendors, and runs tests on certain products and 

equipment out in the field, with occasional help from IMP. 

I do not know if, in the near future, PEMEX’s procurement 

arm will be more focused on technology, as it already has its 

hands full complying with the company’s operational needs. 

I do not like the idea of centralizing all of the procurement 

because we might see slowdowns in the process. If 

technology procurement becomes centralized as well, we 

will have to reach agreements on how to proceed so that 

each team can do its job efficiently. The benefits depend 

on the strategic vision for the procurement unit. There were 

initial plans to merge IMP with PEMEX, which justified the 

creation of a new technology unit. However, Congress did 

not approve this move, so top management decided to go 

on with creating a new research and technology area at the 

corporate level, which will soon be up and running. This will 

be supported by IMP to adapt or develop the necessary 

technical solutions to meet PEMEX’s main challenges, in 

both upstream and downstream. The main focus of this new 

corporate area will be to help assets become more efficient 

at implementing technology solutions on a large scale. 

Q: How would you connect the procurement function with 

the actual technology needs in the fields?   

A: Having a procurement area supporting technology 

efforts in the company is very desirable. My main objective 

is to concentrate on determining the needs in the fields 

first and then look for support from procurement to 

access technology solutions more efficiently. This entails 

upstream and downstream, so we need to think of the best 

ways to handle procurement across these areas.  

Q: What are the main technological challenges facing 

PEMEX in the fields that were awarded during Round Zero?    

A: The challenges now facing PEMEX will remain the 

same for the next few years, as PEMEX has a highly 

| VIEW FROM THE TOP
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RESTRUCTURED NOC 
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Q: What is being done within PEMEX to make sure that 

people remain open to suggestions from future partners 

in order to achieve more from joint ventures?   

A: PEMEX got used to doing things on its own over the past 

77 years. It relies on service companies, but most of what 

happens in the Mexican oil and gas industry comes from 

Mexican engineers. In some cases, people want to see what 

technologies foreigners bring. In others, Mexican engineers 

are very proud of their accomplishments and some might 

actually admit that “you can’t teach an old dog new tricks”. 

Nonetheless, younger engineers are eager to learn and are 

curious about other methods, while other groups want to 

compare themselves to the experienced players that are 

coming into the country. PEMEX’s senior management will 

listen to those who have plenty of knowledge about the 

challenges faced in the main fields. They can provide a lot 

of insight into what to look for from partners.   

Q: What would you look for in terms of technology for the 

development of a field like Ayatsil-Tekel?    

A: The main points are well design, coping with the crude’s 

viscosity, and flow assurance. Ayatsil-Tekel is a field that 

might be tricky to develop because of the depth of the 

reservoir, API gravity, and the amount of H2S and CO2. 

However, the challenges will not be limited to these issues 

as it is also important to maximize the reservoir’s energy. 

Artificial lift through the utilization of electric submersible 

pumps will be very important. There is also one aspect of 

concern: we need to prevent water from encroaching on 

a highly fractured reservoir at early production stages, 

given the crude’s significant viscosity levels, the reservoir 

conditions, the mobility ratio, and the presence of a large 

and possibly strong aquifer. Another undesirable scenario 

would be to experience a temporary shutdown, as reinitiating 

production would be problematic. Ensuring the continued 

operation of the system remains an issue, just like modeling 

the reservoir, designing the wells, and planning the pipelines. 

Outstanding issues to be addressed are the need to design 

unconventional wells and the way they will be completed and 

operated. Even though we have strong technical capabilities 

and vast experience dealing with the exploitation of other 

offshore heavy oil fields, such as Cantarell and Ku-Maloob-

Zaap, we still need experienced operators to come along and 

help to successfully develop the fields while we are looking 

for new ways to do things. If Ayatsil-Tekel were onshore 

fields, it would be easier to get rid of the contaminants 

and manage this extra-heavy oil, low gas-oil ratio asset, but 

being offshore, dealing with such challenging conditions on 

platforms makes the situation more complicated. I do not 

think that many foreign companies have dealt with similar 

problems offshore. Those fields are going to be interesting 

to work in, and we are looking forward to finding out who is 

going to come along and save the day.

Q: What are the main challenges in Tsimin-Xux, and how 

is PEMEX planning to address them from a technological 

perspective?     

A: In Tsimin-Xux, we have to be careful with the execution 

of the development plan. It is a gas and condensate field, 

so we have to take care of the reservoir energy to prevent 

condensation from happening. We have learned from 

operating in adjacent fields, so we have to pay close attention 

to managing pressure in the reservoir and operating the 

wells. Another important aspect is related to the proper and 

timely implementation of secondary recovery processes, 

such as gas injection or reinjection. Nitrogen injection is a 

good choice for pressure maintenance, and we have plenty of 

experience injecting nitrogen in Cantarell, but it might not be 

the best alternative for managing Tsimin-Xux. As operators, 

it is important to remember lessons from past experiences. 
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Even before the Energy Reform was announced, PEMEX 

already had ambitious procurement plans in mind. These 

were meant to streamline processes, increase efficiency, 

and help PEMEX save money. Now that oil prices have 

plummeted, an effective procurement strategy will 

certainly help the NOC in turbulent times. The creation 

of the Corporate Directorate of Procurement and Supply 

(DCPA) is a crucial step in PEMEX’s transformation into a 

competitive enterprise and will be an important tool to face 

the challenges posed by the opening of the market. Arturo 

Henríquez, Chief Procurement Officer of PEMEX, explains 

that this new direction will allow for an agile, efficient, 

and flexible procurement and acquisition model to be 

implemented in all of the NOC’s areas. PEMEX used to sign 

approximately 30,000 contracts every year for services and 

the acquisition of equipment, which resulted in expenses 

of approximately US$30 billion. These figures highlight 

the importance of a centralized procurement model. 

Henríquez says that applying international standards and 

best practices is already making a difference. In fact, PEMEX 

has estimated savings of US$1.5 billion in four years from 

efficiencies created by the new procurement division.

In addition to standardizing processes, DCPA will foster 

transparency and innovation. The new division will be 

backed up by a large database, which will include over 

9,500 registered suppliers and service providers. This 

database will serve as a preliminary step in pre-selecting 

suppliers so PEMEX can gain a better understanding of its 

suppliers and contractors, as well as their attributes and 

track records. “PEMEX has allied with institutions such as 

IMSS, Infonavit, Tax Administration Services (SAT), and the 

Treasury to be completely aware of our providers’ status 

in meeting their fiscal and labor obligations,” comments 

Henríquez. Providers included in the Directory of 

Approved Suppliers have been carefully investigated and 

evaluated, so PEMEX can rest assured about the quality 

of these suppliers, which offer products and services 

for exploration, drilling, production, and refining, among 

others. Before registering, suppliers have to undergo a 

thorough selection process in which legal, administrative, 

technical, and financial requirements are examined. The 

ultimate goal is to establish solid commercial relationships 

with the most reliable suppliers. Companies must have at 

least one year of operations before registering. 

Once a provider is registered, PEMEX will use a ratings 

system to keep track of the best suppliers and to keep 

them informed about their performance and possible 

areas of improvement in order to strengthen the business 

relationship. Suppliers are rated every four months in four 

categories: price, compliance with delivery times, quality, 

which includes successful inspections and customer 

complaints, and customer service. Each criterion has 

an assigned value, resulting in a total grading of 100%. 

Suppliers which rank at 80% or higher are considered 

for future tenders and procurement processes. “The 

performance evaluation factor will be very relevant. 

Suppliers that meet their obligations and contribute to 

PEMEX will benefit and the company will continue to 

do business with them. Those that are not meeting our 

standards will be either left out or urged to improve their 

service,” tells Henríquez. He warns that the fact that a 

company ranks well on the aforementioned criteria does 

not mean it will have preferential access to supplier 

development. “We need to become more integrated, 

which entails being more fluid with PEMEX’s supplier 

base. The company needs to focus on integrating the 

supply side. There are companies that have been selling 

to PEMEX for 25 years but, in every single procurement 

process, they have to start from scratch. This highlights 

a serious lack of planning. We need to make long-term 

plans and collaborate with companies that can manage 

projects for at least five years. In the end, this process 

diminishes risk for both sides and saves time and money.” 

In spite of the fact that this model has so far yielded 

efficient results and follows international practices, Fluvio 

Ruíz Alarcón, Professional Board Member of PEMEX 

Petrochemicals, believes the relationship of PEMEX and 

its suppliers is a subject that should be discussed by 

the company’s board. He believes that the overhaul of 

supplier relations should be addressed on a case-by-case 

basis. “There is a need to evaluate each case because 

every situation will have its particularities, so details will 

matter. The key variables will be the segment and areas 

in which suppliers partake.” He also mentions the national 

content provisions because he believes these will play a 

significant role. “We still have to wait and see up to what 

point the government will get involved through national 

content policy and to what extent this will remain only as a 

discursive aspect of public policy. This is hard to anticipate 

at this point because so much will vary depending on 

the circumstances. The context in which each supplier 

collaborates with PEMEX will diverge.”

PEMEX OVERHAULS THE WAY IT 
DEALS WITH SUPPLIERS 

PEMEX has estimated savings of 

US$1.5 billion in four years from 

efficiencies created by the new 

procurement division.
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While the Energy Reform 

might have been criticized 

in certain political circles, it 

surpassed the expectations 

of the Mexican Association 

of Oilfield Service 

Companies (AMESPAC). 

Ernesto Marcos Giacoman, 

President of the Board of 

AMESPAC and Founding 

Partner at Marcos y 

Asociados, explains that the members remain highly 

positive despite obstacles that have threatened to derail 

the Energy Reform. None of them foresaw the steep drop in 

the oil prices, which will lengthen the timeline in which the 

effects of the Energy Reform will appear. 

Marcos Giacoman relates PEMEX’s budget cuts to the 

drop in oil prices and highlights that this is not exclusive 

to the Mexican NOC. “Many companies around the world, 

which have also been affected by the fall in the price of oil, 

have announced significant cuts in their annual investment 

programs,” he tells, adding that PEMEX’s budget cuts are 

having a knock-on effect on its suppliers. “Two years ago, a 

shortage of jack-ups attracted investors. Now, jack-ups are 

becoming available in the market but there is little demand 

for them. Eventually, the market will have plenty of jack-ups, 

ultimately affecting the original investors.” A possible solution 

for Marcos Giacoman would be the entrance of new operators 

to absorb the current surplus of equipment. “We need to 

accelerate the process by which new operators will come. The 

negative impact of PEMEX’s budget cut on suppliers would 

be reduced, as they could be hired by other companies.” Even 

if this happens, AMESPAC expects that certain members will 

need help to restructure their finances. Considering that the 

current scenario may have a long-lasting, negative effect on 

Mexican oilfield services, Marcos Giacoman suggests that 

development banks could create a restructuring mechanism 

to help companies in dire financial situations. As an example, 

he mentions companies that obtained a loan to invest in 

drilling equipment and whose services are no longer required 

by PEMEX. “Looking at the spending restrictions PEMEX has 

at the moment, one sees the need for financial restructuring. It 

is possible that foreign funds will arrive to Mexico to aid in this 

regard. However, it would be convenient if the government 

would also strategically support these companies.” In spite 

of these current circumstances, Marcos Giacoman believes 

the Energy Reform has brought important opportunities 

to the AMESPAC roster and made certain of its visions a 

reality. “Probably foreseeing the competition ahead, PEMEX 

announced that it has established a single record of suppliers 

and contractors, which AMESPAC has long advocated.” This 

means that suppliers will have a more straightforward entry 

into PEMEX’s procurement processes.

Back when the debate around the Energy Reform began in 

early 2013, AMESPAC argued that Mexican companies involved 

in the sector would struggle to become operators and might 

have to focus on services. “Given their lack of experience, 

we said that many Mexican companies might not be able to 

venture in this segment while foreign companies would do 

so, given their experience as operators in other countries,” 

comments Marcos Giacoman. Despite this obstacle, the 

collective experience of AMESPAC’s members makes it a 

perfect port of call for foreign operators needing allies to 

take on upstream projects. “Mexican companies focused on 

specialized services like well measurements, cementation, 

and drilling will set the bar. International companies offering 

similar services will come to Mexico following their big 

customers, such as ExxonMobil, Chevron, and Shell, thus 

creating a change for national companies to grow through 

joint ventures.” To Marcos Giacoman’s mind, the fact that the 

members are mainly service companies does not exclude the 

idea of them growing into operators or international players. 

These ambitions are shown by AMESPAC having begun 

preparations for its members to grow outside Mexico since 

2013. “We have publicly stated on several occasions that the 

Energy Reform should help Mexican oil companies to go 

public and operate in international markets,” says Marcos 

Giacoman. “The alliance between international operators that 

have experience in specific types of reservoirs and Mexican 

companies that provide services in the country could 

eventually lead to Mexican oil and gas operators.” Finally, 

Marcos Giacoman mentions the often forgotten opportunities 

for manufacturers, as these could supply equipment for oil 

companies of all sizes, even if the machines are to be used 

abroad. “There are several strong examples of the potential 

competitiveness of Mexican manufacturers in the oil sector. 

For instance, Shell has six international procurement offices 

for oil equipment, including one in Mexico. Its suppliers often 

include little known Mexican providers,” Marcos Giacoman 

points out. 

However, all these opportunities will only arise if the Mexican 

oil and gas industry, including PEMEX, responds to new 

conditions with the right agility. “PEMEX needs to leave behind 

the practices it used during its monopoly years and focus on 

generating value.” This would lead a complete cultural shift 

in the entire Mexican oil and gas market. “Since the legal 

framework is already in place, we cannot wait for things to 

fall into place on their own. Instead, we need to work with the 

elements that are already set,” states Marcos Giacoman. 

RANGE OF OPPORTUNITIES FOR 
MEXICAN SERVICE COMPANIES 

Ernesto Marcos Giacoman, 
President of the Board of 
AMESPAC and Founding Partner 
at Marcos y Asociados
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of this technology. In the North, we have applied our 

Broadband* unconventional reservoir completion services 

for horizontal multistage completions. With Broadband 

services we have demonstrated significant savings in terms 

of resource utilization and also cut back on completion time. 

Broadband technology allows us to focus the completions 

in the best zones of the reservoir and that, in turn, helps us 

optimize time and resources. This ensures optimized cost per 

barrel for the well.

Going forward, we believe multi-client seismic will be 

very important for Mexico. Our cutting-edge imaging 

technology, together with fit-for-purpose survey design in 

both wide-azimuth (WAZ) and full-azimuth (FAZ) modes, 

has proven to be quite successful in reducing uncertainties 

in the US Gulf of Mexico, particularly in the complex, sub-

salt reservoirs. We are excited about the possibility of 

acquiring similar surveys in the Mexican area, which will 

provide our customers with information that is critical 

for de-risking exploration plays, building regional basin 

models, and making the right investment decisions for 

very expensive projects.

Q: The current requirement to restrict headcount and 

reduce costs is contracted by the medium-term demand 

for people with the right skills and experience. How is 

Schlumberger balancing these two variables?

A: Unfortunately, during downturns there is an immediate 

need to adjust our structure to the activity level, and like 

the rest of the industry, we have to cut back our work 

force. At the same time we have established procedures 

for retaining talent, experience, and expertise that will 

be important in the subsequent upturn. This ensures 

that we emerge from the downturn stronger than before. 

Successful application of these procedures requires solid 

tools in place to identify the key employees, and we have 

very strong processes in place for that. We continue to 

look for fresh talent, and our recruiting team in Mexico will 

still recruit fresh out engineers from the top universities in 

the country during this year. We will take the opportunity 

to develop some of the fresh recruits in other parts of the 

world, to prepare them for the future challenges in the 

Mexican market. 

Q: What have been the most successful technologies that 

you have implemented for PEMEX over the past year, and 

what difference have they made in its operations?

A: Our operations in Mexico have always been at the forefront 

of technology application, and over the past 12 months, many 

innovative technologies have been introduced in this market. 

I will take the opportunity to highlight a few that are being 

used today; this is by no means an exhaustive list.

Within the Drilling Group, we have introduced a new 

generation drilling bit called the StingBlade* conical diamond 

element, which together with our PowerDrive* rotary 

steerable systems, as well as other leading BHA technologies, 

has created a very powerful combination that is giving 

excellent results in some of the most challenging drilling 

environments in Mexico. We are drilling more and more 

challenging trajectories and are cutting back a significant 

amount of drilling time. In one particular well, the combination 

of StingBlade together with PowerDrive Orbit has cut back 

over 30 days of drilling time compared to the average. In 

the deepwater projects, we have introduced our advanced 

RHELIANT* synthetic-based drilling fluid technology, which 

has helped us get better performance while reducing drilling 

induced damage. Within the Reservoir Characterization 

group, we have introduced our new revolutionary formation 

tester called Saturn* 3D radial probe, which enables us to get 

pressure measurements and samples in difficult formations 

where this was either not possible, or it was prohibitive due 

to time and cost considerations. The speed and reliability 

of this technology has already brought cost savings as well 

as provided access to invaluable information. The Scanner 

Family* for rock and fluid characterization services has also 

helped us better characterize reservoirs. The combination 

of these technologies is helping in identifying new reserves, 

which were previously bypassed because of technology 

limitations to acquire this information. Within the Production 

Group we have made advances with gas conformance 

technologies. Our FoamSEAL* stable crosslinked foaming 

gel is a proprietary technology developed specifically for 

gas producing fields in Mexico. Using this treatment, we have 

been able to cut back on gas production while increasing 

oil production in individual wells at the same time. We are 

working alongside our customers to maximize the benefit 

| VIEW FROM THE TOP

INNOVATIVE TECHNOLOGIES 
ACHIEVE COST REDUCTIONS
ARINDAM BHATTACHARYA  
President of Mexico and Central America of Schlumberger

An asterisk (*) denotes a trademark of Schlumberger

C-0112, Mexico Oil & Gas Review (2015)



274

advanced, they will naturally extend their services to other 

companies as well. We are also targeting the increased 

involvement of Norwegian companies and creating 

opportunities for Mexican companies overseas with our 

International Energy Project in Mexico. We want to show 

local companies how they can grow to participate in 

the global market through cooperation with Norwegian 

companies. Right now, Norwegian companies are looking 

for partners in Mexico and local companies are looking to 

expand to the outside market. 

Q: Do you envision a situation where Norwegian suppliers 

could work with PEMEX?     

A: The main area where Norwegian companies can 

contribute is technology. Several already have successful 

track records in Mexico, such as Fishbones, a small drilling 

technology provider that began working with Statoil and 

is now dealing with PEMEX. Another example is Wärtsilä, 

a Finnish company that has been in Mexico for many years 

and which acquired Hamworthy, a Norwegian company. 

Hamworthy has offered two main technologies to the 

Mexican market. The first is focused on separating oil from 

water and the second one works towards reaching zero 

flaring. Hamworthy is currently in negotiations to establish 

an agreement related to zero gas flaring with PEMEX. 

Norwegian companies are always focused on how to 

increase the recovery factor, which is one of this industry’s 

prime directives. 

Q: What role does INTSOK aspire to play in the 

development of the Mexican oil and gas industry?  

A: Our most important contribution is to bring our best 

technology and knowledge through our partners. We 

have organized many seminars on integrity, safety, and 

prevention, so we have brought in companies to show 

the necessary technology to achieve the best results in 

these areas. Our objective is to present the most advanced 

inovations in the industry and facilitate access to this 

technology for Mexican companies. We currently have 40 

companies interested in Mexico that want to make sure 

PEMEX receives all the information it needs. Mexico is a 

really promising market and we are absolutely satisfied 

with what has been done by the current administration. 

Q: What is INTSOK’s perspective on the Energy Reform 

and the opportunities it has created for Norwegian 

companies? 

A: At INTSOK, we are very optimistic as we have 

been working closely with the authorities regarding 

opportunities in Mexico. We do not tell any Norwegian 

company what it should do, we only present our experience. 

We have been working with Mexico for 14 years, inviting 

companies and organizing workshops in Mexico and 

Norway alike. Under the current administration, we have 

presented two annual seminars, with the first being to 

explain to the Mexican market how the Norwegian model 

was implemented. When we saw that the Energy Reform 

had been approved, we were very optimistic about the 

idea that Mexico was finally following international best 

practices.

At least 15 Norwegian companies were established in 

Mexico before the Energy Reform and 40 more are now 

looking to enter the Mexican market. Aside from Statoil, 

the Norwegian oil company, around 300 companies 

are part of INTSOK, with most being suppliers. These 

companies could do business with PEMEX, but they 

may prefer to negotiate with international companies 

to have freer agreements. Following the Energy Reform, 

our members have higher expectations that Mexico’s 

commercial practices will be aligned with international 

models. The new local production target of 4 million 

b/d is excellent news for Norwegian companies that 

can provide pipelines, platforms, or many other types 

of technology. On the technology side, our companies 

can also help Mexico raise its recovery factor. In Mexico, 

on average, the recovery factor stands at an average of 

22-24%, as opposed to 60% in Norway. This is because 

Norwegian companies deploy many technologies that 

help to raise this total little by little.

Q: What should happen in Round One to increase the 

attention of Norwegian companies?   

A: Statoil is already participating in Mexico, and even if 

Statoil was not here, our suppliers would come to work 

with the likes of Shell and BP. Although our suppliers are 

still focused on Statoil’s business, making it technologically 
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Q: What role could joint ventures between Mexican 

and Norwegian companies play in the intensification of 

bilateral cooperation between both countries’ oil and gas 

industries?

A: There is an abundance of connections and synergies 

that can be created between operators and suppliers 

from both countries. At the moment, more than 300,000 

Norwegians work in their national oil and gas industry, 

across logistics, operations, services, management, and 

research, so Norwegian companies have developed a 

complete value chain. Emerging opportunities in Mexico  

have been categorized by several Norwegian companies  

as a priority interest, both for the significant number of  

proven, probable, and possible reserves, and for the new 

possibilities in the downstream sector. The Energy Reform 

also creates new opportunities for the development of joint 

ventures between Mexican and Norwegian companies. 

It is important to note that financial institutions such as 

Eksportkreditt and Bancomext have shown interest in 

offering credits to companies that decide to enter into joint 

ventures. This business model is an important alternative 

for the current Mexican oil and gas industry as it provides 

the opportunity to share investments, to access better 

distribution channels, and to obtain local experience and 

contacts. 

Q: How can companies entering the Mexican market 

best overcome legal, regulatory, and human resources 

hurdles?

A: The Energy Reform has been carefully designed to 

improve the practices, operation, and management  

of Mexico’s hydrocarbon resources with clear and 

transparent regulations for the production process and 

the administration of income. Furthermore, this reform 

has taken place in a context of other major structural 

reforms, dealing with labor, transparency, accountability, 

fiscal issues, and competition. Together, these reforms 

will enhance the productivity and strengthen regulatory 

institutions, such as CNH, CRE, and ASEA. Foreign 

companies working in Mexico will see a modern,  

transparent, and competitive operating environment in  

accordance with best international practices and global 

trends, such as the transition to a low-carbon economy. 

Q: How could the current low oil prices affect the 

implementation of the Energy Reform in Mexico, and what 

implications could this have for the interest of Norwegian 

companies? 

A: Low prices may represent fewer profits for the 

producers in the short term, resulting in companies paying 

more attention to where they can trim down costs or make 

their investments more efficient. However, oil companies 

are basing their investment strategy on long-term 

objectives and expectations. Right now, Mexico is going 

through an initial process within the implementation of the 

Reform, with the bidding process for Round One already 

underway. By the time projects associated with these bids 

actually reach the production stage, the oil price may 

be completely different. A confirmation of this potential 

outlook is that around 50 companies, including Norwegian 

companies, have a lot of interest in investing in Mexico. The 

Energy Reform has made Mexico a very serious investment 

opportunity despite the current oil price. 

Q: What are the complementarities between the 

technologies, skills, and expertise developed in the 

Norwegian oil and gas industry and the operational and 

technological challenges facing this sector in Mexico?

A: The Norwegian oil and gas industry is very well developed, 

as it has leading companies at all stages of the value 

chain. Norwegian companies present a formidable source 

of training, experience, and partnerships. Mexico could 

benefit greatly from their technology, expertise, and leading 

position in activities such as exploration and production 

in deepwater, offshore facilities, shipyards, transportation, 

safety, environmental protection, and efficiency in the 

management of petroleum resources. It is important to 

highlight that some of these companies have already 

explored and participated in areas of the US Gulf of Mexico, 

giving them significant advantages when further exploring 

the region. The Energy Reform will present operational and 

technological challenges that Mexico has not faced before, 

meaning the country will need better availability of skilled 

labor, a change in local content requirements, and the 

strengthening of its new regulatory agencies. Overall, Mexico 

has laid out a model for the future, with the capability of 

attracting foreign investment and competing globally.  
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property rights are defined in the contracts. Sometimes, we 

request our customers to let us use the knowledge in other 

sectors in which they do not compete. Additionally, the 

knowledge acquired during the development of a project 

stays in CIDESI through its staff. This enables us to develop 

extra knowledge for other customers and to carry over our 

experience to develop new projects.

Q: What are the advantages of collaborating with CIDESI 

for oil companies with internal R&D teams?      

A: Large oil companies usually have their own research centers, 

while most SMEs use technologies without researching them 

or participating in their development. CIDESI’s model allows 

it to bring added value to both types of customers. It is very 

difficult for any single R&D center to be an expert in every 

aspect of the oil and gas business. There are many peripheral 

technologies required for a specific development, which is 

where we come in. We seek to become technological partners 

with companies that have  R&D centers, and then become just 

such a center for companies that do not. We have become 

particularly strong at matters related to automation. At our 

Ciudad del Carmen center, our main line will be the design 

and manufacturing of tools and equipment for oil production. 

We will also add a computer modeling and simulation line, 

given the large demand for such services. This will help 

CIDESI improve its expertise in the design of new machinery 

and tools for the oil industry. 

Q: CIDESI is also involved in education and training 

programs. How do you ensure that your students get 

relevant experience for the private sector?   

A: Our postgraduate courses have a natural synergy with 

companies. In addition to the solid theoretical formation 

that our graduates gain, they all become involved in 

projects related to the industry. This allows them to solve 

real problems, which gives them a competitive advantage 

in the marketplace. For example, we are currently closing 

the design of a well cementing unit for Comansum. This 

project will serve a dual purpose as it will also be used 

for the training and certification of well cementers. This is 

the most emblematic project we currently have, and our 

students have participated in this project and will continue 

to assist as construction begins in 2016. 

Q: What is the importance of the oil and gas industry 

within the different research activities of CIDESI?

A: The oil sector is the most recent sector we have entered. 

We see both tremendous potential and an enormous 

challenge in this venture. For example, in deepwater 

exploration, the technical challenges will be immense, which 

will require CIDESI to work with the industry to develop the 

required technologies. This will also boost our expertise and 

that of national suppliers. In the short-term, our priority is to 

conclude the construction of our unit in Ciudad del Carmen 

and to assemble a group of researchers and technologists 

to provide services to the oil and gas industry. In the second 

stage, we want to develop specialized laboratories, for 

which we will have to fully detect market needs. In the third 

stage, we will seek financial consolidation for our oil and gas 

unit and strengthen it for years to come.

Q: How is CIDESI’s R&D strategy for the oil industry 

changing in response to the opening of the market?   

A: Following the Energy Reform, private companies will be 

able to engage in operations previously exclusive to PEMEX. 

These companies will naturally seek to have local vendors 

so as to reduce their production costs and boost their 

national content. This provides CIDESI with the opportunity 

to help companies of all sizes improve their technological 

development, become more competitive, and develop as 

local suppliers. To do so, we will also be seeking alliances 

with PEMEX and private companies. Since CIDESI is a 

decentralized organ of the federal government, PEMEX can 

provide us with technological development projects without 

undergoing a tender. As CIDESI does not have a steady 

customer base, new customers are always very important. 

Therefore, in the Southeast Region, we will be focused on 

identifying potential customers and making use of the grants 

we have received from CONACYT to link up with PEMEX and 

the private sector. When we look for customers, we look for 

companies that are eager to make long-term investments 

in science and technology. We strive to establish win-win 

relationships with our customers as we believe this is the 

best way to build loyalty and long-lasting partnerships. 

The knowledge generated throughout the development of 

the project belongs to the client. We sign confidentiality 

agreements with our customers and the intellectual 
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our goals is to help customers save 20% on their energy 

consumption by 2020 across the line. This will be achieved 

by producing new and more energy-efficient products that 

meet our objectives by providing energy savings, helping 

customers’ bottom lines, and increasing productivity.  

Q: How is the low oil price environment impacting your 

clients’ decisions to buy or rent Atlas Copco’s equipment?  

A: We try to reinforce the idea that new products and 

technologies can save energy. Buying new compressors makes 

more sense for a company than renting old compressors. It is 

not only about the investment itself, but about saving a lot 

of money during long-term operations. We try to boost our 

efficiency and our products in order for the customer to rely 

more on buying instead of renting the equipment. 

Q: How will the balance between your onshore, offshore, 

and unconventional activities change?  

A: One year ago, we had great expectations for offshore 

projects, but due to the drop in oil prices, this focus 

has shifted. Companies are now increasingly looking at 

profitable fields that are easier to explore and to produce. 

As a result, Atlas Copco will now see more business onshore 

and in the refineries, instead of focusing mainly on offshore 

projects. However, our product portfolio is broad enough 

to meet a range of objectives. Our R&D departments are 

always focused on developing innovations, as can be seen 

by our variety of compressors, including injected, oil-free, 

and centrifugal compressors. Each sector we cater to has a 

dedicated R&D team to ensure the variety of products we 

offer continues to cater to real industry needs.

Q: How will you participate in the large downstream 

investment projects that have been recently announced?   

A: Our relationship with all of PEMEX’s departments and 

divisions is very important. This is essential for us to be able 

to advise and participate in its different projects, mostly 

related to maintenance. We have been very successful in 

our maintenance of the different compressors that are 

already installed in PEMEX’s locations. PEMEX’s budget 

cut could impact our operations, but we have a very wide 

portfolio across different sectors in Mexico. We are not 

totally dependent on the oil and gas sector. 

Q: Where does Atlas Copco see new business emerging 

in Mexico?

A: There are no new opportunities at the moment since 

the market is still expecting the arrival of new investments. 

However, expectations remain high about these newcomers 

and the new areas of development this will entail. This means 

that it is important for Atlas Copco to ensure a presence in 

different parts of Mexico. Thankfully, that will not be very 

hard given the range of projects we have been involved 

in with PEMEX. These mainly involve the maintenance of 

its current assets, replacement of existing equipment, or 

providing solutions for new projects that PEMEX is rolling out 

to increase production. Our rental business is very important 

for refineries and for pipeline construction. We have a very 

profitable business area dedicated to just those segments, 

which is mainly working with PEMEX. Several of our divisions, 

such as compressor technique, specialty rentals, and 

construction, count on the oil and gas sector as their main 

source of revenue. Three of our five divisions have business 

with the oil and gas sector in Mexico. However, 2015 started at 

a very slow pace and with bad news, such as PEMEX’s budget 

cut. We expect this to change over the second half of the 

year. We remain very optimistic and we will try to capitalize 

on all opportunities that may arise in the market. We are 

forecasting 10% growth for Atlas Copco in 2015, largely due 

to the potential shown by our compressor technique division. 

We already have many branches in Mexico that cater to the oil 

and gas industry, and we are now waiting for investments to 

actually be made before opening new branches.  

Q: What distinguishing factors make Atlas Copco’s value 

proposition stand out in terms of cost effectiveness, 

safety, and reliability?

A: Our main value proposition is based on safety, reliability, 

and care for the environment. This is shown in our R&D 

strategy as one of its main priorities is to make energy-

saving products. Last year, we launched a new compressor 

that can save 50% in energy consumption when compared 

with traditional compressors. We try to collaborate with 

customers to reach their goals in terms of reducing CO2 

emissions and saving energy. At the end, this impacts the 

environment and the bottom line alike, which is where Atlas 

Copco makes its main contributions. Furthermore, one of 
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personnel. These dimensions will mean we can provide 

customers with quick responses and solutions when they 

require servicing. Naturally, our competitors are also 

looking keenly at Mexico. This means that the Mexican 

market is going to become very competitive for the supply 

of drilling equipment, services, and turnkey rig solutions. 

The way for TSC to counter is to focus on the quality of 

its value proposition, which truly separates us from the 

competition. We are a total solution provider and part of 

that is continuing to add to our product offering. Handling 

tools and BOPs are just some of the products we have 

recently added to our portfolio in Mexico. 

Q: How has TSC handled the slew of obstacles in the way 

of the Mexican drilling market?

A: The situation naturally affected us, as it has the entire 

market, and we have had to somewhat readjust our sales 

budget for 2015. However, we continue to stay focused 

on growing our market share in Mexico. Naturally, the 

decision not to contract more drilling platforms for 

exploration activities impacted TSC’s business strategy 

and development outlook. These were not separate factors 

as the budget cut within PEMEX came about as a result of 

the downturn in the market and the fall in oil prices. We are 

well aware that the situation will turn around and we will 

be prepared for it when it does. 

Q: In which ways do TSC’s newer Mexican operations 

benefit from its existing international operations?  

A: While this is only our second year of operation in Mexico, 

we have been hard at work to ensure that more and more 

customers are becoming familiar with TSC and what we 

can offer them. Our entry into the Mexican market was a 

strategy to bring huge rewards to TSC in a short time. The 

investments and development we are making here are part 

of a long-term strategy that enables us to be ahead of our 

customers’ needs in Mexico. Our 4-D approach is at the core 

of our values. We proactively work to understand customers’ 

comprehensive needs. We are service driven and provide 

high-quality services that exceed customer expectations. We 

deliver effective solutions that solve customers’ problems 

and add value. We are result driven as we fulfill our promises 

and take full responsibility for our actions.

Q: In what areas do you think TSC Manufacturing and 

Supply (TSC) stands to benefit the most from the Energy 

Reform, shallow water, deepwater, or onshore drilling 

solutions? 

A: The opportunities that we will seek to capitalize on will be 

based on the stream of new players coming into Mexico. A lot 

of attention is being paid to the foreign operators that have 

expressed their interest, but they are not alone. They will soon 

be followed by drilling contractors as well. That is where good 

business opportunities lie. Across shallow water, deepwater, or 

onshore, drilling contractors will require brand new equipment 

or will need their existing equipment to be refurbished and 

maintained. TSC is ready to offer both of these options. 

Beyond that, TSC has proven that it can provide efficient and 

cost-effective solution capabilities both offshore and onshore. 

We particularly expect that our PDQ land drilling rig, as well 

as our high-profile pumps, will be looked upon by the Mexican 

market as an excellent alternative.

Our reputation in Mexico was boosted in July 2014, when 

a consortium led by TSC was awarded a US$63 million 

contract by PEMEX in order to carry out refurbishment works, 

mechanizations, and automation on several 2000HP land 

rigs. Having led the consortium to this success, TSC will work 

with its allies, Andrews Technologies and Construcciones 

Industriales y Ecológicas del Sureste, to complete these 

repairs and upgrades to the rigs within two and a half years. 

This marks a significant step for TSC in Mexico and shows its 

ability to win major contracts. It will also help the company 

to carry out improvements to its facilities and to increase its 

manpower for its regional bases in North and Central America. 

Q: How many of Mexico’s rigs of all types and semi-

submersibles are already equipped with TSC equipment?  

A: TSC has only been in Mexico for two years so, for the 

moment, only a small percentage of rigs are equipped with 

some of our equipment and solutions. However, we remain 

very active in promoting our products to be included in the 

construction of new offshore rigs and land rigs alike. It is 

evident that, as a wider range of TSC equipment becomes 

available in the Mexican market, our opportunities will 

grow. In order for this to happen, it is all the more vital for 

us to invest in developing the right service capabilities and 
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RM: The main advantage is that our products prevent 

environmental degradation, reduce CO2 emissions and 

fuel use, and avoid the waste of natural resources. By 

using the site’s soil, even poor quality materials, our 

products do not erode, reducing the execution time of a 

project by close to a third. The durability of our products 

is much higher than conventional processes while they 

require less maintenance, which can have a significant 

impact on medium and long-term costs. 

Our products are soil transformers formed by the mixture 

of organic materials and synthetic zeolites, which have 

the capacity to modify the hydration process of Portland 

cement. Due to their molecular structure, our products are 

waterproof, which reduces the thickness of pavements, 

balances the distribution of stresses and strains, and 

avoids cracking by having no expansion joints. 

Q: What differentiates OilCem’s technology from the 

other solutions in your portfolio?     

EO: The nanotechnology is the same in most of our 

solutions. The components of the formula for each 

product are similar, such as the reagents, but they 

differ depending on the aggregate that they react 

with. Almost 20 of these components are minerals that 

have been modified in nanotechnology laboratories. 

We extract natural zeolites, convert them into powder, 

and modify them at a molecular level with atomic force 

microscopes. The resulting reactive components are 

ready to be activated with their opposites. Therefore, 

our products do not modify the pollutants chemically, 

but encapsulate them at a molecular level, so they are 

no longer leaching. For OilCem, we have developed a 

technology that avoids the use of barite in the drilling 

process of a well. It withstands high temperatures and 

protects against crashes.

Q: What has been PowerCem’s involvement with PEMEX 

and other oil and gas services providers to date?    

RM: We worked with PEMEX several years ago to build 

access roads in Poza Rica, Veracruz, which have not 

required any maintenance to date. We are now working 

on the construction of a pilot road section in Ciudad 

Q: How have PowerCem’s portfolio and target markets 

evolved in Mexico over the last 17 years?

RM: We introduced an innovative technology called 

Zeolite Concrete, developed in the Netherlands to 

build dams, which offers numerous advantages for 

the construction of infrastructure from an economic, 

ecological, and durability perspective. In the beginning, 

we focused on roads, but we now consider this area 

to be fully developed. Our next step is to develop 

our applications for oil and gas, hydropower, and 

thermal power, in addition to our solutions for highly 

contaminated soils from mining activities. Nationally, 

we have performed a large number of projects and had 

contact with various government entities to spread the 

use of our technology. 

EO: We essentially offer a range of products that can 

turn any soil into a waterproof monolithic concrete 

floor, using almost any aggregate, even pollutants. Our 

portfolio includes RoadCem, with applications for all 

types of floors and platforms; ConcreCem, designed 

to improve the resistance of hydraulic concrete or 

Portland cement; ImmoCem, which is effective for the 

immobilization of pollutants such as cyanide, ammonia, 

arsenic, lead, or copper; and finally, OilCem, which was 

created for oil drilling applications.

Q: What are the main applications of PowerCem’s 

technologies in the construction of oil and gas facilities?   

EO: OilCem’s technology uses all drill cuttings produced 

from drilling operations as building material for the 

construction of access roads and drilling pads. This 

covers a vast amount of material that contains oils, 

sands, and clays. Even after an oil spill, it can transform 

all contaminated material into suitable materials for 

construction, because it encapsulates all contaminants 

at a molecular level. In addition, OilCem avoids the 

necessity to bring the coating material from natural 

reserves and the resulting damage to the environment. 

On top of that, our solution can reduce hauling of 

construction materials by 90% on a project. Seen from 

our perspective, we turn an ecological problem into an 

innovative solution.
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del Carmen, Campeche. We are also about to start soil 

construction, columns treatment, and water tanks repair 

at PEMEX’s refinery in Tula, Hidalgo. On the private side, 

we are building perimeter roadways in Coatzacoalcos at 

the Etileno XXI project for ICA Fluor, and working on 

the construction of temporary platforms for Odebretch 

within the same project. In the municipality of Ebano, 

San Luis Potosi, officially considered the birthplace 

of Mexican oil production, Powercem is about to sign 

a contract to build all the roads and platforms for 

DS Servicios Petroleros, the consortium that has the 

concession to exploit the oilfields.

Q: What are the advantages of OilCem’s applications 

for offshore drilling infrastructure?   

EO: The advantage of all our products is their capacity 

to inhibit harmful reactions to the concrete. For example, 

seawater contains salts such as sulfates that destroy the 

concrete. Once the solution becomes more alkaline, the 

concrete structure is destroyed from the inside. All these 

detrimental reactions that can occur in concretes are 

inhibited by OilCem. By making concrete with salt, sand, 

and any kind of water, we eliminate the necessity to use 

potable water to make concrete.

RM: We can dredge material from the seabed and use it 

as concrete. This system was originally developed in the 

Netherlands, where people had to build concrete dams 

for land reclamation. In the beginning, they used to drain 

the water, dredge the seabed, and fill it with coating. But 

they noticed that concrete was easily deteriorated under 

these conditions and found a way of using the spare 

material from the seabed, adding it to the concrete. This 

is how ConcreCem and RoadCem appeared. 

Q: What are the company’s plans to overcome the fierce 

competition in the concrete market?  

EO: We provide an integral technology, and then give 

support and quality supervision. In all the projects in 

which we participate, an engineer from our company 

verifies that the work is done in conformity with the 

specifications of the project. We then provide our 

internal report to the client in which we specify the 

topography, dosages, thickness, and everything that 

happens at the workplace. We do not let any product 

out of our warehouse if we do not know what project is 

going to or if it is not verified or designed by us.

RM: PowerCem’s products are certified by UNESCO on 

the macro-economic effects of the use of our technology 

in road infrastructure in floodplains, as well as being 

certified by PROFEPA. We will soon have a plant in 

Celaya, Guanajuato, from where we plan to export our 

products across the Americas. 
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Q: The global oil and gas market is more used to US and 

European companies. What are the main challenges that 

Jereh faces in introducing Chinese technology to Mexico?    

A: The main challenge we may face is that local companies 

are not familiar with Jereh, or China-based companies 

in general. However, Chinese companies have been 

keeping up with global technological developments in the 

oilfield equipment manufacturing sector. In 2008, Jereh 

established American Jereh in Houston as an R&D center 

and manufacturing industrial park to support the North 

and Latin American markets. We believe that, backed 

by our edge-leading technology and global application 

experience in over 60 countries, Jereh can offer 

outstanding cost-efficient solutions to our customers.

Q: What makes Jereh’s value proposition better than the 

alternatives available in the market?  

A: Firstly, the quality of our products and services is 

outstanding. There are definitely some high-quality 

companies out there, but we are confident we can match the 

quality of their equipment and the efficiency of their services. 

Secondly, we see our corporate culture as a key factor that 

distinguishes Jereh from its competitors. We focus on 

customer needs, value the dedication of our employees, and 

continuously strive to be the best. 

Q: How are you leveraging your relationships with clients 

in other parts of the world to participate as soon as they 

enter Mexico?  

A: Jereh is a globalized company. For example, one of our 

clients in Nigeria often exports Jereh equipment to work in 

other parts of the world, and the same situation applies for 

Mexico. In 2004, Jereh delivered its first cementing skid to 

Mexico through an American customer, marking our entry 

into the country. We have more than 5,000 employees 

working globally and will focus on the Mexican market to 

try and replicate our success here. Mexico is playing an 

important role in Jereh’s global portfolio due to its proximity 

to the US. Backed by American Jereh in Houston, we are 

able to manufacture equipment in the US and quickly 

deliver it to Mexico. Jereh has now set up its Mexico branch 

as it seeks to cement long-term development here and is 

committed to working together with its customers.

Q: What are the ambitions of Yantai Jereh Oilfield Services 

(Jereh) in the Mexican oil and gas industry? 

A: Jereh is a world-leading oil and gas equipment 

manufacturer and service supplier with integrated 

solutions for drilling, well services, oil and gas treatment, 

processing, and oilfield engineering. Over our 15 years 

of development, our equipment and services have been 

successfully deployed in over 60 countries, onshore and 

offshore. In 2010, Jereh was listed on the Shenzhen stock 

exchange and has now become China’s largest privately-

held, listed oil and gas company. For the Mexican market, 

Jereh is dedicated to helping its customers and partners 

in onshore and offshore fields by supplying equipment 

and providing oil and gas engineering and construction 

services. Jereh aims to make the development of Mexico’s 

oil and gas sector safer, more reliable, and eco-friendly.

Q: What significant opportunities convinced the company 

to commercialize your product portfolio here?   

A: Mexico is one of the largest oil producers in the world. 

According to the World Bank’s rankings, Mexico is 39th in 

terms of ease of doing business, and has risen from 43rd 

in 2014, which shows that the government is seeking to 

create a good environment for foreign companies to 

invest. Given the recent Energy Reform, Jereh will seize this 

opportunity to fully enter this promising market. We feel 

confident that we can quickly cement our positioning by 

bringing our advanced technology, high-quality products, 

and skilled people here. At this moment, our equipment 

manufacturing sector has the largest presence in Mexico. 

In the near future, we hope to start offering our oil and 

gas EPC services, and we may then introduce our oilfield 

technology services, especially concerning environmental 

management. In March 2015, Jereh launched its integrated 

oilfield environmental solution in Mexico. It offers great 

environmental and economic benefits for customers 

through oil-based cutting management, cutting re-

injection, and automated tank cleaning. Finally, we have 

sold two platforms to PEMEX for offshore projects. By 

enhancing our partnerships with the clients we supply oil 

and gas equipment to, we will be ready to help them in 

more challenging projects, including EPC services, subsea 

oil and gas efforts, and more.

| VIEW FROM THE TOP

CHINESE OILFIELD LEADER 
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After 25 years, Grupo Altavista has become quite adept 

at finding new technologically driven solutions for the 

Mexican oil and gas industry, an important provider 

of advanced automation and control solutions for 

PEMEX, which relies heavily on its SCADA systems for 

operational integrity. This experience is a worthy one as 

Ricardo Orrantia, President and CEO of Grupo Altavista, 

believes that post-Reform Mexico will see a great rise in 

demand for automation products. As such, he is driving 

his company towards an integrated set of solutions, while 

being absolutely confident in its skillset to cope with this 

great demand. “We are aware that new players will require 

our automation systems. As such, we are ready to adapt 

to their requirements for a variety of projects across the 

upstream, midstream, and downstream segments. For 

example, new pipeline infrastructure projects will call for 

remote monitoring solutions across the distribution of 

natural gas, crude, or refined products. I am certain that our 

services will experience great demand in the coming year,” 

explains Orrantia. His focus is now on transforming Grupo 

Altavista into a leading business-to-business enterprise 

that takes advantage of its internal capabilities to gain a 

greater share of Mexico’s expanding automation market.

Given that Orrantia’s enterprise has worked with a variety 

of new technologies for the oil and gas sector, Grupo 

Altavista is seeking to expand its portfolio in specific parts 

of the production chain. “Our expertise in SCADA and other 

control systems is already well established in our service 

line. However, we have started to devote significant R&D 

resources toward our chemical product line in order to 

devise solutions that can enhance the recovery process,” 

says Orrantia. Although Grupo Altavista is a relatively 

new player in the chemical solutions sector, he believes 

combined capabilities are the way to go as competition 

buffs up. Furthermore, he is confident that, after years of 

investment and research, the company’s chemical solutions 

have proven their worth in terms of operational benefits. 

“Grupo Altavista is focused on coming up with its own 

products instead of reselling those of other companies. 

We are constantly improving and developing new solutions 

with our clients so that we can deliver extensively tested 

chemicals that will significantly enhance specific production 

operations,” explains Orrantia. Having developed its own 

chemical solutions, Grupo Altavista is planning to build 

strong relationships with newcomers participating in Round 

One. Offering its products to new operators will enable 

the company to serve up advanced solutions that cater to 

operators’ recovery needs. “We are well aware that many 

operators that will be looking for strong and well-positioned 

Mexican champions to provide them with the solutions they 

need to produce here,” states Orrantia. 

Grupo Altavista is also anticipating opportunities in logistics 

as a result of growing investment in the sector, which is yet 

another component of the company’s strategy towards 

consolidating integrated services for the Mexican oil and gas 

industry. “We want to be part of a larger portion of the oil and 

gas value chain. Beyond our current capabilities in automation, 

control, monitoring, and EOR with our chemical line, we also 

expect to become involved in exploration and production, 

logistics, and various well services.” At the moment, the 

company has a medium-sized plant in Tabasco that develops 

its chemical products, but an expansion is underway to 

swell its presence in the region. “We are getting ready for 

the production boom that our country will experience over 

the next few years. I am certain we will be able to join forces 

with operators that are interested in bidding on the blocks 

included in Round One,” says Orrantia. He is also confident 

that, as a fully Mexican-owned company and with important 

experience in the market, Grupo Altavista would make a fine 

partner for a company seeking to learn Mexico’s intricacies 

and business culture. “We are looking for solid partnerships 

that prioritize and value local content. Parallel to this, we are 

enthused to see how the coming rounds will develop, which 

may lead us to become operators in the future,” Orrantia 

highlights. As a dynamic technology-driven firm already in 

the game for over two decades, Grupo Altavista continues 

to reinvent itself in order to capture new opportunities in a 

number of areas that represent potential growth for the firm. 

Given its malleable approach, its activities have centered on 

understanding its clients from top to bottom. “Essentially, 

our target is to make Grupo Altavista a leader for innovative 

solutions in the Mexican oil and gas industry. That will be our 

main objective in the coming year,” concludes Orrantia.

TECHNOLOGY DRIVEN SOLUTIONS 
FOR INCOMING OPERATORS

“We are getting ready for the production boom that our 

country will experience over the next years”

Ricardo Orrantia, President and CEO of Grupo Altavista
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As part of the Energy Reform, the federal government 

took a number of measures to secure the participation 

of domestic firms and the strengthening of the national 

supply chain. These measures stipulate that new operators 

must meet a minimum level of national content, starting 

at 25% in 2015 and rising progressively to 35% by 2025. 

However, the nature of this national content requirement 

has caused certain concerns by an industry that is happy 

to comply with regulations as long as these are made 

crystal clear. 

The Undersecretariat of Commerce and Industry at the 

Ministry of Economy has broken down what companies 

need to be aware of. First of all, a specialized unit will 

be created within the Miistry of Economy to oversee the 

national content mandate by working on six major areas:

1. Establishing a methodology to measure national 

content and ensure compliance

2. Collecting information to measure national content 

for the hydrocarbon and electricity sectors

3. Creating a national registry of domestic suppliers 

to identify their development needs

4. Creating an advisory board to come up with 

policies to foster the development of domestic 

suppliers

5. Starting a fund to support the growth of national 

suppliers and contractors

6. Designing strategies to help the progress of the 

Mexican supply chain and to attract investment

Furthermore, the document clearly spells out the sources 

from which national content can be drawn, namely 

purchasing goods from domestic suppliers, the hiring 

of Mexican workers, the contracting of services from 

local firms, the transfer of technology, training, and 

infrastructure. These six areas will then be melded into a 

complex equation to calculate the precise percentage of 

national content present in the operations of each foreign 

company working in the Mexican oil and gas sector. For the 

purchase of domestic goods, this will be the accumulated 

value of all operations in the Mexican value chain. For 

labor, the payroll of Mexican workers will be taken into 

account. For services, the amount of national goods 

and labor used in the provision of these services will be 

counted. For training, the value of the training provided to 

national workers will be taken into account. The transfers 

of technology section will consider investment made in 

transferring knowledge and technology to improve the 

production of goods or offering of services by Mexican 

companies. Finally, infrastructure contributions to national 

content will track expenses made in Mexico to improve 

the country’s urban and rural environment. If a company is 

found to be defaulting on this commitment, the information 

will be passed to CNH for it to apply sanctions, although 

the nature of these sanctions is not clear at present.

Beyond the application of national content requirements, 

a principal task of this unit will be to establish a supplier 

development program with two main aims. The first is to 

create a national registry which will showcase Mexican 

companies interested in participating in the industry 

and identifying their development needs. Alongside this 

registry, the fund will seek to boost the competitiveness of 

the local supply chain by providing financing schemes and 

programs to improve training, research, and certification 

efforts. These will be particularly targeted to SMEs to 

help them enter the supply chain of major oil and gas 

companies.

BREAKDOWN OF NATIONAL 
CONTENT REQUIREMENTS
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as the Los Ramones pipeline and Etileno XXI. In addition, we 

continue to accompany all transport-related developments 

throughout Mexico and their integration with the US, and have 

developed our business that is dedicated to the mechanical 

and operational maintenance of pipelines and plants, whether 

these be separation, pumping, or injection plants. 

Q: For what kind of processes do ISI Mustang’s automation 

solutions see the greatest demand in the Mexican market? 

A: We are integrators and, as such, we do not only sell products 

but have the ultimate goal of always offering our customers 

benefits in three areas: safety, operation, and maintenance. 

Operational safety is essential for pipelines, which is why 

we have an area dedicated to preventing leaks and losses. 

This division’s experts can also identify whether pipelines 

were intentionally damaged. The systems we provide define 

the proximity of trucks, cars, or people to the pipeline with 

a high degree of accuracy, allowing operations personnel to 

prevent pipelines from being intentionally damaged. Another 

area we focus on is the proper operation of SCADA systems, 

which seeks to verify, understand, analyze, and manage data 

coming from different pipeline facilities. Finally, maintenance 

has to be very efficient. Our SCADA systems are not only 

designed to operate efficiently but also to improve the ease 

of maintenance. Given the current low oil prices, companies 

are reducing costs so that they do not have to close down a 

project. One of the principal ways of doing this is to have very 

efficient maintenance.  

Q: How would you describe the support you can provide 

for refineries and terminals?  

A: Projects like refineries and terminals are always very 

ambitious at first. Only once their place in the market is fully 

understood, can it be seen whether that ambition is achievable 

or only an illusion. ISI Mustang relies on its experience to 

thoroughly analyze a situation before making any commitment 

to delivering its services. Essentially, we know how, where, and 

when our solutions can be rolled out and this allows us to give 

refineries and terminals a realistic assessment of how we can 

help them and in what timeframe. During the construction 

phase of refineries or terminals, the suppliers who join our 

efforts bring that same level of commitment. We educate 

them to be very clear about the products we have to deliver.

Q: What have been the main achievements of ISI Mustang 

in the Mexican oil and gas industry in recent years?

A: ISI was born as a South American company and now 

works across Argentina, Chile, Peru, Bolivia, Colombia, and 

Mexico. As a firm specializing in automation and control, ISI 

came to Mexico almost ten years ago to commercialize our 

SCADA systems, especially for the gas segment. While our 

main objective is to provide high-quality products, we are also 

very stringent about meeting the deadlines of the projects 

we are involved in. That is just as important as offering low 

prices since not respecting a project’s timeline can end up 

being very expensive. Given the services we offer, such as 

detailed engineering planning, feasibility studies, systems 

programming, HAZOP and risk analysis, and professional 

project management, this attention to cost and timeliness 

is an important asset. In order to prove ISI Mustang’s 

commitment to the country, we will have to act with great 

responsibility and efficiency in the face of the bidding rounds. 

Basically, those of us that will accompany PEMEX through this 

challenging new period cannot afford to fail.

Q: Since the acquisition of ISI Solutions by Mustang 

in 2011, how have the two companies merged their 

respective strengths? 

A: ISI’s merger with Mustang was very rapid, as it was easy 

to integrate our market knowledge and solutions to reach 

the necessary level of advanced technical understanding. 

Our participation within Mustang projects allowed us to 

rapidly acquire its knowledge and standards. We are now 

100% integrated with the same control software and the 

same market approach. Furthermore, ISI’s history in Mexico 

allows us to provide a gateway into the country for other 

divisions of the Wood Group, which we joined as part of 

Mustang. Although we belong to the Automation and Control 

Division, we participate in the entire company’s development 

in Mexico. We act as a bridge for Wood Group for all its new 

developments in the country. At present, the oil and gas 

industry is in an impasse that could still last for a year or two. 

In this industry, this might only seem like a small delay for 

investments but it comes at a time when ISI Mustang is fully 

developing itself in the country. At the moment, we have not 

stopped any project or investment we are involved in. We have 

remained committed to our work on flagship projects such 

| VIEW FROM THE TOP

AUTOMATION AND CONTROL 
EXPERTS SEEK TO GUIDE 
PEMEX
ÁNGEL ANTONIO VÁZQUEZ DÍAZ  
Vice-President of Mexico Operations at ISI Mustang

Av. Homero No. 1804 Piso 11, Col. Los Morales Secc. Palmas, México, D.F., C.P. 11540
Tel. +52 (55) 5203 5000 y 5545 4095   www.isimustang.com

Líderes en Servicios Tecnológicos de Automatización aplicados 
al Transporte y a la Industria de Oil and Gas y Energía

Wood Group Mustang está calificado para actuar como contratista principal 
de automatización (MAC) en proyectos totalmente nuevos que implican 
múltiples contratistas situados alrededor del mundo.

Promovemos la cultura de HSE en todas nuestras operaciones.

Presencia en América Latina y más de 50 países

C-0112, Mexico Oil & Gas Review (2015)



286

will also be immediately accessible and understandable. To 

understand how these analytics help companies in different 

ways, executives will no longer need to export the data, 

send it for analysis to different teams, and wait several days 

to make a decision. The analytics will actually provide alerts 

about problems and make recommendations about how to 

fix them, such as indicating the need to send a team to a 

specific wellhead if a problem arises there. On top of that, not 

everybody in an organization needs to see the same data, 

different parameters can be set to bring different information 

to teams. We have a very easy-to-use dashboard so that 

these parameters can be filtered and installed very easily. 

Essentially, we turn the data into information before helping 

companies optimize their operations with that information. 

We do all this in four stages. First, we use descriptive 

analytics, which provide answers to questions such as what 

happened to cause a wellhead to fail, for example. To do this, 

we track the common variations that cause a wellhead to go 

down. Secondly, we turn to diagnostics to figure out why 

these problematic events happened at the wellhead. Once 

we fully understand what happened and why it happened, 

we can turn to the third step: predictive analytics. Through a 

trend analysis, we can predict what will happen and come up 

with strategies to get the well in question optimized. Finally, 

we deploy prescriptive analytics, in which we run scenarios 

that show companies the different economic impacts of 

various decisions on the wellhead. This way, companies can 

see cost, profit, and production breakdowns of different 

strategies before implementing them.

Q: What opportunity is there for WellAware to provide its 

solutions to Mexican public entities?  

A: There is a great opportunity for us to set a high standard in 

terms of what CENAGAS or CONAGUA should expect from 

a partner like us. We provide a great technology that is easy 

to use and allows for access to real-time data anywhere. We 

anticipate it to be very popular among such entities. There 

is also a key differentiator in our solutions compared to our 

competition, outside of mobility and analytics. We are a 

virtually integrated company, as we provide the hardware, 

the components that ensure connection with different 

telemetry devices, the network that collects data, and the 

software itself. We are an end-to-end solution provider. 

Q: When WellAware Holdings (WellAware) was created in 

2012, what difference did you feel this company could make 

in the oil and gas market?   

A: WellAware is a data analytics company which helps 

oil and gas companies reduce operating expenses, lower 

unplanned downtime, and improve their safety and 

operating compliance. Our services focus on helping to 

collect data, monitor it, analyse it, and present solutions in 

a number of areas. Today, reducing a company’s operational 

costs by US$1 has the same impact on the bottom line as 

US$3 in revenue. There is also a yawning knowledge gap that 

companies need to deal with. Another priority is downtime. 

The oil and gas industry currently faces 5-7% of unplanned 

downtime, which costs billions of dollars to oil companies. 

Finally, in terms of safety and operating compliance, the 

oil and gas industry is seven times more risky than other 

industries. To address this, WellAware deploys some new, 

exciting technologies that keep employees safer in oilfields. 

Another issue we handle is that it is difficult for oil companies 

to access much of the data they generate. The industry has 

essentially built isolated islands of data that is located on 

telemetry devices at the oilfields. This means accessing that 

data takes up resources, time, and money. Secondly, in many 

control rooms, employees have to be tied to a computer 

to monitor production. This is all highly unproductive. 

Therefore, WellAware takes the data from these locations 

and converts it into analytics. Instead of having staff tied to 

their computers, we allow them to access those analytics 

from mobile devices. Companies like Google and Apple have 

spent billions on developing such devices and the energy 

sector needs these options to become standard practice. 

Many operators in the field already have tablets but very few 

of them use these devices to help them do their jobs better, 

to be more cost-efficient, to reduce operating expenses, and 

to avoid accidents. There is a huge opportunity for WellAware 

to leverage existing technology, get this data on mobile 

devices, and help oil and gas companies better manage their 

assets. However, these devices still have a limited capacity 

but we are accounting for that through the Internet of 

Things, which has been the main topic at several trade shows 

in the last year. By allowing oil and gas operators to access 

data in real time with an unlimited capacity, the Internet of 

Things will help this sector reduce costs. These analytics 

| VIEW FROM THE TOP

CONVERSION OF RAW 
DATA TO ANALYTICS TRULY 
IMPACTS BOTTOM LINE 
MARCO GEORGELOS 
Director of WellAware Holdings 

C-0112, Mexico Oil & Gas Review (2015)



287

Q: Which oil and gas industry activities generate most 

demand for your solutions in Mexico and beyond? 

A: Chemical management is gaining a lot of traction for 

us as it is largely an untapped opportunity for WellAware. 

Chemicals rank in the top three costs for energy producers. 

They are expensive and if inventories are not well-

managed, costs can quickly pile up. This is why WellAware 

has garnered a lot of interest to help improve chemical 

management. After this, production monitoring systems 

are definitely a big earner, followed by pipelines. However, 

our presence in Mexico is limited for the time being. We 

are still developing the North American market generally, 

particularly the US, which is where we are devoting most 

of our resources. With the Energy Reform in Mexico, we 

obviously do anticipate some business here. For example, 

in 2013, Mexico had 3,052 illegal taps of pipelines, which 

cost PEMEX US$1.2 billion in lost gasoline. WellAware can 

put monitoring systems in place that will provide accurate 

accounts of reduced flow in instances of stolen gasoline. 

This will alert operators right away to a deviation of the 

fluid and allow somebody to be immediately dispatched to 

investigate. This could be a very good solution for PEMEX 

and Mexico. We also believe we could sell our software to 

any of the companies involved in Round One, including 

foreign companies, local suppliers, and PEMEX itself. 

We can also help address some of the major challenges 

facing companies entering the market, such as chemical 

management and human safety. WellAware can take the 

human element out of the equation by having less people 

present at the well site. We can prevent people from 

needing to go to the wellheads to collect data, making the 

entire process much safer by being done remotely. This also 

translates to increased safety in other areas, such as fewer 

traffic accidents, since less people are on the road. We are 

currently learning about the new Energy Reform and the 

opportunities to enter the market. It is also an honor to 

have Carlos Slim, with his vast experience in the industry, 

providing us with his vision as backer of WellAware. 

He sees that our analytics platform and our business 

approach is highly applicable to the problems the oil and 

gas industry is facing today, by reducing unplanned costs, 

reducing unplanned downtime, and improving safety. This 

is also the case for another of our backers, Dick Cheney. 

Ultimately, the problems we help to fix are industry-wide. 

We want to deploy our solutions here and in the US to help 

reduce our dependency on imports from the Middle East. 

We have a duty to make the North American oil and gas 

sector more efficient than any other region out there.

It is Petrolink’s extensive experience working with IOCs 

and service companies alike that allows it to understand 

their data management needs. However, Carlos Palavicini, 

General Manager Mexico of Petrolink, explains that the 

uses these companies have for such data vary so widely 

that there can be no blueprint. In fact, Petrolink has had to 

develop the ability to provide technological solutions that 

suit each oil and gas client’s specific requirements. “We can 

guarantee any operator that the data it receives, even when 

generated at the well site by a third party, reflects what is 

occurring in the well so that operators can take informed 

decisions.” Petrolink has also pre-empted the plethora of 

technologies in use as it is capable of analyzing data from 

any formats used in the marketplace, either by service 

companies or operators themselves. “Petrolink knows 

how to customize its products for national operators like 

PEMEX which demand tailored solutions. But while PEMEX 

is Petrolink’s largest client in Mexico, we provide solutions 

to service companies as well,” says Palavicini. For service 

companies, for example, Petrolink monitors wells round the 

clock and its technology creates internal data quality flags, 

RELIABLE DATA MANAGEMENT FOR OIL 
PLAYERS OF ALL SIZES

which are based on alarms installed at the well. Any alert 

will instantly be brought to the attention of executives, 

complete with logs and a well schematic display. For 

NOCs like PEMEX, requirements are a bit more complex, 

given the amount of technology in the well and the reams 

of data being produced. Therefore, Petrolink specialists 

work in Real-Time Operation Centers to complement 

PEMEX’s operations and to allow clients to optimize their 

drilling. The company’s Digital Well File monitors each and 

every well, maps it, and compiles the information into a 

database, which is maintained in real-time. Such quick data 

allows clients to monitor activities and view performance 

measurements that can be compared from well to well. 

Petrolink’s capabilities in data management can be 

corroborated by its international client base. “In Brazil, 

Petrobras is working in partnership to operate certain blocks 

and Petrolink provides the information exchange platform to 

share data among the different partners. We want to offer 

such experiences to PEMEX, its partners, and any operators 

forming alliances in Mexico,” Palavicini asserts. 
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Q: Does Axesat manage its sales directly or through 

distributors?  

A: For the oil and gas segment, we handle our sales directly. 

Axesat is highly specialized on selling telecommunications 

solutions to the oil and gas industry, giving us the knowledge 

and experience to do direct sales. However, we naturally work a 

lot through the major Mexican carriers, such as Telmex, Alextra, 

and Axtel. We are not competing with such companies as we 

help them grow their business. For example, it is impossible 

to run a fiber optic cable all the way to certain remote oil and 

gas sites. It is far easier for Axesat to go in alone, set up a 

dedicated antenna, and bring in telecommunications that 

way. This means that we help these major operators expand 

their networks through our technology. As for distributors, 

we are very strict in who we pick. If we were going to work 

with distributors in the oil and gas industry, they would need 

to have real expertise of the sector and of the solutions we 

would provide. Otherwise, they would just get in our way. We 

have very few distributors here in Mexico at the moment.

Q: The company has an operations center in Mexico City 

as well as Bogota. What was the reason for installing such 

a facility in the country?   

A: There are two reasons for this, pricing and the satellites 

themselves. The best satellites to work with in Mexico are 

not the best satellites options in Colombia. We needed to 

have a main antenna, which we call Point to Satellite, and 

it needed to be in the optimal location for our clients in 

Mexico. We actually bought the one that Enlaces Integra 

already had in operation, renovated it, and included new 

technologies. The Mexican market, and specifically the oil 

and gas industry, needed a dedicated operations center. 

In smaller countries, one center can serve three countries, 

but we had to be able to target all of Mexico from within 

the country. Having this operations center in Mexico City 

allows us to cover the entire geographical spread of Mexico, 

respond quickly to client needs, and provide all our services 

from one spot. Axesat is an international company but being 

Axesat Mexico we want to provide what the Mexican market 

needs. Every market is in a different state of development 

and we need to fully understand and focus on what is 

happening in Mexico. Our operations center here is devoted 

to that task.   

Q: How did the Telecommunications Reform influence 

Axesat’s decision to enter this market through the 

acquisition of Enlaces Integra?   

A: Satelites Mexicanos (Satmex) was a Mexican private 

company specialized in launching satellites and selling the 

capacity of those satellites. It created Enlaces Integra to 

provide added value services, such as internet access, video, 

data streaming, or voice services, which requires a different 

permit. Before Axesat entered the country, we looked for a 

company that could help us rapidly grow here. At this point, 

Satmex had been bought by Eutelsat, which only focuses 

on satellites. Therefore, the acquisition of Enlaces Integra 

made complete sense. It was suited to our main practices 

and already had the client base that we wanted to tap into. 

It is important to know that Axesat only handles corporate 

clients so we do not provide internet for households in small 

communities, for example. As such, we really needed to find 

a company that only catered to the business segment, which 

was another reason we matched so well with Enlaces Integra. 

We are trying to make Mexico our main base for providing 

services to the Latin American market. From Mexico, we 

have been targeting a lot of countries in the region where 

we think we can grow our business by 40-50%. We have 

12,000 antennas installed across all our operations, with 

around 6,000 in Mexico. We have also been broadening our 

technology for the oil and gas market, so we believe 20-25% 

of our total revenue could now come from that sector.  

Q: Who are your technological partners in Mexico, and 

what advantages do they provide to your activities?   

A: We rely strongly on partnerships. In Mexico, the best 

satellite at the moment is SatMex-6, now rebranded as 

Eutelsat 113 West A. In order to offer Mexico the best 

service we can, we need to offer the best satellite for 

every client based on their location in a particular region 

of Mexico or Latin America. To provide this breadth of 

options, we have established technological partnerships 

with four of the five biggest companies in the satellite 

business. These all provide us with similar services with a 

measure of customization, which allows us to match the 

best satellite and technology combination with a client’s 

needs. We have a wide range of choices to use so we can 

ensure a tailor-made solution for every client. 
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These trends represent major potential for GlobalSat. 

The demand for satellite communication services will be 

fundamental to ensure optimal and efficient operations on 

oil and gas sites, as long as the infrastructure and contracted 

services perform well out at sea. This technology is one of 

the main tools for the oil and gas sector, it contributes to 

companies’ competitiveness, and adds real value that can 

give one company an edge over competitors.  

Q: What are the main bottlenecks in terrestrial 

telecommunication networks that affect upstream oil and 

gas activities?  

A: Most services used today are terrestrial but these are 

largely located in densely populated areas. For the oil and 

gas sector, such services are constantly saturated and have 

highly vulnerable connectivity as well as highly difficult or 

impossible access. This means instability could arise in 

services. Compared to this, our satellite solutions ensure a 

fully independent, stable, and reliable connection. They are 

ideal for both primary connectivity and for backup solutions.  

Q: Due to increased competition, the price of satellite 

communication devices has dropped in recent years. How 

has this impacted the integration of satellite technology 

for the oil and gas industry?  

A: Lower prices have certainly led to the acquisition of 

satellite solutions in the oil and gas sector and beyond. 

However, the solutions being bought now included new 

technologies designed to optimize links. The services are 

now shared and managed in a more intelligent way by 

the satellite operators. Finally, the increased availability of 

VSAT systems has made our services more attractive. 

Q: Which role can satellite communication systems play in 

rapid response scenarios after emergencies?   

A: It has been shown that satellite communication systems 

are the most reliable technology to handle emergencies, 

contingencies, or disasters. This is due to the speed with 

which such systems are implemented and by the fact 

that it does not rely on ground infrastructure. Satellite 

systems can also provide emergency backup services 

until a contingency service with robust bandwidth can be 

put in place.  

Q: Over the last year, how has GlobalSat further established 

itself as a potential provider in specialized connectivity 

solutions for the Mexican oil and gas industry?

A: We have been investigating the telecommunications 

needs of the oil and gas sector for the last few years. Over 

this time, we have spotted two main areas of interest: 

inland and maritime. The first is our specialty and we 

have over 13 years of experience in delivering high-quality 

telecommunications solutions to this sector. To move into the 

second area, we have set up a technology partnership with 

CommSystems, a supplier of auto-tracking antennas which 

are fully compatible with our technology. After filtering 

out a number of companies, we made an agreement with 

CommSystems for it to provide equipment for our services in 

this sector. Our partnerships with the likes of CommSystems, 

Gilat, and Intelsat have all been carefully selected to offer 

more highly reliable services to our customers at no extra 

cost. We combine the use of appropriate technology, such 

as satellites managed by the largest global operator, and the 

ability to optimize the amount of megabites per megahertz. 

Essentially, we supervise the use of both infrastructure and 

resources to provide the best possible combination and 

present greater benefits to our end users. 

Q: What are the main trends in the demand for specialized 

and reliable voice, data, and video connectivity solutions 

in the Mexican oil and gas industry? 

A: Today, our growth in the oil and gas sector mainly 

comes from the use of collaborative systems and the 

virtualization of applications for use in the cloud. However, 

the oil sector in general is moving toward receiving a more 

efficient and quality voice service. This is mainly focused 

on providing reliable communication services to maintain 

contact with crews on board ships, platforms, and remote 

areas of operation. It is important for GlobalSat to achieve 

these desired objectives with solutions that are as simple 

and easy to use as possible. In terms of reliability, the only 

way to ensure the stability of our links is by adhering to 

a mathematical formula, which takes into account the 

diameter of the antenna, its power, its location, the local 

climate, and where the Master Earth Station is for that 

particular VSAT. With that equation, we are able to ensure 

our customers receive an uptime link 99.5% of the time. 
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When in 2009, global 

tool manufacturer Hilti 

opened a plant in 

Matamoros, Tamaulipas, 

in order to supply metal 

construction fasteners 

to the markets of North 

and Latin America, no-

one had a sense of the 

groundbreaking Energy 

Reform that five years 

later would give a fortuitous meaning to such investment 

in Mexico. The projections that are tracing the speed with 

which the market will undertake technological changes 

have inspired the company to triple its business by 2020. 

Gerardo Martínez, Director General of Hilti Mexicana, 

explains that the Energy Reform is bringing more 

resources and investment, which is music to his ears. “This 

will accelerate our opportunities to grow within the local 

offshore industry,” he adds. 

For 35 years, the Liechtenstein-based company has been a 

leading supplier of innovative tools and fastening systems 

for the Mexican construction industry. With diverse product 

lines that include industrial saws, passive fire protection 

devices, and anchors, Hilti has provided solutions for civil 

engineering projects, industrial facilities, water treatment 

facilities, tunnels, mines, and petrochemical works across 

the country. These products have also been deployed 

in various PEMEX projects in the downstream segment. 

However, Martínez intends to tap into the offshore market 

through the forthcoming investments by delivering products 

not only to NOCs and IOCs but to any other company that 

will require specialized equipment. On the other hand, as 

PEMEX seeks to become more competitive, opportunities 

to define new standards in the country will emerge. This will 

be one of the most important catalysts for Hilti’s growth 

in Mexico, since Martínez expects that more than half of 

the company’s activities will come from the oil and gas 

sector. “We have plenty of experience and a track record of 

guaranteed results in the onshore segment. I can confidently 

state that Hilti is the company seizing most of the onshore 

opportunities present across Latin America.” However, given 

its limited experience in Mexican offshore operations so far, 

the company will be strategically developing this area over 

the next seven years. “Across all our products, we help our 

clients from the initial concept and the engineering stage 

until the project is built and operating,” says Paulo Merino, 

Commercial Director of Hilti Mexicana’s natural resources 

and energy division. “Our areas of expertise range from 

power tools for multi-purpose applications such as grating 

and steel fastening, post-installed anchors, fire-stopping 

solutions, measuring and leveling, decking and grating, 

electrical fastening, raised floor supports, and powder or 

gas-actuated systems fastened in concrete or steel.” The 

company’s grating fastening solution, an assembling system 

that provides an alternative to traditional welding, is suited 

to the different grid levels of offshore platforms, is entirely 

removable, and allows the grates to be disassembled 

and reassembled for maintenance without having to be 

repainted. “This product is quite new for the offshore 

industry in Mexico, although it is already well known in 

the onshore segment. Worldwide, this system has already 

become a standard for the industry because it improves the 

productivity of the construction and maintenance phases by 

preventing corrosion at the attachment point. It also offers 

greater safety to the operators.”

Hilti also provides support systems for raised floors, which 

are used in the instrumentation and control rooms. “Our 

modular design is superior to the competition in terms of 

the cargo it can handle by leaving more space between the 

supports. Using the same system, Hilti also manufactures 

pipe supports and all kinds of electrical instrumentation 

and fastening protection. Ultimately, our product portfolio 

covers a wide range of power tools for the construction of 

offshore platforms, vessels, or FPSOs, as well as specific 

tools for the construction and maintenance of these 

structures,” says Merino. Another area in which Hilti offers 

innovative solutions is fire prevention. Much is known about 

active protection, sprinklers and extinguishers, but what 

the multinational proposes is called passive protection. 

“When a fire breaks out, the heat and smoke spread across 

other spaces, which can lead to casualties. Hilti provides 

solutions that create passive seals, ensuring that the effects 

of a fire are contained within a single zone until emergency 

mechanisms are activated,” Merino describes. Besides fire 

protection, Hilti’s offshore clients require channels to be 

sealed against water in case the platforms sink. This is new 

technology in Mexico, which is why insurance companies 

are pushing oil and gas companies to invest in it.

Finally, Hilti does not drive sales through intermediaries, 

agents, or distributors, but prefers to go directly to the end 

users to deliver its solutions. Additionally, the company 

offers presale and aftermarket services. During the presale 

stage, it advises its customers to choose the most suitable 

products while helping them in the design of a project. For 

example, before selling anchors or fasteners to support 

pipes and tray cables, Hilti does its own calculations and 

provides a report which justifies why a certain product is 

the most suitable. 

INTERNATIONAL STANDARDS 
HASTEN TOOLING MODERNITY 

Gerardo Martínez, 
General Manager of Hilti Mexicana
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Q: Bentley ideally gets involved in a project prior to 

construction and remains involved throughout but this 

can prove expensive. How do you convince potential 

clients to see this as an investment, not a cost? 

A: Initially, Bentley used to tell companies to invest early in 

the game, arguing that they would lose money if they did not. 

Unfortunately, our arguments were sometimes dismissed 

or not taken seriously. Luckily, there are now independent 

organizations that warn against developing projects too 

quickly without carrying out the proper analysis. This gives 

us statistically valid information over hundreds of projects 

analyzed by the likes of IPA. 

Q: What are the main contributions you can provide to 

increase the probabilities of projects being successful?  

A: This brings up to individual components of our technology 

that are of use across the infrastructure lifecycle period. First 

of all, we begin with the design of a project. Our clients will 

decide what their asset will look like and start drawing it. A 

robust platform like Bentley’s allows clients to create not only 

the design but also to simulate the asset, to scrutinize how 

it is going to behave under operational conditions, and what 

sort of design parameters have to be in place for the asset to 

operate as planned. Once the asset is structurally sound and 

comes in within the budget, it has to be built. We facilitate 

the transfer of a vast volume of information from design 

to construction. In oil and gas projects, the smallest pieces 

of information must be tracked, classified, and integrated, 

leading to the construction of the original design. However, 

our solutions go beyond this, helping to track how elements 

will change over time and what materials the construction 

crew will need at different stages. Once the construction is 

finished, all the sorted information must be passed along to 

those who will operate the project. This second handing over 

period from construction to the operation and maintenance 

teams brings about another critical part of our technology. We 

enable operators to receive the project in a comprehensive 

manner and operate it fully as it was designed to be. Finally, 

after the operation period is complete, companies will decide 

to either decommission and dismantle it, or revamp it with 

the introduction of new technology. Again, we provide 

digital information in a structured manner that is immensely 

valuable for the revamp or decommissioning phases.

Q: What have been the major ways in which Bentley 

Systems’ services and technologies have contributed to 

the Mexican oil and gas industry?

A: Bentley Systems (Bentley) started as a pure software 

company back in 1984. Ever since, we have undergone many 

transformations by way of organic growth, acquisitions, and 

developing additional business lines and different products. 

Along the way, we realized that Mexico is a very rich country 

in terms of natural resources. It is problematic, though, to 

concentrate exclusively on extracting and transforming 

these resources without replenishing the environment. This 

is why Bentley is committed to going beyond extraction and 

transformation, and adding value to the environment. Bentley 

facilitates the interface between the planet and people 

by providing services and technology to infrastructure 

projects. Bentley’s core service is infrastructure and lifecycle 

information management, covering design, construction, 

operations, management, and decommissioning. 

Q: What are the flagship solutions you offer for the 

different segments of the oil and gas industry?

A: Our leadership in terms of structural analysis for offshore 

projects is of great significance, and our software is used 

in around 90% of offshore projects worldwide. For the 

downstream segment, our solutions revolve around times 

when facilities like refineries need to be revamped or 

redesigned. When that point is reached, often after decades 

of operation, a lot of data has been generated. This data 

could come in the form of endless reams of paper or be 

stored nowhere but in the minds of experienced staff about 

to retire. Bentley gathers all this information in a cohesive 

way to understand as much as possible about what is already 

installed and to transfer this information into models that 

can grow and respond to new challenges. Specifically, we 

can contribute to decrease unexpected shutdowns. We help 

to reduce insurance payments by identifying parts of plants 

that need to immediately be shut down after an accident. 

We have seen instances in certain countries where, after an 

explosion or a fire occurs, it can take up to two days to shut 

down the plant because the documentation is so poor that 

nobody knows which parts to shut down. We can provide 

companies valuable information in order to reduce such 

negative scenarios.  
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see the national market constraining at the moment. The 

drop in oil prices has also affected our company, especially 

since companies often target food services when it comes 

to lowering costs. Nevertheless, our expectations are 

high for 2016 and beyond. Volume and innovation will 

keep Taylors in the market. The more innovative a service 

company is, the more chances it will have to respond 

when its clients cut their budgets. Our clients know that 

they can count on us during emergencies and that we will 

always be at the forefront of innovation. We aim to grab 

an 80% market share of the oil industry’s food services 

market, which is quite a challenge. It might seem easy to 

provide food onboard a ship, rig, or platform, but it is far 

from that.

Q: How important are certifications for Taylors as the 

Mexican oil and gas industry opens up?  

A: We recognize the value of certifications both for 

corporate image purposes and for the operational value 

they provide. Taylors has ISO 9000 certification for all of 

its processes, which encompass logistics, preparation, food 

delivery, and hospitality services. Having all our procedures 

certified under this norm has helped us standardize 

many steps, maintain better control over our budget, 

and ultimately satisfy our clients. Customers expect our 

chefs to be properly certified, while we also comply with 

PEMEX’s safety norms. In addition, we give our staff open 

sea survival training, so our clients know that our people 

will know what to do in case of a contingency. After all, this 

is a high-risk environment. 

Q: Which are Mexico’s differentiating characteristic at the 

operational level when compared to countries like the US 

or Brazil?    

A: Mexico has very particular conditions, and PEMEX used 

to impose plenty of restrictions. For example, our catering 

personnel had to wear helmets when onboard, even though 

this is not a common practice in other countries. Likewise, 

PEMEX demands a larger amount of catering staff than the 

market standard but this is done to provide more comfort 

to the personnel onboard. In Mexico, it is also complex to 

work with the port administration body, API, because it 

requires permits to carry out many everyday activities.

Q: What distinguishes Taylors International Services’ 

catering services from what was available in the market 

when it entered Mexico?    

A: Taylors International Services (Taylors) started offering 

services from US chefs, as many companies bring in 

American expatriates. The style of southern food we offer 

is very special to these people because it makes them feel 

at home. When we started providing this service on rigs, 

people got very excited and the word started spreading. 

This allowed us to rapidly grow within the private market 

but our intention was to reach PEMEX, for which we finally 

won a tender in December 2014. Taylors is different because 

we care about what the diverse individuals onboard are 

used to eating every day. Taylors designs menus with the 

goal of satisfying everyone, unlike other catering companies 

which think that they have to serve Mexican food because 

they are in Mexico. Workers from other nationalities want 

dishes that are familiar or brands they are acquainted with, 

which is an added value we offer. Our hospitality area also 

includes platform cleaning services as well as the changing 

and laundering of bed sheets, uniforms, and regular clothes. 

Q: What factors persuaded Taylors to set up shop in 

Ciudad del Carmen?   

A: Taylors has had its headquarters in Lafayette, Louisiana, 

since 1986. In order to continue expanding its operations, 

the company decided that Mexico was a strategic location 

that would enable Taylors to close the gap between the US 

and Brazil. This is how Taylors landed in Mexico in 2013. From 

here, we can now provide services to many clients working 

in this country. We entered Mexico with a client who is no 

longer operating here. Therefore, we began doing business 

with companies that have operations in Ciudad del Carmen, 

such as Grupo Diavaz, Oro Negro, Noble, Paragon, Nabors, 

and other international players that knew us from the US. 

The facility that Taylors is building in Ciudad del Carmen 

occupies 2,800m  and is located by the shore. We also offer 

real flexibility as Taylors has the ability to rapidly come up 

with new amenities, such as refrigeration containers, and 

can provide direct service to ships, as needed.

We believe that Mexico has huge growth potential for food 

and hospitality services along the Gulf coast. However, I do 
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capacity to transform our units by modifying and refurbishing 

them to our customer’s needs in a short period of time. We 

can also provide mobile products across multiple solutions in 

hard to reach places. For example, we introduced Moduflex 

to Mexico last year, which has been successful in providing 

new options to our clients’ traditional construction needs. 

Q: What solutions does Williams Scotsman provide in 

order to optimize the use of scarce resources such as 

electricity or water without affecting comfort?   

A: An environmental advantage of modular and temporary 

space solutions is that we provide options that can be 

dismantled and removed after use. This allows for locations 

to be restored to their original form without leaving 

residual buildings that can cause environmental damage or 

violate environmental legislation. Secondly, as we upgrade 

and expand our fleet, we continue to specify the best and 

most efficient materials while working with our customers 

to identify any special needs, such as double tank toilets 

that can help save on water. 

Q: What are the advantages of renting Williams Scotsman 

products instead of buying them?   

A: This really depends on the nature of the project and the 

needs of our customer. If the product is only going to be used 

for a short period of time, such as six months to a few years, 

it makes more sense to rent. Companies go through different 

phases. In the exploratory phase, a company may only need 

a few small and nimble units for a short period of time. It will 

then switch to larger units and add different products as the 

production site is constructed, before transitioning to a more 

semi-permanent solution after the site is established. We can 

provide various rental options to support each phase and 

help the customer determine the best long-term solution as 

their needs become more permanent. There are also certain 

situations where we provide both rentals and sales. Our core 

competency is leasing but it all comes down to how long 

clients intend to use our units, whether they want to capitalize 

on a purchase option or have us do it for them, if further uses 

for our units will be found, and whether it is worth investing in 

relocating those units. However, we really try not to influence 

a client’s final decision, we provide options for them to choose 

from and highlight the benefits of each. 

Q: As the modular construction space includes important 

national and international players, what is Williams 

Scotsman doing to stay ahead of its competitors?

A: We are focusing on investing in our organization and 

asset base to ensure we provide the best customer service 

in the industry. We know that the timeframe between when 

a customer is awarded a project and when it needs our 

products is short, so we are expanding our fleet and product 

offering to ensure we have the right products available to 

service our customers’ needs as they emerge. We are also 

excited about the introduction of new products like Moduflex 

to the Mexican market. Finally, we continue to be a full solution 

provider. We are not just offering the space our customers 

need but also the products that go into that space, such as 

furniture. These products serve as an added value since they 

allow the company to provide a turnkey solution.   

Q: How can Williams Scotsman help its customers make 

their operations more efficient? 

A: Ultimately, the best way we can help our customers be 

more efficient is by being a full-solution provider. We leverage 

our scale to provide solutions for projects that could require 

something as small as five units up to hundreds of units in a 

very short period of time. This means that customers will not 

fall behind in their project timeline. Finally, we are starting 

to leverage the expertise of a sister company called Target 

Logistics in North America, which is an expert in workforce 

accommodations for the oil and gas and mining industries. In 

Mexico, we are looking to grow in this market to become a 

true turnkey provider. We feel we are experts in assets and in 

space solutions, but we can also become an expert in 360° 

customer services within that space. If a mining company 

needs to set up a camp in six weeks, we can come in and 

operate it almost like a hotel. We have the experience of 

doing so in very large projects in Canada, in Australia, and in 

the US, as well as some smaller projects in Mexico.

 

Q: What enables Williams Scotsman to be highly efficient 

in terms of logistics and transportation?   

A: We have 13 locations throughout Mexico, which is 

something unique. In terms of size, our fleet is bigger than 

some of our close competitors. Our best advantage is our 

ability to identify demands in the market and to utilize our 
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After a decade of following a clear career path, Mexican petroleum engineers face a dilemma: 

should they continue rising through the ranks of PEMEX as generations of their peers have done 

before them, or does the opening of the market mean that the best opportunities for personal 

development and financial gain are with the private operators. Whatever they choose to do, 

as well as their countless skilled colleagues who specialized in other areas of the oil and gas 

industry, they are likely to be subjected to a tug-of-war between PEMEX, expanding organizations 

such as CNH and IMP, or the plethora of incoming foreign companies looking for the best local 

hires. At the same time, pressure is building for PEMEX to finally open up its doors to foreign 

employees, which would help it to compete. In response to this hunt for Mexico’s best talent, 

and to bridge yawning generation gaps within PEMEX, the Ministry of Energy has launched a 

strategy to identify the human resource needs of the Mexican oil and gas industry, which will 

hopefully define the education and training priorities for Mexico’s workforce. In conjuncture with 

this, CONACYT and SENER will offer 60,000 scholarships to promising students as they seek to 

enhance access to the Mexican oil and gas industry, opening it up as an attractive career path.

In addition to focusing on these crucial topics, this chapter will also present the up-and-coming 

Mexican suppliers and service providers that intend to learn fresh management and recruitment 

techniques. Through the eyes of experienced consultants and recruiters, we will analyze how 

companies can attract and retain the staff that is essential for their successful participation in the 

development of the Mexican oil and gas industry.
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PEMEX can become executives while remaining focused 

on technical aspects such as well design, production 

design, technology, artificial lift systems, and seismic 

imaging. In addition, PEMEX is also working with its HR 

unit on a new compensation structure. “When comparing 

salaries and levels of responsibility, these turn out to be 

rather low at certain levels within PEMEX. Therefore, a new 

compensation plan will be put in place to balance things 

out with our competition,” explains Silva. Employees who 

have been at PEMEX for five to ten years are more inclined 

to leave than veteran employees or fresh hires. In order 

to retain these people, PEMEX plans to provide them with 

opportunities like graduate degrees or assignments in 

new, challenging areas. “We need our people to know that 

anything they want to learn about petroleum engineering 

or geosciences is available at PEMEX, since Mexico 

presents all sorts of geological conditions and reservoirs,” 

asserts Silva. Regarding graduate studies, PEMEX already 

has close to 85 people in postgraduate courses with the 

help of CONACYT-SENER funds, which enable the oil 

company to send people abroad while paying for their 

tuition fees and their full salaries. Regulations state that 

these employees have to work at PEMEX for at least two 

years when they return.

Between CONACYT and the Mexican Petroleum Fund, a 

total of 60,000 scholarships are to be awarded to support 

human capital development for the entire Mexican oil and 

gas industry. Silva does not see this as necessarily being 

good news, as he does not believe enough people could 

earn these scholarships. For instance, he indicates one of 

the major weaknesses within PEMEX is a lack of English 

Deepwater is an exciting new frontier for the Mexican 

oil and gas industry, as experienced companies will 

soon enter the country to develop this largely untapped 

segment. However, deepwater developments also illustrate 

the human capital challenges that PEMEX is facing. First, 

the NOC is run by Mexican professionals who do not have 

the necessary experience in the deepwater segment. One 

way to build a world-class deepwater team would be to 

integrate experienced foreign workers, but this would imply 

making critical changes in legislation and in company’s 

regulations. “As of now, PEMEX cannot hire foreigners 

unless they are naturalized citizens or if they are married to 

a Mexican citizen,” explains Pedro Silva, Corporate Director 

of Research and Development at PEMEX. “Since PEMEX is 

now a productive enterprise of the state, hiring foreigners 

under equal terms should be allowed. We would like to see 

this change in the legislation. We have good ideas that 

we want to accomplish, making it all the more important 

for us to be able to hire foreigners from other companies. 

PEMEX should be allowed to compete for human capital 

under the same conditions as any other oil company, and 

should have good compensation plans in place to attract 

people from abroad.” 

Silva says there is a concern at PEMEX that staff 

members will jump to other operators in order to work 

and gain experience in deepwater operations. To counter 

this, PEMEX has implemented the dual-ladder career 

path to retain its human capital. Silva notes that the 

first engineers are already on this track, as they were 

granted managerial positions without having to take on 

administrative duties. In other words, engineers within 

OPTIONS TO ADDRESS PEMEX’S 
HUMAN CAPITAL ISSUES 

Q: Given that up to 50% of PEMEX’s workforce is expected to retire over the coming 

decade while the job market becomes increasingly competitive, how will PEMEX 

become an employer of choice in Mexico?  

A: Facing a newly increased level of competition in an open market, PEMEX cannot 

forget that it has the challenge of attracting and keeping the best talent. To achieve 

that, we must come up with and offer the right incentives, while maintaining salaries 

competitive compared to the rest of the energy companies that will come to invest 

in our country. 

For this reason, we have been working since last year on building human capital. 

There are not enough oil, mechanical, or petrochemical engineers in PEMEX and we 

know that other companies will soon start to compete for our talent. This is why we have started a corporate college, 

PEMEX University, which will endow technical training and continuing education to our current employees. We are 

also implementing new incentives to retain our engineers, as well as for the promising young engineers who are 

graduating from our universities, so that they gain the desire to work for PEMEX.  

Emilio Lozoya Austin, 
Director General of PEMEX
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“We need our people to know that anything they want to learn 

about petroleum engineering or geosciences is available at 

PEMEX since Mexico presents all sorts of geological conditions 

and reservoirs”

Pedro Silva, Corporate Director of Research and Development at PEMEX

proficiency, since very few people have the English skills to 

be accepted into a US or European university.  In addition, 

there are internal restrictions that have to change within 

PEMEX, such as the clause that restricts anyone joining 

the company from going off to pursue a graduate degree 

before becoming a permanent employee, which may take 

up to three years after finishing college. In Silva’s view, a 

good strategy would be to start recruiting people from 

universities, offering them scholarships so that they could 

earn Master’s degrees before entering PEMEX’s ranks. 

Awarding these 60,000 scholarships requires proper 

planning, as they cannot be granted without assessing 

the skills of the large number of students graduating from 

universities. “It is going to be hard to find enough students 

that are worth giving those scholarships to. Of course, it is 

possible to have different types of scholarships. Perhaps 

we can start offering scholarships to high school students 

to incentivize them to study petroleum engineering or 

geosciences. It all comes down to good planning and the 

vision the government and other institutions have for the 

future.” Another obstacle that PEMEX faces is Mexico’s 

general level of education, according to Silva. “When I went 

to college, only two schools offered petroleum engineering 

programs: UNAM and IPN. Now, more than 25 schools 

offer petroleum engineering degrees, but nobody from the 

education sector is paying attention to the quality of these 

programs or the facilities the schools have. For example, I 

have seen schools that do not have any laboratories. It is 

impossible to teach students what drilling mud looks like 

through a textbook.” He claims most universities do not 

allow PEMEX to get involved or to influence their programs, 

so any major change in this regard should come from the 

government by setting standards and rules. “PEMEX is 

only hiring students from six to seven universities at the 

moment, but the students’ knowledge is still below our 

standards,” states Silva. “To mitigate this situation, PEMEX 

puts its newly graduated employees through a four-month 

training program at IMP. Once they finish this program, they 

are assigned to a specific asset and must be in a mentoring 

program for a 15-18 month period before they are considered 

fit to start on the technical ladder.” 

The much discussed PEMEX University is already working 

to address the NOC’s needs, even though it does not 

have its own facilities yet. PEMEX has obtained a large 

piece of land in Queretaro and will start building a center 

for training offshore production personnel. Given the 

location, the center will use a good deal of simulators 

as the preferred training method. “Queretaro has plenty 

to offer PEMEX workers, such as location, a technology-

driven government, research centers, and a place to 

physically build the university. In the meantime, the 

institution is already successfully working on building 

transversal skills, such as maintenance, safety, and 

procurement,” comments Silva. 

Q: What are you doing to find and retain skilled talent in order to make sure that 

your projects run according to schedule?

A: We are putting a lot of effort in recruiting and retaining the best personnel. 

Mexico has a lot of talent, so it is important for us to develop a career path for 

those employees. This can be done through a combination of on-the-job training 

to accumulate expertise, while offering courses to complement their skillset and 

keep them advancing within the Oro Negro structure. As a result, our employees 

are able to envision stepping up into more senior positions over time and improving 

their overall compensation. This is supported by our Oro Negro University, a newly 

created initiative that is collaborating with leading universities in the oil and gas 

sector to create a tailored program for training and career advancement. Through 

a combination of online courses and by adhering to certain requirements, employees can continue to move up 

the ladder in the company. The idea of this program is to eliminate the glass ceiling, which is why we are trying 

to develop our employees’ skillset organically and internally to reduce turnover while also working with an almost 

100% Mexican workforce.  

Gonzalo Gil, 
CEO of Oro Negro
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Q: What challenges did SENER identify that resulted in 

the creation of this program? 

A: The idea behind the Energy Reform is to increase 

investment and production for the greater benefit of 

Mexico’s public finances as well as the programs and 

initiatives that depend on them. In the past, CFE and PEMEX 

were the only companies responsible for investment in the 

energy sector. Now that we have a competitive playing field, 

we want to make sure we also have a competitive workforce 

as well. Human resources should not become a factor that 

can hurt the forward march of the Energy Reform. We 

know that the market tends to eventually adjust itself, but 

we do not want to leave this to fate. We want to assist the 

Mexican oil and gas industry and be sure that all the efforts 

that were put into the Energy Reform provide better than 

expected results. If there is a demand for a specific project 

that is economically viable, the company in charge of that 

project will look for a talented workforce to implement it. 

Unless Mexico is able to provide enough highly talented 

people, companies will have to look for them outside of the 

country. This is something that we cannot allow to happen. 

We are not against bringing expertise from abroad, but we 

are in favor of developing and strengthening national talent. 

The same logic applies for technologies. Companies could 

import high-tech equipment but we would rather see these 

companies working with national providers in order to help 

them develop the solutions needed by the Mexican energy 

sector. 

Q: Where are the students who received a scholarship 

expected to end up working?    

A: This is a new sectorial program so, unlike our previous 

scope in which we assumed that all the talent would go 

to CFE or PEMEX, we now believe that talent should be 

spread across any and all parts of the value chain. We have 

seen that as long as Mexicans are employed and generate 

value for Mexico, it does not matter if they work for 

academia, private companies, or in an office in Houston. 

This sectorial program is attempting to feed the energy 

sector as a whole.    

Q: To which extent are you working with PEMEX and 

private companies to understand their needs?  

Q: Following the Energy Reform, the oil and gas industry 

will need to attract more talent than ever before. What 

is SENER doing to ensure that this human capital will be 

available? 

A: We are developing a program that will assist SENER in 

gathering all the information it needs to make the right 

human capital decisions. There has never been a similar 

exercise within SENER or any other government body to 

look at human capital as a strategic component that requires 

information, analysis, and coordination between agencies. 

The first stage of the program is to conduct comprehensive 

diagnostics on where the gaps in talent truly lie. We are now 

making projections on how the supply and demand of trained 

personnel will evolve in the years to come, to understand the 

challenges faced by the oil and gas industry across the entire 

value chain. We are also working closely with the Ministry 

of Economy to jointly help develop providers at every stage 

of the sector. This is the first phase of our strategy called 

Talent Perspectives for the Energy Sector. The data gathered 

from this investigation will be published in July 2015 for the 

oil industry and in October 2015 for the electricity sector. 

This information will help us coordinate efforts between 

the different agencies and regulators involved in the sector. 

Several government agencies have similar priorities at the 

moment, so this program will help to ensure these efforts 

join forces instead of each entity working individually 

on similar goals. The second phase of our program is to 

support the development of the operational workforce. We 

will be awarding 60,000 scholarships and are creating new 

training centers, among many other initiatives. The third 

phase consists of developing talent, not only for workforce 

purposes, but to strengthen leadership and knowledge 

development capabilities across the entire value chain. We 

are also investing in R&D through specialized centers, such 

as the Center for Deepwater Technologies. This is part of 

our initiatives with CONACYT, which are supporting the 

development of knowledge that can be transformed into 

real products and industry applications. The fourth phase is 

designed to create awareness within the industry in order to 

incentivize students to study careers related to the energy 

sector. All these initiatives will help people understand the 

opportunities the energy sector provides for professional 

development in Mexico.

| VIEW FROM THE TOP

ANALYZING THE HUMAN 
RESOURCES NEEDS OF THE 
OIL AND GAS INDUSTRY 
CARLOS ORTIZ 
Director General for Research, Technological Development, and Human          

Resources of Ministry of Energy 
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A: PEMEX has been part of this exercise from day one, since it 

was part of the team that helped build this program. PEMEX, 

CFE, and private sector representatives all participate within 

the coordinating body known as the Talent Observatory. 

Since we cannot bring every single company to the table, 

we turn to the main energy associations. These associations 

are generally comprised by members of the main oil and 

gas companies so, by approaching them, we are reaching 

the right people. 

Q: Do you see any major difference between the human 

capital requirements of PEMEX and private companies?  

A: At the moment, we are reaching out to private companies 

to fully understand their human capital needs and analyze 

them. As we have worked with PEMEX for a long time, we 

already know its needs quite well. We are now focusing on 

private companies, and it will be very interesting to see just 

how different the needs of these companies are in terms of 

human capital. Since we just started this process, it is hard 

to mention any major differences but all this information 

will soon be available. 

Q: How are you going to measure the success of this 

program? 

A: Everything we are doing here, from talent development 

to R&D, has a long-term focus. Nevertheless, we have 

a series of KPIs that are designed to identify the early 

indicators of progress toward the goals we want to achieve. 

For instance, a good indicator is the number of scholarships 

that have been granted. This is not going to tell us how 

the scholarships are impacting the sector, but it will tell us 

how well our program is reaching the market. Aside from 

the KPIs, we have different methodologies throughout the 

process to assess how successful the program has been so 

far and how to alter it in order to optimize its results. 

Q: Is there any system in place being promoted by SENER 

that would link students with companies?   

A: This is one of our main concerns. Our diagnostics help 

us identify critical occupations and the main competencies 

workers should have. We want to spread this information 

across universities in the country so that they can adapt 

their programs to the current needs of the sector. One of our 

goals is for PEMEX to soon hire graduates from all Mexican 

universities and not only from a limited pool as it does today. 

The industry is always facing new challenges so it is important 

to look for talented people that can provide fresh solutions 

for these challenges. These solutions always come in the 

form of knowledge, technology, and leadership. This is why 

we want to ensure that universities across Mexico are arming 

their students with the right skillsets. To address this, SENER is 

creating an occupational catalogue based on the identification 

of the precise skills needed for various occupations within the 

oil and gas industry. The success of a university is measured 

by how its graduates impact the world. We want to help 

universities upgrade their programs so that their students can 

really make a difference in the energy industry. 

Q: What feedback have you received from universities 

regarding this program so far?  

A: We have seen an extremely positive response from all the 

universities. We are now looking at cross-communication 

between the private sector, government, and academia. 

This has a good impact since universities can now visualize 

the energy industry as a whole and move beyond only 

preparing students for certain areas of the value chain. 

There is a strong desire to work in a coordinated fashion 

in favor of Mexico’s oil and gas industry, but this is the first 

time a mechanism has actually enabled this process. The 

only challenge here is that it cannot happen fast enough.

Q: Is SENER aiming to work with all universities or is it 

looking to cluster the program with certain universities to 

create centers of excellence?   

A: Despite our major efforts, this is a big challenge as it is very 

hard to reach out to all the universities in Mexico. Instead, 

we are trying to publish the results of our investigations 

so that they can spread widely. We want universities to 

take their own initiatives in the implementation of new 

academic programs based on our research. If they have 

good initiatives that require financing, SENER is willing to 

participate in such projects provided that they can really 

generate value for the sector.  

Q: What would you like to see accomplished before the 

end of 2015?    

A: We want to upload the results of the diagnostics we will 

carry out throughout the year. The sooner this information 

reaches the outside world, the sooner we will start seeing 

the results. We really have to plan our communication 

strategy since we want our research to have the greatest 

impact possible. We have put a lot of effort into executing 

these diagnostics and are determined to share the results 

with all industry stakeholders.  

To support the development of the Mexican energy sector it is essential to close the gap between the supply and demand 

of talent. It is estimated that Mexico needs to train at least 135,000 senior experts, professionals, and technicians in 

various energy related fields over the next four years to meet the direct demand of the sector. 
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PEMEX’s transition into a productive enterprise of the state 

could be a rocky road due to the NOCs political nature. 

Fluvio Ruiz Alarcón, Professional Board Member of PEMEX 

Petrochemicals, stresses that the working culture within the 

institution will have to change and that will be a difficult 

task. In the process, PEMEX workers are being subjected to 

a lot of uncertainty, even though the government has made 

a great effort to reassure them. For instance, there has been 

a significant increase in the amount of people that have 

decided to retire. Ruiz Alarcón voices his concern saying 

that, “Many officials who have worked for the company for 

decades have decided to retire, even if this means they will 

be entitled to only 80% of their pension. This situation is 

very dangerous because PEMEX can lose a great proportion 

of its most capable human resources.”

Given the changes PEMEX is going through, Ruiz Alarcón says 

it is very important for its employees to learn how to work 

in a competitive environment. The state-owned company is 

finally confronted with the challenge of competing with other 

players, which implies a serious degree of adjustment. “I 

have a strong feeling that most of the Energy Reform makes 

it perfectly clear that the conditions of free competition are 

more important than the objective of strengthening PEMEX. 

For instance, SENER has the ability to instruct PEMEX to 

avoid certain activities if these could affect free competition 

in the market,” says Ruiz Alarcón. “I would definitely send 

the message to PEMEX employees that there is a need to 

adjust, which will in turn implicate serious transformations 

for everyone within the institution.

In addition to elements established in the law, PEMEX is also 

subject to a series of social limitations. “PEMEX cannot decide 

unilaterally to lay off 30% of its workers so that it can have a 

payroll closer in size to that of other major international oil 

companies,” says Ruiz Alarcón. “Decisions cannot be made 

from a completely business-oriented perspective yet. Take 

the budget cuts, for example. In a context different from the 

one we are living in, I would have expected that the decision 

to cut PEMEX’s budget would have been made unanimously 

in a board meeting. However, we are not at this point yet.” In 

his view, PEMEX must also contend with social expectations 

which play a role in the development of the country. In this 

sense, PEMEX cannot make decisions that other companies 

make by only considering the relevance and profitability of a 

project as it must also account for social and political costs. 

“This is one of the great contradictions in the Energy Reform. 

PEMEX’s formal mandate is to create value. However, it is 

very difficult for PEMEX to do that because of the social 

costs implied.”

PEMEX’s empowerment and ability to make the right 

decisions in this difficult time lies in its Board of Directors. 

The key point for giving PEMEX a solid and stalwart board, 

according to Ruiz Alarcón, is fiscal dependency. “For as 

long as Mexico depends on oil revenues, it will not matter 

who is on the board as that concern will remain in place.” 

Ruiz Alarcón strongly believes it was a mistake to exclude 

the union from the board of PEMEX, mainly because 

workers should have been given the chance to choose 

their representative and have them included. This would 

have given the board a completely different perspective on 

key issues. “As long as PEMEX remains the government’s 

primary source of income, it will be very difficult to achieve 

this objective. However, if PEMEX is seen as the responsible 

entity for assuring the energy supply for the country, then 

the Boardof Directors’ perspective will change completely. 

Another considerable threat to PEMEX’s transformation 

into a real productive enterprise of the state is the lack of 

oil and gas expertise in its board,” says Ruiz Alarcón. “This 

can be addressed or mitigated by listening to experts, of 

which there are many in PEMEX. This company is self-made. 

It is not surprising that it has serious expertise and capable 

people. Now it is just a matter of using them wisely.” 

Ruiz Alarcón is confident that Emilio Lozoya Austin, Director 

General of PEMEX, is the right person for the occasion due 

to his political strength and close ties to the president. 

“This is a major difference vis-a-vis other CEOs of PEMEX, 

as Lozoya Austin has full presidential support,” he says. 

However, Ruiz Alarcón believes that having the president’s 

support could be a handicap in the short term, given the 

country’s political context. “The president might not want 

to make difficult decisions with the elections nearing, even 

if Lozoya Austin presses him to do so,” asserts Ruiz Alarcón.  

ORGANIZATIONAL HURDLES IN 
PEMEX’S TRANSFORMATION

“PEMEX cannot decide unilaterally to lay off 30% of its 

workers so that it can have a payroll closer in size to that of 

other major international oil companies”

Fluvio Ruiz Alarcón, Professional Board Member of PEMEX Petrochemicals
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made, postponed, or continued. Statistical simulations can 

also be used to make better forecasts. In such a scenario, 

a company needs input from experts at different assets. 

These might not make the big financial decisions, but they 

are in contact with the reality of local operations and can 

help to tailor the model to their needs. With the current low 

oil prices, PEMEX might cut any short-term investments but 

it is not relying on methodology that could advise against 

cutting certain investments that have long-term importance. 

Q: Are the PEMEX budget cuts an accelerator or an 

obstacle to cultural change within the NOC?

A: The budget cuts are forcing PEMEX to evolve. 

Unfortunately, most of the cuts are affecting its CAPEX 

and the service providers, with only 16% being achieved 

by reducing the unionized workforce. The problem with 

removing so many suppliers so drastically is that many 

of these provide specialty services that cannot be easily 

replaced. It will take time for PEMEX to develop these 

capabilities, and it will be all the more challenging to do so 

without a robust technology and knowhow transfer plan 

in place. One way to accelerate this process would be to 

open PEMEX up to foreign talent as running the company 

with Mexican staff alone is nonsensical. Another way will 

be to focus on those service providers that are committed 

to knowledge-transfer, rather than those who just provide 

outsourcing. Either way, there has to be a very strong and 

definite plan to transfer knowhow and technology into the 

company. It is no longer about hiring service providers to do 

the work, but about teaching PEMEX staff how to do things.

Q: What are the key aspects that companies need to 

scrutinize for alliances with PEMEX to work?

A: PEMEX is going to divide into two types of operations. 

There will be legacy projects where PEMEX is likely to 

maintain its old culture and keep exploiting its current 

fields, at least those awarded in Round Zero. However, a 

new PEMEX will have to emerge with the capability to work 

with majors and independents. The latter is another area 

where Bremass will be able to help, as we can help translate 

PEMEX’s culture into the way independents and majors 

operate. We are in a perfect position to help these alliances 

work better in terms of cultural fit. 

Q: How is the restructuring of PEMEX, going from four 

divisions to two, going to affect the cultural transformation 

process that Bremass is supporting?

A: The first major trend is the centralization of PEMEX’s 

decision-making process. We see that, at the corporate 

level, a lot of the decisions that were taken regionally are 

being centralized. That is understandable, as PEMEX E&P 

needs some sort of standardization in the way things are 

run among its regional operations. At the moment, every 

asset leader imposes their own personal style, which 

creates a loss of continuity when people rotate. However, 

we believe that centralization will allow local operations to 

have access to the services and technologies they need to 

increase effectiveness in their operations. 

Q: What progress has PEMEX made in increasing efficiency 

and reducing bureaucracy over the last year?

A: PEMEX’s restructuring has made it complicated to 

increase efficiency or streamline any processes. One of the 

NOC’s most urgent needs is to improve decision-making 

processes at the regional level, as well as to begin operating 

as a productive enterprise of the state rather than as an oil 

ministry. For example, a number of new asset managers have 

been sorting out which service providers add most value to 

PEMEX’s operations. There has been a cleanup of companies 

that were not adding value, which is a positive move. To 

an extent, PEMEX had become addicted to certain service 

providers, without considering which were truly essential. 

Another trend has been a switch in mentality from thinking 

in terms of barrels to thinking in terms of pesos. In the past, 

the guidelines handed down to PEMEX by SENER told it to 

produce as much as it could, without worrying about cost. 

Shifting from a volumetric targets to a profitable vision is a 

true paradigm shift in the way that PEMEX operates. This is 

going to be a big challenge as many of PEMEX’s engineers 

are not geared to this strategy. Bremass will be helping 

PEMEX to undergo this true cultural revolution. Our main 

advice is that PEMEX should aim to standardize its budget 

and align its KPIs toward financial measures instead of 

volumetric indicators, as well as employ more sophisticated 

methods for forecasting and planning capital investments. 

Nowadays, most oil companies around the world use complex 

methodologies to determine when investments should be 

| VIEW FROM THE TOP

ROADMAP FOR 
STREAMLINING PEMEX’S 
DECISION-MAKING
CÉSAR GARCÍA BRENA 
Partner at Bremass Energy Advisors
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Q: What major challenges has PAE overcome to make its 

oil and gas division more competitive?

A: Among the challenges that we have had to deal with is 

the fact that our sector has especially suffered from the 

poor disclosure of the terms of the Energy Reform. This has 

created so much confusion among our clients that some 

thought our industry was going to disappear. We provide 

solutions for companies without the necessary experience to 

deal with the complex labor legislation in Mexico, as well as 

for companies with a varying headcount. Following the boom 

of the energy sector, unexperienced companies offering 

savings in social costs will probably proliferate, confusing 

clients with false tax schemes and gains. However, PAE 

has a legal affairs department that safeguards our clients’ 

interests. The Energy Reform has allowed PAE to consolidate 

its clientele within the sector and to present a serious option 

for newcomers. These prospective clients are buoyed by the 

fact that our experience within the oil and gas sector started 

Q: What success factors have characterized the presence 

of Grupo Empresarial PAE in Mexico?  

A: Grupo Empresarial PAE (PAE) has been in Mexico 

for over 20 years, satisfying the demand for dynamic 

outsourcing services and providing solutions especially 

designed for the Mexican market. Our success is built on 

the creation of human capital solutions for clients who 

need to comply with Mexico’s legal complexities. The 

majority of our competitors have tried to adjust their 

client portfolio to their operational practices, but we have 

done the opposite, which has been a key competitive 

factor for us. At the same time, we perceived the necessity 

to expand our activities across Mexico, the US, and Latin 

America, while introducing new and related businesses 

to complement our human capital solutions. Since our 

expansion, we look to export the working culture that has 

proven successful in Mexico to all the places where we 

operate. 

| VIEW FROM THE TOP

WORKING TO OVERCOME 
OIL AND GAS HUMAN 
CAPITAL DEFICIT
FAUSTO MUÑIZ 
President of Grupo PAE

Q: Can new upstream projects in the Mexican oil and gas industry spark the 

development of skilled engineers and geologists in the domestic market? 

A: This is a huge challenge for Total. A large part of PEMEX’s skilled workforce is about 

to retire, which has largely been overlooked. The role that these retiring engineers have 

had in PEMEX’s success is remarkable, given that they were responsible for most of the 

NOC’s important discoveries and developments. However, besides this downturn, Mexico 

has a great advantage. Having been an oil producing country for such a long time, the 

country’s academic institutions are well-equipped to deliver a new generation of aspiring 

engineers. By having a firm baseline that has been supportive of the industry and not 

having to start from scratch, Total will be dedicated to sparking the interest of young 

professionals that can be trained to become skilled assets to drive Total’s upstream 

ventures in Mexico. By exposing young Mexican engineers to the complexities of different reservoirs present in Total’s 

projects around the world, they can acquire the necessary tools to understand complicated geologic settings that will 

prove essential in the development of Mexico’s fields. Additionally, I am sure that the cooperation agreements established 

recently between Mexican institutions and the French Petroleum Institute will also foster the qualification of engineers in 

matters related to the technicalities of hydrocarbon exploration and production. Agreements like this have proven to be a 

good route for Total to train its engineers worldwide, where technical exchanges can promote collaborative learning. For 

example, we could send a team located in our Mexico branch to one of our other operational hubs in the world to develop 

hands-on experience, while another team comes to Mexico to boost expertise in-country. As of today, Total has more than 

5,000 employees dedicated to E&P activities globally, so I feel that it is crucial to take advantage of collaborative learning 

so that our human talent is continuously engaged in technological cooperation.  

 

Guillaume Ropars, 
Director General of Total
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long before the Energy Reform. Today, we see a whole new 

range of possibilities that will probably be consolidated in 

2015 and the years to come. To expand our business within 

the oil and gas industry, we have created clear strategies to 

attract talent and developed a plan to identify the main skills 

that companies need. For our strategy to succeed, we have 

readdressed our talent acquisition processes to optimize 

our understanding of the skills required by the oil and gas 

industry, improved our IT system to more efficiently manage 

our candidates, and strengthened our relationships with 

existing customers in this industry. 

Q: How is PAE addressing the scarcity of local oil and gas 

talent in Mexico?   

A: Human talent is a scarce resource in any industry, not 

exclusively in the oil and gas sector. It is true that this 

problem is accentuated in the oil and gas industry since 

demand is growing so much for petroleum engineers, plant 

and operation engineers, upstream project managers for 

large-scale projects, plant and operations managers and 

technicians, and geoscientists. However, other key trends 

apart from the Energy Reform need to be considered to fully 

understand this situation. Oil prices have been high in recent 

years, triggering major capital injection in certain segments 

of the oil value chain. Extractive processes have become 

more complex and expensive, pushing the new players 

to close the knowledge gaps. This increasing technical 

complexity has enhanced the need for companies to partner 

with consolidated players or even foreign companies. 

Furthermore, global oil and gas operators have moved to 

vertical business integration in order to ensure demand 

and keep their margins. We need to take these matters 

into consideration in order to understand the demand of 

professional resources in specialized and technical positions.

    

Q: What added value does Grupo Empresarial PAE offer 

to its customers in the oil and gas industry?

A: Grupo Empresarial PAE is a Mexican company that 

understands the challenges posed by globalization 

because it has grown alongside the oil and gas industry. 

Although we have established processes for every 

operation, we maintain our flexibility to provide quick 

responses to satisfy our partners. We have also imposed 

de facto standards in our sector across Mexico as the first 

outsourcing firm in the country to introduce accident 

insurance coverage for outsourced employees. In addition, 

we are the only company to offer our employees emotional 

and psychological support, as well as legal and financial 

consultancy through a Regulated Multiple-Purpose 

Financial Entity (Sofome). We instill our organizational 

culture to all our new collaborators as soon as they enter 

and reinforce it constantly through training and evaluations. 

Furthermore, we want to keep expanding our presence in 

new geographies and develop our organizational culture. 
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Many that eagerly desired the Mexican energy industry to 

be opened up also feared that it would struggle to attract 

international talent, as salaries and compensations were not 

based on global standards but dominated by the monopoly 

of PEMEX. The challenge for Mexican companies, according 

to Jose Ruiz, CEO of Houston-based recruitment consultancy 

Alder Koten, will be to adapt to these new conditions, and 

for Mexican professionals to match the technical expertise 

of their international counterparts. “The major factor in this 

struggle will be to change from compensation structures 

based on hierarchy to those driven by experience and 

technical expertise. Our clients have been able to adapt 

to this because they worked abroad, helping them to be 

better prepared to return and take advantage of the Energy 

Reform,” he says. Alder Koten’s acquisition of the Mexican 

recruiting firm Top-Hire in July 2014 aims to bolster its 

advisory capabilities for middle management within the 

country’s energy sector. “We want to serve clients across 

all levels, and now we are able to cover the technical and 

engineering areas of the industry.”

According to Ruiz, Mexico has historically seen a training 

culture based on generalization instead of specialization, 

unlike in the US where technical staff are separated by area 

of expertise. “To achieve the level of technical expertise 

expected by foreign companies will be a major challenge 

for Mexican professionals more concentrated on managerial 

issues,” he says. “This goes back to the emphasis on hierarchy. 

For example, a Mexican professional with a degree in electrical 

engineering might well be asked during a job interview why 

he did not pursue another technical specialization or seek to 

rise in the field of operations. The ultimate answer is that, to 

keep his revenue growing, that engineer will have to become 

a manager. In the short term, we will focus on importing 

talent, but some companies in Mexico are now providing 

competitive financial packages to their technical staff, which 

will help to develop local capacity. It is now a matter of 

companies being able to provide full technical career tracks 

without side-tracking people into executive roles.” The influx 

of new participants in the Mexican oil and gas industry will 

result in a healthier, more competitive, and diverse labor pool. 

Evidence of this process can be seen in mature markets such 

as Houston, where oil companies have staff from all around 

the world, including China, India, Venezuela, Colombia, Brazil, 

and Mexico. “Achieving this diverse talent pool also comes 

down to the willingness to provide the development paths 

that will attract the best profiles. Globalization will happen 

by necessity, so we need to be able to tap into international 

talent in order to develop the industry at the required speed 

and quality level,” adds Ruiz. “To start bridging the talent 

gap within the Mexican oil and gas landscape, the mindset 

of local organizations will have to change. As Mexican and 

international companies alike begin to demand different 

types of profiles, local educational institutions will also have 

to adapt their academic courses. This evolution will also take 

place at the academic level, as universities and colleges will 

have to work alongside industry players in order to change 

their curricula and arm their students with the skillsets they 

will need in their chosen career paths within the oil and gas 

industry.”

On the executive side, good managers for the industry will 

be defined by their ability to deal with diverse working 

cultures, as well as their capability to serve as effective 

bridges between Mexican and global organizations, 

according to Ruiz. “Alder Koten’s greatest achievement will 

be to source this global talent. We want to help companies 

in Mexico identify people globally and help them fill this 

short-term gap in order to fulfill the requirements of the 

Mexican oil and gas and energy sectors,” he states. As 

this search ramps up, the flight of human capital will be 

particularly acute for PEMEX. The company is already 

experiencing a significant migration of skilled personnel to 

other companies. The problem is not only confined to a brain 

drain. Between 1,000-3,000 PEMEX employees retire every 

year, outpacing the number of petroleum engineers who 

graduate annually in Mexico. Over the next decade, 50% of 

PEMEX’s current workforce is set to retire. At the current 

rate of decline and hiring, the company’s workforce would 

plummet from 155,000 in 2014 to under 78,000 by 2024. 

“At some point, PEMEX will have to react to the market,” 

opines Ruiz. “Even if PEMEX offers valuable intangibles that 

are not only salary-based, it needs to protect itselve from 

other companies stealing its people. A deep analysis about 

the NOC’s real competitiveness is urgently required.”

MEXICAN OIL FIRMS NEED 
MANAGEMENT CRASH COURSE 

“Even if PEMEX offers valuable intangibles that are not only 

salary-based, they need to protect themselves from other 

companies stealing their people”

Jose Ruiz, CEO of Alder Koten
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Experienced businessmen 

and businesswomen will 

agree that a company 

is only as good as the 

collective effort of its 

employees. While it is 

important for any company 

to be profitable, it is equally 

as important to provide 

employees with the right 

working conditions to 

ensure optimum productivity. Sergio Torres Cross, Director 

General of Mercer Mexico, explains how his firm helps 

companies make the best use of their people. “Our definition 

of making the best use of any given employee does not 

imply focusing on utilitarian aspects, but rather finding 

ways of making the workers as productive as they can be 

by providing a work atmosphere that makes them happy to 

work in,” he shares. According to Torres Cross, the solution 

to attaining productivity is found somewhere between the 

employers and employees in terms of salaries, compensation, 

and benefits that are provided in the short and long term. 

The consulting firm has been working with companies 

involved in the Mexican oil and gas industry for many years, 

and has helped clients find the right balance between 

different productivity factors by making use of global 

industry benchmarks. However, Torres Cross is aware that 

the dynamics of human resources in the country will change 

as a result of the Energy Reform. “PEMEX’s workforce will 

now be the target for new operators trying to find skilled 

staff because most, if not all, local specialized workers are 

currently working in PEMEX’s operations,” he states. The fact 

that these workers know how PEMEX operates will only make 

them more valuable for companies starting exploration and 

production activities. “The number of people required in the 

energy sector exceeds the amount of experienced people 

available today. As a result, PEMEX and other well-established 

companies need to take care of their people,” adds Torres 

Cross. He also highlights the need for local companies to 

understand their internal labor market if they want to retain 

their skilled employees. “The internal labor market refers 

to the overall state of the workforce of a company. Once 

companies understand which employees are capable of 

doing specific tasks, they can deploy their resources wherever 

they are needed the most,” he explains. “By understanding 

their own internal labor market, companies already working 

in Mexico can focus on moving their human talent upward, 

rather than hiring new people. In doing this, employees also 

feel that they are being prioritized, which in return can help 

these companies retain their skilled labor force.”

Another challenge that companies will be facing will be 

finding the right people for greenfield projects in Mexico. 

Since these projects entail starting from scratch, it is important 

to have the right technical and managerial teams that are 

capable of handling the challenges of such a project. This 

is why PEMEX’s current staff will likely be the target of new 

companies, particularly those looking to establish greenfield 

operations. “The strategy of incoming companies will be to 

decipher what they need to do in order to attract PEMEX’s 

employees as they begin operations in the country,” Torres 

Cross expects. An added layer of difficulty arises for PEMEX 

when taking into consideration that executive positions in 

the private sector are usually better paid than what PEMEX is 

able to offer. Additionally, long-term incentives such as stock 

options and other benefits that private firms may offer are 

not something that PEMEX generally works with. As PEMEX 

and other local players struggle to keep their employees, they 

may look to Mercer to help them become better employers. 

“We worked with a company that had signed 100 different 

agreements with its employees over the course of five years. 

Combining these 100 individual agreements into one, where 

all employees would have standardized benefits, was an 

absolute challenge for us. Convincing employees that they 

would have to let go of existing benefits was not easy. We 

knew most people were going to lose something, since their 

agreements would not be tailored to their needs anymore,” 

says Torres Cross. In order to achieve their standardization 

goal, Mercer had to work intensively with the company’s 

leadership team, and in the end, only five people out of 

100 refused to migrate into a standardized regime. Mercer’s 

client now has an internal structure that is cleaner, better 

organized, and has all of its 400 employees working under 

the same contracting framework.

Currently, Mercer is working with companies that are 

looking to improve their productivity through an enhanced 

internal structure, along with companies requesting 

salary benchmarks. “Mercer helps its clients decipher 

which are the best ways to share their success in a given 

market with their employees, so that retribution, in the 

form of compensation or benefits, is fair for all parties 

involved,” states Torres Cross. Companies looking to 

remain competitive must understand how their employee 

compensations and benefits compare to what other 

companies are offering. “By using the International 

Position Evaluation (IPE), organizations are able to move 

human resources from one country to another without 

affecting their working conditions. The IPE establishes 

standardized levels of various factors so that employees 

can enjoy comparable benefits as they move to a new 

country or region,” expresses Torres Cross.

RETAINING HUMAN TALENT AND 
PROMOTING PRODUCTIVITY

Sergio Torres Cross, 
Director General of Mercer Mexico
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to nurture future generations and help them understand 

from very early on what Mexico needs from them. Another 

strategy is to bring retirees back to help us shorten the gap 

and accelerate the rate of training for the next generation, 

in both the private and public sectors.  

Q: What are the main strengths of local oil and gas 

professionals? 

A: One of the advantages that Mexicans offer to organizations 

is their inherent culture of teamwork, which is vital in this 

industry, given how often people find themselves working 

together in very different circumstances. Mexican talent is 

also very creative, often finding innovative problem-solving 

solutions where more experienced foreign talent stalls. In 

addition, Mexican corporate culture is very warm when it 

comes to communicating goals to employees. Many of the 

incoming companies are from Europe or the US, where 

the environment is colder and result-focused. In order to 

get results in Mexico, however, one needs to embrace the 

talent and treat the employees respectfully as a community. 

According to a Kelly Services study, the main reason why 

Mexican employees leave a job is because of the leadership 

not communicating with them and not telling them about 

career development opportunities. This was a far bigger 

problem than salaries. In fact, salaries in the Mexican oil and 

gas industry are very competitive now. It is by far the best 

paid industry in the Mexican market, paying between 30 

Q: The lack of sufficient, highly qualified oil and gas 

professionals in Mexico still makes it necessary to import 

talent from abroad. How is Kelly Services working to 

overcome the local deficit?   

A: Today, oil and gas companies request engineers and 

technicians, including geologists, civil engineers, or 

chemical engineers, who can manage different types of 

exploration activities. However, the expertise required 

will soon move toward other areas in which few Mexican 

oil and gas professionals have any experience. While we 

do have very good talent in Mexico, the tools, equipment, 

systems, and international best practices are still lacking. 

In some cases, Mexican oil and gas professionals have 

the right expertise but they are older and will soon retire. 

Unfortunately, there is a gap of about seven years between 

the talent of retiring staff and the next generation. The 

fact that the national energy sector is growing rapidly 

only accentuates the deficit in the supply of human talent. 

According to SENER’s projections, the sector will employ 

500,000 additional people by 2018, and around 2.5 million 

more by 2025. Therefore, this is the right time for Mexico to 

start building up its talent base through a synergy between 

the government, academia, and industry. We have been 

working on different strategies to fill the gap. The first step 

is to bring in the required professionals from abroad to train 

the local talent who may have the skills but not the expertise. 

Foreign expertise will help us build up academic programs 

| VIEW FROM THE TOP

MEXICO NEEDS TO 
BRIDGE YAWNING 
HUMAN TALENT GAP
MARIA GRISELDA HERNÁNDEZ
CEO and Director General of Kelly Services
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and 40% more than the next best sector. Additionally, many 

find it very attractive to come to Mexico because expat 

packages offer plenty of benefits.

Q: Currently, only 20% of local graduates in oil and gas oil 

and gas related fields work in the private sector, and the 

rest work in PEMEX, despite the fact that IOCs pay 40% 

more. How do you think the new industry scenario will 

change this?    

A: It will start moving slowly toward a 50-50 balance. 

PEMEX has the knowledge to explore natural resources up 

to a certain level, from which point the private companies 

will take over. That is going to drive the supply and 

demand of graduates. Certainly, as the private industry 

grows and creates opportunities for professionals, talent 

will start migrating towards those opportunities, taking 

their expertise to the private industry. On the other hand, 

having identified this situation, PEMEX is building its own 

university in order to produce the talent that it requires. 

Nevertheless, PEMEX cannot build up Mexican talent alone; 

other universities also have to offer bachelor degrees to 

serve the Mexican oil and gas industry. Whether people go 

to work for PEMEX or the private sector will also depend 

on the generation. Whereas millennials could be more 

interested in the private industry, both Generation Y and 

the baby boomers would probably be more interested in 

working for the public sector because of the certainty and 

opportunities it brought to them. 

Q: Three booming industries in Mexico, oil and gas, 

automotive, and aerospace, all have a large demand for 

engineers. How is the oil and gas industry positioned to 

attract the number of engineers it needs compared with 

other sectors? 

A: Aside from the fact that the automotive and aerospace 

industries are growing very rapidly, these two industries 

bring much more value to the engineers because of the 

ease of transferring from one to the other. In comparison, 

the oil and gas industry has a very limited scheme of 

opportunities, which is why it now aims to pay much more 

to the same engineers. However, it is unclear if the salary 

packages and benefits to be provided by private companies 

entering the Mexican oil and gas sector will be attractive 

enough for those same engineers. Another important 

factor for these individuals, Mexicans or foreigners alike, 

is where they are going to be deployed. One of the main 

challenges for the oil and gas industry is the risk. Some 

people can get very well paid, but if they have to live in 

the middle of nowhere and face security issues, they might 

refuse the job. Therefore, the industry will have to be very 

creative on how to make sure that talent is safe throughout 

the whole process.  

Q: Which distinguishing factors make IMP the go-to employer for Mexican petroleum 

engineers and geologists?   

A: Developing human resources for the national oil and gas industry has been one 

of IMP’s distinguishing traits since its creation. In the current scenario, we have the 

obligation to continue capturing talent so as to remain Mexico’s main oil and gas R&D 

center and a valuable technological services provider for the national industry. IMP is 

currently undergoing a consolidation process to strengthen the technical support it 

can offer to PEMEX in an open market. The most valuable asset to face this challenge 

is human capital. Efraín Rodríguez, 
Project Manager Deepwater Field 
Development at IMP

Q: What is CNH’s approach to strengthening its human resources base and avoiding 

a brain drain among its most experienced staff?     

A: In order to carry out the bidding process as planned, CNH will need to expand 

its human resources. As of February 2015, CNH had 150 employees, but the plan is 

to double that by the end of 2015. Our legal area will be among the divisions that 

experience the greatest growth. However, the loss of established human capital is 

certainly a risk that we will have to assume. I am most concerned about the loss of 

talent with technical capabilities. CNH has petroleum engineers, geologists, and other 

specialists with outstanding qualifications and experience that might abandon the 

institution in the near future. 

Sergio Pimentel, 
Commissioner at CNH
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risk assessment possible as they venture into these projects. 

Since our consultants have worked on development projects 

for mature fields in various geological environments, we also 

plan to offer related services to E&P companies looking to 

participate in Mexico’s upcoming rounds by providing highly 

technical consulting to increase recovery factors and deploy 

new production methods. Our experience in Ecuador has 

truly been rewarding, as we provided specialized personnel 

for technical tasks involving mature field operations, as well 

as providing specialized candidates for key positions such as 

biostratigraphers or petrophysicists specialized in carbonate 

environments. Our database has over 1,500 key professionals 

which can fit very project-specific requirements. As for our 

integrated services, we cover the entire spectrum of a field’s 

development, including conceptual design, risk analysis, field 

development studies, and hand-to-hand implementation 

guidance. 

Q: How will you add more activities to your portfolio as 

you venture into Mexico? 

A: As is evident, Golfo Energy has constantly expanded 

into different business areas since its inception. Today, the 

company counts on four solid partners and a group of 25 

highly experienced consultants that are ready to take on 

the Mexican oil and gas industry. Our consulting services 

will definitely be our most important business line in Mexico 

throughout 2015, as well as training. Our experts are fully 

certified and have followed the evolution of Mexico’s 

Energy Reform while staying abreast of international 

regulations that could be a good fit for Mexico. 

Q: How has Golfo Energy used its link to ANZ Education 

to boost its training courses?  

A: We have already established agreements with Australian 

research centers and universities to bring their expertise into 

Mexico through our alliance with ANZ Education. Moreover, 

we are developing training programs to be implemented 

in Mexican universities so that students can get hands-on 

experience in the industry. Mexico also has a great wealth of 

experienced engineers that could easily be trained to work in 

the oil and gas industry. Even if they graduated in a different 

specialization, they could quickly grasp the technical 

concepts that are required for all oil and gas processes.

Q: How does Golfo Energy’s track record stand out in the 

oil and gas sector?   

A: Golfo Energy is a Mexican consultancy firm specialized in the 

energy sector, particularly oil and gas. Our main strengths lie 

in the creation of multidisciplinary teams covering integrated 

services and training solutions. The company began as a 

result of the opportunities identified by its sister company, 

ANZ Education, in the Mexican energy sector. The next step 

we took as a company was to incorporate recruiting services 

into our portfolio, such as offering specialized headhunting 

for top management positions and technical experts for the 

oil and gas sector. After this, we added another important 

business line to our firm: oil and gas consulting focused 

on operational challenges. Before founding Golfo Energy, I 

headed up Integrated Energy Consulting, a firm dedicated 

to offering specialized services for E&P activities. This allows 

Golfo Energy to leverage many years of combined expertise 

in consulting, training, and oilfield services. We have also 

established offices in Houston, Mexico City, Villahermosa, 

and Ciudad del Carmen, as well as Ecuador.

Q: Which of your business lines do you foresee growing 

the most in Mexico? 

A: Our activities related to natural gas are blooming, as our 

consultants are familiar with different energy markets and a 

plethora of related technical, regulatory, and administrative 

activities. Our experts are certified by the American Petroleum 

Institute in the norms and regulatory framework of natural 

gas transportation and distribution. We are therefore looking 

to provide related consulting services to our clients, including 

training their personnel in matters such as regulations or the 

design and maintenance of natural gas infrastructure. Moreover, 

we are looking to participate in the design, construction, and 

supervision of natural gas infrastructure that will be required 

for this growing segment. We have already worked in this 

area in Canada and Colombia, and we are ready to seize the 

opportunities that will arise in this segment over the next five 

years in Mexico. At the same time, we will offer consulting 

services to financial institutions that are looking to become 

involved in oil and gas projects. Most projects that will come 

about in the next few years will involve some level of risk, 

from medium to very high, while also requiring technology 

and capital. This is why we need to offer our clients the best 

| VIEW FROM THE TOP

MULTI-FACETED 
CONSULTANTS FOCUS ON 
BECOMING OPERATORS
WUILMER PONTE
Executive Director, Latin America of Golfo Energy
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where we provide projects to companies that do not have 

the personnel to develop them. These are lifecycle projects 

that include exploration, production, completion, and 

drilling. UDSS does not have direct contracts with PEMEX. 

Instead, it works through services companies such as 

Halliburton, Schlumberger, Paradigm, and Baker Hughes, 

which have direct contracts with PEMEX. The NOC requires 

its contractors to have patents and UDSS already has three 

patents in exploration and one in human resources. We are 

currently submitting another for production. 

Q: What advantages does your “temp-to-perm” program 

offer considering cost-conscious managerial trends?

A: During 2003-2004, when production at Cantarell was 

around 2 million b/d, PEMEX as well as other companies 

were experiencing an increasing demand for personnel 

which lasted until 2010-2011. The market might not be as 

dynamic today, but PEMEX and the other players have 

matured and are making more conscious decisions. We 

implemented the temporal-to-permanent scheme as a 

useful way to test employees before they are given a 

permanent position. 

Q: What training programs is UDSS carrying out at the 

moment, and how are these adapted to Mexico? 

A: Our training programs are valuable because we have 

a database of experienced instructors that have already 

taught courses at university level. All our instructors fulfill 

three criteria: they have soft skills, teaching experience, and 

updated technical knowledge. UDSS now has a training 

center in Pembroke Pines, Florida. In view of the current oil 

price, we are transmitting the courses online. Our clients can 

work on their capacity building without having to spend on 

transportation and accommodation. Our center in Florida has 

all the equipment required, from screens to blackboards, to 

carry out real-time lectures in which our staff can participate 

from different cities. We even do simultaneous translation 

from English in some cases. In the case of Mexico, we are 

focusing on on-site courses. There are significant generation 

gaps in PEMEX between those who are retiring, those who 

are taking managerial positions, and those who just entered 

the company. We target those gaps by offering on-site 

training or by providing hands-on learning programs.   

Q: How is UDSS’ Human Resources division preparing for 

the expected surge in demand following the entry of new 

operators and investments? 

A: UDSS, based in Ciudad del Carmen, started with a single 

project in Cantarell back in 2001. The company’s main inclination 

was to provide qualified and specialized technical personnel to 

service companies according to PEMEX’s requirements. When 

the demand for personnel in the oil industry peaked in 2004, 

UDSS became a provider of human talent. Today, partly due 

to the changes brought about by the Energy Reform, UDSS 

transformed from being a small, single-handedly managed 

company to a larger organization which covers human 

resources management and recruitment management, as well 

as having a technical director who oversees specific staffing 

challenges. Our internal human resources organization is 

comprised of Mexicans and foreigners who have worked in 

Mexico and other parts of the world. They are all experienced 

in the recruitment of personnel. 

UDSS is organized in four service areas: human capital, 

human resources and organizational development, talent 

development, and integrated solutions. Our human capital 

line has an area dedicated to providing personnel to 

companies that are starting up operations in a place they 

are not familiar with. We help to arrange visas and can 

even assign country managers that fit the required profile. 

Right now, we are working on the creation of a fifth service 

area in cooperation with a Colombian company, which 

will consist of a data management program oriented to 

the organization, validation, and certification of data in 

PEMEX’s corporative databases. Our idea is to prepare 

for all the coming bidding rounds. PEMEX typically does 

not want to associate with big companies to avoid any 

conflicts of interest, but since we are a small company, we 

look forward to potential future alliances. 

Q: What types of integrated solutions do you offer and 

which are seeing the greatest demand at the moment? 

A: Offering integrated solutions means developing turnkey 

contract projects. When we talk about integrated solutions, 

we are referring to surveys that go from data management 

to consulting services in the refining segment. Integrated 

solutions are holistic surveys designed as turnkey contracts 

| VIEW FROM THE TOP

FRESH TECHNIQUES FOR 
STREAMLINING PERSONNEL 
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Country Manager Mexico of UDSS
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A: Compared to the Middle East, Africa or Russia, Mexican 

weather is one of the main advantages, as well as its proximity 

to the US and the level of westernization. In addition, living 

in Mexico or other Latin American countries is far cheaper 

while it is easy to get to Canada or the US, where many 

professionals come from or have homes. They can save a lot 

of money here. Next, the cultural proximity is also important. 

Finally, even though certain oil and gas projects are being 

delayed or cancelled around the world, Mexico is still forging 

ahead, even if it is seeing a slight slowdown.  

Q: How have conditions for oil and gas workers changed 

now that most companies in the sector are downsizing? 

A: Until now, oil and gas employment used to be a 

contractor’s game where companies had little choice as to 

people’s availability. That is now changing and corporations 

will have the upper hand. There is a far greater pool of 

talent available so “take it or leave it offers” will now be 

tabled. However, companies might also be terminating the 

contracts of people when the market is down and seek to 

rehire them in a few months once the situation improves. 

Sometimes, these people will already have been snapped 

up and companies will turn to outsourcing companies. 

A big issue is that this industry has not learned from 

past mistakes and has not fixed a lack of loyalty among 

its staff. People are not loyal to companies and become 

mercenaries who seek to work for the highest payers. 

Q: Having worked across Latin America, how would you 

assess Mexico’s main challenges in developing its human 

resources?    

A: One of the biggest issues in this country is nationalism, 

especially with how virulent the debate has become about 

opening up the energy sector. Besides the regulatory clarity 

sought by all companies, Mexico must still deal with the 

security issue, especially in the north. Colombia partly solved 

this situation by introducing the Award Tax, where an extra 

dollar was charged per barrel to pay for the army escorting 

trucks and protecting oil and gas facilities. Another major issue 

has to do with the skilled labor force. Although companies are 

laying people off as a consequence of the low oil prices, the 

shortage of skilled manpower will still be there. This is because 

when the oil price was at US$100, people who were supposed 

to retire did not. Now, many of them will do so, leaving a huge 

technical skills gap for geology, petroleum engineering, and 

drilling. The problem is magnified in Mexico due to the fact 

that many engineers were working for PEMEX, which paid 

lower salaries than other major oil companies. These will now 

be lured by IOCs, and the retention of manpower for Mexican 

companies is going to become much tougher. Finally, the 

immigration law needs to change to allow skilled personnel to 

obtain Mexican working visas far quicker. 

Q: What is the attractiveness of the Mexican oil and gas 

market for international skilled professionals? 

| VIEW FROM THE TOP
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A: In many ways, this country is a highly attractive destination 

for upwardly mobile employees. Much like many other 

competitive markets, international companies with offices 

here offer their expatriate employees compensation for 

moving, for rent, for their children’s education, immigration 

issues, and vehicles. However, SMEs also need to hire highly 

qualified foreign personnel and often need BPO’s help to 

develop the guidelines they need to attract said talent. In 

such instances, BPO offers advisory services to help these 

companies to design the right packages and guidelines to 

get the best talent. We will be applying this majorly to our 

oil and gas customers. We can carry out a full analysis and 

study that shows the recruitment benefits of each country 

and the most attractive recruitment scheme for foreign 

workers, depending on where they come from. 

Q: How is BPO addressing the perception that Mexican 

professionals are underqualified as compared to their 

foreign counterparts?  

A: There is a certain belief that a foreign professional 

possesses greater knowledge and skills than a Mexican 

professional. However, our practice has shown that 

differences in knowledge come from universal criteria, such 

as variations in the training that an employer has offered 

or how correctly a talent was placed within a company. 

Therefore, BPO focuses on matching profiles based on a 

candidate’s knowledge, expertise, and skills, without taking 

nationalities into account. Furthermore, companies should 

note that Mexican regulations state that they cannot hire more 

than 10% of foreign personnel. To assist in this, BPO invites 

Mexican professionals in the country’s oil and gas industry 

to keep themselves up-to-date. For assistance, they can turn 

to BPO, as we offer face-to-face and online training courses 

on a range of issues. BPO’s training courses are divided into 

four specific areas: the Energy Reform, industrial safety, 

human resources, and fiscal and legal matters. Industrial 

safety is mostly aimed at training operational personnel. The 

human resources and fiscal and legal areas focus on training 

medium to senior executives in these areas. Finally, as a result 

of the gradual changes following the Energy Reform, BPO is 

focused on providing courses where each participant garners 

the necessary knowledge to successfully comply with the 

new regulations in the Mexican oil and gas market.

Q: What makes training and capacity building essential 

for companies in the oil and gas sector?  

A: Training is absolutely essential for oil and gas companies 

looking to increase their competitiveness. The oil and gas 

industry as a whole is strongly focused on complying with 

international best practices, and companies must follow this 

trend to ensure improvements to their productivity and the 

safety of their operations. This can be done by conducting 

proper and constant training of personnel. Simply put, 

companies that do not train their personnel stop being 

competitive. This is why BPO Human Resources (BPO) 

always recommends that its customers train their personnel 

beyond what the regulations require.   

Q: How are PEMEX’s budget and personnel cuts affecting 

the general landscape of human resources for the oil and 

gas industry? 

A: PEMEX’s decisions have had a direct impact on how 

operations and human talent decisions are made in Mexico. 

Due to the oil and gas industry’s current status, companies 

are seeking to reduce costs and keep their operations as 

steady as possible. However, we have seen that they are 

applying the correct policies to recruit and maintain the 

best human talent when needed. These two factors are 

playing into each other. PEMEX’s personnel cuts have led 

to more experienced Mexican staff being available when 

private companies need that expertise. 

Q: What specific characteristics does BPO place the most 

emphasis on when looking to fill a position?

A: For senior or executive positions, we guarantee our 

customers that they will receive high-level executives 

that can take on their new responsibilities immediately. 

For operational positions, under the trial period scheme, 

we offer qualified personnel who can rapidly grow into 

their responsibilities and provide evident results in a short 

period of time. For operational positions that require 

a fixed training period as part of the contract, we offer 

profiles of people who already have the knowledge and 

aptitude to do the job.

   

Q: How attractive is Mexico as a destination for foreigners 

in terms of salaries or career projection? 

| VIEW FROM THE TOP
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The Mexican oil and gas sector had not really required 

anyone to find specialty positions given that, for the past 

seven decades, PEMEX and its contractors handled most 

of the industry. Now, as a result of the Energy Reform, the 

need for highly-skilled and well-versed individuals is growing 

like a tidal wave and threatening to unsettle the whole 

industry in Mexico. Being aware which leadership skills are 

necessary to handle the toughest industry challenges while 

understanding the difficulties facing new companies in 

Mexico are two critical enigmas that any talent search firm 

must crack. Atabay Consulting (Atabay) aims to do just that. 

Its three partners bring the combined multinational talent 

search expertise of over 35 years in the global oil and gas 

industry. Rafael Daryanani and William Gaber decided to 

team up with another highly-skilled headhunter a few years 

ago to establish a boutique firm dedicated to hand-picking 

the best talent for top managerial positions. After the Energy 

Reform became a reality in late 2013, they decided to focus 

their talent search endeavors in the Mexican oil and gas 

sector. After having worked in Europe and Africa for a global 

oil services company, Daryanani was able to define a strategy 

and integrate it into Atabay’s portfolio in order to grab the 

Mexican market by the horns. “We look at key qualities 

among our selected candidates, ranging from corporate 

leadership capabilities to experienced technical resources 

that have had similar positions in environments as the ones 

required in Mexico,” explains Daryanani, Director at Atabay. 

“As a boutique firm, we are very well trained in searches for 

top operational, finance, and other key executive positions 

in the senior managerial sector. We can place Country and 

Regional Managers, Director Generals, CEOs, or Presidents.” 

In order to carefully select its candidates, Atabay works 

under three premises. “During an interview we are not 

simply looking at CVs. Experience is only the first step in the 

selection process. We focus on motivation because we are 

not looking to convince anyone who is not interested in a 

given position. This is the same if the position does not make 

sense in someone’s chosen career path,” highlights Gaber, 

Partner at Atabay. As an advisor during the recruitment 

process, Atabay looks at what drives individuals because 

it needs to know if it is the right time and place for the 

candidate to take up a specific position. “With this, we are 

able to spot motivating factors that will surely determine the 

development of candidates within a company,” he explains. 

The life of a candidate can be radically changed if motivation 

is not included in the mix. This is a crucial component that 

is needed to lure the right profile to Mexico. “If people 

understand that their career path aligns with the direction 

of a job, individuals will feel motivated to give the best of 

themselves,” adds Daryanani. According to Atabay, the 

requirements of different clients depend on their positioning 

in the Mexican market. “Some players have had activities in 

the past, others have had some exposure to Mexico through 

distributors, and a few are brand new entrants. This is why 

relationships in Mexico are a crucial factor that we look for in 

the general traits of top executives’,” explains Gaber. 

Many qualified oil and gas workers regularly move from 

country to country since their careers are dictated by 

surges in demand stemming from new developments. 

After a project’s development phase is completed, most of 

the technical and managerial staff is able to take on a new 

venture, so as projects move forward in different oil and gas 

provinces around the world, companies will begin seeking 

those same experts. Atabay is aware of this obstacle and is 

doing the best to highlight the benefits of coming to work in 

Mexico. Offering an attractive proposal for experienced talent 

to come and settle into Mexico to continue their careers 

in the oil and gas sector will be a crucial success factor. 

Although it is not an easy task, it can count on three ways 

of capturing talent. First, it uses its personal contacts in the 

industry which it has collected over its 35-year experience 

in the global market. Second, Atabay is part of more than 

a dozen boutique firms that make up an internationally-

recognized group that gathers experts in the top talent 

search business. By gathering contacts from its hubs in the 

US, Russia, the Middle East, and Latin America, it becomes 

much easier to find the most suitable fit for a position in 

Mexico. “We also leverage on our database with over 30,000 

interviews of executives that have been carried out by the 

three Atabay partners over the last 25 years. Combining all of 

these resources enables us to select the best candidate from 

the international market and make Atabay stand out from 

the pack,” affirms Gaber. 

EXECUTIVE TALENT FIRM    
HAND-PICKS ITS CANDIDATES  

“If people understand that their career path aligns with the 

direction of a job, individuals will feel motivated to give the 

best of themselves”

William Gaber, Partner at Atabay
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Q: Beyond salaries, what other incentives will executives 

look for from companies entering the Mexican oil and gas 

market?

A: Executives will look for additional advantages offered 

by specific companies. In terms of growth, a big advantage 

comes from working in a joint venture between a Mexican 

company and a foreign partner. Such a setup allows 

executives to grow quickly, and find themselves reporting 

directly to a country manager. Those types of things are 

valuable to them. In addition, oil and gas companies must 

take steps to ensure staff retention. Companies have to 

be very savvy at identifying candidates who would fit into 

their culture and are in search of careers, not jobs. When 

candidates want to make a difference, money is not the 

most important thing. 

  

Q: What is your strategy to face the need for talent that will 

arise as the number of operators and service companies in 

Mexico increases?

A: There will be a war for talent as a shortage of professionals 

becomes acute. It is said that around 36,000 people will 

be retiring from PEMEX and CFE in the next few years. 

Unfortunately, they leave with such huge financial packages 

that most of them will not want to continue working. 

Additionally, few of them speak fluent English, preventing 

them from getting involved in international projects. 

Executives who combine the engineering background, 

cultural intelligence, flexibility, and adaptability to work in 

multicultural environments will remain in demand.

Q: How is the Mexican industry, both in the public and 

private sector, preparing to face this shortage? 

A: International companies are actively preparing for 

this. They are hiring young Mexicans early and sending 

them to the US or Canada for six months to a year to be 

trained. Additionally, the government is offering 60,000 

scholarships for energy related studies at various levels. 

Moreover, Fulbright scholarships are also focusing on 

engineering graduates and are placing more emphasis 

on STEM programs. Furthermore, more partnerships are 

arising between local and foreign universities to do joint 

research and exchange professors. Both the public and the 

private sector are starting to generate new talent.

Q: What differentiates Delta Top Talent’s service offering 

to the Mexican oil and gas industry from its competitors?  

A: We are different in that we are part of IIC Partners, 

which is made up of HR companies operating in the oil 

and gas industry worldwide. All the members share a 

common database of executives in the energy sector, 

and collaborate through monthly online meetings to help 

each other bring in business. We research the market and 

do a mapping strategy to help our clients find the best 

candidate, and our main competitive advantage is our in-

depth research methodology. Our specialist researcher 

looks for profiles that most closely match a client’s needs, 

the project leader then carries out phone interviews to 

make sure that a candidate’s characteristics match the 

checklist given by our clients, and finally, I carry out an 

interview with each executive to look for cultural fit and 

leadership competencies. Another differentiator is that we 

share information with our clients on a weekly or bi-weekly 

basis. By doing so, we help them refine the parameters of 

the position. Finally, we possess a highly-recognized tool 

called Hogan Leadership Assessment, which helps us 

identify not only the leadership potential of the candidate 

but also their cultural fit. This tool is used more for 

organizational development and team building than as a 

selection tool. 

Q: How important is the oil and gas industry to Delta Top 

Talent’s revenue? 

A: Our involvement in the oil and gas industry has 

increased by over 50% in the last few years and it now 

accounts for around 15-20% of our revenue. This is only set 

to increase. Candidates with relevant experience as well 

as with leadership competencies or technical skills will be 

in demand after the Energy Reform. During the next four 

years, there will be a shortage of 135,000 technical and 

professional people in the industry and 20% of these will 

be in management and leadership roles. However, while 

we estimate one in ten of these positions will be filled by 

foreigners, Delta Top Talent is trying to attract Mexican 

candidates with international work experience back to 

Mexico. Most candidates I have interviewed in such a 

position are excited about the Energy Reform, they want 

to return and help build something in their country.  

| VIEW FROM THE TOP

CULTURAL FIT AS 
IMPORTANT AS 
LEADERSHIP SKILLS 
CYNTHIA KAPLAN 
Partner at Delta Top Talent
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The Mexican natural gas pipeline system has been open to private investment for 20 years, during 

which time private companies have been allowed to construct and operate pipelines, as well as 

distribute and store natural gas. Given the importance of natural gas for industrial activities, and 

the access to affordable natural gas imports from the US following the country’s recent shale 

gas boom, the National Development Plan contemplates the construction of various pipelines to 

import natural gas and ensure energy availability in Mexico. These endeavors will be supported 

by the further opening of the market that results from the Energy Reform. At the same time, 

PEMEX is in the process of transferring its pipeline infrastructure and operator responsibilities 

to CENAGAS, the new technical system operator. In addition, CFE is becoming increasingly 

involved in the supply and distribution of natural gas, further modifying the structure of Mexico’s 

midstream market. This chapter details the transformation of the portfolio of opportunities in 

Mexico’s midstream market.

Logistics are also at the core of this chapter, since the expected investment boom in the Mexican 

upstream market can only take place if equipment, people, and technology can reach the main 

centers of activity on time and within budget. We discuss the preparations that key logistics 

players are making today in order to prepare their business for the anticipated surge in demand 

in the near future. 

11
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PIPELINES AND LOGISTICS 
CREATE NEW OPPORTUNITIES   
PIPELINES SNAKING ACROSS MEXICO

The midstream sector is experiencing heightened activity 

as various natural gas pipelines are constructed to 

connect Mexico to the abundant and affordable natural 

gas supply resulting from the US shale gas boom, and 

ensure that this natural gas can find its way to consumer 

markets along both coasts and in the center of Mexico. 

The Energy Reform resulted in a drastic reorganization of 

the sector, illustrated by the transfer of PEMEX’s pipeline 

infrastructure to Mexico’s new operator of the pipeline 

system, CENAGAS. This new technical operator will inherit 

PEMEX’s rights and obligations in the operation and 

maintenance of the pipeline system, although this transfer 

of duties will require both parties to work together for a 

couple of years. Likewise, the importance of natural gas 

in electricity generation reaffirms CRE’s role as a highly 

relevant regulator in this area. An interesting aspect 

will be the crossover of areas where the two productive 

enterprises of the state operate. For instance, CFE is now 

seeking to commercialize natural gas. The utility company 

and now gas distributor is planning to add 1,647km 

to the national pipeline system by 2018, expanding its 

transportation capacity by 5.78bcf/d. Although these 

projects are primarily intended to supply natural gas for 

CFE’s plants, they will also benefit the industrial sector. 

Five major projects to increase the supply of natural gas 

from the US have been announced: Waha-Samalayuca, 

Waha-Ojinaga, Ojinaga-El Encino, El Encino-La Laguna, 

and Enherenberg-San Luis Rio Colorado. 

CFE is also tendering infrastructure projects to import shale 

gas from Waha, Texas to help meet Mexico’s increasing 

demand. Waha-Samalayuca pipeline is one of these projects; 

this 300km pipeline will have a 1.450bcf/d capacity and is set 

to require an investment of US$550 million. The transported 

natural gas will ultimately supply CFE’s Norte III combined 

cycle plant in Ciudad Juarez. The Waha-Ojinaga pipeline 

will have a length of 230km, transporting 1.350bcf/d and 

triggering an estimated US$400 million in investments. The 

Ojinaga-El Encino pipeline will transport 350mcf/d across 

244km in the state of Chihuahua. Through its subsidiary 

Gasoducto de Aguaprieta, IEnova will be responsible for the 

construction, operation, and maintenance of this pipeline. 

Given that IEnova has already invested more than US$2.4 

billion in gas and power infrastructure, and plans to invest an 

additional US$1.5 billion in the coming years, the company 

will play a central role in pipeline activity in Mexico in the 

future. The El Encino-La Laguna pipeline, the largest of 

the five, will transport natural gas from Texas over 423km 

through the states of Chihuahua, Coahuila, and Durango, 

and will connect with IEnova’s Ojinaga-El Encino pipeline. 

320

This pipeline is meant to cover CFE’s need for natural gas 

for electricity generation in the center of the country. The 

contract was awarded to Fermaca, which will be in charge of 

design, engineering, supply, construction, and maintenance. 

With a 42in diameter, El-Encino-La Laguna will transport 

approximately 1.5bcf/d. According to CFE, this project will 

need an investment of US$650 million and should begin 

operating by March 2017. Finally, US$250 million will be 

needed to build the Ehrenberg-San Luis Rio Colorado 

pipeline, which will transport gas from Arizona to Sonora 

through a modest 130km pipelinewith a 130mcf/d capacity. 

PEMEX’S PIPELINE INVOLVEMENT

Even before CFE tackled natural gas pipelines with such 

fervor, PEMEX embarked on a few projects of its own to 

address energy security issues. The shortage of pipeline 

capacity in the north of the country prevents industrial players 

from taking advantage of the cheap natural gas from the US, 

where prices have dropped to around US$4 per million btu 

in recent years. This has incited Mexican authorities to push 

the development of pipelines in the north of the country to 

supply industrial hubs in the border states and gradually 

expand the system to reach the central region. The most 

meaningful project of this kind is the Los Ramones pipeline, 

one of the most ambitious natural gas projects Mexico 

has ever embarked on. Commissioned during President 

Felipe Calderón’s administration, Los Ramones is intended 

to satisfy 20% of the national demand for natural gas. 

Construction began in December 2013, and the first phase 

was inaugurated a year later. Gasoductos de Chihuahua, a 

joint venture between PEMEX’s TAG Pipelines and IEnova, 

Sempra Energy’s Mexican branch, will be in charge of the 

operation of the pipeline for 25 years. The pipeline has a 

capacity of 1bcf/d, although expansion plans are already 

being tabled. Running for 114km, Los Ramones I goes from 

Agua Dulce, Texas, and crosses the state of Tamaulipas all 

the way to the Los Ramones municipality in Nuevo Leon. This 

stage required an investment of US$688 million. 

The second phase of the project, Los Ramones II, will begin 

at Caramago, Tamaulipas, traverse Nuevo Leon, San Luis 

Potosi, Queretaro, and Guanajuato, totaling 740km and a 

capacity of 1.43bcf/d aimed at covering the needs of the 

industrial sector. The project poses great technical and 

financial challenges, as it will cover 742km and requires 

an investment of US$1.847 billion. Its hefty price tag and 

technical and operational complications discouraged 

certain companies from participating in the bidding 

process. Only the consortium formed by Enagás and 

GDF Suez submitted a proposal, which PEMEX rejected 

because it did not comply with the technical and financial 
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requirements. The project was again divided into two more 

sections: Ramones Norte and Ramones Sur. 

Ramones Norte entails an investment of US$1.052 billion 

and will run across 441km, including two compression 

stations between Nuevo Leon and San Luis Potosi. The 

construction of the project was awarded in March 2014 

to AOT, a consortium comformed of Brazil’s Odebrecht, 

Mexican firm Arendal, and Argentina’s Techint. The 

construction contract for Ramones Sur was awarded to ICA 

Fluor, a joint venture of Fluor Corporation and Empresas 

ICA, in April 2014. The section will cover 287km and will 

include a compression station between San Luis Potosi 

and Guanajuato. The needed investment is estimated at 

US$795 million. 

In March 2015, BlackRock and First Reserve paid US$900 

million for a 45% stake in Los Ramones II, helping PEMEX 

ease the effects of a planned US$4 billion in budget cuts. 

BlackRock is the world’s largest investment manager, with 

assets over US$4.77 trillion under management, while First 

Reserve is the largest global private equity firm exclusively 

focused on energy and raised more than US$23 billion of 

aggregate capital since inception. This is BlackRock’s first 

infrastructure project in Mexico and is part of the firm’s 

plan to expand its equity business by establishing a local 

infrastructure investment platform in the country. This 

transaction, in which private firms acquired meaningful stakes 

in such a project, also highlights the already visible effects of 

the Energy Reform. With the acquisition of Los Ramones II 

by BlackRock and First Reserve, the active participation of 

the private sector in the development of pipelines, PEMEX 

can now devote more resources to the activity where it can 

generate most value: the production of hydrocarbons. 

LOGISTICS BOOM BENEFITS PORTS AND SHIPPING

The companies entering Mexico in Round One will boost 

the country’s upstream segment, creating plenty of 

opportunities for logistics along the way. For instance, 

the bidding rounds involving shallow water exploration 

and production blocks will increase the demand for 

offshore services, such as vessels for the transportation of 

personnel and oversized materials to platforms and rigs. 

Deepwater operations will demand similar services with 

a higher degree of specialization. The shipping market is 

expected to grow fast enough to trigger the development 

of local suppliers and the entry of foreign ones, leaving 

enough room for everyone to participate. 

Ports that have secured a position as hubs for the Mexican 

oil and gas industry in traditional shallow water fields, 

such as Ciudad del Carmen, Dos Bocas, and Seibaplaya, 

will become more dynamic as new operators, suppliers 

and service providers will open facilities in these locations 

following Round One. However, other ports such as 

Tuxpan, Tampico, Altamira, and Matamoros are destined 

to see an increase in activity due to their proximity to 

Mexico’s deepwater assets in the Perdido region, while 

Veracruz and Coatzacoalcos are well positioned to serve 

the development and operational needs of deepwater 

areas such as Lakach. Alongside the ports, the shipping 

industry in the country is set to experience a boom in 

activity. Although rocked by the Oceanografía scandal last 

year and with low oil prices slowing down industry activity, 

expectations are high that the Energy Reform will trigger 

projects in shallow water and deepwater alike. To operate, 

to transport their staff, and to remain supplied, these 

platforms will require growing fleets to be based across 

Mexico’s port network on the Gulf of Mexico.
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Q: Which entities will have the most influence on the 

operations of CENAGAS, and how will you engage with 

other players in the industry? 

A: Every CENAGAS activity will be monitored by CRE 

and we expect a proactive, disciplined, and positive 

relationship between us both . We want to start by gaining 

control of accounting and finances before moving on to 

strengthening the relationship with CRE in other ways. 

As for CENAGAS’ relationship with other parties, we plan 

on joining AMGN as soon as possible, as this will enable 

us to directly interact with the members of this industry 

association. 

Q: What will be the main drivers in this new business 

environment? 

A: The new environment will be focused on cost and 

controlled by innovation. There have been certain 

breakthroughs in some parts of the industry, leading us 

to seek to enhance pipeline integrity. CENAGAS will be 

carrying out an overall inspection of the network and real 

estate we are receiving. Additionally, we will be reviewing 

the decision-making processes regarding the maintenance 

of the whole system. We believe that PEMEX has done a 

great job, particularly in natural gas security, but we want to 

take this a step further. We are setting higher benchmarks 

and we will continue to ensure that the company remains 

economically viable for the Mexican public sector. As 

a result, our focus will be on our inspection process. 

CENAGAS is defining the integrity standards and third 

parties will be in charge of inspecting our pipelines. 

Q: What are CENAGAS’ strategic priorities, aside from the 

14 pipeline projects currently being developed? 

A: The most strategic pipelines will be defined by SENER. 

While we will certainly be participating in the planning 

process, we will then be looking at these pipelines and 

analyzing them from a technical point of view. CENAGAS 

will operate as an entity that has information on the entire 

system, that has a view of how the system should work, 

and that knows where the bottlenecks and opportunities 

are. SENER will be the policy-maker in charge of defining 

the entire strategy while we retain technical responsibility 

for the natural gas network.

Q: How would you define the precise role CENAGAS will 

play in the midstream sector?    

A: CENAGAS will take over around 9,000km of pipelines 

from PEMEX, along with its rights and obligations. We will 

continue to run these operations through PEMEX for up 

to two years in order to make the transition as smooth as 

possible. For this purpose, we have signed a very broad 

operation and management contract. We are carrying out 

this process with favorable termination clauses for both 

parties, so that CENAGAS can decide when to separate 

from PEMEX and do things by itself. In its role as a technical 

system operator, CENAGAS will be working on the operation 

and maintenance of the pipeline system while improving its 

technical capabilities. This particular model has not been 

seen in Mexico before, which means that everything has 

to be created from scratch. We are also in charge of laying 

out medium-term plans for the expansion of the pipeline 

and storage system, and running the bidding processes for 

major pipeline projects. The expansion of the pipeline system 

is one of the opportunities that will open up due to the 

Energy Reform, with the idea of CENAGAS having control to 

carefully plan the system and make it as secure as possible. 

We want to ensure gas security for the entire country and 

have enough transportation capacity to reach every point 

in the system at all times. We will be guiding those bidding 

processes and we will learn from CNH’s experience, while 

bringing the best international practices into Mexico.

As the technical system operator, CENAGAS will act 

centrally, finding the best way to interact with the 

entire industry. We will decide if we want to maintain all 

operations centralized, managing all the pipelines from the 

same facility, or if we want to task other operators with 

carrying out our decisions. We have to find the best option 

for the industry, which starts with designing the proper 

contingency plans and evolves to the best, most efficient 

system of operation. CENAGAS will also work with other 

transportation companies to ensure the network remains as 

safe and efficient as possible. In addition, CENAGAS will put 

up for bidding the most strategic and socially meaningful 

projects considered by SENER, which will happen in 2016. 

This is a huge responsibility since big projects can represent 

an investment between US$500 million and US$2 billion. 
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practices. For instance, our technical experts developed 

more detailed basic engineering under new specifications 

for different clients. During the construction phase, we also 

improved our security protocols in order to avoid security 

issues. Furthermore, the procurement process has been 

quite challenging in terms of dealing with local market 

requirements. We had to search for new domestic suppliers 

and adapt the way we used to work with our traditional 

suppliers in Spain. Achieving these goals gave Enagás more 

flexibility to operate in any international environment. Today, 

the Morelos-Tlaxcala pipeline is nearing commissioning and 

construction will soon end on the compressor station. The 

pipeline involved a very specific project in terms of its social 

impact and the complexity of achieving rights of way. At the 

end of the day, we were able to overcome such obstacles, 

in no small part thanks to the support and commitment of 

CFE and our partner, Elecnor. Enagás learned many lessons 

that will certainly be applied sure in future projects.  

Q: What were the main lessons you learned from your 

involvement in the Soto La Marina compressor station in 

Tamaulipas?

A: For Soto La Marina, we entered into a partnership with 

Fermaca Global, which provided local insight as a company 

with direct experience in the Mexican natural gas market. 

Overall, the region of Tamaulipas is challenging to operate 

in as it requires high standard security protocols to be 

followed while trying to keep on schedule. Furthermore, as 

the station is part of a pipeline owned by PEMEX, we worked 

closely with the company to establish operational protocols 

and kept its people permanently informed as to the progress 

made on the project. We also worked very closely with the 

likes of CRE, CFE, and SEMARNAT in order to fulfill the 

regulatory and technical requirements. Conversely, Enagás’ 

main mission in Spain has been to ensure the efficient 

operation, the open access for suppliers, and the security of 

the country’s gas system. This covers 11,000km of pipelines, 

18 compressor stations, three underground storages, and 

four regasification plants. Over the 40 years that we have 

been in this position, the Spanish gas system has become a 

benchmark of knowledge and innovation in the sector. This 

is what we brought to the consortium in Tamaulipas and to 

the Mexican market generally. 

Q: How has the development of Mexico’s natural gas usage 

resulted in imbalances between local supply and demand?  

A: Mexico represents an important market for Enagás and 

the company sees real opportunities to become involved in 

relevant projects for midstream natural gas infrastructure. 

The potential for natural gas market development in 

Mexico is huge, due to the availability of enormous 

volumes of natural gas in the US and Mexico. Natural gas 

is very competitive today compared to alternative fuels, 

and the Energy Reform will prove crucial to facilitate the 

investment in energy infrastructure that this country needs.

Q: Why did Enagás decide to enter into a JV with Vopak 

to acquire the LNG import and regasification terminal at 

Altamira? 

A: Enagás is a leader in regasification and has the best 

technology available to operate and optimize the efficiency 

of such infrastructure. Accordingly, the investment 

opportunity in the Altamira regasification plant was 

consistent with the development and internationalization 

process of Enagás and also came at a perfect time. Since 

the Altamira terminal was acquired in September 2011, it has 

over 3.2 million hours without LTI. During that time, we have 

obtained the ISO 9001:2008 and 14001:2004 certifications 

while being broadly recognized for running a clean and 

socially responsible operation. Building on that success, 

we anticipate that Altamira may soon become a strategic 

storage facility, especially once Mexico builds the pipeline 

network envisaged in the National Development Plan. 

We are also analyzing, jointly with Vopak, the expansion 

of the terminal in order to provide a new service based 

on LNG truck activity. This expansion project will enable 

the development of local natural gas markets by directly 

supplying LNG to urban customers where a transmission 

system is not available. 

Q: What have been Enagás’ main achievements in the 

construction of natural gas pipelines and compression 

stations in Mexico?  

A: The construction of the Morelos-Tlaxcala gas pipeline 

and the Soto la Marina compressor station marked our first 

greenfield experience in developing natural gas infrastructure 

in Mexico. This involved us adapting to different market 
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Since 1995, a series of reforms have shaped the Mexican 

natural gas sector, allowing for private investment to 

progressively come into play. One of the results of this 

was the right for private companies to construct and 

operate pipelines, which has unlocked additional natural 

gas capacity for Mexico. Although such reforms allowed 

investment in the transportation, storage, distribution, and 

commercialization of natural gas, they did not open up 

exploration and production, which were activities reserved 

for PEMEX. Due to the lower profitability margins in the 

production of natural gas compared to oil, PEMEX did not 

invest as was needed to meet domestic demand for this 

commodity, leading Mexico to import almost 30% of its 

total natural gas consumption. It was only until the passing 

of the Energy Reform that Mexico finally opened its doors 

to private investment in the exploration and production of 

natural gas. As a result, Ricardo Ortiz, CEO of Compañía 

Mexicana de Gas, believes that new infrastructure projects 

and private investment in natural gas exploration and 

production will lead to a considerable increase in the 

supply of natural gas. On the one hand, the construction 

of the Los Ramones pipeline, which will extend from Agua 

Dulce, Texas, to Apaseo el Alto, Guanajuato, will increase 

natural gas imports from the US. On the other hand, Ortiz 

expects PEMEX and the private sector to increase natural 

gas production in Mexico.

This naturally opens up new prospects for Mexican 

companies already working in the distribution of natural 

gas, as is the case for Monterrey-based Compañía 

Mexicana de Gas, a natural gas distribution company 

owned by Grupo Diavaz. “As of today, we are growing at 

a rate of 13-15,000 new clients per year in the residential 

market,” shares Ortiz. “At the same time, we are also 

paying close attention to the new industries that are being 

set up in Monterrey’s metropolitan area. By 2018, we aim 

to reach 170,000 clients.” For Compañía Mexicana de Gas, 

the primordial objective is to maintain its current growth. 

“We will be increasing our infrastructure capabilities in 

order to guarantee our natural gas distribution reliability 

and cater to the city’s future growth. To effectively spot 

the opportunities and tap into new markets, the company 

aims to be in direct communication with industry leaders 

and municipalities. On a larger scale, it will work with 

the authorities to promote Monterrey, and Nuevo Leon 

in general, as an attractive investment destination for 

energy intensive industries,” says Ortiz. Even though 

Compañía Mexicana de Gas is already very active in 

natural gas distribution in Monterrey, the company is 

interested in supplying natural gas to energy consumers 

looking to set up operations within its distribution zone. 

Expanding into other distribution areas either via pipeline 

construction or natural gas transportation is also among 

NATURAL GAS MARKET READY 
FOR EXPANSION

CNG AS AN ALTERNATIVE TO PIPELINES 
In the newly opened Mexican market, expectations are high 

for Grupo Diavaz as a major national oil and gas company. 

In addition to having enough experience to become an 

independent operator, Grupo Diavaz also owns Compañía 

Mexicana de Gas, a natural gas distribution leader 

headquartered in Nuevo Leon. “This company pioneered 

natural gas distribution in Monterrey back in 1930,” recounts 

Luis Vázquez Sentíes, President of Grupo Diavaz. “Because 

of this endeavor, this important hub underwent a rapid 

industrialization process and became a leading player in 

Mexico’s development.” Compañía Mexicana de Gas began 

on the right foot with Cervecería Cuauhtemoc becoming 

its first customer. The gas company then quickly stepped 

up to serve other important clients in the Monterrey area. 

Recent natural gas transportation infrastructure 

developments proposed by the Mexican government are 

essential for the country in order to spark the creation 

of new industries. This encouraged Compañía Mexicana 

de Gas to participate in the gasification of the country, 

with the company now looking for ways to get involved 

in pipeline developments. Another important business 

line is related to compressed natural gas (CNG), where 

the company focuses on delivering natural gas by truck 

to places that lack pipeline infrastructure. Vázquez Sentíes 

expects this service to boom in the near future. The virtual 

pipelines enable companies to test the demand in a given 

region in order to evaluate if it would be a profitable 

venture to build a pipeline instead of trucking natural gas. 

“With this in mind, we see a great window of opportunity 

in Mexico because we could combine our capabilities to 

transport CNG in order to lay the foundation for Compañía 

Mexicana de Gas to begin participating in pipeline 

developments,” shares Vázquez Sentíes. He stressed that 

even though both the pipeline development and virtual 

pipelines business lines are very important for his firm, he 

would like to keep their operations separate. “In the future, 

we might well take on a more integrated approach, but at 

the moment we would like each business line to focus on 

what it does best.” 
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its targets over the coming years. By doing this, Ortiz 

is confident that his company will be able to reach new 

clients, especially in cities that do not have natural gas 

or have a natural gas network that is partially developed. 

Compressed natural gas (CNG) presents another 

interesting opportunity for natural gas distribution 

companies. “We are looking to take on CNG opportunities 

through our sister company, Neomexicana, in areas where 

natural gas is still unavailable. We know that there are 

significant possibilities to venture into this market and 

we feel that this business line could complement the 

overall portfolio of Compañía Mexicana de Gas,” shares 

Ortiz. “We consider that CNG for vehicle use will be 

developed extensively in Mexico over the coming years 

and we want to tap into these opportunities accordingly. 

Neomexicana’s valuable experience as the first company 

in Mexico to obtain the GNC transport permission to 

deliver natural gas to final customers will stand it in good 

stead for this expansion.” Moreover, the company has the 

ambition to become a power generator in cogeneration 

and combined cycle projects. “It is possible that in a few 

years, we may have a power station and a business park 

that gets its electricity from us. Power generation could 

be another business opportunity for us,” says Ortiz.

The objectives of Compañía Mexicana de Gas are in 

line with the state of Nuevo Leon’s plans for becoming 

an energy hub. “The state of Nuevo Leon has created a 

division specialized in energy in order to meet its objective 

of becoming an energy hub. We will be collaborating 

directly with this division to make it happen,” Ortiz 

explains. “Moreover, we are advising the Secretariat of 

Economic Development, as it receives requests from 

companies wanting to set up operations here and work 

towards successfully making use of natural gas in the 

region. We are aware that Compañía Mexicana de Gas is 

not the only company eyeing the opening of the natural 

gas sector, and we expect competition to increase in 

the future as distribution areas cease to have exclusive 

ownership. Compañía Mexicana de Gas is prepared for 

the new competitive environment, as we have always 

treated our residential and industrial clients with 

strict professionalism in order to guarantee them total 

satisfaction,” Ortiz confirms.

“We are aware that Compañía Mexicana de Gas is not the only 

company eyeing the opening of the natural gas sector, and we 

expect competition to increase in the future as distribution 

areas cease to have exclusive ownership”

Ricardo Ortiz, CEO of Compañía Mexicana de Gas
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such as Los Ramones I and Los Ramones II, need to be built. 

That will certainly detonate industrialization processes.” 

For GENSA, this is a great opportunity to build and sell gas 

stations. Another important project is the Sásabe-Guaymas 

pipeline, which will deliver natural gas to the Pacific coast, 

with Sonora and Sinaloa being of particular interest to 

Mendoza. “After many years of neglect, this region’s industry 

will be supplied with the natural gas it needs.” 

One of the problems Mendoza encounters in the pipeline 

industry is rights of way. “Many issues surrounding the 

passage of natural gas pipelines involve community leaders 

and bureaucracy,” he expresses. “Some people might argue 

that they did not receive the payments they were expecting 

and continue to see themselves as the legal owners of the 

land, even when in most cases they cannot prove their claims.” 

GENSA is well-acquainted with this situation and Mendoza 

stresses that the only way to solve it is through legal means. 

“Once CRE issues a permit, pipeline construction projects 

cannot be canceled or rejected. There may be modifications 

in the project but a gas pipeline becomes a public utility 

once it gets its permit,” he explains. Nevertheless, to 

avoid any delays or complications, GENSA is developing 

mechanisms to prevent complications with communities, 

municipal authorities, and even concessionaries, such as 

railroad operators, as these sometimes clash when using 

the same federal land. Moreover, there are problems related 

to criminal organizations that have become powerful in 

specific towns and municipalities. “This is a very difficult 

problem to solve and we are not the only ones suffering 

from it. These criminals have hurt our employees and stolen 

equipment and trucks from us,” shares Mendoza. GENSA 

is joining an association that deals with issues pertaining 

to rights of way in hopes of obtaining support from the 

government on these matters.

GENSA’s medium-term objective is to hold on to its market 

share in Mexico so that it can then tackle the South American 

market. The US, explains Mendoza, is difficult to enter due 

to bureaucratic procedures, which is the reason why the 

company is opting to go south instead. As part of this 

expansion, GENSA is focusing on the future opportunities 

that will result from the natural gas pipeline to be built from 

Oaxaca to Guatemala. “We have contacted the Guatemalan 

embassy in Mexico to arrange a meeting with the 

Guatemalan Ministry of Energy and to start getting involved 

before construction begins,” says Mendoza. Beyond this, 

the company has also received some requests from Brazil 

and Colombia in spite of the distance. Nevertheless, despite 

numerous potential plans to work across Latin America, 

Mexico will remain GENSA’s headquarters. 

PIPELINE DEVELOPMENT 
CLASHES WITH RIGHTS OF WAY

Having begun as a 

Schlumberger distributor, 

GENSA has been in the 

oil and gas market for 

more than 35 years. In 

2005, GENSA bought out 

Schlumberger’s shares 

and underwent a thorough 

restructuring process, 

which also modified its 

commercial strategy. 

“Thanks to a transformed business model, a new commercial 

strategy, and a fresh vision that puts customer service and 

client needs as main priorities, the company was able to 

grow 800% from 2005 to 2014,” shares Oscar Mendoza, 

Director Gas Mexico of GENSA. This growth was facilitated 

when CRE certified GENSA as a system operator, meaning it 

could work on the national network of gas pipelines. “Today, 

we are responsible for building 80% of the control systems 

used to measure and regulate natural gas in Mexico, which 

has enabled us to build a manufacturing plant in Mexico City,” 

says Mendoza. “In addition, GENSA has gas stations in stock 

in its facilities in Coatzacoalcos and Monterrey. The next 

move is to build a facility on the Pacific coast, with Sinaloa 

and Sonora being considered.” These storage facilities play 

a key element in GENSA’s strategy, as having equipment in 

stock is one of the company’s greatest advantages. “Since 

the equipment we supply is manufactured in Europe, it 

usually takes a very long time, between ten and 18 weeks, 

for parts to arrive in Mexico,” explains Mendoza. He adds 

that this has led GENSA to invest heavily in having available 

parts in Mexico in order to give the market the fast delivery 

times it needs. In addition to designing, building, and 

commercializing gas control stations, the company has an 

area dedicated to operations and maintenance. GENSA has 

made notable investments in the latter in order to quickly 

address problems without operations needing to be stopped 

while equipment is being inspected. Examining the systems 

provides information on whether the damage was caused by 

reckless operation or by faulty equipment. Mendoza explains 

that GENSA can respond in less than 24 hours, whereas the 

competition takes longer to send technicians to the location 

of the problem.  

Mendoza shares that GENSA will be delivering approximately 

75 measuring and control stations around Mexico by March 

2016. Mendoza believes that projects like the Los Ramones 

pipeline strengthen the industry, as Mexico’s low gas 

production is compensated for with imported gas. “In order 

to deliver that gas to industrialized zones like Monterrey, San 

Luis Potosí, or Aguascalientes, high capacity gas pipelines, 

Oscar Mendoza, Director Gas 
Mexico of GENSA
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A: Mexican companies will dominate for the next couple of 

years. We will start to see storage facilities in the Bajio and 

other parts of Mexico, which will be developed to a great 

extent by local providers. When the time comes to start 

building new pipelines, huge investments will be required. 

Some Mexican companies will participate as developers or 

on the construction side, while it will still be challenging 

for big foreign companies to participate in the Mexican 

infrastructure sector. That is why all of these companies 

are approaching PEMEX and proposing joint ventures for 

terminals and pipelines to consumption sites. Much of the 

infrastructure that will be built is a direct result of how 

the market will work in the future, especially for refined 

products and the gasoline sector. 

Q: What needs to be done next to overcome the challenges 

you have mentioned so far?  

A: The Energy Reform has brought about a model that has 

satisfied the market, and banks and investors are willing to 

finance the projects that will be set forward as a result of the 

Reform to address Mexico’s infrastructure deficits in areas 

such as refining, pipelines, and storage facilities. Mexico 

still moves many of its liquid products by truck, which is 

insane given how much cheaper and more secure it is to do 

so through pipelines. The model is now in place to fix this 

and, by following international standards, should be able to 

attract international companies to the national market to 

help address these issues. At the same time, CRE, ASEA, and 

other authorities need to ensure no bottlenecks happen in 

the processing of all required permits. 

The section of the Hydrocarbons Law that relates to land 

access is very focused on E&P, nonetheless it also relates to 

infrastructure. In my opinion, Congress and the Executive 

branch attempted to “socialize” the land acquisition process 

in excess. This is certainly a challenge. The new obligations 

under the law will complicate the acquisitions of right of way 

and will also increase costs, because of the new obligations 

mandated by law. Oil and infrastructure companies will have 

to learn from the mining sector on how to deal with rights of 

way in the Mexican fashion. All of these companies will need 

specialists who are knowledgeable in the Mexican operating 

environment, not only in international standards.

Q: What will be the impact of the Energy Reform on 

Mexico’s natural gas infrastructure?   

A: The first results will become evident in the form of new 

infrastructure. During the previous two administrations, 

there were serious debates about energy policy, which 

became a severe obstacle to infrastructure development 

because the government was incapable of deciding which 

model to implement. During the last year of the Calderón 

administration, CFE launched a series of tenders for 

infrastructure projects that should have been offered at 

the start of his government. In the end, the country lost 

the momentum of low gas prices. Following the opening 

of the oil and gas market, and the propane market, the 

commercial model will change completely. The advantage 

for distributors will come from logistics. PEMEX’s gasoline 

will be regulated by a firsthand sale methodology as in gas 

and propane. If gasoline from the US is imported, it will 

have to be very competitive in relation to PEMEX’s prices. 

There will not be high margins which means that cost 

effective logistics will be a key driver of competitiveness. 

Companies will be very concerned with having secure 

storing facilities and transporting the resource to the 

distribution zone in the cheapest way possible. 

Q: How do you see the interplay between the private 

companies and PEMEX if the interconnecting pipeline 

system is targeted for theft?

A: This is a critical issue, although one that will be solved. 

Currently, not all pipelines have measurement systems. 

There is usually precise knowledge about how much 

oil left a specific location but no information about how 

much arrived at a particular destination. This will have to 

change for oil, as it did for gas. The issue is significant, 

but it will provide a great opportunity for many companies. 

There has been broad discussion about the increase in 

production that will be triggered by Round One. Yet, it 

is also necessary to consider what will happen to those 

resources once they leave the ground. That is why we 

will see a lot of opportunities in infrastructure as well as 

serious bottlenecks being created. 

Q: Who is best positioned to take advantage of these 

opportunities: Mexican or foreign companies? 
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hired last year by Industrial Perforadora de Campeche to 

manage the EPC of a project in the Reynosa area. We built 

10-20km of pipeline in the middle of nowhere where we 

attracted unwanted attention and had to secure our people 

by following a strict security protocol. While we have never 

let these challenges obstruct a project’s development, we 

have had to refuse some projects in Tamaulipas due to 

insecurity.

Q: What benefits would foreign companies entering the 

Mexican market obtain from associating themselves with 

Grupo DIDSA? 

A: Grupo DIDSA is a medium-sized local company that 

functions as an EPC turnkey contractor for pipeline 

projects. In Mexico, there are, at most, ten pipeline 

construction companies, of which five or six are big. 

This means that we are among the few companies in 

Mexico that can handle the construction, operation, and 

maintenance of pipeline projects, while also obtaining the 

permits required by CRE to carry out such developments. 

This fact, coupled with our local expertise, makes it 

evident that foreign companies coming into Mexico 

will see Grupo DIDSA as a reliable partner that is fully 

aware of Mexican compliance requirements for these 

types of projects. Furthermore, this country is going to 

gasify itself. Given that we have been building natural gas 

pipelines for many years, we aim to be there at the right 

time, in the right projects, and with the right partners. 

This is why we sought out GPA Energy, a Mexican 

company that is very important in its field of work, for 

the Tula project. We are also looking to involve ourselves 

in a new, small project called Villa de Reyes. We want to 

develop win-win relationships with new players in order 

to complement our local expertise with their extended 

capabilities. We are a reliable mid-sized company that is 

thinking big, but we will have to be clever and ambitious 

in order to scale up. At the moment, one of the biggest 

Chinese companies that is looking to enter the Mexican 

energy market is interested in working with a company 

like us. After all, no company will venture into Mexico 

without a trustworthy partner. Through this strategy we 

intend on riding the first wave of projects resulting from 

the Energy Reform.

Q: What have been the milestones in Grupo DIDSA’s long 

history?    

A: We took on a number of large pipeline projects in the 

1970s and 1980s, involving pipes ranging from 24-48in in 

size. After this period, projects with smaller pipelines of 

2-16in became popular, which resulted in our specialization 

in these reduced sizes. We have been one of the main 

pipeline suppliers for Gas Natural Fenosa in Mexico for the 

past 15 years. As a result, we developed 95% of the natural 

gas infrastructure in Saltillo, while also participating in 

projects in Monterrey, the Bajio region, San Luis Potosi, 

and Aguascalientes. Grupo DIDSA has also developed 

about 70-80% of the pipelines in the Coahuila area of the 

Burgos basin and has acquired plenty of experience with 

key players in the midstream segment such as MPG, GPA 

Energy, and others. Recently, we finished a project for 

Grupo Diavaz in Ebano and partnered with GPA Energy to 

participate in CFE’s Tula projects. We have also developed 

projects for GDF Suez in states including State of Mexico, 

Queretaro, Puebla, and Tlaxcala. 

Q: How has Grupo DIDSA been diversifying its scope of 

services now that the market conditions are changing?

A: We are no longer only focusing on our core expertise 

of building pipelines, as we are now also venturing into 

compressed natural gas (CNG), among other new business 

lines. Naturally, we are still looking for opportunities to 

utilize our pipeline construction capabilities, but along 

with that we are focusing on other projects related to 

natural gas. This ties in directly to the evolution of the 

energy industry in Mexico and the participation of private 

players in the country’s energy projects. By staying in the 

same sector yet diversifying our participation, we will be 

able to tap into more strategic opportunities. The current 

project that CFE is undertaking involves 42-inch pipes, and 

although we are not as experienced in this area, we are 

trying to take on these projects with foreign companies 

that have the right experience.

Q: What are the main challenges for pipeline construction 

projects in Mexico at the moment? 

A: Access to a skilled workforce and security are issues 

that we have long had to deal with. For example, we were 
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early stage of the project, any problem that might occur 

though its early alert progress system.”

Being an international player, OHL Group is able 

to implement international best practices in the 

development of Los Ramones. Álvarez del Pozo mentions 

that OHL Construcción has been involved in a third of all 

the gas pipeline projects in Spain, providing the group 

with a great deal of experience as developers. Apart from 

including people with expertise in pipeline projects, OHL 

Group brought two engineering Spanish companies, 

ICC and Gas Natural Fenosa, to bring the necessary 

operative, management, and engineering experience 

for the project. Another important area in which the 

company has contributed is pipe availability. “We have 

a lot of experience in international purchasing, and we 

know how much product we can obtain from different 

steel makers all over the world,” says Álvarez del Pozo. 

OHL Group receives the purchasing information from its 

clients and offers them solutions depending on the best 

way to obtain their products. OHL Group is present in 30 

countries, meaning that the group can obtain the best 

information from its international network of suppliers. 

In spite of PEMEX’s budget cut, Álvarez del Pozo is 

confident that OHL Group’s projects are not going to 

suffer any changes. “PEMEX is going to restructure but 

it has already approved budget provisions to continue 

with our operations,” he clarifies. 

Finding and retaining the right talent is a challenge 

for any company. In March 2015, OHL Group presented 

its 2015-2020 Strategic Plan with the commitment of 

doubling its turnover to €8 billion and increasing its 

EBITDA to €2 billion. In this strategic plan, Mexico 

occupies a significant position. OHL Group estimates 

that, by 2020, its eight home markets will concentrate 

85% of its total revenues. This strategy will therefore 

reinforce OHL Group’s presence in these markets, 

namely by increasing efforts in Canada, the US, 

Mexico, Colombia, Peru, and Chile, while maintaining 

its commitment to traditional markets like Spain 

and Eastern Europe. Álvarez del Pozo stresses the 

importance of the company’s human capital in achieving 

this ambitious objective, which is why the 2015-2020 

Strategic Plan reinforces OHL Group’s commitment to 

helping its people grow. OHL Group is focused on the 

promotion of programs to identify and manage talent 

and has a commitment to excellence in mobility plans 

and international development, technical excellence, 

and continuous training and promotion of ethical and 

cultural values and principles.

WORLDWIDE EPC PLAYER SEES 
MEXICO AS KEY MARKET
OHL Group is one of the largest international concession 

and construction groups, with a history spanning over 

more than 100 years. It is currently a strategic promoter 

of public-private projects and the sixth largest contractor 

in Latin America. In Mexico, OHL Group has a presence 

through four of its divisions: Concessions, Construction, 

Industrial, and Development. The Services division is 

just arriving to the country and is destined to become a 

player in the coming years. 

The firm’s first project in Mexico was related to 

cogeneration for a private company called Cydsa. At 

the same time, OHL Group developed a cogeneration 

project for PEMEX in the Madero refinery. The 

company already finished the construction of Cydsa 

I and is now building Cydsa II, which will be a 60MW 

plant in Coatzacoalcos. With PEMEX, OHL Group has 

developed three other projects: a hydrogen plant, a 

pumping station, and a sulfur press. Those projects 

were OHL Group’s first link to the oil and gas industry, 

but since then the group has been involved in project 

management for the Los Ramones pipeline. There has 

been a decrease in PEMEX’s projects, given the budget 

availability for public construction, but OHL Group is 

analyzing new areas, especially in storage and delivery. 

There are two main reasons why OHL Group is interested 

in storage and distribution projects. The first one is the 

group’s experience in international projects, including its 

recent venture in Jordan, where OHL Group has been 

awarded the project for the ASTPP (Amman Strategic 

Reserve Terminal for Petroleum Products). The second 

is because of the new opportunities arising in Mexico.

International investment funds BlackRock and First 

Reserve recently bought a significant share of Los 

Ramones. Antonio Héctor Álvarez del Pozo, Director of 

Mexico and Central America for OHL Industrial Mexico, 

does not think this acquisition will have much impact 

on the development of the pipeline, since these firms 

are only financial partners. “In our experience, investors 

only want to make sure that the project is being 

developed correctly, without being involved in the 

actual operational processes. Our client in this project 

is TAG, a subsidiary of PEMEX, but this company is now 

a minority partner. This may have some repercussions, 

but we do not expect many changes,” he explains. “OHL 

Group acts as a liaison between the EPC contractor 

and the owners, validating the information provided 

and ensuring the proper development of the project. 

OHL Group brings a significant added value through 

its project management, being able to detect, at a very 
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started to grow in Puerto Rico, Brazil, and other Latin 

American countries, but then turned their attention to 

the Mexican oil and gas industry. “There are opportunities 

for our measurement systems in the reconfiguration of 

PEMEX’s refineries and supply terminals, as well as in 

exploration and production projects. Likewise, there are 

opportunities with CFE in combined cycle projects for 

natural gas-based power generation. These businesses 

are important for us given our experience in oil and gas 

solutions,” says Mendoza.

Tory & Metron starts any project by identifying its clients’ 

needs and the specifications that the project has to comply 

with. “After all, measurement systems are just one part of 

fuel transportation, which is why the company analyzes an 

entire project in order to detect any areas of opportunity. 

A supplier might specify certain dimensions for the 

equipment, but those dimensions might not offer the 

proper results or endanger the whole structure. We always 

try to stay one step ahead to spot such discrepancies while 

being proactive to offer quality products that meet our 

clients’ specifications,” says Mendoza. “We have noticed 

that, unfortunately, a lot of technology in PEMEX’s oil, gas, 

and refining facilities is out of date,” says Mendoza, adding 

that reconfiguration activities will provide business for 

Tory & Metron and similar companies. 

ADDED VALUE OF EPC AND 
SOFTWARE SYNERGIES 
When the CEOs of Metron Energy Applications and Tory 

Technologies met in a project involving both companies, 

they realized they could increase their opportunities by 

joining forces. Metron Energy Applications had already 

provided EPC services and equipment for 300 businesses 

in the oil and gas sector across 40 different countries, as 

well as having 70 engineers in Mexico. In comparison, Tory 

Technologies had only been in the market for three years 

but already developed successful software solutions for 

measurement systems. This merger saw Metron supply 

its expertise and equipment while Tory backed it up with 

software solutions.

According to Antonio Mendoza, Commercial Director of 

Tory & Metron Mexico, the company is well positioned 

in the market and currently has revenues of between 

US$75-100 million. Although Metron is a Greek company, 

it has managed to avoid its home country’s dire financial 

straits, with 75% of its business comes from international 

markets. Similarly, even though Tory is based in Houston, 

most of its business is focused in Latin America. However, 

it took the Energy Reform to make them both look closely 

at Mexico. “Metron knew the European and African 

markets, and just as it wondered how to expand to Latin 

and South America, it learned about Tory’s expertise in 

energy solutions in this region,” he shares. Both companies 
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distribution stations, and pipelines, among others, and we 

plan to be present in all of these areas. Connectivity will play 

a key role in the efficiency of future industry operations, and 

Schneider Electric is able to provide connectivity through 

the different processes involved in the oil and gas industry. 

By using cutting-edge technologies to oversee the flow of 

hydrocarbons and other products through pipelines, our 

clients can see the precise measurements of the entire flow 

path from point A to point B. If a given quantity is detected 

as missing by our solutions, our clients can rely on these 

results in real-time and take immediate action at any point. 

Having direct access to this information in a systematic 

fashion becomes a productive tool that enables decision-

makers to manage the entire timeline of processes.

Q: How will Schneider Electric position itself in the 

increasingly Mexican midstream market?

A: All companies, including us, look to differentiate 

themselves from the rest. In the case of Schneider Electric, 

I feel that, apart from our broad scope of technological 

solutions, our people are what make the difference. By 

responding to our clients’ demands promptly and effectively 

while transforming industry challenges with simple and 

easy-to-use solutions, Schneider Electric will continue to 

stand out from the pack. Our most important concern is for 

our engineers and staff to be involved hand-in-hand with 

our clients in any given project so that we can detect and 

understand their needs. We strive to interact directly with 

the end-users of our products because it is through our 

clients that we are able to see where innovation is needed 

in our product lines. We will continue to focus on having 

a highly trained workforce that understands our clients 

are the most important factor in our success equation. We 

have had to adjust our strategy to the structural changes 

following the Energy Reform in order to continue growing 

at a 10% annual rate. Once the Reform is implemented I 

believe that Schneider Electric will grow at an even faster 

rate. Moving forward, another important aspect that must 

be considered is that processes must be standardized. In 

the past, PEMEX used to set the modus operandi for the 

entire industry. However, with the mix of new players, the 

market will now demand cost-efficient standardization, be 

it downstream, midstream, or upstream.

Q: How does Schneider Electric’s technological evolution 

empower you to take on new opportunities in the oil and 

gas industry?   

A: After acquiring Invensys, a company that works with 

process management and SCADA software development 

utilized for flow control in hydrocarbon production, we were 

able to enhance our capabilities by bringing in tools that are 

useful to determine how much is being extracted from a well 

at any point in time. Adding products that allow any user to 

measure the flow of oil or gas at the wellhead in real-time 

has added a lot of value to Schneider Electric’s product line. 

We are preparing ourselves for new opportunities and we are 

certainly looking at new horizons to further our involvement 

in the industry. Given that bids have been opened for 

companies to offer their products for the modification of 

refineries, we know that there will be significant investment 

in the downstream segment in the near future. I am certain 

that diesel will be more prominent in the coming years as an 

alternative to gasoline, given that cars can run much more 

efficiently on a diesel-based system. Paired with this, the 

distribution of hydrocarbons and refined products in Mexico 

is also creating plenty of opportunities for us. Once all of the 

pipeline projects are developed, companies operating these 

will need to know precisely the volume of hydrocarbons 

that is flowing through the pipeline, which is precisely why 

Schneider Electric is interested in participating in the pipeline 

projects that are being planned for the coming years. We are 

looking to work together with companies that are already 

supplying components within the scope of our services. 

Through EPCs, we could be contributing 10-20% of the 

project’s development, which is how Schneider Electric can 

become an indispensable technology provider. All in all, we 

believe that 2015 will see many opportunities come our way, 

and we are preparing to seize them.

Q: How will the company become indispensable for any 

project involving the transportation of hydrocarbons or 

its by-products?

A: In the short and medium term, many investments will go 

to oil and gas production and distribution activities. That 

gives us room to be involved with remote monitoring and 

SCADA systems throughout all segments of the industry. 

Our products can be used on offshore rigs, refining facilities, 

| VIEW FROM THE TOP

PRECISE FLOW 
MEASUREMENTS ALLOW 
COST OPTIMIZATION
ENRIQUE GONZÁLEZ HAAS
Country President of Schneider Electric Mexico and Central America
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to six years due to deepwater production, partially 

because NDT Global already has proven the worth of 

this technology in the North Sea. We have very large 

contracts with BP for specialized offshore applications 

in high pressure and high temperature deepwater areas.”

NDT Global’s strong position in the inspection market is 

anchored by its continuous technological development, 

the latest iterations of which González is quick to delve 

into. “Our latest development is used for natural gas 

applications by combining EMAT, Eddy Current, and MFL 

in one inspection system. This system is very accurate 

and similar to what we already use for liquid pipelines, 

while not needing a liquid coupling.” González underlines 

the competitive advantage of this newest modality. 

“The service is more expensive but it also provides more 

information and more applications than before. This 

benefits clients by giving them a far more accurate image 

of the condition of the pipeline. One pass with this unified 

solution provides the same amount of information that 

would have taken several passes of many technologies 

several years ago.” 

As a close collaborator with PEMEX, González recognizes 

the NOC’s current abilities when it comes to facilitating 

pipeline inspection and maintenance, but he is also 

acutely aware of the limitations of existing infrastructure: 

“For the last 20-25 years, PEMEX has been careful about 

which design specs to take into account in order to 

facilitate inspections. The problem that we had before is 

that many of the pipelines were built before that. After 

all, the average pipeline in Mexico is around 40 years 

old.” The aforementioned limitations have unfortunately 

become obvious in the wake of high-profile incidents 

in recent years, such as the fire at well Terra 123, which 

represented a sobering reminder for González. “It just 

brought back the awareness that certain parts of the 

pipeline infrastructure have never been inspected.” 

It is in the analysis of inspection data that NDT Global 

has established the most important part of its Mexican 

presence in its Global Data Center. This section of the 

company has become so successful that it now represents 

an independent division separate from the central Mexico 

office. “It is geographically in Mexico, but the country is 

just another customer of the Global Data Center. We do 

have the advantage of being near it, meaning that our 

engineers can be in PEMEX’s offices very quickly to give 

a presentation on the state of any pipeline or on the more 

sophisticated and technical side of our analysis. This is 

an important advantage to our customers, both private 

and public.”

THE CUTTING EDGE OF PIPELINE 
INSPECTION

Over the coming years 

Mexico’s existing pipeline 

infrastructure is expected 

to grow considerably. As 

new projects become 

part of an aging existing 

pipeline network, the 

importance of inspection, 

evaluation, as well as 

maintenance, becomes 

increasingly obvious.

The field of pipeline inspection technology has taken 

great strides in the last few years, and now involves the 

capture, transmission, and analysis of data to cover and 

map all characteristics and potential structural weaknesses 

of any given pipeline in as much detail as possible. It is 

in precisely these categories that NDT Global has carved 

out its niche market. Mexico has been an important part of 

NDT Global’s portfolio and, conversely, the company has 

played an important role in the development of Mexico’s 

pipeline infrastructure as a close ally to PEMEX. 

The question going forward is how the company plans 

to deal with an increasingly diversifying industry. Oscar 

González, CEO of NDT Global Mexico, maintains a stalwart 

optimism regarding his company’s continuing success in 

the Mexican pipeline maintenance market. “We can expect 

the service portion of our market to increase significantly 

in the next three to four years. There are very aggressive 

projects and very large natural gas pipelines being built, 

and we hope there is more to come as the Energy Reform 

continues to be implemented.” González is betting 

on future production increases also resulting in an 

increased demand for pipeline infrastructure. “The need 

for pipelines will not only come from increased natural 

gas imports, but also from an increase in hydrocarbon 

production. This will become evident in the next five to 

ten years. NDT Global’s reputation in the industry is such 

that it is usually summoned during the initial planning 

stages of pipeline projects to make sure that designs 

will facilitate maintenance operations in the future. This 

includes being approached by investors who are putting 

money into these pipeline projects in order to explore 

the integrity assessment services that we could provide 

for them,” adds González. This creates an opportunity for 

NDT Global to import technologies into Mexico that will 

become applicable as the Mexican oil and gas industry 

expands. Among these, NDT Global is looking forward to 

introducing its magnetic flux leakage (MFL) applications, 

for which Gonzáles already has a clear timetable. “The 

change in that line of business is going to come in five 

Oscar González, 
CEO of NDT Global Mexico
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from their suppliers. If you compare the prices of our most 

modern technologies to the old ones you will definitely see 

a cost increase, but if you map out the benefits in the long 

term you will see that modern technologies will end up 

creating major savings. Our technologies allow for faster 

analysis, which in turn represents cost savings because you 

reduce downtime. Technicians could take up to two hours to 

analyze pipe welding joints using regular methods. With Zion’s 

technologies it is possible to perform such analysis in less than 

20 minutes. Despite the current market conditions, companies 

should not reduce their investments in this type of solutions.

Q: What are the main challenges when implementing 

these new technologies?  

A: The most important factor is preparation as it is hard to 

train people in the use of new technologies. In the highly 

competitive oil and gas market it is essential for operators 

and providers to stay updated on the latest technologies 

if they want to remain competitive. Our technicians are 

constantly visiting companies to show the added value of 

our analytical tools to review their installations. They show 

potential customers the problems they can encounter if 

the information provided by their old analytical tools is 

faulty, and how our new technologies can improve their 

operations once implemented. Our technologies do not 

only reduce inspection times and safety hazards, they also 

provide the most reliable information of a system’s status. 

Q: What are the company’s ambitions for contributing to 

the development of the Mexican oil and gas industry over 

the coming decade? 

A: Our first priority is to expand our sales force as well as 

our number of technicians. At the moment we have two 

offices in Mexico City and Monterrey, but we want to open 

new ones in Queretaro and in Ciudad del Carmen in order 

to be closer to the oil and gas industry. We would also like 

to participate in the creation of an association dedicated to 

non-destructive testing. Every leading country in this field has 

an association where experts gather to exchange ideas and 

support each other in the development or modernization of 

testing technologies. We would like to bring together more 

companies to help create Mexican testing norms and upgrade 

the control of products being delivered to this market. 

Q: How has Zion NDT’s portfolio of technology, services, 

and training for non-destructive testing evolved to cater 

to Mexican demand?   

A: Non-destructive testing methods have greatly evolved 

over the years, with a broad number of new technologies 

hitting the market. Our company is relatively new but I have 

been working in this specific area for over 20 years. When this 

company was created, we wanted to bring all the available 

technologies from around the world to Mexico. Before Zion 

NDT, most of the non-destructive testing companies in the 

country were stuck with old technologies. While conventional 

methods did evolve, few providers brought them into their 

portfolios. For example, conventional ultrasound was used 

for over 60 years with great success. However, new ultrasonic 

methods, such as phased array or time-of-flight diffraction 

(TOFD), are vastly more effective. These two technologies 

are booming in the USA and in Europe but have not been 

broadly implemented in Mexico. We provide the technology 

and the training that companies need in order to implement 

these solutions into their operations. For them, the biggest 

advantages of using these methods are seen when they 

are applied to welding operations for pipelines, tanks, or 

containers. Traditionally, such work involved radiography 

which can be slow and potentially dangerous for technicians. 

Besides providing accurate information, our technologies 

also reduce the time of analysis and eliminate risks. At the 

moment, our main priority is to ensure that our workforce is 

well trained in the use and understanding of these modern 

techniques. Many companies outside of Mexico already use 

phased array or TODF and will demand this technology when 

they enter Mexico. If Mexican companies want to remain 

competitive against foreign competitors, they will have 

to implement the most advanced analytical technologies. 

Moreover, Zion NDT continues to provide two types of 

training courses. The first is for those who still want to stick 

to conventional methods, while the other covers training 

for phased array, TOFD, and guided waves. We are the only 

company in Mexico to offer training for these.

Q: How do you ensure that potential clients see your 

solutions as an investment rather than a cost?

A: No matter what the markets conditions are, companies 

are always looking to obtain the best cost to benefit ratio 

| VIEW FROM THE TOP

MODERN NON-
DESTRUCTIVE TESTING 
SORELY NEEDED IN MEXICO
CARLOS GONZÁLEZ
Director General of Zion NDT

C-0112, Mexico Oil & Gas Review (2015)



“A few years ago, we invested in a state-of-the-art pipe mill, 

one of the most modern in America, to double our installed 

capacity. Nowadays, we have the necessary production 

capacity to attend the pipeline needs of this market,” Aguirre 

Rascón mentions. At the moment, most of the production 

from this new mill goes to a sister company in Houston to 

receive finishing processes, resulting in a pipe known as Oil 

Country Tubular Goods (OCTG). These pipes are mostly 

used in the US and Canada. However, by providing quality 

products and services, Tubería Laguna is hoping to keep on 

supplying PEMEX and gaining new clients as newcomers 

step into the oil and gas industry. Tubería Laguna has 

accumulated vast experience from its regular supply of 

products to PEMEX, and it currently has a large inventory of 

over 50,000 tonnes of steel piping for immediate delivery 

to any region within Mexico. The company is also working 

to open up the drilling market to electric resistance welding 

(ERW) and high-frequency electric resistance welding 

(HFW) steel pipes. The company has already supplied HFW 

OCTG tubing and casing to a number of wells in the US and 

Canada. Aguirre Rascón is now relying on what he terms 

the incontestable success of these products to convince 

the Mexican drilling market that these pipes are just as safe 

as seamless steel pipes. “By mixing these opportunities, 

the Tubería Lguna expects to quickly secure double-digit 

annual growth in the short term,” he adds.  

GROWING THE MARKET FOR 
STATE-OF-THE-ART PIPE 
Few industries rely on quality steel for piping as much as the oil 

and gas industry. Steel pipes are crucial for every step within 

an oil and gas project, and the quality and reliability of the steel 

used is evidently of the utmost importance. Tubería Laguna 

stands out for being a Mexican carbon steel manufacturing 

company that has already supplied kilometers of steel pipes 

in compliance with the API norms and PEMEX’s NRF norm. 

As a company that completely trusts in its procedures, it puts 

its processes up for review by customers. “Customers and 

final users have access to our procedures; they can witness 

our production processes, quality control tests, and all the 

information needed to assure the best performance of our 

products in the field,” says Ignacio Aguirre Rascón, Executive 

Director of Sales and Administration at Tubería Laguna. In 

this way, it seeks to capitalize on the range of opportunities 

expected to soon arise in Mexico’s oil and gas industry. 

Aguirre Rascón does not expect new projects to start up any 

time soon, mainly due to the restructuring of PEMEX and 

the preparation of contracts, but Tubería Laguna is already 

preparing to face tough competition in the steel pipe market. 

“We are aware that new competitors from all over the world 

will pursue the same projects as well. However, our solid 

foundations built throughout the years and the recognition of 

being a high quality Mexican pipe manufacturer will give us a 

real chance to access all these projects and serve this market,” 

expresses Aguirre Rascón.
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high-end products by targeting areas where domestic 

suppliers are unable to satisfy demand,” admits Hashimoto. 

One Sumitomo product that stands out is the carbon line 

pipe that, despite having an initial higher cost, reduces a 

project’s overall cost after evaluating the savings provided 

by its durability and usability. Hashimoto also believes that 

these pipes could find their niche in deepwater and in the 

distribution of materials such as sulfur or nitrogen. “We can 

contribute to these areas because of the tough working 

environments and the demand for higher standards. However, 

we need to wait until the tenders are released before we can 

fully determine the nature of our involvement,” Hashimoto 

explains. Besides pipe supply, Sumitomo often coordinates 

other aspects such as logistics and coating operations to 

basically offer a turnkey solution. “In order to convince 

potential clients that these high-end products are the best 

option for their projects, we must offer a complete package. 

This strategy has been already employed in the US and has 

given us a significant share of the pipe supply business there,” 

says Satoshi Watabe, General Manager of the Metal Business 

Department of Sumitomo Corporation de México. “You must 

always package the products and the services together, so 

that the operation of the pipeline is more cost efficient for 

the client.” 

Finally, Mexico must address national security concerns such 

as oil theft, which Sumitomo is well aware of. According to 

figures released by PEMEX in 2014, 2,481 illegal taps were 

detected, marking a 30% increase year-on-year. Notably, most 

of these taps were located in the state of Tamaulipas, an area 

of great importance for the future of the sector due to its large 

shale gas resources. The figures are grim, with current losses 

exceeding US$1 billion. In this respect, Hashimoto advises 

companies to carry out extensive research in order to gain 

a realistic perspective of Mexico’s security issues. “We work 

with a series of consultants to assess the risks and define the 

degrees of safety in which we can operate. This applies not 

only to our future oil and gas ventures, but also to our local 

manufacturing facilities.” While less experienced players might 

hesitate to plunge into this burgeoning market, Sumitomo 

remains undeterred, the opportunities are there for the taking, 

and those with experience and knowledge will certainly thrive. 

AVANT-GARDE TUBULAR GOODS 
ENSURE LEADERSHIP POSITION
The adoption of cutting-edge technology has spread like 

wildfire across a wide range of industries and oil and gas 

is no exception. Avant-garde practices are beginning to be 

seen in heavy oil extraction, the production of shale gas, and 

deepwater operations. For decades, the local industry was 

mainly focused on shallow waters, a market largely served by 

suppliers that have neither the technical capacity nor prior 

experience in the abovementioned areas. While companies 

drive off the beaten track in search of ambitious missions, 

Yugo Hashimoto, President of Sumitomo Corporation de 

México, considers this domain to be precisely the greatest 

potential for his company’s penetration into the sector. 

“Having accumulated international experience in oil and 

gas activities, we are well positioned to consider new 

opportunities in this country,” he states. 

Sumitomo Corporation de México, the subsidiary of the Tokyo-

based holding group present in 67 countries, is involved in 

different businesses ranging from the manufacturing of 

consumer goods to the distribution of steel. With regards to 

the exploration and production of hydrocarbons, the firm has 

developed major projects both in the North Sea and the US. 

It has also earned the honor of being the first Asian company 

to enter the shale gas niche. “We have a wide presence in this 

industry with a well-established supply chain management 

system, and an extensive customer base centered on long-

term agreements,” says Hashimoto. Indeed, its tubular 

products business segment is comprised of Oil Country 

Tubular Goods (OCTG), which focuses on manufacturing and 

distribution, midstream, and downstream activities. Their 

oilfield equipment division is led by HOWCO, the company’s 

subsidiary in the US, which produces downhole and subsea 

components for both shallow and deep wells. Furthermore, 

Sumitomo has noticed that the stringent rules required for 

the transportation of oil and gas make it challenging for 

companies to find high-quality products that suit their needs, 

such as coal, chromium, nickel, and high grade stainless steel 

pipes. In the US and Canada, Sumitomo already has various 

distribution channels for such products, such as Premier Pipe 

and Pipeco Services. It would therefore like to replicate this 

success in the country, as Mexico has long been a strategic 

growth market for Sumitomo. “We will not compete with 

domestic pipe suppliers in Mexico as we intend to provide 

“We will not compete with domestic pipe suppliers in Mexico 

as we intend to provide high-end products by targeting areas 

where domestic suppliers are unable to satisfy demand”

Yugo Hashimoto, President of Sumitomo Corporation de México
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DATA MANAGEMENT FOR MORE 
EFFICIENT OIL OPERATIONS

In today’s world, obtaining 

information is becoming 

increasingly easy, but the 

challenge lies in using 

the right information 

and integrating it into 

processes. Companies 

seeking to enter Mexico 

to become operators or 

suppliers will have to face 

precisely this challenge. 

Carlos Salman, Director General of Sistemas de Información 

Geográfica (SIGSA), recounts how his company, created 

over 35 years ago, has done just that. It all began with 

a project from the Mexican government that created a 

mapping agency in order to develop a comprehensive 

resource inventory of the country. Unfortunately, as a 

result of economic difficulties at the time, the project was 

ultimately shot down. However, Salman became convinced 

that Mexico needed this project to go ahead, and that 

mapping was the only way to develop the country’s natural 

resources while protecting its ecosystems. “Maps alone 

were not enough, since databases are also needed to be 

used along with them in order to track the most efficient 

uses of the land. Additionally, to integrate these two 

aspects, we had to make sure our processes were right,” 

says Salman. 

“SIGSA’s mapping tools link the technical, operational, 

and administrative applications used in the oil sector by 

utilizing the power of Geographic Information System 

(GIS) tools. We also offer collaboration instruments where 

all available knowledge is integrated within a geographic 

environment, allowing the user to visualize the data in 2D 

and 3D, as well as to generate reports and maps in order 

to help rapid and objective decision-making in different 

areas of the oil industry. To help the oil industry, SIGSA has 

focused on developing platforms to optimize processes 

through geographical information. It is vital for us to 

understand these processes and optimize them with the 

assistance of SIGSA’s maps. SIGSA’s services will certainly 

be valuable for other companies intending to break into 

the Mexican market,” says Salman. 

According to Salman, when executives have access 

to the right information, it is often not in real-time or 

integrated. SIGSA collects and updates this information 

in real-time and turns it into easy-to-handle visual formats 

divided between upstream, midstream, and downstream 

processes. “The main thing to take into consideration is 

the customer’s workflow. In order to optimize production 

and reduce the risk of costly accidents happening, 

companies must optimize their processes by having 

the right key performance indicators at hand,” explains 

Salman.

SIGSA has had a strategic alliance with ESRI, a leading 

company for geographic information systems and 

technology, for 27 years. ESRI’s various programs can 

process geographic and geospatial imaging, combine 

these with up-to-date spectral images, analyze them, 

and present the most significant findings on an intuitive 

interface. Despite this heavyweight partner, SIGSA has 

had to fend off rivalries from the likes of Schlumberger 

and Halliburton. “Competition of this caliber has enabled 

SIGSA to become faster and more efficient. We have 

also had to develop the right tools to stay ahead of our 

competitors in terms of technology. Our advantage lies 

not only in the quantity of data, but in the management of 

this data,” explains Salman. 
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Carlos Salman, Director General 
of Sistemas de Información 
Geográfica (SIGSA)

We are a multidisciplinary capitalized fi rm within the 
maritime and energy industry as well as fi nancial and legal 
areas related to it, which promotes our clients and partners 
competitiveness in a highly risky environment as it is the 
maritime adventure and energy sector in a constantly 
changing world.
 
The new Mexican Energy Reform represents a revolution of 
innovation and brings along a vast range of opportunities 
for all sectors. This is a revolution of progress, be part of it. 

The new Mexican Energy Reform represents a revolution of 

Maritime Consulting Ltd. 19 Sur 506, Desp. 403 B-3. 
Col. La Paz 72160 Puebla, Pue. México
Direct Line +52 (222) 232.20.59 
info@mar-cons.com    www.mar-cons.com
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Q: What is the difference for PEMEX between procuring 

separation services and owning separation equipment? 

A: The difference lies in the efficiency of the process. A 

service provider offers advantages since it is an expert 

in offering separation services while it also has its own 

separation equipment. While PEMEX is on a journey 

toward becoming more efficient, hiring a company to 

handle separation services rather than doing it on its own 

would be a good route to take. 

Q: What role do you expect local content requirements to 

play in the competition between international suppliers 

and companies like Octopus?  

A: The impact of local content requirements will undoubtedly 

push the development of the local supplier industry in 

Mexico. There will be more customers, more players, and 

more projects. At the same time, as new players begin 

operating in the country, they will probably stick to their 

existing suppliers. While they will want to get to know the 

Mexican providers, they will feel more comfortable with 

companies that are already familiar with their operations, 

which usually means our competitors in the US or Canada. 

One positive aspect to highlight is our quality-driven business 

model. Most of the projects that Octopus gets involved with 

in Mexico are acquired because of the quality standards 

needed. By meeting very tight norms, we are able to deliver 

high-quality products and services. For example, Etileno XXI 

works under very high standards that allow an error margin 

of 1mm. Therefore, equipment must be manufactured under 

rigid standards to be delivered accordingly. Adhering to such 

norms has been tough for our competitors, the quality of 

their products might be fine but the precision might not up 

the standard. On another note, Mexican labor is very good, 

hard-working, and creative, which gives us an advantage.

Q: What are your biggest hopes and fears for 2015?  

A: My biggest fear as of today is securing cashflow. A 

company like Octopus usually belongs to an important 

EPC group. However, we are working independently and 

remain relatively small. In my experience, this is a very 

difficult market to tackle alone so it may be a good idea 

for Octopus to eventually find the right partners to attain 

stable margins. 

Q: How has the current uncertainty created by the Energy 

Reform impacted Octopus’ operations and projects?    

A: We underwent one of the worst years in our history 

in 2013 as our sales dropped by 50% over the previous 

year. 2014 was a little better, with most of our successful 

projects last year being linked to pipelines. We expect 

this demand will continue throughout 2015 and that these 

projects will act as a bridge for us to capitalize on more 

post-Reform opportunities. In addition to pig launchers, 

receivers, and other related products, pipeline projects 

need other equipment that we manufacture such as filters 

and separators. We recently supplied equipment to the 

Los Ramones project and worked on huge pig launchers 

for Dragados and AOT, and we will continue to work on 

these types of products. It will be interesting to see what 

happens in Round One. We are hoping that by 2016, the 

industry will come around, but 2015 will be somewhat 

similar to 2014. 

Q: What are the tendencies in the procurement of the 

products that Octopus commercializes? 

A: The construction habits of Mexican companies are 

characterized by wanting to carry out a large portion 

of their processes at the site, which sometimes includes 

pig launchers. Such companies usually build all general 

products and will only acquire high-specification products 

from external sources. This way of doing things has 

been the standard in Mexico for many years. While using 

prefabricated piping saves 60% of the welding on site and 

provides much better process and cost control, it is not a 

standard practice for Mexican EPC companies to acquire 

prefabricated products. This is starting to change as a result 

of very high specifications and norms required by PEMEX. 

This is a good thing for any well-established company 

here, including Octopus. Many companies that used to 

be strong players in this market have halted operations, 

and strong companies from Houston have become the 

preferred suppliers for projects in Mexico. With respect to 

the separation services we offer, about three to four years 

ago, PEMEX expressed its interest in acquiring separation 

services from companies like Octopus that would host 

facilities and charge PEMEX for each cubic foot of gas 

separated. Unfortunately, this idea never really materialized.

| VIEW FROM THE TOP

POPULARITY OF PIG 
LAUNCHERS HELPS TO 
TACKLE UNCERTAINTY
JOSÉ PABLO MENDOZA ESCALANTE
CEO of Octopus
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Q: What is your reading of the stabilization of imports into 

the country during 2014?   

A: Imports into Mexico became stronger or weaker for 

specific sectors during 2014. The automotive sector 

continues to be very strong as it has regular volumes of cargo 

coming in and out of Mexico. On the other hand, consumer 

goods are not doing so well. Some shipping lines did blank 

sailings last year or cancelled their vessels completely due 

to a lack of supply within the market. These are perfectly 

normal practices when there is not enough volume to fill 

the vessel. However, the oil and gas industry moves its 

parts and machineries through FCO, and when vessels are 

cancelled or when freight costs increase and decrease, the 

situation becomes much more complex. Problems surfaced 

repeatedly in 2014 due to a lack of space and changes in 

prices, especially among Asian shipping companies. It is our 

job to try and solve these problems as a logistics operator, 

but it is becoming very challenging. 

Q: How does TIBA grant savings to its customers, 

considering the volatility of shipping tariffs?  

A: TIBA is a serious company that works with serious 

companies as well. We maintain very good long-term 

relationships with shipping lines, airlines, and trucking 

companies, which allow us to help each other out when 

either side faces a problem. Our main strengths are based 

on our worldwide volume, not just in Mexico, despite this 

country being one of TIBA’s largest operations in the 

world. It is by consolidating our contacts that we are able 

to come up with plans that save money for our clients. 

Q: What are TIBA’s growth expectations for the oil and 

gas segment in the medium term?   

A: We are expanding in the oil and gas segment in Mexico 

and around the world. We have plans to expand our oil and 

gas division in the country through a number of offices, 

while also expanding across Latin America. We will cover 

all of Central America by early 2016, and we already have 

offices in Panama, Guatemala, El Salvador, and Cuba. This 

will go alongside an expansion in South America, where we 

have offices in Argentina, Chile, and soon in Peru. TIBA is 

certainly growing a lot in many different areas, but oil and 

gas is one of our strategic priorities.

Q: What services has TIBA created or adapted to satisfy 

the oil and gas sector’s logistics needs?    

A: TIBA offers many services related to customs, imports, 

exports, airfreights, sea freights, and project cargo. We 

created a specific division for the oil and gas industry, with 

engineers who are both specialized in project cargo and 

who know the oil and gas business very well. We offer a 

24/7 service, which is crucial, as cargo does not obey a 9-5 

schedule, and we are making sure that our people, who are 

one of our main assets, are well trained in shipping terms, 

insurance, market trends, or customs reforms. 

Q: What flagship projects has TIBA executed in the 

Mexican oil and gas industry? 

A: We have been moving explosives in and out of Mexico 

for the mining and oil and gas industries on a regular 

basis, which is a very complex area. Our competition often 

faces problems with such shipments or getting the right 

aircraft to move them. TIBA has these contacts, allowing 

us to successfully move large amounts of explosives all 

around the world. We have also completed projects such 

as the moving of a cement plant from Mexico to Cuba and 

transporting a submarine from Northern Europe to the 

Caribbean, loading vessels, and managing entire logistical 

processes for the oil and gas industry.

Q: What is your assessment of the legal framework 

created by the 2013 Customs Law? 

A: There are certainly advantages that are already being 

exploited, but the actual Customs Law is not fully defined 

yet. There are several aspects which have not even come into 

force. This lack of definition is a little disconcerting because 

there is a clear need to make imports and exports into Mexico 

much easier. It has been proven throughout the world that if 

fewer barriers and customs tariffs are in place, the easier it 

is to move goods in and out of a country, generating more 

business. Mexico projects itself as a hub for many industries, 

but these issues will have to be addressed in order to make 

that vision a full reality. The Energy Reform could very well 

turn Mexico into a hub for the oil and gas industry. It has major 

geographic advantages, but it remains difficult to use the 

country as a hub, as it is relatively expensive to move goods 

in and out compared to its regional competitors.  

| VIEW FROM THE TOP

SOLVING COMPLEX OIL   
AND GAS TRANSPORTATION 
CHALLENGES
JUSTIN FACEY
Regional Director of TIBA Mexico

C-0112, Mexico Oil & Gas Review (2015)



OIL AND GAS INDUSTRY 
PRIORITY FOR R.H. SHIPPING 
Oil and gas companies eyeing up Mexico following the 

Energy Reform will need to know that many of their needs 

will be met. While legal certainty, labor availability, and tax 

regulations may well top the list, transport and logistics 

also feature prominently. Enter R.H. Shipping, which, with 

almost 20 years in the market, is in a strong position to 

meet the potential requirements of incoming companies. 

Founded during the peak of the Korean steel market 

as an international agent specializing in this industry, 

the company soon diversified its services into logistics, 

customs clearance, full charter ships for overweight cargos, 

and various forms of land and air transportation. Today, 

the company also provides services which range from non-

vessel operating common carrier and international freight 

forwarding services to cargo insurance consultancy and 

warehousing. “Having effectively implemented our initial 

diversification strategy, R.H. Shipping has continued to 

expand into new areas of opportunity. One remarkable 

success has been in the niche market of perishable goods,” 

explains Rudolf Hess, President and CEO of R.H. Shipping, 

whose primary focus is currently on the Mexican oil and 

gas sector. This was the reason a subsidiary office was 

established in Houston in 2010.

Today, R.H. Shipping’s reputation is backed by major 

achievements within the oil and gas sector, such as having 

transported the largest single shipment of dismantled 

LPG spheres for the Mexican company Zeta Gas or having 

completed port-to-door transportation of land-based oil 

rigs from the US to Mexico. “We were recently awarded a 

contract for the transportation of 100km of pipes from India 

to the Ojinaga–El Encino pipeline in Chihuahua,” mentions 

Hess. As for the Asian market, R.H. Shipping has been 

able to take advantage of increased exports from China 

to destinations all over the world, becoming the leader in 

freight forwarding from Asia to Mexico. This reputation is 

based on its ability as an agent to identify carriers that 

best suit the needs of each project, either to carry large 

and heavy rigs, semi-submersibles, pulling tugs, or any 

other bulky equipment. “We define as special projects 

those that involve the transportation of extra-heavy steel 

pieces, petrochemical industrial equipment, steel pipes, 

and chemicals, among other exceptional equipment. We 

have experience in shipments of products that cannot be 

transported in containers due to their volume, size, weight, 

or configuration. As a shipbroker, we find the vessels that 

can do the job, and negotiate all business transactions and 

associated shipping contracts, providing versatile solutions 

with a wide variety of vessels including bulk carriers, roll-

on/roll-off ships, tankers, and container vessels, as well as 

barges for rivers and sea,” states Hess. 

However, one shadow might come to dampen its plans. 

PEMEX is planning to build 21 new vessels in Veracruz, 

although the exact nature of these ships and their intended 

goals are not clear as yet. Nevertheless, Hess dismisses 

this as not posing a threat to his company’s market share. 

To his mind, the shipping market in the Mexican oil and gas 

sector will grow so rapidly that there will be enough work 

for all parties. “Despite these new ships, PEMEX will remain 

far more competitive by chartering ships from operators 

than by operating them itself. This fact might even bring 

more business to companies like R.H. Shipping,” explains 

Hess. “Ultimately, if PEMEX seeks to team up with a proven 

vessel management and shipping company that knows how 

to handle every aspect of the business, then we can be its 

partner.” Despite this enthusiasm, the oil and gas sector still 

represents a small part of R.H. Shipping’s income, largely 

because the industry in Mexico has been exclusive to a 

limited number of suppliers until now. However, this situation 

will completely change as the Energy Reform begins to show 

its first results. New entrants will enter the sector and PEMEX 

is expected to be more efficient, autonomous, and open to 

new service providers. For Hess, the reforms are a game 

changer as they considerably increase the growth potential 

for his company within this particular industry. This has 

turned into a strategic priority for R.H. Shipping. “We have 

recently registered with PEMEX Procurement International 

in Houston, and we have started bidding on several PEMEX 

projects. I see good chances of winning bids simply because 

of the quality of our value proposition,” comments Hess. 

According to Hess, the fact that PEMEX is changing its 

procurement decision-making processes will bring fresh air 

to the logistics and transportation industry. In the past, many 

decisions were made for cost reasons, which ultimately did 

not translate into savings for the parastatal. “Any major oil 

company that wishes to truly compete on a global scale 

must rely on world-class supply vessel operators. This 

means paying the going market rate,” he indicates. He refers 

to a joke, currently popular in the corridors of oil companies 

in Houston, which states that “Mexico is the junkyard of the 

Texan and Louisiana backyard.” Much like in the automotive 

industry with used cars, American vessels that can no 

longer meet the right standards were in the past dispatched 

to the Mexican market. They were welcomed here because, 

despite their inefficiency, they could provide meager 

profits. This of course has changed in the past two years, as 

PEMEX is bidding on used vessels with a maximum age of 

ten years. Hess believes that President Enrique Peña Nieto’s 

package of reforms will help to break this cycle by forcing 

local Mexican firms to deal with international competition 

while becoming aligned with global norms and standards. 
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Due to the complexity of the logistics industry, offering a 

diversified portfolio is the key to ensuring that the clients’ 

needs can be met on time and in the best possible conditions. 

“At R.H. Shipping, we have always been attentive to this 

aspect and are always ready to find innovative solutions for 

the very unique needs that our clients may have.” Among 

the advantages that a Mexican company as R.H. Shipping 

can offer over its foreign competitors is local knowhow, a 

personalized treatment from a company which understands 

the Mexican market, and a strong position in the country for 

nearly two decades. Moreover, it has subsidiaries in the US, 

Germany, and China, and an extensive network of agents 

worldwide. The fact that R.H. Shipping moves over 80,000 

containers per year allows the company to obtain the best 

rates at industrialized ports around the world, in many of 

which it has its own offices and/or local partners. In addition, 

the company has developed technological tools that allow 

its clients to have the best response time and information 

on the status of their shipments at all times. Ultimately, the 

company assigns trained executives to handle shipments 

from the purchase order to delivery, both import and export. 

“We possess the project requisite expertise and crucially 

enjoy an excellent track record,” he explains. 

Hess states that the high expectations placed on Mexico’s 

Energy Reform can be seen by the number of international 

companies scanning the market in different ways. One 

example is that R.H. Shipping has been approached by 

several potential entrants into Mexico that were interested 

in buying the company. For Hess, this is testament to how 

341

“The key is to provide integrated solutions involving maritime 

transport, as well as pre and post-land transport, cargo or 

transportation insurance, customs clearance, storage, and 

distribution at the final destination”

Rudolf Hess, President and CEO of R.H. Shipping

well his company has been managed. “It is certain that 

R.H. Shipping makes for a very attractive acquisition by 

international firms looking for a Mexican entity to run their 

business in the country.” However, these suitors will be turned 

away, as Hess has no intention of selling anytime soon. 

Hess explains that the company specializes in turnkey 

industrial projects consisting of various freight services. 

These range from transporting large pieces and loading 

them onto the vessel, to unloading them at the final 

destination anywhere in the world, or even installing such 

parts in the refineries or the industrial plants where they 

are consigned. “The key is to provide integrated solutions 

involving maritime transport, as well as pre and post-land 

transport, cargo or transportation insurance, customs 

clearance, storage, and distribution at the final destination.” 

For that, R.H. Shipping’s trading partners are absolutely 

crucial, including global ship-owner companies specialized 

in transporting oversized and extra-heavy pieces. These 

have the most modern fleets and lifting capacities of up 

to 2,000 tonnes. Finally, with the idea of his company one 

day becoming a ship owner, Hess is looking attentively at 

the Mexican offshore segment, where abundant deepwater 

hydrocarbon resources have yet to be properly explored 

and developed as the next area of expansion. “My dream is 

that, in the next three to five years, R.H. Shipping can have 

a complete fleet based in Ciudad del Carmen that is able to 

successfully deliver the latest generation platform supply 

vessels (PSVs) and all types of offshore supply vessels 

(OSVs),” he concludes.
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The restructuring of PEMEX and the creation of its Industrial Transformation division, which was 

achieved by merging the activities that were previously the domain of the Refining, Petrochemicals, 

and Gas and Basic subsidiaries, is designed to enhance the operational and financial performance 

of PEMEX’s downstream activities. While the end of 2014 was characterized by large downstream 

investment announcements, the budget cut at the beginning of 2015 delayed some of these 

projects while cancelling others. Since its downstream activities are not the main profit center for 

PEMEX, the company is actively searching and finding investors to finance its refinery revamps 

and upgrades while freeing up CAPEX for upstream activities. This only illustrates the increasingly 

centralized role of the private sector in the Mexican downstream market. 

Even before the Energy Reform, this segment was experiencing the benefits of the private 

sector’s participation. For example, Etileno XXI, the largest project of its kind in Latin America, is 

poised to change the Mexican petrochemical and chemical industries by making it more dynamic 

through the creation of sustainable demand for hydrocarbon inputs and the stable supply of 

raw materials for the chemical industry. This chapter portrays the perspectives of the entities 

and companies involved in the development of Mexico’s downstream segment, and attempts to 

provide an overview of the future of this segment. The time has come for the development of the 

Mexican downstream market, but capitalizing on these opportunities requires seasoned players 

with a sound long-term vision. 
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TIMES OF CHANGE FOR MEXICO’S 
DOWNSTREAM LANDSCAPE
In general, 2014 was a challenging year for PEMEX, 

particularly in the areas of refining and petrochemical 

production. During the fourth quarter of last year, total 

crude oil processing decreased by 7.5% as compared to the 

same period in 2013. The company attributed the decline in 

production to scheduled maintenance cycles, non-scheduled 

maintenance, overhaul works, and operational problems 

that resulted from the quality of crude oil supplied by the 

producing areas. As a result of the decrease in the amount 

of crude oil processed, PEMEX registered a 4.7% decline in 

the total petroleum products output as compared to 2013. 

Natural gas processing and production also faced difficulties 

due to the decreased availability of sweet wet gas from the 

Burgos business unit, which resulted in a cutback of 1.4% 

compared to the previous year. In terms of petrochemical 

production, PEMEX saw a 143 million tonne decrease in 

production across its ethane derivatives chain, mainly due to 

the handover of muriatic acid and vinyl chloride production 

to the joint venture between PEMEX Petrochemicals and 

Petroquimica de Vinilo. Furthermore, PEMEX registered a 

production loss of 71 million tonnes in the methane derivative 

chain due to operational problems such as repairs, and a 

decrease of 100 million tonnes in the production of other 

petrochemicals, primarily as the result of a reduction in the 

production of sulfur and amorphous gasoline. 

CREATION OF PEMEX INDUSTRIAL TRANSFORMATION

The year also saw PEMEX embark on a restructuring 

that should give far more dynamism to its downstream 

activities. In late 2014, PEMEX’s board of directors approved 

a complete reorganization of the company, transforming 

its four divisions into two companies, alongside the 

creation of five subsidiaries. With this, PEMEX now has two 

main divisions: Exploration & Production, and Industrial 

Transformation. Its five subsidiaries are now Drilling, 

Logistics, Fertilizers, Ethylene, and Cogeneration and 

Services. The change might have been the most sweeping 

for PEMEX Industrial Transformation, which takes on the 

previous duties of the former Refining, Petrochemical, and 

Gas and Basic Petrochemicals subsidiaries. Essentially, it is 

the post-Reform face of PEMEX’s downstream operations. 

The idea behind the fusion of PEMEX’s different processing 

entities is to allow the optimization of integral operations, the 

formalization of partnerships, the creation of new businesses, 

and the integration of research for the development of 

technology. According to the Director General of PEMEX, 

Emilio Lozoya Austin, the transformation is designed to 

optimize existing assets through integrated administration 

that does not involve additional expenditures. PEMEX 

Industrial Transformation is positioned to optimize refining 

processes and enhance the production of petrochemicals, as 

well as giving the company the foundation it needs to cope 

and compete with the newcomers entering the market as a 

result of the Energy Reform. Nevertheless, the company is 

still about to meet is greatest challenge as the drop in oil 

prices has forced it to rethink its original strategy. 

The reduction in PEMEX’s budget will force the company to 

adjust its plans for reconfiguring its refineries and clean fuels 

projects. Before the budget cuts, PEMEX had already assigned 

US$62 billion to work that will surely be affected. The cuts are 

primarily focused on the refining area of the business because 

margins are substantially lower than those in exploration and 

production, the latter being a natural priority for a productive 

enterprise of the State that is seeking to maximize value 

creation. The adjustment made by the Ministry of Finance 

and Public Credit to PEMEX’s investment budget will provoke 

an important delay in the main refining projects that the 

company had planned. The main projects that had already 

been contracted and that were expected to be completed in 

three years or less are the construction and operation of ultra-

low sulfur diesel processing plants in Madero, Salamanca, 

Minatitlan, Salina Cruz, and Tula. Together, these represented 

a multi-year investment of MX$42 billion but they will now all 

suffer delays in their implementation.

Due to the fact that these contracts had been signed before 

the downfall in crude prices, PEMEX’s Board of Directors 

instructed the Administration Council to convoke all 

contractors in order to renegotiate the execution conditions 

of the projects, since some of them could be totally or partially 

deferred. Due to the financial implications this will have for 

all contactors, PEMEX announced that it is conducting every 

negotiation in strict accordance with the law in order to avoid 

discrepancies. The companies that suffered postponements 

in the execution of their contracts are ICA Fluor, Tecnicas 

Reunidas, Samsung Engineering, Foster Wheeler, and the 

ACS consortium, which is composed of Dragados and 

Cobra and was contracted for the modernization of ultra-

low sulfur plants. ICA Fluor and Tapia Construcciones 

also saw impediments in carrying out their projects since 

both are involved in various stages of the reconfiguration 

of the Tula refinery. Moreover, PEMEX was considering 

the modernization of three of its refineries in Salamanca, 

Tula, and Salina Cruz, which together represented a total 

contracting cost of US$186 billion. Strategically speaking, the 

cuts in PEMEX’s budget represent an obstruction in reducing 

the country’s economic dependence on oil exports. 

PRIVATE SECTOR TAKES THE STRAIN

One of the initiatives that is positioned to transform the 

downstream landscape in Mexico is Etileno XXI. This 
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petrochemical project is the most ambitious of its kind in the 

Americas. Underinvestment in petrochemical infrastructure 

over the last 20 years has marginalized Mexico’s 

petrochemical capabilities, but this US$4.5 billion project 

owned by Braskem-Idesa has the potential to reactivate the 

industry. Etileno XXI consists of the development, design, 

financing, construction, operation, and maintenance of 

an ethane cracker and three polyethylene plants being 

installed in Coatzacoalcos, Veracruz. The project is now 

on the verge of completion and is expected to be fully 

concluded in the last quarter of 2015. “Etileno XXI is a 

project of great importance to Mexico, not only to bolster 

the petrochemical industry in the country, but also for job 

creation and its impact on the trade balance,” says Roberto 

Bischoff, Director General of Braskem-Idesa. 

The project will allow Mexico to replace high and low 

density polyethylene imports to the tune of US$1.5 billion 

a year, partially satisfying the national demand with 

competitive domestic products. Etileno XXI is estimated to 

cover approximately 40% of total imports of polyethylene. 

It will also generate added value since it will take advantage 

of ethane as a petrochemical feedstock instead of being 

used only as a fuel. The construction of the three plants 

in Coatzacoalcos represents the largest investment in the 

petrochemical industry in North America in the last ten 

years. It is the largest ongoing petrochemical project in Latin 

America and the largest investment a Brazilian company 

has ever made in Mexico. Etileno XXI will undoubtedly 

help develop a modern Mexican petrochemical industry. 

PEMEX also has a stake in this project, as it is the only 

supplier in Mexico that can actually provide the amounts 

of ethane Etileno XXI requires to operate. At a time when 

the dominance of PEMEX is dwindling, the opening of 

Etileno XXI provides a concrete example of a future where 

private sector investments in the downstream segment 

can successfully create a sizeable market niche.

CONTRACTED PEMEX PROJECTS TO BE DEFERRED

iMPROVEMENT IN THE QUALITY OF CLEAR, ULTRA-LOW SULFUR FUELS FOR DIESEL

REFINERY AMMOUNT
(million pesos) CONTRACTOR

Madero 11,060 ICA Fluor Daniel

Minatitlán 8,517 Técnicas Reunidas S.A.

Salamanca 5,386 Samsung Engineering

Salina Cruz 8,759 Foster Wheeler USA

Tula 8,400 ACS/Dragados/Cobra

USE OF RESIDUAL MATERIALS IN TULA

REFINERY AMMOUNT
(million pesos) CONTRACTOR

Tula 20,100 Odebrecht, ICA Flúor y Tapia Construcciones

TOTAL 62,221

PROJECTS WITH PENDIING CONTRACTS

REFINERY AMMOUNT
(million pesos)

Salamanca 68,400

Salina Cruz 68,400

Tula 49,650

TOTAL 186,450
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| PORT SPOTLIGHT

PORT OF COATZACOALCOS EXPANSION

As a hub for the petrochemicals industry, the state of 

Veracruz is a keystone in the country’s economic activity. In 

fact, 85% of all petrochemical products made in the country 

come from this state. Veracruz’s industrial sector stands 

ready to receive ever more domestic and foreign capital, 

highlighting the importance of investing in the expansion 

and improvement of necessary infrastructure. The Port of 

Coatzacoalcos is a good example of this as it is the largest 

port on the Mexican side of the Gulf of Mexico, the third 

largest in the country, and the most important national port 

in terms of bulk cargo. Guillermo Ruiz de Teresa, General 

Coordinator of Ports and Marine Commerce at the Ministry 

of Communications and Transport, states that investing in 

ports on the Gulf is crucial as this is where the first effects 

of the Energy Reform will be felt. Now that the private 

sector is allowed to participate in the basic petrochemicals 

industry, a significant increase in the production of natural 

gas, methane, and naphtha for secondary petrochemicals is 

expected around Coatzacoalcos, which should be followed 

closely by new investments. The ball is already rolling, 

as proven with Etileno XXI, the biggest petrochemical 

complex in Latin America, which consists of an ethanol 

cracker and three polyethylene plants. With a total 

investment of US$4.4 billion, this complex represents the 

largest private investment in Mexico in the past decade. 

As part of the modernizing efforts included in the 

National Development Plan, and in order to address the 

country’s growing commercial and industrial activities, 

the Port of Coatzacoalcos has been undergoing a massive 

infrastructure expansion. Some of the works include the 

improvement of an open space storage yard, the expansion 

of a parking lot with the capacity to host 130 trailers, the 

paving of 43,000m2 to expand the port onto the Laguna 

de Pajaritos, and the construction of a floating dock for 

the revision of minor ships. The port will invest close to 

MX$330 million in expanding its docks, with the longest 

one being expanded from 270m to 665m,  which will allow 

the arrival of ships with far larger drafts. The trailer yard 

alone received an investment of MX$6.5 million. 

The construction of Etileno XXI was partly possible 

due to the expansion of the Port of Coatzacoalcos. 

In 2013, over 10,000 tonnes of machinery arrived 

through this port, including reactors, tanks, towers, 

and other oversized equipment intended for the most 

important petrochemical developments in the region. 

The development of Etileno XXI has demonstrated API 

Coatzacoalcos’ operative efficiency, as well as its ability to 

handle incredibly large cargo. Roberto Bischoff, Director 

General of Braskem Idesa, and the owner of Etileno XXI, 

says that the next step is to improve roads and railroads 

around Coatzacoalcos. Many of Etileno XXI’s raw materials 

arrive either through the port or by pipeline, but plenty 

of finished products will need to be moved out. Braskem 

Idesa foresees 50-60% of these goods being transported 

using railroads and the rest moving by truck. However, 

for this to happen, infrastructure expansion at the port is 

not enough. These projects are part of the Trans-Isthmic 

Corridor that will connect Coatzacoalcos with Salina Cruz 

in Oaxaca. This route greatly reduces the time and cost of 

shipping goods from the Atlantic to the Pacific and vice-

versa. In the longer term, the Trans-Isthmic Corridor will 

be the home of at least five industrial parks, becoming a 

regional cluster for industries such as the energy sector. 

On a smaller scale, there are also plans to build roads 

that connect the Port of Coatzacoalcos with the nearby 

industrial areas in order to decrease the distance and 

transportation times of shipped goods. 
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THE NATIONAL REFINERY SYSTEM
PEMEX owns and operates six refineries in Cadereyta, Madero, Minatitlán, Salamanca, Salina Cruz and Tula in Mexico, and is 

the joint venture partner of Shell at the Deer Park refinery in the US. During 2014, PEMEX’s six Mexican refineries processed 

1,155,000b/d of crude oil, which in total consisted of 658,000b/d of Olmeca and Isthmus crude oil and 497,000b/d of Maya 

crude oil. PEMEX converts this crude oil into gasoline, jet fuel, diesel, fuel oil, asphalts and lubricants, and also distributes and 

markets most of these products throughout Mexico. At the end of 2014, PEMEX’s atmospheric distillation refining capacity 

reached 1,602 thousand barrels per day. In 2014, PEMEX produced 1,206,000b/d of refined products as compared to 

1,276,000b/d in 2013. The 5.5% decrease in refined products production was primarily due to a 5.5% decrease in the volume 

of crude oil supplied by producing fields, which, in turn, resulted from the 3.7% decrease in crude oil production in 2014.

SALINA CRUZ

Located on the southern Pacific coast of the Isthmus of Tehuantepec, in the state of Oaxaca, the Salina Cruz Refinery 

(also known as the Antonio Dovalí Jaime Refinery) possesses a processing capacity of 330,000b/d. The refinery provides 

combustibles to the entire southern region of Mexico. The refinery processed an approximate average of 270,000b/d in 

2014, which represented 95.6% of its 2013 processing average of 282,400b/d.

SALAMANCA

The Salamanca Refinery, located in the central state of Guanajuato and also known as the Ing. Antonio M. Amor Refinery, 

supplies the center and east of Mexico with refined products based on its processing capacity of 245,000b/d. A refinery 

upgrade project was started in 2012, which will increase its capacity to refine heavy crude, and is expected to be finished 

by 2015. The refinery processed an approximate average of 171,000b/d in 2014, which represented a 12.1% decrease from 

its 2013 processing average of 194,500b/d. 

TULA

Located approximately north of Mexico City in the state of Hidalgo, the Tula or Miguel Hidalgo refinery is the main supplier 

of fuel to Mexico’s capital. It currently possesses a processing capacity of 315,000 b/d, although that capacity is scheduled 

to increase in years to come. The refinery processed an approximate average of 255,000b/d in 2014, which represents a 

3.7% increase when compared the 245,800b/d processing average in 2013.

CADEREYTA

The Cadereyta Refinery, also known as the Ing. Héctor R. Lara Sosa Refinery, is located in the northern state of Nuevo Leon 

and is responsible for supplying fuel to the north of Mexico. The refinery currently has a capacity of around 275,000 b/d 

of crude according to PEMEX figures. The refinery processed an average of 181,000b/d in 2014, which represented 94.7% 

of its 2013 processing average of 188,800b/d.

CIUDAD MADERO

The Ciudad Madero Refinery, otherwise known as the Francisco I. Madero Refinery, is located in the northern state of 

Tamaulipas and is responsible for supplying fuel to the central and Gulf regions of Mexico. The Madero refinery currently 

has a processing capacity of around 190,000b/d of crude oil. The refinery processed an approximate average of 111,000b/d 

in 2014, which represents a 14.5% decrease when compared the 129,800b/d processing average in 2013.

MINATITLÁN

Located in the state of Veracruz, the Minatitlán or General Lázaro Cárdenas Refinery, supplies the south of the country 

and the Yucatán Peninsula. It has a processing capacity of 185,000 b/d. The refinery processed an approximate average of 

167,000b/d in 2014, which represented a 8.6% decrease over its 2013 processing average of 182,800b/d.

DEER PARK

Since 1993, through its subsidiary company PMI Norteamérica, PEMEX has participated in a limited partnership with Shell in 

the Deer Park refinery in Texas, which has a processing capacity of 340,000b/d. Under the Deer Park Limited Partnership 

agreement, both parties provide 50% of the refinery’s crude oil input and own 50% of the refinery’s output. 
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EPC COMPANY STRENGTHENS  
ITS OPERATIONAL SCOPE 
For Amec Foster Wheeler, the past year has presented 

some critical changes that have opened the door for 

future opportunities. According to Sergio Saldivar, General 

Manager Mexico of Amec Foster Wheeler, the acquisition 

of the Mexican engineering and project management firm 

NorthAm Engineering in June 2013 could not have come 

at a better time. “Our business was primarily focused on 

engineering but we are now a full EPC contractor,” he 

shares. Since then, Amec completed the takeover of Foster 

Wheeler which resulted in the creation of Amec Foster 

Wheeler, a technology-driven company that has carried 

out a large number of reconfiguration projects for PEMEX. 

Like most companies, Amec Foster Wheeler is now 

examining the areas of opportunity brought about by the 

Energy Reform. “The spectrum is huge and we are well 

aware that we cannot tackle everything, so we decided to 

focus on our strengths,” tells Saldivar. While his company 

is keen to continue executing engineering projects in the 

upstream segment, there has been little activity from PEMEX 

in this area. This is due, in part, to the productive enterprise 

of the state still waiting for the results of the contracting 

rounds, as well as for the precise budget to be announced. 

“Even though we are still interested in participating in 

Mexico’s upstream market, 90% of our current backlog is 

related to downstream where we are working on four out 

of our six main projects,” details Saldivar. Amec Foster 

Wheeler is carrying out engineering work for Cobra Energy 

at Cadereyta and EPC at Salina Cruz, and is supervising at 

Madera and Salamanca, which highlights the company’s 

current focus on the downstream segment. “We have 

always told PEMEX that we are here for the long run,” states 

Saldivar. “We are now really materializing this ambition, 

since these projects last three or four years each.”

Amec Foster Wheeler also seeks to take advantage of its 

reputation in order to enter into upstream projects with 

newcomers, as well as to leverage its business relations 

in shale and offshore activities. The company has been 

successful in US shale plays over the past three years, as 

it has worked with ConocoPhillips and other independent 

operators. The company now expects to replicate this success 

in Mexico’s shale developments. However, this interest in 

participating in Mexico’s shale development does not shake 

the company’s continued focus on offshore activities, such 

as deepwater projects. “The fact that we already have 

collaboration agreements with the international players 

that are entering the industry and making investments 

over the coming years, gives us an advantage over other 

companies,” asserts Saldivar. To successfully execute 

Amec Foster Wheeler’s planned projects, Saldivar says the 

company is adapting its human resources, infrastructure, 

and systems to cater to the different league in which it is 

now playing. The company plans to grow its team from 500 

people to well over 1,000 in Mexico. This will not be easy, 

but, if done properly, Saldivar is certain that it will enhance 

trust among investors and clients. The company has already 

been looking as far afield as Houston and Venezuela to 

capture professionals, but, in Saldivar’s experience, finding 

engineers and technical professionals has proved to be a 

continuous struggle. “PEMEX awarded over US$7.5 billion 

in contracts in the Mexican downstream market in just 

two months during early 2015. These projects will require 

ongoing engineering efforts for up to 24 consecutive 

months, which translates into a huge number of man hours 

that need to be covered,” he explains.

The recent slowdown in the development of the Mexican 

oil and gas industry has bought Amec Foster Wheeler 

some time. Even once the fields tendered in Round One are 

assigned, there will be a considerable amount of time before 

the chosen operators start to fully need the company’s 

services. “By that point, the downstream contracts we have 

with PEMEX will be winding down, which will enable us to 

use our skilled workforce to take on upstream projects. By 

combining the capabilities of Amec and Foster Wheeler to 

serve the oil and gas industry, our competitors might be in 

for a big surprise,” says Saldivar. These opportunities lead 

Saldivar to a firm belief that the face of Amec Foster Wheeler 

will be completely different by 2016. “The company will be 

well on its way to becoming one of the top EPC contractors 

in the Mexican oil and gas industry by then,” he states. Once 

this objective is attained, Amec Foster Wheeler is planning 

to expand to South and Central America, while also looking 

for opportunities in sectors outside the oil and gas industry.
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“By combining the capabilities of Amec and Foster Wheeler 

to serve the oil and gas industry, our competitors might be in 

for a big surprise”

Sergio Saldivar, General Manager Mexico of Amec Foster Wheeler
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will have approximately 47% market share in the Americas, 

but we are still seeking to grow that. Evidently, within the 

region, Mexico is a significant prospect for growth with a 

wealth of opportunities. We are anticipating huge growth 

and we need to manage that accordingly, because large 

growth implies serious risks.

Q: How will you deal with the challenge of obtaining the 

right human capital fast enough while connecting it with 

your international expertise and best practices?  

A: With respect to human resources, our absolute intent 

is to make the local human capital an integral part of our 

global network. A lot is already being done. PEMEX’s 

refining projects are a great example of that since four 

Foster Wheeler offices have been involved in delivering the 

needed expertise for these projects. This is an example of 

how we will integrate our capabilities and areas of expertise. 

To be successful, we need to bring in our expertise at the 

optimum price. To do that in Mexico will mean a lot of 

networking but also growing our employee base and local 

expertise. The way to find the right people is to provide 

the right opportunities, which is precisely what we intend 

to do. A few years ago, AMEC studied the reasons that 

drove people to work for us. The most important aspects 

were how they felt in the environment they worked in, the 

type of exciting projects they were part of, the clients they 

worked with, and, most importantly, career development 

opportunities.  Based on this, we opened an academy that 

has already trained 20,000 people. 

Q: In what segment of the oil and gas industry do you see 

the greatest opportunities in the near future?  

A: We are a diversified company, but over 55-60% of 

our business comes from the oil and gas industry, which 

represents our core business. When the mining and 

electricity markets pick up, we may well venture there, but 

we will need more time to do so. Given our success with 

refineries, I imagine that we will see operations continuing 

in that aspect, while the upstream sector will play an 

increasingly important role in our portfolio over time. One 

of our founding principles is to become a trusted long-

term partner for our customers; something which I hope 

they all say about AMEC Foster Wheeler. 

Q: What complementarities between Amec and Foster 

Wheeler make this a compelling combination?  

A: It proved to be a compelling combination as Amec is 

predominantly focused on offshore engineering project 

management, while Foster Wheeler focuses primarily 

on downstream activities and is now moving into the 

midstream segment. By coming together, we have 

acquired the capabilities to deliver projects right across 

the production system all the way to refined chemicals. 

This was the key interest, as we saw increasing customer 

demand for more integrated activities across the oil and 

gas chain. A secondary reason was to expand our scope, 

because we believe that scale matters wherever we are 

in the world. Bringing together 40,000 people allows us 

to provide expertise and knowledge to our customers no 

matter where they are. The combination works well, despite 

the fact that both companies have a slightly different 

customer base. Amec works primarily with international 

companies, while Foster Wheeler has a different variety of 

clients. Another relevant aspect is that technology will be 

increasingly important in the future, and Foster Wheeler is 

a leading institution in this sector. Our clients on both sides 

should expect the same services as they received before, 

but they should also anticipate more opportunities for us 

to apply a greater breadth of skills while maintaining the 

exact same focus on excellence and customer satisfaction. 

Even though the company has a new name, our values and 

heritage are the same. We make sure that the highest safety 

standards are met, that we operate with high integrity, and 

that we deliver on our promises. Beyond this, our intent is to 

provide technical and project excellence. We know we have 

set high expectations and we will deliver on them.

Q: Historically, neither company has had a strong presence 

in Mexico, so what role will Mexico play in your Americas 

strategy and in the bigger picture?  

A: We believe that this association places us in the top 

echelon of consultancy, engineering, project management, 

operations and construction services, and project delivery 

companies, which is where we want to compete. We also 

want to compete in delivering total projects while helping 

our customers in this area. The Americas have been very 

strong for both of these segments. With Foster Wheeler, we 

| VIEW FROM THE TOP

DELIVERING PROJECTS 
ACROSS THE OIL AND GAS 
VALUE CHAIN 
SIMON NAYLOR 
Group President Americas of Amec Foster Wheeler
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A: Oil prices have two effects. On the one side, they reduce 

the final price of new products because companies that 

use liquid raw materials have lower production costs, 

which drive prices down. At the same time, our own raw 

material costs have gone down, meaning our final margins 

have not varied significantly. Overall, the drop in the oil 

price has slightly reduced our margins but without any 

real impact. On the other side, it has had a positive impact 

by depressing the cost of final goods by redistributing 

the margins along the value chain. The current context is 

seriously affecting oil companies, but it is not necessarily 

affecting the general business climate. In fact, many 

economies have benefited from cheaper energy and related 

products. The reduction in energy prices, therefore, might 

reduce a product’s absolute value but not necessarily the 

margins drawn from it.

Q: Will the complications that Petrobras is experiencing in 

Brazil impact Braskem’s production in that country? 

A: Not necessarily. What is happening to Petrobras is 

probably affecting its future rate of investment, not its 

current rate of production. In the long-term, Braskem 

Brazil could have fewer raw materials available for new 

projects, so some investment plans in Brazil could be 

delayed. In Mexico, Petrobras’ situation is not a factor. 

The raw materials we count on in Mexico already exist. In 

parallel to our investment, PEMEX is investing in upgrading 

its separation facilities, which will enable the company to 

extract more ethane from natural gas in order to supply us. 

Q: How will your relationship with PEMEX change now 

that it will be both a supplier and a competitor? 

A: Different PEMEX subsidiaries will supply and compete 

with us. PEMEX Petrochemicals will be a competitor on 

the polyethylene side, while PEMEX Gas will be a supplier 

on the gas side. Furthermore, there is no abundant 

product overlap between our portfolio and that of 

PEMEX Petrochemicals. 50% of PEMEX Petrochemicals’ 

production is linear polyethylene, which Braskem Idesa 

does not produce. Imports are our real competition, not 

PEMEX Petrochemicals. Mexico has a demand of around 2 

million tonnes of polyethylene, of which PEMEX produces 

600,000 tonnes. This leaves a deficit of about 1.4 million 

Q: What still needs to be done before Etileno XXI will be 

completed?    

A: The Etileno XXI project is entering its final stage. 

Operations are now scheduled to start in the last quarter 

of 2015, which constitutes a very minor and acceptable 

delay on a 65-month project. We are very excited as this 

is the biggest private investment in Mexico in almost a 

decade, and the first of the new wave of petrochemical 

plants planned for the Americas. The shale gas revolution 

in the US has meant that there are new sources of raw 

materials available, namely natural gas or ethane, which 

has motivated the industry to generate new complexes. 

Braskem Idesa’s project was designed to be finished in 

2015, which has proved to be an excellent timeline. We are 

entering the petrochemical market when it is still relatively 

tight, without significant excess volumes being available 

and with very competitive raw materials. This means we will 

be ahead of new projects for roughly two years, since most 

such projects will not be ready until 2017 at the earliest. In 

parallel to the construction of Etileno XXI, we have been 

busy with the premarketing of polyethylene for over 18 

months. Our objectives are to build a reputation with the 

market players and to learn their technical, commercial, 

and logistical issues before we start operations.    

Q: Do you see most of Etileno XXI’s production staying 

within Mexico or being directed abroad?  

A: We have a plan to secure an important initial market 

share within Mexico after one year. Obviously, we cannot 

dump hundreds of thousands of tonnes a year into the 

market so suddenly, which means our pre-marketing 

objectives are to get the domestic market ready for 

our arrival. We would like to have at least 50% of our 

production in the first year sold on the Mexican market and 

the other half exported to the US, Europe, South America, 

and Asia. Over the next three to five years, we should be 

growing our market share here and reducing our exports. 

We feel confident that we will sell between 50-70% of our 

production in Mexico within that timeframe. 

Q: With oil and gas prices still low, what are the major 

challenges that you might have to overcome to reach a 

50% market share in Mexico?     

| VIEW FROM THE TOP

LANDMARK 
PETROCHEMICAL PLANT 
FINALLY READY 
ROBERTO BISCHOFF  
Director General of Braskem Idesa 
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tonnes, 1 million of which will be produced by us. Our 

capacity alone is not enough to cover the full deficit, so 

our real competition will come from abroad. However, we 

believe that we can occupy a very important market share 

by producing locally, having good products, services, 

technical assistance, and just-in-time logistics. The vast US 

market also presents a potential alternative. Just as some 

imports will come into Mexico, there is great potential for 

us to export to the US market, especially when we consider 

volume. We might only seize 2-3% of the US demand, 

but that is still an extremely viable source of income. In 

this scenario, our potential available market increases 

significantly with North America and Latin America, as 

both are essentially made up of net importer countries.  

Q: Where would potential new sources of raw materials 

come from within Mexico?  

A: There is an imbalance within Mexico. The north does 

not have large gas production, but it is a strategic 

consumer region. The south is a large producer of oil and 

gas, exporting to other states within Mexico as well as to 

other countries. Therefore, it makes sense for the north of 

Mexico to buy as much gas as it can from the US, since 

that country’s supply is plentiful, close, and competitive. 

The pipelines that are being built by CFE to serve electrical 

stations in the north could result in a flow of natural gas 

from the north towards the south where Etileno XXI is 

based. There are also known gas reserves in which PEMEX 

has not invested because it has given priority to oil and 

because its investment capacity is limited. Once the market 

opens up, plenty of resources will finally be tapped up.

Q: How has Etileno XXI influenced the infrastructure 

expansions in Coatzacoalcos and beyond?

A: The first stage of the infrastructure expansion in the 

Port of Coatzacoalcos has been completed. Braskem Idesa 

has used all the new installations to their fullest as the port 

was the entrance point for our large equipment, including 

vast vessels. The expansions in the Port of Coatzacoalcos 

have been quite convenient for Braskem Idesa. Besides the 

port, we are looking at infrastructure concerning roads and 

railroads, which we require for moving our products. The 

raw material comes to us by pipeline, but we will have 1 

million tonnes of final products exiting our plant. We plan 

to move 50-60% of these resources by railroad and the 

rest by truck. Although there is existing infrastructure in 

the region, Braskem Idesa feels that it needs a significant 

upgrade. For instance, there is only one railroad bridge 

connecting the north of Mexico to the south by crossing 

the Coatzacoalcos River. This bridge is old and fragile but 

there is no other rail connection along a similar route. It has 

become essential to create better infrastructure in the area, 

which the government has announced as a priority. This 

would involve building the Coatzacoalcos bypass as part 

of the larger Trans-Isthmic Corridor. If you look at the map, 

there is a short distance between Salina Cruz on the Pacific 

coast and Coatzacoalcos. The road between the two is not 

very large, the rail connection is not very modern, and the 

Port of Salina Cruz does not have enough volume. There is 

now a project to upgrade the Port of Salina Cruz and the 

transportation connections by rail and road, which could 

bring a huge flow of products from the east. In comparison 

to the Panama Canal, this modernized route would save 

a few days and millions of dollars in transportation. In 

the longer term, the Trans-Isthmic Corridor will be very 

beneficial for Mexico and the companies operating in the 

region. Our current routes are not congested but they 

could represent an externality at some point. 

Q: What are the EPC challenges that still need to be 

overcome for the completion of Etileno XXI? 

A: In January 2015, we reached 90% completion of the 

construction with roughly 17,000 people working on site. 

We will keep this number of staff for a couple of months 

and then start scaling down. We have already completed 

very important parts of the construction. For instance, our 

electrical substation was turned on in November 2014, so we 

are receiving electricity from CFE. From March to October 

2015, we will conclude and pre-commission many systems, 

starting with water, steam, and all systems that are relevant 

for the cleaning of the plant. Essentially, as we conclude 

one system, we continue to advance the construction of the 

others. We are now finishing most of the mechanics and 

starting the electrical and instrumentation activities. In July, 

we will start testing the process units with gas, solvents, and 

hydrocarbons. By the end of September, everything will be 

ready for production to start in November. It will become 

increasingly relevant in the next few months to follow up 

on the pre-commissioning and commissioning activities, 

implying the need to test, clean, dry, and seal equipment. 

Q: What are Braskem Idesa’s plans after Etileno XXI is 

completed?    

A: Our foremost objective is to conclude the construction 

and the commissioning of Etileno XXI on schedule, on 

cost, and according to our safety requirements. The next 

goal is to start producing with quality and occupy the 

space that we believe we can fill in the local and export 

markets. Parallel to that, we are looking to generate cash 

and prepare to develop new opportunities. We believe 

that there are very interesting opportunities in Mexico 

within the actual framework of existing raw materials. If 

everything goes well, we will be ready to make new large 

investments in two to three years.  
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PETROCHEMICALS LEADER 
EVOLVING BEYOND ETILENO XXI
Closely nestled to the bustling city of Coatzacoalcos 

lies Nanchital, a once sleepy town that has opened its 

doors to the petrochemical industry, heralding an age 

of economic prosperity and development. One of the 

driving forces behind this radical transformation was the 

joint venture between Mexico’s largest chemical products 

distributor, Grupo Idesa, and Brazilian company, Braskem. 

This JV resulted in Etileno XXI: a mammoth petrochemical 

plant which is expected to begin operations by the 

fourth quarter of 2015. José Luis Uriegas, the ambitious 

CEO of Grupo Idesa, is keen to detail the development 

process at Etileno XXI, recalling the huge challenge of 

commencing the project within a limited timeframe. “We 

began preparing the greenfield site in 2011, with no on-

site infrastructure to rely on. Even though we had the raw 

materials and the basic infrastructure nearby, bringing all 

of the necessary products and services to our project site 

was not easy. It took us about one year to finish this step in 

order to move on to the EPC.” Currently, engineering at the 

site stands at 98% completion, with procurement at 92%, 

but construction is rapidly moving ahead. For the latter 

phase, Technip is helping to build the ethane cracker while 

Odebrecht and ICA Fluor are in charge of the construction 

of the entire petrochemical complex. “At the moment, 

there are more than 14,000 people working together in 

more than 100 different taskforces across the project. All 

are very keen on producing more every day and pushing 

Etileno XXI forward,” Uriegas explains. 

Producing petrochemical products requires feedstock, so 

for Etileno XXI to produce ethylene and polyethylene, the 

key ingredient is ethane. In this regard, Uriegas is quick to 

underline the importance of feedstock availability in Mexico 

and says that Grupo Idesa will certainly push for a greater 

domestic ethane supply. “In the very short term, the best way 

to have more feedstock would be to extract more ethane 

from natural gas that is burned as fuel,” he says. This is already 

being done in Mexico, as ethane and some other liquids are 

extracted from methane or wet natural gas. However, as 

Mexico needs more feedstock, the use of this process may 

well increase. Ethane extraction is incredibly relevant since, 

instead of being flared, it can be directly provided to the 

petrochemical industry. “Mexico has a deficit of more than 1 

billion tonnes of polyethylene products, so demand is strong, 

both here and in the neighboring US market,” says Uriegas. 

Overall, Etileno XXI is preparing itself to be at about 85-95% 

capacity by the end of 2016, and expects to be producing at 

full capacity in 2017, yielding 1.05 million tonnes of ethylene 

and polyethylene. Placing the development phase of Etileno 

XXI within the context of the conditions of the petrochemical 

industry in North America, Uriegas is certain that the project 

will have a momentous advantage. “One key factor for 

our project is that most of the other crackers that will be 

developed in the region have already been revealed. There are 

several of them in the Gulf Coast of Mexico and some others 

spread throughout the US. However, I do not think that any of 

them will be producing before 2017.” That is a strong lead for 

Grupo Idesa, where being one or two years ahead is highly 

convenient in terms of positioning the company in a market. 

Evidently proud of the feat achieved at Etileno XXI, Uriegas 

also points out the support from the project’s stockholders, 

which has boosted Grupo Idesa’s image in the international 

investment community. At the end of 2013, the company 

issued a private bond for US$300 million with a seven 

year maturity underwritten by Morgan Stanley, HSBC, and 

Scotiabank. “When a company is in the development process 

before production, revenue is not guaranteed, and it is not that 

easy to attain such a level of financing. We’re happy to see that 

the investors have a good perception of Grupo Idesa’s future 

and Mexico’s petrochemical sector,” comments Uriegas.

Regardless of Grupo Idesa’s success at Etileno XXI, the 

company is hungry for more. Through its distribution 

division, Alveg, and its logistics subsidiary, Excellence, 

the company is seeking work beyond the scope of 

supplying petrochemical products. “Our core business is 

petrochemicals, but we also contemplate the possibility 

of the transportation and storage of different fuels and 

hydrocarbons,” Uriegas explains. Now that the country’s 

hydrocarbon industry is being liberalized, the company has 

spotted an opportunity in the storage and transportation 

of fuel to different parts of the country. “Mexico currently 

lacks good infrastructure for this purpose, so there is room 

for opportunity for our two other divisions: logistics and 

distribution. We are excited to see how we can seize these 

“As of today there is no other company in Mexico that is pushing 

forward two projects simultaneously in the petrochemicals 

sector. We will continue to be very committed to this sector and 

we see interesting opportunities in the following years”

José Luis Uriegas, CEO of Grupo Idesa
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| PETROCHEMICAL SPOTLIGHT

PEMEX manufactures different petrochemical products, 

including methane derivatives, ethane derivatives, 

aromatics and their derivatives, the propylene chain 

and its derivatives, the petroleum derivatives chain, and 

other products such as oxygen, nitrogen and pentanes. 

During 2014, PEMEX Petrochemicals’ total annual 

production, excluding ethane and butane gases, 

decreased by 1.4% in 2014, from 7,339,000 tonnes 

in 2013 to 7,238,000 tonnes in 2014. This decrease 

is primarily explained by a decrease in production 

of 143,000 tonnes in the ethane derivatives chain, 

which was mainly due to the the divestment of the 

vinyl chloride and ethylene plants at the Pajaritos 

petrochemical complex to the joint venture between 

PEMEX Petrochemicals and Petroquímica Mexicana de 

Vinilo, on September 12, 2013. In addition, production 

of high and low density polyethylene decreased as a 

result of unscheduled shutdowns. This decrease is also 

explained by a 71,000-tonne decrease in production in 

the methane derivatives chain, particularly of ammonia, 

due to operational problems, repairs, and obsolete 

plants, as well as a decrease in the carbon dioxide 

output as a result of a decline in demand for urea. 

Finally, the 100,000 tonnes decrease in production of 

other petrochemicals was mainly caused by a decrease 

in production of amorphous gasoline and sulfur.
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opportunities with specific solutions and possibilities for 

storage in ports or close to large cities,” he adds. 

Two other developments factor into Grupo Idesa’s 

portfolio and will likely increase the company’s share 

of the petrochemicals market in the near future. The 

first involves a very different project from Etileno XXI 

in terms of scale, which is a joint venture between 

Grupo Idesa and Evonik, also known as CyPlus-Idesa. 

The project began as a 50-50 joint venture to produce 

40,000 tonnes of sodium cyanide, a very important 

component for the mining industry to separate silver 

and gold from native rock. The raw materials for this 

project are natural gas and one of its side products, 

ammonia. “Natural gas availability has allowed us to 

push this project through successfully. Before the end 

of next year, the Los Ramones pipeline will bring natural 

gas from the north and other pipelines, which are still 

under construction, will give Mexico the natural gas 

availability to develop several downstream industries.” 

As a result, Evonik decided that Mexico was a convenient 

location to build a project of this type. “We are going 

ahead with the best technology that we can get from 

our partner. We feel that this project is yet another way 

of growing Grupo Idesa by utilizing hydrocarbons and 

different raw materials,” Uriegas points out. Returning 

to petrochemicals, Uriegas predicts plentiful growth 

in ethane derivatives. “In comparison to other regions, 

North America will be very rich in ethane within ten to 

20 years, representing a fundamental advantage for us 

as a key player in this region.” 
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REFORM TRICKLES DOWN TO 
PETROCHEMICAL SECTOR 

Although the restructure of 

the NOC is not yet complete, 

PEMEX is establishing a 

new relationship with the 

market, giving most players 

in the oil and gas sector an 

idea of the direction the oil 

company will take in the 

wake of the Energy Reform. 

PEMEX, just as any other 

oil company in the world, 

requires many chemicals to extract oil. Grupo Petroquímico 

Beta specializes in ethylene oxide and propylene oxide and 

is developing technologies to replace the many imports that 

enter Mexico. “We are looking at the products being imported 

and deciding which technologies we are going to develop and 

which existing technologies we are going to use,” says Raúl Baz 

Harvill, CEO of Grupo Petroquímico Beta. He identifies adapting 

to new circumstances as the first challenge the petrochemical 

industry faces today in Mexico. One of the necessary steps to 

address this challenge is to enable the creation of Mexican 

suppliers of petrochemical commodities. Baz Harvill points 

to the example of Alpek, a Mexican multinational corporation 

that produces PET, an important polyester in the oil and gas 

industry. Most of Alpek’s competitors are foreign companies 

that have their own technology, posing a significant challenge 

to the national industry which must develop the right 

technology to catch up. For Baz Harvill, stepping up to this 

challenge will not depend on the size of a company but on 

making the right R&D decisions. As a company that invests 

around 5% of its revenues in R&D, Grupo Petroquímico Beta 

is ready to assume the challenge. For example, one of Grupo 

Petroquímica Beta’s most important applications is used 

in cementing, a process which involves building a concrete 

tube around the well. The challenge lies in injecting the 

cement slurry down to the depths reached by wells. To help 

in this process, hydroxyethyl cellulose can be used to help the 

cement solidify once it reaches the targeted depth. “We have 

concentrated on the application of hydroxyethyl cellulose and 

our products provide a significant technological advantage, 

as they can reach greater depth,” explains Baz Harvill, adding 

that the development of hydroxyethyl cellulose in Mexico is 

going very well. 

The success of Grupo Petroquímica Beta’s growth has 

largely mirrored national demand, with Alpek also leading 

the way. “The market is in the process of consolidation 

under one central player, Alpek. Once it fully consolidates, 

we will be indirect exporters. We will sell to Alpek and then 

this company will ship our products to places it deems 

convenient. I expect 40% of our production to go down this 

path,” comments Baz Harvill. Currently, Grupo Petroquímica 

Beta exports around 25% of its production, with 90% of those 

exports consisting of ethoxylated products. Furthermore, 

the group has begun exporting light hydrocarbons and 

Baz Harvill expects his firm to consolidate in some South 
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Raúl Baz Harvill, 
CEO of Grupo Petroquímico Beta
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American markets. “We are the only manufacturers of light 

hydrocarbons in Latin America, so we do expect our export 

market to continue growing.” 

While the Energy Reform will benefit many, Baz Harvill 

stresses that it was not designed to directly favor the 

petrochemical industry, but it will generate important 

demand for petrochemical products and services. 

“Petrochemistry’s role in the oil and gas sector is to 

support larger processes. Pipes need friction eliminators 

and antioxidants because water extracted with the oil 

eventually causes the pipes to rust,” he explains. The rise 

in demand for such services is sure to benefit the company. 

However, Baz Harvill is concerned that the plans for national 

content requirements might end up hurting Mexican 

companies. “I believe we should start with a low national 

content requirement that will gradually increase in response 

to the market. Look at Brazil, where a national content 

percentage was established in advance and this resulted in 

lower quality integration.” This is linked to one of the CEO’s 

major concerns. If the national oil and gas sector wants to 

be truly integrated, Mexico’s petrochemical industry must 

be strengthened; otherwise, the country will maintain its 

dependence on imported products. However, a lack of raw 

materials in Mexico may make companies question the 

value of making petrochemical investments in the country, 

although Etileno XXI should begin to compensate for this in 

years to come. “There are two principles that are usually valid 

when companies are deciding on whether to make such an 

investment; either the potential site is close to raw materials 

or it is close to the market. In the case of petrochemicals, it 

is more valuable to be close to the raw materials, as the final 

products can travel fairly easily. Therefore, we expect the 

Energy Reform to help improve access to raw materials for 

private companies,” says Baz Harvill. 

The two main petrochemicals that support the 

development of the oil and gas industry are ethylene 

oxide and propylene oxide. Ethylene oxide is made with 

ethylene, which traditionally comes from ethane. PEMEX 

has ethylene oxide plants but there are no propylene oxide 

plants in Mexico. “Etileno XXI is basically exhausting the 

capability of the southern region of Mexico to produce 

ethane,” comments Baz Harvill. “To build a plant with the 

capacity to produce 300,000 tonnes of ethylene oxide 

requires 240,000 tonnes of ethane, which is very hard to 

obtain.” A possible solution for this lack of raw materials 

could come from new technologies that allow producers 

to build an ethane plant with a steady gas supply and 

convert methanol to olefins. “It would be desirable for 

someone to come to Mexico and install these technologies, 

as that would alleviate the supply side of the process.” The 

expansion of the pipeline system throughout Mexico will 

allow petrochemical companies to consider more sites 

to build their plants. Despite these potential challenges, 

Grupo Petroquímica Beta enjoys the benefit of having an 

established name in the petrochemical industry. In addition 

to having a higher level of specialization for hydroxyethyl 

cellulose, the company is looking at future opportunities 

related to Mexico’s shale resources. “The development 

of shale gas requires crucial infrastructure which is much 

more complicated than just drilling a well and extracting 

the gas. There is a great deal of infrastructure for the 

extraction of oil in Mexico, but the same cannot be said 

about shale gas,” says Baz Harvill, explaining that this will 

become a priority for Grupo Petroquímica Beta. 
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MAJOR STREAMLINING OF 
DOWNSTREAM PROCESSES 

Mexican engineers have 

continuously been looking 

for ways to efficiently turn 

the country’s heavy crude 

oil, which represents 54% 

of the country’s total oil 

production, into refined 

products. Relying on this 

fact, Honeywell Process 

Solutions, a pioneer 

in automation control, 

instrumentation, and services for the oil and gas sector, has 

disseminated a number of technologies for contaminant 

removal, fluid recovery, and fluid processing. All these have 

been specifically designed for the production of high-

quality gasoline and distillate fuels from heavy oil. “Most of 

the oil in the country is heavy and contains sulfur, so it is 

crucial to clean it in order to deliver high quality products,” 

explains Luis Fernando Sánchez, President of Honeywell 

México. “Our company has developed the technology to 

do that directly at the well without having to transport 

the oil, thus avoiding the risk of causing problems in the 

pipelines and valves. By solving the problem at the source, 

our solutions can improve productivity and reduce the 

total cost of the process” he adds. 

Through its subsidiary, UOP, Honeywell Process Solutions 

licenses more than 70 processes and over 300 catalysts 

to support refineries and chemical plants around the 

world. According to Sánchez, UOP was acquired by the 

US multinational in 2005, and can be credited for having 

established the foundations of today’s modern refining 

industry during the last century. As part of Honeywell’s 

Performance Materials and Technologies strategic 

business group, UOP has become the leading international 

supplier and licensor of process technology, adsorbents, 

equipment, and consulting services to the petroleum 

refining, petrochemical, and gas processing industries. 

“More than 60% of the world’s gasoline is made using 

UOP technologies. This wealth of global expertise uniquely 

positions us to be a partner of the Mexican oil and gas 

industry,” claims Sánchez. To cement this status, in early 

2014, Honeywell inaugurated a new plant in Ciudad Juarez 

with the aim of expanding its manufacturing base and 

shared services across its 12 facilities in the country. The 

new plant manufactures transmitters, controllers, water 

analytical measurement systems, and data logging systems 

for Mexico’s refineries and chemical plants. In addition, this 

plant is the only location where Honeywell’s new Smart 

Line, a series of pressure and temperature gauges, is being 

manufactured. 

Currently, Honeywell conducts refining business with PEMEX 

and a number of companies within the private sector, focusing 

on the automation of fuel distribution terminals. However, the 

Energy Reform could create new business opportunities for 

the company due to the anticipated changes in the processes 

of producing and transporting fuels. “We have products for 

controlling the processes of the downstream industry, such 

as I-MAC (Integrated Main Automation Contractor). This 

allows the operator to view all processes within the refinery 

or the industrial complex, while integrating in real time 

other systems like security, safety, and energy efficiency, in 

the same platform. This enables clients to make better and 

faster decisions,” Sánchez points out. Honeywell’s I-MAC 

approach builds upon the foundations of the traditional 

MAC by integrating a broader automaton vision in order 

to ensure operational and business readiness from the 

start of operations. The result is an integrated strategy that 

delivers safety and reliability throughout the entire life of an 

asset by transferring and protecting knowledge, reducing 

overall project risks, accelerating production schedules, 

and improving operational efficiency. This technology helps 

ease the execution of the project by defining ownership and 

responsibilities, smoothing lifecycle operations, extending the 

life of the system, and integrating the supply chain. This may 

prove to be advantageous to E&P companies because they 

only have to deal with one fully integrated and interconnected 

system. “Even more importantly is the support capability we 

provide through constant maintenance of the process, so it 

is always up to date and functioning, regardless of location,” 

Sánchez maintains. 

Given the current operational downtime at Mexico’s 

refineries, Honeywell is committed to helping its customers 

avoid counterproductive situations by implementing 

automation technologies and methodologies. A family 

of inhouse software for process design and simulation, 

known as UniSim, can be used to determine the workflow, 

equipment needs, and requirements for a particular process, 

as well as accessing the competencies of field and console 

operators to deliver optimum operational performance. This 

is of crucial importance since it allows users to optimize 

the equipment design prior to making large capital 

investments at the start of operations. The company goes 

a step further with its systems by creating steady-state and 

dynamic models for plant design, performance monitoring, 

troubleshooting and operational improvement. 

The future looks bright for Honeywell, considering that 

over 50% of its product portfolio is related to the energy 

sector, and many of those products are developed here at 

its Mexico-based manufacturing facilities. 

Luis Fernando Sánchez, 
President of Honeywell México
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largest refining projects in Mexico. Finally, we are looking 

at some specific projects dealing with catalytic units and 

revamps to increase production and profits. In the end, we 

are planning on executing about two to three projects on 

the refining side per year, so we are optimistic. Madero and 

Minatitlan will be the source of most of our projects in 2015.

Regarding petrochemicals, we are expecting opportunities 

to come from the private sector. Braskem Idesa has 

told us that for all the enthusiasm about Etileno XXI, it 

is only the beginning. Given Mexico’s current demand 

for petrochemicals, the Energy Reform will bring plenty 

of project developments in order to increase capacity 

and outputs. Etileno XXI has not started operating yet, 

but by next year it will be up and running. As a result of 

Etileno XXI’s development in the Coatzacoalcos area, we 

are forecasting that petrochemical facilities in the region 

such as Pajaritos and Cangrejera will also see significant 

projects being carried out in the near future.

Q: How much progress has been made in introducing the 

company’s DART technology to Mexico? 

A: We are already working with DART fieldbus technology 

in some projects in Mexico. The main thing about DART is 

that it was developed based on European safety regulations, 

therefore, we cannot directly bring this product to the 

Americas. We are in the process of getting the necessary 

approvals, and hopefully we will be able introduce this 

technology by the end of 2015. While this technology is 

not approved yet under American regulations, most of our 

products, including all of the ones currently being used at 

Etileno XXI, are approved, presenting a great advantage for 

Pepperl+Fuchs over many other companies.

Q: What are the main pillars of Pepperl+Fuchs’ strategy in 

Mexico for 2015? 

A: We are getting prepared to meet the upcoming growth 

in demand. We have the technology and the market 

positioning, and this year should see us grow internally 

while aiming to keep our 15% annual growth steady. Paired 

with this, we are confident that our global partners will 

enter Mexico and work together with us on new projects 

as the Reform’s effects unfold. 

Q: How would you compare the company’s business in 

Mexico from 2013 to 2014?  

A: Fortunately, our sales saw a double digit increase in 2014, 

something which has happened consistently for years. Our 

latest estimates would show that Pepperl+Fuchs grew by 15% 

in 2014, exceeding our estimates of 10% growth. The main driver 

of this growth is related to oil and gas projects, namely in the 

downstream segment. We worked with Braskem Idesa as they 

are developing their giant Etileno XXI project, we handled this 

project together with Emerson after Braskem Idesa decided 

it wanted us to be its foundation fieldbus provider. This is a 

strong project with a vast facility in Coatzacoalcos, which has 

already generated great sales for us but for which we will be 

setting up the best applications in 2015. At Etileno XXI, we 

installed human-machine interfaces, foundation fieldbus field 

barriers for industrial safety solutions, as well as solutions 

for pressurization and explosion protection needs. Etileno 

XXI was certainly our best project during 2014, as others we 

participated in were related to refinery maintenance. However, 

we expect exciting new projects to come our way in 2015. 

While we have worked with petrochemicals, the key focus of 

our activities remains refineries.

Q: What are the main opportunities that you foresee in 

the refining sector?  

A: We are currently working in Cadereyta, which should turn 

up further good opportunities. As of today, the second stage 

of its clean fuel project is being developed, concerning ultra-

low sulfur diesel. In the future, we would like to participate 

in similar projects when they are carried out at PEMEX’s five 

other refineries. Given that these projects’ engineering and 

planning is not due to be completed until the end of 2015, 

we do not expect any execution of these plans to happen 

until 2016. Another interesting project coming up is residues 

management at the Tula refinery. The development of a 

coker plant has been approved, along with its first processing 

unit. However, in order for the coker plant to work, it will 

require further processing units. ICA Fluor is working on 

the development phase of this project, and we expect an 

opportunity to arise for us there next year. Additionally, there 

are two other projects coming up in Salamanca and Salina 

Cruz that deal with residue management. I believe that these 

projects will go ahead by the end of 2015 and will be the 

| VIEW FROM THE TOP

REFINERIES GROWTH FUELS 
AUTOMATION SOLUTION 
PROVIDERS
DANIEL GUTIERREZ 
Director of Pepperl+Fuchs Mexico
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Given how many savings 

can be obtained through 

efficient processes, oilfield 

operators across the 

globe are searching for 

strategies that can help 

them optimize operations 

without the need for large 

capital expenditures. As 

seen in other extractive 

industries, one of the best 

alternatives to cut costs and enhance productivity that does 

not require heavy investment is diligent maintenance. “The 

continuous wear of processing equipment is undoubtedly 

transformed into inefficiencies that result in poor operational 

performance. If this is combined with low hydrocarbon prices, 

it can generate great economic losses for any company in 

the industry,” says Carlos García, Founding Partner and 

Director General of Turbomáquinas. According to García, 

gas and steam turbines as well as axial and centrifugal 

compressors are at the core of many oil and gas processes. 

This means it makes all the more sense for operators to 

adopt maintenance practices that enable them to guarantee 

the proper functioning of their systems. “Unfortunately, many 

companies fail to understand that every single component 

in their turbomachinery plays a crucial role in the entire 

process. The slightest failure could lead to several hours of 

reactive maintenance that can really obstruct the continuity 

of operations,” he comments. Current oil and gas platforms 

require this type of equipment to drive compressors, either to 

inject gas into a well so that the pressure can help the oil rise 

via a borehole, or to compress gas for transportation. These 

technologies are also often used to generate power for the 

platforms through steam turbines and engines. The forces 

and energies to which the turbomachinery is submitted can 

often lead to the failure of internal parts such as stamps, 

blades, impellers, and valves. Other common malfunctions 

are caused by changes in molecular hydrocarbon weight or 

variations in pressure and temperature. “If the equipment is 

not operating at its designed capacity, it can impair cost-

competitive operations in refineries, chemical processing 

plans, compression stations, and offshore platforms,” adds 

García. However, Turbomáquinas understands that such 

breakdowns cannot be avoided altogether. Therefore, it 

offers revamping services to adapt existing turbomachinery 

to newer processes, guaranteeing equal functionality as 

if the machines were originally designed to operate under 

those exact process conditions. Before conducting any 

sort of maintenance, repair, or adaptation, Turbomáquinas 

runs every piece of equipment through its Diagnostics 

Department where it is scrutinized to ensure that all anomalies 
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BIG SAVINGS FROM 
TURBOMACHINERY MAINTENANCE

are detected and corrected. “We abide by the rules of the 

American Petroleum Institute (API), and we have qualified 

technicians with over ten years of experience in techniques 

such as ultrasound, liquid penetrant, and magnetic particle 

testing. Nothing leaves our workshop unless it has been 

thoroughly examined,” García explains. 

Turbomáquinas offers a wide array of maintenance and 

repair solutions to cover virtually any need that customers 

have for their turbomachinery. Over the last 50 years, PEMEX 

has regularly knocked on Turbomáquinas’ door, requesting 

anything from the manufacturing and refurbishment of 

centrifugal compressors, to the balancing of dynamic 

equipment and the implementation and machining of spare 

parts. “We understand the importance of this equipment 

and we know what is at risk if quality standards or deadlines 

are not met. This is why Turbomáquinas is renowned for 

its experienced engineers, highly trained technicians, and 

qualified inspectors,” comments García. Nevertheless, having 

a talented workforce is just the start and García stresses that 

constant monitoring of equipment after repairs are complete 

is crucial in order to reduce the number of interventions. “If 

we can detect an error at an early stage thanks to constant 

monitoring, we can fix it before it worsens or has a knock-

on effect on other equipment and processes,” states García. 

“This attitude is precisely why, instead of having to rely on 

international markets for new equipment, PEMEX has simply 

sent its damaged technologies to Turbomáquinas.” Besides 

the obvious economic benefits of repairing equipment rather 

than purchasing new models, PEMEX has had a local supplier 

for these types of services, since repairing the more sensitive 

equipment can take over a year if performed abroad. “We can 

have all equipment up and running in less than three months. 

We have helped PEMEX understand that a throwaway 

culture is not the right approach, especially within the current 

environment,” explains García. 

Finally, the current situation of the global oil industry 

requires companies to carefully manage costs, and the 

only way to remain profitable under current oil prices is 

by maximizing the potential of existing assets. “Preventive 

maintenance has therefore become a key component 

of expenditure planning and operational management. 

PEMEX understands this as well as any other oil and 

gas company, and the fact that it trusts Turbomáquinas 

highlights the company’s skillset. We are sure that our 

experience working for one of the largest and most 

demanding oil corporations in the world will allow us 

to compete in this new market. We are prepared and 

willing to help any customers that want to optimize their 

turbomachinery,” García concludes.

Carlos García, 
Founding Partner and Director 
General of Turbomáquinas
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Q: How has Walworth fared with the increased competition 

within the Mexican valve industry?   

A: Walworth strives to deliver the best results by 

taking into account three important aspects: product 

specifications, product approval, and local content. All of 

the macro-projects that will be developed as a result of 

the post-Reform environment represent a wide spectrum 

of opportunities for us as a national valve manufacturing 

company. Nevertheless, we have still had to deal with 

competition in the valve manufacturing market in Mexico. 

This industry was overprotected for about 13 years, where 

foreign manufacturers, namely Chinese companies, had to 

pay a fee of 125% to import their products. As a result, 

national valve manufacturers were able to evolve and 

grow under protected market conditions. As of six years 

ago, this tariff was removed, but it has not been easy for 

foreign manufacturers to introduce their product line in 

the country, given the strong domestic manufacturing 

business that was created over the course of a decade. 

While we have become a local player backed by global 

operations, our greatest advantage lies in our tailored 

products that compile specific requirements by our clients 

to deliver top-of-the-line valves for their projects’ needs. 

Q: What projects will be Walworth’s main focus for 2015 

and 2016?  

A: While we have built up expertise in the upstream 

segment, our core activities still revolve around refining 

and petrochemical facilities. Working on the ultra-low 

sulfur diesel (ULSD) projects that will be carried out in 

PEMEX’s six refineries is among our top priorities for the 

coming year. These contracts have already been awarded 

to EPC contractors. All of the specifications and technical 

requirements for the valves used in these projects are met 

by Walworth’s product portfolio. Moreover, and to our 

advantage, these projects require local content levels of 

25% as prescribed by the Energy Reform. Additionally, 

the amount of valves that will be required to successfully 

develop these projects is truly significant when compared 

to other sectors of the oil and gas industry. Furthermore, 

since we participated in the Etileno XXI project, we also 

hope to participate as the leading provider of valves for 

PEMEX’s new ethylene subsidiary.

Q: How has Walworth recently expanded its expertise in 

supplying valves for the downstream segment?

A: In the downstream segment, we currently supply valves to 

all of PEMEX’s refineries and petrochemical facilities. About 

five years ago, clean fuel developments were implemented 

in each of the six refineries. 80% of the valves for these 

facilities we supplied by Walworth. Taking on new business 

with PEMEX’s E&P division allowed us to stay strong in the 

national market during a time of little to no growth for the 

downstream segment. Since most of PEMEX’s investments 

have been allocated to its upstream and hydrocarbon 

transportation activities, our involvement has allowed us to 

grow exponentially over the past 12 years. Our role in PEMEX’s 

E&P operations is outlined by a ten-year open contract 

to supply all of the valves needed on offshore platforms, 

making Walworth the NOC’s number one provider for this 

purpose. Through this contract, PEMEX is able to request our 

valves in a very short time span in order to be used offshore 

during downtimes. This forced us to begin anticipating valve 

requests from PEMEX and to build up our valve inventory 

in Mexico in order to guarantee availability. As of today, our 

inventory in Mexico adds up to US$50 million, with valves 

ranging from 0.5-48in. One of the largest valves that we have 

manufactured in Mexico, a class 600, 48-inch expanding gate 

valve, was built for the El Misterio pumping station. This is 

the largest valve ever produced for oil and gas operations in 

the country and the logistical challenges of transporting such 

10-meter high valves were unprecedented. 

Q: When considering the inherent risks of oil and gas 

projects, how is Walworth able to guarantee that its 

products meet the strictest safety requirements?   

A: Walworth will continue to enhance safety for PEMEX’s 

operations through in-situ testing. By implementing site 

acceptance tests (SATs), we are bringing added value to 

the table. Even though PEMEX has historically relied on 

factory acceptance tests (FATs), we created a specific 

division that would be exclusively dedicated to aftersales 

maintenance and to taking care of Walworth’s installed 

equipment. Given that most of the valves of large projects 

have been tailored to meet project-specific requirements, 

we service them through SATs to guarantee the integrity 

and functionality of the valves. 

| VIEW FROM THE TOP

WORLD-CLASS VALVES 
MEET STRICT DOWNSTREAM 
REQUIREMENTS 
EDUARDO DEL RIVERO 
Commercial Director of Walworth
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GASKETS AND BOLTS PRODUCED 
LOCALLY FOR REGIONAL GROWTH
Lamons, one of the largest gasket and bolt suppliers in the 

world, is opening a new plant in Mexico. The purpose of this 

new investment is to ensure a greater production capacity 

in order to supply both the Mexican and the US markets. 

Located in Reynosa, Tamaulipas, the plant will manufacture 

studs, a highly demanded product on both sides of the 

border. Mauricio Bielaz, Sales Manager for Latin America 

of Lamons, says that Mexico is attractive to companies in 

terms of production. The site of the company’s new plant 

in Reynosa will be particularly attractive, given its close 

proximity to the US border and its access to the Mexican 

and Latin American market. The country has experienced 

growth in the last three years, particularly in Lamons’ area 

of expertise. If this trend continues, Bielaz predicts that 

Mexico will become one of the most important markets for 

his company. Lamons’ new manufacturing strategy began 

with staff training in its Houston facilities, and the company 

was also expected to begin producing its spiral metallic 

gaskets early this year. Alongside these advancements, 

Lamons is looking to expand its presence in Mexico by 

participating in major events and informing people about 

its products and services, while also aiming to establish 

alliances with other companies operating in this country.

“We have the ambition to provide direct support to PEMEX 

while growing in the national market. Along the path to 

accomplishing this objective, Lamons will benefit from its 

differentiators, since the company faces little competition 

in terms of quality and services,” says Bielaz. “Furthermore, 

Lamons benefits from the fact that it has a 50% market 

share in the US, and many American companies that are 

already working with Lamons in the US will enter Mexico 

as a consequence of the Energy Reform, giving Lamons an 

important platform to grow in Mexico.” Although Lamons 

does not work directly with PEMEX as of yet, it has provided 

technical information support to IMP and occasionally assists 

PEMEX through its engineering department. The company is 

currently working with PEMEX Procurement International at 

its new base in Houston and is waiting for more changes in 

the Mexican oil and gas industry in order to devise its next 

steps. “Our objective is to operate with PEMEX in Mexico 

the same way we do with companies based in the US,” tells 

Bielaz. “Lamons’ technologies can improve productivity 

and extend the life of a rig or a well. Applying the proper 

torque or using the correct type of metal in gaskets is the 

kind of engineering support that Lamons provides. We work 

with EPCs to train people on the use of our products. In 

this manner, they can make the best of our materials and 

solutions.” Bielaz explains that EPCs often possess general 

engineering knowledge but lack specific expertise on 

sealing. For this reason, Lamons’ engineering department 

works with engineers in EPC companies to find solutions 

for challenges related to sealing. Two years ago, Lamons 

acquired a manufacturer of isolation kits providing cathodic 

protection. As a result, it developed a product called FireSafe, 

which provides cathodic protection for offshore operations. 

Additionally, the company produces studs coated in xylene, 

a component used to protect against corrosion.

In the downstream segment, Bielaz says Lamons could 

play a more active role by working closer with companies 

to enhance the performance of all aspects relating to 

gasket and studs engineering and new developments. “It 

is imperative that we transfer this knowledge because 

the use of gaskets and studs is of utmost importance 

in refineries. If gaskets are incorrectly used or applied, 

disasters can occur, which our company wants to avoid at 

all expenses,” Bielaz comments. In line with the company’s 

“Sealing Global, Servicing Local” motto, Lamons has 

offices located near refineries to provide immediate 

solutions to its customers. Bielaz says that projects drive 

the demand for a product. “For instance, the refurbishment 

and revamping of refineries in Mexico, as well as the 

construction of new gas pipelines in Mexico and the US will 

increase the demand for Lamons’ products. Maintenance 

of the brand’s tools will also play an important part in the 

demand for Lamons’ services.” Finally, Bielaz claims that 

the competitive prices of his company’s products give 

Lamons a significant market advantage. “Our products 

are necessary and the materials we provide are absolutely 

required by the industry. Whether oil prices go up or down, 

plants will not stop producing and they will always require 

maintenance.” While the first quarter of 2015 was rather 

slow, he is confident in saying that the drop in oil prices has 

not affected the company’s operations.

“The use of gaskets and studs is of utmost importance in 

refineries. If gaskets are incorrectly used or applied, disasters 

can occur, which our company wants to avoid at all expenses”

Mauricio Bielaz, Sales Manager for Latin America of Lamons
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Q: What have been the most iconic projects the company 

has been involved in?  

A: Spifil began by attending the petrochemical sector, 

providing our products and services to the Cangrejera, 

Pajaritos, and Morelos facilities. The company’s products 

have been chosen by PEMEX for its six refineries in the 

country, where we now provide assistance at any time of day 

throughout the entire year. Alongside PEMEX’s refineries, we 

also attend its petrochemical division, where we take care 

of the gas processing facilities in the country. In addition, 

our products have been consistently installed in the turbines 

mounted on marine platforms to support PEMEX’s exploration 

and production activities. We are a company that is positioned 

to provide any filtration solution that PEMEX could ever need. 

Spifil also sells products to private companies that provide 

maintenance services to PEMEX. These contractors have 

sought us out because we are well-known in the market for our 

response times. This is a determining factor in the extractive 

industries because a couple of hours of unproductivity can 

represent losses of millions of dollars. We cover the Mexican 

territory from the Burgos basin in Tamaulipas to Ciudad del 

Carmen in Campeche. We currently have over 150 people 

working for Spifil, most of them near where oil and gas activities 

take place. Despite the decrease in PEMEX’s purchasing power, 

our products are so inherent to its operations that our sales 

have not yet been truly impacted. Since filtration systems are 

vital to the functioning of its processes, PEMEX cannot afford 

to reduce its expenditure in this area. 

Q: How does your experience in other markets support 

your development in Mexico?     

A: We are expanding our operations into South America 

where Spifil is already present in Peru and Colombia. We 

also believe that Spifil is ready to serve the companies that 

will enter Mexico thanks to our experiences of working 

within the US. The way in which the American oil and gas 

industry works is very different from the Mexican situation 

since the government did not create a monopoly situation 

in the sector; instead, a real proliferation of companies 

took place. In light of this, Spifil is ready and eagerly 

waiting for the entrance of new exploration and production 

companies in Mexico, since we know that our technology 

and expertise will be a perfect match for them. 

Q: How has Spifil evolved as a manufacturer of filtering 

products? 

A: We entered this market about 25 years ago by 

manufacturing a washable stainless steel filter, which then 

led to us enter the turbine and gas filter market. During 

this time, we studied all the filtering products that were 

being commercialized, enabling us to identify the best 

designs and materials we could use to meet customer 

expectations. Even though Spifil is the only provider of 

specialized filtering solutions for the oil industry in Mexico, 

our learning experience is far from over. Our employees 

are constantly looking for the most sophisticated materials 

because these are where advances in technology often 

stem from. Most of the raw materials we use in our products 

are imported from the US and then processed by highly 

skilled Mexican hands in our facilities. In order to ensure 

that we are supplying the best products, we first make sure 

that our processes are the best. A determining factor in the 

proper elaboration of specialized filtering products is the 

machinery used to assemble their numerous components. 

Q: What differentiates Spifil from the other companies 

that are supplying the Mexican oil and gas industry?

A: We are the only company delivering a full range of filtering 

solutions for all types of applications, and that includes 

liquid gas. However, what truly makes our company unique 

is our response time, since other producers regularly take 

far longer to replace filtration systems. Spifil is proud of 

our ability to have new filters up and running in less than 

72 hours. Keeping a large stock of specialized materials 

allows us to develop tailor-made solutions and maintain 

this fast response time. Product availability is a huge 

strength of ours and has helped us to build the reputation 

we enjoy today. We have worked very hard over the years 

to position our brand as the leader in Mexico. I would even 

say that, thanks to Spifil’s efforts, Mexico has kept up with 

the rest of the world in terms of the filtering solutions 

it produces. Our technology, combined with a deep 

understanding of how filtration systems should perform 

in this extractive industry, provides an added value few 

suppliers can deliver. So far, we have 14 offices in Mexico, 

allowing us to satisfy the needs of the markets and of our 

customers at all times. 
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The Mexican economy is in a state of uncertainty after the raft of reforms introduced by 

President Enrique Peña Nieto. However, no reform has been more influential than the Energy 

Reform, which will, for the first time since the nationalization of the industry in the 1930s, allow 

foreign companies to enter the Mexican oil and gas industry as operators, while also breaking the 

government’s dependence on PEMEX revenue. PEMEX will now have the option of entering into 

consortiums or joint ventures with experienced international companies or fresh-faced Mexican 

investors who will put up the capital to benefit from its experience. While these changes were 

hailed internationally, implementing them in practice may prove tricky.

In this chapter, we seek out the views of all those who can help to implement the new operating 

framework and support companies in navigating the legal, fiscal, operational, and financial 

hurdles. We give a broad overview of the new reality facing the Mexican oil and gas industry, 

including the role that safety and environmental standards will play in the sector, as well as the 

associated opportunities for insurance providers. We also touch upon the range of new financial 

services and instruments making a splash, and delve into the opinions of the consultants who will 

be tasked with helping all parties find common ground in Mexico.
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know if these will prevent companies from investing in the 

country, but it is obviously a challenge. The final problem is 

human capital. Given that the sector was a state monopoly 

for many years, there is a scarcity of human capital, 

especially petroleum engineers, technicians, and lawyers 

specialized in energy. That is going to be a challenge for 

operators looking to enter the Mexican market. They will 

probably end up bringing people from other countries 

until the educational system in Mexico realizes that this is a 

potential opportunity for new students. 

Q: What are the major risk factors to be considered when 

evaluating investment opportunities in the reshaped 

Mexican energy sector?  

A: Financial firms are going to be more selective, not only 

in terms of the countries they invest in but about individual 

projects. It is still not clear how this is going to affect the 

future financing needs of oil and gas companies. So far, 

I have not heard any news that financial institutions are 

unwilling to allocate resources to oil projects, or energy 

projects in general. However, they will definitely have to be 

more conscious of supporting firms that prove themselves 

capable of facing the future volatility in oil prices and 

the risk this implies. Another factor will be transparency, 

particularly given what we have seen from this 

administration. The transparency with which projects are 

licensed to the private sector will be crucial. All companies 

need to be fully satisfied to avoid any legal problems that 

could delay the whole process or reduce the appetite of 

these firms to invest in Mexico. The government has to 

be very clear on more than just the rules. Accountability 

must also be ensured so that no bad surprises await the 

private sector, such as we have seen with the cancellation 

of certain infrastructure projects. Investors are making 

a strong point in calling attention to these issues of 

transparency. There was a very bad situation a while ago 

when the government suddenly cancelled a project that 

had already been awarded to a private company. The 

company was given no legal recourse, which raises strong 

questions in other areas. In the oil and gas sector, we 

have regulators such as CNH, and even the Central Bank, 

overseeing proceedings, a benefit which the infrastructure 

projects did not have. 

Q: What do the current low prices imply for PEMEX and 

the attractiveness of Round One?  

A: In Round Zero, PEMEX kept most of the projects in 

which it was involved beforehand, mostly in shallow waters 

but also in deepwaters. All these projects do not react to 

short-term oil prices. The barrel will not remain at around 

US$40-50 for the following 15 years, meaning the projects 

will go on. That applies for Round One as well. On the 

other hand, while some mature fields will be profitable, 

shale projects will definitely not be so at current prices, as 

they start producing faster and must consider the short-

term perspective of oil price development. The Energy 

Reform is not going to be as effective as was commonly 

thought last year, but once prices stabilize, the outlook 

will be positive again. In the past, we estimated that the 

Energy Reform would add 80 basis points to Mexico’s 

economic growth. Today, we think it may be somewhere 

between 40-50 basis points. This still means that Mexico 

could start growing at 3-3.5% in the following three years. 

Taking into consideration that the Mexican economy has 

been growing at an average of 2.7% for the past 30 years, 

the Energy Reform will definitely have a positive impact on 

economic growth, even with low oil prices.  

Q: How attractive is Mexico as an investment destination 

when compared with other emerging economies such as 

Brazil, Russia, or China? 

A: It has both strengths and weaknesses. It is close to the 

US, its geology allows for lower production costs than 

Brazil or South Korea, and it has the excitement of being 

a new market where companies will seek to carve out the 

largest market share possible. Furthermore, Mexico is a 

manufacturing country and there is a chance that some 

manufacturing firms become specialized in the oil and 

gas industry, increasing the country’s available supplier 

inputs. These are all positives and firms are aware of 

that. Its weaknesses include a poor level of infrastructure, 

which the government has to deal with, particularly 

in areas where projects are being developed. Another 

problem is institutional. Local governments are not the 

most transparent, while oil companies will have to deal 

with them in Tabasco, Chiapas, Veracruz, or Tamaulipas. 

The problem of drug cartels also remains present. I do not 
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If this does succeed, Mexico’s market environment will be 

much more positive. 

Q: Will DNV GL adapt its service offering now that PEMEX 

is free to select its providers based on value rather than 

cost?     

A: The truly significant change is that we will become more 

active in the Mexican market and offer a great scope of 

services under this new regulatory framework. We started 

this process and are in discussion to collaborate with the 

likes of Statoil, Shell, and ExxonMobil.  Most incoming 

companies need support and guidelines to understand and 

adjust to the requirements of PEMEX and the authorities. 

Since DNV GL has operated in Mexico for 20 years, we 

have significant experience in the market and contacts 

among key government agencies. Therefore, we are ready 

to advise any company seeking to invest and participate in 

the energy sector in Mexico.

Q: Do you expect the Mexican authorities to look closer 

into the enforcement of international best practices in the 

country?     

A: Mexican standards, as we have seen in deepwater, are 

quite detailed. The issue that concerns me is the uncertainty 

of whether the regulatory agencies will be ready to apply 

new regulations on time. We know that SENER and CNH 

have turned to specialized consultancies for advice, which 

is encouraging. In terms of environmental regulation, 

international oil companies all have their own standards, 

most of which are very robust and mature. These regulations 

have been applied all over the world, so it is expected that 

these companies will use their internal standards in addition 

to the regulations that the Mexican government designs.  

There will also be a learning curve before entities like 

PROFEPA and ASEA can recruit the high-quality experts 

needed for their audits. It will also be difficult for these 

institutions to recruit the human resources they need, and 

to offer them the attractive compensation packages that 

the private sector and international companies offer. We 

would recommend also using the verification schemes that 

were developed for the Mexican natural gas sector, and 

have been successful and matured over the last decades, 

for offshore and deepwater activities.

Q: What will be the real impact of the drop in oil prices on 

the investment plans of oil and gas executives in Mexico?    

A: We expect that investment decisions might take longer, 

many projects will be postponed or cancelled, and companies 

will think twice before entering new markets. While some 

areas will definitely be hurt, others like deepwater, are long-

term investments that are less dependent on the current 

low oil prices. Although Mexico is affected by low oil prices, 

just like any country, it remains one of the most attractive 

destinations for oil and gas investments. The enthusiasm 

we saw following the Energy Reform might have been 

somewhat exaggerated, so it will be good for the sector 

to scale back and analyze things more realistically. Many 

companies are still interested in investing in Mexico despite 

the current low oil prices, since there are still opportunities to 

develop profitable projects. This leads to a situation in which 

the government might overreact in an attempt to restore 

confidence. However, I believe the government will react 

appropriately. The most important part will be how PEMEX 

acts in upcoming months and what projects it decides to 

take on. The company has been somewhat cautious about 

its future and the private sector has struggled to understand 

its plans. Despite this drop in confidence worldwide, the IOCs 

will be able to cope with the temporary drop in oil prices, 

even as they streamline their organizations. 

Q: Your 2015 outlook listed China, the US and Norway 

as the best countries to invest in during this time of low 

oil prices. What can Mexico do to raise its profile as an 

investment destination?   

A: Mexico could achieve that objective by improving 

security conditions, generating a low-risk environment 

and political stability. Mexico lags behind in this area, with 

insecurity still being a real issue in the north. In terms of 

political stability, Mexico has developed a very positive 

environment in the last ten to twelve years, but there 

are still areas of opportunity to improve. The country’s 

reputation will also improve if the Energy Reform matches 

the expectations and the government delivers on its 

pledges. The restructuring of PEMEX is critical, as the 

Energy Reform’s success will be measured by whether or 

not PEMEX becomes a profitable company and is able to 

compete with the international operators that will come in. 
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at hand. We always inject at least 10%, or US$10 million. 

Anything smaller than that is not worth our consideration, 

given the time it takes for us to do the due diligence. In 

the Mexican energy sector, we believe rates of return of 

between 15-18% can reasonably be expected. Finally, 

Fondo de Fondos has specific views on when to leave a 

project. The ideal exit strategy for any private equity fund 

is to do an IPO, but this is not always possible. Another 

way is to sell your position to a strategic investor, or else 

to reach an agreement with whoever you invested with to 

buy you out in five to seven years. Returns on investment 

are never guaranteed but based on the performance of the 

fund, so they can never be written in stone. 

Q: What are your focus areas in the upstream oil and gas 

industry?

A: We cannot bring much to the deepwater segment, 

since only the big players will participate there and they 

do not need US$10 million. Moreover, they have their own 

ways to raise capital, which are very well-structured. There 

are a couple of shallow water projects looking for capital, 

which can be interesting for us. Mature fields will be very 

attractive as well due to the potentially large returns, but 

the supply of services poses a problem. The current oil 

industry services in Mexico will not be enough to cover the 

amount of fields that will be licensed. Finally, the shale oil 

and gas sector remains unknown, and coupled with current 

prices, it might not be the right area for such investments. 

We know the Mexico Energy Fund can make a difference 

in shallow waters and mature fields. 

Q: What is the ambition of the Mexico Energy Fund to 

contribute to the development of the Mexican oil and gas 

industry?

A: Our main contributions, which we realize are among the 

most difficult to achieve, will be to help develop the supply 

chain for the Mexican energy sector and provide funds for 

suppliers and service providers to the industry to blossom. 

We are not doing so yet because we have not found any of 

these projects. For this reason, we are investing in pipelines, 

gas storage, and power generation plants. However, in the 

near future, we would like to help build up and bolster funds 

that support suppliers and service providers. 

Q: What is the purpose of the Mexico Energy Fund?  

A: In September 2014, the Mexico Energy Fund was created 

by Fondo de Fondos (Fund of Funds) to provide private 

equity for energy-related projects and funds in Mexico. 

This became possible after the secondary legislation of 

the Energy Reform was passed. Our participation in such 

projects is dictated by capital injections, just like any other 

private equity fund. However, we have a clear entry and exit 

strategy for the projects we choose to invest in. We enter 

a project or fund for a fixed period of between five and 

seven years before exiting according to a pre-established 

strategy. We are obligated to invest up to 80% of our 

capital in other energy-related funds, while the remaining 

20% can be invested directly in projects. Furthermore, we 

cannot invest independently in direct projects, we need 

to find other funds to invest along with us. This was all 

designed to foster the all-around development of energy 

projects in Mexico. Thus far, we have been looking into 

projects related to the transportation of natural gas and 

power generation. We are now starting to look into Round 

One for projects in hydrocarbons and storage.   

Q: What differentiates the Mexico Energy Fund from 

other national and international investment funds focused 

on Mexico? 

A: To date, most of the funding in the Mexican energy 

sector comes from abroad, which is likely to continue. As 

part of the Fondo de Fondos, we stand out because we 

give other funds the opportunity to raise more money. 

Additionally, we have a very good track record as well 

as a strong international reputation. We can come into a 

project with US$20-30 million and make it much easier 

for the fund to raise US$200-300 million. There are two 

reasons for this. We carry out our own due diligence on 

the projects, and we invest Mexican money. To give an 

example, the Mexico Energy Fund invested US$20 million 

in the first phase of a US$530 million pipeline project, 

which helped the fund in charge to raise the rest of the 

capital. We trigger fund-raising chances, not only by the 

money we invest, but by the backup we give to a project. 

Our maximum commitment varies between US$20-US$30 

million per fund. However, to qualify for our investment, 

energy funds must have a minimum of US$100 million 
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has been proven by the very low levels of non-performing 

loans on our books. Another aspect is that in trying to 

understand what our clients do, we turn to experts. We have 

more petroleum engineers and civil engineers than bankers 

monitoring the projects we are financing, which makes a big 

difference. There is no other institution that really focuses on 

understanding the projects that it is financing in a similar way.   

Q: What potential impact could PEMEX’s supplier 

development initiatives have on Navix’s risk assessment 

of suppliers and service providers to PEMEX?   

A: We are very excited about the possibilities of this 

move. Any measures or steps taken to improve the level 

of organization, corporate governance, and sophistication 

of the suppliers are very important. We actually carry out 

a similar process when we sit down with our customers. 

We work with our clients to impose measures such as 

improved corporate governance, fiscal reports, and many 

other elements that companies are not used to but need to 

become a supplier for PEMEX and the foreign companies 

entering the market. We have talked to PEMEX about this 

very subject and we are happy to assist it in any way we 

can to help our customers get to the level PEMEX seeks. 

Q: Which areas of the oil and gas sector is Navix planning 

to focus on in the coming years?   

A: We see two important challenges and opportunities for 

our company. One is to start expanding the financing we 

offer to clients that serve companies other than PEMEX. 

We are glad to start working with many of the companies 

that are arriving to Mexico and whose suppliers need 

financing. That is where Navix will take on a new role. 

Mexico will now have a whole array of companies that are 

going to require our services via their suppliers. Another 

area we will start focusing on is financing assets. Most of 

our financing projects have been focused on financing 

working capital, but given the changing competitive 

landscape, companies must have state-of-the-art assets 

and technology to survive. That will imply a different 

mindset to implement financing solutions, as financing an 

asset usually requires longer-term financing than financing 

working capital. We are preparing ourselves for that and 

we see real opportunities for Navix in this environment.   

Q: How have the Energy Reform and other key external 

factors influenced the development of Navix?   

A: Since the implementation of the Energy Reform, we have 

been helping many of our clients to position themselves in 

the country and take advantage of all the opportunities that 

are opening up. We finance service companies and suppliers 

for the oil and gas sector, whose only client has typically been 

PEMEX. Eventually, they will have the opportunity to serve 

foreign companies which presents a huge opportunity and 

a big challenge. These new companies are used to very high 

technology and process standards. As such, Navix can help its 

clients improve their financial assets, update their equipment, 

and instill proper standards in their operations so as to 

prepare them to succeed in this new operating environment. 

The Mexican service industry can become a very important 

regional player but these companies need financing to get 

there. Another challenge is PEMEX’s corporate restructuring, 

which has likely created some confusion for our clients since 

these changes affect the people our clients interact with, 

signed contracts with, or gained project authorization from. 

There have also been many delays in the payment of contracts 

signed before the Energy Reform. We hope that PEMEX 

will soon put its house in order and finalize the contracting 

process. In that respect, 2014 was a difficult year. Finally, the 

drop in oil prices was a blow that nobody saw coming. The 

companies we finance have not largely been affected so far 

but the low oil prices have led PEMEX to seek to renegotiate 

with larger contractors in certain fields. 

Q: What are the advantages of your financial solutions in 

comparison with other sources of financing?  

A: First of all, we consider ourselves to be more than just 

a financier lending money to companies. We really try to 

understand the business of our clients, and we commit to 

growing with them, which is a different approach from 

typical financial players. We are not regulated, so we have 

more flexibility to structure our loans to really meet our 

clients’ particular situations. Another key aspect, which is 

not commonplace, is that we will put 100% of a project’s 

financing needs. Some may view this as too risky but we 

believe that the risk is more substantial when we only invest 

in part of a project. We prefer to make sure that we provide 

all the resources a project requires. The logic of this strategy 
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with companies that have plenty of experience in their line 

of business, as well as a healthy cash flow.

Q: How is Intercam adapting to the impact that low oil 

prices are having on international markets? 

A: Oil prices are significant in this industry, but they remain 

prices. It was not so long ago, back in 2008, that oil prices 

were at about the same level as today. Companies involved in 

the oil industry have to formulate their business plans while 

taking into account the high volatility in prices. Intercam is 

very familiar with volatility and knows how to deal with it 

because we operate foreign exchange and money markets, 

as well as long-term bonds, which see high fluctuation. The 

bank has highly defined and strict risk-taking policies for 

each of the markets it does business in. We closely control 

very specific gain and loss expectations in each of these 

markets, because working with high volatility industries, 

like oil and gas, is part of our nature. Intercam competently 

swims in turbulent waters, seizing the moment when 

currents are calm to help companies plan for the long term.

Q: How can changes in PEMEX’s credit rating affect 

Intercam’s financial solutions for the oil and gas industry? 

A: Banks were used to PEMEX being a part of the 

government, meaning that the risk was almost zero, but 

now that PEMEX is acting much like a private company, 

it has cash flow considerations that are affecting its 

customers in terms of payment simplicity. PEMEX needs 

to be better capitalized and banks now need to view it 

more in the long term than in the short term. As a bank, 

we have to be very close to our customers and to PEMEX 

to stay informed about how policy changes will affect its 

customers and its credit portfolio.  

Q: Where and how do you expect to see Intercam in the 

short, medium, and long term? 

A: While Intercam is a small bank, it has very important trading 

operations in the money and foreign exchange markets. In the 

next five to eight years, we want to move up in the bank size 

rankings. Intercam is competing to move up and be counted 

among the country’s 15 most important banks. Intercam is 

growing its banking business very fast. In 2014, it increased 

its deposit base by 66% and grew its credit portfolio by 35%.  

Q: How did Intercam first start serving oil and gas 

companies?  

A: Intercam began operations in the Mexican financial 

market in 1996. It started as a foreign exchange broker 

focused on providing services to companies benefiting 

from NAFTA. Since then, it has grown through the 

acquisition and incorporation of new companies. Today, 

Intercam’s objective is to offer its corporate customers all 

financial services related to foreign exchange, investments, 

the money market, equity markets, investment banking, 

commercial loans, and bank deposits. Within the oil and 

gas industry, Intercam’s customers import machinery and 

services to carry out their operations. We offer them loans 

to finance their projects and we provide international 

treasury services that enable them to compete in this new 

regulatory environment.  

Q: With the entrance of new players, how is Intercam 

planning to remain strong within the oil and gas sector?  

A: In order to satisfy the financial needs of old and new players 

in the oil industry, Intercam will start with foreign exchange 

services, and then move on to loans. During 2014, we opened 

a new branch in Ciudad del Carmen in order to increase our 

participation in that region. As part of its modernization, the 

oil industry will require equipment and services from the US, 

which is why Intercam is also very active with the Export-

Import Bank in providing credits to facilitating the import of 

machinery or services from the US under attractive financial 

terms. Intercam has a long-standing relationship with the 

Export-Import Bank, so it can help its customers through the 

process of getting their credit line approved. 

Q: What are the typical attributes that a company needs 

to have in order to receive a loan from Intercam?  

A: Intercam’s core market lies with medium-sized companies, 

even though we also cater to several large corporations. 

In the energy sector, Intercam seeks either to do business 

with companies that provide services to large suppliers of 

PEMEX, or directly with those suppliers. Any company with 

sales above US$10 million a year is a very interesting target 

for us. In terms of general risk parameters, Intercam looks 

for well-capitalized companies with positive cash flows and 

long-term contracts with their customers. We want to work 
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the auditors are, who the owners are, and what their 

track record and reputation is like. Moody’s maintains a 

conservative approach, especially for lower-rated credits. 

Furthermore, there are also a lot of new entities being 

created, so obviously we draw a line for who we give credit 

ratings to. For example, if the auditors do not meet our 

standards, we simply do not rate the company, but we will 

rate a company that is only a year old if the auditor has 

an outstanding reputation. We also take into consideration 

who is behind the company, such as a local family that has 

successful businesses across sectors. We will seek to have a 

series of questions about ownership thoroughly answered, 

such as the expertise of the owners, who the partners 

are, and what their track record is. Companies have to 

provide a direct guarantee of their business strategy. Even 

enterprises that have renowned parent companies do not 

necessarily obtain the same rating because they need their 

own capital and funding to do so. The oil and gas industry 

must also be wary of cowboy investors. These will create 

a vehicle, obtain a contract, secure the funding, and begin 

operations haphazardly. I cannot say how many companies 

I have seen go bust due to being managed by cowboys. 

Serious companies are managed by experienced investors 

and these are the only ones that can truly be rated. 

Since the Energy Reform, I have not seen many oil and 

gas companies rushing to get a rating.  This is because 

companies typically resort to credit rating agencies at 

the end of the process as they have to tick several boxes 

before knocking on our doors.

Q: What are the main questions potential investors ask 

regarding the Mexican oil and gas market?    

A: The one question we do get from investors is whether 

PEMEX could go bankrupt. According to banks, this 

cannot happen but what would happen if an issue arose 

meaning PEMEX could not pay its liabilities. This is a 

difficult question to answer because if PEMEX cannot file 

bankruptcy, how can it pay? This situation is still in limbo 

and we are seeing new financing schemes emerge due to 

PEMEX’s new position as a productive enterprise of the 

State. New instruments are needed to help PEMEX fund 

itself without raising its debt level as this would be a major 

concern for Moody’s and investors alike. 

Q: In 2014, Mexico saw its credit rating raised to A3 after 

the Energy Reform. Does this signal Moody’s confidence 

in the country to investors?    

A: The sheer force and momentum of the Energy Reform 

took us by surprise. We did not expect such radical changes 

and Moody’s was the only credit rating agency that took 

action based on this. As the first credit rating agency in the 

world, Moody’s has had a unique trajectory, such as rating 

the creation of the railroad and steel industries. This means 

that the firm has accustomed itself to rating across cycles 

and looking at long-term risk. Prior to the Reform, Mexico 

was already an attractive investment destination. Five years 

ago, institutional investors from North America, Europe, 

and even Asia were setting their sights on this market. For 

the past 20 years, Mexico has worked to improve on the 

economic front and the A3 upgrade was a confirmation to 

all investors that the country is on the right path. 

We are optimistic when we compare Mexico’s competitive 

position to other markets. In the oil and gas industry, 

companies across the world are starved for reserves while 

having the right technology to extract Mexico’s resources. 

All companies will be coming here for the long term, and 

while there might not be as many small players as we had 

hoped for, the real bidders are here. While companies 

might make less money due to current oil prices, we will 

see how they will negotiate to obtain prices and conditions 

for the government. 

Q: What impact has the opening of the energy industry 

had on your business opportunities? 

A: Participants in the bidding rounds must have ratings 

regardless of their size, which will create a lot of 

competition among rating agencies. We expect companies 

of different profiles in future rounds and all of them will 

need to be rated, including from companies that have 

never been rated before. Moody’s has increased the size of 

its Mexico office by a third to grow alongside these trends.

Q: What are the challenges associated with giving smaller 

players accurate credit ratings?  

A: We do receive applications from smaller companies, 

for which we follow strict criteria. We want to know who 
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Q: What would be the optimal taxation system for heavy 

oil and deepwater operations? 

A: Mexico’s heavy oil production represents 50% of its total 

output, so more investments are needed for activities ranging 

from its extraction to its transformation. Compared to shallow 

waters, deepwater requires a higher amount of technology. 

Therefore, the optimal taxation system will be the one that 

offers fiscal stimuli for the infrastructure and technology that 

is needed. It is true that Mexico needs a technological overhaul 

in the oil and gas industry, so, for this reason, companies 

need to have an attractive fiscal model that encourages their 

investment in state-of-the-art technology.

Q: What are the most common concerns your clients have 

regarding the Round One contracts?  

A: The main concern when making an investment will 

always be the economic viability of the contracts. However, 

Mexican authorities have been aware of these concerns 

Q: How do Mexico’s production-sharing contracts 

compare with others around the world?   

A: Mexico’s production-sharing contracts follow 

international standards, as the country has drawn from 

the industry experience of nations such as Colombia, 

Brazil, and Norway. Our production-sharing contracts 

have the basic elements of any other contract of 

this kind, including the duration of the contract, the 

relinquishment clause, and the cost recovery provision 

that enables the operator to recover its costs, among 

others. There is no fiscal regime that can be exactly 

the same as that in another country. Unfortunately, 

there are certain financial indicators, specifically in 

Round One, that have not yet been clarified, such as the 

State’s participation in the shared profit. Hopefully, the 

authorities will determine a percentage of profitability in 

the next type of contract, thereby reducing the currently 

imposed limitations.  
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and have addressed them with flexibility by modifying the 

contractual terms in order to improve the economic offer. It 

is true that the rules established in the contracts regarding 

cost recovery administration are complicated, particularly 

when compared to international standards, but our 

professional team is ready to face this challenge. We have 

been working alongside the fiscal changes that the Mexican 

authorities have implemented. Our team has the skills to 

work in this mutable environment alongside the financial, 

tax, accounting, and legal scopes that these changes bring. 

Also, contractors are worried about the authorities using 

their discretion in setting cost recovery rates and other 

contractual terms. Nonetheless, we have been working 

on studying the interpretation of the law in order to act 

in accordance with the legislation. Beyond the different 

political perspectives, we must consider that for the last 25 

years Mexico has been strengthening its commercial and 

political relations with countries all around the world. We 

have been opening up and removing our barriers by signing 

international trade agreements and Reciprocal Investment 

Promotion and Protection Agreements.   

Q: How has the client base of Tax Solution Value changed 

as a result of the Energy Reform, and how does the 

company create value for its clients?    

A: We care about our customers, and we work closely with 

them, making them feel free to ask any question, no matter 

how small it may seem. Therefore, we are always guiding 

them, keeping them up-to-date and helping them with their 

decision-making processes. We are also expanding our client 

portfolio. We do this by attending local and international 

forums, such as the Mexican Petroleum Congress in 

Guadalajara, or the OTC in Houston, where we have been 

offering our portfolio of services in face-to-face meetings. 

In addition to successfully working with large Mexican oil 

companies, such as Grupo Diavaz, Tax Solution Value has 

been working on preparing audits and financial statements, 

transfer pricing, tax consulting, and general training. 

Therefore, we have the knowledge of the previous oil services 

contracts that PEMEX used. Tax Solution Value is no longer 

looking for the large players exclusively, and also wants to 

support small and medium-sized companies in the aftermath 

of the Energy Reform, helping them to become part of the 

energy sector’s value chain and to seize the opportunities 

that will gradually be presented. 

Q: What is your firm’s strategy to keep up to date with this 

changing environment?    

A: Staying at the forefront of fiscal, tax, and legal matters 

in Mexico entails the creation of various strategic alliances, 

given how rapidly the country is changing. For instance, 

the Colombian Safety Council is the most knowledgeable 

entity in Colombia regarding safety matters. Hence, Tax 

Solution Value has approached it to receive advice on 

the international best practices implemented in Colombia 

that could be replicated in Mexico. Currently, we hold the 

certification of the PCAOB Public Company Accounting 

Oversight Board, which was created according to The 

Sarbanes-Oxley Act of 2002. According to this, public 

company auditors are to be subjected to external and 

independent invigilation. We also are members of UC&CS 

Global, an international association of independent firms. 

In addition to our affiliations, we are attending training 

courses at an internationally recognized energy school 

based in London. We recently attended the OTC in Houston, 

where we provided information to parties interested in 

Mexico’s Energy Reform and in establishing strategic 

alliances with both Mexican and foreign companies. This 

opens up a whole new landscape for us as to how national 

and international oil companies are working in different 

parts of the world. Alliances of this nature allow us to stay at 

the forefront of new developments by obtaining feedback 

from people and being informed about international 

developments in the field. 
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Q: what do you foresee being the fiscal benefits of the 

Energy Reform? 

AV: The oil and gas industry is responsible for a third 

of federal income and even though PEMEX will see its 

fiscal burden reduced, it will still have to pay taxes. New 

companies in the energy sector will also do so, thus 

increasing the fiscal collection rate. Overall, tax rates for 

companies in the energy sector are competitive enough 

to make the country an attractive investment destination. 

In spite of the highly skilled people working in the Ministry 

of Finance and Public Credit, the country’s fiscal policies 

have not been successful. The government will rely on 

private investments, but it does not have its own resources 

to invest in large infrastructure projects. Besides, the 

current administration has essentially put all its eggs into 

one investment basket, as can be seen by the importance 

of the Energy Reform, which dwarfs the other structural 

reforms. The government sees that since PEMEX will no 

longer provide a third of the federal budget, it must find 

new sources of income. 

Q: Will the reforms lead to positive wider economic and 

social change?  

KS: Large companies cannot remain disassociated from 

the events taking place in the country and how people 

perceive them. For instance, people have never seen the 

price of gasoline drop in Mexico, while it does so in other 

countries. Fluctuations in oil prices do not seem to impact 

the general population. Mexico’s oil resources are also 

described as a tragedy disguised as a blessing because 

the country became dependent on them, which hindered 

the development of other industries. While Germany 

developed technology, India became an expert at IT, and 

Japan is proficient in electronics, Mexico views its natural 

resources as a trust fund. Now that the oil and gas industry 

will have to report taxes in a different way and will stop 

being the major provider, other industries will be able to 

bloom. In this sense, the changes brought about by the 

Energy Reform may well have positive social impact. This 

must lead to a situation where the federal budget can 

rely on elements other than oil revenues. The productive 

companies have to be more efficient and generate value 

while ensuring benefits for the general population. 

Q: What are the main strengths of Baker Tilly’s Energy 

Desk?  

KS: Baker Tilly Mexico belongs to Baker Tilly International, 

the eighth largest public accounting and business advisory 

firm in the world with a presence in 140 countries. Baker 

Tilly came to Mexico just seven years ago but already has 

23 offices in this country. Our Energy Desk is a business 

development unit that integrates projects according to the 

needs of our clients, whether these are immersed in the 

industry or not. Our solid interdisciplinary team, ranging 

from accountants and lawyers to engineers and financial 

experts, gives the Energy Desk the ability to develop a 

project from its conception to the construction phase. We 

also work with investors who want to place their money 

despite lacking knowledge of the industry. In addition 

to being business developers, we are also a creative 

incubator because of our ability to work with investors 

and inform them about the possible areas of opportunity 

where they can allocate their money. However, if investors 

come in with a concrete plan or want to enter a tender, we 

are happy to help them out. 

Being involved in some aspects of natural gas pipelines 

such as Los Ramones and Mayakan, I can say Mexico 

needs to develop much more of this kind of infrastructure, 

and I see pipelines, cogeneration, and similar projects 

as solid opportunities for investors. This is all part of the 

revolutionary element in the Energy Reform, which is 

facilitating access to this market for investors. 

Q: What would be the optimal taxation system for heavy 

oil and deepwater operations? 

A: Mexico’s heavy oil production represents 50% of its 

total output, so more investments are needed for activities 

ranging from its extraction to its transformation. Compared 

to shallow waters, deepwater requires a higher amount of 

technology. Therefore, the optimal taxation system will be 

the one that offers fiscal stimuli for the infrastructure and 

technology that is needed. It is true that Mexico needs a 

technological overhaul in the oil and gas industry, so, for 

this reason, companies need to have an attractive fiscal 

model that encourages their investment in state-of-the-art 

technology.
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cities,” states Yrizar. “The reforms will allow new markets 

to face growth and expansion, particularly in cities such 

as Villahermosa, Tuxpan, Ciudad del Carmen, Campeche, 

and Merida, among others.” Until now, the demand in these 

areas came mainly from government entities. Cities like 

Ciudad del Carmen or Coatzacoalcos have consolidated 

up to 90% of their GDP in the energy industry. However, 

public infrastructure in these towns is not yet aligned 

with international standards, and the development of 

offices and industrial facilities is still controlled by local 

developers. As a result, the price to quality ratio in these 

locations is not very favorable for tenants. Despite this lag, 

CBRE is confident that Mexico is a land of opportunity 

for those who wish to stake their claim in the blossoming 

office space market.

In recent years, the professionalization and 

institutionalization of the Mexican real estate market has 

allowed global firms such as CBRE to consolidate and 

expand their operations within the market. CBRE recently 

reached overall dominance in the office, industrial, retail, 

and real estate investment markets in Mexico. In 2014, 

nearly 50% of the most relevant broker-executed private 

transactions in primary markets in the country were 

implemented by this American firm. In order to further 

cement its position, CBRE has assembled market leaders 

in each product type and real estate specialty under one 

roof. This has made it the only firm to have a specialized 

team of real estate experts to assist oil and energy 

corporations, thereby giving its clients the best available 

synergy of resources for solving their real estate needs. 

With coverage in over 17 Mexican states, CBRE provides 

knowledge, experience, and resources to investors, 

developers, owners, and tenants, as well as companies 

of all sizes. As a full service consultant, it can offer office 

and industrial brokerage, real estate corporate services, 

workplace strategies, facility and project management, 

appraisal and valuation, development services, and 

investment management, among other specialties. 

“Flexibility is the name of the game for corporate users 

in the energy industry, particularly those looking to rent 

office space,” states Yrizar. “This is because, in most cases, 

it is difficult to forecast how many employees energy 

companies will have in the future. This pliability can be 

achieved with several techniques, such as the right to 

early termination without penalties, guaranteed expansion 

options, contracting options, first right of refusal for office 

space, the right to sublease, assignment right, or an anti-

devaluation clause.” This knowledge and expertise is more 

evidence that CBRE is primed and ready to continue on its 

path to further success in Mexico.

With refineries, factories, and plants being most 

commonly associated with the energy sector, it is 

sometimes easy to overlook the lesser considered office 

spaces that are used for necessary administrative and 

managerial tasks. According to CBRE, the world’s largest 

commercial real estate services company, Mexico is home 

to the largest Class A office market in Latin America, 

with approximately 4.5 million square meters of Class 

A and Class A+ spaces situated within the country. The 

Class A category represents a huge chunk of the overall 

market, which currently totals more than 8 million square 

meters across all types of office spaces. Pablo Yrizar, 

Vice President of CBRE, explains that the Mexican Real 

estate market is expected to see significant growth in 

the coming years, particularly in this already successful 

office space segment. “1.5 million square meters of 

Class A office space will be developed and delivered 

in Mexico by 2018, increasing the country’s existing 

inventory in this category by around 33%,” details Yrizar. 

“A great majority of these new developments will have 

forward-thinking infrastructure and technology, modern 

and efficient architectural designs, and environmental-

friendly certifications such as LEED (Leadership in 

Environmental and Efficiency Design).” When considering 

the changes that the recent reforms will bring and what 

entering companies will require from their new real estate 

investments, this should come as welcome news to the oil 

and gas sector.

Mexico is expected to be a strategic target for the most 

important energy companies in the world. Once they 

arrive, the real estate market will experience a direct impact 

from this paradigm shift. According to expert estimations, 

the reforms could generate US$1.2 trillion in economic 

activity and 2.5 million jobs over the next decade. Yrizar 

explains how this massive potential growth has generated 

an increase in potential office requirements from energy 

companies. “In 2014, companies operating within this 

sector only accounted for 5% of the total demand for Class 

A and A+ office space in Mexico City, but with the recent 

reforms, this has increased to more than 13%. By 2016, we 

expect that to reach around 18%.” The office market in 

Mexico is mainly concentrated in Mexico City, which has 

more than 80% of the country’s total inventory; Monterrey, 

Guadalajara, and Queretaro collectively pick up most of 

the remaining 20%. 

CBRE focuses most of its efforts within the capital. “In 

terms of rental rates, Mexico City is still an inexpensive 

office market in comparison to major international hubs, 

even when comparing it against other Latin American 
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the oil and gas sector, such as the arbitration, litigation, 

corporate, finance, environmental, administrative, and 

regulatory areas. When we take on a big project, we 

involve six or seven of our partners and work as a team to 

ensure a successful project from the beginning. In this way, 

we can take into account the structuring of the financial 

scheme, the legal corporate strategy needed to carry 

out the project, the bidding process, the execution of the 

contracts, and environmental and regulatory compliance. 

We are a full-service law firm that has developed significant 

experience in the oil and gas sector over the years.

Before the Reform, we had clients that participated in bids 

with PEMEX and CFE. Today, we have divided our practice 

in two areas to cover the oil and gas industry and the 

electricity sector separately, because we have to attend to 

these clients in different ways. We have been hiring lawyers 

and paralegals to look after these particular sectors and to 

specialize in the specific topics related to these sectors. 

Also, we are trying to address some of the specific 

concerns of our clients through face-to-face meetings with 

our colleagues and partner law firms in the US, Europe, 

and Asia, where our clients are based. For example, one 

main concern is the very broad administrative rescission 

clause provided under Article 20 of the Hydrocarbons Law. 

An amendment could be made to Article 20 to narrow it 

down and give certainty to operators. Another problem is 

that once CNH declares the administrative rescission, it will 

not be subject to international arbitration. These are some 

specific concerns that we are trying to address.

At this initial stage, our law firm is providing preventive legal 

counsel to our clients to help them become familiar with 

the way the Mexican legal framework is being put in place. 

This will enable them to assess the risks and advantages of 

executing contracts or making investments, either directly 

through tenders with CNH or through alliances with private 

players and PEMEX. In the medium term, I see our law firm 

continuing to provide legal counsel for the execution of 

projects and for compliance with regulatory aspects, such 

as the new environmental permits that ASEA will grant. 

In the long run, we may start seeing more litigations and 

arbitrations at the national and international level. 

Q: How will the Reform’s emphasis on transparency make 

doing business in Mexico more efficient?  

A: Transparency is a very important aspect that needs to be 

considered by all those planning the major investments we 

will be seeing in this sector. International operators, which 

are regulated by legislations such as the Foreign Corrupt 

Practices Act and European guidelines related to anti-

corruption practices, will need certainty and transparency 

in their investments and projects. Transparency will also 

wield a significant impact on the projects that we are 

seeing, a logic which also extends to corporate governance 

and accountability. For public bidding procedures, all 

the information is available on the Round One website. 

This is a very good start by the government to prove its 

commitment to transparency by providing immediate and 

simple access to the most relevant information of these 

bidding procedures. It must be said that this environment 

of transparency is essential for all oil companies to rest 

assured that everything will be done in a clear and fair way.  

Q: Will the contracting regimes create a level playing field 

for all companies looking to operate in the Mexican market?   

A: It will depend on the specific projects. Projects in 

deepwater or ultra-deepwater are only aimed at the bigger 

companies with the capacity to carry them out. After all, 

they entail certain risks that not all companies can respond 

to. Therefore, as Mexico moves forward with the bidding 

rounds involving unconventionals, deepwater, and ultra-

deepwater projects, it is only natural that not all companies 

will find themselves on an even keel. However, we will 

see different contracting regimes created specifically for 

the different types of blocks being tendered taking into 

consideration, among others, the risks they comprise. For 

example, production-sharing contracts will apply equally 

to all companies bidding at the same level in the Round 

One tenders. At least, this is certain since CNH cannot 

implement or tailor a specific contract model for the 

benefit of only one company. 

Q: Which services is Von Wobeser & Sierra providing to 

meet the needs of the Mexican energy sector?   

A: The main asset of our firm is that we have several 

partners specialized in different practice areas related to 
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documents and the completion of the payment, the contract 

is effectively enrolled in the property’s public record.

Q: How does Reymar manage to stay up to date on 

regulations at this time of change?    

A: We have teams that are focusing on local laws and 

finding out how to successfully tackle local issues in the 

areas where we wish to work. Our legal department is 

undergoing constant training, and our agents are being 

certified to act as mediators between the landowners and 

operators or drilling companies. In our experience, many 

problems that lead to projects being shut down have to 

do with a lack of information and orientation. Reymar’s 

core duty is to shed light on the correct regulations and 

prevent such derailments. We are still concentrating on 

the area around Reynosa but we are also expanding to 

Villahermosa, where we are providing consulting services 

for Halliburton. Additionally, we are trying to work with 

Petrofac, but our competitors are hot on its trail as well.

Q: How do you compliment the legal consultancy with the 

construction of civil works?  

A: The process is not as simple as approaching the owner, 

paying them the appropriate amount, and entering the 

property. We also help to build the roads leading to the 

drilling area and install the control panels, making it easier 

for our clients to come and drill. This is done through 

Reymar’s own construction arm and through alliances with 

other construction arms.

Q: What are Reymar’s other areas of activity in the oil and 

gas sector?  

A: We are aware that PEMEX has to deal with fuel theft. 

Reymar wants to respond to the problem of fuel theft 

by launching a transportation enterprise. We are already 

hammering out alliances with American companies to offer 

PEMEX better transportation solutions. This would include 

transporting the product to the US, which could be done 

by train. From a general perspective, our challenge is to 

be constantly up to date with the latest developments so 

that we may offer PEMEX and private companies the best 

legal services. Ultimately, we want Mexico to be attractive 

to foreign companies. 

Q: How did Reymar start consulting for the oil and gas 

sector and what are the main legal issues it deals with?   

A: Reymar was born in 2011 out of a concern to solve legal 

issues regarding the construction of infrastructure and the 

drilling of wells, mainly in the north of Mexico. Land tenure 

in Mexico is extremely complicated, so foreign companies 

need assistance in arranging ownership permits for the 

land on which they are drilling. The legalization of land is 

sometimes prevented because the parties involved in the 

transactions do not receive the right legal assistance, and 

no-one is telling them what is really at stake. Reymar aims 

to do precisely that. Our Director José Ángel Reyna held 

several senior positions in PEMEX, so he knows the company 

from the inside. In discussing this matter with other people 

involved in the industry, he realized the opportunity that lay 

in attending the legal needs of PEMEX and private oil and gas 

companies alike. Companies can then focus on their industrial 

projects while we take charge of the legal ramifications. We 

are currently working with Repsol and Tecpetrol in Campo 

Mision near Reynosa. We are also handling the legal aspects 

of a very ambitious project that Schlumberger developed in 

Cuenca de Burgos. This involved the drilling of around 400 

wells and the building of three gas pipelines. Even so, while 

Reymar’s activities focus primarily on legal consulting, the 

company also undertakes construction work. 

Q: How is the financial compensation package for a 

property determined and how does Reymar get involved 

in this process?  

A: The compensation is determined through the National 

Institute for the Administration and Appraisal of National 

Assets (INDAABIN). INDAABIN is part of the Ministry of 

Finance and Public Credit, which manages Mexico’s national 

possessions and determines the price per square meter of land 

for which the payment is being made. Reymar’s involvement 

begins by elaborating a map of the property. Based on this 

detailed outline, we can define how many square meters are 

really being affected and what the corresponding price should 

be. We then request an appraisal from INDAABIN, which sends 

its experts to carry out their appraisal. Once this is finalized, we 

prepare a contract and ask PEMEX for its legal approval. After 

PEMEX looks over the contract and ensures its validity, the 

public notary has it validated. Following the signature of the 

| VIEW FROM THE TOP

HANDLING LAND 
NEGOTIATIONS FOR 
DRILLING RIGHTS
JOSÉ ANTONIO ALFARO  
General Manager of Reymar 

C-0112, Mexico Oil & Gas Review (2015)



382

the right local hiring policy must be put in place. In the event 

that authorities are corrupt, companies must know who 

they are dealing with. This is why we suggest a thorough 

risk assessment that is detailed enough for companies to 

take operational measures that will mitigate risks. 

Q: What are the differences between the security risks 

for companies partnering with PEMEX and independent 

operators?    

A: Some companies assume that, by being partners 

with PEMEX, they will be safer than when operating 

independently. This may be true to a certain extent. However, 

once PEMEX becomes a player in the open market, there will 

be no significant differences. Private companies will have to 

establish agreements with authorities to receive protection 

when at risk as well as internal security policies. Therefore, 

we have built a coordinated scheme for all players involved 

in public and private security in order to complement their 

responsibilities. Defining the borders of responsibility when 

there are no real precedents to follow has become a new 

challenge for security in Mexico. Traditionally, strategic 

PEMEX or CFE facilities were considered government-

owned and were protected by the army or the navy. 

Following the Energy Reform, strategic facilities may be 

privately owned and the party responsible for protecting 

them is unknown. Private companies have to take their own 

precautions, which is a wholly new concept in Mexico. 

Q: PEMEX has a history of negotiating with ejidos or 

local authorities in order to deal with criminal threats or 

corruption. How can new companies face this in Mexico?    

A: This is a new path that has yet to be discovered. It will be 

interesting to see how private companies discuss and interact 

with ejidos given the implementation of the new rights of way. 

The transition into an open market will encourage companies 

to find innovative solutions that include a thorough knowledge 

of local characteristics in order to address these challenges. 

We are already experiencing this situation by advising 

companies on how to deal with private owners, such as 

ejidos, which have very complex communal decision-making 

structures. Furthermore, these decisions, even if they are legal 

and registered, are not always fully implemented in reality. 

Changes in the leadership of the ejido could invalidate them. 

Q: What are the main risks that companies operating in 

the Mexican oil and gas industry face today?   

A: Energy companies are facing the exact same risks as 

any other industry in Mexico. Some regions of the country 

face environmental risks, violence, and insecurity, which is 

why it is crucial for players to have an updated study of the 

local environment in which they will operate. Our firm offers 

those companies the chance to analyze the amount of risk 

they might eventually face, either associated to crime, social 

activism, or political changes. These factors not only affect 

the security of their workers but also the continuity of their 

business. We create awareness about the costs of those risks 

in order to prevent and mitigate them before they become 

a real problem that puts our clients’ staff and operations in 

danger. Thirdly, we advise companies on how to mitigate 

and respond to said risks. It is important for companies 

to evaluate where and how to do business in the country, 

and during this stage perception tends to be generalized 

and does not always correspond to reality. Therefore, the 

first step is to analyze the exact geographical location a 

company has chosen for its operations. Although Mexico’s 

opportunities far outweigh its risks, awareness must be kept 

and contingency plans put in place. This is an approach that 

has proven to be highly profitable for our clients. 

Q: How much of the risk present in Mexico can be managed 

or minimized by adopting risk management policies?   

A: One of the most extreme situations a company can 

face is to be located near where confrontations take place 

between authorities and the local criminal organizations. 

This creates personal risks for the company’s staff, suppliers 

and service providers, and sub-contractors. Additionally, it 

can create difficulties in operations that depend on permits 

and licenses related to construction, environment, and 

rights of way. A violent setting can become very risky for 

companies, so it is crucial to know whom to address. In 

these circumstances, hiring local workers can be a double-

edged sword. On the one hand, it can be in the interest of the 

company to align the incentives of the local community with 

those of the project. On the other hand, if done incorrectly, 

it can expose the companies to unsavory characters that 

put in danger the atmosphere within the company or even 

give them access to sensitive information. To prevent this, 

| VIEW FROM THE TOP

MEXICO’S SECURITY 
PROBLEMS CAN DERAIL 
SUCCESSFUL INVESTMENTS
GUSTAVO MOHAR  
Director General of Grupo Atalaya

C-0112, Mexico Oil & Gas Review (2015)



383

All of these seemingly minor things can become important 

issues within a project, so we make this information available 

to our clients and tackle the associated legal aspects. 

Q: What are the advantages for international companies 

of partnering with local players in order to share risk?   

A: Partnerships allow companies to share risk. There are 

several well-known Mexican companies that are ready 

to partner and share their local knowledge with foreign 

companies. However, for a partnership to be successful, 

companies have to do their homework, which entails 

carrying out a detailed due diligence of potential partners 

to minimize the risk. Moreover, we help companies that 

bring in their security teams and safety procedures 

to adjust to the Mexican reality. In the security arena, 

companies can improve their practices and trainings by 

adapting these to the local ways. 

Q: What is the firm’s advice for companies that have to 

deal with corruption?   

A: Our advice is to never negotiate with criminals or corrupt 

officials, because once you go down that path, you never 

know where it will end. In the face of corruption, our first 

advice is to respect the Mexican legal system and report 

the problem. It is very important to know whom to report it 

to and to make sure to contact the authority that can help. 

To acquiesce to a bribery suggestion from a corrupt official 

is punishable by law, but it is also a bad idea because this 

can quickly snowball. We advise companies that suffer from 

this, and we act quickly, intelligently, and legally to stop it. 

Q: To what extent have recent events regarding national 

security affected the country’s international image?   

A: Over the past several years, the image of Mexico has 

been terrible although it had begun to improve. However, 

the events in Guerrero brought back the terrible image of 

violence and pointed to the country’s structural problems. 

As the image of violence spreads, foreign stakeholders 

may assume that what occurs in one state of Mexico is 

representative of the entire country. This is not the case, as 

Mexico is a country of stark contrasts with both pockets of 

tremendous opportunity as well as highly challenging areas. 

Foreign companies must have a fine-grained view of the 

country so they can capitalize on the opportunities Mexico 

has to offer. The Energy Reform is showcasing the need to 

move toward a better rule of law. Just as NAFTA highlighted 

the weaknesses and potential of the Mexican economy 

20 years ago, the opportunities and drawbacks of the 

modern Mexican energy market are being exposed. These 

events will serve as a platform that will allow the Mexican 

system to improve and push for institutional development, 

governmental accountability, rule of law, and justice. 
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A: It is very polarized. There are Mexican multinationals that 

have extremely sophisticated risk management procedures 

that match those of any company in the world. However, the 

smaller or family-owned companies can be less sophisticated 

because they tend to commoditize insurance, looking for the 

lowest premiums and the lowest deductibles. This happens 

with companies that focus on the short and medium term 

rather than the longer term, which is compulsory for publicly 

traded companies. SMEs generally have a low appetite for 

risk management and sophistication, but have a focus on 

policy buying that is driven by obligatory policies which are 

not abundant in Mexico. 

Q: What is your recommendation regarding risk sharing 

policies for new companies in Mexico?    

A: I would recommend companies to involve insurance 

advisors as soon as possible in their projects and to do a 

complete due diligence on the risks of all parts. It is important 

for companies to decide on their insurance advisor before 

trying to pick their insurance carriers. What we see a lot 

in Mexico is clients picking a broker and a carrier, placing 

the market’s weight on selling rather than on buying. As 

consultants and brokers, we are on the side of our clients; 

we are not just agents working for insurance companies, but 

consultants that can help clients find the insurance they need. 

Q: What will be the role of insurance companies in the 

consolidation of the Mexican Energy Reform?   

A: We have to consider that the public also has some 

tolerance for risk, because they understand that for the 

country to progress certain things need to be done, such 

as drilling for oil, and producing, transporting, refining, and 

selling it, all of which implies a certain amount of risk. We 

have to make sure that the risk stays within the public’s 

risk tolerance range, which is not always the same as the 

company’s risk acceptance threshold. The Energy Reform 

will very quickly fall apart if there is an increase in the 

accident rate. This is where the insurance industry as a whole 

has a very strong responsibility in making sure the products 

that we provide work as they are advertised, that they meet 

the expectations of the people buying them, as well as the 

expectations of the third parties who are impacted by the 

potential consequences of the insured activities. 

Q: What factors are to be considered when evaluating a 

project for new companies coming to Mexico?  

A: The first thing that needs to be evaluated is the business 

viability and the associated risks, which are not always 

necessarily insurable. It is recommended to make sure that 

contracts are put together in the best way for the different 

parties, and that companies are not assuming risks that 

they are incapable of handling. Therefore, companies need 

consultants, advisors, or insurance brokers that have the 

necessary financial resources, experience, and stability 

to protect their clients in case of unwanted incidents. I 

am talking specifically about errors and omissions, or 

about limits of liability. For example, if you miscalculate 

your liability and you get sued, this is going straight to 

someone’s balances sheet. This is a high risk and high 

return business, and the more companies minimize risks, 

the better their chances are of making good profits.  

Q: How can risk engineering strategies help identify the 

true cost of oil and gas projects?   

A: The first way to avoid spending money on risk is by not 

having accidents in the first place, and this is where the 

risk engineering comes in to help identify risks and provide 

suggestions to improve or eliminate them. An insurance 

policy is the last step in a proper risk management 

procedure, because first the company tries to eliminate 

the risk by not incurring in the activity that causes it. If 

the risk cannot be eliminated because it is inherent to the 

company’s activity, then it has to be mitigated through 

safety procedures. When risks persist, the next step is to 

transfer this risk, for which there are multiple ways such as 

through an insurance policy. When you cannot eliminate, 

mitigate, or transfer your risks, you need to make a business 

decision based on whether this risk is within the boundaries 

of your risk appetite. Usually, those risks are associated with 

the business’ nature and are not insurable. For instance, 

you cannot insure the risk of not finding oil. It is well known 

that companies that have become sophisticated and have 

up-to-date risk management procedures are always more 

profitable than companies that do not.  

Q: Generally speaking, how sophisticated is the risk 

management culture in Mexico?  
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actual exposure. Given the liability regime in Mexico, this 

is very important to understand. Essentially, Mexico has a 

strict liability system, best described as “you break it, you 

pay for it,” which it is not possible to limit under the law. 

Insurance for liability should therefore be an upmost priority 

for contractors, especially for physical damage, such as Hull 

& Machinery. Contractors must ensure they have adequate 

cover for all their legal liabilities, including environmental 

ones, as opposed to only considering what is required by 

their contracts. Property losses are a quantifiable loss, limited 

to the value of the insured property. On the other hand, 

liability losses are virtually impossible to quantify in terms of 

probable maximum loss and limits of cover available.

Q: How does AMMIS determine an oil and gas project’s 

risk profile and which insurers would provide the best fit?

A: As a broker, we gather the relevant risk information from 

our clients, analyze it, and select the insurers that we feel 

will have the capacity and appetite for the risk. Then, they 

can decide whether to participate or not. The format and 

content of the information that we present will determine 

whether and how they will participate. Most risks are 

insurable if the correct information is provided. It is the 

duty of the client to provide all the material information at 

their disposal and enable a prudent underwriter to make 

an adequate assessment of the risk. Failure to comply with 

this duty can render the insurance null and void. Similarly, 

failure to disclose all material facts provides an insurer with 

an absolute defense if a claim is made. 

Q: As the insurance market in Mexico becomes more 

crowded, how can AMMIS maintain the competitive costs 

it offers its customers?

A: The type of transactions we participate in, by law, 

require a chain of participants, each contributing their own 

expertise and expense. Most offshore energy and marine 

risks are not retained by Mexican insurance companies 

but are transferred, by way of reinsurance, to international 

reinsurance markets. This creates a system that produces 

a lengthy chain of intermediaries and consequential costs. 

We insist that our insurance providers maintain a strict 

control of intermediary costs and that they maintain the 

highest possible level of transparency throughout the chain. 

Q: What made an insurance company with British roots 

decide to set up base in Mexico?    

A: Our chairman arrived to Mexico from London in the 

1990s, having been a marine insurance practitioner at 

Lloyd’s beforehand.  Shortly after his arrival, he recognized 

the potential growth of the Mexican marine industry and 

the shortage of local marine insurance expertise. It quickly 

became apparent to him that a vast array of specialist 

insurance products were not readily accessible to the 

Mexican marine and offshore energy industry. Besides, 

foreign companies working in Mexico needed assistance 

with the country’s insurance rules, laws, and regulations. 

This led to the creation of AMMIS, which therefore is a 

Mexican insurance broker founded by a British man. 

Q: Are risk management advisory services commonly 

sought after in the Mexican oil and gas industry?  

A: We are not risk managers. International marine 

operators tend to have their own risk management teams 

while Mexican companies are beginning to follow suit. 

What we do is to advise those teams, or other responsible 

parties, on the risk transfer products available to them in 

the insurance market. Naturally, we need to understand 

their exposure as well as their legal and contractual 

requirements while we work closely with the assured’s 

risk, financial, and operational managers. We can bring to 

the table our knowledge of insurance products and our 

experience with placements and claims. 

Q: How have PEMEX’s requirements for insurance and 

bonds changed with the restructuring of its procurement 

division?    

A: The important issue here is not what PEMEX’s 

requirements are, but rather how the risk has changed. While 

contractual requirements have remained largely unchanged, 

the offshore market in Mexico has grown significantly over 

the last 10 to 15 years, which has impacted the risk exposure 

of all those working in these projects. There are simply 

more vessels and more platforms in operational areas, the 

vessels involved are larger and more sophisticated, while 

the fields and surrounding areas are more congested. In 

the past, contractors insured themselves based on their 

contractual requirements and not necessarily against their 
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as well as with risk managers of different corporations, to 

determine what insurance programs should look like.  

Q: What are the main differences between the Mexican 

financial and insurance markets and those of more 

developed regions like the US and Europe?  

A: There are several differences, with the regulatory 

environment being a major one. Mexico has to strengthen the 

definition of a framework in which insurance is a fundamental 

part of addressing operational risk. With the introduction of 

Solvency II, we hope to see a change in clients’ buying behavior 

but we also need a more active role from the regulator in 

guaranteeing the continuity of companies’ operations after 

a loss. Another difference concerns financing schemes. In 

Europe or the US, banks are far more proactive in demanding 

insurance coverage as part of their collateral. Finally, there 

is a real cultural dimension to be considered. People in 

developed markets are far more aware of the benefits of an 

insurance policy for health, automotive, or housing. In Mexico, 

insurance only matches 2% of GDP, which is a very low 

penetration. XL Catlin must work harder in Mexico and Latin 

America to help the region reach an insurance penetration 

level of 10% or more. However, this low penetration is also 

what makes these markets interesting as there is major room 

Q: What is XL Catlin’s main focus in Mexico across the 

different industries in your portfolio?  

A: On May 1, 2015, XL and Catlin were formally merged 

as two successful insurance and reinsurance companies 

to offer commercial insurance capacity to Fortune 1000 

companies and mid-sized companies. Commercial 

insurance comprises everything that is related to life, 

health, or automotive insurance. Therefore, it covers 

property, casualty, engineering, surety, and other specialty 

lines such as marine, cargo, and aviation. In Mexico, that 

market is estimated at around US$6 billion. We appeal to 

the Mexican corporate market by being a reputable risk 

transfer provider, with a focus on innovation and new, 

flexible ways of managing risk. XL Catlin has a broad 

capital base to write larger lines, combined with over 

30 different products and the ability to enter into long-

term agreements of typically three to five years. We 

also offer global capabilities to multi-national clients to 

administer their programs. Our global footprint allows us 

to benchmark different industries and products, which 

companies like since they can compare their insurance 

programs to others around the world. In Mexico, XL Catlin 

is a fully fledged insurance company with experts on the 

ground. We work closely with retail and wholesale brokers, 
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Within the oil and gas industry, discussions about budgets 

revolve almost entirely around public and private companies, 

with the ebb and flow of global markets being mirrored 

by the rise and fall of investments. Although widely seen 

as being among the most important of industry overseers, 

regulators do not receive anywhere near as much guidance 

for their fiscal management. Enter Resource Energy 

Solutions (RES), a Canadian company with a long history of 

providing data management and integration software for the 

oil and gas industry. “Our market niche is managing budget 

and CAPEX control. We also manage daily activities and 

costs in the field, from construction, to drilling, workovers, 

facilities, and pipeline information, before integrating all of 

these factors into a full solution,” says Trent Marx, President 

of RES. The company counts on two pieces of software to 

HELPING REGULATORS STAY ON BUDGET 
provide this integration. AFE Manager (Authorization for 

Expenditure) provides robust internal controls over capital 

spending. This service is backed up by Wellman, which 

ensures a key reporting and cost management system across 

all aspects of oil and gas projects. RES then integrates these 

results into its financial accounting system, to provide precise 

information about what oil and gas companies or regulators 

are spending on a day-to-day basis. The success of these 

solutions is proven with AFE Manager, which has alone been 

used to track US$29 billion in annual spending by oil and 

gas companies around the world. “Our biggest advantage is 

being proactive in cases of overspending or when additional 

budgets are required to finish a project. For example, if a 

company has a US$10 million project that is set to last 90 

days, our software can easily track the timeframe, or precise 
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for growth. The insurance companies need to work on this 

collectively with brokers and the regulator. 

Q: Many oil and gas companies may believe that top 

insurance providers offer similar services at a very similar 

price. How does XL Catlin stand out in that regard? 

A: To differentiate between one insurance company and 

another, clients should look at their track record and at 

their financial stability. Such information might not always 

be publicly available, but customers should take the time 

to look beyond price alone. For health insurance, customers 

look at the coverage they get, what hospitals they can go 

to, and what diseases can be treated. The same goes for 

car insurance, where customers have a lot of options but 

may choose coverage based on response time in case of an 

accident, the ability to choose a qualified repair shop, whether 

they will get a replacement car, and what legal support they 

will obtain. Risk managers within oil and gas companies need 

to apply the same philosophy. They need to make sure that 

their assets and operations are adequately protected, but the 

only way to achieve that is by testing insurance providers. 

Oil and gas customers should ask us and our competitors 

what our experience in the sector is, what approach we take 

to volatility, and how quickly we file and deliver on claims, 

among other aspects. For corporations, the most important 

thing is to look beyond the price of insurance policies. If 

people are willing to pay a little extra for trusted car or health 

insurance, this should be the case for a commercial insurance 

policy as well. XL Catlin is a leading provider of professional 

and environmental liability, crisis management, product 

recall, and other specialty lines that can be summarized as 

more sophisticated or boutique covers. However, we are also 

a solid provider of property and energy covers.

Q: What are your expectations on seizing the opportunities 

created by Round One?  

A: We are expecting an increase in the opportunities 

present in Mexico, which has not happened for a few 

years. The insurance market has grown at a rate only 

slightly above GDP growth in recent years, and that was 

limited to personal lines. It is now clear that investment 

will flow to the Mexican oil and gas sector, but to what 

extent will insurance and reinsurance programs be 

placed in Mexico as opposed to global programs? Some 

contractors entering Mexico have global insurance 

programs and will simply extend them to cover Mexico 

without actually basing them here. Independently of that, 

XL Catlin is investing in people on the ground. We have 

specialized, long-established experts all over the world 

but we need to bring these people here or develop them 

locally.

Q: What would be the benefit for an oil and gas operator 

to place its insurance in Mexico instead of outside the 

country? 

A: The advantage of having a local insurance player is 

the ability to really benefit from local know-how and 

use it to meet your local needs. For example, if there is a 

catastrophe in Mexico, local insurance companies will be 

better informed about the reality on the ground and their 

response time will be far shorter in dealing with losses. 

It is only logical that having insurance in Mexico will lead 

to a faster response time in case of an emergency than if 

a company is insured solely on the international market. 

The advantages can even trickle down to areas such as 

language, particularly surrounding how quickly effective 

communication can be established.  

expenditure, throughout any given period. We can alert a 

company as to whether it spent half its money after 45 days, 

or if it has already used 75% of its budget, while also pointing 

out where the problems lie. Additionally, we can indicate 

when and where more money will be needed to complete 

a project, whether it be drilling a well or constructing a new 

facility,” states Marx.

Although AFE Manager and Wellman used to be primarily 

targeted toward E&P companies, RES soon hit upon 

the fact that these solutions would also work well for 

regulators. The company was first approached by the 

Indonesian government to build its first solution that 

was tailored for regulators at SKK Migas, the country’s 

upstream regulator. The deal gave RES a lot of visibility 

in the Asia-Pacific Region and it has since been hired by 

companies in Thailand, Australia, and beyond. Marx is now 

looking to offer the same service to CNH in Mexico. Beyond 

this, he believes that the Energy Reform will see many 

companies entering Mexico without the tools that RES 

has to offer. “It is a very good time for our company right 

now, despite the fact that there is less activity because of 

budget cuts. Companies need better cost management 

solutions now more than ever,” explains Marx. RES first 

entered Mexico two years ago, when it chose a partner 

and reseller in Matyep, a longstanding service provider to 

PEMEX. The local knowledge of Matyep has helped RES 

make inroads into a new market. “A year ago, projects 

were put on hold and no decisions were being made by 

PEMEX. This delayed the process but now that we have an 

understanding of Round Zero and Round One, we can start 

moving forward again,” he concludes. 
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Back in 2004, the state of Oklahoma hosted a pavilion in 

the Mexican Petroleum Congress. Not many people were 

familiar with the state or its position in the oil and gas sector. 

Today, Oklahoma is widely recognized for its technological 

track record and is a common destination for Mexican 

professionals who wish to increase their capabilities in the 

oil and gas industry. Luis Doménech, Managing Director 

of MILA, has been Trade Representative for the Oklahoma 

Department of Commerce since 2002. When he took on the 

role, some 80% of the consulting tasks were aimed at helping 

Oklahoma oil and gas companies enter the Mexican market. 

However, there were several barriers that prevented these 

companies from selling directly to PEMEX, ranging from 

the suppliers’ registration process to the language barriers. 

Doménech says that the registration process was designed 

for Mexican companies or large multinational corporations, so 

it was difficult to register foreign SMEs as PEMEX suppliers. 

Once this procedure was achieved, companies went on to 

OKLAHOMA SEEKS TO BRING EQUIPMENT 
AND SERVICES TO MEXICO 

participate in tenders but found that the language barrier 

was a huge obstacle, in many cases not allowing them to 

present proposals translated into Spanish in a timely manner. 

Doménech claims that even if these companies were able to 

table a technical and financial proposal on time, they were all 

too often unsuccessful or disqualified.

After a steep learning curve, Doménech’s office began 

linking Oklahoma-based companies with local distributors 

and representatives. The success rates of these companies 

improved substantially. “I saw companies trying to sell to 

PEMEX for years without success. When they partnered with 

the right local players, success immediately came through, 

with some companies closing contracts worth between 

US$1-6 million in a very short time,” says Doménech. The 

Oklahoma Trade Office came to the conclusion that there 

were two ways for equipment and technology suppliers to 

reach PEMEX. The first was through selling to large PEMEX 
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Landing is to advise companies on how to deal with human 

capital, legal and regulatory compliance, and business 

practices in Mexico. As part of our commitment to the oil 

and gas industry, we have a strong focus on companies 

that are looking to enter Mexico from Houston. We mostly 

focus on SMEs since big corporations already have strong 

Mexican law firms helping them. Houston’s SMEs trust us 

because we know exactly what they need to do in order to 

be successful, plus, given the city’s dominance in the sector, 

it makes real sense to aid customers based there.

 

Q: As a new company, how do you prove your capabilities 

for addressing the needs of oil companies looking to 

enter the Mexican oil market?  

A: Our customers require assistance in the fiscal, legal, financial, 

and labor aspects of doing business in this country. We can 

help with all of this so that they can get their businesses up 

and running in the shortest time possible. If we accomplish 

Q: As a consultancy created after the Energy Reform, 

what advantages do you hold over competitors that were 

created prior to it?   

A: The Energy Reform directly triggered the creation 

of GEMS, as the country needed a company with an 

understanding of the latest regulations that could help 

guide foreign companies into the newly liberated sector. 

Many companies talk about their concerns with the rule 

of law, labor unions, and other matters, but it is somewhat 

difficult to find a consultancy with the right information and 

the right experience. Our role is to make such challenges 

easier by helping oil and gas companies to enter Mexico 

and make their business possible in this country. For this, we 

took the relocation working model, adapted it to Mexico’s 

business environment, and renamed it Soft Landing. Within 

this model, which has already proven its worth in the US, we 

take companies through the entire process of establishing 

their operations in another country. The focus of Soft 

| VIEW FROM THE TOP

BRAND NEW CONSULTANCY 
LOOKING TO RAISE FOREIGN 
TRUST IN MEXICO 
ÁLVARO RUIZ 
General Manager of GEMS
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contractors who mainly handled projects for the NOC. 

The second, and most successful, was by selling through 

local distributors or representatives who would multiply 

sales in Mexico for PEMEX and its contractors. According 

to Doménech, these distributors have managed to make 

Oklahoma-based companies very successful in Mexico 

as they combine the excellent technologies offered by 

the state’s suppliers with the great service and support 

capabilities of local players. Oklahoma’s manufacturers have 

found success in the Mexican oil and gas sector by selling 

products such as valves, control equipment, solids control 

equipment, flaring equipment, heat exchangers, separators, 

compressors, and drilling rigs, among others.

The Oklahoma Trade Office now has high expectations 

regarding the outcome of the Energy Reform because 

more transparent purchasing processes within PEMEX are 

expected to open the doors to more Oklahoma companies. 

“Many Oklahoma companies with great technologies and 

services do not yet have a presence in the Mexican market. 

While Oklahoma is well known for its traditional oil and 

gas technologies, it can provide leading technologies for 

unconventional wells and state-of-the-art technologies 

for environmental protection and risk mitigation,” adds 

Doménech. He foresees that the best news related to the 

Energy Reform is that opportunities will not be limited to one 

client. This is because there will be several players in the market 

demanding goods and services. He is optimistic that new 

E&P market entrants will become active clients for Oklahoma 

goods and services. “With these major players, Oklahoma 

companies will be able to submit proposals in English and 

compete in a bidding process where the best solutions are 

sought,” he comments. Another area in which Oklahoma 

firms have been successful is in selling to companies that 

won integrated service contracts. However, this has primarily 

benefited equipment suppliers from the state rather than 

its service providers. Doménech foresees a change in this 

situation because of the Energy Reform. “Oklahoma has 

leading companies in unconventional resource development, 

as well as companies with past experience in shale oil and gas 

exploration and extraction in areas like Eagle Ford, which has 

similar geological conditions as the north of Mexico.” These 

companies will now have a higher chance to both supply 

services and to actively explore and produce in Mexico. 

389

this, our reputation stands for itself. Despite the fact that 

GEMS is a newly created company, its people have a vast 

knowledge in many different areas of the Mexican oil industry. 

As an example, our fiscal team brings 15 years of experience 

in the energy sector to the table. When we built our teams, 

we brought in staff with global experience in oil and gas, 

which is why we are able to incorporate the changes made 

by the Energy Reform and quickly release a compendium 

of modernized solutions. There are currently three foreign 

companies counting on us to make their move into Mexico a 

lot easier, which represents clear evidence of our success when 

considering how recent the Energy Reform is. Additionally, 

GEMS has great experience in security and industrial safety. 

After the enactment of the Energy Reform, ASEA was created 

as an independent regulatory body that supervises how 

environmental and safety practices are being carried out in the 

hydrocarbons sector. Together with our partners, we can help 

customers obtain the right training in order to comply with 

ASEA’s safety standards, adding yet another string to our bow. 

In addition, we can help our customers attain the certifications 

they need to comply with the regulatory framework. 

Q: What are the main concerns your customers have 

about entering the country? 

A: Many companies want to enter Mexico while connecting 

with their regular partners worldwide. Companies still have 

doubts about how PEMEX’s procurement reconfiguration 

will affect them. We thoroughly explain to our 

customers that the Energy Reform transformed Mexico’s 

transparency, and that the level of competition involving 

domestic players will be no more severe or difficult than it 

is anywhere else in the world.  

Q: How are you educating potential Mexican clients about 

how insurance can help them run their businesses? 

A: First, we need to create a basic understanding of what the 

role of insurance is. This will demonstrate the clear advantage 

of transferring risk instead of keeping it. Companies essentially 

have three options when it comes to risk: they can keep the 

risk, finance it, or transfer it. Certain types of risk are better off 

being kept because companies know how to address them, 

other types should be financed through mechanisms such as 

a fund or an inflow of capital, and finally, certain risks should 

simply be transferred. Insurance is a perfect example of this 

last option. By laying out these options to our customers, 

and pointing out the potential costs of each one, we rapidly 

begin to create awareness about what insurance can provide. 

We even create hypothetical scenarios with certain clients, 

where we look back at their performance over the years and 

show them how much they could have saved with a particular 

structure or policy. In a way, we bring customers back to 

basics to create an initial understanding of insurance before 

crafting tailor-made solutions for them. After all, corporations 

are unique even if they operate in the same sector. 
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The global oil and gas industry is going through turbulent times, yet Mexico’s Energy Reform 

continues to be implemented on schedule and change is inevitable. PEMEX is undergoing a 

structural transformation to become a productive enterprise of the state, and Round Zero 

marked a new era for the Mexican oil company. Similarly, the shallow water phases of Round 

One demonstrate the opening up of the country’s oil and gas industry, while confirming the 

authorities’ commitment and determination to fully carry out the ambitious goals decreed in the 

Constitutional Amendment. More bidding rounds will take place, enabling IOCs and independents 

to help increase the country’s hydrocarbon production and giving national companies the tools 

to carve a place in this burgeoning industry. The effects of the Energy Reform can already be felt, 

and the country is eager to see tangible results.

The following chapter explores some of the routes companies could undertake as they navigate 

this new environment. It features experts commenting on crucial issues and trends. As the closing 

chapter, it echoes the voices of leaders guiding with surety those ambitious players wishing to 

venture into this new open market. 

14
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spent there for small returns. We now view it as a long-

term project that needs to be thoroughly studied before 

production. Furthermore, much of the North was removed 

from PEMEX’s portfolio during Round Zero, so we only need 

to keep working on limited areas of Burgos, Poza Rica, and 

Chicontepec. Finally, this was all before the budget cuts, 

which only confirmed that PEMEX will emphasize on areas 

where there is a higher bet of finding oil. 

Q: What is PEMEX’s production target for 2015?

A: We aim to produce close to 2.3 million b/d plus 6 billion 

cubic feet of gas, or 3.4 million boe/d. This would be a 

tremendous output given the circumstances we face, such as 

the restructuring of PEMEX, the Abkatun accident, the budget 

cuts, the migration of contracts, preparing for the farm-outs, 

and dealing with the contracting rounds. Nevertheless, we 

will be comfortable when the Energy Reform begins showing 

results, as it will give us the ability to allocate CAPEX to 

downstream, to logistics, and to offshore activities where 

PEMEX needs it to go. Furthermore, we expect the oil price 

to rise back to the average of US$80 per barrel we saw in 

2014, and we will offset the current drop by completing 

certain alliances. We will be preparing PEMEX to compete in 

the contracting rounds, where we will win some areas and we 

will lose others, but we will be in a highly competitive arena. 

Competing with the majors will make us better.

Q: What needs to happen in 2015 for PEMEX E&P to 

consider this year successful?  

A: The Energy Reform has already been implemented and is 

currently being deployed. PEMEX would thus feel comfortable 

if solid results were seen, such as bidders competing in 

the different phases of Round One. This looks likely to be 

the case for the first phase announced in December 2014. 

Besides, PEMEX is showing the results of the Energy Reform 

by financing certain projects, reallocating recourses to focus 

on pipelines and valuable fields, and by ensuring that all its 

exploration and production projects create value.  

Q: At which oil price would PEMEX be interested in 

investing in unconventionals?

A: In our portfolio of products, we have more attractive 

opportunities in areas other than unconventionals. We 

prefer to capitalize on deepwater, onshore, and shallow 

waters. We would like to honor our commitment to 

generate value, as this is at the core of PEMEX’s new status 

as a value-driven entity.

Q: How do you view the future of the North region? 

A: Given current gas prices, the North region has shown 

that it is not attractive to allocate CAPEX to areas where 

the production cost will be higher than the sale price. 

Chicontepec also showed that too much CAPEX was 

VALUE FOCUS SHAPES 
PEMEX’S FUTURE 
OUTLOOK
GUSTAVO HERNANDEZ 
Director General of PEMEX E&P

| VIEW FROM THE TOP

Q: How is the involvement of PEMEX in the first two bidding rounds affecting the 

international perception of their competitiveness?

A: PEMEX publicly announced that it will be part of the first two biddings that we 

announced in December 2014 and February 2015. Since PEMEX has experience and 

knowledge in all these areas, this represents a clear and positive message that the fields 

we are presenting in these biddings are truly attractive. Actually, most of the areas 

and fields we are offering in the first two bidding rounds were requested by PEMEX in 

Round Zero, but were not awarded to the company. 

Q: By 2018, Mexico expects to produce an additional 500,000b/d. What stage from 

Round One will make the largest contribution to this goal? 

A: The most important contribution to the additional production will come from the extra-heavy oil fields. Those fields 

have approximately 1 billion barrels of certified 2P reserves. From the extra-heavy oil fields we expect a production 

increase of 150,000 b/d, which will be the main contribution to the 500,000 b/d in the short-term. 

Juan Carlos Zepeda Molina 
President Commissioner of CNH
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“
”

We are focused on reaching the end of the year maintaining our strong position in the market, and 
consolidating it by playing our part in supporting PEMEX to reach its targets in terms of production 
and reserves. We will be very satisfied if we can help PEMEX reduce its unit cost of exploration, 
development, and production through a joint effort on fit-for-purpose technology, strong efforts on 
reliability and efficiency, and alignment through integration.

Arindam Bhattacharya, President of Mexico and Central America of Schlumberger

“
”

If PEMEX decides to abandon its least cost-competitive fields and reduce production to increase profits, 
we will launch those fields as part of a round. PEMEX will have to keep on producing even if it decides to 
give up certain fields. PEMEX will need to maintain production in those fields until the moment we award 
the contracts and transfer the ownership to another company. For a field to be efficient, the flow of oil 
must continue. We would not allow PEMEX to halt its activities simply because it wants to, and there are 
instruments in the secondary laws to precisely address such cases. 

Guillermo García Alcocer, Director of Exploration and Extraction at SENER

“
”

Ecopetrol will assess the totality of the blocks offered in the various bids taking place within the next 
year. We are working on this with the technical teams that we have deployed for this project. For 
Ecopetrol, it is very important to win a bid this very year, either with PEMEX or an IOC as a partner. 
Winning at least one bid in Mexico is one of the company’s objectives for 2015

Héctor Manosalva Rojas, Vice-President of Exploration and Production at Ecopetrol

| EXPERT OUTLOOK

“

”

There is no connection between the current drop in oil production and PEMEX becoming a productive 
enterprise of the state, as the drop started long before the Energy Reform. We are addressing the 
challenges that PEMEX has on the ground in order to increase production, such as the fact that some 
of its fields are reaching maturity levels where the water content is higher than expected. Other 
fields are presenting an accelerated decline. To reverse this process, we must consider how to best 
achieve our goals in Round One and upcoming rounds, as well as how to allow PEMEX to refocus on 
exploration and production and regain its production base. In Round Zero, the State granted PEMEX 
the resources it needs to maintain a production level of 2.5 million b/d. We defined Round Zero based 
on a thorough evaluation of the proposals that PEMEX presented to SENER and CNH, in order to 
determine if PEMEX had the operational, technical, and financial capabilities to develop these fields. 
We are aware that the recent decline in oil prices has hit PEMEX and that the company will face some 
new constraints. Nevertheless, these are short-term problems. Right now, the company must focus its 
strategy on containing and reversing the decline in oil production. 

Lourdes Melgar, Undersecretary of Hydrocarbons at SENER

Shale gas development is not attractive, given the reality of current gas prices. Mexico is absolutely doing 
the right thing by building more pipelines to interconnect with the US natural gas market. However, this 
will make it even harder to develop the shale gas industry in Mexico as companies will have to decide 
whether to invest in upstream activities on the US or Mexican side of the border. The Mexican side does 
not have the infrastructure in place and has issues with security, which increases both risk and cost 

“
”Wajih Effendi, Country Manager Mexico of BG Group
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CONSOLIDATED STRUCTURE OF PEMEX
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| CONSOLIDATED STRUCTURE OF PEMEX
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Corporate operations of PEMEX
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Mexico’s national oil company faces the challenge of 

shifting to a value-driven model. Given the scope of this 

transformation, one of the first steps to be taken was 

reorganizing the company so that its new structure would be 

more aligned with the objectives of a productive enterprise 

of the state. Following the transitory articles of the PEMEX 

Law, on November 18, 2014, the Board of Directors of 

PEMEX approved a proposal to transform the four existing 

subsidiaries into two new subsidiary companies. The new 

enterprises will have legal personality, their own budget, and 

technical and operative autonomy, which will be subjected 

to PEMEX’s central management, strategic direction, and 

coordination. The subsidiary companies will have the 

objective of creating value and being profitable, for which 

they will be allowed to carry out activities in Mexico and 

abroad. The first, PEMEX Exploration & Production, will be in 

charge of exploration, production, and development activities 

related to the country’s hydrocarbon resources. The second, 

PEMEX Industrial Transformation, will merge the activities, 

responsibilities, and assets of PEMEX Refining, PEMEX Gas 

and Basic Petrochemicals, and PEMEX Petrochemicals. 

In addition to the two subsidiary companies, the Board of 

Directors also approved the creation of five new subsidiary 

entities or branches, which had not been formally created 

by May 2015. PEMEX Drilling and Services is expected to 

include certain assets from PEMEX E&P and will offer 

drilling services to both PEMEX and other participants in 

the market. Logistics will be separated from the traditional 

industrial transformation segment, leading to the creation of 

PEMEX Logistics. This branch will provide land, marine, and 

pipeline transportation to both PEMEX and other players. 

PEMEX Cogeneration and Services will maximize energy 

use in the NOC’s operations by utilizing heat and steam 

generated from the oil company’s industrial processes to 

generate electricity. PEMEX Fertilizers will be created to 

integrate the ammonia production chain up to the point 

of sale of fertilizers, separating this business from the 

previously-existing PEMEX Petrochemicals. Finally, PEMEX 

Ethylene will be responsible for the ethylene business 

previously operated by PEMEX Petrochemicals in order to 

take advantage of the integration of the ethylene production 

chain. Once formally created, the new branches will take on 

the rights and obligations of the existing subsidiaries. 

As part of its strategy to streamline processes, PEMEX created 

the Corporate Office of Procurement and Supply (DCPA), a 

new division with the aim of centralizing the procurement 

activities. On January 19, 2015, PEMEX announced that it 

expects to save MX$21.3 billion by 2018 through initiatives to 

consolidate the procurement process, including a reduction 

in the number of procurement offices. DCPA has also begun 

developing a database to register and evaluate suppliers and 

contractors. PEMEX will also count on PMI, its international 

commercial branch, and its corporate offices to properly 

administer the newly integrated company. 

Prior to the enactment of the PEMEX Law, the Board of 

Directors consisted of 15 members, six of whom were Mexican 

Government representatives, including the Minister of Energy, 

five were selected by the Petroleum Workers’ Union, and the 

remaining four were professional board members appointed 

by the President of Mexico and ratified by the Senate. Under 

the PEMEX Law, PEMEX is governed by a ten member board 

of directors composed of the Minister of Energy, who serves 

as the chairperson and has the right to cast a tiebreaking 

vote, the Minister of Finance and Public Credit, three Mexican 

Government representatives, who are appointed by the 

President of Mexico, and five independent board members 

appointed by the President of Mexico, subject to ratification 

by the Senate. Independent board members perform their 

duties on a part-time basis, are not public officials, and have 

not been employed by PEMEX or any of the subsidiary entities 

during the two years prior to their appointment. 

NEW CORPORATE STRUCTURE

Visite nuestro sitio:  
www.ihs.com | dyene.galantini@ihs.com
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The purchase of BG Group by Shell rattled oil and gas 

markets worldwide. However, to the astute observer 

or careful market watcher, the news may not have been 

a major surprise. BG Group had been earmarked as one 

of the major oil and gas acquisition targets, as its status 

as Brazil’s leading private operator, alongside other 

advantages, made it a good purchase. For Shell, the sheer 

amount of reserves that BG Group brings to the table, 

around 17 billion barrels of oil equivalent, also helped to 

turn it into an attractive buy. Furthermore, BG Group has 

been doubling down on natural gas around the world, 

including in China, which coincides well with Shell’s plans 

for the future. 

Shell seems to be betting on LNG to anchor its long-term 

developments, but analysts are not unanimously convinced 

about this move. Despite prices remaining solid in the US, 

the natural gas market worldwide is not in great shape. 

Spot prices in Asia are less than half their price from a year 

ago, falling to below US$8 per million Btu and marking a 

59.8% drop year-on-year. China is partly to blame for this 

stalling, with its demand for LNG being significantly lower 

than expected. This might not be a significant issue if other 

markets were ready to make up the difference, but supply 

development is exceeding the demand growth. As more 

natural gas wells are set to start producing in the next few 

years, the risk of downward price pressure remains. “Shell 

is betting that a growing trend toward cleaner energy and 

lower emissions will position natural gas as the key source 

of global energy for decades to come,” writes NASDAQ. 

BG Group is a significant addition to Shell’s portfolio 

but the combined powerhouse will still not top the IOC 

rankings. BG Group’s output stood at about 20% of Shell’s 

in 2014, with the two combined producing an average of 

3.7 million boe/d in 2014, while ExxonMobil’s production 

stood at approximately 4 million b/d of boe. 

SHELL AND BG GROUP MERGER 
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A: New offshore developments will involve a complex 

multi-stage process, which will demand entirely new chain 

management to support offshore infrastructure. Developing 

deepwater fields will be a particularly great challenge, since the 

infrastructure needed to support these operations does not 

exist yet. The great number of business possibilities stemming 

from this will lead to the creation of new companies or of new 

subsidiaries of established groups. Maritime Consulting can 

offer these companies a comprehensive portfolio of services 

ranging from marine engineering and maritime regulatory 

affairs consultancy to business development and shipping 

financing. We offer integrated solutions to assemble and 

support their entire business structure and supply chain in 

line with their corporate governance, risk management, and 

compliance programs. 

Q: What role will the ports on the Gulf coast play in the 

future of the shipping industry in Mexico?

A: Ciudad del Carmen is the capital of the Mexican offshore 

industry and will remain in this position as long as there is 

enough demand for shipping services from the offshore fields 

in this region, regardless of exploration projects taking place 

in the northeast. Once these deepwater exploration projects 

move into the production phase, we will see some sort of 

industrial decentralization as new infrastructure is developed 

along the Gulf coast in the northern part of Mexico. Veracruz 

and Tampico will slowly take on a more important role within 

this sector. In fact, many local providers are already preparing 

themselves to support the industry in the states of Veracruz 

and Tamaulipas. It is possible that we will see the creation 

of new maritime ports and other types of infrastructure in 

these states dedicated to servicing the Mexican oil industry. 

These new locations will most likely offer services such as 

procurement, provisions, marine engineering, logistics, and 

vessel charters. This will definitely be a challenge for suppliers 

since they will have to expand to continue delivering a timely 

and efficient service. The shipping industry will have to be 

reshaped in order to support these new offshore fields. We 

foresee a strong increase in demand for oil rigs, platform 

support vessels, exploration and seismic vessels, passenger 

vessels, barges, and FPSOs. The shipping industry will grow, 

but only the companies with the right corporate structure and 

financial health will be able to capitalize on this opportunity. 

Q: What led to the recovery of Mexico’s shipping industry 

since the market’s dramatic downturn in 2012-2013? 

A: Besides the global shipping downturn that occurred in 

2012–2013, the Mexican shipping industry had been affected 

by a combination of events over the past few years. The 

global recession did not hurt the already depressed national 

oil and gas industry as much as the offshore maritime 

sector. The problems in the Mexican maritime industry were 

caused by unfair taxation regimes for ship-owners and poor 

competitiveness due to missed opportunities in various trade 

agreements set up during the 1990s. The shipping industry 

depends on the demand for the transportation of goods, so it 

is crucial for Mexico to have a booster element that triggers a 

constant need for ships. The Energy Reform is crucial to this 

industry, as it will lead to a new and positive cycle. If Mexican 

companies understood the opportunities that are there for 

the taking, they would immediately act to profit from them. 

The shipping industry in Mexico has tremendous growth 

potential, but it needs to use the Energy Reform as a driver 

to transcend its limitations. 

Q: What are the main differences between Mexican and 

international vessels in terms of technology and cost-

effectiveness?

A: Mexican vessels still have to undergo a number of 

modifications in order to compete with class-A ships. 

The shipbuilding industry in Mexico needs to change its 

focus from assembly to manufacturing. Currently, 70-

80% of the necessary equipment to manufacture vessels 

in the country is imported. This obviously complicates the 

logistics and increases production costs. Mexico needs to 

start concentrating on developing its own equipment and 

technologies in order to become competitive in the global 

shipping industry. This is very feasible given the engineering 

capacity that exists in the country. The Energy Reform should 

serve as an incentive for companies to start developing 

their own equipment. If these companies can manage 

to satisfy the growing need for large vessels with higher 

tonnage capacities, they will certainly be able to consolidate 

themselves as one-stop shops for oilfield operators. 

Q: What are your ambitions to facilitate the establishment 

of offshore companies in Mexico?

| VIEW FROM THE TOP

ENERGY REFORM HERALDS 
STRENGTHENING OF 
SHIPPING INDUSTRY
ADOLFO MARRODAN 
President and CEO of Maritime Consulting
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Maintaining business processes aligned with each other 

and with an overarching corporate strategy is imperative 

in a permanent model of improvement. One way of 

achieving this objective is by implementing a process-

based management model that bases itself on seven 

focus areas, including governance, process engineering 

and business process modelling, integral IT architecture, 

project portfolio, project administration, coordination of 

actions, and cultural alignment. In Mexico, this model has 

been spearheaded by a business consulting firm called 

Genkco, a name derived from its motto, “Generating 

Knowledge Consulting”. According to the company’s CEO, 

Mario Sánchez de Aparicio, this model has been helping 

PEMEX to improve its organization structure over the past 

ten years and is playing a preeminent role in its current 

transformation. “Nowadays, we have a direct interaction 

with the governance structure of PEMEX that drives the 

improvement of the eleven processes that are part of its 

operations,” says Sánchez de Aparicio. “Such processes 

include upstream, downstream, commercialization, 

logistics, procurement and supply, financial assets, human 

resources, technological assets, and information assets, 

among others. This interaction is focused on helping 

the governance structures make strategic decisions 

that facilitate PEMEX’s transformation into a productive 

enterprise of the state that can deal with all of the incoming 

variables,” says Sánchez de Aparicio. 

Nicolás Picazo Larrañaga, Managing Partner of Genkco, 

believes that PEMEX’s new role as a productive enterprise 

of the state is key to understanding its drive towards 

aligning its processes. “When we talk about productivity 

and focus on profitability rather than parastatal duties, 

the management’s way of thinking changes dramatically. 

The mere fact that PEMEX is now thinking in terms of 

value creation will have a great impact on its processes. 

Moreover, PEMEX will move from volumetric towards 

performance goals, which will undoubtedly impact the 

entire value chain,” says Picazo Larrañaga. “The best 

way to deal with such a mindset paradigm shift, from 

production to productivity and profitability, is through 

management by processes. Our Strategy to Design and 

Action to Results framework (S2D:A2R) explains how this 

can be achieved as a management cycle. In the S2D:A2R 

framework, the purpose of a strategy is “to drive to strive” 

and give direction for fast-changing market conditions. 

This strategy is then used to design a performance-based 

culture, taking into account best practices and critical 

thinking. From such culture, actions arise and represent a 

transformation through accomplishment, which in the end 

yields tangible benefits achieved through real innovation 

and improvement. To this, Picazo Larrañaga adds that 

any proposal to change any management model or any 

process within any company in the world needs to create 

an impact that is reflected on three levels: time, cost, and 

quality. “The impact of our activities must express itself in 

a direct and tangible benefit for our client’s operations,” 

he adds.   

“Process-based management in PEMEX has been 

continuously evolving,” adds Córdova Rayas, Consulting 

Director of Oil & Gas at Genkco. “We are strengthening this 

model by making it more methodologically robust and up-

to-date, while aligning this methodological actualization 

with the needs that are detected in the processes 

themselves. Through this alignment, we can design 

models that respond to the specific needs of PEMEX in 

this difficult time of change and transition.” By clearly 

defining expectations of each department and outlining 

the way that processes need to be carried out, PEMEX can 

avoid having its different divisions implementing their own 

strategies to achieve the same objectives.“This applies, for 

example, to the new way in which PEMEX is going to have 

to consider its downstream future,” says Picazo Larrañaga. 

“All future changes in that division will have to be made 

with an awareness of how they will affect the rest of the 

institution. Impacts on productivity, profitability, and even 

corporate culture will have to be carefully considered.” In its 

new role, PEMEX will have to align processes, people, and 

technology with a new corporate culture of efficiency over 

protocol. Vicente Córdova Rayas believes that the plunge 

in oil and gas prices during the last trimester of 2014 will 

only reinforce the need for process-based management as 

PEMEX optimizes its expenses and increases its operating 

margin during 2015 and 2016. 

PROCESS-BASED MANAGEMENT 
FOR PEMEX’S TRANSFORMATION

“The mere fact that PEMEX is now thinking in terms of value 

creation will have a great impact on its processes”

Nicolás Picazo Larrañaga, Managing Partner of Genkco
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Companies have the opportunity to be part of this learning 

process by participating in Round One, learning how to be 

successful in such an environment, and understanding how 

to comply with the legal requirements of the contracting 

round and of the general oil and gas industry.  

Q: What will be the respective roles of foreign and 

Mexican companies in the Mexican oil and gas industry?

A: The difference between Mexican and foreign companies 

will cease to exist over time. If we could create the 

optimal company for operations in the Mexican oil and 

gas industry, it would combine the experience of Mexican 

companies on how to do business in the country with 

the technical capabilities and operational excellence of 

foreign operators. In the future, any foreign company with 

experience in Mexico will be able to participate in any 

round, any type of contract, and any type of field as long 

as the opportunity is financially attractive. 

Q: How will the Energy Reform change the way in which 

Mexican law firms are positioned in the market?

A: Any Mexican law firm can adapt its approach to offering 

legal advice and interpreting the law as the legal framework 

and operating environment continue to evolve. After almost 

80 years of a relatively static legal framework, I am very 

excited to update my knowledge with the new regulations 

that have come on the heels of the Energy R         eform and 

offer new solutions to our clients. To accelerate this process, 

we look forward to working in a disciplined way with other 

Mexican and international law firms to share knowledge on 

legal best practices. Furthermore, we will take all the findings 

and solutions resulting from cooperation with our clients, 

apply them to the new Mexican regulatory framework, and 

create successful legal strategies. We are very familiar with 

the old legal framework of the Mexican oil and gas industry, as 

is illustrated by our client relationships dating back over three 

decades, and we know how to deliver excellent legal services 

under this framework. Now, our ambition is to be among the 

frontrunners in creating new platforms and the right legal 

solutions for the modern reality of the Mexican energy sector. 

We aspire to help create a very transparent legal framework 

that guarantees the long-term competitiveness and success 

of the Mexican oil and gas industry. 

Q: Which trends will define the development of the 

Mexican oil and gas industry over the coming years?

A: The issues surrounding Round One are beginning to 

be clarified, and I expect contracts to be successfully 

awarded. Of course, Mexico is still learning how to design 

and implement upstream contracting rounds. It will face 

challenges in this process for which it will have to develop 

specific solutions. However, a lot of knowledge will be 

generated in the process, which will allow the country to 

continuously improve contracting processes during future 

rounds. Another challenge facing the oil and gas industry 

stems from the uncertainty resulting from the changing 

structure of PEMEX, the evolving nature of regulatory 

institutions such as CNH, and the creation of the new 

environmental and industrial safety regulator, ASEA. It 

will take some time for the full impact of these changes 

to become clear. Nevertheless, Mexico is heading toward 

a future in which successful oil and gas projects can be 

developed to deliver sound financial returns for operators, 

a good environmental performance, and a positive social 

impact in the areas where such activities will be developed. 

At the same time, while the Mexican oil and gas industry 

is leaving PEMEX’s monopoly behind, the productive 

enterprise of the state will continue to play a central role in 

the Mexican oil and gas industry. Its full transformation into 

an efficient, value-creating company may take at least two 

more years, but it is well on its way. Everyone should now 

look beyond the current challenges and focus on the future 

alignment of all these initiatives to create a competitive, 

efficient, successful energy industry in Mexico.

Q: What are the main concerns of companies that are 

looking to participate in Round One?

A: Companies would like to know what to expect from the 

bidding process and the implementation of the contracts. 

These are the two main areas which, when fully clarified, 

will allow companies to participate with confidence. For 

now, though, there are still some parts of these processes 

that remain unclear. If this situation persists, it could result in 

misunderstandings and reservations about participating in 

Round One. Given that Mexico is transforming from a market 

dominated by a monopoly holder to an open energy market, 

the country is undergoing many processes for the first time. 

NEW LEGAL STRATEGIES 
FOR THE POST-ENERGY 
REFORM ENVIRONMENT
SERGIO BERISTAIN 
Founding Partner of Beristain y Asociados
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