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“Bidding for a Venezuelan Oil Field: The Third Round of La Apertura” is a narrative of the valuation process of an oil field in Venezuela called “Boqueron” from the perspective of British Petroleum Venezuela (BP).  The case focuses on describing BP’s strategic interest in bidding for the field, the risks surrounding the field and this potential investment in Venezuela’s still emerging market, as well as the incentives of potential competitive bidders.  

The case assumes that an NPV calculation, rather than some other type of comparable analysis, is the way to value the bid for the field.  Furthermore, annual revenue and cost assumptions are taken as “given” in the case which causes the cost of capital to be the key factor in the field’s valuation.  BP’s analyst team was leaning toward using the corporate WACC of the entire company for its valuation, but the case reader is supposed to look to other means of WACC calculation, including the Harvey ICC calculator and other more qualitative types of factors.  The main decisions in the case are whether BP should bid for this particular field and, if so, how much it should offer considering the aggressive level of competition expected for this 3rd round of bidding for Venezuelan oil fields.  

This case is valuable for MBA students to study, especially for an Emerging Markets class, because of its focus on the need to rationalize the Cost of Capital for a large, long-term capital investment in an emerging market.

