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�� Deep impact
 Mexico’s first deepwater auction is scheduled 

for the second half of 2016 and could attract 
investment of up to US$44 billion.

�� Sweetened terms
 The bid rules for the ten deepwater blocks on offer 

will be less stringent than previous auctions.

�� Pemex participation
 International oil companies may look to partner 

with Pemex, which has said that it will participate 
in the deepwater bid round. 

�� Local knowledge
 Operators are positive about Mexico’s flexible 

local content requirements.
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ALMOST 28 billion barrels of oil equivalent, 
a quarter of Mexico’s estimated prospective 
resources, lie in the deep waters of the Gulf of 
Mexico. 

Over the past few years the difficult-to-reach 
reserves have eluded national oil company 
(NOC) Pemex, which has yet to start significant 
production from any of its deepwater discover-
ies. But that may be about to change. 

Mexico liberalised its oil sector in December 
2013, opening the doors to private companies 
after almost eight decades of oil nationalism. 
The landmark energy reform, which aims to 
stem more than a decade of declining crude 
production, has paved the way for Mexico’s first 
competitive oil and gas auctions. 

Under the new legislation, companies are 
entitled to win licences, service contracts, prof-
it-sharing or production-sharing agreements 
(PSAs) through public bids overseen by Mexico’s 
energy ministry, Sener, and upstream regulator, 
CNH.

The Mexican finance ministry – known by 
its Spanish acronym SHCP – was put in charge 
of the fiscal terms of the contracts, including the 
state’s share of pre-tax revenues or “government 
take”, as well as royalties and income tax.

The reform also permits Pemex to enter into 
joint venture (JV) agreements, or farm-outs, 
with other oil companies for the first time, allow-
ing the cash-strapped NOC to share the financial 
burden, technology and know-how to develop 
Mexico’s deepwater reserves.

Eight JV agreements with Pemex are due to be 
auctioned this year, including 14 shallow-water, 
onshore, deepwater and extra-heavy oil fields,.

They will be put to a public bidding process 
determined by Sener, CNH and SHCP. 

No tender date has been set yet, though.
Meanwhile, Mexico’s first auction for deep-

water fields is scheduled to take place in the 
second half of 2016., though the oil price crash 
could push it into 2017.

Known as “Round 1.4” because it is the fourth 
tranche of bidding in the country’s “Round One” 
oil auction series, the government estimates the 
auction could generate as much as US$44 billion 
in investment, more than six times the amount of 
all three previous auctions combined. According 
to Sener, ten exploratory deepwater blocks will 
be sold under licences – each worth about US$4 
billion over the life of the contract, which will 
range between 35 and 50 years.

“One of the principal objectives of the energy 
reform is to take advantage of the national riches 
found in deepwaters,” Mexican Energy Min-
ister Pedro Joaquin Coldwell said during the 
bid announcement on December 17. “We are 
starting the process to bring in the companies 
that have the capital and technology required to 
explore and produce oil and gas from the deep 
waters of the ocean.”

Mexico’s deepwater and ultra-deepwater 
reserves – which lie at water depths of 500 metres 
and beyond – are largely unexplored because 
Pemex has lacked the technology and resources 
to develop them. But the geology is believed to 
mirror the US section of the Gulf, where major 
oil companies are already successfully exploit-
ing deepwater reserves. One prospect in Mex-
ico’s Perdido Fold Belt is just 50 km away from 
Royal Dutch Shell’s Great White Field – a 2002 

W H AT:
The auction is due to take 
place in Q3-2016, though 
the low oil price might 
push Now it into next year.

W H Y:
Market conditions and 
the results of earlier 
tenders have seen Mexico 
tweak the bid terms of 
the deepwater auctions in 
order to make them more 
palatable to investors.

W H AT  N E X T:
Ten exploratory 
deepwater blocks will 
be sold under licences – 
each worth about US$4 
billion over the life of the 
contract - that will range 
between 35 and 50 years.

Over US$40 billion in investment 
forecast as Mexico gears up for 
2016 deepwater auction
Mexico’s first auction for deepwater fields is due to take place in the second half of 
2016 and could attract investment of up to US$44 billion
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Mexican President
Enrique Pena Nieto
(second from left) 
unveils the laws
governing the energy
reform in August 2014
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