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Houston’s Baker Energy Consultancy Reveals
Oil Industry Wisdom in Its Folklore

25 oil industry adages, guidelines, and hard
lessons with examples from Mexico

HOUSTON, TX, UNITED STATES, February 7,
2025 /EINPresswire.com/ -- In the third edition
of a report entitled “Upstream Folklore: How
Oil Is Discovered, and Oil Companies and
Careers Are Built,” success and failure are seen
as reflected in industry adages, guidelines, and
hard lessons. Examples of each are drawn
from the experiences of oil and gas companies,
policymakers, and regulators in Mexico and the
United States.

“These 25 adages, guidelines, and hard lessons
point to a philosophy of economic value that
underpins the upstream oil industry. Taken
together, these adages and hard lessons
constitute an Archimedean ruler with which to
measure the market successes and failures of
any oil jurisdiction—from Nigeria to Vietham,”
insists George Baker, the principal author of
the report.
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Editor’s note to MEI 990.3

APPLES = Adages, Precepts,

N THIS REVISION to MEI 990 we put our attention mainly on the topic
Practices, and LESson

and nomenclature of APPLES #13, “Mineral license or Risk service
contract?”

In MEI 990.1, in order to to distinguish between a production service
contract (PSC), as used in Mexico, and the mineral lease as used in the United States, we employed the term
“license” to refer to the type of petroleum agreement used in federal waters of the Gulf of Mexico.

Readers urged us to use “lease,” not “license,” to refer to oil agreements in the United States, whether on
public or private lands. In 990.3, we make this change of terminology, while citing, in a few places, additional
events pertinant to one or another of our APPLES
or observations, conclusions or technical notes.

Petroleum Agreements
In a broad sense, a Production Sharing Agreement fs o sitE o ate i
(PSA) is a subcategory of Risk-Service Contract
(RSC), but the compensation agreement is very
different: A PSA is paid in volumes while a RSC is Exclusive rights to
paid in cash, as as a share of the deemed or isk- — | drilland extractin
market value of production, All petroleum adefined area
agreements, including those governing the EREEEIAD
“assignment” to Pemex, are alike in conveying an
exclusive license to explore and extract
hydrocarbons. (Fig. 1).
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Our fundamental argument remains unchanged:

As evidenced by the U.S. government’s successful use of oil lease auctions on submerged
federal lands in the American portion of the Gulf of Mexico, the public ownership of the mineral estate does
not thereby establish a legal principle that prohibits its exploitation by

private parties. It follows that, in Mexico, it is a misreading of Public ownership is compatible
constitutional article 27, which establishes public ownership of the with private exploitation
mineral estate, to conclude that only “the nation” can exploit the

mineral estate.

Figure 1

mineral estate as “property.” The state’s authority over the mineral estate
derives from sovereignty not on any interpretation of property rights. The
insistence on the Mexican side that the mineral estate is property has
confounded public policy, mineral production, and foreign investment for over a century. See (below) “Who
owns crude oil in situ?”

This misreading comes from the text of the article where it refers to the
[ is not property

The public’s mineral estate ]

Editor's note to the 3rd edition, explaining
updates

This analytical approach provides an indirect measurement of Mexico's success, over 25 years, to
create sustainable frameworks for the oil and wholesale electricity markets, ones that would
attract foreign investors. From 1992 to 2018, successive reforms limited investors to serving as
contractors to the state-owned oil and power companies. In 2014, legislation in the oil market
allowed for private investors to bid on acreage and be compensated proportionately to their
success. In 2016, Pemex signed its first joint venture, a 40/60 deal with Australia’s BHP Billiton

(succeeded in 2022 by Woodside Energy).

“This direction of public policy was reversed with the election in 2018 of Andres Manuel Lopez
Obrador as president,” observes Baker, whose newsletter, Mexico Energy Intelligence, has


http://www.einpresswire.com

reported on the unfolding of policies and the
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responses of investors and governments since 1995. Energia

The report describes how Houston'’s Talos Energy and UPSTREAM |=|II,I(|.l]!iFt l
London’s Harbour Energy, both investors in the first How ol s discovered and companies and careers 2 o

oil auction of 2015, have been given hard lessons by PR e e e

Pemex, the legacy state oil company, regulators, and soges omers relempoen.

trade associations. "The appointment of Paul de‘d“"“b“

We offer a general discussion of the upstream oil and gas business as

Goodfellow as CEO may be the com pa ny's last chance revealedin 25 adages, practices, and hard lessons, and which may be read

in any order. Examples of each could be drawn from any jurisdiction
where oil and gas is produced, but ours are from Mexico.

to extract value from its discovery, in 2017, of the We expose the atcroppings and fuls ofupstreampoles of 00113
and the counter reform that began at year end 2018.

H H n 1 Th he d f o ding by i in Mexico”

near-giant reservoir named Zama," opines Baker. energy ecor afer 20139t why thft assumptionsandsnessmodds

went awry after 2018. In parallel, it provides analysis needed for an

overhaul of Mexico's legal, constitutional, and narrative frameworks.

Readers with an interest beyond Mexico will find insights into the oil
industry’s potential for value-creation—also its fragility when there are

As for adages about the discovery of oil and gas, two regime changes such as the recent ones in Mexico, Some readers may

wish to share with us, off the record, their experience in support (or @
u:l o . . . otherwise) of our findings, among them that Article 27, which establishes -
a re Wel |- kn OWn : O I I I S FI rSt FO u n d | n th e M I n d S Of public ownership of the mineral estate, does not prohibit a mineral lease “
(Table 1). Expand View
" o . . . 1 The report, with >100 footnotes, draws on our role as a participant-observer of the energy reforms of 2001-18.
M e n a n d Th e D Ive rS I ty of | d e a S F I n d S O I | . T h e Table 2 is a chronology of Mexico’s mining/oil industries. Table 3 lists unanswered questions. Annex A is a list of
abbreviations. There is a list of related report titles and an index listing the names of cited public servants.
1 1 1 0/ d H The report offers new vocabulary to assess leaders in government and industry who would uphold or disregard
re p O rt fl n d S a pa rtl a | exp | a n atl O n fo r th e 50 0 ro p I n the wisdom of the mining/oil industries and who would give or receive hard lessons.
Pemex oil product since 2004 in an inadequate R e 0 e
university libraries. Reports ibute ion a hase. collection of government
o

diversity of ideas, noting that most company earth
scientists are graduates of just two universities;
further, the lack of bilingual proficiency limits their
participation in international meetings such as the
annual Offshore Technology Conference (OTC) in
Houston and the associated opportunity to build a global, professional network. The report asks:
In whose minds was the Zama reservoir first discovered? In whose minds was a share of its
equity first coveted?
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Title page of MEI 990.3 "Upstream
Folklore"

“ Regarding oil policy, the report flags the Mexican
government’s successive innovations in the design of
petroleum agreements that license exploration and
extraction but withhold commercial rights such as the
reporting of production data and the booking of reserves.
“Practicing attorneys and legal scholars have not publicly
recognized that national ownership of the mineral estate in
Mexico allows for a full-cycle mineral lease,” says Baker.

Taken together, these
adages and hard lessons
constitute an Archimedean
ruler with which to measure
the market successes and
failures of any oil
jurisdiction—from Nigeria to

Viethnam” _ ,
The report notes that on January 29, President Claudia

George Baker , ,
Sheinbaum announced that the midstream and upstream

regulators, which had been created in 1995 and 2008, respectively, would disappear. “The
government is pivoting to a model of central planning and is turning its back on a generation of
laws, policies and institution-building that had been intended to upgrade the energy sector to
meet global expectations,” observes Baker, who adds “the success of the new orientation will be
measurable by reference to production numbers and capacity rates. An understanding how
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things worked out will be discernible by reference to the adages,
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This press release can be viewed online at: https://www.einpresswire.com/article/782412832

EIN Presswire's priority is source transparency. We do not allow opaque clients, and our editors
try to be careful about weeding out false and misleading content. As a user, if you see something
we have missed, please do bring it to our attention. Your help is welcome. EIN Presswire,
Everyone's Internet News Presswire™, tries to define some of the boundaries that are reasonable
in today's world. Please see our Editorial Guidelines for more information.

© 1995-2025 Newsmatics Inc. All Right Reserved.


https://emailmarketing.secureserver.net/s/49a4ab1
http://www.einpresswire.com/contact_author/5049928
https://www.facebook.com/george.baker.1232/
https://x.com/Energia_com
https://www.linkedin.com/in/george-baker-2b1a829/
https://x.com/Energia_com/status/1885792074324169204
https://www.einpresswire.com/article/782412832
https://www.einpresswire.com/editorial-guidelines

