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Offshore offering

Colombia is offering a raft of incentives to spur more offshore drilling in the
hope of turning around depleting reserve numbers.


US-Mexico gas trade

US natural gas exports to Mexico are on the rise, which is spurring the
construction of more cross-border midstream capacity in both countries.


Easing exports

Argentina’s Energy Ministry has eased the regulations for exporting crude
and liquid fuels, a move aimed at spurring production.


New avenues

Costa Rica is interested in buying gas from Bolivia, said the former country’s
ambassador to La Paz.
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Colombia sharpens
its focus on
offshore reserves
The government is offering a raft of incentives
to spur more offshore drilling in the hope of
turning around depleting reserve numbers,
Anastasia Moloney reports from Bogota
colombia

W h at:

Tax rebates are at the
heart of the government’s
offering to E&P
companies.

W h y:

The authorities are
looking to help derisk the process for
companies that are
willing to work in
Colombia’s offshore.

W h at n e x t:

The presidential election
next year could put the
brakes on new incentives
being approved.

Colombia hopes that expanded offshore
investment and drilling activity will help it to
replenish its depleting hydrocarbon reserves,
government officials said at a recent industry
event.
Speaking at a conference hosted by the
Colombian Petroleum Association (ACP) in
Bogota in late September, Colombian Energy
Minister German Arce said invigorated offshore
exploration and production work was essential
for the country to bolster its crude and natural
gas reserves over the next decade.
Growing oil and gas output is vital for Colombia, Latin America’s fourth-largest oil producer,
to avoid becoming an oil importer within the
next 10 years as its reserves decline. The country’s average crude output was down 12% year
on year to 885,000 bpd in 2016, well below the
government’s target of 1 million bpd. According
to estimates by upstream regulator, the National
Hydrocarbons Agency (ANH), at current
extraction rates the country’s oil reserves will
run out in six years’ time. Gas reserves will run
out by 2027.
Major interest
Most offshore exploration work that is currently
under way is in the deepwater parts of the Caribbean Sea off Colombia’s northern coast. Oil
majors like Brazil’s Petrobras, Spain’s Repsol and
Norway’s Statoil are all active in the area, along
with Colombia’s state-run Ecopetrol.
A series of gas finds this year by Ecopetrol and
its partners have raised expectations about the
potential for large-scale offshore development,
though discoveries to date suggest it is a natural
gas rather than an oil play.
The biggest find was announced in May,
when Ecopetrol discovered gas at an exploratory
well it is developing with US-based Anadarko
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Petroleum. The discovery was described by
Colombian President Juan Manuel Santos as
the biggest gas find in the country in 28 years,
which could act as the pivot around which a
gas production cluster develops in the region.
The major find follows earlier discoveries in the
south Caribbean Sea, close to the Kronos-1 and
Purple Angel-1 wells, which are located in adjacent blocks.
Felipe Bayon, who was recently appointed
CEO of Ecopetrol, said the company had found
gas reserves in four out of the five wells it has
drilled this year with its operating partners offshore Colombia and in the Gulf of Mexico. He
said this accounts for the “biggest activity in
the history of Colombia in terms of exploratory
work offshore”.
Bayon added that Ecopetrol, Colombia’s
largest crude producer, started drilling the
Molusco-1 offshore exploratory well in the Caribbean on September 21. It is the first time the
company will be the sole operator of an offshore
well, along with support from partner India’s
ONGC Videsh.
“It’s a milestone for the company,” Bayon said.
Drilling is due to last about nine months at an
estimated cost of US$75 million, with storage
and logistical support centred in Colombia’s
northern port city of Barranquilla.
Tax breaks
Arce noted that the government had introduced
tax incentives in the past year to encourage offshore investment and drilling, and was looking
to introduce further incentives.
“It’s more than necessary that we work to raise
and maintain the levels of hydrocarbons in the
country and increase reserves through incentives for offshore projects,” the minister said.
Such incentives include the establishment of
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The biggest
offshore find
was announced
in May, when
Ecopetrol
discovered gas
at an exploratory
well it is
developing with
Anadarko.
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three free trade zones and the provision of tax
breaks, such as VAT rebates. Contracts for various offshore blocks have also benefited from a
25% discount on income taxes and are exempt
from customs charges.
“This is [in the form of] paid VAT that’s
refunded during the exploration phase in offshore fields, which will substantially improve the
cash flow of companies during the exploratory
phase,” Arce said. “We hope [tax reforms] will
be a driving force for new investment,” he added.
Also speaking at the event, Colombian
Finance Minister Mauricio Cardenas said
the government was well aware of the need to
offer tax incentives to spur investment in E&P
– both offshore and onshore – and make the
country more competitive for investors. “We’re
convinced that the sector needs a boost to bring
in more investment that allows us not only to
increase reserves, but to avoid a fall in oil production,” he said.
In a bid to encourage investment and drilling activity, Cardenas said the government was
drafting a new tax rebate certificate programme,
known as CERT, that was introduced in December’s tax reform. “The certificate will be handed
over in 2019 and by 2021 [oil companies] can
redeem it to pay taxes,” the minister said, adding
that the regulatory framework was being put in
place. Oil companies would be eligible to receive
credits for certain exploration investments,
depending on crude prices being below US$45.
For every dollar invested, eligible companies
would receive US$0.15 of tax credits, Cardenas
said. The government is also considering a tax
break known as Zomac for onshore drillers operating in areas of Colombia that were affected by
the country’s armed conflict.
The initiative would allow oil companies
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to offset tax payments with public works programmes, like building roads, in former wartorn areas, particularly in the country’s south,
and in turn foster development in those areas,
Arce said.
Muted activity
Gary Guidry, CEO of Canada-based Gran
Tierra Energy, said while there was “muted”
E&P activity in Colombia, the government had
implemented effective measures to encourage
drilling work.
“[In Colombia] there’s a lot of opportunity for
conventional oil and gas to be found and developed but it’s going to take risk dollars,” Guidry
said. He added that it costs his company US$2530 to produce a barrel of oil in Colombia.
Guidry praised the ANH for making investment terms more flexible and allowing companies to transfer their E&P commitments to other
areas. “I’ll speak for the industry, Colombia has
done some very smart things ... to take a very
risky exploration project that we might have
drilled at a higher price and turn that around
and say ok we don’t have as much cash flow but
we want to continue our programme of exploration. So let’s transfer that same well we would
have drilled in a risky place to a less risky place,”
he said. “Those are very innovative moves, and I
think it’s made a difference certainly for us, and I
think for the industry.”
Whilst such moves are laudable, over the
past year Colombia has experienced sluggish
economic growth, which has been held back by
plunging oil revenues and rising inflation. This
raises questions about the extent to which the
government will be able to provide further financial incentives to the oil and gas sector, particularly ahead of next year’s presidential elections.v
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Gas links:
Mexican demand,
US supply
US natural gas exports to Mexico are on
the rise, which is spurring the construction
of more cross-border midstream capacity,
writes David Flanagan
mexico

W h at:

US-Mexico gas trade
is growing, primarily
in the form of pipeline
shipments.

W h y:

Both US gas production
and Mexican demand are
expanding.

W h at n e x t:

Mexico’s own output will
start to grow, but not
enough to keep pace with
demand.
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While political relations between the US and
Mexico remain tense, the natural gas trading
relationship between the countries is fluid and
looks poised to intensify.
The US Energy Information Administration
(EIA) has reported that US gas exports to Mexico
amounted to 3.8 bcf (108 mcm) per day in 2016,
up from 2.9 bcf (82 mcm) per day in 2015, and
that the figure is still increasing.
Rising demand from Mexican power and
retail sectors are the chief drivers, with the construction of new pipeline infrastructure to meet
extra gas needs continuing apace.
“Currently, the majority of US gas exports to
Mexico are sent via pipeline,” Mara Roberts, a
senior analyst at BMI Research, told NewsBase
Intelligence (NBI). “This is a trend which we
believe will remain intact given the continued
development of midstream build-outs and the
cost-competitiveness of pipeline exports versus
LNG,” she added.
The overland gas trade has a competitive
advantage over LNG, which supports the case
for the construction of more gas infrastructure
between the countries. This will link up with the
expanded gas transport network on the US side
of the border that has been built to keep pace
with the shale gas boom. New US producing hotspots in Texas are emerging as a major source of
gas to meet Mexico’s growing demand. Supplies
to Mexico are running at around 4.1 bcf (116
mcm) per day, according to Barclays.
Total LNG exports are around 2.7 bcf (76.5
mcm) per day. Additional midstream projects
“will connect Mexico to the Eagle Ford shale play
in South Texas,” Roberts said.
On the Mexican side, new gas-fired power
generation that is due to be built between now
and 2029 will underpin demand, justifying the
expansion of the cross-border pipeline network.

Fifteen new or upgraded pipelines are in progress, which will provide an additional 75 bcm of
capacity in 2017 and, including the large South
Texas-Tuxpan project, a further 78 bcm capacity
in 2018.
Roberts sounded one note of caution, however, saying that the construction of new pipeline
capacity must keep pace with expanding gas output, as any slowdown would have an effect on the
commercialisation of the resource. “We caution
that project delays will reduce utilisation and
overall shipments into Mexico,” she said.
LNG vs pipelines
Mexico also has the capacity to import LNG via
its three terminals at Manzanillo, Costa Azul and
Altamira, which brings the economics of LNG
supply versus piped gas into sharp focus.
According to data from International Group
of LNG Importers (GIIGNL), Mexico imported
4.1 million tonnes of LNG in 2016, down 17%
from 2015. Its source was predominantly under
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Mexico also has the
capacity to import LNG
via its three terminals at
Manzanillo, Costa Azul
and Altamira.

a supply contract with Peru, although it also
received some re-exported cargoes from Asia.
For 2017, a further decline in imports by volume is forecast, although BMI calculated that
imports to July had reached 2.88 bcm (2.16
million tonnes), with some spot cargoes bought
from Asia. It is anticipated that the country will
rely more heavily on the steady supply and prices
offered by piped gas from the US, rather than the
fluctuating availability and price offered by the
LNG spot market.
“LNG shipments will be used to offset pipeline shortfalls, and will remain a small share of
total gas imports,” Roberts said. “This fact, combined with growing supplies of US exports, will
limit Henry Hub price upside and maintain the
competitiveness of US pipeline gas relative to
Asian and European LNG shipments.”
Domestic potential
Domestic gas output could also supplement the
expansion in piped imports from the US. There
are signs that Mexican gas production could
start to climb, driven by the government’s energy
reforms. These have injected an element of competition and efficiency into the sector following
the ending of state-run Pemex’s monopoly.
A recent offshore gas discovery by a consortium consisting of Talos Energy, Premier Oil
and Sierra Energy is a sign of the revitalised E&P
industry having an impact. “Mexican gas production will return to modest growth in 2018
aided by privately led investment,” Roberts said.
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Despite the improving outlook, though,
production is unlikely to keep pace with the
anticipated growth in demand. “We expect that
Mexican gas demand will exceed output, turning Mexico into a net importer of natural gas by
next year, with the deficit forecast to grow to an
estimated 2 bcm per annum by 2021,” she added.
This is based on a projected demand level of 42.2
bcm that year, but supply of only 40.2 bcm.
New output from the Eagle Ford shale on the
US side of the border is likely to be the primary
source of new supply for Mexican gas consumers
over the coming few years and will provide the
impetus for the construction of more pipeline
infrastructure between the countries.
Though the Eagle Ford stretches into Mexico,
where it is known as the Burgos Basin, there is
unlikely to be a similar boom in domestic shale
production south of the border. A lack of drilling
infrastructure, water resource and security concerns have impeded unconventional hydrocarbon development in Mexico to date.
This means piped gas from the US will
remain the core component of Mexico’s gas
supply portfolio for the foreseeable future. The
most striking aspect of the gas trade between
the countries is the efficiency of the relationship.
There are clear signals and transparency on both
sides that help to determine how resources are
best used to meet rising Mexican gas demand. It
should serve as a model for other aspects of the
US-Mexico relationship, where barriers should
be taken down rather than walls put up.v
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Oil sales between Petroecuador
and Ancap in the spotlight
uruguay

Uruguay’s Vice
President Raul Sendic
recently resigned amid
accusations he had
misused public funds
during his tenure as
CEO of Ancap.

Sales of crude oil shipments between Ecuador’s
Petroecuador and Uruguay’s Ancap were made
“without a contract” for an eight-month period,
an executive from Dutch trading house Trafigura
said. He made his comments in front of a criminal court in Uruguay that is investigating Ancap.
Nicolas Simian, who mediated sales between
the two state-run companies, also told the court
that these types of transactions are common in
the oil industry, El Pais reported.
“There was an agreement. In the industry it’s
normal for oil and gas shipments to be executed
without nominations and inspectors,” Simian
said. “I understand there was an agreement for
more than was signed for. It’s quite common for
[oil and gas sales] deals to take place and then for
the contracts to be signed afterwards.”
Sales without contracts were executed over a
period of eight months and were worth US$700
million, according to the report.
Ancap made significant annual losses every
year for five years between 2010 and 2015, and
incurred more than US$800 million in debt during the same period.

Last year, Uruguayan lawmakers approved a
bill to recapitalise Ancap by writing off US$622
million of the company’s debt to the finance ministry. The Development Bank of Latin America
also gave the company a US$250 million loan to
help it shore up its finances.
However, the financial problems – which saw
the firm post a net loss of US$324 million in 2014
– led to an investigation by Uruguayan prosecutors into potential management malpractice at
the company.
Last month, the country’s vice president
Raul Sendic resigned amid accusations that he
had misused public funds during his tenure as
CEO of Ancap. He led the state firm, which has
a monopoly over Uruguay’s oil and gas industry,
between 2008 and 2009 and then again between
2010 and 2013.
Sendic has not been charged by criminal
prosecutors, though Ancap’s ethics committee
has ruled that he used company credit cards to
buy items for personal use. He has denied any
wrongdoing and claims that there is no evidence
against him.v
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Costa Rica keen on Bolivian gas
bolivia

Costa Rica’s
Ambassador to Bolivia,
Marco Aurelio Odio,
said a framework
agreement on gas
supplies had been
drawn up.
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Costa Rica is interested in buying gas from
Bolivia and the two countries should draw up a
commercial agreement, said the Central American country’s ambassador to La Paz, Marco
Aurelio Odio.
“Without a doubt, Costa Rica does not rule
out any possibility that we can benefit from – any
platform that is established to [provide us with]
gas,” said Odio.
A framework agreement has already been
drawn up by both foreign ministries, the ambassador said. The bilateral agreement would need
to be endorsed by the legislatures of Bolivia and
Costa Rica after it has been signed, he added.
It is anticipated that gas would be delivered to
Costa Rica via the Rio Grande LNG plant in the
eastern province of Santa Cruz.
Bolivia currently ships gas via pipeline to
both neighbouring Argentina and Brazil. It
exports nearly 70% of its production to those two
countries, though Brazilian officials said last year
that state-run Petrobras would buy less gas from
its neighbour in future.
In addition, indebted Petrobras also closed

a US$5.2 billion deal to sell 90% of the Nova
Transportadora do Sul (NTS) pipeline to a consortium led by Canada’s Brookfield Asset Management last year.
The pipeline carries gas from Bolivia, as well
as offshore Brazilian fields, through the industry-heavy states of the south of Brazil.
La Paz is also concerned that its supply relationship with neighbouring Argentina may
change over the next decade. Argentina is contracted to buy Bolivian gas until 2026, under a
gas sales contract signed by YPFB and Enarsa in
2006.
Under the terms of the contract, Bolivia
is obliged to send a minimum of 7.7 mcm per
day of gas to Argentina. However, the country’s
development of its own domestic gas reserves,
which has ramped up since the market-friendly
administration of President Mauricio Macri
came to power in 2015, threatens its supply deal
with Bolivia. Another Latin American country, Paraguay, has also been in discussions with
Bolivia over potentially importing its gas in
recent years, but no deal has emerged so far.v
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Argentina eases
regulations on oil exports
argentina

Argentina’s Energy Ministry has eased the
regulations for exporting crude and liquid fuels,
a move aimed at spurring production.
In a resolution last week, the ministry said
that exporters must seek pre-approval for
exporting production in excess of supply, which
will be granted within 10 days if no domestic
buyers come forward.
The goal is to ease exports by removing the
“bureaucracy,” the ministry said.
It is part of an effort to return the energy
industry to free market conditions after 16 years
of state intervention, much of it under the populist regime that ruled from 2003-15. In 2002,
the government at the time created a registry for
companies to sign on to and request permission
to export products.
The export permits could take longer to be
awarded than the 10 days in the new scheme.
This gave the government more power over
exports at a time when the production of oil
and refined products was falling below demand,
causing shortages. Oil output has dropped 44%
to 475,000 bpd this year from a record 847,000
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bpd in 1998.
The decline brought a drop in oil exports,
which are now limited to heavy crude that is not
in demand by local refiners, and a rise in imports
of light crude alongside diesel and gasoline.
The government is easing the regulations on
exporting with oil output anticipated to show
signs of recovery as development of the Vaca
Muerta shale play continues. The Energy Ministry has forecast that crude production will reach
560,000 bpd in 2025, with the growth being led
by shale oil.
By removing constraints on the industry, the
bet is that companies will increase investment.
This will help to increase production and refining capacity to meet local demand and make it
possible to export surplus supplies. The government anticipates that natural gas exports will
start in December 2018.
Companies like Chevron, ExxonMobil and
Royal Dutch Shell are ploughing US$7 billion
into the Vaca Muerta this year, with investment
anticipated to reach US$20 billion per year by
2019.v
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Argentina’s PCR wins licence
for La Pampa oilfield
argentina

Argentine junior oil company Petroquimica Comodoro Rivadavia (PCR) has picked up a
production licence for a field in the south-central
province of La Pampa, taking over after the exit
of Brazil’s Petrobras.
The 25-year licence is for Jaguel de los Machos
field, with the option for a 10-year extension, the
company said in a filing with the Buenos Aires
Stock Exchange.
Jaguel de los Machos produces around 3,100
bpd of crude, according to data from the Argentine Oil and Gas Institute (IAPG), a trade group.
PCR, a mid-sized oil producer run by the
Brandi and Cavallo families, has been operating
the block since 2015 under a temporary licence.
That is when Petrobras lost the licence on
grounds that it had failed to invest adequately
in sustaining or increasing production from the
asset. The Brazilian company has since sold most
of its assets in the country to Pampa Energia, a
local power player that has diversified into the
oil industry through the purchase.

The La Pampa government called a tender for
the block this year in which PCR saw off competition from a consortium of two other local
firms, Oilstone and Ribeiro.
PCR also operates El Medanito in La Pampa,
its largest field in Argentina, and is exploring
Gobernador Ayala V there. El Medanito yields
around 4,600 bpd of crude, according to IAPG.
PCR will operate Jaguel de los Machos, while
La Pampa’s state oil company, Pampetrol, will
retain a 20% interest.
La Pampa is part of the Neuquen Basin,
which also stretches through Mendoza, Neuquen and Rio Negro and has significant shale
and tight resources, most notably in the Vaca
Muerta shale.
No major shale or tight discoveries have yet
been made in La Pampa.
The province accounts for 4% of the country’s
475,000 bpd of oil and 0.9% of its 122 mcm per
day of gas, IAPG said. PCR turns out around 1%
of the country’s oil and gas.v

Capex to buy mature oilfield
in southern Argentina
argentina
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Argentine independent oil producer Capex
said last week it had agreed to buy a maturing oilfield in the southern province of Chubut, which
is adjacent to blocks it already operates there.
Capex agreed to pay US$33 million for an
88% stake in Pampa del Castillo-La Guitarra
from Chile’s state-owned Enap Sipetrol, according to a filing with the Buenos Aires Stock
Exchange. Capex said the sale should close
within three months.
The block is on the outskirts of Comodoro
Rivadavia, a port city in the province of Chubut,
where the country first started producing oil
more than 100 years ago.
Pampa del Castillo-La Guitarra is producing
around 3,100 bpd of oil and minor amounts of
natural gas, according to data of the Argentine
Energy Ministry.
The partner in the block, with 12%, is Petrominera Chubut, the state oil company of Chubut
province.

Capex and its parent company, Companias
Asociadas Petroleras (Capsa), have two other
blocks in the area, meaning that the purchase
will help it take advantage of economies of scale
to cut operating costs, a key for developing
maturing oil reserves.
The adjacent blocks are Diadema, which
yields 10,400 bpd of oil, and Km. 20, which has
production of 550 bpd.
For its part, Enap Sipetrol is focusing on
investments in Santa Cruz and Tierra del Fuego,
the bordering provinces south of Chubut.
Enap Sipetrol has several projects there – both
onshore and offshore. Last month, the company
secured a licence to develop Turbio Este, a block
in Santa Cruz on the border with Chile, where it
intends to invest an initial US$47 million over
the next three years to test the ZG tight play. The
company is starting to develop ZG for tight gas
on the Chilean side of the border with US-based
ConocoPhillips.v
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full peace accord, it would build upon the
agreement the government finalised late last
year with FARC (Revolutionary Armed Forces
of Colombia) and help forge a full peace to
end a conflict that dates back more than half
a century.
The ELN, which is believed to have less
than half the number of members of the
FARC’s now demobilised 7,000-guerrilla
faction, has been seeking an end to hostilities
since at least last year.

Colombian government
formally begins bilateral
ceasefire with ELN
The Colombian government and the nation’s
largest remaining guerrilla faction, the ELN,
formally entered into a bilateral ceasefire in
the culmination of an agreement reached last
month in the lead up to Pope Francis’ fourday visit to the country.
At the presidential palace in Bogota,
President Juan Manuel Santos signed the
decree to bring the deal into force through
at least January 9 of next year. Under the
ceasefire, the ELN (National Liberal Army)
has pledged to stop kidnapping, recruiting
minors, planting landmines, and attacking
both Colombian security personal and
infrastructure, namely oil pipelines.
The Santos administration, for its part, has
agreed to two major concessions: improving
prison conditions for the roughly 450
ELN guerrillas currently incarcerated and
increasing protection efforts for community
activists. Over the past two years, right-wing
criminal organisations have ramped up their
attacks on high-profile community leaders
and human rights defenders in rural areas,
killing at least 60 in 2016 alone, according
to the UN High Commissioner on Human
Rights. The ceasefire will be verified by leaders
on both sides in addition to the United
Nations and the Catholic Church and the
guarantor nations of Brazil, Chile, Cuba,
Venezuela, Norway, and Ecuador. The UN will
station observers in 33 different locations that
have been among the most affected by conflict
with the ELN.
If the temporary ceasefire can be honoured
through January 9 and further extended
long enough for the two sides to hash out a

FINANCE COLOMBIA, October 2, 2017

Ecuador vice president
ordered to jail over graft
allegations
Ecuador’s vice president, Jorge Glas, has
been ordered locked up pending a criminal
investigation into allegations that he took
US$16 million in bribes from Odebrecht,
a Brazilian construction giant that paid
illegal kickbacks to win public contracts. The
country’s highest court ordered the preventive
detention along with a freeze of Glas’ assets
and bank accounts on Monday.
Under investigation by the US Justice
Department, Odebrecht agreed in December
to pay a record US$3.5 billion fine after
admitting to paying US$788 million in bribes
across 12 countries to secure juicy tenders.
Glas is just the latest political figure in Latin
America to be identified as a suspected
recipient of bribes from the Brazilian group.
Fallout from the scandal has cast a cloud
over politicians in several other countries,
including Mexico, Peru, Panama and
Venezuela. Ecuadoran lawmakers in August
unanimously voted to allow the corruption
probe against Glas to go ahead. He was barred
from leaving the country.
AFP, October 4, 2017
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President Energy provides
updates on new assets
President Energy, which has a diverse
portfolio of production and exploration assets
focused primarily in Argentina, provided an
update on its recently acquired oil producing
assets at Puesto Flores and Estancia Vieja in
the prolific Neuquen Basin situated in the Rio
Negro Province, Argentina. The firm said the
initial work programme would begin in the
next month and run until the end of the year.
It will be funded out of existing cash flow.
The plan comprises the workover of three
firm wells and two additional contingent
wells. Of the five wells, four were shut in
prior to President’s acquisition. The objective
of the work is to bring back into production
the wells and test by-passed intervals which
during original drilling demonstrated
evidence of hydrocarbons.
President’s CEO Peter Levine said, “We
are hitting the ground running at Puesto
Flores following our acquisition of these
oil producing assets less than three weeks
ago, on September 20. This initial work
is an important first step in what will be
an increasingly intensive programme
running through 2018 led by President’s
in-country team with extensive experience
of the Concession as we explore multiple
opportunities to grow production.”
President also said it would soon
commence its initial work programme at the
Puesto Flores field at the concession. Work
will continue from November through to
the end of the year and will consist of three
firm well workovers with another two wells
contingent.
All bar one of these wells have been shut in
for some time and the objective of the work
is to bring the wells back into production and
in addition in certain wells open a number
of previously unperforated and untested
by-passed intervals which during original
drilling demonstrated fresh oil shows and
bright fluorescence in the cuttings. This
capital expenditure will be funded out of
cash flow and the wells, being served by
electrical submersible pumps from the main
power grid, will be capable of being placed on
production at the end of the year should work
be successful.
The programme is a first step to what
will be an increasingly intensive programme
running through 2018 which is slated to
include multi-workovers, re-completions and
drilling.
PRESIDENT ENERGY (UK), October 9, 2017
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Gazprom tightens ties with Petrobras notified of ANP’s
Bolivia
decision on local content in
Libra

A working meeting between Vitaly
Markelov, Deputy Chairman of the Gazprom
Management Committee, and Luis Alberto
Sanchez, Minister of Hydrocarbons and
Energy of Bolivia, took place last week at the
7th St. Petersburg International Gas Forum.
The meeting highlighted the successes of
the bilateral partnership in the energy sector.
It was noted that the parties continued to
actively develop the Incahuasi field. With the
drilling locations determined for prospecting
wells at the Azero licensed block, preparations
are underway for their construction.
The parties also discussed the cooperation
prospects with regard to natural gas as a
vehicle fuel and small-scale LNG. It was
stressed that efforts were being made
to prepare the agreement for creating a
joint venture focused on projects in the
aforementioned fields.
Also today, Gazprom EP International
B.V., Gazprom Marketing & Trading Ltd.,
the Bolivian Ministry of Hydrocarbons and
Energy, and YPFB signed a Memorandum of
Understanding (MoU). The document reflects
the parties’ intention to set up a joint venture
for gas marketing in Argentina and Brazil.
Gazprom’s interests in Bolivian projects are
represented by Gazprom EP International
B.V., a specialised company aimed at
implementing hydrocarbon prospecting,
exploration and development projects outside
Russia.
Gazprom (20%) in partnership with Total
E&P Bolivie (50%), TecPetrol de Bolivia
(20%), and YPBF Chaco (10%) develops the
promising Ipati and Aquio oil- and gasbearing blocks, within which the Incahuasi
field is located. Gazprom and Total E&P
Bolivie also implement a hydrocarbon
exploration project in the Azero block.
The project’s shareholding structure at the
geological exploration stage is as follows:
Gazprom – 50% and Total E&P Bolivie – 50%.
GAZPROM (RUSSIA), October 6, 2017
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Petrobras informs that, as operator of the
Libra consortium, it has been notified by
the National Petroleum, Natural Gas and
Biofuels Agency (ANP) of its decision on
the consortium´s request for local content
exemption for the items and subitems related
to the platform subsystem of the Libra Pilot
project. The consortium´s request was based
on the Production Sharing Agreement, which
provides for an excessive price clause, as well
as the lack of supplier capable of meeting local
content requirements and accomplish the
desired deadlines.
ANP’s decision exempts Petrobras from
complying with local content requirements
for all items of the hull and certain items
of the plants (with the exception of basic
engineering and detail items), in addition to
adjusting the minimum commitments for
other items of plant construction, installation
and integration of modules.
Petrobras considers that easing the local
content requirement is a positive sign for the
oil and gas industry competitiveness in Brazil
and will analyse with its consortium partners
the impact of the adjustments made.
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ExxonMobil, its neighbour offshore Guyana.
Exxon’s latest well Turbot-1, located about
30 miles from Exxon’s large Liza discovery,
encountered some 75 feet of high-quality oil
bearing sandstone reservoir. Already Exxon
has an estimated 2.25 billion to 2.75 billion
barrels of crude resources and it said the
Turbot discovery is a further illustration of the
“tremendous potential” offshore Guyana.
Another well is now planned for the
Turbot discovery in 2018. In September, Eco
significantly boosted its position offshore
Guyana with a new deal potentially adding a
blue-chip oiler to the Orinduik exploration
project. It has landed a potential new tie-up
with French major Total, joining the venture
which is operated by Tullow Oil (owning
a 60% stake) and Eco will retain 15% of
the project. Total’s 25% stake acquisition is
subject to a review of 3D seismic data from
a programme that got underway earlier
this month. The programme is spanning
some 2,500 sq km, and the results due in the
coming months are expected to define targets
for a future drill programme. The seismic
results will be a potential catalyst for Eco
and they will also now trigger Total’s option
arrangement. Eco highlighted that drilling
costs will be in the order of US$35 million
per well, or US$5.25 million net to the AIMquoted explorer.
In theory, should Total take up its option, it
means that Eco will be funded to progress to
exploration drilling.
Tullow has a 30% stake in the Araku well
in the Suriname portion of the Guyana basin,
where drilling is presently underway, and that
could provide a further positive catalyst for
the emerging exploration frontier. Araku is
seen as a 500 million barrel exploration target,
and if the well proves successful the explorers
see more follow on’ potential in the basin.
PROACTIVE INVESTORS, October 6, 2017

Petrobras says pension
New discovery further
funds not party to US$6.4
underlines Eco Atlantic Oil billion arbitration case
& Gas potential offshore
Guyana
WORLD OIL, October 6, 2017

Already Exxon has an estimated 2.25 billion to
2.75 billion barrels of crude offshore Guyana,
and it has unearthed another discovery meanwhile, the Eco’s exploration campaign is
advancing. In case investors in Eco Atlantic
Oil & Gas Plc needed more encouragement
following the recent deal with Total, they
can look again at the exploration success of
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Petrobras said Brazilian pension funds are
not a party to arbitration proceedings levied
against the state-controlled oil company in
relation to a bribery and graft scheme that
might have caused hefty losses to investors.
In a securities filing issued in response to a
newspaper article, Petrobras said the parties
to the proceedings include an unnamed
company and a small number of individuals.
Valor Econômico newspaper said earlier in
the day that claims against Petrobras could
rise to 20 billion reais (GBP 4.82 billion) if
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pension funds joined the proceedings.
The case is being handled by a special
arbitration chamber at B3 SA Brasil Bolsa
Balcão - which operates the São Paulo Stock
Exchange. Listed companies and shareholders
have traditionally used the B3 special
chamber as a mechanism to resolve domestic
commercial, legal and shareholding disputes.
Petrobras was at the centre of a kickback
scheme that caused an estimated 42 billion
reais in losses to shareholders and taxpayers,
according to federal prosecutors. Valor said
shareholders participating in the case claimed
to have incurred losses between 2010 and
2015. Common and preferred shares fell
0.7%, respectively, on October 4 after hitting
a seven-month high in the prior session.
Shares had rallied almost 4% on October 4,
after a Cabinet minister raised the prospect of
privatising the company in the longer term.
The process currently includes more than 200
investors and around 20 investment funds
which have 5 billion reais in claims against
Petrobras, Valor said. The values mentioned
in the Valor report are not in the initial
arbitration petition, as is required under rules
set by the B3 chamber, Petrobras said.
NEW YORK TIMES, October 4, 2017

Pemex restarts crude
exports from Salina Cruz
terminal
Mexican state oil company Pemex aims to
finalise the first shipment of crude oil for
export later on October 9since restarting
operations at its Salina Cruz terminal in
southwest Mexico, a company official said.
The first shipment from the Salina Cruz
terminal would be Maya crude for export
to the west coast of the United States, said
the official, who was not authorised to speak
publicly. The information from the official
confirmed Reuters data tracking oil tanker
movements around the Salina Cruz terminal,
where operations were put on hold following a
massive earthquake off the southwestern coast
of Mexico on September 7.
Salina Cruz is also the site of Mexico’s
biggest refinery. Pemex has said it expects
refining operations to begin again at Salina
Cruz in the third week of October.
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President Pedro Pablo Kuczynski said.
Kuczynski and company executives signed
three exploration and drilling agreements
with state oil agency Perupetro in blocks Z-61,
Z-62 and Z-63 in the Pacific Ocean adjacent
to the Lambayeque and La Libertad regions.
“It’s important that Anadarko has chosen
to come to Peru, to an area as vigorous as the
northern region,” Kuczynski said. “These are
deep waters of 1,000 metres (3,280 feet) where
it is very difficult to work,” Kuczynski said in a
speech after signing the contracts.
Peru is trying to increase oil output, which
has fallen to about 40,000 bpd, about a third of
what it produced in the 1970s, as investment
lagged. In May, the government said staterun China National Petroleum Corporation
(CNPC) would invest some US$2 billion in an
oil and natural gas block in a jungle region in
southern Peru.
REUTERS, October 9, 2017

Peru targets 100% rural
electrification by 2021
Peru has set a target of 100% rural
electrification by 2021, requiring new
transmission lines, rural systems and solar PV
modules. Head of the Ministry of Energy and
Mines (MEM), Cayetana Aljovin, ratified the
electrification commitment of the government
of president Pedro Pablo Kuczynski, at the 6th
International Energy Day Congress.
Aljovin said: “The estimated investment to
completely close the electrification gap in Peru
is [US$1.048 billion] and it will benefit 2.9
million Peruvians.”
The minister noted the development of
several transmission projects: The Aguaitia to
Pucallpa line on which work will start soon;
The Mantaro to Nueva Yanango to Carapongo
line to be awarded in October; and the
Tintaya to Azangaro transmission line to be
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awarded in November. These lines will require
more than US$570 million investment.
Aljovin also noted the imminent arrival of
natural gas power for multiple departments
in Peru. In June, MEM announced that it
had installed 6,000 solar panels in isolated
rural areas since March this year under an
investment agreement with local power firm
Ergon Peru SAC.
PV-TECH, October 3, 2017

bpTT seeks clarity on tax
reform measures
Oil and gas production company bpTT is
seeking clarity from Government on measures
outlined in the national budget and its impact
on the energy sector. During his budget
presentation on Monday, Finance Minister
Colm Imbert announced that over the last
3 years, total revenue from all sources in the
energy sector dropped from US$28 billion in
2014 to US$9 billion in 2017, a loss of annual
revenue of almost US$20 billion from that
sector alone.
He said as such, a 12.5% royalty rate would
now be applicable across the board on the
extraction of all gas, condensate, and oil.
In response, bpTT said it needs “much
more clarity” on the details of these measures
and their impact. The oil giant said it will
“continue to work with the Government with
the expectations that the changes to the fiscal
regime will preserve the competitiveness
of the local energy sector and provide
the stability and predictability required
to underpin long-term investments.” The
company said it has been in discussions with
the Finance Ministry on proposals to tax
reforms but said it will reserve comment until
further measures are announced.
LOOPTT.COM (TRINIDAD AND TOBAGO),
October 4, 2017

REUTERS, October 9, 2017

Anadarko to invest US$200
million in Peruvian oil area
US-based Anadarko Petroleum will invest
some US$200 million to develop an offshore
oil area near Peru’s northern coast, Peruvian
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PDVSA bondholders jump
ship from shortest bond to
secured notes
Venezuela’s state-run oil producer PDVSA
has a lot of debt to pay in the coming weeks
-- about US$3.5 billion worth of interest
and principal. With no way of knowing the
company’s real cash position or how it will
make the payments, investors can only cling to
reassurances from President Nicolas Maduro
that they’ll get their money.
Some traders are trying to minimise any
downside. Creditors are moving out of the
unsecured PDVSA bonds coming due next
month while piling into notes maturing in
2020 that are backed by a 51% stake in US
refining unit Citgo Holding and which pay
a chunk of capital in the coming weeks.
Their favoured status can be seen in the
outperformance over the past month:
“The problem with the PDVSA ‘17 is that
it’s trading at +97 dirty price so not great risk/
reward on that bond,” wrote Siobhan Morden,
who heads Nomura’s Latin America fixed
income strategy. “The upside is like 3% on
maturity and much greater downside risk if
you’re wrong.”
Oil Minister Eulogio Del Pino, who was
head of PDVSA until just a few weeks ago,
told reporters Wednesday in Moscow that
the Venezuelan company is negotiating with
Russia’s Rosneft to change the collateral it uses
for a loan from a minority stake in Citgo to
some other asset. That is also helping to propel
the secured notes, Morden said. Some longterm investors and locals have sold the 2017
notes on waning conviction they’ll be paid
and have been trying to get their hands on
the 2020 bonds for weeks, according to a New
York-based trader dealing in Venezuelan debt
who is not authorised to speak publicly.
BLOOMBERG, October 4, 2017

Venezuela discussing
Citgo collateral swap with
Rosneft
Venezuela’s oil minister confirmed that state
oil company PDVSA is negotiating to swap
Russian oil producer Rosneft’s collateral in
Venezuelan-owned, US-based refiner Citgo,
adding that results are expected “very soon.”
Reuters exclusively reported in July that
Rosneft was negotiating to switch its collateral
in the refiner for oilfield stakes and a fuel
supply deal - a move to avoid complications
from US sanctions and legal problems,
sources said at the time.
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State-owned Rosneft holds a 49.9%
collateral in Citgo for a loan last year of about
US$1.5 billion to the OPEC nation, which
is reeling from low oil prices and a severe
recession. “We are discussing,” Venezuelan Oil
Minister Eulogio Del Pino said at an energy
forum in Moscow when asked about the
potential collateral switch, adding results were
expected “very soon.”
The arrangement with Venezuela’s stateowned oil firm, PDVSA, has drawn fire from
U.S. senators who do not want Russia in a
position to own a substantial stake in U.S.based energy assets in potential violation of
existing economic sanctions.
But sources with knowledge of the
negotiations said it was PDVSA who offered
the Citgo stake and that Rosneft is not
interested in taking over the refinery should
a battle ensue for highly indebted PDVSA’s
assets in the event of a default. However, it
remains to be seen if Venezuela can offer
attractive enough assets or supply deals to
rival the value of the Citgo collateral.
A new deal with Russia could also intensify
criticism of unpopular leftist President
Nicolas Maduro. His opponents accuse him
of selling off prized oil assets to raise the cash
he needs to prop up his administration amid
violent street protests and shortages of food
and medicine. A Reuters Special Report in
August revealed that Venezuela’s unravelling
socialist government is increasingly turning to
ally Russia for the cash and credit it needs to
survive – and offering prized state-owned oil
assets in return.
REUTERS, October 6, 2017
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Buyers eye Sinopec’s
Argentina oil assets in sale
worth up to US$1 billion
Advisers to China’s Sinopec have offered its oil
assets in Argentina to about a dozen potential
suitors, three sources familiar with the matter
said, as losses and labour headaches prompt
Asia’s largest refiner to pull out. The Argentine
oil and gas assets, mainly in the southern
province of Santa Cruz, could be worth
US$750 million to US$1 billion, one of the
sources said.
That would be less than half the US$2.45
billion Sinopec paid in 2010 to buy the
Argentine assets from US-based Occidental
Petroleum Corp, marking an aggressive
drive to diversify its oil sources at the time.
Prospective buyers for the assets – mainly
large energy firms from the United States,
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Europe, Africa and Latin America – include
Angola’s state oil company Sonangol and two
Russian energy giants, including Rosneft, said
two of the sources.
Mexico’s Vista Oil & Gas has also expressed
an interest, according to a separate source.
Meanwhile, Compania General de
Combustibles (CGC), the energy arm of
Argentine holding company Corporacion
America, would also be studying some of the
assets in Santa Cruz, Corporacion America
spokeswoman Carolina Barros said. One of
the sources said there could be more than 15
prospective suitors.
Sinopec is being advised by Scotia
Waterous, a unit of Canada’s Bank of Nova
Scotia, which focuses on energy deals, two of
the sources said.
REUTERS, October 9, 2017

ExxonMobil announces fifth
oil strike off Guyana
ExxonMobil has announced it made a fifth
new oil discovery after drilling the Turbot-1
well offshore Guyana.
Turbot is ExxonMobil’s latest discovery to
date in the country, adding to previous finds
at Liza, Payara, Snoek and Liza Deep, a release
from the company said. Following completion
of the Turbot-1 well, the Stena Carron
drillship will move to the Ranger prospect.
An additional well on the Turbot discovery is
being planned for 2018, the release added.
ExxonMobil affiliate Esso Exploration and
Production Guyana Ltd. began drilling the
Turbot-1 well on August 14 and encountered
a reservoir of 75 feet (23 metres) of highquality, oil-bearing sandstone in the primary
objective. The well was drilled to 18,445 feet
(5,622 metres) in 5,912 feet (1,802 metres) of
water on September 29, 2017. The Turbot-1
well is located in the southeastern portion of
the Stabroek Block, approximately 30 miles
(50 km) to the southeast of the major Liza
phase one project.
“The results from this latest well further
illustrate the tremendous potential we see
from our exploration activities offshore
Guyana,” said Steve Greenlee, president
of ExxonMobil Exploration Company.
“ExxonMobil, along with its partners, will
continue to further evaluate opportunities on
the Stabroek Block.”
The Stabroek Block is 6.6 million acres
(26,800 square km). Esso Exploration and
Production Guyana Limited is operator and
holds 45% interest in the Stabroek Block. Hess
Guyana Exploration Ltd. holds 30% interest
and CNOOC Nexen Petroleum Guyana
Limited holds 25% interest.
STABROEK NEWS (GUYANA), October 5, 2017
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GAS
TEN D E R S
Belarus interested in
increasing oil production in Sempra’s IEnova unit buys Peru’s economy to improve
Venezuela
Pemex stake in Ramones with new infrastructure
Mexico gas pipeline
projects: PPK
Belarus is interested in increasing oil
production in Venezuela to 2-3 mtpa, Belarus’
Deputy Prime Minister Vladimir Semashko
said. “They however feel somehow spendthrift
about oil production. Once production
volumes dwindle, they exploit another site.
But a lot of oil remains undeveloped,” said
Semashko. “We revived the wells and were
producing about 1.2 million tonnes of oil
some three or four years ago.
Unfortunately, now we have lower volumes.
We will have about 830,000-840,000 tonnes,”
he added. Belarus is interested in expanding
projects in the field of oil production in
Venezuela, the vice premier stressed. “We
are ready to increase the volumes up to 2-3
mtpa on these used wells, but with respect to
our interests,” he said. “At the same time, we
are interested in developing new oil deposits
ourselves,” he added.

Sempra Energy unit IEnova says it is buying
a 25% indirect stake held by Mexican state
oil company Pemex in the Ramones II Norte
gas pipeline, for US$520 million, including
debt. The pipeline connects the IEnova-owned
Ramones I duct with the Ramones II Sur
pipeline to carry gas from the US to northcentral Mexico.
The deal boosts IEnova’s holding in the
pipeline to 50% through its 100% stake in the
Ductos Energeticos del Norte company, 45%
by investment funds and 5% indirectly held
by Pemex.
SEEKING ALPHA, October 6, 2017

BELTA (BELARUS), October 9, 2017

The Peruvian economy tends to improve as
large infrastructure projects kickoff, such as
the Gasoducto del Sur and the Chinchero
Airport, making room for progress and
development, said Peru’s president Pedro
Pablo Kuczynski, also known as PPK.
“I think things are much better, especially
because we have been able to gradually
unravel these projects,” Kuczynski said in an
interview with a Peruvian radio station. The
president also stressed that these works would
boost the national economy and create jobs
and opportunities.
“Last year we had bad luck. There was all
this Odebrecht thing [corruption scandal],
which is not something that we were linked,
came the El Nino climate phenomenon, well,
a government that starts learning,” he said.
INSTA FOREX, October 9, 2017

Latin America
Power Forecasts
Latin America’s electricity requirements are estimated to increase by more than 90% by 2040.
NBR Power Forecasts tell you:
• Power demand forecasts by country and region.
• In-depth datasets of current and planned infrastructure
capacity, including foresight on future power mix decisions
by economy.
• Forecasts for future supply/demand stress points by
economy.

For more information email nbr@newsbase.com
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