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Foreign investment has started pouring into Mexico’s oil and gas industry, unlocked by nine licensing rounds 

following the 2013 Energy Reform championed by President Enrique Peña Nieto. As PEMEX celebrates its 

80th anniversary, it finds itself reborn as a productive enterprise of the state competing with international oil 

companies in what was once its exclusive domain. With significant new discoveries being made by both PEMEX 

and private operators, the first steps toward reversing Mexico’s declining production have been made. 

Mexico’s midstream and downstream markets are also being reshaped. The country’s natural gas pipeline network 

is growing rapidly, with significant storage capacity on the drawing board. At the end of the chain, the liberalization 

of fuel imports and the end of PEMEX’s distribution monopoly has resulted in a wave of national and foreign-

branded gas stations replacing the traditional PEMEX colors and offering consumers more choices at the pumps.   

Mexico’s next president will be instrumental in shaping the future of the Mexican oil and gas industry and operating 

environment for all players across the value chain. Continuity is the buzzword as both international and domestic 

players demand the country follow the road it paved with the Energy Reform, particularly as a new presidential 

administration, and the inherent uncertainty that implies, prepares to take the reins of power. The pages that 

follow will outline the story of an industry in the midst of change, but one which is optimistically moving forward.
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With Mexico’s crude oil production at a 38-year low, 

following a 15-year decline, and the most important 

elections in decades taking place this summer, the country’s 

oil and gas industry finds itself at a crossroads. The 2013 

Energy Reform transformed the industry’s outlook, but 

whether the over US$161 billion investment committed 

by the winners of the first 9 licensing rounds will reverse 

Mexico’s declining production is a key question that remains 

to be answered. At the same time, PEMEX still produces 

97 percent of the country’s oil and is destined to remain 

the dominant operator. Mexico’s next president will be 

instrumental in shaping the future of the Mexican oil and 

gas industry and operating environment of PEMEX, private 

operators, and the entire supply chain.

Looking at the past year, however, the industry’s momentum 

is best summed up by one word: discovery. Outgoing 

President Enrique Peña Nieto’s 2013 bet to liberalize the 

energy industry finally paid dividends in the oil and gas 

sector when Talos Energy, Sierra Oil & Gas and Premier Oil 

announced their historic discovery in the Zama-1 shallow-

water well, estimated at over 1.4 billion boe. PEMEX also 

flexed its onshore muscle in 2017 with its biggest discovery 

in 15 years, at the Ixachi-1 well in the state of Veracruz. 

These milestones were made possible by the successful 

implementation of the licensing rounds, which the Ministry 

of Energy and CNH tweaked and adjusted from round to 

round, with ASEA formulating the regulations that will 

ensure industrial safety and environmental protection 

matters. Since the Energy Reform’s launch in 2013, the 

E&P operator landscape has been transformed from a 

PEMEX monopoly to a competitive market with 73 winners 

representing 24 countries that have collectively been 

awarded 107 blocks.

Aldo Flores, Deputy Minister of Hydrocarbons at the Ministry 

of Energy, highlights the positive impact of the Energy 

Reform. “In total, we have over 170 new players across the 

oil and gas value chain. They are all interacting, competing 

and developing their business models to foster a modern 

and competitive industry in the country.” His perspective is 

supported by Bernardo Cardona, Partner and Energy and 

Resources Industry Leader at Deloitte Consulting Mexico, 

who says that “the role of CNH, the Ministry of Energy 

and ASEA has been extremely important in achieving this, 

as they have conducted transparent and clear bidding 

processes and provided regulatory and legal frameworks 

that offered sufficient certainty to the market and made it 

attractive for companies to venture into Mexico.” 

LICENSING ROUNDS

Nine rounds have come and gone, and the results have been 

internationally praised for their success, competitiveness 

and potential to increase Mexico’s reserves and production 

rates. In particular, Minister of Energy Pedro Joaquín 

Coldwell highlights the achievements of Mexico’s Energy 

Reform in the upstream sector. “The hydrocarbons licensing 

system has allowed us to reach 67 percent in contract 

allocation with 107 awarded contracts from 161 offers, and 

with no complaints from participating companies. Moreover, 

we have had an average 74 percent government take. The 

expected economic spillover from these contracts amounts 

to US$161 billion and around 900,000 direct and indirect 

jobs in the country’s oil regions. New entrants into the 

market have created a highly diversified hydrocarbons 

industrial system with 73 operators from 24 countries, 

ranging from the world’s most renowned IOCs to 34 new 

Mexican companies founded after the reform’s approval.” 

Two more rounds – 3.2 and 3.3 – have been announced 

and Round 3.3 will be the first to include areas with 

unconventional resources. “We waited a longer time to 

tender unconventional blocks because the proper regulation 

had to be in place and we needed to communicate to society 

The past year spurred both optimism and trepidation. Discoveries in shallow waters 

and heightened exploration activity highlighted the successes of the licensing 

rounds while the reach of the Energy Reform extended to the liberalization of the 

retail gasoline market. But a political cloud still hangs over the sector

ROUNDS, DISCOVERIES, POLITICS 
DOMINATE OIL AND GAS INDUSTRY
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the real situation and processes involved with these types of 

resources exploration and production,” says Franco.

The business opportunity present in unconventional 

resources is also seen by PEMEX, and while it is not yet 

known whether the company will place bids in Round 

3.3, Ulises Hernández, Director of Prospective Resources, 

Reserves and E&P Associations at PEMEX, indicates that 

is likely. “PEMEX has been participating, in partnership or 

independently, for assets that complement our portfolio and 

that can contribute to meet future reserve restitution and 

production goals. In terms of unconventional fields, we are 

very interested in highly-experienced players in this arena.”

EXPLORATION

According to a CNH drilling report, from January-April 2018, 

the pieces of drilling-related equipment in operation climbed 

to 37, representing an increase of 54.1 percent over the same 

period in 2017. Of this equipment, 24 pieces were engaged 

in development activities and 13 in exploration. Regarding 

location, 17 were onshore and 20 offshore and the number 

of onshore pieces of drilling equipment between January 

and April 2018 was 3.4 times than in the same period in 2017.

During that time, 62 wells were drilled, representing more 

than double the number of wells drilled during the first four 

months of 2017, when only 24 wells were drilled. Of these 

62 wells, 53 were drilled onshore and more specifically, 36 

were located in the Tampico-Misantla basin.

In terms of specific activity, PEMEX has been moving 

forward. “During 2017, we focused strongly on shallow-

water exploration,” says José Antonio Escalera, Director 

of Exploration at PEMEX E&P. “We made some significant 

discoveries in these regions and are already working to 

drill some delimitation wells. One of the latest wells we are 

drilling in shallow waters is Yaxché, where we are testing 

pre-salt production.” Regarding onshore activities, we 

discovered the Valeriana field in Tabasco, where we are also 

drilling a delimitation well. This was a significant discovery 

worth approximately 200 million boe.”

Private advances were highlighted by the Zama-1 well 

discovery of 1.4-2 billion boe. “The key to success at Zama 

was to do our homework ahead of time,” says Timothy 

Duncan, President and CEO of Talos Energy, the company 

appointed as operator in the consortium conformed by Talos 

Energy, Sierra Oil & Gas and Premier Oil. “At this moment, the 

oil discovered at Zama is classified as a contingent resource 

instead of a reserve. Once a final investment decision has been 

completed and the development plan has been approved by 

the government, these resources will migrate into reserves.” 

PRODUCTION

During the first five months of 2018, Mexico produced an 

average of 1.864 million b/d of crude oil and 4.801 bcf/d of 

natural gas, which represents a drop of 3.4 percent and 6.2 

percent from 2017 and a decrease of 12.1 percent and 17.6 

percent from 2016, respectively. 

Source: CNH

EVOLUTION OF MEXICAN RESERVES 2005-2017

 � Oil (Billion barrels)  � Gas (Tcf)

0

5

10

15

20

25

30

35

2017201620152014201320122011201020092018200720062005
0

10

20

30

40

50

60

70

80

WORK COMMITMENT

0

5

10

15

20

25

30

20
18

-2
0

21

20
11

-2
0

17

20
0

6
-2

0
10

20
0

1-
20

0
5

19
9

6
-2

0
0

0

19
9

1-
19

9
5

New operators

PEMEX

9
4

18

11 13 13

13

2

AVERAGE OFFSHORE EXPLORATORY WELLS

 � PEMEX  � New operators

Source: CNH

 � Proven  � Provable  � Possible



Mexico’s 1P reserves totaled 7.037 billion boe in 2017, 

according to PEMEX’s financial statement posted to the US 

Securities and Exchange Commission (SEC) at the end of 

April. The reserve replacement ratio came in at 17.5 percent, 

an improvement on the rate of 4.0 percent in 2016. But total 

1P reserves dropped 11 percent to 6.427 billion barrels from 

the previous year. In its SEC filing, the NOC cited a decrease 

in production from its Cantarell, Crudo Ligero Marino, El 

Golpe-Puerto Ceiba, Bellota-Chinchorro, Complejo Antonio 

J. Bermúdez, Cactus Sitio Grande, Ixtal-Manik, Chuc, Costero 

Terrestre and Tsimín-Xux fields. 

PEMEX’s farmout program, started in 2016 with BHP Billiton 

selected as the NOC’s first farmout partner for the Trion 

field, is also a strong bet to boost production. “Farmouts 

can certainly help the country make a direct change in this 

area. Of course, the blocks auctioned in the licensing rounds, 

especially in deepwater, have great projections but that is for 

the long-term. In the near-term, the most essential event for 

Mexico is the PEMEX farmouts,” says Palma Méndez, Country 

Manager at Wood Mackenzie.

New discoveries such as those at Ixachi and Zama will also 

underpin the countries production and reserves, but improved 

data collection and analysis will be key, according to Finance 

Minister Pedro Joaquín Coldwell. “With 2D and 3D seismic data 

multiplying threefold, we are improving our understanding of 

the resources that lay underground,” he says, pointing to the 

tangible results already emerging with the discoveries by Eni 

and the Talos-Sierra-Premier consortium.

NATIONAL OIL PRODUCTION PER BASIN (thousand b/d)

Source: Source: CAAM, JAMA, VDA, KAMA, SIAM, AMIA, ANFAC, Automotive News, Data Center
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PEMEX

PEMEX has dominated the oil and gas industry in Mexico, 

celebrating its 80th anniversary this year, and its hold on the 

sector remains in place after the nine concluded licensing 

rounds. The NOC emerged the biggest winner from the 

rounds, taking 14 highly competitive blocks – three of them 

individually. Says Joaquín Coldwell: “The Energy Reform 

has provided PEMEX with the necessary tools to build 

associations and to venture into technologically-challenging 

or financially-robust projects along with partnering 

companies. The reform has provided PEMEX with the 

possibility to compete for E&P contracts in CNH’s licensing 

rounds and the NOC has obtained 11 contracts in partnership 

with seven IOCs so far, with a projected investment that 

totals US$17.5 billion. Additionally, PEMEX has been awarded 

three independent contracts that prove its capacity to win 

blocks on its own.” 

The company won 83 percent of the country’s 2P oil 

reserves distributed mostly in shallow waters and onshore 

and also took five deepwater blocks, either individually 

or with partners. But several factors have converged and 

hampered its ability to meet its exploration commitments. 

These include a shortfall in the NOC’s committed exploration 

budget, focalization of investment on the most onerous 

wells, leaving some blocks unattended, and delay of the 

regulating guidelines, according to CNH Commissioner 

Alma America Porres. The Ministry of Energy gave PEMEX 

a two-year extension to come up with an exploration plan 

to meet its commitments, which Porres says implied a shift 

in PEMEX’s strategy to achieve at least one discovery per 

assignation. “This goal seems difficult to reach; however, 

during 2017 PEMEX had a 50 percent exploration success 

rate. Given this success, we are confident that the NOC’s 

goals will be meet. For the 2018/19 term, PEMEX will conduct 

exploration activities at 130 wells and we are confident that 

PEMEX´s production will increase.” 

To this end, more farmouts will be vital going forward, 

says Rubén Cruz, Leading Partner in Energy and Natural 

Resources at KPMG in Mexico. “Farmouts represent the 

perfect means to develop the fields awarded to PEMEX 

during Round Zero. They are a shortcut for the NOC to 

sustain a production volume of 2 million b/d and look to 

have a stable development as new discoveries will imply 

better planning to revert the trend of shortening production 

outcomes.”

In its SEC filing, PEMEX pointed out that it was sticking to its 

five-year business plan to 2021, that included strategies to 

improve cash flow and reduce debt while targeting continued 

cost-cutting and administrative discipline. It also said it was 

evaluating an updated 2018 plan. As a change in presidential 

administration looms at the end of the year, the NOC also 

outlined its objectives for the rest of 2018. These include 

maintaining production levels and developing farmouts and 

associations, accelerating the migration of integrated E&P 

contracts and FPWC to exploration and extraction contracts. 

PEMEX will also evaluate prospects for further Open Seasons 

for parts of its pipeline and storage systems, after holding 

the first one in 2017.

The company also mentioned the risk factors that could 

hit its balance sheet, including crude oil and natural gas 

price volatility, its high debt load, its potential exposure 

to cyberattacks and transportation risks and increased 

competition in the energy sector. The NOC also cited the 

political developments in Mexico. “Political events in Mexico 

may significantly affect Mexican economic policy and, 

consequently, our operations,” it said. “We cannot provide 

any assurances that political developments in Mexico will not 

have an adverse effect on the Mexican economy or oil and 

gas industry and, in turn, our business, results of operations 

and financial condition, including our ability to repay our 

debt.” PEMEX's total financial debt as of March 2018 totaled 

US$106.3 billion, down 4.3 percent compared to the same 

period in 2017. It also reported a net loss of MX$113.3 billion 

in 1Q18, but that represented a 29 percent improvement over 

1Q17. For the 2017 year, PEMEX spent US$10.81 billion, of 

which 84 percent was allocated to E&P activities, 10 percent 

to refining and petrochemicals and 6 percent to other 

expenses. It reported a full-year net loss of MX$333 billion 

in 2017 compared to a MX$191 billion loss the previous year.

MIDSTREAM 

With an open market and newly arriving companies looking 

to exploit the Energy Reform, the country’s pipelines and 

storage infrastructure have come under scrutiny, particularly 

for natural gas. Imports must be moved from Point A to Point 

B and Mexico is currently undertaking “the largest expansion 

our pipeline network has ever seen,” says Flores. In fact, the 

country’s pipeline network has added 7,372km of pipelines 

during the Peña Nieto administration, according to the latest 

update to the Five-Year Plan.

More is on the way. TransCanada, in a joint venture with 

IEnova and Infraestructura Marina del Golfo, was chosen in 

2016 to build, own and operate the 800km South Texas-

Tuxpan pipeline for natural gas. The project will interconnect 

with CENEGAS’ pipeline network in Altimira. During 2017, 

Mexico imported around 4.223 bcfp/d, mostly from the US, 

while its national consumption totaled 8.017 bcfp/d.

While building for today’s needs, the country must also keep 

in mind the future, when natural gas supply is expected to 

outpace demand. “Now, challenges are related to the drop 

in local production that leads to more natural gas imports as 

we are reaching our limit for imports capacity,” says David 



Madero, Director General of CENAGAS. “On the positive side, 

there are many pipelines being built right now and they are 

close to starting commercial operations. Once this happens, 

we will enter an era of larger transportation capacity than 

demand, which will be good for gas security but financially 

challenging for transportation companies.”

Even before the gas is put into the pipelines it needs to 

be stored and this has become an increasingly important 

issue – and opportunity – in the industry. “Mexico has limited 

fuel security, sufficient for only three days of consumption 

with the existing facilities,” says Guillermo García, President 

Commissioner of CRE. “In contrast, that storage ranges 

from 40-70 days in other countries. There are significant 

efforts on the public policy side to establish a mandatory 

storage target so more companies will participate in this 

market.” In terms of natural gas storage, Madero mentions 

the mandates received by the Ministry of Energy “to build 45 

bcf of strategic storage capacity by 2026 to face potential 

setbacks for gas in Mexico. The ministry has already set a 

target to tender the construction of 10 billion cf of storage 

capacity by the end of this year, which is challenging.” This 

commitment can be seen in the 33 storage and distribution 

projects sent to CRE for approval, out of which 24 are already 

approved and started construction. 

REFINING AND PETROCHEMICALS

Mexico has six refineries strategically positioned in the cities 

of Cadereyta, Madero, Tula, Salamanca, Minatitlan and Salina 

Cruz to cover the country’s demand for refined products 

with an installed capacity of just over 1.6 million b/d. With 

an average national consumption in 2017 of 1.58 million b/d, 

out of which 70 percent is imported from US refineries, 

the problem of the country’s refining industry is not so 

much capacity but refining efficiency. In 2015, production 

efficiency of refined products only reached 61 percent, and 

the percentage of unscheduled shutdowns reached almost 

13 percent.

Although operational excellence represents an opportunity 

for improvement, downtimes are also related to supply chain 

inefficiencies, as 74 percent of the unscheduled shutdowns 

were related to the supply of services. 

In its 2017-21 business plan, PEMEX stated its commitment 

to revamping its refineries through alliances focused on 

auxiliary activities and operation and maintenance, areas in 

which private companies see a bright future. Stefan Lepecki, 

CEO of Braskem IDESA, emphasizes the importance of 

value chains, and the opportunity Mexico has to be a highly 

competitive country. “Production and commercial chains 

start with securing feedstock and the potential of Mexico 

is incredible in that regard, as it has the feedstock reserves 

and the necessary markets, the two fundamental pillars for 

this business.”

FUEL RETAIL

In 2017, Mexicans were able to see the Energy Reform’s 

results first-hand as fuel prices were liberalized, and market 

competition was reflected at the pumps. At the same time, 

the country saw brands other than PEMEX sprouting up at 

gas stations nationwide. Competition and competitive prices 

became the name of the game. “We had a landmark year 

in 2017 thanks to the implementation of further changes 

in the industry,” says CRE’s García. “The government 

liberalized fuel prices in general and regions were given the 

opportunity to set their own prices gradually, and within a 

year, price liberalization became a reality nationwide. Unified 

prices used to be the norm in the country and now they 

are differentiated by region and set by the players involved, 

injecting competitiveness into the market.” 

Among the first names to make a mark on the retail end 

of the market was BP Downstream, which opened 200 

stations in 13 states in 2017, with plans to have 500 opened 

by the end of 2018 and another 1,500 stations expected in 

the next five years. “We consider Mexico key to our global 

strategy since it is about the sixth-largest fuel market in the 

world,” says Álvaro Granada, General Manager Mexico of BP 

Downstream. To date, Mexico has 11,992 service stations, out 

of which 2,908 (24 percent) belong to 45 new retail brands. 

From these new brands, OXXO GAS has the lead with 464 

service stations. 

Despite the successes, challenges remain, particularly when 

it comes to regulations. “From a regulatory perspective, we 

still need a fair playing field for all companies wishing to 

participate in the market,” says Alberto de la Fuente, Director 

General of Shell Mexico says. “The country also needs to Source: CNH
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develop and attract more investment in infrastructure 

because we currently depend on PEMEX’s infrastructure. 

We need more storage terminals, pipelines and routes for the 

product to move around the country. We believe that Mexico 

has approximately three days’ worth of storage, which is 

insignificant, particularly when trying to manage different 

operators and more competition.”

SUPPLY CHAIN

Mexico has a strong local supply chain that has supplied 

PEMEX across its entire life. Between January and March 

2018 PEMEX spent over MX$20.9 billion in procurement 

contracts, out of which 21 service companies accounted for 

MX18 billion, 86.31 percent of the total amount of PEMEX 

expenses. This local supply chain will have to compete 

against consolidated international service companies with 

the highest performance and quality standards and best 

practices to comply with the strict requirements of IOCs 

and operators from all over the world. 

Regarding the Mexican oil and gas industry in general, 

service companies are committed to providing cost-

efficient products and services at prices where operators 

can develop E&P activities without concern regarding low 

oil prices. To mention a good example, service companies 

worldwide are structuring their final prices to operators 

keeping in mind a US$45-55/b price. This price structure 

allows both operators and service companies to incentivize 

investment, particularly in exploration activities and 

maintains a strong and organic flow throughout the entire 

life cycle of the E&P contracts.

Nevertheless, according to KPGM’s Cruz, “Mexico has gone 

through a learning curve quickly and successfully. Interest 

in the country’s fields was present from the beginning but 

the lack of experience in handling day-to-day operations 

required different implementations.” Local content 

requirements are also part of the equation. “As investments 

flow and they grow larger, meeting local content 

percentages will be harder to achieve. There is a need to 

bind Tier 1 and Tier 2 service suppliers to local requirements 

since they only apply to operators at the moment and 

industry players need to work under coordinated rules to 

make sure there is a commitment to deliver.”

CONCERNS

The continuity of the Energy Reform is instrumental for 

the development of the industry as PEMEX would not be 

able to substitute the investment commitments made by 

the winners of the awarded blocks in the licensing rounds, 

as well as their technological capabilities and execution 

capacity. This is particularly true at this juncture, with a 

new presidential administration ready to take the country’s 

political and economic reins, which could deeply impact 

the overall energy industry. This concern is shared by José 

Uriegas, CEO of Grupo IDESA, a company with a presence 

across the value chain of the Mexican oil and gas industry 

and that has developed partnerships with both national 

and international companies. “The future of the oil and 

gas industry in Mexico is bright but we have to be careful 

about how to balance short and long-term benefits we 

want to achieve. The reality is that it will take at least 

five to 10 years for the projects brought by the licensing 

rounds to reach maturity, which shows how important it is 

to secure the integrity of the investments in the long term.” 

According to KPMG’s Cruz, avoiding over-regulation and 

ensuring close interaction between all the regulatory 

institutions – CNH, CRE and ASEA – is crucial to ensure 

processes are streamlined. “Ideally, we should move to 

create a single database where each agency, along with 

the Mexican Petroleum Fund, inserts all the information 

collected from new companies and makes it available 

to the other regulatory bodies to avoid duplicating 

processes.” One of the country's major milestone was its 

integration into the International Energy Agency. 

Private industry has also praised the achievements of 

the Ministry of Energy, CNH, CRE and ASEA in terms 

of providing a stable basis to do business in Mexico. 

“Both national and international investors have pointed 

out that in Mexico we have created a robust and clear 

legal framework,” says Eduardo Núñez, Managing 

Partner at Núñez Rodríguez Abogados. “The fact that 

the constitutional reform was ratified by the Congress 

through a political consensus is also an important political 

achievement.” But it is still too early in the process to 

declare victory, says Pablo Guzmán, Management 

Consulting Leader PwC Mexico, adding that, although the 

oil and gas industry in Mexico has a long history, the open 

market is extremely recent. “There is 110 years of history 

behind the Texas the oil and gas industry, while in Mexico 

the Energy Reform is only 3 years old. It is an excellent 

reform from a legal perspective but some things need to 

be optimized. Now we have to work on the details, to start 

polishing the legal framework.”

“The future of the oil 
and gas industry in 

Mexico is bright but we have 
to be careful about how to 
balance short and long-term 
benefits we want to achieve”

José Uriegas, CEO of Grupo IDESA
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It is our pleasure to invite you to attend the Mexico Oil & Gas Summit on July 17-18, 2019. Over five 

years have gone since the Energy Reform was signed. Now, Mexico faces a new industry reality that 

will be managed by a new president and Congress. CNH ended 2018 with 113 operators participating 

in the licensing rounds and 107 blocks allocated. This means that Mexico has 73 operators and 

consortia already working on their exploration and development plans. Mexico’s autonomous oil and 

gas regulators (CNH, CRE, ASEA and CENAGAS) will have to work with the new administration and 

industry players to showcase the benefits of an open market and ignite the consolidation phase of 

the reform. This conference offers a unique opportunity to get the inside perspective directly from the 

business and political leaders who are shaping the development of the country’s oil and gas industry. 

It serves as a platform to engage in constructive debate while our elite audience of industry leaders 

offers unparalleled networking opportunities at this historic time of change.

Given the scale and scope of the transformation of the Mexican oil and gas industry, don’t miss this 

opportunity to get ahead of the game. Register now to take part in the sixth edition of the industry-

leading Mexico Oil & Gas Summit. This two-day event will present the industry’s most important 

topics addressed by its top stakeholders. Check out the program and speakers for more information.
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The Mexico Oil & Gas Summit will also mark the launch of Mexico 

Oil & Gas Review 2019, which provides the most relevant and 

comprehensive overview of the Mexican oil and gas industry 

based on face-to-face interviews with over 180 business and 

political leaders who are shaping the industry. As the success 

of our previous seven editions demonstrates, this publication 

is perfectly positioned to connect key stakeholders across 

the Mexican and international public and private sectors, and 

facilitates the exchange of vital industry information. This 

essential decision-making tool will be gifted to all participants 

of the Mexico Oil & Gas Summit.

LAUNCH OF MEXICO OIL 
& GAS REVIEW 2019

Register now or risk missing the opportunity to 

get the inside perspective and network with the 

industry’s main stakeholders at this high-profile 

conference and networking event.

CAN YOU 
AFFORD TO  
MISS OUT?

Co-branding on the podium

Sponsor recognition in the conference program

Sponsor recognition on conference website

ALL PACKAGES 
INCLUDE:

“A unique opportunity to 
share our latest thoughts and 

solutions with like-minded people 
and shape the incredible O&G 
industry in Mexico”

Hector E. Rocha Leon,  
Partner Energy Segment of EY 

Mayerling Canavati
mc@mexicobusinessevents.com
+52 55 5255 0077

Jack MIller
jm@mexicobusinesspublishing.com 
+52 55 5263 0211

CONTACT

TWO EASY 
STEPS TO 
SPONSOR:
CALL. CHOOSE

 � Platinum Sponsor (US$24,500)

 � Gold Sponsor (US$17,500)

 � Silver Sponsor (US$12,500)

 � Luncheon Sponsor (US$14,500)

 � Networking Cocktail Sponsor 

(US$12,500)

 � Seat Cover Sponsor (US$14,500) 

 � Coffee Break Sponsor (US$12,500)

 � Charging Pole Sponsor (US$9,500)

 � Speaker Room Sponsor (US$14,500)

 � Wi-Fi Sponsor (US$9,500)

 � Lanyard Sponsor (US$9,500)

 � Live-Streaming Sponsor (US$9,500)

Choose from prestigious Platinum, Gold 

and Silver packages or take advantage of 

opportunities, including the networking 

lunch, coffee breaks and networking cocktail.



ENERGY REFORM DEMANDS BEST 
INTERNATIONAL PRACTICES
PEDRO JOAQUÍN COLDWELL
Minister of Energy 

Pedro Joaquín Coldwell  has been Minister of Energy since 

December 2012. Previously, he was Governor of Quintana Roo, 

Minister of Tourism from 1990 to 1993, Ambassador to Cuba and 

federal Senator representing Quintana Roo from 2006 to 2012

A: The Energy Reform has provided PEMEX with the 

necessary tools to build associations and to venture into 

technologically-challenging or financially-robust projects 

along with partnering companies. The reform has provided 

PEMEX with the possibility to compete for E&P contracts 

in CNH’s licensing rounds and the NOC has obtained 11 

contracts in partnership with seven IOCs so far, with a 

projected investment that totals US$17.5 billion. 

Additionally, PEMEX has been awarded three independent 

contracts that prove its capacity to win blocks on its own. 

Another mechanism granted to PEMEX after the reform 

refers to the possibility of migrating its concessions from 

Round Zero to E&P contracts, individually or through 

farmouts. This alternative has proven to be successful 

for the NOC after completing its first deepwater farmout 

in Trion with BHP Billiton at an estimated investment of 

US$7.6 billion. It also carried out two onshore farmouts with 

Cheíron Holdings for the Cárdenas-Mora field and with DEA 

Deutsche for the Ogarrio field, with an estimated investment 

of US$127 million and US$96 million, respectively. These 

three farmouts represent investments of US$7.8 billion, 

or 72 percent of PEMEX’s capital investment for 2017. 

Regarding the migration of CIEPs and COPFs contracts, 

PEMEX has successfully concluded two processes and it is 

in the process of finishing three more during 2018.

Q: What is the ministry’s message to private operators in 

light of Mexico’s political transition during 2018? 

A: The licensing rounds under the new regulatory 

framework have been the most transparent in the national 

industry’s history. Such high levels of transparency 

guarantee their continuity and that they will transcend 

political or electoral cycles. The awarded contracts are 

shielded by the fact that CNH is the only entity with the 

legal capacity to rescind them. Rescission clauses have 

been pre-established in the contracts and operators were 

aware of them from the beginning. These include clauses 

for unjustified unfulfillment of investment commitments, 

serious accidents and irreversible damage to production 

and/or facilities. They are all related to violations in 

complying with the contract. 

Q: In what ways has the Peña Nieto administration 

transformed the Mexican oil and gas industry?

A: The Energy Reform’s main achievement is its high level 

of transparency and accountability. The licensing model for 

E&P contracts has been adjusted over time to make it more 

competitive, transparent and internationally attractive. The 

hydrocarbons licensing system has allowed us to reach 67 

percent in contract allocations with 107 awarded contracts 

from 161 offers, and with no complaints from participating 

companies. Moreover, we have had an average 74 percent 

government take. The expected economic spillover from these 

contracts amounts to US$161 billion and around 900,000 

direct and indirect jobs in the country’s oil regions. 

New entrants into the market have created a highly-

diversified hydrocarbons industry with 73 operators from 

20 countries, ranging from the world’s most renowned IOCs 

to 34 new Mexican companies founded after the reform’s 

approval. The upcoming tender for Rounds 3.2 and 3.3 

will take place in September and will contribute to these 

outstanding results. 

Q: How will the Energy Reform impact final consumers?

A: The reform’s vision is to provide competitive energy 

prices through the creation of regulated markets. We are 

carrying out the largest expansion of the National Pipeline 

System to transport natural gas to a wide range of new 

regions at competitive prices. The incipient fuel market has 

also opened to competition, providing consumers with an 

offer of around 40 new brands. Over time, this will imply 

better services, competitive prices and greater efficiency 

for the benefit of Mexican consumers. 

Q: What is your evaluation of PEMEX’s transformation into 

a productive state enterprise, the migration of COPFs and 

CIEPs and the acceleration of the farmout process?
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A: It is an internal strategy that involves the entire value 

chain. In upstream, for instance, we are presenting many 

blocks with natural gas resources and we must ensure 

they are internationally competitive. In midstream, we are 

in the midst of the largest expansion our pipeline network 

has ever seen, extending it from 11,000km to 18,000km to 

reach more regions. Beyond the transport infrastructure, 

we have markets under development, with more players 

on both the supply and demand sides creating regional 

hubs. Price liberalization is allowing regional pricing to 

form a more dynamic natural gas market. We expect 

these changes to foster wider distribution coverage 

across the country, since we are at an early stage in the 

development of our new energy model. 

Q: What are your expectations from the upcoming licensing 

round for unconventional resources? 

A: The Burgos basin holds 50 percent more prospective 

resources than the Eagle Ford basin, so we see a large 

upside for the development of Burgos and the interest we 

have seen so far is high. The nine blocks in the upcoming 

licensing round on their own hold more resources than 

anything we have auctioned so far onshore. We want 

to start with a small tender, learn from that experience, 

test our contractual and fiscal terms and see how well 

the regulations adjust to this tender so we can use that 

experience at other stages.

Q: How can the Ministry of Energy translate improved 

reserves into attractive incentives for IOCs?

A: Mexico is attractive for investment because the framework 

of the oil industry is transparent and the policymakers and 

regulators are competent. We have a diversified economy, 

with a major manufacturing exports base. This framework 

on its own strengthens the attractiveness of working in 

the country. 

Q: What have been the major milestones and flagship 

success of the Energy Reform so far?

A: The first years of the transformation of Mexico’s energy 

industry have been encouraging, based on the interest 

that global companies have displayed in the country’s 

new energy model. In just three years, we went from 

having one company in the upstream sector to 70 new 

players. We went from having a few companies that were 

participating in the natural gas segment and PEMEX as 

a single player in midstream, to 70 companies in natural 

gas and oil products transportation and storage. We 

had a single gasoline brand in every single station in the 

country and now we have 43. In total, we have over 170 

new players across the oil and gas value chain. They are 

all interacting, competing and developing their business 

models to foster a modern and competitive industry in 

the country.

Q: What mechanisms could enhance the implementation 

of the reform?

A: We must maintain the reform’s momentum through full 

transparency, sustained competition, streamlined regulatory 

processes, greater flexibility for the financial mechanisms 

that can support projects and an overall commitment to 

competition-enhancing practices. These mechanisms will 

push the industry to the next level. 

Q: Why is it significant that Mexico joined the International 

Energy Agency (IEA)?

A: Mexico’s entry into the IEA is a recognition of the 

country’s significance as a global energy player and the 

modernization process the country has embarked on. It 

is a stamp of support for what Mexico has been doing. 

Belonging to this organization will motivate us to contribute 

to the development of the global energy agenda. 

The fact that we are also part of the OECD means that we 

will benefit from peer reviews and best practices from the 

world’s leading oil and gas players. 

Q: What have been the most significant steps in the 

consolidation of a sustainable natural gas market?

TIME TO PLACE YOUR 
BETS ON MEXICO

ALDO FLORES
Deputy Minister of Hydrocarbons at the Ministry of Energy

VIEW FROM THE TOP

Aldo Flores  was previously Secretary General of the International 

Energy Forum from 2012-16. He was also Director General of 

International Affairs at the Ministry of Energy and Director General 

of Economic Bilateral Relations at the Ministry of Foreign Affairs



the country will drill a total of 26 offshore exploratory wells, 

13 of which will be drilled by new operators. This is especially 

important given the fact that Mexico’s oil production 

decline was the result of limited exploration activity. Having 

exploration activity back on track is a good indicator of the 

success of the licensing rounds. 

The third indicator is the government take, which is an 

indicator that combines the different taxes and royalties 

paid by operators and is expressed as the amount of taxes 

paid as a percentage of profit. The government take in 

Mexico is significantly higher than the government take in 

the US Gulf of Mexico, which stands at 55 percent. When 

we compare the government take of Mexico’s licensing 

contracts with the government take of the concessions in 

Brazil, ours is higher, at 63 percent versus 59 percent. In 

Brazil and Mexico, we have both licenses or concessions 

and production-sharing contracts, which usually have 

a higher government take because profit rather than 

revenue is taxed. Both countries have a government take 

of 75 percent for production-sharing contracts. 

Q: How do you measure the uptake in exploration activity 

and what are the implications of this?

A: Mexico has not only achieved higher government takes 

than its main competitors but the investment committed 

Q: How would you describe the highlights of the 

licensing rounds?

A: We have completed 14 bidding rounds, resulting in 107 

awarded contracts. The first indicator of CNH’s success is that 

we have completed these 14 bidding rounds without a single 

legal challenge or observation from our internal auditing 

office or from Congress’ federal auditing office. Accountability 

is our main priority, so if the next administration would like 

to review the 107 awarded contracts then we are very ready 

to do this with them. The main purpose of CNH is to deliver 

transparency and accountability. 

The second indicator is investment. The bidding variables are 

the royalty rate and the minimum work commitment and the 

Ministry of Finance establishes a weighted average of these 

variables. Most of the weight has been placed on the royalty 

rate. Although I would prefer to see more weight placed on 

the minimum work commitment, we have achieved very good 

results nonetheless. The winners of blocks in the bidding 

rounds have committed 138 wells, of which 74 are onshore 

and 64 are offshore. As a reference, 64 offshore exploration 

wells is equivalent to 20 percent of all exploration wells in the 

history of Mexico. The drilling of offshore exploratory wells 

has doubled in Mexico. The country drilled 15 such wells in 

the 2011-2017 period, two of which were the result of the new 

contracts. In the 2018-2021 period, based on commitments, 

NO NEED TO FEAR FUTURE 
OF LICENSING ROUNDS
JUAN CARLOS ZEPEDA
President Commissioner of CNH
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exploratory potential accounts for the 58% of the total 

non-unconventional resources 

Focusing on the development of Mexico’s extra heavy oil 

potential is the third E&P recommendation. Extra-heavy oil 

is an important opportunity because Venezuela has seen 

a substantial decrease in heavy oil production and the 

declining production of Cantarell has reduced Mexico’s 

heavy oil production. Mexico has important heavy and extra-

heavy oil fields that we have not started developing, with the 

exception of Ayatsil-Tekel. There is an important cluster of 

extra-heavy oil fields in proximity to Ku-Maloob-Zaap where 

PEMEX was awarded Ayatsil, Tekel and Utsil and the Ministry 

of Energy retained a number of attractive giant fields, such 

as Pit and Kayab. When we started the bidding rounds, oil 

prices did not allow for the development of such fields, but at 

current prices this is profitable. Moreover, Mexico’s refineries 

were designed for this type of oil and the economies of 

scale that the cluster of fields offer represents an important 

economic opportunity.

The fourth E&P recommendation is to increase natural gas 

production, which is the most important energy security 

concern for Mexico. We will continue to import competitively-

priced natural gas from the US, which in recent years has 

been an important driver of lower electricity costs for the 

industry. Given that we are importing around 85 percent 

of the natural gas we consume from one country, we have 

to diversify. To do so, the Mexican government will have to 

implement a natural gas policy to make it feasible to support 

natural gas in Mexico. Tax incentives can be used to achieve 

this purpose without removing income from the federal 

budget. The US offers different incentives to the oil and gas 

industry, such as the intangible drilling assets deduction that 

allows companies to deduct most of the costs of drilling wells 

in the US from income taxes. These types of tax incentives 

should be introduced in Mexico for non-associated gas. In 

terms of royalties we have to understand that there is no 

economic rent to capture from non-associated gas, so there 

should be no royalty. 

If the new administration wants to pause the bidding rounds, 

my humble recommendation would be to continue with the 

deepwater, unconventional and onshore rounds to ensure 

that the first two do not leave resources idle and the last 

continues the development of the new Mexican industry. If 

we pause bidding rounds in shallow water then we need to 

provide additional investment capital to PEMEX.

through minimum work program is very high, and our 

processes have been very transparent. Apart from strong 

performance on these three indicators, we have seen a 

strong increase in investment in seismic activity. We have 

awarded 40 geological and geophysical permits (G&G 

permits). Based on these contracts, the industry has 

invested more than US$2 billion, which resulted in seismic 

coverage of the Gulf of Mexico growing from 35 percent 

to 100 percent over the past three years as the volume of 

2D seismic tripled and the volume of 3D seismic with WAZ 

technology quadrupled. 

Finally, exploration activities in blocks awarded in Rounds 

1.1 and 1.2 have already resulted in important discoveries. 

The consortium of Talos, Premier and Sierra Oil & Gas 

announced a significant shallow-water discovery of more 

than 2 billion barrels resulting from the drilling of the Zama-1 

well in Block 7, awarded during Round 1.1. Round 1.2 included 

blocks with discovered fields, and both ENI and Hockchi 

have tripled their reserves through successful exploration 

wells. So far, the indicators are looking very good at every 

step of the value chain. 

Q: How can these initial results be translated into the desired 

production increases?

A: If we want to return Mexico’s oil production level to 3 

million b/d, we need to substantially increase average E&P 

capital expenditure. As a reference, PEMEX is investing 

around US$8 billion per year in E&P, which is a low figure 

compared with the US$18 billion PEMEX was investing in 2013 

before the opening of the industry. To return oil production 

to 3 million b/d, PEMEX and new operators will have to raise 

their collective E&P investment to US$20 million in the short 

term and gradually increase it to US$60 billion by 2030. 

This investment will have to be directed at various areas 

to return production to levels approaching Mexico’s 2004 

production peak. One area of opportunity is investment in 

onshore basins, where Mexico has no production. Tampico-

Misantla is the most important basin is this regard. The first 

important E&P strategy recommendation is that we must 

develop Tampico-Misantla, which has a production potential 

of 700,000-1.5 million b/d that can be activated in the short 

term. We need to attract private operators that can work side 

by side with PEMEX to develop this area. 

Currently, Mexico has 25.5 billion barrels of oil equivalent of 

discovered 3P reserves, 76 percent of oil and 24 percent of 

natural gas. Additionally, it is estimated that there are 112.8 

billion boe of prospective resources (to be discovered), 53 

percent of unconventional resources.

The Tampico-Misantla basin concentrates a great 

potential: the discovered fields within this basin represent 

almost 30% of total 3P reserves and its unconventional 

Juan Carlos Zepeda  has extensive experience in the oil industry, 

including with the Ministry of Energy and the Ministry of Finance. 

On April 30, 2014, the plenary session of the Senate appointed 

him President Commissioner for a second five-year term
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LICENSING ROUNDS AN 
INVESTMENT OPPORTUNITY
The licensing rounds have scratched the surface of the 

potential Mexico holds. The country has an average 

recoverable reserves rate twice as large as that in Brazil 

and seven times the size of that in the US. It has an average 

size of onshore discoveries three and four times larger than 

in Colombia and Brazil, respectively. Now, 107 blocks have 

been assigned to 73 companies coming from 24 countries in 

the nine concluded rounds and three farmouts. On average, 

companies have placed 3.5 bids per offered block, and in 

total, all the assigned blocks have attracted a committed 

investment of US$4.07 billion. During these processes 

companies have offered a total US$3.9 billion to the state as 

tiebreaker payments. The next rounds will include the first-

ever round on unconventional resources on Sept. 5, 2018.

US$1.6 billion has 
been offered to the 
state in tiebreaker 
payments during 
the rounds and 
farmouts

PEMEX has won 3 blocks as an 
independent and 11 with consortiums
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been strengthened. Practices that will help PEMEX 

in its internal processes have been identified, such as 

procurement, cost of labor assessments and costs 

allocation, among others. PEMEX has benefited from 

observing and learning from the practices of its partners, 

from the process of forming alliances, joint participation 

in licensing rounds and the operation of contractual 

areas. PEMEX’s staff has incorporated best practices into 

the operation of alliances through its active participation 

in its partners’ committees and subcommittees. 

Given the success of the Trion evaluation stage, PEMEX, 

together with its partner, will develop the first deepwater 

oil project in Mexico, the Trion block. PEMEX has defined 

an assignment-migration plan, which considers the 

reconfiguration of the assignments to speed up future 

management considering geological conditions, degree 

of knowledge and natural limits. In a parallel process, 

PEMEX has defined a farmouts schedule to complement 

its technical capabilities and share the risks. The first phase 

of the onshore cluster includes seven contractual areas, 

4,508km2 of extension and 3P reserves of 405mmboe. 

These blocks are undergoing a bidding process and the 

proposal revision will be carried out on Oct. 31, 2018. 

Q: What main factors will shape the strategic priorities and 

investment strategy of PEMEX E&P for the 2018-19 period?

A: To achieve compliance with the outlined objectives, 

it is necessary to develop a series of previously-studied 

steps. The success of these specific objectives will 

depend on a wide variety of factors. Among the most 

relevant objectives, we can highlight the strengthening 

of efficiency and profitability in exploration performance, 

consolidating the real value in areas assigned to PEMEX, 

to ensure the characterization and delimitation of new 

discoveries and strengthening the portfolio of exploration 

projects through access to new areas. Included in the 

performance objectives are increasing operational 

efficiency, improving performance in reliability operations, 

and labor productivity, as well as executing infrastructure 

modernization projects. The strategy will be to generate 

efficiencies and maintain competitive costs. 

Q: What is your assessment of PEMEX’s performance in 

Round Two and the progress made in the Round 1.4 blocks?

A: After the awarded E&P contract from Round 1.4 was 

signed on Feb. 28, 2017, the exploration plan for this 

block was delivered on Aug. 23, 2017 and approved by 

CNH on March 14, 2018. The consortium conformed by 

Chevron, PEMEX E&P and INPEX operates the contractual 

area, complying with the requirements established by 

the regulators. The first exploration period is being 

executed, in which exploratory prospects are being 

identified and integrated with the aim of drilling the first 

exploratory well in 2021 within the first additional period 

of exploration. 

Regarding the Trion farmout, the E&P contract was signed 

on March 3, 2017, the exploration and evaluation programs 

were delivered on Aug. 29, 2017 and CNH approved both 

on Feb. 15, 2018. The first exploration period is underway, 

and the first delimitatation well is scheduled to be drilled 

in September 2018. During Round 2.1, PEMEX participated 

in six blocks, one individually and five in consortium, 

winning contract areas 2 and 8, both in consortium. This 

outcome means PEMEX obtained prospective resources 

to the amount of 270mmboe without risk. Deepwater 

Round 2.4 saw PEMEX participate in 10 blocks, four 

individually and six in consortium. The NOC was awarded 

two blocks individually and two in a consortium.

Q: How did PEMEX benefit from its partnerships in terms 

of best practices?

A: PEMEX has complemented its technical, operational 

and administrative capacities and has shared the risks 

associated with the execution of projects that require 

material investments. Practices related to corporate 

communication, social responsibility, compliance, ring 

fencing, estimation of labor costs and negotiation have 

KEY GOALS: GENERATE 
EFFICIENCIES, MAINTAIN 
COMPETITIVE COSTS
JUAN JAVIER HINOJOSA
Director General of PEMEX E&P

Juan Javier Hinojosa  has been at PEMEX since 1980. In 1998 

he became manager in Analysis and Evaluation of Exploration 

Investments. He took up his current position as Director of 

Exploration and Production in May 2015
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mature fields that require the application of enhanced oil 

recovery techniques to recover more oil, in which we have 

little experience. Some of these blocks require additional 

investment for exploration activities. PEMEX does not have 

the capacity itself to take full advantage of these assets. 

For years, PEMEX had been working alone and assuming 

the technical and financial risks, so the possibility of 

establishing partnerships gives the company traction. All 

the previous elements are considered in conjunction with 

PEMEX’s objectives of meeting its production, reserve-

replacement and profitability goals.

In terms of our strategy for the licensing rounds, we have 

established a series of partnerships that are strategically 

aligned with us. PEMEX has been competing, in partnership 

or independently, for assets that complement our portfolio 

and that can contribute to meeting future reserve restitution 

and production goals. In terms of unconventional fields, we 

are very interested in highly-experienced players in this arena.

Q: How have PEMEX’s activities developed with BHP 

Billiton in Trion?

A: The relationship and activities with BHP have been very 

smooth. Both teams have worked very closely, and BHP has 

been very open to discuss all the aspects of the process 

PEMEX has never before experienced. In terms of field 

activities, we are in the early stages of the plan. Still, we 

have been learning a great deal, mostly in the sense of how 

to manage a partnership, how to control expenses and how 

to hire products and services according to international 

best practices. PEMEX has already sent three professionals 

to Houston to work as part of an integrated project team. Of 

course, there are always aspects in which we have different 

points of view, but the healthy and positive communication 

channels we have developed allow us to reach mutually-

beneficial conclusions.

Q: How have previous farmouts influenced the way PEMEX 

selects its assets for this type of partnership?

A: The farmout process, in which a company looks for a 

partner to jointly perform exploration and production 

activities, is done for several reasons, but mainly because 

the company needs to complement its technical, financial 

and/or execution capabilities as well as to share risks, 

so it can execute a project. Not doing so may delay the 

activity and lose value. PEMEX started farming out areas 

awarded in Round Zero two years ago. The first was Trion, 

a 2012 deepwater discovery. For this field, PEMEX needed 

to complement its technical and financial capabilities to 

complete the appraisal stage and eventually carry out 

development. Similarly, the Nobilis-Maximino and Ayin-

Batsil blocks contain discoveries with significant technical 

and financial challenges that require joint efforts to make 

them happen. Cárdenas-Mora and Ogarrio are fields 

that require the implementation of new techniques and 

technology to enhance and accelerate oil recovery.

Now the farmout process is better understood and we have 

gained momentum. We have learned a lot not only from Trion, 

Cárdenas-Mora and Ogarrio, which were awarded, but also 

from Ayin-Batsil and Nobilis-Maximino that were unsuccessful. 

These lessons will be integrated into the re-tendering of Ayin-

Batsil and Nobilis-Maximino, as well as in future farmouts. We 

have identified more blocks where a partnership through a 

farmout will bring a higher added value to the asset and 

will allow PEMEX to spread risk. Since the blocks we are 

considering contain fields of different sizes, some of them 

with exploratory upside, we can expect both small and large 

independent companies to take part in the bidding process.

Q: What criteria does PEMEX use to select its farmouts?

A: Assets to be farmed out are selected according to 

several elements. The most important for PEMEX is the 

need to complement its technical, financial and execution 

capabilities and share risks to execute a project. Assets that 

require the application of practices and technology in which 

PEMEX has little or no experience, that demand significant 

investments and/or are high risk are candidates for farmout. 

The assets PEMEX is currently farming out are mostly 

POSITIVE PARTNERSHIPS 
INCREASE COMPETITIVENESS

ULISES HERNÁNDEZ
Director of Prospective Resources, Reserves and E&P Associations at PEMEX

Ulises Hernández  has worked in PEMEX for over 18 years. 

He holds a Ph.D. in geology from Reading University. He has 

been the President of the Mexican Association of Petroleum 

Geologists and Vice President of the Mexican Geology Society

VIEW FROM THE TOP



WHAT HURDLES 
HAVE YOU FACED 
AND WHAT HAVE 

YOU LEARNED 
IN MEXICO?

JAVIER ZAMBRANO
Executive Director of Jaguar E&P

MATT MCCARROLL
President and CEO of 

Fieldwood Energy

GLYN JONES
General Manager of Petrofac

The top two challenges operators face in onshore fields are dealing with security and 

with communities. To handle the community aspect, we become closely involved in 

the social issues of the communities in which we work. As each community has a 

different set of needs and concerns resulting from our operations, and as there is no 

specific pattern to follow when dealing with them, each area represents a different 

challenge. Being respectful with all the people we interact with, as well as with the 

landowners is crucial. On the security side, when dealing with any kind of criminal 

activity that may be present in our areas of operation, we follow procedures and 

recommendations that are put in place by our security consultants. 

There has been a lot of bidding activity but not much well drilling and construction 

activity. The only companies that have ever actually drilled wells are winners from 

Round 1.1 and 1.2: Talos Energy, Pan American Energy, ENI and ourselves. There is a 

lot of activity to come. I think a legitimate question is whether or not the regulatory 

process and the administrative process within government agencies such as the 

Ministry of Energy, CNH and ASEA can handle the volume of work that is coming. 

There are many practical elements that have not been figured out yet. For example, 

as of March 2018 there are only two CNH-approved delivery points for oil offshore. 

It is hard for us to make the commitment to spend hundreds of millions of dollars 

developing a field until we are certain how we are going to sell that oil and where.

The first is human capital. With the improving oil price trend and the growth in activity 

levels as the Energy Reform gathers momentum, we anticipate a skills shortage 

in Mexico. There is definitely a gap in the country that needs to be addressed. 

Fortunately, we have also seen that the Ministry of Energy and other institutions such 

as AMEXHI and the British Chamber of Commerce are very interested in helping. 

It will take time, but it will happen. Another challenge is the capabilities of local 

suppliers where we see a need for help. Lastly, land access and security at the fields is 

an issue. Negotiations with trade unions are complex for international companies and 

even more so when talking about communities, where in some cases we experience 

vandalism and blockages. 

The opening of the Mexican hydrocarbons market left the 

door open for both national and international companies 

to explore and produce oil and gas in the country. Through 

different consortiums, or as lone players, IOCs, NOCs 

and independent oil and gas operators are bringing best 

international practices and long track records from around 

the world to untap as many opportunities as possible. 

Despite that experience, many companies must still 

undergo a learning curve to consolidate their foothold in 

the country. We asked industry leaders what they have 

learned, what challenges they have found and what are 

their expectations now?

| ROUNDTABLE



IVÁN SANDREA
CEO of Sierra Oil & Gas

STEVE HANSON
Director of Tonalli Energía, 
President and CEO of International 
Frontier Resources

I personally believe that for the reform to be successful many things need to happen, 

not just the development of a good regulatory environment, good regulators and good 

contracts. We need to have competition. We need to have a strong PEMEX and, in the 

case of the Mexican players, we need a very strong ecosystem of local companies. Up 

to Round 2.4 more than 60 percent of the contracts were signed by newly-formed 

Mexican players. Companies such as Sierra Oil & Gas, Citla Energy, Jaguar and 

PetroBAL that have ventured into large projects and higher risk areas employ many 

people here and our activities are essential to local development. We are committed 

to the country for the long term. We have capital and staff that comes from Mexico. 

We try to connect companies with capital providers when we see opportunities. 

We have learned a lot about the regulatory process in Mexico, which is very different 

than in Canada and which has been a lot of work. The regulatory agencies here are 

very thorough and the process is all new to them. They are learning at the same 

time we are, so this process should become easier making it less expensive for us 

in the future. I think the regulators are going to figure out how to make their life 

easier by doing less work than they have been doing until now. Currently, they are 

doing a lot more work than regulators in Canada would do, and frankly in Canada 

the regulators work very well with the operators to create one of the safest oil and 

gas environments in the world.

ALBERTO DE LA 
FUENTE
Director General of Shell Mexico

All three regulators have the right attitude and the competencies to build a strong 

regulatory framework. Having said that, we are all still riding the learning curve 

and there is still room for simplification regarding contract administration. There is 

much paperwork and many processes that could be simplified to help companies 

be more focused on safety and actual operations. Moving forward, the challenge 

will not be with ASEA, CRE or CNH but with the next tier of regulators. As soon 

as we start working locally in exploration activities, we will need to communicate 

with many more governmental entities that will also have to undergo this learning 

curve. The entire ecosystem is challenging and it will take more time to develop 

completely. 

TIMOTHY DUNCAN
President and CEO of Talos Energy

Generally, things have gone better than we could have expected. In our view, one 

of the most important efforts the Mexican government can make in the near future 

is to continue to help PEMEX reach its ultimate potential by removing many of its 

institutional obstacles and help it streamline its decision-making process. With a 

stronger, more entrepreneurial PEMEX, the entire industry would grow and flourish 

much more quickly. Other than PEMEX, Mexico needs to continue to strengthen 

its supply chain and service company capabilities to enable world-class operating 

performance in the country.



our education centers. Third, we should create and 

consolidate a competitive local supply chain to support 

operators in meeting their local content requirements. 

Finally, we need to generate investor confidence. It is 

important to highlight that preparing for the challenges 

of the reform’s application has been a strategy for 

Tamaulipas since Day One, as we are confident that this 

industry represents tangible benefits for our society. 

Q: What are the competitive advantages that make 

Tamaulipas a strategic and stable entity for investment? 

A: As business leaders expressed in a survey conducted 

by the Mexican Institute for Competitiveness (IMCO), 

Tamaulipas is a state with an unbeatable location. We 

share a 370km border with Texas, we have 17 border 

crossing points, five international airports, a refinery, three 

ports, natural gas processing plants, 45 industrial parks 

and a significant pipeline network. We have competitive 

advantages that make Tamaulipas a strategic state and 

an economically sustainable destination for investments. 

Moreover, we have a strong supply of human capital, 

market structures, specializations, territorial space control, 

easy access to raw materials and developed transport and 

telecoms infrastructure. Tamaulipas has made the most 

of these assets to stand as a favorable environment for 

investment and it is the No. 1 state in capacity creation 

for the diversification of export products that go beyond 

oil and gas. 

Q: How are you maintaining high security and environmental 

standards related to unconventional resources? 

A: This administration has been in constant communication 

with the federal entities in charge of the energy policy 

and it has actively participated in a series of forums and 

information meetings to understand what operators 

need. The Energy Reform established the need for the 

close interaction between ASEA with CONAGUA for both 

institutions to establish a normative framework for the 

development of E&P activities. The resulting framework 

is based on best international practices, mainly those 

adopted in Texas, where E&P in unconventional resources 

is a common and successful practice.

Q: How would you describe Tamaulipas’ position in the oil 

and gas industry? 

A: Tamaulipas is undoubtedly a strategic state for 

Mexico’s hydrocarbons industry. One of every four blocks 

operating in Mexico is located in Tamaulipas basins and 

the state leads the way in prospective conventional 

resources with 13 billion boe, which represents 26 percent 

of the country’s entire crude capacity. Tamaulipas also 

has a privileged geography for natural gas in Burgos and 

Tampico-Misantla, the two largest fields in this category, 

containing 27 percent of Mexico’s unconventional 

resources, 28 percent of oil and 25 percent of shale gas. 

Therefore, it is no surprise that 34 percent of the areas 

included in the Ministry of Energy’s Five-Year Licensing 

Plan are related to Tamaulipas. The state is a strategic 

point for the national oil and gas industry and in parallel, 

the industry is key to the state’s development. That is 

why this administration is committed to taking concrete 

actions to consolidate and strengthen the positive 

development of the hydrocarbons industry in Tamaulipas. 

Q: What is being done to prepare for peak oil and gas 

activity, given the state’s extensive hydrocarbons resources?

A: The federal and state levels should fully commit 

themselves to capitalizing on the benefits of the Energy 

Reform. In the particular case of Tamaulipas, we have 

committed a large pool of financial resources to boosting 

the industry through measures such as creating a public 

structure focused on the hydrocarbons industry’s needs 

and its fast pace. To that end, we developed the Integral 

Strategy for the Energy Industry’s Development, which 

includes four guidelines for the state’s government. First, 

public infrastructure should be prioritized to serve the 

industry’s activities, particularly the Port of Tamaulipas, 

which will have an offshore terminal. Second, investment 

in human talent is required, as is the modernization of 

NORTHERN MEXICO’S 
HYDROCARBONS BET 
FRANCISCO GARCÍA CABEZA DE VACA
Governor of the State of Tamaulipas

Francisco García  previously was a federal representative for 

Reynosa, where he would later become municipal president. 

In 2012, he was elected to the Senate, representing the state 

of Tamaulipas. He was elected Governor of Tamaulipas in 2016
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The government of Campeche also created the state’s 

Energy Agency, a decentralized public organism from 

the Ministry of Sustainable Energy Development with 

budgetary and operational autonomy. The Energy Agency 

will manage and promote the development of energy 

projects in a safe, reliable, profitable and sustainable way 

to generate new employment opportunities and welfare 

for the citizens of Campeche.

Q: What are the competitive advantages that make the 

state a strategic and stable entity for investment?

A: Ciudad del Carmen and the city of Campeche were in 

the Top 10 cities with the highest quality of life in Mexico, 

according to the 2014 national quality of life study carried out 

by the consultancy firm Mercer. The study evaluated 11 criteria: 

political and social environment, economic environment, 

labor market, socio-cultural environment, healthcare, schools 

and education, public and transport services, entertainment, 

consumer goods, housing and natural environment.

In terms of security, Campeche is proudly one of the 

most peaceful states in Mexico, according to a 2015 study 

carried out by the Institute for Economics and Peace, and 

has had the lowest crime rate in the country for the past 

five years. We understand the importance of safety and 

security, especially for international companies that come 

from developed economies and have higher standards 

in these areas. Among other factors, we have broad 

energy resources, a young and skilled labor force and a 

recently modernized and enlarged port, offering a wide 

supply of services for the oil industry and a privileged 

strategic location in the Campeche Sound, the country’s 

most important in terms of hydrocarbons reserves and 

production. Campeche has a lot to offer to international 

companies looking to expand their businesses into the 

southern region of the country. 

Q: What impact does the state of Campeche have on the 

oil and gas industry, particularly for offshore operations?

A: Most of Mexico’s oil production comes from the Bay 

of Campeche, off the eastern coast of the Gulf of Mexico, 

from the fields of Cantarell and Ku-Maloob-Zaap. The 

production from that bay amounts to approximately 1.9 

million b/d, which represents three-quarters of Mexico’s 

oil production. With these numbers, it is no wonder 

that the oil and gas industry accounts for 80 percent of 

Campeche’s economy, which is mainly confined to the oil 

and gas hub of Ciudad del Carmen. 

Q: How is Campeche collaborating with the private sector 

and academia to encourage the industry’s development?

A: Despite the downturn the energy industry has 

experienced over the last couple of years, it will remain 

a major driver of economic prosperity and security 

in Campeche. With over 40 years of experience in the 

industry, Ciudad del Carmen remains Mexico’s oil and 

gas capital. We have been working very closely with the 

private sector and academia to make sure it stays this 

way. We are aware that with the Energy Reform new 

operators and service providers will come to Campeche 

and compete with local companies, and we want to be 

prepared. Having said that, we are confident that local 

suppliers have the experience and skills needed to 

compete with international companies. They will simply 

need to adapt to the new landscape and the challenges 

that will come with it. 

The Energy Reform requires different minimum levels 

of local content depending on each contract phase and 

area. We are working closely with academia to align 

the qualifications of our graduates with the needs of 

the energy industry. The lack of English-speaking labor 

could become a barrier that inhibits locals from working in 

international companies. To prevent this from happening, 

we are implementing bilingual degrees in the public 

universities of Ciudad del Carmen, such as UTCAM. The 

private sector also plays an important role in developing 

human capital by creating training programs and using 

local workforce and service providers. 

REVIVING A SOUTHEAST GIANT
ALEJANDRO MORENO CÁRDENAS

Governor of the State of Campeche

Alejandro Moreno  has been the Governor of the State of 

Campeche since 2015. A lawyer, Moreno has wide experience 

in the Mexican political sphere. Before becoming governor, he 

was a congressman in the XIII legislature
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THIS IS HOW WE DO IT

Filtering out the most important information has become a critical success factor for business and political leaders 

alike. Rather than time or money, attention has become the scarcest resource. We are committed to delivering the right 

information to the right people in the right format. This is how we do it:

• Cutting-edge information based on interviews with the industry’s most influential stakeholders

• Dedicated editorial team with an in-depth understanding of the Mexican oil and gas industry

• Editorial cooperation with the leading voices of the Mexican oil and gas industry

• Customized readership ensuring unprecedented reach among key decision-makers in Mexico and around the world

• Available on today’s most impactful business intelligence platforms: print, online and iPad



WHY MEXICO OIL  
& GAS REVIEW?
In this changing environment, reliable and relevant information 

is crucial to take full advantage of both current and emerging 

opportunities within the country’s oil and gas industry. By connecting 

key stakeholders across the Mexican and international public and 

private sectors, Mexico Oil & Gas Review is dedicated to accelerating 

the exchange of essential industry information that will drive the oil 

and gas industry’s development. Published annually, Mexico Oil & 

Gas Review features the perspectives of the leading players in the 

industry, providing a comprehensive overview of the latest exploration 

and investment trends, technological breakthroughs, social and 

environmental achievements and operational challenges in the Mexican 

oil and gas industry. 

ADVERTISING OPPORTUNITIES
The winds of change are blowing. New companies are entering the 

Mexican market as existing players seek to optimize operations. Now 

is the time. With all these industry leaders at your fingertips in Mexico 

Oil & Gas Review, can you afford to miss out on the chance to reach the 

right people shaping the country’s oil and gas future?

PARTICIPATE IN MEXICO  
OIL & GAS REVIEW 2019

We would like to invite you to nominate your 

company for inclusion in Mexico Oil & Gas 

Review 2019, including direct interview features, 

guest article submissions and specific topic 

coverage requests. All participants are also 

welcome to take advantage of the opportunity 

to advertise in the publication, the details of 

which can be found on the following page.

INTERVIEWEE INCLUSION

Interviewees will have the opportunity to 

directly highlight development strategies, 

industry trends, innovative technologies and 

successful projects relating to their company. 

Being featured as an interviewee in Mexico Oil 

& Gas Review 2019 will enable top executives 

to share their direct insights in the most 

comprehensive review of the Mexican oil and 

gas industry available.

ARTICLE SUBMISSION

We welcome valuable editorial input from 

knowledgeable players in the industry interested 

in contributing their voice and authority to 

Mexico Oil & Gas Review 2019. The inclusion 

of a guest article in Mexico Oil & Gas Review 

2019 will provide authors with the opportunity 

to share in-depth insights and gain exposure 

among our vast readership network.

TOPIC SUGGESTION

We recognize that cooperation is one of the keys 

to success in the oil and gas industry. Mexico 

Oil & Gas Review 2019 will be a continuously 

evolving knowledge-gathering exercise and we 

invite industry experts to suggest any additional 

topics that would further enhance the quality 

and comprehensiveness of the publication.
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