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MAKET 8TU3DY: THE OIL AND GAB zINDUmTR zIN CA

qlhuh Qil bas been produceci in Ecuador since 1.917, from siuall
fields around Santa EI0na Bay on the Paoc.fic coast about 250 kms

qotho the port of Guayaquil, i.t bas oply been produced in large
quanitis sinc the late 1250'u and early 701.

Falowig aardof concessions~ ta foreign ol co)panies, there was
a ere of dicoeies in the Oriesnte basin of Eçuador' s eastern

Amazn jngls: at 14q0 Agrio in 1967 by 1Texaco Gulf and Aguarico,

Thecontruction of the TransEcudoia pipeline linking Oriente
fieds a te cudeexprt ermnal ].âQla on th Pacific Coast

wascomletd n Augut 1972, making Ecuador a sizeable ail

Exploration~ ~ ~ ~ aciiyi cudrhsfùtuated widely with

City~~~ ~ ~ ~ ~ Inetn o awtda rmEudr hs pliçy coincided

withtherapi inreas inail rics. CPE n 194 aqi ed 25



PETROECUADOR'S budget for 1992 reached about U$ 660 million, and
for 1993 U$ 700 million. The 1993 budget assumes production of 116
million bbl, at crude export price of $ 15bbl. Operational plans
call for 2,100 line Km of seismic, six wildcats and 37 development
fields.

The oil industry of Ecuador under the policies . of the new
gavernment which took of fice in August, 1992, is expecited to be
opened up to private investors and some areas of the oil operation,
e.g. distribution, transportation and future production will
inopeasingly be shared to various degrees with private entities,
Likewise more "exploration concessions" will be granted to pr-ivate
operators in most regions of the country.



The granting of oncessons is <a regu1l.tory role placed in the
Minitry of Enrqy and Mines through PETROCUADOR off ices. Terms

in he as rondof conesions include4î "Production sharing
Conracs', "Risk~ CQntracts or "Profit Sbaring Contracts'.

Hisoriall, ay al cmpay doos not own petrolu righta nor
doe itleae tem ecase cuaoran law utipulate that all
hydocabonresrve fond ithn te cunryt t.rritory belong to

thestae nd hestae al ompnyshl explore and exploit such
resrve, drecly r trouh ssociation and servic contracts

Any il ompny ont a tp expre, produce n se il & g as
forthegovrnmnt f Euadr. n al cmpay ngoiates for a

concssin aea ad cmmis tado neotiaed mout of



III. THE STATE OIL COMPANY "PETROECUADOROI:

In 1989, Congress, approved a law which reorganized CEPE, and

renamed as PETROECUADOR, which now operates as a permanent holding

company with three permanent subsidiaries: Petroproduccion 'Petroindustrial, Petrocomercial which focus on: -exploration and

production;-industrialization and refining; and -marketing and

transportation; and one temporary subsidiary, Petroamazonas in

1989 PETROECUADOR took over operation of the main oil export

pipeline, owned by Texaco since 1986, and the management of the

Anglo refinery in Santa Elena. In 1992 full control of the oil

field of the Cepe-Texaco consortium reverted ta PETROECUADOR, as

well the Repetrol refinery.

-Petroproduccion: Exploration and production are the

responsibilities of this subsidiary and currently is in charge of

all the area previously reverted by Texaco and other companies.

This means that the bulk of the- work is developing fields

previously discovered or looking for new fields within already

producing areas. However new policy set by the current PETROECUADOR

administration mandates that Petroproduccion no longer will engage

in exploration in new areas due ta the heavy investment burden for

the Government. Last December, Petroproduccion reached an output of

82,514 bpd, much of which comes from Libertador field, third

largest in the nation after Shushufindi and Sacha. It is expected

that in 1993, Petroproduccion will absorb Petroamazonas.

-Petrocomercials Is responsible for marketing petroleum, and 'its

derivatives in international and domestic markets. Total crude and

.products storage capacity in the country is 1.7 millon bbl. Three

single point mooring terminals at Balao can handle 100,000 dwl

tankers. Crude and products exports are under the auspices of

Flota Petrolera Ecuatoriana (FLOPEC). LPG shipments by Liquigas,

.Duragas, Congas and Autogas.

-Petroindustrial: Is responsible for the operation of 1300 Km.

national pipeline system and refining of almost 90% of the total

national refining. The refining capacity in Ecuador is

concentrated in:

Esmeraldas 90,000 bpd

Santa Elena, Universal 10,000 bpd

Santa Elena, Barson 28,000 bpd

Santa Elena, Cautivo 10e000 bpd

Santa Elenar, Repetrol 9,000 bpd

Shusufindi 10,000 bpd

Lago Agrio 1,000 bpd# included LPG & pentane from gas plant

During 1993, Petroindustrial pland are ta expand the refinery at

Esmeraldas ta process planned increases of production and ta

process heavy gravity aile.



Th ost Tiportant linc of the. pi~peline system is the. 503 kmi.
Transecuadorian pipeline tiiat runs fromthe Amazon basin across the.

Adsto the. Coast. This lin. bas a 300,000 b/d cap.city, uloves
Orinte oil ta Esmeraldas for reifinery or export. A 28 kmi
Colmba' s Trans-ndean lin. a built as an alternative export

rueaftor the. March 1987 eatqae heavily dauiag.d the. existing
pipeine TheShuufindi-Quto 304 kmI lin, has a 7,300 bbl

capaity nd ovs LPG fram Oriente gas prcsing plant.

-Peromaons: Thisa sbidiary was oreat.4 to taxe aver the
opeatin o th CEE-TXAC fild n te Aazon Basin. To4ay it is

themos imortntsubsidary in tr of ares of exporation and
prodctin gventhefacttheis he oleproprietor of the. riqhts

of Sushuind andSaca filds



IV. OPPORTUMITIES A» DEVELOPRENTS:

In 1991 and 1992 PETROECUADOR continued its program to complete a

major expansion of its petroleum infrastructure. Some of the

projects included:

-Expansion of the Tepre maritime terminal, near Balao, to allow

export of fuel oil and more economic offloading of imported

products.
-Construction of two product pipelines in the coastal region,

starting from La Libertad to transport gasoline from the two

refineries operating there. The first line, 170 km long, is

serving Manabi province. The second line, 128 Km long, is serving

the Guayaquil area.
-Expansion of the Shushufindi Quito LPG line to allow transport of

additional output from the Shushufindi gas plant.

-The Esmeraldas-Santo Domingo pipeline is being replaced because

the existing one is badly corroded. That makes a total of 573 Km

of product pipelines in the coastal region the past 2 years.

-Petroindustrial completed expansion to 25MMcfd throughput capacity

of the Shushufindi gas processing plant enabling it to boost LPG

yield to 500 tons/day from 230 tons/day. Basic engineering for the

plant expansion was prepared by "Bufete Industrial of Mexico" and

construction was carried out by Colombials Distral.

Although 1993 $ 700 million budget set capital spending in about $

260 million, of which $160 million is for exploration, development

and production, it is still is uncertain if that will occur,

because of the trend to reduce the exploration role of

PETROECUADOR. Nevertheless a budget of more than $140 million

exist for the acquisition of drilling equipment, well completion

tools, pumps, pumping units, software, and environmental services.

Likewise to handle added production, especially that of Maxus', the

Lago-Agrio Balao Pipeline will be expanded to 360,000 bpd from the

current 325,000 bpd. Plans also include further expansion of the

line to 400,000 bbbl, once proposed development projects by other

foreign operators come on stream. Work will include installation

of an additional pumping units and new storage tanks at Balao.

Purthermore the second phase of gas lift in the Libertador Project

north of Shushufindi, wil.1 complete a program to optimize gas use

in the area and to boost crude production by about 4,000 bpd has

not been scheduled yet. The First phase which recently got under

way involves about 25 welle and is boosting crude production by

about 3-,500,bpd.



V. OIL 18PAE OPER&TZING I ECUADOR:

Maus Last year PETRORCUADOR approved the* pl.anned developuant of
heasvy oil reserves in the Southeast Oriente by a group led by Maxus
Energy Corp., Dallas, following 2 years of negotiation.

The project, originally proposed by Caoçoo Ecuador Ltd., entailed
a $500 million pra1ect that would b. Ecuador'ls f irst beavy ail
developen. Cpooo subsequenly3 plied out of the project in 1991

citngbeterinvestmet opruniiis elswhere. Sino. 1989, when
its pan was .ubuitted, conc expce to start carrying out the
pla in <1990. By 1991 Cooead 8tarted ta develp other

proect inIndnesa ad Nrway, reachin a stage w1iere they
beam co titive fo funds with Zcwador. Also Aiuerican

ecolo ic p gaizations gaepriority, over ohr oil development
progamselswher intheworl, t stppin Cooof rom 4evelopinq

bloc 16 sice art f te bockfll s> into theYauni National
Par. Cnoc prpoed 4riln h orizontal wells tat limit

buidin a rige t te iputii River tht would invite

seteetbteooit ee o ovne.Mxs h a

10%shae o th jont entre it rihtsto loc 16 boght20

of te Cnoc shre o 35, s Maus as nw 3% ad i th

operator



In a f irst 12 moti phase, Jaxus wiili construct a oa and pipeline
from Shushfini to Bogu-Capiron and drill 16 welis ini Bogul -

Capronand8 i Tvacunfo. Mxswil1 bring in a heliring to
hanle rilin whle heroa i be~iqg construtd. Bids have

bee tedeedandfild orkha aleay begun. Thee els co<uld
b. on stea as early as July 1993.

In he ecod pase dxuring mid 1993 through 1994-95, the road and
pipeinewoud b exendd fom ogL-Capirpn tp th Ao-r

coplx where anp hr 96 welsar plane Of the total. 112
wels pannd fr bth hass, 6 will be horizontal, 35

diecioal ad 1 njctoni Amo,4 Dain.fr Git n4r ils
Plas allfo usnga 44,te nubro rilststosato

horiontaly dill he wlls

Prodctin wll e trouh sbmesibe pmps taingadvntae o
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June 1992 approved the prograa
um Corporation to develop its Block
s drilled eight wells, of which six
:s. Total exploration costs to date

LIllion bbl. Projeot investinent will
Lally pro4uce 30,000 b/d witb start-

cation and developmiant in its 100%



City: has a suall block to the esut of SWuslwfindi. During 1992
pouce airound 5,16 EZ , of wi4cih 27.5% be]l*ngs to PETRQEUAO

on ccontof a. shre f ie. P.tro.ouador ses City outputZ
bootin toa 776 b/ avrag i 1994 and4 gradually 4eclining,

altoug nt ahling~ topesnevels until 2002.

Tripetrol: ~ I pi192Ptoecuador approved eeopetb

Blok o te ana lea pesla. Reserveu are pge at 40
millon bl o 3134 gravit 1 crue Proj.ct ooqt wi beaou

66 mllio, ad prducton s sltedtq climb to 7,50 bpd.O

Brsptr: peats lok 7;i isa prnr of nblc 4

buthitert ha ha litlesuces i indingcmerilo .I

addiionwhe locl idias klledtwomedatos bewee Inian

an oimnrgrigepoainaciiis n orho h

bloc wasdecaredofflimis t Brapeto; ad te copan

voutrl efandfo etern ante ae hreId

settlement 4$efon. Oeain er upne nJl 0

192 rser eus htteGvrmn opnaeteae

that has bentknoto hebokwt ntero iia ie



TUE OIL AND GOS INDUSTRY:

idor's production capacity from 320,000
create significant oDoortunities for



VtX * TAX SYOIK:

In general, any cpay doing businiess in Eudr is s11bject to
taxaionof t trnsction and ctivit±s, by means of ncome

tax vaue-dde tx, consumption tax, and 9ther applical d4tis.
Companies ar ls ubject to taxation of the stock~ and secui4t i.>

A copn scniee ob eieti caor, adtherefore
subect tOf txio n its wrld4V e income, vhenth opnha

bee etabised ndi. prima41l based in Eudr t rilso

income~A fro Eud asoceo o sto~cs or aset tat they

stattesan Xts primarily bas n a foreign couty

Comp nie whoass cia e orcomine o uder ake oin ven ure ar
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P-ssed at a f lat rate of 10%. The
Is is coiupromised of the CIF value,
di other increases in the base which

lorian municipalities asses a tariff
.s locateci within their city limits
ai land value as deterinined by city



Theproess of maing any invetmet dcision normially generates ~a
numer f qestons Prsened erear answers to some of the

comon quetons tht investr have raised concerning
oppotunties an tax ~leslationi n this nation.

:Wa isk of~ nainaati~on do insoru faceq?

A~~~~~~~~~ pata ainlzto fEudrs petroeum industry occurred
in 1973,a whn then lices pe 4 $ 40 barrl and ws iinder a

excpton f exaoCity and Gulf wer forceâ to lev the
counry. he crret business and po1iticalI ,nvirnmn

Devlopentan«inreae f te cr.nt production cpcit wilI

speifi oportnites r hw t bi on par icula projects?

II A canesocu feqenly ouar av.e to chec wiiP th the

commrcil sctio oftheCanaianConulat, Qito



-15-

ion on foreign investment ini companies which
ctors and/or suppliers of goods and services
roleun industry.

>apanieu have to use Ecuadorian goods and
rations?

ed local content requirements for coxupanles
:ry. Ecuador lias recently revised its customs
restriction on many types of imports.

bction f rom misappropriation of proprietary
to Ecuador?

general provisions in the ecuadorian legal
ade naxues, patents and intellectual property,
* introduced before Ecuadorfs entrance to the



APPENDIX II

KEY INDUSTRY CONTACTS

PETROICUADOR

Pablo Baquerizo Nasur
Minister of Energy and Mines
Santa Prisca 223
Phone (593-2) 502-677
Fax . 580-724

Francisco Acosta Colomo
Undersecretary of Hidrocarbons
Santa Prisca 223
Phone (593-2) 570-877

Hans Collins
Executive President .of PETROECDADOR

Alpallana y Av 6 de Diciembre
Phone (593-2) 521.-436
Fax 569-738

Francisco Gomes de la Torre
Houston Office
10333 Richmond Suite 70-
Houston, Texas
Phone (713) 977-9191
Fax 977-3303

Rodrigo Davila
Environmental Protacion Unit
Av. 6 de Diciembre y J. Orton
Phone (593-2) 230-994
Fax 230-994

Mauricio Acosta
Reserach and Development Unit
A. Eloy Alfaro 2694 y Portugal
Phone (593-2) 446-631

Fx (593-2) 569-738



yGaspar Caftera



Petrocomercial:

Enrique Rodrigues Bowen
General Manager
Avenida 6 de Diciembre y Alpallana
Phone (593-2)
Fax

Arno
Kent Keag
Genèral Manager
Helen Daniels
Materials Manager
Av. 6 de Diciembre y la Nifia
Phone (593-2) 500-923
Fax (593-2) 509-918

City
Ernesto Davalos
General Manager
Ernesto Cortez
Field Manager

Cesar lavayan y Catalina Herera
Edif Torres: Viscaya. Mez. 3
Phone (593-2) 451-375/382
Fax 451-368

Henry Berga
General Manaiger
Edmond Caillet
Operations Manager
Geog Tézier
Techucal Manager

Av. Amazonas y Juan Pablo Sanz
Phone (593-2) 432-717
Fax 432-661

warus
William Hutton
General Manager
Tom Linehan
Opeatons lanager
John rousard

Drillng M0anager
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Av. Amazonas 3655
Phone (593-2) 431-921
Fax (593-2) 430-738

Occidental

Edgar Quinionez
General Manager
Alberto Moncada

Operations Manager
Operations Manager

Av. Amazonas 477
Phone (593-2) 563-939
Fax (593-2) 501-580

ORYX
Clif ford Thompson
General Manager
Luis Cobos

Operations Manager

Av. Amazonas 4069. Edif. Amazonas Piso 9
Phone (593-2) 433-255
Fax (593-2) 435-621

Tripatrol

Jose Egas
General Manager
Frankclin Paredes•
Operations Mtanager

Edificid Bello Horizonte. Av Gonzalez Suarez
Phone (593-2) 561-618
Fax (ß93-2) 561-686

:f

*4

* *
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APPENDIX III

AGENTS AND REPRESENTATIVEB

Argentoil
Att: Rodrigo Ceron

18 ade geptiembre 213 y Av. 6d iimr

Phone (593-2) 230-476

Fax (593-2) 504-495

B.J. Services
Att: Sergio Guarin

Corea( 126 y Amazonas. Edif . Belmonte

Phone (593-2) 458-894
Faxt .(593-2) 431-647

Baker &MillPark
At: Gilbeert Carrasco

A.Amazonas 417

Phne(93-2) 552-594

Fax (593-2) 564-881

Chas Martin mcudor
Att: Julio Granja
Av. Colombia 248

Phone (593-2) 215-450

Fax (593-2) 517-502

Att: Gustavo Cadena

Paez 370 y Robles. Ed Valladolid

Phone (593-2) 503-589

Fax (593-2) 501-334

Dygoil
Att: Mauro Davalos
Av. Republica 1530 e Inglaterra

Phone (593-2) 458-374

Fax (593-2) 443-311
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Flupesa
Att: Pedro Cornejo
Av Amazonas 5160 e Isla Floreana
Phone (593-2) 445-705

.Fax (593-2) 445-706

Froil Petroleo y Tenologia
Att: Fausto Andrade
Suecia 277 y Av. de los Shyris
Phone (593-2) 447-842
Fax (593-2) 439-991

Intairdrill
Att: Alberto Wright
Portugal 794 y Av. 6 de Diciembre
Phone (593-2) 446-335
Fax (593-2) 434-261

Itinga Oilfield Group
Att: Leonard Schorsch
Av Republica del Salvador 525 e Irlanda
Phone .(593-2) 459-233
Fax 437-846

Opiec
Att: marcelo Kàrolys
Av 10 de Agosto 7962
Phone (593-2) 402-810
Fax 402-809

Petroleos SummaPet
Att: Wahigton Martinez
Av. Gonzalez Suarez 318
Phonel (593-2) 527-478
Fax 300-968

Proinpetrol
Att: Arturo Jaramillo
Mariana de Jesus 185 y Pradera
Phone (593-2) 238-752
Fax 562-352

Tecnie
Att: Carlos Paz y Mifio
Finlandia 490 y Suecia
Phone (593-2) 240-342
Fax 445-262



4s
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Serimpe
Att: Roberto Abedrabbe,
Calle Union Nacional de Periodistas
Edificio UNP Ofc 603
Phone (593-2) 248-106
Fax 461-643

Sipetrol
Att: Edwin Taran
Av. Amazonas 5160 e Isla Floreana
Phone (593-2) 445-707
Fax 445-708

*

*s
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APPENDIX IV

MATOR FIELDS

--No. of Wells--- production *API

Field Depth, ft Producing Total b/d gravity

Ancon 4,000 439 439 652
Atacapi 9,055 4 5 1,505 31#0
Auca 10,578 23 24 15,701 28.0

Auca Sur 10,300 2 2 614 25.6
Bermejo 5,000 21 26 5,475 32.5
Carpet • 99 99 124 36.4
Cautivo - 79 79 112 3.4
Charapa 10,000 1 4 2912.5
Cononaco 11,233 9 il 12,785 3.
Culebra 10,626 2 2 1,125 1.

4 Cuyabeno .,0 15 19 7,872 27.4
Gacela 1 10.559 1,00025
GaCela 2 11.729 1, 374 2

Guanta 10,290 10 10 7,8833.
3'anny 700O a a 4, 685 2.

Lago Agrio 10,175 1a 24 8,738 2.
Lbertador N/A 44 50 37,306 2.
Mariann 7,790 5 5 1,048 2.

Parahuacu 1013351670.

Tølete9306 i 0782.

vilano 1802,502

Yuca ~10,173 672612.
Yuca Sur 10,100191511.

Yulebra 8#300 331732.

199 prducion,2000 /

Petromazo 1s.2300

Petrorodu 10,4 2,1
or2 60 10,90
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