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10  An unsteady beat
Oilfield Technology correspondent, Gordon Cope, explores 

the differing fortunes of Latin America’s oil and gas 

jurisdictions. 

14 Drilling after cementing
Alban Duriez and CheeHowe Poh, Halliburton Sperry Drilling, 

demonstrate how unrestricted cementing through rotary 

steerable and M/LWD tools without tripping can expedite the 

curing of costly lost circulation events. 

17 Cementing the deal
Juan Carlos Valecillos, Maurizio Arnone and 

Julian Hernandez, Weatherford, USA, show how managed 

pressure cementing has been performed in deepwater wells 

in the Gulf of Mexico.

21 Making sense of unconventionals with DAS
Marcel A. Grubert, Xinyang Li and J. Andres Chavarria, 

OptaSense, USA, review the applications of distributed fibre 

optic acoustic and temperature sensing in unconventional 

reservoirs.

25 Revitalising fi elds with CTD
Adam Miszewski, AnTech, UK, looks at a method of maximising 

returns from declining fields using underbalanced CTD and 

examines a recent project in the Texas Panhandle that indicates 

how the latest technologies and collaborative working are 

offering a way forward for the industry. 

30 Cracking a geological obstacle course
Abdullah Al-Ajmi, Kuwait Oil Co., Kuwait, Lucio Monferone, 

Newpark Drilling Fluids, Italy, and Victor Barsoum, 

Impact Fluid Solutions, UAE, shed light on how a water-based 

fluid was able to improve wellbore stability in challenging 

Kuwaiti fields. 

35 A living solution
Jonathan Rogers, Martin Shumway, Dr. Janaina Aguiar and 

Dr. Amir Mahmoudkhani, Locus Bio-Energy Solutions, USA, reveal 

how natural biosurfactant solutions are enabling greater oil 

recovery from tight sand reservoirs.

38 Navigating wastewater
Mari Rada, Valiant Artificial Lift Solutions, USA, reviews the new 

technologies being developed to cost-effectively tackle the 

pressing issue of oilfield water management. 

43 From ground to cloud
Yannick Harvey, TETRA Technologies, USA, shows how 

next-generation automated water management technology is 

making a welcome impact in oil and gas operations. 

45 E&P feels the heat
Matias Navarro and Mark Nicholson, Veolia Water Technologies – 

North America, show how responsible reuse and recycling will be 

a major factor for continued growth and future profitability for 

oil and gas producers, even within a persistent market downturn. 
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Weatherford helps operators 

achieve drilling objectives 

with unmatched safety and 

cost savings, in applications 

from land to deep water. One 

of Victus’ key features, the 

automated MPD riser system, 

expedites deepwater installation 

from 2 days to less than 

20 minutes. 

In addition, Victus removes 

personnel from the moonpool 

area. Victus’ automated process 

results in expedient, safe, reliable 

installation on floating drilling 

rigs every time. It includes a 

robotic arm that attaches a 

connection hub (consolidating 

a single control umbilical and 

flowlines) to a hands-free flow 

spool.
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Comment
It is fair to say 2020 is not off  to the greatest start. Every time we turn 

on the news or read the headlines it feels like we are inundated with 

tragedy and disaster. Kobe Bryant’s death, Storm Ciara in the UK and 

the Australian wildfires and flashfloods are just a few stories that have 

sparked major headlines in the last 6 weeks.

An event that shocked the business world was the assassination of 

Iranian Major General Qasem Soleimani on 3 January 2020. However, 

the chaos and war that was expected as a result of the attack has yet to ensue. While Brent crude 

oil immediately rocketed over US$70/bbl in response to the Major General’s death, it quickly 

retreated back down again. Prices spiked a week later when reports of an Iranian missile strike in 

Iraq surfaced, but this rally was, in the end, short-lived and prices have once again fallen. At the 

time of writing, Brent is currently trading at US$55/bbl, which is much lower than just before the 

Soleimani incident.

The trends following the death of the Major General are not dissimilar from the events of 

September 2019, when the Saudi Aramco oil facilities were attacked. Oil prices immediately 

reacted by jumping up before shrinking back almost as quickly. 

However, the nature of this event was different to the January 2020 military action. The 

2019 attacks on Saudi Aramco resulted in barrels of oil being physically taken off the market 

and prices reduced when production was reinstated. Meanwhile, the Soleimani incident did not 

directly affect production, storage, or transit of oil, but rather threatened future operations.

As if the news of 2020 was not dire enough, the outbreak of coronavirus has incited fear 

globally. At the time of writing, 28 countries have confirmed cases of the virus, and over 

1000 people in China have died as a result. Additionally, the outbreak is posing a major economic 

risk for China, the country from which coronavirus originated. In regards to the impact on the oil 

industry, Wood Mackenzie has lowered its oil demand forecast for 1Q20 by nearly 900 000 bpd 

to 98.8 million bpd. This drop is primarily being attributed to efforts to contain the outbreak, 

including flight cancellations.1

Ann-Louise Hittle, Vice President, Macro Oils, has stated that “the 1Q20 fall in Chinese 

demand – a 200 000 bpd drop to 13 million bpd – is the first year-on-year decline in the country’s 

demand since 2009. OPEC is holding emergency talks to consider an additional 500 000 bpd cut, 

on top of its already agreed steep output quotas in a bid to balance the market and shore up 

crude prices.”1

Hittle added that “without a further production cut, crude oil prices will remain under 

pressure and struggle to hold the mid-US$50/bbl price for Brent, let alone recover to above 

US$60/bbl before 2Q20.”1

It remains unclear for how current proceedings will play out or how future events will impact 

the price of oil. In the meantime, however, I think we are all in need of some uplifting news to 

focus on: Europe’s Solar Orbiter probe has lifted off on its quest to study the Sun from close 

quarters, South Korean film Parasite made history at the Oscars as the first non-English language 

film to win best picture, and a German sloth by the name of Paula has been declared as the 

world’s oldest two-toed sloth at 50 years old.

Reference
1. ‘China’s demand drops for first time since 2009 as coronavirus hits oil markets,’ (4 February 2020), 

www.woodmac.com/press-releases/coronavirus_opec_oil_demand/
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Equinor aims to halve carbon intensity by 2050
Equinor has launched a new climate roadmap that includes plans to reduce the company’s net 

carbon intensity, from initial production to final consumption, of energy produced by at least 

50% by 2050, to grow renewable energy capacity tenfold by 2026, and to reach carbon neutral 

global operations by 2030.

The target of reducing net carbon intensity by at least 50% by 2050 takes into account scope 

1, 2 and 3 emissions, from initial production to final consumption. The ambition is expected 

to be met primarily through significant growth in renewables and changes in the scale and 

composition of the company’s oil and gas portfolio. 

In January 2020, the company announced ambitions to reduce absolute greenhouse gas 

emissions from its operated offshore fields and onshore plants in Norway by 40% by 2030, 

70% by 2040 and towards near zero by 2050. The target is to be realised through electrification 

projects, energy efficiency measures and new value chains such as carbon capture and storage 

and hydrogen. Remaining emissions will be compensated either through quota trading systems, 

such as the EU’s Emissions Trading System (ETS), or high-quality offset mechanisms.

Equinor is aiming to reduce the CO
2
 intensity of its globally operated oil and gas production 

to below 8 kg/boe by 2025, five years earlier than the previous ambition. The current global 

industry average is 18 kg CO
2
/bbl, according to the International Association of Oil & Gas 

Producers. 

Indian Oil Corp. to import 
crude oil from Russia
Indian Oil Corp. (IOCL) and Rosneft have 

signed a contract whereby IOCL will import 

2 million t of Ural grade crude oil during 

2020.

The agreement was signed during a visit 

to New Delhi, India, by Igor Sechin, CEO of 

Rosneft.

The crude oil being sourced under the 

contract will be loaded in Suezmax vessels 

at the port of Novorossiysk in Russia, and 

will come to India, bypassing the Strait of 

Hormuz.

Sourcing of Russian crude oil through 

long term contracts is a part of India’s 

strategy for diversifying the country’s crude 

oil supplies from non-OPEC countries, and 

a part of a five-year roadmap for bilateral 

cooperation in the hydrocarbons sector 

agreed in September 2019.

During the meeting, Dharmendra 

Pradhan, Minister for Petroleum and 

Natural Gas of India, and Sechin discussed 

further enhancing energy cooperation and 

strengthening hydrocarbons engagement 

with regards to investment as well as 

sourcing natural gas and crude oil. 

Saipem awarded EPCI 
off shore contracts
Saipem has been awarded several EPCI 

contracts worth over US$500 million.

The first contract is with Saudi Aramco 

and encompasses the design and EPCI 

of a 36 in. carbon steel pipeline onto the 

existing network around the Ju’aymah area 

and brownfield services at the associated 

offshore platform.

In West Africa, the company has been 

assigned a contract by Eni Angola S.p.A. 

related to Cabaça and Agogo Early Phase 1 

developments. The scope of work includes 

the EPCI of risers, production flowlines, 

jumpers and the installation of a subsea 

production system in water depths ranging 

between 400 and 600 m.

In Equatorial Guinea, Saipem is to install 

a 70 km gas pipeline connecting the Alen 

platform to Punta Europa on the coast for 

Noble Energy.

Additional minor contracts awarded are 

related to the decommissioning of existing 

infrastructures located in the Thistle field 

of the North Sea and two other offshore 

transportation and installation contracts in 

the Middle East and the Gulf of Mexico. 

Norway
Neptune Energy has announced 

plans for a digital subsurface 

programme with the aim of discovering 

hydrocarbons 70% faster, reducing 

exploration costs and bringing 

discoveries into production up to three 

years earlier than current industry 

standards permit. The company is 

working with a range of partners and 

vendors to develop new tools to scan 

and interpret seismic data, reducing 

the time spent by geoscientists on 

administrative work and preparation, 

and providing them with data-informed 

insights they can use to identify 

hydrocarbons more efficiently and with 

more certainty, reducing the likelihood 

of drilling a dry well.

Senegal
The National Oil Company of Senegal, 

PETROSEN, has officially launched the 

country’s first ever offshore licensing 

round. The licensing round comprises 

12 blocks on offer in the Mauritania, 

Senegal, Gambia, Guinea-Bissau 

and Guinea Conakry (MSGBC) Basin, 

offshore Senegal. Companies will be 

able to submit bids over the coming 

six months, with final applications 

delivered to the Ministry of Petroleum 

and Energy at the latest by 

31 July 2020.

Australia
Halliburton has been awarded seven 

contracts for drilling and completion 

services for the next phase of field 

development of the INPEX-operated 

Ichthys project in the Browse Basin 

offshore northern Australia. The well 

development campaign is due to start 

in March 2020 and will continue for an 

estimated 3-year term. 

World news
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 UAE announces major gas find

 Shearwater to conduct 3D campaign for  
ONGC

 Hess to focus on Guyana and the 
Bakken during 2020

 First oil produced from Alligin field 
offshore UK

USGS releases Central 
North Slope oil estimates
The US Geological Survey (USGS) has 

released new estimates that indicate 

there are 3.6 billion bbl of oil and 

8.9 trillion ft3 of natural gas in Alaska’s 

Central North Slope. The assessment 

does not include discoveries made by 

industry between 2013 and 2017. The 

resources estimated are undiscovered, 

technically recoverable conventional 

resources.

The assessment consists of six units 

and hosts most of the producing oil 

and gas fields in Arctic Alaska. Although 

the USGS surveyed the region in 2005, 

increases in geologic knowledge and 

understanding of the rocks and resource 

potential allowed the USGS to focus more 

specifically on the six assessment units 

included in this estimate.

The supergiant Prudhoe Bay oilfield, 

North America’s largest, is within the 

assessed area. Most of the lands in 

the Central North Slope are owned by 

the state of Alaska and Alaskan Native 

Corporations. 

SNC-Lavalin to provide 
FEED services in Haliba
SNC-Lavalin has been awarded an 

engineering services contract from 

Al Dhafra Petroleum, a joint venture (JV) 

company established in 2014 between 

ADNOC and Korea National Oil Corp. and 

GS Energy. 

Under the nine-month agreement, 

SNC-Lavalin will provide FEED services 

for the second phase of the Haliba 

field, located in Al Dhafra Petroleum’s 

concession area in the UAE. The project’s 

aim is to develop surface facilities in an 

optimised manner to handle long-term 

production as well as future production 

prospects near Haliba, which achieved 

first oil in July 2019. 

The contract scope of work includes 

verification of the conceptual studies 

and design, carrying out FEED to develop 

surface facilities required for processing 

production from the main plant and 

its north and south extension areas, 

execution planning, and designing 

facilities to handle production from other 

close-by prospects. 

7 – 10 June 2020 

AAPG Annual Convention & Exhibition 
Houston, Texas, US
ace.aapg.org/2020

8 – 11 June 2020 

EAGE Annual Conference and 

Exhibition
Amsterdam, The Netherlands
eage.eventsair.com/eageannual2020

9 – 11 June 2020 

Global Energy Show Exhibition and 

Conference
Calgary, Canada
globalenergyshow.com

20 – 22 July 2020 

URTeC
Austin, Texas, US
urtec.org/2020

24 – 26 November 2020 

OSEA
Singapore
osea-asia.com

ExxonMobil increases estimated recoverable resource 
base in Guyana
ExxonMobil has increased its estimated recoverable resource base in Guyana to more than 

8 billion boe and made a further discovery northeast of the producing Liza field at the 

Uaru exploration well, the 16th discovery on the Stabroek Block.

The new recoverable resource estimate includes 15 discoveries offshore Guyana 

through year-end 2019. The Uaru discovery is the first of 2020.

Uaru encountered approximately 94 ft (29 m) of high-quality oil-bearing sandstone 

reservoir. The well, drilled in 6342 ft (1933 m) of water, is located approximately 10 miles 

(16 km) northeast of the Liza field, which began producing oil in December 2019. 

Production from the Liza Phase 1 development is currently ramping up and will 

produce up to 120 000 bpd in the coming months, using the Liza Destiny FPSO.

The Liza Unity FPSO, which will be employed for the second phase of Liza 

development and will have a production capacity of 220 000 bpd, is under construction 

and expected to start production by mid-2022.

Pending government approvals and project sanctioning of a third development, 

production from the Payara field north of the Liza discoveries could start as early as 2023, 

reaching an estimated 220 000 bpd.

Four drillships in Guyana continue to explore and appraise new resources as well as 

develop the resources within approved projects. A fifth drillship is expected to be deployed 

later this year. 

World news
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the test of time, delivering impenetrable zonal isolation for the 
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McDermott starts Chapter 11 process and sells Lummus 
Technology as part of restructuring
McDermott International, Inc. has announced a restructuring that will equitise nearly all the 

company’s funded debt, eliminating over US$4.6 billion of debt.

The restructuring transaction will be implemented through a prepackaged 

Chapter 11 process that will be financed by a debtor-in-possession (DIP) financing facility of 

US$2.81 billion. Subject to court approval, McDermott expects the DIP financing, combined 

with cash generated by McDermott, to enable the company to stabilise its cash flows and 

fulfill its commitments to key stakeholders, including customers, suppliers, joint venture 

partners, business partners and employees.

The company has also secured committed exit financing of over US$2.4 billion in letter of 

credit facility capacity and will emerge from Chapter 11 with approximately US$500 million in 

funded debt. 

All of McDermott’s businesses are expected to continue to operate as normal for the 

duration of the restructuring. All customer projects are expected to continue uninterrupted on 

a global basis.

The company commenced the prepackaged Chapter 11 filing in the US Bankruptcy Court 

for the Southern District of Texas on 21 January. The company plans to move toward Court 

approval of the filing, with confirmation expected within approximately two months from 

filing.

As part of the restructuring transaction, the Chatterjee Group and Rhône Group will 

acquire Lummus Technology for US$2.725 billion. 

CNOOC: 10 projects to 
come onstream in 2020
CNOOC has announced its business 

strategy and development plan for 2020.

Targeted net production for 2020 is 

520 – 530 million boe, of which production 

from China and overseas accounts for 

approximately 64% and 36% respectively. 

2019 net production for 2019 is expected 

to be approximately 503 million boe. 

Net production for 2021 and 2022 are 

estimated to be 555 million boe and 

590 million boe respectively.

Total 2020 CAPEX is budgeted at 

US$12.34 billion to US$13.7 billion. CAPEX 

for exploration, development, production 

and others will account for approximately 

20%, 58%, 20% and 2% of total CAPEX 

respectively.

The company plans to drill 

227 exploration wells and collect 

approximately 27 000 km2 of 3D seismic 

data.

Eight new projects offshore China are 

expected to come onstream as well as the 

Buzzard oilfield phase II in the UK. The 

Liza oilfield phase 1 in Guyana has already 

come onstream ahead of schedule. 

Maersk Drilling awarded 
Angola off shore contract
Maersk Drilling has been awarded 

contracts for a three-well exploration 

drilling project by Total E&P Angola 

Block 32, Block 48 and Total E&P 

Namibia B.V. for the seventh-generation 

drillship Maersk Voyager.

Maersk Voyager will be employed 

offshore Angola and Namibia for a 

campaign which includes the deepest 

water depth ever drilled offshore. The 

project includes two wells offshore Angola 

in Blocks 32 and 48, plus one well offshore 

Namibia. The campaign, due to commence 

in January 2020, has an estimated duration 

of 240 days and will be supported by 

local partners. The total value of the firm 

contracts is approximately US$46.3 million, 

including a mobilisation fee. The contracts 

include two additional one-well options.

The well in Block 48 will be drilled 

at a new world record water depth of 

3628 m. The current world record is 

3400 m, set by Maersk Voyager’s sister 

drillship Maersk Venturer when it drilled 

the Raya-1 well for Total offshore Uruguay 

in 2016. 

Aker Solutions awarded 
electrification contract 
Equinor has awarded Aker Solutions a 

FEED contract for topside modifications 

to accommodate power from shore 

at the Troll B and C platforms in the 

Norwegian North Sea.

Upon final investment decision – due 

by end 2020 – Equinor has the possibility 

to exercise an option for EPCI, which is 

included in the FEED contract. 

The CO
2
 reductions are expected to be 

450 000 tpy after the project is completed.

The electrical system and power 

cable from shore will be designed to 

accommodate full electrification for 

Troll B and Troll C. The Troll partners 

together with Aker Solutions will use the 

next year to plan the work in detail to 

ensure it can be executed safely without 

harm to personnel, environment or 

installations.

Troll A was the first platform on the 

Norwegian continental shelf to utilise 

power from shore, already from initial 

startup back in 1996. 

A FEED contract for the onshore civil 

work has been awarded to Multiconsult. 

SOFEC to supply FPSO 
turret for Sangomar
SOFEC, Inc. has been awarded an external 

turret supply contract by MODEC for a 

FPSO vessel for the Sangomar (formerly 

SNE) Field Development Phase 1 project, 

located offshore Senegal.

MODEC will supply the FPSO 

to Woodside. The Sangomar Field 

Development is expected to be Senegal’s 

first offshore oil development. The FPSO 

is scheduled for delivery to support the 

production of first oil in early 2023 and 

will be moored in approximately 780 m 

water depth.

SOFEC will be responsible for all 

EPC activities related to the external 

turret mooring system and its ancillary 

components. SOFEC will assist in turret 

integration and offshore hook-up and 

commissioning activities as planned in 

2023. 

World news
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L
atin America is awash with hydrocarbons, from Mexico 

to the southern tip of Argentina. A handful of countries in 

the region have a rich tradition of economic development 

stretching back over the last century, and look forward to many 

decades of prosperity to come.

But not all jurisdictions play from the same score, resulting in 

a cacophony. Who is playing in tune – and who is marching way 

off  beat – varies widely.

Brazil
By mid-2019, Brazil’s oil production had reached 2.78 million bpd. 

The vast majority of growth was from off shore fields, with 

the presalt play accounting for 1.4 million bpd. Brazil’s new 

administration under President Jair Bolsonaro intends to 

streamline the sector by scaling back local content requirements 

(such as shipbuilding), increase auctions, and open up the 

upstream, midstream and downstream sectors to more 

competition.

Petrobras, Brazil’s state-owned oil company which dominates 

the country’s sector, is going through belt tightening. In late 

September 2019, Petrobras released a new five-year plan. Its two 

primary goals are to shrink its debt and to explore and develop 

ultra-deepwater deposits. The former will be accomplished by 

improving productivity and unloading non-core assets, including 

the TAG gas pipeline network. Other assets slated for divestiture 

include fertilizer and biodiesel facilities.

The moves have so far reduced debt from US$100 billion in 

2015 to approximately US$70 billion. In regards to exploration 

and production (E&P), the company has allocated US$70 billion 

between now and 2023.

Oilfield Technology correspondent, 
Gordon Cope, explores the differing 
fortunes of Latin America’s oil and gas 

jurisdictions.

ANAN
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In July 2019, Petrobras also sold several shallow water 

oilfields. Trident Energy purchased the Pampo and Enchova fields 

for US$851 million, while Australia’s Karoon Energy bought the 

Bauma field for US$665 million. The contracts also include future 

payments of up to US$200 million.

Brazil produces almost 4 billion ft 3/d of gas, but most of it is 

associated with crude production in the Santos Basin. The majority is 

either flared or reinjected due to lack of transportation options. Brazil 

has a critical shortage of natural gas, and must import it from other 

countries using pipelines and LNG.

In an eff ort to monetise the deepwater gas, a mix of floating 

LNG plants and pipelines are being planned. Route 3, linking the 

Santos Basin to Rio de Janeiro, is expected to enter operation 

in 2Q20. More new pipelines will be needed to handle up to 

7 billion ft 3/d of projected gas output by 2030. Once ashore, 

Norway-based Equinor has agreed to build turbine electricity and 

LNG facilities in the Rio de Janeiro region.

Guyana
Guyana, bordering the Atlantic Ocean, has become the hottest 

off shore play in the world. For the last decade, ExxonMobil and 

partners have been exploring the 6.6 million acre Stabroek block, 

making more than a dozen discoveries in both the Liza and Turbot 

prospects. ExxonMobil and partners now have approximately 

5.5 billion boe in proven reserves. 

The Guyana-Suriname Basin is the main target for exploration. 

The US Geological Survey (USGS) estimates that the basin contains 

up to 13.6 billion bbl of undiscovered oil, 22 trillion ft 3 of gas and 

574 million bbl of NGLs.

Deposition in the basin started in the Jurassic Period, when 

South America and Africa rift ed apart to form the beginnings of the 

southern portion of the Atlantic Ocean. Shales were deposited in the 

deep waters, and carbonates formed in the shallow coastline. The 

Andean uplift  to the west resulted in massive, fan-shaped deposits of 

sandstone.

Subsequent expansion of the Atlantic resulted in half-graben 

faulting, creating structural traps. Oil from the basal shales migrated 

into both structural and stratigraphic reservoirs. ExxonMobil’s Liza-1 

exploratory drilling confirmed three main trap types: Upper Cretaceous 

sandstones, Upper Cretaceous carbonates, and Tertiary sandstones, 

all with excellent porosity and permeability. In all, the exploration well 

encountered 295 ft  of high quality, oil-bearing reservoirs.

Production drilling and construction has largely been completed 

at the Liza Phase 1 development. Liza Destiny, a 120 000 bpd 

floating production storage and off loading (FPSO) vessel, has been 

positioned in place, with first production flowing in December 2019. 

Development costs are estimated at US$6/bbl, and break-even at 

US$35, making it one of the most profitable off shore plays in the 

world. ExxonMobil estimates that there is potential for at least five 

FPSO vessels producing more than 750 000 bpd over the next decade.

Mexico
Since 2013, when former President Enrique Pena Nieto enacted 

sweeping plans to privatise the nation’s oil and gas sector, Mexico’s 

energy sector has seen billions of dollars in private investments 

through auctions, drilling and pipeline building.

One of the first major finds aft er the government liberalised the 

sector was the Zama field, a 1 billion bbl reservoir in shallow waters 

off  the Gulf Coast of Mexico. The block was owned by US-based 

Talos Energy and Mexico’s Sierra Oil & Gas. 

In 2018, however, Andres Manuel Lopez Obrador was elected 

president. He campaigned on curbing the privatisation of the oil and 

gas sector, and one of his first actions was to cancel two upcoming 

auctions of natural gas and shale blocks. 

In August 2019, Pemex was given an ‘exceptional’ lease renewal 

on its blocks adjacent to the Zama discovery in order to sidestep a 

law obliging leases to lapse if no hydrocarbons had been discovered 

aft er five years. The renewal gives Pemex the opportunity to pursue 

operatorship of the Zama field, since up to one-third of the field 

may lie under its lands. Sierra has sold its 40% stake in Zama, while 

Talos continues to develop the field with four wells and an estimated 

US$250 million invested.

The move, as well as an indefinite cancellation of new auctions, 

is placing a chill on investment in the country. Pemex is the most 

indebted oil company in the world, owing over US$100 billion. The 

company was thrown a US$5 billion rescue package by Obrador in 

September 2019. This significant debt places constraints on Pemex’s 

ability to execute new developments. 

In August 2019, Obrador announced that his administration 

had renegotiated the majority of gas pipeline deals between 

private investors and CFE, the national power company, with a 

saving of US$4.5 billion. The original contracts had called for CFE 

to pay US$12 billion over 25 years, now reduced to an estimated 

US$7.5 billion.

A lawsuit was filed in October 2019 by a former Mexican drilling 

company alleging it was forced into bankruptcy aft er it refused to 

pay bribes intended for Pemex off icials and senior federal politicians. 

Mexican and US authorities are also investigating overpayments 

of several hundred millions of dollars that Pemex made when 

purchasing Fertinal, a Mexican fertilizer company. Nieto and senior 

Pemex off icials strenuously deny the accusations.

The moves by Obrador’s administration place the long-term 

prospects of the sector in doubt. Industry observers note that 

international oil companies (IOCs) have much greater access to the 

off shore waters in Guyana and Brazil, with less uncertainty regarding 

ownership and fiscal certainty.

Argentina
Argentina holds some of the largest unconventional reserves in 

the world. The Vaca Muerta in the Neuquen Basin is a continuous, 

400 m thick tight shale formation at a depth of approximately 

3000 m. With up to 5% hydrocarbons content, it has been known 

as a conventional field source for over a century. In the last 

decade, it has been extensively explored as a reservoir, and the 

US Energy Information Administration (EIA) estimates that total 

recoverable hydrocarbons include 16 billion bbl of crude and 

308 trillion ft 3 of gas.

State-controlled YPF has lined up international joint venture 

(JV) partners to harness the resource. Shell has announced plans to 

drill over 300 wells, build a processing plant, and construct roads, 

powerlines and pipelines in order to move up to 40 000 boe/d by 

2021. Shell, Chevron, Total and ExxonMobil have all announced 

billions in spending plans. The Argentine government expects daily 

crude output to double to 1 million bpd by 2023. 

In April 2019, Argentina held its first off shore open-bid round 

in over 20 years. Equinor teamed up with YPF and France’s Total to 

purchase seven blocks. ExxonMobil and partner Qatar Oil purchased 

three. In all, US$995 million was spent picking up parcels spread over 

15 000 km2 on the Atlantic continental shelf.

The focus of interest is the Malvinas Basin, which sits between 

Argentina’s eastern coast and the Falkland (Malvinas) Islands. 

Although exploration wells are sparse in Argentinian waters, drilling 

near the Falkland Islands has proven that the basin has structures, 

reservoirs, seals, source rocks, timing and maturity in place.



Eocene, Miocene and Pliocene-age rocks have half a dozen highly prospective plays 

in shallow marine sandstones. Jurassic deltaic sandstones are coupled with source rocks. 

Cretaceous reefs form porous, permeable stratigraphic traps. Basal faulting forms structural 

traps.

Explorers are hoping that the region mimics the geological wealth of West Africa, where the 

mirror image of passive spreading occurred and resulted in the creation of billion bbl off shore 

reservoirs in Angola and other West African countries.

Venezuela
Under President Hugo Chavez and his successor Nicolas Maduro, Venezuela has been going 

through a decade of woes that has seen its oil and gas sector and civil society devastated. 

According to OPEC, the country was producing 1.1 million bpd in December 2018, but production 

was estimated to have declined by approximately one-third through 2019. International relief 

organisations estimate that millions have fled the country to nearby Colombia.

In late January 2019, Juan Guaido, President of the opposition-held National Assembly, 

appointed himself interim President. Numerous nations recognised his legitimacy and are taking 

measures against the Maduro government. The Trump administration barred US customers from 

paying for Venezuelan oil until a new government can be formed. 

In March 2019, a prolonged electricity blackout that aff ected most of the country also 

crippled the oil and gas sector. Refineries, upgraders and export terminals, including the main 

port of Jose, were all idled. President Maduro accused US-backed terrorists of being responsible 

for the blackout; the opposition and most Venezuelans blamed government incompetence and a 

lack of investment in infrastructure maintenance. 

Most crude vessel operators are shying away from Venezuela, and the number of clients 

willing to buy oil has dwindled to Russia’s Rosneft , Spain’s Repsol and Cuba’s Cubametales. 

By September 2019, bottlenecked inventories within Venezuela had swelled to 38 million bbl, 

forcing PDVSA to cut back. PDVSA, the state-owned oil and gas company, has approximately 

1.3 million bpd refining capacity, but has reduced fuel output to approximately 600 000 bpd. 

Blending had been suspended at the Jose port, and fields within the Orinoco heavy oil belt were 

being shut-in.

While most IOCs shun the country, Venezuela still has the support of some national oil 

companies (NOCs). In August 2019, President Maduro announced plans to boost production at 

the Sinovensa project, a JV between PDVSA and China National Petroleum Corp. (CNPC). The 

project, located in the Orinoco, currently has a capacity of 110 000 bpd. The expansion would 

boost capacity to 230 000 bpd.

Colombia
Colombia’s crude reserves stand at 1.96 billion bbl, approximately 6 years’ supply at current 

rates of production. Colombia’s off shore Caribbean waters are showing tremendous potential for 

natural gas, however, with significant discoveries by Petrobras and Anadarko. 

Colombia conducted two major auctions in 2019 in order to drum up interest. The first 

auction, held early in the year, resulted in 11 contracts and US$500 million in exploration 

commitments, including US$100 million from Royal Dutch Shell. A second round of 59 onshore 

and off shore blocks, held in November 2019, was expected to draw 20 bids and US$800 million, 

but only 15 blocks were awarded for US$500 million.

Onshore, independents are having widespread success chasing smaller plays. In 

September 2019, GeoPark, a leading independent in South America, announced the discovery of 

a new oilfield in its Llanos 34 block in eastern Colombia. The Gauco field is a stratigraphic play 

bounded by faulting. A wildcat well drilled to a depth of 11 936 ft  encountered hydrocarbons in 

the Guadalupe and Mirador formations. A test produced 936 bpd of medium heavy crude. This is 

the fourteenth discovery by GeoPark in the Llanos 34 block. 

India’s state-owned Oil and Natural Gas Corp. (ONGC) discovered 8 m of oil bearing sands at 

a depth of 2852 m in its Sol-1 well on its CPO05 block. The company did not disclose a reserve 

estimate, but the well was a follow-up to discovery wells drilled in 2017 – 2018 in order to 

determine the extent of the play.

The future
The global oil and gas sector is in turmoil due to depressed crude prices and instability in 

the Middle East. While no region is immune, several producing countries in Latin America are 

especially vulnerable to the vagaries of oil due to internal politics and instability in adjacent 

countries. Brazil, Argentina and Colombia show that responsible fiscal policy and regulatory 

oversight can generate immense investment and prosperity. 
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